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Scope of Audit 

Executive Summary

Office of Temporary and Disability Assistance
Fair Hearings Process

 
The Office of Temporary and Disability Assistance (OTDA) is responsible
for administering the State’s public assistance programs which were
formerly administered by the Department of Social Services.  These
programs include the Temporary Assistance to Needy Families (TANF),
Food Stamps and Safety Net programs. OTDA oversees the activities of
the State’s 58 local social services districts (districts) that carry out these
programs. Districts sometimes make determinations to deny benefits to
applicants who do not meet eligibility criteria, or to reduce or discontinue
the benefits of current recipients. If applicants or recipients believe the
district is wrong in denying, reducing or discontinuing their benefits, they
can appeal the district’s determination by requesting a Fair Hearing
(hearing) before OTDA’s Office of Administrative Hearings (OAH).
Regulations require that the hearing decision be issued within 90 days (60
days for Food Stamps) of the hearing request. A recipient can request that
benefits continue at the current level until OAH issues a decision. 

OAH issues three major types of decisions: affirmed (the district
determination was correct); reversed (the district was wrong and should
make necessary corrections); and withdrawn (the district does not pursue
the case, usually because it is unprepared to support its determination).
Between January 1, 1996 and September 30, 1997, OAH issued 446,830
decisions statewide; 20 percent of these decisions were affirmed, 29
percent were reversed and 49 percent were withdrawn by the districts.
OTDA regulations require that districts maintain documentation to support
their benefit determinations at hearings. Regulations also require that
districts make timely adjustments to benefits to reflect the results of
hearing decisions, and set up accounts receivable for recipients to whom
benefits have been overpaid. 

Our audit addressed the following questions about the Fair Hearings
process during the period January 1, 1996 through February 28, 1998:

! Does OTDA ensure districts are prepared to support benefit
determinations at hearings, and that hearings are concluded within
the required time frames?

! Do districts make timely benefit adjustments and establish accounts
receivable as required?

Our audit did not review the process or the effectiveness of the initial
front-end determinations of eligibility for benefits.  This objective can not



Audit Observations
and Conclusions
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OTDA Officials

be reasonably conducted without the full cooperation and participation of
the NYC Mayor’s Office, which to-date has been refused.

We found that OTDA needs to take additional steps to ensure districts
adequately prepare for hearings.  We estimated that, over a 6 month
benefit period, the fiscal impact of districts’ losing hearing decisions due
to factors within their control was $18.6 million.  To reach this estima-
tion, we applied OAH monthly benefit rates to the number of decisions
districts would have won, according to historical rates, and estimated the
value of these losses over a 6 month benefit period.  We did not estimate
the associated expense to OTDA or the local districts of improving case
management procedures. Additionally, we estimated that districts overpaid
$2.8 million in benefit payments during the 21 month period ended
September 30, 1997 because of delays in issuing hearing decisions.  It is
possible that none of these overpayments will be recovered.  We also
found that districts should improve their processes for adjusting benefits
to reflect the results of decisions, and establish accounts receivable for
overpaid benefits, as required.

Our audit found that OTDA does not formally monitor whether districts
comply with regulations by being prepared to support their benefit
decisions at hearings. Districts lose, through reversals and withdrawals,
78 percent of hearings statewide; in New York City, which accounts for
83 percent of hearing decisions, the loss rate is 85 percent. These statistics
underscore the need for OTDA to assume greater responsibility for
oversight in this area.  Our survey of districts statewide and our visits to
three districts found that many do not formally train staff about hearings
and many are concerned about how the process works. We recommend
that OTDA monitor districts’ preparedness for hearings, ensure that
hearing decisions are issued timely, and provide training and other
assistance to districts that need it.  (See pp. 5-13)  

Our examination of 150 randomly selected hearing decisions at three
districts (Dutchess, Nassau and Onondaga) found that the districts did not
make the proper public assistance adjustments timely for 24 (16 percent)
of the 150 cases we reviewed.  These cases included four instances where
recipients were underpaid $14,677 and five instances where recipients
were overpaid $12,974.  We recommend that OTDA ensure that districts
make the appropriate retroactive benefit payments for the underpayments
we identified and that districts make hearing-related benefit changes
timely. (See pp. 15-17)

OTDA officials generally agreed with the 10 recommendations we made
in this report.  The officials also stated that our cost savings projections
do not consider the amount of State financial participation in any of the
programs or the cost associated with corrective actions and that our
calculation of the $2.8 million in benefit overpayments due to late hearings
decisions is overstated.  OTDA’s complete response is included as
Appendix B.
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Background

Introduction
 

On August 20, 1997, the Governor signed welfare reform legislation that
abolished the Department of Social Services and created a new agency in
its place: the Department of Family Assistance.  The Department of
Family Assistance is composed of two independent agencies: the Office of
Temporary and Disability Assistance (OTDA) and the Office of Children
and Family Services. OTDA is responsible for administering the State’s
financial assistance programs, which were formerly administered by the
Department of Social Services.  These public assistance programs include
the Temporary Assistance to Needy Families (TANF) program (formerly
Aid to Families with Dependent Children), and the Food Stamps and
Safety Net programs.  OTDA oversees the activities of the State’s 58 local
social service districts (districts), including New York City’s Human
Resources Administration (HRA), which administer these programs.
TANF assistance is provided to families which have insufficient income
support, and can also provide additional monies to help pay for shelter
and heating fuel costs.  Food Stamps are income supplements intended to
alleviate hunger and improve nutrition for low-income families.  The
State’s Safety Net Program provides cash assistance to needy families that
are not eligible for TANF or other federally funded programs.

