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Office of Audit Services
1100 Commerce, Room 632
Dallas, TX 75242

July 17, 2002

» 4y
( DEPARTMENT OF HEALTH & HUMAN SERVICES Office of Inspector General
irre

Common Identification Number: A-06-02-00029

Mr. Howard H. Hendrick, Director
Oklahoma Department of Human Services
2400 N. Lincoln Boulevard, Room 115
Oklahoma City, OK 73105

Dear Mr. Hendrick:

Enclosed are two copies of the U.S. Department of Health and Human Services, Office of
Inspector General (OIG), Office of Audit Services’ (OAS) final report entitled “Review of
Oklahoma Department of Human Services’ Systems and Procedures for Recovering and
Refunding Overpayments Made Under the Aid to Families with Dependent Children Program.”
A copy of this report will be forwarded to the HHS action official noted below for review and
any action deemed necessary.

Final determination as to actions taken on all matters reported will be make by the HHS action
official. We request that you respond to the HHS action official within 30 days from the date of
this letter. Your response should present any comments or additional information that you
believe may have a bearing on the final determination.

In accordance with the principles of the Freedom of Information Act, 5 U.S.C. 552, as amended
by Public Law 104-231, OIG/OAS reports issued to the Department’s grantees and contractors
are made available to members of the press and general public to the extent information
contained therein is not subject to exemptions in the Act which the Department chooses to
exercise. (See 45 CFR part 5.) As such, within 10 business days after the final report is issued,
it will be posted on the World Wide Web at http://oig.hhs.gov.

To facilitate identification, please refer to Common Identification Number A-06-02-00029 in all
correspondence relating to this report.

Sincerely yours,

Yindom L

Gordon L. Sato
Regional Inspector General
for Audit Services

Enclosure — as stated



Direct Reply to HHS Action Official:

Mr. Leon R. McCowan

Regional Hub Director

Administration for Children and Families

U.S. Department of Health and Human Services
1301 Young Street, Room 914

Dallas, TX 75202
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The mission of the Office of Inspector General (OIG), as mandated by Public Law 95-452,
as amended, is to protect the integrity of the Department of Health and Human Services
(HHS) programs, as well as the health and welfare of beneficiaries served by those
programs. This statutory mission is carried out through a nationwide network of audits,
investigations, and inspections conducted by the following operating components:

Office of Audit Services

The OIG's Office of Audit Services (OAS) provides all auditing services for HHS, either by
conducting audits with its own audit resources or by overseeing audit work done by others.
Audits examine the performance of HHS programs and/or its grantees and contractors in
carrying out their respective responsibilities and are intended to provide independent
assessments of HHS programs and operations in order to reduce waste, abuse, and
mismanagement and to promote economy and efficiency throughout the Department.

Office of Evaluation and Inspections

The OIG's Office of Evaluation and Inspections (OEI) conducts short-term management and
program evaluations (called inspections) that focus on issues of concern to the Department,
the Congress, and the public. The findings and recommendations contained in the
inspections reports generate rapid, accurate, and up-to-date information on the efficiency,
vulnerability, and effectiveness of departmental programs.

Office of Investigations

The OIG's Office of Investigations (OI) conducts criminal, civil, and administrative
investigations of allegations of wrongdoing in HHS programs or to HHS beneficiaries and
of unjust enrichment by providers. The investigative efforts of OI lead to criminal
convictions, administrative sanctions, or civil monetary penalties. The OI also oversees
State Medicaid fraud control units, which investigate and prosecute fraud and patient abuse
in the Medicaid program.

Office of Counsel to the Inspector General

The Office of Counsel to the Inspector General (OCIG) provides general legal services to
OIG, rendering advice and opinions on HHS programs and operations and providing all
legal support in OIG's internal operations. The OCIG imposes program exclusions and civil
monetary penalties on health care providers and litigates those actions within the
Department. The OCIG also represents OIG in the global settlement of cases arising under
the Civil False Claims Act, develops and monitors corporate integrity agreements, develops
model compliance plans, renders advisory opinions on OIG sanctions to the health care
community, and issues fraud alerts and other industry guidance.
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Common Identification Number: A-06-02-00029

Mr. Howard H. Hendrick, Director
Oklahoma Department of Human Services
2400 N. Lincoln Boulevard, Room 115
Oklahoma City, OK 73105

Dear Mr. Hendrick:

This report provides you with the results of our review of Oklahoma Department of
Human Services (OKDHS) systems and procedures for recovering and refunding
overpayments made under the Aid to Families with Dependent Children (AFDC)
program. The objectives of the review were to determine whether OKDHS has systems
and procedures to: (1) properly identify, collect and report AFDC overpayment
recoveries, and (2) refund the correct amount of AFDC overpayment recoveries to the
Federal Government.

