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Reqgularity of Social Welfare Payments

The Departmentof Social Protection (the Department) is required to ensure thatthe
expenditure itincurs has been applied for the purposes for which the moneywas made
available by Dail Eireann, and that its financial transactions conform with the authorities
underwhich they purportto have been carried out. Financial transactions are
consideredto be 'regular'when both of these conditions are satisfied.

Payments in excess of the entittementunder the terms of welfare schemes are
‘irregular’. Such payments can arise dueto

= claimantfraud — where the claimantintentionally provides incomplete or
inaccurate information in order to receive benefits, or deliberatelyfails to inform the
Departmentofrelevant changes in circumstances

= claimanterror — which arises when the claimanthas provided inaccurate or
incomplete information, or failed to report a relevant change in circumstances (such
as an increase in meansorachange in medical condition), butthere is no clear
fraudulentintenton the claimant's part

= departmental oradministrative error— where benefits are paid incorrectly due to

inaction, delay or mistakes made bythe Department's staff.

| referred in my certificates onthe 2012 Appropriation Account for Vote 37 and the 2012
Account of the Social Insurance Fund (SIF) to the level of irregularityof scheme
payments, which | considered material in the context of each account.

Department's Review Programme

The Departmentundertakes fraud and error surveys to establish the level of risk
associated with particular schemes and areas with aview to designing processes and
control measures specifficallytargeted to minimise the level of future risk.

The Departmentconsiders a number of factors when selecting and scheduling schemes
to be surveyed. These include

= whethera previous survey of the scheme has been conducted

= the length of time since the lastsurvey

= coverage of both Vote and SIF schemes

= scheme expenditure

= the burden of undertaking the survey including the capacity of the inspectorate,
scheme and local offices, and medical assessors.
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The Department's programme of surveys envisages atleasttwo surveys each year over
the sixyears to 2016. The scheduleis reviewed annuallyand adjusted ifnecessaryin
the lightof business needs and emerging trends. Asurvey of the rent supplement
elementofthe supplementarywelfare allowance scheme was added to the schedule
and commenced in March 2013. Surveys of the remaining elements ofthat scheme will
be conducted in subsequentyears.

The Departmentis currentlyfinalising the outcome ofits survey of the jobseekers
allowance scheme undertaken in 2012. A survey of widows/widowers/surviving civil
partner's pension (contributory) commencedin August2013. Surveys of invalidity
pension and illness benefitare also scheduled for 2013.

This report looks atfraud and error surveys completedin 2012 and 2013,to assessthe
reliability of the process and the implications ofthe results.

Estimates of Level of Irregular Payments

An estimate ofthe level of excess payment is not available for all schemes. Figure 17.1
sets outan estimate ofthe scale of irregular payments for 2012 based on the latest
available fraud and error surveys for schemeswhere such surveys have been carried
out.

Hgure 17.1 Estimated levels of irregular payments in surveyed schemes

Account and scheme Year of Estimated level of Schemecost
surveya irregular payment 2012
Scheme Department® €m

Vote schemes

Family Income Supplement 2005 3.3% n/a 224
State Pension (non-contributory) 2007 1.9% n/a 963
Jobseekers Allow ance 2009 3.1% n/a 3,055
Disability Allow ance 2010 18.4% 4.1% 1,088
One-Parent Family Payment 2011 7.1% 2.7% 1,058
Child Benefit 2012 0.5% 0.5% 2,047

Social Insurance Fund schemes

liness Benefit 2006 0.4% n/a 774
State Pension (contributory/transition) 2008 1.1% n/a 3,949
Jobseekers Benefit 2011 2.5% 1.6% 737

Source:  Department of Social Protection
Notes: a Base year for survey

b Net loss to welf are sy stem taking account of cases where disallowed scheme claims are
succeeded by claims/dependant pay ments on other schemes.
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Vote Funded Schemes

There is wide variationin the level of irregular payments in Vote funded schemes. The
surveyed Vote schemes accountfor€8.4 billion ofexpenditure. The extent of irregular
payments in schemes thathave not been surveyed and which accountfor a further €3.1
billion of expenditure, is not known.

