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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. Sar-
gent signed the legislation which established a Fraudulent Claims
Commission and a Bureau of Welfare Auditing.

The Commission consists of the Secretary of Administration,
Chairman, the Attorney General, and the Commissioner of the De-
partment of Public Welfare or their designees. This Commission
supervises and regulates the activities of the Bureau of Welfare Audit-
ing, a sixty-one member unit, whose duty is to investigate fraud and
abuse of the Commonwealth’s welfare assistance programs.

During the first six months of this year the Bureau hired and
trained most of its staff, established an operational procedure with
the Welfare Department and other agencies or offices of the
Commonwealth and made a start toward its intended goal. This goal
was to accomplish four major objectives: 1) the significant elimina-
tion of existing welfare fraud and abuse; 2) the prevention of an
appreciable amount of potential welfare fraud and abuse in the

3) the impartial and objective reporting of all the facts con-
cerning welfare fraud and abuse in Massachusetts, based upon data
compiled by a Bureau which is independent of the Department of
Public Welfare; and, 4) the meaningful contribution to the achieve-
ment of fiscal integrity in the Commonwealth’s welfare system.

Among the Bureau staff hired to fulfill these objectives are in-
dividuals with varied employment experience and educational back-
ground. They were selected from among federal, state and local law
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enforcement agencies and consisted principally of persons with
specific education and training in law, accounting, law enforcement,
investigation and/or business.

In addition to the major operational procedure established by this
Bureau with the Welfare Department for the handling of welfare
fraud cases, we have developed a solid liaison and cooperative work
relationship with other agencies or offices of the Commonwealth
such as the Department of Corporations and Taxation, the Division
of Employment Security, the Department of Veterans’ Services,
Department of Public Health, and the Offices of the Attorney
General, State Auditor and State Treasurer, among others. We believe
that this interdepartmental cooperation will be of benefit to all. It
has, for example, resulted in additional investigations by such
agencies for possible violations of state income tax laws, unemploy-
ment compensation laws and public health regulations.

During the year this Bureau has received a total of Two Thousand
Nine Hundred Ninety-Nine (2,999) complaints of alleged fraud in
assistance programs admistered by the Department of Public Welfare.
Chart number one attached to this report indicates the geographical
regions of Massachusetts within which the welfare fraud is alleged to
exist and the source and type of welfare fraud complaints received
by us.

Most of the complaints (97%) concern welfare recipient fraud and
involve unreported income (77%). They are usually referred to us by
the Department of Public Welfare (57%) or by the General public
(34%) and concern individuals living in the Boston (33%) or Greater
Boston (22%) 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 Wel-
fare. (Massachusetts General Laws, Chapter 7, Section 30T)

We have referred one hundred ninety-six (196) cases indicatin’,A
fraud to the Attorney General. A description of these cases is con-
tained on the attached chart number two of this report. Forty-eight
of these cases were returned to us with instructions to seek criminal
complaints in the Commonwealth’s District Courts. An additional six
cases were returned by the Attorney General’s office recommending
that they be returned to the legal division of the Department of
Public Welfare for civil court process.
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The remaining 142 cases referred to the Attorney General involve
alleged traud amounting to One Million Five Thousand Two Hundred
Eighty-One Dollars ($1,005,281). Thirty-five of these cases, involving
thirty-nine defendents have been prosecuted in court with the results
reflected on the attached chart number three of this report. The
balance of 107 cases are pending criminal court prosecution by the
Attorney General’s office.

4 Based upon the results of the first 35 cases prosecuted by the
Attorney General’s office wherein the courts have ordered restitution
of $121,287 out of the $172,978 of fraud alleged to exist, the re-
maining 107 cases shall produce approximately $560,000 in addi-
tional court ordered restitution.

The Attorney General has authorized this Bureau to directly seek
criminal complaints in the Commonwealth’s District Courts and to
use, in connection therewith, the offices of appropriate District
Attorneys in cases of recipient welfare fraud of an amount not
alleged to exceed Two Thousand Dollars ($2,000.00).

During this year we have filed three hundred sixty-one (361)
criminal complaints in the District Courts, forty-eight of which cases
were mentioned above as having first been referred to the Attorney
General. These complaints represented an additional Four Hundred
Thirty-Nine Thousand Three Hundred Twenty-Seven Dollars
(439,327) of alleged welfare fraud. Two hundred ninety of these
cases have been prosecuted in court with the results also reflected on
chart number three attached to this report. The balance of 71 cases
are pending prosecution in the District Courts.

Again, based upon the results of the first 290 cases which were
prosecuted and resulted in court ordered restitution of $215,342 out
of the $350,247 of fraud alleged to exist, the remaining 71 cases
should produce approximately $55,000 in additional court ordered
restitution.

