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Allegations were sade that some 213 to Pamilies with
Dependent Children (APDC; progras recipiests in Penasylvania
were obtaining duplicate bemefit payments by improperly claiaing
nonreceipt of original bemefit checks, Tequesting and obtaininc
replacesent checks, and then cashing Dotk clecks. Two sysiteas
are currently used in Pennsylvania to redece: the inciderce of
duplicate APDC payaents through issvance of replacesent checks:
the post office box systea--ia which checks are sent to a post
office bocx and recipiests suist appear, properly identify
thesselves, and sign a rece’pt-—-and the direct delivery
systen——in which checks are seat to participating banks where
recipients must appear, idontify theasslves, and sign a receipt.
Chester and lancaster Counties are takiag action:to reduce the
incidenze of dup.icate paysents throwgh adopting the -post. otﬁeo
box and direct delivery systeas, but replacesent checks are
still issued to recipients who receive the checks by mil. 2
review of salected AP™C cases ia Chester and lLancaster cautics
shoved that investigarions by the State Treasury Departsent
occurred long after replacesent checks were. issued. . Regardless
of the asount involved in individual cases, little collection of
duplicate paysents is occurring. Collection letters are not
being sent to all debtors on the sanually operated claiss
systes, and sany letters ssat to debtors oa the autosated claiss
systes have been returzed because of iancorrect addresses. There
are few, if any, duplicate payseat casss pending prosecution.
The Secretary of Health, Bducation, and FWelfare skhould reguire
sonitoring of Penasylvania®s activities is the area of duplicate
paysent recoupment and should provide the necessary technical
assistance for isproveseat actions. (ERS)



PPV PO SO O

HUMAN AESOURCES .".. ‘HE'.b‘ﬁ'b'
— bl T
B-164031(3) Rulation PoHic apgequa!

The Honorable Robert S. Walker
House nf Representatives
Dear Mr. Walker:

Your March 9, 1978, letter requested that ve review
certain matters related to some Aid to Pamilies with Depend-
ent Children (APDC) program recipients in Pennsylvania
obtaining duplicate benefit payments by improperly claiming
nonreceipt of original benefit checks, requesting and
.obtaining replacement checks, and then cashing both checks.
Some of these matters were expanded through a later discus-
sion with your cffice.

Our work included

--examining intoc the duplicate payment problem in
Chester and Lancaster Counties, including reviewing

selected AFDC case files; .

-—-jidentifying and evaluating the effectiveness of
existing State and county policies and practices
to prevent or reduce the incidence of the problem;

--ascertaining and evaluating the effectiveness of
(1) state and county policies and practices for State
inv:stigations of duplicate payment cases and (2)
policies and practices for prosecuting such cases and,
in the context of FPederal requirements, collection of
the overpayments at the Philadelphia and Dauphin area
claims settlement offices;

--determining accions by the Department of Health,
Education, and Welfare (HEW) to assist Pennsylvania
in dealing with the problem; and

--inquiring into the potential impact of the direct
delivery system for recipient benefits on reducing
duplicate benefit payments. :

HRD-79-2
(105047)
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FINDINGS

Pennsylvania mails semimonthly benefit checks to most
of its AFDC recipients. Por those claiming nonreceipc of
their State checks, counties issue replacement checks. A
duplicate payment occurs when a recipient improperly claims
nonreceipt of the State check, obtains a replacemen:, and
cashes both. - '

Two systems are currently used in Pennsylvania to reduce
the incidence of duplicate AFDC payments to recipients
repeatedly requesting replacement checks.

-~-The post office box system, under which checks
are sent from the State to a post office box under
the jurisdiction of the local welfare office and
recipients must appear at that office, properly
identify themselves, and sign a receipt for their
checks.

-=-The direct delivery system, under which checks are
sent from the State to participating banks where
recipients must appear, properly identifv themselves,
and sign a receipt when picking up their checks.

Chester County implemented the post cffice box system
in Coatesville in May 1976 and in West Chester in May 1977.
The number of replacement checks issued to recipients on
the system as well as to those receiving their checks by
mail decreased. Duplicate payments in Chester County, while
more numerous than in Lancaster County, represent only a
fraction of 1 percent of the volume of original State-issued
checks to its recipients.

. !

Lancaster County implemented the direct delivery system
in Lancaster in 1974. Since then, no replacement checks
have been issued to recipients on the system and those issued
to recipients receiving their checks by mail have decreased.
Duplicate payments in Lancaster County represent 2 minute
fraction of the volume of original State~issued checks to
its recipients. .

In August 1978, Chester County implemented the direct
delivery system in West Chester and wants to implement
it in Coatesville by December 1978 for AFDC recipients
who repeatedly request replacement checks whether pre-
viously on the post office box system or not. As in
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Lancaster County, however, Chester County's implementation
will not be countywide so that replacement checks representing
duplicate payments may still be provided to AFDC recipients
receiving State-issued benefit checks by mail. One of the
State's actions designed, in part, to further reduce the
incidence of duplicate payments, the.develc_ment of an auto-
mated client information system for all AFDC recipients in
Pennaylvania, is not scheduled to be operational until 1980.

Our review of selected AFDC cases. in Chester and Lan-
caster Counties showed that State Treasury Department inves-
tigations of the circumstances surrounding the claimed non-
receipt of the State-~issued checks occurred long after
replacement checks were issued. Requests for investigation
could not be accounted for and. investigations which concluded
that a duplicate paynent had been made did not always result
in the counties' referring the duplicate payments to area
claims settlement offices for collection and/or prosecution.
The counties were not maintaining control over the investi-
gation of each possible duplicate payment. According to
ciaims office officials, county referrals did not always
indicate whether a duplicate payment case was suspected
fraud or whether prior duplicate paymeant referrals on a
case had been made.

In accordance with current policy, an initial Treasury
investigation does not normally include a handwriting analysis
comparing the endorsement on the State-issued check to the
recipient's signature on the request for investigation.

_Little effort is made to contact a second endorser (bank

or local merchant) to establish whether the recipient had
cashed the check. Consequenrtly, cases need to be reinves-
tigated when other evidence surfaces that refutes the recip-
ient's initial claim that the endorsing signature on the
original check was forged. Treasury also closes cases because
recipients cannot be located or are off assistance.. When a
handwriting analysis has not been made to substantiate receipt
of a duplicate payment ir such cases, there is no basis to
refer them for collection/prosecution action.

Repeated replacement memoranda, designed to encourage
investigative priority by claims settlement offices to re-
peated replacement check recipients, have been ineffective.
Based on our sample of cases in Chester County, these memo-
randa were not prepared by the county in most instances
vhere warranted and, when prepared, were not =2lways complete.
The claims offices have not used the memoranda, including
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informing their investigators of the more severe cases to be
investigated. Effective use of the memoranda requires that
claims offices have handwriting analysis expertise, but one
clains office we visited did not possess the expertise and
the other does not use such recently obtained expertise for
that purpose. o

Regardless of the amount involved in individual cases,
little collection of duplicate payments is occurring. The
Philadelphia area claims settlement office has backlogs in
critical areas of its collection activity, such as purging
uncollectible claims, establishing and pursuing new clains,
and establishing better control over referrals received from
the counties. Consequently, duplicate payment referrals, those
classified as small claims (under $200 according to informal
policy) and those on which the criminal statute of limita-
tions has apparently expired, are deferred for later collec-
tion action. Many thousands of such referrals have been
merely filed away since 1974, with no claims having been
established and no collection action taken. The Philadelphia
office does not maintain a separate case file on each recipi-
ent for these deferred action referrals, so it cannot deter-
mine whether the informal $200 limit has been exceeded.

Collection letters are not being sent to all debtors on
the manually operated claims system; many collection letters
sent to debtors on the automated claims system are being re-
turned because of incorrect addresses, with little followup
for correction. Many claims are not on the automated system,
and both systems contain old claims.

