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REPORT TO THE CONGRESS

BY THE COMPTROLLER GENERAL
OF THE UNITED STATES

Controls Over Vocational
Rehabilitation Training Services
Need Improvement

Rehabilitation Services Administration
Department of Health, Education, and Welfare

Although many baneficial training services to
help the handicapped obtain employment
have bean provided under the vocational re-
habilitation program, a lack of adequate con-
trols over tne expenditure of funds has re-
sulted iri questionable program expenditiiies
and instances where clients do not fuiiy bene-
fit frorn the training.

The Department of Health, Education, and
Welfare needs to be sure that the States (1)
devote more time to reviewing training ser-
vices and [2) establish better fiscal control
over payments to providers of services.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. D.C. 20848

B-164031(1)

To the President of the Senate and tlLe
Speaker of the House of Representativesg

The vocational rehabilitation program administered by
the Rehabilitation Services Administration of the Office
of Human Development, D:2partment of Health, Education, and
Welfare, is intended to prepare handicapped persons for
gainful employment. In fiscal year 1975, training services
accounted for about 40 percent of the funds spent for re-
habilitation program services provided to handicapped in-
dividuals. These services include training at colleges
and universities, business and vocational schools, elemen-
tary and high schonls, and on-the-job training facilities,
We are 1eporting on improvements needeél in controls over
vocational rehabilitation training services.

Our review wac made because of the increasing congres-
sional and public concern over abuses in providing rehabili-
tation program services to handicapped individuals and the
large expenditures of program funds for providing such serv-
ices. We made our review pursuant to the Budget and Account-
ing Act, 1921 (31 U.S.C. 53), and the Accounting and Audit-
ing Act of 1950 (31 U.5.C. 67).

We are sending copies of this report to the Director,
Officc of Management and Budget and to the Secretary of
Health, Education, and Welfare,

L., [ Al

Comptroller General
of the United States



COMPTROLLER GENERAL'S CONTROLS OVER VOCAT1ONAL
REPORT TO TEE CONGRESS REBABILITATION TRAINING
SZRVICES NEED IMPROVEMENT
Rehabilitation fervices
Administration
Department of Health, Educa-
tion, and Welfare

Although many beneficial services have
been provided to handicapped persons by
the Rehabilitation Services Adminis-
tration, this ‘aency--a unit of the
Department of Health, Education, and
Welfare (HEW)--and the States need tc
improve their fiscal ‘and operational
management of training services.

The program provides various services to
handicapped perscns to prepare them for
employment. Training is an essential
service given on the job, in e c¢mentary
and secondary schools, universities and
colleges, and business and vocational
schools. Training and other sezvices are
also provided at rehabilitation facilities
and sheltered workshops.

Because ¢f weaknesses in controls c¢ver
training services, some prograan expendi-
tures are questionable, Rehabilitation
counselors' activities need to be watched
more closely. For example:

--Counselors did not pay sufficient atten-
tion to cliernt attendance et training
facilities. (See p. 16.)

~=-Counselors allowed clients and others
to arrange training without counselor
guidance or participation. (See pp.
9 and 11.)
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.——Counselors authoriz:d payments for:

l. Training alreudy financed by other
Federal and State programs. (See
pPp. 11 and 12.)

2, Training not provided or training
for jobs already held by clients,
(See pp. 10, 11, and 12-13.)

3. Training for clients who might not
have met eligibility criteria.
(See p. 17.)

4. Training at excessive costvs. (See
pP. 13.)

5. Tools and equipment at inflisted
prices and tools and equipment not
purchased for clients. (See pp. 10
and 13.)

Federal regulations do not require the
States to consider the financial need of

a candidate for program services. State
rehabilitation agencies should examine
more closely those cases which require
payment of college and business and voca-
tional school costs only. Closer examina-
tions might provide a basis for better use
of resources and reduce the total universe
of need which the program should attempt
to serve.

The Rehabilitation Act of 1973 directed
that no training services in institutions
of higher education be paid with funds for
rehabilication unless maximum efforts were
made to secur similar benefits from other
programs to pay for such training. (Simi-
lar benefits is the term applied to assist-
ance that is available to handicapped per-
sons from programs other than vocational
rehabil.tation.) Federal regulations im-
Plementing the 1973 act di” not specifi-
callv require that potential sourczs of
similar benefits be explored before auth-
crizing training services in business and
vocational schools. The Secretary of HEW
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Tear Sheet

stated that the vocational rehabilitation
regulations pertzininc to consideration of
similar benefits will be amended to include
post-secondary business and vocational schools
in the definition of "institutions of higher
education.”

In 264 case files of clients being reha-
bilitated who were attendiny colleges

and universities or business and voca-
tional schools, about $140,000 might have
been used to serve other handicapped per-
sons if the rehabilitation program had
fully considered similar benefits received
by the clients. (See ch. 3.)

Because payments to rehabilitation facili-
ties were poorly monitored:

--Fees paid to facilities exceeded the cost
of services provided. (See p. 42.)

—-Payments were made for services not pro-
vided. (See p. 44.)

~--Payments were made for services which were
already financed by other State and Federal
agencies. (See p. 42.)

-~-Federal funds were used as matching shares
to obtain other Federal grants. (See p. 47.)

--Unauthorized purchases of equipment were
made. (See p. 47.)

The Secretary of HEW should direct the Com-
missioner of the Rehabilitation Services
Administration to

--require periodic visits to providers of
training and clients to review client
progress;

--provide policy guidance to the States to
assist them in deciding (1) which costs
associated with client education should be
paid by the State agency, (2) how States
car better identify other benefits re-
ceived by clients, and (3) how similar ben-
efits received by clients can be used to
reduce program costs as much as possible;
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--28tablish, with thz Of<ice of Education, a
method of exchanging information on Office

of Education student financial aid for
ents of State rehabilitation agencies;

--arrange for more indepth financial re-
views of grants awarded to rehabilita-
tional facilities especially when such
facilities are also receiving (1) fees
for services provided to the clients
and (2) other funds: '

--require States to maintair information
on approved training providers in the
State;

--require States to divide the auties of
arranging, paying, and accounting for
training services among the counselors.

HEW generally agreed with GAO's recommen-
dations and had taken or planned to take
ateps to implement them. However, HEW

cli-

expressed concern that GAO's recommendation

on dividing the duties of counselors goes
beyond the scope and authority of the Re-
habilitation Services Administration, but
that HEW, in conjunction with the States,
plans to study the functional responsibi-
lities of the rehabilitation counselor.
(See app. I.)
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CHAPTER 1

INTRODUCTION

The vocational rehabilitation program was established in
1920 to prepare handicapped persons for gainful employment.

Initielly, the program emphasized services to the physically

handicapped, however, eligibility has been broadened to in-
clude persons with other handicaps.

The Rehabilitation Services Administration (RSA), Depart-
ment of Health, Education, and Welfare (HEW) aéministers the
vocational rehabilitation program at the Federal level. Each
State must designate an agency to administer the program or
to supervise the administration ¢f the program through local
agencies or district offices within the State. The State
agency and local agencies or district offices are responsible
for providing or arianging for all services and assistance to
the handicapped under the State vocational rehazbilitation
program.

RSA has identified target groups the States should em-
phasize in providing vocational rehabilitation services. In
fiscal year 1972, States were encouraged tn serve public
assistance recipients, persons living in areas covered by the
Model Cities program, and public offenders eligible for voca-
tional rehabilitation services. Fowever, the Rehabilitation
Act of 1973, as amended (29 U.5.C. 701), directed that persons
with the most severe handicaps be served first.

Before services can be provided, the following criteria
must be met:

--The person must be physically or mentally disabled.

—-The disability must impose a substantial hundicap
to erployment.

—--Vocationa. rehabilitation services must be reasonably
expected to make the person fit for gainful employment.

REA (1) provides leadershio to the States in planning,
developing, and coordinating tie. ¢t overall programs and (2)
evaluates program performance. Each fiscal year, States
must submit for aepproval a vocational rehabilitation services
plan.



.Federal program funds for vocational rehebilitation serv-
ices are apportioned among the States on the basis of popula-
tion and per capita income. For most aspects of the program,
the Government pays 80 percent of the costs incurred by the
States in rehabilitating handicarped persons; States are re-
quired to provide the remaining share. Federal and State
expenditures for services, such as training and physical and
mantal rehabilitation, amounted to $468 million of the
$869 million spent on the program in fiscal year 1975. The
rest of the funds were used for program activities such as
administration, establishment of rehabilitation facilities,
and arranging job placement agreements.

The vocational rehabilitation program provides for:

--Evaluation, including diagnostic and related services.

--Counseling.

--Physical restoration.

--Training, including personal and vocational adjust-
ment; subsistence; books and training materia.s; and
transportation.

--Job placement.

--Tools, equipment, initial stocks and supplies, and
occupational licenses.

--Management services provided by the State agency and
acquisition of vending stands for small business
enterprises operated by the severely handicapped under
the supervision of the State agency.

--Interpreter services for the deaf.

--Services to a handicapped individual's family when such
services will contribute greatly to the individual's
rehabilitation.

--Other goods and services necessary to make a handi-
capped individual fit for gainful employment.

TRAINING SERVICES

Vocational training is one of the essential services
provided to the handicapped. 1In fiscal year 1975, vocational
training services at colleges and universities, business and



vocational schools, elementary and high schoole, arnd
on-the-job training facilities accounted for about 40 percent
of the funds spent on services to handicapped individuals.
Also, personal and vocational adjustment services are provided
to reduce barriers to employment. The following table shows
the total fiscal year 1975 Federal and State expenditures for
vocational training.

Type of training Amount Percent
(millions®

College or university $ 51.9 28
Vocational school 44.4 24
Business school 10.3 5
Elementary or high school 7.6 4
On-the-job 7.2 4
Personal and vocational adjustment 54.4 29
Miscellaneous 11.6 6

Total $187.4 100

SCOPE OF REVIEW

We reviewed the provisions of the applicable legislation,
RSA policies and procedures, and selected client case files in
California, Xentucky, New Jersey, New York, and Ohio. We made
our review at HEW headquarters in Washington, D.C.; HEW re-
gional offices in New York (region I1I), Atlanta (region 1IV),
Chicago (region V), and San Francisco (region IX); and State
vocational rehabilitation agencies in the five States.

We also visited selected rehabilitation facilities,
colleges and universities, and business and vocational
schools in the five States and on-the-job training providers
in California, Kentucky, New Jersey, and Ohio. These States
accounted for about $46 million, about 25 percent, of all
training services expenditures in fiscal Year 1975. Appen-
dix II shows, by State, training costs and the types and
number of training providers that we visited.

We discussed program activities with vocational rehabili-
tation clients and facilities' personnel and with supervisors
and counselors at local and district rehabilitation offices
.in each State. We a!=» discussed our findings with State
and Federal officials. b&tate agency officials have, in many
instances, taker action based on problems discussed in this
report, such as recovery of funds and equipment, canceling of
payment authorizations, and dismissal of an employee.
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CHAPTER 2
ADMINISTRATION OF AND CONTROLS OVER

TRAINING SERVICES NEED STRENGTHENING

Many handicapped perscns have received needed services
through tne vocational rehabilitation program. Havever, in
most States reviewed, program administrators, including
vocational rehabilitation counselors, needed to give nore
attention to the fiical mianagement of training services.
Rehabilitation agencies in three of the five States reviewed
did not have internal review sections, and the two States
where internal reviews were made needed to increase the
scope of their reviews to improve their evaluation of the
training services provided to rehabilitation clients.

The lack of adequate controls over funds for rehabili-
tation resulted in (1) questionable program expenditures for
training services, (2) instances where clients did not fully
benefit frem the training, and (3) instances which appear
to be "rip-offs." Also, Federal regulations do not require
the States to consider financial need when distributing
funds for program services.

ADMINISTRATION OF TRAINING SERVICES

The rehkabilitation counselor is responsible for
administering day-to-day operations of the training program
including:

=-contacting potential clients,

-—establishing client eligibility,

-—-assisting clients in developing rehabilitation goals,

--planning services to be provided,

~=contracting with service providers,

--monitoring services,

--approving payments for services rendered,

-~determining when rehabilitation goals have been met,
and '

=-processing clients out of the program.



Most State rehabilitaticn agencies have counselor
surervisc.s who ar.: responsible for (1) reviewing counselor
activities and assisting counselors in their casework man-
agement, (2) selecting providers of training services, and
(3) arranging for needed counselor training. Generally,
supervision and review of counselor activities needed
strengthening. Several deficiencies were directly related
to the counselors' failure to properly carry out their
required functions, for example:

--Once a counselor established a client's service
plans, he or she did not visit providers of training
services to determine whether the client's needs
could be met or to assess the client's attendance and
progress during training.

