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Scope of Audit

Audit Observations
and Conclusions

Executive Summary

Office of Temporary and Disability Assistance
Welfare Fraud Detection Programs

During April 1997, about 1.3 million New Yorkers received some form of
public assistance (also known as welfare).  New York’s public assistance
programs are administered by 58 local social services districts, including the
Human Resource Administration (HRA) of New York City.  The districts,
which are now overseen by the Office of Temporary and Disability Assistance
(OTDA), were administered by the Department of Social Services (Depart-
ment) during our audit period.  In accordance with Federal regulations, the
Department developed a number of programs for ensuring that welfare
benefits are provided to eligible applicants only.  These programs include the
Front End Detection System (in which applications for public assistance are
reviewed for indicators of possible fraud), the Automated Finger Imaging
System (in which images of applicants’ index fingers are stored on a
Department database), and the Eligibility Verification Review (in which all
applications in New York City are reviewed intensively).

Our audit addressed the following questions about the operation of welfare
fraud detection programs in New York City and in Monroe, Oneida,
Schenectady and Suffolk Counties during the period July 1, 1994 through
March 31, 1997:

! Were the welfare fraud detection programs administered effectively
and efficiently?

! Were the welfare fraud detection programs cost-effective?

We found that improvements can be made in the administration of welfare
fraud detection programs in the five districts covered by our audit.  In
addition, because of limitations in the Department’s information system, we
could not evaluate the cost-effectiveness of individual welfare fraud detection
programs.

We reviewed a random sample of 203 applications at the five districts
covered by our audit.  We found that the procedures were not always
followed in the New York City,  Monroe and Oneida districts.  We further
found that, in the New York City district, the income information reported by
applicants often was not verified as required.  As a result of these practices,
welfare fraud is less likely to be prevented in these three districts.  We



Comments of
OTDA Officials

recommend that these districts follow all fraud detection procedures.  (See pp.
5-9)

All applicants for public assistance must be finger imaged.  However, we
found that 11 of the 203 applicants in our sample had not been finger imaged.
To help ensure that all applicants are finger imaged, we recommend that
applications for public assistance not be fully processed unless documentation
of finger imaging is included in the applicant’s case file.  (See pp. 11-14)

After public assistance applicants in New York City are interviewed in their
local social services office, they are required to be interviewed by an
investigator at a central location, where their application is to be more
thoroughly reviewed.  However, we found that some of the reviews
conducted at the central location were not thorough.  For example, contrary
to requirements, information that should have been provided in person was
provided over the phone.  We also found that the central reviews duplicated
some of the work done at the local social services offices.  In addition, we
identified two applicants who were ruled ineligible by their local social
services offices, but were still referred to the central location for further
review.  We recommend improvements in the procedures used in New York
City district offices.  (See pp. 15-17)

The Department reported that, during the ten months ended January 31, 1997,
its welfare fraud detection programs had prevented about $226 million in
public assistance payments to ineligible applicants.  We examined the
procedures used to calculate and report on these cost savings and found that
improvements could be made.  For example, the savings reported by New
York City may be overstated.  We also determined that the savings informa-
tion would be more useful if savings were reported for each individual fraud
detection program, as well as in total, and if the savings generated by each
program were compared to the costs incurred in operating the program.  (See
pp. 19-21)

In addition, the case files relating to 38 of the 203 applications in our sample
either were incomplete or could not be located at all.  New York City district
officials told us they had located or otherwise accounted for 22 of these case
files, but they would not let us see the files.  These missing records could
create problems for the districts in performing their duties, and could also be
indicators of fraud because the absence of a complete case file could indicate
inappropriate benefit payments.  We recommend that action be taken to
improve district recordkeeping practices and investigate the missing files in
the New York City district.
(See pp. 23-24)

OTDA officials, on their behalf and on behalf of the social services districts
included in the scope of this audit, responded to the 18 recommendations
included in the report.  The response contained a mixture of agreement and
disagreement with the recommendations.  OTDA’s complete response is
included as Appendix B to this report.
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On August 20, 1997, the Governor signed welfare reform legislation that abolished the Department of1

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 (Office).  OTDA now has oversight responsibility for
these fraud detection programs.

 Effective August 22, 1996, the Aid to Families with Dependent Children program was replaced with a2

Federal block grant program called Temporary Assistance to Needy Families.  However, at the time of our audit,
the Department continued to use Aid to Families with Dependent Children to provide assistance, because the New
York State Legislature had not yet amended State statutes to accommodate the Federal changes.

