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Dear Fellow Pennsylvanians,

As State Treasurer, increasing government transparency is one of my top priorities. A key part of
this effort has been to make ongoing enhancements to OpenBookPA, one of the Pennsylvania
Treasury Department’s most effective tools for providing Pennsylvania taxpayers insight into how
state government spends their money. We mark another milestone in this effort with the
publication of Treasury’s first-ever Payment Production and Improper Payments Report.

Every fiscal year, Treasury processes millions of payment requests received from the more than
70 state agencies serviced by the Department. According to state law, Treasury is charged with
auditing these requests and directed to approve for payment only those that appear to be “legal
and correct.” Payments rejected as part of this process, termed “improper,” are returned to the
submitting agency. These pre-expenditure audit functions are a key part of the work Treasury
performs each and every business day as the state’s “fiscal watchdog.”

The Payment Production and Improper Payments Report is designed to provide greater visibility
into this pre-expenditure audit process. It is an exacting and robust process with multiple layers
of review and analysis all focused on ensuring payment requests are authorized, accurate, and in
compliance with applicable statutes, regulations, and management policies before they can be
approved. Treasury performs these functions while ensuring that critical payment deadlines are
met and improper payments are not approved.

Along with a comprehensive description of the pre-expenditure audit process, this report
presents the number and value of payments audited, the number and value of improper
payments identified, and the savings achieved by preventing those improper payments. The
report drills down on improper payments, categorizing them both by the reason for the rejection
and state agency source. Data from previous fiscal years has also been included to provide
greater context and understanding of the process.

Though Treasury is making this information public for the first time, the Department has routinely
shared it with our partners in state government with the goals of improving the payment process
and, where possible, preventing future errors through process modifications, revising policies,
and providing additional training.

I am proud of Treasury’s efforts to increase transparency into state government operations. With
this Payment Production and Improper Payments Report, we continue our efforts to give
members of the public the same access to information that their elected officials have.

Stacy Garrity

Pennsylvania State Treasurer



Background

One of the most important functions of the Pennsylvania Treasury Department’s (Treasury)
authority is its pre-expenditure audit functions which are designed to ensure all monetary
disbursements by the Commonwealth are authorized, accurate, and compliant with applicable
statutes, regulations, and management policies. Within Treasury, the Bureau of Fiscal Review
carries out these audit functions, ensuring that payment requests are processed in a timely,
effective, and efficient manner while meeting critical payment deadlines and preventing
improper payments from being approved.

Section 1502 of the Fiscal Code sets out Treasury’s pre-expenditure audit authority. Under this
section, payment requests — formally called requisitions — must be audited in accordance with
Generally Accepted Auditing Standards before approval.

Additionally, the Treasurer is legally authorized to approve payment —formally known as issuing
a warrant — only for requests that appear to be lawful and correct. Otherwise, the payment
request is rejected, and the submitting agency is notified that revision, correction, or cancellation
is required before the requisition can be approved.

The full text of Section 1502 of the Fiscal Code is set out below.
72 Pa. Stat. § 1502 Audit of requisitions and issuance of warrants

Requisitions shall be audited by the Treasury Department in accordance with generally accepted
auditing standards and if they appear to be lawful and correct, the State Treasurer shall issue his
warrant for the payment thereof. The Treasury Department shall audit requisitions for payments
to credit card processors in accordance with generally accepted auditing standards to determine
if they appear to be lawful and correct after issuing a warrant for payment and shall refer any
error to the Secretary of the Budget and the Office of Attorney General for recovery or collection.
Otherwise, they shall be returned to the source from which they came for revision, correction,
or cancellation.

Overview - The Pre-Expenditure Audit Process

The pre-expenditure audit process in Fiscal Review — which results in either payment approvals
or rejections — can best be described as dynamic and robust, involving multiple layers of review
and analysis to ensure only those payments deemed “lawful and correct” result in the issuance
of a payment warrant.