The OKDHS has systems to identify, collect and report overpayment recoveries.
However, OKDHS did not have a process in place to refund the Federal share of the
AFDC overpayment collections to the Federal Government.

An OKDHS analysis determined that from April 1, 1997 through March 31, 2002 a total
of $2.4 million ($1.6 million Federal Share) in AFDC overpayments had been recovered.
Of that amount, $1.1 million was from cash restitutions and $1.3 million was from
recoupments (reduction of benefits). We tested the OKDHS data used to determine the
AFDC overpayment recoveries and found it to be supported. The OKDHS is in the
process of refunding $1.6 million to the Federal Government, according to an OKDHS
official.

As a result, we recommended that OKDHS: (1) refund $1.6 million to the
Administration for Children and Families (ACF) in accordance with Federal
requirements, and (2) refund the Federal share of subsequent AFDC recoveries to ACF in
the form of a check at least quarterly.

In its response to our draft report, OKDHS concurred with the recommendations in the
draft report. The OKDHS also enclosed a copy of the check written to ACF to refund the
recommended $1.6 million in overpayments and a worksheet detailing its calculations.
The OKDHS stated it will calculate the same for future periods, refund the Federal share
on a quarterly basis and adjust any Federal reports. See Appendix for a complete copy of
the response.
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BACKGROUND

Title IV-A of the Social Security Act established the AFDC program to encourage the
care of dependent children of low-income families in their homes. In 1996, the Personal
Responsibility and Work Opportunity Reconciliation Act replaced the AFDC program
with the Temporary Assistance for Needy Families (TANF) program. The ACF provides
funding for and administers both programs.

Federal regulations for AFDC require States to collect overpayments until the full amount
has been recovered. Although the AFDC program was replaced by TANF, a number of
AFDC overpayments remain outstanding and State agencies are still obligated to pursue
and recover any uncollected amounts. The regulations also require that State agencies
maintain information on the individual and total number and amount of overpayments
identified and their disposition for current and former recipients.

For recoveries of AFDC overpayments made before October 1, 1996, Federal guidance
issued in September 2000, requires States to repay the Federal share of collected AFDC
overpayments by December 31, 2000 via check based on the Federal Medical Assistance
Percentage (FMAP) rate in effect for the State during fiscal year 1996.

States that had not been properly tracking recovery of AFDC overpayments made prior to
October 1, 1996 are to perform an analysis of their accounts receivable systems to
identify all recoveries made by recoupment and cash collections and pay the Federal
share of the recovered amounts to ACF via check by December 31, 2000. After a State
becomes current with remitting past due AFDC overpayment recoveries, it is required to
remit the Federal share of future AFDC recoveries to ACF via check no less frequently
than quarterly.

OBJECTIVES, SCOPE, AND METHODOLOGY

The objectives of the review were to determine whether OKDHS has systems and
procedures to: (1) properly identify, collect and report AFDC overpayment recoveries,
and (2) refund the correct amount of AFDC overpayment recoveries to the Federal
Government.

To accomplish our objectives, we:

e reviewed the policies and procedures established by OKDHS to identify and
recover overpayments;

e reviewed overpayment recovery transactions to determine whether OKDHS’
calculation of the total amount collected for overpayments made before
October 1, 1996 was supported; and

e interviewed OKDHS officials to determine if AFDC overpayment recoveries
were being refunded to the Federal Government.



Page 3 - Mr. Howard H. Hendrick, Director

Our review was performed in accordance with generally accepted government auditing
standards.

Our review of OKDHS’ internal controls was limited to obtaining an understanding of
the policies and procedures applicable to the identification, collection and reporting of
overpayments.

We performed our field work at the OKDHS in Oklahoma City, Oklahoma the week of
April 29, 2002.

RESULTS OF REVIEW

The OKDHS has not refunded AFDC overpayment recoveries in accordance with Federal
requirements. The OKDHS has systems in place to separately identify AFDC and TANF
overpayments. However, it allowed AFDC overpayment recoveries to be used to offset
TANF expenditures after the AFDC program ended on September 30, 1996.

Federal Requirements

Federal regulations for AFDC require States to collect overpayments until the full amount
has been recovered. For recoveries of AFDC overpayments made prior to October 1,
1996, Federal guidance requires States to analyze their accounts receivable systems to
identify all recoveries made either by recoupment or cash collections and repay the
Federal share of collected AFDC overpayments by December 31, 2000 via check based
on the FMAP rate in effect for the State during fiscal year 1996. After a State becomes
current with remitting past due AFDC overpayment recoveries, it is required to remit the
Federal share of future AFDC recoveries to ACF via check no less frequently than
quarterly.