Recoupment of duplicate payments by the counties through
reduction of assistance has not occurred because until
August 1978 State welfare policy provided that recoupnent
would always result in undue hardship if the ascistance pay- -
-ment is the only resource, even though State law requires
that such a determination be made on a case-by-case basis.
Basic data on recipients showing available income or resources
other than aid from which to attempt recoupment of overpay-
ments has not been used by counties for that purpose nor
conveyed to the claims offices to attempt recovery of prior
claims.

There are few, if any, duplicate payment cases pending
prosecution at the claims offices we reviewed. The
Philadelphia claims office has not prosecuted a case since
1976. According to its officials, prosecutions in the past
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have resulted in few sentences, and fines, when imposed,
have been waived if the duplicate aid is repaid. These
officials said, however, that they are unable to monitor
court-ordered collections, determine whether to file con-
tempt charges for nonpayment, or make collections in such
cases, as the courts have tequested due to lack of staff.

. A 4~year criminal statute of limitations specifically
for" ptosecutan welfare fraud has not been used to its full
effect at the Philadelphia claims office, in that cases were
not considered for prosecution because they were classified
as "statute expired™ due to a reliance on a general 2-year
statute of limitations for criminal offenses. Umcertainty
on the appropriate statute to apply to cases on zand was
evident at other claims offices.

‘Qur detailed findings and telated information are dis-
cussed in enclosure I.

CONCLUSIONS

Chester and Lancaster Counties have taken and are taking
action to reduce the incidence of duplicate payments through
adopting the post office box and direct delivery systems for
providing assistance to some AFPDC recipients. However, re-
placement checks can still be issued to recipients who con-
tinue to receive their State-issued checks by mail and may
represent duplicate payments.

Pennsylvania is developing a comprehensive automated
client information system which should, when implemented,
reduce the incidence of duplicate AFDC payments. The
system, however, will not be fully operational until 1980.

In the meantime, Pennsylvania might take other actions
to reddce the duplicate payment problem and also more
effectively handle existing duplicate payment cases.
County control over the investigation of and reporting on
possible duplicate payments needs to be improved to ensure
that investigations are undertaken timely and that the
results are available for collection and/or prosecution
action.

Treasury investigations should be more thorough and
concentrate on the more severe (high dollar value) cases.
In our opinion, handwriting analysis should be an integral
part of all duplicate payment investigations.
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Preparing repeated.replacement memoranda: is an unneces-
sary burden on the counties unless they are used effectively
by the claims offices. Unless handwriting analysis exper-
tise is obtained or the information on the memoranda is
provided to investigators to enable concentrated attention
to the more severe cases, we helieve preparation of the
memoranda should be discontinued.

Collection and ptosecution efforts need to be reemphasized
to introduce the feeling to county and. other: officials that
the efforts of all parties are useful.. More active and
systematic action may deter future improper: requests for -
replacement checks and supplement State and county efforts
to control duplicate payments. 0ld and uncollectible claims
need to be purged to permit claims office staff to process
current and deferred action duplicate payment referrals from
the counties, transfer claims from the manual to the automated
system, and undertake other critical collection activities.

Because the conditions at the counties and claims offices
we visited resulted from failure to follow established policy
and informal or unclear policy direction, these same condi-
tions could exist at other offices. Accordingly, we believe
the State should consider any improvements on a statewide
basis.

We believe the problems with Pennsylvania‘'s collection
recovery effort could be improved if the Secretary of Health,
Education, and Welfare implemented a recommendation we made
in a recent report: 1/

“%* * * reyise HEW'S regulations to establish uniform
and comprehensive overpayment recovery policies in
the AFDC program for all types of overpayments,
including requirements for States to (1) maintain
information on the total number and amount of
overpayments involved and their disposition and (2)
establish a mechanism for assessing the effective-
ness of their overpayment recovery efforts. 1In
addition, we recommend that you direct the

1/Report to the Secretary of HEW on need for overpayment
recovery requirements in the AFDC program, HRD-78-117,
May 25, 1978.
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. Commissioner of SSA to .assist States in estab-
lishing an appropriate mechanism for monitoring
and evaluating the.adequacy and effectiveness
of their recovery efforts.and .to.periodically
review the Statn compliance with.the require~
ments establishet in the requlations.*

The . Pennsylvania Department of .Public Welfare could ad-
minister:the APDC program more:effectively-and.reduce dup-
licate benefit payments by the following actions.

-Require counties to prepare (1) an investiqative control
card for each replacement check issued and (2) com-
plete and accurate duplicate payment referrals in-
cluding indicated suspected fraud.

--Require -counties to either (1) use available wage

- and. unemployment compensation data tc attempt re-
couping duplicate payments from aid recipients or
(2) refer such data .to .area. claims settlement of-
fices so that collection of prior claims may be
pursued.

--Require counties to make and keep copies of cashed
replacement checks to enhance Treasury's investi-
- gation of potential duplicate payment cases.

--Work with the State Treasury so that (1) priority
will be given to investigating the more severe or
high dollar value duplicate payment cases and (2)
all availakle evidence, including a copy of the
State—-issued check, is made available to claims -
settlement offices to expedite their prosecution
efforts. More extensive use of handwriting analysis
should be considered by.Treasury in &all its dupli-
cate payment investigations; such capability should
also be acquired and used at claims offices if
the repeated replacement memoranda are to serve
any useful purpose. The continued need for these
memoranda should also be reevaluated.

-~-Require area claims settlement offices to give
greater emphasis to duplicate payment collectior
efforts, including purging old and uncollectible
claims, establishing and pursuing new claims,
transferring claims from the manual system to the
automated system, establishing better control
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over duplicate payment referrals receivad from the
counties, and establishing a recordkeeping system
to determine when the informally set. $200 limit
on deferred claims for each referred case-has. been
exceeded. As backlogs are reduced, the $200 lxmxt
should be eliminated. .

--Instruct the claims offices on the appropriate
statute of limitations applicable to.duplicate: - .
payment referrals on hand and -require them-to -- .-
timely reexamine those previously classified as
“gtatute expired” so that prosecutiou can. be con-’
sidered. L

HEW AND STATE AGENCY COMMENTS

We obtained State welfare agency comments on the matters
discussed in this report which are included as enclosure III.
We also cbtained informal HEW comments which expressed agree-
ment with our recommendations. The Pennsylvania welfare
agency disagreed with our recommendation :for HEW .monitoring
of its overpayment reccvery activities until HEW establishes
uniform and comprehensive recovery policies, generally dis-
agreed with our findings as not highlighting sufficiently
its actions to reduce the number of duplicate payments,
and did rot fully respond to our conclusions and suggestions
for additional action. 'Our evaluation of the HEW regional
and State agency comments is included as enclosure II.

RECOMMENDATION

We recommend that the Secretary of Health, EdQucation, .
and Welfare require the Social Security Administration's
Regional Commissioner of HEW Region III to monitor. Pennsyl-
vania activities in the above-cited areas and provide the
necessary technical assistance for improvement actions
wnich are undertaken.

A3 you know, section 236 of the Legislative Reorgani-
zation Act of 1970 requires the head of a Pederal agency
to submit a written statement on actions taken on our
recommendations to the Senate Committee on Governmental
Affairs and the House Committee on Government Operations
no later than 60 days after the date of the report and
to the House and Seiate Committees on Approvriations with

-

——————— e
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the agency's first request for appropriations made more
than 60 days after the  date of the report.

As arranged with your office, unless you publicly
announce its contents earlier, we plan no further dis-
tribution of this report until 30 days from the date of
the report. At that time we will send copies to the
Secretary of Health, Education, and Welfare to set in
motion section 236 requirements and to interested parties
and make copies available to others upon request.

Sincerely yours,

Enclosures - 3
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PENNSYLVANIA'S POLICIES AND PRACTICES

FOR INVESéIGATING‘ PROSECUTING AND
COLLECTING DUPLICATE AFDC BENEFIT PAYMENTS

THE AFDC PROGRAM AND
ORGANIZATIONAL RESPONSIBILITIES

APDC is one of the largest federally aided public assist-
ance programs. Administered by the States in cooperation
with the Department of Health, Education, and Welfare (HEW),
the program provides financial assistance to needy children
and their parents or relatives to encourage the care of de-
pendent children in their homes.