SIF Funded Schemes

There is also variationin the level of irregular payments in SIF schemes. The State
pension (contributory/transition) and jobseekers benefitschemes accounted for over
half of the €8.6 billion SIF scheme expenditure in 2012. Each scheme has estimated
irregular paymentlevels in excess of 1% of expenditure.

Latest Survey Results

In June 2012,the Departmentpublished the findings offraud and error surveys of three

schemes - jobseekers benefit, disabilityallowance and one-parentfamily. The findings

of its survey of child benefitwere published in March 2013. The results ofthese surveys
are summarised in Figure 17.2.

Three of the four schemes had expenditure in excess of €1 billionin 2012. The
jobseekers benefitscheme cost€737 million.

The 2012/2013 surveys, unlike previous surveys, calculated the 'netloss'to the
Department. This involves adjusting the level of irregular paymentidentified to take
accountof cases where the claimantbecomes eligible for paymentunder another
scheme orbecomes an adultdependantofanother claimant. Therefore, while the
‘gross loss'represents the level of fraud and error in the scheme, the netloss seeksto
take into accountthe impacton the welfare system as awhole.

Significantfactors in relation to the schemesincluded

= the majorityof fraud and error cases identified in the jobseekers benefitscheme
arose because claimants received benefits for days when they were working

= over 75% of the fraud and error cases inthe one-parentfamilyscheme were
attributed to claimants'means and approximately 10% to cohabitation

= mostfraud and error in disabilityallowance arose because the claimants were
found to nolonger meetthe qualifying medical criteria

= inthe five child benefitfraud cases identified, the claimants were found to have left
the country withoutnotifying the Department.
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Fgure 17.2 Estimated value of irregular welfare payments — 2012 and 2013
surveys

Percentage of scheme payments, by value

Scheme irregular Reinstated or Netloss
payments transferredclaims

Jobseekers Benefit
Due tofraud 0.1% - 0.1%
Due to error 2.4% 0.9% 1.5%
Total 2.5% 0.9% 1.6%
One-Parent Family Paym ent
Due tofraud 6.7% 4.4% 2.3%
Due to error 0.4% - 0.4%
Total 7.1% 4.4% 2.7%
Disability Allow ance
Due tofraud 2.1% 0.9% 1.2%
Due toerror 1.0% 0.1% 0.9%
Due to medical ineligibility® 15.3% 13.3% 2.0%
Total 18.4% 14.3% 4.1%
Child Benefit
Due to fraud 0.5% - 0.5%
Total 0.5% - 0.5%

Source: Fraud and Error Survey Reports, Department of Social Protection, June 2012 and March 2013

Note: a  The Department considers that a change in medical eligibility does not constitute a fraud or
error.

The SurveyProcess

The Department's Fraud Initiative 2011-2013 sets outan approach to control of
schemeswhichincludes the identification ofrisks in each scheme and the development
of an appropriate control policy.

The surveys involve the selection of a sample of cases and review ofthose cases by
social welfare inspectors. Deciding officers then make a decision on eligibilityin each
case based onthe outcome of those reviews. The results are processed centrallyand a
fraud and error survey report is compiled. The key stages inthe process are setoutin
Figure 17.3.



1 Ten cases for each of
disability allowance and
one-parent family
schemes and 15 cases for
each of jobseekers benefit

and child benefit schemes.
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FHgure 17.3 Key stages in Fraud and Error Survey process

Sample selection

Review of cases

Classification
of results

Fraud and error
calculations

Report results

Scheme control
policy

The criteria necessaryfor successfulimplementation ofa survey of underlying fraud and
error on a claim scheme are

all cases forinclusionin the survey are selected randomlyfrom the population of
cases in paymentat a specifictime

the sample size is sufficientlylarge to yield reasonablyreliable estimates
the reviews are carried out promptly following sample selection
cases are tested fully for all possible breaches ofregulations

the monetaryvalue of any changes as aresultof the review together with the
monetaryvalue of the sample is captured so thatthe results can be extrapolated to
draw conclusions aboutthe estimated value of the loss

the results ofthe survey are capable of being audited.

