State False Claims Acts Can Help Curb Opioid Fund Fraud
By Kenneth Levine (September 22, 2025)

Significant fraud risks have been created by the over $50 billion in
nationwide opioid settlements currently flowing to states, counties
and towns, as demonstrated by a June audit finding and a July
legislative maneuver — both in New Jersey, and similarly reported
around the country.[1]

State versions of the federal False Claims Act, the statute designed to
incentivize whistleblowers to come forward with information to
combat fraud involving government funds, may be the most effective
vehicle for rooting out such misconduct. But to do so, states will have
to step into a role their federal counterparts usually play.
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Where government money goes, fraud often follows. An example is fraud in connection with
the billions of dollars in emergency financial assistance Congress allocated in 2020 for
Americans suffering the economic effects of the COVID-19 pandemic through the
Coronavirus Aid, Relief and Economic Security, or CARES, Act and the Paycheck Protection
Program.

According to an Aug. 11 U.S. Department of Justice press release announcing that the
founder of Blueacorn, a lender service provider, pled guilty to PPP-related fraud, the agency
has criminally prosecuted over 200 defendants and seized over $78 million in fraudulently
obtained PPP funds.[2]

Now, billions of dollars is flowing to states and localities from settlements of coordinated
opioid lawsuits against pharmaceutical manufacturers, distributors and pharmacy chains.

For example, in 2021, nationwide settlements totaling $26 billion were reached resolving
opioid litigation brought by states and localities against Johnson & Johnson, as well as the
pharmaceutical distributors McKesson, Cardinal Health and AmerisourceBergen.

In 2022, to settle claims for opioid injury, Walgreens Boots Alliance Inc. agreed to pay up to
$5.52 billion over 15 years, and CVS Health agreed to pay up to $4.90 billion over 10
years.[3]

And in June, 55 U.S. states and territories accepted a $7.4 billion deal with Purdue Pharma,
settling opioid injury claims against the company and its founders, the Sackler family.

Under the agreements, the states must use the settlement funds for programs that address
opioid addiction and treatment, and related harms, following a nonexhaustive list of
approved uses.

These guardrails were put into place in response to the administration of large tobacco
litigation settlement funds decades ago, of which more than $27 billion was distributed to
states without restriction. This led to widespread criticism that the money was mainly used
for general state budget support rather than for tobacco-related health issues.[4]

Early signs suggest that misuse of opioid settlement funds is emerging already.
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First, funds are flowing into an industry already rife with fraud. A 2024 report from the New
Jersey State Commission of Investigation, titled "The Dirty Business Behind Getting Clean,"
details the systematic fraudulent practices of treatment centers, sober living homes and
peer recovery coaches, both in New Jersey and nationwide.

Over the years and across the country, similar findings abound, including:

e Multiple actions in connection with the DOJ's sober homes initiative to combat fraud
in the industry;[5]

e A 2024 investigative report by the New York Times, "Fraud and Fakery at the
Country's Largest Chain of Methadone Clinics";[6]

e The Federal Trade Commission's June settlement resolving allegations that Evoke
Wellness LLC, Evoke Health Care Management LLC and its officers committed fraud
in providing substance use disorder treatment services;[7] and

e Findings in Shoshana Walter's 2025 book, "Rehab: An American Scandal," describing
how the substance abuse treatment system is not only broken but also exploits
patients while purporting to help them.[8]

Second, many states, counties and towns that oversee the disbursement use settlement
funds to fill budget gaps or pursue other unrelated agendas, rather than using the funds in
ways approved by the opioid settlement parameters.

Two recent news items illustrate this well.

In June, the New Jersey Gov. Phil Murphy and the Legislature directed $45 million from the
national opioid settlement funds to four hospitals in the state,[9] in an allocation that,
according to the New Jersey Attorney General Matthew Platkin,[10] appeared to violate the
terms of the settlement agreements.

Legislation to reverse the funding decision is how pending in the state Legislature.[11]

On July 8, the New Jersey Office of the State Comptroller issued an audit report that
provides yet another example of the way states and localities might misspend opioid
settlement funds.[12]

The audit report finds that the Township of Irvington, New Jersey, allegedly "wasted and
misspent over $632,000" to put on so-called opioid awareness day concerts, paid $368,500
to an Irvington employee without overseeing how the funds were used; and paid $200,000
for billboards and promotional materials mainly featuring Irvington's mayor.[13]

Similar stories are appearing across the country. Earlier this year, Arizona Attorney
General Kris Mayes publicly opposed the allocation $115 million in opioid settlement funds
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to the Arizona Department of Corrections as being out of compliance with the settlement
terms.[14] In July, it was reported that at least nine counties in West Virginia appeared to
improperly use their opioid settlement funds to fund their local jails.[15]

Even with the complicity of state or local governments, recipients of misallocated funds face
potential liability, since entities receiving settlement funds are obligated to spend the money
consistent with the terms of the settlement.

