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Lisa Renee Keegan 
Director of Administration 
New York Division of Disability Determinations  
One Commerce Plaza, 10th Floor 
Albany, NY  12260 

Dear Ms. Keegan: 

The Social Security Administration (SSA) contracted with Grant Thornton LLP (Grant Thornton), 
an independent certified public accounting firm, to conduct an administrative cost audit of the 
New York Division of Disability Determinations for the periods October 1, 2016 through 
September 30, 2017 and October 1, 2017 through September 30, 2018.  In addition, Grant 
Thornton conducted an indirect cost audit for the periods October 1, 2014 through September 
30, 2015 and October 1, 2015 through September 30, 2016.  Grant Thornton’s performance 
audit objectives were to: 

 evaluate internal controls over the accounting and reporting of administrative costs; 

 determine whether the administrative costs claimed on the March 31, 2020 State Agency 
Report of Obligations for Social Security Administration Disability Programs (Form SSA-
4513) were allowable and properly allocated; 

 reconcile funds drawn down with claimed costs; and 

 assess the general security controls environment. 

The enclosed final report presents the results of Grant Thornton’s audit.  Grant Thornton is 
responsible for the report and the opinions and conclusions expressed therein.  The Office of 
the Inspector General (OIG) was responsible for technical and administrative oversight of Grant 
Thornton’s performance under the contract terms.  We monitored Grant Thornton’s work by: 

 evaluating the independence, objectivity, and qualifications of the auditors and specialists; 
 monitoring the audit’s progress at key points; 
 examining Grant Thornton’s documentation related to planning the audit, assessing internal 

control, and substantive testing;  
 reviewing and coordinating the issuance of Grant Thornton’s audit report; and  
 performing other procedures we deemed necessary.  

Our monitoring disclosed no instances where Grant Thornton did not comply, in all material 
respects, with the standards for performance audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States. 
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The New York Division of Disability Determinations should provide SSA a corrective action plan 
within 60 days that addresses each recommendation.  If you wish to discuss the final report, 
please call me or have your staff contact Vicki Vetter, Director of the Financial Audit Division. 

Sincerely, 

 

Michelle L. Anderson 
Assistant Inspector General for Audit 

Enclosure 

cc:  
Grace M. Kim, Deputy Commissioner, Operations 
Michael P. Hein, Commissioner, New York Office of Temporary and Disability Assistance 
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September 2021 Office of Audit Report Summary 

Objective 

To (1) evaluate internal controls over 
the accounting and reporting of 
administrative costs by the New York 
Division of Disability Determinations 
(NY-DDS) for Fiscal Years (FY) 2017 
and 2018, as well as indirect costs for 
FYs 2015 and 2016; (2) determine 
whether the administrative costs 
claimed on the most recently 
submitted Form SSA-4513 were 
allowable and properly allocated; 
(3) reconcile funds drawn down with 
claimed costs; and (4) assess the 
general security controls environment. 

Background 

NY-DDS performs disability 
determinations under the Social 
Security Administration’s (SSA) 
Disability Insurance and Supplemental 
Security Income programs in 
accordance with Federal regulations.  
NY-DDS is responsible for determining 
claimants’ disabilities and ensuring 
adequate evidence is available to 
support its determinations.  SSA 
reimburses NY-DDS for 100 percent of 
allowable expenditures, including 
direct and indirect costs.  The NY-
DDS’ parent agency is the Office of 
Temporary and Disability Assistance 
(OTDA). 

SSA contracted with Grant Thornton 
LLP (Grant Thornton) to conduct this 
audit.  The Office of the Inspector 
General was responsible for technical 
and administrative oversight of Grant 
Thornton’s performance under the 
contract terms. 

Findings 

Grant Thornton found that the NY-DDS’ controls over accounting 
and reporting of administrative costs for FYs 2017 and 2018 (and 
indirect costs for FYs 2015 and 2016) as well as general security 
controls could be strengthened to ensure compliance with 
applicable criteria. 

As of March 31, 2020, Grant Thornton noted that projected 
administrative costs of $15,003,063; $13,122,711; $68,679,838 
and $71,441,860 as claimed on the Form SSA-4513 for FYs 2015, 
2016, 2017 and 2018, respectively did not meet SSA’s criteria for 
allowability. 

Recommendations 

Grant Thornton outlined 19 recommendations for the NY-DDS to 
enhance its internal control environment for control gaps and other 
findings during its audit.  Grant Thornton outlined 
recommendations in a separate memorandum for general security 
controls. 