Certain cases investigated by this Bureau were found to contain
administrative error committed by a welfare caseworker as distin-
guished from the commission of fraud by anyone. Other cases in-
volved instances of serious personal hardship or extenuating circum-
stances in matters pertaining to certain individuals investigated by
this office. These cases, some 33 in number, six of which are men-
tioned earlier in this report as cases returned by the Attorney
General’s office, have been referred to the legal division of the De-
partment of Public Welfare for civil court process. The amount of
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alleged overpayment of welfare funds in these cases is Ninety
Thousand Twenty-Five Dollars ($90,025.). Civil court actions have
been commenced by the welfare department for the recovery of
these monies.

Other actions taken by this Bureau following fraud investigations
are not reflected in the statistics listed above. For example, a number
of individuals, upon receipt of a notice that their welfare assistance is
being terminated for possible fraud or upon learning that their wel-'oj
fare case is being investigated for suspected fraud, leave the state. In
such cases we ask the welfare department to advise us if the in-
dividual should return to Massachusetts and reapply for welfare
assistance. Our investigations also have disclosed fathers or husbands
who are errant in their responsibility to provide support or alimony
to their families, in which cases, referrals are made by us to the
support enforcement division of the Welfare Department.

This Bureau has in the past six months devoted an increasing
amount of investigative effort in reviewing the practices and pro-
viders of goods or services (vendors), particularly those participating
in the welfare department’s medical assistance programs. These in-
vestigations concern nursing homes, pharmacies, ambulance service
companies, taxi-cab companies, x-ray labs and physicians, dentists,
podiatrists, chiropractors and others. Eight of the cases referred by
us to the Attorney General have involved such vendors and grand
jury indictments have recently been returned against three de-
fenders in those cases.

Those surveys or investigations which we have conducted or are
presently conducting indicate that fraudulent or abusive practices by
welfare vendors represent a very significant problem in Massachu-
setts. Yet, merely 3% of the complaints of fraud received by us
pertain to alleged fraud committed by vendors. Accordingly, we ask
that all concerned agencies and citizens in this state report all irregu-
larities by such welfare vendors to the Department of Public
or to this Bureau. If this is done, we feel certain that we can accom-
plish a greater impact in dealing with the problem of vendor fraud in
the future.

One year of experience in the conduct of welfare fraud investiga-
tions has disclosed a number of problem areas or patterns of welfare
fraud in Massachusetts. Accordingly, we have worked with the wel-
fare department on methods of reducing or removing the suscepta-
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bility to fraud most evident in the welfare system. The following
recommendations made by this Bureau either have been imple-
mented by the Welfare Department during 1972 or are presently
being studied by the Department for future implementation;

1. That the Department honor only those claims for payment
submitted by vendors which contain a complete description of
the type of goods or services provided by the vendor to welfare
recipients in accordance with the Department’s rules and regu-
lations,'and that those billings or claims for payment which
contain incomplete information be returned unpaid to the ven-
dor with appropriate instructions on the additional data re-
quired for the timely processing of such billings by the Depart-
ment; that if such incomplete billings are repeatedly submitted
by vendors to the Department despite warnings given by the
Department, there may be reasonable grounds for the suspicion
of fraud or abuse and the referral of the matter to this Bureau
for investigation. The Department, through its computerized
Financial Management Control System, expected to be in oper-
ation statewide in September 1973, will be capable of fully
implementing this procedure.

2. That the Department develop sample pre-auditing techniques
to determine further the validity of claims for payment sub-
mitted by vendors to the Department for goods or services
provided to welfare recipients; that such pre-auditing tech-
niques extend beyond the process of confirming the eligibility
of the recipient to receive the benefit or confirming the
accuracy of the price charged to the point of conferring with
or examining the recipient as to the goods or services received.
The Department intends to conduct more group, physical ex-

• aminations and make additional inquiries of recipients in the
future to verify billings for goods or services provided welfare
recipients by vendors and to ensure the quality of care received
by them.

