92d- Congress | cnt y N
A eaonress | | COMMITTEE PRINT

<

‘ b 5

WELFARE CHEATING

- ADDRESSOF HON. RUSSELL B. LONG, CHAIRMAN,
’ ~ COMMITTEE ON FINANCE, AND
SUPPORTING MATERIAL

t

- 'COMMITTEE ON FINANCE
* ° UNITED STATES SENATE

RUSSELL B. LONG, Chairman

/

MARCH 14, 1972

, U.S. GOVERNMENT PRINTING OFFICE
76-0717 0 . WASHINGTON : 1972

S3¢ca-6



8 o,

. COMMITTEE ON FINANCE

‘RUSSELL B. LONG, Loulsiana, Ohairman

CLINTON P. ANDERSON, New Mexico
HERMANE. TAL\IADGE Georgla
VANCE HARTKE, Indlana

RAA FULBRIGHT Arkansas
"ABRAHAM RIBICOFF Connecticut
-FRED R. HARRIS, Oklahoma
HARRYF BYRD, J&., Virginia
GAYL,ORD NELSON, W!sconsin

WALLACE F. BENNETT, Utah
CARL T. CURTIS, Nebras!m

" JACK MILLER, Iowa

LEN B. JORDAN Idaho
PAUL J. FANNIN Arizona :
CLIFFORD P, HANSEN Wyoming

ROBERT P, GRIFFIN Mlchlgan

ToM ValL, Chief Counsel

(5,000)



RaLiee

EEIEAR

L

R L 2 W I

\
|
. ‘ | '
. " CONTENTS
( z -3

-

Statement of Senator Russell B, Long ..... . .
Supporting Material: '

Exhibit ' 1.—HEW News Release, January 3, 1972. .. . . .
Exhibit 2—Welfare Myths Versus Facts .................. ..
Exhibit 3.—Report of Findings of Special Review of Aid to Fam-
ilies with Dependent Children in New York City. ... .. . .
Exhibit'4—Maryland Jury Indicts Eight in Welfare Swindle. .

Exhibit 5.—Mgahdel Says He'll Purge Welfare Roll ...
. Exhibit 6—-—22 Percent of Welfare Rec1p1ents Dropped From

Nevada Rolls. ... ...
Exhibit 7.—State of New York Release, December 3, 1971
Exhibit 8.—State of New York Release, January 2, 1972

Exhibit 9.~Sugarman Plans Drive To Cut Welfare Backlog— -

H.R.A. Chief Seeks To Save City $2 Million Monthly by

Cleanup Project.... ... ....................... ... .
Exhibit 10.—District Welfare Seen Ovcrpaymg——Study Shows

Others Are Underpaid ...... ........ ... .. . ..

. Exhibit 11.=Welfare Fraud Laid to Léxity by City ......... .

Exhibit 12.—Welfare Cheating Ring Uncovered ... ... o
Exhibit 13.—5 Percent Held Ineligible for Relief. . ... . .. ..

Exhibit 14.—Welfare Grand Iury Report. ... .. ... . R _

16 .
16 .
18
19
21
22



<P

™ - - ) - - <

© INTRODUCTION -,

Sy

On March 14, 1972, Senator Russell B. Long, Chairman of the
Senate Committee on Finance,'made an address on the Senate Floor
dealing with the snbject of welfare cheating. That statement. is

. reproduced ‘here. ' ‘
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Welfare Cheating

" Mr, LONG. Mr. President, in the pdst
several months, there has been consider-
able discussion in connection with the
President's welfare expansion bill con-
cerning fraud-and decejt under the ex-
isting welfare system and the potentially
larger problem that mjght accompany
‘enactment of the President’s program in
the form in which he has proposed it,

In the next few pages of the RECORD, I
will show how fraud and misrepresenta-
tion and simply bad management of the
welfare system have led to the inclusion
on the welfare rolls of- llberally thou-

ands of people all around the country

ho should not, under any reasonable
terpretatlon, be eligible for benefits, or

o%g benefits should be substantlauy
an they are recelving.

It has been said that a few bad apples
hould not discredit the whole barrel and
nat welfare reciplents, in geneéral, should
jot be tarred with the same brush that
saints horrible pictures of welfare cheat-
%ghand malingering. I agree completely

the thesis that millions of people

“+ welfare rolls are there through no

“ult of their own. These people would
{ké nothing better than to leave the wel-
ave rolis and regain theit independence.
*hey need the help of their fellow Amer-
*ans and we should all do what we can

ald them. The rhetorical 'question
iosed by the passagé from the Bible—
‘Am I my brother's keeper?'—should be
mswered with a resounding “Yes,” but
nly when we refer to the destitute the
ilsabled and the orphaned.

But our personal compassion for the
needy must be tempered by a responsi-

bility to the people whose money we are -

entrusted with spending for the public
good. Frankly, if we continue a system
which tolerates fraud, administrative
laxity, petty chiseling and deceitful
practices, we are doing a double injus-

‘tice. First, we violate the trust of the peo-

ple by allowing Federal funds to be used
for purposes other than for relief of the
needy; and, second, we are unfair to the
needy themselves who could otherwise be
better provided for with available Tunds.

In my opinion, if the taxpayers of
America knew that the welfare system
was as shot full of holes as it is, and if
they understood that the President’s wel-
fare expansion program, embodied in
H.R. 1, does nothing to correct the glar-

ing deﬁclencies fn the system—but in

fact makes them worse—I krow theéy
would not tolerate it. And If the people
representing them in Washington knew

‘how their constituents felt about - the

matter, then they would not tolerate it
either. .

I am no newcomer to the welfare scene.
My record on behalf of the poor is clear.
But I am concerned—gravely con-
erned—that the welfare system, as we

know 1t today, is being manipulatéd and

abused by malingerers, cheats and out-
right frauds to the detriment nét only
of the American taxpayers whose dollars
support the program, but also to the
detriment of the truly né:dy on whose

(1)
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T 7T Uineligible Tor any AFDC payment. ‘Over "AFDC. ™~
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behalf the Federal-State system of cash
assistance is so important.

There is no question in anyone’s mind
that the present welfarc orogram is a
mess. It is only fair to say that no one
really believed, until recently, that this
also might be true of the adult pro-~
grams—old age assistance, aid to the
“blind, and aid té°the disabled categories.-

THE ADOLT PRCORAMS ‘

I say, “until récently,” in the adult
programs, which include 3.1 million peo-
ple, because on January 3, 1972, the De-

partment of Health, Education and Wel-
-fare released the results of a preliminary
survey indicating that errors in eligibility
or payment status were found in 17 per-
cent, or one-sixth, of the adult recipient
cases. Of the approximately 500,000 re-
cipients in'these cases, 4.9 percent, or
about 152,000 recipients, were ineligible.
for any payment, and over 7.9 percent, or

_ about 245,000 recipients, received over-

“payments. ’ o
- The survey covered only 34 States and
‘only about half of the Nation’s public

assistance caseload, because many States.

were unable to review enough cases in
April 1971 to provide a valid quota for
a national subsample. HEW officials
‘pointed out that it was not possible to
show the percentage of errors or ineligi-
bility by separate programs of old age
assistance, aid to the blind, or aid to the
‘disabled, but-only by the three programs
combined. .

' THE DEPENDENT CHILDREN'S PROGRAM

The survey also showed that erroneous
welfare payments are going to 28.6 per-
cent, or 772,000 families with 2,974,000
recipients, in the aid to families with
dependent children—AFDC-—program.
Only 6.8 percent, or about 151,000

+ cédures to 13;
“de

Mr. LONG. I was quite concersed to
note that in spité of the ineligibility and"
incorrect payment figures, there was no
mention in the press release 6fia crack-
down on administrative ineffidiency in-

. the  Nation's welfaré bureaucracies. It

woulld appear thdt mgaé,of the Statés
‘would hdve a higher $i]gibility figure’
than 3 pércent. An HEW regulation listed”

in the Code of Federal Regulations, Title
45, Public Welfdre Chaptér 11, Seéction
205.20(¢Y (8)°(1i) “Cleatly states the pro-

| followed When such-a per-
céntage is’ determined: C

(ii1) Provide for a 3 percent tolerance
Jevel on incotrect:eligibjlity decisions. When"
it is determined that the rate of incorrect
eligibllity decisions exceeds a 3 percent tol-
erance level, the state and/or large urban
ageiacy must conduct a 100 pefcent verifica-
tion ‘'on those specific factors of eligibility
identified as causing the unacceptable In-
. correct decision rate. This more intensive
investigation on specific factors of ellgibility
will be continued until the federal agency
‘and the state assess the sttuation and work
out a solution. The system contemplates
periodic review and monitoring of opera-
“tions by the Department of Health. ;

UnfQrtunately, it does not appear that
"HEW is taking any steps to improve the
administration of the system,. nor that
‘they want to. :

QUALITY CONTROL * s

Since 1962, HEW has used qua]’f'ty'con‘—
trol results as a basis for claiming that
ineligibility rates were 1 or 2 percent.
Quality control i{s a method of reviewing .
a wandom sample of the eligibility de-
cisidns made by the caseworkers to de-
termine the percentage of " incorrect
- decisions. .-

Quality control results have been
HEW'’s answer and its support against
“the critics of the program who claimed
ineligibility and cheating were wide-

<" familles with 582,000 recipients, were spread.in the caseloads, patticularly,

14.6 percent, oi about 394,000 AFDC

" families with 1,613,000 recipients, re-.

.celved overpayments. A
There were even underpayments in 9.7

’ percent of AFDC cases and in 4:9-percent
-- of the adult cases. '

(See exhibit 1.)

Mr. LONG. According to the article
which appeared in the Washington Post
on January 4, 1972, HEW officials said
‘that, if:all the errors could be corrected,
there might be a net taxpayers’ savings
of ssgo million in welfare costs.

(See exhibit 13.) '

In fact, in November 1971, HEW again
issued a rebuttal in a pamphlet widely
distributed throughout the country ‘and
widely quoted by the proponents of the
permissive welfare system. This pam-
‘phlet, entitled "“Welfare Myths Versus
Facts,” claimed that ineligibility was
only 1 to 2 percent in the total welfare
caseload in the Nation.

(See exhibit 2.)

Mr. LONG. What HEW did not say,
however, is that this information con-
sisted of national estimates based on
quality control findings—none of which



‘more recent than the April 1967
hrough March 1962 périod. The pam-
t was issued, in faet, at 4 thme when

W had evidence that later quality-
; trol figures wergz much higher than

- e disclosure in theé r cént survey is
"g sharp contrast to HEW’s past ¢laims -
wnat an ﬁmgmﬁeant number of welfare‘
{(égpxules are techrilcally ineligible. ‘No
Joubt, we will now hear the argument
{that 6 percent is not very high, and that

yé should not become plarmed. But let
‘us-not forget that a half billfonégollars is
’a 1ot 6f money and that 5 percent of the
‘families represent” over-oné-half million-
§pe¢ple who are recelving assistance to
which ‘they dre not  entitled either
‘through ineficiency, fraud, ot because of
jg‘gimmstratlve and court-made loop-

es. :

- And, when we thmk ‘of HEW's past-
claims of fraud being less than 1 percent,
let us not forget that overpayments
amounted to more than 14 percent in
AFDC and that atleast one-half of these
families, involving about three-quarters
'of & million recipients, did not report the

come, resources, or other circumstances
which caused the overpayments.

THE DECLARATION SYSTEM DISCREDITED

What_the HEW report does is to re-
pudiate the rationale of the simplified
method of eligibility determination.
adopted in 1969 in which States were per-
mitted to simplify welfare applications

)y allowing the applicants to declare
eir eligibility with little or no check-
ing by caseworkers.
- is method was nothing but an open
invitation for anyone desiring financial
%s tance to apply for it and receive it
out more,ado. This simplified meth-
should really have been called-the

“blank - check” method, Despite the

5 iticlsm of many. critics of this ap- °
Sroach and their warnings that the case- |
)ads would sharply increase because of
1eligibles if such 4 method were addpt-
u, HEW approved the method for the
%categorles and approved first test-
hﬁ AFDC and later encouraged its
option statewide,
As’one who has labored for 24 years
) help ‘construct the programs for the
ged and disabled, I am” determined to

* what I can to bring - about a_total
hRrovement in the program to aid little

dren. I am frank to say, after a 2-
ear study of the President's family as«
stance plan, that it does not constitute
'eltare reform at all. It has every pros-

> 3.

pect oF being Just the opposite.
Il know what has been happen-

‘ing m%he ald § amilies with dépend-

ent' children-— —program over the
last 4 years. The 100-pércent growth
since 1967 has thfesteéned to bankrupt
the States, and it certainly . has, not
helped the Federal budget. Wk at i most
alarming about this explosive growth is
the large iumber o6f cheats  ineligl-
blés who get on the welfare*rolls. Once
these people get on welfare, it is usually
very difficult to get them oﬁ—»sometimes
next- to impossible,

The program to assist famllies with

‘dependent children has gone astray so

badly that the children are deseribed as
its victims, rather than its béneficiaries.
It is this program that has mushroomed
without planning, grown like Topsy, until
it has caused the entire program:to take
on the appellation of the “welfare mess.”

CH!A’I‘!NG THE TAXPAYERS TAKES HA‘NY !'OWS /
One form of ‘2heating applies to.the

actions of the recipients of welfare who,

"because of their actions, receive overpay-
ments or assistance payments to which

they are not eligible.

Another form of cheating applies to

the applicants for welfare benefits who
deliberately fall to disc}ose all informa-.
tion pertaining to their income resources,

or otheér factors of eligibility, to receive -

benefits.

.Still - another . form -of --cheating--is-—-.

caused by the case.workers and eligibility
workers who, for whatever reason, be it

“lack of training, lack of sympathy for the
rules and regulations, or.too great a feel-

ing that the applicant or recipient is “de-
serving” of -financial assistance, grant
assistance and overpayments to: the re-.
cipient. Cheating is also the result of im-|
proper management technique or man-
agement controls.

~,

~

“Another type of cheating occurs whén =~

grown children persuade their aged.

mother or father to transfer or assign

property to them, thereby depleting their

resources and making themselves eligible

‘for old-age assistance. -

Cheating is also involved when a man
who is employed under the WIN pro-
gram forces his employer to discharge

him because he deliberately breaks too

many dishes, if he is 4 dishwasher. or
deliberately causes the..factory ma-
chinery to break down, if he is a factory
employee. Since he is-not a voluntary
quitter,  he may return to the welfare
rolls with no diminution of his benefit.
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Cheating occurs when the mother '

drawing assistance allows a man
to move in with-Hér and sponge off the
welfare-check, thus deptiving the de-

" pendent chiidren on whose behalf the

check was- provided in the first-place, of

‘their food and ¢Jothing.' Why should that

be permitted? If hé is thére acting like

‘the man 6f thé housé and enjoying_the

privileges 6t the man in the hotise, why

should not he be obligated to bear the

burdens of the man-of the house? -
CB!A’R‘ING BY DES!:R‘X‘!ON

¢ of the worst tyoes of cheating is

~ thePsituation where the father either is
. _not married o the mother, or, if he is

marriéd, he deserts or abandons his fam-
ily, This situation exists in-55.8-percent
of the AFDC families, according to the
1971 AFDC study issued by HEW, Six out
of seven of the fathers of such’ children
provide no support of any kind- to the
chiidren they have sired.

