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When an overpayment is discovered, corrective action must be taken to 
prevent further overpayment and the overpayment is to be recouped.  The 
normal suspense period must be allowed for any client negative actions.  
An entry is to be made in the case record to document the overpayment, 
the cause of the overpayment and the action taken to prevent further 
overpayment and to recover the overpayment. 
 
INSTANCES OF OVERPAYMENT  
Four instances may generate overpayments: 
 

• Client errors. 
• Provider errors. 
• Administrative errors. 
• Department upheld at an administrative hearing. 

 
APPROPRIATE RECOUPMENT ACTION  
 
Appropriate action in these instances is to be based on the following: 
 
1. Information given to the department by a client is incorrect or 
incomplete. 

 
Note: Two party checks used in independent living services (ILS) are 
always to be viewed as client payments and therefore any 
overpayments involving a two party check are to be treated as client 
overpayment. 

 
a. Willful client overpayment occurs when: 

 
• A client reports inaccurate or incomplete information or fails to 
report information necessary to make a correct eligibility or grant 
determination; and 
 
• The client had been clearly instructed regarding the client's 
reporting responsibilities, (a signed DHS-390 or 

DHS-3062 is evidence of being clearly instructed); and 
 

• The client was physically and mentally capable of performing 
the client's reporting responsibilities; and 

 
• The client cannot provide a justifiable excuse for withholding 
information. 

 
When willful overpayments of $500.00 or more occur, an DHS- 834, 
Fraud Investigation Request, is completed and sent to the Office of 
Inspector General. Note: See PAM Items 700 - 720. 
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No recoupment action is taken on cases that are referred for 
investigation while the investigation is being conducted. 
 
Willful overpayments of $499.00 or less are treated as non-willful client 
error, unless the policy of the local county prosecutor dictates 
otherwise. Note: See PAM Items 700 - 720 for investigation of alleged 
fraud. 

 
b. Non-willful client errors: Are overpayments received by clients who 
are unable to understand and perform their reporting responsibilities 
due to physical or mental impairment or who have a justifiable excuse 
for not giving correct information. 

 
All instances of non-willful client error or willful client error of $499 or 
less, will be recouped. No fraud referral is necessary. 

 
2. Provider caused overpayment: Service providers are responsible for 
correctly billing for services which were authorized and actually 
delivered and for refunding overpayments resulting from a negative 
billing process (payment is issued as a result of a specialist-generated 
payment document). Failure to bill correctly or refund overpayments is 
a provider error. 

 
Note: Local offices do not need to make a determination of whether 
the overpayment is willful or non-willful. The Reconciliation and 
Recoupment Section of the Bureau of Accounting will be responsible 
for referrals to the OIG. 
 
3. Administrative overpayments: 

 
a. A computer or mechanical process may fail to generate the proper 
amount of payment to the client or the provider and an overpayment 
may occur. The department will recoup the overpayment from the 
provider or client, depending on who was overpaid. 

 
b. Specialist error may cause authorization of more service than the 
client is entitled to receive. The authorization will cause the provider to 
provide, in good faith, these services. In these instances there will be 
no recoupment. 
 
However, in situations where specialist error causes either clients or 
providers to receive more payment than entitled to without the 
provision of the extra service, recoupment shall take place. 
 
4. Hearing related overpayments: When a client makes a timely 
request for a hearing, the proposed negative action is delayed until the 
hearing decision is issued, the request is withdrawn or the client fails to 