Background

Audit Scope,
Objectives and
Methodology

Introduction

The New York State Office of Temporary and Disability Assistance  (OTDA)1

provides financial and social service support to needy persons through a wide
range of programs and services, including financial assistance, food stamps,
and medical assistance.  The State’s 58 local social services districts
(districts), including the Human Resource Administration (HRA) of New
York City, verify clients’ eligibility for these programs and administer the
programs.  During April 1997, about 1.3 million people  received some form
of public assistance (also known as welfare).  Cash assistance to needy people
is provided under two main categories: Aid to Families with Dependent
Children,   which grants financial assistance to eligible families with children2

who cannot fully support themselves; and Home Relief, which grants financial
assistance to eligible adults and families without children. 
 
Federal regulations and Section 134-b of the Social Services Law require
each social services district to establish procedures to identify, investigate and
resolve potential cases of fraud, misrepresentation or inadequate documenta-
tion on the part of applicants for public assistance.  To meet this mandate, the
Department developed many programs to identify and control welfare fraud.
These programs rely on the cooperation of local districts and other states, and
are designed to ensure that only eligible people receive public assistance.  The
programs developed by the Department include the Front End Detection
System, the Resource File Integration system, the Automated Finger Imaging
System, and the Eligibility Verification Review. 

During the course of this audit, we reviewed the Department’s administration
of fraud detection applications for assistance.  Therefore, we refer to
Department regulations and procedures throughout this report.  It is important
to note, however, that our recommendations are made to OTDA, the agency
that has since assumed responsiblity for their implementation.
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We audited the Department’s welfare fraud detection programs for the period
July 1, 1994 through March 31, 1997.  The objectives of our performance
audit were to determine whether the programs were administered effectively
and efficiently, and whether the programs were cost-effective.  To accomplish
our objectives, we interviewed officials and reviewed records in the Depart-
ment’s central office and in the districts of  Monroe, New York City, Oneida,
Schenectady, and Suffolk.  At the district offices we also randomly sampled
203 applications for public assistance made between January 1, 1996 and
September 30, 1996.

Our audit did not include a review of the cost-effectiveness of the Automated
Finger Imaging System, because the Department, in accordance with
legislation establishing a finger imaging project in several pilot counties,
contracted with an outside consultant to evaluate the start-up and continuing
costs for maintaining and utilizing the system, and the savings in preventing
and deterring clients from committing fraud.  We also did not review the
Automated Listing of Eligibility Requirements Tracking System (ALERTS),
which is intended to combine information about public assistance recipients
from various sources, because the Department and the districts were
implementing the system during our audit.

Except for the scope limitation described in the following paragraph, 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 of the Department which were
included within the 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 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 management.  

To help ascertain whether the Department’s welfare fraud detection programs
were working as intended, we requested a total of 203 randomly selected case
files from five districts.  However, we were denied access to 22 case files by
district officials in New York City.  As a result, we were unable to fully
assess the effectiveness and efficiency of the welfare fraud detection programs
in this district.  Except for any effects from this restriction to our audit scope,
we believe that our audit provides a reasonable basis for our findings,
conclusions and recommendations.
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Response of OTDA
Officials

We use a risk-based approach when selecting activities for audit.  We
therefore focus 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, we use finite audit resources 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 activities that may be functioning properly.  

A draft copy of this report was provided to OTDA officials for their review
and comment.  Their comments have been 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 Comptroller, 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.



4



5

Referral of
Applications 

Front End Detection System 

Chapter 41 of the Laws of 1992 requires that, in accordance with regulations
promulgated by the Department, each district establish a Front End Detection
System (FEDS) to identify fraudulent applications for public assistance.
FEDS requires the staff who determine eligibility for public assistance to refer
cases containing indicators of possible fraud to investigative staff for a more
intensive review.  We examined FEDS implementation in five districts and
found opportunities for improvement in the referral and investigation process.

Department procedures required that each application for public assistance be
reviewed for certain indicators of possible fraud.  Examples of these
indicators include unreported employment and denial of  public assistance
benefits in the past.   If an application outside the New York City district
contained any of the indicators, it should have been referred to investigative
staff for a more intensive review, and this referral was supposed to be
documented on a form designed for this purpose.  In the New York City
district, all applications for public assistance were referred for more intensive
review after an initial review; if any indicators of possible fraud were
identified in the initial review, they should have been documented for follow-
up in the more intensive review.

