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Learning Objectives 

• Understand the mission of HHS/OIG 
 
• Recognize that drug diversion and health care fraud 

involve both controlled and non-controlled medications 
 
• Learn the common healthcare fraud/ drug diversion 

schemes and common methods how this is accomplished 
 
• Describe the various drugs frequently found in drug 

diversion/healthcare fraud schemes 
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Test Questions 

• Does HHS/OIG have oversight for controlled drugs, non-
controlled drugs, or both? 

 

• A pharmacist gives a local physician two tickets to next 
months playoff game in exchange for sending patients to 
her pharmacy.  This is an illegal _____?_____.   

 
• True or False?  Diversion can occur of both controlled and 

non-controlled drugs. 
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HHS Office of Inspector General: 
Background 

• Mission:  Protect the 
integrity HHS programs as 
well as the health and welfare 
of program beneficiaries 

• Fight fraud, waste, abuse in 
over 100 HHS programs  

• Largest Inspector General’s 
office in Federal Government 

• Office of Investigations 
performs criminal, civil and 
administrative enforcement 
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HHS Operating Divisions 

• Centers for Medicare & Medicaid Services (CMS) 
• Centers for Disease Control and Prevention (CDC) 
• Indian Health Services (IHS) 
• National Institutes of Health (NIH) 
• Substance Abuse & Mental Health Services Admin (SAMHSA) 
• Agency for Healthcare Research and Quality (AHRQ) 
• Food and Drug Administration (FDA) 
• Agency for Toxic Substances and Disease Registry (ATSDR) 
• Administration for Children and Families (ACF) 
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OIG Components 



Fighting Fraud is a  
Collaborative Effort 

• Tactical Diversion 
Squads (with DEA) 

• Strike Force Units (FBI 
on HEAT initiative) 

• With state, local LE 
• Support education of 

and provider 
community 

• Inform policy makers 
(HHS, Congress, 
Private Payers)  
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       Pharmaceutical Fraud:  Top OIG 
Enforcement Priority 
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Recent OIG Drug Reports 

• Prescribers with Questionable Patterns in Medicare 
Part D  
– 736 general care physicians identified 

• Retail Pharmacies with Questionable Part D Billing  
– Over 2600 pharmacies identified 

• Medicare Inappropriately Paid for Drugs Ordered by 
Individuals Without Prescribing Authority 
– Massage Therapists, Athletic Trainers, Home Repair Contractors, 

interpreters, dental hygienists, and transportation companies 

• Portfolio report on Part D & online portfolio of drug 
pricing and reimbursements  
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oig.hhs.gov 
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2015 Report:  Questionable Billing and 
Geographic Hotspots in Medicare Part D 
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2017 OIG Report:  Opioids in Medicare Part D:  
Concerns about Extreme Use  
and Questionable Prescribing  
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        Prescribers with 120+ mg average 
       daily morphine equivalent dose 
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2017 OIG Report Cont. 
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         Example:  Prescriber with 120+ mg avg  
    daily morphine equivalent dose 
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Jan. Feb. Mar. Apr. May Jun. Jul. 

Oxycodone 15 mg 
20-day supply 

Oxycodone 30 mg 

Oxycontin 30 mg 
30-day supply 

135 135 

270 270 270 270 

135 

270 270 

20-day supply 
 
25-day supply 

135 135 135 135 135 

Morphine equivalent milligrams per day 

One patient’s 
prescriptions 



Different Drug Jurisdictions 

• DEA: Controlled substance laws and regulations of the 
United States 

 
• HHS/OIG: Fraud and Diversion affecting Federal health 

care programs and their beneficiaries 
– Medicare, Medicaid, TRICARE 
– Controlled and Non-Controlled Substances 

LIMITED OFFICIAL USE ONLY 
DHHS/OIG 

 

18 



DEA & HHS/OIG Authority 
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Spending for Part D Drugs 2006-2016 
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       Why Divert Non-Controlled? 

• Controlled Drugs:  
– Diverted for recreational use 
– $100+B in societal costs 
 

• Non-Controlled Drugs:  
– High reimbursement – financial crime.  Not dispensed, just 

billed. 
• 94% Medicare Part D spending 

– Perceived lower risk 
– Mixed into street cocktails with opioids = POTENTIATORS 
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Potentiators 

• Drug recipes that aggregate drugs that in 
combination enhance the euphoria 

• May be another controlled drug but often are non-
controlled drugs (OIG purview) 

• Pushes patients over edge to respiratory 
arrest/death 

• Hundreds of potentiators in thousands of 
combinations 

• Large financial exposure to Medicare program 
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Trends in Abuse Methodologies 