--Counselors were allowing clients and others to
arrange training without counselor guidance or parti-
cipation.

-—-Counselors were authorizing questionable payments.

NEED FOR MORE REVIEWS
OF TRAINING SERVICES

The Rehabilitation Services Administration is responsi-
ble for monitoring the administration of each State's reha-
bilitation program. RSA regicnal offices, under the guidance
of RSA headquarters, periodicrlly perform general reviews of
the administration of training services provided to the
handicapped. The overall scope and depth of the reviews vary
with each region. RSA does not require regional offices to
periodically review providers of training services to deter-
mine how well the providers are meeting program goals.

Rehabilitation agencies in Kentucky and New Jersey had
no internal review section which periodically evaluated
training services provided to vocational rehabilitation
clients. After our fieldwork began, the Director, Division
of Vocational Rehabilitation Services, Department of Labor
and Indus.:y, wrote a letter to the Commissioner of the New
Jersey Department of Labor and Industry, dated January 26,
1976, which stated that:

"Approximately one year ago, we recognized the

need for an audit function, but we do not have the
personnel or audit resource capability to achieve
this objective. Two requests for auditor positions



had been submitted to the Division ¢f Administra-
tion, but neither have been favorably acted upon,
Indications are that auditing staff will now be
made available."

The Assistant Superintendent of the Bureau of Rehabilita-
tion Services, Kentucky Department of Education stated that
the Department of Education has an internal review process
that primarily reviews the Bureau's bills. He acknowledged
that the review process had not included specific evalua-
tions of vendor training services. An official in the
Kentucky State rehabilitation agency said the agency plans
to hire an accountant-auditor soon.

In New York, the State Comptroller's office oversees
vocational rehabilitation agency activities. The Comp-
troller's office made a review in 1973 which concentrated on
compliance with procedures, case management practices, and
payroll accuracy. The audit did not study training services
paid for by the State, but the assistant commissioner of the
rehabilitation agency said the Comptroller's office was
interested in reviewing that aspect of the program. A spe-
cial New York grand jury investigated irregularities and
improprieties involving the State rehabilitation agency,
various providers of training services, and rehabilitation
clients in Niagara County and recommended in its report that
an independent inspection unit be formed within the State
agency to review counselor activities. According to the
grand jury report, such a unit was necessary because the
State agency apparently could not provide adequate measures
for policing its employees.

In California, several units review the rehabilitation
progrum. Two rehabilitation agency internal groups and
three review groups conduct reviews of many State programs.
These groups have concentrated their reviews on overpayments
or underpayments of grants and administrative requirements
and internal control procedures. However, there was still a
need for (1) greater assurance that payment of vocational
rehabilitation funds did not duplicate payment of Federal
and State funds and (2) consideration by counselors of which
other benefits are received by clients being rehabilitated.
This would reduce rehabilitat’on program participation in
these cases.

The Ohio State rehabilitation agency has an internal
audit group, but it does not review training services. The
agency also has a program and administrative review group
whi~h (1) periodically evaluates the efficiency and effec-



tiveness of rehabilitation program services and (2) assists
" field supervisors in improving administrative practices.
After our fieldwork was completed, the program an¢ adminis-
trative review group developed plans to review the adminis-
tration of on-the-job training in Ohio.

PROBLEMS IN CCNTROLS OVER
THE N OF T

Counselors authorize vocational rehabilitation training
services provided by

--private establishments such as garages and auto-body
shops in an on-the-job setting;

--yocational schools, such as thoso specializing in
electronics and cosmetology:

--business schocls; and
--colleges and universities.

We noted problems with the controls over each of these
types of training. Many of the same problems were found
during recent HEW Internal Audit Agency reviews 1in Virginia,
Washington, Illinois, and West Virginia and by a special
grand jury investigating irregularities and improprieties in
the New York rehabilitation program.

On-the-job training

Properly planned and monitored cn-the-job training can
be a valuable service to handicapped individuals because it
often leads to permanent smployment at the place of train-
ing. On-the-job training used about $7 million in fiscal
year 1975 Federal and State funds. We visited 46 establish-
ments providing on-the-job training in California, Kentucky,
New Jersey, and Ohio. At the time of our visits, the New
York rehabilitation agency was unable to identify those
clients currently receiving on~the-job training, which
accounted for less than 1 percent of the total rehabilita-
tion expendituree in the State. The New York State agency
was able to provide us with a list of all clients who had
received on-the-job training, including the names of ven-
dors. However, the list was outdated. Therefore, we did
not visit any on-the-jub training providers in New York.



Lack of counselor participation in

arranging for and moniEoring_Erainigg

Rehabilitation counselors did not always actively
participate in training arrangements for clients, and at
times they did not agree with the appropriateness of train-
ing programs arranged for clients by others. As a result,
(1) providers of training did not follow agreed-upon train-
ing for clients veing rehabilitated, (2) a rehabilitation
agency paid for training that should have been paid for by

another agency, or (3) rehabilitation agency payments
duplicated payments of other agencies.

Such arrangements might arise from situations like the
one discussed by an Ohio rehabilitation counselor in an
interview with State auditors after our fieldwork. The

counselor made the following statements:

"* * * the Rehabilitation Supervisor * * * con-
tacted me to inform me that the * * * office was
not spending er.ough money and requested that I
contact * * * (a5 potential provider) to see if we
could not develop some sort of on-the-job training
program that would lead to a good number of clo-
sures as well as spending the money. There was
much emphasis on the need to spend the money in
order that future fiscal year budgets could be
justified."

This counselor set up a training program for which the
State rehabilitation agency paid about $6,200 to the owner
of an auto-body shop to train six vocational rehabilitation
clients. The agency also paid $1,200 for tools and uniforms
for the clients. The owner agreed to train the clients in
auto restoraticn and to pay the clients the minimum wage of
$1.60 per hour. Nevertheless, because the counselor did not
take an active part in assessing the progress of the
training:

~-=Th2 owner did not prepare the clients for work in
auto restoration but relegated them to menial tasks,

—-The owner did not pay the clients regularly, nor did
he pay the minimum wage as agreed. One client worhed
<5 hours a week for 3 months and received a total of
about $25., Another client worked the same schedule
for a 4-month period and received about $112,



--Clients did not remain in this program longer than
4 months, but the owner billed the State agency and
received payments for about 6 months.

-=-The State paid $200 per client for tools and uniforms
which none of the four clients that we contacted
received.

In another case the proprietor of an Ohio foster home
for handicapped children, alcoholics, and parolees proposed
a training program for residents of the Lhome. This program
was to provide 6 weeks of housecleaning training to female
residents of the home and 6 weeks of lawn care training to
male residents. The rehabilitation counselor responsible
for the clients under this proposal disapproved of this
situation, but because of pressure from the supervisor, 6
weeks of training was approved for 10 residents at a cost
of $25 each per week. The program also paid for $200 worth
of lawn care tools for five residents.

In another Ohio case, a work-study coordinator for a
county school system placed students in on-the-job training.
The rehabilitatior counselor said that the coordinator
assured the training providers that the vocational rehabili-
tation agency would pay for the students' training. About
$100 per student per month was paid to the employers for the
many students enrolled in the program. The counsel.r super-
visor whe approved the pavments was aware that all the
students had been employed in the same job several months
before they were enrolled in the rehabilitation program. In
addition to the vocat.onal rehabilitation payments, the .
work-study coordinator used training funds from the National
Association of Retarded Citizens, under a program funded by the
Department of Labor, for these students. In at least one
case, both programs paid the provider for the same service
during the same training period. After our fieldwork, an
investigation of this counselor supervisor's activities
resulted in his being fired. The Administrator of the Ohio
Rehabilitation Services Commission stated that the State
agency has taken steps to rectify this situation.

At five establishments in one Kentucky county, all of
the vocational rehabilitation clients trained were high
school work-study program stidents. The high school work-
study coordinator placed the students with the service pro-
viders, and the vocational rehabilitation program paid the
providers training fees of about $12,000 during fiscal
year 1975.



The jobs held by the students required minimal skills.
Students were working as gas station attendants, scBool
cafeteria help, seasonal farmworkers, and counter help and
cooks at fast-food restaurants. Students told us that the
rehabilitation counselor had little or no contact with them,
and some said that they were not even aware that they werz
in the rehabilitation program. We believe that vocational
rehabilitation participation in this instance was inappro-
priate. The work-study program is the responsibility of
the school system and should have been funded with educa-
tional revenues. The Assistant Superintendent of the
Kentucky Bureau of Rehabilitation Services stated in an
October 21, 1976, letter to us that the Bureau had reviewed
and assessed the involvement of the State agency with the
high school special education program in the county and had,
as a result, terminated its work-study program contract.

The Assistant Superintenden’. stated that in other coop-
erative programs with high school special education prigram:
in Kentucky, the State agency is acting to assure that all
legal and traditional functions of a school system remain
the school's responsibility, and that the rehabilitation pro-
gram will complement but not duplicate services or payments
for instances where a school work-study program is eligible
for financial participation from another source.

In California, one employer wes authorized vocational
rehabilitaticn payments to train clients whe were also clients:
of another Federal program. From Jure to November 1975, the
employer trained 21 rehabilitation clients in electrconics for
about 3 months at a cost of $700 per student. At the same time,
the employer also received a $60,000 Department of Labor Com-—
prehensive Employment and Training &Act (29 U.S.C. 801) grant
to provide 1,000 hours of on-the-job training to 20 Comp:ehen-
sive Employment and Training Act clients, Fifteen tvrainees
were clients of both agencies. The employer billed the rce-
habilitation agency for on-the-job training provided to the
clients and would have received dual payments if we had not
advised the rehabilitation agency of this situation. The
Director of the California State rehabilitation agency
stated that internal auditors had followed up on informaticn
provided cn this employer and that the auditors had made
corrections and plans for the recovery of improperly author-
ized funds. The audit report recommended that authorizations
of $11,288 be voided and overpayments of $700 be refunded
for clients covered by the Training Act grant.

Because of a lack of coordination among agencies, such
duplicate payments would likely go undetected. According to a
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California district office official, his ccunselors had acci-
dentally discovered two other similar cases where training
fees for clients were being paid by other agencies and addi-
tional rehabilitation payments were stopped. He told us that
the district office has no controls to enable identification
of such dual payments cases.

Training of clients in jobs
already held for long periods

Payments to providers of training were authorized by the
vocational rehabilitation agency for training clients who at
the time of their acceptance into the rehabilitation program
had already held jobs for long pericds. For example, at four
establishments in Kentucky:

-=-About $1,290 was paid for training a student for
33 weeks to be a counter helper at a restaurant.
The student had already worked at this position for
10 months.

~=About $2,100 was paid for 2 years of on-the-job
training for a student to be a school custodian.
The student had already worked as a custodian at the
school for 6 moaths. Later, the State agency
paid about $2,574 for 33 weeks of on-the-job training
for the same student at a soft drink bottling company.
The employer told us that the student applied for and
got this job on his own and that the company did not
require payments for training the student.

--About $400 was paid for 8 months of on-the-job
training for a student to wurk in a school cafeteria
where the student had already worked for 2 years.

Excessive costs of treining,
equipment, and tools

In Kentucky and Ohio, counselors authorized payments for
on-the-job training of $11,600 when the clients could have
been placed directly in jobs that did not require training
or when training would have been given at no cost to the
vocatioral rehabilitaticn prcgram. The rehabilitation program
was also making excessive payments for clients' tools and
equipment.

--The owner of a janitorial service in Kentucky said he

would have hired and trained clients without a fee,
Originally, he approached the rehabilitation agency

11
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as a source of dependable employees, and he did not
plan to be paid for training he provided. However,
he did not refuse payment offered by the rehabilita-
tion agency. 1In fiscal year 1975, the State paid
$6,700 to this janitorial service.

~--The owner of an automobile dealership in Xentucky
trained three clients. e was seeking permanent em-
ployees &nd would have trained the clients without a
fee. Nevertheless, the State paid this dealership
$2,900 in on-the~job training rees in fiscal year 1975.