To determine the extent to which these procedures were followed, we
selected for review the case files relating to 203 randomly selected public
assistance applications that were made between January 1 and September 30,
1996.  Our sample included 100 applications in the New York City district,
28 applications in the Monroe district, 25 applications in the Oneida district,
25 applications in the Schenectady district, and 25 applications in the Suffolk
district.  (As discussed later in this report, the case files were incomplete or
could not be located for 30 applications in the New York City district, one
application in the Monroe district, three applications in the Oneida district,
and four applications in the Schenectady district, so our reviews in these
districts were reduced accordingly.)

We found that the procedures were generally followed in the Schenectady and
Suffolk districts, but were not always followed in the New York City, Monroe
and Oneida districts:
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! In New York City, for 16 of the 23 applications where there were
indications of possible fraud, referrals containing information about
these fraud indicators were not made to the staff performing the more
intensive eligibility verification.  Consequently, the staff performing
the more intensive review of these applications were not aware of
these indicators.  

! In the Monroe district, we were told by Monroe County officials that
Aid to Families with Dependent Children applications were not
routinely referred for investigation, even when the applications
contained indicators of possible fraud.

! In the Oneida district, the referral form was not included in the case
file for six of the applications that contained indicators of possible
fraud.  Oneida officials agreed that these applications were not
referred for further investigation.

As a result of these practices, welfare fraud is less likely to be prevented in
the New York City, Monroe and Oneida districts.  Department  officials told
us that they were in the process of developing training that should improve
the way public assistance applications are processed. Monroe district officials
noted that potential cases of fraud in Aid to Families with Dependent Children
may be referred for investigation through the district’s telephone fraud hotline
or through local police departments; however, they told us that, in the future,
they will try to comply with FEDS referral requirements.  In response to our
audit findings,  Oneida district officials told us that they revised their FEDS
referral procedures and redesigned their FEDS referral form to help ensure
that the form is submitted to investigators.  

When an application with indicators of possible fraud is referred for further
investigation, district caseworkers are responsible for monitoring the
investigation to ensure that all questionable matters are resolved before the
application is approved.  However, in the Monroe and Oneida districts, when
the applications in our sample were referred for further investigation, the
referrals were not recorded in the case files.  As a result, the caseworkers in
these districts did not have a basis for monitoring FEDS referrals.  

We further found that, pursuant to Department regulations, applicants referred
for investigation in the Monroe district were approved for benefits before their
investigations are complete.  As a result, payments may have been made to
individuals who were later determined to be ineligible for the payments.  In
addition, the New York City district did not require its staff to use a
preprinted checklist when reviewing public assistance applications to provide
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assurance that all indicators of possible fraud are considered and all other
required procedures are followed. 

Recommendations

1. In districts other than New York City, ensure that public assistance
applications with indicators of possible fraud are referred for
investigation, and benefits are not paid to the applicants until the
investigations are complete.

(According to OTDA officials, the Oneida County Department of
Social Services has implemented this recommendation.  Also
according to OTDA officials, contrary to our report, officials of the
Monroe County Department of Social Services previously stated
they complete FEDS investigations on high risk AFDC cases.
However, in responding to our preliminary audit findings, Monroe
County officials stated that while they complete FEDS
investigations on high risk AFDC cases, they would expand their
investigative efforts to other AFDC cases.  Regarding not paying
public assistance benefit until investigations are complete, OTDA
officials stated FEDS regulations prohibit delaying case openings.
While we recognize the existence of such regulations and agree that
they currently preclude districts from delaying eligibility
determinations while investigations are being conducted, based on
the results of our audit, OTDA may want to consider amending the
regulations to ensure applicant eligibility before benefit payments
begin.)

2. In New York City, ensure that  indicators of possible fraud are
identified in the initial public assistance application and are
documented for follow-up in the more intensive review of the
applications.
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Recommendations (continued)

(OTDA officials suggested that this recommendation is based upon
a misunderstanding of HRA’s procedures.  According to OTDA
officials, HRA implemented the EVR program, which subsumed
FEDS, and under EVR all applicants are selected for intensive
eligibility screening by fraud investigators.  Also according to
OTDA officials, the referral form is used only as an alert
mechanism, and not to designate which cases may require more
intensive review.  However, as stated in our report, for 16 of 23
applications for public assistance in New York City where there
were indications of possible fraud, referrals containing information
about these fraud indicators were not made to the investigative staff
performing the more intensive eligibility verifications.
Consequently, the investigative staff performing the more intensive
review of these applications were not aware of these indicators.
Therefore, we continue to maintain that HRA needs to ensure initial
indicators of fraud are documented in the case files.)