The recent fraud and error surveys were audited againstthese criteria. In doing so,a
sample ofthe cases thatwere selected for survey was examined foreach scheme. The
sample consisted of 50 cases selected from the foursurveys.1 Databases compiled by
the Departmentin respectof each survey containing the outcome of its investigations
were also examined. In addition, a statistical consultantwas engaged to provide advice
on the sampling methodology.
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Sample Selection

The Departmentselected random samples of 1,000 cases each in the case of the one-
parentfamily, jobseekers benefitand child benefitschemes. Asample of 1,050 cases
was selected randomlyfor review in the case of disabilityallowance.

The examination identified a number ofissues with regard to the sampling process.
These are outlined in the following sections.

Population Definition

In two of the surveys examined, the population from which the samples were drawn was
restricted. The survey of the one-parentfamilyscheme excluded cases administered
centrally and the jobseekers benefitsurveywas limited to cases with less than 50 paid
days. The restrictionin the population to be sampled mayresultin unrepresentative
results.

The Accounting Officer considers thatthe decisionsto restrictthe populationinthese
surveys were taken for valid businessreasons. Inthe case of the one-parentfamily
survey, centrallyadministered cases were excluded to be consistentwith the previous
survey of the scheme and because the majorityof cases are administered bylocal
offices. It was considered thatthis would besthighlightthe risks associate d with the
scheme. As the jobseekers benefitscheme is time limited and has a high level of
‘churn’, claims with a more recent commencementdate were selected for review to
maximise the potential number of cases to be surveyed.

Sample Size

The review of sample casesis a significanttask. Using data from previous surveys and
applying sampling theory, the sample size for the desired confidence level and margin
of error considered to be acceptable can be determined. While confidence intervals are
narrower for larger sample sizes, an acceptable margin of error in the survey results can
potentiallybe achieved with a significantlysmaller sample than the standard 1,000.

It may be possible to achieve the same margin of error with smaller sample sizes using
stratified sampling. Astratified random sample is amethod of sampling thatinvolves
the division of the population into smaller groups (known as strata) based on shared
attributes or characteristics. A random sample from each sub-groupis selected. A
larger number maybe selected from strata where there is a greater risk of fraud and
error, with the results re-weighted atthe end in line with the profile of the population.

The Departmentselected a stratified random sample in the case of the child benefit
scheme. The stratifying variables used were method of payment(bank or post office)
and PPS number.

Selecting Cases

Cases should be selected atrandom from the population of cases in payment. There
will often be circumstances where a case selected as partofthe sample will have to be
excluded, for example,where the claimanthas died. Oversampling can be usedto
allow for these cases, with the selection of the next available case in an ordered listof
sampled casesto replace losses.
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The jobseekers benefitsurveyreport notes that 204 (20%) of the selected cases were
excluded from the review. Some of these were cases where payments had been
suspended atthe date of sample selection. When selected, the local offices closed the
claims withoutreview and the claim closures were notattributed to the survey process.
On that basis theywere excluded from the survey results. Given this level of exclusion,
there may be scope to use oversampling.

Regarding the disabilityallowance survey, whilstoverall the sample size was sufficient,
39 cases were excluded from the review. They were excluded for a variety of reasons
including inabilityto locate files or because the case was alreadyunder review.
Excluding cases alreadyunder review may resultin understatementoffraud and error
rates in the sample.

The Accounting Officer stated that the 39 cases were excluded from the survey before
the files were sentto inspectors for review and that the Departmentstill had in excess of
1,000 cases forreview. The Department's approachis toinclude casesin certain
categories such as cases alreadyunderreview, unless their status is identified prior to
the case being sentfor review. In the Department's opinion, this is a legitimate
approach.

Review Process

Social welfare inspectors were required to carry out reviews of the sample claims and
complete a standard inspection reportspecific to the particular scheme under
investigation. The instructions to staffvaried between schemesbutin general
inspectors were required to review claims for proof of identity, residencyand any other
change of circumstances which mayaffect eligibility. All cases for review and their
outcomes were recorded on a computer system, with each survey and sample claim
having a unique identification number.

Deciding officers based their decision in each case on the outcome ofthe inspector's
review. The decisionwas recorded on aform for each case, except in the child benefit
survey where the decisions were recorded electronically.