Pederal and State payments for AFDC during fiscal yeaz
1977 amounted to $10.2 billion, of which the Pederal share
was $5.5 billion, or 54 percsnt. The Pederal share varies
among States and ranged from 50 to 83 percent inm 1977. 1In
Pennsylvania the Department of Public Welfare establishes
eligibility criteria and other welfazre policies which it
applies through local boards of assistance ‘n the 67 coun-
ties. The cost of Pennsylvania's AFDC program during fiscal
year 1977 was $696.1 million, of which the Pederal share was
$385.6 million, or about 55 percent, and the State's share
was $310.5 million, or 45 percent. APFDC administrative costs
were $l.1 billion in fiscal year 1977, of which the Pederal
share was $550 million, or S0 percent. Pennsylvania's APDC
administrative cost was $8l.4 million during fiscal year 1977,
of which the Federal share was $40.7 million.

In Pennsylvania a county board of assistance requests
the State Treasury Department to investigate an AFDC case to
determine whether a recipient had received a duplicate pay-
sent where the recipient claims nonreceipt of the State-issued
check and the county issues a replacement check. After this
determination is made, the county is to refer such a case to
a State welfare agency claims settlement office for collection
and/or prosecution. -

PROGRAM POLICIES AND PROCEDURES

Each State muc~ submit a comprehensive plan to HEW,
describing the nati e and scope of its AFDC program and
stating that it wil administer the plan according to
Federal statutes anc regulations.

Péderél“regulhtidns (45 C.F.R. 235.110) tequité. in
part, that States establish and maintain (1) aethods and

1



criteria for identifying situations in which questions of
APDC program fraud may exist and (2) procedures coopera-
tively developed with State legal authorities for referring
to law enforcement officials situations in which there is
valid reason to suspect fraud. Pennsylvania's State plan
contains the Pederal regquirements for identifying and pur-
suing fraud cases. ’ _

Concerning recoupsent of overpayments, PFederal regula-
tions (45 C.P.R. 233.20(a)(12))(1)(A)(2)) provide, in part,
that a State may recoup prior overpayments caused by a recip-
ient!s willful withholding of information concerning his
income, resources, or other circumstances which may affect
the amount of paysent from current assistance grants irre-
spective of current income or resources. If they are made
from current assistance, the State shall. on a case-by-case
basis, limit the amount of the deduction without causing
undue hardship on the recipients (45 C.P.R. 233.20(a)(12)
(1)(C)(4)(£)).

Pennsylvania's welfare law was amended in 1976, in
part, to provide for overpayment recoupment from assistance
grants without causing undue hardship, but the amending
provision did not define undue hardship. This amendment
also established a 4~year criminal statute of limitations
specifically for pursuing welfare fraud. Previously such
fraud had been covered by the general 2-year statute of limi-
tations for criminal offenses

Although Pennsylvania‘’s current State plan provides for
recouping overpayments from current assistance without caus-
ing undue hardship, it also provides that undue hardship
alwvays exists wvhere a recipient.s only source of income is
the assistance grant and no recoupment will be attempted. The
State's welfare policy vas changed in August 1978 to provide
that recoupment will be made when the amcunt does not reduce
the grant below the recipients basic standard of living.
However, the policy did not define this standard or provide
any criteria for its application. The State plan has not yet
been amended to reflect this change in policy.

State welfare regulations provide guidelines for
identifying, investigating, coilecting, and/or prosecuting
duplicate APDC payment cases vhere fraud is suspected. Por
racipients who repeatecly request replacements for claimed
neiureceipt ¢f Scate—issued checks which have been mailed to
~hem--_ :ce within six payment periods, three times within
a vear or a verified duplicate payment received within the
.ast 3 years--rthe r=julations provide that the checks should
be issuea to the recipient in person and priority is to be
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given to investigating, collecting, and/or prosecuting such
cases. Pennsylvania uses two methods of issuing benefit
checks to recipients in person who have been identified as
tepeaters.

—The pcst office box system, under which checks are
sent from the State to a post office box under the
jurisdiction of the local welfare office and recip~
ients must appear at that office, properly identify
themselves, and sign a receipt for their checks.

—-The direct delivery system, under which checks are
sent from the State to participating banks where
recipients must appear, properly identify themselves,
and sign a receipt when picking up their checks.

PROBLEMS WITH DUPLICATE PAYMENTS

Pennsylvania issues AFDC checks to most recipients by
mail. A county may also issue a check when a recipient claims
immediate cash is necessary and the need is proven. Duplicate
payments occur vhen a recipient improperly claims on the re-
quest for investigation that the State~issued check was not
received and certifies benefits were not received from it,
the county issues a replacement check, and the recipient then
cashes both checks.

Upon issuing a replacement check, the county requests
Treasury to investigate the circumstances. surrounding the
presumably missing State-issued check. The investigation
is waived, however, if the State-issued check had been
redeposited (returned to the State uncashed). The county
is required to maintain control over the investigative
and.tepgrting<ptocess for each possible overpayment.

Duplicate payments in Chester
and Lancaster Counties

Chester County places the names of those recipients
repeatedly requesting replacement checks on the post office
box delivery system. The system was phased in at Coates-
ville in May 1976, and at West Chester in May 1977. As of
April 27, 1978, of the county's app:oxinately 3,500 AFDC .
cases, 114 were on the system.

Available information indicates that potential duplicate
AFDC payments have decreased since 1976. For the period October
through December 1977, 204 replacement checks were issued com—
pared to 371 for the same period in 1976. County officials told
us and our review of selected cases showed that few replacement
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checks have been issued to post office box system recipients.
Thus, Chester County is issuing replacement checks primarily to
recipients claiming nonreceipt of mailed State—issued checks.

Treasury data showed that, of 2,211 investigations of
State—-issued checks made at Chester County:s request during
calendar years 1975-77, 906 (or about 41 percent) resulted in
recipients: admitting receiving duplicate payments. During
the January through March 1978 period, Chester County issued
211 replacement checks; investigative requests. were made on
84 of them. On the basis of Treasury'!s duplicate payment proof
rate of 41 percent, we estimate that Treasury)s investigations
o. these 84 cases would reveal about 34 duplicate payments.

At an average replacement check for $147, these duplicate
payments would total about $5,000. We estimate that about
21,000 original State assistance checks were issued to Chester
County recipients during tne period. Accordingly, the prob—
able 34 duplicate payments represent only a fraction of 1 per-
cent of the volume of original checks issued.

Lancaster County has fewer duplicate payments than
Chester County, although each . has a comparable AFDC caseload.
The use of the direct delivery system only in the city of
Lancaster, which accounts for over one-half of the county:s
caseload, has resulted in no replacement checks being issued
to recipients on the system since 1974. Sixty-two percent of
the city‘'s caseload was on the system at April 1978. Thus,
Lancaster County is issuing replacement checks only to recip-
ients who claim nonreceipt of mailed State—-issued checks.

Treasury data showed that, of 366 investigations of re-
placement checks made at Lancaster County.s request during
calendar years 1975-77, 118 (or about 32 percent) resulted
in recipients® admitting receiving duplicate payments. Of
146 replacement checks issued by Lancaster County during the
period January through March 1978, 11 were forwarded to
Treasury for investigation. On the basis of Treasury.s dupli-
cate payment proof rate of 32 percent, we estimate that Treas-
ury investigations of these 1l cases would reveal about 4 du-
plicate payments. At an average replacement check for $147,
these duplicate payments would total about $588. We esti-
mate that about 18,000 original State assistance checks wvere
issued to Lancaster Couaty recipients during the pericod.
Accordingly, the probable 4 duplicate payments represent a
minute proportion of the volume of original checks issued.

Although the number of duplicate AFDC payments in Chester
and Lancaster Counties do not appear to be substantial, we
found that problems exist in the investigative, reporting,
referral, and claims settlement processes in handling
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potential and verified duplicate pa:ments. These ptoblems
and corrective actions taken and planred are discussed in
the following sections.;

Review of duplicate payment cases

To test the effectiveness and efficiency of the investi-
gative and claims referrzl processes in Chester County, in
May 1978 we reviewed 15 randomly selected post office box
system recipients who had received 89 replacement
checks before being put on the system but received only 1
check since then. Of the Treasury investigations on the 89
checks, 32 resulted in the recipients' admitting having
cashed the State-issued check. . Of the remaining 57 checks,
8 State~issued checks were redeposited, 2 were alleged
to have forged endorsements, 1 investigation was closed,
and 46 were shown as still under investigation.