TThis is the most vidious form of ‘¢heat-
ing of them all and, unfortunately, it not.
- only is econdoned by the law, the law ac-
‘tually encourages and fogters it—and so

does the President’s welfare expansion
plan

Should our welfare systérx be made to
support the children whose father cava-

Merly abandons them—or chooses not to

marry the mother in the first place? Is it

fair to ask the American taxpayer—who

works hard to support his own family
and to carry his own burden—to carry

the burden of the deserting father as.
well? Perhaps we cannot stop the father .

from abandoning his children, but we
can certainly improve the system by ob-
taining child support from him and
thereby place the ‘burden of caring for

‘his children on his own shoulders where

it belongs. We cah—and we must—take

- the financial reward out- of desertions.

We can—and we must—stop both the
legal cheating and the illegal cheating

which have transformed our welfare sys--

tem into a welfare mess.

I have said many times before, and 1
want to reiterate {t—1I plan to insis; that
the deserting or runaway father assumes
his parental responsibility and support
to his family so that the children will not
be dependent upon Government. We

~ must put a stop to this ridiculous situa-

tion by which almost any man can leave

~ his children and avoid supporting them
- or even worrying about them because he

knows that the taxpayers under our sys-
tem will support them regardless of his

- eonduct.

< 7
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end result i§ an unnecessary aiid onerous
burdén 6n the takpdyer.

I have been talking about cheating
on welfaré for years. One of the. causes’
for some of thé chea ing was HEW's reg-

‘ulation, issued in Javiuary 1969, whi h"

instituted the simzmﬁed method of eli-
gibility detérmination Howevér, &h eatv
ing Is not just someéthing of récéiit ovif

Nor is ¢héating confined t6 any pai 10w

“ular geographice region in the countsy.

To the eontrary—it is nationwide.
.. DISTRICT OF COLUMBIA
In the District of Columma. ‘my dis-
tinguished colleague, Senator Roeert C.

‘Byrp of West Virginia, initiated an in-

vestigation i November 1981, which’
showed 69 percent of the AF‘DC cases
were ineligible for financial benefits, and
continued investigutions over the yeass
showed a high percentdge of ‘ineligibles
among newly approved AFDC applica=
tions for money payments. ,
NEW YORK CITY

A special review of AFDC in New York
City in 1969 disclosed that 9.4 percent

.of the sample were ineligible and~ iigi-

bility could not be determined in 14
percent. It was also found that 6.9 pér~
cent of the families, though eiigibie for.
AFDC, included- one or more family

‘members who were improperly included

in the payment because they were not
individually eligible.
The principal reasons for ineligibility

.were:

First, that the AFDC children were
not deprived of parental support or ¢are
as required for eligibility. This group
comprised 6.4 percent of all sampleé
cases, and

Second; that the- families’ income or
financial resources exceeded agency
standards. This group comprised 3 per-
cent of all sample cases.

Ineligibility was found to have con-
tinued for periods of more than 6
months in 57 percent of the: ineligible
cases, Overpayments were found in 29.9
percent of the sample cases.

(See exhibit 3.) E

CALIFORNIA

Mr. LONG. In February 1971, Governox
Reagan of California disclosed that’ i’ﬁ‘
Californians, all fully employed, had ap-
plied for and received welfare pavme“i‘it’?
merely to demonstrate the ineffectivenés’?
of the simplified method for eligibility dé-

termination. One of the 12 had applie

for welfare undéy four different names'
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Wy same weltdré office on the same day
*gh was approved. This group had

éd an 61‘ganizatloﬁ ¢éalléd Cheaters,
-%maénd had hired a lawyer to protégt
~gmsélves. -

ﬁ 1is testimony before the Senate Fi-
cé Committee on February 1, 1972,
vemor Reagan statéd ‘that an actual
aluation study dohe I California

g d*ft}foVed that fraud existed in at.
e’%.st 15 péreent of the cases. He also .
i4 that to prove how easy it is to obtain
olfE assistance in California under the
%&v rules and regulations, a person
R f6lrehildren; all‘females,swent to

e welfare office, applied for assistance
d filled out a form stating that her
Nr children were all males. In spite of -
He fact that the four female children

e standing beside her and it could -

Tearly be seen that they were not of the
X the woman had said they were, the
Wier asked no questions abput ‘the -
dren, accepting the statement of the

pp‘lcant ‘without any reservations

MARYLAND ~

1 August 1971, éight pérsons in Baltl-

diore, Md., were named in 68 indictments

Or using false names-and addresses to

tain welfare paynients. One person re-

ived more than $2,300 a month and an-
mher $1,700 monthly.
‘(See exhibit 4.)

& Mr, LONG. In November 1971, Lt Gov
§1a1r Lee 'of Maryland estimated that at
“ast $16 million of the $160 ‘million’ in
tate and Federal funds paid out for wel-
are. assistance is going to persons who

eir are 1ne11g1b1e or receivmg overpay-

jents. . . .

?ij’(See exhibit 5.)

NEVADA

i Mr LONG. In. December 1970, follow~-

o investlgations by the State of Nevada

'&%t‘aﬁ‘ pércent of the welfare recipients
hat State were dropped-from the rolls
“¢heating. Subsequent’ developments

ﬁdiceted that the 22-percent figure

‘obably overstated ineligibility; a better

“timate is that about 16 percent of those

. the rolls at the time of the investiga-

BN weré probably 1neliglble

(See exhibit 6.)
NEW YORK STATE

Mr. 'LONG. New York State “In its

irth month report on employment re-
3 tals and job placements under its wel-
Zve reform program which was insti-
ytéd in July 1971, showed that 51,416
'elfare reclpient,s were referred to ‘the

& ¢

‘Committee on

| 'of-1ts AFDC cases, it was reported.

5

divlslon % employment of those re-
ferréd, 3,733, or approximately 7 Percent,
wéré fémoved from the public assistance
rolls for faflure to comply wlth the work
requiréments.
(See éxhlbit 7. ’

r. LONG. In the fifth month teport,

coverihg November 1971, on employment

réferfals and-job’ blacements under the
'New York welfare program, thére were:

50,632 referrals; of which 4,335 pérsons,

‘or 8 perceht, were dropped from the wel-

fare. rolls—bringing the 5-month total
of those for whom assistance was: ter-
minated to 20,160;- The recipients -re-
ferred in- November are approximately
3 percent of the 1.7 million people on .
pubue assistance rolls in New York.,
“(See exhibita) o

Mr., LONG. Governor Rockefeller, in
his testimony Wefore the Senate Finance
bruary 3, 1972, stated
that the 6-month report of the employ-
ment referral and job placements pro-
gram covering December. 1971, showed

“that 15, 765 people have been placed in

jobs and a total of 23,000 had been found
ineligible during the 6-month period and

B had their assistance terminated:.

NEW YORK CITY

‘In New York City, according to I-Iuman
Resources Administrator Jule Sugarman,

late closings in processing welfare cases

is costing the city approximately $2 mil--
lion & month. There are 10,400 of the

162,000 transactions that are in arrears .
representing suspensions and termina-
tions on which delay could costup to $24
million on an annual basis. In addition,

‘there were 5,100 cases of suspected fraud.
Mr, Sugarman also said that savings -
from speeding closings would be aug-

mented by swifter recovery in identlfying
duplicate check frauds ‘whichVhave been
estimated as high as $4 million a year.
(See exhibit 9.)
. WASHINGTON, D.C.

Mr. LONG, In hearings on the Dlstrict
of Columbis - appropriations for flscal
year 1972, before the Subcommittee on
District of Columbia Appropriations of

the Committee on Appropriations, House -

of Representatives, the director of social
services administration—SSA—of the
District of Columbia Department of Hu-
man Resources testified that $6 to $8 mil-
lion was being expended annually to re-
cipients who were ineligible. As a result,
Congres$ cut $4.5 million from the Dis-
trict’s welfare program proposal. The di-
rector of human resources, reportedly
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ing the ,
‘removed the SSA diréétor from hér posi-
tion In January 1072,

* réceiving overpayments,
~ "(See exhibit 10,)

-Overpayménts since May

perturbed over her teéstimony that in-
éligiblé B!elfax‘é reciplents were defraud-
istrict of some $8 million 4 year,

* The recent] Sr'cqniig» eted quality control -
review of the ApplsJune 1971 AFDC

caseload in‘ the DIstr{ét of Columbia

showed that 6.2 péreent, or approximate-
ly 5,200 AFDC recipiénts, wers totally in-
eligible for benefits and 20.6 percent or
approximately 17,000 reciplents,” were

NEW YORK STATE .
Mr. LONG. Mr. George Berlinger, who
was appointed New York Inspector Gen-
eral for Welfare in August 1971, men-

" tioned the following cases which had

come to his attention: =

A woman receiving $241 a month for the
last 18 months after having declared that her
husband had deserted her. Investigation dis-
closed that the husband still iived at home,
earned $4.28 an hour and vwned a 1971 Mer-

~oury. The famlly had received $5,663 in Aid
~ to Dependént Children paymehts. .

‘ ar case inyolving an “abserit hus-
band” who Is actually living with the family
and earning $132 a month. The family had

A simllar case involving

. recelved $9,458 In Aid to Dependent Children

payments over the last 38 months, ,
A Bronx woman who had been recelving.
$274 a month for Aid to Dependent Children.
while working and eatnmf 135 a week, Total
966, when she was

placed on the rolls, were $17,609.
(See exhibit 11.)
: T MARYLAND .

*Mr. LONG. In 1971, Richard Smith, a
welfare worker in Prince Georges County,
‘Md,, noticed three different applications
for emergency welfare assistance sub-

“mitted by women whose children in-

cluded twins. The results of his investiga-

. tion. was the discovery that an organized

ring had been cheating the county out of
about $40,000 in food stamps and welfare
benefits. ‘ . -

The investigators learned that women

"~ applying for welfare exchanged wigs

it you are caught.

among themselves in order to change
their appearance and often gaye non-
existent addresses when they applied for

~ welfare help.

MY, Smith said: -

Most of our clients are still honest, but
for someone who is eriminally inclined. and
wants to plck up 8200, it (welfare fraud) is
cheaper than bank robbery, it's easier to get
away with, and it involves’a lesser charge

¢ amim—

At the root of the fraud in Prines:
Georges County Is the so-calléd declaras
tion—or simplified method—system of
applying~for welfdre and food stamp
benefits—especially as this system res
lates to emeérgency or immediate assist-
ance, The alm of emergency assistance
is to ‘provide-immediate help for thosé

“who "need it, such as péople Wwho havé

been evicted from thelr Homes, or who
aré disabled, or who have no money to

‘feed their children, R
—Alerted by.thie recuriénce of tiins on
~applications for welfare,

Ifaye; Mr. Smith de«
cided to check the recent emergency
applications in the county. He discovered
that over a 12-day period, the departe
ment had recelved 12 différent applica-
tions from people who -brought notes
from their landlords saying they had
been’ evicted, Seven of the 12 cases in-<
volved women with twins..
Letters were sent-to“the 12 paople at
the addresses listed on the applications;
All the ‘letters came back stamped
“addressee unknowhn.” Mr. Smith alérte

~ his supervisors, who instructed the wel-

fare workers to check carefully all per-
sons who applied for. emergency . aid,
Several times, when women did apply
for emergency benefits, and welfare
workers explained that the names. ang
birthdates of their children would havé
to be verified through hospital records;
the women walked out of the office. Mr,

 Smith said that—

The welfare office will not detain or arrest
an individual until it 1§ absolutely certain
it can prove fraud. .

The- scheme continued because the
emergency applicants changed their tdc-
tics. So that they would not be recognized,
Smith says the women wore différent
wigs which they exchanged among them-
selves, After a while, their stories were

not always the same. Sometimes ,thé%'?
had twins and sometimes they did rot:
Sometimes they said they needed emér-
gency help because they or:their Kus-
bands were disabled and other times
because they were evicted. Usually, the
welfare office would discover they had
been defrauded only after the emérgency
help had been given. , ,

In addition to the emergency riﬁy
ments, the welfare office also found tha
they were being cheated out of AFDC
payments. Smith says: _

‘When applying, some of the women gay
real addresses and managed to keep an.
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Sgsb subsequent check as well as the emer-
énoy checks. Welfare offictals later disdov-
e :gnat these addresses wére sometimes

Sed several tifmes under différerit hames. As
-, got more sdphlsticated, so dld théy. We

Jifiderestimated them completely,

| S T N o B

< As Smifth admitted to a reportér:

¥éss - shabbily, say your name was Ralph
%yster_ Doyster and show us you are out

_ (See exhibit 12)

g - : " LOUISIANA

© * Mr. LONG. Now, hére is & case kriown
yersonally to me. Here was a woman in
rhoulsiana. She came in planning to go
con welfare for. herself and her children
gga fifth time and she succeeded in getting
‘on welfare five times. But in the course
1611t she ran into one-of the aides who
shad procgssed one of the first four appli-
réations with'the result that this matter
4 ﬁ'me to the attention of the office, and
sthey got ot g search warrant and

Slearned the truth. She had five “soclal

k:

Isecurity nurhbers, she ‘had five driver's

!’ Cences. ' » .

= Her neighbor was on welfare two times
‘but-planned to go on three times, The
:Neighbor had three driver's licenses and
‘thireg social security numbers. |
e _ 'ARKANSAS : ‘
.. Samuel Weems, prosecuting: attorney
‘Tor the 17th Judicial District for the
gtate of Arkansas, in his testimony on

o,

anuary 21, 1972, before the Senate Fi-

;jnﬁ‘nceg{‘ommittee. described various situ-
‘ations that he had handled in Arkansas,
In:one example, an individual wrote a
Sheck for $1,041 to pay back the value of

0d stamps obtained illegally. This par-
deular individual had a bank account of
over $5,000. Another individyal had a
Ubstantial bank account and had re-
%elved some $2,225 in food stamps when,
.. fact, he was employed by a local rice

In'another case, the AFDC mother had
Old the welfare department that the
§dnt,‘her .and “his” family had moved to
Jhlcago. Mr, Weems' investigation re-
yealed that the.father was actually work-
ing in'Little Rock. Mr. Weems has taken
sastardy action against the father. It the
Judge declares him to be the legal father,
=6ivil sult will be filed: to recover the
Staté funds as the father is employed.
- In another case, Mr, Weems' investiga-.
don disclosed that the husband andavife
-+ an’ AFDC case were llving together.
sne had told weltare workers repeatedly

}

1
\

N\

7.