--A personnel department official ir. Ohio said that re-
habilitation clients would work '* the secretarial
staff. According to the depart:- official, the
rehabilitation agency did not have to pay for the
training since it was benefiting the city. When the
training was arranged, the counselor set up the train-
ing fees. The rehabilitation agency paid the city
about $2,000 in training fees for two clients,

The Assistant Superintendent of the Kentucky Bureau of
Rehabilitation Services expressed concern that business.en
said they would have provided rehabilitation clients with
training and jobs at no cost to the S:ate agency. He said
that based on his understanding of the State agency's rela-
tionship with businessmen and his experiences with the place-
ment of disabled people, employers will not readily accept
disabled clients for training and employment when able-bodied
individuals are available. He also said that this training
service gives these individuals an opportunity for training
and gainful employment they would not havc otherwise had.

While we recognize that the Assistant Superintendent's
statement may be true for persons with severe handicaps, we
believe that it does not reflect the situations, as discussed
above, of persons who are generally not severely-disabled and
who are able-bodied individuals capable of gainful employment,

A company in Kentucky which repairs automobile starters,
generators, and alternators does not hire employees from the
general labor market. The manager said that all persons
applying for work are ref~rred to the vocational rehabilitation
program for sponsorship iu on-the-job training. The manager
said that he deals only with two counselors in the program
because they know what kind of client the company can use.

The company was paid for such things as (1) training clients
in jobs already held by the clients, (2) training at excessive
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cost, and (3) tools at inflated prices. If the activities of
these counselors had been more closely monitored, the follow-
ing might have been avoided:

--The company purchased many clients' tools at $80 a set
from a major department store and sold them to the vo-
cational rehabilitation program at a 20-percent markup.
State officials said these purchases should have been
made directly from the department store. They could
not explain why the counselor purchased tools through
the company.

--The company provided unnecessary training at the ex-
pense of the vocational rehabilitation program. Of the
10 former clients employed by this company, ¢ had pre-
vious training in the field. For example, one client
received 10 weeks of on-the-job training from another
company in repairing and restoring generators, alterna-
tors, and starters, and then before being hired by this
company, was trained an additional 10 weeks by them.

--The company provided extended training to four employ-
ees. This training was in violation of the State
vocational rehabilitation manuz’ because no justifica-
tion for the training was shown in the case files.

One former client, already experienced in generator
repair, was given a 6-week extension of training be-
cause the company had no opening at the end of the
initial 10-week training period.

--Case files showed that funds for rehabilitation had
been used to purchase pieces of permanent equipment for
the clients. Some of this equipment was engraved with
the company's name. The manager explained that this
equipment was purchased for the company, but it was
purchased in clients' names because the counselor said
it had to be done that way.

--Kentucky's program guidclines required that on-the-job
training fees be equal to the minimum wage to cover
trainees' salaries. This was the practice in all
Kentucky on-the-job training agreements we reviewed
except one where the provider was paid an additional
"fee" for providing the training. The counselor said
that the fee was for breazkage and was included in the
agreement at the company's request. The company man-
ager said additional compensation for damzge was not
required and that this lucrative arrangement was
proposed to him by the counselor and he accepted with-
out negotiation.

13



The Assistant Superintendent of the Kentucky Bureau of
Rehabilitation Services stated that this company no longer
provides training services to Kentucky rehabilitation clients,
and that the permanent equipment purchased with rehabilitation
funds was removed from the business' premises and is currently
held by the State agency for use of other clients. He also
pointed out that 10 disabled individuals trained at this busi-
ness at the expense of the rehabilitation program are stili
employed.

In discussing the instances when clients had previous
training in this type work and were given extended training
with no apparent justification, he pointed out that training
at this shop was not only for skills acquisition but for some
the training was of the nature of work adjustment. This train-
ing requires considerable supervision as the disabilities
included not only physically handicapped clients but also
alconolics and drug abusers. Due to a lack of documentation
in case files, we were unable to verify the need for work
adjustment training for the cases identified in our report.

Business and vocaticnal school training

Many of the business and vocational schools we visi -ed
had accredited training programs, and problems identified in
these schools can be attributed to counselors not adequately
monitoring client attendance. In some instances in Kentucky,
New Jersey, and Ohio, counselors were unaware wher ciients
dropped out of training or missed extended periods of train-
ing. In other instances, counselors learned of client
absenteeism but did nothing about it. The rehabilitation
agency was, therefore, paying for service not provided or
paying for extended training because of client absences
during initial training. For example:

--A New Jersey client who was a public offender and drug
addict started automotive training on May 27. 1975. and
dropped out September 5, 1975, His tuition, transpor-
tation, and maintenance of about $840 were paid through
November 17, 1975. On October 21, 1975, more than
6 weeks after the client discontinued training, the
counselor authorized tuition, transportation, and
maintenance of $A40 to January 1976.

--A client in Ohio whose handicap was described as homo-
sexuality was enrolled in an ll-month cosmetology
course costing about $1,000. Due to vnoor attendance.
the client completed only half the required training
in a l4-month period. The rehabilitation agency paid
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the full tuition for the course and also paid the
client continuous transportation and subsistence at a
cost of $720 despite the miessed months of training.

Proprietors of two Kentucky cosmetology schools said that
absenteeism was a serious problem with clients being rehabili-
cated. 1In fiscal year 1975 tne rehabilitation agency paid
these proprietors about $7.,400. According to the Assistant
Superintendent of the Kentucky Bureau »f Rehabilitation Serv-
ices, both proprietors negotiated new contracts with the State
rehabilitation agency requiring payment by the hour for train-
ing completed. Ee added that stipulations have been made in
current contracts which are designed to reduce absenteeism. A
secretarial school official in Ohio stated that often rehabili-~
tation clients attend training only on Mondays to pick up their
maintenance and transportation checks.

Wy > T — W s s v T e - e s

In fiscal year 1975. the vocational rehabilitation program
spent about $52 million nationwide for 126,000 vocational
rehabilitation clients attending colleges or universities.
Training at colleges is second to personal and vocational
adjustment services as the most costly category of training
in the vocational rehabilitation program. Often, individuale
needing the college program the most do not receive this level
of training ard, in some cases, clients receive assistance
for college training when they might not have met program eli-
gibility criteria. Also, the vocational rehabilitation pro-
gram is not making maximum use of similar educational benefits
as required by the Rehabilitation Act of 1973, as amended.

The term "similar benefits" refers to assistance available to
handicapped persons from programs othker than vocational rena-
bilitation. (See ch. 3.)

Program eligibility criteria
not_being_followed

Our review concentrated on vocational rehabilitation
training program administrutive controls. However, our
limited review of clients' case folders in Kentucky and New
Jersey showed that some clients receiving vocational
rehabilitation-sponsored college training might not have met
tl.e rehabilitation program eligibility criteria that a
client's disability must pose a substantial handicap to em-
ployment. For example:

--A client applied to the New Jersey agency for college
sponsorship. Her disability was described as after-
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effects of a spinal fusion. An orthopedic examination
showed that the fusion was solid and was not expected
to cause her problems. The client was studying to be
a dance therapist and was taking courses in ballet and
modern dance. The agency authorized $1.664 for two
semesters of college and $160 for transportation
expenses.

--A Kentucky client attending college had a disability
described as an adjustment reaction to adult life.
The client's IQ was 130, he held a bachelor's degree
in chemistry, and he had worked as a chemist for sev-
eral months. The psychological report stated that
the client's problem apparently stemmed from job dis-
satisfaction. The vocational rehabilitation agency
paid about $1,000 for nurses training for the 1975-7.
school year.

--A client with a disability described as a behavorial
disorder, attended college in Kentucky at a cost to
the vocational rehabilitation program of about $900
for the 1975-76 school year. The medical report stated
that the client was in good health and that her activi-
ties were not restricted. The client was a qualified
cosmetologist and had experience as a secretary. but
documentation in the case file indicated that she was
not satisfied with either of these vocations.

--Another Kentucky client attending college had disabili-
ties described as bronchial asthma and multiple al-
lergies. The vocational rehabilitation agency author-
ized $825 for the 1975-76 school year. A medical re-
port stated that the client's only restriction wvas
"no smoking."

--A 19-year old client described as blind in one eye was
attending college on an athletic scholarsinip and was
majoring in physical education. He was referred to the
New Jersey agency by his wrestling coach for room and
board assistance. The medical report stated that the
client's disability did not impair his ability to work.
The State agency authorized room and board of $40
per week for 16 weeks during the spring 1976 senester.

The Assistant Superintendent of the Kentucky Bureau of

Rehabilitation Services noted that determination of eligi-
bility for services is a judgmental matter based upon medical
data and counselor assessment of the handicap and that the
medical conditions listed as established may be the basis

for eligibility by Federal disability codes.
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Federal regulations do not require the States to consider
the financial need of an individual being considered for
program services. 1In an April 1973 report, 1/ we recomm::nded
that HEW encourage the States to clogely examine those cases
which require only payment of college tuition. Such an
examination might identify the person who could afford to pay
all or part of the tuition and might provide a basis for bet-
ter use of resources and reduce the total universe of need
which the program should attempt to serve.

HEW agreed with our 1973 recommendation, and most State
vocational rehabilitation agencies do consider financial need
when provi.ing funds for various services under their programs.
However, three of the five States reviewed continued to pay
college tuition regardless of financial need.

The New Jersey State agency manual requires that payments
for college tuition be based on economic need. The rchabili-
tation agency. however, did not always verify a client's fi-
nancial status before paying for college-training. 1In 10 of
34 case files for clients attending out-of-State colleges, we
found guestionable and conflicting client financial resource
information which was not resolved. For instance. client fi-
nancial information reported in applications for a Federal
education grant differed from financial information reported
to the vocational rehabilitation program. Many of these stu-
dents might have been able to pay all or part of their college
tuition without rehabilitation agency assistance, for example:

~-A 19-year-old diabetic completed 1 year of college and
applied %o the vocational rehabilitation program for'
sponsorsaip for the remainder of her education. The
client was an only child and she reported that her
parents had earnings of $19,000 per year. She had
worked as a secretary and was working as a waitress at
the time of her referral. A medical report indicated
that the client's disability had been controlled and
did not limit her ability to go to school or work.
Therefore, we question whether this client met the pro-
gram eligibility criteria. However. the State agency
approved payments of $1.400 for the school year 1975-76.

1/"Effectiveness of Vocational Rehabilitation in Helping the
Handicapped, " B-164031(3), Apr. 3. 1973,
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.==A 3l-year-old woman whose disability was described as
inadequacy and low self-esteem was sponsored in a
22-month court reporter's course at a cost of $1.,984
for the first 8 months, At the time qof referral the
client's husband was working towards his master's
degree while earning $17,000 per year as a Government
employee. The client was receiving unemployment pay-
ments as a result of being laid off after 12 years
employment in a factory. Previously, the client had
worked as a salesperson and as a clerk-typist. The
psychologist's report concluded that the client needed
a job with more status than a factory job.

The New Jersey vocational rehabilitation manual does not
provide for sponsoring college training simply because
clients want to attend college. We reviewad 34 New Jersey
client case files and found that 14 clients were already
enrolled or attending college at the time they applied for
rehabilitation sponsorship. This indicates that the decision
to attend college and possibly the client's vocational objec~-
tive were reached without participation by rehabilitation
counselors or officials. Under such circumstances, the voca-
tional rehabilitation program becomes merely a bill-paying
agency. For example:

--The 22-year-0ld son of a medical doctor applied for
vocational rehabilitation sponsorship near the end of
his sophomore year in college. The client's father
prepared the medical report which listed his disability
as a partial loss of hearing. While attending college,
the client was earning $150 per month at a part-time
job. The medical report concluded that college train-
ing was needed to increase the client's job opportuni-
ties. The client was authorized $700 per semester for
school year 1975-76 to continue his education.

Many vocational rehabilitation clients receive assistance
from other Federal programs. The Basic Educational Opportun-
ity Grant program provides financial aid--a basic grant--to
students attending postsecondary educational institutions.
(See p. 29.) The Kentucky rehabilitation agency does
not analyze financial need before paying for college tuition
but does limit the amount provided for tuition--it is cur-
rently $680 per year. The Kentucky agency was paying for
college training for clients who did not meet the financ.ial
eligibility requirements of another Federal financial aid
program. We identified 26 rehabilitation clients who had
not applied for basic grants and who had all or part of their
tuition at a State university paid by the Kentucky rehabilita-
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tion agency. We asked these clients to appl.y for basic grant
asgsistance. 1In 12 cases, the clients were found to be ineli-
gible because their available resources exceeded established
basic grant income limits; 3 were ineligible urder other
basic grant criteria. Of the other 11 clients. 4 were eli-
gible for basic grant assistance, and 7 either dropped out

of school or had to reapply because their applications con-
tained errors.

