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The False Claims Act in healthcare is one of the most powerful federal statutes used to combat fraud, waste, and abuse 
involving federal healthcare programs, such as Medicare and Medicaid. Originally enacted during the American Civil War, 
the False Claims Act (FCA) allows the government to pursue anyone who knowingly submits a false or fraudulent 
claim for federal funds. The method could be through fraudulent billing schemes, medically unnecessary services, or false 
statements that lead to a fraudulent claim paid by the government.

This post will cover what qualifies as a false claim and how healthcare organizations can prevent submitting false claims. It will 
also break down key enforcement mechanisms used by the federal government, ensuring you understand both the risks and 
the best practices for compliance.

What is the False Claim Act in Healthcare?

The False Claims Act in healthcare is a powerful federal statute that allows the federal government to hold individuals 
and entities accountable when they knowingly submit, cause to be submitted, or participate in submitting false or 
fraudulent claims for payment from federal healthcare programs, including Medicare and Medicaid. The False Claims 
Act (FCA) says that a provider is liable not only when they knowingly commit fraud, but also when they submit claims for 
health care services with actual knowledge, deliberate ignorance, or reckless disregard of the truth. This broad standard is 
designed to ensure that health care providers, suppliers, and organizations maintain honesty and integrity when requesting 
government funds.

Historically, the FCA was enacted during the American Civil War to address widespread fraud by contractors who were selling 
defective goods to the Union Army. Over time, the Act evolved to become a central tool for tackling healthcare fraud, 
especially as federal spending on health insurance and healthcare programs increased.

Today, the federal False Claims Act plays a crucial role in safeguarding the integrity of programs like Medicare, Medicaid, 
TRICARE, and other federal health care systems. It does this by empowering the government and private citizens to report 
fraud, file lawsuits on behalf of the government, and recover funds lost to fraudulent activities. Its significance in the healthcare 
sector cannot be overstated, as it helps combat schemes involving false records, false statements, fraudulent billing, medically 
unnecessary services, controlled substances, durable medical equipment, and more.

A key component of the FCA is the whistleblower provision known as the qui tam mechanism. These qui tam provisions allow 
a private individual, known as a qui tam relator, to file a qui tam lawsuit against offenders.

If the relator wins, they may get a share of the government’s damages. This makes it more likely that people will report fraud in 
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the healthcare sector. This system has become one of the most effective tools for combating healthcare fraud, expanding 
enforcement efforts by agencies such as Health and Human Services, the Inspector General, and the Attorney General.

Common Types of False Claims in Healthcare

Below are the most common categories of false claims in healthcare:

1. Upcoding and Unbundling: Upcoding occurs when a provider submits claims for a higher-paying service than what was 
actually performed, while unbundling involves billing separately for services that should be billed as a package. Both 
practices result in false or fraudulent claims being submitted for inflated payments.

2. Billing for Services Not Rendered: This includes submitting claims for medical services or items such as durable 
medical equipment that were never provided. Any false claim paid by the government is actionable under the FCA.

3. Billing for Medically Unnecessary Services: Providers violate the FCA when they bill for medically unnecessary 
services, treatments, diagnostic tests, or procedures that do not meet recognized clinical standards.

4. Kickbacks and Stark Law Violations: Offering or accepting patient referrals in exchange for money or benefits violates 
the Anti-Kickback Statute, while improper financial relationships with physicians can violate the Stark Law. Claims 
associated with these violations are considered false or fraudulent under the FCA because they taint the integrity of the 
billing process.

5. Misrepresenting Patient Diagnoses: Submitting claims that contain false or exaggerated diagnoses constitutes a 
fraudulent claim and can trigger significant liability. For example, altering a patient’s diagnosis to qualify for higher 
reimbursement

6. False Certification of Compliance: Healthcare entities may face FCA liability for falsely certifying compliance with 
federal or state laws, such as the Social Security Act, state laws, or program participation requirements. This includes 
situations where providers knowingly make false attestations to qualify for federal funds.

7. Pharmaceutical and Device Manufacturer Fraud: Drug and device manufacturers may be liable for causing the 
submission of false claims by engaging in unlawful marketing practices, improper financial relationships, or providing false 
information about the safety or effectiveness of controlled substances or medical devices.

How Does the False Claim Act Impact Healthcare Providers?

The False Claims Act (FCA) has a profound impact on the daily operations, compliance obligations, and risk management 
strategies of health care providers. Since the Act prohibits the submission of any false or fraudulent claim for payment from 
federal healthcare programs, providers must ensure absolute accuracy when they submit claims for health care services, 
medical supplies, or durable medical equipment.

