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EXECUTIVE OFFICE FOR ADMINISTRATION AND FINANCE

SUITE 450. BOSTON 02109, January 23, 1974

DECEMBER REPORT OF

THE BUREAU OF WELFARE AUDITING

To: His Excellency Francis W. Sargent, Governor
Clerk of the Senate
Clerk of the House ofRepresentatives

Gentlemen:
Pursuant to G.L., c. 7, s. 30T (6), the Bureau of Welfare Auditing,

by its Director, submits this report of its activities for the period
from December 1, 1973 through December 31, 1973.

During this month two hundred ninety-four (294) complaints
were received by this Bureau, alleging a wrongful receipt or claim for
payment under assistance programs administered by the Department
of Public Welfare.

The chart below indicates the category and source of the referral
of these complaints.

December 1, 1973 December 31, 1973
*CASELAoti

CATEGORY 1 2 3 4 5 6 7 8 Totals
u £ DPW 5 1 29 167 4 1 2 13 222o z
35 2 AUD 1
" I CIT 4 1 16 43 2 1 1 3 73

U
“

3 16 2949 2 45 211 6TOTAL

* CASE CATEGORIES

1. Vendor Investigations
2. State Employee Investigations
3. Undeclared Contributor of Income in the Home

Commontoealtfj of ifHafigacf)u«ctts:
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4. Unreported Income
5. Receipt of Multiple Payments/Benefits
6. Check Investigations
7. Residency Requirements Are Not Met
8. Ineligible/Non-Existent Recipient

DPW: Complaints received from Department of Public Welfare
AUD: Complaints received from Department of the State

Auditor
CIT: Complaints received from the General Public and

Otherwise

Eighteen (18) cases indicating possible fraudulent receipt or claim
for payment from the Department of Public Welfare were reported in
December by this Bureau to the Attorney General for fraud
evaluation and for such action as he may deem appropriate. Those
cases are described below:

Number of Cases Case Category Region
1 Undeclared Contributor Boston

of Income in the Home
2 Unreported Income Boston
2 Ineligible/Non-Existent Boston

Recipient
2 Undeclared Contributor Greater Boston

of Income in the Home
3 Unreported Income Greater Boston
2 Unreported Income Lawrence

1 Ineligible/Non-Existent Lawrence
Recipient

1 Receipt of Multiple New Bedford
Payments/Benefits

1 Undeclared Contributor Springfield
of Income in the Home

3 Unreported Income Springfield

Thirty-eight (38) criminal complaints were filed this month by the
Bureau in the Commonwealth’s district courts relative to welfare
recipient violations.

** SOURCE OF COMPLAINTS
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Thirty-three (33) criminal matters investigated by this Bureau
were prosecuted in court in December. Six defendants were found
“guilty” with most of them given a suspended jail sentence and/or
probation and a court order to fully repay the welfare money
fraudulently obtained. The cases of eight other defendants were
“continued without a finding” with court orders of full restitution in
each case, and three cases were “dismissed”, one of which was based
upon the receipt of full restitution by the court. The remaining

sxteen cases were heard by a clerk of court who ordered full
restitution in every case. The total amount of money repaid or
ordered to be repaid to the Cofnmonweaith in these cases was
Fifty-Six Thousand Four Hundred One and 41/100 ($56,401.41)
Dollars.

Also, during the fourth calendar quarter of 1973, this Bureau was
responsible for the closing or reduction of 46 welfare assistance cases
which, following our investigation were found to contain
overpayments. These cases represent total estimated savings of One
Hundred Thousand ($100,000.00) Dollars.

During this month we began a major nursing home investigation
based upon a referral which we received from the State Rate Setting
Commission. The investigation concerns a number of nursing homes
in various parts of the state which are under common ownership. Our
preliminary investigation indicates that the Commonwealth,
primarily through its Department of Public Welfare, may have
overpaid these nursing homes an estimated One Million Dollars over
the past four years. The estimated overpayment resulted from these
two principal occurrences: 1) the sizeable decrease in the year 1970
between the “interim” or temporary daily patient care rates of the
nursing homes and their “final” daily patient care rates, as
established by the State Rate Setting Commission; and 2) the
substantial, and possibly deliberate, understatement by the nursing
homes of the total number of patient days of care which were

■provided by the homes in each of the years 1970 and 1971, as
reported by the nursing homes “under penalties of perjury” to the
Rate Setting Commission.

1 shall attempt to explain how these two factors affect paymen
made by the Commonwealth to nursing homes and other “long ten
care facilities” which offer daily care services to publicly assiste
recipients in Massachusetts.
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Nursing homes are required by the Rate Setting Commission to
file each year, on or before March 15th, an “RSC-1 Form” with the
Commission. This form basically provides financial information
relating to its operational costs and a further description of the
nursing homes’ business operations over the course of its recently
completed calendar year. The Commission performs a “desk audit”
of the information contained on the “RSC-1 Form” either allowing
or disallowing the operational costs and other accounting data whichtl
it contains. Further records or documentation may be required by
the Commission personnel conducting such a “desk audit”. Based
upon the completion of this “desk audit” the Commission sets an
“interim” or temporary per diem rate which the nursing home may
then charge the Commonwealth for each day of care which it
provides to a publicly assisted recipient beginning with the first
calendar day of the newly commenced year. An administrative and
judicial appeal process is available to a nursing home which wishes to
challenge the “interim per diem rate” which was certified by the
Commission, based upon its completed “desk audit”.