CONCLUSIONS

Although vocational rehabilitation training services have
benefited many clients, RSA and State control over the train-
ing services program nceds to be strengthened. RSA has
overall responsibility for monitoring the vocational rehabili-
tation program and accomplishes this through its regional of-
fices which periodically make generalized reviews., The scope
and depth of these reviews vary with each region. RSA does
not require regional officee to periodically review providers
of training services to determine how well they are meeting
the needs of the program. Three o~ the five State agencies
did not have internal review sections and the two States
with internal review sections need to increase the scope of
their reviews. We noted many questionable expenditures for

-~training that was already financed by other Pederal
and State programs,

--training not provided,
--training for jobs already held by clients,

--training for clients who might not have been eligible
for rehabilitation services,

--training at excessive costs, and

--tools and equipment at inflated prices and tools and
equipment not purchased for clients.

We believe that State rehabilitation agencies should
examine more closely those cases requiring payment of college
and business and vocational school costs only. We believe
that if persons able to pay all or part of the tuition were
required to do so, resources would be used more effectively.

The above situations resulted from counselors not visit-

ing providers of training services once the client's gservice
Plans were established. Therefore, the counselors could not
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determine whecher the providers could meet the client's needs
or whether the client actually attended the training. Also,
vocational rehabilitation counselors have been given too much
freedom in arranging, paying, and accounting for training
services. Counselors have allowed clients and other persons
to arrange for training without the guidance of the counselor.

RECOHMMENDATIONS

We recommend that the Secretary of HEW direct the Commis-
sioner of RSA to arrange for periodic reviews of providers of
training services by personnel in all RSA regional offices and
State rehabilitation agencies.

The Secretary should direct the Commissioner of RSA to
insure that State rehabilitation officials fully moritor
training services provided to handicapped persons and estab-
lish better fiscal control over payments to providers of serv-
ices. The Commissioner should assure that State monitoring is
effectively carried out through periodic checks on States'
activities.

The Commissioner should assist the States in:

--Developing information systems o. approved providers of
training services throughoit tue State. Such a system
should include, as a minimnum, data on the type and
quality of training provided, cost of training, ac-
curate information on client advancement, and total
amount paid to providers of services.

--Providing guidance and supervision to counselors in the
selection of training providers, monitoring client
progress and attendance, and carefully examining cases
involving only the payment of bills, such as tuition.

--Establishing internal review sections in the vocational
rehabilitation agencies in States which do not have
them so that they could, among other things, monitor
providers nf training services.

~-Establishing better internal control cver expenditures
by not making the functions of arranging, paying, and
accounting for case service expenditures the respon-
sibilities of a single counselor,

AGENCY COMMENTS

HEW commented on matters discussed in this report in a
December 15, 1976, letter. (See app. I.) The Department con-
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curred in our recommendations and said it had taken or plan-
ned to take the following actions:

--RSA is developing, in conjunction with the State agenc-
ies, better control programs for the fiscal and pro-
gramatic aspects of client training. RSA reglonal of-
fices wi!l be directed to (1) make annual reviews of
the regularity and effectiveness of State agency visits
to providere of training, (2) perform sample reviews
of prov1ders of training to State agencies, and (3)
report their findings and recommendations to the RSA
Commissioner.

--RSA plans to assist the States in developing and main-
taining an information system on training programs
and services used by State agencies. RSA also plans
to give the States guideliies for identifying and
evaluating required training services and supervising
clients in training to insure attendance, progress, and
other considerations necessary for successful rehabili-
tatici1. The need for rehabilitation will be more care-
fully .onitored for those clients whose only vocati: nal
rehabilitation purchased service is tuition.

--In those States where internal review systems do not
exist, RSA plans to provide guidelines for the forma-
tion and operation of such systems (both programatic
and fiscal) to insure the quality and fiscal integrity
of rehabilitation training services. Such systems will
also be responsible for monitoring providers of training
sarvices in those problem areas identified in this
report.

--Although HEW said that the separation of counselors'
functions and responsibilities goes beyond the scope
and authority of RSA with regard to its immediate
implementation, RSA plans, in conjunction with the
States, to study those responsibiiities. RSA is cur-
rently reviewing preliminary data from a study by JWK
International Corporation on the role and function of
the counselor. Based on the outcome of this and other
studies underway and ccnsultation with State personnel,
RSA plans to work closely with State agencies to elimin-
ate problems addressed in this report. Given the
growth of the program, the continuous addition of
case service procedures to counselor functioning, an
expanding caseload of severely disabled persons, and
numerous emerging management/case services responsibil-
ities, RSA feels, as do the State agencies, that the
timing of this review and possible modification of the
rehabilitation counselor's function are most appropriate.
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STATE COMMENTS

Each of the five States was given an opportunity to com-
ment or our findings and conclusions; their comments and
or: evaluations, where appropriate, are summarized below.

California

The Director of the Department of Rehabilitation, State
of California-Health and Welfare Agency, expressed concern
that the report does not contain data on the number of cases
in which specific problems were found or ‘the percent of total
State caseload represented. Therefore, it is not possible to
estimate either the cost of correcting the identified problems
or whether the cost and other operational problems which might
be caused would outweigh any potential savings.

While we agree with the Director that based on data in-
cluded in our report it is not possible to estimate the cost
of correcting problems identified, we believe that such costs
will be small in relation to the increases in quality and
fiscal integrity of rehabilitation training services provided
by the program.

The Director pointed out that a pilot system on provi-
ders of training services was developed and tested for
2 years in California. He stated that the system was dis-
continued because it failed to provide us.ful data for
management purposes, due primarily to the large number of
training resougces and few trainees per facility used by
California rehabilitatior counselors.

Kentucky

The Assistant Superintendent of the Bureau of Rehabili-
tation Services acknowledged that supervision of counselor
activities needs strengthening and noted that the Bureau re-
cently redefined counselor supervisor duties to specifically
include a closer on-going review of counselor activities and
case service practices to assure compliance with State and
Federal regulations and policies.

The Assistant Superintendent stated that the separation
of functions performed by counselors could be accomplished
only by adding substantial administrative time and expense
to the rehabilitation process and this could lead to delays
in services to clients. He feels that the desired objectives
can be accomplished by improving supervision and monitoring
of training practices without fragmenting the counselor's
management of service delivery.
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While we agree that improved supervision and monitoring
of training practices would assist in detecting and correcting
problems noted in this report, we believe that the separation
of certain counselor duties would add needed control to the
administration of program training services.

New Jersey

According to the Acting State Director of the Division of
Vocational Rehabilitation Services, Department of Labor and
Industry, several new policies and procedures regarding
authorizing and monitoring training programs had been imple-
mented as a result of issues discussed in our draft report.
He pointed out that policies and procedures for purchasing
training services always existed, but they were presented in
general terms and often did not relate to specific problems
as identified in our review. As a result of establishing an
adequate data processing system, closer supervision and en-
forcement of the existing policies and procedures related to
client services is being provided.

The acting director also repcrted that several additional
corrective actions have been implemented, including ‘

--a monitoring function in each of the 19 State field
offices,

-~a schedule and procedures for on-going case review,
and

--increased emphasis by the HEW regional office in
counseling and advising the State agency on its
obligations for monitoring and evaluating the
rehabilitation program.

Finally, in order to determine if the actions taken are
effective, he stated that the State plans to undertake peri-
odic reviews of the program.

New York

The Associate Commissioner for Vocational Rehabilitation,
The State of New York Education Department, noted that the
grand jury investigation in Niagara County was concerned with
the case of a single counselor who, through collusion with
former clients and employers in the comaunity, accepted "kick-
backe" and set up inappropriate on-the~job training programs.
Although the State agency is implementing a program involving
internal audit tcams, he beiieves there can be no guarantee
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that this sort of activity will end because of the degree of
collusion that was involved.

According to the Associate Commissioner the State agency
is working under a grant to implement a special control system
involving accountants and clerical staff with connection to
management at local, area, and central office levels. He
believes that these changes will be more effective for de-
tailed monitoring than a small squadron of investigators who
go Statewide and report only to the agency's top administrator.

The Associate Commissioner noted that the State agency
has gradually introduced, beginning in 1970, management infor-
mation systens for identification of all types of services
as well as cata on client characteristics, case flow, and
financial control systems on authorizaticns, cancellations,
and expenditures.

The Associate Commissioner stated that the State agency
limits the use of educational trainers at private schools to an
approved list issued by the State Education Department and for
colleges to a requirement of a Regional Accreditation Associa-
tion Charter or charter by the Regents of the State of New York.
He dces not believe that vendor lists for approved on-the-
job training are practical because the majority of vendors
in New York will never have more than one client due to
the nature of their business and their inability to accomo-
date more individuals in training.

Ohio .

The Administrator of the Ohio Rehabilitation Services
Commission scated that the Commission has developed several
new policies to streagthen agency internal control. The two
most current which are applicable to this report are a policy
on the application of educational grant funds and a policy
concerning on-the-job training.

He stated that under the policy on educational grants,
the Commission has devised a communication system and has
close working relationships with college financial aid offices.
Each financial aid office relays the client's grant eligibility
and grant status directly to the Commission.

He noted that the proposed policy for on-the-job training
is the result of a lengthy Statewide study and will be accom-
panied by a manual for use by counselors and other staff.

The administrator noted that counselor decisions on finan-
cial need and similar benefits are required to be made under
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the constraints or time znd knowledge. He stated that the
counselors are trying to deliver timely services as quickly
as they can with the knowledge and experience they have and
with the resources they have at hand or can call upon. He
noted that their decisions vary from counselor to counselor
and from one geographic area to another.
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CHAPTER 3

NEED TO USE

SIMILAR EDUCATIONAL BENEFITS BETTER

Many vocational rehabilitation clients benefit from
resources of other Federal and State programs, however, the
vocational rehabilitation agencies we reviewed were not tak-
ing full advantage of similar educational benefits that were
available from other sources, as required by the Rehabilita-
tion Act of 1973. Use of these other benefits could release
rehabilitation program funds, now spent for education, to
serve other, possibly more severely handicapped, persons.

The Rehabilitation Services Administration has not pro-
vided State agencies with adequate guidance to establish
policies and procedures for determining (1) whether clients
were receiving benefits from other programs or (2) how these
other benefits should be considered in arranging a client's
program. For that reason, other program resources were not
sought by State agencies.

In order for State vocational rehabilitation agencies
to make maximum use of similar educational benefits, RSA
needs to provide policy guidance to the States by defining

-~the costs of clients' educations which rehabilitation
agencies will pay,

--how rehabilitation agencies can identify other
benefits received by clients,

--the extent to which information supplied by clients
must be verified, and

-~how similar educational benefits received by clients
will be considered in reducing the rehabilitation
program's share of these costs.

REQUIREMENTS TO USE, AND AVAILABILITY
OF, SIMILAR BENEFITS FOR EDUCATION

RSA guidelines to the States on utilizing similar bene-
fits said that the Congress emphasized that the vocational
rethabilitation program make maximum use of similar benefits
because of (1) the rising costs of serving clients, espe-
cially those with the most severe handicaps and (2) the in-
creasing number of Federal, State, and other programs which
provide such services.

25



The Congress was especially concerned that the voca-
tional rehabilitation program use similar benefits for
educational training as indicated by the following state-
ment made in Senate Report Number 93-318., 934 Congress,
1st session (1973).

"The Committee also limited the use of program
funds for individuals who are pursuing higher
education paid for by this progran to those for
whom all alternative means of funding have been
sought and were not available. The Committee
feels that the costs for instruction at colleges
should be borne by some other source of funds if
in any way possible, and points out that a sub-
stantial new student assistance program [The
Basic Educational Opportunity Grant Program] is
available through P.L. 92-318, the Education
Amendments of 1972. Statistics provided to the
Committee show that many States do not limit the
amount that may be spent on a handicapped indi-
vidual's higher education, thus substantially
diminishing basic program monies available for
other services, especially those needed by indi-
viduals with more severe handicaps. The Committee
does not wish to limit a handicapped individual's
opportunity to pursue postsecondary education,
but does believe that other sources of funds
should be explored with diligence."

Accordingly, the Rehabilitation Act of 1973 states:

"that no training services in institutions of higher
education shall be paid for with funds under this
title unless maximum efforts have been made to secure
grant assistance, in whole or in part, from other
sources to pay for such training."

