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Fraud and Abuse Webinette  
Presented by Casey Sanders 

 
This presentation takes a deeper look at fraud and abuse in participant-directed 

programs.  One of the most common requests we receive from programs is for more 
information about this topic.  Program administrators and participant-directed 
counselors always seem to want to know more about fraud and abuse and how to 
prevent it.  Many times it’s not that they believe this will be a widespread problem in 
their program, it’s that they feel anxiety that they will be held responsible if it happens.  
While administration and counselors are not responsible for fraud and abuse 
occurring, they are responsible for identifying and reporting it.  Fortunately there are 
many program design features that may reduce the likelihood of fraud and abuse 
occurring and if it is detected, the situation can be quickly identified and managed. 
Participant-directed programs should be designed in such a way that staff can easily 
identify, correct, and redirect any instances of fraud and abuse.  During this webinette 
we will look closely at fraud and abuse in both traditional and participant-directed 
programs and discuss recommended design features and strategies to prevent or 
reduce fraud and abuse in your program.   

 
What exactly is fraud and abuse?   We do not define terms in the narrow sense that 

most programs operate according to their legislative mandates.  We define these more 
in terms of appropriateness, and a sense of integrity and respect for the program.   

 
• Fraud is the intent to deceive.  This usually has a financial connotation.  For 

example, timesheets may be intentionally falsified by the participant and the 
worker to reflect hours that were not worked in order to increase payroll 
checks and split the overage.  Another example may be that the participant 
overstates the cost of an item purchased and keeps the additional 
reimbursement.   

• Abuse is an act of aggression by one person intended to inflict harm on 
another person. There are several types of abuse including physical, sexual, 
emotional and verbal abuse. For example an attendant might inappropriately 
push a participant to make them hurry.   

 
Other terms closely associated with fraud and abuse are neglect and exploitation. 
 

• Neglect is failing to provide services that are essential to the participant’s 
wellbeing.  This lack of attention may be intentional, careless or due to 
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inadequate experience, training or skill. For example, the worker may not 
properly feed or bath the participant or may intentionally stop coming to work 
when the participant is unable to use the telephone to call for additional help.   

• Exploitation is taking advantage of the participant, worker, or system by 
misusing finances, trust, or resources.  Exploitation of the participant can occur 
if the worker makes long distance phone calls on the participant’s phone or 
they steal money from the participant.  Exploitation of the worker may occur if 
the worker is asked to pay for their own gas when running errands for the 
participant.  An example of exploiting the system might be if an item is 
purchased with public funds and the participant then sells it for the profit. 

 
There are many myths associated with participant direction that lead people to 

believe fraud and abuse will be inevitable.  Some of the most common myths we hear 
are: 

• Participants do not have the ability to direct their own services, perform the 
responsibilities of an employer, or follow program rules and obligations. 

• Participants are vulnerable and will categorically be taken advantage of 
• Workers with traditional, formal training do a better job than directly hired 

workers trained by the participants.   
• Family members will not do quality work that a traditional agency worker does. 

 
Of course if these were true, there would be widespread fraud and abuse in 
participant direction.  But these myths are unfounded and have been proved untrue in 
a variety of studies.   
 

In our experience working with the participant-directed program, Cash & 
Counseling(C&C), there has been no evidence that participant direction leads to 
more fraud and abuse than the traditional system.  There were early concerns that 
participants might misuse their allowances or that participants might be exploited or 
abused by family members or hired workers.  Contrary to these predictions, however, 
while most C&C participants hired family members as their workers, there was 
virtually no fraud or abuse in the program.  Program evaluation results show that 
participants spend their allowances in the ways that the program intends—proving 
that they want to direct their own care and they can make participant direction work. 

Additional research on the C&C states found that built-in mechanisms were 
effective, and fraud and abuse were no major concern.  These built-in mechanisms 
included:   

• Bookkeeping or Financial Management Services (FMS)  to write checks to 
workers and pay taxes 

• Participant-Directed Counselors to help develop and approve cash plans and 
monitor participant well-being 
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• Representatives to help those participants who need and/or prefer assistance 
with employer tasks such as hiring and supervising workers 
 

Research found that instances of exploitation of participants were rare in the three 
C&C states.  Those that did occur were resolved.  In addition, C&C survey data 
indicated that C&C participants were less likely than those in agency services to report 
problems with their caregivers, such as neglecting them, being disrespectful, and 
taking things without asking.  Participants and caregivers provided additional 
information in focus groups and home interviews.  Consistent with C&C survey data, 
the interviews revealed no evidence of family caregivers who abused or neglected 
participants.  To the contrary, participants described closeness, loving care, and trust 
as part of the care they received.   

