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utilizing quarterly financial reports because NYSDFA felt the ACF policy would have 
created an overly onerous administrative burden. We estimate that NYSDFA retained 
AFDC overpayment recoveries, totaling $67,186,214 (Federal share $33,593,107), which 
were collected by HRA during the period December 1, 1996 through September 30, 
2001. 

Recommendations 

We recommend that NYSDFA: 

1. 	 Refund $33,593,107 to the Federal Government. This amount represents 
the estimated Federal share of AFDC overpayments recovered by HRA 
during the period December 1, 1996 through September 30, 2001. 

2. 	 Take appropriate steps to ensure that the Federal share of AFDC 
overpayment recoveries, collected by HRA subsequent to 
September 30, 2001, are returned to the Federal Government in a timely 
manner. 

AUDITEE COMMENTS 

In comments dated February 12, 2002 (See Appendix B), NYSDFA officials indicated 
that they generally agreed with the findings in our report. However, NYSDFA raised two 
objections to the content of the report. First, NYSDFA felt the report did not adequately 
explain the State’s treatment of AFDC overpayment recoveries after the implementation 
of TANF. The NYSDFA requested that we indicate that, prior to the issuance of policy 
instructions by ACF on September 1, 2000, the State accounted for overpayment 
recoveries in accordance with AFDC program procedures prescribed by ACF. 

Second, NYSDFA requested that we remove the recommendation seeking amounts to be 
repaid to ACF for periods after September 30, 2001. The State officials asserted that 
identifying AFDC overpayment recoveries after September 30, 2001 would create an 
overly onerous administrative burden. The State officials further asserted that, based on 
the diminishing recoveries shown in our sample results, there would be limited utility in 
pursuing the identification of overpayment collections that are more than four years old. 

OIG RESPONSE 

We followed up with NYSDFA officials for clarification of their response to our first 
recommendation. The NYSDFA officials stated that they agreed to refund $33,593,107 
to the Federal Government. 

With respect to the State’s treatment of AFDC overpayment recoveries, both prior and 
subsequent to TANF, we added clarifying language to the report. 
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We did not remove the second recommendation from the audit report. In planning our 
audit, we searched for collections of AFDC overpayments that were recovered up to 
September 30, 2001, which was the last day of our fieldwork. We recognized that there 
were additional recoveries after that date but, in the interest of reporting our findings to 
ACF within a reasonable time frame, we did not search for them. Moreover, while we 
agree AFDC recovery amounts are diminishing, ACF policy instructions 
(ACF-PI-2000-2) make no provision for this. The policy instructions only reiterate that 
States are required to pursue AFDC overpayments that occurred prior to October 1, 1996 
and return the Federal share of recoveries to the Federal Government. The ACF would 
have to work with the State to efficiently resolve this matter. 

Finally, we appreciate the assistance of NYSDFA in performing this review. 
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9 	Met with representatives of NYSDFA to obtain an understanding of the process 
for returning the Federal share of AFDC overpayment recoveries to the Federal 
Government; 

9 	As part of our survey, we obtained quarterly expenditure reports and supporting 
books and records to verify that NYSDFA reported overpayment recoveries 
collected through November 30, 1996 as a reduction against future FFP. 
Therefore our audit period was December 1, 1996 to September 30, 2001; 

9 	Obtained a database, containing the universe of all NYC overpayments that 
occurred prior to October 1, 1996, from NYSDFA officials. We limited the scope 
of our review to overpayments that occurred prior to October 1, 1996 because, 
according to Section 116 of PRWORA, the entitlement to AFDC benefits ended 
on that date. Overpayments occurring after that date would be considered TANF 
overpayments, regardless of the date the State implemented TANF. The universe 
was extracted from the Welfare Management System (WMS), which is the 
database utilized by HRA to maintain eligibility and benefit payment information 
for all public assistance recipients. The universe consisted of 554,130 
overpayments for which HRA collected at least a partial recovery. However, this 
universe included overpayment recoveries from programs other than AFDC as 
well as overpayment recoveries, which had already been returned to the Federal 
Government. We refined the universe so that it only included 244,179 AFDC 
overpayments that occurred during the period January 1, 1990 to 
September 30, 1996. The universe contained the case number, balance owed, and 
total recovery to date; 

9 	Reviewed a randomly selected probe sample of 30 overpayment recoveries. This 
review provided us with reasonable assurance that the data in the refined universe 
was complete and accurate; 

9 	Used stratified random sampling techniques to select a sample of 305 
overpayment recoveries totaling $923,238. For each of the sample items, we 
calculated the Federal share of recoveries collected during the period 
December 1, 1996 to September 30, 2001. We used the lower limit at the 90 
percent confidence interval to estimate the Federal share of overpayment 
recoveries to be returned to the Federal Government. Appendix A contains the 
details of our sampling methodology. 

