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The Washington State Medicaid Fraud Control Unit
(WAMFCU) is a law enforcement section within
the Attorney General’s Office (AGO). The Unit is
responsible for the criminal and civil investigation and
prosecution of healthcare provider fraud committed
against the state’s Medicaid program. In addition, the
Unit investigates and prosecutes abuse and neglect
involving residents of Medicaid-funded residential
facilities with local law enforcement authorities
through a statewide network.
The Unit is staffed by attorneys, investigators, analysts,
auditors, and administrative support personnel who
work full-time and statewide on Medicaid fraud cases.
The Unit works with local law enforcement, county
prosecutors, the Federal Bureau of Investigation,
the Office of Inspector General (OIG) for the Federal
Department of Health and Human Services (HHS), and
the U.S. Attorneys’ Offices (in Washington State and
nationally). Although Washington State has codified
specific statutory schemes to address Medicaid fraud
(RCW 74.09 and RCW 74.66) the Unit regularly uses
a full component of Washington State and federal
criminal and civil statutes to address fraud.
The Unit maintains a diverse caseload from
investigations and prosecutions of home health care
providers to medical professionals and prescription
drug manufacturers. Funding for the Unit is pursuant
to an annual federal grant (75 percent) matched by
state funding (25 percent).
THE UNIT ADDRESS IS:
Office of Attorney General		
Medicaid Fraud Control Unit		
2425 Bristol Court SW			
P.O. Box 40114
Olympia, Washington 98502-0114

Ph. No: (360) 586-8888
FAX No: (360) 586-8877
email: elizah@atg.wa.gov
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WASHINGTON STATE MEDICAID FRAUD CONTROL UNIT

I. OVERVIEW – WASHINGTON STATE MEDICAID PROGRAM
The Single State Agency for Medicaid in the State of Washington is the
Health Care Authority (HCA). HCA and the Department of Social and
Health Services (DSHS) jointly administer Medicaid funded programs.
DSHS has sole responsibility for administering the nursing home
program. HCA uses two methods to purchase health care services for
its clients.

More than 85 percent of the Washington State’s 1.3 million Medicaid
clients are enrolled in Medicaid managed care called Apple Health and
Primary Care Case Management (PCCM). This accounts for 68 percent
of the Medicaid budget. Apple Health and PCCM providers are health
maintenance organizations (HMOs) contracted to provide Medicaid
covered services. The managed care plans are paid a capitated monthly
premium for Medicaid enrollees.
The remaining Medicaid clients are seen by providers across the state
on a fee-for-service basis. There are approximately 103,000 actively
participating Medicaid providers. This number is growing with the
implementation of the Affordable Care Act.

The Washington State Medicaid Fraud Control Unit (WAMFCU) is
responsible for policing both Medicaid providers and Medicaid program
expenditures. The numbers of Medicaid eligible recipients and total
Medicaid expenditures have increased dramatically the past few years.
The state biennial budget (State Fiscal Years 2011 – 2013) for the
Medicaid program is $10.1 billion per the HCA. The Medicaid program
continues to be the largest single identifiable sector of the Washington’s
total costs of operating state government.
The WAMFCU has entered into a Memorandum of Understanding
(MOU) with the Single State Agency (HCA) pursuant to 42 CFR
1007.9(d) to detect and prosecute fraud in the state Medicaid program.
The current MOU was renegotiated and signed on February 16, 2012.

Under the MOU, the prevention and detection of all fraud, abuse
and improper practices in the Medicaid program is the primary
responsibility of the Single State Agency (HCA). The HCA, Office of
Program Integrity (OPI) is tasked with the Surveillance Utilization
Review Subsystem (SURS) function required under 42 CFR 456.1 (iii).
OPI is responsible for analyzing and monitoring program operations,
managing fiscal aspects of the program, developing, setting and
evaluating reimbursement rates, validating and disseminating program
data and conducting audits and medical reviews.
2013 ANNUAL REPORT
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II. UNIT HISTORY
The WAMFCU was established in August 1978 as a part of DSHS’s Office of Special Investigation (OSI). The
WAMFCU continued as a sub-unit of OSI with OSI investigators assigned full time to Medicaid investigations.
The “Special Prosecutors” were provided through a contract to the Unit. Unit administration and direction was
provided through OSI. Attorney General involvement resulted from OIG certification findings in the early 1980s.
In October 1982, the WAMFCU was reorganized through an interagency agreement between DSHS and the AGO
agreeing to transfer the entire WAMFCU staff to the AGO in April 1988.

During the 2012 legislative session, the Washington Legislature significantly broadened the MFCU’s mission by
enacting the Medicaid Fraud False Claims Act. This Act expands on the WAMFCU’s criminal authority by granting
the Unit the ability to prosecute fraud using the civil justice system. The Act authorizes the Attorney General to
(1) bring a civil fraud action seeking damages for Medicaid fraud or (2) intervene in an action (known as a qui
tam action) brought by an individual in the name of the State against a person or entity who has caused false or
fraudulent claims to be presented to Medicaid. Laws of 2012, ch. 241 (codified at chapter 74.66 RCW).

III. UNIT ORGANIZATION & OPERATION

The WAMFCU is located organizationally in the AGO Corrections Division of the Office of Attorney General,
with offices in Olympia and Spokane. The Director of the Unit reports to the Division Chiefs of the Corrections
Division and the Spokane Division. The entire Unit, including the Spokane WAMFCU employees, is managed
by the Director in conjunction with the Deputy Director, the Civil Section Chief, the Chief Investigator and the
Administrative Lead. All Unit personnel report to the Director through their respective supervisors, with the
exception of the half-time secretary, who reports for administrative purposes to the Spokane Administrative
Lead, but reports for all WAMFCU-related issues to the WAMFCU Administrative Lead, and the 33 percent
receptionist, who reports to the Corrections Division Administrative Lead.

