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Justice Department Recovers Over $4.7 Billion From False Claims Act Cases in
Fiscal Year 2016

Third Highest Annual Recovery in FCA History

The Department of Justice obtained more than $4.7 billion in settlements and judgments from civil cases involving fraud
and false claims against the government in fiscal year 2016 ending Sept. 30, Principal Deputy Assistant Attorney General
Benjamin C. Mizer, head of the Justice Department’s Civil Division, announced today.  This is the third highest annual
recovery in False Claims Act history, bringing the fiscal year average to nearly $4 billion since fiscal year 2009, and the
total recovery during that period to $31.3 billion.

“Congress amended the False Claims Act 30 years ago to give the government a more effective tool against false and
fraudulent claims against federal programs,” said Mizer.  “An astonishing 60 percent of those recoveries were obtained in
the last eight years.  The beneficiaries of these efforts include veterans, the elderly, and low-income families who are
insured by federal health care programs; families and students who are able to afford homes and go to college thanks to
federally insured loans; and all of us who are protected by the government’s investment in national security and defense.
In short, Americans across the country are healthier, enjoy a better quality of life, and are safer because of our continuing
success in protecting taxpayer funds from misuse.”

Of the $4.7 billion recovered, $2.5 billion came from the health care industry, including drug companies, medical device
companies, hospitals, nursing homes, laboratories, and physicians.  The $2.5 billion recovered in fiscal year 2016 reflects
only federal losses.  In many of these cases, the Department was instrumental in recovering additional millions of dollars
for state Medicaid programs.  This is the seventh consecutive year the Department’s civil health care fraud recoveries have
exceeded $2 billion.

The next largest recoveries came from the financial industry in the wake of the housing and mortgage fraud crisis.
Settlements and judgments in cases alleging false claims in connection with federally insured residential mortgages totaled
nearly $1.7 billion in fiscal year 2016 – the second highest annual recovery in this area.

The False Claims Act is the government’s primary civil remedy to redress false claims for government funds and property
under government programs and contracts relating to such varied areas as health care, defense and national security, food
safety and inspection, federally insured loans and mortgages, highway funds, small business contracts, agricultural
subsidies, disaster assistance, and import tariffs.  In 1986, Congress strengthened the Act by amending it to increase
incentives for whistleblowers to file lawsuits alleging false claims on behalf of the government.

Most false claims actions are filed under those whistleblower, or qui tam, provisions.  If the government prevails in the
action, the whistleblower, also known as the relator, receives up to 30 percent of the recovery.  Whistleblowers filed 702 qui
tam suits in fiscal year 2016, and the Department recovered $2.9 billion in these and earlier filed suits this past year.  The
government awarded the whistleblowers $519 million during the same period.

Health Care Fraud
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The Department recovered $19.3 billion in health care fraud claims from January 2009 to the end of fiscal year 2016 – 57
percent of the health care fraud dollars recovered in the 30 years since the 1986 amendments to the False Claims Act.
These recoveries restore valuable assets to federally funded programs such as Medicare, Medicaid, and TRICARE, the
health care program for service members and their families.  But just as important, the Department’s vigorous pursuit of
health care fraud prevents billions more in losses by deterring others who might otherwise try to cheat the system for their
own gain.  The Department’s success is a direct result of the high priority the Obama Administration has placed on fighting
health care fraud.  In 2009, the Attorney General and the Secretary of the Department of Health and Human Services, the
Department that administers Medicare and Medicaid, announced the creation of an interagency task force called the
Health Care Fraud Prevention and Enforcement Action Team (HEAT), to increase coordination and optimize criminal and
civil enforcement.  Additional information on the government’s efforts in this area is available at StopMedicareFraud.gov, a
webpage jointly established by the Departments of Justice and Health and Human Services.