Our review was performed in accordance with generally accepted government auditing 
standards. We did not perform an in-depth review of the internal control structure of 
NYSDFA or HRA; however, we reviewed controls established by NYSDFA and HRA 
over the recovery and reporting of AFDC overpayments. Our fieldwork was performed 
during the period January 1, 2001 to September 30, 2001. 
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FINDINGS AND 
RECOMMENDATIONS 

Our review showed that NYSDFA did not return to the Federal Government the Federal 
share of AFDC overpayment recoveries collected by HRA after December 1, 1996. We 
estimate that NYSDFA retained AFDC overpayment recoveries, totaling $67,186,214 
(Federal share $33,593,107), which were collected by HRA during the period 
December 1, 1996 through September 30, 2001. 

Regulations at 45 CFR 233.20 required States to pursue recovery efforts until the full 
amount of the overpayment was collected. In addition, on September 1, 2000, ACF 
issued policy instructions (ACF-PI-2000-2) clarifying the proper treatment of AFDC 
overpayment recoveries. For overpayments that occurred after October 1, 1996, States 
were allowed to retain the Federal share of recoveries for use under the TANF program. 
For overpayments that occurred prior to October 1, 1996, States were required to return 
to the Federal Government the Federal share of recoveries, regardless of the fiscal year in 
which the recoveries were collected. 

The HRA was the local district agency in NYC responsible for determining eligibility 
and calculating monthly assistance under the AFDC program. In addition, HRA was 
responsible for maintaining eligibility and benefit payment information for all public 
assistance recipients on the WMS. Occasionally, individuals or families received AFDC 
benefits to which they were not entitled. These overpayments could have been caused by 
clerical errors within HRA or by recipients providing misinformation. For overpayments 
associated with cases where the recipient was still receiving financial assistance, HRA 
reduced future monthly benefits until the amount owed was recovered. This process was 
called recoupment. For overpayments associated with cases where the recipient was no 
longer receiving financial assistance, HRA attempted to contact the recipient and obtain a 
cash recovery. 

When an overpayment was identified, HRA established an overpayment file on the 
WMS. This file contained the case number, type of overpayment and balance owed. 
Recoveries, in the form of recoupments and cash collections, were also posted to the 
overpayment file. The HRA reported AFDC overpayment recoveries to NYSDFA on a 
monthly basis. The NYSDFA was responsible for returning to the Federal Government 
the Federal share of HRA’s AFDC overpayment recoveries. 

Prior to the implementation of TANF, the mechanism by which NYSDFA returned to the 
Federal Government the Federal share of AFDC overpayment recoveries was to report 
them on the ACF-231 quarterly expenditure report as a reduction against future Federal 
financial participation (FFP) in the AFDC program. During the survey phase of our 
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review, we verified that NYSDFA returned HRA overpayment recoveries collected for 

October and November 1996 via the ACF-231 quarterly expenditure report. 


When New York implemented its TANF program on December 2, 1996, the ACF-231 

was eliminated. Therefore, NYSDFA reported HRA overpayment recoveries on the 

ACF-196 quarterly financial report. Since this form was only intended to detail how 

funds were spent under TANF, the Federal share of HRA overpayment recoveries 

collected during the period December 1, 1996 to September 30, 2001 was not properly 

returned to the Federal Government. According to NYSDFA officials, since clear ACF 

policy instructions did not come out until September 1, 2000, they followed ACF 

program procedures by applying recoveries to the current TANF period benefit 

payments. Subsequent to September 1, 2000, they indicated that they continued to use 

the same AFDC program procedures because, in their opinion, complying with ACF 

issued policy instructions would have created an overly onerous administrative burden. 


Based upon our review, we determined that NYSDFA did not return to the Federal 

Government the Federal share of AFDC overpayment recoveries collected by HRA after 

December 1, 1996. To identify the Federal share of AFDC overpayment recoveries 

collected by HRA, we worked with NYSFDA officials to design a programming 

application of the overpayment files established on WMS. 


The programming application created a universe of 554,130 overpayments for which 

HRA collected at least a partial recovery. However, this universe included overpayment 

recoveries from programs other than AFDC as well as overpayment recoveries, which 

had already been returned to the Federal Government. We refined the universe so that it 

only included 244,179 AFDC overpayments, which occurred during the period 

January 1, 1990 to September 30, 1996. 


We used stratified random sampling techniques to select a sample of 305 overpayment 

recoveries totaling $923,238. For each of the sample items, we calculated the Federal 

share of recoveries collected during the period December 1, 1996 to September 30, 2001. 

We found that the Federal share of overpayments recovered during this period for the 305 

sample overpayments was $291,752. See Appendix A for detailed sample results. 