The Chief Investigator evaluates all fraud referrals that are not qui tam lawsuits. Under the direction of the
Deputy Director, a Paralegal 2 reviews all vulnerable adult abuse referrals to determine jurisdictional issues and
investigative merit.
Upon the receipt of an allegation of Medicaid provider fraud or vulnerable adult abuse, an investigative and/or
legal review is conducted of the allegation received. In all cases where the WAMFCU has jurisdiction and a
decision is made to open a matter for investigation, a Criminal Matter Opening Form is completed. A case file
is prepared, a case number assigned, and the information is entered into the WAMFCU case database. All other
referrals are recorded and the reason the referral was screened from jurisdiction is maintained.

All open investigations are worked by a team consisting of an attorney and at least one investigator, with access
to the unit auditor, analysts, and other staff. The team discusses ongoing investigations at least monthly and
intermittent case reviews occur on an as needed basis with the assigned team members and their supervisors.
All prosecutions are reviewed
monthly. The Director, Deputy
Director, Civil Section Chief
and Chief Investigator meet
regularly to review criminal
and civil cases.
The Chief Investigator closes
criminal investigations by the
completion of a Final Report
and Case Closure Form. The
Chief Investigator also sends
notification of criminal case
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closures to various divisions within DSHS for initiation of provider
termination or civil recovery actions. The Director and Civil Section Chief
are responsible for approving the declination or closure of civil matters.
The Unit attorneys prosecute, or refer for prosecution, all appropriate
criminal and civil cases resulting from Unit investigations. The attorneys
handle all stages of the criminal or civil prosecution to include case
filing, arraignment, bail hearings, discovery, motions, trials, pleas or
settlements, sentencing and appeals. The Director and the Civil Section
staff also work on National Association of Medicaid Fraud Control Units
(NAMFCU) global cases involving large corporations and other civil/
qui tam cases where Washington State is not a party to the case, but a
connection to Washington otherwise exists.

MEDICAID FRAUD CONTROL UNIT PERSONNEL ROSTER
February 1, 2014
NAME
Walsh, Douglas
Pellicciotti, Mike
Bashaw, Carrie
Vacant
Dietrich, Steve
James, Paul
Raap, Marty
Teed, Michelle
Vacant
La Monica, Richard
Carlier, Larry
Hartley, Jeffrey
Lambert, Michael
Odiorne, Sally
Scott, Tim
Winkelman, Sonja
Vacant
*New Position
Brott, Craig
Fenn, David
Franklin, Jacqueline
Harkcom, Ken
Vacant
Lewin, Nancy
McDonald, David
Purdy, Cynthia K.
Vacant
*New Position
Hoffman, Kathy
Lamb, Lori
Robinson, Susan (Temp.)
Hemminger, Sandra L.
Heatwole, Eliza R.
Sutter, Karen
McMullen, Darcie
Sobol, Kimberly
*New Position
Gilletti, Elizabeth
Loree, Margo
Vacant (Temp)
Hoyt, Trina

TOTAL:

POSITION
NUMBER

POSITION

FTE

0284
0852
2065
2067
2085
2066
1294
2071
0454
1346
1903
0665
1463
0673
1930
2068
0664
New
0663
0667
2080
2089
1902
0672
2070
0669
0665
New
2069
0668
2069
1344
0461
1646
0833
2076
2104
0674
1940
Underfill
1807

AAG, Director
AAG, Deputy Director
AAG, Civil Section Chief
AAG
AAG
AAG
AAG
AAG
AAG
Chief Investigator
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Sr./Supervisor Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Investigator Analyst
Paralegal 2
Paralegal 2
Paralegal 2
Criminal Information Analyst
Administrative Assistant 4
Legal Sec 3
Legal Sec 2
Legal Sec 2
Legal Sec 2
Legal Sec 1
Legal Sec 2 (50 percent)
Office Assistant 3
Office Assistant 3 (33 percent)

1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
1.00
0.5
1.0
.33

39.83
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IV. UNIT PERFORMANCE (2012) AND PROJECTIONS (2013)
(BOTH INCLUDE NEW QUI TAM CASES)
(a) Investigations Fraud
Initiated: 101

Closed: 125

6

PROVIDER TYPE				
2 Hospital				
1 Nursing Facility			
1 Other Long Term Care			
1 All Nurses/PA/NP			
3 MD/DO				
3 DDS					
1 Optometrist/Optician			
1 Counselor/Psychologist
1 Other Practitioner
2 Billing Company
9 Pharmacy
33 Pharmaceutical Manufacturer
5 DME
2 Home Health Care Agency
16 Home Health Care Aide
9 Lab
1 Medicaid Program Admin
10 Other Medical Support

SOURCE
4 Medicaid Agency SUR/S
8 Medicaid Agency – Other
6 State Agency
3 Law Enforcement
15 HHS/OIG Investigation
58 Private Citizen
7 Other

1 Hospital				
7 Nursing Facility			
5 Other Long Term Care			
3 Optometrist/Optician			
7 MD/DO				
9 DDS					
2 Counselor/Psychologist		
3 Other Practitioner			
9 Pharmacy				
30 Pharmaceutical Manufacturer		
4 DME					
2 Radiology				
3 Lab
34 Home Health Care Aide
2 Home Health Care Agency
1 Billing Company
1 Substance Abuse Treatment
1 Other Medical Support
1 Other

3 Medicaid Agency SUR/S
44 Medicaid Agency – Other
2 Adult Protective Services
1 Prosecutor
5 Law Enforcement
27 HHS/OIG Investigation
1 Provider Association
1 Provider
32 Private Citizen
5 State Agency
3 Other
1 MFCU Hotline

(a-1) Investigations Resident Abuse
PROVIDER TYPE				
Investigations 4 Nursing Facilities			
Initiated: 11
7 Other Long Term Care			
						
		
Closed: 31
18 Nursing Facilities			
13 Other Long Term Care		

SOURCE
9 Medicaid Agency - Other
1 Prosecutor
1 Other

30 Medicaid Agency - Other
1 Other

(a-2) Patient Funds
Investigations
Patient Funds
Initiated: 0
Closed: 2

PROVIDER TYPE			

		
2 Non-Direct Care		
					

SOURCE

1 Medicaid Agency - Other
1 State Agency

(b) Number of cases prosecuted or referred for prosecution: 26 (14 criminal, 12 civil)

The number of cases finally resolved and their outcome: (see litigation section VI).
The number of cases investigated but not prosecuted
or referred for prosecution because of insufficient evidence: 131*

*This total reflects all cases investigated, reviewed and closed (both fraud and resident abuse)
without prosecution, settlement or referral for prosecution due to insufficient evidence,
Statute of Limitations, low damages or prioritization of limited resources.