{ you Whlitéd to comie in here tomorrow,

a igg;*k’. ‘you could get public agsistance for
- N :

a

.4

she had not seenthe father and did not
know wheére he was—vet he is éfiiployed
in Little Rock, Ark, Hé has filed a eivil
sult against’the father to obtain the-$875
paid to support the éhildren and 1s ex-
amining.the case to determing it éi‘iml?al
charges will be filéd against the wifeé for
*obtaining money Undér false pretenses,

In another AFDC case of a mothér

‘, ™~

with three illegitimate children, Mr, .
. Weems' investigation ‘revealed that a

~ county judge in 1986 made a judicial de-
" termination as’to whom was the legal

father. The father was ordered to pay

support; yet he never did. The State wel- .~

fare department certified that $5,026
‘had been paid for support. The father
is in- Little Rock and’is employed: Mr.
Weems had a warrant of arrest for child
abandonment issued and has filed a civil
sult to recover sypport payments made.
I commend Mr. Weems' testimony to the
entire Senate. It is-quite enlightening..
Let me digress from my prepared re-
marks to say that in'the last few days,
Mr. Weems has forwarded to me a copy
“of a report of the grand-jury in Lonoke
‘County, Ark. The grand jury has looked

into the welfare’fraud in the county and

has brought 25 indictments. More Im-
portantly, they have indicted Ivan Smith,
chief attorney for-the Arkansas Welfare
Department, on 25 counts of accessory
after the fact to the fraudulent offense
of obtaining property under false pre-
tenses. It was the grand jury’s conclusion

‘that by knowing the fraud existed and -

by not turning over that information to
the lawful prosecuting officials of the
State,. Mr. Smith had in fact concealed
the fraud and prevented its proper pros-
“ecution. ' ' '

During his testimony before the Com-

mittee on Finance, Mr, Weems said the
welfare system was shot throush with
fraud and I asked him if he could prove
it. He sald, “I guarantee it.” The grand
jury report is part of his proof.

In my opinion it describes a horrible

situgtion, and the country should be
made aware of the type of outrage that
can come about under a system which
promotes fraud and cheating,\and then
>authorizes it to be hidden from the pub-
- lic prosecutors by disloyal servants of the
government. ; .

I ask unanimous consent that the re-
port of the grand jury be printed at the
end of my remarks, :

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See exhibit-14.)

.



Mr. LONG. Mr. R%efld‘eat.‘l very much
commend Mr. Weem3:for the courageous
and diligent job he has done in exposing

- welfare fraud and wélfare cheating, and
in obtaining the indictment of some of

~the establishmént in the-welfare chéat-
ing iidustry—I mean the people :who

Mor Govérnment pay, who deliher-

“fately cover up fravd and thieving i this

rogram, which has the effect of vietim-

the people intended to beé benefited,
~ becalise it diverts money intended fo¥‘the

" poor- to peoplé who are not poor at all,

 who are just-thieves; frauds, and cheats,

-and little short of burglars. =
I think one of the most healthful things
that has been done by this diligent dis-

. triet attorney, Mr, Weems, in Arkansas,

" was w0 indiet a State official whose salary
~was pald for in large part by the Federal
Government, for his corrupt activities in
covering up fraud when it was exposed
and pointed out to him, and for his part

in firing an honest Government employee
who cooperated with the distriet attorney
_in helping dispose the kind of corruption
that was going on in the department, in

- “which this so:called lawyer had an im-
i portant task which he failed to discharge
as required by his duties, as indicated by
‘the indictment of the .Roanoke County
“Grand Jury in Arkansas. e
ALAMEDA. COUNTY, CALIF.

One of the most_bizarre incidents to

“come to my attention involved a refusal —of -food-stamps witho

by welfare workers in Alameda County,
. Calif., to provide information to their
own director regarding the number of
county employees who were also receiv-
ing welfare ald. The director was simply
trying to do his job and determine
whether persons wetre on his welfare rolls
who should not be there, but he had to
go to court to fight an injunction, sought
by his ownr employees, to prevent his ob-
taining from them the information about
“his own program, As it developed, one of
the county employees recelving AFDC,
according to the Oakland Tribune -of

May'16, 1970, was a full-time, senior so-:

- clal worker whose total income was al-
most $14,000. Shé was placed on AFDC
by another 'social worker so that the
county would be liable for a lion's share
of the $300 a month it is costing to keep

—her-son in a private boys’ home. - -
.~ Can you imagine that? Welfare work-
‘.ers putting each other on welfare and
- then refusing to divulge it to their super-

——— .

1

~—

M S visor even when specifically requested to

do so. The whole sordid matter was doc-

8

umented in'thé hearing béfore the Com-~
‘mittee on Finance on welfare reform 1’
19170, . . P '
COLORADO e -
My distinguished colleague on the Fi-
‘nance Committee, Senator Harry F,
BYHp, JR,, of Virgila, rendered a gréat
‘service when he pointed out on February
- 25 how easy-it is*to get on welfare in
Colorado Springs. . o
A reporter from: the Colorado Springs
“Sun-set out to determdfne whether ‘shy
- dishonest  person -could secure welfare’
payménts. As a result of her expéerience,

- she found that almost anyone cah get oft

welfare. All she needs is a good Imaging-
tion, a convincing personality and a ¢o-
operative social worker, which is easy
enoughtofind. -_ .
The reporter used a false name, an ad-
dress whére she does not live and listed’
two children whom she.do#s not have.
When “the social worker asked about
her  husband, she sald he had deserted
her unexpectedly. On-the basls of noth-
“ing more-substantial than her own-dec-
laration, which-was purposely false, the
“reporter was told by the-social worker
that she would have little trouble, and:
would be receiving a check for $175 In
about 10 days. The worker then volun-
teered food stamps and rent. The report«
er then went to the food stamp' center,
where for 76 cents she received $42 worth
ut any: questions
being asked. = ‘ N
The social worker scheduled a home
visit with -the reporter, but canceled it,
and substituted a letter notifying her
that her application had been approved.

~ In addition, she even offered free Christ-

- mas presents for the reporter’s nonchil-
dren, About a week after completing the
application for welfare, a check.for $176
arrived. This check was mailed to an

.address where she did_net live, to help
‘support two children she does not have.
The check, food stamps, and cards were
made out in her fictitious name, In'my
opinion, this is illustrative of the ¢heat-

“ing that goes on every day under the
welfare program. It is disgraceful.

ELEMENTS OF WELFARE ‘REFORM

Any good welfare reform measure
should remove from the rolls the vast
number of recipients who have no busi-
ness being: there in the first place. If we
do -this, then, in my judgment, we can
afford to do a better job of caring for
those truly needy persons, for whom:the
welfare program was designed. We could

H



‘aarowde tor them far more liberally with-
he additional funds by eliminating the
Jheligibles and the cheaters. But I, for
-3ne, cannot agree that the way to sblve
“,h present weélfare mess is to double the
% fare caseload. Nor can I agree that
‘the way to solve the present.welfaré mess

cpérmeated the system, To the contrary.
fHaving knowledge that the present wel-
‘fare system—and, indéed, H.R. I tself—
condones and even encourages cheating
and malingering, W& have the responsi-

“bility -to try to correct the shortcomings.

*by whatever means, it takes to assure an
~honest administration of the program:
‘We owe that much to the taxpafers
who pay for the welfare system. Equally
important, we owe it to the recipients
‘themselves who often fail to get their full
entitlement of bénefits because of the big
payments going to the cheaters.
'Frankly, those who decry the verifica-
tion of need to' establish eligibility for

search for cheaters, and those who would

resent the best interests. of the truly
needy. Rather, they would have us con-
“tinue a prograry which rewards and en-
thges -the-dishonest,. the cheat, and

1§ to dlsregard the corruption thathas

“pénefits, those who would prévent the

cloak the welfare system in sec¢recy un-.
der color of privacy, in.reality do hot rep- -

system and to assure that public moneys

voted for welfare go to the people who
neéd it, and not to those who merely
want it. I 41so plan to offer a number of

‘amendments to strengthen the eligibility
‘determination process and to provi

de for
more 6rderly -rules “for verifying con-
tinued eligibility. In addition, I plan to
offer amendments to' penalize’ fraud and
willful misrepresentations and to seek
higher standards of performance among
welfare workers.

1t 1 my .hope that these amendments
will make it-possible for us to assure that
those who need our help will get a full

- measure of help. Coupléed with & program

of workfare rather than welfare, which

I advocate, and about which I plan to

say more at a later time, I do believe we

can provide a system of alding the poor

and the needy of which the American
people justly can be proud.

I yleld to no man in my desire to help
the deserving poor. But I cannot and I.
will not siipport welfare for the undeserv- -
ing poor—those who cheat to get on’ the

‘rolls.

For example, in Louisiana, the help
provided for dependent children had to
be reduced from 80 percent of need to
50 percent of need when the Supreme
‘Court struck down the State’s man-in-

e malingérer—those who have brought—the«house rule. This meant the deserving

“discredit to the welfare system. They

-make it difficult for us—who want to

jhelp—-bo exercise greater compassion for

‘the destitute, the infirm, and the or-
-phaned.

I firmly believe that, the American tax-
“payers whose own aétivities and incomes
‘ire°closely scrutinized by the Federal
Government through the tax process
‘want to help their fellow Americans

‘Who, because of peculiar misforturies, are

qnable to help themselves. But the Amer-
can people do hot want their hard-
amed tax dollars squandered under a
)rogram which openly candones the sort _
i® corruption I have described in thls
“tatement-We must go after the welfare

“heat just as we go after the tax cheat.
In this respect, there is no reason to
make the American taxpayer a second-
élass citizen, while the welfare cheat is
‘made a first-class citizen.

" ANTICHEATING PROGRAM .

" To deal with this situation I have de-
soribed, I propose to offer amendments
‘in ‘the Committee on Finance when we
‘meet to mark up H.R.1 which would
_establish an Office of Inspector General
‘to oversee the operation of the welfare

poor were forced-to-suffer in order -to

share their welfare payments with™ the - -

undeserving poor.

The entire pfogram loses credibillty
and public support because the chiselers
and cheaters are allowed to move in on
thé deserving poor in droves—Ilike vul-
tures feeding on the truly needy.

Mr. President, I ask unanimous con- .

sent to have exhibits 1 through 14 print-
ed in the REcorp at this point.

There being no objection, the exhibits
were ordered to be printed in the Rscoan,
as folloWs' .

g Exnmn‘ 1 .
HEW: NEws RELEASE, JANUARY 8, . 1972

" HEW's Soclal and Rehabilitation Service -
today released a preliminary survey indlcat-
ing that approximately 5 percent of the Na-
tion’'s welfare families were ineligible for
payment they-received in April. 1971,

The HEW analysis showed that 4.9 percent
of the aged, blind, apd disabled cases, and
5.8 percent of the AFDO families should not
have been receiving henefits, L

Most of the errors were identified as hon-
est mistakes by State and local welfare agen-
olés or by those who recelved the payments.
More than half were agency errors. In many
cases, backlogged agencies did not reduce

~
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‘benefits promptly enough when 9. cllent re-

ported an increase In outside income. Cases
prosecuted for (raud amount to less than 1
percent of the total,

“The results of this survey make it all the

more rgent that Congress enact the Admin-

istration's welfare reform legislation, which

calls for & thorough nmanagement overhaul of .
* the publle assistance system,” sald Dr. Rich-

ard P. Nathan, HEW Deputy Unde: Secretary

- for Welfare Reform Planning. -

He sald that these survey results, although
partial and preliminary docuinent the basic
structural Inadequacy of present welfare aci-
ministrative systems.

-Nathan sald, “Enactment of-H.R. 1 would
take a héavy administrative burden off the
backs of States and localitles, by transferring
responsibility for detérmining eliglbility and
making payments to a new, uniform, and

. automated national system.

“At present,” he noted, “over 80 percent of

‘State and local welfare agenclee are not au-

tomated, and as a result agencles are inun-
dated with paperwork. Mistakes, delays and

" abuses are inevitable under these oondl-
“tions.” .

Dr. Nathan also pointed out that the Na-

- tlon’s" 1,162 - State and local welfare admin-

istrations lack compatible record systems,
This 18 due in part to the fact that 21 States
operate decentralized welfare administra-
tions. "Each welfare agency tends to be an

‘island unto itself,” he said, ‘‘and under these

circumstances systems for checking on eli-
gibility, avolding duplicate payments, lo-
cating responsible parents and other key
administrative controls are frequently in-
adequate.”

Under the new system called for by HR.
1, he pointed out, a single Federal agency

- using--the -most modern computer equip-
+ ~ ment, and related managemeért tools would

be hble to ensurd that the Natioh's welfare

&

10

misrepreséentation,

Officials pointed out that a State-by-State
breakdown of results was not attempted,
since the number of samples submitted by
each State was too small to yleld a’statis-.
tically valid picture. )

The April survey was part of a new HEW
quality control effort, that went into effects
in October 1970. The new system, desigaed
to pinpoint errors and correct deficlenciés

‘more effectively than in the past, has not

vet been fully implemented by at least 16
states.

“The fundamental problem," SRS Admm-i
istrator John Twiname said, “is that no quals
ity control system can be universally enforced-
unless you can apply sanctions, where
needed, such as withholding all or part of
the . Federal share of public assistance
States that fail to measure up., The only
Federal sanction prescribed by law is the
Hearing process, which is siow and cumber-
some. We apply this only as a last resort bes
cause it could mean punishing welfare fam-

Alies, the old and disabled, for the fallures

ofa baslcally unworkable system.”

The mafjor reason why the new quality
control system isn't fully operating, Twiname
said, s because understaffed :State welfare
agencles burdened wilth rising caseloads,
have not been able to afford the cost of hire
ing the additional staff the system requires.

The quality control system is administered
by State welfare agencies under HEW rules.
Special staffs are assigned to carry out the
independent eligibility - investigations upon
which the quality control system is based.

SRS is providing a 80-member staff work-
ing mostly out of its 10 regional offices to
monitor State welfare agencles and help

“them improve thelr operations.

State quality control reviewers determine
for each-fneligible case the principal reason

program was carried out “with efficlency and ' for ineligibility. These reasons fall into three

Integrity.”” Dr. Nathan likened such a new

system to the administration of _Social Se- .

curity which, he sald, “has enjoyed a high
reputation for efficiency throughout the 36
years of its existence.”

The HEW survey ahowed overpayments
and underpayments in 24.3 percent of the
AFDC cases and 17.8 percent of adult category
cases.

Overpayments to adults averaged $22.43
and underpayments $14.23.

AFDC overpayments averaged $44.92 per

‘family and underpayments $18.32.

These errors arcs¢ from three kinds of
miscaleulations;

Family living expenses were computed
too high or too low;

Income deducted from livlng expenses was
erroneously ¢alcuiated; or

The niaXximum payments or percentage
reduction in’ payment was incorrectly de-
termined.