We estimate that NYSDFA retained AFDC overpayment recoveries, totaling between 

$67,186,214 (Federal share $33,593,107) and $80,348,358 (Federal share $40,174,179), 

which were collected by HRA during the period December 1, 1996 through 

September 30, 2001. The midpoint of the confidence interval amounted to $73,767,286 

(Federal share $36,883,643). The range shown has a 90 percent level of confidence with 

a sampling precision as a percentage of the midpoint of 8.92 percent. 
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Recommendations 

We recommend that NYSDFA: 

1. 	 Refund $33,593,107 to the Federal Government. This amount represents 
the estimated Federal share of AFDC overpayments recovered by HRA 
during the period December 1, 1996 through September 30, 2001. 

2. 	 Take appropriate steps to ensure that the Federal share of AFDC 
overpayment recoveries, collected by HRA subsequent to 
September 30, 2001, are returned to the Federal Government in a timely 
manner. 

AUDITEE COMMENTS 

In comments dated February 12, 2002 (See Appendix B), NYSDFA officials indicated 
that they generally agreed with the findings in our report. However, NYSDFA raised two 
objections to the content of the report. First, NYSDFA felt the report did not adequately 
explain the State’s treatment of AFDC overpayment recoveries after the implementation 
of TANF. The NYSDFA requested that we indicate that, prior to the issuance of policy 
instructions by ACF on September 1, 2000, the State accounted for overpayment 
recoveries in accordance with AFDC program procedures prescribed by ACF. 

Second, NYSDFA requested that we remove the recommendation seeking amounts to be 
repaid to ACF for periods after September 30, 2001. The State officials asserted that 
identifying AFDC overpayment recoveries after September 30, 2001 would create an 
overly onerous administrative burden. The State officials further asserted that, based on 
the diminishing recoveries shown in our sample results, there would be limited utility in 
pursuing the identification of overpayment collections that are more than four years old. 

OIG RESPONSE 

We followed up with NYSDFA officials for clarification of their response to our first 
recommendation. The NYSDFA officials stated that they agreed to refund $33,593,107 
to the Federal Government. 

With respect to the State’s treatment of AFDC overpayment recoveries, both prior and 
subsequent to TANF, we added clarifying language to the report. 

We did not remove the second recommendation from the audit report. In planning our 
audit, we searched for collections of AFDC overpayments that were recovered up to 
September 30, 2001, which was the last day of our fieldwork. We recognized that there 
were additional recoveries after that date but, in the interest of reporting our findings to 
ACF within a reasonable time frame, we did not search for them. Moreover, while we 
agree AFDC recovery amounts are diminishing, ACF policy instructions 
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(ACF-PI-2000-2) make no provision for this. The policy instructions only reiterate that 
States are required to pursue AFDC overpayments that occurred prior to October 1, 1996 
and return the Federal share of recoveries to the Federal Government. The ACF would 
have to work with the State to efficiently resolve this matter. 

Finally, we appreciate the assistance of NYSDFA in performing this review. 
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APPENDIX A 


 

Stratum 
Number 

Stratum 
Range 

1 $.01 to 
$499.99 

2 $500 to 
$1,599.99

3 $1,600 to 
$7,499.99

4 $7,500 and
greater 

Total -
STATISTICAL SAMPLING INFORMATION
Stratified Random Sample 

Population 
(# Of 

Recoveries) 

Population 
(Total Dollar 
Recoveries) 

Sample Size 
(# Of 

Recoveries) 

Sample Size 
(Total Dollar 
Recoveries) 

Sample Errors 
(# Of 

Recoveries) 

Sample Errors 
(Federal Share 

Dollars) 

163,030 $29,141,663 80 $13,470 57 $4,014 

 
59,698 $54,558,764 80 $71,457 64 $18,630 

 
21,386 $51,782,739 80 $198,784 75 $54,569 

 65 $639,527 65 $639,527 64 $214,539 

244,179 $136,122,693 305 $923,238 260 $291,752 

Projection of Sample Results 

(Precision At The 90 Percent Confidence Level) 


Upper Limit $40,174,179 
Point Estimate $36,883,643 
Lower Limit $33,593,107 
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Temporary Assistance for Needy Families (TANF). This new program was implemented 
by the State of Iowa on January 1, 1997. 

Under the former AFDC program, an individual recipient might, on occasion, receive a 
monthly Maintenance Assistance Payment in excess of the amount to which he or she 
was entitled.  The State Agency responsible for administering the AFDC program was 
then obligated to recover the overpayment from the recipient by means of a reduction in 
future payments to the recipient or by collecting a cash settlement. 

Federal regulations at 45 CFR 233.20 require States to continue efforts until the full 
amount of overpayment has been recovered. Although the AFDC program was repealed 
and replaced with TANF, the requirement to recover AFDC overpayments remained in 
effect. 

The ACF issued a Program Instruction (PI), Transmittal Number: TANF-ACF-PI-2000-2 
dated September 1, 2000. This PI stated that: 

For recoveries of former AFDC program overpayments made before 

October 1, 1996, States are required to repay to the Federal government the 

Federal share of these recoveries. These rules apply regardless of the fiscal year 

in which the recoveries are collected and received by the State. The Federal 

share of these recovered overpayments must be calculated by multiplying the total 

amount recovered by the Federal Medicaid Assistance Percentage (FMAP) rate 

in effect for the State during fiscal year 1996. States should not use the FMAP 

rate in effect during the year in which the overpayment occurred or the FMAP 

rate in effect during the year in which the recovery is made. 