(c) The number of complaints received regarding
abuse and neglect of patients in health care facilities: 1,374
Number of such complaints investigated by the Unit: 11

The number referred to other identified state agencies: 3
(d) (1) The number of recovery actions initiated: 0
(2) The number of recovery actions referred to another agency: 1
(3) The total amount of overpayments identified by the Unit: $6,340.76
(e) The number of recovery actions initiated by the Medicaid agency under its
agreement with the Unit: 1

The total amount of overpayments actually collected by the Medicaid agency
under this agreement: $6,340

2013 ANNUAL REPORT
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(f) Projections for the succeeding 12 months for the items listed in paragraphs (a) through (e).
(1) Investigations initiated: Between 96 and 126
Investigations closed: 76
(2) Number of prosecutions initiated: 36
(3) Number of cases investigated but not prosecuted or referred
for prosecution because of insufficient evidence: 76
(4) Number of complaints received regarding abuse and neglect
of patients in health care facilities: 1,200
Number of such complaints investigated by the Unit: 12
Number referred to other state agencies: 10
(5) Number of recovery actions initiated by the Unit: 0
Number of recovery actions referred to another agency: 6
Total amount of overpayments identified by the Unit: $60,000
Total amount to be collected by the Unit: $60,000
(6) Number of recovery actions initiated by the Medicaid agency
under its agreement with the Unit: 4
Total amount to be collected: $45,000

V. COSTS INCURRED BY THE UNIT IN 2012
FUND EXPENDITURE
1.
2.
3.
4.
5.
6.
7.
8.

Personnel and Fringe Benefits							
Equipment (over $5,000)								
Travel										
Supplies total ($43,095 to furnish nine new offices)				
Contractual Services ($71,624 for a three-year computer lease)			
Communications									
Vehicle Maintenance								
Other										

$3,540,401

Indirect Costs**									

$308,665

$3,849,066

Federal Share										
Non-Federal Share (state)								

$2,886,801
$962,267

Total Expenditures*								

Total Including Indirects							

*total unit expenditures include all federal and state moneys (not including indirects)
**pursuant to indirect cost agreement at 11.5%.
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$2,684,054
0.00
51,500
83,088
113,475
32,678
10,450
565,156

VI. COMPLETED CRIMINAL AND CIVIL LITIGATION
Below is a case-by-case summary of WAMFCU litigation for cases fully resolved in calendar
year 2013:

HEALTH CARE PROVIDERS
State v. Lisa Diane Creighton aka Green			
Thurston County Superior Court				

WAMFCU Case #10-06-08
Criminal Cause #12-1-01224-9

Lisa Diane Creighton-Green pled guilty and was sentenced on three counts of Theft in the
Third Degree on March 8, 2013 in Thurston County Superior Court. Between 2009 and 2010,
Creighton fraudulently received $49,266 from Medicaid for services she improperly billed for
eyeglass repairs and refittings beyond that allowed by program rules.
The Court sentenced Creighton to 168 hours of community service, and a civil judgment was
entered against her in the amount of $49,266 as part of an agreed global resolution. The
judgment was recorded against Creighton’s real property in Whatcom County. As part of
the plea agreement, Creighton paid $5,000 towards the judgment at the time of sentencing.
Creighton must also comply with a separately negotiated agreement with the Department
of Health that requires her, among other things, to participate in continuing professional
education.
State v. Nnanna U. MBA					
Thurston County Superior Court				

WAMFCU Case #10-04-35
Cause #12-1-00477-7

Defendant Nnanna U. Mba pled guilty to ten counts of First Degree Theft on February 27,
2013, in Thurston County Superior Court. Between 2007 and 2010, Mba, through his medical
supply company, billed Medicaid for incontinence supplies he did not provide to Medicaid
beneficiaries. The WAMFCU originally charged Mba in April 2012, but he fled the country. On
a tip from federal law enforcement, Mba was taken into custody at the Houston, Texas, airport
in December 2012 and was extradited to Washington State for arraignment.
The Court sentenced Mba as a First Offender pursuant to a stipulated plea agreement. He
received a sentence of 90 days in jail with credit for time served and agreed to pay full
restitution in the amount of $106,730.

2013 ANNUAL REPORT
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HOME HEALTH CARE PROVIDERS
State v. Lyubov Ivanovna Patinskaya			
Spokane County Superior Court				
State v. Aleksandr Vitalyevich Patinskiy			
Spokane County Superior Court				

WAMFCU Case #10-07-55
Cause #13-1-02365-3
WAMFCU Case #10-07-55
Cause #10-1-02364-5

On November 23, 2013, Patinskaya pled guilty as charged to a felony count of First Degree Theft and seven
additional felony counts of Medicaid False Statement in Spokane County Superior Court. Patinskaya’s son,
Patinskiy, pleaded guilty to a misdemeanor charge of Attempted Second Degree Theft for his role in the case.
Between December 2009 and July 2010, the two billed and were paid by Medicaid for care they claimed
to have provided in Washington State while they actually were out of state. The defendants contracted to
provide in-home care to the client through the DSHS’s Community Options Program Entry System (COPES).
The aggregate amount alleged to have been stolen was $13,945 for Patinskaya and $3,761 for Patinskiy.
The Court sentenced Patinskaya and Patinskiy, both of whom were first time offenders, to pay fines and fully
repay the Medicaid program $17,696 at the time of sentencing. The convictions make them ineligible to
provide healthcare services in the future.
State v. Nelya Simora							
Thurston County Superior Court					
State v. Galina Yablonskaya						
Thurston County Superior Court					

