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BACKGROUND, AUDIT OBJECTIVE AND METHODOLOGY 
   

 

Many federal and state benefit programs list specific circumstances under which 

incarcerated individuals cannot receive program benefits.  The objective of our 

audit was to determine whether incarcerated individuals in New Jersey are 

receiving monetary benefits from these programs or other similar payments to 

which they are not legally entitled.   

We specifically reviewed payments related to the following: 

• New Jersey Medical Assistance and Health Services Program 

• Supplemental Nutrition Assistance Program  

• Work First New Jersey 

• Unemployment Insurance Program  

• Housing Choice Voucher Program  

• State Rental Assistance Program  

• Pension payments for retired public employees  

• Payroll checks issued to State employees  

To accomplish our audit objective, we collected data from the responsible State 

departments regarding program participants and State employees for the 22-

month period of July 1, 2009 to April 30, 2011.  We matched this data against 

State and county incarceration data using each individual’s first name, last name 

and Social Security number.   

In New Jersey, inmate incarceration data for those prisoners whose sentences 

are served at State prisons is maintained by the Department of Corrections 

(DOC).  County inmate incarceration data is maintained by the Administrative 

Office of the Courts (AOC), except for inmates in Bergen County, which 

maintains its own inmate data.  For purposes of this report, any reference to 

county incarceration data includes both AOC and Bergen County data.   
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For each data match, we compared the dates of program participation to the 

individual’s incarceration commitment and release dates.  Where those dates 

coincided, we presented the data to the department administering the program in 

an attempt to verify that the program payments were improper.  In some 

instances those communications revealed that the responsible department 

already had identified the improper payment and was working to recoup it.  

Those payments were removed from our testing and are not included in the 

compilations set forth in this report.  In other instances, the responsible 

department ultimately determined that the payment at issue was not improper, 

and those payments are not included in this report either.  As of April 17, 2013 

(the end of our audit field work), in some instances the responsible departments 

were still in the process of confirming that the identified payments were 

improper.  

In making these determinations, we conducted interviews with staff at the 

departments administering these programs and reviewed applicable statutes and 

regulations.  We also sought to determine if appropriate internal controls were 

in place at these departments to prevent inmates from inappropriately receiving 

these publicly funded program benefits.  

As part of our audit, we used specialists from the Office of the State 

Comptroller’s Medicaid Fraud Division (MFD).  As part of its oversight role, 

MFD recovers improperly expended Medicaid funds. 

This audit was performed pursuant to the State Comptroller’s authority as set 

forth in N.J.S.A. 52:15C-1 et seq.  We conducted our audit in accordance with 

generally accepted government auditing standards applicable to performance 

audits.  Those standards require that we plan and perform the audit to obtain 

sufficient, appropriate evidence to provide a reasonable basis for our findings 

and conclusions based on our audit objective.  We believe that the evidence 

obtained provides a reasonable basis for our findings and conclusions based on 

our audit objective. 
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Concerning the Housing Choice Voucher Program and the State Rental 

Assistance Program, both of which are administered by the Department of 

Community Affairs (DCA), we identified relatively immaterial amounts of 

improper payments.  While not reported on in detail herein, we referred those 

exceptions to DCA for its review and disposition.   

Our analysis of payroll checks issued to State employees also revealed relatively 

immaterial amounts of improper payments.  Our payroll analysis focused on 

payroll checks issued to State employees who used sick leave while 

incarcerated.  State regulations do not permit use of sick leave during a term of 

incarceration.  We specifically found that 13 incarcerated State employees had 

improperly used sick leave during a term of incarceration.  We provided this 

information to each of the responsible State departments for their review and 

disposition, including recovery of the payroll funds as appropriate. 
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SUMMARY OF AUDIT RESULTS 
  

 
Our audit identified more than $23 million in benefit payments from a series of 

federal and State programs to individuals who were incarcerated and therefore 

do not appear to be entitled to such payments.  Table 1 summarizes these 

payments, which were made during our 22-month test period of July 1, 2009 to 

April 30, 2011. 

 
Table 1 

Program Amount of Benefit 
Payments Identified  

Unemployment Insurance Program          $10,641,563 
New Jersey Medical Assistance and Health 
Services Program (Medicaid)  $7,107,248 
Supplemental Nutrition Assistance Program   $4,252,169 
Work First New Jersey   $1,245,456 
Pension payments to retired public employees     $354,158 

               Total $23,600,594 
 

These payments generally resulted from a lack of adequate internal controls at 

the State agencies administering these programs.  Particularly notable in this 

regard was the fact that those agencies are not making use of county 

incarceration data to identify inmates who are improperly receiving this 

government assistance.  In addition, some of the agencies are placing 

unwarranted reliance on highly informal control mechanisms, such as one 

agency reviewing New Jersey newspapers to determine if any of its thousands 

of program participants have been arrested or convicted of a crime.  The 

implementation of adequate controls would limit or eliminate improper and 

unnecessary benefit payments, thereby saving taxpayer funds.  