On 1 of the 15 cases, the recipient had also received
assistance for several consecutive months from two counties.
Until our review Chester County was unaware of the duplicate
receipt of assistance although there was evidence of it in
the case file. Subsequently the county referred the case to
the area claims collection office for action. Also, a
Treasury investigative report documenting a duplicate pay-
ment in another case was received, but no referral to the
claims collection office had been made at the time of our
review. A Chester Coanty official said that, during a re-
cent case file review, other duplicate payment cases were
discovered where no action had been taken on Treasury re-
ports.

We also reviewed another case in which the recipient
had received 14 replacement checks before'being put on the
post office box system and 3 afterward. Available county
information indicated that the status of the State-issued
check was still under Treasury investigation in 15 of the
17 instances. Of the two remaining instances, the recipient
admitted to having cashed one of the State-issued checks;
the other had been redeposited.

We reviewed 3 of 16 cases to determine the status of 33
of the total of 61 State—-issued checks shown as still under
Treasury investigation. 1In 15 of the 33 instances, the reci-
pients admitted to having cashed the State-issued checks,
but the county had made no duplicate payment referrals
to the claims office at the time of our review. Of the re-
maining 18 instances, which county records indicated were
under Treasury investigation, Treasury had no record of an
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investigative request on 11 of them. Of these ll cases, we
reviewed 7 at the Jtate welfare agency's daata processing office
and found that 6 were listed as still under investigation.

To test the effectiveness and efficiency- of these pro-
cesses in Lancaster County, in May 1978 we reviewed nine
requests for Treasury investigation made during November and
December 1975, which county records showed were still being
investigated. We selected this early period because suffi-
cient time had elapsed for the investigations to have been
completed. Treasury records showed that six of the nine re-
quests had resulted in investigations being made and in two
cases thé checks had been redeposited; it had no record
of receiving the remaining request. Of the six investiga- }
tions, two had resultad in proof of duplicate payments and ;
notification to the county accordingly; however, Lancaster
County had not referred them to the area claims collection
office at the time of our review.

State welfare policy requires each county to prepare
and maintain a control card for each possible overpayment
from the time a Treasury investigation is requested until a
duplicate payment is referred to a.claims settlement office,
to serve as a means to control the investigative and report-
ing process. We noted that neither Chester County nor Lan-
caster County prepare or maintain these cards on possible
duplicate payments; therefore, the desired control was lost
on the cases we reviewed.

Current actions to prevent/
reduce duplicate payments

In August 1978 Chester County began phasing in the di-
rect delivery system at West Chester because it was con-
sidered the area with the greatest duplicate payment problem;
the county wants to phase in the direct delivery system by
the end of 1978 in Coatesville. However, as in Lancaster
County, the system will not be used countywide.

Direct delivery appears to be effective in reducing dup-
plicate payments. Lancaster County has not issued a replace-
ment check to any recipient on the system since it was im-
plemented in 1974. Bank officials who used the system said
that it was effective for this purpose. While we did not
make a cost-effectiveness evaluation of the direct delivery
system, a State welfare official estimated that since 1971
about $29.5 million has been saved from its use.
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INVESTIGATION AND REPORTING PROCESSES

Our review of Chester County cases showed long delays
between the time a recipient claimed nonreceipt of a State-
issued check and the time an investigation was made by the
Treasury. For 17 of 32 investigations completed (primarily
in 1976 and 1977), in 7 of these cases, nearly a year or
more elapsed between the claimed nonreceipt of the State-
issued check and the subsequent investigation, ranging from
4 to 30 months for all 32 investigations. A Treasury of-
ficial said that insufficient staff and untimely receipt of
the requests for investigation from the State welfare agency's
data processing group ‘through which county requests are pro-
cessed) contributed to the delays.

The number of cases pending investigation in Chester
County had decreased from more than 1,000 in 1976 to 425 at
May 1978. A Treasury agent said he is investigating requests
not more than a year old whereas they were up to 3 years old
the previous year. Lancaster County had only 43 cases pend-
ing investigation at May 1978, and the Treasury agent said
he is making investigations requested during January 1978.

A Treasury official stated that an automated investiga-
tive file being developed is intended to reduce the investi-
gative time. The system has the potential for accumulating
all investigative requests made on recipients so that they
may be investigated at ome time, and it will also generate
letters to recipients on the need to meet with the investi-
gating agent. The system was not operational at the time
of our review.

In its investigations of duplicate payments, Treasury
policy does not normally require either handwriting analy-
sis comparing the endorsing signature on the State-issued
check to the recipient's signature on the investigative
request or for the investigator to contact the second en-
dorser, such as a bank or merchant, for evidence of whether
the recipient had cashed the check. A Treasury official said
that lack of staff precludes going to the second endorser and
that Treasury has been advised by the State Police, who per-
form handwriting analyses on request, to keep its requests
to a minimunm.

As a result, cases need to be reinvestigated during the
State's attempts to collect duplicate payments from banks or
second endorsers. In one of the Chester County cases we re~
viewed, the second endorser filed suit in court alleging
that the recipient admitted to having cashed the checks in
11 instances in which the recipient had previously alleged
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to the Treasury agent that the check endorsements had been
forged. Bank and county officials expressed dissatisfaction
with Treasury duplicate payment investigatioans.

Treasury closes a case when the recipient cannot be lo-
cated or is off assistance and will not meet with the Treasury
agent so that it can be determined whether the check endorse-~
ment was forged. Treasury officials said incorrect addresses
are a problem in attempting to locate recipients. If no hand-
writing analysis has becon made, there is no basis for further
action on such a case, including collection or prosecution.

On another of our selected Chester County cases, an investi-
gation which was closed earlier was not reopened although
during a subsequently requested investigation, the recipient
admitted receiving duplicate payments. A State welfare
agency data processing official said that few investigations
are reopened once they have been closed.

Counties do not make and retain a copy of the replacement
check. A Treasury agent said his investigation would be
enhanced if the recipient could be confronted with the
endorsing signature on bc:h the State—issued and replacement
checks, which would constitute the best avallable evidence
of a potential duplicate payment.

CLAIMS SETTLEMENT PROCEDURES

A debtor is not considered finarcially able to pay if
he is receiving assistance and has no other resources or in-
come, according to the current State definition of undue hard-
ship. However, any resources such as wages or unemployment
compensation are subject to recovery action. Where such re-
sources are available, the county may recoup the duplicate
payment through grant reduction. If such resources are dis-
closed after the case is referred to a claims settlement of-
fice, claims personnel can collect through voluntary repay-
ment or civil court action, such as filing a lien or attach-
ment against the resources.

Upon referral of a duplicate payment case by a county,
a State welfare agency's claims settlement office is to com—~
pute the amount of the duplicate payment, establish a claim,
make collections on it, and initiate any necessary legal ac-
tion. During claims collection action, claims personnel are
to inform debtors that although they are ncw required to make
repayment while receiving assistance, voluntary repayments
will be accepted.

Collection efforts are to continue until the claim is
paid in full or 1t is determined that full payment cannot be
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obtained, when collection action is suspended. Claim nonpay-
ment does not affect eligibility for assistance. The county

is to immediately notify the claims office when it has reason
to believe that a liquid asset is available to make repayment.

Each claims settlement office is also to initiate prompt
prosecution action on suspected welfare fraud cases. Summary
or nonjury proceeding convictions for fraud of $300 or less
carry penalties of restitution and/or a fine of not more than
$200; in default of meeting these penalties, imprisonment not
to exceed 60 days. Convictions for fraud exceeding $300
carry penalties of a fine not to exceed $1,000 or imprison-
ment not to exceed 1 year or both, and restitution. A 4-year
criminal statute of limitations applies in prosecuting sus-
pected welfare fraud cases.

