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Dear Ms. Angello: 
 
Pursuant to the State Comptroller's authority as set forth in Article V, Section 1 of the State 

Constitution and Article II, Section 8 of the State Finance Law, we have audited the disability 
determination process at the Department of Labor (Department) for mentally- and physically- 
disabled individuals who receive family assistance and Safety Net benefits.  Our audit covered the 
period of January 1, 1998 through September 30, 2000. 

 
A.   Background 

 
The Federal government fundamentally altered the nature of welfare in August 1996 when it 

enacted the Personal Responsibility and Work Opportunity Reconciliation Act of 1996.  Popularly-
known as welfare reform, this act ended the individual entitlement to welfare benefits established by 
the Social Security Act of 1935, discontinued the open-ended Aid to Families with Dependent 
Children entitlement program, and replaced it with block grants to states that provide time-limited 
assistance to needy families.  Effective July 1, 1997, the new program limits each recipient to a 
lifetime total of 60 months of Temporary Assistance for Needy Families (TANF) benefits.  Upon 
completing 60 months of TANF benefits, eligible recipients are assisted by the Safety Net Program.  
Safety Net is a State- and locally-funded program that provides benefits for eligible individuals, 
couples, and families who are not eligible for TANF.  Generally, Safety Net can be provided for a 
maximum of two years in a lifetime. 

 
Implementation of welfare reform has changed the way public assistance benefits are 

provided, and has also placed expectations upon the recipients.  These changes include work 
requirements, time limits on benefits, child support enforcement, restrictions on minor teens’ ability 
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to receive benefits as the head of a household, and determinations of the extent of disability coverage 
for mental and physical handicaps.  Under welfare reform, recipients must meet employment 
requirements to remain eligible for public assistance payments; and all individuals are expected to be 
engaged in work or work-related activities within 24 months of receiving assistance.  To help effect 
these changes, the Department and local social services districts (districts) developed employment 
plans, which set forth general strategies for implementing the new regulations.  

 
Welfare reform specifically addresses the circumstances of individuals for whom mental and 

physical disabilities present barriers to employment.  A disabled individual must now undergo a 
medical evaluation and provide the district with a determination that states a specific diagnosis and 
prognosis, specifies any work limitations, and estimates the applicant’s ability to be rehabilitated.  As 
of June 2000, the total TANF and Safety Net population in New York State consisted of more than 
728,000 individuals -- approximately 633,000 who receive TANF grants (87 percent) and 95,000 
who receive Safety Net benefits (13 percent).  About 39,000 of the Statewide TANF population are 
classified as disabled, while more than 41,000 of the Statewide Safety Net population have a 
disability. 

 
The Department is responsible for monitoring and overseeing activities of the disability-

determination process at the district level.  These activities include disseminating policies and 
procedures, approving district employment plans, and monitoring compliance levels.  The 
Department’s Welfare-To-Work Division (Division) oversees the districts to ensure that public 
assistance recipients comply with the requirements of welfare reform and that disability 
determinations are being applied fairly and consistently.  There are eight Welfare-To-Work 
Technical Advisors located in Department offices across the State. 

 
B. Audit Scope, Objective and Methodology 

 
We audited selected activities related to the Department’s disability-determination process for 

the period of January 1, 1998 through September 30, 2000.  The objective of our performance audit 
was to determine whether the Department’s monitoring efforts adequately enforce requirements that 
the districts perform disability determinations in accordance with acceptable policies and procedures. 

 
To accomplish our objective, we reviewed the laws, policies, and procedures applicable to 

disability determinations; interviewed Department officials; reviewed appropriate Department 
records and internal management reports; and tested the Department’s monitoring questionnaire.  We 
also reviewed the New York City Comptroller’s Human Resources Administration (HRA) audit plan 
and program, and a Quality Control Review of the New York City Comptroller’s Office for the 
period in which the audit was completed. 

 
We conducted our audit in accordance with generally accepted government auditing 

standards. Such standards require that we plan and perform our audit to assess the operations of the 
Department that are included in our audit scope.  Further, these standards require that we understand 
the Department’s internal control structure and compliance with those laws, rules and regulations 
that are relevant to the operations included in our audit scope.  An audit includes examining, on a test 
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basis, evidence that supports transactions recorded in the accounting and operating records; and 
applying such other auditing procedures as we consider necessary in the circumstances.  An audit 
also includes assessing the estimates, judgments and decisions made by management.  We believe 
that our audit provides a reasonable basis for our findings, conclusions and recommendation. 