By using similar benefits available under other programs,
the vocational rehabilitation program could use many funds now
spent on education to serve other vocational rehabilitation
clients. We reviewed 264 case files of clients in the five
States receiving financial assistance from sources other than
State vocational rehabilitation programs to attend colleges,
universities, and busines: and vocational schools. In addi-
tion, these clients were authorized about $311,000 by State
vocational rehabilitation agencies for academic year 1975-76.
Benefits of about $140,000 received from other programs for
this training should have been considered before authorizing
$311,000 from the vocational rehabilitation program. For ex-
ample, State rehabilitation officials in California said they
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could not take on any new clients over a 30-day period begin-
ning in January 1976 because of a shortage in case service
funds. Some of those clients may have been receiving finan-
cial assistance in excess of their needs.

In fiscal year 1975, vocational rehabilitation expendi-
tures for training in higher education institutions totaled
about $106 million. 1In that year, over $1 billion was avail-
able under two major Federal programs--Basic Educational
Opportui.ity Grants and Supplemental Educational Opportunity
Grants- -to assist students attending such institutions.

The Basic Educational Opportunity Grant Program is
authorized by the Higher Education Act of 1965, as amended by
Public Law 92-318. The program, administered by the Office
of Education, was available to eligible students for the
first time during the 1973-74 academic year. This program
is to provide eligible students with basic financial aid to
help defray the cost of postsecondary education. 1In fiscal
year 1975 about $1 billion was available under this program.

A new concept included in the basic grant program is a
formula used nationally for determining eligibility on the
basis of financial need. Among the costs which can be paid
are tuition, fees, living expenses, and miscellaneous expense
items, such as books and transportation.

The Higher Education Act also authorized the Supplemental
Educational Opportunity Grant program which is administered
by the Office of Education. 1In order to be eligible for this
assistance, a student must be enrolled at a participating in-
stitution on at least a half-time basis. In addition, the
student must demonstrate "exceptional financial need," which,
in general, means that a student‘s expected family contribution
does not exceed 50 percent of the cost of education at the
institution. The need is determined by each institution using
an Office of Education approved system. In fiscal year 1975
about $240 million was available to this program.

Student financial assistance is also available under
state-administered programs. The Government participates in
the costs of some of these programs, such as the State Student
Incentive Grants Program.

Even though the eligibility criteria for services under
the rehabilitation program might differ from the eligibility
criteria of these other Federal and State education assistance
programs, in many instances persons eligible for rehabilita-
tion services are also eligible for these other benefits.
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PROBLEMS IN CONSIDERING SIMILAR BENEFITS
RECEIVED BY REHABILITATION CLIENTS

We visited 15 universities and colleges in California,
Kentucky, New Jersey, New York, and Ohio in which vocationul
rehabilitation clients were enrolled. Our objective was to
determine whether States, as required by the 1973 act, were
considering similar benefits that these clients might be re-
ceiving from other programs for college training. We reviewed
196 of the cases of students receiving financial aid in addi-
tion to their rehabilitation benefits for the academic year
1975-76.

We also review 58 cases of clients attending 30 busi-
ness and vocational schools in Kentucky and New York for the
academic year 1975-76. We were attempting to determine what
effect the consideration of similar benefits for business and
vocational school training would have on the vocational
rehabilitation program.

- e

For the 196 college cases reviewed in the five States,
vocational rehabilitation payments of about $173,000 were au-
thorized to clients for academic year 1975-76. These clients
were also receiving benefits from other programs for this
training. About $80,000 of the authorized funds could have
been available for other purposes if the similar benefits had
been applied (in lieu of rehabilitation funds) to the college
cost.

The five States did not have systems for obtaining infor-
mation from educational institutions and, therefore, coun-
selors often did not know that clients were receiving other
benefits., Counselors usually relied on clients to tell them
when they received other benefits, but there is no formal
system for checking informatiom supplied by clients.

At a California State university, in 9 of 17 cases we
reviewed, counse.ors were not aware that clients were receiv-
ing basic or supplemental grant assistance. Most of these
clients were receiving assistance in addition to these grants.
For example, we determined the one-semester cost to attend
this State university to be:

Tuition (in State) $ 95
Room and board 522
Miscellaneous:
(Books $130)
(Transportation $145) 275
Total $892
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A student who was a client of the rehabilitation agency
was receiving the following assistance for one semester to
attend this university.

Vocational rehabilitation $ 370
Basic Educational Oppor-
tunity Grant 431
Supplemental Educational
Opportunity Grant 500
College Work Study 393
National Direct Student
Loan T ___875
Total $2.569

In New Jersey, counselors were not aware that five of the
six clients at one college were receiving educational assist-
ance other than assistance from the rehabilitation program for
school year 1975-76. When counselors were aware of other
benefits, they often did not fully consider them before au-
thorizing rehabilitation program expenditures. 1In Kentucky
and Ohio, State rehabilitation agencies continued to pay all
costs defined in client service plans. and clients were allowed
to use other assistance for other purposes.

Although the California Rehabilitation Services Manual
requires that other sources of assistance be considered when
distributing vocational rehabilitation funds, it does not
specify which cther sources should be considered. Some coun-
selors in the Statc indicated that they were not aware of the -
basic grants while others believed that these funds were ac-
tually loans that clients eventually had to repay. In New
York, the State renabilitation agency policy generally was to
pay tuition and apply similar benefits to nontuition items.
with the exception of the State Tuition Assistance Program
which is required to be used for tuition only. Examples are
shown below of cases where more consideration should have been
given to other program assistance to reduce the rehabilitation
program's costs.

In Ohio, the plan of service agreed to by a counselor and
client showed the cost for a year of college to be:

Tuition $ 720
Books 180
Personal expensez 450
Transportation 80

Total $1,430
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The counselor authorized payment of rehabilitation pro-
‘gram funds of $1,430. The client who had a personality dis-
order was also receiving a basic grant of §1.112. but the
counselor d4id not consider this when determining the amount
to be authorized by the State rehabilitation agency. The
counselor said that since there was no State policy to the
contrary, the client could use the $1.,112 grant for other
purposes.

In Kentucky. the financial aid office at one university
determined the cost of 1 year of college to be:

Tuition and fees $ 780
Books and supplies 150
Personal expenses 300
Transportation 400

Total $1,630

A rehabilitation agency client with diabetes attending
this college was receiving a $1,138 basic grant, a $450 State
grant and $850 from rehabilitation program funds. The coun-
selor said that he did not plan to reduce the amount author-
ized by the State rehzbilitation agency because program admin-
istrators instructed counselors to disregard these other bene-
fits. Program administrators said RSA guidelines on similar
benefits were not clear and, therefore, they told counselors
to disregard such benefits w''en determining the clizntgy' need
for rehabilitation agency s pport in paying for college
tuition.

New York's policy cf paying tuition and applying similar
benefits to nontui.ion items may reduce the rehabilitation
agency's share of costs, but we do not believe that it fully
considers similar benefits as intended by the 1973 act. 1In
one case, the State agency determined the cost for a year of
college to be:

Tuition $2,304
Books, supplies,

and maintenance 685

Total $2,989

The client received a $1,400 basic grant which the coun-
selor applied tco the $685 nontuition items, thereby reducing
the State agency authorization to $2,304. However, the bal-
ance of the basic grant wais not applied to tuition. 1In
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agdition, the client was receiving a $600 grant from the schocl
which was not considered by the State agency.

How will our Nation's handicapped be affected by States not
considering similar benefits in such cases as described above?
We do not know. If such consideration were given to these
cases, a significant amount of the $52 million spent by State
rehabilitation agencies for university and college training
might have been available for rehabilitating other, perhaps
more severely handicapped, persons.

Business and vocational school training

Although the 1973 act requires that States consider
similar benefits before authorizing payments for training in
institutions of higher educaticn, the Federal regulations and
RSA's guidelines do not require that States consider similar
benefits for business or vocational school training. The
Higher Education Act of 1965 included business and vocational
schools in its definition of "institutions of higher educa-
tion" under its student financial assistance programs. Taese
schools are included provided that the school offers not
less than a l-year program (6 months for other than public or
other nonprofit institutions) to prepare students for gainful
employment in a recognized occupation.

Because the Rehabilitation Act of 1973 does not define
"institutions of higher education," the RSA guidelines are not’
entirely unjustified. However, it would be better to use the
broader interpretation of institutions of higher education as
contained in the Higher Education Act, especially in view of
th~ congressional intent that funds be made available to
assist the most severely handicapped.

In fiscal year 1975, the rehabilitation program spent
about $44 million for vocational school training and $10 mil-
lion for business achool training for clients. 1In New York
and Kentucky, rehabilitation agencies authorized about
$138,000 for business and vocational school training for
68 clients who were receiving similar benefits from other
programs. About $60,000, or 44 percent, of the $138,000 could
have been made available for other rehabilitation services,
if the funds provided under the rehabilitation program were
reduced by the amount that clients received from other
benefits.

If State agencies do not consider other assistance re-
ceived by rehabilitation clients, instances will continue where
clients abuse both the rehabilitation proyram and other
financial aid programs. For example, a Kentucky client with
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a back problem was receiving the following assistance to at-
tend a business college which cost about $3,474 a year.

Source of funds Amount
Vocational rehabilitation:

To the school (tuition and books) $ 1,794
To the client 1,680

Supplemental Educational Opportunity
Grant _ 1,200
‘National Defense Student Loan 1,200
Veterans benefits o 4,560
Total : : $10,434

Another Kentucky client with a cosmetic disability, which
he said was his big nose, was receiving the following assist-
ance for 7 months of cosmetology training. The cost of this
training was §$1,720.

Source of funds Amount
Vocational rehabilitation:

To the school (tuition) $ 600
To the client 1,120

Basic Educational Opportunity
Grant 1,225
Veterans benefits 1,890
Total $4,835

The rehabilitation proaram's costs of sending clients to
such schools might be reduced by applying the similar benefits
provision in the 1973 act not only to college and university
training but also to business and vocational school training.

LACK OF TIMELY GUIDANCE TO STATES
ON CONSIDERATION OF SIMILAR BENEFITS

Although the Rehabilitation Act of 1973 was enacted on
September 26, 1973, Federal regulations implementing the act
were not issued until December 1974, and RSA guidelines per-
taining to the use of similar benefits were not issued until
October 1975. State officials in Kentucky said that these
guidelines were unclear.

According to RSA officials in one region, they cannot
help the States determine how similar benefits are to be ap-
plied, because the officials are not clear on this issue.
They said that if a more definitive policy directive is to be
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issued to the States, it will have to come from RSA headquar-
ters. Until such a directive is released, they will continue
to accept whatever policy the States adopt. 1In addition.
State rehabilitation agencies do not have adequate guidance
on how to identify other educational assistance received by
clients; neither do the guidelines make any mention of the
need to verify information that is supplied by cl: =nts.

An official involved in developing RSA's regulations and
policy guidelines on the use of similar benefits admitted that
the regulations and quidelines were unclear and allowed for
inconsistencies in funding by rehabilitation agencies. He
illustrated the need to include business o vocational school
training in the similar benefits provision by describing a
case involving - cooperative program of nurses training at a
local community col''2se and at a hospital. 1In the case of the
community college, the counselor would have to consider other
assistance received by the student when authorizing rehabil-
taticn agency financed services. However, in the hospital
case he would not have to consider other assistance, even
though courses similar to those at the community college were
offered.

At the time of our fieldwork, RSA had not reviewed
States' policies on the use of similar benefits. However, in
June 1975 HEW contracted with the Urban Institute to identify
and evaluate the administrative procedures and policies of
State agencies in the use of similar benefits. 1In a report
submitted to HEW in August 1976, the Urban Institute concluded
that State agencies have not emphasized the need for uniform
procedures in the use of similar benefits. The report states
that the need exists to develop procedures to identify those
clients eligible for basic grants and document the clients'
receipt of the grant award. The report also noted that few
agencies have developed procedures to insure that clients
automatically report to their counselors the notification
of a’grant award.

-
.

State agencies generally agreed with us that their admin-
istration in this area needed to be improved, and three agen-
cies had taken or were taking corrective action.

The Kentucky agency has revised its policy to clarify
which higher educational costs the State rehabilitation pro-
gram will pay and how similar benefits should be applied to
these costs. Also, all rehabilitation clients involved in
post high school educational programs must now apply for a
Basic Educational Opportunity Gran:. The State rehabilita-
tion agency has entered into a cooperative agreement with the
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Kentucky Financial Aid Administrators Association to exchange
information on educational assistance that is received by re-
habilitation clients. The Assistant Director of the Kentucky
State Agency said several test cases showed that the rehabili-
tation agency could greatly reduce its share of post high
school training once the new policy is applied.