Lack of duplicate payment
refz>ral data -

Existing policy provides for assembling evidence on and
giving prompt consideration to collection/prosecution action
on duplicate payment referrals. Before July 1978 the Phila-
delphia area claims settlement office (which serves Chester
and other counties) did not know how many duplicate payment
referrals in any amount it had received, although officials
estimated there were thousands on hand dating back at least
to 1974. Although the office was to keep track of those
referrals of $200 or more since 1974, no data was avail-
able on the number of such referrals. The Philadelphia
office began keeping track of those $200 or more in July 1978 Y
as a result of our review.

The Dauphin area claimns settlement office, which serves
Lancaster and other counties, also had no data on the number
of duplicate payment referrals received over the years.

Action deferred on small claims

. In July 1974 claims settlement offices began following

an informal State welfare policy for processing duplicate pay-
ment referrals which provided that those under $200 would be
deferred for later collection and/or prosecution action.
Referrals-—-regardless of amount on which the statute of limi-
tations had expired--would also be deferred for later collec-
tion action.

A July 5, 1974, internal State welfare agency memorandum,
which set forth this policy, stated that all claims settlement
offices could handle about 10,000 overpayment referrals of all
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types annually, but were not staffed to handle the 40,000 re-
ceived during the 12 months ended June 30, 1974. According

to an official at the meeting during which the informal policy
was set forth, the decision not to formally issue the policy
to the counties was made so that recipients would not get the
impression they could commit fraud of under $200 and not be
required to repay or be prosecuted. .

Duplicate payment referrals deferred for later action
have not been subject to collection or prosecution attempts.
Philadelphia claims officials said they are unable to keep
up with the current workload, let alone deal with the thou-
sands of such cases already on hand. They estimated that
one-third of all referrals received contain only one dupli-
cate payment, probably always less than $200, so that action
on them is deferred.

The Dauphin claims office also follows the $200 limit
policy. However, the Dauphin office maintaing a case file
on each recipient referred so that it can identify cases
which accumulate duplicate payment referrals totaling more
than $200. The Philadelphia office does not maintain such
case files. Philadelphia claims officials said that prior
referrals on a case would be identified only if a subsequent
referral of over $200 was received, identified as suspected
fraud, and all indicated prior referrals had been submitted
by the county. They said that there have been some prob-
lems with these referrals being complete and accurate. A
Chester County welfare official said although improvement.
has been made in indicating suspected fraud on the refer-
rals, further improvement could be achieved if the referral
policy required fraud to be indicated on the form whenever
a replacement check was involved. .

Confusion over the applicable
statute of limitations

In September 1976 the Pehnsylvania Legislature passed
a bill establishing a 4-year statute of limitations specifi-
cally for prosecuting welfare fraud. The State welfare
agency's General Counsel interpreted that the effect of the
new statute of limitations for welfare fraud was to extend for
2 more years the period within which prosecution could be
pursued for cases which had not expired under the general
2-year criminal statute of limitations as of September 1976.
However, we noted that in June 1978 officials at the Phila-
delphia claims office were still applying the general 2-year
statute of limitations to duplicate payment cases referred
to them for prosecution which had not expired under the
2-year statute as of September 1976. The effect was that
prosecution was not considered in those cases because they

10
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were classified as "statute expired” due to reliance on the
general 2-year statute-of limitations. rather than the 4-year
statute of limitations enacted specificially for welfare
fraud. Officials at both the Dauphin claims office and
State claims headquarters were uncertain as to which statute
applied to such cases.

This reliance on the general 2-year criminal statute of
limitations has resulted in referrals receiving deferred
action for collection and no recommendation for prosecution.
A Philadelphia claims official estimated that the 2-year
statute had expired on 90 percent of the referrals received
in calendar year 1977 and that the other 10 percent were
probably cases less than $§200 each iz duplicate payments
so that all duplicate payment referrals were deferred for
later action, but no data was available. Under these circum-
stances, we did not attempt to determine the number of cases
involved or the potential collections lost.

Re eated re lacement :
memo:anaa not usEE -

A county is to prepare and forward to the area claims
settlement office a repeated replacement memorandum on a du-
plicate payment case when the2 second and any subsequent re-
placement check -is issued within an established time frame
to a recipient claiming nonreceipt of a State-issued check.
Upon receipt of the memorandum, the area claims office is to

--egstablish and maintain a record of this and any fu-
ture check replacements,

--obtain the recipient's original request for a Treasury
investigation of the missing check,

‘-=give top priority to investigating the reported
nonreceipt, and /

-—report the results of the investxgatxon to the county
for action on the case.

In addition, the claims office is to notify the county
if a client does not meet with a claims agent for a fact-
finding interview or refuses to give handwriting samples. 1In
these circumstances, a county is advised not to issue any re-
Placement checks until the client complies. Upon compliance,
the county is to be notified so that client eligibility for
future replacement checks can be determined, depending upon
whether fraud is suspected.

11
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Philadelphia claims officials said that repeated re~
placement memoranda are to receive investigative priority
because the Treasury investigation i3 to be waived and the
claims office is to make a handwriting analysis comparing the
endorsing s=ignature on the State-issued.check and the
recipient's signature on the request for investigation. The
Philadelphia zlaims office had no handwriting analysis ex-
pertise since 1976. Although that office hired a claims
agent with such expertise in January 1978, a claims offi-
cial said the agent is doing other settlement work and would
not ve assigned to suspected duplicate payment cases.

Cauphin claims officials said they had no handwrit-
ing andlysis expertise since 1976 and do not refer any cases
tc outside agencies because the agencies are too busy. "

The Philadelphia claims office has not logged in repeated
replacerent memoranda since 1976. A claims official estimated
that orf the more than 5,000 logged in and another 1,000 re~
ceived but not logged in up to that time, the 2-year statute
had expired on thousands which precluded prosecution. No
data was available on the number to which the 4-year statute
applied or of those on which collection had been pursued.

In our sample of Chester County duplicate payment cases,
repeated replacement memoranda had not been prepared. in most
instances where warranted; when they were prepared, the memo-
randa did not include all replacement checks which had been
issued. We noted that in one case with 26 replacement checks,
replacement memoranda identifying 20 checks had been prepared
and sent to the Philadelphia claims cffice, but the county
file had no evidence of prosecution. or collection action. A
Chester County official said that the memoranda are not pre-
pared because there is no evidence or feedback that the
Philadelph.1 claims office uses them.

Data available at the Dauphin claims office showed that
67 memoranda had been logged in during the 18 months ended
June 1977. Dauphin claims officials could not provide any
information on prosecution or collection action on these
cases; they believed the counties were not preparing and for-
warding such memoranda in all cases.

Duplicate payment referrals
not aEequate*y handled

We reviewed 7 of the 16 selected Chester County cases
and 1 of our sample of 9 Lancaster County cases having du-

plicate payment referrals to determine how the respective

claims offices had disposed of them. On the Chester County
cases, the Philadelphia claims office had classified some

12
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referrals as "statute expired” under the general 2-year criminal
statute of limjtations and on which claims were not estab- ~—
lished, others could nqgt be loczted, and some were deferred

for later action without a claim being established.

On one case, for example, three referrals totaling
$1,300 were classified as "statute expired” under the 2-year
statute, no claim was established, and collection action was
deferred. Although a claim had been established on the fcur
other referrals on this case, prosecution was not undertaken
because all four referralszs were classified as “"statute ex-
piced™ under the 2-year statute. However, a Philadelphia
claims official agreed that the 4-year statute of limi-
tations for prosecuting welfare fraud was applicable to most
of those referrals and said that prosecution would be recom-
mended on this case.

On the Lancaster case. the one referral was classified
as a small claim in accordance with policy and collection ac-
tion was deferred.

The time period from Treasury's investigation until a du-
plicate payment referral is made to the area claims office has
been lengthy. Twenty of the 32 referrals in these 7 Chester
County cases were prepared 6 months or more after Treasury's
investigation, with 8 prepared more than a year later.