In the course of administering public assistance programs, districts
sometimes make determinations to deny benefits to applicants who do not
meet eligibility criteria, or to reduce or discontinue the benefits of current
recipients. The Federal government requires that each state ensure that
welfare recipients are not deprived of due process when a question arises
related to their eligibility for assistance.  New York State has adopted the
Fair Hearings process to ensure clients receive fair treatment when
questions arise concerning their eligibility for benefits.

The districts must notify applicants and recipients about their rights and
responsibilities, including the right to a Fair Hearing (hearing).  This is
done by a booklet developed by OTDA entitled “What You Should Know
About Your Rights and Responsibilities.”  This booklet explains the Fair
Hearings process including what actions the client should take to request
and prepare for the hearing.  In addition, the notice informing individuals
of a denial or a change in their benefits enumerates the steps clients must
take to request a hearing.  If applicants or recipients believe that the
district is wrong in denying, reducing or discontinuing their benefits, they
can appeal the district’s determination by requesting a hearing.  The
hearing is held before an Administrative Law Judge (Judge) from the
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Office of Administrative Hearings (OAH), an office within OTDA’s legal
department.

Once a hearing is scheduled, districts should take all the necessary steps
to support their benefit determinations at the hearing.  OAH issues a
decision as to whether the district was correct in its determination after
each hearing.  When a decision is affirmed, the Judge confirms the district
was correct in its determination; when a decision is reversed, the Judge
determines the district was wrong and orders the district to correct (initiate
or restore) the client’s benefits; when a case is withdrawn, the district
decides not to pursue the case, usually because it is not prepared to
process the case and/or cannot produce the appellant’s case record. Each
hearing could involve more than one issue decided affecting a client’s
public assistance benefits.
 
The Federal government mandates time frames during which administra-
tive action must be taken to resolve requests for hearings. For cases
related to Food Stamps, hearing decisions must be issued within 60 days
of the request for a hearing; for all other cases, hearing decisions must be
issued within 90 days of the request. If a current recipient asks for a
hearing before the effective date on the notice to reduce or discontinue
benefits and requests that benefits continue, benefits continue at the current
level (Aid to Continue) until OAH makes the hearing decision.

The mission of OAH is to provide impartial hearings and to issue timely
and accurate decisions which review district and OTDA determinations
regarding social services programs.  OAH is composed of five regional
field offices: Albany, Buffalo, Long Island, New York City and Syracuse.
Judges at each field office conduct hearings at the appropriate district
offices.  Table 1 contains selected OAH statistics for the 21 month period
ended September 30, 1997.

    Table 1

District Decided Affirmed Reversed Withdrawn Other
Issues Percent Percent Percent Percent

New York City 371,877 13% 32% 53% 2%

Upstate  74,953 54% 14% 27% 5%

Statewide 446,830 20% 29% 49% 2%
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Audit Scope,
Objectives and
Methodology

We audited selected aspects of the OTDA’s Fair Hearings process for the
period January 1, 1996 through February 28, 1998.  The objectives of our
audit were to determine whether OTDA has an adequate system to ensure
districts take all the necessary steps to support benefit determinations at
hearings and within required time frames, and whether districts make
timely hearing-related benefit adjustments and establish accounts receivable
when appropriate.  Our audit did not review the process or the effective-
ness of the initial front-end determinations of eligibility for benefits.  This
objective can not be reasonably conducted without the full cooperation and
participation of the NYC Mayor’s Office, which to-date has been refused.

To accomplish our objectives, we reviewed OTDA regulations and
procedures, interviewed responsible OTDA and district managers,
analyzed district hearings information and sent a questionnaire to each
district to obtain their feedback about the hearing process. We also
sampled district hearing requests at three districts, Dutchess, Nassau and
Onondaga. The purpose of our sample was to examine documentation
maintained by the districts and to determine whether the appropriate
adjustments were made for cases involving public assistance reductions on
a timely basis.  For cases involving the discontinuance of public assistance
benefits, we determined whether the districts established an account
receivable for cases involving Aid to Continue.  In addition, we deter-
mined whether the districts could provide documentation showing they had
legitimate reasons for withdrawn requests and reversals.  We did not
attempt to quantify the costs associated with improving case record
management procedures at OTDA or the local districts.

We conducted our audit in accordance with generally accepted government
auditing standards.  Such standards require that we plan and perform our
audit to adequately assess those operations which are included within our
audit scope.  Further, these standards require that we understand the
OTDA’s internal control structure and its compliance with those laws,
rules and regulations that are relevant to the operations which are included
in our audit scope.  An audit includes examining, on a test basis, evidence
supporting 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 agency management.  We believe that
our audit provides a reasonable basis for our findings, conclusions and
recommendations.
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Response of OTDA
Officials to Audit

We use a risk-based approach when selecting activities to be audited.
This approach focuses our audit efforts on those operations that have been
identified through a preliminary survey as having the greatest probability
for needing improvement.  Consequently, by design, finite audit resources
are used to identify where and how improvements can be made.  Thus,
little audit effort is devoted to reviewing operations that may be relatively
efficient or effective.  As a result, our audit reports are prepared on an
"exception basis."  This report, therefore, highlights those areas needing
improvement and does not address in detail activities that may be
functioning properly.

Draft copies of this report were provided to OTDA officials for their
review and comment.  Their comments were considered in preparing this
report, and are included as Appendix B.