WAMFCU Case #09-11-04
Cause #13-1-00431-7
WAMFCU Case #09-11-04
Cause #13-1-00430-9

On July 8, 2013, the State of Washington entered into diversion agreements with the two defendants in
Thurston County Superior Court in connection with falsifying timesheets as paid caregivers under the
Medicaid Program. The defendants, Nelya Simora and Galina Yablonskaya, each in separate instances,
recorded in-home care hours that were not performed, resulting in payment of Medicaid funds to which
they were not entitled. Losses to the Medicaid program were $2,014 and $2,007 respectively. Each of the
defendants claimed to provide care for two different time periods to a recipient who was out of the country.
Pursuant to the diversion agreement, Simora and Yablonskaya agreed to full restitution and 40 hours of
community service. If they comply with their obligations within two years, the charges of Second Degree
Theft and two counts of Medicaid False Statement will be dismissed..
State v. Avrum Tsimerman aka Alex Zimmerman			
King County Superior Court						

WAMFCU Case #08-12-25
Cause #12-1-01506-2SEA

On May 31, 2013, Avrum Tsimerman, also known as Alex Zimmerman, was convicted by a jury of four
counts of First Degree Theft in King County Superior Court. The defendant attempted to hide the death of
an elderly Medicaid recipient, from state authorities in order to receive payments for her care. Tsimerman
continued to file claims with the state, ultimately receiving $9,000 for care he claimed to have provided the
recipient after the recipient’s death. A Bellevue police investigation was launched in June 2009 following a
probe by the state Medicaid Fraud Control Unit.

The Court sentenced Tsimerman to 960 hours of community service for stealing state benefits and ordered
him to serve six months on probation. WAMFCU investigators testified in the trial and the King County
Prosecutor’s Office prosecuted the case.
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RESIDENT ABUSE
WAMFCU works with local law enforcement and prosecutors, either taking the
investigatory and/or prosecution lead or referring causes as appropriate pursuant to
WAMFCU’s Vulnerable Adult Contact Network.
State v. Jodi DeShawn Becker				
Pierce County Superior Court					

WAMFCU Case #09-07-23P
Cause #11-1-04886-3

On January 9, 2013, Jodi Becker, former owner of the Eatonville Manor, pled guilty to Third
Degree Criminal Mistreatment in Pierce County Superior Court for her failure to properly
manage and treat the bed sores of one of the Manor’s residents. Becker also pled guilty to
six counts of First Degree Theft and one count of Medicaid False Statement for falsifying
information given to state regulators regarding her practice of hiring untrained and unqualified
staff to meet the needs of other Eatonville Manor residents.
The Court sentenced Becker as a first-time offender to serve 75 days in jail, 6 months
community custody for the felonies and a 12-month probation term. The court also ordered
her to pay $146,078 in restitution. She is also precluded from providing long-term paid care
to any vulnerable clients for a 10-year period. In 2011, DSHS shut down the Eatonville Manor
facility and revoked Becker’s boarding home license.
State v. Joanne G. Hardtke					
Pierce County Superior Court					

WAMFCU Case #09-07-23P
Cause #11-1-04887-1

On January 8, 2013, Nurse Practitioner Joanne Hardtke pled guilty to one count of Third
Degree Criminal Mistreatment in Pierce County Superior Court for causing substantial bodily
harm to one of her patients, a resident at the Eatonville Manor. Hardtke negligently failed to
properly examine and evaluate the resident’s medical needs, which led to further improper
and negligent management of bed sores. The resident was hospitalized and required extensive
surgery to treat his wounds.
The Court sentenced Hardtke to a $3,000 fine, and she agreed to supervision by the
Washington Nursing Quality Assurance Commission for five years. Additionally, the court
imposed significant limitations on Hardtke’s ability to practice, including supervision,
monitoring and reporting by employers, and 60 hours of continuing education.
State v. Regina Daniels					
King County Superior Court					
State v. Karen R. Morgan					
King County Superior Court					

WAMFCU Case #10-01-20P
Cause #11-1-00442-9SEA
WAMFCU Case #10-01-20P
Cause #11-1-08500-3SEA

On August 26, 2013, Regina Daniels pled guilty to Criminal Mistreatment in the Second Degree
in King County Superior Court. Daniels owned and operated the Seattle Heights Adult Family
Home. On October 22, 2013, Karen Morgan pled guilty of Criminal Mistreatment in the Third
Degree. Morgan was a registered nurse at the facility.
The defendants were charged with Criminal Mistreatment after a resident of the home was
admitted to the hospital with multiple severe bed sores and sepsis, a potentially fatal whole-
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RESIDENT ABUSE cont.
body inflammation (a systemic inflammatory response syndrome or SIRS) caused by severe infection. She
subsequently died from her condition.
The court sentenced Daniels to 6.5 months incarceration, converted to 30 days in work release, followed by
5.5 months electronic home monitoring, and a Five5 year no-contact order. The Court sentenced Morgan
to four months of electronic home monitoring, and a no-contact order. The King County Prosecutor’s Office
prosecuted this case.
State v. William Stanley Schostak					
Clallam County Superior Court						

WAMFCU Case #11-09-02P
Cause #11-1-00302-6

On July 30, 2013, William Schostak pled guilty of Indecent Liberties (with a mentally incapacitated adult) in
Clallam County Superior Court. Schostak had sexual contact with a developmentally disabled adult resident
in the adult family home where he was employed as a Nursing Assistant.
The Court sentenced Schostak to outpatient treatment, a no contact order, and payment of $800 in court
costs. The Clallam County Prosecutor’s Office prosecuted this case.

