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MEDICARE AND MEDICAID FRAUDS

FRIDAY, DECEMBER 5, 1975
U.S. SexarTe,

Surcommrrrer oN Long-Trern CArn oF THE
Senare Sproran COMMITTEE ON AGING,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:30 a.mn., in room
235, Russell Building, Hon. Frank . Moss, chairman, presiding.

Present: Senators zZ?\Ioss, Chiles, Clark, and Percy.

Also present: Val J. Halamandaris, associate counsel; William A.
Recktenwald and David L. Holton, investigators; Margaret Faye
and Gerald Yee, minority professional staff members; Eugene
Cummings, printing assistant; and Dona Daniel, assistant clerk.

OPENING STATEMENT BY SENATOR FRANK E. M0SS, CHAIRMAN

Senator Moss. The hearing will please come to order.

We would like to welcome here this morning, on behalf of the
Subcommittee on Long-Term Care, all of those who have come to
testify and to be in atfendance as we continue our examination into
the alleged medicare and medicaid abuse.

'The purpose of this hearing is to allow the Honorable Daniel
Waller, Governor of Illinois, or his representatives, to respond to
‘charges of political interference in the operation of the Illinois
welfare program. The charges weré leveled under oath by Mr. John
Goft, former section chief in the Illinois Department of Public Aid.

In his testimony, Mr. Goff charged in part that: '

One: Political interference by Governor Walker in welfare ad-
ministration. Goftf was ordered not to cancel payments to 3,000 ve-
cipients who were fraudently receiving aid in Chicago before the
primary election. Goff was threatened with being fired if he canceled
the cases before the election.

Two: Personnel of the Governor’s office attempted to recruit staff
of the IDPA to work in political campaigns in Chicago, in violation
of the Hatch Act. . _

Three: The quality control sample submittéd to TIEW for Janu-
ary-June 1975 was altered to mark the number of ineligible re-
cipients lower, ‘

Four: The Illinois Department of Public Aid wasted one-q]um‘ter
of a billion dollars in fiscal year 1975 in payments to ineligible
persons. ‘ : .

Tive: The director of the Illinois Department of Public Aid,
“James Trainor, told him not to share information with the U.S.

: (287) ’
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General Accounting Office, the Depavtment of Agriculture, and
other Federal agencies.

Errorr Mapr To CoRROBORATE ATLLEGATIONS

Qbviously, these are serious questions and the committee staff
made an effort to corroborate much of Mr. Goff’s testimony prior
to recommending his appearance before the subcommittee. We in-
sisted that Mr. Goff be placed under oath. Since receiving this
testimony, Senator Percy and I have made every effort to give the
Grovernor or his representatives an opportunity to respond to the
charges. Our efforts to arrange a November 18 hearing failed because
of a conflict with the Governor’s schedule. We are more than happy
to have Mr. Trainor and Mr, Simon here today to respond to Mr.
Gofl's charges.

Before we proceed, I want to make it clear that this is a Senate
hearing and not a court of law. We seelk to learn the facts. We
seek to learn of problems in the operation of the Government health
care programs, particularly as they relate to the elderly. Our goal
is legislation which will bring about some improvement in the
system and make quality health cave a right for all Americans.
I hope our witnesses will keep this thought in their minds today.
I do not suggest that they fail to respond to the charges that have
been made. A. response is necessary and proper but, at the same
time, we would particularly welcome comments on how the operation
of the medicare and medicaid programs can be improved.

That will be the purpose of the hearing this morning, and we
will try to stay close to that subject matter and deal with it
suceinetly,

Senator Percy, the ranking member of the minority on the sub-
committee, I ask youn if you have any opening comments.

STATEMENT BY SENATOR CHARLES H. PERCY

Senator Percy. Mr. Chairman, I have only this comment. In the
years I have been on the Special Committee on Aging, we have
never gotten into this kind of a situation. And the character of the
subcommittee and the overall committee certainly is not changing.

We are not the Senate Permanent Subcommittee on Investigations.
And I want to reiterate your words, Mr. Chairman: This is not a
court of law.

The hearing today was arranged as a courtesy to the officials of
the State of Illinois, against whom allegations have been made.

The presumption is that of innocence, unless and until proven
guilty. and we do not have the facilities for doing that.

If there is conflictiny testimony, and if, in the opinion of our
respective counsels, that possibly constitutes the basis for perjury,
then T think we have no vecourse, other than to turn the matter over
to the Department of Justice.

We do not have the facilities nor the intention to pursue it.
Ours is a legislative intention: to develop legislation that will
enable the Nation to better carry out the social welfare programs
that are deemed necessary. We do have some oversight responsibility,

»
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and it is in that capacity that we certainly want to move ahead, and
be sure that programs are not abused. We also have the long-range
responsibility as a Congress to see whether or not we can aeve].op
financially viable health insurance programs. In bringing out into
the open abuses in a relatively small program which we now have
on the books, we will hopefully find a better basis and better pro-
cedures for carrying out a larger scale program.

Srr10US ALUEGATIONS MAbpn

But I think in retrospect, should we ever be faced with a situation
like this again where we sce serious allegations made against the
character and reputation of a public official, or others, that it might
be well to refer that testimony to those against whom allegations
are made and to give them an opportunity to respond at the same
hearing. Probably that is why, Mr. Chairman, both you and X were
extremely anxious, when we leard these charges—to afford, on an
emergency basis, an early opportunity for those against whom
charges were made to respond. It was simply our inability to
schedule a hearing at a mutually convenient time that caused this
delay. But I would hope to have it clarified now that, in the future,
it might be best in all fairness, to always have both sides of the
story presented at the same time. But certainly time must be made
available to those against whom allegations have been made so that
they have every opportunity to rvespond to them.

I would suggest that all witnesses be placed under oath today,
inasmuch as Mr. Goff was placed under oath.

Senator Moss. Thank you.

As the Senator will recall, we did arrange within the same week
an emergency hearing for Governor Walker, and the Governor was
unable to attend.

Ie called me on the telephone yesterday, the record should show,
saying he would not be able to attend, but hoped we could hear
others who work in his administration.

I told Governor Walker we wanted to afford him every opportunity
to be here to respond, and we would be glad to hear his representa-
tives if he was unable to come.

He will not be here today and, therefore, we will hear the wit-
nesses whom he has designated to appear and testify.

[A letter from Gov. Dan Walker follows:]

STATE oF ILLINOIS,
OFFICE oF "HE GOVERNOR,
Springfield, 1., December 3,1975.
Hon, FraNk B. Moss,
Chairman, Senate Special Committce on Aging, Subcommittee on Long-Term
Care, Washington, D.O.

Dear SENATOR Moss: I am writing in response to your letter dated Novem-
ber 26, 1975. I am pleased that there will be a hearing on December 8 at which
Mr. Trainor and Mr. Simon will testify to set the record straight.

It is unfortunate that Mr, Goff was nllowed to testify without contacting my
office. The charges leveled by Mr. Goff recelved widespread publicity. Nothing
we can do now will undo the damage resulting from the charges,

Mr. Trainor and Mr. Simon will demonstrate the overall falsity of Mr. Gof’s
testimony. Mr. Goff testified to n conversation between him and Mr, Edelman
in which, according to Mr. Goff. Mr. Fldelman made certain statements about
a conversation with me. Mr. Goff’s testimony is, of course, hearsay insofar as
it relates to me. To my knowledge, I have never met or talked to the man. I
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never cven heard his name until the day he testified before this commlttee, I
categorically deny having any conversation with Mr. Edelman in which I gave
him any order not to cancel ineligible cases and I categorically deny ever giv-
ing any such orders. In fact, I have devoted countless hours and have continu-
ously urged responsible members of my administration to take all appropriate
steps to eliminate welfure fraud. ‘

I have not released this letter publicly. ¥owever, if you .vish, I would be
pleased to have it included in the record of the hearings on this matter.

Sincerely,
. DAN WALKER, Governor.
Senator Moss. Senator Chiles?

STATEMENT BY SENATOR LAWTON CHILES

Senator Crmes. Mr. Chairman, I am delighted to hear the Chair
and the ranking minority member say that they do not feel that this
committee is a permanent investigative committec. I am glad to
hear the chairman’s remarks that we arve concerned primariTT with
legislative changes.

I think the committee has been used to air charges—as serious as
these were. As I read the charges that were maae, I think there
would be sufficient grounds for the impeachment of the Governor,
if the Governor actually did try to keep people from being taken off
the roles for political puzposes. It seems to me, if charges this
serious are going to be made in this committee, certainly an oppor-
tunity should have been afforded for response. I cannot understand-—
as a member of the committee, I certainly want to know when charges
like that are going to be leveled against an elected official, and I
think he certainly should be afforded an opportunity to answer
those charges in the same hearing.

I read the headlines in the Washington paper the day after the
first hearing, and those headlines were a couple of inches high.
I could imagine what they were in the Illinois papers for those
kinds of charges.

It seems to me, now that those charges have been leveled in the
committee, to be kind of late to say we are just interested in
legislation.

I also am a little bit concerned at what our Committee on Aging,
and specifically our Subcommittee on Long-Term Care, is doing
with what appears to me to have been welfare charges. It would
seem to me that is not even in our jurisdiction. So I am going to
listen with interest today as to what does come out. And I would
hope that any time that charges are going to be leveled against an
elected official of a State, that that elected oflicial and his adminis-
tration would have an opportunity to know in advance that we
intend to put on witnesses that are going to make serious charges,
and have an opportunity to respond at that hearing. -

As T said, the headlines, regardless of what is said today, ce :not
be erased. I will bet there will not be a story on the front page of
the “Washington Post” tomorrow about what is said today.

Senator Peroy. Mr. Chairman, possibly the general counsel would
respond to Senator Chiles’ question as to how we happened to get
involved in mattérs of public did. IR T

. Senator Moss. I don’t know. It seems to me we are going very far

afield. As a matter of fact, Governor Walker did know the night
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before what was going to happen, and as a matter of fact, he did
have a representative here.

Now, we were not at all trying to surprise any elected official.
It is just that when we go into problems as we found in New York,
where we had the speaker of the assembly before us there, when we
find these situations do exist, and the witnesses come forward and
they do testify under oath, there is no way wo can shub his mouth
right there and say: “No, you cannot testify now until we go and
cet the official.”

Now, all of us are in a degree of peril, I guess, in holding public
oftice, because it is news if something like that comes out. But I
want to deny very vigorously that any effort was ever made to
embarrass or to do anything against the régime in Illinois or in
Neow York, or any of the other States in which we have held hearvings.

Muost Norw Prorir ar Ponric ExreNse

I think it is rather well known that there are inequities that are
going on within medicare and medicaid—which apply principally
to the elderly—where many, many things are happening that need
to be aired. We need legislation to try to form a system that will
operate, so that those who choose to do so may not profit at public
expense. That is the sole objective of this committee, and I do not
think we should be quarreling internally about whether or not we
fi)und something or that we should stop there and go after something
else. ~
We have tried to do our job, straight down the line, and that is
what we have been doing right up to now.

Does the Senator from Iowa have anything to say?

Senator Crark. I would simply join with you, Mr. Chairman,
Senator Percy, and Senator Chiles, in saying that obviously it
would be better to have the charges, and the rebuttals, insofar as
either of those exist, as closely together as possible, and, if possible,
I think in the same hearing. But serious charges have been made,
and I look forward to what the witnesses have to say today.

Senator Moss. Thank you. ‘ '

The witnesses we have before us this morning will be seated at
the table where the microphone is situated.

Our first witness will be Mr, James L. Trainor, director, Illinois
Department of Public Aid, Springfield, T11 .

Mr. Trainor, will you raise your right hand? :

Do you solemnly swear the evidence you are about to give will be
gl}le truth, the whole truth, and nothing but the truth, so help you

od ¢

Mzr. Traxvor. I do.

Senator Moss. You may proceed.

STATEMENT OF JAMES L. TRAINOR, DIRECTOR, ILLINOIS DEPART-
MENT OF PUBLIC AID, SPRINGFIELD, ILL.

Mr. Trarxvor. Mr. Chairman, members of the subcommittec. 1 want
to thank you for arranging this hearing so we could respond to the
allegations that were made on November 13. oo
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Perhaps before I start my statement, it would be valuable for you
to understand a little bit of my background.

I am a 1957 graduate of the U.S. Military Academy. I worked
for the Nationnl Aeronautics and Spuce Administration. I was
special assistant to Mayor Jerome P. Cavanagh and worked for his
successor,

I worked for the city of Detroit as director of commercial and
industrial development and I was also the executive director for
the Southeast Michigan Counsel of Giovernments.

I came to Illinois in July 1974, and became director of the Tllinois
Department of Public Aid on Augast 14, 1974. T was confirmed by
the Illinois Senate by a vote of 52 to 0 earlier this year.

This morning I would like to review with you the status of the
department’s incressingly effective efforts to police the medical assist-
ance program in Illinois. Followirg that, I would ask the com-
mittee’s indulgence to reply to the false testimony that was given
on November 13, 1975, by Mr. John Goff, an ex-employee of the
department.

In August of 1974, when T became divector of the department, Grov.
Dan Walker emphasized his two goals for the Department of Public
Aid: To provide prompt payments, support, and services to eligible
recipients, and to elinmiinate waste and fraud on the part of both
recipients and medical vendors.

pon assuming the job, it was immediately apparent that little had
beon. done to develop systematic methods to determine the validity of
payments to medical vendors of the department. It was also apparent
that there was little coordination among the State agencies who
were attempting to investigate various aspects of the medicaid
program.
MuprcanL Paxyaexts Task Forcr

In order to vesolve the latter problem, Gov. Dan Walker estab-
lished a medical payments task force under the direction of M.
Donald Page Moore, head of the office of special investigations
within the State. To staff the task force, auditors were borrowed
from the department of revenue and investigators from the Illinois
Bureau of Investigation and the State Police. Emplovees of the
department of public aid were also assigned to the task force.

Recognizing that this initiative would require an outstanding in-
dividual to direct the day-to-day activities of the task force, the
department of public aid employed, under contract, Mr. John Simon.
Mr. Simon’s qualifications are above reproach. Of particular value
to the State was his 7 years of experience as an assistant U.S. attor-
ney for the northern district of the State of Ilinois. Since T under-
stand Mr. Moore and My. Simon will offer their own statements to
the committee. T would like to cover some of the achievements of the
Ilinois Department of Public Aid in the last year.

From the beginning, the medical payments task force was recog-
nized as a special effort—an effort that could not be sustained
indefinitely. Therefore, almost from the day the task force became
operational, there were discussions among myself, the deputy direc-
tor for medicai programs for the department. Thomas P. Storer,
and Mr. Simon, on ways in which the task force work could be
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“institutionalized” within public aid to provide an ongoing and
offective means of discovering vendor irregularities and taking
corrective action against them. What evolved #rom this process was,
among other things, the burean of medical audits and review. This
unit consists of auditors who conduct onsite veviews of vendor
records in order to determine whether the department received value
for the money which it has expended. Also, within this bureau, is a
medical analysis unit whose job it is to continuously develop more
sophisticated, computer-bnsec’i analysis systems through which we
can enlarge the scope of our examinations into potential medicaid
irregularities. ,

In the period of time in which we have been functioning, we
have examined by computer the payment patterns of 2,400 providers
who, over an 18-month perviod—dJuly 1, 1973, to December 31, 197d4—
were paid $78 million by the department; 1,510 of those providers,
based upon computer analysis, have been asked to repay to the
department a total of $690,000. Seventy-three others have been re-
ferred for detailed field a.idit as a vesult of the initial computer
review. As of Qctober 81, 1975, 10 audits have been completed.

In addition, the department has developed the capability to audit
medical laboratories and, again based on computer analysis, 18
laboratories have been referred for audit and 4 audits have been
completed by October 81, 1975. Overall, as of November 11, 1975,
the department has asked for repayment of $1,329,770 from medical
providers. Of that, $625,000 has already been paid to the depart-
ment either by check or by future credits against billings.

Since January 1975, we have opened 10 investigations with respect
to medical-vendor fraud. Two have been closed with an indication
of no irregularitiecs. The other investigations arve being actively
pursued at this moment and it appears that iuvestigative matter will
be turned over to the State's attorney or the attorney general with
respect, to at least six of these investigations.

Twelve medical-vendor fraud investigations carried over from
1974 are under active investigation. Six cases were referred to the
U.S. attorney in early 1975; he retained three, and evidence has been
presented to a TFederal grand jury for prosecution purposes in a
rapidly expanding probe of fraudulent medical practices. Three of
the six cases have been returned to our bureau of special investiga-
tions for further investigation and development of leads.

Coxreurerizep Auplt DEVELOPED

We have developed a computerized audit package which will
enable us to examine pharmacies being paid by the Eepartment. In
addition, we will be able to examine patterns of drug usage on the
part of recipients in detail. In my opinion, the drug audit system
offers the most significant advance for the department of anything
that we have done over the last year. It is part of the surveillance
and utilization review system for the medicaid management informa-
tion system which will be operational early next year, beginning in
April 1976.

One of the most persistent and significant difficulties in effectively
monitoring providers of service to the department is in enlisting
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the cooperation of professionsl associations with the department in
policing that particular profession. While in the past it has, on
woccasion, been difficult to obtain that cooperation, 1t now appears
#there is a general recognition by the provider community that their
«own interests are being served by cooperating with the department
in weeding out people who should not be receiving money from the
State for medicaid.

As a result of the audit analysis system which is now operational,
we have identified a number of providers who ave scheduled for peer
roeview on December 13, 1975. This peer review process will be an
ongoing, cooperative effort on the part of the department and the
medical profession. In addition, based on the department’s analyses
and, in some cases, field audits, four laboratories ave under investi-
gation for what appears to be fraud against the department.

SSURVBILLANCE AND UTILIZATION SYSTEM

This has been a brief summary of what has been a monumental
taslk—the development of a surveillance and utilizotion system in a
department which had none just a year ago. While no one is satis-
fied with the results so far, least of all myself, I do believe that,
in a very short time, the State of Illinois has acted to correct many
of the problems with which it was plagued just a year ago. This
is & tribute to the task force and to mambers of the department.

I would now like to address the false testimony of Mr. John Goft
on November 18, 1975, before this committee.

The most serious charge made by Mr, Goft was that, on my orders,
the department failed to cooperate with, ov withheld information
from, the U.S. Government Accounting Office, the Department of
Health, Education, and Welfare, and the Department of Agriculture.
This is totally and completely false. If there were a stronger way of
saying it, I would do so, but to emphasize the point, let me repeat
my statement—Mr. Goff’s testimony was totally false and totally
without merit.

In fact, an examination of the time period Awugust 1974 until
now, by GAQ or any other group, will show a consistent willingness
to share information with any agency which had a proper interest
in such information. That cooperation will continue as long as I am
director of the department.

In addition to the GAO, Mr. Simon, myself, members of the task
force, and other members of the department—in the 6 months be-
tween September 1974 and March 1975—shared information with
the TU.S. attorney, James R. Thompson, members of his staff, the
Department, of Justice, the O. ¢anized Crime Strike Force, the FBI,
HEW, ths State Department, the DEA, and staff of the Senate
Finance Committee, Within the State of Illinois, we met with mem-
bers of the attorney general’s staff and with the State’s attorney in

Cook Country.
, Conracrs Wi GAO

The department’s cooperation with the GAQ is indicated by the
fact that between September 9, 1974, and February 25, 1975, John
Simon had 26 contacts with the GAO staff on 21 separate days.
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These ranged from telephone conyersations to meetings of 3 and 4
hours. In addition, I met with GAO formally on two occasions and
informally much more often.

One such meeting in late 1974 was called at my insistence to
inform the GAO auditors of the department’s detailed plans to
internalize the medicaid task force. During that meeting, the prog-
ress of the task force to date was reviewed, the status of ths com-
puter ru .. was discussed, and the means by which we would insure
continuapuwon of the work of the task force within the department
structure were outlined. _

Again on February 25, 1975, M. Simon and myself met in Wash-
ington to discuss with the GAQO the findings of the task force and
the department’s plans for continuation of that work. Mr. Simon
had alveady gone over much of this material the day before with
GAO. The combination of those 2 days totaled 914 hours of meet-
ings and conferences with GAQ officials on the work of the task
force. All of this information, plus much more detail on individual
contacts GAO had within the department, is veadily available from
the auditors who conducted the investigation.

Finally, I would ask this commiitee to weigh its knowledge of
the competence of the GAO in the work that 1t has done for Con-
gress over the years and balance that against the unsubgtantiated and
false charges of one witness.

Iravn Cmarces DpeNzep

Charges that the GAO auditors were not allowed access to com-
puter programs that purportedly would have shown them wide-
spread fraud in Illinois are also fi se. Bach of the programs that
were developed by the department were discussed with GAO as well
as the vesults that we hoped to achieve. The following statement
from an individual who developed most of our computer programs
tells what actually happened.

During the period of the General Accounting Cfice (GAO) audit, I was super-
visor of the technical support unit. ‘Chis unit had the responsibility of develop-
ing and coordinating all computer systems for the Bureau of Quality Control.
One guch computer system was developed at the request of the Governor's
Medical Task Foree; its purpose being to select medical providers for audit and
investigation through use of provider statistics, The unit had developed nine
computer listings to accomplish thig purpose by the time of GAQ'S avrival. Bach
listing was open to review by the General Accounting Office rupresentative, Mr,
Qlift Melby, Mr. Melby was given gn orientation, during which listings were
taken from the storage cabinet, exhibited, and explained. The listings exhibited
included ; the vendor interrelated provider program. (030), the potential dupii-
cates for select vendors (002, 005, 008), the analysis of vendor drug dispensing
program, the downstate drug abuse program, and the factor non-factor com-
parison program. Other computer listings in the posgsession of technical support
could be accessed by Mr, Melby at any time; however, they were not part of
the presentation as X believed they were failures, These listings all had either
some defect with the logic or production.

Subsequently, other computer listings have been developed, These listings
were labeled the 500 series.

Report 1 (503) caleulates the distribution of a specific provider for the most
common procedures; if the provider's procedures exceed group norws, an excep-
tion utilization inditntor appears.

Report 2 {510) enforces the procedure code definldon with relation to time
parameters. '
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Report 8 (518) checks for multiple “ectomies” or amputations,

Report 4 (520) scans a physician's record to assure the department payment
for postoperative procedures has not been made.

It must be noted that the 5OO serles of computer printouts was ot totally
developed or programmed until the end of April 1975. These listings presently
comprise the core of the department’s *~terim surveillance and tilization

review program,

In addition, Mr. Simon reviewed with My, Cliff Melby, of GAO,
all of the computer programs that were under development or which.
had been developed. He explained the purpose of the program, what
he had hoped to achieve, and cited examples of the results. In in-
stances in which a program was not effective, the reasons for its
failure were also discussed with Mr. Melby. Finally, the 500 sories
runs, while they were not fully operational until April 1975, were
discussed with GAO by Mr. Simon under their generic title, “The
Utilization Exceptions Listing.”

Mr. Goff’s statement that “The Federal quality control sample for
the January to June 1975 period was altered” is totally false. In the
first place, his testimony is based upon snatches of information
which he hag distorted in his own mind—a commonplace in his
testimony. By that time he had already left the agency. The situa-
tion that actually oceurred involved a disangreement beiween the
Tinois Department of Public Aid and the Regional Office of the
Deproetment of Health, Bducation, and Welfare on what was re-
quired to complete the sample for that period.

“Hoxrsr Drrrrrexce or Oriniox”

Federal regnlations require that public ald complete quality
control reviews of 1,200 cases during each 6-month period, Because
some of the cases are no longer on the rolls by the time the
review is made, o larger snmple is normally requirved. During the
period January through June 1975, the department reviewed more
than the 1,200 cases required. We informed HEW that our inter-
pretution of their yegulations vequired that we submit only the
1,200 cases reviewred, plus the cases that were dropped. HEW con-
tended that wo had to submit the entire sample, even though it
wag . oxcess of their review requirements. This was an honest
difference of opinion between the department of public aid and
HEW on interpretation of quality control policy. HEW subse-
quently determined that we should submit our entivejcase sample,
which we did.

As o result of Mr. Goff’'s allegation, one of the participants in
this dispute was recently quoted in a Chicago newspaper as
charging that public aid oflicials “purposely misunderstood” Federal

nidelines in submittin snnz})les of welfare recipients to HEW.

nsed on that article, the individual involved sent a letter to the
city editor of that newspaper in which she said the following:

''he Saturday, November 15, 1975, issue of the Chicago Tribune carried an
drticle which used my name and contained statements which are misleading—

and she had attached a copy of the article—

I did not make the statements attributed to me in your newspaper.
The subject relates to a quality control process which is very complex. Dur-
ing the completion of the State’s recent quality control sampling of welfare
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recipients under tue ald to dependeant children prugram, the Illinois Depart-
ment of Public Ald (IDPA) disagreed with our interpretition ag to the num-
ber of cases to be submitted to the Federal agency.

Through discussions with IDPA staff, this issue was resolved to the satisfec-
tion of HEW, and all sample cages were submitted.

May I request that action be taken to correct the erroneous impressions made
in the November 15 article?

In otber words, on transcript pages 71 and 72 of his testiinony,

s L A ;i . {4
John Goff lied when he said the quality control cases “were not
given to the EIEW oflice.”

In_addition, in an August 27, 1975, leiter to me ag director of
the department of public aid, the Acting Regional Commissioner
of SRS indicated HEW’s overall satisfaction with the State’s
quality control and corrective action process.

Specifically, the Regional Commissioner stated:

The agency maintains an independent bureaun of quality control, containing
an efficiently managed quality control unit. Chig staff is sufficiently trained and
experienced in conducting investigative reviewz and knowledgeuble in applica-
tion of State policy.

‘Che stotistical capabilities of the State agency are more than sufficlent, as
exemplified by the quality of sampling techniques and data analysis.

Trom these comments, I think that the committee raust reject
as false the allegation that the department “deliberately misunder-
stood” quality control regulations. It is simply mot true, and is
in total variance with the memories of all dircet participants in
those particular discussions.

One of the difliculties with Mr., Gofl’s testimony is trying to
inject, veality and rationality into his statements. Nothing is nore
typical of this problem than his allegation that he was instructed
not to share any specific or technical information with U.S. De-

" partment of Agriculture auditors who were attempting to audit
the Illinois food stamp program.

Arrecarions Drirrrcuny To TUNDERSTAND

Therefore, it has been particularly diflicult to understand suffi-
ciently what he is talking about, in order to make an intelligent reply.
However, the department did contact the Regional Director of the
U.S. Department of Agricultnre in an attempt to determine if there
were any instances in which they felt that we had obstructed their
progress in auditing the Illinois food stamp program. In response,
the Regional Director, Dennis M. Doyle, was provided me with
this statement on the cooperation of public aid with the Department
of Agriculture:

Phis is In response to an lnquiry from a member of your staff this date (No-
vember 18, 10756) concerning pozsible refusal by State personnel to provide in-
formation in connection with audits of the food stamp program in Illinois.

We congulted our Regional Office of Audit to determine it there <vere any
problems. That office assured us that they have never been refused access to
records when requested. Likewise, our office has not been denied access to rec-
ords in connection with enforcement of food stamp program regulations and
instructions,

In a further attempt to discredit the department, Mr, Gofl' ¢laims
that regional audit staff from IEW were denied specific informa-
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tion, based on my orders. Interestingly, he expressed puzzlement
that they “went away and never requested any more information.”
The reason for his puzzlement is not hard to determine. Mr. Goff
did not know that, in fact, HEW was continuously and fully in-
formed of the activities of the medicaid task force, and was
furnished with any and all information which they requested and
they took advantage of our efforts to cooperate by requesting a
report on computer utilization which we furnished to HEW auditors
on January 10, 1975,

This fact can be easily verified by discussions with the Regional
Director of region 5 of FIEW. In addition to other contacts, on two
different occasions, November 27, 1974, and February 14, 1975,
Mr. Simon, who was managing the medicaid task force, and I met
with HEW regional officials in their offices to discuss the progress
of their investigations, and to report completely on the progress
that we were making. We shared with them our activities, and
to the extent they felt they could, they covered what they were
doing with their audits. Again, rather than a lack of cooperation,
we actively sought to share our progress and our knowledge with
all irvolved Federal officials. Again Mr. Goff lied on transcript
prge 42 when he claims we did not cooperate with HEW.

Rrasonw ror RusiewATioN Q,UESTIONED

‘While I have no direct knowledge—and neither does Mr. Goff—
of the incident;, referred to by Mr. Goff concerning Barbara Wright
and Richard Dunn, I would point out that the testimony, from
what knowledge I do have, is not correct. "The implication of the
testimony was that, because of the “threat,” Mrs. Wright resigned
and left the State. This is simply not the truth. When I became
the director of public aid in August 1974, Mrs. Wright informed
me that she intended to resign and, in fact, on September 18, 1974,
she submitted a formal letter of resignation which would be effec-
tive November 20. My understanding was that she had already
decided to accept 2 position in Washington, D.C., effective Decem-
ber 27, 1974. Therefore, there would appear to be no connection
between the conversation reported by Mr. Goff and Mrs. Wright’s
resignation which took place months before the supposed Dunn-
Wright conversation.

In discussing John Simon’s salary, the statement was made that
Mr. Simon was paid over $100,000 for his work on the task force.
This is also untrue. Mr. Simon was paid a maximum of $52,000
at a billing rate of $50 per hour and, in fact, he worked more
hours than those for which he was paid. Mr. Simon was employed
not for 10 or 11 months, but for 6 months.

In his testimony, Mr. Goff related an incident of alleged political
recruitment of staff. The implication clearly left in Mr. Goff’s
testimony was that, while he reported the situation his immediate
supervisor, nothing was done about it, and that the employees
subsequently involved themselves in political activity. In fact, when
M. %oﬁ’s supervisor was informed on February 21, 1975, he
immediately telephoned me and related the information from
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Mr..Goff. I directed that Mr. Gofl’s supervisor explain the rules
about political activity and the consequences of breaking those
rules to the employees involved. My instructions were carried out
that same day. Subsequently, we checked payroll records and found
that the employees in question were recorded present each day
for the 3-week period following the February 21, 1975, incident.
Therefore, it would be totally improper to indicate that no action
was taken, or that, in fact, those employees engaged in political
activities while employed by the department, or used any of their
“sick” time for such activity.

Any such political activities would be in direct violation of the
Governor’s Iixecutive Order No. 3, issued on February 8, 1973.
In that order, the Governor forbids any employee from asking or
requiring “any other employee, whether in an exempt or nonexempt
position, to do political work.”

One of the vicious falsehoods in Mr. Gofl’s testimony is the
allegation that Donald Page Moore, an anonymous member of the
Office of Special Investigations, and I blocked his attempt to
investigate “certain individuals” vsho had more “significant contri-
butions” to Donald Page Moore’s political campaign for State’s
attorney in Chicago. Mr. Moore will be able to defend himself with
regard to those charges. However, my involvement is of importance
to the committee’s understanding of the type of unsettled and
confused individual with whom we are dealing in Mr. Goff.

“Uwnavraorized” Invesriaation CoONDUCTED

In November 1974, it became apparent to My, Simon and me that
Mr. Goff was neglecting his duties in developing computer pro-
erams for the task force. Subsequently, we discovered that Mr.
Goff had decided to conduct his own unauthorized investigation
of an exemployee of the department, and a responsible and re-
spected resident of the city of Chicago. In order to do this, he
enlisted members of his staff to conduct a surveillance of the resi-
dence of the exemployee. At about the same time, Mr. Goft decided
that e needed information from the State Department of Banks
and Trusts in order to determine what he felt might be improper
relationships between the board of directors of a bauk and individ-
uals doing business with the department. Although he contends
that “in his 10-second conversation” I authorized him to do this,
I do not ever recall having done so. But, based upon his desire
to obtain such information, he represented to an attorney on my
staff and to my secretary that I had authorized this action, and by
such means obtained a letter with my signature that was intended
to give him access to the department of Danks and trusts. As soon
as I discovered what had happened, I informed Mr. Goff that his
action had been unauthorized, and made the following comment:

While I highly regard the use of initiative, it must be channeled within a
proper administrative framework. Pursuing rumors is to no advantage, espe-
cially where it takes attention away from the development of investigative
techniques, and the pursuit of specific cases in which fraud is strongly indi-
cated. I, as well as you, am greatly interested in protecting ¢, . . the Integrity
of the State government in Illinois.” No one in IDAP will be diverted from that

70-307—176——2
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goal. However, that goal is not attained by escaping administrative channels
in order to obtain confidential information for which no specific need is shown.
Provide the basis for that need, and I will be happy to oblige your request. The
basls must be facts, and data, and their source, together with a justification
and rationale for the obtaining of whatever information you seek.

Mr. Gofl’s veply is interesting, and provides, I believe, an
insight into his true thinking at the time, rather than his recollec-
tion of events 10 months after the fact. He said:

I received, reviewed, and am responding to your December 20, 1974, memo-
randum concerning my section’s request for information from banks and trusts
commission. My confidence in your leadership ability and fairness was reaffirmed
by your memorandum. You questicned only my judgment in a particular set of
circumstances, in fair and straightforward language, not my overall manage-
ment ability, my loyalty to this agency or yourself, nor my desire to help bring
management techniques into common usage in the department of public aid; I
sincerely thank you for that.

DocomenTts SusyiTrep o U.S. ATTORNEY

This, however, did not end Mr. Goff’s questionable activities, nor
his proclivity to pursue his own concept of reality. In January
1975, John Simon and I became aware that Idr. Goff had assembled
the material that had been collected from his unauthorized sur-
veillance activities. We demanded he submit that documentation
to us. He did. After reviewing the material, I felt that it should be
transmitted to appropriate law enforcement officials, and I so
informed Mr. Goif personally and by memorandum of January 14,
1975. At that time, I told him:

I cannot condone, nor will I condone, the actions you have taken in this re-
gard. However, because of the potential importance of the allegations or innu-
endos contained in the material which you submitted with your memo, I do
agree with you and with your staff that they should be turned over to the
proper State or Federal authorities. Therefore, today, January 14, I have di-
rected that all the material which you furnished me be turned over to the U.S.
attorney in Chicago with the request that it be investigated and, if appropriate,
presented to a grand jury.

- In a letter to U.S. Attorney James T. Thompson on the same day, I
suggested that—

... any necessary amplification of the information in the reports be obtained
from employees who undertook preparation of the reports. You are assured of
the complete cooperation of the Illinois Department of Public Aid in this matter.

We received a signed receipt from an assistant U.S. attorney,
Thomas P. Johnson, of the material, which he accepted. In order
to preclude any subsequent allegations that either I or M. Simon
had removed any of the material given to us by Mr. Goff, Mr. Simon
informed Mr. Goff on January 24, 1975, that:

the information he—Goff—supplied, while consisting of Xerox copies, had origi-
nal typewritten letters upon them, and that certain of the items contained
deletions. ‘

I told Mr. Goff that the items containing deletions were appen-
dix 19, appendix 24, appendix 26, and appendix 27. Mr. Goff
expressed concern over this, and I informed him that I was certain
that since the items which I had had the original typewritten
Jetters on them, I assumed that they were received from him in
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that condition, but that he should check each of these items, and
if he desired, forward them directly to the U.S. attorney, with a
copy to us, or to provide the material to us and that we would
forward it to the U.S. attorney. Mr. Goff said that he would look
into the matter.

Subsequently, I received a letter from Mr., Thomas P. Jolinson,
assistant U.S. attorney from the northern district of Illinois, in
which he said:

We have reviewed this material and have concluded that the allegations con-
tained therein do not warrant investigation by our office at this time.

Thus, as you can see, there was nc “coverup,” no obstruction
of justice, no attempt to deceive or withhold—and Mr. Goff knew
this. On January 14, I told him in writing, and on January 24, he
personally thanked John Simon for forwarding the material to
the T.S. attorney.

Therefore, Mr. Goff lied on transcript page 76 when he says
that he does not know, “if that has been veferred.”

One of the more bizarre comuments in the testimony of Novem-
ber 13 was the assertion that factoring firms received a much higher
degree of special treatment than non-factors. What makes this a
surprising statement is that Mr. Goff participated in the develop-
ment of a special program which examined just that question.
Both the task force and I had persistently heard that allegation,
and attempted to determine if it were true.

Lrtrie DIFFERENCE SHOWN

In order to verify it, we developed a computer program which
identified factorinig companies along with all other providers for
the period February through August 1974. The results were rather
surprising. They showed no measurable difference in the number
of bills submitted by individual providers and those submitted by
factoring companies. They also showed that the interval betwecen
the date of service and the date of processing a bill for an individ-
ual provider was slightly shorter than that of bills submitted by
factoring companies.

While factoring companics received a slightly higher percentage
of payment in relation to the amount billed the individual pro-
viders—3 perceni higher or 74 cents on the dollar received by
factoring companies as compared to 71 cents received by individual
providers—factoring companies experienced 20 percent more of the
bills submitted by individual providers. The results of this analysis
belied the common assumption that factoring companies received
special treatment from IDPA.

From this analysis, you can see that just the opposite conclusion
was reached from that put forward by Mr. Goff, and let me remind
you again that Mr. Goff participated in the development of this
specific program. Thus, I cannot account for his statements before
this committee or for his assertion that factoring firms veceived
one-third higher amounts of these overrides than did nonfactors.
“he actual figure on override codes was only 2 percent higher.

On transcript page 39 and again on pages 50 and 51, John Goff
charges that my predecessor ordered him not to cancel over
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3,000 ineligible cases, “until after the primary election being held
next week.” This order supposedly came directly from Gov.
Dan Walker,

In reviewing the documentation of the income verification pyf
gram during that period—TFebruary 19741 find nothing to suppbit
Mr. Goft’s charge.

Quite the reverse. Recipient checks for the 3,000 cases in question
wore held, not mailed, until the department could verify the eligibil-
ity of the clients.

Not a single dollar, certainly not $100,000, was lost by the State
or Federal Government under this procedure.

The reason for withholding checks and verifying eligibility was
expressed by the then-Director Joel Edelman in a press release:

We are concerned about why families have not reported to public aid offices
if they have not received thelr checks. If they know they are no longer eligible

for assistance, that is one matter. But we want to be absolutely certain needy
families do not suffer because of some misunderstanding about what is required.