3. Ensure that FEDS referrals are recorded in the case files.

(According to OTDA officials, Monroe and Oneida County officials
have taken steps to implement this recommendation.  HRA officials
responded to OTDA that they have an automated mechanism for
ensuring all referrals are made.)

4. Require HRA staff to use a preprinted checklist when reviewing
public assistance applications.  

(In response to this recommendation, HRA’s Executive Deputy
Commissioner advised OTDA that the Income Support Program has
an Application Procedures Manual which includes written
procedures for processing public assistance cases and is issued to
every eligibility specialist.  Although HRA has a procedures
manual, we maintain that our findings support development of a
checklist as a mechanism for ensuring all indicators of possible
fraud are considered and all other required procedures are followed.
Additionally, in their response to our preliminary audit findings,
OTDA officials agreed that written procedures and checklists
should be available to eligibility workers during the application
process.)
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Verification with
External Databases

As part of its fraud detection efforts, the Department developed a system
called the Resource File Integration system (RFI) to compare income
information provided by applicants with financial information contained in the
files of various banks, State agencies and Federal agencies.  These files
include those that were maintained by the Department, and others maintained
by the New York State Department of Taxation and Finance, the New York
State Department of Labor, the Federal Social Security Administration, and
the Federal Internal Revenue Service.  Department procedures required that,
for each application, district  caseworkers should print the financial informa-
tion that is compared, resolve any discrepancies in the information, document
their resolution of these discrepancies in the form of detailed notes to the case
files, and indicate whether the applicants are eligible for benefits or should be
referred for further investigation.

However, in our review of the 70 available applications in the New York City
district, we identified 26 applications in which caseworkers did not follow
these procedures.  For example, for eight of the cases, there were no printouts
in the case files indicating that the caseworkers reviewed the outside data.
Additionally, for 18 cases, there was no evidence in the files that caseworkers
resolved discrepancies in the financial information before processing the
cases. 

As a result of these practices, the New York City district is more likely to pay
benefits to ineligible applicants.  New York City district officials told us that,
for the 18 cases noted above, the information provided by the RFI match was
consistent with the information provided by the applicant, and therefore there
were no discrepancies to resolve.  However, the officials declined to give us
documentation that supports their claim. 

Recommendation

5. Ensure that HRA staff follow the required procedures when
performing RFI matches.

(According to OTDA, HRA officials agreed with this
recommendation.  In May 1997, match processing was centralized
to ensure greater compliance with procedures.)
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Implementation in
the Districts

Automated Finger Imaging System 

The Department, in accordance with State legislation, contracted with a
private vendor to implement the Automated Finger Imaging System (AFIS).
AFIS is intended to protect the State’s public assistance programs against
fraud by detecting clients who are already receiving benefits elsewhere in
New York State or are receiving benefits under more than one name.  The
AFIS process requires all applicants to be photographed and have their two
index fingers imaged. AFIS compares the finger images with the images
stored in its database and reports whether the applicant’s images match any
of the stored images.  The Department also stated that it was planning to
compare the finger images in its database with the finger images of welfare
recipients maintained by other states.  It is therefore crucial for the success
of this program that all districts ensure that all applicants are finger imaged.
However, we found that some applicants are not finger imaged. 

To determine the extent to which finger imaging procedures are followed at
the districts, we reviewed our random sample of 203 public assistance
applications at five districts.  We found that the procedures were generally
followed in the Oneida district.  However, in the other four districts, the
procedures were not always followed and some applicants were not finger
imaged, as follows:

! In the New York City district, 28 of the 70 available case files
contained no indication that the applicants had been finger imaged.
We determined that 6 of the 28 applicants were special cases not
requiring finger imaging.  When we checked the remaining 22
applicants on the AFIS, we found that 13 of the applicants had been
finger imaged, but nine of the applicants had not been finger imaged.

! In the Suffolk district, 8 of the 25 sampled case files contained no
indication that the applicants had been finger imaged.  We could not
check these eight applicants on the AFIS, because prior to January
1997, the Suffolk district did not use the same finger imaging system
that was used by the rest of the State, but used its own finger
imaging system instead, and the data from this system was no longer
available.  
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! In the Schenectady district, 6 of the 21 available case files contained
no indication that the applicants had been finger imaged.  When we
checked these applicants on the AFIS, we found that five of the six
applicants had been finger imaged, but one applicant had not been
finger imaged.

! In the Monroe district, 1 of the 27 available case files contained no
indication that the applicant had been finger imaged.  When we
checked this applicant on the AFIS, we found that the applicant had
not been finger imaged.  

