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government. The DSS also agreed with the amount that was not refunded but did not 
agree with the amount that had been previously refunded by DSS. The DSS provided the 
OIG with additional documentation to support the refunds. We reviewed the 
documentation and confirmed with ACF an additional refund that was made by DSS. We 
also determined that four attempted refunds by DSS were never recorded by ACF 
because of an inadvertent error. 

We have revised the credited refund amount in the final report to reflect one additional 
refund that was recorded by ACF but not included in our draft report. 

We have summarized the DSS response along with our comments after the Conclusions 
and Recommendations section of the report. We have also included the DSS response 
(without Exhibits) as an Appendix to the report. The entire DSS response will be 
provided to ACF to assist them in audit resolution. 
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INTRODUCTION 

BACKGROUND 

In 1996, the Personal Responsibility and Work Opportunity Act (Public Law 104-193) 
repealed the AFDC program and replaced it with the Temporary Assistance for Needy 
Families (TANF) program. At the federal level ACF administers the TANF program. In 
Virginia, the AFDC and TANF programs are state agency supervised and administered 
by 121 local agencies that maintain documentation on recipient payments and 
overpayment collections. 

Although the AFDC program was repealed and replaced with the TANF program, the 
requirement for States to pursue and recover uncollected overpayments remains in place. 
States must continue to return the FFP on recovered AFDC overpayments that occurred 
prior to 1996. Title 45 of the Code of Federal Regulations, Section 233.20 (a)(13)(i)(E), 
requires states to: 

“…(1) recover the overpayment, (2) initiate action to locate and/or recover the 
overpayment from a former recipient, or (3) execute a monthly recovery 
agreement from a current recipient’s grant or income resources. …” 

The ACF issued a program instruction (PI), transmittal number: TANF-ACF-PI-2000-2 
dated September 1, 2000. This PI states 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 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.” 

The PI at paragraph 1C and 1D continues: 

“C. States that have not been properly tracking recovery of AFDC overpayments 
that occurred prior to October 1, 1996 must perform an analysis of their accounts 
receivable system to identify all such recoveries received both via recoupment of 
AFDC or TANF benefits and via cash collections. Upon completion of such 
analysis, the Federal share of accumulated amounts recovered should be remitted 
to ACF via check. Both of these processes should be completed no later than 
December 31, 2000.” Once States have become current with past due 
remittances, checks should be submitted to ACF no less frequently, than 
quarterly.” 
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The DSS, as the state agency, recovers (recoups) AFDC overpayments from current 
recipients through a reduction in the recipients’ monthly assistance payment. Recoveries 
from former recipients are collected through voluntary and involuntary payment methods 
under the state laws and regulations. 

OBJECTIVE, SCOPE AND METHODOLOGY 

Our review was conducted in accordance with generally accepted government auditing 
standards. Our review of internal controls was limited to validating Virginia’s 
methodology for collecting AFDC overpayments. The objective of our review was to 
determine if DSS remitted the federal share of AFDC overpayment collections to the 
Federal government in accordance with federal requirements, after the program was 
repealed. 

To achieve our objective, we examined a DSS compilation of AFDC overpayments 
reported as collected by DSS for FFYs 1997-2002. The information was available on 
computerized listings of overpayment recoveries. Since DSS was not able to determine 
the date of the overpayments from reviewing the computer data and since sampling 
would create unnecessary burden on the state agency, the DSS agreed that all collections 
of overpayments made prior to and including September 30, 1997 would be considered 
AFDC collections. We accepted the amount as compiled by DSS. However, we could 
not verify that the amount of overpayments was correct because DSS officials could not 
provide the location of documentation supporting these overpayments at the time of our 
review. 

We reviewed regulations from 45 CFR Section 233.20, program instructions issued by 
ACF, state agency policies regarding collection of AFDC overpayments, quarterly 
summary reports, and copies of letters and reports used to remit payments to ACF. Our 
fieldwork was performed at DSS offices in Richmond, Virginia periodically from 
September through November 2002. 

RESULTS OF REVIEW 

Our review confirmed that DSS has policies and procedures to collect AFDC 
overpayments that are generally in accordance with federal regulations. During FFYs 
1997-2002, DSS recovered AFDC overpayments totaling $3,431,869 and was required to 
refund $1,762,951 in FFP. Although the overpayment amount was supported by 
computer data, DSS officials were unable to identify which of the 121 local agencies 
maintained the supporting documentation for collected overpayments and were unable to 
link the listed recoveries to supporting documentation. We, therefore, were unable to 
determine if additional overpayments existed or if the overpayment amount was correct. 

The DSS maintained it refunded $993,859 of the required $1,762,951 federal share to 
ACF. With assistance of ACF officials we confirmed that DSS refunded $541,457, but 
we could not verify refunds of $452,402. The $452,402 consisted of four overpayment 
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refunds made on the “Aid to Families with Dependent Children Program Financial 
Report, Quarterly Report of Expenditures and Estimates”, (ACF-231) dated from 
December 31, 1997 through December 31, 1998. The DSS officials stated that these 
refunds were subsequently deducted by ACF from their funding. However, ACF officials 
had no record of receiving these ACF 231s and could not verify that these refunds were, 
in fact, deducted or withheld from DSS funding. We were able to subsequently determine 
that, while DSS did attempt to make these refunds, they were never recorded by ACF 
because the refund form was inadvertently included by DSS as part of a statistical 
package and was not processed by ACF. The remaining $769,092 in FFP for collected 
overpayments was not refunded by DSS. 

The DSS officials believed that the un-refunded FFP amount of $769,092 was caused by 
a lack of clear guidance from ACF on refunding the Federal share of AFDC 
overpayments. 

CONCLUSIONS AND RECOMMENDATIONS 

During FFYs 1997-2002, DSS recovered AFDC overpayments totaling $3,431,869 and 
were required to refund the federal share of $1,762,951. We determined that DSS 
refunded $541,457 as required by federal regulations and did not remit $769,092 to ACF. 
We found that four additional refunds totaling $452,402 that the DSS attempted to make 
were never recorded by ACF because the refund form was included as part of a statistical 
package and was not processed by ACF. 

Based on the results of our review, we recommend DSS: 

1. Refund the un-remitted federal share of $769,092 to ACF. 

2. 	 Notify ACF of the attempted refunds totaling $452,402 that were never 
recorded and resubmit, if necessary, amended documentation as directed 
by ACF. 

3. 	 Continue to refund quarterly collected AFDC overpayments as required by 
federal regulations. 

DSS RESPONSE AND OIG COMMENT 

By letter dated March 18, 2003, DSS responded to a draft of this report. The DSS agreed 
with the amount of collected overpayments and respective refunds due the Federal 
government. The DSS also agreed with the amount that was not refunded but did not 
agree with the amount that had been previously refunded by DSS. The DSS provided the 
OIG with additional documentation to support the refunds. We reviewed the 
documentation with ACF officials and confirmed an additional refund that was made by 
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