In the case of the disabilityallowance survey, a Departmental medical assessor
reviewed compliance with the medical qualifying conditions based on supporting
evidence provided by the claimant.

All cases in schemeswhere medical assessmentis a factor are reviewed by both social
welfare inspectors and medical assessors. There may be scope to use two-phase
sampling to streamline this. This would involve a review of all sample casesbya social
welfare inspectorand a medical review of only a sample ofthose cases. Ratio or
regression analysis techniques could then be used to estimate the level of fraud and
error.

Timeliness of Review
The cases selected should be reviewed as soon as possible after extraction to avoid
post-sampling events affecting the outcome. In the surveys examined,some such

events were taken into accountin ‘de-selecting’ cases forreview.

The surveys took between eightmonths (jobseekers benefit) and 22 months (disability
allowance) to complete.
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In the case of the disabilityallowance scheme, there was a gap of six weeks between
the date of sample selection and staff being advised ofthe survey. The Departmenthas
pointed out that this delay is not considered to be a significantissue because this is a
long term scheme with minimum 'churn’.

A replacementsample was selected in the case of the jobseekers benefitsurvey due to
delays in starting the data collection process. Because ofthese delays itwas
appropriate to selecta new sample. However,commencementofreviews promptly
after sample selection would negate the need for new samples and lead to amore
efficient process.

As previously recommended, the use of continuous reviews for some schemes could
help to achieve more timelycompletion ofreviews.

Review Evidence

A standard social welfare inspector reportprovides a clear record of the extent and
resultof the review carried out. It helps ensure thatthere is clear evidence that all key
criteria have been addressed. Standard reports could also be used to outline the
reasons forexcluding a selected case from review as well as details ofall unsuccessful
attempts to contact a claimant.

Standard reports were not used in about one third of cases reviewed as partof this
examination. The Accounting Officer stated that the Departmentconsiders thereis a
clearrecord of the extent and resultof the review carried out in all cases. She stated
thatin many of the cases, the standard reportwas not completed because the social
welfare inspector did notinterview the customer.

Casefiles should contain evidence thatall the checks required to review a case were
carried out. In general, fraud and error documentation is notfiled separatelyin claimant
files. This makes verification of the basis for the review decision difficult. While there
was evidence in mostcases ofat leastsome ofthe checks carried out, for 24 of the 50
cases reviewed, gaps in the documentation of evidence were noted. The Department
has examined these cases and has stated thatit is satisfied with the evidence
supporting each review.

In a small percentage ofcases, areview by a social welfare inspector was notcarried
out. The Departmenthas stated thatthese cases were deskreviewed anditis satisfied
that they were appropriatelyreviewed and classified.

Classification of Results

For three of the four schemes, a fraud and error database with the outcome of each
case was completed bythe central supportunitor the scheme headquarters. These
databases classified cases as resulting in 'no change’, 'fraud’, ‘customer error' or
‘departmenterror'. The database also recorded whether each fraud and error case
resulted in a termination, areduction, an increase or an overpayment relating to earlier
periods.

For a smallnumber of cases examined, itappeared thatthe case had beenincorrectly
classified. Theseincluded caseswhich were treated as 'no change'but where there
were clear indications that paymenthad been reduced or terminated.



1 The Decisions Advisory
Office of the Department
has responsibility for
ensuring that decisions
made on social welf are
claims are consistent and
of good quality .
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The Department's policyis to classifycases where paymentis terminated orreduced as
'no change'unless the termination orreduction can be specificallylinked to the survey
process. The Departmentshould consider the impact of this approach on the
classification ofresults.

The Accounting Officer pointed out that this practice reflects the legitimate movement
that happens overthe lifetime of a social welfare claim.Payments on schemes are not
staticand a customer's entittementcan terminate, reduce orincrease formany
legitimate reasons. The Department, however, does notconsider this movementto be
fraud, customer error or departmental error.

Fraud and Error Calculations

Where a case review indicates that there is a payment in excess of entittement, the
amountof the excess paymentis calculated and recorded on the database as a
termination ora reductionin claim. The excess paymentcalculated is adjusted in
situations where the claimantsuccessfullyappeals the determination oris found to be
entitled to another social welfare payment either in their ownright or as an adult
dependant.