Case Samrrines Axp “Horrines” InNsTrroTED

Three telephone “hotlines” were set up to answer questions about
the income reporting form. In addition, a sample number of cases
were visited to determine why the forms were not returned.

All of this stermmed from the concern of the Governor, Director
Edelman, and Father George Clements, pastor of Ioly Angels
Church in Chicago, that welfare clients not suffer because they
did not understand the form or never received it. Father Clements’
recollections of this incident are attached.*

The point is clear. Concern for human beings, not politics,
motivated all three men. Also, there was no whispered order from
the Governor, but rather a press release from the department
appealing to community groups, welfare rights groups, clergy,
and everyone else to assist in preventing har'(:iship to welfare ve-
cipients who were not receiving their checks.

Parenthetically, the Federal district court in Ilinois on August 1,
1975, vuled that nonreturn of the income-verification form 1s not
sufficient reason to cancel a recipient’s grant, The client’s eligibility
must be verified.

John Goff knew all of this. And he also knew no money was
lost because of this procedure. Yet, in his mind, due process and
the rights of others, are unimportant. Fortunately, Father
Clements, Joel Bdelman, and Governor Walker did not, and do
not, believe as he did. '

On transeript page 89, Goft states Joel Edelman resigned “several
weeks later.” Perhaps, in Mr. Gofl’s world, it was several weeks
later. In fact, it was 6 months after these events.

Again, I submit that Mr. Goff purposely misled this committee
by completely distorting the truth surrounding the February 1974
income verification program.

It is essential, I believe, for the committee to understand with
what kind of individual we are desaling. For this reason, I want

*See appendix 2, {tem 4, p, 405,
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to cover some of the events that have taken place since his testimony
on November 21, 1975, We discovered that Mr. Goff was suborning
employces of the department of public aid. He was seeking highly
confidential computer runs, analyses, and reports on medical vendors
which are under examination by the department. Several employces
may have cooperated with him,

I use the word “may” because, in spite of this intolerable situa-
tion, the department has suspended its internal investigation. The
U.S. attorney for the southern district has informed us that he
does not wish Public Aid to pursue the matter. While I find this
request objectionable we will honor it.

Porrce ProrrcrioN ProvipeEp

One other factor is important in this regard. The person who
provided the informatior. concerning Mr. Goff's subornation was
so fearful of physical attack by Mr. Goff that police protection
had to be provided.

I wish to thank the committee for the opportunity afforded to me
to refute the charges made on November 13, 1975, by Mr. Goff
and the opportunity to tell you a little bit about what we have been
trying to do to improve our surveillance of medical providers of
service. More has been done over the past year than ever before
in the State of Illinois. Our progress has been examined by Govern-
ment agencies, and has been found to be significant. Future pro-
grams will make the department even more effective in monitoring
the medicaid program.

Therefore, I welcome any examination by GAO of our activities
because I firmly believe that while we have a long way to go, we
can be extremely proud of what has been built over the last year.

The only remaining question is the motivation that might have
prompted Mr. Goff’s testimony. I cannot even speculate on what
that might be. : ,

However, I would like to quote from a memorandum that Mr.
Goft sent to me early this year. In reviewing the alternatives for a
decision, he said:

If the banks are not reviewed and a subsequent review in the coming months
shows them to be conducting, or at one point in time to have conducted, illegal
activities, then the question is immediately raised in the minds of the citizens
of this State, and perhaps in other States: *Why was not this review conducted
by the acting director or the Governor at the time when significant questions
were raised coucerning the banks activities?” The press can then bally-hoo such
terms as ‘“‘cover-up,” ‘“‘conspiracy,” “obstruction of justice,” etc., against the
agency, my section, yourself, and the Governor. While the charges would be
ridiculous, it would weaken the Governor's position and would further lessen
the confidence of the citizens in the governmental institutions of this State.

I agree with the statement that the charges would be ridiculous
but I would submit that perhaps this is the scenario that Mr. Goff
has chosen to follow.

No one covered anything up. We cooperated in every way with
all Federal ageiicies, and particularly with the U.S. Government
Accounting Office and with the Department of Health, Education,
and Welfare. John Goff has lied to this committee. under oath,
both in general and on specifics. o



304

Thank yon, Mr. Chairman.

Senator Moss. Thank you for your statement. We appreciate
your coming and presenting to the committee your position, and
we are anxious of course to get everything on the record that we can.

You have challenged categorically many of the things that Mr. Goff
snid under oath before this subcommittee and, thercfore, that pre-
sents us with a dirvect conflict, of sorts,

On page 5 of your prepared testimony, My. Trainor, you stated
in the past it has been difficult at times to geb cooperation from
professional associations.

I wonder if you could tell us what took place in the November
1974 meeting that you had with the Illinois Medical Society Ad-
visory Committee, through the department of public aid?

As we all know, this is o panel made up of physicians who are
members of the Illinois State Medical Society.

I have here the October 16, 1975, testimony of Dr. George
Mitchell, who appeared before the Illinois Legislative Advisory
Committee, and I would like to read you a little section from his
testimony to get your reaction, and I quote:

Over the years, this committee has responded to the department's request to
look into questionable practices of physicians and to make recommendations.
They also advised in other matters regarding services provided to recipients.

Their investigations were always conducted thoroughly and fairly. If there
was any question whatever, the committee recommended immediate corrective
action. In many instances physicians were denied payments, removed from the
program, or required to make restitution to the State of Illinois on recommen-
dation from this committee,

In other words, the Medical Advisory Committee was an effective, hardwork-
ing committee which enjoyed a good working relationship with IDPA—that ig,
until its November 1974 meeting. At that meeting, the newly appointed director,
Mr. James Trainor, threw the commiftee into a turmoil . . . and rendered it a
useless, ineffective, do-nothing group. Here's why !

UNUSUALLY LARGE BILLINGS

Prior to this meeting, the committee had conducted in-depth investigations
into the practice of 856 physicians who had billed the department for unusually
large sums of money. Thisg investigation wayg done at the request of the previ-
ous director of IDPA. Twenty-five physiciang—in teams of two--had visited
the office of each high-volume doctor, observed his practice, reviewed his rec-
ords, and questioned him thoroughly about his practice.

The primary purpose of the November meeting was to discuss the findings and
to make recommendations to the department. ‘

The first case was presented to the committee and—after fuil discussion—a
motion was made and seconded to withhold payments from thig dockor until it
conld be determined by the department whether or not he had performed the
gervices for which he had billed.

At this point, the director interceded and stated that he was not going to
permit this, The members of the committee were stunned; the chairman pointed
out, that this had been the practice in the past. Furthermore, this was only a
recommendation, It would be entirely up to the department to take any action
it deemed necessary. The director sald he would not even permit the commit-
tee to make such recommendations because it constituted a denial of the judi-
cial process to the doctor concerned. The director’s attorney, who also iwas
present, concurred. I then asked the director what the purpose of the commit-
tee was. His reply was: “When I need advice on medical matters, I will call
on you.” With this we adjourned, No further meetings were scheduled for this
committee,

It is my understanding that the director dissoived the committee or just let
it fade into the sunset.
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In the spring of 1975, I was advised that the director was planning to recon-
stitute the committee—not with candidates nominated by the Illinois State
Medical Society as was customary in the past, but from a list of 30 names he
had solicited from the former conimittee chairman,

Could you respond to that?

I have here the 35 cases* which we received from the advisory
committee. Why did you refuse to allow the committee even to make
recommendations for disciplinary action by the department? Why
did you not follow up when the medical society did its work for
you, and handed you 35 cases of possible fmuc{ committed by its
own members?

Mr. Trainor. To answer your first question, Senator Moss: I
would submit that those 35 documents that you have in your hand
and which I have personally read, although it is now about a year
ago since I have, do not provide an adequate basis for taking action.

One of the problems that the department has had, and we were
very much aware of, is that it had no system of administrator
review—no due process for providers against whom it was taking
action.

No Lrear Basis For CHALLENGE

It would take an arbitrary action based upon its own reading of
the circumstances involved, and what would happen was the minute
there was a challenge, the minute it was challenged in court, the
minute an attorney came in and asked on what basis I made this
judgment, and what are my remedies—there were none; and those
recommendations are not in a condition to provide a valid basis upon
which a responsible official can act. They just are not.

We have now rules and regulations; we have processes and,

arventhetically, they were supposed to have reviewed all 200 of the
iigh-volume providers—in fact, they reviewed 35. And if you
examine those documents yon will sce they vary in quality tremen-
dously and I submit to you that it was not the reluctance to use
the medical profession, i1t was a reluctance mot to penalize pro-
viders who had done no legal wrong at that point without giving
them some administrative due process prior to such action.

My position, sir, is set out in o letter** to the chairman of that
committee. I believe the date of that letter is November 16, 1974.

I will be glad to furnish it to the committee. Dr. Mitchell’s
recollections of that mecting are not my recollections, and the
attorney he refers to is Mr. Stmon and he is in the room.

Senator Moss. It scems to me passing strange that this committee
made up of medical practitioners, chosen by the Illinois Medical
Association, which had been doing this sort of investigation hereto-
fore, on the very first meeting that you have with them, they present
to you some cases and you simply say that you are not going to do
anything with those cases. In effect, you Indicated the committee
was not going to continue any longer and, indeed, it was not re-
appointed; is that right? :

Mr. Trarxor. In the first place, this meeting was not the first one,
and it was not the first time T had scen those coses.

* Retained In sthcommittee files,
*sNot received at time of publlcation.
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T had seen those cases edrlier, perhaps as early ag October.

I could refresh my memory on that, but we had reviewed those
cases and we had reviewed what had been done, and we had re-
viewed the recommendations. As far as a pattern of operation o
the advisory committee in the past, I would be happy to furnish this
committee detailed minutes of what actions they actually had taken
over the past years and, in fact, what specific actions they were
recommending on some of those cases—some of which was that
there be no action, ,

Senator Moss. The testimony that I read to you is:

At this point, the Director interceded, and stated he was not going to permit
this, and the members of the committee were stunned.

“DaaIAL oF JUDIOTAL FProcess”

The chairman pointed out that this had been the practice in the
past. Furthermore, this was only a rvecommendation, and it would
be entirely up to the department to take the action deemed neces-
sary. The director said he would not even permit the committee to
make such recommendations, because it constituted denial of judicial
Pprocess to the doctor concerned.,

Now, I have one of those reports here, signed by a medical prac-
titioner, who is one of the two on the team that went to see the
functions of Dr. Arturo el Real. The question is: “Why docs
Dr. Del Real, with a lavrge practice at 3810 Broadway, have another
office so far awny at 63d Street, with a correspondent, a heavy office
practice? Why does Dr. Real pay such a large surgical insurance
premium to do 10 tonsiilectomies in 1978% The cost of malpractice
insurance exceeds the income from the 10 tongillectomies. ‘

Is that not a matter to be looked into by the department?

Mr. Trarvor. Yes, and it was, but it was looked into in & proper
way.

Senator Moss. In a proper way?

Mr. Trarxor, Yes, sin, . :

Senator Moss. Well, this is a recommendation they wanted the
department to do.

Mr. Tramvor. No, siv; I disagree with Dr. Mitchell’s recounting
of that meeting. There are minutes of that meeting.

There is a letter * from me to the chairman of the committee
explaining what our position was and why we were taking it.
I would ask that I be allowed to furnish that to you, because my
memory is at variance with Dr. Mitchell’s.

Senator Moss. Well, you certainly will be permitted to furnish
any documentation that you would lhke.

I am simply reading the testimony of Dr. Mitchell when he
appeared before tlie Tilinois Legislative Advisory Committee on
Public Aid.

Mr. Traxvor. Yes, sir, and I would like to point out that Dr.
Mitchell, in spite of his unkind words about me, is on our new
medical advisory committee.

*Not recelved at time of publication,
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Senator Moss. Well, that is what he testified to, and that is what
makes me wonder about this situation that you describe in your
statement to us.

I also am a little bit concerned about your characterization of
Mr. Goff as an unsettled, confused individual. This is on page 17
of your testimony.

Was Mr. Goff a successful employee of the department?

Lerrers of REPRIMAND

Mz, Traivor. He was a successful employee, for I believe he was
in the department about 81% years and, during that time, he had
several merit increases and he had several superior performance
increases, but interlaced with those in his personnel record are
letters of reprimand.

In the period of time in which he worked for me, the only in-
creases which he received were those which were automatically
given to all State employees.

Senator Moss. Well, did he not, in a period of 3 to 4 years, advance
from a $12,000 salary to $23,000 and, ultimately, he had $23,000
salary in the department?

Mr. TraiNoR. Yes, sir.

Senator Moss. During this period of time, was he rated by his
superiors as he made each of these advances?

Mr. Tramvor. Yes, sir, ho was,

Senator Moss. And well——

Would you say that he was an unstable and confused individual
during this time?

Mr. Trarxor. He was during the latter part of 1974 and, obviously,
continuing to today.

Senator Moss. Do you think it came on abruptly, then, after he
had attained that high position?

Mr. Traivor. Well, Senator, Mr. Goff is an extremely intelligent
young man. He is a hard-working young man, but I guess he is
fanatical in his pursuit of his own goals, and resents the imposition
of any authority or administrative control over his activities. As I
said before, if you examine his personnel record, you will find the
merit increases, the superior performance increases, but you will also
find continuing letters of reprimand.

Senator Moss. Well, did Mr. Goff resign, or was he fired ?

Mr. Tratvor. Mr. Goff resigned.

Senator Moss. Now,.on page 5, you also note that Mr. Goff charged
you and the department for failing to cooperate with the GAO,
HEW, and the Department of Agriculture, and you deny each of
these allegations, g

First, about the Department of Agriculture. Despite your denial,
is it not true you were present at a mecting along with IDPA -
attorney, Dave Rakov, and told IDPA employees not to share in-
formation with the Department of Agriculture, the reason being
that your department was undertaking litigation against the TJ.S.
Department of Agriculture, and there was concern that IDPA
officials talking might jeopardize the suit? :
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Mz. Trainor. No, sir, I do not recall that conversation at all.

Senator Moss. You were not present then?

Myr. Tramvor. Well, there may have been such a meeting, it might
well have concerned a lawsuit that we have with the Department
of Agriculture, but I do not recall that being said during that
conversation.

Senator Moss. As to the GAO, did you personally tell GAO about
the existence of computer runs and their significance, and whom did
you tell, and what do you know about it?

Rerorr Govex 10 GAO

Mr. Tramvor. I know nothing about the mechanics of computers.
I do know what runs were developed, and in the meetings to which
I referred and in which we informed GAO on how we were going
to internalize the task force—u meeting took place, I helicve, in
November 1974, T personally handed My, Clifi Melby of GA.O the
November 22 version of our computer-run status report,

Senator Moss. Did you offer Mr. Goff’s services as the computer
expert to the GAO?

Mr. Trawor. Mr. Gofl was part of the medicaid task force; Mr.
Melby talked to M. Goff on several occasions¢. There was never any
need to offer in the sense that you are using those words. Mr. Melby
bhad complete run of the agency.

Senator Moss. Did you tell M. Goff to volunteer any information?

Mz, Traiwor. No, siv, I did not.

Senator Moss, Who is (he individual who helped develop the
most. computer programs?

Mr. Trarvor. His name is Mike Tristano.

Senator Moss. Now. on HEW—on the quality control sample—
although the official you quote denies making the statements, she
does not contest its accuracy.

We have a statement from her superior, Mr. Clyde Downing, in
which it is clear the department had an opportunity to file 1.300
cases and, coincidentally, the remaining cases which you finally did
file had o much higher pereentage of ineligibility and overpayment.

Could these facts be interpreted to the effect that the remaining
cases were purposely held back?

Mr, Trainor, No, sir, they could not.

Senator Moss. On the documentation on this that I have, the cases
that went in, there were 10.75 ineligible, 25.2 overpayments, and
4.2 underpayments, and then on the 65 cases that were submitted
immediately afterward, everything went up; ineligible, 11.4, over-
payments, 27.5, and underpayments remain the same, 4.3,

In order for the total to be raised in this amount, we must examine
the 65 cases. Were they just normal random cases or were these 65
special cases?

Mr. Tramvor. They were 65 random cases.

Senator Moss. And they just happened to be that much higher?

Mr. Trainor. Yes, sir, what happens in a quality control sample
is that you have to select 200 cases per month to get yonr 1,200,
and based on drops. where we cannot find the person, they are no
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longer on the rolls, or they are in a special category, you have to
gelect a larger sample.

Iinois experience had been that you had to over-sample approxi-
mately 10 percent. This sample period, we had fewer drops; there-
fore, we wore able to complete the sample with abouf 1,258 caces.

We had our 1,200, and during this whole thing, we had been
arguing with HEW over whether or not we had to go to the full
limit of 1,336, when we had achieved the 1,200 with 1,258. That was
the hasis for the argument. There was ample strength for our posi-
tion in a quality control manual that XIEW puts out, and I would
like to add that the quality control program as it is being conducted
is a matter of concern to all of the States.

There arve 14 States at the moment in litigation with the Secretary
of HEW on the validity of the quality control process, and the
actions that the Department of FIEW are taking against States on
the basis of that program.

Acouraoy or Feverar Quarrry ConTron QUESTIONED

The oversight cominittee of the House Ways and Means Committee
is also examining these quostions. There is & great deal of concern
about the validity and accuracy of the quality control program as
it is being administered by the Federal Government, and I share
that concern.

Senator Moss. Well, of the additional 55 cases that were added,
the ineligibility cases were 114 percent higher than the 1,200 origi-
nally submitted, and the overpayments were 180 percent higher than
the 1,200 oviginally submitted which, of course, brings us to the
question: Was the sample tampered with, as testified by John Goft
under oath, or is his testimony false?

My, Trainor. His testimony was false.

Senator Moss. Was there any attempt to place political appointees
on the IDPA payroli?

In fact, was this not the reason Joe Edelman resigned?

Mr. Traivor. Mr. Edelman is in the room now, and I belicve he
will testify today.

I believe he should be allowed to testify to that point, rather than
my attempting to characterize his veasons for resigning.

May I respond to a more basic question though, Senator?

Senator Moss. Yes.

Myr. Traivor. The Illinois Legislature, as a result of its review of
the Governor’s budget for fiscal year 1975, eliminated funds for four
agencies that had been funded previously.

The Governor had, as I understand it, a statutory basis for con-
tinuing those agencies, and publicly, and with no secrecy, announced
that he would continue those operations, because in the main they
were essential to the effective management of government in the
State of Illinois,

At the same time, the budget burcau prepared and released
publicly the fact that the employees of what was called the Gov-
ernor’s office on human resources would be transferred to the Illinois
public aid payroll.
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The reasoning behind that was that at that time, the public aid
system in Illinois was at & point where most of the complaints—
and this is an agency that involved an ombudsman-type process—
was at such a point that the No. 1 complaint that the employees in
the Governor’s action office dealt with was public aid, by an over-
whelming percentage; therefore, it appeared logical that public aid
should be the agency to pick up those employees.

In addition to that, there were certain money liabilities st against
all of the department’s—again, all of this was in the public realm
and hag been thoroughly examined by the auditor general in Illinois,
lgdHEW, and by the Legislative Advisory Committee on Public

id,

When I was appointed dirvestor, those employees were on the pay-
roll; yes, sir.

Senator Moss. Did you not insist that these people actually do
some work for IDPA*

CoarerAtNTs DrdciNiseen

Mr. Trarxor. Yes, siv.

Well, they did work for IDPA, and I forgot the percentage figures
in the beginning, but throngh the year complaints about IDPA. kind
of fell off of the hit parade.

We had been No. 1. Sixty or seventy percent of their business
dealt with problems people were having with the department of
public aid.

That diminished over a time to 20 ox 30 percent, something like
that, but I insisted on two things: Fivst, under the persvanel rules
of the State of Illinois, you can make temporary appointments for
a 6-month period. T insisted that anyone who was appointed tempo-
rarily would get only one such appointment during that period of
time, and they must qualify for civil service, they must pass a test,
and they must be in o veachable position to be hired as a permanent
omployee. Seconid, I required periodic reports frem, the divector of
the Governor’s action office, on problems the L-ople were haying
with the department of public aid.

Senator Moss. I think you mentioned, Mr. Trainor—why did youn
not press charges against My, Kilbroth?

Mr. Tratvor. When I arvived at the department on August 14,
as I recall, Mr. Kilbreth and Mr. Evoy were already in the process
of being discharged; they ware, in fact, discharged on August 21,

My understanding of that situation was that all of this materinl
was in fact turned over to the Sangamon County State’s attorney
for whatever action he would choose to take,

ﬁetn?ator Moss. But not by you, or by your predecessor—is that
rign

M, Tramvor. No; we turned it over.

Senator Moss. You turned it over?

My, Tramvor, The sequence of events, Senator, is that the office of
special investigations, the internal investigative unit of the Gov-
ernor, looks into the employee’s misconduct.

My memory of those events was that Mr. Kilbreth’s files were
turned over to the Sangamon County State’s attorney for whatever
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prosecuting action that he might want to take by the office of special
nvestigations.

Senator Moss. The Senator from Illinois.

Senator Peroy. Thank you, Mr. Chaivman.

Mr. Trainor, you have reference to charges that were made in
the past. I noticed this morning in the Chicags Tribune of yester-
day, Thursday, December 4, an article by éeorge Bliss, who is,
I believe, o two-time Pulitzer Prize winner, and highly respected
investigative reporter.

The headline is: “Doctors Urge State Welfare Frand Probe.”

[The article follows:]

{From the Chicago Tribune, December 4, 1975)

Doorors Urce ‘STATE WELFARE FRAUD PRroBg
(By George Bliss)

The State legisinture was urged Wadnesday to assign the Iilinois Legislative
Investigating Commisgion to look into reports of vast fraud and conspiracy in
the Illinois Department of Public Aid,

The request came from three doctors represeniing physiciang' uniony and
assoclationg in the State at a meeting with Senator Richard Newhliouse (D.,
Chicago) in the State of Illinols Bullding,

Newhouse agreed afterwards to present a resolution to the general agsembly
calling for an investigation, -

Attending the meeting were: Dr. George Legorio, president of the Illinols
Physicians Union} Dr, Carrell Hutchigson Jr,, chairnian of the political action
committee of the Cook County Physicians Union; Dr. Vivencio attuny, of the
Philippine Medical Association of Chirago, and a representative of the Prairie
State Medleal Association,

The physicians told Newhouse they believe there is evidence of criminal con-
dnct on the part of employces of the public aid departient, and urged the de-
partment to clean house,

Hutchison, who with others last year pregented evidence of fraud to Joel
Idelman, divector of public ald, aggerted BEdelman was fired by ¢dov. Walker 2
days after beginning an investigation of the chinrges.

Hutchison also charged vendors (hospitals and physiciang) have made huge
gums of money off vouchers thabt had been altered before being sent to the
comptrolier’s officn for payment.

Legorio sald many other hospitals and doctors, meanwhile, are faced with
bankruptey because the State is slow in making payments to vendors because
of the State's financial condition.

All three doctors told Newhouse there are people in the public aid department.
involved in a congpiracy with factoring (billin) companies, to deliberately
slow down payments to physicians and other vandors who do not hire the fac-
toring firms to handle their work,

Legorio said a Senate committee in Washington is already investigating the
department, but urged the INinols Legishitive Investignting Commission to “get
into the facts involved” in a possible coveruvp within the department itgelf,

Senator Peroy. There seems to be o pattern. First, I would like
to give you a chance to comment on this article, becanse these
allegations are not made by the witness, Mr. Goff, but by doctors.
Apparently, respected members of the State legislature think enough
of these charges to introduce a resolution jushk this week into tho
assembly.

Mz, Trarvor. Well, Senator Percy, I will be happy to reply.

Two of the individuals T know, Neither ind‘ivi%h‘ml at any time
have said things like that to me. Qne of the individuals has had
a dispute with his factoring firm and, in fact, lost the case, and
that has ezst him a fair amount of money. Part of the reason he
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lost was the department, under subpena, furnished records that
proved in fact he owed the factor a sum of money.

The second individual, in fact is attempting to unionize doctors
in a county in Illinois, and the department has refused consistently
to recogmize him as a bargaining agent for physicians in that
county, or the State of Illinois.

The more basic problem is slow payment. Let me talk about that.

A year ago, doctors were waiting—as ‘4 matter of fact, I re-
viewed the descriptions of the early 1973 time period prior to
coming here yesterday—and they were waiting anywhere from 50
to 120 days to get paid.

Now, in fact, that gives rise to the factoring situation. It was
recognized very early in the game that one of the most effective ways
of cutting down the factoring practice would be for the departinent
to pay its bills on time, so while Mr. Simon’s task force was work-
ing on the utilization aspects, we had a separate effort going to
reduce the payment time. One of the interesting problomy of this
was that it was not until November of last year that we even knew
we had a backlog of 3.3 million bills in the payment cycle. So we
made changes; we staffed for a 15-day payment cycle, whereby
a vendor on a clean bill would get paid in 15 days.

That payment cycle—and I get weekly reports on this—that
payment cycle in terms of average work days for a physician, in
the week of November 24 through the 26, was 14 days.

Now, I submit to you the statements in that article are not true—
the statements by Dr. Hutchison. The department is paying within
14 days, and we are.

Scnator Peroy. Mr. Trainor, on page 24 of your testimony, you
said it is essential, I believe, for the committee to understand what
kind of individual we are dealing with.

You are referving to Mr. Goft, and I agree with you. I was very
much interested in the chairman’s comments about the series of
promotions and merit increases that Mr. Goff has received. I think
1t i quite pertinent to find out what kind of an individual he is.

Hicx Mzrmr Rarinas

As I understand it, in his personnel folder there arve the per-
sonnel evaluations that have been made of him. In these evaluations
he is either rated as an excellent or a highly satisfactory individual;
is that not correct?

Mr. Travor. I would assume so; yes, sir.

Senator Percy. And he was employed over a period of how long?

Mr. Trarvor. About 814 years, I think.

Senator Peroy. About 314 years, and all of his evaluations are excel-
lent—all highly satisfactory.

Mr. TraiNor. Yes, sir.

Senator PErcy. Would it be possible for you to submit to this
committee, under the committee’s rules of confidentiality, his entire
personnel file including any letters of reprimand, so that we may
evaluate it?

Mr. Tramvor. I would be happy to do that, Senator.

R
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Senator Peroy. ANl right. Fine.

Mr. Traivor. I would also like to submit a statement* from his
last immediate supervisor, which was furnished to me just before
I came here. I could read part of it now, but perhaps it would
be better just to submit the whole thing to you.

Senator Prrox. I would like to have that incorporated. I also
ask unanimous consent that the exsct wording of Mr. Trainor’s
testimony with respect to what he saw wrong with Mr. Goff be put
in the record again at this point. But perhaps you could paraphrase
it better than I could. How would you describe him as a man?
As a supervisor, what is your principal complaint about him?

My, Traivor. Mr. Goff had, and has, little regard for administra-
tive practices, for priorities of the department or its work, other
than his own.

e will absent himself and use department resources to pursue
what objectives he thinks are important, rather than what organiza-
tional objectives might have been determined to be important by
his superiors.

Senator Percy. In other words, he was not a good team player;
he too often went out on his own?

My, Traixor. The concept of a team I do not think is valid,
Senator. An organization as large as public aid does not operate on
a team basis.

I think an organization that is as large as the department of
public aid very much operates on a structured basis, in which the
goals and objectives are clearly understood, and there is an account-
ability to insure they are achieved.

Senator Percy. How many years, Mr. Trainor, did you spend
in the military? You were a graduate from West Point, weren’t
rou ?

’ Mr. TraInNoR. Yes.

Senator PeErcy. Four years there, and you served how many years?

Mr. Trarvor. Four years.

Senator PeroY. So that you served 8 years in the military?

Mr. Traivor. Yes, sir.

Mirrrary Opeprexcs?

Senator Percy. Ave you suggesting that a public aid department
be structured with a chain of command, and demand the clicking
of the heels that is necessary in the military?

I served in the Navy, and I can tell you, I sure clicked my heels
a lot more times on things I would not have accepted if I were
serving in any other capacity. I would not have taken that stuff
from anyone other than a military superior who has unquestionable
authority and who could throw me in the brig.

You co not question or think, you just obey. because in times
of war, you do not have time to think and you canuof have individ-
ual discretion. The military, however, is an absolutely unique kind
of organization.

Maybe the CIA is, as we found, different also.

*Not recefved at time of publication,
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Mr. Trarvor. Senator, may I respond to that?

Senator. Peroy. We have a live quorum. :

Mr. Chairman, I would be prepared to just skip that if somecone
else wants to answer it and just continue on. I would be happy
to accede to whatever your wishes ave. ’ .

Senator Moss. I would be happy to have you take over the
chairmanship: I think this is just prior to the cloture vote.

Senator Percy. If you wodcl give me a few more moments. I
would just continue this line of questioning before yielding to the
majority to take over the chair.

Senator Moss. T would think so, and then if the time comes that
we have to Lo voting, we would have to recess for a brief time.

Senator Peroy. Very good.

Senator Crmes, If it is that close to getting o quorum——

Senator Moss. I wiil call back.

Senator Prroy., Would you want to expand on it? I do not mean
to infer that that was the standard. But I do want to be awfully
sure that was not the standard you were expecting in a department
such as a public aid department.

Mr. Tramwor. Well, Senator, I think it is unfair to characterize
it as “heel clicking,” or an instant-obedience-to-order type situation.

I do feel that the military, and my experience in the military,
has valuable principles and management techniques—accountability
and rvesponsibility, and goals and objectives—that can be applied
in any organization, no matter what 1t is, but I also think that in
a department such as public aid—and particularly where I as
an individual have not spent my entire life in that system, there-
fore, there are many things I do not know—I think it is 1meum-
bent upon me to solicit and encourage the widest possible debate
before a decision is made, and I do,

Senator Peroy. Mr. Goff described the job as section chief of spe-
cial projects, Burean of Quality Control, Illinois Department of
Public Aid. In that capacity, he says he supervised over 200 staff,
including auditors, investigators, case reviewers, data analysts, com-
puter specialists, and statisticians, .

Now, we are all creatures of our past, and when I see those words
“quality control,” I think back to the day when that became a new
concept in industry.

Propuerion Couwtep Most

Always before, factories and plants were run by the work man-
agers, or by the production manager, anxious to get out production.
It did not matter whether the cars were safe or not; what mattered
was to get them out, get them on the street. That was until Nader
cume along and until we develeped the concept of quality control
about 20 years ago in industry.

I was president of a company and there was no one who could
shut that company down other than the director of quality control.
He could override the production manager if he did nol feel that
product was proper and right. He could shut the plant down.

Our auditing dopartment was never restricted from moving any
place, including the office of the president. If they felt something

-
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was wrong with the expense vouchers, or anything else submitted
by the president and chief executive of the company, they moved in..
I think they ought to be fired by the board of directors if they: did,
not come in and audit. So I am wondering when a man is in the job
in charge of quality control, with 200 people under him, including
auditorg-— o L .

Mr. Trarvor. That is a misstatement. He did not have 200 people.
under him, He said he had 200 pesple under him. I know he did
not have that. L e _ T

"Senator Prrcy. How many did he have under him? e

Mr. Travor. His peak strength, probably, was 60 people at the
most, and that would include support people. Co

‘Senator Prroy. So your categorical sworn statement is that he
had 60 people at the most——- ;

Mzr. Trazvor. Senator—— , .

.Senator Peroy. Whose activities he supervised ?, : L

My, Trarvor. I will furnish details on his staff,* the whole thing,
but that would be typical, the 60 people. o

- Nowhere could he have had 200 people if we took everybody in
quality control, and you are right about quality control, that there
has to be a quality control system, Senator, but that is not what his
job was.

Senator Percy.. Did he have under him any auditors, investiga-
tors, or case reviewers under his strict line of supervision ?

Mr. Tramvor. At various periods of time there were special projects
running in the department, and again, I think my predecessor would
know that better than I, and the one time when I think that probably
would be a true statement was when a group of case workers went’
into Cook County in an action to weed out ineligible cases—at that
point, perhaps. .

Senator Percy. If a man has auditors and investigators under his
supervision, how much leeway should he be provided to investigate
allegations of wrongdoing or charges that he feels he has knowledge
of? ' ‘ ' g

RESPONSIBILITIES QUESTIONED:

Mr. Traxvor. Senator, if he had auditors and investigators, it was
prior to my being in the department, and obviously it must have been:
connected with some sort of special project, because that was not M.
Goftl’s job. _ :

Mur. Goft was to develop special projects, such as the income verifi-
cation program that he talked about, such as the cross match with
the Department of Tabor on earnings information, such as cross-
match programs between Illinois and other States—these were tech-
nical systems types of functiong, They were not quality control in the
sense that you were using quality control with regard to your firm.

Senator Peroy. That will help us. It will help %ecnuse, if an em-
ployee has an inquiring mind or if he continues to use personnel
which were assigned to him to discharge a responsibility he no longer
holds, then I think that would constitute .2 breach of the line of
authority. It would be understandable. '

*Retained in subcommittee files.

70-307—76——3




316

.- Are you prepared to say categorically, at no time when you had
direct supervisory responsibility, did he ever have under him investi-
gators, case reviewers, or auditors, and that at no time while h-
worked for you did he ever have a responsibility of quality contro ,
investigative work, auditing, or case review?

If that is true, that helps me clarify in my mind—to understand,
as you say—what kind of a man he is.

If he is carrying on something for which he has no responsibility
and for which he has been deprived of responsibility, then certain
statements you made would have a different connotation with me
than otherwise.

I want to be certain, and I remind you that this must now be very
factual. This is sworn testimony. ‘

Mr. Tramvor. Yes, I understand that.

Senator Percy. I want to warn you of that. Thank you.

Mr. Tramvor. Well, I guess the response I would make is that Mr.
Goff was three levels removed from where I am, but to the best of
my knowledge—I cannot use the word “categorical”—but to the best
of my knowfedge, and my knowledge of what his job was and what
his function was, he would not have had those types of individuals
working for him. ‘

Possmre Harca Act Viorarions?

Senator Percy. Now, let me just take some cases from your own
testimony. Allegations were made that public aid produced personnel
for election day work. Obviously when Federal funds are involved,
such a thing as election day work constitutes an offense.

An investigation was apparently made of allegations along these
lines. Your statement is that subsequently you checked the payroll
records and found the employees in question were recorded present
each day for the 3-week period following the February 21, 1975,
incident.

Does that constitute, in your judgment, an adequate investigation
to see whether or not people were present? Your statement is that
they were recorded present.

If there is a coverup, obviously they are smart enough to be re-
corded present, maybe even come in in the morning and then duck
away. ‘

The question is: Where were they physically? Were they out
doing election work, or were they doing the work for which the
were being paid, partially with funds that come from the Federal
Government, in order to investigute cases and to cut down fraud?
Did that constitute, in your judgment, a clear enough statement,?

Mr. Tramvor. Senator, that statement, plns the assurance of the
sugerwso’r of those individuals, that they were in fact present on the
job during that period of time, is sufficient for me; yes.

Senator Peroy. I am sorry. I did not huar that.

Mr. Tramwor. Well, not only the statement, but the assurance on
the part of the sug rvisor of those individuals that they were in fact

present on the job during that period of time is sufficient for me;
yes, sir. _



317

Senator Peroy. In your statement on page 17, you indicate that:
“It became apparent to Mr. Simon and me that Mr. Goft was neglect-
ing his duties in developing computer programs for the task force.”

Again, clearly, if he had no authority to get into these other areas,
and he was doing it on his own, without authority, and without any
responsibility, that might be one thing. But looking at the nature of
the problem, the allegations and charges made against the depart-
ment, and so forth, would you consider developing computer pro-
grams to be a matter of higher priority than thoroughly investigat-
ing allegations and charges that had been made? If it is a choice of
whether he does one thing or the other—particularly when we are
not categorically sure he did not even have some responsibility—
which is more in the public interest? '

Mr. Tramvor. In this instance—this time period—I am absolutely
sure he had no responsibility to conduct any investigative activities.

Now, to answer your question. It is not a matter of priorities, it is
a matter of structure and organization.

We had State police, we had people from the Illinois Bureau of
Investigation, we were working with the FBI, we had investigative
resources, and if there are leads to be followed, or the computer
programs pointed us in a particular direction, we had investigative
resources so that in that frame, and in that context, it was extremely
important-—extremely important—that those computer programs

SworN StaTEMENT CITED

Senator Peroy. I would like to read to you and ask you for your
comment on a sworn statement by William Recktenwald, investigator
for the U.S. Senate Special Committee on Aging. This was sworn’
before a notary public in the District of Columbia on December 8,
1975, [Reading:] '

Statement: On December 2d, 1975, at approximately 7:45 p.m. EST, I had a
telephone conversation with one Phil Gekas (217) 522-2060, a former menmiber
of the Medical Analysis Section of the IDPA. He told me that he was acquainted
with one Mike Curran who he knew to be an official of the Ilinois Democratic
Fund. Gekas said that Curran had asked him to help with some political work
for the campaign of Steve Shamberg who he described as the cousin of Ms. Jean
Erkes, of the IDPA in Chicago, and that he worked one weekend passing out
literature for the Shamberg campaign. The Monday following the weekend,
Gekas was read a copy of the Hatch Act by his supervisor, Jerry Slavin, and
warned not to continue these activities. Gekas says that he did not $ee Curran
again until about a month later when he met Curran near the chamber of the.
legislature. At that time Curran asked Gekas if he would be interested “in a job
where you'll do staight political work for the Governor and we'll give you a
complete cover.” Gekas went on to describe the job as “a mystery employee type
of job,” which he declined. .

During this conversation, Doug Balfour, a member of the staff of the Com-
mittee on Aging, with the consent of Mr. Gekas, listened on the extension
telephone,

Signed ; William A. Recktenwald, Investigator; U.S. Senate, Speeial Commit-
tee on Aging,

Senator Catres. Now, this sworn statement by our investigator is
hearsay—secondhand—not what this man heard; but what somebody

else told him he heard. So we have a sworn statement of secondhand
hearsay testimony.
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Senator Perox. I had not seen this before. Perhaps Mr. Reckten-
wald would care to comment on it. = :

Senator Criues. My only concern is, if we are going to go into this,
then the parties themselves ouglit to be put under oath, and then they
are the best people to go into this.

