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Editor’s note: Anna M. Grizzle is a member 
of the law firm of Bass, Berry & Sims PLC 
in Nashville, TN. Anna may be contacted by 
telephone at 615/742-7732 or by e-mail at 
agrizzle@bassberry.com. 

H ealth care providers participating in 
federal health care programs face 
significant changes in the area of 

government auditing and monitoring. One 
such change is the Centers for Medicare & 
Medicaid’s (CMS) creation of Zone Program 
Integrity Contractors (ZPICs), which promises 
to play an important role in the detection of 
fraud and abuse in the Medicare and Medicaid 
programs in the coming years. This article will 
explain the reasons for the ZPIC’s implemen-
tation and the ZPIC’s responsibilities after 
becoming operational. Additionally, the article 
will explain the implementation timeline and 
the impact on providers with this new initiative.

Reforming the landscape

CMS recently announced the creation of 
ZPICs, which are designed to replace existing 
Program Safeguard Contractors (PSCs) 
and Medicare Drug Integrity Contractors 
(MEDICs). CMS intends for these new 
entities ultimately to “be responsible for 
ensuring the integrity of all Medicare-related 
claims under Parts A and B (hospital, skilled 
nursing, home health, provider, and durable 
medical equipment claims), Part C (Medicare 
Advantage health plans), Part D (prescription 
drug plans), and coordination of Medicare-
Medicaid data matches (Medi-Medi).”1

The responsibilities of ZPICs will be similar to 
those of the PSCs, which perform such tasks as 
identifying vulnerabilities in the Medicare pro-
gram; identifying, investigating, and develop-
ing potential cases of fraud; and referring cases 
to law enforcement for possible prosecution. 
PSCs also provide support to law enforce-
ment by conducting data analysis to support 
fraud investigations or can take administra-
tive action, such as payment suspensions or 
overpayment demands, against providers. The 
Medicare Program Integrity Manual presently 
allocates such responsibilities to both PSCs and 
ZPICs during the transition period.

Even though ZPICs will share many of the 
same duties as the PSCs that they replace, 
CMS made this change for several reasons. 
First, the activities of the 17 PSCs varied 
substantially, with most PSCs having minimal 
results in proactive data analysis.2 Thus, there 
were questions of whether the PSCs were 
taking the necessary steps to identify potential 
fraud and abuse.

Additionally, there was no uniformity of juris-
dictions or tasks. Thus, while one PSC could 
be responsible for overseeing the integrity of 
Part A claims in one state, an entirely differ-
ent PSC could be responsible for overseeing 
integrity of Part B claims in the same state.3 
The same is true for durable medical equip-
ment, home health, and hospice claims. To 
add another layer of complexity, MEDICs 
oversaw the integrity of Part D claims. 

Because of this complexity, law enforcement 

officials who investigated potential cases of 
fraud and abuse were sometimes required to 
work with more than one PSC, or an entirely 
different entity altogether, in order to gain a 
complete picture of relevant Medicare claims 
data for a particular provider.4 To resolve 
these problems, one ZPIC will be responsible 
for all of CMS’ benefit-integrity efforts in 
a given ZPIC zone, thus simplifying the 
landscape considerably.

Another reason for CMS to reform its 
benefit integrity efforts occurred with the 
passage of the Medicare Prescription Drug, 
Improvement, and Modernization Act of 
2003 (MMA). Under this legislation, MMA 
replaced Fiscal Intermediaries and Carriers 
with Medicare Administrative Contractors 
(MACs). A MAC is a combined entity which 
will perform all of the claims processing func-
tions previously performed individually by 
those entities. CMS organized fifteen MAC 
jurisdictions to handle Part A and Part B 
claims. Additionally, four MACs will handle 
durable medical equipment claims. 

Along with the MAC reorganization, CMS 
made the change to ZPIC jurisdictions so 
that its claims processing and benefit integrity 
functions coincide. The seven ZPIC zones 
encompass one or more whole MAC jurisdic-
tions. Thus, one ZPIC will review all the 
data from a single zone, comprised of at least 
one or more whole MAC jurisdictions. The 
process will also be simplified as the ZPICs’ 
data will come from fewer entities. A CMS 
representative explained that this improve-
ment “will provide ‘one-stop shopping’ that 
will eliminate the need to visit several PSCs 
for data” on a single provider.5

The ZPIC zones are shown in Table 1.
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both claims processing and benefit integrity 
activities will likely result in more effective 
and more thorough fraud detection activities. 
Because of this streamlining, ZPICs also are 
expected to create and use “innovative data 
analysis methodologies for the early detection 
and prevention of abusive use of services, 
as well as possible fraud, waste, and abuse 
schemes.”6 Providers should expect to see an 
increase in audits through the ZPIC’s use of 
proactive data analysis.