OBJECTIVE, SCOPE AND METHODOLOGY 

Our review was conducted in accordance with generally accepted government auditing 
standards, except our review objectives did not require evaluation of the internal control 
structure. The objective of our review was to determine whether the State of Iowa has 
continued to properly identify, collect, and remit the Federal share of AFDC overpayment 
collections to the Federal government after the program was repealed. We examined 
supporting documentation for AFDC overpayments collected by the State of Iowa from 
October 1, 1996 through June 30, 2001. 

To achieve our objective, we reviewed applicable sections of TANF program instructions 
issued by the ACF and Federal regulations at 45 CFR 233.20. We researched the Cash 
Management Improvement Act - 31 CFR 205 to determine Federal requirements 
regarding interest on collections that were not remitted on a timely basis. 

We examined the Form ACF-231 for the period October 1 through December 31, 1996 
prepared by the State of Iowa. We considered other information provided to us, such as a 
document entitled “Correction 12-19-01 Breakdown of AFCD Overpayment Recoveries 
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(Iowa)”. A schedule of collections and remittances for the period October 1, 1996 
through June 30, 2001 is attached as Appendix A. 

Our fieldwork was performed at the offices of the DHS in Des Moines, Iowa during 
September 2001. 

FINDINGS AND RECOMMENDATIONS 

During the period October 1, 1996 through June 30, 2001, the DHS collected $2,446,314 
representing the Federal share of AFDC overpayment collections. Of that amount, 
$1,616,368 was applied to another program and $704,350 was returned to the ACF. An 
additional $125,596, collected between April and June 2000, was remitted in 
January 2002 as a result of our review. 

Therefore, we are recommending the DHS remit $1,616,368 to the ACF representing the 
Federal share of AFDC overpayments collected, but not remitted, during the period 
October 1, 1996 to June 30, 2001. We also recommend the DHS comply with TANF 
program instruction requirements to identify and remit the Federal share of all subsequent 
collections on a quarterly basis. 

OVERPAYMENT COLLECTIONS NOT REMITTED 

The DHS did not remit $1,616,368 for the Federal share of AFDC overpayments 
collected for the period October 1, 1996 to June 30, 2001. An additional remittance for 
$125,596 was made on January 7, 2002 for the Federal share of AFDC overpayment 
collections made during the period April 1, 2000 though June 30, 2000. This was more 
than eighteen months after the quarter ended. 

The Federal share of AFDC overpayment collections ($1,616,368) made by the DHS 
between December 1, 1996 and September 30, 1999 has not been remitted to the ACF as 
required. 

The ACF issued a Program Instruction (PI) TANF-ACF-PI-99-2 dated 
March 9, 1999, that states: 

Although the AFDC Program was repealed and replaced with the TANF 
Program, a number of AFDC overpayments remain outstanding, and the 
requirement to pursue and recover the remaining uncollected AFDC 
overpayments remains in place. 

In any quarter in which one or more of these overpayments are recovered, the 
Federal share must be returned to this agency with a check made payable to the 
U.S. Department of Health and Human Services.... 
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The ACF issued another PI, TANF-ACF-PI-2000-2 on September 1, 2000. In this PI, the 
ACF further refined and reiterated requirements regarding payment of the Federal share: 

States that have been diligent in tracking AFDC overpayment recoveries but have 
not returned all or any of the Federal share of such amounts recovered to ACF 
should remit the Federal share of the total accumulated amounts to ACF via 
check no later than October 31, 2000. 

Once States have become current with ACF with regard to past due remittances, 
checks should be submitted to ACF no less frequently than quarterly. 

Recommendations 

We are recommending the DHS remit $1,616,368 to the ACF representing the Federal 

share of AFDC overpayments collected, but not remitted for the period 

October 1, 1996 to June 30, 2001. We also recommend the DHS comply with TANF 

program instruction requirements to identify and remit the Federal share of all subsequent 

collections on a quarterly basis. 


Auditee Response 

The DHS disagreed with our findings and recommendations. The DHS response is 
summarized below, and included in its entirety as Appendix C. 

First, the DHS asserts that benefit reductions made during the first quarter of 1997 were 
properly reported on the ACF-231 form and that amount should not be included in our 
findings. 

Second, the State’s Family Investment Program (FIP) provided cash assistance to needy 
families on behalf of both the former AFDC program and the new TANF program. 
Collections of overpayments under both AFDC and TANF not otherwise remitted to 
HHS were applied to FIP, rather than to “another program”. 

Third, the DHS asserts that it effectively continued the same practices and procedures it 
had followed under the old AFDC program, and that approach was reasonable due to a 
lack of guidance by the ACF until March 9, 1999. Therefore, it was reasonable for the 
DHS to accumulate cash collections in a separate account from January 1, 1997 through 
June 30, 1998 and then transfer that amount to the TANF program. 