The full text of the NY-DDS’ response is included in Appendix C.  
SSA was provided the report for comment and, although not 
required, did not provide comments on the recommendations. 
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MEMORANDUM  

Date: September 24, 2021 

To: Gail S. Ennis 
Inspector General 

From: Grant Thornton LLP 

Subject: GRANT THORNTON AUDIT REPORT – COSTS CLAIMED BY THE NEW YORK DIVISION OF 
DISABILITY DETERMINATIONS 

We have conducted a performance audit (also referred to as an “audit” herein) on the New York 
Division of Disability Determinations’ (NY-DDS) administrative costs incurred in connection with 
conducting disability determinations in support of the Social Security Administration (SSA) (the 
“program”) by (1) determining whether the administrative costs claimed for the years ended 
September 30, 2017 and 2018 (as well as indirect costs for the years ended September 
30, 2015 and 2016) on the  State Agency Report of Obligations for SSA Disability Programs 
(Form SSA-4513), adjusted through March 31, 2020, were allowed and properly allocated; (2) 
reconciling funds drawn down with claimed costs on those forms; and (3) evaluating the internal 
controls over the accounting and reporting of administrative costs for the same period.  We also 
(4) assessed the general security controls environment by conducting inquiries and inspections 
for the period from October 1, 2019 through September 30, 2020 as well as live observations 
through March 31, 2021 (as further described in Appendix A).  (Items 1-4 represent the “audit 
objectives”). 

The applicable criteria are set forth in the Code of Federal Regulations (C.F.R.) Title 2 – Grants 
and Agreements, Subchapter A, Chapter II, Part 225 Cost Principles for State, Local, and Indian 
Tribal Governments (2 C.F.R., part 225) and the Government Accountability Office’s Federal 
Information System Controls Audit Manual, in addition to applicable criteria that are identified in 
the body of the accompanying report.  It is the responsibility of the NY-DDS’ management to 
conduct the program in accordance with the criteria and the program objectives.  Our 
responsibility is to report our findings and conclusions related to the audit objectives. 

We conducted this performance audit in accordance with the standards for performance audits 
contained in Government Auditing Standards issued by the Comptroller General of the United 
States.  Those standards require that we plan and perform the audit to obtain sufficient, 
appropriate evidence to provide a reasonable basis for our findings and conclusions based on 
our audit objectives.  A performance audit involves performing procedures to obtain evidence 
about the NY-DDS’ program in order to audit administrative costs and the related internal 
controls, as well as general security controls, as outlined in the audit objectives in the opening 
paragraph above.  The nature, timing, and extent of the procedures selected depend on our 
judgment.  A performance audit also includes consideration of internal controls related to the 
program and audit objectives as a basis for designing procedures that are appropriate in the 
circumstances but not for the purpose of expressing an opinion on the effectiveness of the NY-
DDS’ internal control.  Accordingly, we express no such conclusion related to the NY-DDS’ 



 

Costs Claimed by the New York Division of Disability Determinations  (A-55-20-00004) 2 

internal controls.  We believe that the evidence we have obtained is sufficient and appropriate to 
provide a reasonable basis for our findings and conclusions based on our audit objectives. 

OBJECTIVE, SCOPE, AND METHODOLOGY 

The objectives of this performance audit were (1) to determine whether the administrative costs 
claimed for the years ended September 30, 2017 and 2018 (as well as indirect costs for the 
years ended September 30, 2015 and 2016) on the Form SSA-4513, adjusted through March 
31, 2020, were allowed and properly allocated; (2) reconciling funds drawn down with claimed 
costs on those forms; and (3) evaluating the internal controls over the accounting and reporting 
of administrative costs for the same period.  We also (4) assessed the general security controls 
environment by conducting inquiries and inspections for the period from October 1, 2019 
through September 30, 2020 as well as walkthroughs through March 31, 2021. 

To accomplish these objectives, we gained an understanding of the processes and information 
systems NY-DDS used to account for the administrative costs it incurred in connection with 
conducting disability determinations in support of SSA.  We interviewed appropriate NY-DDS 
staff as well as SSA regional office representatives; inspected available written NY-DDS 
procedures, applicable Federal regulations, the Social Security Act (Act), SSA policies and 
procedures pertaining to the NY-DDS and prior work performed by SSA or its Office of the 
Inspector General over DDS administrative costs.  In addition, we performed live walkthroughs 
of business processes and information systems, obtained transactional listings, ascertained the 
completeness of the listings, and compared a sample of transactions to supporting 
documentation to corroborate administrative costs claimed and funds drawn down.  Our tests of 
the general security system environment comprised tests over physical and system security 
controls consisting of live walkthroughs, inspections, and inquiries.  In some instances, 
information we requested was not made available to us; therefore, our approach was limited in 
certain aspects as further described below. 

To meet the above objectives, we defined our scope based on areas of audit significance.  For 
financial data, we determined significance based on NY-DDS’ total claimed costs presented on 
the Form SSA-4513 for each applicable fiscal year (FY).  In FYs 2017 and 2018 as of March 31, 
2020, the NY-DDS claimed administrative costs totaling approximately $331 million 
($160,955,324 and $170,312,405, respectively).  As of March 31, 2020, the FYs 2015 and 2016 
indirect cost totaled $28 million ($15,003,063 and $13,122,711, respectively).  Refer to 
Appendix B for the Form SSA-4513 for each FY. We used a variety of statistical and non-
statistical sampling techniques to test the Form SSA-4513 line items.  Where statistical 
sampling was used, we projected any errors noted to the entire population. 