 
C. Results of Audit 

 
Overall, we conclude that the Department’s reviews provide assurance that the districts are 

following all applicable laws, rules, and regulations associated with the process of disability 
determination.  The Department’s reviews found that, in general, the districts have the appropriate 
procedures in place and are maintaining the required information within the case records.  For 
example, the districts are obtaining the required medical documentation to support an individual’s 
disabling condition.  When notable problems were found, the Department recommended that districts 
take appropriate corrective action.  For example, districts that were not notifying clients, in writing, 
about their disability determinations were directed to do so using State form LDSS 4005.  HRA, 
which is responsible for the disability-determination process in New York City, was audited by the 
New York City Comptroller’s Office.  Their report, issued January 25, 2000, stated that disability 
determinations were conducted by properly credentialed medical staff and that the 3,197 medical 
files tested contained the required documentation.  (The Office of the State Comptroller is currently 
reviewing certain aspects of payments to consultative exam providers, hired by the State, to evaluate 
and report on the nature of claimants’ disabilities.) 
 

Recipients, districts, and the State all bear greater responsibility under welfare reform.  For 
example, TANF recipients who have exhausted their 60-month eligibility might qualify for coverage 
by the Safety Net program, which is funded jointly by the State and the districts.  To lessen the 
resulting burden on the State and districts of paying Safety Net benefits, such recipients who are 
classified as disabled or difficult-to-place should be monitored closely and provided with the 
appropriate services.  If eligible, they might be moved into the appropriate Federally-funded 
programs such as Supplemental Security Income (SSI) or Supplemental Security Disability Income 
(SSDI).  As of June 2000, more than 34,000 disabled recipients (approximately 10,000 receiving 
TANF grants and about 24,000 receiving Safety Net funds) -- 42 percent of the more than 80,000 
public assistance recipients classified in the State as disabled -- have been referred to SSI or SSDI, or 
are already receiving these Federal benefits. 

 
To comply with the disability determination component of welfare reform, the Department 

developed an employment manual of policies and procedures that districts could follow when 
screening applicants and recipients for alleged disabilities.  Because the districts are allowed some 
flexibility when administering welfare reform programs, they have the option of either using the 
Department’s employment manual or developing their own internal document based on the 
Department’s. 

 
Within the Department, the Bureau of Program Policy & Operations (Bureau) is conducting 

an internal management review of all 57 upstate districts for compliance with disability 
determination requirements.  In January 2000, the New York City Comptroller’s Office issued an 
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audit on the New York City District which covered the period October 1, 1995 through September 
30, 1998.  Technical assistants from the Bureau are assessing the procedures the districts have 
developed, and are reviewing district case records for appropriate medical documentation and 
compliance with Department procedure.  In their role as monitor, the technical assistants utilize a 
review questionnaire developed by the Bureau that incorporates the appropriate section of the 
employment manual.  When notable problems are found, the technical assistants inform the 
appropriate district personnel and provide written recommendations for corrective action.  The 
ongoing review addresses the following requirements, among others: 

 
•  Upon application and re-certification, and at other appropriate times, the districts 

must make inquiries to determine whether an individual has a medical condition that 
would limit his or her ability to participate in welfare work activities. 

 
•  Districts must notify individuals of their opportunity to provide, within ten calendar 

days, medical documentation that will support their disabling condition. 
 

•  Medical documentation must contain a specific diagnosis and statement of work-
related limitations.  Districts have the sole discretion to decide whether to accept the 
documentation as evidence of disability. 

 
•  When a decision has been made concerning the individual’s employment status, a 

district official is supposed to notify the individual of the determination and assign an 
appropriate work program that is consistent with the medical determination. 

 
•  If the district concludes that the applicant is incapable of performing any gainful 

activity due to the medically-documented physical or mental impairment, and the 
impairment is expected to result in death or has lasted or is expected to last for a 
continuous period of 12 months or more, he or she is classified as severely-disabled 
and referred to SSDI or SSI. 