If we are going into items like this, it would seem whomever this
garty is questioning, whomever he is talking about, he ought to be

rought in personally. . :

‘We have this witness heve whe is under oath, and now sworn state-
ments of a secondhand variety and then of third distance allegations,
are brought, up. It just does not seom to me that this is the way you
investigate a charge.

Mr. Recxaenwarn. This is supportive of the Goff charges, made
under oath, that the people in the department of IDPA were in fact
solicited to do political work. This is a conversation I had overheard
by another member of our staff, and this confirms that the man was
solicited to do political work.

Testieyine UNpeEr OaTH REQUESTED

Senator Cairrs. You are an investigator. I do not understand that
this confirms anything. I accept your testimony that you heard this
conversation over the phone, but what we are talking about here is
that we have o man who has been sworn under oath. If he perjures
himself, we can take some action against him.

None of these other people you are talking about are under oath.
They have not made any kind of statement under oath. They are
making a charge that goes out on television—it goes out to the news-
papers. They are not under oath. They can make any kind of state-
ment they want to on the phone. I do not think this committee ought
to be the kind of place you do business in that way. :

If you want to bring these people in, bring them in; put them
under oath, and let us see what they have to say under oath, and then
each part sits equally. But to say this is any kind of corroboration—
hearsay corroboration, that is what it amounts to. It is hearsay on
hearsay. ‘ ‘

 Are you an attorney?

Mr, Reckrenwarp. No, siv. .

Senator Crires. I am. At least I used to be, but this is not proper
for any kind of corroboration, not at all. And again, you have a man
that we ave carefully questioning and who is under oath, and that we
can ‘char%e with perjury, if he makes a false statement. If we are
going to have people accused by somebody else, then I want him in
here, and I want him under oath. ‘ ; ‘

I do not want to go into .anything about charges that someone
elsc wants to make unless you are going to put that person under
oath. I think the paities ought to be under oath, all on an equal
standing. :

Senator Percy. Mr. Chairman, I have a series of questions that I
want to ask of Mr. Trainor, which will sharpen his responses to the
allegations that were made, which will give him a chance to réspond
directly to the charge, so that we can be perfectly clear about his
response.
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We have a vote on now, and I could staxt in after the vote, but I
would be happy to yield to you, if you would like to make any
comments. ' . _

Senator Cures. We have got a vote on the floor now. Senator
Moss says he thinks we ought to recess the hearing for the time
being, and go ahead and get over there and vote. :

I think we should recess for lunch.

Senator Peroy. I could be available at 2 o'clock, -

Senator Crres. Fine. S ‘

[Whereupon, the subcommittee recessed at 11:30 a.m.]

AFTERNOON SESSION

Senator Moss. The hearing will come to order.

Mr. Trainor, I believe you were on the witness stand. Mr. Trainor,
will you please come forward? ‘

Senator Percy has not quite completed his questioning.

Senator Percy. Mr. Trainor, I think this could be done very
quickly. It would just help us on some of these contradictory state-
ments to see if we could clarify some of these issues. -

Did you ever talk personally with John Goff about the GAO
oudit of the Tllinois medicaid program?

My, Traxvor. Not a conversation just between him and myself, It
always would have been in larger meetings with other people.

Senator Prroy. Do you recall who would have been with you?

Mr. Trarvor. Perhaps with Mr. Wessel, assistant to the director—
any number of other people.

Senator Peroy. You have never been alone with him to discuss
the GAO audit, but you did meet with other people?

My, Trarvor. Yes, sit. '

Senator Percy. Did you tell Mx. Goff not to share or volunteer
specific technical information concerning those who were being
audited or investigated by the department of public aid?

Mr. Tratyor. No, sir, I did not.

Senator Peroy. Did you ever tell Mr. Goff that you wanted no
names of particular vendors under investigation or under audit to
go to any Federal audit group ? :

Mzr. Traxyor. No, sir, I did not.

Senator Percy. Did you ever tell Mr. Goff not to share any
specific or technical information with the T.S. Department of
Agriculture during the audit of the Illinois food stamp program?

Mr. Trarxor. No, sir, I did not. '

Senator Percx. Did your deputy, Robert Welsh, ever order Mr.
Goff not to share information with the U.S. Department of Agri-
culture, HEW, or GAQO auditors?

Mr. Tramyor. That would be Robert Wessel, Senator, and to my
knowledge, I have not discussed this specific thing with him, but T
am confident that he could speak for himself, but I am also con-
fident he did not. .

Senator Percy. To your knowledge, did the auditors of the U.S.
Department of Agriculture, HEW, and GAO have full and com-
plete access to the information they needed to fulfill their mandates?
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Free Acorss ¥or AvupiTors?

Mr. Traivor. Yes, sir, during the audit, and subsequently, I do
believe that was the case. )

Senator Peroy. To your knowledge, were the auditors or investi-
gators of any Fedemly agency denied access to or not given copies
of computer runs which would have been helpful to them in identify-
ing vendor or provider fraud?

Mr. Travor. There was never any such restriction on any Federal
agency to my knowledge. All information to which a request——

Senator Peroy. In other words, you are not limiting your answer
to just information they requested ; they were given all of the informa-
tion relevant to their investigation. All of it was provided ?

Mr. Trainor. Yes, sir, it was.

Senator Percy. Did you direct anyone at any time to alter or
manipulate in any way the Federal quality control sample for
January through June 1975¢

Mzr. Traivor. No, sir, I did not.

Senator Percy. Did you direct Laura Staples to tell Mr. Goff or
his colleagues not to pursue the investigation of certain individuals?

Mr. Trainor. No, sir, I did not.

Senator Prrcy. Did you receive a report from Mr. Goff concern-
ing threatening statements made by Ms. Staples to members of his
staff ? What action did you take on this report? .

Mr. Tramwor. I received no such report from Mr. Goff. I wag
aware of supposedly such a situation had taken place. Mr. Simon,
I believe, can testify more fully on that.

Senator Prrcy. Were you aware of any attempt by the Illinois
Democratic Fund to recruit staff in the management analysis section
of your department to work in primary campaigns earlier this year?

Mr. Tratvor. I covered that in my statement, Senator. In one
instance, I am awave we took corrective action. That is covered in
my statement.

Senator Prrcy. I want to be sure I understand your answer to
that question.

‘Were you aware of attempts?

M. Tratvor. There was one instence in which Mr. Goff informed
Mr. Slavens that there were several individuals tiiat were sup-
posedly being aslked.

Warxep oN Porrmican AcriviTies

I instructed Mr. Slavens at that time to advise them of the limita-
tions of political activities of employees, and as I testified, I had
his assurance, and our subsequent check of the records in the sub-
sequent 3 weeks showed that they had been present on the job. The
records showed that the staff had obtained a number of position
statements of services rendered, and I would like to quote for you,
28 just an example of the type of confusion we had, of the physi-
cian’s statements in this particular case—this physician, Dr. Hutchi-
son, sent an invoice statement of services rendered for $200 to deter-
mine whether or not there had been a payment made, We had his
address—it was on Jeffrey Street in Chicago—and when it came
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back, it indicated that payment had been made, and a superimposi-
tion appears on the invoice, the post office box, the address, which
apparently is the address of a factoring company—and I just
wondered, perhaps someone from the staff could give this to you.

Senator Peroy. Mr. Trainor, maybe you could tell us how, adminis-
tratively, that happens, because it is not an isolated case. Apparently
we have about 80 different ones like that. How does the factoring
company address get apparently superimposed on the doctor’s
address? ’

My, Trarvor. Well, Senator—-—
| _Se?nutor Prrcy. The doctor sent that bill in to be paid directly to
him

My, Traivor. Yes, sir. Senator, I would much prefer to give yon
ix detailed written answer, but let me try to respond while I am
1ere.

The doctor entered into an agreement with a factor—he entered
into a contract. He assigned his rights to those moneys to that
factor, for which he has received money in return.

Previous policy of the department—well, we tried to change it in
July, August, and September of 1974, but we were enjoined by the
courts, and we have not been able to, but the doctor was to advise
us in writing that rather than the bill being paid to him, it is to be
paid to the addressee he designates.

In this case, an alternative would be for the billing company who
has the assignment to notify the department, that they have the
right to these moneys. :

would suspect that the latter is what happened in this case, but
I would, Senator, like to supply that in writing to you.*

Senator Peroy. Fine.

There was some ambiguity this morning about whether or not Mr.
Gofl’s responsibilities, while under your direction, did embrace and
inelude auditing, investigative work, and case verification, I wonder if
you were able to ascertain over the lunch break whether or not cate-
gorically you could state he did not have such responsibility.

Mr. Tramvor. I could not categorically state that. As I said, prior
to lunch, as far as I am concerned, and as far as I know of Mr.
Gofl’s responsibilities and functions, they did not include that type
of activity.

Senator Prroy. All right.

Thank you very much, Mr. Trainor.

Senator Moss. Mr. Trainor, when you make your written report
on that form that Senator Percy sent down, could you also ascer-
tain whether or not there had been any alteration in the amount?{

Mr. Traivor. If the committee would like to furnish any of the
other 80, we would do the same thing for that.

Senator Moss. We would appreciate that.

We appreciate your testimony and your appearance here, Mr.
Trainor. ;

You have answered very straightforwardly. There are obviously
some conflicting areas in what was given by the previous witness,
and by you, but our job is not to handle it as far as whether or not

*Not received at time of publication.
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thore i8 any violation of the law as between the two witnesses, and
wo do notintend to get into that position. ‘ -

Wo simply want the record made straight, and we appreciafe
your coming to do that for us. '

My, Trarvor. Senator Moss, if T may——

Senator Peroy. I would like, before you muke & statement, to ask
ono more question, I have just been handed from our own files a
document that perhaps you would want to sce before deciding
whether or not you want to modify your answer to an earliex
question,
~ T asked you the question: “Did you receive a report from Mr,
Goft concerning threatening statements made by Ms. Staple to
members of his staff? What action did you take on this report,
if you did?” and you veplied—I believe yon did nob receive any
such report.

Revorr ArpareNtry Rucrivep

I have heve, dated January 6, 1975, a document addressed to M.
James L. Trainor. It appears to be from John W, Goft, and includes
attached correspondence. [Reading:)

As per my conversation with you today, I received on this date from one of
my staff members attached memorandum, I gee nu reason why section staft
should be threatened by “Going down with the shin.”

I am forwarding this memorandum to you for your perusal, and there is a
document attached of conversation witkk Ms, Laura Staples on December 27, 1974.

Would you cave to examine this to see if you could refresh your
memory ?

Mr. Trarvor. Yes, sir.

Senator Percy. Do vou recall recoiving that?

Mr., Trainvor. No, sir. If it says what you arve saying, I must have
received it.

Senator Perey. Maybe you would like to look at it—examine it—
and then, once again, I will give you an opportunity to veply to the
(uestion,

Mz, Trarxvor. Obviously, I did receive a copy of that document,
and T would have to look back now and see what I did about it.

Senator Prroy. I would request that the staff furnish to yow,
Mr. Trainor—at the earliest opportunity—a transeript of your
answers to all of our gquestions. Should there be any reason to
believe they should be changed, in the light of whatever further
evidenco yon could bring to bear, we would like to be notified
Otherwise, those answers will stand as your swoin testimony.

Mz, Traxvor. Thank you.

Senator Moss. Thank you.

I think you werce about to say somethiny and we cut you off.

Mzr. Traxxor. Just quickly, theve is one - legation that was not ad-
dressed in my statement and that did not come out in the questioning,

In the November 13 testimony, there were questions raised about
the $250 million and $100 million in fraud and waste in public aid.
I would like to briefly cover that.

Ixverenoent Curox ox Loss

When I vead this, I was surprised; I had the statistical people in
the department attempt to determine independently from other
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sources what kind of figure they could come up with as maximum
loss. The figure they came up with was based on fiscal 1975 and is
the same period Mr. Goft is talking about. It was about $151 million,
Now, this checks very closely with a release from the Department of
HEW, about 8 or 4 weeks ago, in which they set forth the quality
control figuves for all of the States of the Union,

In their release, they estimated payments of $147 million, so the
two are very close to one another, .

The problem with that type of analysis, and one of the problems
with the whole quality control program, and this is one of the things
that the House Ways and Means Committee is looking at—is that
such estimates assume a static situation over thoge (2 months,

It agsumes the picture taken of the case load during any particular
sample period is static, or on those particular cases, that no action
will be taken. ‘ ‘

In fact, the ADC case load is essentially volatile. This month, we
had 7,000 cancellations of ADC cases in Illinois. ' We have been
averaging between 5,000 and 6,000 case cancellations a month, so
you can see there is a large turnover.

Also, such figures do not, take into account corrective actions that
are being taken. These figures represent a picture at a point in time,
so while those figures appear hard, I do not think they accurately
reflect the situation as it exists, '

We never knowingly pay anybody moncy because they are in-
eligible, There is ineligibility, we all recognize that, and we all try
to reduce thut, but the figure of $160 million is just way too high.

In terms of thy $100 million medicaid fraud, that 1s an estimate
that has been kicked around without any sort of vevification, and
even, Mr. Goft’s testimony acknowledges that that is the estimate of
another body, the legislative advisory committee on public aid.

It has not been subject to any scrutiny, or any examination, and
you, Mr. Chairman, were somewhat surprised of the high dollar
total in relation to your past experience and your past knowledge of
hearings.

I was surprised too. We spend approximately $700 million a year
on medical assistance. If you exclude institutional providers, which
is 60 percent of the dollars, then you are talking about almost 40
percent of the dollars that are remaining being fraudulent.

Systems Creck UNDERWAY

~Our examinations of medical providers today would not support
that figure. I cannot give you a figure, because we are very much in
the process of trying to build a system that will give us this kind
of information, but so that neither the $250 million figure nor the
$100 million figure would seem to have any great degree of validity
within the context of the Illinois Public Aid program.

Thank you.

Senator Moss. Well, thank you, Mr. Trainor, and we appreciate
your testimony and your being here, and your offsr to furnish addi-
tional data, as you have been requested, and you are excused now.

Thank you very nmuch,

Mer. Traivor. Thank yon, Mr. Chairman.

Senator Moss. Before I call our next witness, I shonld point out
that those likely to be another interruption. There is a live quorum
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now in progress, and a vote will come shortly thereafter, so it may
be nccessary to interrupt; however, I am most anxious to complete
this hearing today as early as we can, because we will not be able
30 gi:t t;back to it for some considerable period of time unless we

o that,

Our next witness will be Mr. John B. Simon, former spec al
counsel for the direstor of the Illinois Department of Public Aid,
Springfield, Il

Senator Peroy. Mr. Chairman, I would suggest, when the vote
bell rings, I will be happy to go right down and vote, and then
be back in time for you to make your vote. We can just keep on
going, then.

Senator Moss. All right. We will alternate that way. You may
go ahead, Mr. Simon.

Mzr. Smron. Thank you, Mr., Chairman.

Senator Moss. I have not sworn the witness. Will you stand please,
Mr. Simon, and be sworn?

Do you swear the testimony you are aboub to give is the truth,
the whole truth, and nothing but the truth, so help yon God?

Mr. Soyown. I do.

Senator Moss. Please proceed.

STATEMENT OF JOHN B. SIMON, FORMER SPECIAL ASSISTANT TO
THE DIRECTOR, ILLINOIS DEPARTMENT OF PUBLIC AID, SPRING-
FIELD, ILL.

Mr. Snaton. My name is John B. Simon. Since 1967, I have been
an attorney licensed in the State of Illinois.

I would like to point out I am lhere, Senator Moss, pursuant to
my request, and to your kind acquiescence that I appear. I am not
here at the direction of any person.

During portions of 1974 and 1975, I was under contract to the
State of Illinois to act as special counsel to the director of the
Illinois Department of Public Aid. In testimony offered before
your subcommittee on November 13, 1975, John Goff made numer-
ous statements relating to my actions while in that capacity which
were totally false.

The sweeping generalization, innuendo, and lack of specifics
harpers responso, but some criticisms voiced by Goff ave sufliciently
identifiable to conclusively rebut. Much of his testimony is re-
butted by documents in the possession of the Illinois Department
of Illinois Public Aid. These documents are described in appendix
A.* I had seen, prepared, or maintained many of these documents
while under contract with the Illinois Department of Public Aid.
They were made available for my perusal in connection with my
preparation of this communication. I understand that Mr. James
L. Trainor, director of the Illinois Department of Public Aid, has
mede these documents available to the subcommittee. Since they
are in, your possession, I will make reference to them in my state-
ment.

*Retained in subcommittee flles.
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Arvmeations or Coverurp AND INTIMIDATION

GosT alleged that an investigation conducted by him and his
staff was covered up py Donald Page Moore, former director of
the Illinois Office of Special Investigations, and tnat he and his
staff members were intimidated by some individuals working for
Moore, one of whom had been assigned to assist me. Goft identitied
the investigation as involving individuals whe had made contri-
butions to Moore’s campaign for State’s attorney of Cook County.
Included in the documents described in appendix A is a letter—
item 1—dated January 14, 1973, addressed to Jumes R. Thompson,
U.S. attorney for the northern district of Illinois. I prepared the
letter and it was signed by Director Trainor. In it, reference is
specifically made to the information supplied by Goff. The letter
states, in part:

The reports contain serious allegations and ave given to you for any action
you deem appropriate,

It is suggested that any necessary amplification of the information in the
report be obtained from employees who undertook preparation of the reports.
You are assured of the complete cooperation of the Illinois Departments of
Public Aid in this matter.

Forwarded together with that letter was a receipt—Appendix A,
item 2—listing in detail 43 separate enclosures which had been
furnished to the director and me by Goft. The enclosures were de-
scribed as to sender-recipient, subject matter, the number of pages
each contained, and the vortions Goft had deleted from the in-
formation provided to us. This receipt was signed by an assistant
U.S. attorney for the northern district of Illinois on January 14,
1975. All of the documents described in the receipt were submitted
to the U.S. attorney’s office together with Mr. Trainor’s letter dated
January 14, 1975,

Goff knew this information was sent to the U.S. attorney. In-
cluded in the documents described in appendix A is a memorandiumn
which I originated following a telephone conversation I had with
Goft on January 24, 1975—appendix A, item 3. In that conversa-
tion, Goft acknowledged that the information he and his staff gathered
had been furnished to the U.S. attorney’s oflice. This contradicts
Gofl’s sworn testimony at page 76 of the transcript of his testimony
before the subcommittee where he states he did not know whether
this material had been referrved to a proper investigatory group.
It also contradicts his testimony at page 61 that no cases had been
referred to the Attorney General. I assume that Chairman Moss,
in interrogating Goff on this subject, was referring to the Attocrney
General of the United States, whose representative in the northern
district of Tllinois was, at that time, James R. Thompson.

TRANSMITIAL OF INFORMATION

It is clear that the transmittal to the U.S. attorney’s office of
all of the information generated by Goff and others working with
him was not a coverup at all but, on the contrary, a method of
giving it scrutiny by those having prosecutorial authority outside
of the State Government. An agency seeking secrecy or mainte-
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mance of influence would not have sent this information to the
0U.S. attorney’s office.

On January 27, 1975, a letter was received by Director Trainor
¥rom the U.S. attorney’s office—appendix A, item 4. In that letter
the U.S. attorney’s office acknowledged receipt, and went on to say:

We have reviewed this material, and have concluded that the allegations
contained therein do not warrant investigation by our office. » * *

The information and the material submitted by Goff did not
contain any evidence supporting his conclusion that improper or
unlawful acts had taken place. All of the docunients Goff sub-
mitted are identified in. appendix A, items 5 through 47. What
the documents did show was a Jack of balance on the pr=t of Goff
and his nssociates in spending numerous man-hours pursuing ideas
of grand conspiracy among people and using dastardly and im-
proper techniques of surveillance in an attempt to do so. The
material furnished by Goff and submitted to the TJ.S. attorney’s
office demonstrates Goff’s penchant for intrigue and cloak-and-
dagger spying techniques. Goff leaves the impression that it was
anch techniques that led him to discover that a campaign contribu-
tion had been given to Donald Page Moore. Page 7 of item B,
appendix A, contains Gofl’s admission that Douald Page Moore
himself volunteered to Goff that he had received a campaign con-
tribution from an individual identified by Goff. Some coverup!

Instead of providing badly needed computer programs for con-
tinued implementation by the medical payments task force which
I was directing, Goff, unbeknownst to anyone else, was following
people around the State of Illinois. His imitial target was a former
employee of the Illinois Department of Public Aid who had been
fired following his admission that he had accepted favors from
the representative of a factor company that did business with
medical vendors to the Illinois Department of Public Aid. At the
time, the former employec was legally contesting his termination.
Also, as is indicated by a copy of a letter which was forwarded
to me by Donald Page Moore on March §, 1975, the State’s
attorney of Sangamon County, located in Springfield, I1. was
evidently himself conducting an investigation of this same individ-
ual. You can find that as item 48 in appendix A.

Even so, Goff and some of those working for him rmbarked upon
a so-called investigation of the individual’s current employment,
certain that his new employer must be defrauding the Illinois
Department of Public Aid. The “Keystone Kops” scenario of the
information furnished by Goff which insolved tailing people through
grocery and drycleaning stores in Springfield, then te the John
Hancock Building, Bonwit Teller’s, and Chicago’s Gold Coast,
using numerous vehicles, including a “van with curtains,” would
be just a zany exercise but for the unconscionable and possibly
unlawful intrusion into the privacy of those involved. To get
the flavor of this, I refer you to item 15 of appendix A.

No Facrs WarranTing Acron Founp

When Goft’s conduct was discovered, he stopped it, assembled
what information he had thus far acquirsd, and submitted it to
the director for forwarding to the U.S. attorney. An examination
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of the material he furnished shows what the U.S. attorney office
concluded: no facts warranting any investigative action. There
was not one fact which demonstrated that any of those Goff identi-
fied were participants in a “political” and “syndicate” conspiracy
to defraud the Illinois Department of Public Aid. ‘

I have purposely avoided naming sny of those who were identi-
fied by Goff in the material he submitted. They are people who,
unknown personally to me, are prominent in Chicago business,
cultural, and charitable activities., This seemed to intrigue Goff
wlho often made reference to this in his reports. Their names have
not been divulged, heretofore, by law enforcement officials.

They have not been shown to have done anything wrong—with
the exception of the one former Illinois Department of Public Aid
criployee—and should not be exposed by this shoddy attempt by
Goft to publicize and reawaken an investigation which the Federal
Government has alveady determined to be without merit. There-
fore, I respectfully recommend that the subcommittee give con-
sideration to maintaining the confidentiality of the documents
which_have been provided. ‘

If Goff had additional information, he could have transmitted
it directly to the U.S. attorney’s office, as T suggested to him'that
he do. Evidently, there was and is no other information. Gofl’s
purpose is not to pursue truth but to bring charges which he him-
self identified as being “ridiculous.” In his January 9, 1975, memo-
randum to Director Trainor, which is appendix A, item 5, which
was fnrnished to the U.S. attorney’s office on January 14, 1975,
Goff stated at pages 5 and 6: ‘ o

* * ¥ the question is * * * raised * * * “why was not this review conducted
by the acting director or the Governor at the time when significant questions
were raised . ., ?” The press can then '-:+!ly-hoo such terms as “coverup,” ‘‘con-
spiracy,” “obstruction of justice,” et cetern, against the agency, my section, your-
self, and the Governor. While the charges would be ridiculous, it would weaken
the Governor’s position and would further lessen the confidence of the citizens
in the governmental institutions of this State. _ )

In that memorandum, Goff also said that “questions such as these
become distorted through time, and tend to pop np at the most
inopportune time.” And that: o :

It is truly not my intention, nor my staff’s intention, to embarrass yourself or
the Governor, nor to become involved in matters of a political nature, unless
such matters hinder or obstruct the investigation we are or were (as the case
may be) charged with. )

Goff was never charged with performing what he refers to as
an investigation and the faet that all of the information he
forwarded was given to the U.S. -attorney’s office together with
memorandums explaining his view of the director’s, and my, re-
action to it, and the response.of that office clearly demonstrates that
Gofl’s assertion that there was a coverup is done:solely for the
purpose of embarrassing others. : :

MaTeriAL SuarRep WITH AGENCIES

Contrary to Goff’s testimony, all information which was devel-
oped by the Medical Payments Task Force was shared with Gov-
ernment agencies responsible for its handling. I spent many hours
with those in the U.S. attorney’s office, U.S. Department of Health,
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Education, and Welfare, U.S. General Accounting Office, Federal
Bureau of Investigation, U.S. Drug Enforcement Administration,
U.S. Department of State, State’s attorney of Cook County, and
others. I gave them access to all of the information collected Ly
the Medical Payments Task Force and explained in detail the
nature of its operation and the informsation it was gathering.

To demonstrate this, I point to correspondence with the office
of the U.S. attorney for the northern district of Illinois in which
I discussed our investigations and sought their support and assist-
unce. This correspondence revealed that I referred to the U.S.
attorney a number of matters for investigation involving factors
companies and providers of service and contradicts Goff’s answer
to Chairman Moss at page 61 of the transcript of his testimony
that no case was ever referred to the Attorney (General. These docu-
ments can be found as items 49 through 56 of appendix A.

Incidentally, I have reviewed my reports, which indicate I had
35 meetings with various people in the U.S. attorney’s office while
I was special counsel to the director of the department of public
aid. The purpose of those meetings was to obtain their assistance,
and to give our assistance to them.

There 1s also correspondence with the U.S. Department of Health,
Education, and Welfare which furnished that Agency with the
current computer programs conceived of and/or lmplemented by
the Medical Payments Task Force. These documents also reveal
that the Medical Payments Task Force offered to share computer
technology with that Agency, including our best method of de-
termining duplicate payments to medical providers.. These docu-
iwwents belie Goff’s statement that computer programs showin
duplicate payments, multiple procedures, and cluster analysis o
addresses was not furnished. It most definitely was.

Also available is correspondence referring a case for investigation
to the State’s attorney of Cook County—appendix A, items 60
through 61; a memorandum evidencing the submission of docu-
ments of the Medical Payments Task Force to the U.S. Department
of State which that Agency had requested—appendix A, item 62;
correspondence seeking the cooperation and assistance of the Chicago
Police Department—appendix A, items 63 through 66; and cor-
respondence and a memorandum evidencing the cooperation given
to other State agencies in conducting related investigations.

Access Given To Task Foror Firrs

There is no correspondence showing submission of documents-
to the U.S. General Accounting Office. I spent so much time ex-
plaining the Medical Payments Task Force to GAQO personnel
and supplying them with the documents requested that there was
no need to formally forward that information. Some of the GAO
people I dealt with and supplied information to were Mr. Melby,
Mr. Lee, and Mr. Boehno, and Mr. Kielpinski. They, as was true
in the case of the FBI and any other agency which requested it,
were permitted access to the Medical Payments Task Force office
and ﬁYes. They availed themselves of that opportunity.
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All of the documents identified in appendix A demonstrate the
falsity of Goff’s assertion that no information was shared or that
cooYerzntion was not extended to Government personnel. Contact
with personnel in those Agencies and examination of their files will
disclose that Goff has not told the truth. Federal agencies in the
northern district of Illinois now have a nationel reputation for the
decisive and persistent way in which they deal with illegal and
corrupt acts. During the 7 years I was with the U.S. attorney’s
office, I observed and participated in the development of this
strategy. No one should be naive enough to accept Goff’s unsub-
stantiated and false belief that all of the Federal and State officers
involved were fooled into failing to find that evidence gathered by
the Medical Payments Task Force bad beéen withheld from them.
Not only were they given access to such information, I pushed it
upon them and actively solicited their interest and assistance in
pursuing investigations up to the day I stopped working for the
Illinois Department of Public Aid.

Goff’s criticism of the report I prepared in March 1975 is cer-
tainly belated. The report is entitled: “Report of the Medical Pa¥-
ments Task Force of the Illinois Department of Public Aid.” It
has been furnished to the subcommittee as appendix B* to this
statement. Goff charges that the report is . .. inaccurate, biased,
and purposely erroneous.” No explanation is given in Goff’s pre-
pared statement as to what in the report fits these categories other
than his assertion that the quality control stafl of the Tilinois De-
partment of Public Aid had shown that special treatment was given
factor companies who were under investigation. This is totally
false. An employee assigned to the quality control staff developed
the computer program which revealed the information contained
in the report that factor companies may not have received favored
treatment. An explanation of that comiuter program is contained
at pages 15 through 19 of the report. The report i1s careful to state
thss the contrary assumption was the basis upon which the in-
vestigative method was devised—for exaniple, that factoring com-
panies did receive favored treatment from the Illinois Department
of Public Aid—but that the analysis done by Goff’s data analysts
showed that another {Jossibility existed. It was also an attempt
to demonstrate the fallibility of assuming facts while investigat-
ing instead of questioning everything.

Prosrems Crrep 1v Rerort

The report admits problems and errors in the Medical Payments
Task Force. Its purpose was to give an overview of the methods
developed to avord waste and attempt to stem fraud in the medic-
aid system which had never before addressed itself to those
problems. The report does not, contrary to Goft’s statement, contain
a denial that Ilfinois Department of Public Aid personnel had
no involvement in the losses incurred by the department. In fact,
it specifically refers to employees who accepted favors from factor
company representatives and the circumspection which was used

s

*Retalned in subcommittee flles.
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in selecting those in the Illinois Department of Public Aid who
could be trusted to perform work for the Medical Payments Tas}
Force. I refer you to pages 2, 4, and 15 of appendix B to suppo
that position. . _

- What Goff next faults is that I did not bring charges against
the employees of the Illinois Department of Public Aid who
acceptect gifts or favors from factor company representatives. I
would like to add, I did not take it as my mandate to bring charges
against anybody. I was not a prosecutor. .

All relevant information I received was referred to prosecuting
agencies. I was not there for sensationalism, and I was not there
to mar the reputation of other persons.

The individuals referred to by Goff have been the subject of
serutiny by State and Federal prosecutors. Also, they were ve-
moved before I became special counsel to the director.

Goff then baldly states that “tens of millions of dollars,. as
opposed to the $300,000 the report identified, are actually recover-
able from medical vendors.” I do not know with what or how he
can support that statement. But it is not relevant since I never
stated that $300,000 was the only amount recoverable from medical
vendors. That was merely the figure which had: been arrived at by
the time my report was prepared. I have been informed by Director
Trainor, as you havé been today, that the system I developed has
ferreted out over $114 million that has been improperly paid to
medical providers by the Illinois Department of Public Aid. Over
one-half million dollars has been recovered by setoffs against
those medical providers. ‘ S

I continuously stated, both in the report and before Federal and
State agency personnel and legislators—before whom I voluntarily
appeared—that I had been developing a system to curb abuses.
I was not a prosecutor. I could not find every single penny ever
taken from the Illinois Department of Public Aid and it was not
ny assignment to do so. In the limited time I was given I was
able to, and did, develop a system for ongoing monitoring of pay-
ments made to medical providers and the factor companies they
used. I developed methods of detecting improper utilization of the
programs and, in some instances, developed information which
revealed what could be past violations of law. That program was
to continue following my departure and, to my knowledge, it has.

Facroring COMPANIES‘ Uxnper INVESTIGATION

At my departure the medieal vendors using one factor company
had been investigated, those of another weies being investigated,
and those using a third factor company were scheduled for in-
vestigation. All factor companies were to be looked into. Wrongful
conduct was. discovered on the part of the first factor company
investigated and the information gathered by the medical payments
task force was turned over to the U.S. attorney’s office before
I left. I understand that the U.S. attorney still has this matter
under investigation. : i

Goff mentioned that I received over $100,000 for the work I
did as special counsel to the director. This is another example of
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his reckless disregard for accuracy. I was not paid that. amount.
My contract with the Illinvis Department of Public Aid was for
me to receive payment at a rate of $50 per hour. This rate is a
standard rate for attorneys who provide service to the State. The
contract had a ceiling of hoars which prohibited me from earning
more than $52,000. Actually, while I received $52,000 for the work
I performed, I worked well over 100 hours in axcess of the amount
for which I billed the State, bringing my hourly billing rate below
$45 per hour.

Goff supplies no reason for giving an inaccurately high sccount
of the amount of money I earned or why he mentioned it at all,
I assume it is to imply that for money I engaged in subterfuge.
My past conduct and reputation belies such cheap innuendo. I have
directed my life in what I believe to be an exemplary way and
have achieved recognition in my profession as an attorney and in
my leadership in charitable and civic activities. I was an assistant
U.S. attorney for the northern district of Illinois. I was in that
position for almost 7 years, serving under both Democratic- and
Republican-appointed U.S. attorneys, and I will also add that
while I was in that position, I was covered by the provisions of the
Hatch Act, and adhered to the Hatch Act.

I engaged in no political activities, and am not now engaged in
political activities. ,

I was deputy chief of the civil division for 1 year and chief
of that division for 8 years, whereupon I left the office and entered
private practice and undertook the organization of the medical
payments task force of the Illinois Department of Public Aid. I
believe that my familiarity with TFederal agencies and their per-
sonnel is the reason I was offered the oportunity to perform this
task, A memorandum—appendix A, item 69—«prepare£ by Donald
Page Moore—which recorded a meeting held on September 18,
1974, which was, I believe, a little over 2 weeks after I commenced
my duties as special counsel to the director, between Mr. Moore,
Divector Trainor, Arthur Sinai, and myself—clearly indicates on
page 5 that- full cooperation with Federal authorities was to be a
constant policy and that I was to ensure its implementation. I did
go. Since concluding my contractual obligation to the Illinois De-
partment of Public Aid, I have become a partner in a 50-person

law firm and am currently a consultant to the Commission on the
Review of the National Policy Toward Gambling. I have been a

lecturer on various subjects and have spoken at the U.S. Attorney
General’s Advocacy Institute and-most recently at the National
Conference on Organized Crime, ,

Farse TEsTIMONY ALLEGED

1 .do not know or care about the motive Mr. Goff had in coming

before this subcommittee. I trust that my statement demonstrates
‘the distortion, innuendo, and falsity of Goff’s testimony. I appre-

ciate the subcommittee permitting me the opportunity to make
this statement. '

Senator Moss. Thank you, Mr. Simon, for your statement. We
appreciate it, and we have a few brief questions, I belicve. Hope-

70-307—T76——4



332

fully, we will not be interrupted too soon, but it might come at
any time.

Now, on page 4 of your prepared testimony, you address yourself
to an investigation being conducted by Mr. Goff of a former em-
ployee of the department of public aid. The former employee had
been fired by the department of public aid for accepting bribes from
factoring companies. He subsequently was hired by a factoring
company.

Are you telling the committee that this type of investigation is
improper or unusual?

Mr. Siamon. No, Senator; what I said was that the methods he
used were improper. He conducted a surveillance, which I would
not condone at all, of an individual who had been shown to have
done nothing wrong.

The information and the conclusions from the information were
all drawn from the U.S. attorney’s office. My action on this part was
to make certain that everything that My. Goff had revealed, and
forwarded to us, was given to the U.S. attorney’s office. I did that.
It was their determination, Senator, that this matter did not
warrant further investigation. I never characterized that.

Senator Moss. Well, T thought you referred to using a van with
curtains.

My, Smaron. He said that, Senator.

Senator Moss. He said that?

Mr. Siaron. That is from a report which Goff submitted, which
was in turn submitted to the U.S. attorney’s office.

Senator Moss. Well, that is not too unusual, is it, in surveillance
matters ?

Mr. Simon. Well, for men who were supposed to be doing com-
puter programing and analysis, yes. Once again, I cannot condone
the following of innocent individuals. If Goff wanted the FBI to
do it, if he wanted the Illinois Bureau of Investigation to do it,
ifl he wanted the Illinois State Police to do it, he could have asked
them.

T do not think he had any right to do it b{v himself.

I do not mean to make a juggment as to his conduct. My only
function was to make sure everything he did was made known to
the appropriate prosecutorial authorities—and they happened to
be outside the State government—so as to prosecute anyone, to
take action whether or not Mr. Goff had discovered something
improper.

Senator Peroyx. Mr. Simon, T would like to say that I have
enjoyed, over a long period, a very frank relationship with your
father. It has always been a most pleasant relationship, and I hope
our relationship will not be an unpleasant one., But I hope you
know that we Ii)m,ve a duty to perform. I have been in the same
spot you are now sitting in and so have many of my former business
friends. We have had to interrogate and question them. There is
nothing personal at all about it.

We do have a dilemma though, and I think we have clarified
certain aspects of it.
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$100,000 Fer QUESTIONED

I did question the payment of over $100,000 for what was said
to be 11 or 12 months’ work. But as I read your testimony, there
was a contract to consult on an hourly basis. The payment was
$52,000—not_$100,000. It was for a period for 6 months, and you
actually worked some extra hours without pay.

You indicate thatgihis is a normal hourly fee. I am not familiar
with consulting fees in Illinois—with what is charged. But is if
normal for someone to be paid on an hourly basis when you are
taking on a_contract that lasts as long as this?

I can understand a lawyer being hired on an hourly basis for
shorter periods of time, possibly. I want to clarify for the record
that your contract is not out of the ordinary, that we could find
many such contracts in the State of Illinois, that these are for
not just short periods, but for periods of 40 hours a week. You
put 1 a working week, and it did go on for 6 months.

Mr. Simon. Senator, especially in light of the Supreme Court
ruling on the fees charged by lawyers—I don’t know, they are not
published any more—but I know many lawyers personally who
are and have been contracted to the State as I was.

I was a professional, outside of the State government, and I
was contracted for on an hourly basis, as you said.

Many lawyers have been hired at higher rates, at $65 an hour
and $75 an hour.

When I negotiated this contract, this was told to me to be the
rate. I was in the U.S. attorney’s office at the time, and I left that
office to undertake this task.

As to the number of hours, the contract is written in two parts.
The first 3 months were for full-time work. The second 3 months
was designed to be for whatever work was deemed to be necessary.
As it turns out, on both parts of the contract I worked well In
excess of those dollars that were needed.

I certainly took no mercenary approach to this. I have time
records, and I can substantiate that I have worked those hours.