The New York State agency sent letters to providers of
training asking them to identify rehabilitation clients re-
ceiving certain similar benefits. The State agency's Assist-
ant Commissioner told us that adjustments would be made as
information is received. We submitted to the State adency
for review 136 case files on clients receiving college ana
noncollege training who were also receiving other aid. In
68 cases, the State agency reduced authorizations by about
$21,400. The Assistant Commissionor also said that the
State agency has revised procedures to better use similar
benefits. He noted that the affect of these actions would be
to lower individual case costs and allow expanded services to
handicapped individuals.

Before our review started in Ohio, the State rehabilita-
tion agency began developing a system to exchange student
benefit information with colleges.

CONCLUSIONS

Vocational rehabilitation agencies in the five States
reviewed were not making maximum use of similar educational
benefits available from other programs as intended by the
Rehabilitation Act of 1973. State rehabilitation agencies.
must consider similar benefits to reduce the costs of training
at institutions of higher education. The term "institutions
of higher education® is not defined in the 1973 act. Ini-
tially, RSA interpreted institutions of higher education to
include vocational and business schools as well as universi-
ties, colleges, and community and junior colleges. However,
in its final regulations, RSA excluded business and vocational
schools from the definition of this term. Thus, for vocational
and business schools, counselors are not obliged to consider
whether clients are provided similar benefits.

Substantial amounts are paid under the vocational rehabili-
tation program for training provided to clients at business and
vocational schools. We believe that a large portion of these
funds could be spent on services for other severely handicapped
persons if State agencies were required to seek out and apply
other support for business and vocational training, and thus
reduce vocational rehabilitation program costs in sending
clients to such schools. We believe that the Federal regula-
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tions implementing the Rehabilitation Act of 1973 should be
revised by HEW to include business and vocational schools
under the similar benefits program.

We found that (1) RSA guidelines do not clarify how
similar benefits are to be applied to reduce vocational re-
habilitation participation and (2) further guidance from RSA
is needed.

Some State rehabilitation agencies have not (1) estab-
lished adequate systems for determining when clients were
receiving benefits from other programs and (2) applied other
benefits received by clients to the maximum extent possible
or consistently. The vocational rehabilitation program au-
thorized $311,000 for 264 clients to att:nd colleges and
universities and business and vocational schools for the
academic year 1975-76. About $140,000, or 45 percent, of
that amount might have been used to serve other handicapped
person: if State rehabilitation agencies had fully considered
othzr benefits received by these 264 clients.

The HEW Au¢ . Agency alsuv noted instances where the
Alaska, Virginia, and West Virginia State rzhabilitation
agencies were not making maximum use of other educational
benefits received by rehabilitation clients.

In order for State rehabilitation agencies to make maxi-
mum use of the similar benefits provision, State agencies
need tu establish better communication with the colleges, uni-
versities, and business and vocational schools which provide -
services to vocational rehabilitation clients. The revised
systems being developed by some States in our review should
assist counselors in learning of other benefits that clients
were receiving in order to adjust the vocational rehabilita-
tion program's share of training costs.

RECOMMENDAT IONS

In order for State vocational rehabilitation agencies to
make maximum use of similar educational benefits, the Secre-
tary of HEW should direct the Commissioner of RSA to provide
policy guidance to the States defining (1) the costs of
clients' education which the rehabilitation program will pay,
(2) how agencies can identify other benefits received by
clients, (3) the extent to which information supplied by
clients must be verified, and (4) how similar educational
benefits received by clients will be considered in reducing
the rehabilitation program's participation in these costs.
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The Secretary of HEW should encourage the Commissioners
of RSA and the Office of Education to establish a mutually
agreeable method of exchanging information on Office of Edu-
cation student financial aid for clients of State rehabilita-
tion agencies., taking into consideration legislative provi-
sions which guard a person's rights to privacy. The Office
of Education routinely determines financial need in connec-
tion with the Basic Educational Opportunity Grant Progran.
This information could assist the State rehabllitation agen-
cies in determining financial need ac discussed on p. 18.

AGENCY COMMENTS

EEW concurred in our recommendations and said it had
caken or planned to take the following actions:

--RSA, with respect to similar benefits, plans to
provide guidelines to the States to assist them in
defining (1) which costs associated with client edu-
cation are paid by the State agency, (2) how State
agencies can better identify other benefits received
by clients, {3) how to better verify required client
information, and (4) how similar benefits received by
clients can be used to reduce program costs as much
as possible. ‘

--RSA is developing an information system with the Of-
fice of Education to inform rehabilitation counselors
about educational benefits which are available to their
clients through local educational grant officeis.

HEW also stated that the vocational rehabilitation regu-:
lations pertaining to similar benefits will be amended to in-
clude post-secondary business and vocational schools in the
definition of "institutions of higher education." Although
we did not specifically recommend in our draft report that
HEW revise these regulations, we discussed the need for such
a revision and concluded that the Congress should amend the
Rehabilitation Act of 1973 to specifically define the insti-
tutions to be included under tne similar benefits provision
if HEW does not revise the regulations. In discussing their
planned amendment to the rehabilitation regulations and those
of the Office of Education, HEW said that the changes will
further result in a broadened area, including business and
vocational schools, in which similar educational benefits can
be considered and applied to vocational rehabilitation cli-
ents.

STATE _COMMENTS

Four States offered the following comments on our draft
report.
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California

The Director of the Department of Rehabilitation expressed
concern that the sample of case files (264 in five States) we
reviewed was extremely limited and may not be representative of
the total program caseload. He was also concerned that the re-
port deals with individual counselor problems rather than a
systems problem and whether establishing supervisory monitor-
ing and training in selected locations would be preferable to
creating new regulations affecting the national program.

According to the Director, the majority of California
counselors were aware and made full use of similar benefits
available in their particular area, although details of the
benefit investigation were not always recorded in individual
case folders. He also noted that due to the multiplicity
of Federal and State regulations on confidentiality, training
facilities--especially colleges and universities--are uncertain
about the release of financial information and that until some
of these issues are clarified, most facilities are raluctant
to reiease anything.

The numbar of cases selected for our review represents
a somewhat limited sample of all clients attending col.eges,
universities, and business and vocational schools in the five
States. However, we believe that there are similarities in
(1) the weaknesses noted in the procedures for determining use
of similar benefits among the five states, (2) the lack of
systems for obtaining information from educational institu-
tions, and (3) the positive program results achieved by three
of the States in our review following the initiation of cor-
rective actiors. These similarities affirm the need for new
regulations and increased emphasis on the use of similar bene-
fits in the rehabilitation program nationwide.

Kentucky

The Assistant Superintendent of the Bureau of Rehabili-
tation Services said that some difficult administrative prob-
lems were created during the implementation of similar bene-
fits processes due to unclear RSA guidelines and lack of an
adequate lead time. As a result, institutions of higher
learning were not made aware of their responsibility to as-
sist in maximum utilization of similar benefits for rehabil-
itation clients.

He pointed out that the State agency has developed and

implemented a plan to maximize the use of similar edication
benefits, especially basic education grants. Ar: v~ ‘ational
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rehabilitation client who may be entering a training program
eligible for similar benefit funding is required to apply
for such benefits. If the individual is determined eligible
for similar benefits, the State agency adjusts its funding
accordingly.

The Assistant Superintendent noted that there are still
areas of clarification needed in Federal regulations and
instructions pertaining to the provisions of the Rehabilita-
tion Act of 1973, as amended, particularly in similar benefits
issues and provision of services to the severely disabled.

New Jersey

The Acting Director of the Division of Vocational Rehabi-
litation Services, Department of Labor and Industry, stated
that he concurred essentially with our conclusions on the use
of similar benefits in the rehabilitation program. He said
that part of the problam in applying similar benefits has been
the lack of clear instructions from the Rehabilitation
Services Administration. He agreed that the use of similar
benefits should be expanded beyond the area of higher educa-
tion as the present law requires,

New York

The Associate Commissioner for Vocaticnal Rehabilitation,
New York State Education Department expressed concern that the
report does not fully recognize how important it is that the
client receive a benefit in time for school enrollment and
attendance. According to New York's systems, measures must be
taken to insure that the client receives sufficient money for
cash expenditures in order to avoid instances where clients are
unable to enter school or are premature dropouts. However,
this procedure does not apply to all State agencies and emphasis
must be placed on the different payment systems by the various
States.

We agree that appropriate measures should be incorporated
into the systems developed in each State for the use of similar
benefits to take care of cases which require special considera-
tion.

The Associate Commissioner noted that the State agency has
procedures on the application of similar benefits but that due
to difficulties in administering the basic grant program,
counselors have sometimes become very discouraged and may have
become lax in their responsibilities. He noted that one of
the major problems faced by States is the interpretation of
eligible courses in private trade and business schools and

39



the constant change in basic grant eligibility standards.
The Associate Commissioner stated that a system has been
set up to provide the State agency with a listing of every
approved course for basic.grants. The listing is sent to
all counseling staffs as an additional guide to the revised
procedures,
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CHAPTER 4

NEED_FOR_IMPROVED CONTROLS OVER

TR e e e W R W ey W TE TR T G R T o am n vm R S A .

State vocational rehabilitation agencies acauire
services for their clients from nonprofit organizations such
as shelter=d workshops. These and other rehabilitation fa-
cilities evaluate the vocational potential of handicapped
clients, provide them with skill training, and help them ad-
just to work in the competitive labor market or at the facil-
ity or workshop. Such facilities receive income from fees
paid by State rehabilitation agencies for services, grants
from HEW and State rehabilitation agencies, funds from other
State and Federal programs, and from contract sales and other
activities,

The Rehabilitation Services Administration must guarantee
that the States maintain adequate fiscal control over payments
to the facilities and that the States regularly monitor fa-
cilities' activities. We found that facilities

--were receiving fees which exceeded costs of services
provided or which duplicated payments received under
other grants from Federal and State agencies,

~--received payments for services not provided, and

--used Federal funds as matching funds to obtain other
Federal grants and purchase unauthorized equipment. -

EXCESS PAYMENTS TO FACILITIES

We visited 25 rehabilitation facilities in the five States
to determine whether RSA and State controls over payments to
these facilities were adequate.

RSA regulations require that fees paid by State rehabili-
tation agencies include all costs of services provided--
salaries and related staff expenses, supplies, communication,
utilities, and other operating expenses.

State rehabilitation agencies award grants under title I
of the Rehabilitation Act for establishing or maintaining fa-
cilities. These grants include funds for construction, equip-
ment, and initial staffing,
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Rehabilitation facilities can also receive graits from
the Qffice of Human Development 1/ in HEW. Training grants
are awarded to facilities in an effort to increase the number
of personnel trained in providing services to the handicapped.
Other grants and contracts can be awarded to facilities for
research, mortgage insurance, and special projects and demon-
strations for expanding or otherwise improving rehabilitation
services to handicapped persons. These grants and contracts.
which totaled about $53 million in fiscal year 1975, are
awarded under titles II and III of the Rehabilitation Act.

Rehabilitation facilities can also receive funds from
other Federal agencies, such as the Department of Labor and
the Social Security Administration, and from State agencies
other than rehabilitation agencies.

Fees for services paid to some rehabilitation facilities
by State rehabilitation agencies exceeded the cost of training
provided the clients. Also, grants to facilities under
titles I, II, and III of the Rehabilitation Act and other
grants received by facilities duplicated payments made . -he
same facilities by State rehabilitation agencies under fees
for service arrangements.

Fees not based on costs
of services provided

Federal regulations require that each State establish
written policies governing rates of payment for all purchased
vocational rehabilitation services and that the State agency
maintain information on current rates of payments.

In Kentucky, State agency officials said they had no
systematic way of establishing or reviewing fees paid to fa-
cilities. 1In three of the six facilities reviewed, the fees
paid by the rehabilitation program exceeded the cost of pro-
viding the service and/or duplicated other assistance re-
ceived by the facility. The excess payments amounted to about
$91,000 in fiscal year 1975.

One facility received rehabilitation program fees
totaling about $144,325 for fiscal year 1975. The facility's
accounting records showed that the rehabilitation agency paid
this facility excess payments of about $58,000. This oc-
curred, in part. because the facility's costs were being

-een m W W T W mw  m me ———

1/In February 1975 RSA was transferred from the Social and
Rehabilitation Service to the Office of Human Development,
headed by the Assistant Secretary for Human Development.
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partially recovered through contract sales and from an Office
of Human Development training services grant.