Within 90 days after final release of this report, as required by Section
170 of the Executive Law, the Commissioner of the Office of Temporary
and Disability Assistance shall report to the Governor, the State Comptrol-
ler and the leaders of the Legislature and fiscal committees, advising what
steps were taken to implement the recommendations contained herein and
where recommendations were not implemented, the reasons therefor.
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Fiscal Impact of
Fair Hearings
Losses

OTDA Monitoring

OTDA is responsible for administering the State’s public assistance
programs and for overseeing districts’ activities, which include making
benefit payments, managing recipient case records and supporting district
benefit determinations at OAH hearings.  However, we found that OTDA
does not monitor whether districts are adequately prepared to support their
benefit determinations at hearings.  We estimated that, over a 6 month
benefit period, the fiscal impact of districts’ losing hearing decisions due
to factors within their control was $18.6 million. We also believe OTDA
must act to ensure the State does not continue to incur unnecessary costs
for benefit payments to ineligible individuals.  OTDA should increase and
improve its monitoring of district operations to ensure the districts
adequately prepare for hearings, and that OAH concludes hearings within
the required time frames. OTDA should also clarify its procedures for
implementing hearing decisions, and ensure districts provide their staff
with appropriate training for handling hearing-related transactions.  In
addition, OTDA should establish adequate system support for district
offices to make it easier for district staff to correct benefit payments. 

We found that neither OAH nor any other OTDA employees monitor
whether districts take all the necessary steps to support their benefit
determinations at hearings. OAH management told us that a 1989
Executive Order prohibits OAH from helping districts to win hearings.
According to this Executive Order, administrative hearings must “be fair
in fact and must appear to be fair to the litigants and to the public.”
While we agree that the Executive Order prohibits OAH from assisting
districts, we do not believe it prevents other OTDA staff and officials
from taking steps to ensure districts comply with regulations, maintain
adequate case records and present these records at hearings.

We believe the fact that statewide the districts are losing 78 percent of the
issues decided (29 percent reversals plus 49 percent withdrawals)
underscores the importance of OTDA’s assuming greater monitoring
responsibilities with the goal of improving the process. Such improve-
ments are needed to reduce the fiscal impact associated with the State and
districts losing fair hearings due to factors within their control. This is
especially important for New York City: this district receives 83 percent
of the issues decided, but only 13 percent of its determinations are
affirmed while 85 percent (32 percent reversals plus 53 percent withdraw-
als) are lost. 
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Preparation For
Hearings

Districts control or otherwise manage their case record filing systems.
They are responsible for knowing the location of the records at all times
because the records may be needed for case administration functions.
When districts do not prevail in many of the hearings, due to factors
within the district’s control, some individuals who are potentially ineligible
for benefits continue to receive them.

OAH maintains a database (FHIS) that contains outcome data on the
results of fair hearings.  For the purposes of our audit, we obtained from
OAH a listing of those outcomes and their related data which, according
to OAH represented issues which the districts lost primarily because the
districts were not prepared for the hearings.  Exhibits A and B at the end
of this report show in detail the reasons why the determinations of
districts statewide were not affirmed.

Using OAH data, we separated the data into discontinuances and
reductions.  Discontinuances relate to stopping a person’s aid; reductions
lessen a person’s aid.  OAH data showed that, for our audit period,
65,052 issues decided were lost statewide due to factors within the
districts’ control; 57 percent of the controllable defeats were discontinu-
ances and 30 percent were reductions.  The remaining 13 percent related
to remanded cases which we excluded from our analysis as these cases
have no fiscal impact. Table 2 below shows the number of issues which
the New York City and upstate districts lost (either through reversal or
withdrawal) because they were not prepared for the hearings.

Table 2

Discontinuances Reductions

New York City 41,628 21,910

Upstate Districts 992 522

Total 42,620 22,432

However, even if the districts were prepared for all the above hearings,
it is unlikely they would have had their determinations affirmed in every
issue decided.  Therefore, as shown in Table 3, we multiplied the case
totals above by the historical rate at which issues are won, to obtain a
reasonable estimate of the number of cases the districts could have won.
For New York City, we multiplied the above totals by 13 percent; for the
upstate districts, we applied a rate of 54 percent.  These rates were
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calculated by OAH and pertain to the period January 1, 1996 through
September 30, 1997.

Table 3

New York City Discontinuances Reductions

Total Issues Decided 41,628 21,910

Historical Win Rate .13 .13

Decisions That Could Have Been Won 5,412 2,848

Upstate Discontinuances Reductions

Total Issues Decided 992 522

Historical Win Rate .54 .54

Decisions That Could Have Been Won 536 282

To estimate the fiscal impact associated with the districts’ losing hearings
for reasons within their control, we obtained from OAH monthly fiscal
impact data. We adjusted these rates to account for the mix of TANF
cases and Food Stamp cases and for the discontinuances and reductions
within each category.

As shown in Table 4, we applied these adjusted monthly benefit rates to
the issues decided that we estimate would have been won by the districts,
to determine the monthly and semi-annual fiscal impact associated with the
issues decided.