3. That the Department inform the class or classes of vendors
involved and the general public that when billings are sub-
mitted to the Department by vendors “asking payment in full”
for goods or services rendered to legitimate welfare recipients,
no further solicitation or acceptance of monies by said vendors
may be made of the recipients themselves or third parties for
supplemental payments for the same goods or services without
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the consent of the Department. Additional public information
will be made available by the Department to eliminate this
problem.
That the Department develop and utilize appropriate sanctions
dealing with vendors participating in the Department’s assis-
tance programs who seriously violate the Department’s rules
and regulations; that the judicious use of sanctions by the De-
partment such as suspension from participation in Department
assistance programs will contribute to the prevention of vendor
fraud and abuse in the future. The Department has developed a
set of sanctions applicable to vendors participating in the De-
partment’s public assistance programs and is prepared to con-
duct the public hearings necessary for the adoption of such
sanctions.
That the Department together with the Department of Public
Health take appropriate measures to end the practices of cer-
tain nursing homes in the Commonwealth who are converting
to their own use or permitting pharmacies servicing the nursing
homes to take back the unused medication of welfare re-
cipients in these homes when such medication has been paid in
full by the Welfare Department; and that the Welfare Depart-
ment develop a closer set of controls on the handling by nurs-
ing homes of the “personal funds” of welfare recipients in the
homes. The Department of Public Welfare, the Department of
Public Health and the Rate Setting Commission intend to ex-
pand their concerted efforts to eliminate these practices in the
future.
That the Welfare Department utilize a special form which

clearly and simply spells out all of the changes affecting the
eligibility of welfare recipients which the recipients are re-
quired to report to the Department; that this form be ex-
plained to and signed by the welfare recipient at the time
initial application for public assistance and upon subsequent
redeterminations of their eligibility for public assistance; and
that welfare recipients be required to communicate in writing
to the Department any change affecting one’s eligibility for
public assistance. A new, six-page redetermination form has
been developed by the Welfare Department for immediate use
which should be an appropriate instrument for the examination
of all possible changes affecting the eligibility of welfare re-
cipients for continuing benefits.



1973] HOUSE - No. 6275 7

In reviewing the activities of this Bureau in 1972 we feel it
necessary to emphasize certain beliefs which we feel have determined
our basic approach to the problems of welfare fraud and abuse in this
state.

First, we have considered it our duty to refuse any offer of the
repayment of monies fraudulently obtained by anyone in the
Commonwealth, leaving that decision, for the acceptance of restitu-

tion in cases of welfare fraud, to the Office of the Attorney General
' or to the Commonwealth’s criminal courts.

Secondly, we felt that our firm and consistent planned policy of
treating all forms of welfare fraud which our investigations have
documented by taking swift action in their criminal prosecution
would have the most significant effect in the elimination and deter-
rence of welfare fraud in Massachusetts.

Those beliefs were not dictated by a desire to attempt to make
“collection agencies” of the courts or of any other state office or
agency. Rather, they are based upon a view that only with the coop-
eration of the courts and the criminal, prosecutorial offices of the
Commonwealth can Massachusetts begin to put a stop to welfare
fraud and abuse.

Fortunately, the courts and prosecutorial officials in the
Commonwealth have extended to us their full cooperation and dedi-
cation despite the pressures of ever-increasing litigation and criminal
court dockets.

We feel that approximately five hundred cases which we have
investigated and documented for welfare fraud prosecution in the
criminal courts in 1972, are of major significance not merely for the
one and one-half million dollars of fraud involved or the million
dollars which should be recovered by the Commonwealth as a result
of these cases, but rather for the potential deterrent effect of the
message which should be reaching those who would defraud and

. abuse the Commonwealth’s welfare system. This message should be
Mhat it is becoming much less than “easy” to defraud the Common-

wealth and that this state does not take the problem of welfare fraud
or abuse “lightly”.

This report is respectfully submitted to His Excellency, Governor
Francis W. Sargent and to the Honorable Members of the General
Court with the intended purpose of outlining the progress which this
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Bureau has begun to make in its first year toward reaching the ulti-
mate goal of contributing to the achievement and maintenance of
fiscal integrity in welfare.

Respectfully submitted,

RAYMOND F. JOWDY.
Director,

Bureau of Welfare Auditing.
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CHART NUMBER ONE

FROM JANUARY 12, 1972 THROUGH DECEMBER 31, 19 o

COMPLAINTS RECEIVED BY REGION

Region
Boston

Number ofComplaints Percentage OfTotal
978 32.6'

* Greater Boston
Brockton

658 21.9
242 8.1

Lawrence 338 11.3
New Bedford
Springfield
Worcester

160 5
401 13.4
222 7.4

2.999 100

SOURCE OF COMPLAINTS

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

1,694 56.5'
1,029 34.3

105 3.5
Bureau of Welfare Auditing Initiated 171 5.7

2,999 100

CASE CATEGORY OF COMPLAINTS RECEIVED

Number ofComplaints Percentage c ofTotalType of Complaint
Vendor Investigations
State Employee Investigations
Undeclared Contributor Of Income

79 2.6?
7

144 4.8In The Home
2,312 77.1Unreported Income

139Receipt of Multiple Payments/Benefits
Check Investigations

4.6
75 2.5

56 1.0Residency Requirements Not Met
Ineligible/Non-Existent Recipient 187 6.3

2,999 100
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