When applicants are not finger imaged, welfare fraud is less likely to be
prevented.  When finger imaging is not documented in the case files,
supervisors have less assurance that the required procedures have been
followed in processing the application.  We note that, in the New York City
district, different offices use different procedures to document finger imaging
in the case files.  For example, two offices forward the printout of the AFIS
match results to the caseworker for inclusion in the case record.  At another
center, the AFIS operator makes a notation on a standard form that finger
imaging was completed, while the fourth center we reviewed  uses its own
form to notify the caseworker that finger imaging was completed.  However,
at all four centers, applications can be processed without documentation that
the applicant was finger imaged.  
The Department performed periodic matches of its file of active public
assistance recipients against the AFIS file, and instructed the districts to finger
image any recipients not included in the AFIS file.   When this match was
done in November 1996, two of the sampled applicants from New York City
with no finger images on file were active public assistance recipients, and
therefore should have been detected by the match.  However, we found that
these two applicants were not detected by the match.  When we notified
Department officials about the two applicants, they determined that one of the
applicants was still receiving public assistance, and said they would instruct
HRA to finger image this individual.  We note that the Department’s periodic
match would not be necessary if it had a system in place that automatically
flagged applications that have not been through the finger imaging process.
Department officials stated that their plans to implement welfare reform
include updating WMS with AFIS information.
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Recommendations

6. Require that AFIS match results be included in the case files before
making eligibility determinations.

(According to OTDA, the social services districts have established
unique procedures regarding AFIS match results reports; some
districts file the match results in the case files while others use an
annotated form.  OTDA officials stated all districts share the ability
to inquire into AFIS to assure finger imaging procedures were
followed.  However, our audit identified 23 cases where case files
did not document that applicants had been finger imaged.  Further,
for those 15 cases where the AFIS system could have been checked,
we found no such indication in the files.  For the remaining 8 cases,
the AFIS system was not available to the district because, before
January 1997, the district did not use the same finger imaging
system as the districts in the rest of the State.)

7. Review the AFIS/WMS match process and correct the process so
that it detects all cases that should be flagged.

(OTDA officials stated that the AFIS/WMS match process does not
need correction and that this recommendation fails to acknowledge
timing issues which affect all types of computer matches.  While we
recognize that timing differences can affect the accuracy of
computer matches, our audit identified two cases where timing
differences were not the cause for applicants not being finger
imaged.  Consequently, we urge OTDA officials to reconsider their
disagreement with this recommendation.)

8. Ensure that clients who have not been finger imaged report for
finger imaging.

9. Enable WMS to flag applications without finger images.

(OTDA officials agreed with recommendations 8 and 9.)
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Cost/Benefit
Evaluation

In accordance with Section 139-a of the Social Services Law, which
established the finger imaging program, the Department contracted with an
independent research organization for a comprehensive evaluation of
AFIS.This evaluation is to include an estimation of the cost savings, if any,
resulting from the implementation of finger imaging.  This legislation required
the contractor to submit a report by February 1, 1996.  However, as of June
30, 1997, the contractor had not submitted its report. 

Recommendation

10. Take action to expedite the consultant’s report on AFIS.

(OTDA officials stated they reviewed a draft of the consultant’s
report and expect the final product in early 1998.)
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Eligibility Verification Review in New York City

In New York City, after public assistance applicants are interviewed in their
local social services office, they are required to go to a central location in
Brooklyn to be interviewed by an investigator.  Applicants who do not report
to the Brooklyn office are denied benefits.  After the interview in the
Brooklyn office, an investigator is required to visit the applicant’s home to
verify living arrangements and family composition.  These New York City
eligibility verification procedures were added in 1995.  We examined the
effectiveness of these procedures and found that improvements are needed,
as in some cases, applicants were not thoroughly investigated, and in other
cases, unnecessary work was performed.

To determine whether the eligibility verification procedures were performed
thoroughly, we reviewed the EVR files for our random sample of 100 public
assistance applications in the New York City district.  We determined that
certain eligibility verification procedures were not thoroughly performed, as
shown by the following examples:

! The districts are required to verify the applicant’s income, and to do
this, they are authorized to obtain information from sources outside
the applicant’s immediate family.  However, HRA investigators did
not always obtain information from such sources.  In one instance, the
investigators never contacted an applicant’s parole officer to deter-
mine whether the applicant was employed (individuals on parole are
usually required to find and keep a job).  If the applicant was
employed, his eligibility for public assistance may have been affected.
If he were not employed, he may have been in violation of his parole
conditions.  HRA officials agree that investigators should contact
parole officers  in such circumstances.