 
The research also addressed concern about worker issues.  Directly hired 

workers in C&C reported high levels of job satisfaction and did not suffer physical or 
emotional hardship beyond what might be expected for individuals providing care to 
relatives.  In addition to C&C, many Western European countries have also 
implemented participant-directed LTC in the public sector.  In these programs, too, 
concerns about fraud and abuse have not emerged as major deterrents to 
implementation in other countries.   

 
While research shows that fraud and abuse is not common, there is chance that 

it may happen, regardless of whether you work with a participant-directed or 
traditional program.  In our 15 years of working with participant direction, we have 
experienced very few, isolated cases.  Here are a few examples of fraud and abuse that 
you should be aware of so that you can quickly identify it in case a similar situation 
arises in your program:  

• Fraud and Abuse can occur when a participant dies.  In the traditional system 
we see this occurring when a person dies and the family does not report it to 
the Social Security Administration so they will continue to receive 
Supplemental Security Income.  In participant direction, the person may die 
and the family continues to submit timesheets and receive paychecks.   

• There are also instances where timesheets are simply falsified.  This results in 
the worker receiving payment for hours not worked.  In the traditional system 
this may happen when the agency worker comes to the participant’s home and 
rather than doing their assigned tasks, they take a nap or watch TV.  
Participants are often unwilling to report the worker’s behavior for fear of 
retaliation.  In participant-directed programs, the worker may pressure the 
participant into signing an inaccurate timesheet.  In other cases, the participant 
and worker may collaborate to submit an inaccurate timesheet together. 
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• Another rare, but possible scenario for either participant-directed or traditional 
programs is when a participant lets a worker have access to their finances and 
the worker takes money for themselves.  However this is less likely in a 
participant-directed program when the worker is a family member or friend, 
but may occasionally occur.   
 
So now that we know what fraud and abuse is, and how it might occur, how do 

we decrease the possibility that it occurs in your program?   Based on our work with 
participant-directed programs, we have identified five specific program design 
strategies that lead to successfully preventing, identifying and managing fraud and 
abuse.  These strategies include:  

 
1. Clearly identify participant roles and responsibilities 
2. Provide information and training 
3. Ensure Effective Supports are Available 
4. Conduct Monitoring Activities. 
5. Establish Effective Communication Paths 

 
The first strategy is to clearly identify participant roles and responsibilities:  The 

participant and their representative must have a clear understanding of their new roles 
and responsibilities and be willing to accept them. 

 
For the participant, these roles and responsibilities are first introduced during the 

enrollment phase.  It is at this stage that the participant, their representative, and the 
counselor will:  

• Discuss the operations of the program;  
• Explain the program’s available support systems and resources;  
• Establish reporting and documentation requirements;  
• Identify permissible and non-permissible services, goods, items or equipment;  
• Provide instruction on how to file for a hearing or appeal;  
• Define fraud and abuse and how to identify and report it;  
• And review the consequences of failing to comply with program standards and 

state and federal requirements.  Participants and representatives need to 
understand that by enrolling in a participant-directed program, they are now 
comparable to any other provider who accepts Medicaid (physician’s office, 
counselor, or therapist).   They have to comply with policy and if they don’t, 
the same consequences can be applied to them.  Consequences may include the 
potential for recoupment, disenrollment from the program, or even referral to 
law enforcement  

 



National Resource Center for Participant-Directed Services                                                              5 
 

When you’re presenting this information to the participant, it’s important to make 
sure they understand the seriousness of their responsibility without overwhelming or 
scaring them.  Providing clear examples of what is and isn’t considered fraudulent 
behavior can be helpful.  For example, some participants may think it is justifiable to 
pay their workers for hours not worked as a way of providing the worker with a 
bonus or vacation time.  Participants need to understand that falsifying timesheets is 
against program standards and considered fraud no matter what the intentions or 
rationalizations.  Since information during this time may be overwhelming, roles and 
responsibilities should be discussed during each visit and written materials left in the 
home for review at a later time.  When reviewing these new roles and responsibilities, 
the participant should be encouraged to ask clarifying questions to ensure they 
understand how the program operates.  

 
Some programs have found it helpful to create a checklist that reflects the specific 

topics talked about during the visits and check off each as it is discussed. This 
checklist then is signed by the counselor and the participant.  This checklist not only 
documents that important information has been conveyed and participants were 
provided an opportunity to ask questions, but it ensures that critical messages about 
the program are provided in a consist manner to all individuals.  If an issue of fraud 
and abuse arises later, the counselor can use this documentation to verify that 
materials about the program were discussed and written materials provided.  Many 
programs also require that the participant signs a Bill of Rights which clearly outlines 
their new roles and responsibilities. 
 