Fourth, the DHS contends that TANF-ACF-PI-99-2 was in effect only for recoveries 
made between March 9, 1996 and April 30, 2000 and that TANF-ACF-PI-99-2 (revised) 
was in effect from May 1, 2000 through August 31, 2000 because TANF-ACF-PI-2000-2 
did not have any retroactive application. Therefore, a payment made in January 2002 
totaling $125,596 should be returned to the DHS because it was for recoveries made 
between May 1, 2000 and August 31, 2000 when TANF-ACF-PI-99-2 (revised) was 
applicable. 
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Fifth, the DHS claims that according to TANF-ACF-PI-2000-2, AFDC overpayment 
collections made between October 1, 1996 and August 21, 1998 “could be accounted for 
through negative AFDC program grant awards…, by direct payment to HHS by check, or 
some combination of the two methods.” 

OIG Comments 

We concur with DHS that benefit reductions reported on the ACF-231 for the first quarter 
of 1997 should not be included in our findings. Since the DHS did not implement the 
TANF program until January 1997, benefit reductions for that period were properly 
applied to the AFDC program.  As a result, we have adjusted our findings by $51,967. 

We do not concur with the remainder of the DHS comments. The AFDC and TANF 
programs are different both statutorily and administratively. Funding for the two 
programs was provided utilizing different rates and those rates were based on different 
criteria. All overpayments made prior to October 1, 1996, but collected after that date, 
are required to use the 1996 FMAP rate in determining the Federal share of overpayment 
collections. 

The DHS asserts that it should be held harmless for recoveries made prior to March 1999 
because their treatment of those collections was reasonable since no guidance was issued 
prior to that date. The DHS also contends that it “was continuing the same practices and 
procedures allowed under the old AFDC program.” Records provided by the DHS 
indicate otherwise. First, instead of continuing to make quarterly payments for AFDC 
cash collections, they abruptly stopped making them when the TANF program was 
implemented on January 1, 1997. Second, they began accumulating these funds in a 
separate fund that was ultimately used to supplement the TANF block grant. 
Additionally, AFDC overpayment collections made in the form of benefit reductions 
were also applied to TANF. Those practices were not allowed under the old AFDC 
program. 

Additionally, TANF-ACF-PI-99-2 dated March 9, 1999 clearly instructed the DHS to 
remit the Federal share of overpayment collections for payments made on or before 
September 30, 1996. The Federal share was to be calculated using the 1996 FMAP rate 
and remitted by check on a quarterly basis. The DHS took no action in response to this 
PI. Instead, they continued to apply all AFDC overpayment collections to the TANF 
program. 

The DHS admits that it should have made payments for collections made between 
March 9, 1999 and September 30, 1999. For payments collected prior to March 9, they 
claim the instructions did not imply a retroactive date and that it was reasonable to 
assume the PI only covered payments collected after March 9. That instruction clearly 
indicated that AFDC overpayment collections for payments made on or before 
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September 30, 1996 “must” be returned to the agency. This applied to both cash 

collections and benefit reductions. Specific language regarding effective dates or 

retroactive treatment was not necessary. 


The DHS contends that it should be held harmless for collections made between 

May 1, 2000 and August 31, 2000 because TANF–ACF-PI-99-2 (revised) was in effect 

and they complied with those instructions. That revision and the original PI were both 

rescinded and replaced by TANF-ACF-PI-2000-2 dated September 1, 2000. This PI 

required the DHS to take the following action:


States that have been diligent in tracking AFDC overpayment recoveries but have not 
returned all or any of the Federal share of such amounts recovered to ACF should 
remit the Federal share of the total accumulated amounts to ACF via check no later 
than October 31, 2000. 

Again, these instructions were ignored. The DHS contends that this PI had no 
“retroactive application” since there was a statement that: 

Recoveries made prior to the date of this transmittal will be evaluated on reasonable 
interpretation of statutory requirements or any previous guidance provided by ACF. 

This PI clearly was retroactive because it rescinded and replaced the prior instructions. 
In addition, the PI requires the above action “…to ensure that the Federal share of all 
AFDC overpayment recoveries has been or is returned to ACF.” 

It is important to note that the DHS bases its argument on technical interpretations of the 
program instructions, yet their history shows no evidence of any intention to fully comply 
with any them. Furthermore, they rely on one PI that, were it not rescinded, was effective 
for only four months of the nearly five years the DHS has withheld payment. That PI 
was the only instruction of the three that did not require immediate repayment of the 
overpayment collections made by the DHS. 

The DHS further asserts that their late payment (January 7, 2002) for the second quarter 
FY 2000 collections totaling $125,596, should be returned since it followed the directions 
of TANF –ACF-PI-99-2 (revised) that was in effect at the time of the collections. Again, 
that PI was rescinded and they were instructed to return all overpayments collected by 
TANF-ACF-PI-2000-2. 