For information security testing, our scope was limited to the NY-DDS’ general security 
environment and its disability case processing system. 
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BACKGROUND 

The Disability Insurance (DI)1 program, established under Title II of the Act, provides benefits to 
wage earners and their families in the event the wage earner becomes disabled.  The 
Supplemental Security Income (SSI)2 program, established under Title XVI of the Act, provides 
benefits to financially needy individuals who are aged, blind, and/or disabled. 

SSA is responsible for implementing policies for the development of disability claims under the 
DI and SSI programs.  Disability determinations under both DI and SSI are performed by 
disability determination services (DDS) and Federal disability units in each State and U.S. 
territory as well as the District of Columbia in accordance with Federal regulations.  In carrying 
out its obligation, each DDS is responsible for determining claimants’ disabilities and ensuring 
adequate evidence is available to support its determinations.  To assist in making proper 
disability determinations, each DDS is authorized to purchase medical examinations, X-rays, 
and laboratory tests on a consultative basis to supplement evidence obtained from the 
claimants’ physicians or other treating sources. 

SSA reimburses the NY-DDS for 100 percent of allowable expenditures incurred in connection 
with conducting disability determinations.  Allowable expenditures include both direct and 
indirect costs.  Direct costs can be identified with a particular cost objective.  Indirect costs arise 
from activities that benefit multiple programs but are not readily assignable to these programs 
without effort disproportionate to the results achieved.  The NY-DDS claims reimbursement for 
both direct and indirect costs claimed from SSA in relation to its disability programs. 

The NY-DDS uses various customized systems to process disability claims and other non-SSA 
workloads and has responsibility for security measures for its sites and systems.  SSA requires 
that the NY-DDS comply with its Program Operations Manual System (POMS).3 

The NY-DDS’ parent agency is the New York Office of Temporary and Disability Assistance 
(OTDA), which provides the NY-DDS with financial, accounting, and personnel services and 
performs tasks such as approval of all DDS-related payments, payroll processing, and indirect 
cost allocations. 

RESULTS 

Our audit procedures were performed on items determined to be in-scope as described above 
and where relevant information was made available to us. 

 
1 The DI program provides benefits to wage earners and their families who meet certain criteria if the wage earner 
becomes disabled or dies.  See 20 C.F.R. sections 404.315, 404.330, and 404.350 (ecfr.gov). 
2 The SSI program provides a minimum level of income for people who are age 65 or older or who are blind or 
disabled and who do not have sufficient income and resources to maintain a standard of living at the established 
Federal minimum income level.  See 20 C.F.R. section 416.110 (ecfr.gov). 
3 The POMS is a primary source of information used by Social Security employees to process claims for Social 
Security benefits (https://secure.ssa.gov/apps10/). 
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Objective 1: Evaluate internal control over the accounting and 
reporting of administrative costs 

Our testing disclosed instances where NY-DDS’ internal controls over the accounting and 
reporting of administrative costs for FYs 2017 and 2018 (and indirect costs for FYs 2015 and 
2016) could have been strengthened. 

Cost Allocation and Reporting Process 

For FYs 2017 and 2018, NY-DDS and OTDA management were unable to provide information 
sufficient to describe its cost allocation and reporting process.  Additionally, for FY 2018, NY-
DDS could not provide documentation to support its fringe-benefit calculation for transactions 
after June 2018. 

Per POMS,4 the State is responsible for providing qualified, well-trained personnel.  Further, per 
2 C.F.R., part 225, all central service cost allocation plans and related documentation used as a 
basis for claiming costs under Federal awards must be retained for audit in accordance with 
records retention requirement contained in the Common Rule. 

Without a clear understanding of the complexities of the State-Wide Cost Allocation5 and 
Central Office Cost Allocation Plans6, management may not properly classify costs.  Also, the 
inconsistency in the classification of costs may lead to under- or overstated cost pools.  
Furthermore, the lack of documentation affects management’s ability to support the fringe-
benefit costs charged to the State.  Refer to Objective 2 for related finding on the allowability of 
indirect costs. 

Non-Social Security Administration Work 

NY-DDS is not estimating and reporting costs associated with non-SSA work in accordance with 
the Memorandum of Agreement (MOA)7 between OTDA and SSA.  We noted several 
inconsistencies in NY-DDS’ accounting and reporting of non-SSA work as compared to the 
terms of the MOA.  For example, NY-DDS based its estimated costs-per-case on obligations 
from the wrong FY.  Additionally, obligations used as the basis for this calculation were adjusted 
without sufficient justification or approval of the adjusted amount of obligations.  Finally, NY-
DDS failed to report to SSA the amount of non-SSA work, in accordance with the MOA. 