WAMFCU CIVIL CASES
State v. Lisa Diane Creighton						
Thurston County Superior Court					

WAMFCU Case #10-06-08
Civil Cause #13-2-00501-5

Lisa Creighton (aka Lisa Green) pled guilty and was sentenced on three counts of Theft in the Third Degree
on March 8, 2013 in Thurston County Superior Court. Creighton was sentenced to 168 hours of community
service and a civil judgment was entered in the amount of $49,266 an agreed judgment with the defendant
as part of a global resolution. The judgment was recorded against Creighton’s real property in Whatcom
County.
Between 2009 and 2010, Creighton fraudulently received $49,266 from Medicaid for services she
improperly billed for eyeglass repairs and refittings beyond that allowed by program rules. As part of the
plea agreement, Creighton paid $5,000 towards the judgment at the time of sentencing.
Creighton must also comply with a separately negotiated agreement with the Department of Health that
requires her, among other things, to participate in continuing professional education.
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QUI TAM CASES
In re: Amgen, Inc.						

WAMFCU Case #09-01-66

In the spring of 2013, Washington settled with Amgen to resolve allegations that Amgen engaged
in illegal kickback behavior, off label marketing and/or submitted false claims by reporting
inflated pricing data for six of its prescription drugs (Aranesp, Enbrel, Epogen, Neulasta,
Neupogen, and Sensipar), causing Washington to overpay for those drugs.

As to Aranesp, the allegations included assertions that Amgen agreed to provide certain
institutional pharmacies additional rebates for this drug in exchange for the promise that these
pharmacies would promote the drug in the “therapeutic interchange” programs implemented in
nursing homes the pharmacies served. The alleged purpose of the scheme was to induce medical
professionals working at these facilities to dispense Aranesp in the place of competing drugs.

The settlement regarding the drug pricing data involves the “Average Wholesale Price” (AWP)
and “Wholesale Acquisition Cost” (WAC) benchmarks used by most states’ Medicaid programs,
including Washington’s, to set pharmacy reimbursement rates. The settlement resolved the
allegation that Amgen reported inflated AWP and WAC pricing data, thereby creating an artificially
inflated “spread” between the price for which Medicaid providers dispensed the named drugs to
beneficiaries, and the price at which the states reimbursed providers for those drugs.
Washington’s total share of the three national settlements was $1,584,900. A portion was
reimbursed to the federal government and Washington’s state share was $752,420 including
restitution, penalties and interest.
In re: Healthpoint /DFB Pharmaceuticals			

WAMFCU Case #12-12-05

On March 1, 2013, Washington settled with Healthpoint to resolve allegations that it marketed the
wound-care drug Xenaderm, a drug containing “trypsin” that the FDA previously determined was
“less than effective” for wound debridement. Medicaid does not pay for drugs that the U.S. Food
and Drug Administration (FDA) determine to be “less than effective.”
Washington’s total share of the national settlement was $200,820. A portion was reimbursed to
the federal government and Washington’s state share was $89,494 including restitution, penalties
and interest.
In re: ISTA							

WAMFCU Case #13-04-08

On July 17, 2013, Washington settled with ISTA to resolve allegations that ISTA sales
representatives improperly induced health care professionals to prescribe Xibrom for both FDA
approved and unapproved uses of Xibrom, a post-cataract surgery drug. As a result of these
alleged fraudulent marketing practices, the belief was that health care providers prescribed
Xibrom for unapproved applications roughly 30-35 percent more often than competitor drugs. In
order to reach a national settlement, all affected states were required to sign-on to the agreement.
Washington’s total share of the national settlement was $595. A portion was reimbursed to the
federal government and Washington’s state share was $268 including restitution, penalties and
interest.

2013 ANNUAL REPORT
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QUI TAM CASES cont.
In re: Janssen L.P. 							

WAMFCU Case #08-02-35

On December 16, 2013, Washington settled with Janssen Pharmaceuticals to resolve allegations that
Janssen knowingly promoted the sale and use of the atypical antipsychotic drugs Risperdal and Invega for
conditions and for patients that were not approved as safe and effective by the FDA, including the treatment
and control of: behavioral disturbances in elderly dementia patients, conduct disorders, attention deficit
hyperactivity disorders, and other uses in children and adolescents under the age of 18, conduct disorders
in individuals with mental retardation and developmental disabilities, and various non-psychotic mental
disorders- some of which were not medically accepted indications and were not covered by WA Medicaid.
The settlement also resolved allegations that Janssen made false and misleading statements about the
safety and efficacy of Risperdal; and offered and paid illegal remuneration to health care professionals and
long-term care pharmacy providers to induce them to promote and/or prescribe Risperdal and Invega.
The settlement also resolved allegations that Janssen made false and misleading statements about the
safety and efficacy of the drugs, and offered and paid illegal kickbacks to health care professionals and long
term care pharmacy providers to induce them to promote and/or prescribe the drugs. Washington’s total
share of the national settlement was $21,619,508. A portion was reimbursed to the federal government
and Washington’s state share was $10,640,231 including restitution, penalties and interest.
In re: Kmart								

WAMFCU Case #13-05-05

On September 5, 2013, Washington settled with Kmart to resolve allegations regarding “partial fills” of
prescriptions and Kmart’s illegally billing for a full prescription when only a partial was dispensed. A
partial fill typically occurs when a pharmacy does not have sufficient stock on hand to completely fill a
prescription. Ideally, in such a case, the customer returns to pick up the balance of the prescription when
the supply is replenished. In cases when the second portion of the prescription is not picked up by the
customer, that portion should be returned to stock, and the pharmacy should reverse the claim and re-bill
for the amount actually dispensed. The settlement resolved allegations that Kmart billed and was paid in
full by the government payers for partially filled prescriptions, including the portions that were returned to
stock.
Washington’s total share of the national settlement was $16,123. A portion was reimbursed to the federal
government and Washington’s state share was $7,913 including restitution, penalties and interest.
In re: Medtronic							