While ingeneral, the calculations were in order, the examination noted a small number
of cases where the calculations had notbeen carried out correctly.

Reporting Survey Results

For each survey, the Departmentpublishesthe overall rate of fraud and error, the rate
of re-instated or new benefits to which claimants became entitled either in theirown
right or as adultdependants and the resultantnetloss rate. These are reported both by
value and number of claims.

There is a level of uncertainty with all estimation techniques. The reports provide a
pointestimate onlyof the level of fraud and error in each scheme. No measure of
uncertainty is reported for the level of fraud and error cases either by value or number of
claims.

There are no monetaryvalues given inthe reports for the weekly payments to the
sample population orthe amountof fraud and error discovered. The results are
reported onlyin percentage terms. The total scheme expenditure is notreported and an
extrapolation of the estimated costof fraud and errorin the scheme as awhole is not
presented.

Quality Control

Quality control at all stages ofthe fraud and error survey process is importantin
ensuring the results are sound and can be relied on. The findings ofthe examination
indicate that there is scope for the Departmentto strengthen existing controls. Clearer
procedures and instructions to staffwould also help to ensure quality. In addition, an
independentqualityreview of a sample of cases to ensure consistencyin decision
making would be useful.

An independentreview of the decision process was included in the procedures for the
disabilityallowance survey. Those procedures provided fora sample ofthe ‘changein
rate’ cases to be reviewed by the Decisions Advisory Office.* No cases were reviewed
however.
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The Accounting Officer stated that the planned review by the Decisions Advisory Office
was subsequentlynot considered necessaryas cases had been decided bya central
experienced unitand at the time the Decisions Advisory Office lacked staff experienced
in disabilityallowance decisions.

Scheme Control Policy

The scheme control policy, whichiis in place for each scheme, should be updated to
reflect the fraud and error survey findings. Control policies and procedures were
updated for the disabilityallowance and jobseekers benefitschemes following the
surveys. No changes were considered necessaryto the other two schemes.

It was noted that in the disabilityallowance survey, deciding officers were required to
capture whetherthe claim had previously beenreviewed and if so, the date of the last
review. There would be meritin examining the lastreview date of all surveyed cases in
orderto establish whetherthereis anylink between review dates and highriskcases as
revealed by the fraud and error review.

Conclusions and Recommendations

The Department's fraud and error surveys provide valuable information aboutthe level
of payments in excess of entitements and the risks associated with particular schemes.
While, in general, the surveys are conducted in accordance with the Department's
procedures, the examination identified a number of areas where improvements can be
made both to improve the efficiency of the survey process and increase the reliability of
the results.

The Department's main objective in carrying out surveys is to identify categories of
cases thatpresentthe highestrisk. The scheme control policies forthe schemes
surveyed were amended where necessaryas aresultof the surveys completed.

Fraud and error surveys provide an opportunity for the Departmentto estimate reliably
the underlying level of welfare payments in excess of entittement. This would provide a
basis for assessing the effectiveness ofthe Departmentin detecting excess payments
and in tracking its effectiveness over time in deterring such payments. Akey factor in
this is ensuring the representativeness ofthe samples thatare drawn from the scheme
population.

Recommendation 17.1: The Departmentshould ensure thatsurveys are
designedinsuch away as to enable the results to be extrapolated to the scheme
population.

Accounting Officer’s Response: Partagreed. The Accounting Officer stated
thatit is her considered view that the extrapolation of survey results to scheme
expenditure as a whole is not appropriate and is notthe purpose forwhich
surveys are conducted. Surveys are a pointintime measure. She stated that the
outcomes ofsurveys are analysed to identify the high risk claims and to profile
highrisk customers so thatan appropriate control response is developed. The
Departmenttakes the necessaryand appropriate steps to address and eliminate
the risks identified as quicklyas possible. The Departmentwill, however, examine
this issue inits consideration ofthe possibilityof having a continuous surveyin
operation for some schemes.
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The fraud and error reports documentthe results interms of a percentage ofgross
expenditure. The results are presented as a pointestimate and are notreported in
monetaryvalue terms.

Recommendation 17.2: The Departmentshould reportthe monetaryamounts of
fraud and error identified as well as the percentages.