Table 4

New York City Discontinuances Reductions

Issues Decided That Could Have Been Won 5,412 2,848

Monthly Rate $459 $119

Monthly Fiscal Impact $2,484,108 $338,912

Impact Over 6 Months $14,904,648 $2,033,472
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Upstate Discontinuances Reductions

Issues Decided That Could Have Been Won 536 282

Monthly Rate $459 $119

Monthly Fiscal Impact $246,024 $33,558

Impact Over 6 Months $1,476,144 $201,348

As shown in Table 4, we estimated that the fiscal impact associated with
hearings lost due to reasons within the districts’ control was $16,380,792
($14,904,648 + $1,476,144) for cases involving benefit discontinuances
and $2,234,820 ($2,033,472 + $201,348) for cases involving benefit
reductions, for a total of $18,615,612.  Exhibits C and D at the end of
this report show the details of our calculation for the New York City and
upstate districts, respectively.

In responding to our draft report, OTDA officials stated that the report
projects cost savings to the State in gross dollars without consideration of
the amount of State financial participation in any of the programs involved.
Additionally, OTDA officials stated that the fiscal calculations do not
appear to reflect any recognition of the costs associated with corrective
action.

Contrary to the statement by OTDA officials, our report does not attempt
to project cost savings to the State in gross dollars, without any consider-
ation of the State financial participation in any of the programs involved.
As we state consistently throughout the report, we attempted to estimate
the fiscal impact of districts’ losing hearing decisions due to factors within
their control.  On this basis, we projected a six month fiscal impact of
$18.6 million.  Our estimate of the Federal, State and local shares of this
amount are $5.3 million, $6.7 million and $6.6 million, respectively.

OTDA officials are correct that our projections of the fiscal impact of
districts losing hearing decisions due to factors within their control do not
reflect the costs associated with corrective actions.  It was not within the
scope of our audit to assess these costs.  Additionally, we believe it is the
responsibility of OTDA management to identify potential alternative
solutions to the problem of district failure to prevail at hearings, to assess
the relative merits of these alternatives, and to select the most appropriate,
cost effective alternative to resolving the problem.  Until the completion
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Timeliness of
Hearings

of such an objective process, it would not be possible to estimate the costs
associated with corrective actions.

Since delays in meeting federally-mandated time limits could result in
benefit overpayments that may not be recovered, OTDA should ensure
that OAH concludes hearings within the mandated time frames.

Reports from OAH’s FHIS database show those TANF, Safety Net (public
assistance) and Food Stamp fair hearings which were not concluded within
the stipulated time frames.  For our audit period, we used the information
contained in the database to identify the number of hearings that were not
concluded within the appropriate time frames. This information follows in
Table 5.

   Table 5

Public Assistance Food Stamps

New York City 27,950 3,608

Upstate Districts 4,361 744

Totals 32,311 4,352

OAH data showed that, for our audit period, 57 percent of the hearings
held during the period January 1, 1996 through September 30, 1997 were
discontinuances.  We applied this rate to the number of hearings not
concluded within the time frames to arrive at an estimated number of
hearings that would result in a discontinuance of benefits, as shown in
Table 6.

  Table 6

Public Assistance Food Stamps

New York City 15,931 2,057

Upstate Districts 2,486 424

Totals 18,417 2,481

At our request, OAH provided us with data which we used to calculate
that in 56 percent of cases, recipients continued to receive benefits while
awaiting their hearing decision. We applied this rate to the number of
cases that were discontinued to arrive at the number of discontinued cases
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where recipients continued to receive their benefits while awaiting the
conclusion of the hearing, as shown in Table 7.

   Table 7

Public Assistance Food Stamps

New York City 8,921 1,152

Upstate Districts 1,392 237

Totals 10,313 1,389
 

We applied OAH’s monthly benefit rates to the cases that we estimate
would have been won by the districts to determine the monthly fiscal
impact associated with the cases. We estimate that delays in concluding
hearings may have cost districts $2.8 million in excess benefit payments
during the 21 month period ended September 30, 1997. Exhibits E and F
at the end of this report contain details of our calculations for the New
York City and upstate districts, respectively.

In responding to our draft report, OTDA officials acknowledge that there
is a fiscal impact associated with untimely hearing decisions, but disagree
with our $2.8 million estimate of benefit overpayments for the 21 month
period ended September 30, 1997.  According to OTDA officials, the
actual fiscal impact of the untimely issuance of decisions can be deter-
mined only by calculating the number of days by which cases exceeded
the 90 and 60 day time frames.  OTDA officials included such statistics
in their response to the draft audit report (the highest average number of
days to decision issuance was 79 days for New York City decisions in
December of 1996, and nearly 82 days for Upstate decisions in January
1997), but did not provide these statistics to us during the course of the
audit.  Further, OTDA’s use of averages can be misleading.  In
calculating the averages, OTDA officials combined cases that were decided
in excess of the 90 day time frame with cases that were decided in less
than the 90 day time frame.  Because some of the averages provided by
OTDA are relatively close to the time limits, it is apparent that a
substantial number of New York City and Upstate decisions were not
rendered within the time frames.
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District Fair
Hearings
Procedures

OTDA regulations state that each district must develop its own procedures
to ensure that the necessary evidence is prepared to support hearing
decisions.  Regulation 91 INF-56 indicates steps must be taken to close
the case or reduce benefits immediately when a favorable decision is
issued to the district.

We sent a questionnaire to each of the State’s 58 districts to determine
how each district prepares for hearings and whether districts have
established adequate procedures for implementing decisions timely.  In
addition, we asked if the districts had any concerns with the hearing
process or if any improvements can be made. Fifty-four districts
responded to our survey questionnaire and provided the following
feedback.

! Forty-two districts do not formally train workers about the Fair
Hearings process.

! Five districts (Franklin, Livingston, Orange, Seneca and Washing-
ton) indicated decisions are implemented within ten days of the
decision date.  One district, Sullivan, responded that decisions are
implemented within five days of the decision date. 