The largest recoveries this past year – $1.2 billion – came from the drug and medical device industry.  Drug manufacturers
Wyeth and Pfizer Inc. paid $784.6 million to resolve federal and state claims that Wyeth knowingly reported false and
fraudulent prices on two drugs used to treat acid reflux, Protonix Oral and Protonix IV.  The government alleged that Wyeth
(before it was acquired by Pfizer) failed to report deep discounts available to hospitals, as required by the government to
ensure that the Medicaid program enjoyed the same pricing benefits available to the company’s commercial customers.
Wyeth paid $413.2 million to the federal government and $371.4 million to state Medicaid programs.

In another settlement against a drug company, Novartis Pharmaceuticals Corp. paid $390 million based on claims that the
company gave kickbacks to specialty pharmacies in return for recommending Exjade, an iron chelation drug, and Myfortic,
an anti-rejection drug for kidney transplant recipients.  The settlement includes $306.9 million for the federal government
and $83.1 million for state Medicaid programs.

Hospitals and outpatient clinics accounted for $360 million in recoveries. Tenet Healthcare Corp., a major hospital chain in
the United States, paid $244.2 million to resolve civil allegations that four of its hospitals engaged in a scheme to defraud
the United States by paying kickbacks in return for patient referrals.  Tenet paid an additional $123.7 million to state
Medicaid programs, and two of its subsidiaries pleaded guilty to related charges and forfeited $145 million, bringing the
total resolution to $513 million.

In the medical lab arena, Millennium Health (formerly Millennium Laboratories) paid $260 million to settle allegations that it
billed Medicare, Medicaid, and other federal health care programs for excessive and unnecessary urine drug and genetic
testing and also that it gave free items to induce physicians to refer expensive and profitable lab tests to Millennium, in
violation of the Anti-Kickback Statute and Stark Law.  The settlement included $214.8 million in alleged false claims against
federal programs, $26 million in alleged false claims against state Medicaid programs, and $19.2 million in related
administrative claims.

The nation’s largest contract therapy provider paid $125 million to resolve claims that it had induced skilled nursing homes
to submit false claims to Medicare for rehabilitation services that were not reasonable, necessary, and skilled, or that
weren’t provided at all.  The settlement was with RehabCare Group Inc., RehabCare Group East Inc., and their parent,
Kindred Healthcare Inc.  Cases involving nursing homes and skilled nursing facilities accounted for more than $160 million
in settlements and judgments this past fiscal year.

“These health care recoveries benefit vulnerable citizens in Medicare and Medicaid and the taxpayers who pay for those
programs,” said Inspector General Daniel R. Levinson of the U.S. Department of Health and Human Services.  “Beyond
those significant settlements, though, my agency works to improve voluntary observance of federal laws through corporate
integrity agreements addressing compliance weaknesses, and self-disclosures that encourage health care providers and
other entities to voluntarily report suspected violations.”

Housing and Mortgage Fraud

The Department recovered more than $7 billion in housing and mortgage claims from January 2009 to the end of fiscal
year 2016, including settlements and judgments totaling $1.6 billion this past fiscal year – the second highest annual
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recovery in the history of the federally insured mortgage program.  Notable this year were settlements with Wells Fargo for
$1.2 billion and Freedom Mortgage Corp. for $113 million.

Wells Fargo and Freedom Mortgage both admitted that they had originated and endorsed residential mortgages as eligible
for federal insurance by the Federal Housing Administration (FHA) that did not meet requirements intended to reduce the
risk of default.  This put consumers at risk of losing their homes in foreclosure and increased the number of claims against
the FHA when their loans went into default.  The banks also admitted failing to report such deficiencies to the authorities as
required under the program, despite internal reports exposing high rates of underwriting deficiencies that would have put
the agency on notice so it could prevent continued program violations and mounting losses.  By originating and endorsing
ineligible loans for FHA insurance, the banks increased their mortgage profits at taxpayer expense while incurring little or
no risk of their own.

As part of the Wells Fargo settlement, the bank’s vice president of Credit Risk – Quality Assurance, Kurt Lofrano, admitted
that he annually certified Wells Fargo’s compliance with FHA’s Direct Endorsement Lender program and the bank’s
continued qualification to remain in the program.

