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ARIZONA STATE SENATE

Fifty-Second Legidature, First Regular Session
FACT SHEET FOR S.B. 1328

eligibility verification; public programs

Purpose

Requires the Department of Economic Security (DES) to establish a computerized
eligibility verification system and contract with a vendor to verify eligibility for assistance.
Enumerates requirements for DES in verifying and authenticating identity, including comparing
applicants identity information against information maintained by various local, state and
federal agencies. Outlines DES requirements when DES discovers identity discrepancies or cases
of fraud or misrepresentation.

Background

According to DES, the identity of applicants for assistance is verified at every interview.
For eligibility determinations in the Arizona Technical Eligibility Computer System (AZTECS),
any document that establishes identity may be accepted, including a state driver license or birth
certificate.

The identity of applicants for medical assistance will be validated by a multi-factor
authentication service as part of the Federal Data Services Hub, which will generate questions
based on an applicant’s credit history. Part of the Federal Hub will also assist in identifying
potential identity fraud.

The identities of applicants for Cash Assistance (CA) and the Supplemental Nutrition
Assistance Program (SNAP) are established through Arizona's State Data Hub, which was
modeled after the Federal Data Services Hub. The State Data Hub currently includes
information from various sources, including DES eligibility and enrollment systems, Arizona
Vital Records and the Arizona State Retirement System, among others. If an applicant is unable
to pass identity or residency proofing in the Federal or State Hubs, however, the person has the
option to manually prove identity or residency through documentation. Additionally, applicants
socia security numbers are verified through the U.S. Social Security Administration’s (SSA)
State Verification Exchange System. Adult participants must also comply with the Arizona
Fingerprint Imaging Program, an automated fingerprint comparison system used to ensure
participants do not receive duplicate CA or SNAP benefits. Finally, DES also receives death,
prisoner, fleeing felon, Internal Revenue Service (IRS), wage and income, pension, employment,
veterans' benefits and drug conviction information.

This legislation establishes additiona requirements for DES; there may be associated
costs.



FACT SHEET
S.B. 1328
Page 2

Provisions
Eligibility Verification System

1. Requires DES to establish a computerized income, asset and identity eligibility verification
system to do the following within each respective assistance program administered by DES:
a) verify digibility;
b) eliminate the duplication of assistance; and
C) deter waste, fraud and abuse.

2. Requires DES to contract with a third-party vendor for the purposes of developing a system
to verify applicant income, asset and identity information to prevent fraud, misrepresentation
and inadequate documentation:

a) when determining an applicant’s eligibility for assistance before the distribution of
benefits;

b) periodically between dligibility redeterminations; and

c) during eligibility redeterminations and reviews.

3. Permits DES to also contract with a vendor to provide information to facilitate recipient
eligibility reviews conducted by DES.

4. Requiresthe third-party vendor contract to:

a) require that the vendor, in partnership with DES, establish annualized savings realized
from the implementation of the eligibility verification system and savings must exceed
the total yearly cost for implementing the verification system; and

b) have a payment structure that is based on a per-applicant rate and may include a
performance bonus for achieving above a predetermined rate of success of identifying
waste, fraud and abuse.

5. Prohibits, when DES enters into a contract with a third-party vendor and in order to avoid
any conflict of interest, that primary vendor from:
a) currently running enrollment services; or
b) bidding on or being awarded a state contract to run enrollment services.

6. Specifies that the above requirements do not preclude DES from continuing to conduct
additional eligibility verification processes currently in practice.

Verification of I nformation

7. Requires all benefit applications to be processed within the minimum period of time required
by federal law.

8. Requires DES to verify identity information of each respective applicant and recipient of
DES assistance against the following, before awarding assistance and on a quarterly basis:
a) earned and unearned income information maintained by the IRS;
b) employer weekly, monthly or quarterly reports of income and unemployment insurance
payment information maintained by the Industrial Commission of Arizong;
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c)
d)
€)
f)
)
i)
)
k)

Y

earned income, death register and prisoner information maintained by the U.S. Social
Security Administration (SSA);

immigration status information maintained by the U.S. Citizenship and Immigration
Services,

public housing and Section 8 Housing Assistance payment information maintained by the
U.S. Department of Housing and Urban Devel opment;

national fleeing felon information maintained by the Federal Bureau of Investigation;
wage reporting and similar information maintained by states contiguous to Arizona;
beneficiary records and earnings information maintained by the SSA in its beneficiary
and earnings data exchange database;

earnings and pension information maintained by the SSA in its beneficiary earnings
exchange record system database;

employment information maintained by Arizona and by the U.S. Department of Health
and Human Services (U.S. DHHS) in its National Directory of New Hires database;
Supplemental Security Income information maintained by the SSA in its State Data
Exchange database;

veterans' benefits information maintained by the U.S. DHHS, in coordination with the
Arizona Departments of Health Services and Department of Veterans Services, in the
federal Public Assistance Reporting Information System database;

child care services information maintained by DES,

utility payments information maintained by this state under any low income home energy
assistance program;

emergency utility payment information maintained by this state or local governments,

a database of all persons who currently hold alicense, permit or certificate from any state
agency, the cost of which exceeds $500;

income and employment information maintained by DES and U.S. DHHS' Office of
Child Support Enforcement;

earnings and pension information maintained by the Arizona State Retirement System
and the Public Safety Personnel Retirement System,

any existing real-time database of persons currently receiving benefits in other states,
such as the National Accuracy Clearinghouse; and

a database substantially similar to the aforementioned eligibility verification system.

