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BUREAU OF WELFARE AUDITING

1973 fiscal YEAR REPORT

To: His Excellency, Francis W. Sargent, Governor

Clerk of the Senate

Clerk of the House of Representatives

Gentlemen:

On January 12, 1972, His Excellency, Governor Francis W. Sargent signed

the legislation which established a Fraudulent Claims Commission and

Bureau of Welfare Auditing,

The Commission consists of the Secretary of Administration, Chairman, the

Attorney General, and the Commissioner of the Department of Public Welfare

or their designees. This Commission supervises and regulates the activities

of the Bureau of Welfare Auditing, a fifty-nine member unit, whose duty is t

investigate fraud and abuse in the Commonwealth’s welfare assistance programs

By the beginning of fiscal 1973 ‘the Bureau had hired and trained its staff

and was beginning to institute criminal court proceedings in large numbers

of completed case investigations of welfare fraud.
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Daring this fiscal year the Bureau received a total of Three Thousand Pour

Hundred Thirty-Five complaints of alleged welfare fraud in assistance

programs administered by the Department of Public Welfare, or an average of

almost 300 fraud complaints each month. Chart number one of this report

indicates the geographical regions of Massachusetts within which the welfare

fraud is alleged to exist and the source and type of the complaints received
Iby us.

Most of the complaints concern welfare recipient fraud and involve

unreported income (73^)• They are mainly referred to us by the Department of

Public Welfare (6o£) or by the general public (35/0 aad concern primarily

individuals living in the Boston (32/0 or Greater Boston (18£) regions.

Our Bureau is required by statute to "report to the Attorney General for such

action as he may deem proper any case which, after investigation, indicates a

fraudulent claim or payment" under any assistance programs administered

by the Department of Public Welfare. (Massachusetts General Laws, Chapter 7»

We referred two hundred ninety (290) cases for fraud evaluation to the Attorney

General in fiscal 1973- A description of these cases is contained on chart

number two of this report. Porty-one (41) of these cases were returned to us

with instructions to directly seek criminal complaints in the Conmonwealth's

District Courts. An additional fifteen (15) cases were returned with the

recommendation that they be referred to the legal division of the Department

of Public Welfare for civil process.

The remaining two hundred thirty-four (23*0 cases referred to the Attorney

General involve alleged fraud totalling One Million Six Hundred Seventy-Five

Section 30T)

Thousand Four Hundred Twenty-Nine ($1,675*^29) Dollars. Seventy-five (75)
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these cases involving eighty-five (85) defendants have been prosecuted in

court with the results reflected on the attached chart number three of this

report. An additional thirty-eight (38) cases involving forty-one (41) defen-

dants were prosecuted with the results also contained on chart three. These

latter 38 cases were referred to the Attorney General during fiscal 1972 and

were prosecuted in fiscal 1973*

The balance of one hundred fifty-nine (159) cases are pending fraud evaluation

and criminal prosecution, if appropriate, by the Attorney General's office.

As indicated on chart three, the courts ordered repayment of out of

the $610,035 of alleged fraud, or 57# of the total amount of alleged fraud in

the 113 cases. The 159 cases pending prosecution involve alleged fraud of an

additional $1,272,716, and with the reasonable expectation that the 57# resti-

tution experience of the 113 cases will be maintained, the 159 pending cases

should result in recovery of approximately $725,000 by way of additional court

ordered restitution. Accordingly, an estimated total of over One Million Dollars

should be repaid to the Commonwealth by court order in those cases referred by

this Bureau to the Attorney General.

The Attorney General has also authorized this Bureau to directly seek criminal

complaints in the Commonwealth’s District Courts in cases of recipient welfare

fraud of an amount not alleged to exceed Two Thousand Dollars. In fiscal 1973

we filed five hundred twenty-nine (529) criminal complaints in four hundred

ninety-eight cases in the District Courts, 41 of which cases were mentioned

above as having first been referred to the Attorney General. These complaints

represented an additional Six Hundred Thirty-Seven Thousand Three Hundred Eighty-

Nine ($637,389) Dollars of alleged fraud. That amount together with the fraud

cases referred to the Attorney General brought the total to almost t.v/o and one-

half million dollars in alleged welfare fraud for criminal prosecution.
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Four hundred thirty-two (432) cases against four hundred fifty-seven (457)

defendants were prosecuted in the District Courts with the results contained

on chart three. An additional forty-eight (48) cases involving sixty-four

(64) defendants were also prosecuted in the District Courts and are shown on

chart three. These latter cases were referred to the courts during fiscal

1972 and prosecuted in fiscal 1973*

The courts ordered repayment of $399,599 out of the $615*470 of alleged fraud,

or of the total amount of alleged fraud in the 480 cases. The 66 cases

pending prosecution involve alleged fraud of an additional $71,402, and again,

with an experience factor of 65# established with the 480 cases, the 66 cases

should result in additional recovery of about $46,000 by way of court ordered

restitution. Accordingly, an estimated total of One-Half Million Dollars should

be repaid to the Commonwealth by court order in those cases referred by this

Bureau to the District Courts.