These recoveries are part of the broader enforcement efforts by President Obama’s Financial Fraud Enforcement Task
Force.  President Obama established the interagency task force in 2009, to wage an aggressive, coordinated, and
proactive effort to investigate and prosecute financial crimes.  The task force includes representatives from a broad range
of federal agencies, regulatory authorities, inspectors general, and state and local law enforcement who, working together,
bring to bear a powerful array of criminal and civil enforcement resources.  The task force is working to improve efforts
across the federal executive branch, and with state and local partners, to investigate and prosecute significant financial
crimes, ensure just and effective punishment for those who perpetrate financial crimes, combat discrimination in the
lending and financial markets, and recover proceeds for victims of financial crimes.  For more information about the task
force, visit www.stopfraud.gov.

Other Fraud Recoveries

Although health care and mortgage fraud dominated fiscal year 2016 recoveries, the Department has aggressively
pursued fraud wherever it is found in federal programs and contracts.  For example, the Department recovered
$82.6 million in false claims from BP Exploration and Production Inc. (BP) arising from the April 2010 Deepwater
Horizon/Macondo Well explosion and oil spill in the Gulf of Mexico.  The government, through the Department of the
Interior, leases portions of the Outer Continental Shelf to companies like BP that operate exploratory oil wells.  In exchange
for the lease, the operators pay royalties based on the volume of oil extracted from the wells.  Program regulations
applicable to exploration of the Outer Continental Shelf require well operators to maintain a “safe drilling margin” and to
report plans to drill further into an open hole if the margin falls below legal limits.  The government alleged that BP provided
false reports about its “safe drilling margin” that concealed its improper drilling, which left the well in a fragile state and
ultimately resulted in the blowout.  The government’s civil fraud claims were part of a $20 billion consent decree reached
with the United States and five Gulf states that also included damages and penalties under state and federal
environmental laws, mandatory restoration of the area, and other relief.

The government also continued to pursue a variety of procurement fraud matters.  For example, L-3 Communications
EOTech Inc. and its parent company, L-3 Communications Corp., paid the United States $25.6 million for defective
holographic weapon sites EOTech sold to the Department of Defense, Department of Homeland Security, and FBI.  The
defendants, including EOTech’s president, admitted knowing the sights failed to perform as represented in cold
temperatures and humid environments, but delayed disclosing the defects to federal authorities for years.  Besides
compensating the government for critical funds lost through fraud, such settlements ensure that the vital terms of contracts
supporting the nation’s defense and security agencies are enforced, and deter other contractors from acting fraudulently or
recklessly to increase their profits in the future.

The Department had several settlements with for-profit schools that allegedly participated in illegal schemes to secure
federal education funds.  For example, the second largest for-profit education company in the country, Education
Management Corp., paid the United States $52.6 million to resolve allegations that it unlawfully recruited students,
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engaged in deceptive and misleading recruiting practices, and falsely certified compliance with Title IV of the Higher
Education Act and parallel state laws that prohibited such conduct, as part of a $95.5 million global federal-state
settlement.

The Department also recovered $50 million in customs fraud.  U.S. Customs and Border Protection collects duties on
imports of foreign goods to protect U.S. manufacturers from unfair competition abroad by leveling the playing field for
domestic products.  Importers who seek an unfair advantage by knowingly evading or reducing their obligation to pay
these duties are subject to damages and penalties under the False Claims Act.  These recoveries both address lost duties
and safeguard U.S. markets.

These suits and settlements illustrate the diversity of cases pursued by the Department and the Department’s quest to root
out fraud and false claims against the government wherever it may be found.

Holding Individuals Accountable

On Sept. 9, 2015, the Department issued a memorandum on individual accountability for corporate wrongdoing.  This
memorandum reinforced the Department’s commitment to use the False Claims Act and other civil remedies to deter and
redress fraud by individuals as well as corporations.