Errors by rzciplents were due to incorrect
or incomplete information or not reporting
changes in their circumstances. In most
cases, there was no evidence of & dellberate

groupings, as shown in Tables 3 and 6:

(1) Agency errors, including

(&) Inadequate determlnacions of euglbn-
ity,

(b) fallure to follow-up on known or in-
dicated changes in clrcumstances and

{¢) misinterpretations of pollcy and ad-
ministratiye errors of local staff;

(2) Change in family size or income that
are not reported by recipients; and

(3) a combination of 1 and 2,

Federal regulations require the welfare

“agency to make an initlal determination for

eligibility, periodic redeterminations, and to
conduct a prompt follow-up any timeé that
eligibility status might be affected by chariges
In the famlily's makeup or a reciplent’s in-
come,. Recipients themselves are supposed to
report any change in their circumstances,

Although the first period covered by <the
new quality control system was October 1970
through June 1971, the data collected weré
not complete enough to give a true national
picture. To fill this gap, SRS asked Statés tc
submlt a subsample of cases from thelr April
1971 caseload.
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‘The analysis of this subsample in the at-
% ed tables has two lmportant limitations,
lals warned:

1. Only about half of the Nation's publlc
wslstance caseload is representéd because
Many- States were unable to réview enough

iases in April to provide a valid quots for a

ational subsample;
"2, Somé of the largest States are therefore
" 54 '1g) resented, including California, Colo-
'Mo. [aryland, Néw Jérséy, Nofth Carolina,
“dx4s ' and Virginla. Moreover, New York,

}i” hem,
,gm.z 1.—Eligibility. status of /ammes re~
cetving AFDO, Apru 1, 1971
Jigibiltty status:  Percent
'f - All famllles--—--—--'z'-:-—a ------ 100 0

> Ellglble famllles-_----.« ............ ‘
Inellglble familles. oo
nm.n 2.-~Overpayments and underpayments
- 01" eligible assistance families recelvmg
© AFDC, April 1071

" PERCENT OF ELIG!BLE FAM!L!ES 3

*hyment status:
Al famllies D e mmnmm——————— 100.0

Recelved correct amoum; ot asslst-

;‘ CBNCR e m i cccmeemcaea '75.7
. Récsived overpayment..___._..____ 14.6
Received undérpayment--_-._ ...... 9.7

¥ ‘AMOUNT
.verage amount of overpayment to

Ql overpayment to ‘overpald familtes--cu 92
Average amount of underpayment to °

& underpatd familles. o oo ocemmee- $18.32
§ 1Does Hot' include’ ineligible familles.

ABLE 3.—Reasons ]or ineligtbmty, overpay-

AFDC families, April 1971
g ‘PERCENT
grror status: -
: All tamiles oo

F‘ammos with error (in euglbmty
. or- payment status) —mmtedmm—an.

13.2
12.0

Fammes with ‘agency error ohly-_.
‘Families with client error opty._._.
F‘amlél)les with agency and cllent

error

- - -

WA,.“‘;.»«.W;;;‘@&&% H s T( 2 o

F‘amllles w1th no error. (in ellglbllity
g;; or payment status) ..............

iy PERCENT OF ALL FAMILIES

‘ugiblllty factor causing errro '—Fam-
« " 1lles with étrorin: :
2 Basic program requirements LR

“Resources

O e - . -

g éih S

w
:
g:
g
i

....... - - -

9116, Pénnsylvatiis, and Wisconsin submitted-
¥ ay & small fraction of the quota requested»

ment and undetpayment of asslstance to .

11 .

1Only one factor is reported for a family,
For families totally ineligible, the first error
found contributing to the ineligibility is re-
ported. For families with error in payment
status the factor involving the largest
amount of income or need is réported, al-
though all of the errors contributing to the
net error are taken into consideration.
?Includés errors in requlremé‘ﬂts for age,
institutional status, disabllity ¢r blindness,
living with speciﬁed relative, and deprlvatlon
3 Includes errors in such resources as real
estate (home and otheér), insurance, savings,
investments, and disposal of propérty. :
“Includes errors in earnings, insurance
benefits and pensions, support payments,
contributions, othér income; and the tréat-
ment of income according to the State's

" poliey.

s Includes errors in the basic budgetary al-
lowance, speclal circumstances allowance, and

‘in proper peérsons inecluded in the” cllent'

budget.

~ ¢Includes errors in computatlon and - in——
State requirements not included elsewhere.

TABLE 4.—Eligibility Status of Adult Cate-
gory Cases Receiving Assistance,* April 1971

"Eligibility status: Percent
All adult cases“, ............. 1000
ENgIble CASEeS_ - owimoodnmoommmanes 95.1
Ineliglble cases. ... cooooeono.. 4.9

tIncludes recipients of OAA, APTD, and
AB. :

TABLE 5 -—-o::erpayments and underpayments
of eligible Adult Category Cases Recefving
Assistance, April 1971

PERCENT OF ELIGIBLE CASES
Payment status:

All eligible _adult cases'..._.__ 100:0
Recelved correct amount of assistance. 87.2
Received overpayment,. ....__...._.._. 7.9
Recelved underpayment...._._....... . 4.9,

AMOUNT ‘
Average amount of overpayment to
overpald Cases. oo $22.43
Average amount of underpayment to .
underpaid cases_é‘.--‘-.-‘-‘.-.~--- $14.23

Doés not’ lnclude ineligible cases.

'TABLE 6.—Reasons for Ineligibility; Overpay- ‘

ment and Underpayment of Assistance to
Adult Category Cases, April 1971

PERCENT

Error status: b
’ All aduilt cases---...-...i. ....... 100.0

‘Cases with error (in ellgibluty or
payment status)....... RN 17:1
Cases with agency error only....... . 9.6
Cases with client erroronly........ 8.8
7

Cases with agehcy ‘and; ‘client error.. . 1.
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" Cases with no error (in eligtbility or
payment status)._........ m————
PERCENT OF ALL CASES

Eligibility factor causing error '——Cases with

82.9

error in: )
Basic program requirements*_ _____ 0.4
Resources® _____ . __.___._____._.__ 2.6
Need—income* ... .. __._.. 6.6
Neéd—-tequtrements R . 1.6
% Other O e icmmcamcm—————— 0.1

t Only one factor is reported for a case. For.
' cases’ totally ineligible, the first error found
. contributlng,to'&he'menglbmty 1§ ¥eported.
1588 with error in payment status the -’
ctor 1nvolving the largest amount of income

-For |

S il

“oF neéd 1§ reported, although all of the errors

-conitributing to the net error are. taken mto

- considération. - .-
- *Includes errors in requiréments for.age,
institutional status, disability or blindness,

living with’ speclﬁed relative, and deprivation.
s Inchides errors ih such resources as reat

- estaté (homeand other), insurance, savings,
“investments, ‘and disposal of property.

i Includes errors -in earnings, insurance
benefits and pensions, support - payments,
contributions, other income, and the treat-

" nient of income according to the State's pol-

ey,
3 Ineludes errorsdn the basic budgetary’al-
lowance, special circumstance allowance, and

in ‘proper persons included in the client’s

budget.
¢ Includes errors in computatlon and in

. State requirements not included elsewhere.

. ExHislT 2 )
WELFARE MYTHS VERSUS Facrs N
L MYTH
" Welfare people are cheats.
FACT

- Suspected Incidents of fraud or mlsrep-
resentation among welfare rec¢ipients occur
in less than four-tenths of one percent of the

" total welfaré caseload in the Nation, accord-

eligibtity of 'AFDC 'families at 'least once’

“ing to all avallable evidence. Cases where

‘fraud is established oceur even less fre-

quently
‘Another 1-to 2 percqnt of welfaré cases are

__technically ineligible because of a misunder-
‘standing” of the rutes, agency mistakes, or
changes in family ciréuinstances not reported

‘fast enough These are human and technical

.errorsh ‘it Is not cheatmg

While the proportion of those who délib-

_erately falsify informatioh is very low, bothf'

,the Federal and State governments seek’to

’ eliminate them from the welfare rolls as well’

as to remove all érrors I detérmining eligt-
bility. The  overwhelming majority of re-

czrients 1lke most other Americans, are not’

1tully mlsrepresentlhg thelr situatlons,
tate agencles aré required to check ‘the

every six months; those with unemployed

. fdthers, orice evéry three months. 'The Féd-

eral Govérnment also aralyzes State records
and makes on-site ¢hecks of & portlon ot each‘

States welrare cases.

-

2

Many publicized charges of cheating ofF
ineligibility simply have not stood up under
fnvestigation.

ExHiBIT 3
REPORT OF FINDINGS OF SPECIAL REVIEW "OF
A1D TO FAMILIES WITH DEPENDENT CHILDRER
IN NEW YORK CiTY
SUMMARY OF FINDINGS
The Fedéral-State eligibility review “¢af-
ried out a comprehensive redetérminatjon 6f

* eligibllity and amount of assistance paymeijt

in a statistical sample of 543-AFDC cases 6
the payroll of the N.Y.C.D.S.S. betweén No-
vember 1,71068 and January 15, 1969,
exlstence of potential resources’ (e resources
not available through some fof of reclpieﬁf
or. agency actlon) was also examlned

ELIGIBILITY

The review ‘determined that 89.2 percent
of all families in the samiple ‘were- eligible
for AFDO, 9.4 weré ineligible, and eugabmgz
could not be determined in 1:.4%. It was al
found that 6.9% of the ‘famil‘les,_ thoug,
eligible for AFDC, incliided one or-more
family members who,  were improperly in-
cluded in the payment because they were not
individually eligible.

The principal reasons for inengiblty were:
(1) that the AFDC children were not de-
prived of- parenta. support or care, as re-
quired for eligibility (6.4% of all samph
cases), and (2) that the familles' income or
financial resources exceeded agency stand:
ards (3.0% of all sample cases). . . . Ine]-
igibility was found to’ have continued for
periods of more than six months in 29 of tl}
61 ineligible cases (6. 3% of all sample cases

OVERPA\’MENTS AND UNDERPAYMENTS

Payments in éxcess of the ¢orrect amoun’
under N.Y.C.D.S.S. need standards were fouti,
in 20.9% of the sampie cases. Amounts T
overpayment rangéd from $1.00 to more than
$200.00. The average amount was $43.00. (The
average payment in AFDC in N.Y.C. ih Jan-
uary 1969 was $244.00.) 0verpaymen ch-
curred principally bécause amounts fne u

as inconie avallable to the famlly were
correct or because an error was' made n eb
puting basic-requirements, most" often shei
ter costs,

ExHIBIT 4
MARYLAND Junv INDICTS EIGHT IN WELFARE
SWINDLB :
BALTIMORE. Aug. 7.—'Three persons wer’
arrested Friday for allegedly englheering

" scheme which bllked the state welfare de-

partment of as much as $40 000 In‘ the pasi
four years. .

‘Berijamin Brown; an asslstant staté’s at.
torney, saild at “least eight persons wef
naméd in 68 indictments handed down ig¥
Thirsday ‘and more indictments were. ex
pected next week.

The scheme involved persons applyln fc‘
welfare paymients undér’false riames an

- dresses in Baltimore, BroWn sala With ohw

-



i%" lndivldual}ettlng more than $2,300 a month
Z'and another $1,700,monthly.
. Arrested were Vernon Harris, 26, alias An-
thony McCray; his brother, Percy Harrls, 28,
so known as Calvin Wilson, both of Balti-
ore; and Miss Flora Green, also known as
'Jora Hersey, of Hyattsvme in Prince George's
unty., -
. Because the mvestlgation s continuing,
sofficials declinéd to say How the scheme
S¢ame’ to light. The indfctments by a $peclal-
ssesslon of the grand jury capped & four-
/month’investigation,
# Brfown, who noted the schéme did not
S 4ppéar to’ Involve the collusion of staté em-
‘ ployes, sald that aftér the reciptent got on
X'élfaré rolls, his checks came to false ad-
¢ssés, where they were picked up by mem-
befs of the ring and cashed.
~Miss Green was named In-nine'‘indictments -
*allegmg she received checks totalling $1,971
Zbetween NovembeY, 1970, and .last month.
Veriion -Harris was named 'in 29 different
»lndlctments which charged he recelved $3,-
-%538 In welfare funds in a 16-month period;
£ while his ‘brother Percy was named in-seven
counts with accepting $754. :

L ——— - « 4

H : EXRIBIT b
Mﬂ‘rom the Washington Post, Nov, 12, 1971]

MANDEL SAvs HE'LL, PURGE WELFARE ROLL:

(By Lawrence Meyer)

- ANNAPOLIS, Nov, 11.—Gov. Marvin Mandel
‘sald today that he Is intent upon purging
v'inelligible recipients from Maryland’s welfare
1‘rous. ‘He denied charges that his adminis-
Etration 1s attempting to discredit the state

iwelfare program as a preliminary to cuttlng
E?tho 1973 welfare budget.

g Although Man ol sald he could not cite

?
k

precise’ figures on- the number of ineligible
‘welfare reocipients, he said, *We know. there
- are & number - on the rolls. We have evidence
#that there are a number on the rolls.”
Mandel’s comments on the state welfare

iprogram at his press coriference here were

suis first since Lt. Gov. BIAIr Lee III sald early
Finls week, ‘that “drastic action” would be
“taken to eliminate ‘‘erooks and cheats"
among welfare reciplents.

‘Lee's remarks, in an-interview: with two
"_‘_qa‘pérters. folloyved by several weeks the leak
.ot & confidentlal report by the State Depart-

‘ment of Budget and’ Fiscal Planning sug-
gestlng how Mandel might_cut $20_milljon _

""9%, the state's welfaré budget. :
: e Mandel administration was gccused

M);ryland ¢ltizens to the popular myths
_jhat welfare recipients are dishonest and
‘,eaters by Thomas J. 8. Waxter Jr., presi-
nt of ‘the Maryland’ Contérence of Social
ifate. The conference claims a member
Hip of 1,000 persons, including soctal work-
€%x~s and private citizens intérested in welfare’
‘Programs, - A
“Waxter said the ndmlnlstratlon "ls mounte
F”mg 8 capalgn to’ cu£ "the budget of 'the De-‘

5
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of “a.ttemptlng to ¢ondition the minds .

partment of Employment and Social Serv-

" 1ces.” As evidence, Waxter cifed the budget

bureau report and Lee's comments, which
concerned a program under way since Febru-
ary by the Department of Employment and
Social Services to strike ineligible welfare
.reciplents. .

. Lee, who sald he was uslng\ﬂgures sup-
plied by the state agency, estimates that at
least $16 million of the $160 nillllon in state
and federal funds paid out for welta.re as-
sistance is going to persons who éither are
ineligible or who should be recetving reduced
payments.

‘Don Nave, an assistant to Employment and
Social Services Secretary Rita Davidson, said
‘in an interview earliér this week that the
_department estimates'the total over- payment
at t about $8 million a year.