The combined total of court ordered restitution in cases prosecuted during fiscal

1973 is $747»349 out of the total amount of alleged fraud which was $1,225*306,

as indicated on chart three. The alleged fraud of $1,344,118 in those cases

pending prosecution is estimated to produce an additional $771,0 CX) in court

ordered restitution. This would bring the total to over one and one-half million

dollars in restitution recoveries expected in those criminal cases of welfare

fraud investigated and/or prosecuted in fiscal 1973*

One of the major goals of this Bureau is to prevent or deter welfare fraud,

which we believe results in the most significant dollar savings. One method

used in accomplishing this goal that we have begun is the vigorous criminal

prosecution of welfare fraud cases, as indicated by the 647 defendants taken

to the courts during this fiscal year - an average of over fifty each month.

No reliable method exists to measure tangible dollar savings resulting from
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such prevention or deterrance of welfare fraud. However, we have reason to think

that such court prosecutions significantly affect fraudulent welfare claims. Our

staff frequently receive reports from welfare administrators and caseworkers

around the state to the effect that, following the report in a local newspaper of

lotion for welfare fraud, they receive an unusually high number of

recipient requests for the closing of welfare cases. Therefore, to the extent

that such fraudulent cases are voluntarily closed or never opended as a result of

our investigations and prosecutions, the dollar savings to the Commonwealth are

real though unmeasurable.

Restitution of welfare money ordered to be paid through the courts in these cases

is merely a by-product of our activity in investigating and prosecuting criminal

fraud. It is one of the few tangible items to which we can attach a reasonably

certain dollar value. Ninety percent of our court cases result in orders of

money repayments. This Bureau has received excellent cooperation from the courts

of the Commonwealth in this regard. Paced with the increasing demands made upon

their time and resources from many quarters, they have nevertheless responded to

our welfare fraud prosecutions in a very serious and efficient manner. They are

demanding and achieving individual accountability from the defendants in these

fraud cases. We believe that this is contributing to a resultant, deterrent im-

pact on welfare fraud.

Another by-product of our activity which we began to tabulate in January of 19'

relates to the number of welfare assistance cases found to contain unlawful over-

payments, which case budgets are reduced or terminated as a result of our invest

gations. During the first two calendar quarters of 1973* sixty-seven (6?) welfare

budgets were reduced or terminated at an estimated savings of almost One Hundred

Twenty Thousand ($120,000) Dollars.
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When case investigations indicate welfare overpayments not constituting actionable,
criminal fraud or where cases of criminal fraud contain serious, personal hardship
or other extenuating circumstances, they are referred by us to the legal division

of the Department of Public Welfare for civil action. Other such cases are handled

administratively by the Welfare Department, One Hundred Sixty-Three (16 3) of these

cases involving $230,170 in alleged overpayments were referred by us during this

fiscal year. The Welfare Department has disposed of thirty of these cases involving

overpayments of $42,872 and have recovered $30,012 or 70j£ of the amounts allegedly

overpaid.

This Bureau also refers certain cases to the "Support Enforcement Division" of the

Welfare Department when our investigations indicate that a husband or father is not

contributing to the support of his wife or children who are receiving welfare

assistance or that child support and/or alimony is being paid directly to welfare

recipients without the welfare department's knowledge when such payments should be

made to the welfare department rather than to the welfare recipient family. Twenty-

six (26) such cases were referred by us during this fiscal year. We cannot, however.

yet tabulate or estimate the dollar savings to the Commonwealth in such cases.

Although we do not focus the thrust of our activity on uncovering violations of the

Commonwealth's laws in areas other than welfare fraud, our investigative activity

often develops facts indicating conduct which appears to violate laws within the

jurisdiction of other state agencies. This by-product of our activity is listed

below in summary form and relates to a small number of cases which require appro-

priate action by other state agencies:

1. Referrals to the Department of Corporations and Taxation when our findings

indicate that individuals or businesses are possibly hiding earnings by

ing different identities or where there appears to bo no report or an

inaccurate report of actual earnings.
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Referrals to the Division of Bnployment Security in cases where individuals2

are receiving unemployment compensation while employed and without apparentl;

reporting such employment to the Division,

Referrals to the Veterans Services Department in cases where there is3-

apparent concurrent receipt of benefits by individuals from both the Veteran

Services and Welfare Departments without the knowledge of one or both

Departments.