! Oswego does not have a process in place to make benefit
adjustments for hearing decisions.  Oswego’s response indicates
the supervisor follows-up with the appropriate worker when the
district receives a notice from Albany that no action has been
taken.

! Twelve districts referred to the need to improve the scheduling of
hearings. The most consistent response (Broome, Essex,
Herkimer, Jefferson, and Tioga) relates to districts’ concerns about
the excessive number of recipients scheduled for hearings at the
same time, which impacts their ability to adequately prepare for
hearings.  OAH officials told us that they normally bundle 20
hearings before OAH sends a hearing examiner to a district.

 
! Six districts referred to the need for OAH to make more timely

hearing decisions and/or faster notification of hearing decisions.

! Seven districts indicated that OAH is too lenient in allowing a
client to adjourn a scheduled hearing.
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System Support

Responses to our questionnaire show that districts need clarification about
the OTDA’s procedures concerning the timeliness of implementing hearing
decisions. OTDA needs to clarify its procedures to the districts for
implementing hearing decisions.  The responses also show that districts
need additional training on how to prepare for hearings.  We believe the
responses further illustrate the need for OTDA to implement better
monitoring procedures and control techniques.

OAH has implemented procedures to ensure statutory requirements are
met for hearing decision timeliness.  OAH maintains the Fair Hearing
Information System (FHIS) to track the status of hearing requests.  FHIS
contains all outcome data on the results of hearings decisions.  In addition,
FHIS exception reports show hearing requests that remain active for more
than three weeks without a scheduled hearing date.  FHIS reports also
show all cases without a disposition within 60 days of the hearing request
date. OAH procedures require hearing supervisors to follow up on these
cases to ensure they are resolved promptly. 

District staff in Income Maintenance units use the Welfare Management
System (WMS), OTDA’s benefit payment authorization system, to
generate benefit payments for recipients.  However, we found that there
is no direct link between FHIS and WMS.  OTDA officials told us that
the current OTDA systems renovation project includes plans to link the
two systems. Until this linkage occurs, there is no way district staff in
Income Maintenance units can automatically access hearing decision
outcomes to make the necessary changes in benefit payments.  Districts
are responsible for developing a process to inform these Income
Maintenance staff about hearing decisions on a timely basis.  Districts
provide this information to staff through a separate manual process.  By
establishing the system support districts need, OTDA can help ensure
districts make timely adjustments to benefits to reflect hearing decisions.
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Recommendations

1. Monitor district Fair Hearings functions to ensure that districts
are prepared to support their determinations at hearings.

(OTDA officials acknowledged New York City as a major
concern, given that the audit report attributes to New York City
over 85 percent of all findings and 98 percent of all issues lost
due to controllable factors.  According to OTDA officials, the
New York City HRA has developed and is in process of
implementing a Paperless Office System with an electronic case
folder, which when completed, should enable the City to
establish management reports identifying problem areas on a
Center-by-Center basis.  OTDA will undertake selected
monitoring of Upstate districts based on statistical or other
information documenting slippage.)

2. Ensure that the timeliness standards for issuing hearings decisions
are met as required by OTDA regulation.

(OTDA officials stated that, as a result of welfare reforms in the
past three years, there has been an increase in hearings requests,
which has outpaced OTDA’s efforts to achieve timely issuance
of decisions, despite additional funding and staff.  Since 1995,
OAH has been authorized to hire an additional 35 positions,
including 18 hearing officers.  Additionally, according to
officials, OAH took steps to eliminate a backlog of 11,000
unscheduled TANF hearings and a similar effort has reduced the
backlog of employment related hearings.)

3. Provide training and assistance in those districts whose outcome
results indicate the need for such training and assistance.

(OTDA officials identified several initiatives they are engaged in
that will assist local districts in focusing on problem areas and
improving performance.  These initiatives include the Melrose
project, which is the initial phase of an electronic case file, and
the redesign of WMS, which will furnish a common intake
mechanism for multiple Federal programs in New York.)
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Recommendations (Continued)

4. Review the potential improvements in the Fair Hearings process
cited by the districts to determine if their implementation can
improve the process.

(OTDA officials stated that they will continue to work with local
districts to address expressed concerns and suggestions for
improvement.)

5. Establish adequate systems support to enable district staff to make
corrections to benefit payments more promptly.

(OTDA officials stated that programs linking WMS and FHIS
have been discussed, but are in abeyance due to Y2K
programming needs.  According to the officials, local districts
can use data from existing reports and data bases to develop
local tracking procedures.)
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Public Assistance
Adjustments

District Fair Hearings Practices

As part of our audit, we visited the Dutchess, Nassau, and Onondaga
districts to determine if they made the appropriate public assistance
adjustments for hearing decisions on a timely basis, if they established
accounts receivable for overpayments identified, and if district errors had
caused reversed and withdrawn requests to occur.  We selected these
districts based on the results of their hearings.  We randomly sampled 50
hearing decisions at each district from OAH’s Decisions Issued reports for
the period January 1, 1996 through October 15, 1997.  Our sample at
each district consisted of 25 affirmed decisions and 25 reversed or
withdrawn decisions.  For each decision included in our sample, we
reviewed the public assistance payment histories and information
maintained in the district case files to determine whether the appropriate
public assistance adjustments were made on a timely basis. We found that
the districts had not made the appropriate public assistance adjustments for
hearing decisions on a timely basis in 16 percent of the cases (24/150) that
we reviewed.  We also found the districts had not established an account
receivable in most of the appropriate cases.  Furthermore, we found that
district errors had caused 20 percent of reversed and withdrawn hearing
requests to occur.