WAMFCU Case #13-07-10

On December 13, 2013, Washington settled with Medtronic to resolve allegations that Medtronic’s sales
representatives contacted Medicaid beneficiaries as the warranties on their Medtronic insulin infusion
pumps were expiring and convinced them to replace or upgrade the pumps even though the pumps
were still working properly and the change was not medically necessary. The pumps should have been
covered under Medtronic’s warranty. Additional concerns included the solicitation behavior itself, which
is prohibited. The Social Security Act prohibits suppliers of Durable Medical Equipment, Prosthetics,
Orthotics, and Supplies (“DMEPOS”) from making unsolicited telephone calls regarding the furnishing
of a covered item, except in three specific situations: (i) the beneficiary has given written permission for
telephone contact by the supplier; (ii) the contact is regarding a covered item the supplier has already
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furnished the beneficiary; or (iii) the supplier has furnished at least one covered item to the
beneficiary during the preceding fifteen months.

Washington’s total share of the national settlement was $25,812. A portion was reimbursed
to the federal government and Washington’s state share was $14,088 including restitution,
penalties and interest.
In re: Par Pharmaceutical					

WAMFCU Case #12-07-01

On April 22, 2013, Washington settled with Par to resolve allegations that Par engaged in offlabel marketing of the drug Megace ES for general weight loss use in geriatric patients, without
regard to whether the patients had HIV/AIDS or cancer, which was not an FDA approved use.
The approved use is to prevent weight loss in patients with AIDS and certain cancers.
Washington’s total share of the national settlement was $47,764. A portion was reimbursed
to the federal government and Washington’s state share was $23,798 including restitution,
penalties, and interest.
In re: Pfizer/Wyeth						

WAMFCU Case #12-02-19

On August 8, 2013, Washington settled with Pfizer/Wyeth to resolve allegations that it
engaged in off label marketing of the drug Rapamune, an FDA approved kidney transplant drug
prescribed to prevent the body from rejecting a donor organ.

The allegations were that Pfizer/Wyeth trained the Rapamune sales force to market Rapamune
for off-label use in liver transplants, despite the May 2002 Black Box warning advising against
Rapamune use in liver transplant patients due to the risk of graft loss and death. Additional
allegations were that the company continued to market Rapamune not only for liver transplant
patients, but also for other non-renal transplant patients and encouraged the sales team to
market it other uses that were not found to be safe and effective.
Washington’s total share of the national settlement was $576,404. A portion was reimbursed
to the federal government and Washington’s state share was $263,349 including restitution,
penalties and interest.
In re: Ranbaxy						

WAMFCU Case #10-06-61

On June 18, 2013, Washington settled with Ranbaxy (a public company incorporated and
headquartered in India) to resolve allegations that it submitted false statements and failed
to comply with the FDA’s current Good Manufacturing Practices (cGMP). It was alleged that
Ranbaxy engaged in wrongful conduct concerning the manufacture, distribution and sale of
26 drugs. Specifically that Ranbaxy made false statements to the FDA regarding the strength,
purity, or quality of the 26 drugs, or the drugs were not manufactured according to the
approved formulation and were therefore unapproved by the FDA. As to cGMP, the allegations
were that Ranbaxy failed to resolve deviations in drug testing, clinical controls, documentation
for drug stability testing, poor aseptic operations, and employed untrained and inadequate
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QUI TAM CASES cont.
staff. The government alleged that the company made various false certifications to the FDA about the
quality and makeup of certain generic drugs.
Washington’s total share of the national settlement was $2,765,957. A portion was reimbursed to the
federal government and Washington’s state share was $1,329,132 including restitution, penalties and
interest.
In re: Sanofi US							

WAMFCU Case #13-01-04

On September 5, 2013, Washington settled with Sanofi to resolve allegations that it paid illegal kickbacks
in the form of free samples to physicians and improperly influenced physician prescribing behavior for the
drug Hyalgan. The agreement settles allegations that Sanofi knew and intended for physicians to bill (and
obtain reimbursement from) federal and state health care programs for the free sample use of Hyalgan
in their offices. Moreover, the governments alleged that Sanofi failed to include the value of the free
samples in its calculation of Average Sales Price (ASP) thereby causing falsely inflated Hyalgan prices and
subsequent reimbursement by Medicaid for the drug.
Washington’s total share of the national settlement was $12,712. A portion was reimbursed to the federal
government and Washington’s state share was $6,288 including restitution, penalties and interest.
In re: Victory Pharma, Inc. 						

WAMFCU Case #10-08-107

On March 1, 2013, Washington settled with Victory to resolve allegations that it paid illegal kickbacks and
improperly influenced physician prescribing behavior for the drugs Naprelan, Xodol, Fexmid and Dolgic.
It was alleged that the Victory sales representatives paid cash to health care providers and made in-kind
payments through preceptorships, speakers’ fees, meals, gifts, entertainment, event tickets and recreational
activities as inducement to prescribe these drugs. In order to reach a national settlement, all affected states
were required to sign-on to the agreement.
Washington’s total share of the national settlement was $531. A portion was reimbursed to the federal
government and Washington’s state share was $252 including restitution, penalties and interest.
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VII. MONETARY OBLIGATIONS ESTABLISHED 2012
Restitution, Judgments, Penalties, Fines and Interest