Given the large amount of money and the incentive to use it improperly, the scope of the

fraud has the potential to be large and broad. State auditors, like the New Jersey Office of
the State Comptroller, have an important role in ensuring that funds are spent properly —
but their bandwidth is limited.

Enter the FCA, which incentivizes private citizens, or relators, who know of fraud against the
government to file claims on the government's behalf, thereby identifying the fraud. The
government then has an opportunity to investigate the claims, and intervene and take over
the litigation.

Relators receive 15% to 30% of any government recovery, which can be millions of dollars.
In 2024, the federal government recovered $2.9 billion in federal FCA settlements and
judgments, with whistleblowers receiving more than $400 million as a reward.[16]

Since 1986, when the federal law was substantially modernized, the federal government has
recovered more than $78 billion.[17] Over the past few decades, the whistleblower statute
has proven highly effective at rooting out many types of fraud on the use of public funds,
particularly where the federal government spends the most, such as in Medicare and
Medicaid, and defense spending.

In addition to the criminal actions noted above, in 2024, the DOJ recovered more than $250
million resolving more than 250 FCA cases connected to pandemic relief spending fraud.[18]
In 2023, it recovered another $48.3 million resolving 270 additional FCA cases.[19]

The recoveries continue to roll in.[20] In February, DOJ Deputy Director Colin Huntley said
that the agency was still pursuing more than 700 fraud cases involving pandemic-era
programs.[21]

States with similar laws have also recovered hundreds of millions of dollars over the
years.[22]

The DOJ's use of the FCA to enlist whistleblowers to identify fraud in connection with the
PPP fraud could provide states with a model for rooting out similar fraud in connection with
the opioid settlement funds.

Particularly relevant are the large number of PPP fraud recoveries that were relatively small
— less than $1.5 million — and were uncovered by noninsiders who examined public data to
identify the fraud.[23]

State FCAs could play a similar role here, by encouraging people with inside knowledge, as
well as cyber-sleuths who analyze public data, to identify fraud and misuse of opioid
settlement funds. With many states publishing online data about how the states and
localities are spending the money,[24] there are multiple resources to help both insiders
and outside whistleblowers track down fraudulent use of funds.
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The most significant difference between FCA cases involving PPP fraud and those involving
opioid settlement funds, is that the first are being handled on the federal level by attorneys
at the DOJ, and the second must be handled on the state level by state attorneys general.
This could lead to inconsistent opioid fund oversight and enforcement across the country.

First, not all states have an FCA at their disposal. Of the nation's 50 states and
commonwealths, only 29, plus the District of Columbia and Puerto Rico, have enacted their
own FCAs.[25] Several large states, such as Ohio, Kentucky and Pennsylvania, are currently
missing out,[26] although FCA legislation is currently pending in Pennsylvania.[27]

Second, in some states — Louisiana, Michigan, New Hampshire, Texas and Washington —
the FCA is limited in scope to fraud in connection with Medicaid funds and may not cover
misuse of the opioid funds.[28] These states will not have the advantage of incentivizing
whistleblowers to come forward with cases of fraud. They will have to rely on other anti-
fraud statutes and take greater steps to police the use of the funds on their own.

Third, enforcement teams in many states with FCAs in their books are not sufficiently
staffed or sophisticated enough to handle numerous complex FCA cases. But just as the DQOJ
has allocated resources across the country to address the pandemic fraud, including
relatively small cases, states can do the same.

In states that have appropriate FCAs, attorneys general can consider proactive measures to
combat opioid settlement fraud, including establishing specialized units or task forces within
their offices focused specifically on opioid settlement oversight, similar to the way the DQOJ]
has addressed pandemic fraud.

In addition, just as states coordinated their efforts to go after manufacturers and
distributors of opioids, leading to this massive flood of money, these same states can now
create coordinated interstate enforcement to share intelligence and best practices for
combating fraud in connection with opioid settlement fund spending.

Conclusion

The opioid settlement funds represent an important and hard-won victory for states, and an
opportunity to address an ongoing tragedy. But without robust enforcement mechanisms,
there is a risk that these resources will be diverted away from their intended purpose. State
FCAs can play an important role by encouraging whistleblowers to come forward and
identify fraud in connection with fund spending. State attorneys general will need to step up
to support these cases, similar to the way in which the DOJ has been handling federal FCA
cases involving CARES Act and PPP fraud.

Kenneth S. Levine is counsel at Stone & Magnanini LLP. He formerly served as a deputy
attorney general and assistant section chief of the Government and Healthcare Fraud Unit in
the New Jersey Attorney General's Office.

The opinions expressed are those of the author(s) and do not necessarily reflect the views
of their employer, its clients, or Portfolio Media Inc., or any of its or their respective
affiliates. This article is for general information purposes and is not intended to be and
should not be taken as legal advice.
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