 
The following sections of this report set forth our specific findings relating to 

the programs we tested.   
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AUDIT FINDINGS AND RECOMMENDATIONS 
 

The Unemployment Insurance Program 
 
We reviewed payments made to incarcerated individuals in connection with the 

Unemployment Insurance Program.  This program is administered by the 

Department of Labor and Workforce Development (LWD).  

Unemployment Insurance provides temporary income benefits to eligible 

individuals who are “able to work, . . . available for work, and . . . actively 

seeking work,” but who are presently unemployed. N.J.S.A. 43:21-4(c)(1).  

Although the relevant legislation does not explicitly bar incarcerated individuals 

from receiving program payments, in order to receive benefits an applicant must 

certify to the above biweekly either through the internet or by telephone.  By 

definition, an individual is not “available for work” if he or she is incarcerated. 

LWD has controls in place to prevent inmates in State custody from receiving 

Unemployment Insurance payments.  Specifically, in addition to the biweekly 

recertification process, LWD generates a weekly report utilizing each 

applicant’s name, address, date of birth and Social Security number and 

matches it against DOC’s incarceration database to determine if any individuals 

recertified for Unemployment Insurance benefits are currently incarcerated.  

However, no such verification is performed using county incarceration data.  

When we compared Unemployment Insurance recipient data to State and county 

incarceration data, we identified $10,641,563 in Unemployment Insurance 

benefit payments paid out to more than 7,600 incarcerated individuals.  Many of 

these inmates received improper unemployment payments for an extended 

period of time.  For example, one individual received unemployment payments 

for more than a year while incarcerated for a drug-related offense.  He received 

payments totaling $39,631 during his incarceration.  Similarly, another 

individual, who was convicted of unlawful possession of a firearm, received 

$25,704 in unemployment benefits over the course of one year while 
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incarcerated.  He began receiving the payments only after he already had been 

incarcerated for three months. 

 
Given that continued eligibility to receive Unemployment Insurance benefits 

requires a biweekly certification by the applicant, it is likely that benefits were 

secured fraudulently.  We have referred this matter to our Division of 

Investigations for further review and appropriate action, including criminal 

referrals as appropriate.  

In response to our findings, LWD has begun to recover the improper payments 

and is working to incorporate the use of county incarceration data into its 

verification process.  
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The Medicaid Program 

The Department of Human Services’ Division of Medical Assistance and Health 

Services (DMAHS) administers the New Jersey Medical Assistance and Health 

Services Program (Medicaid), which pays for medical services for low-income 

individuals and families.   

Pursuant to N.J.A.C. 10:72-3.9(b), “Any person who is incarcerated in a 

Federal, State, or local correction facility (prison, jail, detention center, 

reformatory, etc.) is not eligible for the Medicaid program.”  However, an 

individual “may continue to receive [Medicaid] services for the month in which 

he becomes an inmate.” N.J.S.A. 30:4D-6(e)(1).  For example, an individual 

incarcerated on any day in November is ineligible for Medicaid payments for 

medical services provided on December 1 through the end of the term of 

incarceration.  In lieu of participation in the Medicaid program, the correctional 

facilities themselves provide for medical care for inmates in their custody.  

When MFD compared incarceration data to the database of individuals for 

whom Medicaid claims were submitted and paid, MFD identified in excess of 

$7.1 million in apparently improper Medicaid payments during our audit period.  

Of this amount, $5,349,427 was paid in the form of “capitation” payments on 

behalf of inmates enrolled in Medicaid.  Capitation payments are fixed, monthly 

amounts paid per eligible individual to a Medicaid managed care organization 

responsible for the individual’s health care.  An additional $1,757,821 was paid 

to individual health care providers, such as pharmacies, hospitals and health 

clinics.  Some of these payments may have been the result of Medicaid being 

billed for services rendered to individuals fraudulently using someone else’s 

Medicaid card.  

During the course of our audit, in January 2013, DMAHS entered into a 

Memorandum of Understanding with DOC to obtain information on individuals 

who are incarcerated in State custody.  However, DMAHS currently has no 
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mechanism in place to obtain such information regarding inmates in county 

facilities.   