Payments

Each business day, Fiscal Review receives payment files from more than 70 agencies serviced by
Treasury including a variety of independent agencies. The files are first validated to ensure all
data necessary for processing payments is present. Payments missing required data are returned
to the originating agency for correction, while valid requests are loaded into Treasury’s Enterprise
Resource Planning (ERP) system.

Once loaded in the system, Treasury selects payments for audit based on several factors including
risk level and monetary value. The analysis also flags potential duplicate payments.

After this initial review, payments follow one of two paths: those not selected for audit proceed
to Treasury’s Comptroller Operations for processing, while those flagged for further review are
sent to Fiscal Review’s audit team for a detailed examination.

Each Fiscal Review auditor conducts a thorough review of the payment request in accordance
with Generally Accepted Auditing Standards, examining any and all supporting documentation to
ensure the payment is legal and correct. After this review, payments are either approved for
processing or rejected and directed back to the submitting agency for revision or correction in
order for the payment to be lawful and correct, or cancellation if not. Rejected payments are
termed as “improper” and are assigned a reason for rejection.

In addition to payments, Fiscal Review also audits journal entries that charge expenditures. A
journal entry is an accounting transaction used for a variety of purposes, such as to correct a
previous expenditure, bill for goods and/or services provided between agencies, distribute costs,
or record a statutory transfer. For example, when the Department of General Services provides
documentation production services to other Commonwealth agencies, a journal entry is used to
make payment instead of issuing a check. As with payments, journal entries can be rejected.

One wrinkle of note as part of this process are payments and journal entries that are “approved
with exception,” or AWE. AWE involves payments and journal entries that are not lawful and
correct when submitted but are rendered acceptable by both 1) resolving the error through a
method other than rejecting and resubmitting a corrected payment or journal entry and, if
applicable, 2) insuring that actions are taken to prevent the same error from occurring on future
payments or journal entries.

For example, if there is an overpayment, Fiscal Review would nonetheless release it once a credit
memo was applied to a different payment and submitted to Treasury. Likewise, in the case of a
journal entry submitted for an incorrect amount, Fiscal Review would release it once a reversing
journal entry and correct journal entry were submitted to Treasury.

An enormous number of payment requests run through this process. A look back over the last
five fiscal years helps paint a fuller picture of the payment volumes flowing through Fiscal Review
for audit.



Y 23-24 23 22 FY 2021 FY19-20 Total
Fiscal Review Production - Payments
Number of Payments Received 9,762,493 9,821,839 9,535,545 9,163,360 9,130,834 47414071
Value of Payments Received 6184,741,866,726  $181,384311,261 5180952431112 $203311,341,388  $164334,071,333  $914,724,021,820

From Fiscal Year 2019-20 to Fiscal Year 2023-24, over 47.4 million payment requests were
submitted to Treasury for payment, an average of nearly 9.5 million payment requests per year.
The total value of all of the payment requests over the period combined is $914.7 billion,
averaging $182.9 billion per year.

Improper Payments

As previously noted, payments not approved for processing are returned to the submitting
agency for revision or correction to ensure they are lawful and correct or for cancellation
altogether. These rejected payments are referred to as “improper.”

When Fiscal Review rejects a payment, Treasury’s ERP system generates an error record that
includes the reason for the rejection and a brief description. Auditors assign a reason — or
“exception code” — from among 24 available options.

Reasons to reject a payment vary widely — from incorrect amounts (such as overpayments and
underpayments) to payments made to the wrong recipient or submitted without proper
documentation. Other errors may stem from policy or procedure violations, or from agency
requests to halt payments during Treasury’s review.

A complete list of the exception codes and definitions for each is contained in Appendix A.

Once a payment is rejected, the ERP system automatically notifies the submitting agency’s
comptroller of the error and the reason for the rejection by email. An agency may correct and
resubmit the payment.

In addition to email notifications, Fiscal Review provides a monthly report to the Office of the
Budget, the Department of General Services, and the Department of Revenue, detailing the
errors identified that month. These offices review the errors and take actions where possible to
prevent future errors, such as making modifications to processes, revising policy, and providing
training.