! In another case, investigators were instructed to telephone the New
Jersey Inspector General to determine whether the applicant was on
public assistance in New Jersey.  However, the investigators did not
make this call until we brought the matter to the attention of HRA
officials. (It was determined that the applicant was not on public
assistance in New Jersey.)  

! In another case, investigators attempted to visit an applicant’s home
twice, but the applicant was not home either time.  The applicant
subsequently called the investigators, and contrary to investigative



16

requirements, the investigators accepted the information provided by
the applicant over the telephone.

! In another case, there was no indication that investigators followed up
when they received a telephone call claiming that an applicant
incorrectly named his friend as his landlord (the caller claimed to be
the landlord).  HRA officials subsequently told us that further
investigation was not necessary, because they had determined that the
applicant was sub-leasing the residence from his friend.  However,
such a determination should have been made at the time of the call
and should have been documented in the case file.

HRA officials had no documentation supporting their resolution of the last
two incidents.

As a result of such practices, even though questions about the eligibility of
some applicants had not been resolved, the applicants were determined to be
eligible for public assistance.  In such circumstances, welfare fraud is less
likely to be detected.

The caseworker who conducts the initial interview at the local social services
office compares the financial information provided by the applicant to
financial information available from other sources (the RFI match).  However,
we found that, even though the RFI match has already been performed at the
local social services office, it is repeated by the investigators who perform the
eligibility verification procedures at the central location in Brooklyn.  We
believe such duplication of effort unnecessarily increases the work of HRA
staff.

We also note that, even though the local social services offices can be
automatically notified when Home Relief applicants are interviewed at the
central location in Brooklyn, when the applicants return to their local social
services office, they are required to bring a letter verifying that they were
interviewed in Brooklyn.  Applicants who do not bring this letter to their local
social services office are denied benefits.  We believe such duplication creates
an unnecessary hardship for the applicants.  HRA officials told us this letter
is for the client’s use, but according to HRA’s written eligibility verification
procedures, the clients are required to bring the letter to the local office.

In addition, we identified two applicants who were determined to be ineligible
for public assistance during their initial interview, but were still referred to the
investigators in Brooklyn.  This creates unnecessary work for HRA and
wastes the time of the applicants.
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Recommendations

11. Ensure that eligibility verification reviews are performed thoroughly.

(According to OTDA, HRA officials agree with this
recommendation and indicated that steps have been taken to
improve the quality of reviews.  For example, all investigators
completed a series of training courses in investigative techniques.)

12. Ensure that procedures are not duplicated in HRA’s public
assistance application review process.

(OTDA officials provided HRA’s response, which disagreed with
this recommendation.  HRA stated that our report erroneously
claimed that HRA required applicants to bring their compliance
letter to the Income Support offices as a condition of eligibility.
Rather, according to HRA, while EVR gives each applicant a
compliance letter when the EVR interview has been completed, this
letter is for the applicant’s use and indicates that the interview was
completed.  According to officials, HRA does not require the
applicant to return the letter to Income Support as a condition of
eligibility.  However, during our audit, Income Support personnel
stated to us that this letter was a condition of eligibility.  Therefore,
we continue to be concerned that HRA may deny applicants benefits
because they fail to bring the EVR clearance letter to the Income
Support office and believe that HRA should implement our
recommendation as a means of ensuring that applicants receive the
benefits to which they are entitled.  HRA officials also stated that
automated RFI matches and the work performed by the EVR fraud
investigators were not duplicative.  While we agree, our report
shows that EVR fraud investigators did not document how they
resolved the information disclosed in the RFI matches, i.e.,
undisclosed income, bank accounts, etc.  Further, during our audit,
HRA officials told us that the cases we identified had been resolved,
but they refused our requests for supporting documentation.)
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Recommendations (continued)

13. Ensure that New York City applicants who are found to be
ineligible for public assistance are not referred to the Brooklyn
office for further investigation.

(According to OTDA, HRA officials acknowledged procedures do
not clearly state that any applicant rejected at pre-screening should
not be referred to the Brooklyn office for further investigation.
Accordingly, HRA plans to issue a memorandum reminding all staff
they should not refer applicants who do not meet eligibility criteria.)
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Cost Avoidance
Reporting

Other Matters

We found that the costs avoided as a result of inappropriate benefit payments
prevented by fraud detection programs were not always accurately reported,
the Department had not determined the cost effectiveness of these programs,
applications for public assistance were not always processed in a timely
manner, and the records relating to some of the public assistance applications
in our sample could not be located.