The next strategy is to provide information and training to participants, 
representatives, and workers.  Participants and representatives should receive training 
on how to successfully recruit, interview, and hire workers.  Often times there are 
workers that programs classify as “high risk” hires.  This may be a person who has a 
number of ex-employers or an inconsistent employment background.  Participants 
should be trained to help identify potential “high risk” hires.  For example, 
participants should be aware of important questions to ask the worker during their 
initial interview such as “Do you already have another job?  If so, how many hours do 
you work?”.  If the participant decides to hire a worker who already has a full-time 
job, this should be documented and flagged for monitoring as it could potentially lead 
to a higher “no-show” pattern or to neglect by the worker due to fatigue or 
inattention to critical care.   

 
Participants and representatives also need training on how to be an effective 

employer and supervisor.  There are some cases where the participant has trouble 
retaining workers.  These participants may need additional training and monitoring by 
the counselor to ensure they are properly handling the responsibility of being an 
employer.   This also includes training on hiring and managing a family member.  
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Sometimes there is pressure on the participant to hire family, so it is important to 
emphasize that participant direction is not a family employment program.  Sometimes 
it is not in the participant’s best interest to hire family.  The participant-directed 
counselor should have an open discussion with the participant to make sure they 
think through the consequences of hiring and managing a family member.  How will it 
change your relationship?  What happens if you are unsatisfied with their performance 
and want to dismiss them?   If the participant determines that they do in fact want to 
hire a family member, additional training and written material should be offered to 
make sure these new roles are understood.  Hired family members need to recognize 
that while they may be the participant’s family a lot of the time, when they are at work 
they are the employee.   

 
Training for workers can also help prevent fraud and abuse.  While general training 

such as CPR is often offered to workers, individualized training on the participant’s 
specific needs should also be available.  Counselors should have a list of possible 
training opportunities that the participant and worker could consider.  Perhaps a 
therapist or nursing consultant from a local home health agency can visit the home to 
conduct individualized training.  Certainly, a portion of the individual budget can be 
set-aside to pay for these services.  

 
The participant, representative, and worker should all receive training on 

completing paperwork and timesheets.  Not only is the timesheet important to ensure 
that the worker receives timely payment, but it’s important that timesheets are 
completed accurately to avoid fraudulent payments.  We recommend a program policy 
where participants and workers are required to sign every timesheet certifying that it is 
correct and not falsified.  Lastly, all parties should be trained on their states laws about 
fraud and abuse and mandatory reporting requirements.   

 
The third strategy is to ensure effective supports are available:  The two basic 

participant-directed support systems that serve to significantly reduce or eliminate 
fraud and abuse are 1) Participant-Directed Counselor and 2) Financial Management 
Services. 

 
The Participant Directed Counselor provides support and guidance to the 

participant, offers explanations and clarification, and links the participant and worker 
to available resources.  Not only does the PD Counselor provide support, but there 
also needs to be support in place for them.  Counselors are often apprehensive that 
participants are going to make mistakes and they will be held responsible.  People 
WILL make mistakes, but counselors are not responsible for participant’s mistakes.   
The participants have accepted their rights, risks, and responsibilities and they are 
obligated to follow the rules.  However, counselors are responsible for identifying and 
correcting mistakes.  Recommendations for counselors include: 
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• Follow your program’s risk mitigation policy.  All programs need a formal 
process for identifying and correcting fraud and abuse.  Programs also need 
policies where inappropriate use of program results in a corrective action plan.  
For example, in Florida if a participant receives three corrective actions plans 
they are asked to leave the program.   

• Document all participant interactions and observations. This will be helpful 
later if a problem arises or if another counselor is assigned.      

• Develop an Adequate Plan to Provide Services and Supports.  If the 
participant’s budget is not tailored to meet their needs, or is insufficient to meet 
their needs, there is a greater chance that expenditure decisions will be made 
that are outside the scope of the plan.  While we all realistically acknowledge 
the limitations of funding, identifying individual needs based on personal 
desires and preferences using a person-centered planning approach can 
significantly lead to the flexible use of resources. This approach allows us to 
use resources more wisely and can even extend resources. 

• Increase the monitoring efforts when there is an indication of high risk for 
fraud and abuse. 