An error record is closed once the error is resolved — either when the payment is not resubmitted
(e.g. a duplicate) or when a corrected payment is submitted. Savings are recorded as error
records are closed.

A five-year snapshot provides helpful context for the volume and value of improper payments
identified annually through Fiscal Review’s audits.



Fiscal Review Audit Results K3 -3 A% FY 2021 FY19:20 Total
Number of Improper Payments Prevented 19,994 21908 3925 1420 1148 106,306
Value of Improper Payments Prevented S9976%  ST98TI39  S8%5E%051  SLOSL80442  S06,09082 54853913561

Over the past five years, Fiscal Review has prevented 106,806 improper payments totaling over
$4.85 billion, an average of 21,361 improper payments and $970.8 million per year.

Savings

As noted above, Fiscal Review records savings when an error record is closed. Whether savings
are recorded depends on the nature of the error. For instance, errors due to duplicate payments
or amount incorrect (overpayment) always result in savings.

Other types of errors may result in savings. For instance, if the payee is incorrect and the
corrected payment is issued to a different legal entity, savings are recorded. In contrast, errors
such as incorrect address or misapplied appropriation or fiscal year are still considered errors but
do not result in recorded savings. Similarly, if the corrected payment is made to a related entity
(e.g. AT&T vs AT&T Mobility), no savings are recorded.

The savings recorded by Fiscal Review over the past five fiscal years are summarized below.

23U 23 FY 2122 FY 202 FY 19-20 Tota
Savings 48,714,500 $47.320,159 65,062,091 $67,757,006 $616683 5190482649

Over the past five fiscal years, Fiscal Review recorded approximately $290.5 million in savings —
an average of $58.1 million per year.

Fiscal Review Payment Production and Improper Payments Report, Fiscal Year 2024-25
Payments

In Fiscal Year 2024-25, Fiscal Review received 9,992,605 million payment requests totaling $181.0
billion.

FY 24-25
Fiscal Review Production - Payments
Number of Payments Received 9,992,605
Value of Payments Received $181,023,244,331

Improper Payments

During Fiscal Year 2024-25, Fiscal Review prevented 18,765 improper payments, with a total
value of nearly $820.0 million.



Fiscal Review Audit Results FY 24-25
Number of Improper Payments Prevented 18,765
Value of Improper Payments Prevented $819,947,340

The chart below lists the number of improper payments by exception code for Fiscal Year 2024-
25, ordered by frequency of rejection, along with the total value of each category. As shown in
the chart, the most common rejection reasons were an incorrect address, missing or incorrect
supporting documentation, incorrect payee, and department requested rejections.

Payment Rejections by Exception Code Fiscal Year 2024-2025

Reason for Rejection Count Amount
24 - Address Incorrect 4,792 S 14,043,528.17
09 - Supporting Documentation Missing or Incorrect 3,463 S 223,345,158.23
28 - Payee Incorrect 2,944 S 27,092,131.91
05 - Department Request 2,444 S 111,360,843.88
25 - Amount Incorrect 485 S 61,497,047.52
13 - Payment not Supported by Contract 395 S 63,510,740.52
12 - No Contract in Place for Payment 294 S 11,129,564.55
22 - Other - See Remarks 206 S 26,361,923.46
07 - Duplicate Payment 142 S 1,794,669.19
27 - Information Entered Incorrectly by Agency/Comptroller 140 S 7,557,372.64
41 - Incorrect ACH Account 137 $ 2,398,181.14
06 - Duplicate Payment - IT Report 98 S 3,547,765.56
04 - Appropriation Symbol Incorrect 95 S 64,964,770.36
45 - Incorrect Use of One-Time Vendor 61 S 448,186.18
40 - Payee on Returned Check Report 8 S 24,076.60
46 - Sales Tax Included 7 S 29,768.60
10 - Authorizing Signature 1 S 4,838.35
Total 15,712 $619,110,566.86

Readers will note the total of 18,765 improper payments cited above does not match the 15,712
rejection reasons listed in the chart. The discrepancy is due to additional work performed by
Fiscal Review staff outside the ERP system’s standard payment and journal review process.