In our conversions, NY-DDS and OTDA management demonstrated a lack of understanding of 
the key components of the MOA.  Additionally, before the Form SSA-4513 was submitted, it was 

 
4 SSA, POMS, DI 39557.001 Standards of Performance. 
5 State-Wide Cost Allocation Plan permits the State to determine costs that are associated with the general 
administration of the State and to allocate a portion of these costs to federal programs. 
6 Central Office Cost Allocation Plan represents the documentation identifying, accumulating, and allocating billing 
rates based on the allowable costs of services provided by a state, local government, or Indian tribe on a centralized 
basis to its departments and agencies. 
7 The MOA, dated February 2014, outlines the expectations on how to calculate non-SSA work and report it in the 
Form SSA-4513, as NY-DDS employees do not work solely on tasks for the federal disability award from SSA.  The 
MOA specifies the calculation for estimated costs per case and the applicable obligation period to be used in the 
calculation.  The MOA also dictates the method in which non-SSA work should be reported to SSA. 
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not reviewed by NY-DDS management to verify that the non-SSA work was reported in 
accordance with the MOA.  NY-DDS’ inability to execute the MOA in accordance with its terms 
may limit its ability to accurately report costs related to non-SSA work and could contribute to 
improper or insufficient documentation of costs to determine the allowability and proper 
allocation.  Although these conditions did not result in any unallowable charges being 
represented within the Form SSA-4513, similar errors in different scenarios could lead to 
erroneous charges. 

Verification of Medical Qualifications 

For FY2017 and FY2018, the NY-DDS did not provide sufficient evidence that it performed the 
required verifications of qualifications and credentials for sampled providers that it hires to 
performed disability determinations.  Specifically, the NY-DDS did not provide evidence that a 
review of the System for Award Management was performed for any of the sampled medical 
consultants in FY 2017 and the FY 2018.  Additionally, the NY-DDS was unable to provide 
documentation supporting its verification that the CE providers support staff met the licensing or 
certification requirements of the state and are not currently excluded, suspended, or otherwise 
barred from participating in Medicare or Medicaid programs. 

NY-DDS does not have a control in place requiring that verifiers maintain documentation of 
annual consultative examination (CE) provider checks, as required by POMS.  Per POMS,8 
before using any new medical consultant (MC), psychological consultant, or consultative 
examination (CE) provider, DDSs must verify their licenses, credentials, and certifications with 
State boards.  The documentation should include the name of the individual who conducted the 
verification and the date the verification was completed.  The lack of documentation evidencing 
a review of required MC credentials affects management’s ability to monitor its MCs and ensure 
compliance with POMS criteria for MCs who provide services for NY-DDS.  Although these 
conditions did not result in any unallowable charges being represented within the Form 
SSA-4513, similar errors in different scenarios could lead to erroneous charges. 

Vendor Contracts 

For FY 2018, NY-DDS was unable to provide the entire MC vendor contract including the 
contract terms, contract period, evidence of approval, and effective date for two of five samples.  
Management only provided the hourly rate for services.  Management has not designed and 
implemented controls to ensure sufficient documentation for MC contract costs is maintained for 
the time necessary to support costs charged to the federal award in accordance with 2 C.F.R., 
Part 225.  Management’s inability to provide documentation to support the MC costs affects 
management’s ability to properly support the NY-DDS Personnel Service costs reported in the 
form SSA-4513.  Refer to Objective 2 for related finding on the allowability of MC costs. 

Current Procedural Terminology Codes 

NY-DDS could not provide documentation that CPT codes used in its case processing system 
were in accordance with the American Medical Association CPT coding structure.  Specifically 

 
8 SSA, POMS, DI 39569.300 Disability Determination Services Requirements for Ensuring Licensures, Credentials, 
and Exclusions of Consultative Examination (CE) Providers, CE Provider’s Employees, Medical and Psychological 
Consultants. 
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for FYs 2017 and 2018, NY-DDS did not provide sufficient documentation to crosswalk 42 of 
61 sampled codes to the appropriate American Medical Association CPT codes on the Medicare 
Website or a secondary resource.  Management does not maintain documentation of a 
reconciliation or crosswalk from nonstandard CPT codes used in its case processing system to 
the AMA CPT codes to ensure that CPT codes used are appropriate as required by POMS.9  
Although these conditions did not result in any unallowable charges being represented within 
the Form SSA-4513, similar errors in different scenarios could lead to erroneous charges. 

Approval of Medical Evidence of Record Costs 

NY-DDS was unable to provide documentation that Medical Evidence of Record (MER) costs 
were reviewed and approved before payment for all items sampled for FYs 2017 and 2018 was 
made.  Per NY-DDS management, examiner reviews of MER are documented via an electronic 
pin; however, during the time related to our sampled period, the certification pin was not 
captured.  NY-DDS has not implemented a procedure to ensure its system captures the 
examiner’s pin or the date of review, in accordance with POMS10.  The lack of documentation 
over the review of MERs impacts management’s ability to properly support costs reported on 
the Form SSA-4513.  Refer to Objective 2 for related finding on the allowability of MER costs.  
Refer to Objective 2 for related finding on the allowability of MER costs. 

Approval of Other Costs 

For FY 2018, NY-DDS could not provide evidence of SSA approval for the purchase of $48,479 
in EDP software, rental of a postage meter for $600 per month, or a complete and signed 
contract for one of 19 all other non-personnel samples.  Management does not maintain 
sufficient documentation or a have a control in place to ensure the SSA approval for, and 
maintenance of, EDP purchases, equipment rental, and contracts in accordance with 2 C.F.R., 
part 225.  The inability to provide documentation to support new EDP equipment/upgrades and 
equipment rental costs impacts management’s ability to support the costs reported on the Form 
SSA-4513.  Although these conditions did not result in any unallowable charges being 
represented within the Form SSA-4513, similar errors in different scenarios could lead to 
erroneous charges.  Although these conditions did not result in any unallowable charges being 
represented within the Form SSA-4513, similar errors in different scenarios could lead to 
erroneous charges. 