• Once fraud and abuse has been indentified, if there is imminent harm, it should 
be reported immediately.   Otherwise, you should consider whether a potential 
intervention can be applied.  Is there an easy fix to the situation like a change of 
worker or designation of a representative? 

 
Financial Management Services (FMS) is another important form of support in 
participant direction.  FMS may be responsible for  

o Assisting with Managing Resources 
o Purchasing Goods & Services on Participant’s Behalf 
o Documenting and tracking expenditures 
o Processing Payroll Checks 
o Reporting and Withholding Payroll Taxes 

 
FMS plays a really critical role in detecting abuse, neglect, and exploitation.  They 

are an essential part of making sure things are going as intended.  They have the 
service plan and budget and are responsible for making sure timesheets and purchases 
comply with what’s listed in the budget.   They identify inconsistencies or outliers.  
For example they may notice frequent changes in workers which may be an indication 
something is wrong in the home.  A real example of an FMS identifying fraud 
happened in Rhode Island.  A participant hired her brother as her worker and the 
FMS quickly noticed that he was faxing his worker timesheets from Florida.  They 
became suspicious and after some investigating, they determined that he was living in 
Florida during the time he claimed to be caring for his sister in Rhode Island.  Once 
documentation was gathered, this case was referred to Medicaid Fraud. 
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The next strategy is Conduct Monitoring Activities.  Many think that when an 
individual elects to self-direct, the program’s oversight and monitoring responsibilities 
are reduced.  While there is a shift of responsibility from a traditional provider agency 
to the participant, the program’s responsibilities to the participant’s health and well-
being are not reduced.  Just as it is with most elements of participant direction, 
monitoring should be based on the individual’s circumstances rather than a schedule 
equally applied to all.  During the assessment of need and the application of the risk 
mitigation process, if an individual is exposed to high risk (for example has a history 
of abuse or neglect), has a history of questionable decision-making, is hiring a “high 
risk” worker, or is emotionally vulnerable, the level of monitoring will be more 
intense than a participant living with family where little to no potential for risks are 
identified.   

 
 If questionable activities are suspected, we recommend this activity is 

communicated to the all involved supports, which leads us to the final strategy, 
Establish Effective Communication Paths.  There needs to be communication 
between and among all supports- case managers, counselors, FMS, and other services 
providers such as a doctor or pharmacist.  Especially if the participant is receiving 
other services, it’s important that the entities communicate with each other because 
one may notice a problem that the other one doesn’t.  Open communication will help 
identify potentially negative situations.  If a different entity is performing the 
assessment it’s especially important they communicate well with the PD counselor. 

 
If any of these supports report a concern, the counselor needs to follow-up on 

it, apply appropriate interventions and provide documentation.  For example, the 
pharmacist may alert the counselor that essential medication is not being filled on a 
regular basis.  The counselor needs to follow-up with the participant to see if there a 
larger problem.   

 
We strongly recommend following- up with the participant immediately when 

there is any indication of fraud and abuse.  The goal is to quickly identify the issue so 
that it can be corrected before it turns into a serious problem.  Sometimes after 
investigating an issue, you’ll find that there is no fraud occurring.  For example, there 
was a counselor in Arkansas who noticed an employee was submitting timesheets for 
two participants at the same time.  She was positive it was fraud.  But after 
investigating she discovered that the employee was truly working 8 hours for two 
women who lived in the same complex.  She would spend her day going back and 
forth to both apartments.  When interviewing the participants, the counselor 
discovered they were both extremely happy with the situation and no fraud was 
occurring. 
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And finally, counselors and FMS need to know the appropriate reporting 
chains within their states.  For example, if there is a case of abuse or neglect that 
meets the state definition you may need to make a referral to adult protective services.  
If the participant had something stolen from them, you may need to contact the 
police.   

 
We know that fraud and abuse occurs in all publically funded programs 

including traditional home and community-based services.  We have been given no 
indications (through formal evaluations or anecdotal history) that program misuse is 
greater with participant direction than other service delivery methods, and in fact, 
fewer instances have been reported with participant direction. Building fraud and 
abuse prevention strategies into the basic, initial program design, and testing and 
adjusting their effectiveness, is one critical step that can ensure a successful 
participant-directed program.     

 
We hope this discussion on fraud and abuse has been beneficial to you.  While 

these issues and recommendations are based on the experiences of at least 15 states, it 
we would like to hear about your experiences.  It’s important to learn from each case, 
or potential case, of fraud and abuse.  Please email us at info@participantdirection.org 
to let us know how your program is advancing and if we may be of assistance to you.  
For additional resources on Fraud and Abuse, please see our webinette resource 
guide.   
 
 
 
 