4 Referrals to the Rate Setting Commission when our investigation discloses

income which a "long term care facility" has apparently not reported to

state auditors of the Commission. This results in the fixing of a higher

per diem rate for the facility than would be justified if the income were

known to the auditors. The higher rate is ultimately charged by the facilit;

to the state for care of public assistance recipients.

3. Referrals to the Department of Public Health in those cases where we find

apparent violations of their rules and regulations for the licensing and

policing of "long term care facilities" such as nursing or rest homes.

6. Referrals to the Department of Public Welfare in those cases where we find

providers of goods or services to recipients have apparently defrauded or

abused welfare programs which they have participated in. The Department

may then exercise administrative sanctions against the provider by sus-

pending them from participation in the welfare program for up to three

years.

About one-third of the time and effort of this Bureau is currently spent on

investigations involving the "vendors" or providers of goods or services to

welfare recipients. Our emphasis in this area has by necessity concerned phar-

jacy and nursing home investigations because we were fortunate to have found and
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trained for employment individuals with particular skills and knowledge in each

of these subject matters. The medical advisory staff of the Welfare Department

has also contributed to our vendor investigations by providing us with the

necessary depth in the additional areas of general medicine, dentistry, radiology,

podiatry and other related medical disciplines. This assistance, coupled with the

recent development of a computerized, claim-processing system for vendor billings

that has been installed by that Department, should enable us to productively devote

half or more of our investigative efforts to the Medicaid program during fiscal 197'

In this Bureau's "1972 Calendar Year Report", which was issued on March 1973*
we included certain recommendations which we had made to the Welfare Department

for the refinement and improvement of procedural steps to minimize welfare fraud

and abuse. The Department either has acted or is acting to implement substsintially

all of those recormiendations. Since that time, the following additional recommen-

dations made by this Bureau either have been implemented by the Welfare Department

or are currently being considered for future implementation:

1, That the Department, through corrective legislation and/or administrative

measures, put cm end to what appears to be a regular practice by certain

pharmacies in this state to increase the price of their charges to the

Welfare Department through a vehicle known as "prescription splitting".

This problem area is best illustrated as follows: Physician "A" issues

a prescription for an elderly welfare recipient who is a patient in Nursing

Horae "B", calling for "100 Darvon Compound Tablets, 65 milligrams". The

recommended dosage is one tablet, three times daily. This prescription

would consequently supply the patient's monthly needs. Pharmacy "X"

filling this prescription should bill the Welfare Department .as follows:

100 Darvon Compound 65 mg. - $ 7.32
+ Pharmacy Dispensing Pee - 1.85

$ 9.1? = $9.20 Permitted Charge
DPW Pee Schedule
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Instead, Pharmacy "X" splits the prescription and dispenses 25 "Darvon

Compound Tablets, 65 milligrams'1 each week to the patient in Nursing

Home "B". The resultant billings by "X” to the Department reflect as

illustrated below a cost to the Welfare Department of $14,80 instead of

the permitted cost of $9.20. This represents an additional cost of

$5.60 or a 62# increase in the billings of "X" to the Department,

25 Darvon Compound 65 mg, - $ 1 .83
+ Pharmacy Dispensing Pee - 1 .85

$ 3.68 = $ 3.70
x 4

14.80
9.20

Difference + $ 5.60
+ 62^

Our investigations have indicated that, contrary to Department of Public

Welfare regulations which specifically require medical practitioners to

indicate the specific quantity of medication prescribed for welfare

recipients and which also specifically prohibit the practice of "prescript: on

splitting" by pharmacies, either certain medical practitioners or certain

pharmacies are deliberately practicing or encouraging "prescription split-

ting" in violation of the Department's regulations.

In view of the above, this Bureau has attempted to move against these

violations in the Commonwealth's criminal courts.

We have found that Massachusetts General Laws, Chapter known as the

"Controlled Substances Act" sets forth stringent requirements relative to

the prescribing or dispensing of "drugs" in Massachusetts, and it provides

appropriate criminal penalties for violation of the Act. However, we have

determined that the wording of Sections 20(a), 22(a) and 24(a) of the

"Act", which control the manner in which a "controlled substance" or drug

is dispensed by medical practitioners, contains on apparent loophole.

For example Section 22(a) states that:
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A practitioner who dispenses a controlled substance by issuing

a written prescription shall state on the prescription the name,

address and registration number of the practitioner, the date of

delivery of the prescription, the name, dosage and strength per

dosage unit of the controlled substance, the name and address

the patient unless it is a veterinary prescription, the directions

for use and any cautionary statements required, and a statement

indicating the number of times to be refilled.