Unliquidated Obligations 

During testing for FY 2017, we noted NY-DDS reported unliquidated obligations that exceeded 5 
percent of total obligations, as documented in the Form SSA-4513 as of March 31, 2020.  
Specifically, for FY 2017, the unliquidated obligations for the categories we tested amounted to 
$9,018,510, averaging approximately 42 percent of its total obligations. Similarly, for FY 2018, 
unliquidated obligations for categories we tested amounted to $6,008,460 (or an average of 25 
percent of total obligations).  NY-DDS noted that it reviews unliquidated obligations when it 
prepares the Monthly Obligation Report and makes adjustments as necessary and within the 

 
9 SSA, POMS, DI 39545.650 Using the Medicare Fee Schedule and Current Procedural Terminology (CPT) Codes 
and DI 39545.675 Exhibit 3 – DDS Guide to Establishing a Fee Schedule. 
10 SSA, POMS, DI 39554.215 Retention and Disposition of Documents – DDS and DI 39545.150 CE/MER Evidence. 
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limit of the Federal allocation; however, there is no monitoring control to determine whether high 
unliquidated obligations are supported and reasonable in accordance with 2 C.F.R., part 225. 

Per Federal budgetary regulations,11 NY-DDS has a period of 5 years after the FY of obligation 
to liquidate the related obligated amount.  However, the large number of unliquidated obligations 
more than two years after the close of the FY demonstrates a lack of timely accounting for 
transactions as well as potential inappropriate obligations of funds in excess of amounts 
determined to be reasonable.  The lack of timely accounting for obligations impacts NY-DDS’ 
ability to comply with the criteria in 2 C.F.R., part 225 for indirect cost allowability.  This also 
inhibits SSA’s ability, as the awarding Federal agency, to account for award obligations and 
payments in a timely manner. 

Additionally per POMS,12 valid unliquidated obligations should be supported by 
documents/records that describe the nature of the obligations and support the amounts 
recorded. 

Objective 2: Determine whether the administrative costs claimed 
on the most recently submitted Form SSA-4513 were allowable 
and properly allocated 

Based on our procedures to determine whether administrative costs were allowable and 
properly allocated, we determined that administrative costs as shown in Table 1 did not meet 
the criteria for allowability per 2 C.F.R., part 225. 

Payroll Variances 

NY-DDS did not provide supporting documentation sufficient to recalculate 47 of 50 sampled 
items for FY 2017 and 45 of 50 sampled items for FY 2018.  This resulted in projected errors of 
$54,824,456 and $55,083,883 for FYs 2017 and 2018, respectively, and are included in Table 1 
(“Personnel service cost” line item).  C.F.R., part 225, states that costs are allowable if they are 
properly supported.  Management’s inability to explain all factors considered when it calculated 
employee payroll and the lack of support for the factors included in the payroll calculation limits 
the NY-DDS’ ability to support the employee payroll costs claimed in Form SSA-4513.  These 
projected errors are included in Table 1 (“Personnel service cost” line item). 

Medical Consultant Invoices Versus Contract Variances 

NY-DDS’ management did not verify the rate the vendor was paid against the approved 
contract, resulting in vendor invoices rates that exceeded the contract rates in most of the 
samples for FY2017 and FY2018.  The NY-DDS only reviewed the hours within the MC 
timesheets. Invoices are submitted to OTDA for review and approval before payment is made. 

 
11 31 U.S.C., section 1552, states, “On September 30th of the 5th fiscal year after the period of availability for 
obligation of a fixed appropriation account ends, the account shall be closed and any remaining balance (whether 
obligated or unobligated) in the account shall be canceled and thereafter shall not be available for obligation or 
expenditure for any purpose.” (ecfr.gov) 
12 SSA, POMS, DI 39596.203 Updating and Reconciling Unliquidated Obligations. 
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The NY-DDS relies on OTDA to review and approve vendor invoices; thus, they do not have a 
control in place to appropriately review these costs in accordance with 2 C.F.R. part 225. 

The lack of review performed over the vendor invoice has resulted in a total monetary error of 
$834 and a projected error of $3,748 for FY2017.  Similarly, it resulted in a total monetary error 
of $1,061 and a projected error of $2,982 for FY2018.  These projected errors are included in 
Table 1 (“Personnel service cost” line item). 

Indirect Cost Allocation 

For FYs 2015 through 2018, NY-DDS was unable to provide documentation to support several 
indirect disbursements selected for testing.  To test the allowability and proper allocation of 
indirect disbursement costs, we sampled from the indirect population and requested original 
invoices and payroll detail (for allocated payroll costs) to support the allocation base and 
allocation percentage (factor) calculations for each sample.  For example, in FY 2015, NY-DDS 
was unable to provide support for discretionary payments it made to reimburse the State of New 
York for 10 of 13 samples.  Additionally, NY-DDS mis-categorized direct costs to the indirect 
cost pool for 3 of 13 samples.  There were similar findings for FYs 2016 through 2018. 