~“Lee, in & separate interview, sald; “It isn't

i worth all'the hair splitting. The point is to
stop worrying about this kind of nonproduc-
tive argument and get on with the job of
cleaning them up.”

Virtusily all of the money pald out m
assistance to welfare clients Is state and fed-
eral money, but control and direct super-
vision of the distribution of JSthese tlmds is
left to local jurisdictions, ¢

About 232,000 of Maryland’s 3.9 miilion
residents, are expected to receive welfare as-
sistance in Maryland during the current fis-
cal year, an increase of about 51,000 over
ficcal 1971. In fiscal 1973, the department
estimates, another 61,000 persons will be ad-
“ded to the welfare rolls.

About 66 per cent of the state's welfare
'recipients live in Baltimore. -

Mrs. Davidson’s department in July, 1970
instituted a new systent for applying for wel-
fare assistance. Discarding the face-to-face
interviews that had. been required, the de-
partment employed s 12-page form that wel-
‘fare applicants could flil} out and mall to
their local office. There, & local welfare offi-
cial reviewed the form to see if the applicant
was eligible and if he or she was, welfare '
/payments would be made. The amount was
determined by a complicated forxpula that
‘allows & maximum payment of $200 a month
to a family of four.

F‘ollowmg thls initial applloation, welfare -
recipients are ‘required—under ~tlifeat of
criminal prosecution—to report any change
in their employment status or income. Local
welfare workers also are expected to make
periodic checks to see if recipients stil qual-
ity for welfare or if thelr payments shoutd
be reduced. ‘

Accordmg to Mrs, Davidson and Nave, the
state depattment, realizing that a problem
existed, last Fébruary began a review of wel-
fare reelpiems in Baltimore. Out of a sam-
ple of 10,000 cases, according to Nave, dis-
crepancles were found in 1,900 cases. A care-
ful' review of 167 of these cases now has been
compléted, according to Nave, and the esti-
mate that $8 mililon in overpaymerits has
‘been made is based on that review. Lée says
the true figure 1s ﬁ& milfion. -

~t_
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Nave sald the U.S, Department of Health,

" BEducation, and Welfare has set a standard of

payment and other discrepancies.

That is, an estimate that 3 per cent that
can be tolerated, of all welfare dollars will be
ga‘lq to people who should not get them is
yuilt into the program. The Maryland study
shows & discrepancy of about 5 per cent.

Mrs. Davidson, Nave, Lee and Mandel all
agree that a serious: problem exists. That
problem has two elements. One is ‘‘crooks
and cheats,” as Lee describes .them, who
though not eligible are fraudulently recetv-
ing welfare. Nave said that only 2 per cent

3 p%l; cent as the reasonable limit for over-

of welfare reciplents can he properly con-

sidéred to be gullty of fraud. ;
The uther element results largely from ad-

-- ministrative problems, according to Mandel, -
" 'Lee, Nave and Mrs. Davidson.

For example, Weifare reciplents may réport
. & change in their employment status or tn-

come, Nave sald, but city welfare workers fail
to process the report. As a result, the welfare

‘check remains- unchanged and the client,

having reported ‘the change in status, as-

. sumes that he is getting what is rightfully

hl& . !

“Or. the welfare workers fail to make the
periodlie or ‘'reconsideration” checks on ¢li-
ents that the state requires. Or, the welfare
workers fall to process the reconsiderations

when they are sent in by the welfare client.

Mrs. Davidson said Baltimore City has a
backlog of 28,000 unprocessed reconsidera-
tions. Past attempts: to persuade city welfare
workers to deal with this: administrative
problem have been unsuccessful, she said.
Mandel saild today that it {s this “adminis-
trative failure” that is largely- accountable
for the overpayment problem. .

Mandel sald Mrs. Davidson had carried a
message from him to Baltimore's welfare

_workers, “That If we don't get cooperation,

drastic measures .will have to be taken.” He

declined to say that the measures might be. .

Mrs. Davidson sald récently that she has

‘reached agreement with the city. welfare de-

partment and expects to make significant
progress on <he problem. i
Maryland presently sets: a standard of

. $3,958 as the subsistence level, or amount of

annusal income needed to live, for a family
of four. The present weifare payment of $200
a month is only about 81 per cent of that
standard. Mrs. Davidson, w#ho sought unsuc-
cessfully last year to Increase the payments
to 65 per cent of the standard, i asking for

- $85.8 million 1n fiscal. 1973 to cover the addi-'

glonﬁl ‘ease load expécted and to raise bene-
ts. ' - ' '

crease in benefits could be expected until

‘the welfare rolls were “cleaned up.” Mandel,.
citing the overpayments and a projected .

budget deficit in 10783, says the pros-

‘pects are’ not ‘“optimistic” for increasing

nefits. ‘

- Mandel denies any ¢onnection between the

leak of the budget bureau report, which

“Lee made it clear to reporters that no In-

14

suggested lowering the subsistence standard
and raising the eligibility requirements, and
Lee’s strong statements. “The fact that theé
budget’ bueau made a report is totally un-
related to the discussion of the question by
the lfeutenant governor,” Mandel sald to:
day. “There I8 absolutely no relationship
"there. ' ‘

“1 don’t think any of us woild condone
keeping in the system those who are not
entitled to benefits,” Mandel sald, because
the ineligible cost taxpayers unnecessary dols
lars and deprive the eligible of what is right-
fully thelrs. N

With the state facing a budget deficit,

- 8ome_observers who belleve_that the state’s

" welfare benefits already are too low—als

though Maryland was one of only seven states
to increase benefits this year-<fear that Man=
del is beginning a campaign against welfare,

“I can only believé,” Waxter sald today,
“that the governor finds it ‘politically ex-
pedient on the state level to encourage pops
ular prejudices against the welfare recipients
when he is faced with the pressures of a
rising caseload in Maryland.” ‘ .

Lee denies that there is any campaigh
against welfare. “If we have to cut it back
(the welfare budget),” he said earlier this
week, “we don't need a campaign,” .

e )

_ ExHBIT 6 o
[From the Evening Star, Jan. 9, 1971]"

TWENTY-TWO PERCENT OF WELFARE RECIPI-
ENTS RROPPED 'FROM NEVADA ROLLS
CamrsoN Crry, NEv.—Nevada has dropped
22 percent of its welfare recipients—about
3,000 men, women and childréeh—on grounds
they've been cheating the state to the tune
of about $1 million a year, according to Wel-
fare Director George Miller. S
Miller yesterday said the recipients, ine
cluding 889 family units, were cut off relief
rolls as they were discovered. .
The fact that a door-to-door check of atd
‘recipients In Nevada was being conducted
was not disclosed until it was completed.
Miller sald he bélleved Nevada is the first
state to make such a check and that similar
ones would turn up even more cheating in

‘wother states.

“The other states are ifi much worse boats,
they just haven't found out about it yet. The
only reason Nevada could is that it’s smalil
enough to take an inventory,” Miller sald.

_Miller blamed the cheating malnly on a
-federal rule that allows applicants to get
ald merely by declaring they meet all quali-
flcations, ' )

‘Most of those cut off falled to report other
Income sources, unemployment benefits or
that there was a man “living in thé home,
Miller said. _ E
Most of those declared ineligibie—658
families of the 889 families—camé on welfare
after the start of the declaration system in
June 1969, he sald. Payments to the now
mallg}l‘ble ‘families have averaged $87.20: a
month, ‘ -
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"' ‘The bulk of those found Ineligible were in
‘evada’s two urban areas, Las Vegas and
$uc. The rest of Nevada (s mainly rural

and it’s hard to cheat in th§' rural areas be-

' 2,971, 34%: have been
employable. ‘ ‘ ‘
1,445, 17% were fourid to have been tem-
porarily i1 or with a valid reason for not re-

ifeclasslﬂed as non-

ause everyone kriows everyone else and-what- -porting and have-been-re-referred to.the Di-

“hel¥ facts of Iife are.” Miller satd.

i - ExHIBIT 7 .

. BTATE or NEw YORK %}mﬂsz. DECEMBER 3,

: 1971

= Governor Rockefeller today released the
fourth monthly report’ from Social Services
=sommissioner George K. Wyman and Indus-
al Commissioner iouis-L. Lévine on the
Jperation of the Governor's 1971 Welfare Re-
"orm program: ST

’ STATE OF NEW YORK,
T “DEPARTMENT OF LABOR, :
c Aldbany, N.Y., November 30, 1971..
Theé Honorable NELSON. A, ROCKEFELLER,
Rovernor, , ) '

'‘ate of New York,

Albany, N.Y. CL

‘. DEAR GIOVERNOR ROCKEFELLER; This s the
Tourth monthly report on émployment refer-

wﬁ&g

3

«ls and job placements under your weltare

Yetform program. It is the second time a joint

fsport on this program is being made by the-

separtment of Social Servicées and the De-
“artment of Labor which share responsibility

or implementatton. Cooperative “efforts by

shese departments to unity the reporting sys-
tem have made substantial progress toward
“this end. The report on the December activity

. expected to reflect the result of this com-

ﬁimﬂ effort. . } ’
.. 'The October statii-tics.shiow a decline in the
Aumber of referrals to_ the Division of Em-
loyment, reflecting the action taken in the
“first three months of, thie program which re-
ulted in job placements and removal from
hé public assistance rolis and als¢ New York
Jity action on those who claim to be unem-
ployable. ‘ _ . '
3 In October .
- 3,220 public assistance recipjents found em-

jloyment. It brings t6 11,142 the number who

jave taken jobs since the program

went into
qaoct on July-1. ! :

133 were removed from the public assist-

é-.;ee rolls for fallure to comply with the work.

equirements, bringing the four-month total
those for whom assistance was terminated

216,833, , :
- A more 8¥8tailed report on our findings for
dgtober Indlcates that: -

1,416 reciplents were referred to the Divi-

: m, - 6f Employment.
+"18,0717 rediplents;

¥ave falled to comply with the réquirement phase 0

hat they report, accept work, job réferrais, or
saining. - ST ‘ :
-1'8,666 individuals, 88% of those who failed
o ‘comply with reporting requirements, have
* 4'thelf cases reviewed by lncal welfare dis-
-1ts and a final determination of their eligt-
*“¢ has been made. . ‘

{70 these cases which have been disposed of,
havé been dropped from the wel-

M98, 43¢%

o

‘vision of Employment. ‘ o
517, 67%. applications denfed or withdrawn,
Of the 36,339 who did cothply, 2,229 have

bedn.plaged in Jobs. ; ,

¢« Of 51418 of those referred, 3,733, approxi-

mately 7% wére dropped from the rolis dur-

ing the month of Octobeér.
Sincerély, :
Louis L. LEVINE,
State Indusirial Commissioner.
.~ CGErORGE K. WYMAN,
State Contmissioncr of Social Service.

s .

ExHIsrr 8

_ BTATT. OF NEW YORK RELEASE JANUARY 7,172

. Governor Rockefeller today released the

fifth monthly report from Soclal Services -

" Commissioner George K. Wyman and Indus-
trial Commissioner Louis L. Levine on the

. operation of the Govérnor's 1971 Welfare

program: . ‘
STATE oF New YORK,
DEPARTMENT OF SOCIAL SERVICES,

‘ Albany, December 30,1971.
Honorable NeLSON A, ROCKEFELLER,
Governor, State of New York,
Albany, N.Y. - ’ g
- DrAR GOVERNOR ROCKEFELLER: This is the
fitth monthly report on employment referrals
-and job placements under your welfare re-
form program. It ¢ontinues to show notice

able progress in the realization of the wel-
fare reform objectives of helping reciplents
to self-sufiiciency and restoring public con-

fidence by temoving from the rolls those who

- are unwilling to comply with work reporting - :

and couriseling requirements. ..

November showed & 4.1% -increase over
October in the number of reciplents placed in
" jobs, and a 16.1% increase in the number who
were - dropped from the  welfare rolls for
- fallure to comply with the requiremens that
they report, accept work, job referrals, or

training. - . L
It is important in analyzing the figures to

note that the number of persons rejuired to

~ report to the State Employment Service in
November totaled 80,632, approximately three
percent of the 1.7-milllon rec¢ipients currently
on public assistdnce rolls. We are continuing
to screen this caseload to determine the nume-

ber of adgditional persons considered em-

ployable by legisiative definition. . :

20% o?f”ghosg' referred, . We are’pleased to report that the main neid

a gpeclal study of this program has
- been completed, a joint undertaking by our
departments, the United States Department
of Labor and the United States Department
“of Health, Education, and Welfare, 'and
analysis of the data collected 18 now under-

way. This study will yleld informatiori hot .

otherwise available on the characteristics of
employables required to réport,-particularly
a8 relatéd to job placement, fatlures to com-
 ply, and local soclal services agencies' dige
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positicn of such ratlures to comply

In November:

2,320 ‘public assistance recipients found
employment, 4.1% more than October, It
brings to 13,462 the number who have taken
‘j’obs sinc¢ the program’ went into effect on

uly 1.

4,335 were removed from the public. asstst-,

afice rolls for fafiure to comply with the work
requirements, 16.17. more than Ottober.
This brings the five-month total of those for
whom assistanc

A more detailed report on our ﬂndlngs for
November inidicates that:

50,632 recipients were reférred to the Divi-
slon of Employment.’

15,528 récipients, 30

. of those erred
have failéd to comply wlth the req ment

that they report, accept work, Job referrals,
or training.
11,268 individuals,’ 72.6<. of those who

falled,to comply with reporting requirements,

‘have had thelr cases reviewed by local wel-

fare districts and a final determination of
their eligibility has been made,

'Of these cases which have been dlsposed
of, 4,335, 38.6< have been dropped from the
welfaro rolls,

49171, 43. 5“' have been reclassified as non-

" employable.

1,466, 13% were found to have been tem-
psrarlly ill 'or with a valid reason for not
reporting and have been re-referred to the
Divlslon of Employment.

586, 6<- applications denjed of withdrawn.

"Of the 35,004 who did comply, 2,320 have
been placed in jobs. :

‘Of 60,632 of those referred, 4,335, approxi-
mately 9% were dropped from the rolp s dur-
ing the month of November.