Fiscal Review, for example, audits Personal Income Tax refund returns from the Department of
Revenue. Returns with errors are rejected and returned for correction. These errors are not
captured in the ERP system but are included in the total count of improper payments prevented.
Errors found with Property Tax/Rent Rebate payments or with payments from the state’s
retirement systems are similar examples where errors contribute to the total count but are not
counted in the ERP system.



Payment Rejection Highlights — FY 2024-25

Address Incorrect — The address was missing a building number and included two suite numbers.
Amount —$1,211,416.

Supporting Documentation Missing or Incorrect — The vendor invoice and quote did not include
service date coverage as required by the statewide contract. Fiscal Review requested a corrected
invoice, but the agency has not responded. Amount — $57,781.38.

Payee Incorrect — The payee name on the invoice did not match the dual payee names listed on
the invoice and agreement. Amount — $376,377.81.

Department Request — Department of Human Services requested rejection of the 4th quarter FY
2024-25 Community Mental Health Primary Allocations due to calculation errors. Amount —
$40,135,607.00.

Duplicate Payment — Fiscal Review rejected a $2,885,445.38 duplicate payment. The ERP system
flagged it due to a matching payee, invoice number, and amount. Fiscal Review confirmed the
duplication with the agency.

Amount Incorrect — A utility invoice included a past due balance of $16,920.68 that should not
have been paid. The correct amount was $3,469.40, representing the current charges.

Appropriation Symbol Incorrect — Fiscal Review questioned a $252,679.50 charge to the FY 2020
appropriation for services dated June 1-30, 2024. The charge was rejected due to an incorrect
fiscal year and lack of a waiver or exemption to support this charge. Amount — $561,510.00.

No Contract in Place for Payment — Fiscal Review questioned a $1,475,353.08 payment due to
discrepancies between the invoice and agreement. Most of the work occurred before the
contract’s execution in late 2024 (including work from 2021 and 2022). The agency did not
respond.

Payment Not Supported by Contract — According to Attachment A, Section 13A of the contract,
the grantee must procure insurance at its own expense. The invoice sought reimbursement for
$177 in unallowable insurance charges. Five payments containing these charges were rejected.
Amount — $17,687.72.

Journal Rejections

As noted above, in addition to payment requests, Fiscal Review audits journals that charge
expenditures. These entries adjust appropriations and cash balances when funds are moved
between accounts. In most cases, errors are resolved by submitting a corrected journal entry.



Journal Rejections by Reason Code - FY 2024-25

Reason No Amount

05 - Department Request 13 $ 106,967,702.17
04 - Appropriation Symbol Incorrect 1§ 2.851.829.36
22 - Other - See Remarks 1S 397,269.74

44 - Expenditure Adjustment Not Supported
*P ! PP 1S 2,321,973.72

Total 16 $112,538,774.99

Journal Rejection Highlights

Appropriation Symbol Incorrect — A review of supporting documentation revealed that
$2,851,829.36 in activity intended for appropriation 50232 was incorrectly posted to 50165.

Expenditure Adjustment Not Supported — Supporting documentation did not justify the transfer
of $2,321,973.72 from appropriation 11029 to 20381, as required by the underlying contract.

Savings

From the total of improper payments in FY 2024-25, using a fairly conservative definition,
Treasury identified over $88.1 million in savings through the prevention of overpayments,
including duplicate payments and payments to improper payees.

FY 24-25
Savings $88,100,344

Savings Highlights

$1,125,000.00 Savings — Fiscal Review questioned the inclusion of multiple success fees on an
invoice. The agency agreed that only one success fee was permitted under the statement of work.

$6,163,581.10 Savings — Fiscal Review questioned the necessity of the payment, as the contract
prohibited billing for certain months. The agency agreed and the payment was rejected.