Collection efforts are limited

Information was not readily available on the amount of
duplicate payments that are collected; Philadelphia claims
officials estimated that such collections on all their dupli-
cate payment claims amount to perhaps $25 monthly. A Chester

- County official said that he was unaware of any collections

made by the claima ‘office from Chester County recipients.

Dauphin claims officials had no available information on

~ duplicate payment collections and could not make an estimate.

!

The Philadelphia claims office is backlogg«d in virtu-
ally all phases of its collection activity: review of any
type of overpayment referral, computing and establishing
claims, interviewing recipienty and obtaining handwriting
samples, transferring manual claims to the automated system,
monitoring court-ordered collections and filing contempt
charges for nonpayment, followup when recipients go off aid,
and collection efforts under the manual and automated sys-
tems. Philadelphia claims officials said that other pri-
orities, such as pursuing child support collections and
other high payoff recoveries, and lack of staff keep them
from pursuing most AFDC overpayment collection activity.

13
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Philadelphia claims officials said they had about
36,000 active claims being handled manually rather than be-
ing on an automated system which generates collection let-
ters and maintains account balances. Manually prepared
collection letters are ‘sent only to overpayment cases
(1) of State employees, (2) in which prosecution has
not gone to trial, and (3) selected by the State Auditor
General for review in connection with quality control
sampling. None have been ser to others since at least
1977. We attempted to trace b9 of the ll4 Chester County
post office box system recipients for claims and found
that 12 had some type of claim on the automated system
and 2 oth=cs had some type of claim established on the
manual systeam. We found no evidence of claims established
on the remaining 55 cases. Referrals deferred for action
generally have had no claims computed.

Many Philadelphia claims office computer-generated
collection letters have been returned because of incor-
rect addresses. Philadelphia claims officials estimated
that of 4,000 letters mailed in 1977, half were returned
tor incorrect addresses and the cases were closed. Ac-
cording to claims officials, plans to refer these closed
cases to the State's Justice Department for action were
deferred because of the large number of such cases.

Dauphin claims officials said they recently eliminated
their backlogs and have established claims on all duplicate
payment referrals over $200, but had no available data on
collections.

Wage and unemployment compensation datz are not being
used by either the counties or claims offices to attempt
recovery of duplicate payments. The counties receive the
data, but do not inform claims offices that such resources
exist and do not use it themselves to attempt recoupment.
Our review of a portion of such data dated April 1978 and
covering the period April to June 1977 showed that one
Chester County recipient, who had previously admitted to
cashing a State-~issued chack and had taree investigations
open, had received earnings which he had not reported to
the county and on which no recoupment or collection action
had been taken.

Lack of prosecution efforts

According to a Philadelphia claims office official, pro-
secution of duplicate payment cases in Chester County have
not been made since 1976. This official said that the general

14



2-year criminal statute of limitations had expired on most
referrals received during 1977 or that they were small-claims
(under $200) and were deferred for later action; none of the
2,238 APDC overpayment cases approved for prosecution as of
May 1, 1978, were duplicate payments. Claims officials said
that vhen counties recommend prosecution, long delays in
obtaining a copy of a State-issued check from State files
have contributed to duplicate payment cases expiring under
the 2-year statute. (As discussed on pp. 10 and 11,

tgz new statute of linitations has not been used to its full
effect.)

Claims officials said prior success in prosecuting du-
plic=<: payment cases was due to Pederal Postal Inspector
staff making handwriting analyses to assist investigations
and the availability of claims staff to handle the cases
filed in court. One official said most of the claims staff
have been assigned to child support collections, employee
fraud, and other high payoff recoveries. Claims officials
estimated that about 170 duplicate payment APDC referrals
were received each month during 1977 on which no action will
be taken.

In the past, duplicate paymerit cases were prosecuted
in summary (nonjury) proceedings in the counties because
amounts were under $300. Pew, .f any, were prosecuted in
higher court. Claims officisls said summa.-y proceedings
rarely resulted in sentences, and fines, when imposed,
wvere waived provided repayments were made. These officials
said they are unable to monitor the courts' collection ac-
tivities, consider whether to file contempt charges for non-
payment, or make collections in such cases, as some courts
have requested, due to lack of staff.

Philadelphia claims office records of summary proceed=-
ings on referrals of Chester County APDC overpayments resulting
from all causes show little activity from January 1975 to
June 1978. During that period nine cases were closed with-
out prosecution hecause the statute had expired, and only
two criminal complaints were filed. It had 31 complaints
pending as of August 1976; the number was unchanged as of
April 1978. A claims agent said that as of April 1978, only
one duplicate payment case had been filed in court during
the lzcst year and a half. As discussed on page 10, the
?hiladelphia claims office does not maintain case files to
accunulate overpayment referrals so that civil court limits
for filing liens or attachrments of personal property could
be met or cases could be considered for prosecution in non-
summary proceedings with more severe penalties.

15
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Dauphin claims office officials did not know the number
of duplicate payment cases that had been prosecuted over the
years. A claims official said that few, if any, of the crim-
inal complaints that office had pending in court as of
June 30, 1978, included duplicate payment cases.

STATE ACTION TO REDUCE OR
PREVENT DUPLICATE PAYMENTS

Pennsylvania is taking action which should, if properly
implemented, reduce the number of or prevent duplicate AFDC

payments by
|

i-=-developing a proposed rule to govern issuing replace-~
ment checks to recipients on the direct delivery sys-
tem and : :

--establishing an automated client irformation systenm.

To formalize and strengthen controls over checks being
replaced to persons on the direct delivery system, the State
welfare agency plans to publish a notice for proposed rule~
making which would require some investigation before a re-
placement check was issued.

The client information system, to be partially funded
by the Pederal Govermment, will include a complete history
of all APDC recipients in Pennsylvania and provide on-line
access for the counties to query the computer on matters
such as the status of the original check before a replace-
ment check is issued. ' The system project manager said it
will track the number and frequency of replacement checks
issued on each case and will alert program officials to re-
cipients who exceed replacement criteria that will be devel-~-
oped. He said the recipient data bank is scheduled to be
developed in 1979 with most ¢ounties scheduled to be on-line
by early 1980.

HEW EFPFORTS TO REDUCE OR
PREVENT DUPLICATE PAYMENTS

As part of its efforts to assist the State in dealing
with duplicate payments, HEW shares with Pennsylvania the
casts of operating the direct delivery system. Also, in
1974 BEW published a description of the system in a pam-
phlet which has been made available to other States. During
fiscal year 1979 it plans to pilot-test the use of electronic
funds transfer which may have nationwide application.

16
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In its fiscal year 1979 budget justification, HEW
stated that the Social. Security Administration plans to im-
prove the administration of the AFDC program through in-
creased uniformity in. State AFDC programs. In a report to
the Secretary of HEW on the need for overpayment recovery
requirements in the APDC program (HRD-78-~117, May 25, 1978),
ve recommended that HEW revise its regulations to escablish
uniform-and compreherisive overpayment recovery policies for
all types of‘ovetpaylcnts. Thts reconnendation is in line
vith that HEW goal. . "'~ "~~~ » o
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‘GAO EVALUATION OF
HEW REGIONAL AND STATE AGENCY COMMENTS

HEW REGION

In commenting on the draft report, HEW's Regional Com-
missioner for Region III endorsed Pennsylvania‘'s steps to
correct what instances of duplicate payments there are and a
prior GAO recommendation incorporated in this report by refer-
ence (see pp. 6 and 7 of transmittal letter) which in part
recommended that HEW establish a mechanism for monitoring and
evaluating the adequacy and effectiveness of State AFDC over-
payment recovery efforts. The Regional Commissioner also noted,
regarding the other part of the prior GAO recammendation—-that
HEW establish the requirement for States to maintain informa-
tion on the total number and amount of AFDC overpayments in-
volved and their disposition--that while recent program in-
structions require the States to exclude the Pederal share
of all identified individual payments to ineligibles and
overpayments, these instructions do not seem to specifically
or adequately address the question of duplicate payments.