MFD is in the process of investigating the payments referenced in this report 

and will pursue recovery of improper payments as appropriate.  As part of that 

process, MFD will also make any appropriate criminal referrals. 
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Food and General Assistance Programs 
 
Our audit also included a review of payments made to incarcerated individuals 

as part of the Supplemental Nutrition Assistance Program and the Work First 

New Jersey program.  Both of these benefit programs are administered by the 

Department of Human Services’ Division of Family Development (DFD). 

Supplemental Nutrition Assistance Program  

The Supplemental Nutrition Assistance Program (SNAP) assists qualifying low-

income individuals and families in purchasing groceries.  SNAP allows program 

applicants to apply for benefits in a variety of ways including in person or 

through the internet.  In addition, initial verification information (i.e., birth 

certificate, photo identification) must be submitted in person or by an authorized 

representative at a county welfare agency.  Recertification of program eligibility 

is performed at periodic intervals of no less than 12 months.  

N.J.A.C. 10:87-2.2(b) specifically states that “[i]ndividuals or groups of 

individuals who are residents of an institution . . . may not participate in the 

[SNAP] program.”  Individuals are considered “residents of an institution” 

when “the institution provides them with the majority of their meals (over 50 

percent of three meals daily) as part of the institution’s normal services.” 

N.J.A.C. 10:87-2.4(a).  At the time of program certification and recertification, 

the applicable county welfare agency is required by State regulation to 

determine whether a SNAP applicant is eligible for the program, including, for 

example, whether the individual is a resident of an institution.  According to the 

State administrator responsible for overseeing the program, this verification is 

completed through a match of SNAP recipients to State incarceration data.  

However, county inmate data is not being used in the matching process.  

When we compared SNAP participant data to State and county incarceration 

data, we identified $4,252,169 in SNAP benefit payments to incarcerated 

program participants.  
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Work First New Jersey  

Work First New Jersey (WFNJ) provides temporary cash assistance and other 

support services to low-income families and individuals.  WFNJ includes the 

General Assistance and the Temporary Assistance to Needy Families (TANF) 

programs. General Assistance provides cash benefits and support services to 

individuals and couples with no dependent children.  TANF provides cash 

assistance and other support services to families and is designed to help 

recipients become self-sufficient through job training and similar activities.  The 

verification and recertification process for these programs is similar to that of 

the SNAP program. 

According to N.J.S.A. 44:10-48(b)(5), “a person absent from the home who is 

incarcerated in a federal, State, county or local corrective facility or under the 

custody of correctional authorities” is not eligible for WFNJ assistance.  

DFD does not use State or county incarceration data to identify inmates 

improperly receiving General Assistance or TANF benefits.  A DFD official 

stated to us that because most General Assistance and TANF recipients also 

receive SNAP, no additional incarceration checks are necessary.  However, as 

noted previously, SNAP recipients are not being screened using county 

incarceration data.   

When we compared General Assistance participant data to State and county 

incarceration data, we identified $395,712 in benefit payments to program 

participants identified as incarcerated.  Similarly, when we compared TANF 

participant data to State and county incarceration data, we identified $849,744 

in benefit payments to program participants identified as incarcerated.  These 

benefit payments under WFNJ thus totaled $1,245,456.  
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Pension Payments 
 
We also reviewed State pension payments made to incarcerated individuals.   

The Department of the Treasury’s Division of Pensions and Benefits (DPB) 

makes pension payments to public employees after their retirement based on 

years of creditable service to the State.  State law mandates, however, that no 

State pension shall be paid to any person during a period when the individual is 

confined in a penal institution as a result of a conviction of a crime involving 

“moral turpitude.”  N.J.S.A. 43:1-2.  Although “moral turpitude” is not 

specifically defined in the statute itself, courts have held that such crimes 

include, among other offenses, crimes involving a malicious intent, crimes 

involving an intent to deprive someone of property and any crime of which 

fraud is an element.   

 
DPB does not match its database of public retirees against State or county 

incarceration data to identify individuals convicted of crimes that might require 

the forfeiture of their pension.  Instead, the far more informal DPB process 

relies on receiving tips and reviewing New Jersey newspapers to identify 

pension recipients who have been sentenced to prison.   

We compared the databases described above and submitted our results to DPB 

along with the individuals’ incarceration dates and conviction information.  

DPB staff then researched each conviction and the resulting period of 

incarceration, and determined if the crime should have resulted in a forfeiture of 

benefits.  DPB staff concluded that $354,158 of pension benefits had been paid 

to State retirees while they were incarcerated for crimes involving moral 

turpitude, although final determinations in this regard must be made by the 

pension board itself.  The disqualifying offenses in these cases included crimes 

such as robbery, official misconduct and kidnapping.  DPB has begun the 

process to recover the improper payments.  
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CONCLUSIONS AND RECOMMENDATIONS 
 
 

The improper payments set forth in this report resulted from the absence of a 

comprehensive or program-specific system of controls designed to prevent 

ineligible incarcerated individuals from improperly collecting State-

administered program benefits.  While some departments perform a background 

check of program applicants using DOC incarceration data, no department is 

performing a similar check using county incarceration data.   