CASE NAME

WAMFCU
CASE
NUMBER

In re: Amgen, Inc.
In re: Healthpoint/DBF Pharmaceuticals
In re: Ista
In re: Janssen L.P.
In re: Kmart
In re: Medtonic
In re: Par Pharmaceutical
In re: Pfizer/Wyeth
In re: Ranbaxy
In re: Sanofi US
In re: Victory Pharma, Inc.
State v. Creighton, Lisa aka Green
U.S. v. Curtis T. Holden
State v. Nnanna U. Mba
State v. Lyubov Patinskaya
State v. Aleksandr Vitalyevich Patinskiy
State v. Nelya Simora
State v. Avrum Tsimerman
State v. Galina Yablonskaya
State v. Jodi DeShawn Becker
State v. Joanne G. Hardtke
State v. Karen R. Morgan
State v. William Stanley Schostak
In re: Hoa Huynh & Kim Huynh

09-01-66
12-12-05
13-04-08
08-02-35
13-05-05
13-07-10
12-07-01
12-02-19
10-06-61
13-01-04
10-08-107
10-06-08
06-01-41
10-04-35
10-07-55
10-07-55
09-11-04
08-12-25
09-11-04
09-07-23P
09-07-23P
10-01-20P
11-09-02P
13-08-03

TOTALS:

MEDICAID
RESTITUTION

21,000.00
106,730.84
13,035.49
3,761.48
2,014.30

CIVIL
JUDGMENT
1,319,031.32
200,544.18
428.64
16,213,413.37
13,974.67
18,768.22
35,707.33
443,514.43
2,088,197.74
12,667.69
367.22
49,266.76

MEDICAID
PENALTIES
257,316.25

164.48
5,234,136.91
2,127.40
7,044.04
11,741.08
130,458.73
651,372.80
162.04

2,007.90
146,078.31

294,628.32

20,395,881.57

6,294,523.73

FINES, INTEREST
OVER& OTHER
PAYMENT
RESTITUTION
8,552.12
275.96
2.02
171,957.53
20.51
315.80
2,431.22
26,386.40
44.80
1.99

111,875.84
800.00
800.00
700.00
700.00
600.00
700.00
800.00
3,700.00
500.00
800.00

331,964.19

6,340.76

6,340.76

2013 SUMMARY OF MONETARY OBLIGATIONS
Medicaid Restitution							
*Civil Judgments							
Medicaid Penalties							
Fines, Interest and Other Restitution					
Overpayment								
2013 TOTAL MONETARY OBLIGATIONS ESTABLISHED		

(this includes all Medicaid and co-investigated multiple payer cases resolved)

$
294,628.32
$ 20,395,881.57
$ 6,294,523.73
$
331,964.19
$
6,340.76

$ 27,323,338.57

*Civil Judgments includes Washington State’s share of the settlement that
was reimbursed to the federal government.
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VIII. FRAUD INITIATIVES: ENHANCED DSHS AUDIT PROGRAM
ENHANCED DSHS AUDIT PROGRAM
The WAMFCU has maintained communication and coordination with Office of Program Integrity (OPI) to
ensure that the case referral process results in a viable preliminary inquiry and meaningful case referral
packet. Enhanced algorithms and continued coordination with the WAMFCU by the Payment Review
Program (PRP) has also increased and improved case referrals made to the WAMFCU. The OPI and MFCU
meet monthly to discuss referrals.

TRAINING
During 2013, the WAMFCU continued to educate the Health Care Authority, Regional Care Services, Case
Managers, Supervisors and Regional Service Network administrators, compliance officers, managed care
administrators and compliance officers on our role (including Washington’s new False Claims Act civil
qui tam authority), our mission, and how to report Medicaid fraud and resident abuse and neglect. The
WAMFCU Director attended the MII Interactions between Medicaid Fraud Control Units and Program
Integrity Units Symposium, held January 23-24, 2013 along with the manager of the HCA’s Office of Program
Integrity to explore improved collaboration between the WAMFCU and single state agency.

In addition, the WAMFCU also provided training to law enforcement, government fraud investigators, and
community groups. The training provides an overview of the mission of the WAMFCU. Subject matter also
included indicators of suspected fraud, various fraud schemes employed by Medicaid providers, and how to
report suspected fraud..

IX. RESIDENT ABUSE/NEGLECT
WAMFCU RESIDENT ABUSE MISSION
WAMFCU’s resident abuse mission is to:
1) Work in partnership with local law enforcement to respond to resident abuse referrals;
2) Train local law enforcement to improve investigations; and
3) Enhance prosecutions of the resulting cases (by supporting county prosecutors and city attorneys).
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REFERRALS AND JURISDICTION
Washington State is 68,139 square miles in size. There are more than 220 Medicaid licensed
nursing homes, approximately 2,738 licensed adult family homes and 240 licensed boarding
homes at any given time. The state has 39 counties, each with a Sheriff and Prosecutor, and
more than 250 total law enforcement agencies.
In 2013, the WAMFCU received most of its 1,843 resident abuse complaints from DSHS’s
Complaint Resolution Unit (CRU) pursuant to a mandatory abuse reporting statute RCW
74.34.063(2). Other referrals may come from law enforcement, DSHS field staff, and the
long-term care ombudsmen. WAMFCU investigates potential felony matters of criminal
mistreatment and failure to report. WAMFCU screens referrals for possible investigation
pursuant to criteria that determine whether WAMFCU has jurisdiction, and whether there is
otherwise local police expertise or local interest in investigating the matter.

When local law enforcement agencies, city prosecutors, and county prosecutors maintain
primary jurisdiction over a matter, WAMFCU works in conjunction with them to monitor these
criminal allegations and provide assistance when requested.

STATEWIDE AND NATIONAL NETWORKS
In 2013, WAMFCU continued to participate in federal and local community efforts to combat
abuse and neglect of vulnerable adults, including the Federal Health Care Fraud and Social
Services Working Groups through the U.S. Attorney’s Office in Seattle, the Thurston County
Vulnerable Adult Task Force, the statewide Adult Abuse/Neglect Response Workgroup, the
Clark County Elder Justice Center, the King County Elder Abuse Council, and the King County
Elder Death Review. In addition, WAMFCU has been on the planning committee for the annual
King County Elder Abuse Conference.