We discussed this matter with the facility's director,
and he agreed that the fees should be reevaluated and said he
would discuss this with the facility's Board of Directors and
with the rehabilitation agency. State rehabilitation agency
officials later said some of the fees that were paid would be
eliminated and others could be adjusted.

Also, as of Jun2 30, 1975, this facility had retained
earnings of $405,000, some of which facility officials attrib-
uted to the vocational rehabilitation program. Of this sur-
‘plus capital, $62,500 was invested in U.S. Treasury bills.

The Assistant Superintendent of the Bureau of Rehabilita-
tion Services said that there is no law prohibiting workshops
from accumulating funds which could be used to expand work-
shop programs. He noted that Bureau fees for services are
intended only to offset any operational costs in providirg a
a rehabilitation program. He stated that all workshops in
Kentucky involved with vocational rehabilitation funding are
required to have a written plan, filed with the State agency,
describing how these accumulated funds are to be used to im-
prove the quantity and quality of their rehabilitation pro-
gram.

According to the Assistant Superintendent, in the event
any of the accumulated funds occurred as a result of an over-
payment by the Kentucky Bureau of Rehabilitation Services,
local workshops will refund the overpayment to the Bureau at
the end of the State's fiscal year.

Another facility in Kentucky received excess payments
of about $11,000 for fiscal year 1975 because fees were not
.based on costs of services. The facility calculated the
cost for providing services to the rehabilitation clients at
about $23,000 and calculated reimbursable wages at $60,000.
The rehabilitation agency paid the facility fees totaling
about $94,000.

A third facility in Kentucky recovered 70 percent of its
costs from Social Security Administration and State mental
health funds. Because the rehabilitation agency had never
required cost justification for payments to this facility. it
was not aware that it was duplicating the payments of thecse
other programs. The excess payments were about $22,000 in
fiscal year 1975. The facility agreed that its accounting
system allowed for duplication of payments and is developing
a cost accounting system for vocational rehabilitation pay-
ments as well as for payments from other agencies. State
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agency officials plan to tenegotiate the fee schedule for
this facility.

At one New Jersey facility, fees paid for providing
training services duplicated payments the facility had al-
ready received under a $125,000 Oflice of Human Development
training services grant. The facility was training 12 reha-
biiitation clients under this ¢rant at the time of our visit.
Rehabilitation counselors had also authorized training fees
of $12,600 for this facility based on an established fee
schedule for training these 12 clients. An RSA regional
office official stated that these payments were not duplicated
because the costs of providing the rehabilitation services
were not completely covered by the training services fee.

The fees for training services provided to these 12 clients
were the same as those for other rehabilitation clients
receiving similar training in the State but not included
under a training services grant.

The California State rehabilitation agency paid standard
fees to most facilities for rehabilitation services. Excess
payments to facilities were a result of duplicated payments
made under other vocational rehabilitation grants. For ex-
ample. the State rehabilitation agency was paying $20.25 per
day per client to one facility for evaluating the vocational
potential of clients while, at the same time, the facility was
paid for costs of this evaluation program under a $43,000 Of-
fice of Human Development establishment grant. A State reha-
bilitation agency official said that the State pays each fa-.
cility for rehabilitation services provided regardless of
grant assistance to provide the facility with an operating
“cushion."

Payments for services
not_adeguately monitored

In New Jersey, weaknesses in fiscal controls over pay-
ments to rehabilitation facilities resulted in rehabilitation
agencies paying for services that were not provided to handi-
capped persons or that we:e paid by another source.

The New Jersey agency had no written policy concerning
rehabilitation facility billing and payment prccedures. Of
five facilities visited in New Jersey three were overpaid by
about $81,000.

Two facilities billed the State agency before the train-
ing was completed. Because of overlapping periods of training
and unauthorized charges for placement services, the rehabili-
tation agency overpaid these two facilities. At one facility,
overpayments of at least $36,000 were made for the period
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1969-75. Facility financial records clearly showed that over-
paymerts were received from the rehabilitation program; but
the facility had never been approached by the State agency

for return of the excess funds, and the facility did not

offer to return them. The State agency did not know about the
overpayments. The other facility was overpaid about $900 dur-
ing 1975 due to payment for overlapping periods of training.

A State agency official stated that the agency planned to
review payments made to these facilities and to obtain refunds
for any overpayments.

Both facilities billed the State agency for an additional
2 to 4 weeks of training for each client after they had been
employed. An official at one facility told us that the facil-
ity charges the extra fees because client followup services
might be required. One facility was paid additional fees to-
taling $2,385 for 24 clients, and the other facility was paid
an additional $900 for 5 clients.

At the third facility. about $41,000 of vocational
rehabilitation program payments had been voluntarily refunded
to the State agency. The refund represented State agency pay-
ments from February to October 1975 for 19 clients. After the
rehabilitation agency payments, the facility was reimbursed by
Medicaid. private insurance companies, and other third parties
and had determined that it had also been overpaid, in some
cases, because of overbillings.

In his January 26, 1976, letter to the Commissioner of
the Newv Jersey Department of Labor and Industry (see p. 7),
the Director of the Division of Vocational Rehabilitation
Services made the following statement.

"* * * The G.A.0. audit team has met periodically
with me and key members of my staff to share their
findings. They have identified many positive as-
pects of our program as well as some problems.

* * * * *

"I should point out that this is the first time
in the history of the agency that this kind of
audit has occurred, and reports from other states
indicate that similar findings have been made in
all of them. The major problem appears to be
that individuals trained in counseling and special
work, through lack of adequate accounting person-
nel, have been required to do an accounting func-
tion. The GAO audit has shattered traditions

and made us aware, by their depth analysis, of
some poor business practices.
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"“l. We do not have a statewide policy or practice in the
- method of payments to workshops. Payments 4o not
relate to the specific attendance of the client.

2. Payments to clients for maintenance and transportation
are without re¢ id to their complete attendance.

3. Payment process does not include mechanics for refunds
from facilities to cover client absences.

4. Forms utilized to initiate payments for services lend
themselves to potential practice for fraud.* * v

New Jersey has attempted to correct problems we found by
revising its policy for paying fees to facilities. Fees are
negotiated on a per diem basis, and facilitise! billings must
be accompanied by ciient attendance reports. The practice oi
advance billing has been terminated. 1If clients are absent,
the State is requiring adjustment of facility fees and
clients' maintenance and transportation payments. The State
has also established a task force to develop an appropriate
system for paying facility fees, and the State plans to in-
corporate additional checks and controls on the payment of
fees, if warranted.

Other problems noted because of
lack of program monitoring

RSA regional office personnel have conducted l-day site
surveys at some facilities to determine whether grant require-
ments are being-met. Facilities must submit periodic grant
expenditure reports, but no indepth financial audits had been
conducted in the past 10 years of the 21 grants awarded to
facilities in our review. 1In one case in Ohio, Federal funds
were used to meet matchina requirements for other Federal
grant3. 1In New York, one case showed that Federal funds were
used for the purchase of equipment. Neither of these uses
were in accordance with grant terms.

The Ohio State rehabilitation agency negotiates fees with
facilities based on the cost of services provided. In addi-
tion, the State agency's internal audit group audits rehabili-
tation grants and contracts that are awarded to facilities by
the State agency. However, the State agency does not mecnitor
the grants to facilities directly from the Office of Human
Development, and RSA did not monitor a training services grant
received by an Ohio facility. This facility used Federa!. funds
to match other Federal funds.

HEW awarded an Ohio facility a vocational rehabilitation
training services grant totaling $1.3 million to be used over
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an B8-year period beginning in 1968. HEW and State officials
advised us that this grant had not been audited by HEW or the
State at the time of our visit. Beginning in 1972. the State
rehabilitation agency paid special fees to this facility to
help it obtain the 1l0-percent matching funds needed for the
training services grant. These fees included Federal funds
and were used as the facility's share of matching funds re-
gquired to obtain the other Federal funds. This practice 1is
prohibited by the Code of Federal Regulations (title 45,
chapter XIII, section 1361.80). State agency officials have
reviewed other State agency arrangements with this facility
to assure that this situation does not occar again.

A New York facility received $60,000 from HEW in fiscal
year 1975 for the purchase of computer equipment. The facil-
ity purchased the equipment specified in the grant application
but later traded it for less sophisticated equipment and
bought two additional pieces of equipment. The controller
could not produce an authorization for the exchange nor the
purchase of the additional equipment. As a result of our
review, the facility returned about $7,900 to the State agency
to be credited against its Federal account.

The Associate Commissioner for Vocational Rehabilitation
in New York noted that the facility could have complied with
the intent of the grant if they had asked for approval before
trading the equipment. He noted that the State agency had
set up a more rigid control system for inventory and permanent
identification on all equipment purchased through any State
agency grant funds.

CONCLUSIONS

Better fiscal control over payments to rehabilitation fa-
cilities is needed. Some State rehabilitation agencies need
to develop systems which provide for periodic reviews of (1)
fees paid to facilities, (2) methods for setting these fees,
and (3) grants and contracts to Cacilities. The lack of such
systems has resulted in both excess and duplicate payments to
facilities as well as several other problems. Fees for serv-
ices should be negotiated individually with providers and
should be based on the cost of services provided, taking into
account other vocational rehabilitation and other Federal
grants received by the facilities. Current policies have
allowed facilities to accumulate surplus funds--a practice
especially questionable because the vocational rehabilitation
program has been unable to provide services to all handicap-~
ped persons who need them.
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In addition, the lack ¢of indepth reviews of grants going
directly from HEW to rehabilitation facilities has resulted in
improper practices with regard to the use of Federal funds.

RECOMMENDATIONS

We recommend that the Secretarv of HEW direct the Commis-
sioner of RSA to:

~-Coordinate with HEW regional offices and/or the HEW
Audit Agency to provide for comprehensive finan-
cial reviews of the various grants and other funds
awarded to rehabilitation facilities.

--Review State policies for paying rehabilitation facili-
ties including how fees are established.

--Provide technical and financial guidance, including train-
ing sessions., to help States develop sound financial
policies regarding payments to facilities.

--Encourage States to work with facilities in establishing
accounting systems so that costs charged to the rehab-
ilitation program are based on the costs of providing
services to its clients.

AGENCY_COMMENTS

HEW concurred in our recommendations and said it planned
to take the folliowing actions:

-—-RSA plans to (1) encourage increased comprehensive
financial reviews of various grants and other funding
to rehabilitation facilities, (2) issue directives
to promote increased RSA regional reviews of rehabili-
tion facilities, and (3) provide guidelines to State
agencies to use in reviews of their contracts or let-
ters of agreement with rehabilitation facilities.

RSA plans to reguest audits from the HEW Audit Agency
in those areas that will be most efficient and effec-
tive in improving the program of services.

--RSA plans to review existing policies relative to fees
paid to rehabilitation facilities by State agencies.
RSA policies will encourage State agencies to work
with facilities in establishing fees and accounting
systems so that charges to State agencies accurately
reflect the cost of services provided to clients and
enable facilities to certify that the cost of provid-
ing such services are not paid for through other re-
sources.
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--RSA plans also to provide the State agencies with the
necessary technical and financial guidance to carry
out the above objectives and to conduct training
sessions necessary to insure that they become oper-
ational, resulting in the application of sound fiscal
policies relative to both the cost of rehabilitation
facility services and payments to such facilities.

STATE_COMMENTS
Four States offered the following comments on our
draft report.

Kentucky

The Assistant Superintendent of the Bureau of Rehabili-
tation Services said that the Bureau, with extensive con-
sultation and assistance from the HEW Region 1V Office, had
recently implemented a forward-funding concept for paying
workshops for operating a rehabilitation program. Goals and
objectives have been individually and mutually agreed upon in
the areas of client slots (evaluation, work adjustment serv-
ices, and skills training). and the average number of client
days necessary. Fees are adjusted monthly according to the
cost of the rehabilitation program provided. Quarterly meet-
ings are held at each workshop with Bureau of Rehabilitation
Services and workshop staff to review all aspects of the con-
tracted program.

He also stated that a more efficient accounting system
had been established for local workshops with the guidance of
State and regional RSA officials. Careful attention will be
given to insure that similar benefits are used to
the fullest extent and that duplicate payments from other
programs will not occur. This process will be monitored
quarterly by on-site reviews.

New Jersey
The Acting Director of the Division of Vocational Re-
habilitation Services. Department of Labor and Industry, said
that counselors are more service/client-oriented, and there-
fore often made judgments and decisions from a programatic
viewpoint rather than from an administrative or fiscal view-
point. The Acting Director also said that the fact that most,
if not all, sheltered workshops are small community, non-
profit organizations with limited resources had an impact on
the counselor's subjective handling of situations discussed in
our draft report. He stated that several corrective actions
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have been implemented, including a policy on fee payment based
on actual attendance.