OKDHS Accounts Receivable System

We sampled and reviewed selected transactions to evaluate the systems used by OKDHS
to identify, collect and report AFDC overpayment recoveries. These transactions were
overpayment recoveries that occurred after the AFDC program ended.

The AFDC overpayments recovered after the AFDC program ended were improperly
used to reduce TANF program expenditures instead of being refunded in accordance with
Federal requirements. The accounts receivable system identifies the amount of
overpayments, the period the overpayments occurred and the method to be used to
recover the overpayments. The system records the recovery of overpayments by cash
restitutions and recoupments (reductions of benefits). In addition, the system was
programmed to apply all AFDC overpayments to the TANF program. As a result,
overpayment recoveries identified in the accounts receivable system relating to these
programs were used to offset expenditures to the TANF program.
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OKDHS Analysis

At our request, the OKDHS completed an analysis of AFDC overpayments made prior to
October 1, 1996 and determined that from April 1, 1997 through March 31, 2002 a total
of $2.4 million ($1.6 million Federal Share) in AFDC overpayments had been recovered.
Of that amount, $1.1 million was from cash restitutions and $1.3 million was from
recoupments (reduction of benefits). We tested the OKDHS data used to determine the
AFDC overpayment recoveries and found it to be supported.

RECOMMENDATIONS
We recommend that OKDHS:

(1) refund $1.6 million to ACF via check in accordance with Federal
requirements; and

(2) refund the Federal share of subsequent AFDC recoveries to ACF in the form
of a check at least quarterly.

AUDITEE COMMENTS

In its response to our draft report, OKDHS concurred with the recommendations in the
draft report. The OKDHS also enclosed a copy of the check written to ACF to refund the
recommended $1.6 million in overpayments and a worksheet detailing its calculations.
The OKDHS stated it will calculate the same for future periods, refund the Federal share
on a quarterly basis and adjust any Federal reports. See Appendix for a complete copy of
the response.

Sincerely,

BN ¥ ks

Gordon L. Sato
Regional Inspector General
for Audit Services
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OKLAHOMA DEPARTMENT OF HUMAN SERVICES

Sequoyah Memorial Office Building
P.O. Box 25352
Oklahoma City, OK 73125-0352
(405) 521-3646 « www.okdhs.org

July 3, 2002

DHHS, Office of Inspector General
Office of Audit Services

Attn; Mark Ables

1100 Commerce, Room 632
Dallas, Texas 75242

Reference #: CIN A-06-02-00029

Mr. Ables:

OKLAHOMA

OKIDHES

We have reviewed your draft report entitled “Review of Oklahoma Department of
Human Services” Systems and Procedures for Recovering and Refunding
Overpayments Made Under the Aid to Families with Dependent Children Program™.

We agree with the facts and recommendations contained in your report. We have
enclosed a copy of the check written to DHHS, ACF to pay the collections and
recoupments from April 1, 1997 through March 31, 2002 and a copy of the
worksheet detailing the calculations. We will calculate the same for future periods
and reimburse the federal share on a quarterly basis. Federal reports affected by this

report will be adjusted.