Further, WAMFCU has continued its partnership with the U.S. Department of Justice (DOJ), OIG,
U.S. HHS, and MFCUs from several states in its investigation regarding quality of care of a multistate long term care corporation.

TRAINING LAW ENFORCEMENT
During 2013, the WAMFCU continued to train law enforcement to recognize criminal
mistreatment, resident abuse, and to improve their response to such crimes. WAMFCU
provides materials and conducts training regularly for the Basic Law Enforcement Academy
(BLEA) and the Washington State Patrol Academy. An experienced Senior Investigator is
participating on a Statewide Task Force to develop improved law enforcement training and a
systemic response to abuse and neglect of vulnerable adults.
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X. CIVIL & QUI TAM CASES
Before the Washington False Claims Act was passed during the 2012 legislative session (RCW 74.66),
Washington would receive its proportional share of proceeds from civil false claim actions brought under
the Federal False Claims Act. However, states with qualifying false claims acts receive significant federal
financial incentives. Specifically, if a False Claims Act complies with the federal Deficit Reduction Act (DRA),
as determined by the Inspector General of the Department of Health and Human Services, the state will
receive an additional 10 percent of the principal amount recovered from False Claim Act lawsuits (42 U.S.C.
§ 1396h). On November 20, 2012, the Inspector General determined that Washington’s False Claims Act
was DRA compliant.
The False Claims Act empowers a person, known as a relator, to bring a civil action in the name of the State
alleging a false or fraudulent Medicaid claim. The relator files the complaint in camera (under seal), and
serves a copy of the complaint on the Attorney General. The Attorney General may intervene in the action
and take over its prosecution. In that event, the relator continues as a party subject to limitations and is
entitled to a share of the proceeds of the action or settlement of the claim. If the Attorney General does not
intervene, the relator may proceed with the action.
The Act does not require the Attorney General to rely on relators to recover funds lost to fraud. By
empowering the Attorney General to independently initiate Medicaid false claims lawsuits, the Act
encourages robust fraud detection and investigation efforts.

The Legislature authorized funding for additional positions to help administer these cases. Using this
funding, the AGO has created a new Civil Section within the MFCU and increased its staff. Importantly,
funding for the Civil Section is derived, in part, from the funds recovered as a result of the RCW 74.66.

The cases generally involve, but are not limited to, pharmaceutical manufacturers, hospitals, pharmacies,
medical and dental practitioners, ancillary services such as radiology clinics and labs, or suppliers of
medical devices and durable medical equipment. The cases generally involve the following issues:
• Off-label marketing by manufacturers of medical devices and drugs
• Kickbacks to doctors, clinics, hospitals
• Falsely submitting billings to Medicaid
• Misrepresenting services provided
• Failing to follow FDA quality control requirements
• Upcoding (billing for more expensive procedures than those performed)

In 2013, the MFCU received 57 qui tam lawsuits. Specific recovery of Medicaid dollars from the received
qui tam cases has not yet occurred, given the recent nature of these filings. In addition, MFCU declined to
intervene in 21 cases, and opened 2 civil investigations of Washington providers.

There are many cases filed around the country where Washington State is not named as a party plaintiff,
but these are still cases where settlements or judgments benefit Washington. Most of theses cases are
managed through the NAMFCU. In 2013, NAMFCU made 15 requests for data involving multiple different
provider types and there were 12 cases settled. Through those settlements, Washington recovered
fraudulently obtained Medicaid dollars and penalties totaling $26,900,393.
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XI. PROBLEMS & SOLUTIONS
STAFFING
In 2006, the Attorney General proposed to increase the WAMFCU staffing by adding 10 full
time employee positions. The Washington State Legislature funded three positions which
enabled the WAMFCU to open a satellite regional office in Spokane, consisting of an attorney,
an investigator, and half of an existing FTE, which was filled with a half-time legal secretary.

A continuing challenge to the WAMFCU is the unique and complex nature of the cases the
Unit handles. We have been authorized to expand WAMFCU by 14.5 FTEs to address the new
False Claims Act (whistle blower) authority enacted during the 2012 Legislative session.
Using this funding, the WAMFCU has increased its staff and created a fully functioning Civil/
Qui Tam Section within the Unit. Washington has been certified as DRA compliant by OIG in
consultation with DOJ.

We are also moving aggressively to ensure that all criminal section positions are and remain
filled. This will result in increased staff and tools to address fraud, abuse and neglect in
Washington. The Unit may need to expand staffing in the months and years ahead to meet the
challenges presented by the complexity of facilities and managed care organization cases and
the anticipated 30 percent growth of Medicaid under the Patient Protection and Affordable
care Act. Although all staff persons are experienced in investigation or litigation, many are
relatively inexperienced in health care fraud. One solution to this challenge is to provide
specialized training such as that provided by NAMFCU, OIG, NHCAA and other health care
fraud related trainings. In the past 12 months, 15 new Unit employees have attended NAMFCU
101, nine Unit employees attended NAMFCU 102 and two employees attended NAMFCU Global
Intake trainings.
We now operate using enhanced intake review, resulting in timely referral or assignment of
cases that will be opened for active investigation within existing resources. The backlog of
cases not being actively investigated has been eliminated as is reflected in this report.
The Director is also working closely with the single state agency (HCA), other regional
Directors, NAMFCU and OIG staff to ensure the Unit is in compliance with OIG performance
measures and working to capacity.

XII. DRUG FREE WORKPLACE/LOBBYING
All federal grant requirements for both a drug free workplace and prohibiting inappropriate
lobbying are in place and have been reviewed. The Unit is in compliance.

XIII. PERFORMANCE STANDARDS
As part of the preparation of this report, the Unit Director has reviewed the Performance
Standards and indicates that the Unit is in compliance.

2013 ANNUAL REPORT

21

Office of Attorney General
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