We reviewed the program instructions referred to and
agree with the Regional Commissioner's assessment. We be-
lieve that action taken by HEW on this prior GAO recommenda-
tion should specifically address AFDC overpayments resulting
from duplicate benefit payments of the type discussed in
this report. B

HEW regional officials agreed with our recommendation in-
this report that the Regional Commissioner monitor Pennsyl-
vania activities in the areas we cited as needing improvement
and provide the necessary technical assistance for improvement
actions which are undertaken.

-

STATE AGENCY

The Pennsylvania Department of Public Welfare commented
(see encl. 1II) that our report was critical of the system cur-
rently in effect for handling replacement checks issued to
AFDC recipients based on a review in two counties- where posi-
tive action had been taken to virtually eliminate the prob-
lems the report highlights. Further, the State agency felt

" we did not emphasize the most significant and effective ac-

tion it has taken to eliminate the replacement check prob-
lem: bank (direct) delivery of assistance checks. -

Our report is not critical of the “"system in effect for
handling replacement checks®” but rather points out those

18
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policies and procedures for handling possible duplicate pay-
ments that are in need of improvement, specifically effective
investigations of whether such checks represent duplicate
payments and, for those that do, timely and effective collec-
tion and/or prosecution action. Since Pennsylvania centrally
establishes and ernforces policies and procedures, the problems
we noted in two counties and two claims settlement offices are
likely to exist elsewhere in the.State.  The report does high-
liqht the effectiveness of direct delivety in Lancaster County
in reducing the number of replacement\checks and we: believe
that, when operational in Chester County, it should also have
a positive effect. However, as long as any AFDC recipient
receives benefit checks by mail, in Chester and Lancaster
Counties or elsewhere, the potential exists for the need for
replacement checks tp be issued for benefit checks claimed to
have not been received; a few of these ate.llkely to be dupli-
cate payments. .

The State agency said it is continually attempting to
expand use of the direct (bank) delivery system Statewide
depending on the availability and participation of the bank-
ing communities; where banking facilities are scarce, it plans
to expand the use of the post office box delivery system.
While State actions to reduce the number of replacement checks
should reduce the future number of possible duplicate pay-
ments, they have not resulted in improving the investigation,
collection and prosecution procesSes for handling those that
have occurred and will occur in the future.

Concerning the significant-backlogs of duplicate payment
cases awaiting action at the claims settlement offices, the
State attributed the problem primarily to a rapid inc.rease in
the numbers of cases received over the past several years
without a commer.surate increase in staff. The State cited
three major steps taken, apparently to address this problem:
(1) creating the Office of Program Accountability in January
1978 which consolidated the claims settlement, investigation,
audit and review functions under a Director reporting to the
State welfare department head, (2) revising the written claims
settlement procedures and (3) studying recommendations for
eliminating less cost-effective aspects of current claims
settlement responsibilities.

While these are positive steps which may lead to long-
range improvements in the collection process, we believe
they should be supplemented by the actions we proposed to
effectively deal with the short-term problems of the dupli-
cate payment referral backlogs which need to be timely
handled to maximize collections and minimize lost prosecu-
tion opportunztxes through tolling of the statute of limita-
tions.
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In addition, the State said that staff of the Office of
Program Accountability have been reviewing every aspect of
the overpayment (restitution) and collection processes; any
improving changes to departmental policies and procedures
will consider our proposals and any changes made will be im-
plemented Statewide.

Concerning our suggestion that counties be required to
prepare an investigative control card for each replacement
check issued, the State commented that its policy did not
intend that an investigative control card be prepared for
each issued replacement check. It said the administrative
complexity to prepare control cards at that time might out-
weigh the benefits of timely submission of referrals to the
claims settlement offices because one-half of the State-
issued checks for which replacements are issued are returned
uncashed and there ‘s then no need to prepare the card.

The agency stated it appeared more feasible to prepare the
card 6 weeks after the replacement check is issued, when it
has been determined that the original State-issued check w=s
cashed.

A potential duplicate payment is one type of possible
overpayment and State welfare policy requires that a control
card be prepared for each possible overpayment. We believe
the control card should be prepared at the time the replace-
ment check is issued because the-existing record system does
not readily permit determining, 6 weeks later, those replace-
ment check actions on which control cards ought to be pre-
pared. 1In our view, this action would provide greater assur-
ance that the needed control is established and should en-
hance, not impede, the timely referral of duplicate payment
cases to claims settlement offices. In those cases where the
State~issued check is returned uncashed, the control card
could be destroyed.

The State welfare agency said it is working with the
Office of Program Accountability and the State Treasury De-
partment to strengthen and improve every aspect of its sys-
tem and final changes will be the subject for training
appropriate staff. However, the State did not provide spe-
cifics on those aspects under joint review or any results.

Concerning the prior GAO recommendation (see pp. 6 and
7 of transmittal letter) that HEW develop and issue uniform
and comprehensive overpayment recovery policies in the AFDC
program, the State expressed support. The State disagreed
with the recommendation originating in this report that HEW
Region III monitor Pennsylvania activities and provide needed
technical assistance. The State believed no such monitoring
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should be done until Federal regulations have been developed
and prcmulgated and the monitoring would be applicable to all
States and that the technical assistance: would be welcomed
after HEW developed and issued recovery regqulations and stand-
ards.

. We believe such monitoring and technical assistance
should be currently provided on any State actions to reestab-
lish controls over possible duplicate payment investigations,
improve the quality of such investigations and improve the
timeliness and accuracy of referrals of duplicate payment
cases to claims settlement. State actions and HEW assistance
in these areas are not contingent on and-should not be delayed
until the issuance of comprehensive overpayment recovery pol-
icies, regulations, and standards.

.The Pennsylvania welfare agency believed that it is
ahead of other States in dealing with the duplicate check
issuance and recovery problems, particularly in its preven-
tive programs. The State agency also believed it is ahead of
other States in reviewing and strengthening its collection
procedures. While believing the success achieved has been

significant, the State agency recognizes more needs to be

done and-stated that it is currently addressing its collec¢c-
tion processes with vigor.

This report highlights the success Pennsylvania has
achieved in reducing the incidence of duplicate AFDC benefit
payments through use of the post office box and direct (bank)
delivery systems.. The report also points out areas in need
of improvement in the investigation, collection and prosecu-
tion of the duplicate payments that.do occur. We believe
timely and vigorous implementation of the actions we pro-
posed should result in achieving the needed improvements in
these processes.
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COMMOMSEALTN OF PENNSYLVAMA
DEPAATMENT OF PUBLIC WELFARE
HARMIBUNG 17120

° ;soun L HOOKER TELEPHONE
EPUTY SECAETAAY FOR
Ay ST ANCE October 10, 19/8 AREA COO% 717, 7833083

Mr. Gregory J. Ahart
Director
United States General Accounting otfice
Washington, D.C. 20548
i
Dear Mr. Ahart: ,

We have reviewed your draft report regarding duplicate AFDC
benefit payments. What follows is 2 preliminary respouse by the Office
of Family Assistance, Department of Public Welfare, to the findings in
your draft report.

Your report coutains findings and couclusions vhich are
critical of the system currently in effect for handling replacement
checks issued to Public Assistance recipients. Your criticisms are
based on a review of replacement check issuances. in two Pennsylvania
.counties (Chester and Lancaster) where we have taken positive action to
virtually eliminate the problems you highlight in the report.

Further, while your report critically emphasizes alleged
deficiencies in the issuance of replacement checks Statewide, it fails
to emphasize the most significant and effective action taken by this
Department to eliminate the replacement check problem; that is, bank
delivery of Public Assistance checks.

Based on infomtian similar to that contained :I.n yonr report,
the Department initiated bank delivery of Public Assistance checks in
Chester County in August of this year. This program has been in effect
in Laocaster County since 1974. However, your report fails to indicate
that efforts began in 1973 to emlist the participation of banks in the
Bank Delivery system and that this five year effort culminated in the
implementation of the Bank Delivery system in August 1978 in Chester
County. With the implementation of both the Bank Delivery and Post
Office Box Delivery systems, the duplicate check problem has been virtually
eliminated in Chester County. The only check replacements would be
those issued which trigger th mandatory safeguards specified above.

