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Status of Agencies' Efforts to Address Improper 
Payment and Recovery Auditing Requirements 
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International Security, Committee on 
Homeland Security and Governmental 
Affairs, U.S. Senate 

The federal government is 
accountable for how its agencies 
and grantees spend hundreds of 
billions of taxpayer dollars and is 
responsible for safeguarding those 
funds against improper payments 
and recouping those funds when 
improper payments occur. The 
Congress enacted the Improper 
Payments Information Act of 2002 
(IPIA) and section 831 of the 
National Defense Authorization Act 
for Fiscal Year 2002, commonly 
known as the Recovery Auditing 
Act, to address these issues.  
 
GAO was asked to testify on 
agencies’ efforts to eliminate and 
recover improper payments. 
Specifically, GAO focused on (1) 
progress made in agencies’ 
implementation and reporting 
under IPIA for fiscal year 2007, (2) 
major challenges that continue to 
hinder full reporting of improper 
payment information, and (3) 
agencies’ efforts to report on 
recovery auditing and recoup 
contract overpayments. This 
testimony is based in part on a 
recently issued report (GAO-08-
377R) in addition to a further 
review and analysis of improper 
payment and recovery auditing 
information reported in agencies’ 
fiscal year 2007 performance and 
accountability reports (PAR) or 
annual reports. The Office of 
Management and Budget (OMB) 
provided technical comments 
which GAO incorporated as 
appropriate.  
 

 

 

While agencies have made progress, GAO identified ongoing challenges in key 
areas related to IPIA and recovery auditing implementation and reporting. 
• Progress made in agencies’ implementation and reporting under 

IPIA. Agencies reported improper payment estimates of about $55 billion 
in their fiscal year 2007 PARs or annual reports, an increase from the 
almost $41 billion reported in fiscal year 2006. The reported increase was 
primarily attributable to a component of the Medicaid program reporting 
improper payments for the first time totaling about $13 billion, which GAO 
viewed as a positive step to improve transparency over the full magnitude 
of improper payments. The $55 billion estimate consists of 21 agencies 
reporting for 78 programs, including 19 agency programs or activities 
reporting for the first time in fiscal year 2007. Further, select agency 
programs that first reported an error rate in fiscal year 2004 reported an 
overall decrease in their error rate estimates when compared to fiscal year 
2007. OMB noted that further reductions in error rates are expected as 
agencies take steps to address payment errors resulting from insufficient 
or no documentation.  

• Challenges with IPIA implementation. Not all agencies reported 
conducting risk assessments of all of their programs and activities as 
required under IPIA. Further, agencies have not estimated for 14 risk-
susceptible programs with outlays totaling about $170 billion. 
Additionally, in some instances, agencies did not measure improper 
payments for a 12-month period as generally required by OMB’s 
implementing guidance, nor did the estimates reflect improper payments 
for the entire program. Four agency auditors reported noncompliance 
issues with IPIA regarding risk assessments, sampling methodologies, 
corrective actions, recovery of improper payments, and inadequate 
documentation. Agencies also reported that statutory or regulatory 
barriers may limit corrective actions to reduce improper payments. Lastly, 
agencies continue to face challenges in the implementation or design of 
internal controls to identify and prevent improper payments. Specifically, 
over half of agencies’ Offices of Inspectors General identified 
management or performance challenges that could increase the risk of 
improper payments.   

• Agencies’ efforts to report recovery auditing information continue. 

In total, 21 agencies reported identifying about $121 million in improper 
payments in fiscal year 2007 for recovery and actually recovering about 
$87 million, a decrease of about $217 million when compared to the 
reported amount identified for recovery in the prior year. Most of the 
decrease can be attributed to the Department of Defense’s decision to 
stop reporting voluntary refunds. GAO noted that few agencies reported 
on corrective action plans to address the root causes of contract payment 
errors. Also, two agencies reported that conducting recovery audits was 
not cost beneficial. All but two agencies reported they contracted out 
recovery audit services, conducted in-house recovery audits, or both. The 
other two were silent on this on matter.    

 

To view the full product, including the scope 
and methodology, click on GAO-08-438T. 
For more information, contact McCoy 
Williams at (202) 512-2600 or 
williamsm1@gao.gov. 

http://www.gao.gov/cgi-bin/getrpt?GAO-08-438T
http://www.gao.gov/cgi-bin/getrpt?GAO-08-438T


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