When ineligible public assistance applicants are identified by fraud detection
programs, benefits are not paid to these applicants and the costs associated
with these benefits are therefore avoided.  The Department required the
districts to submit reports of such cost avoidance, which the Department then
compiled to arrive at statewide cost avoidance data.  The formula devised by
the Department requires each district to multiply the number of applicants
denied benefits by an average monthly benefit amount ($528 for Aid to
Families with Dependent Children and $344 for Home Relief) to arrive at the
cost savings.  The Department assumed that the cost avoidance for each case
will continue for six months.  For the ten months ended January 31, 1997 (the
first ten months of the 1996-97 State fiscal year), the Department reported
total cost avoidance of more than $226 million from its fraud detection
programs.

Ineligible public assistance applicants may be identified by any one of a
number of fraud detection programs.  However, we found the Department did
not identify the costs of each individual program, and therefore could not
compare the costs incurred by each program to the costs avoided by each
program to determine which programs are the most cost-effective.  We
believe such comparisons should be made.  

We examined the procedures used by the five districts we visited to
determine welfare benefit costs avoided.  We found that avoided costs may
be inaccurately reported by the New York City and Oneida districts, as
follows:

! The New York City district reports avoided costs whenever an
applicant does not report for the interview in Brooklyn or is found by
the interviewing investigator to be ineligible for benefits.  However,
some of the applicants who do not report for their interview later
reschedule the interview, and some of the applicants who are found
to be ineligible for benefits later reapply and are found to be eligible
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for the benefits.  HRA would claim each of these incidents as a cost
avoidance.  As a result, the avoided costs reported by HRA for these
applicants may be overstated.

! The Oneida district reports avoided costs whenever an applicant is
determined to be ineligible for benefits.  These applicants are
recorded in a log of referrals for further investigation.  Each month
the district reports the costs avoided by each of its fraud detection
programs.  However, we found indications that the avoided costs are
not reported accurately by program.  For example, when we
compared the FEDS referrals recorded in the  log to the savings
credited to the FEDS program in the monthly reports, we found that
some of the savings credited to the FEDS program could not be
related to applicants who had been referred to FEDS investigators.
We therefore conclude that some of the avoided costs credited to the
FEDS program by the Oneida district should be credited to other
programs instead.  In response to our finding, Oneida district officials
told us that they plan to separate the recordkeeping for the different
fraud detection programs.
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Recommendations

14. Evaluate the cost-effectiveness of each fraud detection program by
comparing the costs incurred in operating each program to the
welfare benefit costs avoided as a result of each program.

(OTDA officials disagree with this recommendation.  OTDA
officials stated that we did not discuss evaluation of the cost-
effectiveness of each fraud detection program during the opening
conference for the audit.  OTDA officials also stated their belief that
the large cost avoidance from these programs makes it obvious they
are worthwhile and cost-effective.  Regarding OTDA’s first point
of disagreement, we conducted our audit in accordance with
Government Auditing Standards and OSC policies.  According to
Government Auditing Standards, planning should continue
throughout the audit.  Audit objectives, scope and methodologies
are not determined in isolation.  Upon completion of our initial
survey, we informed OTDA officials at a scope refinement meeting
that we would audit the cost-effectiveness of the fraud detection
programs.  At the closing conference, we discussed the cost-
effectiveness of these programs with OTDA officials.  They
informed us they had cost avoidance figures for each fraud detection
program, but could not identify associated costs because OTDA’s
accounting system does not separately account for these costs.
Regarding OTDA’s second point of disagreement, we believe that
a more refined evaluation of the cost-effectiveness of each fraud
detection program could reveal efficiencies or inefficiencies
warranting action by OTDA management.)

15. Ensure that avoided costs are accurately reported by the New York
City and Oneida districts.

(According to OTDA officials, recordkeeping in the Oneida County
district has been changed to maintain better control and ensure
accuracy in cost avoidance reporting.  OTDA officials stated that
cost avoidance reporting in New York City is accurate.  However,
we disagree with OTDA officials on this point.  As stated in our
report, HRA’s procedures overstate avoided costs in those instances
where applicants initially found ineligible for benefits reapply and
receive such benefits.  Consequently, we believe HRA officials
should amend their procedures for collecting and reporting cost
avoidance statistics to account for these overstatements.)
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Timeliness of
Eligibility
Determinations 

Department regulations require that local districts accept or deny an
application for public assistance within 30 days from date of application for
Aid to Families with Dependent Children cases and within 45 days from the
date of application for Home Relief cases, except when the applicant requests
additional time, difficulties in verifying application data lead to an unusual
delay, or for other reasons beyond the district’s control.