9. Requires DES to match identity information of each respective applicant and recipient of
DES assistance, before awarding the assistance and on a quarterly basis, against the
following public records, at a minimum:

a)
b)
c)

d)

€)

a nationwide public records data source of physical asset ownership, including real
property, automobiles, watercraft, aircraft and luxury vehicles or any other vehicle owned
by the applicant and recipient of assistance;

anationwide public records data source of incarcerated individuas;

a nationwide best-address and driver license data source to verify that the individuals are
residents of Arizong;

a comprehensive public records database that identifies potential identity fraud or identity
theft and that can closely associate name, social security number, date of birth, telephone
and address information;

national and local financial institutions, to locate undisclosed depository accounts or
verify account balances of undisclosed accounts;



FACT SHEET
S.B. 1328
Page 4

f) outstanding default or arrest warrant information maintained by the Criminal History
Systems Board, the Criminal Justice Information System and the Warrant Management
System; and

g) adatabase substantially similar to the aforementioned eligibility verification system.

Enhanced | dentity Authentication

10. Requires benefit applicants to complete a computerized identity authentication process that
confirms that the applicant owns the identity presented in the application, before assistance
may be awarded.

11. Requires DES to review the respective applicant or recipient’s identity ownership by
providing a knowledge-based quiz (quiz) consisting of financial or personal questions.

12. Requires the quiz for applications to be available to be submitted through all channels,
including online, in person and by telephone.

13. Requires the quiz to attempt to accommodate non-banked or under-banked applicants who do
not have an established credit history.

| dentity Discrepancies

14. Requires DES to review the respective applicant’s or recipient’s case using the procedures
below, if adiscrepancy results from the identity information and one or more of the databases
or information tools listed above.

15. Requires DES to take no further action if the information discovered does not result in DES
finding a discrepancy or change in an applicant’s or recipient’s circumstances that may affect
eligibility.

16. Requires DES to do the following after receiving information that results in DES finding a
discrepancy or change in circumstances that may affect eligibility:
a) promptly redetermine eligibility; and
b) givethe applicant or recipient an opportunity to explain the discrepancy.

17. Prohibits self-declarations by applicants or recipients from being accepted as verification of
categorical and financial €ligibility during €ligibility evaluations, reviews and
redeterminations.

18. Requires DES to provide written notice to the applicant or recipient describing in sufficient
detail:
a) the circumstance of the discrepancy or change;
b) the manner in which the applicant or recipient may respond; and
c) the consequences of failing to take action.

19. Requires the applicant or recipient to respond in writing within 10 business days or the
minimum required by state or federal law in an attempt to resolve the discrepancy or change.
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20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

Permits DES, after receiving the explanation, to request additional documentation if it
determines that there is risk of fraud, misrepresentation or inadequate documentation.

Requires DES to do the following, if the applicant or recipient does not respond to the notice:
a) provide notice of intent to deny or discontinue assistance; and
b) deny or discontinue assistance for failure to cooperate.

Prohibits assistance eligibility from being established or reestablished until the discrepancy
or change has been resolved.

Requires DES to reinvestigate the matter if an applicant or recipient disagrees with the
findings of the match between the identify information and one or more databases of
information tools listed above.

Requires DES to take immediate action to correct an error, and prohibits further action from
being taken.

Requires DES to determine the effect on an applicant’'s or recipient's case and take

appropriate action if:

a) DESfindsthere was no error after an investigation; or

b) the applicant or recipient agrees with the findings of the match between the identity
information and one or more databases or information tools listed above.

Requires DES to give written notice of its action to the applicant or recipient.

Prohibits DES from discontinuing assistance on finding a discrepancy or change in
circumstances until the applicant or recipient has been given notice and the opportunity to
respond as required above.

Requires DES to adopt rules necessary to implement these requirements.
Fraud, Misrepresentation or | nadequate Documentation

Requires DES to do the following after reviewing changes or discrepancies that may affect

program eligibility:

a) refer suspected fraud cases to the Attorney General (AG) for investigation and possible
criminal prosecution, recovery of improper payments and collection of civil penalties;

b) refer suspected identity fraud cases to the AG from criminal prosecution; and

c) refer suspected fraud, misrepresentation or inadequate documentation cases to
appropriate agencies, divisions or departments for review of eligibility discrepancies in
other state public programs, including cases in which an individual is determined to be no
longer eligible for the original program.

Requires the state, in cases in which DES substantiates fraud, to:
a) review all legal options to remove recipients from other public programs; and
b) garnish wages or state income tax refunds until the state recovers an amount equal to the
amount of benefits fraudulently received.
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Miscellaneous

31. Requires DES, by July 1, 2016, and each year thereafter, to provide a written report to the
President of the Senate, the Speaker of the House of Representatives, the Governor and
Secretary of State.

32. Requires the report to detail the effectiveness and general findings of the dligibility

verification system, including:

a) the number of casesreviewed,

b) the number of case closures;

c) the number of referrals from criminal prosecution, recovery of improper payment and
collection of civil penalties; and

d) the outcomes of any cases referred to the AG and savings that have resulted from the
system.

33. Defines terms.
34. Becomes effective on January 1, 2017.
Prepared by Senate Research

February 16, 2015
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