Sincerely,

'GEORGE K. WyYMAN,

State Commissioner of Social Services.
Louls L. LEVINE, .

szats Industrial C'ommfssioner

- EXHIBIT O
[From the New York Times, Jan. 4, 1974]

SUGARMAN PLanNS  DRIVE “To Cur Wm.mas'

" BACKLOG~=H.R.A. CHIEF SEEKS T0 SAVE C1ty
$2 MiLL1ON MONTHLY BY CLEANUP Pno.y:c'r
“(By Peler Kihss)

A drive to clear'up a paper-work backlog
In processing weifare cases, alming to save
the ¢ity 82 milllon a month by earlier clos-
ings alone, was pnnounced yesterdav by Hu-
man Resources Administrator Jule M. Sugar-
man, -

The ‘plan has authorlzed the spending of

. $355,000 for 62,685 hours of pald overtime to
- reduce a backlog of 161,724 trapnsactions. Of

these, 10,400 répresent suspensicns and ter-
minations on which delay could cost up to
$24 milllon on ah’afnual basis. -

Mr. Sugarman sald the extent of the back-

" log becam= known 85 a result of hew manage-

ment approaches and also the virtual com.-

- plétion ot a separauon of payment and case-
- work tunétlons )

CENTER 45 DAYS BEHIND

The 13-week cleanup plan followed a re-
port by the new office cf management engi-
neering under Deputy Administrator Arthuf’
Splegel that showed the Waverly Center, with’
4 top backlog of 19,5644 actions, 45 ‘ddys be:
hind in its work. The feport sald some centers
had’ transactlons awaltmg acuon sinice last
February

A part of the backlog involves téernilnations
required by.state law éfféctive last July 1 for

was terminaitéd to 20,168.. — employables-who fall to pick up -chécks fn

person or to take jobs or training through'
state® employment. centers. Mr. Sugarman
sald, however, that such clients’ chiecks go €6
the state centers whére the so-called “no-
shows" then cahnot collect.them.

A breakdowii 6f the backlog, in addition to.
the 10,400 pending closings and suspensions;
listed approximately 5,100 cases 'as involv-
ing stispected fraud. Other categorles were
1,000 new applications, 6,500 reclassifications;
22,200 budget cmmgesris 200 transfers™ (Usu~
ally between centers), 1,000 ¢hahges of ad-
dress, 45,450 “filing work" and 67,000 "othei's "

' CHANGE-OVER_A FACTOR

Mr. Sugarman sald the savings from speeds
ing closings would be augmented also by
-$wifter recovery in identifying duplicate
check frauds, which have been estimated as
high as $4 milljon a year.

The management staff report atmbuted
the growth af the backlog in part to d!srup«
“ticns of former administrative processes durs-
ing the two years of ¢hange-over to the sep-
aration system, some cauied by ‘“riurnerous
widespread’ and localized work actlons" ‘by
employes.

Another fdctor was described as the ine
crease in case load while the Department of
Social Services staff engaged in income mains
‘tenance had decreased. The number of case-
workers has gone from 9,500 to somethlng
over 5,000 in three yvears, although abo
1,900 employes have been hired in other cate-
gories since 1ast Otcober.

The welfare case load has risen to 485 766
cases lInvolving 1,228,274 persons through
October, with a rise of 12,456 persons that
month bringing the average growth since
‘the clty budge} year started last July to
-8,176-persons -a month::

“~The_ upward spurt océlrred despite the new

“get-tough” state law changes, and followed
an actual average-monthly decrease cf nine
persons ‘from the rolls’ during Apﬂl May
and June.

Exmarr 10

(From the Washington Post, Jan. 7, 1973}

st'rkrc'r WELFARE SEEN OVERPAYING—STUDY
SHows OTHERS' ARE ‘UnpERPAID
(By J. Y. Smith)

About 6,000 of the 100,000 weltare reclg
fents in the District o6f Ccsiﬁmble. may be
ineligible fof afiy of the benefits’ they aré’
‘receiving.

Abdut 17 000 of the 85,000 persons recelv-
ing benefits under Welfares Atd for ‘Fam-
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wtes with Depéndent Children program may ‘rent, this amounts to a mo‘nthl"y welfare

.- récelving more thdn théy are entitled to. payment of $238.50.

7 Anothér 7,650 AFDC beneficiarles may be  Congress sald payments could be main-
&celving less than théy are entitled. - talned at the 76 per cent level-if. overpay-

&?&:» L

o A e ments frauds ‘were ¢éliminated.
iése are among the major findings of a Ments and > ellmiy v

Jucation, and Welfare. The figures—the Organization, Yeldell sald thdt “frauds’ here

@prst of thetr Kind to be made public here Were “‘extremely small.”

O]

[vestigations, officlals make statistical pro-
[&

potions to determine the probable margin “tigs” Mrs, Horn satd.

,,,«,ng released the results of the nattonal
irvéey Monday. They showed, according to

‘‘recent years—are based on a “quality  Mrs. HOrn and a dozen members of her
"ﬁ“ﬁ?gi"‘“regoit Covering the period from last ETOUD. one of two principal weltare rights.
el 1 to'June 30. ’ - < groups in the city, cau‘ed on Yeldell to ask,

x ‘ among other things, how thé 456 investiga-.

& “Quality coRtrol” fs & process under which gore voould ne eeds””
goltare tamilies are seleeted at random and . “uwe want no surveillance of 6ur homes, no

cunistances. Based on the results of thd the beds, no questions of' the ‘neighpors, no -
" degrading questions, and no Gestapo- tac-

. error in the entire case load. - ‘The ¢lty’s other welfare rights group, which

_The April-June study was submitted 0 )5 the o0al amitate of the Natlonal Welfere

W 88 part of a federal effort to determine piones-Orpanization, has éxpressed stmilar
16 margin of error in. the natlons welfare concerns to Yeldell. He has gromlsedthere‘ :
' i will be “no réturn to the day of investigators

looking under beds.” He sald the U.S, Su-
- préemg-Court had thrown-out the rile that

{statement, “that approximately 5 per cent  you1d deny an-AFDC beneficiary any benefits

lﬁi.'.’

. the nation’s welfare families were: ineli- e e
“+Cto¥ - payment they  received in April, - if there were a man in thé house.

"Yeldell emphasized that he has not de-

"For AFDC familles, who make up the Clded precisely how the investigators would

yuntry, 5.6 per cent (6.2 percent In D.C. el ‘ ]
-‘?'!.’0— tg_tauy ?nimglble (foi"gm'éﬁté.”ﬂ;én bé)!' .without- futther consultation with Mrs.
nt (20,6 per cent in D.C.) were receiving
yerpayments, and 9.7-per &snt (9.2 per cent
i D.0:) were receiving underpayments,

listriot’s department of human resources,
ymmented that the HEW reports showed

it AR tAL A » etan ‘be -utilized or how they would operate. He -
Best category of welfare reciplents in the .7y " Sould not. make ‘a declsion on this
Horn’s group and other interested parties,
___Under the present quality contro} system,
}nvesilggtorsf made appointments with the
y : ' head of the Ifamilles to be investigated. The Supreme
I Reproidell, the new head of the Gl *has ruled that with o withony mo
- appointment, a welfare reciplent does not

~4% the numbet of “frauds on welfare rolls- D8veé to admit an lnvestl'g?,tor to the house-

"8 {8 extremely small.” He said he would .hold. "

‘ake every effort “to clean the rolls of these Henry R. Ronson, who is ‘lh ‘charge. of

fauds” while ensuring that eligible cllents quality control in the District, said that the

1
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celve all they are entitled to. ; average overpayment, based on the sampling’

+08.D.0. Revehue Bill, passed by Congress submitted to HEW, was $46 pér month, The

. the closing days of the last session, di- dverage underpayment was $18 per month,

-722 the oity t6 hire 46 welfare investiga- For familles who were not eligible for any -
o to cut down on the rising case loads bénefits,"the average ‘payment was $168 per
_% 8nd on fraud. Congress provided $204,- -month, . "7
“forthispurpoge. 0 T T ~ According to both Ronson and Yeldell, the

.- Nov. 20, Superior_Court Judg ajor factors leading to error are inistakes

'R

im%&rdle sentenced Ethel Holden, 23, of in determin{nig Thée number of -people-in a-—- -

3th 8f. S8E, t0 18 months In jail after” household and failure to take into account

piss Ao APl dth

Holden was the first person convicted employmeént, child-support payments, or
1fare fraud here since.1988, according retitement benefits, Co

nneth West, assistant D.C. corporatlon Most of these errors are caught within
iinsal. -At ‘that time, officials sald about three months, ¥eldell sald, and many of them
. dozeri othér cases were being reviewed ~are réported by the cliénts themselves.
gfiﬁyt“ﬁnly*ﬂwamblr,e‘g_;“ latlons fla- - Last November, the most recent manth for
At enough ltkely to resutt in céit!f’racuomu_wn%ges are avallable, the Distriét paid
3 r})%ress also cut $5 million from the sum out'$635 millton in-welfare payments in 40.343
tridt ofMclals sald they needed to main- - cases, representing 102,160 peopte—If—that
| welfare paymeénts at thélf present levels. level were maintained, the anhual wel tare
48 level Is 76 per cent 6t th ) standard of  bill here wolild be 878 million; not ¢ounting
o] 33(;%3;8 & year in'D.0.) as determined salaries and other administrative costs, ,
the Department of Labor in February, But Ronson and other offittals polnt out
gv. Por an AFDO family of four that pays that the.case load has been rising at a rate
; more than 25 per cent of 1fs income for Gt nearly 1,000 'a month. - -

;,;{&gx%gigglon on three charges 6f fraud.  outside sources'of Income, such 48 part-time

b

.
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Ronson estimated that, despite quality  The state's Welfare Inspector "Genéﬁr'gl,{es-;
control, a8 much as 10 per cent of thé an- terday sharply critleizéd the éity admini$tia-
‘nual outlay may go to overpayments and tion of the welfare program and sald that
outright frauds. But he emphasized that this frauds were made éasier ‘hére by laxity and*
- was 'a high estimate. It would amount to pérmissiveness on the part of Social Sefvicés
$7.8 milllon at the current rate of spending. Departiient persofinel, ' L
Comer Copple, Mayor Walter E. Washing-' George F. Berlinger, who was appointed to"
-ton's budget adviser, recently estimated that ~the post in August by Governor- Rookefeller;-
-thé loss due to fraud and other causes.was charged that frauds weré éncoiiraged Qy‘t'h_f‘
= less than $5- mulon. - attitude of some 8f our welfaré officl§ls who'
In. his meeting with Mis. Horn, Yeldell' say, publicly, that these are rot serious
pledged that thére would be no cutback in crimes and excuse violators bécause theéy are

- welfare payments despite the trimming of" sulbo}ect to 'strains and stresses’” - -
the budgét by Congress, ‘ . Berlinger told about 60 persons attends
Prior to passage of the city budget, Con- ing the 105t 1 'annual meeting of the Brooks<
gress had threatened to cut 48 milllion from “lyn Bureau 6f Community, Services at the'
the welfare request. Welfare officlals reacted Bossert Hotel, 89 Montague Strest, that “an’
by saying such a cut would result in' halving - attitude of tolerant laxness seems to pérvade
payIments to reciptents. Congressional ‘érities the oity's welfare adminidtration and_this,
of welfare told the city it couild make up I belleve, leads to all sorts of abuses within:

the difference by cutting out ‘éverpayments ~the system.” . i
- and ineligible recipients, = . - Mr. Berlinger sald his office’ had received-
Congress later restored $3 million of the more than’3,000 complaints of alleged frauds
amount out. Olty welfare officials still arguc and abuses from persons who “are incensed.
that they do not have enough money allo- that others are recetving furids fmproperly
- cated to maintain payments at exising levels, through deceit, fraud or as & result of admin«
although ‘they. promise reciplents that pay- -istrative inefciency.” : © T

ments will not be eut. : ‘

‘He satd that he was, “shocked" At the hums

: "They'll ‘try to make it by cutting down ber of frauds involeﬂg'pqgsqns‘ recelving Atd
- On mistakes, and then seeking from Copgress to- Dépendent Children alldtments gnd the
supplemental approrriations or the permis- number of duplicate checks issued by thé De-
slon to reallocate appropriation within the partmentof Social Services, .
city budget: - B . Abuses allegéd by Mr, Berlinger inelided:
. Under law, D.0. ofitlals cannot transfer = A woman receiving 8241 a month for the
more than 825,000 from one part of the last 18 months after having declared that
budget to another without -congressional her husband had deserted her. Investigation
approval, - i . disclosed - that the husband still lived at
. On another matter; Yeldell told Mrs, Horn home, earned $4.28 an hour drid owned &
- that he has not determined how to imple- 1971  Merocury, The , family had recéived
~inent. a ‘congressional mandate concerning @ 85,663 °in Ald to Dependent Children pay-
the rent allotments for’ welfare recinients. ments, , o o
n(The Order, also part of the D.C. Revenue A similar case involving an “"absent hijs:
~ Bill, sald that if a welfar‘e‘jgt‘llg'nt‘ falls to pay = band” who Is pctually living with the family
his retfit within 10 days of the due date, the and earning 8132 a ‘month."'rhe‘jfvgmy{,hf
landlord an ask Mayor Washington to with- recelyed $9,458 in Ald to Dependent Children
hold the rent from the welfare check and ‘payments over the last 38 tonths. e

pay it diteslly to the landlord. Before the A Bronx woman who had been'recejviiig &

mayor can d6 this, the law sald, the land- $274 a month for Atd to Dépendent Children
lord muat demonstrate that ,_tla_ea,s?;pamlﬁses In _ while working and earning 8135 a week. Total

" ‘question meet ‘all health and bu lding code overpayments since May, mgg, when she was
regulations. . placed on'the rolls, were $17,609. L
Mrs. Horn characterized this regulation A man who was recelving two checks from
;e 88 “demeaning” and “Unconstitutional.”  the same weltare center, The case was dis-
- Yeldell “sald onie study sHowed 1t would—covered-whén he went_to a New York State
ost $800,000 and 50 employees to implement -

3t $500,00 employment ‘ffice to piek up his checks and
“tho wrovision.

a clerk noted that there was two made out

" dogt %j%ve the money ?gd I don't have for the same person. - ‘
, the staff right now,” he satd. = = | : V
- ' Mrs. Horn replied that'she hoped he would ' EXTENT OF FRAUD A SURPRISE
'1 ‘put the laWw into offect so that her group  _Mr. Berlinger said that wheh he.to ok over
. ~ could ¢hallenge its constitutionality with the post of 1.1.’18&0‘?*0? General, which was
the ald[o? the Urban Law Institute, created by the state législature to weed out

. “Yeldell sald he agreed that the constitu. COrruption, fraud and inefsient administrat
-tlonality of the statuté should bé tested in tive practices, he felt that the welfare pro
the courts. o ‘ gram was not, being administrated properly.

e e - - "I knew thero was fraud,” he sald, “but

B DT ALttt was o thlsettent
York “Time: 1971} Robert P Carroll,. assistant administrator

[From the New York 'nn}ﬁ' N°:/ 16, 1971} o "thie Human Resources Adiilniistration;

. WELFARE FRAUD: LAID TO LAxIr nv‘c:rr? _ which overseés ‘the Dapartment of Soolél