If you have any questions please contact Stuart Kettner of my staff at

(405)-521-4344.
Best regards,

byt

Phil Motley, CFO
Finance Division

Oklahoma Department of Human Services

Enclosures - as stated
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Incidents After Incidents Prior
10/96 10/06
1997 Colleclions Recoupments Collections Recoupments
3rd Ctr 1,33554 59.00 7426501 14744151
4th Qtr 3,090.11 5,779.00 5636110  134,877.97
Total 4,425.65 6.738.00 13062611 28231948
1998
1st Qir 353311 12,312.00 5721686 124,380,090
2nd Ot 9,037.80 13,212.00 8382518  108,410.80
3rd Qtr 3,596.28 13,287.00 70,575.58 8321593
4th Qtr 8,085.21 13,166.00 58,779.34 84,084.00
Total~ 24,262.40 §1977.00  2/039696  410,080.52
1999
18t Qir 3,622.65 12,527.46 56,746.35 77.764.54
2nd Qtr 6,644.57 11,177.00 62,175.34 67.300.49
3rd Qtr 781374 10,427.00 6258850 54,863.00
4th Qr 547295 10,243.00 54,345.98 47,059.00
Total 23,5531 4437446 25586017 246,987.03
2000
18l Qtr 11,996.04 9,520.00 67,801.40 43,192.00
2nd Otr 8,617.80 8,450.00 83,730.10 39,143.00
3rd Qir ,184.81 6,864.00 50,166.73 33,585.00
4th Gir 10,750.43 7,230.00 40,296 80 33,135.00
Toltal  40,549.08 3207300 24199508  149,055.00
2001
18t QIr 6,250.87 7,764.00 3943546 33,092.00
2nd Qtr 1262793 6,695.00 46,538 92 31,281.00
3rd Qtr 714224 §,305.00 4933252  28,343.00
4th Qtr 11,187.15 6,964.00 3129820 .  28,840.00
Total 3721890 27,728.00 16685510  119,556.00
2002
18t Qitr 7,538.94 6,887.56 36,802.61 28273.44
2nd Qtr 11,610.03 6,709.00 30,454.73 25,268.00
3rd Qtr
4th Qtr
Total— 18,146.87 13,596.56 76,257.34 5154144
149,15500 17648702 1,141,790.71 1,250,549.77

Incidents After Incidents Prior Incidenis After Incidents Prior
10/96 10/96 10/86 10/96
Federal Federal Federal Federal Stale Stale Slate Slate
Share Share Share Share Share Share Share Share
of of of of of of of of

Collections Recoupments Collections Recoupments Collections Recoupments Collections Recoupments
935.01 67140  51,903.82 103,046.87 400.53 287.60 22,361.19 44,394,64
2,163.39 404588  39300.77 94,266.21 926.72 1,733.12 16,970.33 40,611.76
3,008.40 471728 9128459 197,313.08 1,32725 2,020.72 39,331.52 85,006.40
2491.20 868119  39,988.86 1,041.91 3,630.81 17,228.00 37,450.85
6,372.55 0,31578  58,585.42 2,665.25 3,806.22 25,239.76 32,642.49
2535.74 936866 4932527 1,060.54 3,918.34 21,260.31 28,067.32
5,707.83 928335  41,080.88 2,387.28 3,88265 17,698 .46 25,317.69
17.107&z 36,648.08 188,080 43 286,612.47 7.154.98 15,328.02 81,416.53 123,478.35
2,568.29 8,874.45  39,650.02 54,349.64 1,056.36 3,653.01 17,086.33 23.414.90
4,707.01 7.917.79  57.434.44 47,035.31 193756 3,259.21 24,743.90 20,264.18
553525 738649  43,743.10 38,343.75 2.278.49 3,040.51 18,845.40 16,519.25
3.877.04 7.256.14  37.883.10 32,889.54 1,595.91 2,986.86 16,363.88 14,165.46
16,885 50 31,434.87 178,820.66 172,619.24 6,868 32 12,030658 77,038 51 74,367.79
852758 734078  47,386.40 30,186.89 3,488.06 2,179.22 20,415.00 13,005,119
6,126.39 651571 5851887 27,357.04 2,491 .41 1,834.29 25211.13 11,785.96
6520.48 529276 3508153 23.472.56 2,655.33 1,571.24 15,105.20 10,112.44
7.642.48 5581.92  28,163.43 23,158.05 3,107.95 1,657.08 12,133.37 9,976.95
28,8263 24,731.17 168,130.33 104,174.54 11.722.75 7.341.83 72.864.70 44 ,880.46
4,458,398 5531.07  27.561.44 23,128.00 1,800 28 223293 11,874.02 9,964.00
8,996.14 4,769.52  32,561.00 21,862.29 363179 192548 14,027.92 9.418.71
5,088.13 449168  34,478.50 18,808.92 2,054.11 1,813.32 14,854.02 8,534.08
7,969.73 496115 21,8743 18,758 48 3,217.42 2,002 85 9,423.89 8,081.52
2651339 18,753.42 116,475.25 83,557.69 10,703.60 7.974.58 50,179.85 35,996.31
5,308.27 485091 2572134 18,362.51 2.228.67 2,036 65 11,081.27 7.910.93
8,176.94 472515 2757491 17,659.81 3,433.09 1,983.85 11,879.82 7.608.19
13,48521 957606 5329625 36,022.32 5,661.76 4,020.50 22,961.09 15,519.12
105,716.34 126,861.78  797,997.51 880,299.34 43.438.66 4962524  343,79320 379,250.43
1.678,296.85 723,043.63
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STATE OF OKLAHOMA

-STATE TREASURY, OKLAHOMA CITY" e

FUND  AGENCY ACCOUNT ; WARRANT #
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