NY-DDS does not maintain adequate documentation to support the costs recorded on Form 
SSA-4513, in accordance with 2 C.F.R., part 225.  In addition, the C.F.R. states it is essential 
that each item of cost be treated consistently in like circumstances either as a direct or an 
indirect cost.  The lack of documentation over the discretionary payments and payroll affects 
management’s ability to properly support the cost.  Additionally, the inconsistency in reporting 
the same type of expense as either direct or indirect costs leads to the inaccuracy of the direct 
and indirect cost pools being over- or understated.  As a result, we could not determine the 
allowability or proper allocation of 100 percent of the sampled population; thus, we determined a 
projected error of $15,003,063, $13,122,711, $11,325,615, and $12,774,197 for FYs 2015 
through 2018, respectively, as noted in Table 1 (“Indirect cost” line item). 

Invoice Variances 

NY-DDS was not able to provide appropriate invoices or third-party documentation to support a 
portion of the All Other Non-personnel Costs.  For example, NY-DDS provided Form AC3253-S, 
Claim for Payment, in place of an invoice for 2 of 19 FY 2018 samples; however, the Form did 
not include the quantity, unit, or unit price paid for the services provided by the vendor.  There 
were additional findings in FY 2018 and similar findings in FY 2017 that determined the 
inadequate support of costs. 

Management does not maintain adequate documentation to support or explain expenses in 
accordance with 2 C.F.R., part 225.  Additionally, management used funds from the incorrect 
FY to pay for expenses for another FY as obligations were not made immediately available. 

The lack of documentation impacts management’s ability to properly support costs reported on 
the Form SSA-4513.  In addition, the lack of supporting documentation resulted in a monetary 
error of $69,134 and $392,037 and projected error of $1,755,915 and $3,147,828 for FYs 2017 
and 2018, respectively, as noted in Table 1 (“all-other nonpersonnel cost” line item). 
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Missing Vouchers and Service Dates 

NY-DDS was unable to provide the MER form/order vouchers to support that MER costs were 
allowable and properly allocated for several samples in FY2017 and FY2018. Additionally, NY-
DDS recorded MER costs in FY2017 for 7 of 50 samples for which the service dates fell outside 
of the FY.  Management does not maintain sufficient documentation for the MER claims and the 
review of the MER costs in accordance with 2 C.F.R., part 225.  The lack of documentation for 
MER claims and incorrectly allocating expenses to the incorrect FY resulted in a monetary error 
of $100 and $60 and a projected error of $770,104 and $432,970 for FYs 2017 and 2018, 
respectively, as noted in Table 1 (“Medical cost” line item). 

Table 1: NY-DDS Projected Unsupported Costs 

 Projected Unsupportable Amounts 

Line Item FY 2015 FY 2016 FY 2017 FY 2018 
Personnel 
Service Costs N/A N/A $ 54,828,204 $ 55,086,865 

Medical Costs N/A N/A 770,104 432,970 
Indirect Costs $ 15,003,063 $ 13,122,711 11,325,615 12,774,197 
All Other Non-
personnel Costs N/A N/A 1,755,915 3,147,828 

Total $ 15,003,063 $ 13,122,711 $ 68,679,838 $ 71,441,860 

Objective 3: Reconcile funds drawn down with claimed costs 

Based on testing procedures performed to reconcile funds drawn down with claimed costs, we 
determined that no findings were noted. 

Objective 4: Assess the General Security Controls Environment  

Grant Thornton assessed the design and implementation of general security controls as they 
pertained to the NY-DDS and its legacy case processing system, a server that resides on the 
SSA network.  In addition, we assessed the operating effectiveness of specific physical access 
and systems access controls, determined based on control objective and frequency.  The 
objective and scope of testing has been defined in detail within Appendix A: Scope and 
Methodology.  Due to the sensitive nature of these controls, we present the results and 
associated findings in a separate memorandum. 

CONCLUSIONS AND RECOMMENDATIONS 

Based on the procedures performed, we noted areas where improvement was needed in 
internal control over accounting and reporting of administrative costs as well as general security 
controls.  Additionally, we noted that projected administrative costs of $15,003,063; 
$13,122,711; $68.679,838 and $71,441,860 as claimed on the Form SSA-4513 for FYs 2015, 
2016, 2017 and 2018, respectively as of March 31, 2020 did not meet criteria for allowability.  
We have the following recommendations for the findings noted in the above section: 
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Objective 1 

1. We recommend NY-DDS train management and staff on how to classify, record, and 
report indirect costs in accordance with the State-Wide Cost Allocation Plan and Central 
Office Cost Allocation Plan.  Additionally, management should consistently record similar 
expenses to the appropriate direct or indirect cost category. 