I was not limited by the clock, and I did not expect the State
of Illinois to pay me to do the job I thought was right, because
hours were no longer there to be paid. It did not mean I was
not going to work the hours. I did work the hours.

Diviping or TIME QQUESTIONED

Senator Percy. I think it would be helpful to clarify the record
if I also ask this. As I understand it, you had no private practice;
you worked for the State full time, and at no time during the
period of time you were working for the State of Illinois under
this contract did you have a private practice or engage in counsel
with any firms. Is that correct?

Mr. Smron. I started this contract in Se¥tember. I opened my
office in January after the first 3 months of the contract had . ex-
pired, hoping that I would have some more free time to devote to
my private practice.
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I was never in a position where I had to divide my time. What
had to be done for public aid took it all.

I was hoping I would be able to do both, but I never was able to.

Senutor Puroy. So you had no time to engage in private practice
or in any practice, other than what you performed for the State
of Illinois while you were under this contract. Is that corvect?

Mr. Smron. Well, during the first 3 months, I believe that to be so,
but I cannot recall exactly for the latter 3 months, T would have to
check my records, Senator.

All T know is, I kept detailed records, according to 15-minute
intervals, which 1s not required by the State but which I imposed
on myself, so I would have a record that I had provided those
hours to the State.

Senator Prroy. To save you the time of checking records, possibly
you could answer this question. Would it be a fair statement to
say that any income you might have received, in addition to income
from the State of Illinois, would have been relatively minor? Is
that o correct statement?

Mr. Soron. I have other scurces of income.

Let me put it this way, there were no—

Senator Peroy. Not dividends or interest.

Mz, Smron. There were no duties I undertook during that time
period that gave me any substantial income that were of a legal
nature, and in respect to that, I cartainly had no conflicts in repre-
senting others that have any business with public aid. I had not
at that time, and I do not now.

Senator Prrcy. Of your earned income—this was substantially
it during that period?

Mr. Smaron. Yes, ,

Senator Prroy. And I think that puts it in better perspective.

Mzr. Simon. This was my primary livelihood; I was selling all of
my hours to the State.

Senator Prroy. Could you describe the nature of the task force,
and thg key findings and recommendations of the task force’s final
report ' '

Mzr. Smmon. The report I drafted was 34 pages long. It is appendix
B* to the statement I have given this afternoon.

The first finding that T made was that there really was not enough
information upon which to base a concrete conclusion.

DirrrrourTies IN OBTAINING DATA

A great deal of my time with Mr. Goff was spent in developing
the reliability of underlying payment information and background,
and I would like to point out that the public aid department handled
well over 1 million billing items per month.

It was not humanly possible to find out what people were paid,
and what were the patterns of payment. What we had to do was
resort to the payment information, using computers, into a format
that could have statistical reliability.

*Retained in subcommittee files.
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That was done over the first 2 months, and thercafter we used
auditors and investigators to investigate those providers of medical
service. The computers were to plot the providers on a scale showing
deviancy from the norm, to see where they would fit—whether their
pattelt'ns in rendering service and bills to public aid looked normal
or not.

When we found people that did not look normal in the system,
wo would generate a document by computer and audit them. Based
on these audits, we would come up with moneys owed to the depart-
ment of public aid. ,

One of the findings that I made was that there was a distinction
between the overutilization by medical providers, and actual frauds
by the providers, and I explained that in the report in some detail.

When it comes to proving fraud, my experience as a prosecutor
is that you would have to, of course, have a cas¢ wnat was provable
beyond a reasonable doubt, and one in which the underlying data
of payment could show that the individual was paid, but that he
did not render the service for which he says he was entitled to
payment.

It is a difficult process, and it is a difficult thing to do. The U.S.
attorney’s office has done it often, especially in the years I was there.

It takes painstaking development. The kinks were ironed out; the
computers started to work, the audifors were effective, money was
found, and instances of fraud were discovered and were referred to
the U.S, attorney’s office and to the State’s attorney for Cook County.

Senator Prroy. Senator Chiles, we have been alternating in going
down to vote. I would be glad to go down and vote now, and come
back, if you would like to pick up the questioning.

Senatoer Cranes. That will be fine. :

My, Simon, I wonder if you would tell us in a little bit more
detail about your experience with the U.S. Department of Justice,
particularly your work for Jim Thompson.

Work Exrerienxces ReraTep

Mr. Smaton. Well, T started before that, Senator. I was here in
19675 the U.S. attorncy at that time was Edward V. Hanrahan.
He left in the spring of 1968, and Thomas A. Foran became U.S.
attorney. After that, William J. Bauer, who since has become a
Federal district court judge and is now a judge for tho Court of
Appeals of the U.S. Seventh Circuit—and then Mr. Thompson. 1
always worked in the Civil Division, but while I was there, I did a
number of criminal cases.

1 tried tax evasion cases, failure to file tax returns, mail fraud,
and indicated many vote fraud cases. As a matter of fact, your
investigator, Mr. Recktenwald, was one of the witnesses in those
cases in which we obtained a conviction.

Mr. Bliss, who was previously mentioned, provided some informa-
tion as to some of the almost 100 vote fraud cases, which I oversaw
the indictment of and the convictions of, in the northern district
of Tllinois. , ;

My experience also included being the Deputy Chief of the Civil
Division for 1 year, and Chief of that Division for the 3 years.
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I made approximately a dozen appellate arguments, During the
time I was there, I can safely say I handled almost every tyfe of
litigation and trial work there was to do on behalf of the
Government,

Senator Cmies. How did you happen to become head of this
task force?

Mr, Simon. In 1970, during the time that I was in the U.S. attor-
ney’s office, I was assigned a case called the Stanler case, and I
represented the staff of the House Internal Security Committee,
the Attorney General of the United States, and the U.S. attorney
for the northern district of Illinois in that lawsuit. It was brought
by witnesses who had been subpenaed before the House committee,
and had been held in contempt of Congress, and the case had been
referred to our office.

There were two cases. There was a criminal case, based on the
referral, and there was a civil case.

In the civil case, the plaintiffs were represented by the firm of
Mr. Jenner—Albert E. Jenner ITL—with whom I believe you may
have some familiarity.

One of the people in the firm who worked on the case almost
constantly while I was defending it was Chester T. Kamin, a partner
in that law firm,

We concluded that case, I think, in 1973—I do not know the
exact time period—but during that time, Mr. Kamin and T devel-
oped a very high personal regard for one another’s legal ability.
We were not social friends, but we did have this professional
friendship.

Since that time, he became special counsel to Gov. Dan Walker
and I would talk with him infrequently by telephone, as to how
he was getting along,

Caxr, Froy Seroran, CouNsen

We never did socialize together, but in the suramer of 1974, while
I was Chief of the Civil Division, I received a telephone call from
Mr. Kamin who was at that time special counsel to the Governor.
He asked me if T had been noticing newspaper articles containing
allegations relating to the problems in the Illinois Department of
Public Aid involving fraud, mismanagement, and waste. I said that
I had, and he asked whether or not I would be interested in under-
taking establishment of a program to find out the problems and
deal with them. I told him I would discuss it with him. During the
next 2 weeks, we did discuss it. We arrived at the terms of the
contract which I entered into, and I resigned from the TU.S. attor-
ney’s office and began my duties as a special counsel to the director.

Senator Cries. Did you have any conversation with the Governor,
or did you get any instructions from him in connection with your
handling of your case?

Mr. Simon. I talked to the Governor three times in my life. Once
in 1968, after the Democratic Convention was held in Chicago—IL
was in charge of reporting civil disorders to the U.S. Department of
Justice, I prepared a chrornology of events that occurred during the
week of the convention.
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I received a telephone call from the U.S. attorney, Thomas A.
Fpéitm, and was asked to come to his office and bring that chronology
with me,

I went to his office. He introduced me to a man I never met before,
whom he said was Daniel Walker,

I handed the report to My, Foran, and I left, so the only con-
versation I had the first time was “Hello.”

The second conversation was in QOctober 1974, and it was after
I had been in the 1posit;ion of special counsel to the director for
approximately—ivell, I had started there September 9, so it was
over a month, and it was a meeting in the Governor’s office.

Mr. Donald Page Moore explained the nrogram to the Governor,
and the Governor said he thought the program was workable, and
he said to go ahead and to pursue it.

The last conversation I had with the Governor was following Mr.
Gofl’s testimony. We spoke by telephone—he wag in Springfield
and I was in Chicago. The Governor asked me whether or not I
was going to mspong to the statements that Mr. Goff made, and I
told him that I was.

I do not recall anyone ever telling me what to do, or what not: to
do in the investigation—— .

Senator Crrres. And what did the task force do with the evidence
of waste or frand that you turned up?

Mr. Smyon. Well, it was disposed of differently. The actual fraud
cases were referred to the State’s attorney of Cook County, and to
the U.S. attorney for the northern district of Illinois.

The correspondence which I have referred to—items in appendix
A, which have been delivered to the committee—details some of
those cases.

Those cases in the U.S. attorney’s office, at least a number of
them, I have been informed, are still under investigation.

Dur Proorss Prooepure INTITATED

The cases of overutilization were keﬁt within the department, so
that the money could be collected on those cases. I wrote a hearin
procedure for the department, which for the first time establishe
a forum having due process. The procedure called for using hearin
examiners before whom a doctor could come and have overpai
amounts administratively adjudicated.

That has been going on. The Illinois Department of Public Aid
has collected over a half million dollars, based on that hearing
procedure, and they have asserted over $114 million in overpayments
against providers.

Senator Cmirrs. How would you characterize the relationship
between the task force and the other agencies of the Federal Govern-
ment—HEW, GAQ, the U.S. Department of Agriculture, and others?

Mr. Sinon, Well, Senator, I never dealt with the Départment of
Agriculture, They were not involved with my program. But the
relationship with Government agencies was excellent.

I saw to it that they were. I can remember instances of having
Government agents come into our office. I remember specifically
one day an FBI agent came in. I took him into the file room of the
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task force offices and showed him how the index system worked.
I showed him the files and told him he could make copics of any-
thing he wanted.

He went through the investigative files and he made a number
of copies and took them back to his office.

Senator Crures. Did anyone from the subcommittee here contact
you in regard to the Goff charges prior to the time of your testi-
mony here?

Mr. Simon. No; the only communication I had from the com-
mittee was from Senator Moss, On Monday, I rcceived a telephone
call from Western Union telling me I would be afforded the oppor-
tunity to appear here today. I never had any other communication
with the committee.

Senator Carnes. What were yonr reactions to Mr. Goft’s charges?

Mr. Sovown. I believe what he has said is false, and T have said
that in my statement. I just do not believe them. The documents
show that they are false, and the documents are sitting in the U.S.
attorney’s office for the northern distriet of Illinois. So whether 1
believe it or not does not make any difference; it is there, and the
falschood ig there, and the proof is in the U.S. attorney’s office.

Senator Crurrs. Thank you.

Senator Mogs. Mr. Simon, what did the Governor’s medical pay-
ments task force cost tazpayers?

Mr. Siaron. It cost them my $532,000 salary. Other than that, every
other person used in the program was borrowed. We used people
from the Illinois Burean of Investigation, Illinois State Folice,
Tllinois Department of Public Aid. We purchased equipment only
where we were absolutely forvced to. That is, when we could not
berrow or lease it. I think the cost to the taxpayer has been minimal.

Prooray “Has Pam ror Irspie”

I can’t think of anything more important that those investigators
and auditors, who were presently working for the State and had been
loaned to us, conld have been doing than participating in this pro-
gram. Even if you took into account all of their salaries and every
cost you could possibly think of, Senator, you will find that we
already collected back over $500,000, and I do not think the cost
would have exceeded that. So the program has paid for itself, and
will pay for itself in the future.

Senator Moss. Well, T wrote the Governor, asking for the names
and salavies and date of assignments of personnel to this medical
payments taslk force. From what we were able to do, in adding the
snlavies, it was determined that $413.475 was guid to personnel, in
addition to the $52,720 that you mentioned, and you were unable to
determine what portions of the salaries of 28 other personnel should
he attributed to the medical payments task force expense.

Do those numbers scem to pe in accord with your recollection?

Mr. Staroxn, The only figure I can vouch for is the salary which I
received, and T have gone into detail on that. But, once again, T
think that the amcunt that you mentioned, if that was the amount,
even assuming these people had other things that were more press-
ing, this was not additional cost to the State. Assuming they had
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things more important to do, the department of public aid, based
on the system: I developed, already collected over that wmount, and
has asserted twice against that amount against providers who have
been overpaid. From what Director Trainor says, there is $114
million claimed, and there has been over $500,000 collected. That
$500,000 collected has already paid for the program. Everything
above that is a plus to the taxpayers. In addition to that, Senator,

. being in law enforcement for 7 years, I found that no law enforce-

ment is cost-free. It all has a cost, and the benefit of the cost is that
those who are engaging in illegal and improper activities, even the
overutilization of the medical program, are dissuaded from doing it,
and there is a residual effect in savings to the taxpayer by the
deterrent effect of such a program. I do not think there was any
position that the Ilinois Department of Public Aid could have
otherwise had than to have devoted this manpower.

If they did not do it, somebody else would have done it, or been.
required to have done it.

Senator Moss. Could you tell how those individuals were selected—
those that functioned on the task force?

Mr. Smon. They were requested from State agencies. I believe
Donald Page Moore was very helpful in obtaining the support of
agency directors. .

Acenrs ReassioNep 1.0 Tasx Forcr

I had just come from the Federal Government; I was not that
familiar with the State officials. A request was made for the assign-
ment of 15 investigators from the department of law enforcement,
directed by Harvey Johnson. Within the department of law enforce-
ment, there is the Illinois Bureau of Investigation, which contributed
11 agents. They were under the supervision of Superintendent Wayne
Kerstetter. Nine were contributed by the State police, who were
under the supervision of Dwight Pitman,

In addition to that, a dozen auditors from the Illinois Depart-
ment of Revenue were detached for assignment to the task forca by
Mr. Allphin, who is the director of the Illinois Departmeit of
Reyenue.

The rest of the personnel, from my vecoilectiorn, were made up of
peovle already employed by public aid.

Senator Moss. I think you were present this morning when I
questioned Mr. Trainor about a November meeting with the medi-
%al glczvisory group, made up of physicians from the Illinois Medical
Society.

Dr. Mitchell’s suggestion is that the committes had soine 35 cases
they wished to present to the Illinois Department of Dwblic Aid for
action and investigation. :

Directve Trainor refused to accept the cases—refused to permit
the advisory committee to opérate—and this troubled me consider-
ably. This 18 even more true now, because I have information from
the chairman of the medical advisory committee, and Roger White,
the exccutive director of the Illinois Medical Society, that confirms
the events of the November meeting.

Were you present at that meeting?
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Mr. Smvon. I was.

Senator Moss. Can you explain why the department did not follow
up on what the physicians suspected to be fraud—fraud committed
by members of their own organization ¢

Mzr. Siaon. No, because that is not what happened in that meet-
ing. Contrary to the characterization given by the doctor, it was
no quick meeting.

That meeting took 314 to 4 hours., I was there during all that
time. At that meeting there was a difference as to the priority of
il}d}ilvicltlal rights. I happen to believe very strongly in individual
rights.

“When we had the meeting, I informed the medical advisory com-
mittee that the procedure that they were using to deprive doctors
of payments that they would receive from the Illinois Department
of Public Aid was not a proper adiministrative procedure.

I represented Federal Government agencies for almost 7 years
before I walked into that meeting, and X think I have a pretty good
fecl as to what is right and what is wrong—what you can win in
court and what you cannot, when it comes to the Government
depriving a right an individual has under a contract.

When a physician provides a service and presents a bill to the
department of public aid, it is implied that there is a contract—
that the department will repay that doctor for the services he has
provided.

You cannot take that away from the doctor without telling him
why, and giving him an opportunity to contest what is being done.

The procedure the committee had engaged in prior to this was
that they would bring in the doctor and say: “Dr. X, we do not
think you are doing things the right way; why don’t you give the
department of public aid back $150%”

Rerrevarn METmODS CHANGED

I explained in that context, that this was not going to happen any
more. I explained to the doctors that we were talking about thousands
of dollars asserted against medical providers in the future—not just
$150—and the individual doctors were not going to come in and, at
their peers’ suggestion in an informal proceeding like that, volun-
teer payment. Nor should they be required to in that fashion.

Senator Moss. Indeed not. You need not carry that on. I do not
think the doctors ought to get to cther doctors and tell them to pay
back, but they made a recommendation to the Illinois Department
of Public Ai¢, and they were thrown aside—and said they would
not pursue the cases. That was the testimony—these were doctors
who had received more than $100,000 in public aid money in that
time, and it seems to me that raises the question right there, because
they received more than $100,000 in salaries coming from public aid
employment.

Now, I wonder, why was that committee cut off? Why were the
doctors rejected ?

I have dealt with a lot of doctors and I have spent my time on
the bench. I know that doctors do not go around ratting on one
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another. As a matter of fact, they tend to uphold one another, and
that is the tendency I find all through the medical profession.

Senator Percy. Something like Senators.

Senator Moss. They have a fraternity of interest, and I do not
say that disparagingly, but I do say that there is the inclination
which is not to downgrade services of doctors, not to belittle them,
not to try to take from them what they are due—their tendency is
to uphold them, and try to justify what they have done.

Now, this thing smelf; very bad to me.

Mr, SiMonN. Senator, there are two parts. U was explaining one
part. As to the part of what was done with those statements—I
reviewed all those statements. :

Those statements are still in the office of the Illinois Department
of Public Aid—those same medical providers, some of which have
been subject to investigation.

As a matter of fact, there are some—while at that time un.er-
going scrutiny of the Medical Advisory Committee—unfortunately,
are still undergoing scrutiny of the Medical Advisory Committee.
The point is, what happened, a layman cannot make those judg-
ments, as you have just pointed out.

If the director of the Illinois Department of Public Aid is to
make a decision based on what the doctor said, it had to be a deci-
sion, to be borne out—as you said, doctors do stick together, and
there must be uniformity in the type of investigations that were
done, and it is very apparent when you read these 35 statements
that some doctors were more critical than others—some less critical—
and these reports are very subjective.

That does not take away the responsibility of the Illinois Depart-
ment of Publiz Aid to look into it; that was never suggested.

What was done is that a subcommittee of the Medical Advisory
Committee was convened to go over the portion I was talking about,
which was the hearings and regulations procedure that would be
followed by the Medical Advisory Committee in recouping these

moneys.
“No O~nE Was Ever Cur Ore”

In Febrnary 1974, Dr. Tworoger and other members of the Medi-
cal Advisory Subcommittee, the dirvector, and I met and discussed
this again. No one was ever cut off. No one was ever told not to
bring any information to the IDPA.

Senator Moss. Did you listen when I read the testimony of Dr.
Mitchell appearing before the Illinois Legislative Advisory Commit-
tee this morning, in which Dr. Mitchell said:
th;\t this point, the director interceded and stated he was not going to permit

S_.

To wit, the recommendation—

The members of the committee were stunned. The chairman pointed out that
it had heen the practice in the past; furthermore, this was only a recommenda-
tion. It would be entirely up to the department to take any action it deemed
necessary.

The director said he would not even permit the committee to make such
recommendations, because it constituted denial of judicial process.
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Mr. Simon. Noj that is'not my recollection at all, Senator. By
as to the words hit'used, I do not know if we have any. disagreemdhit
over that, botween you and T. . :

The point is that the minutes of the meeting are very clear. I do
not have the document, but Director Trainor can mske the minutes
available to you. o

I know Director Trainor sent a letter afterwards. This was an
attempt to. cooperate. 'The point is that those investigations were
not sufficient, in my view, upon which the director could base a
decision, and all we were asking the Medical Advisory Cominittee
to do, and what they subsequently did do by the formation of their
subcommittee in following meetings with us, was te develop a
method by which we could implement, in the proper administrative
structure, a program of peer review, and give the director a recom-
mendation in a form upon which he could properly act.

This is what we were searching for. We were not searching to aid
doctors who were abusing the Department of Public Aid, or to tell
doctors they could not participate in helping the Illinois Depart-
ment of Public Aid.

I have a great deal of admiration for the members of the medical
profession.

Senator Moss. That was reconstituted later on, is that not so?

Mr. 3mvon. I don’t know. I was not in the administration of the
department. All I can speak of is my participation in those two
meetings. ,

Senator Moss. That is part of the testimony. It was just allowed
to die. That was the end of that committee, and later there was
another one formed. Dr. White, of course, confirmed the recitation
that T made, and what happened in that meeting. That is the reason
I asked if you were there.

Thank you.

The Senator from Illinois.

TestivoNy ANaLysis REQUESTED

Senator Prrey, Mr. Simoen, I have asked the staff, because there
is very lengthy testimony on both sides and it is difficult to make an
analysis—I have asked the staff to go over and analyze some of your
statements, as opposed to what Mr. Goff actually said.

On page 1, for instance, of your testimony, you said that Goff
lied when he said that an investigation conducted by him and his
staff was covered up by Donald Page Moore, the former director of
the Illinois Office of Special Investigations, and that he and his
staff members were intimidated by some individuals working for
Moore, one of whom had been assizned to assist you.

You went on at some length for icar pages on this point.

The stafl tells me in their rereading of the testimony of November
13, they can find no statement in which Goff directly or indirectly
alleges a coverup by Donald Page Moore.

Nowhere did he say he personally had been intimidated by
. Donald Page Moore.

The question of n coverup of an investigation of the Moore cam-
paign contributors was not even raised at the hearings. What was
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raised, in vesponse to a particular question I put, was whether or
not the memo describing the threat by Laura Staples was forwarded
to the proper authorities, . ‘

Goff said he did not know. In addition, Goff’s testimony did not
directly state or imply that there were any attempts to hamper the
investigation which your testimony belittles, o

Could you tell the subcommittee why you felt it was necessary to
state that Goff had made certain charges, which I cannot certify to
because he did not make them, so far as I know, at the heoring I
attended ?

Mr. Smmon. Senator, that is my impression from reading the
testimony. I, of course, prefer the impression that you have, because
the impression you have is the one that is true. There is absolutely
nothing to support the inference Goff made.

Senator Peroy. On page 5, you indicated—in correspondence, that
js—that you referred to the U.S. attorney a number of matters for
investigation, involving factoring companies and providers of serv-
ice, and that this refutes Goff’s statement; on page 61 of the trans-
cript, that no case was ever referred to the Attorney General.

Possmre Conrricr Witir GAO RerorT

I would like to read from the GAO report to see whether or not,
in your judgment, the Comptroller General’s report on the Illinois
medical program then was wrong. That report of the GAO read
in part: “The special counsel,” that is yourself, “reviewed the in-
formation that was collected during the State’s investigations, and
concluded that previous investigative work was directed at isolated
allegations, and the cases were not sufficiently developed, and, there-
fore, could not be referred for either State or Federal prosecution.

“Under the direction of the director of IDPA, the special counsel,
and IDPA staff developed a computer program to produce recipient
and provider profiles so that utilization data from IPDA payment
records could be used to investigate fraud and abuse, and, finally,
through use of information extracted from provider and recipient
profiles, the special counsel referred the following three cases to
the U.S. attorney for prosecution.” There followed the details of
those cases. 4

“These wera the first cases of potential medicaid fraud ever re-
ferred to the U.S. attorney’s office for prosecution since the Illinois
medicaid program began in January 1966.”

Would you care to comment on this report then?

Mr. Smown. In relation to what, Senator?

Senator Prroy. As to whether or not there were any previous
cases ever referred other than those cases that were cited.

Mr. Smron. Well, I cannot any more,

I used to be able to go through the index of the U.S. attorney’s
office. I do not recall any such reference while I was in the office,
and 1 left the office immmediately before coming into this program.

I tallked to James R. Thompson and Samuel K, Skinner about these
cases. For thoso on the subcommittes who do not know, Mr,
Thompson is the former attorney for the northern district of
Illinois, and Mr. Skinner is the acting U.S. attorney for the northern
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district of Illinois. It is my recollection from talking with them
at that time that these were brandnew cases, that they had not
had familiarity with them, and we treated them as such.

Before this, I don’t recall any such cases ever being brought in o
the U.S. attorney’s office.

Senator Crmes. As I understand your testimony and the state-
ment, when you first got there, you did not feel the records were
sufficient; you did not think there was sufficient detail to warrant—
to be able to prosecute, and that is why you set up the computer
program.

Mr. Stmon. That is correct.

Senator Curres. Then once you got that set up, you thought you
could develop sufficient information—based on that, you did come
up with some cases, and you did refer those to the U.S. attorney.

Mr. Simon. That is exactly right, Senator.

Those cases were referred during the months of, I think, Novem-
ber, December, 1974 and January 1975, respectively. They were not
referred at the beginning because they were not available.

Senator Percy. The implication I got from the statement was
that a number of matters were referred for investigation but only
threoe cases for prosecution,

Mr. Simon. That is corvect, there were a number of matters.
There were three specific cases and a number of matters.

Granp Jury REQUESTED

Mr. Thompson, Mr. Skinner, and I had a conversation some-
time either in QOctober or November—maybe it could have been as
early as September—and I asked them whether they would convene
o, general grand jury investigation to issue subpenas to obtain
documents and to allow us, under rule 6(e) of the Federal Rules
of Criminal Procedure, to act and assist them, and to help the grand
jury make these investigations.

The decision at that time was that they would only work on
specific cases that were referred to them, and would not open a
general grand jury investigation.

That 1s the procedure we followed. While I submitted three
specific cases, there were other matters thut were forwarded for
other investigation.

The FBI 1tself pursued some investigators, and it is possible that
throngh the cases and matters that were brought to their attention
by the task force, criminal conduct by a number of people may be
shown., They are still investigating those; so it was not just
limited to the three.

As you will see in the items identified in appendix A to my
statement, I even gave them all formal interviews that we had of
the Illinois Department of Public Aid employees to see if they
would want to pursue that.

I gave information to the drug enfercement administration,
relating to pharmacies which we thought may have been doing
something wrong. Besides specific cases, we had_ oursel done
numerous interviews, and had the computer provide eiiougn back-
ground for immediate presentation to a grand jury. We submitted
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other matters which were developed to a lesser extent, but we still
referred them.

Senator Percy. Just before the vote, you described for the sub-
committee the task force investigation—the nature of the key find-
ings and recommendations.

pecifically, could you tell us if the task force had data which
indicated that factoring firms were receiving special treatment by
IDPA in the payment of bills?

Mr. Simon. Senator, it was on the basis that factoring companies
were abusing the IDPA that the task force method of investigation
was created, and was still operating at the time I left. The study
was to determine if that was valid.

At the time I left, I was not able in my own mind to ascertain
which was the case. I do not know whether it is possible to say that
the factoring companies have been abusing IDPA.

Let me give you in brief—the method by which the investigation
was done, and then maybe it will put it in better perspective.

Parrery Must B SxmowN

In order to establish fraud, you must show a pattern of activity
that some one knowingly and intentionally engaged in such activity.
That is why it is so hard to prove a fraud case.

Here our base data was originated by the medical provider who
said he performed a specific service for a patient. When you in-
volve a factoring company, you are involving another agent, and,
therefore, if you find the patient did not get the service, you have
two people to look to: the doctor who said he provided it, or the
factoring company which may have altered the billing records.

That meant we had to audit clusters of doctors who used the same
factoring company. If you could prove 35 or 40 percent of the
doctors who used the same factoring company had mistakes in their
bills, the 85 or 40 percent of the doctors would have to provide an
excuse as to why they had that mistake. Their excuse could be that
their bills were altered by the factoring company. That is the theory
on which the investigation was based, and it 1s the one on which
it was carried tleruéil, whether or not to accept the theory, or the
belief, that factoring companies were abusing the department of
public aid; the investigative method made it moot as to that
argument.,

The comparison of factored and nonfactored bills was just an
attempt to determine by the use of our computers whether or not
we were really pursuing something in the rizht way, or should
alter our program.

It did not make us alter ouy course of conduct. It just shed some
light.

gSenator Peroy. I have had a chance in the last few minutes just

to glance quickly through your final report. The scope of the
operation you had was very broad. You were running a much
larger organization than I originally thought, drawing a large
number of people from various departments of the State. So 1t
was quite an organization you were administering.

Mr, Smox. Training and administering.
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Senator Prroy. Your whole purpose was to determine whether
not there was a conspiracy? :

Mr. Sovon. I will put it in very simple terms, Senator, Senator
Moss, and Senator Chiles, for I have performed the same form: of
the factoring. :

We are faced with a huge bureaucracy that befuddles the im-
agination, for an individual to get through, it is not that -easy,
and in our office we have assigned personnel to just do casework,
and follow thirough on these things, and we know that we could
get things done a lot faster if we could cut through the redtape
and the problem, of conrse, is how to handle such things like this.

Existence or ConsPIracy QUESTIONED

I have never seen any evidence that it is a conspiracy to slow it
down, so we have to do this work, and there is not any such thing.
It is just the bureaucracy-—you could put it that way—but here
you have a real clear-cut choice that was made that theve was a
conscientious slowing down of the effort here, so that factoring
companies would be required—but then there must be some incen-
tive to the people who were slowing it down.

Now, this type of conspiracy would lead me to believe that you
could determine fairly soon by normal standards of investigative
measures whether such a conspiracy did in effect exist. :

Senator Prroy. Are yow able now, after all this effort, to state
what conclusions there were, that is, whether you believed that such
a conspiracy existed? Can you tell us whether or not factoring
companies are necessary, not just because of the nature of the
bureaucracy, but because of the conscious effort to withhold pay-
ments, so for the factoring companies, it would have to be a way
of lifc for making payments on time?

Mr. Simon. Senator, I could not agree that factoring companies
are necessary to operate on behalf of physicians with the Illinois
Department of Public Aid. Based upon Director Trainor’s testi-
mony, the payment only takes 15 days.

I think, compared with private insurance carriers, that is a good
payment cycle. It was my advice to the director, while the attorney
general to the State of Illinois was engaged in defending litigation
which he referred to, in which the department took a position they
did not want to deal with the factoring companies, but the courts
said that we were forced to—forcing hem to deal with factoring
companies. I do not think there should be any middle man, and
in my report I made a comment in that footnote that says if factor-
ing must be dealt with—and by that, I would hope it would not
be—that there should be certain changes made in identifying them
and being able to control them better.

As to the general proposition as to whether or not there was a
conspiracy among the factor companies, I cannot engage in a
general portrayal of them, .

. Some of these companies were not investigated before I left, and
I think it would be unfair for me to characterize them. As to the
one company that I referred to the U.S. attorney’s office for in-
vestigation, I found what I belicve to be awful conduct on the
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part of those involved. It is alleged conduct, since it has not been
proven, and it is under investigation. But it was very, very dis-
turbing to me, and I think on. the whole it is a far healthier
situation not to have that arrangement in the Illinois Department
of Public Aid. _ , |

Senator Percy. Did the task force investigate the existence of
fraud by individual providers? '

Mr. Smvon.- Yes, it did.

Senator Percy. What was the outcome of that investigation?

Mr. Smon. Well, we found it is a lot easier to prove the problem
of overutilization, that the physicians rendered a service which
may not have been necessary. That is a peer review function.

Crrrrcar or Porroy

We also found evidence of fraud. We found in one instance, and
it was referred to the U.S. attorney’s office, which I mentioned
in my veport, an optometrist who was billing for glasses that he
was not providing. In the report I was critical of the department
of public aid policy which I thought was wrong and lent itself to
such abuse.

There were other things. I recall a physician, whom I will not
name. He was brought to my attention by an auditor. I looked
through some of his patient records and I saw records for a child
now 3 years old who, for the past 15 months, had been given shots
for tonsillitis. '

I am not a doctor, but I am a father. I would not take my child
to a doctor to be injected once a week for that period without seeing
to it that the condition was corrected. , '

Now, because I am not a doctor, even because I thought some-
thing was wrong, I could not say this doctor was defrauding the

. department of public aid. That was for peer review, ‘

If he did provide that service, if he gave that shot, he was not
defrauding the department of public aid. He was giving the
service for which he was being paid. ' ‘

Medical judgment: that is what would determine whether or
not a service was absolutely necessary. I give the comparison of

~drug abuse in the report where the Government tries to prove
doctors have illegally dispensed drugs. It is very very hard, be-
cause laymen are not sufficiently schooled to evaluate the necessity
of dispensing drugs. The Government had to provide strong proof
in those cases. . . .‘

I think these two things portrayed the problem we ran into, and
they do portray the ability of the task force to distinguish one from
the other and properly act.

Senator Percy. Did you ever direct members of the staff of the
task f(;rce to share informati~n with Federal auditors or investi-
rators?
£ Mr. Simon. Well, yes, I imagine I did. I gave much of it to them
myself. » .

I remember telephoning an FBI agent one day and asking him to
come over to look at some documents. :

70-307—76
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I took him to the task force office, as I recall, to assist him in
finding and copying documents. Also, I told Ms. Staples—you will
see a %etter referred to in appendix 'A. showing that she, at my » .-
quest, gave me a copy of the computer programs so that I could
forward them to the regional director in the Department of Health,
Edveation, and Welfare. Yes; I imagine I did give such instruc-
tions at one time or another. ‘

Senator Peroy. Did any members of your staff tell you, he or she
had received such instruction to share information?

Mr. Stmon. That I do not recall, Senator.

Senator Percy. Is it possible, Mr. Simon, for you to tell the
subcommittee if Mr. Goff ever, during the period that he worked
under Mr. Trainor’s supervision, had working for him investigators,
auditors, people to analyze cases, and whether among his responsi-
bilities he ever had an assigned responsibility for auditing or in-
vestigating ¢

WorkiNne ReraTIONSHIP RELATED

Mr. StmoN. When I came into the Xllinois Department of Public
Aid, I knew nothing about its organizational structure; I did not
have a chart. I coul(% not tell you, Senator, what his functions were.
I can tell you what my involvement with him was, and what I
expected of him and his staff.

I spent many hours in Springfield and in Chicago with himn and
his staff, and my conferences with him were always devoted to work-
ing out an analysis of what programs could be run through the
computers, so that we could get part of the analysis of the docu-
ments going.

I do know from looking through documents that were provided to
me the first week I came into the IDPA, that at one time, Mr. Gofl
and those on his staff hiad conducted a very small audit in certain

laces of Chicago, and they probably doubled in the functon of
eing auditors.

My only function with him and his staff was to devise computer
programs.

. Senator Peroy. I have no further questions. Thank you very
much, Mr. Simon.

Our next witness is Mr. Joel Edelman, executive director of the

- Illinois Legislative Advisory Committee on Public Aid.

Mr. Edelman, will you raise your right hand

Do you solemnly swear the evidence you are about to give will
be the truth, the whole truth, and nothing but the truth, so help
you God? - .

Mr. Eperman. I do.

Senator Peroy. You may proceed.

' STATEMENT OF JOEL EDELMAN, EXECUTIVE DIRECTOR, ILLINOIS
LEGISLATIVE ADVISORY COMMITTEE ON PUBLIC AID; FORMER
DIRECTOR, ILLINOIS DEPARTMENT OF PUBLIC AID

. Mr. Eosrman. I am Joel Edelman. At resent, I serve on a park-
time basis, as executive director of the Iliinois Legislative Advisory
Committee on Public Aid. In addition, I am a consultant in the
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health and welfare fields. From February 1973 through mid- August
1974, 1 served as director of the Illinoia Department of Public Aid.

My current position requires that I provide staff services and
conduct research and investigations for the bipartisan Legislative
Advisory Committee on Pub‘f’ic Aid. It is a unique legislative en-
tity, comprised of six members of the State senate and six from the
house of representatives. It was created under the Illinois Public
Aid Code to advise the department of public aid in all matters of
gohcy in the administration of the welfare system in Illinois; to
ormulate legislation to improve services for and the administration
of the welfare program; and to conduct investigations of public
welfare and health programs and the manner by which these pro-
grams are administered.

I have been invited to testify hefore you today to respond to
testimony presented by Mr. John Goff to this subcommittee on No-
vember 13, 1975. Mr. Goff served as a section chief in the bureau
of quality control during my 18 months of administration of the
department of public aid in Illinois. At that time, Mr. Goff re-
ported to the bureau chief, Mr. Wayne Hamburger, who, in turn,
reported to Mr. Norman L. Ryan, deputy director of the depart-
ment. Mr. Ryan reported divectly to me. My personal dealings with
Mr. Goff were few and far between. I considered him a capable and
dedicated employee.

Mr. Goff testified before this suhcommittee to the effect that I had
ordered him to defer the cancellation of ineligible cases on the wel-
fare rolls and that I had threatened to fire him if he did not carry
out my orders. He alleged that I told him I was under orders by
Gov. Dan Walker to defer cancellations of these cases pending the
conclusion of the primary elections then in process.

TesTiMoNY CHALLENGED

To the best of my ability to recail and reconstruct those events,
it is my opinion that Mr. Goff’s testimony on these specific matters
is inaccurate, incomplete, and confused. I believe he was referring
to a situation which developed during the latter stages of our exe-
cution of a new and somewhat unique program of corrective action
designed to cancel ineligible cases on the aid to families with de-
pendent children program.

Actually, the program had its origins back in May of 1973 when
we carried out our first crossmatch using the records of the Bureau
of Employment Security of the Illinois Department of Labor. In
this program, we compared comiputerized ADC rolls against the
unemployment benefits records maintained on computer by the de-
partment of labor. A match of a name and social security number
appearing on both computers suggested the possibility that the
adult ADC recipient had been employed during the same period
of time he or she was receiving public assistance. On our first cross-
match, we found 20,000 such potential cases. These findings had to
be verified. We faced the enormous task checking each case to prove
the recipient was actually employed at the exact same time he or
she received welfare payments, that the income was not reported to
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public aid by the recipient, and that the recipient knew of the re-
«quirecment to report this income. .
It became quite apparent to us that the most frequent cause of
ineligibility in the AIgO program was unreported income; that our
computer crossmatch was useful, but could only provide names of
probable cases of ineligibility ; and that another, more direct method
for discovering cases of unreported income must be developed.
Under the leadership of my deputy, Mr. Ryan, we developed an
income report card. The card was first used in November 1973, Each
ADC family unit received a card. They were required to provide
information about income received from sources other than public
aid—the amount and source of the income—and to return the card
to the department. The recipients were advised that failure to re-
turn the card would result in cancellation of their benefits.