In addition, cases meeting any of the follow-
ing criteria may be referred to a ZPIC: 
n	 potential criminal, civil, or administrative 

law violations;
n	 allegations extending beyond one provider, 

involving multiple providers, multiple 
states, or widespread schemes; 

n	 allegations involving known patterns of fraud; 
n	 patterns of fraud or abuse threatening the 

life or well being of beneficiaries; and 
n	 schemes with large financial risk to the 

Medicare program or beneficiaries.

CMS also aims to target historically trouble-
some areas with the ZPICs. For example, 
Zone 7 is devoted almost solely to Florida, 
considered a “hot zone” because of a high 
incidence of Medicare fraud, whereas Zone 2 
covers a vast territory of largely western and 
southwestern states where Medicare fraud is 
not as prevalent.7 Another example of CMS’ 
efforts to target troublesome areas is found in 
one of its two task orders for Zone 1, which 
encompasses California, Hawaii, Nevada, 
and several island territories. In this order, 
CMS instructs the Zone 1 ZPIC to “[a]ddress 
high risk areas in Los Angeles, Kern, Orange, 
Riverside, San Bernardino and San Diego 
counties in the State of California . . . and 
support the CMS Field Office.”8

Implementation and roll-out

CMS is implementing its ZPIC contracts in three 
cycles and recently completed its first contracting 
cycle. On September 30, 2008, CMS awarded 
the ZPIC contracts for Zone 4 and Zone 7 to 
Health Integrity, LLC and SafeGuard Services, 
LLC, respectively. CMS awarded the ZPIC 
contract for Zone 5 to AdvanceMed Corpora-
tion on February 2, 2009. Each award is for the 
base year plus four option years. CMS released a 
Request for Proposal (RFP) for the second cycle 
to include Zones 1 and 2 on May 1, 2008. At 
the time of this writing, CMS has not released 
an RFP for its third cycle, which will encompass 
Zone 3 and Zone 6.

CMS’s ZPIC implementation seems to be 
running behind schedule. The ZPICs for 
Zone 4, Zone 5, and Zone 7 were scheduled 
to be fully operational by the end of Novem-
ber 2008, but ZPICS in Zones 4 and 7 did 
not become fully operational until February 
1, 2009. The ZPIC for Zone 5 was just 
recently awarded, and it is unknown at this 
time when it will be fully operational. The 
ZPIC for Zone 2 was scheduled to be fully 
operational by February 1, 2009, and the 

ZPIC for Zone 1 was scheduled to be fully 
operational by March 1, 2009. At the time of 
this writing, however, CMS has not entered 
into contracts for these zones.

Impact on providers

Although other CMS initiatives, such as the 
Recovery Audit Contractor (RAC) audits, 
may be receiving more media attention than 
ZPICs, providers should be simultaneously 
preparing for the ZPICs. Under the ZPICs, 
data analysis will become more coordinated 
and streamlined. Law enforcement now will 
be able to obtain a complete picture of a 
provider’s billing for all parts of the Medicare 
and Medicaid programs. This consolidation 
likely will lead to an increase in audits and a 
more rapid response to potentially fraudu-
lent billing practices through an increase 
in random audits and investigations of a 
provider’s Medicare and Medicaid claims. 

In anticipation of this increase in audits, 
compliance officers should ensure that their 
organizations are appropriately billing their 
Medicare and Medicaid claims and can 
support these claims if the organization 
is audited. Organizations should consider 
performing their own data mining of claims 
in risk areas identified by CMS or its contrac-
tors. If problems are detected through regular 
internal audits, the compliance officers should 
ensure that the problems are corrected. In 
addition, providers may also want to consider 
use of the OIG Self-Disclosure Protocol. 

To avoid any problems, compliance profes-
sionals should provide frequent education 
and training to their organizations’ employees 
on coding and billing practices. Compli-
ance professionals also should educate their 
organizations on the responsibilities of the 
ZPICs and establish a process for responding 
to ZPIC audits. 
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In particular, providers should designate the compliance officer or 
another administrator as the employee responsible for the audit and 
request that the point person be notified if anyone is contacted by a 
ZPIC or if a ZPIC appears at any office. This will ensure that the compli-
ance officer can coordinate the audit and ensure that all of the requested 
information is provided. The compliance officer can also determine 
whether the provider would like to conduct its own independent 
investigation. 

Conclusion

As the incidence of provider audits increases, it is imperative that 
providers keep abreast of the changes in government auditing and 
monitoring mechanisms. Providers should assess their internal practices 
and take proactive steps to prepare for these audits. Strong compliance 
programs that provide for these regular assessments will ensure that a 
provider is ready when the ZPICs show up. n
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