Regulation Part 358-6.4 states that definitive and final administrative action
must be taken timely for all decisions, except those involving Food Stamps
only, but in no event more than 90 days from the date of the request for
a hearing.  If the decision will result in an increase in household Food
Stamp benefits, the increase must occur within 60 days from the
household’s request for a hearing.  Decisions which result in a decrease
in household Food Stamps benefits must be reflected on the next scheduled
issuance following the receipt of the hearing decision.  Regulation Part
358-6.6 requires the district to comply with an issued hearing decision,
even if the district decides to appeal the hearing decision. OTDA
procedure 91 INF-56 requires districts to take immediate steps to close the
case or reduce benefits when a favorable decision is issued to the district.
Additionally, if Aid to Continue was authorized, districts must take
immediate steps to recoup those funds.

During our visit at Dutchess, we found the district did not make the
proper public assistance adjustment timely for 7 of the 50 cases reviewed,
a 14 percent exception rate.  Specifically, we found four public assistance
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overpayments totaling $3,513 and three public assistance underpayments
totaling $12,618.  We describe the details of these cases below.

! The district did not implement two hearing decisions.  As a result,
the district made public assistance payments totaling $2,199 to
appellants in these cases during periods for which they were not
entitled to benefits.

! The district paid Aid to Continue totaling $1,314 while awaiting
decisions for two affirmed hearings.  Our audit showed that the
appellants were ineligible for benefits.

! In one case, the district did not restore the client’s public
assistance and continue the client’s assistance unchanged as
instructed by the hearing decision because it was appealing the
original decision.  As of October 1997, 14 months had elapsed
since the original decision and the client had not received $12,250
of assistance she was entitled to receive.

! In another case, the district underpaid a client $335 in benefits
because it implemented the decision one month late.

! The district also underpaid a client $33 in benefits in the first
month after the hearing decision for another case.

At Nassau, we found the district did not make the proper public assistance
adjustment timely for 12 of the 50 cases reviewed, a 24 percent exception
rate.  Specifically, we found eight public assistance overpayments totaling
$9,461, one public assistance underpayment totaling $2,059, and three
cases in which the district implemented the hearing decisions late.

! Nassau paid Aid to Continue totaling $8,937 while awaiting
decisions for seven affirmed hearings for periods ranging from 30
to 152 days, during which the appellants were ineligible for
benefits.

! The district overpaid the client $236 for Food Stamps and $288
for Safety Net benefits because this case involved an “expedited”
request for public assistance due to emergency circumstances.  The
client was later determined to be ineligible after benefit payments
had been made. 
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! In one case, the district underpaid a client $2,059 because it could
not document its redetermination of a client’s eligibility for a
broker’s fee and furniture allowance. 

! Nassau also overpaid a client $496 because it had implemented a
decision 214 days late.  However, the district took steps to recoup
the overpayment.

! In another case, the district delayed paying a client $1,173, the
proper retroactive benefits required by the hearing decision, until
146 days after the decision date. 

! Nassau also delayed by 142 days imposing a 45-day public
assistance sanction equaling a $705 reduction in benefits.

At Onondaga, we found that district employees did not make the proper
public assistance adjustment timely for 5 of the 50 cases reviewed, a 10
percent exception rate.

! Onondaga paid Aid to Continue totaling $1,174 while awaiting
decisions for four affirmed hearings during periods ranging from
31 to 90 days for which the appellants were ineligible for benefits.

! The district also delayed 48 days reducing a recipient’s benefits
totaling $1,140.

We asked the district Fair Hearings managers why these exceptions
occurred. The Dutchess manager said that these cases were probably
isolated instances. She indicated that one hearing accounted for most of
the dollar findings ($12,250) in our case review.  She said the district was
unaware it was required by Regulation Part 358-6.6 to make public
assistance adjustments for decisions under appeal.  As a result, the client
did not receive benefits to which she was entitled. The Nassau and
Onondaga managers stated their districts sometimes receive the official
hearing decision notification late from OAH.  As a result, these districts
are not always able to implement hearing decisions in a timely fashion.

Improvements are needed to correct procedures used by the districts we
visited relative to processing of Fair Hearing decisions.  Districts must
ensure their practices result in timely and accurate benefit payments to
recipients. 
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Accounts
Receivable

During the time of our audit, OTDA procedure 90 LCM-204 requires
districts to make reasonable efforts to collect public assistance
overpayments involving $35 or more.  For a closed case, the district
should send a letter after the case closing informing the former recipient
of the outstanding overpayment balance and requesting voluntary
repayment or agreement to a repayment plan.  If this first effort is not
successful, collection efforts must continue so long as they are cost
effective or if the overpayment involves fraud.  Continued efforts include
additional letters advising the client that legal action may be taken, use of
collection agents and/or legal action itself.  Collection efforts should be
suspended on those cases in which, after thorough investigation, it is
determined that the individual is unable to pay.  The district must maintain
a record of the outstanding overpayment in the event that the former
recipient’s financial circumstances change or the case is reopened.
Furthermore, districts should routinely review of closed public assistance
cases with outstanding overpayments which have had no collection activity
within one year of the review.