Proarad Urnartp By Counr

This program was challenged in Federal district court by a class
action lawsuit contending that the program violated provisions of
tho Social Security Act and that the report card was printed ex-
¢lusively in' English and that non-Enghish-speaking persons were
unfairly and adversoly affected by the program. Ultimately, the
Federal district court upheld the program and, in January 1974, we
‘put the program intoc full gear. Late in February 1974, cards were
reburned from all but approximately 9,000 of the 208,000 ADC
«cases. It was then our decision to withhold the monthly welfare
.checks from those cases failing to return to the department of public
:id the income report card. We felt we could not immediately can-
cel the cases not reporting because of our determination to avoid
mistakes which might result in the cancellation of eligible cases
and hardship to truly needy families. We recognized the possibili-
ties that some cards could have been lost in the mail; some recipi-
ents might not understand the program; and some recipients may
have inadvertently failed to comply. By withholding the checks, we
would have the ability to void the State warrant at any time the
family unit was determined ineligible and at the same time we
would force the recipient to contact his caseworker to find out why
his or her monthly check did not arrive. When the recipient in-
«quired about the check, the caseworker could provide instructions
:about the income report card, and request that the recipient visit
the district or county office to complete the card. We assured the
court as part of the litigation I referred to previously in my testi-
mony that we would release the withheld checks of any recipient
who complied with the reporting requirement and that the check
‘would be released within 72 hours after the cards was completed by
the recipient.

I believe that during the month of February close to 6,000 of the
remaining 9,000 families who had not complied with the program
did, in fact, respond to the withhold of their check and did
.complete a report card. We released checks to those who did so.
During this same period, and I am not certain of the exact chron-
wology, Governor Walker was scheduled for an accountability session
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on Chicago’s South Side. These sessions have been scheduled around
the State, at which time the Governor meets the people and answers
their questions about his adminiginstion. A few days prior to this
particular session on Chicago’s South Side, I was visited by M.
Squire Lance, who was then an aide to the Governor and has since
resigned, about the check withholding program. He expressed the
opinion that the Governor was in for considerable pressure at the
accountability - session about the welfare program in general, and
the check withholding action, in particular. He asked me to agree
to release all checks then being withheld so that the Governor
could announce this action at the accountability session. I asked
him if he was authorized by the Governor to make this request
of me or whether he was acting on his own initiative. He admitted,
as I recall, that it was his own idea. I refused to agree and I heard
nothing further at that time.

Comymuntry Leapers Urcep TERMINATION OF PROGRAM

Following the accountability session, a group of community lead-
ers met with the Governor about the income reporting program.
The most prominent member of the group, to my best recollection,
was Father George Clements, pastor of Holy Angels Church in
Chicago. I want to say emphatically, I have the greatest respect
for Father Clements. Fle is a compassionate, intelligent, spiritual
and social leader, who acts, in my humble opinion, out of pure
iqotives in the best interests of his congregants, his community, and
iis race.

The community leaders urged the Governor to terminate the pro-
gram and release all the checks being withheld on the grounds that
they considered the program to be a form of harassment; that they
contended many people on welfare were illiterate and could not
understand the requirements for returning the cards.

The Governor, quite properly I believe, asked me to justify the
program. Fle wanted to be certain that eligible families would not
be removed from the program. He wanted to be assured, I believe,
that I and my associates knew what we were doing. T felt the pres-
sure to release the checks was unwarranted because I was convinced
that our program was valid as it applied to those still failing, after
2 months of patience and persistence on our part, to comply. I was
convinced that we would ultimately, properly cancel about 2,500 to
3,000 cases at a projected annual savings to the taxpayers of our
State and Nation of approximately $18 million. Although I was
not pleased about the pressure, I came to the conclusion that I must
accept the burden of validating what we were doing.

As I recall, it was toward the end of February when I and two
members of my executive staff, Mr. Robert Wessel and Mr. Jesse
Harris, were in Washington for meetings with officials of the U.S.
Department of Health, Education, and Welfare. I called Spring-
field to instruct the staff that we would conduct & sample survey of
about 300 recipient families in Chicago to determine, on a personal
interview basis, why they had not returned the income report card.
I planned to ask our burcau of quality control staff to conduct the
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survey within a week to 10 days, during which time we would con-
tinue to withhold checks on those families not responding.

Normally, I would have dealt with my deputy, Mr. Ryan, who
was in charge of these program, but he was, as I recall, on a brief
vacation, out of State. I eventually spoke to Mr. Goff. He protested
the delay, expressing the opinion, as I recall, that he did not con-
sider this intermediate step necessary and recommended the imme-
diate cancellation of the remaining cases. I do not recall the con-
versation in detail, but I remember giving Mr. Goff the og‘portunity
to express his views and then deciding to proceed with the survey.
He told me, as I recall, that he would rot carry out my orders;
that he worked for Mr, Ryan, and unless and until he received
direct; orders from Mr. Ryan he would continue to proceed with his
actions to cancel cases. It was on the basis of disobedience that I
threatened to fire him, I called Mr. Ryan, who was in Mississiipﬁ)i, I
believe, and asked him to call Mr. Goff and advise him to follow
my instructions. Mr. Ryan did that and Mr. Goft called me back
to say he would proceed according to my instructions.

Porirroar, Discussions Nor RECALLED

I do not recall, as alleged by Mr. Goff, discussing any matters of
politics with Mr. Goff, nor do I remember any apology stotement
as to interference from the Governor’s office, subsequently. I may
have alluded to the primary election, explaining the pressure on the
Governor and on me, but I did not mull(c any of my decisions with
political considerations in mind. I felt I had to prove the validity
of our program to both the Governor and to respected community
leaders, and we did. The results of the home-visit survey, as I ie-
call, were that we were able to actually interview about 170 families
and only 3 of those families could substantiate their continuing eli-
gibility. The others were sither concealing income or were prepared
to admit they were either ineligible or receiving more assistance
than they were entitled to or that their situation required addi-
tional study and vertification. We presented this data to the Gov-
crnor, Father Clements, and others, and they agreed we should con-
tinue our program. The next 2 months we canceled approximately
3,000 cases and voided the welfare checks withheld on those cases.
I do not believe we lost or wasted funds due to the delay and T
believe the delay was justified.

In support of my testimory here today, I wish to submit to the
committee the following documents:

Exhibit I: A true and complete copy of & news release dated Feb-
ruary 25, 1974, issued by our department about the program and
Father Clements’ role in it. Because of its germaneness, I wish to
read it into the record, and I quote:

Chicago, I, February 25-—The Illinois Department of Public Ald will
operate an Information ‘“hot line" in Ohicago from Wednesday, February 27,
through Friday, March 8, to answer the questions of aild recipients about
an income report form they recelved in November.

Father George Clements, pastor .. Holy Angels Church in Chicago, said

today that public aid director Joel Edelman agreed to set up the {nformation
“hot line” in a meeting last Thursday with Governor Dan Walker. The
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three men discussed concerns about why some families may not have returned
the forms. Several thousand welfare checks presently are being withheld
because recipients of Aid to Families with Dependeat Qhildren (AFDO)
friled to return the form or to report to local public ald offices to supply
information required by law about their income,

Father Clements said he feared some families did not understand the new
form or may not have been able to reach caseworkers to avk questions. Checis
are released as so¢ - as a responsible member of the family reports to the
local public aid offic: and completes the form,

Three telephone lines will be manned by department of public ald staff at
209 'W. Jackson Blvd., in Chicago, from 8:30 a,m. to § p.m. from February 27
through March 8 (excluding Saturday and Sunday). Personnel will be able
to answer questions about the {ncome reporting forms only. The numberg “re
(312) 793-2648, 2658, and 2659, Bilingual personnel will also be avallable o
help Spanish-speaking callers,

idelman comments: “We are concerned about why famiilies have not reported
to public aid offices {f they have not recelved their checks, Xf they know they
are no longer eligible for assistance, that {& one matter. But we want to be
absolutely certain needy families do not suffer because of some misunder-
standing about what is required. '

] am again asking comminity organizations, welfare rights groups, clérgy,
and others who have contact with recipients to report to my office immediately
the names and addresges of families who are experiencing hardship because
they did not recelve welfare checks in February and are unable to obtain
intormation about the reason for the deluy. We will act at once to assist
eligible families in these circumstances.”

Income reporting cards were mwaile@ to approximately 208,000 AFDO
families throughout the State in November: All but 31,000 weére returned by
February 1 when the withholding action began, Edelman said the exact
number of checks ‘withlheld for the month will not be knewn until early
March because mailing schedules are not completed until the end of
February.

[Additional document follows which was included with exhibit I:]

RAp1o PUBLIO SERVIOEB SPOT ANNOUNCEMENT

ILLINOIS DEPABRTMENT OF PUBLIC AIL: “JIOT LINE" FOR HELP IN REPORTING INCOME,
FEBRUARY 27 THROUGH MALOH 8

Announcer: An important message for public aid reciplents: If you did not
receive your February check from the Illinois Department of Public Aiq, it
may be because you did not return an incoming reporting ¢ard mailed to
you In November. You can get information about the income report by calling
a special *hot line” i{n Ohicago between 8:30 a.m, and § p.m. from now
through March 8, The numbers for the “hot line" are: 7D3-2648, 2608, or
2669. Spanish-speaking persons can also call these numbers for help.

Call the “hot line,” or report to w#.: public aid office, if ycu think you
are eligible for public ald but did nc .t your February check. The telephone
numbers again: 793-2648, 2658, or 20ue.

Mr. Eperyan. As exhibit II: An intraoffice memorandum issued
to all staff, primarily caseworkers in the field, instructing them on
the details of the income reporting program. .

[The docuinent follows :j

Stare oF ILLINOIS, DEPARTMENT oF PUBLIC AID
MEMORANDUM

Re: AFDC mallout, form DPA-48a, income report.

The Burenu of Quality Control will start malling notices on November 8,
1973, to all AFDOC cases regarding recipient responsibility for reporting income.
The notice will explaln the provisions of the public aid code and the legal
remedies If violation occurs.
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A new Form DI_’A—43a, Income Report, has been’ designed for use in con-

junction with the mailout. AFDC recipients will be requested to complete
Form DPA-43a cards and return them to the Bureau of Quality Control in
Springfield. Stamped, self-addressed envelopes will be included for the re-
ciplents’ use and any cards wmistakenly sent to local offices should be forwarded
to Springfield immediately.

Plans have been made to centrally suspend those cases in which the Post
Office has indicated the Forms DPA-43a are undeliverable. The undeliverable
cards will be cross checked :ith the Forms PA-5, Notice 0f Returned Public
Aid Warrant, to obtain changes of address. The DPA-43a and notice will
be remailed to those persons who have a new address.

The Bureau of Quality Control will maintain a file of the réturned DPA-~13a
cards for statistical purposes. Form DPA-43a was designed for a single
mailing and will not relieve the recipient from repexrting his income regularly
on Form DPA--48, Income Report, to the county/district offices.

‘ JoEL EDELMAN,
Director.

Mr. EpeLMAN. As exhibit ITI: A memorandum to Mr. Goff rep-
resenting an informal disciplinary sction in response to his ex-
pressed position that he would not accept orders from me as director
of the .epartment. ’

[The document follows:]

ILLINOIS DEPARTMENT OF PUBLIO AID

INTEROFFICE MEMORANDUM
To: Mr, John Goff.,

From: H. Wayne Hamburger.

Re: Auditing of withheld warrant cases.

I agree with you that the decision to make a home visit to each client whao
failed to return income report ¥ormm DPA-43a is unseound from the project
manager's viewpoint. It could end up costing the State millions of dollars
if handled improperly. I must remind you, however, that you are part of an
organization, namely, the department of public aid. The one man who bears
the total responsibility for this organization is the director, Joel Hdelman.
Your actions and decisions as well as mine finally become his responsibility.

If we choose to remain a part of the department of public aid, we will
abide by Director Edelman’s decisions. He has made a decision to visit all the
clients whose checks were witueld and it is up to us to abide by it. ¥Xe has
permitted us to exiress our oppositica and hostility ‘and he is not obligated
to tolerate any insubordination. The DPA-43a project is not your project. It
is the department’s project and you would do well to remember this.

I do not like to operate my bureau by putting all instructions in writing but
I can if necessary. You are assigned to the bureau of quality control and
yon report to the chief, which happens to be me. Your orders do not come
dlvectly from Deputy Director Ryan and if you disagree with me I will refer
you to Mr. Ryas, ' :

Y must ingist, however, that there is only one bureau chief and until I amn
relieved, you will take your instructions from me. I hope you will accept
this in the same candid and unemotional manner as I have accepted your
memo of this date.

H. WAYNE HAMBURGER.

Mr. Eperman. Mr. Chairman, I have submitted these exhibits to
the committee, such as exhibit II—the intraoffice memorandum—
which was issued to all the staff, particularly to caseworkers in
the field, instructing them on the details of the income reporting
program so that they would be prepared to handle inquiries. The
third and final exhibit is a memorandum to Mr. Goff which was
issued by his immediate superior, Mr. Hamburger, representing an
informal disciplinary action in response to his expressed position
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that he would not accept orders.from me, as director of the
department. : o : :

would simply point out to ths committee that the large dark
handwriting in the upper right hand corner of that original memo
is my hendwriting, and it reads “Confidential.” I was returning a
copy of the memorandum which Mr. Hamburger had sent to me,
with this note on it: “Good. Sorry it was necessary. John has done
a good job, otherwise—y. E.” in those outlined initials.

I wish to thank the committee for the opportunity to present my
best knowledge of these matters, and for your patience in.receiving
this testimony. -

Mr. Havamanparis. I am very pleased to have your testimony
for the record. I think I would prefer to delay a few minutes until
‘one of the Senators comes in. :

Trsrimony CorRROBORATION IMPORTANT

The reason I say this is that your testimony is extremely im-
portant in many ways, and that you are corroborating what Mr.
Trainor said; at least in reference to what Mr. Goff said about
the cancellation of the 8,000 cases.

We received a document yesterday, supplied to us by the Gov-
ernor and his counsel, which indicates that in February there was
some 4,300 or some.cases that were canceled—in that week of Feb-
ruary—and it does tend to confirm what Mr. Goff had to say, so
I am at a loss of trying to reconcile his testimony with ycurs.

Mr. Eprrman. I am sorry. I did not follow.

Mr. Havamanparis. I am at a loss to try to reconcile Mr. Goff’s
testimony on this specific point of the cancellation of the 3,000 cascs
and yonr specific testimony.

One question we might focus on for a minute is this: The cases
were being held in abeyance, that is to say, money was not being
paid, is that correct ? : :

Mr. Epkryan. The 8,000 cases?

Mr. Haramanparis, Yes. :

Was there any way in which money-could be paid to those 3,000
cases? Of the individuals represented by those 3,000 cases, was there
any way they could have been receiving money through any source?

Mr. Eperman. I know of none, other than the possibility—and
this would raise a question of collusion—that a caseworker could
have put an individual back on the rolls through what we call an
emergency procedure—a one-month-only check which is issued on
an emergency procedure under a different arrangement within the
department. A caseworker who did this, knowing that this same
individual has been on-the rolls and was now sabject to a with~
holding procedure—that cassworker would have acted improperly.

Mr. Haramanparis. How does that work—would the caseworker
necessarily know that there was a hold on a particular case?

Give me the mechanics of it. Let us assume I am one of the indi-
viduals involved—I am one of the 3,000 cases—suppose I show up
at a local welfare office and I put in for emergency payment. How
does that work?
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Mr. Eperman. As I recall it, it was Mr. Goff, Mr. Hamburger,
and, I think, Mr. Ryan who worked out the specific arrangement
to prevent that from happening. -

We did have a discussion of that potential leak in the system, and
he assured me that they had taken steps to prevent it from hap-
pening.

I bglieve one of the procedures was to issue lists to the specific
district and county offices of those persons whose check was being
withheld, in direct relationship to the special income verification
program.

Normar Case CANCELLATIONS

I might point out that some of the discrepancies that you are con-
cerned about may relate to the ongoing cancellation of cases, other
than the income verification program.

As Director Trainor testified earlier, the department canceled any-
where from 5,000 to 6,000 cases a month for varying causes. Indi-
viduals calling up would ask to be taken off the rolls voluntarily
because they found a job. -

There are many other reasons why cases are canceled. So some
of the cancellation of cases that you referred to may have been the
routine ordinary cancellations.

I am limiting myself now to the special program.

Mr. Haramanoaris. Well, I am going to send this affidavit down
to you. It is an interoffice memorandum and it indicates that a num-
ber of cases that were canceled beginning December 7, 1973, all the
if I recall Goff’s testimony, it indicated that about the last week
way through March 1974—excuse me, through May of 1974—and
in February is when he canceled these 8,000 cases. I want to send
this down, to let you look at it and see if you think it might cor-
‘roborate Goff in some way. '

‘What is your reaction to that?

Mr. Eperman. Well, I have to assume that I was correct in my
statement just a few minutes ago.

This is an enumeration of case cuncellations, but it does not ap-
pear to limit it to the wage or income verification program. These
may have been the ordinary normal cases that were being canceled
for other causes.

I cannot draw the conclusion that there were any special case
cancellatons at that particular time.

Mr. Haramanoaris. How do you explain the discrepancy in the
numbers in each of the other cases? We are talking about 1,000—at
most, 2,000 cases that were canceled in any particular week. In the
last week of February, there were over 4,000 cases canceled.

Mpr. Eperyan. Well, I think it is very possible that the program
has some side benefits—that even those people who returned the
report card may have decided that they should get off the rolls.

In other words, I cannot draw the conclusion from these data
that this is a direct product of the income verification system. In
fact, again, to the best of my recollection, we did not cancel those
3,000 cases in February. We specifically withheld the cancellation.
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Now, there may have been some that were canceled before we got
orders to the Quality Control Bureau that they were going to do a
validation, and this is where Mr. Goff expressed his protest, and he
felt it was an unnecessary additional step of validation.

He felt that we had spent a couple of months on this program,
and that it certainly had proven itsel?.

Mr. Havamanparis. Let me ask you this question, if I may. This
morning we heard testimony concerning some 35 cases that were
isolated by the Illinois Medical Advisory Committee, and Mr.
Trainor allegedly did not do anything with the information that they
accumulated. They had 35 cases that were not pursued, and they
were not allowed to be presented to them, even for a recommenda-
tion that action should be taken by the Illinois Department of
Public Aid.

Would you say that a reasonable man in that position would have
acted the way Mr. Trainoy did? Let me put it another way. If you
were? in Mr. Trainor’s position, would you have acted in the same
way ¢

Mr. Eperman, Well, let me answer it a little differently, if I may.

I was the one that requested the Illinois Medical Society co-
operate with us—to make up those site visits.

My relationship with the Medical Advisory Committee was a very
positive one. I would say we met almost monthly during my tenure
in office, and that I attended probably 90 percent of their committee
meetings which were usually held on Saturday.

Avvisery Cosrmrrrer MedBErRs DESCRIBED

Many of those men came from central and downstate INinois—a

great incoiivenience, %llving up the opportunity to earn a living on
that particuiar day. They were dedicated physicians.

I certainly would have very strongly valued their findings and
their opinions, and I think I would have been very definitely per-
suaded by their findings and opinions.

Mr. Haramanparis. You would have acted on material they gave
you and referred it for further investigation within public aid?

Mr. Eperman. Well, I have a difference of opinion, both with
Mr. Trainor and Mr. Simon, and I am not pitting my legal talents
against Mr. Simon by any means, but I do not share his opinion
about administrative process and administrative review.

I chink that when doctors participate in a medicaid program,
they de 7> under all of the terms and conditions which the program
sets forth and, if you will look into the policy manual of the de-
partment of public aid, it very clearly sets forth grounds for termi-
nation. We are not talking about suspension—we are talking about
definitive termination of physicians from the program, and those
grounds are very broad.

They ars so broad, you could terminate a man for delivery of
service.

Now, Mr. Simon indicated that there is not much you can do
about overutilization.
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I disagree with him. There is a great deal you can do about over-
utilization, and I for one—I actually did this, not as it related t
physicians but as it related to pharmacists. I suspended payment on
three pharmacies, based on the investigative work of my staff. I
was convinced the irregularities were sufficient to warrant suspen-
sion of payment, and my theory is that we would then conduct a
swift investigation and, if our findings could be substantiated, we
would then bring those pharmacies before the appropriate drug and
therapeutic advisory committees for their affirmation of our decision
to either suspend or terminate.

In my capacity as executive director of the executive advisory
committee—there has been confirmed even further on the basis of
some investigations that we are doing—we know of one very large-
scale pharmaceutical or medical clinic, or green card clinig¢, operator
in the city of Chicago who has in excess of a dozen locations in the
intercity. We have done a thorough study of his billings to the State
for the current fiscal year, and based on only 3 of those 12 locations—
and we belisve he has more than 12, by the way—and on only 3

of those, we project annual billings in excess of $1,200,000 for the
current fiscal year.

InvesTIGATION SEEN AS PROPER

We believe that the operation may, in the aggregate, produce
anywhere from $2 to $4 million a year.

We are told by suppliers—we take wholesale suppliers of pharma-
ceuticals, that they, in some cases, have already refused to supply
the man with drugs bcause he does not pay his bills, and yet there
1s a cashflow to this operation on a monthly basis in excess of $200,000.

We think these are sufficient grounds for a thorough investigation.
We think that the department of public aid could very properly and
very rightfully do an audit of acquisition costs—how much should
that pharmacist pay for the material that he is using, and how the
billing is paid for.

We think that they could very easily investigate patterns of
acquisition.

Here is & pharmacy, for example, that produces a tremendous
ilimount of Valium for public aid recipients. Valium is a trade name

rug. !

What we would like to do is talk to the supplier of Valium to
see if, in fact, the pharmaceutical chain does purchase as much
Valium as they bill the State for, because we suspect that they may
be billing for the trade name at high cost, and supplying a generic
substitute at a much lower cost. We think there are tremendous
numbers of leads based strictly on the raw data of how much
volume or how many dollars the particular vendor obtains from
the medicaid program. Those clues alone would keep a competent
investigation staff busy many, many days, months, and years. .

Mr. Hananmanparis. I agree with you, particularly in this case.
Were I in your or Mr. Trainor’s position and the medical society
came in with 35 cases and said: “Here, prosecutor, go out and in-
vestigate them; there appears to be some hanky-panky going on,
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to me, based on our site visit by a team of physicians.”. I promise
you I would do something about it, and I tgink' you would too.

I am troubled by Mr. Trainor’s response to that same question,
and I am troubled by Mr. Simon’s response to it, even though the
administrative procedures argument sounds like it would be plausi-
ble—in this particular instance, I do not think it has much applica-
tion when all you are talking about is whether or not you are going
to recommend the department of public aid do'something sbout
those cases. !

With that comment, let me ask this question. Mr. Trainor testi-
fied this morning that factoring companies do not get preferential

‘treatment. Our friend, Mr. Simon, said he does not know whether

they do or not.

Let me ask you this question: Do you think that factoring com-
panies receive preferential treatment? In Mr. Goif’s testimony is the
assertion that they do and, as I recall, he said the Simon report said
so. There is a statistical difference that Goft says is very significant—
2 percentage points—and when you compare that, it i5 much higher.

‘What is your comment? Do you think that factoring companies
receive preferential treatment, or is there any other explasnation for
this apparent discrepancy in the testimony ? '

Mr. Eceraran. Let me answer it in a couple of different ways.

‘When the BGA, the Tribune and the other Chicago newspapers,
and, I think it was NBC radio and television also, jointly picked
up: on some testimony, I believe, that Dr. Hutchison offered at a
public hearing, they began to pursue and put: pressure on the de-
partment of public aid with respect to all of the charges and alle-
gations made about factoring companies. I did, in fact, look into the
specific practices of ‘the department of public aid which might have
been vulnerable to criticism, and I will just cite a couple of the
results of those inquiries. ' »

.ReADY Accrss To Payment Bureau |

There was an allegation, for example, that several representatives
of several different factoring companies have free and ready access—
and I want to repeat this; this is during my administration, not
Mr. Trainor’s—had ready access to the medical payment bureau,
medical payments section, which is located in a building separate
and apart, and 'some several blocks away from the main headquar-
ters in Springfield in the department of public aid. That they had
free access to that medical payment section and that they hand-
carried their bills on many occasions and would give those bills for
prompt processing to the people who were, you might say, at the
front end of the system—receiving the bills.

I called in the person whom I felt could answer the question,
and I was told that that was true.- ‘

We immediately issued an order.that no person had a right to
access—physical contact—with our employees for the purpose of
hand-delivered bills. : :

The second charge which .greatly alarmed me was the allega-
tion on the part of several physicians that they believed that their
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individual and customary profiles, which were supposed to be con-
fidential documents, were in fact made available to factoring com.
panies for their use and exploitation. The allegation was that t
.representative of the factoring companies—the salesmen, if fou
will—would approach the doctor in his office, and say: “Doctor,
we would like to factor your bills, we can get you faster payment
than you are getting,” and the doctor might say: “Well, I am not
interested.” Then to whet his appetite a little bit further, he might
say: “Well, you may not know this, but you are not charging
the department enough, and we think if you increased i})ur charges
you could collect more.” 'And he would say to him: “How do you
knofviv that?” And he would say: “We have access to the physicians’
rofiles.”
P Now, for those who are not familiar with the usual and custo-
mary fee—and I will do this as quickly and as simply as I can—
as I understand it, each physician bills his usual and customary
charges for the particular procedures.
. The bill goes into the department of public aid; the department
of public aid maintains basically three files: one which is the
individual physician’s billing file, his profile of billings over a
period of time; community profile, which would be the billing prac-
tices of all other physicians in his community—which usually is the
county; and then a third file, or a third reference, which would be
a statewide file on that particular procedure.

Should all physicians bill, on the average, for that particular
procedure, that would be the third one.

. The department would then pay the lesser amount of the three, so
that if by—I am sorry; they will pay at the 70 percentile of the
community rate, or the statewide rate, and pay at the lowest level
of those three profile findings.

If, for example, the 70 percentile in a given community, and for
the State for a certain procedure is $7 for an office visit, and if
Dr. X, who ha.{)‘pens to have been in practice for a long time and
has not raised his prices that fast, is still billing at $6, the depart-

ment would pay $6, rather than the 70 percentile, which would be
the seventh dollar.

Avvising Puysicians To Rarse Bruuinas

Now, if the factoring company has access to that confidential in-
formation, they could advise that physician to increase his billing
to the $7 level. Since that would still be within the 70th percentile,
he would be able to magimize his billings accordingly.

Now, it has been alleged that the salesman, in the presence of one
or two or several of these doctors that alleged this, actually picked
up his phone; appeared to call Springfield or to have a direct line
to someone in the medical payments unit—and we were never able
to substantiate that—and say: “I want Dr. X’s profile,” and he
‘would allegedly get this answer. He would turn to the doctor, and
say: “Your profile is such and such, and we can raise it for you.”

I was ‘deeply concerned about those allegations, so I called in
the same man whom I had inquired about the questicn of access,
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and I said to him: “Do we make any of those profiles in a con-
fidéntial manner?” And he said: “I am certain we do.” I said to
him: “I want to be doubly certain. Please ge and check 'visibly
yourself.” ‘ -

He came back, red in the face, and said to me: “Mr. Edelman, I
am embarrassed to say that those profiles are maintained in the
regular file cabinets, with no locks on them.” I, of course, ordered
that they be placed under lock and key.

These were events I personally experienced which began to
cause me great concern about the potential, either by inadvertence
or hy actual collusion by employees within the department, that
factors were, in fact, receiving preferential treatment.

In May 1974, after further investigation and based on an HEW
regulation, I decided to issue a new policy for the State of Illinois:
That we would no longer pay a medical services bill to anyone
other than the provider of the service; that we would no longer
issue checks to a post office box or to any third parties; and that the
burden would be on the physician to prove to us that this policy
did some harm in some way.

There was an immediate outcry from the factors. We were put
under some pressure to back off of that position. We were put
under pressure to make exceptions in some cases, but we felt that
the decision was right,.

One further event occurred which caused me some concern, and
I do not want to suggest here that anyone did this deliberately,
but I think it fits into the scenario.

Rerroactive Porroy Oprosep

When we decided to adopt this policy of not paying anyone
other than the provider of service, I was consulted by my staff
as to the effective date of that new policy. I recommended, as I
recall, that it be a date set prospectively to avoid the potential
of having litigation based on ipso facto rulemaking, and I knew
that there were bills in the system for services rendered for prior
periods of time. ,

That would be an arbitrarily cutoff time, based on a new policy
which did not exist at the time those services were rerdered, and
I thought we would be unfair to issue soms policy change +\at would
have a retroactive effect.

My staff left my office knowing that that was my opinion and
my very strong feeling. ' ~

During the time that all of this was occurring, I was having
s?iii'ne other difficulties, and I eventually decided to leave State
office.

I learned later, after I was out of State Government—and I
learned this by being served as a party in a lawsuit—that one of
the main issues of that lawsuit, which was filed by one of the
factoring companies, was that the policy had been issued on a
retroactive basis.

Somewhere between the time that I expressed these very strong
views about the importance of sending a prospective effective date,
someone decided that it should be retroactive.
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‘With respect to the report submitted by Mr. Simon—and I
have had the opportunity to read it several times since it was made
available to our legislative advisory committee in public aid—T
have several comments, and none of these are meant to criticize
Mr. Simon, but rather to question the validity of the content with
respect to the findings that were drawn regarding factoring.

Point No. 1, and I am referring now to page 16 of the John
Simon report—I am sorry, I am referring initially to page 15 of
the John Simon report—the study that the task force made of
factoring to try to determine whether there was any preferential
trf,eat:?ent or not, covered the period of February through August
of 1974. ‘

It was my opinion that this is a very poor period of time to
study this-issue. The factors were under the gun at this time; they
were under public pressure. It was in the middle of this period that
I declared my new policy not to pay them any longer.

I just do mot think it was a good sample period upon which
to base an important judgment.

Second, in that same paragraph of the Simon report, they com-
pared the date of service and the date of processing. They con-
clude that in those cases submitted by the factors, the margin of time
is actusally grezter between the date of service and the date of
processing, ‘
' ‘ Arrevers To Coxruse DepanryeNt

This does not prove anything, because many of these profiles are
held back by doctors and factors who wish to confuse the depart-
ment with respect to their patterns of care, so the date of services
does not mean anything. The important thing is the date the bill was
submitted to the department for payment. '

This was a long period of time between the date the department
received the bill and the date - it processed the payment, as be-
tween individual’s bills and those submitted by the factors.

That isthe question—not the date of service. : '

Another point made on page 16 of the report talks about per-
centage of bills rejected, saying that the bills were submitted
by factors—that actually there is a lower rate of rejection among
those bills than the ones submitted by individual providers.

I would like to point out that this is meaningless because, in
my judgment, the factors have no incentive; they have no incentive
to avoid rejection.

Since they withhold from the doctor the sums of money against
the possibility of a rejection, and if the bill is, in fact, rejected, they
repeatedly charge a fee for resubmitting that bill. So quite the
contrary, their incentive is to have a high rate of rejections.

It is the doctor’s money that they are holding on to; it is the
doctor’s money that they continue to charge interest on. They have
no incentive whatsoever to get a low rate of rejections; so I submit
to you the point about rejected bills has no merit. A

And finally, the point with respect to overrides of the computer—
this was a.very sensitive point, a very important point.

I do not have the answer to this question, but I think the question
should be raised. ‘
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There was more than one level at which the decision to override
the edits in the computer could be emphasized. One level of man-
agement within the medical payments section had a limited author-
ity for overriding the computer. The next level up had an unlimited—
or almost unlimited—authority, in certain circumstances, to over-
ride the computer. -

My only question is: What did Mr. Simon’s people study? Did
they study both levels of authority, or simply the lower level
of authority?

These are my concerns about factors. I believe it is a most
serious problem in the State of Illinois.

Coorrrarion Wit OTHER AGENCIES

I might tell the committee that our legislative advisory commit-
teo is presently cooperating with both the Attorney General and
the U.S. attorney in matters relating to the business of factoring
and we think that it deserves continued investigation.

Senator Crrues, Mr. Edelman, did the Governor, at any time,
ever direct or suggest to you that the department not cancel in-
eligibles, or do everything possible to eliminate fraud? :

Mr. Eperyan. No, sir. .

Senator Cmimes. In your experience, during the time of your
divectorship, what was the impression as to whether the Gov-
ernor was interested -in the climination of ineligibles?

Mr. Eperman, e was absolutely committed to running a good
welfare program, to my knowledge. :

Senator Cmrtes., Prior to the time of -Mr. Gofl’s testimony, did
you hear from anyone from the subcommittee to inform you of
Mr. Gofl’s charges, or ask you to comment on the charges?

Mr. Eperman. Prior to his testimony ¢

Senator Crmes. Yes, sir. ‘ :

Mr. Eperman. I actually met with some of the staff members
in September for the purpose of offering some suggestions with
respect to the nursing home industry. ;

It is possible that Mr. ‘Goff’s name came up during that period
of time, but I do mot think “specifically on his testimony; no,
sir,

Senator Cmrres. ‘At that time, did they give you any kind of
idea, or were you told, that Mr. Goff was making statements to the
effect, on direct order from you, that you had received from the
Governor that you were not to cancel some ineligibles?

Mr. Epecman. No.

Senator Crires. That is all T have. :

Mr. Havamaxparis. I know Senator Percy has some questions
for you, and if you would not mind waiting a few minutes, we
would appreciate it. : .

Senator Cmives. Then I would say that we recess until Senator
Percy comes back.

[Whereupon, the subcommittee was in short recess.]

AFTER RECESS

Senator Peroy. We will resume our hearing.
70-307—76——8
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I would like to try to clarify the nature of Mr. Goff’s job. Can
you give us an idea as to how many people worked for him#
Wasat 60¢ Was it 2009

Mr. Epeumawn. During my period of time with Mr. Goff and
with public aid, he was kind of a troubleshooter, Senator.

He was a man of many talents—creative, industrious, intelligent—
and we gave him the assignments as they came up, to carry them
out. I think at various periods of time you could easily say he
was in charge of as many as 200 people. )

He was involved in eligibility review of general assistince case-
Joads in the city of Chicago and, at that time, I am sure he had
at least 100 people working for him.

He was involved with supervisory responsibility for the cor-
rective actions program as part of the quality control program. I
think it is fair to say at various periods of time, he would have
had that type of supervisory responsibility.

Senator Prroy. And did that include, under your tenure, as
well as under Mr. Trainor’s tenure, responsibilities for auditing
and investigating ¢

Mr. Epeuman. Certainly under my tenure, and particularly to-
ward the period of ‘time that we are most concerned with—I would
sny the early part of 1974, and into May, June, and July—he
did have a sugstantial investigative responsibility.

“A Max or Maxxy Parts”

We were very concerned about the medicaid program; we had to
do a lot of shifting around with personnel and draw on whatever
talent we could find within the agency to try to get on top of the
situation, which was moving very fast at that moment. He was, in
fact, given some very important assignments, which brought him
in touch with the computer program, which put him out in the
fields with investigative staff, which put him in an auditing capac-
ity—so I would say he was really a man of many parts during
that period of time—working in those areas—on the quality control.

Senator T.'rox. Now, sometimes it is possible that a person’s actual
ll;ela;ponsibim.es vary from the official description of his responsi-
bility.

I would like to go through the job description for John Goff’s
last position with the LDPA. This is taken from the official per-
sonnel job description. Does this document, in your judgment, accu-
rately describe his responsibility$ Is it true that John Goff per-
formed a wide variety of functions, which included coordination
in the division of the department of public aid?

Mr. EpeLman. Yes.

Senator Percy. Is it also true, because of the sensitivity and con-
troversial nature of Gof’s duties, that in the performance of his
duties he was subject only to approval by top management, that is,
by the IDPA director? ,

Mr. EpeLman. I guess, but through persons with delegated au-
thority to work directly with him; Mr. Ryan and Mr. Hamburger.

Senator Percy. Is it true that John Goff had the authority to
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speak for the agency and, therefore, could commit the IDPA to
Ispecific courses of action, possibly resulting in significant effects
upon departmental policy, both within and outside the agency?

Mr. EperyaN. Senator, I would say within a predetermined set
of parameters—in other words, I think the way that reads, you
would almost think he was the director in the department. But I
would say once weo agree on a course of action, he was primarily
an, implementer, or a person who would execute our decisions. As
long as he was within that scope, he would have a great deal of
discretionary aunthority ; yes.

Senator Peroy. And would you agree, finally, that the assign-
ments given to Goff required a thorough knowledge of the opera-
tion and of the OIganimti'onul structure of your agency ?

Mr. EpELmax. Yes, sir.

Senator Perey, I have found one incrediable statement in your
testimony—that Goft refused to take direction from you, insisting
it be given by his immediate superior. I have never heard of any-
body who would assume his superior’s superior did not have the
authority to give an order.

It is like saying a major cannot give an order to a licutenant,
unless it goes through the captain, and that makes no sense at all.
I cannot understan(i; Mr. Goff having or taking that attitude. But
be that as it may, that is one part that I found somewhat incredible.
I would now like to go through some of the things that he stated,
and see what you, to tﬁe best of your ability, can recall.

Do you remember calling him from Washington, D.C., during
February or March 1974 concemin')g the termination of certain
public assistance recipients in Chicago

Mbr. Eperaax. Yes.

Senator Prroy. Did you ever, under any circumstances, personally
discuss 3,000 ineligibles detected by the income verification program
with Governor Walker?

Proarad: Discussep Wire GovErNoOR

Mr. EpeLMaN. I certainly discussed this program and the poten-
tial for removing ineligibles through it, but I don’t recall whether
we gave him the specific number or not.

Senator Peroy. Could you describe it the best you can-—the con-
versation you had ? .