The DHS asserts that TANF-ACF-PI-2000-2 provides that AFDC overpayment 
collections  “could be accounted for through negative AFDC program grant awards…, 
by direct payment to HHS by check, or some combination of the two methods.” We can 
only surmise that the DHS is suggesting that negative grant awards are equivalent to 
applying benefit reductions to TANF. Regardless of the wording, that statement has no 
bearing on how the DHS has remitted payment to the ACF. No evidence was provided 
by DHS with regard to negative AFDC grant awards. Furthermore, the statement was 





Appendix A 

Schedule of Collections and Remittances 

Federal Share of AFDC Overpayments 


State of Iowa

Des Moines, Iowa


For the Period October 1, 1996 through June 30, 2001


Amount 
Quarter Collected 

FFY 97

Oct – Dec $ 123,217 

Jan – Mar 168,678

Apr – Jun 239,802 

Jul – Sep 131,895 


FFY 98

Oct – Dec 101,781 

Jan – Mar 176,721 

Apr – Jun 189,495 

Jul – Sep 124,869 


FFY 99

Oct – Dec 90,406 

Jan – Mar 183,935 

Apr – Jun 125,137 

Jul – Sep 83,649 


FFY 00

Oct – Dec 78,696 

Jan – Mar 132,3312


Apr – Jun 125,596 

Jul – Sep 70,1713


FFY 01

Oct – Dec 64,745 

Jan – Mar 139,584 

Apr – Jun 95,606

Totals $2,446,314 


Amount  Date Amount Not 
Remitted Remitted Remitted 

$ 123,217 1/30/971 

168,678 
239,802 
131,895 

101,781 
176,721 
189,495 
124,869 

90,406 
183,935 
125,137 

83,649 

78,696 3/29/00 
132,331 5/03/00 
125,596 1/07/02 

70,171 11/6/00 

64,745 1/4/01 
139,584 4/18/01 
95,606  7/17/01 _________ 

$829,946 $1,616,368 

1 Date shown on the form – not necessarily the actual date submitted. 
2 The amount collected was rounded up by $1 in order to match the amount remitted. 
3 The amount collected was rounded down by $1 in order to match the amount remitted. 
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Beginning in 1996, States were eligible to participate in a new program entitled 
Temporary Aid for Needy Families (TANF). This new program was implemented by the 
State of Missouri on December 1, 1996. 

Under the former AFDC program, an individual recipient might, on occasion, receive a 
monthly Maintenance Assistance Payment in excess of the amount to which he or she 
was entitled.  The State Agency responsible for administering the AFDC program was 
then obligated to recover the overpayment from the recipient by means of a reduction in 
future payments to the recipient or by collecting a cash settlement. 

Federal regulations at 45 CFR 233.20 require States to continue efforts until the full 
amount of overpayment has been recovered. Although the AFDC program was repealed 
and replaced with TANF, the requirement to recover AFDC overpayments remains in 
effect. 

The ACF issued a Program Instruction (PI), Transmittal Number: TANF-ACF-PI-2000-2 
dated September 1, 2000. This PI stated that: 

For recoveries of former AFDC program overpayments made before October 1, 
1996, States are required to repay to the Federal government the Federal share of 
these recoveries. These rules apply regardless of the fiscal year in which the 
recoveries are collected and received by the State. The Federal share of these 
recovered overpayments must be calculated by multiplying the total amount 
recovered by the Federal Medicaid Assistance Percentage (FMAP) rate in effect 
for the State during fiscal year 1996. States should not use the FMAP rate in 
effect during the year in which the overpayment occurred or the FMAP rate in 
effect during the year in which the recovery is made. 

OBJECTIVE, SCOPE AND METHODOLOGY 

Our review was conducted in accordance with generally accepted government auditing 
standards, except our review objectives did not require evaluation of the internal control 
structure. The objective of our review was to determine whether the DSS remitted the 
Federal share of AFDC overpayments to the Federal Government. We examined the 
supporting documentation for AFDC overpayments collected by the DSS from 
October 1, 1996 through October 31, 2001. 

To achieve our objective, we reviewed applicable sections of TANF Program Instructions 
issued by the ACF and Federal regulations at 45 CFR 233.20. We researched the Cash 
Management Improvement Act - 31 CFR 205 to determine Federal requirements 
regarding interest on collections that were not remitted on a timely basis. 

We examined the Form ACF-231 for the period October 1 through November 30, 1996 
prepared by the State of Missouri. We considered other information provided to us, such 
as AFDC receivables information as of October 31, 2001. Our fieldwork was performed 
at the offices of the DSS in Jefferson City, Missouri during September 2001. 