In our examination of the 150 cases sampled for review at the three
districts we visited, we found that Dutchess, Nassau and Onondaga had
made no attempts to recoup overpayments involving the discontinuance or
the reduction of benefits.  We identified four discontinuance cases at
Dutchess, eight cases at Nassau and one case at Onondaga.  In none of
these cases did the district send a letter to the former recipient requesting
voluntary repayment or agreement to a repayment plan.  Further, the
districts did not establish an account receivable for the outstanding
overpayment in any of these cases.

Dutchess and Nassau Fair Hearings managers told us their districts do not
attempt to recoup overpayments for cases when they discontinue public
assistance because they believe clients lack the ability to repay the district.
However, OTDA procedures require the district to perform a thorough
investigation before determining that the client is unable to pay.  We
found no evidence these districts had performed such an investigation. By
not actively pursuing recovery of public assistance overpayments to former
recipients, the districts do not recognize an additional revenue source for
both the district and the State.  OTDA needs to ensure that the districts
seek the recovery of monies they overpaid to recipients.

The Onondaga Fair Hearings manager told us that one of the benefit
reduction cases had been referred to the district’s Collection Department,
but that an overpayment amount had yet to be determined.  She also told
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Documentation for
Lost Cases
 

us a recoupment log had been established for another benefit reduction
case.

At a hearing involving a district’s denial of an application for benefits or
a district’s refusal to increase benefits which a recipient claims are
inadequate, OTDA regulations require that the appellant prove that the
district’s determination about benefit eligibility or benefit amount is
incorrect. If the hearing involves a district’s decision to discontinue or
reduce current benefits, the district must prove that its determination is
correct by presenting adequate supporting documentation.

We reviewed supporting hearing documentation that Dutchess, Nassau and
Onondaga maintained to determine whether the districts could show they
had legitimate reasons for withdrawn requests and reversals. We found
that Dutchess could support the reasons for its withdrawn requests and
reversals. However, documentation showed that district errors had caused
20 percent (5/25) of the hearing requests in Nassau and 8 percent (2/25)
of the hearing requests in Onondaga.  In one Onondaga case, the district
had to withdraw from the hearing because it lost the client “Appointment
Notice” for a meeting to determine a recipient’s continued public
assistance eligibility.  Without such evidence, the district could not show
the client had ample opportunity to prove eligibility.  In another case the
district had issued a client notice with an incorrect effective date.  As a
result of these errors, the district had to restore all benefits and withdraw
from the  hearing.

The district Fair Hearings managers could not explain why these errors
had occurred.  By not properly documenting that they have considered all
the eligibility criteria when making benefit decisions, the district may not
be paying public assistance clients and applicants all the benefits they are
entitled to.
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Recommendations

6. Ensure Fair Hearing decisions are implemented timely.

(OTDA officials stated that they continue to enhance local
district capabilities in a number of ways, including mailing issued
decisions to each district and HRA income support center on a
daily basis and implementing a compliance tracking system,
which has enabled OAH to electronically transmit notifications
of compliance complaints to every district/center within 24 hours
of receipt.)

7. Make the appropriate retroactive benefit payments for the under-
payments identified.

(OTDA officials partially responded to this recommendation.
OTDA officials stated that this function will continue to require
local district input to assure timely issuance of retroactive
payments, because of a lack of system support linking WMS and
FHIS.  In our judgment, OTDA officials should take steps to
ensure that the local districts make the appropriate retroactive
benefit payments to rectify the under-payments we identified in
this report.)

8. Establish a record of the outstanding overpayments identified.
Assess whether these overpayments are collectable and, if so,
renew recovery efforts.

9. Ensure the necessary cost-effective steps are taken timely to
actively recover public assistance overpayments to former
recipients.

(In response to recommendations 8 and 9, OTDA officials stated
that each district will have to establish its own tracking system
for overpayments due and potentially collectible, due to the lack
of automated reports from WMS.)

10. Ensure districts maintain case record documentation to support
their benefit determinations

(OTDA officials stated that Division of Temporary Assistance
staff stress the need for local districts to establish reliable case
records and to have data available for review.)



Exhibit B

Total Issues Decided That Were Lost Due To
Factors Within Upstate Districts’ Control

January 1, 1996 through September 30, 1997

Code Description Issues Decided

01 Agency Notice Defective 136

41 Agency Notice Defective 2

Subtotal Agency Notice Defective 138

02 Agency Verification and/or Eligibility Procedure Defective 1,030

04 Agency Either Misapplied Law, Regulation or Policy or there was no authority for 1,423
their Action

42 Agency Verification and/or Eligibility Procedure Defective 41

44 Agency Either Misapplied Law, Regulation or Policy or there was no authority for 39
their Action

Subtotal Involving Incorrect Eligibility Determinations 2,533

03 Agency Hearing Presentation Deficient (Insufficient Documents, Testimony, etc..., but 495
all or part of case record present)

43 Agency Hearing Presentation Deficient (Insufficient Documents, Testimony, etc..., but 26
all or part of case record present)

Subtotal Involving Inadequate Hearing Presentations 521

05 Agency Failed to Produce Appellant’s Case Record 410

20 Agency is not Prepared to Process &/or does not have Appellant’s Case Record 910

45 Agency Failed to Produce Appellant’s Case Record 3

Subtotal Involving No Case Record 1,323

07 Agency Failed to Send Requested Documents to Appellant 10

Total Issues Decided That Were Lost Due to Controllable Factors 4,525

Average Number of Issues Decided Per Decision Issued 2.6

Adjusted Number of Lost Decisions That Affect Benefit Payments 1,740



Exhibit A

Total Issues Decided That Were Lost Due To
 Factors Within New York City’s Control