Generally, even unintentional errors may be scrutinized if they reflect actual knowledge, deliberate ignorance, or reckless 
disregard of billing rules. As a result, healthcare organizations invest heavily in compliance programs, staff training, 
documentation systems, and internal audits to prevent healthcare fraud, fraudulent billing schemes, and false statements that 
could trigger government action.

The FCA also influences relationships with third parties. Providers must carefully manage vendor arrangements, physician 
contracts, and patient referrals to avoid violations of the Anti-Kickback Statute or Stark Law, as related claims can be deemed 
false or fraudulent.

Moreover, because private citizens can act as whistleblowers under the qui tam provisions, any employee, contractor, or billing 
specialist may become a qui tam relator if they observe fraudulent activities and file a qui tam lawsuit on behalf of the 
government. This creates strong incentives for providers to maintain ethical, transparent operations to avoid exposure to costly 
FCA investigations.

Violations of the federal False Claims Act carry some of the most severe consequences in U.S. healthcare law. Providers 
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found liable may face civil monetary penalties for each false claim submitted, often multiplied across hundreds or thousands 
of claims. In addition, the government can recover treble damages, meaning three times the amount of the government’s 
damages resulting from a fraudulent claim paid. These penalties can be financially devastating for hospitals, clinics, physician 
practices, laboratories, and device suppliers.

For more serious wrongdoing, especially if it involves deliberate fraud, providers might also face criminal penalties, which 
can include large fines or even jail time if their actions are considered a federal crime. Additional repercussions may include 
exclusion from federal health care programs, reputational damage, loss of licensure, and ongoing compliance oversight 
by government agencies such as the Department of Health and Human Services, the Inspector General, or the Attorney 
General.

What Measures are Taken to Comply with the Act?

Staff training is one of the most essential compliance measures. Providers must ensure that all staff, including clinicians, 
coders, billing teams, and administrative personnel, understand the requirements of the federal False Claims Act, the dangers 
of submitting false claims, and the significance of avoiding false records or false statements. Education helps teams recognize 
activities that may create liability, such as upcoding, billing for medically unnecessary services, or mishandling reverse false 
claims. Given the FCA’s broad reach, ongoing training reduces human error and strengthens the organization’s defenses 
against allegations of fraudulent activities.

Accurate documentation is another cornerstone of FCA compliance. Healthcare providers must maintain complete, 
consistent, and truthful patient records. This includes diagnoses, treatments, and coding details to justify every claim. If an 
organization misrepresents a patient’s diagnosis or doesn’t support billed services, the claims can be called false. This can 
lead to civil monetary penalties, repayment obligations, or, in serious cases, criminal penalties. Strong record-keeping 
practices also protect providers in the event of audits by Health and Human Services, the Inspector General, or other 
government agencies.

Similarly, routine internal audits help identify discrepancies before they evolve into legal issues. Through self-monitoring, 
organizations can detect improper patterns such as inconsistent billing, missing documentation, or potential fraudulent billing 
schemes and correct them proactively. When potential violations are discovered early, providers can take corrective action, 
return government funds if necessary, and avoid escalating issues into costly enforcement actions.

Healthcare entities benefit from promoting open communication and ethical conduct throughout their organizations. This 
includes maintaining policies that support employees who report fraud or raise concerns internally, reducing the likelihood that 
issues escalate into qui tam actions filed by a private individual or private citizens acting as qui tam relators on behalf of the 
government. A proactive compliance culture significantly reduces risk and strengthens trust across the organization.

Why is Understanding the False Claim Act in Healthcare Important?

The federal False Claims Act plays a critical role in promoting ethical conduct, transparency, and accountability across 
the healthcare industry. By imposing strict consequences for submitting false claims, the Act encourages health care 
providers to uphold high standards of integrity when treating patients, documenting care, and billing federal health care 
programs. This ensures that government funds are used appropriately and that patients receive necessary, high-quality care, 
not inflated, unnecessary, or fraudulent services.

Importantly, the FCA also protects patients’ rights by discouraging practices such as fraudulent billing schemes, 
unnecessary testing, and improper patient referrals that may compromise clinical decision-making. It safeguards the 
healthcare system from corruption by enabling private citizens through qui tam provisions to act as qui tam relators and file 
lawsuits on behalf of the government when they discover false records, false statements, or fraudulent conduct. These actions 
help expose wrongdoing, deter misconduct, and ensure that affected patients and the public are shielded from deceptive or 
harmful practices.

Through its enforcement mechanisms and collaboration with agencies like Health and Human Services, the Inspector General, 
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and the Attorney General, the FCA strengthens the healthcare ecosystem by ensuring accountability at every level. Ultimately, 
the Act promotes a culture of compliance and ethical responsibility, helping maintain patient trust while ensuring that health 
care programs deliver fair, lawful, and medically appropriate services.