Mr. EpeumanN., Well, I believe, Senator, that I would have dis-
cussed this. I did, in fact, discuss this income reporting program
with the Governor on a couple of occasions. From the point that
we first began to get some community reaction, we then found
ourselves in the courts. He had some concerns about it—he was
concerned that we were not quite on solid ground. I reported ‘o him
on & number of occasions %ww this program was operating and
attempted to reassure him that we were, in fact, on the right track
with it. So, I would say from the period November 1973 through
March or April of 1974, I was keeping him up to date on that
program, because it was new and unique. .
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Senator Prerox. Now, there could be concern about whether you
were on solid ground, whether you were doing the right thing, and
so forth, and then there could be concern, as was implied or stated
by Mr. Goff, about the political consequences.

Do you recall enough of your conversation to determine whether
or not politics ever came into it, directly or indirectly?

Mr. Eperaray. In my dealings with the Governor

Senator Peroy. Yes. '

Mr. Eperman. No, sir.

Senator Prrcy. Did you subsequently discuss your conversation
with the Governor with Mr. Goft?

Mr. Eoruman. T do not have a clear recollection of that, Sen-
ator. I am speculating. I did make some references in trying—
I am the type of person that does not like to issue orders, as such.

I like to reason with my subordinates whom I have respect for,
and I think it would have been my nature to. convince him that
we should have this program, and to convince rather than to
order. I may have alluded to political consideration, but as I stated
in my testimony, if I alluded to them, it was more of trying to
sell him as to the burdens that other people have on their shoulders.
It was not in my mind, as a real consideration for whether or not
we should cancel cases at that point, so I may have alluded to it;
but it was really insignificant at that point.

Senator Prroy. Do you recall ordering Mr. Goff to refrain from
canceling any cases until after the primary electicn in 197419

Mr. Iperman. Here, again, I may have said to him that we
should verify this program, that it would be easier, and that
we would then be able to cancel cases. Primaries would be behind
us, and we would not have all this community pressure on us.

I may have speculated, but not as a direct reflection of what
anyone else said to me. It would have been my own rumblings about
the current situation.

Senator Peroy. Did you threaten to fire Mr. Goff if he did not
follow your instructions concerning these cases?

Drsarxssar, THREATENED

Mr. EoermaN. Yes; as I testified, I had told him that I would
dismiss him if he did not carry out my orders. The issue was really
not the question of whether the cases were canceled as such, but
whether he recognized my authority to issue such an order.

Senator Prroy. While director of IDPA, were you aware of
efforts to place political appointees in positions other than those
traditionally filled by gubernatorial appointment?

Mr. Everman. I am sorry; may I ask you to repeat that question?

Scnator Percy. While you were director of IDPA, were you
aware of efforts to place appointees in positions other than those
traditionally filled by gubernatorial appointment?

- Mr. EpeErMAN. Senator, on a number of occasions, from a num-
ber of sources, both within the administration and within the
legislative branch, I was asked to give consideration to employees
for positions in the department of public aid, and I do not want
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to sound heroic about this, but I think I can honestly say I was
consistent—whether it was my boss, the Governor, or a member of
the general assemhly, or whoever—my standard positior. was, if the
person was qualified, we would give that person consideration within
the merit system and within the personnel code requirements of the
State of Jllinois.

Now, I must proceed then to say that one of the major reasons I
resigned from the administration in Augnst %974, was in regard
to the placement of initially 64 employees who were being trans-
ferred from other departmerts and other agencies of State govern-
ment to my department without, an my humble opinion, any regard
to those things. Later, that opinion was substantiated—in fact, with-
out any regard for their qualifications, experience, or their status
within the deparvtment. Most critically was when I questioned tiu:
then-Director of the Bureau of the Budgst, who first approache
me about the transfer of these employees to our payroll. I specificalty
asked him whether there would be a transfer of responsibility and
authority over those employees, and I was told: No, that they
would continue to report to the same person they were reporting
to before when they were members of another agency.

Senator Prroy. Could they possibly have been from an agency
that did not have—what proportion of your personal budget was
paid for by I'ederal funds?

Mr. Eperaaw. It varied depending upon the program. But just
on a general basis, about 50 percent.

Senator Peroy. About 50 percent?

Mr. Eoeraan. Yes.

Senator Prroy. Would it be possible that some of these 64 people
came from agencies that were not receiving 50 percent of .their
budget from Federal funds, and that this transfer could be a
means of reduxing State costs? But of these people—50 percent of
whose salaries were paid for by the Federal Government, from
public aid money—some were actually performing other dutics?
Is that what you are saying ?

Mr. Epeusan. Senator, that is an interesting question. Again, I
am expressing a personal opinion, which has been sinca substan-
tiated, and I would like to tell you—to hayve an opportunity to tell
you about the events that lead up to the time of these opinions.

No Marcmxe Funns Soudnm

The fact of the matter is that the State did not seek Federal

matching funds for these 64 persons transferred to the department
of public aid.
L believe the reason they did mnot seck Federal matching funds
18 because they feared it would put those persons under the Fedural
merit syste n requirements for personnel practices, and by attempt-
ing to keep them outside the jurisdiction of HEW and the U.S.
Civil Service Commission, they did not match those salaries against
Federal funding. So, in fact, it was a greater burden—not a greater
burden, but the same burden on the State, only transferred to the
department of public aid.
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You might say it was a greater burden, in this sense, if we had
been able to fill those positions with qualified public aid employeer
who have been eligible for Federal matching funds. To that extent,
the taxpayers of Illinois would have had a better break.

Senator Percy. Is it not possible, if they were politically active
people, that your payroll was just being loaded with political
appointees? ' \

Mr. Eperman. Senator, I had no proof of that, and I did not
attempt to prove it.

I made u request of Mr. Bishop, who is & member of the Gov-
ernor’s stafl, to provide me with the personnel files on each person
that was to be transferred. I wanted to be certain that these persons
had the qualifications, both by experience and education.

He promised me that this would be ‘done, and it was never done.

Subsequently, when I transferred my services from the State
administrative branch to the legislative advisory committee on
public aid in September of that year—1974—the chairman of that
cominittee wrote a letter to Caspar Weinberger, then Secretary of
HEW, and to the Commissioner of the U.S. Civil Service Com-
mission, asking for an investigation of this arbitrary transfer of un-
quaiified personnei.

I must say, for & months we sought to get the Federal agencies to
do a proper investigative job to determine whether any Federal
rules or Federal laws had been compromised.

As to those long 8 or 9 months, we finally did get a response
from HEW to the effect that there was no Federal matching funds
involved. They really could not take jurisdiction; however, T had
pointed out to them that there was a Federal regulation which said
that if persons are substantially engaged in the administration of
federally funded programs, regardless of whether their personal
- salaries are matched with Federal funds, that that could bring them
within the umbrella of the Federal merit employment practices and
requirements.

They then went back and repeated, or at least attempted to do
a batter job of reviewing the material. Their finding there was
one such person out of 64 who was, in fact, engaged in a program
working for the department of public aid, which was in the jurisdic-
tion of HEW-—he was an individual who was working in the medi-
check program. I understand he was very shortly thereafter trans-
ferred to another department.

Investicarions Nor Coxsiperep CoMPLETE

I do not believe that the investigations by HEW were either
thorough or complete, and we expressed that opinion to them.
We then did our own investigation, and I would like to supply the
committee with a copy of the report* of our findings.

Without doing an injustice to the individuals involved, I would
simply cite yon one .-ample of an individual with no education
whatsoever who had be:n serving, prior to State employment, as a

*Retained in subcommitice files,
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custodian in a. church at a salary of approximately $250 a moath.
He was then carrying the title in the department of public aid of
social services planner, receiving in excess of $1,000 a month.

This was a specific job description for this job and requiring
specific educational requirements. This person did not meet those
requirements, and I can cite you chapter and verse on the remain-
ing 60 or more employees, almost to the man—almost to the man or
woman.

They were not qualified for the positions they were ogcupying.

Director Trainor has testified that they served their useful func-

tion, but since they were transferred from the Governor’s Office of
Human Resources, they were in contact with the public and the
majority of their work was answering inquiries about the public
aid program.
I submit to you that you cannot have it both ways. If they were,
in fact, performing a substantial service, then why did HEW
find that they were not engaged in the management of federally
funded programs? ‘

If they were performing a substantial service to the department
of public aid, then why did we spend over $600,000 of State
money to pay their salaries?

This was a time when we were short of caseworkers, we could
not deliver service to recipients, and we had a staff of 64 people
who were unqualified, who were answering inquiries on the tele-
phone and referring most of those inquiries to our caseworkers to
handle because they did not know the answers.

This was & major reason for my resignation. I had great respect
for the general assembly in Illinois. I had beautiful working
relationships, and still do, with most members on both sides of the
aisle, and of the house and senate.

I did not want to be forced to accept these employees in a situa-
ticn where the general assembly had specifically voted not to fund
the agencies from which they were transferred.

I know it was perhaps not my decision to make, but be that as
it may, I certainly did not have to carry out a program which
I thought was a direct insult to the general assembly, and that
was one of the reasons that I resigned.

Senator Prroy. Senator Chiles, I have a few more questions,
but I would be very happy to yield to you if you want to break
in.
Senator Cuires. Go ahead. I think we have another witness.
Senator Prrcy. We have one more witness, so I will try to move
this right along.

Were you, as director, aware of efforts by the Illinois Demo-
cratic Fund to recruit civil servants to work in political activities,
as has been charged ?

Mr. Eperaan. No, sir.

CooPERATION (QQUESTIONED

Senator Prrcy. Since you have been director of the Advisory
Committee on Public Aid, has the department been cooperative
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in providing information, at your specific request, which would
help you detect and eliminate fraud and abuse in this program?

Mr. Eperman. I hope I am not too winded for that answe,
It is a very difficult question to answer.

Scnator Percy. Just say “Yes,” or “No.” :

Mr. Eperman, Well, the answer is “Yes,” but I would like to expand
on that answer.

I have respect for Director Trainor, and I submit to the com-
mittee it was very difficult for him to assume a very difficult
job. and have his predecessor looking over his shoulder over in the
general assembly. I fully acknowledge that problem, and I think
some of the difficulties in getting cooperation from public aid re-
sulted, perbaps, from a little sparring match between Trainor and
me. To the extent I might have been responsible for it, I certainly
would apologize, but I must say one of my great concerns about
the medicaid task force is that after 6 months, and perhaps $600,000
of expenditures-—while I vecognize that some money has been re-
couped as a result of their efforts—the thing that concerns me the
most is that the trained people are all gone. Mr. Simon is no
longer there; the 40 or so various law enforcement trained investi-
gators are back in their original agencies and departments, and
now we are being told that this sophisticated computer system
will spoof off those kinds of clues as to possible fraud and will
continue to generate investigations and, hopefully, prosecutions.

I submit to you, based on recent experience, I am not confident
that the department of public aic. has the technical capability to
do the investigative work of the riedicaid program that is required.

I am prepared to submit to the committee at least three—
and perhaps many more—examples of cases of a very serious
nature that we have sought a joint effort—cooperative efforts with
the department-—where they have lost the files, or at least they have
told us of their loss of files, where they have 2Vaged that they
referred the case to law enforcement, and when we checked with
law enforcement we were told that law enforcement never received
the case.

Senator Prrcy. The purpose of my question is just to see whether
or not you have been getting cooperation.

Mr. Everaawn. I am sorry. I thought you said were “not” getting.
We are not getting the kind of cooperation thut I believe we should
got.

Ssnator Prrey. Because you were dealing for a while with ability
an 1 confidence ‘

The fact is, are they cooperative? Are they helpful? Are they
working with you?

Mz, Epprman. Well, Benator, I am resnlt-oriented. The results
are not there. They are not there, either because of ineptness, or
they are not there because the effort is not being made, and I cannot
say which.

QuarTER-BirrtoNn-Dornar WasTs ALLEGED

Senator Prrcy. The statement has beeir made that IDPA. annually
wastes something on the order of a quarter of a billion dollars, that
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this waste 1s'a direct result of the injection of politics in the process
of the welfare department. '

Is that a totally false statement, a partially true statement, or
a completely true stateient? :

Mr. Everman. I think it is certainly partially true. I think it
is safe to say that based on the ineligibility and of overpayment and
rates that have been established through the Federal quality control
sampling and technique, siid when you also take into account the
department’s own findings with respect to the general assistance
roles where the ineligibility rate may be as high as 30 percent, and
when you then recogiize in the medicaid program that you ave
delivering medical services to the same ineligible persons, and
that on top of that, you have overutilization, fraud, and abuse, I
think it is perfectly safe to estimate that these losses of Federal
and State funds are in the neighborhood of $200 million.

Senator Cmices. Bub that statement, as I heard, was the direct
result of interference from the Governor’s mansion.

I note he said something abo i, “as a direct result of interference
from the Governor’s mansion.”

Mr. Eperman. Was this Mr. Goff’s testimony ?

Senator Cmites. All I heard was ‘the statement that was read
here. I do not know where it came from.

Mr. Eperaan. I would not know whether it is ineptness or
whatever. It could be from some errors, and then some errors could
be deliberate.

Senator Prrcy. You mentioned some 64 cases of people put on
the payroll without your permission, certainly without your ap-
proval. Were you thinking of other examples where politics had
been interjected in the public aid program resulting in inefficiency
and waste ? ,

Mr. Eoerman. Senator, I would not attribute it to politics as
such, but being basically a marnager, I certainly would consider,
when & department head works, as I did, directly with the Gov-
ernor, and had a very effective working relationship with the Gov-
ernor, I think for a period of time, you need perhaps, because
of the concern about welfare, t¢ consider-—what was very disrup-
tive was the intervention of aides of the Governor, who I never
agreed to work for. That is just a personal comment there, and
whether they were motivated politically or not, I cannot tell you. I
can tell you that there were many instances of intervention from
the Governor’s deputy and others in the administration to do
things which I did not think were right, necessary, or useful, and
it certainly made the managing of the department very, very
difficult. ‘

More Srovrp Be AccoMrrismep

Senator Prrcy. Do you believe that IDPA. could do more with
its available resources to-eliminate fraud and abuse?

Mr. Eperman. Very definitely, Senator. :

I do not recall the exact figure, but I think it is in the range
of 1,200 people who are designated to investigate fraud and sus-
pended fraud. ‘
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They have a special line item in their budget in excess of $2
million for use specifically in the area of law enforcement, an
I think the taxpayers are cortainly entitled to a much more cost®
effective end result than what we are getting now.

It was a time under my administration, frankly, and %ior to
the time that we effected the merger of the Cook County Depart-
ment of Public Aid into the State department of public aid—it
was at that time a separate entity, when we had something in
excess of 125 investigators in the county of Cook alone who were
referring o minimum of—I am sorry, a aximum of 20 cases a
month—20 cases to the State’s attorney per month.

Our small investigative staff of the legislative advisory com-
mittee—we have 2 full-time people, and a couple of part-time
people—were involved in 300 cases last year. ‘

I just cannot believe—and I am going on my own past experience,
I am not reflecting on the present—that that department cannot
greatly improve on investigating fraud. .

Senator Peroy, Finally, Mr. Trainor testified this morning of
improved action in the investigative system by IDPA, and in pay-
ment; of bills submitted by providers. As a former Director, would
you care to comment on whether you have seen noticeable im-
provement? Would there be hope for the future? ‘

Mr. Eperman. I know that Mr. Trainor has worked very hard
to im})rove the payment system.

I think that there is a great deal of roora for further improve-
ment, and some of the reports that I got from the professional
group, and I admit they have a vested interest, they do not recog-
nize the improvements that he claims, but I think the effort is
being made. S

In terms of investigation—again, Senator, I do not see, with the
exception of some special efforts that are being made in St. Clair
County on recipient fraud—1I do not see the special effort and the
special skills in the area of medicaid fraud, and I am very troubled
that the good efforts of the task force are lost simply beceuse that
task force has been disbursed. I do not see where this group’s
capability in the department of public aid exists.

Senator Prroy. I think this last question might be very helpful
to both Senator Chiles and myself. Having heard the testimony
today from Mr. Trainor, having looked carefully at Goff’s state-
ments, knowing what you know about this problem as a result of
being so much closer to it than we are, and now having an over-
sight vesponsibility from the legislative branch of government, do
you think that there is soundness and validity in Mr. Goff’s state-
ments? Is there e sufficient element of substance to his charges
that it warrants further looking into?

Mr. Eperaan. I cannot evaluate the validity of his charges.

FrustrATION SHARED

I think he shares some of my own personal frustration about s
system which is being ripped off, and I do mnot accept any state-
ment from anyone that there is not massive fraud in the medicaid
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system in Illinois—and probably in every other State in the
Union.

I can show you repeated examples of this. We have not been
able to get a handle on it. I have reason to believe, based on a
meeting as recently as yesterday, that some of the law enforcement
agencies—and Attorney General Scott announced this in the public
press 2 days ago—that some of the law enforcement agencles in
Illinois and at the Federal level are beginning to move in on the
problem, ‘

I think that a couple of successful prosecutions will do more
as a deterrent to straighten up the system, and I would recommend
further, based on some of the testimony issued here today, that
the additional thing that has to happen, over and above prose-
cutions and deterrents and investigations, is that the department has
to put its own house in order so that it does not just issue con-
flicting policy statements, which are then casily used as loopholes
and means for a new ripoff. The key to that, in my humble opinion,
is maintaining good relationships with the responsible segments
of the professional groups that are rendering the service.

If you terminate your dialog groups like the Illinois State Medi-
cal Society—and I admit I am partial to these things, I think
they are doing a good job—if you cut off your dealings with a
pharmaceutical association, a hospital association, and the State
medizal association, you will never know where the ripoffs are
occurring.

They can tell you about it better than anyone can, and I can
tell you that our committee has had complete cooperation from
each of these professional societies.

We have an individual in one of these associations—and I do
ne: think that I had better make it any more specific than that—

‘who has actually accompanied us on investigations on his own

time and with some personal risk, and has sat down with us
aud looked at vouchers and at records of pharmacies and doctors
and others, and has shown us where the ripoffs are, because he is
technically qualified to do it.

If the public aid does not make good use of those advisory com-
mittees and. maintains good relationships with the professional
societies, they can do all of the investigating they want, but
the bad actors are going to figure out a way to beat the system
every time.

They have got tc keep a strong relationship wit® &he good
(-élements in those professions, and there is really no otaer way to

o it. '

Senator Percy. Thank you very much, Mr. Edelman. .

Senator CHrLes. Mr. Edelman, I understand the charges made by
Mz, Goff, though many of them were in general terms. You havia
said that one charge he makes of you is false; is that right?

TesrinoNy Treryep INACOURATE

Mr. Eperaran. I said that I considered it inaccurate, incomplete
and confused. There are parts of it that have some truth to them,
but I think-——
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Senntor Cmrrus, Is there any truth to the fact that the 'Govegffor
gave, you a direct order to not take 8,000 people off thgfrolls
because the primaries were coming up?

Mr. Eprryan. No, siv. :

Senator Cmimrs. Well, that is the charge, and so is that correct
or not? ‘
© Mr. Eprrman. That is incorrect.

Senator Cmrs. 'Well, is it true or false?

Mr. Epmraan. False.

Senator Crrres. All right, sir. -

Now, do you know of any other specific charge that he made
that is true?

Mr,” Eperman. He made references to the placement of 64—if I
recall the testimony correctly—he characterized them as patronage s
employees. I would not go that far, because I don’t know if they
are patronage employees.

‘Senator Caries. So you would not go that far?

Mr. Epermaw. T would say it is basically true, but perhaps T
would disagree with the qualifier.

Senator Crmes. Well, the qualifier means a lot to the charge,
when you say- ~ ‘
" Mr. Epsmax. Noj I would substitute

Senator Cmrres. As I understand from the testimony of Mr.
Trainor, there was a fight, and the Illinois Legislature did not
fund some programs the Governor had, and the Governor trans-
ferred those people. I assume that was all pretty open and in the
press at the time it was done.

Unreropvorive Exerovers Ciovss Exira Buroux

" Mr. Epmraran. What I believe did not come out was the violations
of the personnel code in the State of Illinois, and the lack of cre-
dentails those persons had for the jobs they were to assume, the
burden it placed on the manager and the director of the depart-
ment of public aid to carry out his program—when he has 64
employees who cannot be productive, in his mind.
Senator Criugs. And you and Mr. Trainor have some different a
ways of how you would conduct the department. You conducted it
for a number of months. He is conducting it now?
Mr. Epriaan, Right. ,
Senator Cmizs, And he thought he would do it differently from *
how you would do it, and you think you would do it differently
from how he would do it.
I am concerned, becanse of what I remember from Mr. Goff’s
testimony—what he was talking about—do you see any direct fraud,
direct kind of conspiracy, direct political shenanigans? What 1
am trying to find out is, is this really a difference of how well-
meaning people would try to do something? Do you think Mr.
Trainor is trying to vip off the people of Illinois?
Mr. Eprraan. T think he is an honest man.
Senator Crmes. Do you know of anybody else that he is trying
to rip off?

P, et et L Pt
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You were in charge of his department for a number of months.
There were ripofts going on at that time, I assume. '

Mr. Eperaan, That is correct.

Senator Cmrues. You could not stop them?

Mr. Eperaan. Not all of them, no.

Senator Curmes. You did not like them, and you wished you
could stop them ?

Mr. IpErnyan. Yes.

Senator Cmirrs. And now Mr. Trainor is in there, and you
think he should stop them? : : ;

Mr. Worrman. I think he should make the best effort possible.
I do not think he can stop all of it either. - - i

Senator CmiLes. What I am concerned about is how this com-
mittee is being used. It is one thing if we are trying to find legis-
lation that may be necessary for us to pass—something dealing with
the aging—and that is what our committee is concerned with. We
are a little far afield on that. I am concerned, however, about these
charges of outright fraud and shenanigans, and I want to know
whether you can tell us if you think those are true or not.

Mr. Epermaw. I cannot speak to those specific charges as con-
tained in his testimony.

Sonator Cmruzs. But you do know the charges he made about
you are false. '

CrArGes GeNerALLY Nor Crupisre

Mr. Eperaan. Largely false, yes. . :

I cau, in response to some of the questions and based on my
experience—both as director, and now with the legislative advisory
committee—inform the committee, and if the coinmittee wishes to
pursue those matters, I would suggest they might. In May of
1974, 1 took it upon my shoulders administratively to suspend
payments to the pharmacies.’ ‘ '

Senator Cmires. Again, are you going to give me an answer that
would substantiate Mr. Goff’s charges of fraud, or are you just sug-
gesting something you would like the committee to look into?

We have one more witness we want to get to tonight.

Mr. EpvermaN. I cannot draw that conclusion. I think it is up
to the committee to draw that conclusion. I only know that I

. suspended those three pharmacies, and I left the department a

coup]cis of short months later; those pharmacies have been rein-
stated. .

I have never been able to find out what arrangements were made
with those pharmacies, why they were reinstated, and what inves-
tigations have been undertaken.

hI believe that we have had a very solid amount of data to
show.

Senator CuiLes. Are you prepared to lay that charge and sus-
pension of those pharmacies to the Governor?

Mr. Eperman. I have no idea who decided to reinstate those
pharmacies. I have no idsa what decisions were made with them. I
can only tell you in my new capacity as a staff member of the legis-
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lative committee, I was not able to find out what decisions were
made with respect to those three pharmacies.

Senator CmrLes. Thank you, very much.

I have no further questions.

Mr. Evenman. Thank you.

Senator Cmires. Our next witness is Mr. Donald Page Moore.

Mr. Moore, do you solemnly swear to tell the truth, the whole
truth, and nothing but the truth, so help you God?

Mr. Moore. I do. '

Senator Crires. Please proceed.

STATEMENT OF DONALD PAGE MOORE, LAWYER, CHICAGO, ILL.

Mr. Moore. My name is Donald Page Moore. I am a lawyer
in Chicago.

My remarks will be very, very brief. I would like to preface them,
since there has been some suggestion that Mr. Goff did not charge
me with any wrongdoing, by telling the committee about Mr. Goft’s
testimony. It was on the same afternoon when he testified that my
office was swamped with telephone calls, saying: “Have you seen
the front page of the Chicago T'ribune this afternoon?”

1 went out and got a copy of the Ohicago 1'ribume and read, on
the front page, the following paragraph:

The head of the Governor's Office of Special Investigations, Donald Page
Moore, told Governor to stop investigations of certain individuals because
they had contributed to Moore's political campaign.

That was followed by another paragraph which talked about some
threat that was supposedly made by my staff.

It had been allegedly made against some press agent or public
information officers at the department of public aid.

Now, similar stories ran on television channels and every Chicago
newspaper that day and that night; therefore, I was under the
impression, and I still am, that Mr. 'Goff’s testimony had been
interpreted by the media in Chicago as charging me with what
woulg be, if true, a very serious criminal violation.

In 19 years as an attorney for the American Civil Liberties
Union, as a special prosecutor under Attorney General Kennedy,
and Attorney General Katzenbach, as chairman of the Illinois—-

Senator Currzs. Do you have a copy of the headlines?

Mr. Moozre. I have the T'ribune.

Senator CmiLes. I would like to have that submitted for the
record, if you would. '

Mr. Mooge. Yes, sir. I will be happy to do it. I do not suppose
I have to mark this for identification.

Senator Cmires. No; they will take it. It will be made a part of
the record, without objection.

[The article follows:]

[From the Ohicago Tritune, Nov, 13, 1975)
WALKER BEHIND $250 MiriioN WELFARE WAsTE, Ex-AIpE SaAvs
(By Robert. Young)

Washington——A former official in the Illinois Department of Public Aid
[TDPA] will tell a Senate investigating subcommittee Thursday that political
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interference by Gov. Walker In welfare administration was a inajor factor in
the payment of $250 million to ineligible recipients in fiscal 1975,

John Goff, section chlief of special projects in the IDPA's quality ¢smtrol
bureau in 1978 and 1974, appears Thursday before the Long-Term Care Sub-
committes 2 the Senate Special Committee on Aging, The subcommlttee is
investigating medicire and medjcaid fraud.

In his testimony prepared for the subcor mittee, Goff will say:

—Gov. Walker i~derfered politically in IDPA operations and Goff was
ordered not to cancel payments to 3,000 Ohicago welfare reciplents “fraundu-
lently” recelving aid before the March eléction primary in 1974, Goff was
thireatened with firing if he removed the ineligible recipients from the welfare
rolls before the primary. -

—Members of the governor's office staff tried to recruit IDPA employees to
worlk in political campaigns in Ohicago in violation of the federal Hatch Act
forbidding such partisan political activities. )

—A report submitted to the Department of Health, Education, and Welfare
covering the first six months of 1974 was altered to show a smaller number of
ineligible welfare recipients than was actuaily the case,

—The head of the Governor's Office of Special Investigations, Donald Pnge
Moore, told Goff to drop investigations of certain individuals because they had
contributed to- Moore's political campaign.

-—A member of the Office of Specigl Investigations “threatened” the IDPA
public information officer, & woman, who was participating in medical fraud
investigations, The woman subsequently quit her job and left Iilinois,

—The governor’'s medical payment task force final report is “inaccurate,
btased, and totally erroneous.” Despite evidence of fraud, not one medical
vendor investigated has been referred to the Illinois attorney general for
criminal prosecution.

—Goff was instructed not to share information with federal audit teams
from HEW, the Department of Agriculture, and the General Accounting Office.
This “locked out” the federal auditors from specific data they needed fto
evaluate the IDPA'S medic¢al payment system.

In his testimony Goff will relate he first became gware of Gov. Walker's
political Interference in state welfare administration early last year, when the
gection Guff headed was ahout to proceed with removal of more than 3,000
ineligible welfare cases from the rolls, cases detected by a special project
kunown as the “income verifieation program.”

Goff, who left the IDPA to become a private consultant in the government
ingtitution Sfeld, will testify that he stopped cancellation of the ineligible
welfare cases when the IDPA director, Joel Edelman, “informed me that he
had just spoken to the governor and the governor ordered him not to cancel
those cases, most of which were on Chicago’s South Side, until the primary
election being held the next week.”

Mr. Moore. I sincerely thank the chairman, Senate Percy, and
the other members of the subcommittee for inviting me to appear
and testify under oath here today. John Goff, 8 weeks ago, a dis-
gruntled former employee of the Illinois Department of Public
Aid, appeared here to make false- charges under oath impugning
my integrity and the integrity of two outstanding members of the
staff I headed when I was director of special investigations for the
Governor of Illinois. Goff lied.

Since Goff has declined to name any names, dates, places, or
circumstances, I am reduced to guesswork as to what he is talking
about. I must therefore answer his false and scurrilous charges this
way: -

Cuarees DENIED

So far as I know, no contributor to my 1672 campaign for
State’s attorney of Cook County has ever been investigated by
John Goff, or the Illincis Department of Public Aid, or anyone
else who investigates public aid frauds.



378

I have never said to John Goff or any other person that anyone
under investigation by them was a campaign contributor of mine.

To my knowledge, no member of my staff ever interyened with
anyone, under any circumstances, in aiyway, on behalf of any
contributor to my 1972 campaign who was under . investigation
for anything. Indeed, so far as I know, nene of the 2,000 or 3,000
contributors to my 1972 campaign has been under criminal investi-
gation by anybody, for anything, in the 3 years and 9 months since
the last campaign was concluded. If one of them has been investi-
gated by somebody for something, I have yet to hear of it.

As nearly as I can determine, Mr. Goff only once informed me
about a field investigation which he and his staff were conducting.
This was on November 27, 1974, when he implied to me that a
previously discharged public aid employee might by involved in
somg kind of a dark conspiracy with a prominent Cthicago busi-
nessinan who was married to, but scparated from, a vary reputable
and famous lady. Fortunately, I made a memorandum of the gist of
that conversation on the same day it took placz——and I routinely
forwarded copies of that memo to, among others, John Simon,
specinl counsel to the department of public aid and operating
director of the investigative task force. Subsequently, I spoke to
Mz, Simon on the telephone and nsked him to follow up on Goff’s
vaguely described information. That is the last I ever heard of
the matter until Goff started lying under oath 3 weeks ago. As
the committee knows, Mr. Simon and Public Aid Director Trainor
did follow up. They turned over 'Goff’s whole investigative file to
U.S. Attorney James A. Thompson’s office. On January 27, 1975,
Jim ‘Thompson responded as follows:

‘We have reviewed thiy materinl, and have concluded that the allegations
contained therein do not warrant investigation by our office. . . .

Somae coverup ! :

Attached to this statement is a xerox copy of my memorandum
of my November 27, 1974, conversation with Goff. The committee
will note that I have effaced the names of the prominent business-
man, and the famous lady, from the copy. I certainly do not
want to expose them to Gofl’s scurrilities. _

" At the same time, however, I want the record unmistakably clear
“that T have also furnished the committee with an unexpurgated
copy of this same memorandum and an aflidavit by me which names
the names involved and furnishes additional details. I have no
objection if the committee wishes to make these documents public
right now, or at any other time.

[The document referred to above follows:]

STATE or ILLINOIS, OFFICE OF SPEOYAL INVESTIGATIONS

INVESTIGATIVE MEMORANDUM

O8I number: S82,
Date: November 27, 1974,
Subject: Unsub, doctors—public aid.
Reporting agent: Donald Page Moore.
Purpose: Information re [deleted] obtained from John Goff.

I spoke on the telephone with John Goff at 4 p.m. today. Goff told me that
Mr, [deleted] was reported to be living at the Drake Hotel in Chicago; that
it was rumored that some one was paying his bills for him; that it was
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reported that he was acting as a billing agent for a company controlled by
[deleted]. [Deleted) is a wealthy businessman identified with [deleted] and
married to [deleted]. ‘

Golf also told me that “street talk” had it that “someonc elge' paid
[deleted] legal fees. . : ‘

Gofl was reluctant to reveal his sources to me. I asked him to get further
details from his sources.

Mr. Moore. One final point about this phony charge of Mr.
Goft’s. My oflice tenaciously pursued its own inquiries concerning the
discharged public aid employee mentioned by Goff, We turned
over our entire filo on this man to the Republican State’s attorney
in Springfield on September 20, 1974. Then we continued our in-
vestigation. On March 5, 1975, we furnished additional evidence
and an exhaustive discussion of possible leads and theories of investi-
gation to both U.S. 'Attorney James R. Thompson and the State’s
attorney of Sangamon County. We did this because these prosecu-
tors could use grand jury subpenas to compel production of evidence
which was inaccessible to my office, which had no subpena power
and which, as o consequence, had reached a dead end. Item 48 of
the documents submitted to the committee by John Simon consists
of copies of the relevant documents.

I have read the foregoing statement and it is true and correct.

And if T may, Senator—at the lunch break today, I wa informed
by at least one representative of the media, a gentleman from
NBC in Chicago, that he had been told those things.

I do not know whether that came from the committee staff or
where it came from. All I know is that I filed this document yester-
day afternoon, and NBC had it at noon today, and since his name
was used a couple of times by the chairman today, I will tell who
it was—it was Mr. Kilbreath.

I have also got here an aflidavit that names the names, and
gives further details, about that ludicrous conversation with John
Goff, and if the committee wants me to read that aflidavit, I will
do it, but I am not geing to expose those people on my own motion.

Senator Crrzs. Mr. Moore, were you contacted by the subcom-
mittee prior to Mr. Goft’s tesitmony ?

Nares Nor Founp v Fur

Mr. Moore. No, sir, I was not, and the subcommittee has not
communicated to me, to this day, the names of the alleged con-
tributors on whose behalf Goff implied my subordinates intervened.
Although, when I approached Mr. Halamandaris in midafternoon,
I gave ham the names that the NBC reporter had given me, and
one of those names has been mentioned to Mr. Goldberg, counsel to
the Governor, before. He said maybe they were the names, and T
want to tell you, one of those names I had never heard of before in
my life, either in connection with an investigation or political con-
tribution. Immediately, I called Chicago; I called my finance chair-
man, who got out the alphabetical set of index cards. We went
back to the list of our contributors and they told me nobody there
with that name, or a name anywhere near like it, had ever given
money to my campaign. The same is true of the individual who

T0-307—170——7
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is the subject of Mr. Gofl’s invesiigation, which you told me about
and which was the subject of my November 27, 1974, mamorandum.

I nevei got o peniny from ary of those people.

ﬂ‘Ser;ator Cmives. Mr. Moore, are you now a candidate for public
office

Mr. Moore. Yes, sir; I am an independent, anti-machine—anti-
democratic machine—for State’s attorney in the primary election
sct for March of 1976, and I will assert that politics is rough
enough—trying to run a clean campaign is rough enough, without
getting stabbed in the brek, without notice, without specific charge,
by a man like this.

Joe McCarthy used to do business that way. I did not like it
then when I was working for the Civil Liberties Union, and I
do not like it now.

Senator Crmives. It scems to me, I wish I could quete it cor-
rectly, but Shakespeare had said something to the effect: “He who
steals from me my purse, steals that which gives him gain, bnt
he who steals from me my good rame steals that which gives him
nought, but makes me very poor indeed.”

I want to apologize to you, as a member of this subcommittee,
and to tell you that I regret very much that you did not receive
notice. I am sorry I did mot know a little bit more. I would have
tried to see that you got notice.

I do not sce any reason myself why we have to play the game
of surprise in this subcommittee if we are seeking legislative
answers. Anytime that we are going to have accusations against
the highest elected official of any sovereign State, or any other
persons of good reputation and good character, I think it would only

¢ proper to afford them the opportunity to face their acensers.
That seems to be something we will call a part of the American
system and I, as a member of the subcommittee, want to apologize.

Mr. Moore. Senator, I might say one of the big political prob-
lems I have got right now ties directly into this, because in 1972,
I jumped the party lines, to become cochairman of Democrats and
Independents for the reelection of Senator Percy, and I did it
because of whet 1 conceived to be his opinions and positions in civil
rights and civil liberties issues, as distinguished from those of his
opponent.

CrArtrroaTIoN oF Recorp SouenT

Senator Prrcy. I wonld like to simply say that I feel we have
clarified the record in this hearing today. I have discussed this
with Chairman Moss. In the questioning that I put earlier, I sought
a clarification of this record. There was not an allegation of a
direct stateinent made by you. It was made by someone else, r.llegedly
on your behalf, or on behalf of Director Trainor, but it was not
made directly by you. So at least in the ea:lier questioning we did
clarify what I thought was a seriors ambiguity.

Now, maybe we could just put a few questions to categorically
get down on the record as much as we can. Then we can go bac
over it and I will certainly join with Scnator Chiles in trying to
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do what we can, after reviewing the record, to clarify the situation
and to clear up your good name.

You were the head of the Governor’s Office of Special Investi-
gations. Were you directed in the summer or fall of 1974 to inves-
tigate charges of abuse and corruption in the Illinois medical
program? .

Mr. Moore. Yes.

Senator Prroy. Did you name John Simon to manage the ‘Gov-
ernor’s Medical Payments Task Force? .

Mr. Moore. Named Ly me after consultation with Chester Cay-
man, who was then special counsel for the Governor—and we
named him. As the then-chief of the civil division under Jim Thomp-
son, it seemed to us that nobody was going to be able to say that
drawing o man from them—the son of o distinguished antimachine
judge in Chicago—nobody was ever going to be able to say that we
pulled a punch or that we covered something up. _

That, on top of the fact that John, in his own right, is an
excellent qualified lawyer. However, I suppose there is an object
lesson here—the object lesson, maybe, that these days the charge
of coverup is going to knock you in the head, no matter what you do.

Senator Crres. Well, we Lope that is not true.

I think these days we have to be extraordina .1y careful, of course,
but I would hope we would be able to call the shots as they are.

Could you describe—have you met john Goff, and known him
personally ?

Mr. Moore. Yes; for awhile, there, he called me up, a couple
of times a week.

“Prouriar  CONVERSATIONS”

They were very peculisr conversations, because he would tell
me about his philosophy, you know, terrible things that were going
on, and then he would say to me, over and over again: “You
know Moore, you are the only great man in Illinois government,
because you are in there fighting these bad guys,” and I am stern
in my heart, he would say to me, “by the example you are setting.”

Well, even a man with a huge ego starts to get a little skeptical
about somebody when he comes back & third time in 2 weeks and
gives him that sort of thing, and I started to draw back a little
bit from Goff.

I was not quite sure of what he did. I knew it had something to
do with the computer systems and that John Simwa was always
meeting with him to get different kinds of computer printouts and
programs. Then car V this bizarre conversation on November 27,
which was about the last time we ever talked.