$6,736,623.75 Savings — Fiscal Review questioned if the prepaying of the full amount of a
purchase order complied with the statewide contract. The agency agreed and submitted a
revised invoice.



Appendix A
Rejections by Exception Code
04 APPROPRIATION SYMBOL INCORRECT

Use when the payment charges an incorrect fiscal year, fund, appropriation, or violates MD310.3
Encumbering and Lapsing of Appropriations.

05 DEPARTMENT REQUEST

Use when the agency or agency comptroller requests the payment to be rejected through TABS.
All requests should be processed the same day notification is received. If unable to reject the
same day, management should ensure the payment is stopped in Fiscal Review and notify TABS
that the rejection will be completed the following day.

06 DUPLICATE PAYMENT IT REPORT

Use when PeopleSoft Analytically identifies the payment as a duplicate (PAT-001) or Invoice
Sequence Anomalies (PAT-003).

07 DUPLICATE PAYMENT

Use when the duplicate is identified by the examiner (i.e. not selected as PAT-001). This may be
used when the payment completely duplicates another payment.

08 DISCOUNT NOT TAKEN

Use when the agency/comptroller agree that the payment could be reprocessed in time to take
the discount.

09 SUPPORTING DOCUMENTATION MISSING OR INCORRECT

Use when required documentation is missing, incomplete, or inaccurate.
10 AUTHORIZING SIGNATURE

The required agency or comptroller signature is not present.

12 NO CONTRACT IN PLACE FOR PAYMENT

Use when:

a) Service dates fall outside the contract or PO validity dates
b) Delivery occurred before the contract effective date

c) No grant agreement exists

d) Contract/amendment is not fully executed

10



13 PAYMENT NOT SUPPORTED BY CONTRACT

Use when the charges not in accordance with contract, such as rates, type of charge, budget
category, budget amount, etc.

15 INSUFFICIENT CASH

Requested to reject due to fund being out of cash.

21 ILLEGAL TRANSFER

Statutory transfer not in compliance with law.

22 OTHER — SEE REMARKS

Any error that does not meet any of the defined error code criteria.
24 ADDRESS INCORRECT

Use if the address is missing, incomplete, or does not agree with the vendor’s remit to address
on the invoice except for:

J if a PO payment is made to the 901 partner, approve the payment regardless of
what address is on the invoice. When the vendor registered, the vendor agreed to have
all remittances sent to the 901 address.

. ACH payments.
25 AMOUNT INCORRECT
Use when there is an overpayment or underpayment.
26 CREDIT NOT TAKEN

Use when the supporting documentation indicates that a credit memo is to be applied and the
credit memo is not applied.

27 INFORMATION ENTERED INCORRECTLY BY AGENCY/COMPTROLLER

An error was made by selecting the wrong payment term, mailing code, payment method, funds
commitment, PO, etc.

28 PAYEE INCORRECT
The payment was issued to an incorrect payee or Taxpayer Identification Number (FEIN/SSN).
34 BCPO TRAVEL RECOUPMENT

Use when approving travel expense reimbursement with exception for BCPO recoupments of
overpayments that are under $25.

11



40 PAYEE ON RETURNED CHECK REPORT
Use when rejecting payments because prior payments were returned as undeliverable.
41 INCORRECT ACH ACCOUNT

Use when an incorrect ACH account is used for payment. An incorrect account may be identified
by questioning when the payment support references a different account, when prior ACH
payments were unable to be made, or when a new account number appears on subsequent
payments.

42 ADVANCEMENT ACCOUNT VIOLATION

Use for violations such as splitting an invoice and issuing multiple checks to circumvent the
maximum check limit or using for expenses outside the purpose and use of the account.

44 EXPENDITURE ADJUSTMENT NOT SUPPORTED

Use when appropriate supporting documentation is not provided.

45 INCORRECT USE OF ONE TIME VENDOR

Use when the payment using a one-time vendor is not in compliance with MD 310.28.
46 SALES TAX INCLUDED

The Commonwealth is exempt from paying sales tax. Use when sales tax is charged.
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