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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,




303

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
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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.



310

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
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.- 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. _
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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