 
1. Employment Plans 
 

  Employment plans (plans) document general strategies that each district has 
developed for conducting disability determinations.  These plans provide a general overview of the 
policies and procedures that the districts have implemented to comply with the regulations.  Each 
plan is valid for a two-year period and may be updated continuously to meet the needs of the 
districts’ overall welfare-to-work objectives.  To test for compliance with the Department’s 
employment manual, we judgmentally selected 24 (41 percent) of the employment plans submitted 
by all 58 districts, representing a cross-section of large, medium and small districts, effective for the 
period of January 1, 2000 through December 31, 2001.  The Bureau had reviewed and approved all 
24 of the plans.  When we reviewed them independently, we, too, found all 24 to be acceptable. 
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2. Department District Reviews 
 
 In May 2000, because of the changes associated with welfare reform, the Department 

implemented a review process for monitoring the districts’ compliance with disability determination 
requirements.  Department officials stated that this process is being used as a one-time assessment of 
the districts and will not be completed on a regular basis unless significant problems are found.  At 
the time of our audit, the Department was still conducting district reviews, and had completed its 
examination of 46 of the 57 districts it planned to review.  Department officials decided not to 
review the case records of New York City’s HRA - the remaining district - because they assisted 
HRA in developing policy and procedure for overseeing the disability process, which was then to be 
carried out by HRA.  In addition, the New York City Comptroller’s Office concluded in a report 
issued to HRA on January 25, 2000, that disability determinations were conducted by properly 
credentialed medical staff, and that all 3,197 medical files tested contained the required 
documentation.  We reviewed the New York City Comptroller’s HRA audit plan and program, as 
well as a Quality Control Review of the New York City Comptroller’s Office for the period in which 
the audit was completed and conclude that the audit can be relied upon. 

 
 Of the 46 completed reviews, we judgmentally selected the following 15 districts, 

representing a cross-section of large, medium and small districts: Albany, Cortland, Erie, Greene, 
Monroe, Montgomery, Oneida, Onondaga, Rensselaer, Saratoga, Schenectady, St. Lawrence, 
Suffolk, Ulster, and Washington.  We assessed the Bureau’s site-visit review procedures in these 15 
districts by examining documentation in a judgmental sample of 141 case records.  Each case record 
represents a recipient’s claim of disability.   

 
a. Department’s Site-Visit Review Procedures 

 
   We examined the Department’s procedures for determining whether disability 
determinations were being applied fairly and consistently at the selected districts.  Our review found 
that, for all of the 15 districts in our sample, the Department’s district procedural reviews were 
substantially complete and accurate.  For example, the Department identified and recommended 
corrective action for four districts that did not have policies and procedures for providing clients with 
written notification of their disability determinations. We found that one did not contain adequate 
documentation that would support the claim that the district has effectively implemented the correct 
procedures for disability determinations.  Our review of this district identified four notable 
procedural problems, two of which had not been identified and corrected as a result of the 
Department’s review.  These procedures involved the assignment of recipients to job readiness or 
classroom training before their medical reviews were completed, and the consideration of 
employable recipients and their assignment to work activities while the fair hearing process was 
going on.  We provided the Department with this information during the course of the audit and the 
Department made the appropriate corrections. 
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 b. Implementation of the Department’s Review of District Compliance 
 
  The Department has developed and implemented a monitoring process that 

assesses the district’s compliance with disability determination procedures and then tests the 
implementation of these procedures through case record reviews.  When we reviewed 141 recipient 
case records, we found that 129 (91 percent) had been substantially completed and contained 
sufficient reviewer comments that supported the recipient’s disability claim.  The remaining 12 cases 
did not have all required documentation.  However, because the monitoring review was ongoing, the 
Department did not have an opportunity to conduct a quality review of the case records prior to our 
audit.  We believe that the quality review process would have identified the omissions in those 12 
cases. 

 
Recommendation 

 
Continue periodic reviews of remaining districts’ compliance with accepted disability 

determination procedures. 
 
A draft copy of this report was provided to Department officials for their review and 

comment.  Their comments were considered in preparing this report, and are included as Appendix 
A. 

 
Within 90 days after final release of this report, as required by Section 170 of the Executive 

Law, the Commissioner of the New York State Department of Labor shall report to the Governor, the 
State Comptroller and the leaders of the Legislature and fiscal committees, advising what steps were 
taken to implement the recommendation contained herein, and where the recommendation was not 
implemented, the reasons therefor. 

 
Major contributors to this report were Richard Sturm, Brian Lotz, Robert Mainello, Kevin 

Kissane, Krissy Kelleher, Karla Miller, Jean Yang and Marticia Madory. 
 
We wish to thank the management and staff of the Department for the courtesies and 

cooperation extended to our auditors during this audit. 
 
 
      Very truly yours, 
 
 
                                                                             
       

William P. Challice 
      Audit Director 
 

cc: Charles Conaway 
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