“(By Alphonso A. Natvaez) . Services, denled Mr. Berlifiger's charges

e,




; . 1
¥ *The Inspector Giéheral has once more put

Wth a serles of spéculations and possibili-
‘%< ungiibstantiated by investigation serv-
.= only to cast doubt and suspiéion on the
01, Mr, Cabroll sald, S
¥ 4Diifing the six months §1ficé the creation
' his office not 4 sfngle fraud case has been
Bterrea to tne Dlstrict Attornéy and only 19
isubstantiated cases were referfed to the
¥partmeént of Soclal 88rvices, ive 6f Which
~«.p child abuse cases, having nothing t6 do
Ith' trava,” . )

. ]
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£ EXHIBIT 12 o
“rom the Washington Post, Dec. 12, 1071]
& WELFARE OHEATING RING UNCOVERED
i (By Jim Mann) . :
1'One day-last wintér, Richard Smith, a
Dlet, unassuming welfare supervisor .in
Ince -George'’s ‘County, noticed something
cullar as he looked through-the pile ‘of
gpers on his desk. . - : .
é,“‘gﬁa‘t day thére had been three different ap-

g;cations to the county’s department of

ial services for “emergency” welfare as-
\nce, submitted by women whose chil-

ren included twins.

i Knowing 'that twins

g‘%nl‘th‘ grew suspiclous and began to investi<
e | _

gcovery that ar organized ring has heen
1eating the county out of about 340.009 in

1fare and food stamp benefits,
16 {nveéstigators learned that

T , ] women ap-~
piying for- welfare exchangeéd wigs among
themselves in order to change their appear-
ghce; and often gave non-existent address:s
Yhen they applied for welfare help.
& At one point, Prince George’s warned three
Délghboring Maryland counties to beware
6f-one “Red Willis” and his brown Cadillae,
8ajd to'be Yoving the area with a number of
omen who wérd schooled to apply for wel-

re. n .
- Welfare officials across the state exchanged
‘tes and photographs of péople they sus-
oted were submitting fake welfare applica-

"ons. - ‘ .
.%deral~mve¢t ators from the Department
. Agriculture quletly attempted to take plc-

-i*e8 of people applying for food stamps,
-And ‘some measures taken in an effort to

Wthe-fraud —were—met—by-sophisticated— by Smith,

jhtermoves on the part of the welfare
Jplents, L ‘
#"Most 6f our clients are still honest,” Smith
“1in'a recent interview. “But for someone
.» 18 criminally inclined and wants to pick
. $300,"it" (?W;@l{g.n fraud) 18 cheaper thanh
““robbery: ‘it's easler to get away with,
\;l:t .lnvolves

ight.” . . . .o
Jﬁg‘ﬁih and Prince Georges County are far
uin _alone In thelr problems. Officlals  in

Y other jurisdigtions actoss the country,
ojiiding the Distriot of Colnmbia and Datl-
s -stamp

have had theélr own cases of 166H stamp
-gd, sometimes” with greatér losses than

-Tnce Georges. .-

b
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are relatively rare,.

EThe result, four months later, was the .

a lesser ‘tharge 1t you're

9 ,

. [

But the Prince Georges episode illustrates
the dilemma facing welfgre officlals generally
as they attempt to guard against fraud while
at the same time taking care of péople who

~ legltimately need help. :

At the oot of the fraud in Prince Georges
County 18 the so-called “declaration’ system
of applying for welfate and food stamd bene-
fits—especlally as this system relates to.
“emergency” of Immediate assistance.

(Food stamps are ¢oupons sold fof a price
beloWw thelr face vaiue, to'recipiénts who later

‘use thém like cash to buy food at a grocery .

. store Or supermarket.) :

Baslcally, the declaration system means
- that a local welfare agency accepts a-request -

for welfare benefits and distributes money or
other ald without any prior investigation to
determine if the applicant’s ¢laims aré true.

_The rationale is to avold the invasions of

privacy and atmosphere of suspicion that,
civil llbertarlans haye argued, have often
pervaded welfare programs. There are no
home visits, requests.for birth certificates, or
_ other checks. . ‘
: " BAVES HIGH COSTS ' -
Supporters of the declaration system also

welfare programs and investigating every
single application. ‘ ’ _

“About half df the states operate under a
- declaration system for the largest and most
families with dependent children  (AFDO).

Those states include Maryland and the Dis-
“trict of Columbla, but not Virginta, in which

" some but not all counties operate under a -

- déclaration system for AFDC payments.

. Ordinarlly, even under the declaration sys-
tem, there 15 a delay hetween the time a'pgr-
son fills out a welfare application and the

‘time he or she receives the benefits,

But it I8 possible in'many places, including

" the District of Columbia, Maryland and parts

.ot Virginla, to recelve “emergency” ald—to

“fill out an application and then recelve cash
or food stamps on the same day. o
The alm of emergency assistance is 6 pro-

“vide Imméediate help for ?o
people who have been eviéted, or d
who have no money to feed thelr children,
~In Prince: Georges, the- émergency ald was
at the heart of the fraud scheme Uncovered

Alert

cations in the county. He discovered that
over an eight.day perlod,”the department
had received ‘12 different appleations’ from
' péople. ﬁhp’ brought notes from thelir' lanid-
lotds saying they liad been evicted, )
tmsgvgn of the 12 cases involved women with
_n') T ) ’ L ’ o ’ -
_Smith and other oficials then sent out let-
ters to these 12 pedple at the addresses liated.
.on their applications, ‘All the letters came
back stamped “addressee unknown.”
- Smith wrote a:imemo to his superiors on
Feb, ‘11" 'stating hls conviction that there
-Was_"an organized kind of fraud, the twins

. - %.‘-""? S

argue that it saves the high costs of policing -

common welfare program, known as aid for.

$6 who need it~ . |
ted, or disabled, or

declded to check the recent emergency appli-

it
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" being added so that there ate a large number
of chlldren who are preschool age (80 we can-
not call schools and easily verity existence).”
 In général, the moére childrén an applicant
has. the more welrare monéy she recelves.

CAR!:PUL CHECK MADE

For the next several months, welfare work-
ers weré under’ ‘Instruetions to check care-
tully a.ll pérsons who applied for emergency

Sévérﬁl tlmes. wheh womeén ‘did apply for

emergenc benefits, and welfaré workers ex- -

.’plainéd that the names and birth dates of .
their children would “ave to be verified

. through hos ltal records, the women walked .

“out of thes

- (Sratth says that the welfare office will not
detain or arrest an- individual? unti) it is
absolutely certain it can prove fraud.)

~ The workers noticed, Smith recalls, that
the women applying for erhergency welfare—

"+ the ones who walked out of the office when

questioned—were ‘50 much better dressed
than anyone. else,’ lncludmg the workers.
'rhey went-first clasg? - - -

'But the scheme contmued because the

' emergency applicants changed their tactics,

S0 that they wouldn't be recognized, Smith
says, the women wore difterent wigs, which
they eéxchanged among themselves.

After a while, their storles were not al-
.ways the same, elther, Sometimes they had
twins and sometimes they didn't. Sometimes,
they sald they neelled emergency help be-
cause they were evioted; sometimes they sald:
they needed help because they or thelr hus-
bands were disabled, -

Usually the welfare oMce would discover u :
had been detrauded only after the emergency -

help had been given.

For example, one applicant- brought a de-
talled statement of physicsl disability, com-
plete with blood pressure, pulse rate and an

illness that was descrtbed in technical medi-

oal terms.

Much later it tumed out that the disabi)-
ity was similar—and the blood pressure-and
pulse rate were identical—to those on at -
least one-other disability statement submite
ted Undér a dlfrerent name,

. In addition, the welfare ofice began to dis-.

cover that it was being cheated out of other

pgymehtt.: besides ‘those  initial emergency
yments,

Or&l"narﬁy. so long as a woman ap 1ying

or emergenoy ald also qualifies finanéially
la¥i mont. églAF‘Dc (welfare) checks,

thie, -coUlity routinaly begins malling those

cbeckg the. mointn‘ amr it glves emergenoy

bﬁ‘} et -

s nomxtmm ADDRESSES
Smlth sald that sometimes, because the ap- -

glldatlon’a for emergency ald gave addresses -

at did not exist, the AFDO checks for the

| ’;tonowlng months ‘would bé returied by ‘the

post office.
But sometimes, Smith says, those women -
gave real addresses and managed t0 keep and
. cash aubsequent checks as wall as the emer-

b

. provided

gency chedks. Welfare omclals later. dlscov-
ered that ithese addresses were sometinies

“uged ‘several - ‘tiimes under sévéral différént

names,

“We lost so much money to orie address on
Southérn Avenue that we could really have
improved the neighborhiood,” Smith sgys. :

On & few oceasions, too, the women wotild
not apply for émergency assistance at all, put
would dpply*for regular publlc assistance ‘at
the outset, .

"Ag we would get- tnore sophistlcéted o
would they, Smith says. “We underesﬂmated
‘them completely.” - ‘

In mid-Apri), coumy officials got What théy
‘thought. was a break. A woman. applied for.
emergeney assistance, and while she walted
in the office, the welfare worker,” checking -
caréfully, discovéred that she had given ‘a"
phony' address,

This" time—in contrast with simtlar cases';
“in the past—the woman did not get up and
walk out. Instead; she calmly told welfare”
ofiicials & lengthy stofy about-how she had
come to apply for welfare. ‘
- According to welfare officials, the woman”“
said she had been picked up in’ ‘the Distriats
of Columbia by a man named Red Willie who™
drove & brown Cadillac and taught women‘*‘
how to apply for welfare.

The woman~ also sald that ‘‘Red Wmle"
claimed to bé in league with welfare depart-
“ment staff  members, according to welfare-
depurtment. officials,

How much if any of what the womah said
was true, or whether there actually  was &
. “"Red- Wnlle." has never been determined.

COLLUSION DENIED

Smith dismisses the idea that any welfare
official was involved in the.fraud scheme,
-and federal investigators, who have since
conducted investigations in Prince Geérge S,
say there is absolutely ‘no evidence of any
collusion by officlals.

Smith says he assumes some women were;*
in fact, told that a supervisor was ¢odperat-
ing, by someone who later took a portion of -
the welfare checks “fo!' ‘the supex‘vlsor" and
kept it himself. :

D any case a few days later after the Red
Willle incident the Prince George’s depafts”
ment ‘of soclal services sent out an officlal’
letter to “its counterparts in Montgomery,
Anne Arundel and, Baltimore counties and
Baltimore oity, warnlng them "that Red
Willie and his brown Cadillac might stﬂke at
thelr ‘officés, too. are/

Such contact with welfard and food stamp’
omclais in other counties was beginning to
“produce results, District 6f Columbla officlals
tice Géorge's with ‘a' full report,
lnoludmg names and photographs, of people

{»ected of welfare and food stamp fraud
in he District. Baltimors Clty also reported
it was having troyblés strikingly similar to
thoss in Princeé George's.

. FEDERAL PROBE PUSHED
S 1 addmon ‘tederal food stamp investi.

gators, under ‘the direction of Deépartiment
‘of Agﬂculture Inspector Goneral ‘Nathanlel

b e,




%ossack notlced ‘apparent {rregularities in

ashington-area food stamp programs and
an thelr ‘own investigation, in Prince
rge's Couiiity and other jurisdictions.
.%t ‘one point, Smith says, Prince George’s
clals attemp ted to call a person suspected

5 eF articipating in the fraud schemse into
¥ Office, s0 that féderal officials oould
m pletiires of that person ‘recelving food
- It n pened, bécause the susga

t was a sparetitly not the only’ tife dur-

2 their |

ah Carter, diréctor 6f goslal services
“Carolineg Coutity on Maryland’s Eastern

.unty ‘0f ‘& food stamp reoiplent suspected
raud)
% 'THe féderal inveatlgators arranged to have
geal police photograph the recipient thrOugh
gEi:olesseopic lens at a prearranged signal as
6 woman was leaving the county ¢ourt-
use, Mrs. Carter says, The pleture was
en, but Mrs, Carter says the suspect

Fooipient.

,Federal officlals have retused to comment
h the’ réported ploture-taking. Kossack sald’
does not discuss his department's inves-

' examine every slngle: public assistance
8 it had.processed since qge previous Sep-.
sug 2,000 in all,

férent cases of fraud between September,
0, and "June, 1971, These
total of “between $20,000 and: $45,000—
ybe more,” Smith says, in welfare bene-
s.- (O those welfare costs, 50 per cent are
id by the federal government,)
!"‘hose laws generally were in the form of
%O checks of $200 to $300 per month.
-alth says, but the study uncovered one
.gmm apparently partieipati _%m the fraud
* 'was recelving a check of $700 pér month.
A“hoee dollar estimates include only the
¥ loat in welfare benefits, Most 6f the
iople obtaining welfare assistance also ob-:

ined food stamips at the same time, Smith

+o. He estimated that the tood gtam 1o08ses
ounud to About 45 %ooent of“the wel-
-® 1osses-*rough1y $10,000 t6 820,000

* ADDITIONAL LOSSES .

i1t 18 possible there were additional losses
8ides, Smith says that' those people who
_,e cuseovered be using fake' names
* ‘addresses also obtained medlcald cards,

&
-

“bling them to get medical care at public-

‘he says that his department

8nse. Bu
whether these cards were used.

ﬁs. not know.,
0 June, Prince Geotge's oficlals began
ﬁﬁtactlng and questioning most pedplé who

rece[ved emergency assistance 6f who .

_v Othefwise suspéected of belng mvolved
i r,no fraud scheme.

faryland lm’estlgatlon that federal
vpstigators trieéd to také plétures of tood

irned. out to"'be a legitlmate food stamp”

a

ér ha,
lgfould ﬂét' éonx:e “into the office, Smith :

‘“The heat was really on,” Smith says. With-

in weeks, applications with fake names and
‘fake addresses stopped comlng in, e

No eriminal ¢charges have been‘flled ih cone-

‘nection with the fraud in Piitice Géorge's.

Smith says the scattered instances of fraud
“gre continuing in Princeé George's, but not
on the scale that oéolrred earller’ this year.

In an effort to further ¢ut down on the
possibillty ‘of ‘fraud, Smith sald, ‘Prince
George's County will begin wn;hin & week
Of two to éhéck all Soelal'Sécukity numbers

“of welfare recipients against computerized
+ records.

But this: sereening will not affést the

~ emefgency food program. The social seourity -

‘ore. says that pictures were tdaken in her

‘numbers will not be ¢hecked until after a

person 1s glven emergency assistance - or

‘emergency food stamps. Smith’ safd, unless

for some reason an official becomes suspicious
of the emergenocy application,

As Smith admitted to'a-reporter: “If you
wanted to come In here tomorrow dress shab.
bily, say your name was Ralph Roystor Doys-
ter, and show us you are-out of work, you

‘cduld get public a.sslstance ‘for 90 days."

EXHIBIT 13

.[From the Washington Post, Jan 4, 1972]

FIvE PERCENT HELD INELIGIBLE FOR RELIEF
, (By Vincent J. Burke)

A government survey indicated yesterday
that erroneous welfare payments are going

to one-fourth of the nation’s welfare fami. -

“lles and to one-sixth of the aged, blind and

'f*hat study has turned up at least 45 dif-
45 ocases cost -

‘abled welfare - recipients, ~the  survey

‘disabled oh the rolls.