New York

The Associate Commissioner for Vocational Rehabilitation
expressed concern that the differences in payment methods
among the States were not adequately considered. He noted
that the State agency pays all facilities after the delivery
of client services. He also believes that the Federal and
State supported programs of grants do not appear to be duplica-
tive. He stated that monitoring systems are in operation and
additional systems will become operative which will permit ad-
ditional auditing of facilities and other organizations.

dHe stated that approval of rehabilitation facilities
is under the control of the State vocational rehabilitation
agency and the facility must meet minimum standards as to
staffing. physical facilities, and programing of services.
There are definite fee schedules according to category of
services. These various items are made available to the
field staff so that they may know and utilize approved ven-
dors.

Ohio

The Administrator of the Ohio Rehabilitation Commission
said that the Commission cannot monitnr Federal grants to
facilities when it has no knowledge of the grants. He stated
that a Federal grant involving Commission clients should
never be awarded to a rehabilitation facility in Ohio without
thorough planning and early involvement with the State agency.
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APPENDIX I APPENDIX I

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20201

nEC 15 976

Mr. Gregory J. Ahart

Director, Human Resources
Division

United States Gemneral
Accounting Office

Washington, D.C. 20548

Dear Mr. Ahart:

The secretary asked that I respond to your request for
our comments on your draft report entitled, "Improve-
ments Needed in Control Over Vocational Rehabilitation
Training Services." The enclosed comments represent

the tentative position of the Depar went and are subject
to reevaluation when the final version of this report

is received.

We appreciate the opportunity to comment on this draft
report before its publication

Sincerely yours,

\ (/ vy
n D. Young 3’
slist Secretary, Comptroller

Enclosure
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APPENDIX I APPENDIX I
COMMENTS CF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE

ON THE GENERAL ACCOUNTING OFF.'CE DRAFT REPORT ON "IMPROVEMENTS
IN CONTROLS OVER VOCATIONAL RoHABILITATION TRAINING SERVICES"

GAO Recommendations:

That the Commissioner of Rehabilitation Services Administration (RSA):

-= arrange for periodic reviews by RSA Regional Office personnel and
State rehabilitation agencies of providers of training services,

-~ insure that State rehabilitation officials devote more time to
monitoring treining services provided to handicapped persons, and
establish better fiscal control over payments to providers of
services. The Commissioner should assure that 3tate monitoring
is effectively carried out through periodic checks on States'
activities,

Department's Comments:

We concur. RSA is developing, in conjunction with the State agencies, better
monitoring and control programs on the fiscal and programmatic aspects of
client training. RSA Regional Offices will be directed to make annual reviews
of the regularity and effectiveness of State agency visits to providers of
training, to perform sample reviews of the provide-s of training to State
agencies, and to report their findings and recommendations to the RSA
Coomissioner.

GAO Recommendations:

That the Commissioner of Rehabilitation Services (3SA) should assist States in:

== developing information systems on approved providers of training ser=-
vices throughout the State. Such a system should include, as a
minimum, data on the typeand quality of training provided, cost of
training, provision of accurate information on client advancement,
and total amount paid to providers of services.

-= providing guidance and supervision to counselors in the selection
of training providers, how tc monitor client progress and atten-
dance, and the need to examime cases involving only the payment
of bills, such as tuition, carefully.

Department's Comments:

l We éoncur. RSA will assist the States in developing and maintaining an infor-
mation system on training programs and services used by State agencies in
keeping with the recommendations by GAO. In addition, guidelines will be given
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the States for the identification and evaluation of required training services
and for the necessary supervision of clierts in training to insure attendance,
progress, and other considerations necessary for successful rehabilitation.
The need for rehabilitation will be more carefully monitored smong those
clients whose only VR purchased service is the payment of tuition. The above
actions should result in a more careful selection and evaluation of vendors
and increased control over client training factors.

GAO Recormmendation:

That the Commissioner of Rehabilitation Services (RSA) should assist States in:
-~ egtablishing internal review sections in the vocatioral rehabilita-

tion agencies in States which do not have them 30 that they could,

among other things, monitor providers of trainiag services.

Department's Comments:

We concur. In those States where none exists, RSA will provide guidelines for
the formation and operation of internal review systems (both programmatic and
fiscal) to insure the quality and fiscal integrity of rehabilitation training
services. Such systems will also be responsible for monitoring providers of
training services in those problem areas identifiec in the GAO report.

GAO Recommendation:

That the Commissioner of Rehabilitation Services (BSA) assist the States in:
-~ establishing better internal control over expenditures by separating
the functions now performed by counselors especially those regarding
arranging, paying, and accounting for case service expenditures.

Department's -Comments:

We agree in princirle with the above recommendation, but its functional effect-
uation goes beyond the scope and authority of RSA with regard to its immediate
implementation, We will, ucwever, in conjunction with the States, study the
functional responsibilities of ihe rehabilitation counselor. In this connection,
RSA is currently reviewing prelim'nary data from a study being done by JWK
International Corporation on Provision of Training for Improved Supervisory and
Managerial Practices in the State /R Agencies, This report covers the role and
function of the counselor. Other studies related to this issue plus extensive
. consultation with State personnel are now underway and are being addressed.
Based on the outcome of the studies, RSA will work closely with State agencies
in elimir.ating problems addressed Ly the GAO Audit report.
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Given the growth of the program, the continuous addition of case service
procedures to ccunselor functioning, an expanding case load of severely dis-
abled persons, and mmerous emerging management/case services responsibilities
RSA feels, as o the State agencies, that the timing of this review and
possible modification of the rehabilitation counselor's function is most
appropriate,

GAO Recommendations:

That the Commissioner of Rehabilitation Services (RSA):

== provide policy guidance to the States defining the costs associated
with clients' education which the rehabilitation program will pay, how
agencies can identify cther benefits received by clients, the extent
to which information supplied by clients must re verified, and the
manner in which similar educational benefits received by clients will
be considered in reducing the rehabilitation Program's participation
in these costs.

== and the Office of Education establish a mutually agreeable method of
providing for exchange of information on Office of Education student
financial aid for clients of State rehabilitation agencies, taking
into consideration legislative provisions which guard persons' rights
to privacy,

Department's Comments:

We concur. RSA, with respect to similar benefits, will provide guidelines to
the States to assist them in defining costs associated with client education
paid by the.State agency, how State agencies can better identify other benefits
received by clients, how to better verify required client information, and how
similar benefits received by clients can be maximally used to reduce program
costs.,

RSA is already in the process of developing an information system with the
Office of Education which will enable rehabilitation counselors to be krow=~
ledgeable about educationsl benefits which are available to their clients
through local educational grants officers.

GAO Recamendé.tion:

That the Commissioner of Rehabilitation Services (RsA):

. == coordinate with HEW Regional Offices and/or the HEW Internal Audit
Agency to provide for comprehensive financial reviews of the various
grants and other sources of funding awarded to rehabilitation
facilities,
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Department's Comments:

We concur with the intent of GAO's recommendation. . RSA will encourage in-
creased comprehensive financial reviews of various grants and other funding
to rehabilitation facilities. Also, directives will be issued to promote
increased RSA Regional reviews of rehabilitation facilities and provide
guidelines to State agencles to engage in increased reviews of their contracts
or letters of agreement with rehabilitation facilities, The Commissioner will
request audits from the HEW Audit Agency in those areas that he believes will
be most efficient and effective in improving the prcrram of services,

GAO Recommendations:
That the Commissioner of Rehabilitation Services (RSA):

-~ review State policies for paying rehabilitation facilities including
the fees paid to them and the manner in which they are established.

== provide technical and financial guidance, incluéing training
' sessions, to assist States in developing sound financial policies
with regard to payments to facilities.

-= encourage States to work with facilities in establishing accounting
systems so that co~ts charged to the rehabilitation program are
based on the costs of providing services to its clients.

Department's Comments:

We concur. The Commissioner of Rehabilitation Services will review existing
policies relative to :ees paid to rehabilitation facilities by State agencies.
‘RSA policies will encourage State agencies to work with facilities in estab-
lishing fees and accounting systems so that charges to State agencies accurately
reflect the cost of services provided to clients and enable facilities to
certify that the cost of providing such services are not paid for through other
resources to the facility.

The Commissioner of RSA will also provide the State agencies with the necessary
technical and financial guidance to carry out the above objectives and such
training sessions as are necessary to insure that they become operational, re-
sulting in the application of sound fiscal policies relative to both the cost
of rehatilitation facility services and payments to such facilities.
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Matters for the Consideration by the Congress

If HEW does not revise the Fedei'al Regulations regarding consideration of
similar benefits in cases involving business and vocational school training,
the Congress should consider smending the Rehabilitation Act of 1973 to

specifically define the institutions to be included under the similar benefits
provision.

Department Comment:

The VR Regulations, Section 1361.71(b)3, will be amended to include
post-secondary business and vocational schools. This amerdment tc the
Regulations and those of the Office of Education will further result in a
broadened area in which similar educational benefits can be considered and
applied to VR clients,
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APPENDIX II.

EXPENDITURES FOR TRAINING SERVICES

AND NUMBER OF PROVIDERS

VISITED IN STATES REVIEWED

Expenditures
Fiscal Year 1975

New
California Kentucky Jersey

College $ 2,202 $1,427 $1,508
Business college 1,114 168 311
Vocational

school 4,116 185 891
Elementary and

high school 40 - 52
On-the-3o0b 923 230 194
Personal and

vocational

adjustment 1,543 915 1,203
Miscellaneous _ __449 __.44 __.21

Total $10,387 $2,969 $4,186

APPENDIX 1II

New
York Ohio

$ 4,375 $3,033
1.809 536

3 64 2.450

27 223
429 319

7,712 2,474
1,473 486

$18,909 s9,521

Providers Visited

New
California Kentucky Jersey

College 6 4 3
Business college 8 3 5
Vocational

school 13 7 8
On-thk=>-~job 14 18 1
Rehabilitation

facilities 5 6 5
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York Ohio
8 1
6 4
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APPENDIX III ' APPENDIX III

PRINCIPAL HEW OFFICIALS RESPONSIBLE FOR

—— - —— e — ——

ADMINISTERING ACTIVITIES DISCUSSED IN THIS REPORT

Tenure of offlce

From 29
SECRETARY OF HEALTH, EDUCATION,
AND WELFARE:
Joseph A. Califano, Jr. Jan. 1977 Present
F. David Mathews Aug. 1975 Jan. 1977
Caspar W. Weinberger Feb. 1973 Aug. 1975
Frank C. Carlucci (acting) Jan. 1973 Feb. 1973
Elliot L. Richardson June 1970 Jan. 1973
Robert H. Finch Jan. 1969  June 1070,
Wilbur J. Cohen Har. 1968 Jan. 1969
John W. Gardner Aug. 1965 Mar. 1968
ADMINISTRATOR, SOCIAL AND
REHABILITATION SERVICE (note a):
James S. Dwight, Jr. June 1973 May 1975
Francis D. DeGeorge (acting) May 1973 June 1973
Philip J. Rutledge (acting) Feb. 1973 May 1973
John D. Twiname Mar 1970 Feb. 1973
Mary E. Switzer Aug. 1967 Mar. 1970
ASSISTANT SECRETARY FOR HUMAN'
DEVELOPMENT:
Arabella Martinez Jan. 1977 Present
Stanley B. ‘Thomas, Jr. Aug. 1973 Jan. 1977

Stanley B. Thomas. Jr. (acting) Apr. 1973 Aug. 1973

COMMISSIONER. REHABILITATION
SERVICES ADMINISTRATION (note b):

Joseph A. Mottola (acting) Jan. 1977 Present

Andrew S. Adams Apr. 1974 Jan. 1977
James R. Burress (acting) Jan. 1974 Apr. 1974
Corbett Reeidy (acting) Jan. 1373 Jan. 1974
Edward Newman Oct. 1969 Jan. 1973
Joseph V. Hunt Apr. 1968 Oct. 1969
Joseph V. Hunt (acting) Oct. 1967 Apr. 1968
Mary E. Switzer Dec. 1950 Aug. 1967

a/in February 1975 the Rehabilitation Services Administration

~ was transferred from the Social and Rehabilitation Service
to the Office of Human Development, heaGed by the Assistant
Secretary for Human Development.

b/In August 1967 the Vocational Rehabilitation Administration
vecame the Rehabilitation Services Administration.
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