Subsequently, the Commission’s field auditors visit the nursing
homes and conduct a “field audit” of the financial and other related
records required by law to be kept by the homes. On the basis of
such an on-site inspection and “field audit” a “final per diem rate” is
set and certified by the Commission for the home. This “final rate”
replaces the formerly set “interim or temporary rate” for the
calendar year which, by now, has been completed. If this latter “final
rate” is higher than the former “interim rate”, the home may bill and
be paid by the Commonwealth the difference between its “interim”
and “final per diem rates” for each day of care which it provided to
publicly assisted recipients. If its “final rate” is lower than its
“interim rate”, the home must likewise repay the difference to those
Commonwealth agencies that have paid for the days of care provided
to its recipients of public assistance. Again, any home dissatisfied
the “final rate” certified by the Commission has the available
administrative and judicial appeal process mentioned above.

The total number of patient days of care provided by the home to
both “private” and “publicly assisted” patients play a very
significant role in the determination of both the home’s "interim
and “final per diem rates”. That total patient day figure is divided
into the home’s operating costs, among other factors, and
consequently, if that figure is understated, either deliberately or
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erroneously, the result is a higher daily rate for the nursing home
than it would have if the correct figure were used to compute the
daily rate. This is true only if the home is operating at no less than
90% of its total licensed bed capacity and most homes in this state
do as indicated by a recent Massachusetts Supreme Judicial Court
opinion, which stated that “nursing homes in our state operate on an
annual average of 94% of their total licensed bed capacity”. (Murphy
Nursing Home, Inc. and others vs. Rate Setting Commission and
others.)

Our preliminary investigative results show, in the instant
investigation mentioned above, that there was a consistent and
substantial understatement by the nursing homes of the total number
of patient days of care which they had provided in both 1970 and
1971. This pattern could be markedly noticed by a comparison of
the patient day totals contained on their “RSC-1 Forms” for 1970
and 1971 and the “audited totals” for those years as determined by
the Commission’s field auditors, following an inspection of the
records of the homes. The Commission used the patient day totals on
the “RSC-1 Form” for 1970 to compute the homes’ “interim rates”
for the years 1971 and 1972, and it used the patient day totals on
the “RSC-1 Form” for 1971 to compute the homes “interim rates”
for 1973. The net effect, therefore, of the discrepancies in patient
day totals was an inflated “interim per diem rate” for each of these
homes for the years 1971 through 1973.

The investigation described above and a sampling procedure
conducted by this Bureau of the records of other Massachusetts
“long term care facilities” has shown that a significant number of
these facilities have reported a considerably lower total number of
patient days of care on their “RSC-1 Forms” than was found to have
been provided by them after field auditors of the Commission had
audited the facilities’ records. As a result of these discrepancies such
facilities have been receiving and continue to receive inflated
“interim per diem rates” of payment from the Commonwealth for
the daily care which they provide to publicly assisted patients. This
means that, at the very least, they are receiving the interest-free use
of the Commonwealth’s money for a substantial period of time. By
use of the appeal process this period of time can be extend•e

period of ye
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In view of our findings as related above, this Bureau respectfully
commends that the State Rate Setting Commission consider the
propriateness of:

1. Issuing a notice to all “long term care facilities” who provide
daily care to publicly aided patients of this state that it will
expect the “RSC-1 Forms” for 1973, which are due to be
submitted on or before March 15, 1974, to contain accurate
information, particularly that information which pertains to
the total number of patient days of care which the facility
has provided during 1973. That the Commission will consider
instituting appropriate criminal and/or administrative
procedures which may include fines and license revocations
against those facilities which “knowingly falsify” or
“knowingly fail to file” with the Commission that
information which it requires pursuant to its authority under
Massachusetts General Laws, Chapter 6A.

2. Amending Massachusetts General Laws, Chapter 6A by
inserting a legislative requirement that the “RSC-1 Form”,
currently required to be filed with the Commission, be signed
by “long term care facilities” under the pains and penalties of
perjury. The current “RSC-1 Form” contains a clause which
declares that the form is signed “under penalties of peijury”.
However, absent a specific legislative requirement that the
form or information be signed under penalties of perjury, the
mere signature on a form which recites such a perjury clause
will not subject the person signing such a form to possible
criminal prosecution for perjury.

3. Adjusting the “interim rates” or processing the “final rates’
of those facilities who have in the past filed substantially
inaccurate information with the Commission with respect to

the total number of patient days of care which they have
provided, and thereby eliminate the element which is known
to have inflated the facilities’ per diem charges to the
Commonwealth.

Respectfully submitted,

RAYMOND F. JOWDY,
Director, Bureau of Welfare Auditing.
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