Page 3 – Ms. Denise Cross A-07-02-03014 

FINDINGS AND RECOMMENDATIONS 

We are recommending the DSS remit $3,193,331 to the ACF representing the Federal 

share of AFDC overpayments collected during the period January 1, 1997 to 

October 31, 2001. We also recommend the DSS comply with TANF program instruction 

requirements to identify and remit the Federal share of all subsequent collections on a 

quarterly basis. 


OVERPAYMENT COLLECTIONS NOT TIMELY REMITTED 

The DSS did not remit the Federal share of AFDC overpayments collected between 
January 1, 1997 and October 31, 2001. The Federal share of those collections 
($3,193,331) was instead applied to the TANF program. There were no program 
instructions or any other documentation provided that would allow the DSS to apply the 
Federal share of AFDC overpayment collections to a different program. 

In fact, the ACF issued a Program Instruction (PI) TANF-ACF-PI-99-2 dated 
March 9, 1999, that states: 

In any quarter in which one or more of these overpayments are recovered, the 
Federal share must be returned to this agency with a check made payable to the 
U.S. Department of Health and Human Services... . 

The ACF issued another PI, TANF-ACF-PI-2000-2 on September 1, 2000. In this PI, the 
ACF further refined and reiterated requirements regarding payment of the Federal share: 

States that have been diligent in tracking AFDC overpayment recoveries but have 
not returned all or any of the Federal share of such amounts recovered to ACF 
should remit the Federal share of the total accumulated amounts to ACF via 
check no later than October 31, 2000. 

Once States have become current with ACF with regard to past due remittances, 
checks should be submitted to ACF no less frequently than quarterly. 

RECOMMENDATIONS 

The DSS remitted $68,375 to the ACF for the Federal share of overpayment collections 
made during the first quarter of FFY 1997. We are recommending the DSS remit 
$3,193,331 to the ACF representing the Federal share of AFDC overpayments collected 
during the period January 1, 1997 through October 31, 2001. We also recommend the 
DSS comply with TANF program instruction requirements to identify and remit the 
Federal share of all subsequent collections on a quarterly basis. 
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AUDITEE RESPONSE 

The DSS did not concur with our findings and recommendations. Their comments are 
summarized below and included in their entirety as Appendix B. 

The DSS asserts that any repayment should be limited to collections made on or after the 
September 1, 2000 transmittal date for TANF-ACF-PI-2000-2. They also assert that 
there were “differing policy approaches” between the three program instructions issued 
by the ACF for overpayment collections and that their “approach was in full compliance” 
with TANF-ACF-PI-99-2 (Revised). 

The DSS further suggests that their approach was reasonable and allowable because both 
of the other PI’s state that “…recoveries made prior to the date of this transmittal will be 
evaluated on reasonable interpretation of statutory requirements or any previous 
guidance provided by ACF.” 

OIG COMMENTS 

Under the AFDC program, the DSS was required to report overpayment collections 
quarterly and remit that amount by check, negative grant awards or benefit offsets. That 
program was repealed and replaced by an entirely different program (TANF) funded by a 
block grant. Although the AFDC program was repealed, the requirement for returning 
overpayment collections remained in place. Therefore, in the absence of any ACF 
instructions allowing the DSS to apply AFDC overpayment collections to a different 
program, it was not reasonable to do so. 

We concur that the DSS was in compliance with TANF-ACF-PI-99-2 (Revised) for the 
very short time that PI was in effect. However, it would seem purely coincidental since 
they adopted their approach years before the PI was issued. Furthermore, the DSS made 
no effort to comply with either of the other two PI’s. 

The first PI issued, TANF-ACF-PI-99-2, very specifically instructed the States that: 

In any quarter in which one or more of these overpayments are recovered, the 
Federal share must be returned to this agency with a check… 

There was no provision in this PI for evaluation based on a “reasonable interpretation of 
statutory requirements or any previous guidance provided by ACF.” Had the DSS 
complied with the first PI, they would have reported and remitted all collections made 
between January 1, 1997 and May 1, 2000. 

Regardless, TANF-ACF-PI-2000-2 was issued by the ACF on September 1, 2000 and 
rescinded both of the prior PI’s issued for the treatment of AFDC overpayment 
collections. That PI clearly instructed the States to take one of the following actions 
based upon their situation: 
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Enclosures 

HHS Action Official: 

Ms. Linda Lewis 

Regional Administrator, Region VII 

601 East 12th Street, Room 276 

Kansas City, Missouri 64106 
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Under the former AFDC program, an individual recipient might, on occasion, receive a 
monthly maintenance assistance payment in excess of the amount to which he or she was 
entitled. The State Agency responsible for administering the AFDC program was then 
obligated to recover the overpayment from the recipient by means of a reduction in future 
payments to the recipient or by collecting a cash settlement. 

Federal regulations at 45 CFR 233.20 require States to continue efforts until the full 
amount of overpayment has been recovered. Although the AFDC program was repealed 
and replaced with TANF, the requirement to recover AFDC overpayments remained in 
effect. 