We feel that these cited sections of the "Act" should also require that

the quantity of a controlled substance which is dispensed in accordance

with the "Act" be designated in addition to the "name, dosage and

strength per dosage unit" of the controlled substance so dispensed

Accordingly, we have recommended that the "Controlled Substances Act'

be amended to remove the above mentioned apparent loophole. It is felt

that such an amendment will greatly assist this Bureau and the Department

of Public Welfare in eliminating the practice of "prescription splitting"

The effect which it may have on the annual 30 million dollar cost of the

state welfare pharmacy program could be very significant.

That the Department periodically cross-check its computerized recipient

index in its General Relief Program and in part of the Aid to Families

with Dependent Children Program with the computerized index of the

Division of Employment Security, to screen out those individuals who are

wrongfully obtaining benefits from both Departments, The Welfare Depart-

ment began making this monthly cross-check with DES in March of 1975

timated a monthly saving of $57,000. Since then, they have also been
1referring sin increased number of cases for investigation and fraud

'osecution which involve wrongful receipt by recipients of both jobless

•nefita and welfare assistance, concurrently.
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3. That the Department periodically review its caseload, particularly in

its Disability Assistance Program, to assure that they have taken all

necessary steps to receive reimbursement for assistance rendered to

individuals who have qualified for such assistance as a result of a

claim for damages or injuries which they have against third parties.

This review would eliminate or minimize the possibility that either a

welfare caseworker will fail to properly execute a Department lien with

an insurance company or that the third party insurance company will fail

to reimburse the Department for a number of possible reasons.

This Bureau's experience over the past year and a half in attempting to combat

welfare fraud and abuse in Massachusetts has made us feel a strong need for

broader investigative tools with which to do the job. Accordingly, we intend to

reconmend that the Fraudulent Claims Commission consider the appropriateness of

seeking for this Bureau, through legislation or other appropriate means, the

following additional investigative tools:

records and other necessary evidence1, The right to subpoena information,

in cases of suspected welfare fraud or abuse.

2. Access to information on file with any other municipal or state agency in

Massachusetts, except as it may conflict with the state constitution and

provided such information is sought in connection with cases of suspected

welfare fraud or abuse.

3. The ability to recover investigative costs, in whole or in part, in

documented cases of criminal welfare fraud

4. A requirement that all providers of goods or services to welfare recipients

retain for a period of six years from the date of the delivery of such

goods or services, books and records necessary to substantiate all claims

for payment made to the Welfare Department.
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3. The use of a court-approved lien for the attachment of property in
adjudicated cases of criminal, welfare fraud.

The total budget expenditures of this Bureau during fiscal 1973 amounted to
$610,000 in 'unds. In order to attempt to obtain federal reimbursement

of approximately 30# of our budget, His Excellency, Governor Francis W, Sargent,

in June of 1972, requested a waiver of the single State agency requirement from

the Department of Health, Education and Welfare. The waiver request, made

pursuant to Section 204 of the Intergovernmental Cooperation Act, in essence,

asked the Federal Government to approve of Chapter 9*o of the Acts of 1971 of

the Massachusetts Legislature, abolishing the Fraudulent Claims Board within the

Department of Public Welfare and replacing it with a Fraudulent Claims Cortraission

and a Bureau of Welfare Auditing in the Executive Office for Administration and

Finance. This waiver was recently granted and steps are now being taken to

obtain federal reimbursement of half of this Bureau's expenditures for fiscal

1973 and 50# federal participation in all present and future fiscal year expenses

of this Bureau

Respectfully submitted

RAYMOND F. JOWDY
Director,
Bureau of Welfare Auditing
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CHART NUMBER ONE

FROM JULY 1. 1972 THROUGH JUNE 30, 197

COMPLAINTS RECEIVED BY REGION

Number of Complaints Percentage of TotalRegion

Boston 1.106 32.1J8
614 17.9Greater Boston

Brockton% 305 8.9
349 10.1Lawrence

New Bedford
Springfield

Worcester

225 6.6
564 i6.4
272 8.0

loo,o#

SOURCE OP COMPLAINTS

Source Number of Complaints Percentage of Total
Department of Public Welfare
General Public and Other
Office of the State Auditor

2,045 59.5*
1,186 >4.6

44 1.2
160 4.7Bureau of Welfare Auditing Initiated

3,435 100.0#

CASE CATEGORY OP COMPLAINTS RECEIVED

Ie of Complaint Number of Complaints Percentage of Total

60 I.B^Vendor Investigations

4 .1State Dnployee Investigations

Undeclared Contributor of Income 415 12.1In The Horae

72.62,492Unreported Income
of Multiple Payments/Benefits

Check Investigations

113 3.2
80 2.3

1.6Residency Requirements Not Met 53
218 -■§.i3Inellgible/Non-Exlstent Recipient

100.0^3,435
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