I shifted the memo to Simon right away, and talked to him a
pm:lpl_e o,f, weeks later, I said: “You better find out what this guy
is doing.

Jolmgsnid, “T will follow through.” That is the last I ever heard
of him that I can reeall, until the afternoon of November 13, 1975,
when the phone calls started about the 7'ribune article on the front

age. :

P Senator Prrcy. The implication that you give is that you kind of
cut off your contact with him.
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Had the contacts with you been made by him? ~

Mr. Moore. Yes; he always called me. Senator, I was so busy.

Senator Piroy. These were not contacts initiated by you?

Mr. ‘Moore. No. He would always call me. Once in a while he
even called me at home.” -

I was so busy, because I had the regular respon51b111t1es of my
own office which was, at that point, t'ﬂ’m" up 95 percent of my
time, as well as trying to keep some kind of lisison to know what
the task force was dom" You know, people call you out of the
blue and they say: ¢ There is o conspiracy ; I have got sources, and
we have hac%’ people under surveillance; it is very big.” ‘I said:
“John, what are you talking about?™ and he goes on, ‘and finally
he comes ou’ :with the name of a promment businessman—and
then he comes out and says, you know, “He is married to so and
0,” and we had a conversation. I huﬂhed ‘out loud. My second
affidavit, which has been 'named—and the actual terms of the con-
versation—will show you why I laughed, because these are famous
people. The idea is absolutely goofy, Put T said: “Great, John, great.
Get all the details; follow t;hrowrh hang in there,” and I ﬂot rid
%f him on the tclephone, and a week or so later I called up John

imon.

Senator Peroy. We will have to recess for about 5 minutes, ard
T will be right back.

[Whelcupon, the subcommittee was in short recess]

A¥TER RECESS

Senator Peroy. The hearing will be in order.

Specifically, when I quesmoned you before, you stated that what
was being 1nfeu'ed was incredible. I would like to have iuserted
at this pomt in the rccord the testimony from Mr. Goff, at the hear-
ing on November 13, 1975, veferring to Mr. Mooré, and fhen T will
go mto questioning vm on thls pomt

[[The statement Follows:]

Mr. Gorr, Simon's ussistant on the task force, Laum Staples, was a member

of the Governer's Office of Special Investigation. Immediately prior to her
“work on the task force, she was separated from the Better Government
Association for what wns described to me as “political espionage”’ She had
apparently been releasing highty confidential information to the  Governor's
office for political purposes while she was a member of the BGA.

Donald Page Moore, head of the Governor's Office of Special Investigations,
and appointed by the Governor to head the task force, admitted to me, after
I confronted hii, that certain individuals under investigation by my staff had
made contributions to his political campaign for State's attorney in Chicago.
"X told-him I intended to pursue the matter and that was the last time I
talked to him, despite the fact that we had been talking every other day for
.several months.

Shortly theteufter when I attempted to pursue the investigation of these
persons, a member of the Office of Special Investigations threatened my staff
by stating that anyone continuing to investigate these people would “go
down with the ship.”

I continuéd the investigntxon and shortly thereafter was removed from
the task force by the welfare director, James L. Trainor. I was given no
explanation other than the agency was reorganizing.

The welfare agencies public information officer, who was assisting the
quality control staff in the medical investigation, was also threatened by a
member. of the Governor's Office of Special Investigations, Richard Dunn.
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The public information officer wasg. told to “think of her family and.career”

and “to leave this medical business alone.” The threat was effective since she

resigned shorfly afterwards and left the State. ''he public information officer

who replaced her also resigned dfter a brief stay. . .
& [ ] L 3 * . * . [ ] f *

Senator Prroy. I have just a few more questions, When did Donald Page
Moore tell.you not to pursue the investigation of certain individuals?

Mr. Gorr. Donald Page Moore did not tell us directly; a member of his
stafi told us that, Senator. This wuas in late November or early December
of that year. :

Senator Peroy. Who uctually told you then? Was it on his behalf and did
they say that it was at his direction,

Mr. GorF. Laura Staples who was working for the Governor’'s Office of
Special Investigations made the threatening statement to a. member of my
staff. She said at the time that she was quoting James L. rainor, tle director
of the department.

Senator Peroy. Who were the indlviduals that you were told not to pursue?

Mr. Gorr. That's currently under investigation, Senator, if I could decline
to angwer. - .

Senator Peroy. You'd rather not comment on that? a 5o

Mr. Gorr. At thig time I would rather not.

Senator Peroy. Did you report this incident to the pro, 2r authorities
i Illinpis and, if so, what happened?

Mr. GorF. Yes, I did. The proper authority for me was through our bureai-
cratic channels. The director of the department received from me shortly
after that a 60-page report including full detail of the signed statement. I
received a confirming letter of receipt from him about 2 weeks after that and
he acknowledged that while he disagreed with the content of the facts or
statements involved that be would refer it to a proper investigatory group.
I do not know if that has been referred.

Senator Prrcy. Now, I think it might be well for the record
for you to state—do you know Laura Staples?

Mr. Moore. I sure do. She was an investigator in my office. She
told me that she never. threatened anybody.

“NOTHING TO DO "Wm‘n Axy Careeazex CoxTrBuLOR”

I believe her. Quite apart from that is a question of context of
whatever conversation it was that Goff is talking about. I will tell
you this, Senator, and this has got to be so—whatever Laura Staples
said, to whomever, whenever, 1t had absolutely nothing to do with
any campmon contributor of mine.

Senator Prroy. Then specifically, let me put this question to you.
Did you direct Laura Staples to tell Mr. Goff, or any member of his
staff, not to pursue the investigstion of these individuals who con-
tributed to- your campaign?

lMl Moorn. Absolutely not, nor d1d I ever say t‘mt to anyone
else

Senator Percy. Did you at any tunn order that the mvestlgatlon
of any individual vendor or provider be terminated?

Mr. Moore. No—categorically, Senator, no.

Senator Percy. Do you know Richard Dunn? *

M. Moore. Yes; I sure do.

Senator Prrey. Did you at any time suggest that Mr. Dunn talk
with any members of the staff involved with the medical mvestwa-
tion about the scope and nature of that investigation?

* See statement, appendix 2, item 3, p. 404,
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Mr. Moore. I am sure Dick Dunn conducted numerous interviews:
-of people within the department of public aid as to the scope and
mature of the documents that they had in the early days of the task
force on investigation—before the task force was formed.

One of our primary purposes was to find out what documents
might provide leads for the task force, or might be available, so
that no one—we did not know whether anybody in the department
of public aid was involved as to outside help, and at that point, it
was brandnew.

I said to Dick, I said to Ray Berni«?gen, who is retired from the
FBI after 27 years to join my staff, “I said: Get over to public
aid; ask people about what kind of documents and memorandums
they have, and inventory,” and so on. I have in my files now co-
lossally long records, listing this document and that entry, and this
memorandum. They go on and on and on; it is a very slow job. All
of it was immediately turned over to John Simon to facilitate the
beginning of his work. :

Senator Prroy. I would like to make a categorical statement in
conclusion. 'As I vead the newspaper report, it states that the head
of the Governor’s office of special investigations, Donald Page
Moore, told Goff to drop investigation of certain individuals be-
cause they contributed to Moore’s political campuign.

No direct evidence that we heard from any witness would support
that. Tn fact, right on the very same day the article appeared, Goft
admitted in a question I put that you did not directly do so. You
have now categorically stated that no one did so on your behalf. So
I hope the record is very clear indeed.

I would be very happy to do anything I can with any individual,
to make absolutely clear that the story, as far as I am concerned,
based on my own judgment and conclusions, is incorrect. The story,
as reported, is incorrect as to the testimony that was given, and
incorrect as to the conclusion that could be drawn from testimony
presented. We are extremely sorry.

Damace Courp BB IRREPARABLE

Now, Mr. Moore, you know this can happen. There was no in-
tention, I am sure, by anyone to do something wrong. They just
made a mistake in this case. I hope the damage 1s reparable,
although we certainly a1l know that some damage is irreparable.

When I came back from the Middie East, there were 2 few state-
ments attributed to me that reporters have admitted to me now
were inaccurate. But I can tell you, it caused me some problems.
But where we could correct it, we did. And in this case, I wili cex-
tainly make any record insert, Congressional Record insert, what-
ever might be necessary to correct what I see as an inaccuracy in
ieporhing, which is regrettable. But it is one of those things that

appens.

I have no further questions of you, and I do want to thank you
very much indeed for coming down. I think your presence here has
been essential to clear the record with respect to you yourself, and,
counsel, do you have any quesiions?
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Mr. Moore. I . ght just say one thing, Senator. I hope you will
forgive me; I 1 pe you will forgive me 1f I am insistent, but you
say there is n direct evidence on my part, and that leaves a cloud.

I think th . I am entitled in this committee, promptly and clearly,
one way or she other, to a atatement that either evidence establishes
wrongdoing on my part, or it does not, and I would like to ask you
for that statement, and for a statement that this kind of action by a
witness

Senator Prkoy. I will direct mincrity counsel to draw up a letter
for my signature. I will ask Senator Moss to join me in signing
that letter. After we have carefully reviewed what has been said
tc;dz}y, we will be able to see how strong a statement we can make
of that.

I think you have that right.

Mr. Moore. Thank you.

Senator Peroy. Thank you very much.

{ Whereupon, the hearing was adjourned at 6:10 p.m.]




APPENDIXES

Appendix 1

MATERIAL SENT TO THE U.S. DEPARTMENT OF JUSTICE
BY SENATOR FRANK E. MOSS, CHAIRMAN, SUBCOM-
MITTEE ON LONG-TERM CARE, SENATE SPECIAL
COMMITTEE ON AGING

Hon, Epwarp H, Lgvl,
US. Attorney Ceneral,
Department of Justice,
Washington, D.O.

Dear ArTorNEY GENEmAL Levi: On November 18, 1975, my Subeommittee
on Long-Term Care of the Senate Special Committee on Aging held a hearing
s pnrt of our continuing series evaluating problems in medicare and medi-
caid, One of the witnesses who appeared was Mr, John Goff, former section
chief, Quality Control Division, Illinois Department of Public Ald (IDPA). A
transcript of that hearing is enclosed. (Bxhibit 1 [see “Medicare and Medicaid
Frauds,” part 21).

I am enclosing a copy of a November 10 memorandum to me from the com-
mittee staff which quickly sets forth the nature of Mr. Goff's charges and the
corroboration the committee staff had obtnined prior to our hearing Mr. Goff,
(Bxhibit 2 [p. 388.1) As you can see, the chiarges are serious and the committee
had good reason to hear the witness. The committee insisted that Mr. Goft
testify under oath and he was happy to comply.

Our second related hearing was held on December 5. The Governor of Illinois,
the HMonorable Daniel Walker, did not appear but sent a letter denying Goff's
allegations. A copy of the Governor's December 3, 1975, letter to me ig Attached.
(Bxhibit 3 [p. 8389.]) Appearing before the committee were Mr, James Teainor,
director of IDPA, Mr. John Simon, former special counsel to IDPA, Mr. Joel
Edelman, former dlrector of IDPA, and Mr, Donald Page Moore, former c¢hief
of the office of special investigntions As the' enclosed transcript indieates (Ex-
hibit 4 [original transeript of this publication}), all of these witnesses testified
under oath creating some apparent conflicts with prior testimony.

The members of my subcommittee have agreed that this is a matter of sig-
nificant importance to be called to your attention for a determination of whether
perjury or other crimes have been committed and by whom, T understand that
the U.S. Attorney for the Southern District of Illinois, Don McKay, has been
looking into some of the issues raised by our hearings,

In an effort to present you with all the facts, the staff has prepared a de-
tailed memorandum of issues which follows along with its various attachments,
(Jaxhibit 5 [p. 3391). In addition, I enclose two letters which indieate Mr., Goff
requested and passed polygraph examinations. (Exhibit ¢ [p. 408]). The com-
mittee staff verified that the dates specified and these letters accurately reflect
the impressions of the examiners.

We are grateful for your agsistance in thigs matter.

With best wishes,

Sincerely,
FrANK . Moss, Chairman,
Subcommittce On Long-Term Qare,

{Enclogures.]
(387)
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[{BXHIBI'T 1—Original transcript ; see “Medicare and
Medicaid Frauds,” part 2, Nov, 13, 1975,

HXHIBIT 2
MEMORANDUM

¥o: Senator Moss (personal and confidential).
From: Committee staff,

Oharges—The head of the Governor's medical payment task force, who is
son of a prominent Chicago democrat, was paid over $100,000 for 12 months'
work, :

Corroboration.—The committee hag a copy of the contract in which a salary
was set at $50 per hour/40 hours a week plus $2,000 a week or $104,000 per
year. Note: Sfmon may not have worked entire year. We are cheécking vouchers
with Illinois comptroller.

Oharge—The Public Information Officer for IDPA, who was aiding in medical
fraud investigations, was told “to think of her family and career and leave
this medical business alone.’”

Qorroboration.—BEmployee admits phrase “think of your family nnd career”
was used whether or not this was a threat is open to anyone's interpretation.

Charge~—Laura Staples, a member of the Governor’s Office of Special Investi-
gations had been separated from her previous job for releasing confidentfal in-
vestigation to the Governor's Office. .

Oorroborgtion~—The commniittee has a sworn statement from Terrence Brunner,
executive director, Better Government Association.

Oharge—Donald Page Moore, head of Governors Office of Special Investiga-
tions, admitted that certain indlviduals under investigations made significant
contributions to his political campaign.

Oorroboration—Goff gave the subcoinmittee staff the names of two indi-
viduals. They were not released publicly for fear of jeopardizing a current
criminal investigation.

Oharge.—The Illinois Department of Public Aid wasted one quarter of a
billion dollars in fiscal year 1976 in payments to ineligible persons.

Corroboration.—A. projection of the ineligibility rate (publicly announced)
over a term of a full year. Relates not to vendors but to reciplents.

Oharge—Political interference by Governor Walker in welfare administra-
tion, Goff was ordered not to cancel payments to 3,000 recipients who were
fraudulently recelving aid in Chicazo before the primary solection, Goff was
threatened with being fired if he cancelled the cases before the election.

Oorroboration—Thursday, September 18 meeting with Joel Edelman, former
director, Nlinois Department of Public Ald and Val J. Halamandaris, Bill Reck-
tenwald, 8:30 a.m. Senate Cafeteria. Also former Goff coworker,

Charge.—Personnel of the Governor's office attempted to recruit staff of the
ID:?A to work in political campaigns in Chicago in violation of the Hatch
Act.

Corrodoration.—The fact that people are being carried on the public payron
in Illinois and are doing political work has been confirmed in the public press
repeatedly over the last year. Goff provided the name of the individual recruit-
ing nnd the name of the individual recruited.

Charge.—The quality control sample submitted to HEW for January--June,
1975 was altered to make the number of ineligible recipients lower.

Oorroboration—Bmily Mantz, employee HEW/SRS in Ohicago, in print,
Ohicago Tribune, Saturday, November 15 and previously to George Bliss, Trib-
une reporter,

Charge.—IDPA director, Trainor told Goff not to share informaiion with
GAO.

Corroboration.—Sworn statement of Bill Recktenwald who established exist-
ence of Goff computer runs (withheld from GAO) were supposed to be secret.
Also Mr. Storer Deputy Director told him *. . . You have spent lot of money
to fly here from Washington and you are not going to get any information from
this department; we are not going to supply you with any information of any
kind. And I would suggest that you get on an airplane and fly right back to
Washington and go through normal channels.” GAO confirms they were not
told about or given Goft computer runs.

General corroborations—On November 12, Mr. Roger Nauert, executive as-
sistant to the Illinois comptroller met with the committee staff, representatives
of the General Accounting Office and Senator Percy's staff. He indicated that
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Goff was presently in the employ of the Illinois attorney general and comp-
troller aiding with a highly secret investigation of the 1llinois Department
of Public Aid. He vouched for Mr. Goft's credibility as a witness. He asked
that the committee not delve into specifics about Goff's present activities for
fear of jeopardizing a criminal investigdation, Moreover, on November 13, prior
to the hearing, Nauert made several changes in Goff's testimony in the name
of total nccuracy, On November 19, Nauert aguain vouched for Goff's credibility.

Similarly, the first assistant attorney general of Illinois also endorsed Goll's
eredibility to Bl Recktenwald thy week of October 5.

BEXHIBIT 38

Srare or JLriNois,
Orrior or tiE GOVERNOER,
Springfield, 11, December 3, 1975.
Hon, Franx B, Moss,
Chairman, Senate Special Commitice on Adging,
Suboommittee on Long Term Qare
Washington, D.C. .

DEeAr SENATOR Mosg: I am writing in response to your letter dated Novemnber
26, 1075. I am pleased that there will be a hearing on December 5 nt which
My, @rainor and Mr. Simon will testify to set the record straight.

It is unfortunate that Mr. Gofl was allowed to testify without contacting
my office, ‘Che charges leveled by Mr, Goff received widesprend publicity, Noth-
ing we can do now will undo the damage resulting from the charges.

Mr. Prainor and Mr, 8imon will demonstrate the overall fulsity of Mr, Gofi's
testimony. Mr. Goff testified to a conversation between him and Mr. BEdelman
in which, according to Mr. Goff, Mr. Bdelman made certain statements about
a conversation with me. Mr. Goff's testimony is, of course, hearsay insofar as it
relates to me. To my knowledge, I have never met or taiked to the man, I never
even heard his naine until the day he testified before this committee. I cate-
gorically deny having any conversation with Mr, Edelman in which I gave him
any order not to cancel ineligible cases and I categorically deny ever giving
any such orders. In fact, I have devoted countless hours and have continuously
urged responsible members of my administration to take all appropriate steps

- to ellminate welfare fraud.

I have not released this letter publicly, However, if you wish, I would be
plensed to have it {ncluded in the record of the hearings on this matter.
Sincerety,
DAN WALKER.

[EXHIBIT 4.—Original transcript of this publication.]

EXHIBIT §
MeMmopaNDpUM :

Subject : Hearings—November 13, 1976 and December 5, 1975, Before the Sub-
committee on Long-Term Care. Senate Special Committee on Aging.*

Severnl major discrepancies emerged during the sworn presentations before
the Subcommittee on Long-Term Care by Mr. John W. Goff (former Section
Chief, Quality Control Division) Iilinois Department of Public Aid (IDPA) on
Novewmber 13, 1075, and by Mr. James L. Trainor (Director, IDPA), Mr, John
B. Simon (former Special Counsel to IDPA), Joei Edelman (Executive Di-
rector, Legislative Advigory Committee on Public Aid, State of Illinols and
former Director, JIDPA), and Mr. Donald Page Moore (former Chief, Office of
Special Investigations, State of Illinois) on December 5, 1975. These areas, to-
gether with relevant Subcommittee investigation, are set out below for your
information.

1. ALLEGATION

Page 88 of the transcript records Mr. Goff's sworn testimmony before the sub-
committee: “In fiscal year 1978 alone, the Department [Illinois Department of
Public Aid] wasted over one-quarter-of-a-billion dollars on grant and medical
payments to ineligible and overpaid cases.”

*pPage references 1sed {n this exhiblt refer to original transcript. See part 2, “Meivare
and Medicaid Frauds,” November 13, 1975,
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RESPONBE

Mr. Trainor tola committee staff the figure was nearer $147 million. In his
sworn testimony (December 5, 1975) he indicated the figure of waste to in-
cligible payees had been independently determined by the Department ant his
request £o be near $151 million (page 83). It is not clear at thig point if that
figure represents a total loss including medical payments and general assit-
ance waste. Mr. Bdelman told the committee staff, informally on December 5,
1975, (subsequent to Mr, Trainor's testimony at tlie hearing) that waste in the
Illinois Department of Public Aid was “massive” and that “Mr. Goff's estimate,
given all the factors, was probably as good as any.” Mr. Bdelman refused, how-
aver, to characterize this loss, indicating the canuse was multifaceted:! inefli-
clency, incompetence, burenucratic bungling, and some degree of political inter-
vention, He did add during his testimony and subsequent questioning that a
significant portion of the other sbuses—inefliciency and incompetence—was
precipitanted by the placement of unqualified people in key positions within
IDPA. (See page 191 of the tianscript.)

I, ALLEGATION

On puge 38 of the transcript Mr. Goff alleged political interference by the
Walker Administration, stating that Xdelman ordered bim mnot to cancel pay-
ments until after the primary election to 8,000 recipients fraudulently receiv-
ing public assistance in CQhicago. Mr. Goff further alleged he threatened
with dismissal if he réfused to delay the cancellation,

RESPONSE

Mr. Edelman, in hig sworn testimony Lefore the subcommittee, confirmed that
a conversation on the subject had taken place with Mr. Goft. (See page 146 of
the transcript.) His recollection and charscterization of the specifies, though,
differed from Mr, Gofi’'s. He did not reecall using the Governor's name in the
context of the order not to cancel'cases beeause of the impact on the primary
clection. HMe did recall emphasizing the importance of the matter to Goff, couch-
ing his remarks in politieal terms. e recalled expressing concern for the Goy-
ernor's position and the possible impact on the election. Moreover, in hjs testi-
mony and in hig discussions with the committee staff, Mr. Bdelman offered
examples of political intervention by the Governor or his subordinates in the
operation of IDPA. One such conversation took place in Washington, D.C, on
September 18, 1975, during a meeting with Mr. Val J, Halamandarig (associate
counsel, Senate Committee on Aging) and Bill Recktenwald (investigator, Sen-
ate Commiftee on Aging) when Mr. Bdelman provided examples of political
intervention. He was agked if he knew Mr., Goff, and responded that he did.
e futther stated that Goft is a highly credible individual,

P IIYe ALLEGATION

Mr. Goftf testified (page 39) that Mr. Edelman resigned several weeks after
the placement of some 60 patronage positions on the IDPA payroll (an action
reportedly taken against Bdelman's wishes). . '

" RESPONSE

Several witnesses, including Mr. Trainor, Mr, Simon, and Mr, Edelman, indi-
‘cated that Mr. Bdelman leff the Department several months after this incident,
instead of several wecks later. Under oath, Mr. Bdelman confirmed that the
catalytic cause of his departure was the piacement of some 60 “unqualified”
individuals on IDPA's payroll, (See page 185 and following.)

IV. ALLEGATION

Mr. Gofl alleged thaf attempts were made to recruit civil service pérsonnel
to work in political campaigng supported by the Governor (page 39).

RESPONSE

On page 28 of his sworn testimony before .the subcommittee, Mr. Trainor
responded: “I directed that Mr, Goff's supervisor explain the rules ahout po-
}iticrlll ac,l"ivity and the conscquences of breaking these rules to the employees
nvolved.
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He indicated further that the employees time sheets weve checked for the
subsequent 8 weeks, Under questioning from Senator Percy, My, Lrainor indi-
ented that no one had attempted to verify employee presence beyond that point,
It is still open to question whether the Individuals were, in fact, present and
for what period of time, The committee staff believes the matter is of conse-
quence, particularly because of subgtantintion received from Phillip Gekas,
a former member of the Medical Analysis Section of IDPA. On December 2,
1075, at 7:45 p.am, es.t, Mr. Gekas had a conversation with Mr, Willlam A.
Rectenwald of the committee staft, In this conversation, Mr. Gekas sdid that
Mike Curran—known to Mr, Gekas as an official of the Illinoigs Democratic
Fund-—-asked him (Gekas) to help with some political work for the cainpaign
of Steve Shamberg, who wasg described as the cougin ovn Mg, Jean Brkes, of the
IDPA in Chicago. Mr. Gekas indicated that he personally passed out literature
one weekend for the Shamberg campaign at the time lie was employed by the
IDPA. On the following Monday, Mr. Gekas was read a copy of the Flateh Act
by his supervisor, Jerry Slavin and warned not to continue these activities, Mr.
Gekas further stated that he did not see Mr. Curran agnin until a month or so
later, at which time he wag giill in the employ of the IDPA. Mr, Curran then
asked Mre, Gekas whether he would be interested i a job where you'll do
straight political worlk for the Guvernor and we will give you complete cover.'”
"The position was described as a “mystery” employee type. Realizing the im-
portance of these allegations, Mr., Recktenwald, asked if Mr. Gekas would re-
peat this information before another member of the committee gtaff, Mr. Doug
Balfouv, ¥Mr. Gekas did so without objection (a sworn statement to this effect
ig attached as appendix 1) *

V. ALLEGATION

Mr. Goff stated that the quality control sample submitted to HEW wag altered
or deliberately misunderstood (page 40).

RESPONSE

Mr. Trainor responding (on page 21 of the December § transeript), snid the
matter was one of interpretation, an “honest difference of opinion” hetween IDPA
and HEW officials. The difference of opinion referred to by Mr. Trainor is re-
flected in n lettor, dated August 4, 1975, from HEW te IDPA, The letter—signed
by Clyde V. Downing (Acting Regional Commigsioner)-—is attached as appendix
2%+ Mr. Downing informed YDPA that as of July 22, 1975, the State had submitted
the results of only 1,200 cases out of a sample of 1,330, He added that HOW
regulations require a minimum of 1,200 cases. But if a larger sample is taken (i.e.
1336), that figure becomes the required number. In other words, some 136 cases
were unaccounted for. Of this number, 71 cases were dropped by IDPA (meaning
that tho recipients left the State or went off the welfare roles) leaving 65 active
cases which IDPA was required to add to its sample, The relevance of this point
is clenrly spelled out by measuring the effect of Integrating the previously with-
held 65 cases from the required sampie.

According to Emily Mantz, the State Quality Control Monitor for HEW in
Illinois, the 1,200 case sample initially submitted by the State of Illinois was as
follows:

Percent
Ineligible recipients 10.8
Overpaymernts 25,2
Underpayments 4.3

With the addition of the remaining cases from the State sampie (63), the re-
sults were as follows:

Percent
Ineligible recipients. 11.4
Overpayments 27.5
Underpayments _... - 4.3

In order for the 63 cases in quesiion to have affected the general sample §0
severely they mnst have reflected an ineligibility rate 114 percénf higher than the
1,200 originally submitted and an overpayment rate 180 percent higher than the
original 1,200. That fact, the subcommittee believes, reflects a serious area for
continued investigation. It should be noted at this point that HEW’s quality con-

*See p. 390,
**See p 396.
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trol snmple procedure hag been in effect since 1073, Ench State, including Illinois,
has pagsed through at least four reporting periods, Ms, Mantz indicated thig was
the tirgt such misunderstanding ghe could recall, certainly the first such misunder-
standing in IUinois, Ms. Mantz hag been with the State W Quality Control
group for § years, (A copy of int¢-view memorandum with Ms, Mantz is attached
a8 appendix 3).«

VI, ALLEGATION

Mr, Goff testified seven thmes in his gworn statement (at pages 41, and 47, three
times ench, and once on page 48) and under questioning 8 timeg additionally (at
pages 47, 48; and 49) that he was ordered not to share information with the U.8.
General Accounting Office (GAQ), the Department of Agriculturn and HIBW,

RESPONSH

Mr, Lreainor, snid (page 17, the December § transcript) that John Simon had
26 contnets with GAO in 21 days and that he pers~sally (rainor) met for-
mally with GAO on geveral occagions, He snid several times thal nothing wag
withheld from Federal agencies, John Simon, for hig part, testified under onth
that he gave the GAO access to all of the collected information of the medienl
payment task force. ¥e indicnted he met with GAO representatives fregquently
and covered the material in such depth that there wns no need to send formally
the documents, It is still not clear to the gubcommittee if Mr, Goft wasg gpe-
cifienlly oxdered not to shave information with any or all of the organizations
cited and if so, by whom. Concelvably, Mr. Goft's expertise in the specinlized
field of computerization would have enabled him to be of significant aggistance
to Iederal investigators, On December 8, 1975, GAO commented that its in-
vestignbtoxs were informed of the existence of specific computer rung by IDPA.
(Letter to Senator Charles Percy from Blmer Staats, Comptroller General of
the United States is attached as appendix 4),**

The HBW references relate to the quality control sample diseussed above,

With respect to the study by the Department of Agriculture, tue subcom-
mittee hag a confidentinl source who stated that Mr. Trainor was present in o
meeting with IDPA attorney David Rakoyv. IDPA employees were told then
not to share information with the Department of Agriculture because TDPA
allegedly intended to sue the Department of Agriculture and the information
may compromise that suit. Lrainor denies being pregent nt any such meeting.

Mr, Lrainor and Mr. Goft both agree the Department of Agriculture pro-
ceeded with the investigation, In tliis context, Mr. Goft had charged that the
Ilinois Food Stamyp ineligibility error rate is 5L percent, the “highest in the
country.” This hag been verified by Ms. Dolly Bradford of the Midwest Regional
Tood Stamp Quality Control, she informed committee staff that Illinols had an
ineligibility rate of 515 percent during the test period Tuly-December 1974
and that rate wasg, indeed, the highest in the country.

Finally, the willingnesg of IDPA and Mr. lrainor to share information must
he questioned because of information the subcommittee received from the INi-
nois State Medieal Society. estifying before the Illinois Legislative Advisory

fommittee on Public Ald, Dr, George Mitchell told about the formation of 25
tenmg of physicians to evaluate the quality of medical services by the top 50
physiciang in the State of Illinois (in terms of medicaid reimbursement). The
physicinnsg under review all reported an income exceeding $100,600 from the
medienid program during the calendar year 19738, From this review, Dr, Mitchell
reports Lis committee wished to present 35 cases to the Illinoig Department
of Public Aid with & recommendation for further investigation and possibie
action. Mr, Trainor's response, as reported by Dr. Mitchell, was to dismiss the
information and to dissolve the Medicay Advisory Committee. Some time there-
after & new advisory committee was formed with a different membership. (See
page 43 of the December 6 transeript.)

Mr, Simon indicates that he personally reviewed each of the 35 caseg but
no action wasg taken. In all other respetts, he corroborates the testimony of
Mr. Trainor. However, the events reported by Dr. Mitchell are confirmed by
Dr, Fred Tworger, chairman of the Medical Advisory Committee and Roger
White, executive director of the Xllinois Medical Soclety.

*See 1. 308,
**See p. 300,
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VII. ALLEGATION

In his sworn statement Mr., Goff states that Donald Page Moore told him
that two Iindividuals under investigation by authorities had contributed to his
(Moore's) 1972 campaign, Goft adds: ‘Shortly thereafter a member of the
Oftice of Special Investigations threatened my staff that anyone continuing
to Investigate these people would go down with the ship.! (Page 43 of the
transeript.)

REBPONSBE

Mr, Trainor, on page 28 of the December § transcript, terms this allegation
as one of the most viclous falgsehoods in Goff's testimony. Mr. ‘Lrainor denies
participation in an attempt to block any investigation. Donald Page Moore also
denies that he has talen part in blocking any investigation, As Senator Percy
notes on page 120 of the transcript, Goft did not state that he bad been intimi-
dated by Donald Page Moore personally. Nor did Goft charge Moore with cov-
ering up any investigation, ¥e did state that Moore told him that two of
Moore's contributors were under investigatlon Simon acknowledges this on
page 91 of the transcript “. . . page 7 of item 5, appendix A, containg Goft's
admission that Donald Page Moore voluntarily told Goft that he had received
a campaign contribution from an individual identified by Goir.”

Concerning the statements by Laura Staples (of the Office of Special In-
vestigations) who allegedly told Goft's employees they would “go down with
the ghip"” the subcommittee has a document (dated January 6, 1975) and signed
by Mr. Martin Mindell {a Goft subordinate), which reads in part: “She (Ms.
Laurg Staples, an nide to Donald Page Moore) stated that if I am involved og
knew anyone who was involved In such an investigation that it should cease,
since the Director of Public Aid had ordered said investigation halted. She
further stated that any persons involved with such an investigation would all
‘go down with the ship’. Shortly thereafter, Mr. Goff was removed from the
task force. (A copy of the Mindell statement is included in appendix 5.)*

VIII, ALLEQATION

Mr. Goff alleges on page 44 of his tes*imony that the former Public Infor-
mation Officer (Mrs. Wright) for IDP4. was told during o medical fraud in-
vestigation to “think of her family and career and leave this medical busi-
ness dlone.”

RESPONSE

Mr. Drainor, in his testimony at page 27 states that he has no direct knowl-
edge of any such event. e maintaing that Mrs, Wright resigned for reasons
unconnected with the conversation. Mrs, Wright verified the conversation for
members of the committee staff, saying that “think of your family and career”
was repeated three times, Whether this was intended as a threst is open to
interpretation. She would not characterize this language as such. However, a
Jannary 9, 1975 memo from Goft to Lrainor indicates thiy information was; In
fact, given to Trainor at that time.

IX. ALLECGATION

Mr. Goff alleges (on page 44) that the Medical Payment Taslk Force final
report is inaccurate, biased and purposely erroncous,

RESPONSE

Mr, Simon In response (page 98) replies, *No explanation is given in Goft's
statement concerning what in the report fits in these categories, other than
his assertion that the Quality Control staff shows special treatment to factoring
companies. This is totally false.”

The figures of factor preference are confusing. Mr. T'rainor reports in his
sworn statement at page 34 that “While factoring companies received a slightly
higher percentage of payment in relation to the amount billed the individual
providers (3 percent higher or 74 cents on the dollar rececived by factoring
companies as compiured to 71 cents received by individual providers), factoring
compnanies experienced 20 percent more rejections than did individual providers.

*See p. 401
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Finally only 2 percent more of the bills submitted by factoring companies were
puid through the use of override codes than ithose submitted by individual
providevs.” N

Goft claims this difference is statistically significant, particulaxly ~hen cou-
pled with the asdvantage factoring companies enjoy with respeet to willy that
bypuss the computer. Six percent of the bills presented by fuctors bypuss the
computer while only 4 percent of the bills presented by providersy benefit from
the computer override. Using 4 percent as a base, foctors enjoy a 50 percent
pndvantage in this aren, Mo complicate matters further, it ig not c¢lear whether
the original computations of 4 and 6 percent were derived by IDPA by using
general or specific overrides, Further investigntion into this mgtter hag been
requested by the subcommittee. GAO will attempt to focus on the dollar
amounts and propovtionnte dollar amounts of bills passed through an over-
ride and & determination of processing interval based not on the time of orig-
ination, but on the period between presentment and payment. (See page 168.)

X, ALLEGATION

Mr, Golt, under questioning from Senator Mosg, stated (at page 61 of his
sworn testimony), “I'o my knowledge, no case was referred for prosecution to

the Attorney General”
RESPONSE

Mr. §bnon answered (page §9): “I have referred a number of cases to xhe
United States Attorney for investigation involving companies and providers
of serviced.” In response to a written request from Senator Moss to the Gover-
nor of the State of Illinols, the subecommittee recelved . reply as follows: *No
medical vendor hag been referred to the Illinois Attorney General for criminal
prosecution ay a result of the efforts of the Governor's dMedical Payment Lask
Force, Referrals of medical violators have been made instend to the United
States Attorney for the northern disiriet of Iliinois and to the Sitate's At-
torney of Cook County.”

XI, ALLEGATION

Mr. Goil 3aid (page 42 of his sworn statement) that John Simon received
retmbursement for personal service amounting to $100,000. Under questioning
from Senator Percy (pnge 73) Mr. Goff stated that the period of time involved
was 10 or 11 months,

RESPONSH

Mr, Simon and Trainor both indicated that the reimbursement rate estab-
lished was $50 per hour which would yield $2,000 a week or $104,000 a year.
But, in fact, Simon only worked for ¢ months, Documents in the subcom-
mittee's possession reveal the fotal amount to »e $52,720, including travel. (A
copy 6. “he contract is included in appendix 6.3 * Qther members of the Medical
Paymen, Lask Force received an additional $413,478 in salaries, Phe subcom-
mittee Js unable to determine what portion of the salavies of 28 other indi-
viduals assigned periodically to the task force could or should be attributed as
a task foree expense. )

XIL ALLEGATION

Mr. Trainor (page 12 of his sworn statement) identifies Mr. Goff ag irra-
tional and (on page 24) indicates: “It is essentinl, I belleve, for the committee
to understand with whbat kind of individual we ave dealing . . . (S)ince his
testimony on November 21, 1975 we {(iscovered that Mr, Goff was suborning
employees of the Department of Public Ald. He was seeking highly confidential
computer rung, analysis, and reports on medical vendors whieh are under ex-
amination by the Department.” In other places he refers to Goff as brilliant
but confused, misguided, and overzealous. Mr. BEdelmnn charancterized him as
Lrilliant and creative, the kind of individual you would ask to develop n pro-
gram. He wag said to be dedicated but a bit singleminded.

RESPUNBE

In a perjod of 4 years with IDPA, Me. Goff received four promotions, in-
cluding an increase in salary from approximately $12,000 to well over $20,000.

*Sce p. 402,
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Among the responsibilities listed in lhis job description are: Coordinating and
assisting the direction, of several programs and/or divisions of the agency . . .
subject only to management approval from the director, assisting in the con-
ceptunlization, development and implementation of agency policles or programs,
reviewing and recommending to the director the feaslbility and implications
of proposed policies and proredures, directing studies to evaluate the efticiency
of existing policies bvnd procedures and making recommendations to the
dircetor regirding thelr e ntinuation or revision, Lhe job description continues:
“Because the incumbent £ the class is delegated the nuthority to speak for
tho divector, decisions wmrnde by the incumbent commit ggency programs to
specifle courses of action which may have a significant effect upon departmental
policy within and outside the agency.” During his employment, Goffl received
oxcellent efticiency ratings, It iy our understanding he iz now under contract
to the Filinoiy attorney general and comptroller, State of Illinois.

As noted elsewhere, on November 12, 1075, Mr. Roger Nauert, executive
agsistant to the Illinois comptiroller met with the committee staft; representa-
tives of the General Accounting Office and Senator Perey's staft, Mr, Nouuert
indicated that Mr. Goff was indeed employed by both offices. He gaid Mr, Goff
was aiding in what was termed a “highly secret” invostigation of medicaid
_sraud in Illinois. e vouched for Mr, Goll's credibility as o witness and re-
quested that the subcommittee nct delve into the specifics of Mr, Gofl's
pregent activities for fear of Jeopardizing ongoing criminal inveutigntions, On
November 13, prior to the hearving, My, NMauert reviewed Gofl’s testimony. A
number of deletions were made at Nauveet’'s suggestion to ingure accuracy.
On November 19, 1075, following the heirings, Mr. Nouert again vouched for
Mr, Goff’s credibility, Whe firgt assistant attorney general of Iilinoiy mage a
similar endorsement of Goff in carly October when these allegations first came
to the committee’s attention, and prior to the staff’s interviewing of Gofr.