Our review of the 203 sampled applications showed that the districts did not
always meet these time limits:

! In New York City, 3 of the 70 available applications were not
processed in a timely manner, averaging 12 days over the limit.
Department officials, in their response to our finding, indicated that
they do not believe this is significant.  However, we believe a 4.3
percent rate of noncompliance should be addressed.  

! In the Suffolk district, 8 of the 25 sampled applications were not
processed in a timely manner, averaging six days over the limit.  

! In the Oneida district, 9 of the 25 available applications were not
processed in a timely manner, averaging 24 days over the limit.
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Missing Case Files

Recommendation

16. Ensure that the districts accept or deny public assistance
applications within the time limits established by relevant
regulations.

(OTDA officials disagree with this recommendation.  Similar to
their response to recommendation 14, OTDA officials contend we
did not inform their staff at the opening conference that the
timeliness with which districts process public assistance
applications would be included in the scope of our audit.  Hence,
OTDA officials ask that the recommendation be deleted from the
report.  OTDA officials also suggest this recommendation is
contrary to recommendation 1, which addresses the non-payment of
benefits until fraud investigations are complete.  Regarding
OTDA’s first point of disagreement, we conducted our audit in
accordance with Government Auditing Standards.  Additionally,
contrary to their assertion, we did inform OTDA officials of our
intentions to audit the timeliness with which districts process public
assistance applications at the opening conference for the audit.
Regarding OTDA’s second point of disagreement,
recommendations 1 and 16 are not inconsistent.  Recommendation
1 addresses the need for districts to complete fraud investigations in
a timely fashion, so that benefits are not paid to persons who are
ineligible to receive them.  This recommendation deals with district
compliance with OTDA regulations for timely processing of public
assistance applications.)

We intended to review the case files relating to 203 randomly selected
applications for public assistance made between January 1 and September 30,
1996.  However, the case files relating to 36 of these applications were either
incomplete or could not be located.  For example, in the New York City
district, for 30 case files, officials either could not locate the case files or the
case files provided were “dummy” records (new case files created when the
original file could not be found and thus containing only new or partial
information).  In response to our preliminary findings, HRA officials told us
that they had been able to locate or account for 22 of the 30 missing case
files.  However, the officials would not give us access to these records for
review. In addition, case files could not be located for four applications in the
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Schenectady district, one application in the Oneida district, and one
application in the Monroe district.

If districts cannot maintain accountability over case files, they could lose
continuity in monitoring cases or be unable to produce the documentation
needed for hearings or other proceedings.  The missing records could also be
indicators of fraud as case files support the appropriateness of benefit
payments.  Without these files, we had no assurance that payments for these
cases were appropriate.   

Recommendations

17. Ensure that the districts maintain adequate accountability over case
files.

(According to OTDA officials, the districts agree with this
recommendation.)

18. Investigate the 30 missing case files in the New York City district.

(OTDA officials stated it is outside their control to investigate the
30 missing case files in the New York City district, citing an
ongoing court case between the Office of State Comptroller and the
City of New York over the State Comptroller’s authority to conduct
certain audits of the City of New York.  OTDA officials stated the
facts of this situation should be indicated in the report and the
recommendation deleted.  Following are the facts of the situation.
During our audit, we asked HRA officials for 100 case files, of
which they were able to locate only 70.  Subsequent to our audit
field work, HRA officials stated that they had located 22 of the
remaining case files.  When we requested access to the case files,
HRA officials refused.  As an alternative, we requested that OTDA
officials either obtain the case files for our review or review the files
themselves.  However, OTDA officials did not pursue either
alternative.  We strongly disagree that it is outside OTDA’s control
to investigate the 30 missing case files.  We believe that OTDA
should implement our recommendation by investigating the 30
missing case files to ensure the fraud detection programs are
operating as intended.)



Appendix A

Major Contributors to This Report

Walter Barber
Frank Houston
Kevin McClune
William Challice
Michael Solomon
Richard Sturm
Debra Wolrich
Albert Kee
Abe Fish
Donald Hespelt
Charles Johnson
James Nellegar
Michele Foley
Richard Gerard
Ira Lipper
Christina Mo
Unal Sumerkan
D. Connor Turner
Michael Wrobel
Nancy Varley



Appendix B



B-2



B-3



B-4



B-5



B-6



B-7