The presentation ia the Enclosure section of the report conveys
a mixture of data regarding duplicate payments which occurred prior to
the implementation of the safeguard systems and implies a countinuing
replacement/duplicate payment problem vhich no. longer exists in Chester
County.

22



e g g e =

ENCLOSURE III ENCLOSURE III

The implementation of the Bank Delivery system in Lancaster
County has also virtually elisminated a check replacemenc/duplicate
psyment problem there. On the bssis of your own dats and estimates, you
anticipate duplicate payments in possibly only four cases out of 18,000
issued checks over a three month period.

A running tabulation by the Department indicates that in
Lancascer County in the past four and one~-half years (Jsmusry 1974
through August 1978), 155,298 checks were issusd to Bank Delivery
clients with no. replacement checks being. issued...A total of 243,308
checks ware sailed to clients in Lancaster County over the same period
and 2,375 replacement chacks were issued. However, 76% of. thess 2,375
checks or 1,805 checks were returned by the Postal Service and redeposited.
Of the remaining 570 checks, approximately 50Z or 285 checks wers in
fact either lost or stolen vith forged endorsements (which are charged
back to the banks). Accordingly, only 285 checks represent duplicate
payments over a fifty-six moanth period or an sverage of five per month.
These cases are brought into the Bank Delivery system as repeated replacements
occur. This data reflects a dramatic and significantly effective
preventive system which should be highlighted rather than addressed by
saying "...replacement checks...have decrsased...”

Therefore, departmental efforts in both Lancaster and Chester
Counties reflect our continued drive since October 1971, vhen the check
replacement problem was addressed, to implement preventive seasures to
eliminate duplicate check issuance and save tax dollars. We currently
have 93,258 AFDC cases in 14 counties on the Bank Delivery system. This
represents 472 of our AFDC statewide caseload. Since 1971, we estimate
we hsve saved $29.5 aillion in tax dollars largely through the elimination
of replacement check issuances for Bank Delivery clients.

Our nationally acclaimed Bank Delivery system has been studied
by all of the other 49 states and Canada for possible implementation to
address the check replacement/duplicate issuance problem. In 1977,
I1linois adopted our system in toto and othsr states are in varying
stages of implementation. We, in Pennsylvania, are continually scriving
to expand the system statewide depending on the availsbility and participation
of the banking communitiss. We also plan to correspondingly expand the
Post Office Box Delivery system vhere banking facilities are scarce.
Accordingly, we would think it would be appropriate as part of your
recommendation for the United States Department of Health, Education and
Welfare to incorporate both the Bank Delivery and Post Office Box Delivery
programs into Federal regulations.

The difficulties facing the Bureau of Claim Settlement (BCS)
have arisen primarily from a rapid increase, over the past ssveral
years, in the worklcad of the Buresu, as measured by oumber of referrals.
The rapid increass, without a cossensurate increase in staff, led to an
increased load on each employse and the growth of a backlog. Unfortunately,
until just recently the Bureau did not receive the type of systeas

. evaluation necessary tc adjust to this much larger type of production

effort.
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We have taken three major steps:

First, in Jamuary of 1978 the Office of Program Accountability
(OPA) was created, bringing together the Bureaus of Claim Settlement,
Special Investigation, Internal Audit, and Field Review. 'This remcved
supervision of these activities from the program, to reflect the objectivity
of their work, permitted a fresh look at their methods of operation, and
gave the Buresaus greater visibility, vith the Director of OPA reporting
directly to the Secretary of the Department.

Second, the operating procedures of BCS have not been thoroughly
revised in several years, so that much curremt policy is not writtem or,
1f written, is not well-orgsnized. Because this lack of documentation
has barred mesningful systems analysis, BCS presently is doing a total
revamping of its written procedures.

Third, in light of the budgetary limitations on the capacity
of the Bureau of Claim Settlement to perform its enormous workload, as
referenced in the GAO report, in addition to improving operations. BCS
also is studying recommendations for possible elimination of less cost
effective aspects of its current responsibilities. o,

Since the reorganizatiom, the Director of the 0ffice of Program
Accountability and his top Claim Settlement mansgement staff have deen
reviewing every aspect of the overpayment (restitution) and collectiom.
processes. Many of the recommendations contained in your proposad
report will be considered in any chsnges to Departmsental policies and
procedures to improve the system. Any changes will be statewide as we
are well sware that the probleas are not localized.

Your recommendations further indicate a lack of capl:u
understanding of aany of our processes in the system:

(1) It is not present Departmental intent to require an
Overpayment Investigation Control Card, form PA 189-X, to be completed
for each issued replacement check. The Overpayment Investigation Control
Card, PA 189-X, is used as a control to unsure submission.of an overpayment
referral when a possible overpsyment is determined. It is not a control
over the entire investigatory process. Since approximately 50% of state
issued checks for which replacement checks are. issued are returned by
the Post 0ffice and redeposited, they do not all represent duplicate
payments. Accordingly, we are not certain, at this time, vhether the -
aduin{strative complexity of msintaining a control file for each replaceaent
check as a possible overpayment cutweighs the benefits to be achieved in
more timely submission of referrals to the Bureau of Claim Settlement.
It appears nore feasible to prepare a Zontrol Card six wesks after
submission of the replacement check vhen the Buresu of Data Processing
notifies the Counties of the checks returned by the Post Office which
have been redeposited.
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(2) The data exchange uldl the Jurats Af aployment Security
(BES) files on wage and unemploymest Canpenseciss Saga provides us with
stale~dated information (e.g., s six swatS 1ag). fTReefore, this information
cannot be used to automstically Crfgger recewpnsaRf, It can and should
be used as an indication of income Bt weuld reguire A determination of
the actual and current awailability of the rfemmiGe finr recoupaent
purposes. The County wowld 3lso nesd 29 msks # A By case determination
of "undue hardship”.

(3) We presently do not see amy alws¥dge fior the County to
photocopy County Disbursement replacessst checiils i anhance Treasury's
investigation. Treasury Departssns cmrestly seQfses & transcript of
all issued checks and the client’s sigmstuse £ ayymtly shown on the
Treasury Investigation Request, PA 207, sed im <l gese record on the
application forms.

Our Program Office ummmm of Program
Accountability and the Treasury Departuest 9 fRgpsien improve
every aspect of our systam. VWhes chenges are 40, om » 48 usual,
undertaks an intensive training sessies o emew-s complete understanding
by all County and Claim Settlemeat scaff.

Your propossd report recammagis thet i Ufited States Department
of Health, Education and Welfsre deweisy sad fewg gxsiforn and comprehensive
overpayaent policies in the AFDC prwgrss fer alll dypes of overpayments
and that HEW Region III sonitor cex activities Ay pmowide necessary
technical assiscance. We welcoms ywar recommewiinfion for Federal uniform
and coaprehensive recovery policies aall, a3 statey! gsxlier, would further
recommend that DHEW incorporste cur payvestive SPWame in any regulations.
We would also welcome technical sssistasce afoes JMEIN has developed and
issued the recovery regulations sni stasdsnis. %W 4» not agres that HEW
Region III should monitor our sctivfitiss wetil Fadwell regulations have -
been developed and promulgated sad monfizoring wsilf Sm aspplicable to- all
states.

We belisve, from discussfians with ocfes sgsees about their
duplicate check issuance and recovery probless, Zis¢ Pennsylvania is far
ahead in many areas such as our preventi.2 mograg. 7We believe we are
equally ahead in reviewing and stremgriening our sfifection procedures.
As we stated, we have besn aware of the msgnitwiie o€ che duplicate check
problem since 1970 and hawe been taiking signifficant steps to dramatically
and effectively address the problem sfure that 2dg, While we believe
our success has been sigmificant, we also recogaise cihat more needs to
be done. We have proven successful prwestive pOgrams snd we are
currently addressing our collectiom pruresses wiith ggmal vigor.

We trust these comments will He givers Theomgh and careful
consideration in drafting your fimel reporc.

As you directed, we are retwnxisg yomr 2@ ((10) copies of the
proposed draft report.

y yous,

¢

Thomas L. Hooler