How FCA Investigations Typically Begin

Investigations under the False Claims Act (FCA) can begin in several ways, all of which aim to identify false or fraudulent 
claims submitted to federal healthcare programs such as Medicare and Medicaid. Since the Act holds people responsible for 
knowingly making or submitting false claims, there are several ways to catch these mistakes early.

Here’s how it typically works:

• Whistleblower Reports (Qui Tam Lawsuits): One of the most common triggers for FCA investigations is a whistleblower. 
This person could often be an employee, contractor, or private individual who observes fraudulent activities and files a qui 
tam lawsuit on behalf of the government. Under the FCA’s qui tam provisions, this person becomes a qui tam relator, 
providing evidence of misconduct, such as fraudulent billing schemes, false statements, false records, reverse false claims, 
or submitting false claims for health care services or durable medical equipment. These reports frequently uncover issues 
that internal systems may miss, making whistleblowers a critical force in detecting healthcare fraud.

• Government Audits and Data Analytics: Agencies like Health and Human Services, the Inspector General, and the 
Attorney General use sophisticated data analytics to detect anomalies in claims patterns. Unusual billing behavior may 
prompt a deeper audit. These audits help the government find out if a provider knowingly broke billing rules, was careless 
about them, or ignored them on purpose, which could lead to larger investigations and hefty fines.

• Patient Complaints or Internal Compliance Reviews: FCA cases may also originate from patient complaints, especially 
when individuals notice incorrect billing or charges for services never rendered. Likewise, many healthcare organizations 
uncover issues during internal audits or compliance reviews. If an internal review finds false claims, wrong patient referrals, 
or violations of the Anti-Kickback Statute, providers usually have to report it themselves and pay back any incorrect 
government funds to prevent the problem from becoming a bigger legal issue.

The Role of Whistleblowers in Healthcare Fraud Detection

Whistleblowers play an essential role in detecting health care fraud and protecting the integrity of federal health care 
programs. Under the FCA’s whistleblower protections, individuals with firsthand knowledge of wrongdoing can file confidential 
qui tam actions, enabling the government to investigate allegations of false claims, fraudulent billing schemes, or violations 
involving the Social Security Act, a patient’s diagnosis, or billing for medically unnecessary services. If the case succeeds, 
whistleblowers may receive a percentage of the government’s damages, creating a strong incentive to report fraud that might 
otherwise remain hidden.

The FCA also protects whistleblowers from retaliation such as termination, harassment, or demotion, ensuring they can safely 
disclose concerns about misconduct without fear. These protections strengthen accountability within healthcare organizations 
and support ethical behavior across clinical, billing, and administrative teams.

Internal accountability is critical because when organizations encourage staff to raise compliance concerns early, they reduce 
exposure to civil monetary penalties, criminal penalties, and costly FCA investigations. Whistleblowers help combat fraud, 
protect patients, and uphold transparency and integrity across the healthcare system.

Ready to Fight False Claims?

As healthcare regulations grow more complex, understanding and complying with the False Claims Act is essential for 
protecting your organization from costly penalties and reputational damage. Whether you suspect false or fraudulent 
claims, are navigating an FCA investigation, or simply want to strengthen your compliance program, having 
experienced legal counsel on your side can make all the difference. You don’t have to confront these risks alone, as 
expert guidance can help you take informed action, protect your rights, and ensure your practice operates with integrity.
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FAQs

Below are some of the most common questions providers ask about penalties, reporting, compliance costs, and avoiding 
errors:

What Are The Penalties For Violating The False Claim in Healthcare?

Penalties can include substantial civil monetary penalties for each false claim, repayment of improperly obtained government 
funds, and treble damages. In severe cases involving intentional fraud, providers may also face criminal penalties, exclusion 
from federal healthcare programs, and reputational harm.

How Can Healthcare Providers Report False Claims Act violations?

Providers can report suspected violations internally through their organization’s compliance program or directly to government 
agencies such as Health and Human Services or the Inspector General. They may also report misconduct through 
whistleblower provisions, which allow private citizens to file qui tam actions on behalf of the government.

How Can Healthcare Organizations Effectively Analyze The Costs Associated With False Claim Act 
Compliance?

Healthcare organizations can evaluate costs by assessing training expenses, auditing resources, legal fees, and technology 
tools needed for accurate documentation and monitoring. Regular cost-benefit reviews help determine whether current 
compliance measures effectively minimize risks associated with false or fraudulent claims and FCA investigations.

What Are Common Mistakes That Healthcare Providers Make In Relation To The False Claims Act?

Common mistakes include upcoding, billing for medically unnecessary services, poor documentation, improper patient 
referrals, and failing to correct errors that may lead to false claims. These issues can be avoided by implementing strong 
compliance programs, conducting regular audits, maintaining accurate records, and providing continuous staff training to 
prevent fraudulent activities.
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