We recommend that: 

 
1. LWD should use county incarceration data to identify inmates who are 

improperly receiving Unemployment Insurance benefits. 

 
2. LWD should, as deemed appropriate, continue to pursue recovery of the 

improper Unemployment Insurance payments as identified in this report. 

 
3. The Department of Human Services should work with AOC to develop a 

cost-effective data-sharing protocol.  (AOC has advised us that Bergen 

County’s incarceration data is in the process of being integrated into 

AOC’s data.) 

 
4. The Department of Human Services should, as deemed appropriate, 

pursue recovery of the improper SNAP, General Assistance and TANF 

benefit payments as identified in this report. 

5. The Department of the Treasury should work with DOC and AOC to 

develop a cost-effective data-sharing protocol. 

6. The Department of the Treasury should, as deemed appropriate, continue 

to pursue recovery of the improper pension payments as identified in this 

report. 
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REPORTING REQUIREMENTS 
 
 

We provided a draft copy of this report to DCA, the Department of Human 

Services, LWD and the Department of the Treasury for their review and 

comment.  We received responses from LWD, the Department of Human 

Services and the Department of the Treasury.  We also received a response from 

DOC, which we had sent a courtesy copy of the draft report.  These responses 

were considered in preparing our final report and are attached as Appendix A.  

We address selected points from one of the responses in Notes set forth in 

Appendix B. 

LWD’s response acknowledged the audit’s findings concerning the improperly 

paid $10.6 million in Unemployment Insurance payments to incarcerated 

individuals.  The response states that LWD has now implemented the additional 

safeguards we recommended to prevent future improper payments. 

The Department of Human Services’ response stated several areas of concern 

and provided additional information regarding the audit report.  We have 

concluded that those concerns generally do not impact the findings of the audit 

or already had been accounted for in those findings.  The department’s response 

notes that “DMAHS and DFD are working to develop new procedures to 

address the eligibility issues raised in the audit” and discusses making “every 

effort to recoup fraudulent disbursed benefits.” 

The Department of the Treasury’s response stated that as recommended, it is in 

the process of recouping improper payments as appropriate, and has 

commenced data sharing arrangements with DOC and AOC to prevent future 

improper payments. 

DOC’s response cited its willingness “to participate in remedies that eliminate   

. . . the receipt of benefits [by] those who are not legally entitled.”   
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The Office of the State Comptroller is required by statute to monitor the 

implementation of our recommendations.  To meet this requirement and in 

accordance with N.J.A.C. 17:44-2.8(a), following the distribution of the final 

audit report, LWD, the Department of Human Services and the Department of 

the Treasury shall report to the Office of the State Comptroller within 90 days 

stating the corrective action taken or underway to implement the 

recommendations contained in this report and, if not implemented, the reason 

therefore.  N.J.A.C. 17:44-2.8(a).   
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APPENDIX B 

COMPTROLLER NOTES ON AUDITEE RESPONSES 

 

The following notes correspond to the auditee responses as indicated in the 

margins of those responses. 

1) State law provides that a person who is incarcerated is not eligible to 

participate in the Medicaid program.  N.J.A.C. 10:72-3.9.  Our audit 

identified Medicaid payments on behalf of such incarcerated individuals.  

The distinctions set forth in the department’s response regarding, for 

example, whether an individual was booked or arraigned are not relevant to 

this analysis. 

2) We have reviewed relevant guidance from CMS and nothing in that 

guidance changes the findings of the report.  Specifically, the guidance 

discusses suspending the Medicaid eligibility of incarcerated individuals, 

which the department has not done. 

3) The department’s response focuses on federal reporting requirements as 

opposed to eligibility requirements.  Even though some SNAP beneficiaries 

are subject to a “simplified” reporting process and therefore are not required 

to affirmatively report changes in their status, that does not render them 

eligible for SNAP payments while incarcerated.  New Jersey law at N.J.A.C. 

10:87-2.2(b) and N.J.A.C. 10:87-2.4 and federal law at 7 C.F.R. 

273(b)(7)(vi) both identify such individuals as ineligible for SNAP benefits.  

In addition, during our audit we removed cases such as where the term of 

incarceration was less than 30 days and instances where benefits were 

subsequently cancelled or voided, and so those payments referenced in the 

department’s response are not part of our findings. 
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