Omclals sald these errors may be costing
the taxpayers half a billlon dollars a year.
The Health, Education and Welfare De-
partment sald that of the 2.7'milljon weltare

“families with children it appeared’ that " 14
‘per cent are being overpaid, 9 per ‘cent are

being underpald and 6.6 per cent—or about
-160,000° ramlues——are mellglble tor any pay-
ment.

Similar efrors occur in payments to one-
sixth of the 3.1 million aged, blind and dis-
in«
dicated, Of the 3.1 million, 4.9 per cent—or -
about 166,00() persons—-appear 1o be’ ineligl-
ble for any’ payment,
~ HEW conducted the survey In 41 states.
It sald more than one half of the erroneous
payments resulted from “honest ‘mistakes"”
by state and 16¢al welfare offices. Most of the

" other wrong payments it sald, were due to
"honest mistakes by reciplents. Fraud ac-

counted  for only a small fractton of - the
total, accofding to HEW,
It ‘all 6f the errors could be corrected, offi-

“olals sald, there might be-a net taxpayer
savings ‘of $500 million in welfare

costs,
which aré now ‘runiing g 9.6 b lon & year,
But they told a news colfetance thére was
n6 hope of corresting thé Srfors without a
massive overhaiil 6f weélfare managemen
The offolals sald the sutvey dosdutriented
that the management '6f welfare—now han.
dled by 1; 152 mw and local offices—18 break-
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~ “1strator of HEW's soéfal afid rehabilltation the situation.
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'ing down under a flood 6f excessive paper- cuting attorney's office. The following is'thé
work, “complex rules and antiquated tech- Position of the'Grang Jury: . :

- niques. Unless this is changed, théy sald, tax- ‘Theé Grand Jury has subpoenaed and 15itér:

v ;

7 PAyers'can have Tio CONMUeNcs i tHe opéra< “Viewed - a numiber of witnesses and has

“tion of public assistance. - v _ studied heretoforé subpoenased welfare dés

-The rémedy, they isald, Is 10 jettison the Partment files. Based upon the mtéi‘“’vfg )
existing “non-system of management and With witnesses and a foview of sdid- files, -tHs
eréct inits stead a national uniform auto- Orand Jury instructs the prosecuting ate
mated-system of incoms malnitenance, such tornéy i and for ‘the 17th Judiclal Distsiét

as that embodied in President Nixon's wel- b0 file criminal informations charging twenty

fare réém bilL” .. - five ‘Individuals with obtaiing propsrty
’I‘htsappgja;ggl was glven qca‘_qg@;g confer- under false pretenses. = . *

ence by Dr. Rlshiard P, Nathan, HEW deputy  The most serious aspect of the abové meni
under secretary’ who is cliarged with plan---tloned cases Is thé fact that oiclals of the
ning all -dstails of the proposed new federal Arkansas Welfare Department Kriew of thése'
welfare systém, ard John Twiname, admin. cases and did little, it anything, to correct:

sarvice, which provides feders)'grants to Help  The findings of ‘the Grand Jury are: tHat
finance the. existing -state-run - welfare the local county welfare office is doing &

systems, ‘ . ‘good ‘job. However, it 1s this Grand JuFy'd
o — findings that theére 1s'a seridus problem with:
Exmrerr 14 - the Lonoke County Wélfare System that 1§:
- PROSECUTING ATTORNEY, - . LieRock.,

SEVENTH JUDICIAL ‘DISTRICT, - The Grand Jury will cite the following ex-
S _ FEBRUARY 26, 1972, ~ amples of the breakdown of the welfare syss

Senator -RUSSELL LoNg, - , - vem. S T
", Sendte Office Buflding, '~ A " ... "1, Even though all of the cases cited above

‘Washington, D.C, , ~ were known to officials in the Arkansas Wels
' DEAR SENATOR: I am enclosing a copy of a fare Department they expressly failed and
" Grand Jury report just released by one of concealed these cases from c¢timinal pro-
""the countles in my district regarding welfare.  secution, ‘This' Grand Jury determined that
-Some of theé points referred to-in the report the officials of the department had:never
were mentioned in my testimony before your prior to this investigation reférred a single

committee. T ~ case of any type fraud to the prosecuting
It 18 regretable that actlon -such as this attorney for action, . - .

_has to be taken, : : . 2. Theé Grand Jury after oxamining sevéral”

Sincerely yours, e : witnesses concluded that a local empldyee,

, Sam 'A.mes. Johnnje Davis, referred the above cases to
— . ~ the' prosecuting attorney’s’office. He there-
... . GRAND JURY REPORT 'tln’g?n s_up{)oena;d the. abgeveg sald gg‘se gges
(In the Circuit Court of Lonoke County, Ark.) This employee has now been discharged by
"(ro: The Honorable Willlam Lee, ?cxr'cuxz; the Welfaro Department, even though she
Judge within' and for the 17th JUdiclal twonty (3] yerr fo e Annng worked
District of the State of Arkanses, of ‘Heraiimemt, o - 1 ‘ne Arkansas Welfars
;zgg:r}::.c}rcutt‘ Court, Lonoke County, ish“ mzns strange uf this Ge;‘"’f‘d Jury ,ﬂg gt}
‘The Grand ‘Jury selected and, empaneled Nér sefvices were 1o longer needed when the
for the-regular February 1972 térms of the 200Ve cases Wererevealed.
Lonoke County Circult Court, desires to sub. The proof 18: (8) That she was given some.
mit the following as & full ‘report upon the. tWo days’ notice of her dismissal.’ (b) THat'
three days it has been'in sesslon, her supetvisors rate her us a ‘%‘!gg ctory -
 During the past several months there has employée. (¢) That on October 12, 1971, the
-beén a great deal of publicity arising-from' Lonoke County Weéltare Board met with Mr.
"nvestigations made by the Prosechiting at- Dalton Jennings, Commissioner of the Wel-
_ torney's offide ot the 17th Judiclal District” faré Department and requested that Mrs.
“as to the welfaré program of sald Lonoke DAavis n6t be discharged. At the time of thé
Jounty ' .7 . meetings the Commissioner was rude and-
‘It was felt by the Grand Jury that an 8br.ubg With thé local board, (d) On October
ation of this matter be conducted; 12, 1971, the entire Lonoke County Wellaré

[

a ufe rosecutiig attorney “6f the i7tn Board signed the following letter that was
nd ne. b trg y, ot ¢t e ngﬁalton”.?éﬁmngs.‘ Cotriissloner:’

““Judlelal ‘District in response to the Grand sent to

- “Jury's “desire to ‘inquife into the welfare  “Aftér ofir meeting October 12, 1671, in re-

‘question requested that this Grand Jury gard o Mrs, Johnnie D, Davis, employes of
“"at'the eonelusion o6f it§ Ihvestigation submit Lonoke ' County Social ‘Services| Ofce, 'tHe™
& detalled report of“1ts findings and docu- Lonoke Coulity Weltare Board has dlécussed
" ment whsther or not there was justification the matter ‘at”length-and are agking you to
. for prior ‘investigations made by the prose. reconsider your déecisioh ‘and-reinstate heér

S . "



g
?f‘c&sev‘vmker In our county, After hearing
# case, we fedl shé has the welfare work
> heart and has proven her ability in public
igtions. We teel shé Will' bé on the job full
‘ﬂem‘d carry her share of the work, Mrs.
{8 highly respécted In our county and
avé come to thé conclusion the“trouble
e animosity coming from the State
ial Service Office. We think we are due

tate Social Sérvice Office toward our péople

i our county.” ‘

7187 'very cledr that the Commissioner does

ot have %ny’respect or considerationy for the

Ca bo Y P T BT LI T

£ That on Ootober 22, 1071, each of the seven
11§ elécted county officials wrote s letter to

e Comimissioner requesting Mrs. Davis to
. reinstated, The county oficlals stated:

Ars. Davls Is highly respected in our county

X1

ate Soclal Service Omce. -
421618 18 no doubt to this Grand Jury that
e true reason why Mrs. Davis was dismissed
Ith only two days' notlce i3 because she ¢o-
serated with the prosecuting attorney 'éf
13 Judicial district.in seeking prosecution of
416 above mentioned cases, - .
'This Grand Jury commends Mrs. Davis's
nrage in seeking to convert a very ‘bad
s Grand Jury further takes the position
theé proof offered that officials from the

om

%,

mpered the prosecution of fraudulent cases
d that said ofolals have in fact steadfast-
31

afused to.cooperate in any manner what-

“ver with proper officials In_ the judiclal

=nch of government,

xhibits have been produced to the Grand

ry dated February 14, 1974 from the office

‘{:tho Secretary of thé Department of Health,
ucation and Welfare, wherein thé follow-
" officlal federal position was stated: “Dls-
sure required under mandatory fraud re-

al procedures, HEW's regulations speoif-
g%‘ require state welfare agencles to' co-
~ate with law enforcement officials in.de-.-
3ping procedures for referral of situations
hich the existénce of welfare fraud is-

ted by the welfare agency itself. Under

')}‘9{'61;” an_afirmative ‘obligation to ‘dis«
. t0 law enforce

Aation it has ¢
ént which 15 per

fare fraud.” -

he drand Jury also heard testimony from

. U.8, Department of Agriciiture’s Food
—”%g Direotor for Arkansas. The testimony
“that this department also had a polley

:prosecute fraud cases and to cooperate
41 16081 entorcement ofctals, o

8 dlear from the . /

partniént has not followed this

J.that "the Commissioner, Daltéh *Jen-

és and his staff maintain a complicated

g

lear from the proof that the State
"Iu fa6t 1t 18 ‘apparent to this

‘respect of this Commissioner of Arkansas

1t 18 the conclusion of the Girand Vury that

~ we have come to the conclusion jhe
-Quble 1§ somé animosity coming from the

rocedures, of courss, the State Welfare
ment. authofities all In-

oncerning -a weltare re-’
tinent to the question of '

"Grand .

%

B
e ..

. reporting system that insures a lack of co-
opération with local enforcement officials
and makes it diffculy to determine who is
responsible for the imessy way the system
is administered, j ; ,

The Grand Jury can'seée no useful purposes
in ‘requiring .the local ‘office. once it fihds
fraud to start the following chain 61 events:
‘(1) local ofice finds fraud, ré?prté‘*‘lt\té‘”the
county - supervisor ‘who reports the fraud

to 'thé department’s finance sestion (2) the

“finance section reéports the fraud té the £66d
stamp- coordinator (3) the féod stamp co-
ordinator . reports’ the fraud to .the commit-

. tes on the overpayments (4) the committee

__on overpayments refers the case to the de-

_partment’s 21 member legal staft (8) one
‘form letter Als ‘then sent out and as a rale
-no further action is taken by the Arkansas .
Welfare Department and there is- little or
no communication as to .this case with the
local ofice. - :

It is also apparent to the Grand Jury from_
.the statements meade by the chief attorney -
“of the Welfare Department that he has little
‘¢ontrol over the 20-full and part-time at-
_ torneys working under him as most of these
‘attorneys are In fact employed by the Gov-

ernor's office and are not accountable to'the

department’s.chief attorney.

- This Grand Jufy would be interested to

know the’following since there are 20 at-
“torneys receiving from 87,700 to $9,100 each
.0f taxpayer's money: N

i (1) How many-Cases per month does each

;ate Welfare Department have deliberately:’attorney file in court? .

(2) ‘'How much state funds does each at-
-torney recover each month? '

(3) ‘What is the actual case load of each -
attorney? i ‘ .
It is apparent that the Welfare attorneys
do little to recover funds in Lonoke County
and that the only cancentrated effort made
“therefore to recover taxpayer's funds is being
. made by the prosecuting attorney of this dis-
- trict, and it 1s deplorable that the Welfare
Department employees and the, legal staft
do not assist him in these efforts, - ‘
_.The Grand July also heard witnesses set .
-forth-the. mannér 18 which the Welfare De-
partment, i,develox:’a orograms. It 1 the posi-
tion of this Grand Jury that dur government
‘must help those who cannot help therhsélves.

~However, this Grand Jury does not gpprove
_of the present department polley of mostly
handlnf out a meager ¢heck each n;onth.

“Theé Arkansas Weltaré Department’ has an
obligation “to develop spécific programs to
~help ‘our citizens. “Thus, this—Grand Jury
finds the Department has falled to meet its

real ob l%ations to the peoplé of Arkansas.

It 18 the finding 6f the Grand Jury that
responsibility for allowing criminal acts to go .
unreported is a serlous matter. Arkansas law

- (Ark. 8tat. 41-<120) sets forth the offense 6f
dccessory after the faot. Thus, it'is the law
of the State 6t Arkansas that when any per-

_son who, after & full knowledge that a erime
has been committed, conceals it from the
magistrate, or harbors and protects the per-



S BRI

ol b o oo Mo FRURERRCS I,

A AR PR

\\ “:A

son chatged with or found guilty of the crime
is ‘an accessory guilty of the'crime is an ac-

cessory after the faqt of satd crime,

‘Thé ‘Grand Jury has détéermined that 26

.spedific ‘acts of obtaining -property under
" false pretense has beéh committed in Lonoke
. County,

“From the testimony theré 18 no doubt that

several state welfare departmernt employees

kniew of ‘the. specific acts, Yet the only em-
ployee to ¢omply with Arkansas law has been

‘dismisséd by the department for complying

with the law of this state.
The only 1s3ue to be’'determined s whether
or not the conduct of the state department

officials warrant a finding that by their si- -

lence they concealed the crime from the

~courts.

“The Grand Jury finds a true bill agatnst

"Ivan Smith, chief attorney of the Arkansas
Welfare; Départment on 25 counts of being

an ‘accessory after the fact to the offense of

. obtaining property under false pretenses oc-

cirred by his actions and in fact concealed

T “the offense from the proper courts,

—. The Grand Jury further finds that this pol-

A4

icy was directed by the Commissioner, Dalton
Jennings. Howevér, the QGrand Jury finds
his actions and conduct toward the people
of Lonoke County deplorable as no .govert-

.mental agency should be abové the law.

~The Grand Jury reallzes the serlousnass
of this report but the Grand Jury also real-

Izes the terrtble condition of the Welfar
program as it presently exists and therefore

"the reason for this strong report and stro’

action, - ' 4 .

It 1s the finding of this Grand Yury and *
recommended to the prosecuting attorney tc
show lenlency If restitution Is made to thi
State of Arkansas by the above stated twent:

“five deferidants as 1t {8 the conclusion ‘of salc

Grand Jury.that the present adrministratior
of the food stamp program encourages suéf
activity, ‘

Pl

LEON MIiINTON, Foreman.
C. A. GRIMSTEAD, Clerk.

Read to the Court in open Court befor:
the entire Grand Jury this 23rd day of Feb-
ruary, 1972. .