Accounting Officer's Response: Agreed. The monetary value of fraud and
error identified will be published in future surveys.

Review of 1,000 cases ineach survey is a resource intensive exercise. The results of
previous surveys and consideration ofthe acceptable margin oferror for each scheme
may enable sample sizes to be reduced. Stratified samplingis also a potential means
of reducing sample size. 'Two-phase'sampling could streamline the review process for
schemesinvolving medical assessment. Oversampling can be used to deal with cases
that have to be omitted due to post-survey events.

Recommendation 17.3: The Departmentshould

=  Carry out a review of the sample size for each scheme using data from past
surveys and sampling theoryto determine the optimum sample size. This
should be updated after each survey.

= Considerthe scope for using stratified sampling in all schemes.

= Considerthe use of 'two-phase'or 'double'sampling for assessing medical
cases.

= Review its policy for excluding certain categories of cases after selection and
explore the use of oversampling to accountfor situations where cases have
to be omitted after selection.

Accounting Officer’s Response: Part Agreed. The Accounting Officer notes the
points raised in relation to sampling. However, she stated that a sufficientsample
of cases from each category of claimantwas essential ifthe survey results were
to be usedto directcontrol policies forschemes. The Departmentwill consider
the use of stratification for future surveys. 'Two phase'sampling will be
considered in the context of the planned survey of the invalidity pension scheme.
Consideration will also be given to the use of oversampling to accountfor cases
that have to be omitted after selection.

17.63 There is alongtimelag between sample selection and reporting ofresults —the

surveys took between eightand 22 months to complete.

Recommendation 17.4: Reviews should be carried outpromptly after sample
selection and clear cut-off dates should be established. The possibilityof having
a continuous surveyin operation should be considered forsome schemes
whereby, a certain number of cases would be reviewed each month or
periodicallyover the year.
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Accounting Officer’s Response: Partagreed. The Accounting Officer pointed
out that where medical assessmentis involved, it is extremely difficult to prevent
a protracted survey durationin orderto allow for initial assessments, reviews of
evidence submitted, examinations and appeals.

The Departmenthas been examining the possibilityof using continuous reviews.
Issues thatneedto be considered include the resources involved and the fact that
suchreviews may not always be appropriate, for example, where a high
expenditure scheme has alow level of fraud and error.

The Departmentwill examine the use of a cut-off-date. However, operating a
strict cut-off-date may distortthe survey results as itmay lead to difficult cases
being excluded.

Full testing of the sample cases for all eligibilityconditions is keyin ensuring the
reliability of the survey results. In some casesexamined,itwas difficult to identify
evidence that all checks had been carried out. Standard forms to record reviews assist
in providing a clear audittrail to demonstrate thata full assessmentofeach case was
carried out.

The results ofeach survey as recorded on the survey database provide the basis for the
reported results. The audit found a small number ofinstances where the value of fraud
or error identified appeared to have been incorrectly calculated. Currently, the
Departmentonlyclassifies cases as a fraud or error if a termination or reduction in
paymentarises directlyfrom the survey. The survey process does notinclude an
independentreview of a sample ofcases.

Recommendation 17.5: The Departmentshould consider

= the use of standard documentation for all cases to demonstrate thatall
eligibilitychecks were carried out or the reason why a case could notbe
reviewed

= the filing of fraud and error documentation and other evidence to supportthe
review in a separate section in claimantfiles

= its policyfor classifying cases

= strengthening existing quality controls in the survey process including
introduction of anindependentreview of a sample of cases.

Accounting Officer’s Response: Part agreed. The Departmentwill examine and
implement, where appropriate, the process improvements suggested.
Notwithstanding the factthat standard documentation was notusedin all cases,
the Accounting Officer is satisfied thatsufficientdocumentation is held as
evidence in all cases. She does not considerthatfiling survey documentation
separatelyis practical or necessary.

The Accounting Officer stated that she accepted the need for a strengthening of
existing quality controls. She pointed out that surveys are conducted by scheme
owners andthere is oversightby the Department's control division and its
statistician. All decisions on cases were taken by experienced officers ensuring
consistencyand qualityin the decision process.