Cardiologist Dr. Asad Qamar and his practice, the Institute of Cardiovascular Excellence (ICE), paid $2 million this past
fiscal year, and released claims to an additional $5.3 million in suspended Medicare funds, to settle allegations that he and
his practice billed Medicare, Medicaid, and TRICARE for medically unnecessary procedures and paid kickbacks to patients
by waiving Medicare copayments irrespective of financial hardship.  Medicare copayments provide beneficiaries with an
incentive to be smart health care consumers and avoid unnecessary procedures.  The government alleged that by waiving
the required copayments indiscriminately, Dr. Qamar and ICE induced patients to undergo unnecessary and invasive
procedures.  This conduct made Dr. Qamar the highest paid Medicare cardiologist in the United States in 2012 and 2013.
Dr. Qamar also agreed to a three-year exclusion from participating in any federal health care program followed by a
three-year integrity agreement with the Department of Health and Human Services Office of the Inspector General.

Additional examples of individuals held personally liable for alleged false claims include George Hepburn ($10.3 million),
founder and president of Dynasplint Systems Inc.; Dr. Jonathan Oppenheimer ($9.35 million), former owner and chief
executive officer of a Nashville drug testing laboratory; Gottfried and Mieke Kellermann ($8.5 million), founders of
Pharmasan Labs Inc. and NeuroScience Inc.; Jacob (Jake) J. Kilgore ($4 million), former co-owner, vice president, and
later president of Orbit Medical Inc.; Dr. David G. Bostwick ($3.75 million), founder and former owner and chief executive
officer of Bostwick Laboratories Inc.; Mark T. Conklin ($1.75 million), former owner, operator, and sole shareholder of
Recovery Home Care Inc. and Recovery Home Care Services Inc.; Dr. David Spellberg ($1.05 million) and Robert A.
Scappa, D.O. ($250,000), urologists with 21  Century Oncology LLC; and Ralph J. Cox III ($1 million), former chief
executive officer of Tuomey Healthcare System.

Recoveries in Whistleblower Suits

Of the $4.7 billion the government recovered in fiscal year 2016, $2.9 billion related to lawsuits filed under the qui tam
provisions of the False Claims Act.  During the same period, the government paid out $519 million to the individuals who
exposed fraud and false claims by filing a qui tam complaint.

The number of lawsuits filed under the qui tam provisions of the Act has grown significantly since 1986, with 702 qui tam
suits filed this past year – an average of 13.5 new cases every week.  The growing number of qui tam lawsuits, particularly
since 2009, has led to increased recoveries.  From January 2009 to the end of fiscal year 2016, the government recovered
nearly $24 billion in settlements and judgments related to qui tam suits and paid more than $4 billion in whistleblower
awards during the same period.

“The qui tam provisions provide a valuable incentive to industry insiders who are uniquely positioned to expose fraud and
false claims to come forward despite the risk to their careers,” said Principal Deputy Assistant Attorney General Mizer.
“This takes courage, for which they are justly rewarded under the Act.”
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In 1986, Senator Charles Grassley and Representative Howard Berman led the successful efforts in Congress to amend
the False Claims Act to, among other things, encourage whistleblowers to come forward with allegations of fraud.  In 2009,
Senator Patrick J. Leahy, along with Senator Grassley and Representative Berman, championed the Fraud Enforcement
and Recovery Act of 2009, which made additional improvements to the False Claims Act and its whistleblower provisions.
And in 2010, the passage of the Affordable Care Act provided additional inducements and protections for whistleblowers.

Mizer also expressed his deep appreciation for the many dedicated public servants who investigated and pursued these
cases – the attorneys, investigators, auditors, and other agency personnel throughout the Department’s Civil Division and
the U.S. Attorneys’ Offices, as well as the agency Offices of Inspector General, and the many federal and state agencies
that contributed to the Department’s recoveries this past fiscal year.

“The Department’s lawyers and staff, together with our law enforcement partners in federal and state governments, work
tirelessly and often overcome daunting challenges,” said Mizer. “Their efforts continue to pay for themselves many times
over, providing substantial benefits to the taxpayers.”

The government’s claims in the matters described above are allegations only; except where indicated, there has been no
determination of liability.  The numbers contained in this press release may differ slightly from the original press releases
due to accrued interest.
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