2. NY-DDS and OTDA should consult with SSA to determine a mutual understanding of all 
MOA terms. 

3. We recommend NY-DDS maintain sufficient documentation of credential verification 
documents in accordance with POMS, DI 39569.300, and maintain them in a way that 
can be accessed for inspection when necessary. 

4. We recommend NY-DDS implement procedures to ensure invoices are reviewed against 
the vendor contract to review contract rates and validate the expenses. 

5. We recommend that management perform, document, and retain the 
reconciliation/crosswalk annually or when updates are made to compare and determine 
whether the NY-DDS’ fee does not exceed the regulatory requirements in accordance 
with POMS, DI 39545.650, and POMS, DI 39545.675. 

6. We recommend NY-DDS management enhance its procedures for documenting its 
reviews of the work performed by a contractor to ensure transaction details are 
adequately maintained in accordance with the referenced POMS. 

7. We recommend that NY-DDS management implement procedures to review and 
maintain transaction documentation in compliance with 2 C.F.R., part 225, Appendix A, 
section C. 

8. We recommend that NY-DDS management review unliquidated obligations at least once 
a month to cancel those no longer valid. 

9. We recommend NY-DDS submit a quarterly report by line item for each open FY 
obligation. 

10. We recommend NY-DDS provide the status of unliquidated obligations with the quarterly 
report. 

Objective 2 

11. We recommend NY-DDS implement and document procedures that provide 
management an understanding of how to re-calculate employee salary and wages. 

12. We recommend NY-DDS management maintain sufficient documentation to support the 
calculation of employee salary and wages. 

13. We recommend NY-DDS obtain and retain documentation for all expenses charged to 
the State. 
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14. We recommend NY-DDS review the type of expenditures and verify that similar types of 
expenses are being classified consistently. 

15. We recommend NY-DDS implement procedures to ensure all vendor invoices undergo 
appropriate review and approval before they are submitted to OTDA for payment. 

16. We recommend NY-DDS implement procedures to ensure invoices are reviewed against 
the vendor contract to review contract rates and validate the expenses. 

17. We recommend that NY-DDS management implement procedures to review and retain 
appropriate documentation that will support expenses reported on Form SSA-4513 and 
in compliance with 2 C.F.R., part 225, Appendix A, section C. 

18. We recommend NY-DDS management work with OTDA and SSA to make obligations 
readily available at the beginning of the FY or implement procedures to adjust entries 
when using other FY obligations until the new obligation is made available. 

19. We recommend that NY-DDS management implement procedures to review the 
contractor’s work to ensure transaction details are adequately documented in 
compliance with 2 C.F.R., part 225, Appendix A, section C. 

Objective 4 
Due to the sensitive nature of general security controls, we present recommendations for the 
NY-DDS to strengthen its general security controls environment in a separate memorandum. 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 

In accordance with Government Auditing Standards, we have issued reportable findings in the 
body of this report.  The purpose of this reporting is to communicate, as applicable, 
noncompliance with the criteria; deficiencies in internal control; and instances of fraud, or 
noncompliance with the provisions of laws, regulations, contracts or grant agreements that are 
significant within the context of the audit objectives.  It also includes those deficiencies in 
internal control that are not significant within the context of the audit objectives, but which 
warrant the attention of those charged with governance.  Reporting these items is an integral 
part of a performance audit performed in accordance with Government Auditing Standards in 
considering the NY-DDS’ internal control and compliance related to the audit objectives. 

NY-DDS’ RESPONSE 

The full text of the NY-DDS’ response is included in Appendix C.  The NY-DDS’ response to our 
findings was not subjected to the auditing procedures applied in the audit, and accordingly, we 
express no opinion on the NY-DDS’ response.  We evaluated the additional context provided by 
the NY-DDS in its response to the audit findings.  While we understand the demands that an 
audit can create on entity operations, our findings reflect departures that we noted from the 
applicable criteria as well as the lack of available evidence to substantiate costs claimed by the 
NY-DDS for reimbursement and other documentation necessary to fulfill the objectives of the 
audit.  SSA was provided the report for comment and, although not required, did not provide 
comments on the recommendations. 
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Intended Purpose  

The purpose of this performance audit report is solely to report our findings and conclusions in 
relation to the audit objectives.  Accordingly, this report is not suitable for any other purpose. 

 

Baltimore, Maryland 
September 24, 2021 
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 – SCOPE AND METHODOLOGY 

 

 

 
 Office of 

Temporary and Disability Assistance
 

 Reconciled NY-DDS transactional listings to the administrative costs reported on its 
submitted Form SSA-4513, State Agency Report of Obligations for SSA Disability Programs, 
for Federal Fiscal Years (FY) 2015 and 2016 (indirect cost only), 2017 and 2018. 

Table A–1

Table A–1:  NY-DDS Performance Materiality 

Materiality Type FY 2015 FY 2016 FY 2017 FY 2018 
Performance Materiality  $1,558,000 $1,642,000 $1,448,000 $1,949,000 

Sampling 

Our sampling methodology encompassed four general areas of costs as reported on the Social 
Security Administration’s (SSA) Form SSA-4513, State Agency Report of Obligations for SSA 
Disability Programs: (1) Personnel, (2) Medical, (3) Indirect, and (4) All Other Non-personnel 
Costs. 