COn November 21 and 22, 1970, on his own volition, Mr. Goff took and
passed lie detector tests, confirming key areas of testimony.. Copies presented

to the committee are attached.
[Attnchmenty,]

[Appendix 1)
STATEMENT

On December 2, 1975, at approximately 7:45 pam, c.st, I had a telephone
conversation with one Phil Gekas (217) 522-2050, a former wmember of the
Medical Analysis Section of the IDPA. He told mie that he was aequainted
with cne Mike Curran who he knew to be an officinl of the Illinois Democratic
Yund. Gekas said that Curran had asked him to help with some political
work for the campaign of Steve Bhamberg who he described as the cousin
of Mg, Jean Erkes, of the IDPA in Chicago and that he worked one woeekend
passing out literature for the Shamberg campaign. The Monday following the
weekend, Gekas wns read a copy of the Hatch Act by his supervisor, Jerry
Slavin and warned not to continue these activities, Gekas says that he did
not see Curran again until about a month later when he met Curran kear the
chamber of the legislature, At that time Curran asked Gekag if he would be
interested “in a job where you'll do straight political work for the Governor
and we'll give you a complete cover.,” Gekas went on te deseribe the job as
“a mystery employee type of job,” which he declined.

During this conversation Doug Balfour, a member of the staff of the Com-
mittee on Aging, with the consent of Mr, Gekas; listened on the extention
telephone.

WILLIAM A, RECKTENWALD,
Investigator, U.8. Senate, Special Committee on Aging.

Signed and sworn before me on this 4th day of December; 1975,

PETER L. FHUBER,
Notary Public, District of Columbdia.

My Commission Expires May 14, 1978.

70-307—70-——8




396

[Appendix 2]

DePARTMENT OF HEALTH, EDUOCATION, AND WELFARE,
Ohicago, I, November £}, 1975,
Mr. VAL HALAMANDARIS,
Special Oommittee on Aging,
Dirksen Senute Building
Washington, D.O.

DrAR Mr HavramanNparis: This letter responds to your November 24, 1975
telephone request made to our staff member, Miss Emily Mantz.

Enclosed is a copy of the August 4, 1970 letter sent to Mr. James Trainor,
Director of the Illinois Department of Public Aid, concerning ¥ederzl require-
ments for the AFDC quality control sample.

Sincerely, ‘
CrLypE V. DowNINg,
Acting Regional Commissioner.

[Enclosure,]
Avcust 4, 1975,
Mr. Jinmes TRAINOR,
Acting Director, Illinois Department of Public Aid,
316 South 2ud Strect
Springficld, Ill. 62706

DeAr Br, TraiNor: Thig letter is a follow-up to your July 22, 1975 meeting
with Mr., Fred Schnutzman, Washington, and members of the SPS Regional
Office staff in connection with the Illinois AFDC-Quality Control program.

In accordance with your request, we are herewith providing the Federal
definition of a completed case review and the definition of the Federal required
sample size. ‘

A completed case review is one in which a definitive conclusion is reached
by the Quality Control reviewers with respect to the e¢ligibility and amount of
payment as of the review date (see Section 3600 of the QC manual). This
includes any cases coded I in item Q of the Quality Control Review Schuuule
(Form SHS-0QC-341). Quality Control Instructions to States for preparing
the monthly status report (SBES-0QC-1) also make reference to completed
case reviews asg reported in item B of the form, read:

“pmstimated sample gize to be completed for entire 6-month period—Enter
the estimated total number of case reviews to be completed during the G-month
period. This number should be equal to or greater than the minimum required
sample size. Include in this estimate only those cases which will be reviewed
and for which a decision on eligibility and payment will be made. The entry
wili be the estimate of the count of cases for which code 1 will be checked
in item Q on Form SHS-0QC-341 (Rev. 1/74).” .

The crucial point here is while the State determines the number of over-
sampled cases it will select in order to arrive at the end of the review period
with the required minimum of 1200 completed case reviews—every case once
selected (in accordance with the approved State sampling plan) as part of the
total sample for the review yeriod is reguired by SES to be properly accounted
for by way of a final State disposition, The Quality Control manual (section
3600, item Q on page 46) clearly sets forth a definition of disposition of case
review.” One group of canses are those for which the review was completed
(a definitive conclusion reached). A second group of cases are those (although
properly selected in the sample) for which a review was not completed due
to the client (1) having moved out of state (2) being unwilling to give
information and (8) being unable to located, or for other specified reasons
not mentioned above. The third and final group of cases are those (improperly
selected in the sample) which arée not reviewed beenuse they are listed in
error. These include presumptive eligibitty cases, AYDQC foster care cases, ete.

It is both timely and appropriate at this juncture to comment further on
the sample selection process. Section 2200 of the Quality Control manual states:

“If a State elects to increase on a State wide basis the required Federat
samp%e ”size for a reporting period, the larger sample becomes the required
sample,

This refers to the statement made earlier relative to a State accounting
for every case selected in the total sample for the review period,

The next sentence in the Section 2200 citation goes on to say:




(RSP S NP —

397

“The State may, however, selectively augment its sample with additional
cages without increasing the required Federal sample size if such augmentation
was for the purpose of increasing the data base for a particular geographic
area or case characteristic.”

The intent of this provision is to provide States with a capability during
any review period of obtaining data viz-a-viz the Quality Control system in
any area of interest to the State agency, where either data is lacking or is
of such quantity that the desired level of reliability is not achieved.

The remaining sentences in Section 2210 go on to provide two examples,
one for each of the citations stated above. They read as follows:

“For example, if a State elects to double its required minimum sample size
in order to increase the reliability of the Statewide sample results, the in-
creased sample size becomes the required sample size for Federal reporting
of frequencies and error rates. On othe other hand, if a State elects to increase
its sample size for one or more sinaller counties or for approved applications
for its own analytical or other use, the additional cases are not to be included
for Federal reporting.” '

An important guide in determining whether increased sampling by a State
will result in the required sample size also being shifted in the same proportion
is provided in the word “statewide.’” In other words, where additional cases
are obtained in the process of selecting the statewide Quality Control sample,
using the approved State sampling procedures, then those cases are part of
the Federal required sample.

All of the above that address the question of sample size converge to a
common and the most critical point which singularly determines the Federal
required sample for any State the approved sampling plan and the manner
in which it is implemented. The latter is set forth in very exact terms in
Section 12138 of the Quality Control manual which staten:

" The following guides will be used in preparation of the QC plan provisions:

A. Sampling Plan—Describe the procedure that will be used to select QC
samples. It is essential ot the accomplishment of. QQ objectives that the
planning, selection, and control of case samples provide a reliable bagis for
the measurement of caseload validity. he component elements of sound sample
selection and control are: (1) sample sizes that yield the requisite degree of
reliability of conclusions about the total caseload (e.g., use of the proper
estimating procedures for determining the average AFDQ caseload); (2)
sample selections techniques. that will ensure representative samples on a
timely basis (e.g., ensuring the completeness of monthly sample frames
through inclusion of supplemental payrolls, oversampling to cover the expected
number of cases that will be dropped from the sample) ; and (3) protection
against bias in the handling of sample cases after selection (e.g., maintenance
of necessary records on population size, controls to account for every sample
case, and protection against preknoiviedge by the local worker that a particular
sample ciise has been selected).

A State's sampling procedures and control of the sample cascs selected are
inseparable issues, one affects the other and vice versa. Therefore, the propriety
of each miust be assured. Section 2200 of the Quality Control manual provides:

“The advice and approval of the SES Regional Office should be caught prior
to adoption of any change in sample design, frame or procedure.”

Section 2200 also provides:

“The State agency must be able to demonstrate the integrity of its sampling
procedures. All sampling procedures followed by the State agency must, there-
fore, be fully documented and available for review by the SRS Regional Office.”

We hope the above satisfactorily meets your request for information con-
cerning Federal requirements for the AFDC-QO program. We always welcome
the opportunity to assist a State agency head to increase his awareness and
understanding of this Federal program, recognizing that his support and com-
mitment are essential to the success of his Quality Control program.

As of the July 22 meeting, Illinois had disposed of 1200 cases, 1153 com-
pleted and 47 not reviewed (dropped). You may also recall Mr. Schutzman
stressing the importance of Illinois disposing of and accounting for its total
sample selected (1336 cases) for the January-June 1975 period.

On July 31, 1975, the final date for State review activity, the Regional Office
received by mail from Illinois a listing of 47 additional completed cases, raising
the total disposed of to 1247, with 89 still to be accounted for.
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It ‘s imperative that the remaining cases be made available to the Regional

_ Ofiice in ordér that the ¥ederal re-review, which has already been substantially

delayed, can proceed without further delay. You and I, both, can appreciate

the seriousness of this problem, particularly with respect to the resolution o

all potential difference cases by State and Federal staff prior to September T,

1975, the due date for the State's Table 1 (SRS-0QC-341.1) report as required
by 45 CFR 2205.40(b) (3). ‘

Your letter dated Oc¢tober 24, 1974 and my letter dated November 22, 1974
(copies of both attached) clearly set forth many of the difficulties that result
when the State and Federal review actlvitles are not completed on a timely
hasis.

Miss Emily Mantz, Federal monitor, will be in Springfield, Tuesday, August
5, 1075, Flease advise her at that time what date the data for the remaining
89 cases will be made available.

Your cooperation and support in this matter are appreciated.

Sircerely,
Crypr V. Downing,
Acting Regional Commissioner.

[Appendix 3]

Norgs or TurepHONE CONVERSATION BrETwEEN VAL J. HALAMANDARIS
WirLiaM RECKTENWALD AND Iaary Manrz or HEW

MONDAY, NOVEMBER 24TH 1075 AT 12145 P, M, UNTIL 2 {10 P.M. EST

Marntz is the State Quality Control Monitor for HEW in Illincis. She has
been with HIBW 5 years this month. In May 1973 HEW started having States
pull a gualiby control sample, there have been at least four periods in which
this has been done, one (at least) in 1973, January-June of 1974 and July-
December of 1974 and January-June of 1975.

Illinois selects a sample of cases, in the January-June 1975 it was 1336 cases,
the minimum cases it can have is 1,200 to report on, the extra cases are in the
event some of the sample are no longer on public aid. According to Federal rules,
the results must be submitted to the region HEW office by the States NLT 30
days after the end of the test period. (July 30, 1975, for the period Goff is talking
about). As of July 22, 1975, the State had submitted the results of only 1,200
cases, but according to the regs, they must account for all 1,336 cases, in other
words, the larger number (over 1,200) now becomes the required number. On
August 4, 1975 (after the deadline), the FIEW informed the State that they have
not furnished all of the information required by federal regs and that they must
do so. They have at this time furnished all of the required information,

According to Mantz the results of the quality control sample submitted by the
State of Illineis using only 1,200 cascs was as follows:

Percent
Ineligible oo o e s
Qverpayments. -
Underpayment. e

Sixty-five cases were submitted in bulk immediately after a July 22, 1975,
meeting between State officials and IIEW. After these 65 cases were added the
results of the quality control sample was as follows: :

Percent
Tneligible v oo e o e e
Overpayments .- oo cucnn : :
Underpayments

Mantz states that in previous sample pericds the State had no problems in sub-
mitting the number of cases required for thi: sample, this is the first reporting
period in which these problems have occurred,

_CONOLUBY NS

If State could have stayed with the 1,200 cases: Ineligibility, 10.75 percent
or 129 cases; overpayment, 25,2 percent or 302 cases; underpayment, 4.3 percent
or {1 cases.

After additional 65: Ineligibility, 11.4 percent or 144 cases; overpayment 27.5
percent or 348 cases; underpayment, 4.8 percent or 54 cases.
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In order for the totals to be raised in this amount we must examine the 65
cased, were they just normal, random cases or were they special?

The additional 65 cases:

Ineligibility, 15 cases . 23. 07
Overpayment, 46 cases : : 70.75
Underpayment, 3 cases . 4.6

The G5 cases submitted late just happened to be: 114 percent higher in ineligi-
bility than the 1,200 originally submitted; 180 percent higher in overpayments
than the 1,200 origxnally submitted ; 6 percent higher in underpayments than the
1,200 originally submitted.

Which brings us to*Yhe question—was the sample tampered with as testifled
to by John Goff under oath or was his testimony false?

[Appendix 4]

COMPTROLLER GENERAL OF THE UNITED STATES;
Washington, D.C., December 8, 1975.
Hon. CuArLes H. PEROY,
U.8. Senate,

DEAR SENATOR PERCY: This is in response to your joint letter with Senator
Stevenson dated November 12, 1975, regarding allegations of efforts by State
officials to withhold information and generally impede our review of the
Illinois medicaid program. This review culminated in a report to the chairman,
Subcommittee on Health, Senate Committee on Finance, entitled: “Improve-
ments Needed in Medicaid Program Management Including Investlgations of
Suspected Fraud and Abuse,” dated April 14, 1975.

On November 13, 1975, in hearmgs before the Subcommittee on Long-Term
Care of the Senate Special Committee on Aging, a former section chief,
Quality Control Division of the Illinois Department of Public Aid (the Depart;—
ment) - stated that on the orders of the director of the Department no-specific
or technical knowledge concerning who the Department was auditing was to
be given to us. He stated that thus our report reflects what we were allowed
to see—not what was there. He testified that the director winted no names of
particular vendors iinder investigation or under -aundit to be given to any
Federal aundit group. He discusséd seven computer runs’ or print-outs which
he alleged we were denied access and expressed the belief that access to these
runs ‘would have changed the results of our review and related report.-

In responding to these allegations, we believe that it is unportunt to. describe
the scope und purpose .of "our ‘previous review. . S

BAOKGROUND ON PREVIOUS REVIEW

By letter dated August 6, 1974, the chairman, Siubcommittee on Health,
Senate Committee on Finance; requested that we’ assist the subéommittee in
its investigation of the Illinois medicaid program by gathering inforinafion on
the investigations Jbeing c¢onducted by various Federal, Stite, and “private
organizations. The August 6, 1974, 'request also stated that the subcommitfee
would look into ' Illinois’ admimstmtion of inedicaid in_ terms of evaluating
its ability to safeguard against fraud and abuse and ‘to make timely ‘and
proper payments to hospitals, doctors, and other suppliers of” services. This
request did not contemplate any particular reporting’ requirements '

‘We held discussions with and reviewed the documentation guﬂlered by seven
State agencies (Illinois Departmient of Public Aid, Governor's Office of Special
Investigations, Illinois. Burean of Investigations, Department of Revenue,
Department of Registration and Bducation, Special Investigative ‘Committee on
Medicaid and the Legislative Advisory Committee) and four private organiza-
tions (Illinois Assdciation of Clinical Laboratories, Chicago Tribune, Illinois
Medical Society and the Better Government Association),

Our review of the documentation indicated that the State and private agen-
cies had directed their investigations toward individual allegations rather than
toward patterns of abuse or possible fraud by medicaid providers. Our discus-
sions with officials of the Department of Health, Education, and Welfare also
indicated that they were conducting limited routine audits and reviews of the
Illinois medicaid program but they were not investigating patterns of abuse
or possible fraud by medicaid providers in Illinois.
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In September 1974, a Medicaid Task Force was established with personnel
from the Illinois Bureau of Investigation, State Police, Department of
Revenue, Department of Finance and the Illinois Department of Public Aid.
This task force was under the daily operational control of.a special counsel
to the director of the Department. The purpose of the task force was to estub-
1ish a unit to perform ongoing surveillance of medicaid providers and to refer
cases of suspected fraud to the U.S. attorney.

We discussed the results of our review of the other Federal, State, and
private investigations with the Subcommittee on Health staff on October 2,

1974, At that time, we agreed tc concentrate our efforts on examining into '

and reporting on the administration of the program, focusing on the causes
of the problems in the Illinois medicaid program rather than on potential
cases ¢f fraud. We also agreed to periodically meet with the special counsel
of the Medicaid Task Force to discuss and obtain information on the activities
and findings of the task force.

In summary, our efforts were initially directed, through September 1944,
toward accumulating information compiled by other Federal, State, and pri-
vate investigatory groups. Then, commencing in October 1974, with the con-
currence of the requesting authority, we concentrated our efforts on the
administration of the Illinois medicaid program and agreed to monitor the
progress being made by the task force in investigating and referring for
prosecution alleged- cases of fraud,

The thrust of the former section chief's allegations concerns the withholding
of various computer analyses prepared for the task force to detect patterng
which would provide a basis for more detailed investigations of specitic vendors
and the so-called “factors.”

MONITORING OF TASK FORCE ACTiVITIES

‘We met with the special counsel on nine occasions in Chicago, 111, between
September 9, 1074, and January 17, 1975, at which times he briefed us and/or
provided us with data showing the status of computer programs and runs
which had been, or were being, developed by the task force. In addition, we
obtained names of certain providers being investigated including summary
data obtained through the task force’s analyses of computer runs.

During our review, officlals showed us certain computer runs or printouts
being developed by the task force. However, we did not take custody nor did
we analyze the data contained in these runs because it was not the purpose
of our review to independently investigate specific cases of alleged fraud. It
was our view that taking custody of these computer runs and analyzing them
would serve no useful purpose at that time because it would essentiglly dupli-
cate what the task force was doing. .

Our April 14, 1975, report clearly showed our knowledge of computer pro-
grams and related data being developed by the task force. The report states
on page 8 as follows:

“Under the direction of the director of [the Department], the special counsel
and (the Department] staff developed computer programs to produce recipient
and provider profiles 80 that utilization data from [the Department] payment
records could be used to:

—investigate alleged fraud and abuse regarding the operations off factors
(billing companies that buy providers' claims at a discount and then attempt
to collect the full amount of the claims from the State medicaid agency) ;

—detect unusual patterns of medical services provided to recipients by
physicians, dentists, optometrists, and pharmacies; and

—detect instances In which providers submitted multiple billings for services
which were performed once or which were never performed.

-“Through the use of information extracted from provider and recipjent
profiles, the gpecial counsel referred the following three cases to the U.S.
attorney for prosecution.”

CURRENT FOLLOWUP ON ALLEGATIONS

On November 12, 1975, the former section chief provided us with the
following information on seven computer runs to which he believed we were
denied access

—Duplicates list” which was designed, among other things, to identify
vendors submitting more than one bill for the same services provided to the
same patient on the same day.
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—"Multiple billing run” which was designed to identify more than one
vendor which provided services to the same patient on the same day.

—“Cluster analyses” which was designed to identify all factors by address
and those factors sharing the same address.

—“The 500 series” which is a series of four runs that identify, among other
things, vendors who bill more than once for items such as surgical operations
that can occur only once,

‘We have examined the 53 bundles of working papers prepared in connection
with our previous review and found that on December 27, 1974, the special
counsel provided us with a memorandum entitled “Status Reports of Computer
Runs as of November 22, 1974, This memorandum and attachments containesi
information on the status of 22 Medicaid Task Force computer rung which
were requested, completed, cancelled, or in progress as of November 22, 1974,
and included the following: date the run was requested; date the run was *
received ; purpose; and findings.

Our comparison of this data with the information provided by the former
section chief showed that the Department had advised us of three of the
computer runs to which the former sectica chief believed we were denied
access (Duplicates List, Multiple Billing Run, and Cluster Analyses). How-
ever, for the reasons previously discussed, we did not request custody of nor
analyze these runs. Our comparison showed also that four of the seven
computer runs which the former section chief believes were withheld were
not shown on this listing as completed.

Department officials provided us with data which showed that the 500
series of runs were not completed until April 1975 which was at least 3
months after we completed our fleldwork on this assignment. We presented
this information to the former section chief on December 1, 1975, and he
agreed that these computer runs were not completed until 1975, He informed
us, however, that certain important Information on selected computer runs
was not properly utilized by the task force.

We are currently reviewing one of these computer runs or printouts (the
Cluster Analyses) which consists of about 1,600 pages te determine what use
was made by the task force of the information contained in this run.

In conclusion, although we cannot comment on what transpired between
the former section chief and the director, it is apparent that Department
officials had advised us of the nature and purpose of at least three of the
seven specific computer runs which were allegedly withheld from us and the
remaining four were apparently not completed until months after we had
completed our fieldwork in Illinois. )

We will report to you at a later date on the results of our review and
evaluation of the use made by the task force of the related computer runs
as .-well as other actions taken by the Illinois Department of Public Aid in
response to our Aprfl 14, 1975, report.

We have sent a similar letter to Senator Stevenson.

Sincerely yours,
ELMER B. STAATS,
Comptroller General of the United States.

[Appendix, 5]

IrLIiNois DEPARTMENT OF PuBric Alp,
INTER-OFFICE MEMORANDUM,
January 6, 1975.
To: Mr. John W. Goff, section chief, General Assistance and Special Projects.
From: Martin Mindell, Public Aid Representative Ill.
Re: Conversation with Laura Staples on December 27, 1974.

Friday morning on December 27, 1974, I had occasion to discuss the follow-
ing information put forth by Laura Staples, document editor of the Medical
Task Force, in her 14tk floor office in 624 South Michigan Avenue.

She asked if I had any knowledge or were personally involved in an
investigation of Mr. Jules Lederer. I stated that I did not know about a
Lederer . investigation and stated that I was not personally involved. I re-
minded Ms. Staples that I was assigned to the Public Aid Medical Task Force
and had been averaging over nine hours a working day since assigned in
October 1974.
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She then, and I herein paraphrase her remarks, stated that if I am in-
volved or knew anyone who was involved in guch an investigation, that it
should cease, since the Director of Public Aid had ordered said investigation
of Mr. Lederer halted approximately four weeks previouy to Ms, Staples’
remarks. She further stated that any persons involved with such an investiga-
tion would all “go down with the ship.”

I hereby aflirm that the above statements are substantially true to the best
of my recollections and will so swear under oath.

. MArTIN A. MINDELL,

January 6, 1975,

JANUARY 6, 1975.
To: Mr, James I, Trainor, director, Department of Public Aid,
From: John W. Goff, section chief, General Assistance and Special Projects.
Re: Attached correspondence.

Per my conversation with you today: I received on this date, from one of
my staff members, the attached memorandum. I have no reason to believe that
anything in the memorandum is other than true. I see no reason why section
gtaff should be threatened by “going down with the ship.” I am forwarding
this memorandum to you for your perusal.

[Appendix 6]

STATE OF JLLINOIS, DEPARTMENT OF PUBLIC AID

AGREEMENT ¥FOR PROFESSIONAL BERVICE

The State of Illinois, acting by and through the Department of Public Aid,
hereinafter referred to as the “State,”” and John B. Simon, hereinafter re-
ferred to ag the “Contractor” hereby enter into the following agreeément:

The Contractor agrees to conduct investigations and furnish professional
services as Specinl Counsel to the Director. The Contractor’'s services shall be
performed under the following terms and conditions:

A. Services shall be pérformed in the period beginning September 9, 1974,
and ending not later than March 7, 1975.

B. Services shall be performed at the direction of the Director of the De-
partment of Public Aid or his designee.

C. For the period September 9, 1974 through December 6, 1974, Contractor
shall work full time for the State consisting of 40 hours/week at a rate of
$56.00/hour.

D, Tor the period December 9, 1974 through March 7, 1975, Contractor
sslmltl worls such time as is mutually agreed betwecn the Contmctor and the

tate.

T. The work product, including but not limited to reports, records, drawings
and memorandn, developed in connection with this ngreement by: the Con-
tractor, shall become the exclusive property of the State. -

The State agrees as a consideration herein to: ‘

A. For the period September 9, 1974 through December 6, ]944 pay the
Contractor on a contractual bnsis a total not to exceed $26, 000 at the rate
set forth in “C” above.

B. For the period December 9, 1974 through March 7, 1975, pay the Con-
tractor on a contractual basis at a rate of $50.00 per hour, for a total not
to exceed $26,000. .

Q. Reimburse Contractor for travel expenses pursuant to, and in accordance
with, the State of Illinois Department of Finance travel regulations.

D. Provide secretarial and clerical services, office space, furniture, equip-
ment and supplies essential to the performance of said services.

Requests for payment of services and travel expenses shall be invoiced on
State of Illinois Invoice Voucher Form C-13 showing the number of days, the
rate, and total charges; with travel expenses supported by State of Illinois
Form C-10 travel voucher attached. The C-13 must be signed in the space
provided under “Seller’s Certification.”

The Contractor agrees to be in compliance with Titie I of the Civil Rights
Act of 1954 and the Illinois Fair BEmployment Practices Act, as amended
—_———— 46, 651 et seq.).

This agreement, which is effective upon its execution, may be terminated
by either party hereto at any time after December 6, 1974, after 20 days

<
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written notice but it may not be terminated by the State except for good cause.
Executed this 4th day of September, 1974
The State of Illinois Department of Public Aid,

By JAMES L. TRAINOR,
) Director.
By JorN B. SiMmoN,
Contraotor.

BEXHIBIT 8

KeENNETH JOHNSON & ASSOCIATES,
. Kajsas City, Mo., November 22, 1975,
Mr. Joun Gorr,
Bowx 55, Athens, Il

Deir Sik: At your request, an appointment was made for a polygraph
exanmination in connection with matters under investigation.

At 1:00 p.m. November 22, 1975, John W. Goff voluntarily submitted to said
examination.,

‘Lhere were no emotional disturbances indicative of deception i{n this subject’s
polygraph records on the following questions.

1. Did Edelman inform you that after he talked to the Governor that he
was not going to cancel the cases?

Answered—JYes.

2. Wasg it your impression from conversation with Hdelman that yon were
not to cancel those cases until after the primary election?

Answered—Yes.

3. Did Trainor order you to give all pertinent information to the Federal
Auditors?

Answered—No. ’

4, Did Wayne Hamburger alter the quality control sample on his own
authority ?

Answered—No.

It is the opinion of the examiner based on the polygraph records of this
subject that he is telling the truth on the above questions when he answered
as indicated.

KENNETH JOHNSON.

SOIENTIFIO INVESTIGATIONS, L1D.,
CERTIFIED POLYGRAPHISTS,

Bridgeton, Ao., November 21, 1975.
Mr, JoHN GOFF,

Box 55, Athens, Il

DeAr Mg, Gorr: On this day you cvame to this suite for a polygmph exami-
nation. The main issue under consideration was whether you were telling the
truth to the following questions:

1. In 1974, were you ordered by Director Idelmhn not to cancel several
thousand cases until after primary elections?

2. Did Bdélman tell you that he received orders from the governor not to
cancel these cases?

3. Did Mike Curran tell you that he was recruiting a member of your
management analysis team to work in the Chicago primary election?

4. Did Wayne Hamburger alter the quality control sample on his own
ubout IDPA with Federal auditors?

5. Did Donald Moore tell you that two people under investigation by your
section were contributors to his prior political campaign.

To each of the above questions, Mr. Goff answered “Yes".

It is the opinion of the polygraphist, based upon the polygraph recordings,
that Mr. Goff was telling the truth to questions No. 3, No. 4, and No. §. There
were significant emotional responses when he zmswered “Yes” to questions
No. 1 and No. 2. These responses could either indicate deception or extreme
nervousness toward the questions.

Sincerely,
’ Wicrtiaym B, CArroLrL,
Certified Polygraphist.




Appendix 2

TELEGRAMS AND STATEMENTS FROM INDIVIDUALS

ITEM 1, TELEGRAM FROM JAMES L. TRAINOR,* DIRECTOR, ILLINOIS
DEPARTMENT OF PUBLIC AID, SPRINGFIELD, ILL.; TO SENATOR
FRANK BE. MOS8, DATED NOVEMBER 14, 19756

Dear SeNATorR Moss: Yesterday John Goff gave false testimony before your
subcommittee. I request that I be given the immediate opportunity to appear
publicly next week before your subcommittee and if necessary to bring others
with me to set the record straight. I await your immediate response.

JamEs L. 'pAIyOR,
Director, Illinots Department of Pudblic Aid.

ITEM 2. TELEGRAM FROM JOHN B. SIMON,** OHICAGO, ILL.; TO
SENATOR FRANK H. MOSS, DATED NOVEMBER 14, 1970

DeAr SgNAToR Woss:! I have been informed of remarks made before your
subcommittee by Mr. John Goff. Many of the statements made by him I know
to be untruie. I will prepare a written response to thege misstatements and
will be availgile, if the subcommittee allows, to personally provide any other
information necegsary to establish the falsity of Mr. Goff’s testimony., 1 can
be contacted ant 208 S[outh LaSalle Street, room 1130, Chicago, Il., 60604,
telephone (312) 346-8500,

Very truly yours;
JooN B. Simon.

ITEM 3. STATEMENT OF RICHARD EDWARD DUNN, INVESTIGATOR,
ILDLINOIS DEPARTMENT OF LAW ENFORCEMENT

I am an investigator for the Office of Special Investigations (O.8.1.) in the
Illinois Department of Law BEnforcement. I am 34 ycars old and hold a
Ph. D. in politicrl science from the University of Illinois, where I was a
Ford Foundation Fellow. I am a graduate of the Special Agent National Train-
ing Center of the Intelligence Division of the Internal Revenue Service.
Prior to joining O.8.I. in Awngust 1974, I served as liaison to police agencies
for the Illinois Law BEnforcement Commission. I formerly served as a research
ngsistant to the Illinois Board of Higher Bducation and am the author of a
number of articles dealing with State government. I was head of the senate
stef® of former President Pro Tempore W. Russell Arrington (R.-Evanston),
and performed all staff work for the Illinois Legislative Ethics Committee
from 1970 through 1972

My father is a promlnent lawyer in downstate Illinofs, was the com-
manding general of the Illinols National Guard from March 1, 1968, to
July 3, 1970, and was the first chsirman of the Iliinois Judlcial Inquiry
Board, a body responsible for investigating or originating complaints, and
prosecuting cases against Illinols judges charged with misconduct,

I bave read the statement that John Goff gave orally before the Senate
Subcommittee on Long-Term Care on November 13, 1975, including that part
of the statement that dealt with me and an alleged thrent to Barbara Wright,
n former Public Information Officer for the Illinois Department of Public
Aid (IDPA). ,

I categorically deny these nlizzations and any inference which might be
drawn from them, The facty are ihese.

*Sce statement, p. 291,
**See stntemem, p 324,
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I was originally involved as a llaison between the OSI and the IDPA to
monitor that department's investigation of welfare-related scandals, but as
the scope of the state’s inquiry expanded, I became responsible for investigat-
ing alleged improper conduct by State employees. Other than on one occasion
when I picked up documents from John Goff, snd two occasions when he
attended meetings where Civil Service Gommission proceedings against a dis-
charged IDPA employee were discussed; I had no.conversations with him and
he was not present during any interviews I had with employees of the IDPA.

Barbara Wright is a personal friend of mine and my wife's. I met Barbara
shortly after she hired my wife on April 16, 1974, to work in the public infor-
mution office of the IDPA. I've seen Barbara socially on a number of occasions,
both at her home and mine.

I talked to Barbara seyeral times about the Medical Payment Task Force
inyestigation, She was of great assistance to me, and helped me understand
hiow the allegations I was dealing with had developed.

I'he allegation that I threatened Barbara is totally false. I never did.

The allegation that I acted in a way which precipitated Barbara's resigna-
tlon as an IDPA employee is totally false. I did not.

I do not recall any conversation which might even be construed as a
threat by me to Barbara.

It is possible, although I do not remember, that I talked to Barbara about
the Medical Payment Task Force intensification of the investigation, after
Director Trainor took over as head of the department, Barbara was upset
because under former IDPA Director Joel BDdelman she had been kept in-
formed of departmental investigative activity, However, Director Trainor
chose to refer welfare-related investigations to police officers and other trained
investigators and not to brief his public information officer about theg:
matters. Barbara felt she did not know as much about her department's
operation as she once had known. If I talked to Barbara about her concern,
I might have advised her, as a friend, to leave police work to the police.

I certainly never told her to “think of her family and her career” and to
“leave this medicnl business alone.” The statement by John Goff is absolutely
false.

Barbara Wright submitted an official letter of resignation to Director
Trainor on September 18, 1974, On November 20, 1974, Barbara submitted
a followup memorandum to Director Trainor to let him know that she wished
to extend her planned resignation date, because of necessary adjustments to
her moving schedule. Barbara resigned on January 10, 1975,

I believe I know why Barbara resigned. She accepted a position as the
public information ofticer for the American Public Welfare Association in
Washington, D.C. That association’s executive director is d Weaver, a former
director of the Illinols Department of Public Aid. Barbara likes Ed Weaver,
and he gave her an opportunity to improve her career in Washington, D.C.
I helieve Barbara's reason for leaving the IDPA is just this simple,

I also deny the implication from Mr. Goff's statement that Barbara Wright's
successor, Lynn Pierce, resigned because of the Medical Payment Task Force
investigation, or because of any conversation I had with her. I only knew
Lynn Pierce slightly and in a social way because my wife was worki=3 in
the IDPA. Any conversation with Lynn Plerce was personal, and not reiated
1o the Medical Payment Task Force investigation.

ITEM 4. STATEMENT OF FATHER GEORGE H. CLEMENTS, PASTOR,
HOLY ANGELS CHURCH, CHICAGO, ILL,

My name is Father George H. Olements and I am pastor of Holy Angels
Church located at 607 Bast Onkwood on Ohicago's south side, and have been
for the last 6 years. There are approximately 4,500 parishioners {n my parish
and many of these, I believe about 60 percent, (ire public aid recipients. Most
of them receive ADC and live in public housing.

In late 1973, I was concerned that many weifare recipients, who often
cash their checks at currency exchanges, have the checks or the proceeds of
them stolen. Because of this and other problems, I discussed with Squire
Lance, then an assistant to the Governor, and a friend of mine, whether the
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department’ of public ald could mail ghecks to banks which would deposit the
checks to a recipient's account. , :

At approximately the same time and into early 1974, I received complaints
from my parishioners about a new income reporting form that was mailed to
public aid recipients by the department of public ald. Some recipients told me
that they were afraid that their checks would be stopped becnuse of the
information they were furnishing on these forms, Lhey said that they thought
inzome reporting wns a device to cut off their welfare checks.

I explained the forms to many people and lielped them complete the forms.
Some welfare reciplents still refused to complete them because of their fear
that they would be cut off; others said that their forms were stolen and
still others could not read and didn’t know what the form meant. Many wel-
fare recipients nlsa complained that when they had called the welfare office
for an explanation 0f the form they got nothing but bugy signals,

I called Squire Lance and explained these concerns to him, ¥e called back
to say that he had arranged n meeting between Governor Walker, Joel Iidel-
man, then the director of public aid, and myself.

We met at the Governor's office in Chicago sometime in late February 1974,
I don’t remember the exact date.

T told the Governor and Mr. BDdelman that my primary concern was the
inability of welfare recipients to communicate with the welfare office about
the new income reporting form and other matters because of busy telephone
lines, T told them that there is & real need to eduente ghetto people about
income reporting because they had a basic misconception about the purpose
of the form, that they thought it would be used to cut off thelr checks., The
Governor sald to me at one point, “Surely you're not suggesting that we release
all the checks,” referring to checks which were heing held by the department:
until recipients had completed the income reporting form, I said, “Of course
not—all T'm saying is clarification is necded about the intent of the form
and that this clarification ghould be communicated to welfare reciplents.” I
nlso said that this is impossible because of the tremendous number of calls
coming into welfare offices and the apparently insuflicient number of telephone
lines to handle the calls.

At about that time, Bdelman sald that this communication problem might
he handled by setting up a temporary, emergency “hotline” system and nlso
that steps would be taken to make new telephone lines avajlable so that welfare
reciplents could get through. I said that this would be fine or something to
that effect.

T also told the Governor and Mr, Edelman that caseworkers should be as
diligent ag possible in explaining to aid recipients, particularly illiterate ones,
what the purpose of the income reporting form really was, Edelman sald that
enseworkers had n very heavy caseload but that even so top priority would
be given to trying to lacate illiterate recipients so that help could be given them
in completing the income reporting form. *

At some point in the discussion, either the Governor or Bdelman sald that
the State would take n cross-section of those récipients who had not responded
to thie income reporting form to see why they had not and whether the ¢on-
cerns T had expressed were valid, I told them that I thought that was an
excellent iden.

Finally, we agreed that all posgsible means of publicity should be used to
make ghetto residents aware of the income reporting form and its putnose, We
talked espectally about using the black medin to get the story across, and
agreed to do so. .

Approximately the next day, I reviewed the press release and approved of it.

I helleve about 2 or 3 weeks later, T met again with the Governor and
Director Bdelman, Public Aid Deputy Director Josee Harrlg was nlso nrosent,
This was a brief meeting, which did not take longer than § minutes, and again
took nince in the Governor's Chicngo office.

Edelman said that the survey of nonreporting reeipients, swhich we had dis-
enssed ot the first meeting, showed that there weve very few persons whose
cheeks were heing held who were entitled to payment. ¥Te said that the mafority
of those not responding were not doing so hecanse thev were ineligible he-
cange of income limitations, T told him thaf T couldn't voice an opinion ahout
the people I talked to and the fear about completing the forms which I had

»
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discussed with him and the Governor earlier really existed. Xt was apparent
to ma that we had o cordial difference of opinion,

I recall the Governor saying that in the event I ¢ame across any public aid
case where the person was legitimately entitied to a swelfare check but was
not receiving it becanse of that person’s confusion about the income reporting
form and were suffering hardship on acceunt of it, thiat case should be taken
directly to Mr, Ddelman and he would take care of it, This Is all I can recail
having taken place at the second meeting with the Governor.

Shortly after this meeting in March 1974, I met with Jesse Harris and per-
haps another person at my office in the rectory of Foly Angels Church. We
digengsed other issues concerning public aid matters, particuldrly the question
which had involved me with public aid originally, the “rip off” of checks or
proceeds at currency exchanges, police availability, ete. I don’t recsil whether
income reporting came up at all with Mr. Harris.

I agver had any subsequent meetings with the Governor or Director Idel-
man abouf this subject.

@)
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