The ACF issued a Program Instruction (PI), Transmittal Number: TANF-ACF-PI-2000-2 
dated September 1, 2000. This PI stated that: 

For recoveries of former AFDC program overpayments made before 

October 1, 1996, States are required to repay to the Federal government the 

Federal share of these recoveries. These rules apply regardless of the fiscal year in 

which the recoveries are collected and received by the State. The Federal share of 

these recovered overpayments must be calculated by multiplying the total amount 

recovered by the Federal Medicaid Assistance Percentage (FMAP) rate in effect for 

the State during fiscal year 1996. States should not use the FMAP rate in effect 

during the year in which the overpayment occurred or the FMAP rate in effect 

during the year in which the recovery is made. 


OBJECTIVE, SCOPE AND METHODOLOGY 

Our review was conducted in accordance with generally accepted government auditing 
standards, except our review objectives did not require evaluation of the internal control 
structure. The objective of our review was to determine whether the State of Utah 
remitted the Federal share of AFDC overpayment collections to the Federal government 
after the program was repealed. We examined supporting documentation provided by the 
ORS for AFDC overpayments collected by the State of Utah from October 1, 1996 
through June 30, 2001. 

To achieve our objective, we reviewed applicable sections of program instructions issued 
by the ACF and Federal regulations at 45 CFR 233.20. We researched the Cash 
Management Improvement Act - 31 CFR 205 to determine Federal requirements 
regarding interest on collections that were not remitted on a timely basis. We 
interviewed personnel responsible for operations, support, and integrity of AFDC 
overpayments. 

We considered other information provided to us, such as warrants and payment vouchers 
supporting payments made to the ACF. A schedule of collections and payments made 
during the period October 1, 1996 through June 30, 2001 is attached as Appendix A. 
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Our fieldwork was performed at the offices of the ORS in Salt Lake City, Utah during 
September 2001. 

FINDINGS AND RECOMMENDATIONS 

The ORS properly remitted the Federal share of AFDC overpayments for the period 

July 1, 2000 through June 30, 2001. However, no payments were remitted for the 

Federal share of AFDC overpayments collected between October 1, 1996 and 

June 30, 2000. The Federal share of those collections ($1,419,200) was transferred from 

ORS to DWS, where it was applied to the TANF program. The ACF issued TANF-ACF-

PI-99-2, dated March 9, 1999, that states: 


In any quarter in which one or more of these overpayments are recovered, the 
Federal share must be returned to this agency with a check made payable to the 
U.S. Department of Health and Human Services... . 

The ACF issued another PI, TANF-ACF-PI-2000-2 on September 1, 2000. In this PI, the 
ACF further refined and reiterated requirements regarding payment of the Federal share: 

States that have been diligent in tracking AFDC overpayment recoveries but have 
not returned all or any of the Federal share of such amounts recovered to ACF 
should remit the Federal share of the total accumulated amounts to ACF via 
check no later than October 31, 2000. 

Once States have become current with ACF with regard to past due remittances, 
checks should be submitted to ACF no less frequently than quarterly. 

We are recommending the DWS remit $1,419,200 to the ACF representing the Federal 
share of AFDC overpayments collected during the period October 1, 1996 through June 
30, 2000. 

OVERPAYMENT COLLECTIONS NOT REMITTED 

The Federal share of collections made by the ORS between October 1, 1996 and 

June 30, 2001 totaled $1,594,285. However, the ORS did not submit payment for that 

amount to the ACF. Instead, $1,419,200 representing the Federal share of collections 

made between October 1, 1996 and June 30, 2000 was transferred to DWS and 

incorrectly applied to the TANF program.  The remaining $175,085 was properly 

remitted. 


RECOMMENDATION 

We recommend the DWS remit $1,419,200 to the ACF for the Federal share of AFDC 
overpayments collected between October 1, 1996 and June 30, 2000. 





Appendix A 

Schedule of Collections and Payments 

For the Federal Share of AFDC Overpayments 


State of Utah 

Salt Lake City, Utah 


For the Period October 1, 1996 through June 30, 2001 


Quarter 
Total 

Collections 
TANF 

Portion 
AFDC 
Portion 

Federal 
Share 

(AFDC) 

Federal 
Share 

Remitted 
Date 

Remitted 

FFY 97  692,470 31,857 660,613 483,635 

FFY 98  621,814 77,004 544,810 398,855 

FFY 99  557,986 95,560 462,426 338,542 

FFY 00 
Oct - Jun 379,563 108,879 270,684 198,168 
Jul - Sep 72,490 25,072 47,418 34,715 34,715 2/08/2001 

FFY 01 
Oct - Dec 79,762 26,554 53,208 38,953 38,953 2/08/2001 
Jan - Mar 116,888 47,991 68,897 50,440 50,440 5/09/2001 
Apr - Jun 101,437  31,805  69,632  50,977  50,977 7/10/2001 

Totals $2,622,410 $444,722 $2,177,688 $1,594,285 $175,085 
Remitted 175,085 

Not Remitted $1,419,200 