Personnel Service Costs 

For payroll costs, we randomly selected to pay periods and a total 50 samples for each fiscal 
year for FY2017 and FY2018. Other Personnel Service Costs (medical consultants) were 
segregated and sampled using Monetary Unit Sampling (MUS).  The GT sampling tool 
calculated a sample size of 5 for both FY2017 and FY2018, respectively and the sampling tool 
sample sizes are synonymous with the actual selected sample size. 
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Medical Costs 

For consultative examinations, we used MUS sampling.  The GT sampling tool calculated a 
sample size of 50 and 51 for FY2017 and FY2018, respectively; therefore, we selected 50 and 
51 samples for FY2017 and FY2018.  For medical evidence of records transactions, the GT 
sampling tool calculated a sample size of 10 and 7 for FY2017 and FY2018.  We randomly 
selected 50 samples for each FY instead of the sample size calculated by the sampling tool.  
The discrepancies between the sampling tool and the sample selections are due to selecting the 
recommended sample size 50 or more. 

Indirect Costs 

The Indirect costs were subject to MUS. The GT sampling tool calculated a sample size of 13 
positive and 1 negative for FY2015; 19 positive transactions for FY2016; 20 positive 
transactions for FY2017; and 18 positive transactions for FY2018.  The sampling tool also 
calculated a sample size of one for negative transactions for FY2015.  Unless otherwise noted, 
the sampling tool sample size is synonymous with the IDEA selected sample size. 

Note for FY2015, the sampling tool generated a sample size of 13 positive values. IDEA only 
selected 12 samples as a result of one high value items of $1.022M, generating the sample 
interval of $413K.  We also haphazardly selected one sample of negative transactions for 
FY2015 as it represented over 94% of the population.  Similarly, for FY2017, the sampling tool 
generated a sample size of 20 positive values, while IDEA selected 22 samples as a result of 
two low volume items of $267K and $289K, both less than the sampling interval of $388K. 

All Other Non-Personnel Costs  

Before selecting the sample items, we segregated high dollar value transactions related to lease 
payments within occupancy costs and will test these items in their entirety.  The remainder of 
the costs within All Other Non-Personnel Costs were subject to MUS.  The GT sampling tool 
calculated a sample size of 17 sample for FY2017.  For FY2018, the sampling tool also selected 
24 positive transaction and 10 negative transactions.  Based on this information, we randomly 
selected 17 and 16 positive samples for FY2017 and FY2018, respectively.  We also randomly 
selected 3 negative samples for FY2018.  The discrepancies between the sampling tool and the 
sample selection for FY2018 are due to one large item of $7M within the transaction data that is 
accounting for the difference per MUS. 
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 – FORMS SSA-4513 

FY2015 State Agency Report of Obligations for SSA Disability Programs 
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FY2016 State Agency Report of Obligations for SSA Disability Programs1 

 

  

 
1 SSA approved a revised SSA-Form 4513 for submission from the DDS.  As shown, the revised submission was 
marked as “CORRECTED” by the DDS. 
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FY2017 State Agency Report of Obligations for SSA Disability Programs2 

 

 

 
2 SSA approved a revised SSA-Form 4513 for submission from the DDS.  As shown, the revised submission was 
marked as “CORRECTED” by the DDS. 
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FY2018 State Agency Report of Obligations for SSA Disability Programs 
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 – NEW YORK DDS’ RESPONSE 
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Mission: The Social Security Office of the Inspector General (OIG) serves 
the public through independent oversight of SSA’s programs and 
operations. 

Report: Social Security-related scams and Social Security fraud, waste, 
abuse, and mismanagement, at oig.ssa.gov/report.  

Connect: OIG.SSA.GOV 

 Visit our website to read about our audits, investigations, fraud 
alerts, news releases, whistleblower protection information, and 
more. 

 Follow us on social media via these external links: 

 Twitter:  @TheSSAOIG 

 Facebook:  OIGSSA 

 YouTube:  TheSSAOIG 

 Subscribe to email updates on our website. 

https://oig.ssa.gov/report-fraud-waste-or-abuse/fraud-waste-and-abuse
https://oig.ssa.gov/report
https://oig.ssa.gov/
http://oig.ssa.gov/rss
https://www.twitter.com/thessaoig
https://www.twitter.com/thessaoig
https://www.facebook.com/oigssa
https://www.youtube.com/thessaoig
https://oig.ssa.gov/e-updates
https://www.twitter.com/thessaoig
https://www.facebook.com/oigssa
https://www.facebook.com/oigssa
https://www.youtube.com/thessaoig
https://oig.ssa.gov/e-updates
https://www.twitter.com/thessaoig
https://www.facebook.com/oigssa
https://www.youtube.com/thessaoig
https://www.youtube.com/thessaoig
https://oig.ssa.gov/e-updates
https://www.twitter.com/thessaoig
https://www.facebook.com/oigssa
https://www.youtube.com/thessaoig
https://oig.ssa.gov/e-updates
https://oig.ssa.gov/e-updates
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