January 1, 1996 through September 30, 1997

Code Description Issues Decided

01 Agency Notice Defective 6,082

41 Agency Notice Defective 27

Subtotal Agency Notice Defective 6,109

02 Agency Verification and/or Eligibility Procedure Defective 6,835

04 Agency Either Misapplied Law, Regulation or Policy or there was no authority for 9,681
their Action

42 Agency Verification and/or Eligibility Procedure Defective 618

44 Agency Either Misapplied Law, Regulation or Policy or there was no authority for 202
their Action

Subtotal Involving Incorrect Eligibility Determinations 17,336

03 Agency Hearing Presentation Deficient (Insufficient Documents, Testimony, etc..., but 14,611
all or part of case record present)

43 Agency Hearing Presentation Deficient (Insufficient Documents, Testimony, etc..., but 700
all or part of case record present)

Subtotal Involving Inadequate Hearing Presentations 15,311

05 Agency Failed to Produce Appellant’s Case Record 35,797

20 Agency is not Prepared to Process &/or does not have Appellant’s Case Record 105,416

45 Agency Failed to Produce Appellant’s Case Record 1,077

Less: Code 24 Withdrawals and Unrelated Employment Sanctions (27,805)

Subtotal Involving No Case Record 114,485

07 Agency Failed to Send Requested Documents to Appellant 127

Total Issues Decided That Were Lost Due to Controllable Factors 153,368

Average Number of Issues Decided Per Decision Issued 2.1

Adjusted Number of Lost Decisions That Affect Benefit Payments 73,032



Exhibit C

Six-Month Estimate of The
Fiscal Impact of New York City Hearing Losses

a.  Adjusted Number of Lost Decisions That Effect Benefit Payments:

Discontinuances: Percent Discontinued
73,032 * 57% = 41,628 

Reductions: Percent Reduced
73,032 * 30% = 21,910 

b.  Calculation of The Number of Hearings won:

Discontinuances: Percent Won
41,628 * 13% = 5,412 

Reductions: Percent Won
21,910 * 13% = 2,848 

c.  Calculation of Monthly Cost Associated With Controllable Hearing Defeats:

Discontinuances:
5,412 * $459 = $2,484,108 

 
Reductions:

2,848 * $119 = $338,912 

d.  Costs Associated With Controllable Hearing Discontinuances and Reducations:

Discontinuances: Months
$2,484,108 * 6 = $14,904,648 

Reductions: Months
$338,912 * 6 = $2,033,472 

Total Fiscal Impact of New York City Hearing Losses $16,938,120 



Exhibit D

Six-Month Estimate of The
Fiscal Impact of Upstate Districts Hearings Losses

a. Adjusted Number of Lost Decisions That Effect Benefit Payments:

Discontinuances: Percent Discontinued
1,740 * 57% = 992 

Reductions: Percent Reduced
1,740 * 30% = 522 

b. Calculation of The Number of Hearings Won:

        Discontinuances:          Percent Won
992 * 54% = 536 

Reductions: Percent Won
522 * 54% = 282 

c.    Calculation of Monthly Costs Associated with Controllable Hearing Defeats:

Discontinuances:
536 * $459 = $246,024 

 
Reductions:

282 * $119 = $33,558 

d. Costs Associated with Controllable Hearing Discontinuances and Reductions
Discontinuances: Months

$246,024 * 6 = $1,476,144

Reductions: Months
$33,558 * 6 = $201,348

Total Fiscal Impact of Upstate Districts Hearing
Losses $1,677,492



Exhibit E

Fiscal Impact of New York City Hearing Timeliness
January 1, 1996 through September 30, 1997

Public Assistance:
Cases Over 90 Days Percent of Cases Discontinued

27,950 * 57.00% = 15,931 

Public Assistance Rate Months
$480 * 3 = $1,440 

Cases Discontinued Percent of Cases Receiving Continuing Aid
15,931 * 56.00% = 8,921 

Cases Receiving Continuing Aid
8,921 * $1,440 = $12,846,240 

Food Stamps:
Cases Over 60 Days Percent of Cases Discontinued

3,608 * 57.00% = 2,057 

Food Stamp Rate Months
$137 * 2 = $274 

Cases Discontinued Percent of Cases Receiving Continuing Aid
2,057 * 56.00% = 1,152 

Cases Receiving Continuing Aid
1,152 * $274 = $315,648 

Subtotal $13,161,888 

New York City Win Rate .13 

Total Fiscal Impact of New York City Hearing Timeliness $1,711,045



Exhibit F

Fiscal Impact of Upstate District Hearing Timeliness 
January 1, 1996 through September 30, 1997

Public Assistance:
Cases Over 90 Days Percent of Cases Discontinued

4,361 * 57.00% = 2,486 

Public Assistance Rate Months
$480.00 * 3 = $1,440.00 

Cases Discontinued Percent of Cases receiving Continuing Aid
2,486 * 56.00% = 1,392 

Cases Receiving Continuing Aid 
1,392 * $1,440.00 = $2,004,480.00 

Food Stamps:
Cases Over 60 Days Percent of Cases Discontinued

744 * 57.00% = 424 

Food Stamps  Rate Months
$137.00 * 2 = $274.00 

Cases Discontinued Percent of Cases Receiving Continuing Aid
424 * 56.00% = 237 

Cases Receiving Continuing Aid
237 * $274.00 = $64,938.00 

Subtotal $2,069,418 

Upstate Win Rate .54 

Fiscal Impact of Upstate District Hearing Timeliness $1,117,486
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