• Finding vascular beds to absorb drugs and avoid 
liver “first pass” effect 

• Cold Water Extraction techniques 
• Parachuting 
• Plugging 
• Insufflation (snorting) 
• Vaporization/inhalation  
• Alkalinization (Adderall)   
• Transvaginal absorption (e.g. prometh/codeine) 
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Drug Blogs 

• Erowid.org 
• Bluelight.org 
• Drugs-Forum.com 
• Opiophile.org 
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Erowid.org 

LIMITED OFFICIAL USE ONLY 
DHHS/OIG 

25 



How to Prepare IV Opana 
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Sustiva (efavirenz) 
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Exploiting Human Chemistry 

• Alkalinize stomach with tums 
• Heat fentanyl patch in microwave 
• Rub fentanyl on wrists or put heat pad on arm 
• Rub isopropyl alcohol on buccal area 
• Wrap heating pad around fentanyl patch 
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Polypharmacy Cocktail 
Potentiators 

• Abilify + Seroquel Snort (“jailhouse heroin”) 
• Soma + Codeine (“Soma Coma”) 
• Gabapentin + oxycodone  
• Gabapentin + Seroquel Snort (Quell, Susi-Q) 
• Seroquel  + Zyprexa + Ativan + ETOH + Cocaine 
• HIV Protease Inhibitors + Percocet 
• Adderall + Albuterol + sleep deprivation 
• Meth + Ecstasy + Viagra (“Royal Flush”) 
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Basis for Many Pharmaceutical Frauds: 
KICKBACKS 

Anti-kickback Statute: 42 U.S.C. Section 1320a-7b(b) 
(1) Whoever knowingly and willfully solicits or receives any 

remuneration (including any kickback, bribe or rebate) directly or 
indirectly, overtly or covertly, in cash or in kind 

 
(A) in return for referring an individual to a person for the furnishing or 

arranging for  the furnishing of any item or service for which payment 
may be made in whole or in part under a Federal health care program, or  

(B) in return for purchasing, leasing, ordering, or arranging for or 
recommending purchasing, leasing, or ordering any good, facility, 
service, or item for which payment may be made in whole or in part 
under a Federal health care program,  

 
shall be guilty of a felony and upon conviction thereof, shall be fined not 
more than $25,000 or imprisoned for not more than five years, or both. 
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Kickback Examples 

• Pharmacy pays physician to write for expensive brand 
medications without regard for medical necessity 

• Pharmacy pays by pharmaceutical manufacturer to promote its 
drug with patients 

• Pharmacy receives dinners, cash, rebates and discounts from 
drug companies 

• Pharmacy hires “marketing firm” to hire recruiters to find 
patients and physicians to write for expensive compounding 
cream 

• Pharmacy pays physician a percent of insurance reimbursement 
to write scripts and send them to your pharmacy 

• Pharmacy pays government beneficiaries monetary incentives 
and gives discounts to fill prescriptions at its pharmacy 

• Pharmacist pays patient to surrender prescription 
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Drug sent back to pharmacy 
(billed, not dispensed) 

Drug Recycling Scheme  
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Pill Mill or  Fraudulent 
Provider 

Pharmacy 

Co-Conspirator Beneficiary 

“Capper” takes drug 
from beneficiary 

1) Drug sold 
on street 

2) Drug sent 
overseas 

Kickback 
payment 

3) Drug sent back to 
pharmacy (billed, not 
dispensed Rx 

Rx Filled 



Re-shelving of “dispensed” Drug 

• Over 200 pills 
jammed into a 90 
count bottle  
 

• (mixes lot numbers 
and expiration dates!) 
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    Part D Trends:  
Compounded Rx 



Exclusion Authorities 

• Social Security Act (Sections 1128 and 1156) 
• Approximately 3000 actions per year 
• Duration from 3 years to Permanent 
• 48% Based on Convictions 

– Health Care Fraud or other Program Related Offense,  
– Patient Abuse/Neglect,  
– Controlled Substance 

• Covers all Federal health care programs 
• Effect:  individual and employer cannot bill Federal health 

care programs 
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What To Do if you Suspect 
Fraud or Diversion Activity? 

• Use available databases to scrutinize 
scripts; including your state PDMP 
database 

• If receive a clearly fraudulent script, 
forged script, ID theft; engage law 
enforcement immediately 

• If you suspect a Medicare/Medicaid 
provider or beneficiary, contact HHS-
OIG 
– 800-HHS-TIPS or at  
– oig.hhs.gov/report-fraud 
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HHS-OIG Contact Info 

• Boston Regional Office:  (617) 565-2662 
 

• Christy Wells:  (202) 260 – 7073 
 christy.wells@oig.hhs.gov 
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