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State of New York
Offi ce of the State Comptroller

Division of Local Government 
and School Accountability

October 2007

Dear County Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fi scal affairs of local 
governments statewide, as well as compliance with relevant statutes and observance of good business 
practices. This fi scal oversight is accomplished through our audits, which identify opportunities for 
improving operations and County Legislature governance. Audits also can identify strategies to reduce 
costs and to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of the County of Steuben, entitled County Risk Manager’s Offi ce: 
Self-Insured Workers’ Compensation Plan Administration. This audit was conducted pursuant to the 
State Comptroller’s authority as set forth in Article V, Section 1 of the State Constitution, and Article 
3 of the General Municipal Law.

This audit’s results and recommendations are resources for local government offi cials to use in 
effectively managing operations and in meeting the expectations of their constituents. If you have 
questions about this report, please feel free to contact the local regional offi ce for your county, as listed 
at the end of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government 
and School Accountability
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

Article 5 of the Workers’ Compensation Law (WCL) was enacted for counties with self-insurance plans.  
Sections 64 through 72 relate specifi cally to the administration of the plans. Under Article 5, Section 
61 of the (WCL), Steuben County (County) established a self-insurance plan (Plan) and extended 
coverage to its local municipalities. In 2004, the Plan’s participants, in addition to the County, included 
28 towns and nine villages.  The 2004 aggregate premium revenue for the Plan was $1,302,325.  

The County established its Plan by adopting Local Law No. 2 of 1956. This local law was amended 
in 1991 by resolution and again in 1992 by the adoption of Local Law No. 3 of the year 1992. These 
changes modifi ed the method by which participants could withdraw from the Plan and how the Plan 
would apportion costs to the participants.  Although the Plan has an Administrative Committee of the 
County Legislature, supervision of the Plan has been delegated to a County Risk Manager. The Risk 
Manager’s responsibilities include initiating the processing of workers’ compensation claims, safety 
training, and apportioning the costs of the Plan to participants.  

Scope and Objective

The objective of our audit was to examine the County Risk Manager’s administration of the Plan  
during the period January 1, 2001 through March 31, 2005.  Our audit addressed the following related 
question:

Has the County complied with the provisions of Workers’ Compensation Law and relevant • 
local laws when apportioning costs among participants and administering the Plan?

Audit Results 

The County did not comply with the provisions of WCL and relevant local laws when apportioning 
costs among participants and administering the Plan.  The local laws adopted to administer the Plan 
did not provide suffi cient rules and regulations to ensure the equitable distribution of costs or the 
effi cient administration of the Plan. The lack of rules and regulations left the apportionment of the costs 
of the Plan to the judgment of the Risk Manager. Without adequate guidance regarding the specifi c 
methodology to follow to apportion premium costs accurately and equitably, and documentation to 
show that such methodology was properly used, participants have no assurance that they are paying 
their fair share of these costs. 
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In April 2007, we met with County offi cials per their request to address their concerns about the 
2007-08 apportionment calculation.  Because of the Risk Manager’s incapacitation, County offi cials 
were unable to determine how to perform his apportionment calculation.  Based on our discussion the 
County adopted Local Law No. 5 of 2007, which related to the administration and operation of the Plan 
to provide for the apportionment of costs and operation of the Plan.  The Local Law provided for the 
apportionment of costs based on specifi c percentages of payroll, full valuation, and loss experience, as 
well as guidelines for the entry and withdrawal of participants.  We recognize the County’s effort to 
provide clear and concise guidance for the administration of the Plan.

Comments of Local Offi cials

The results of our audit and recommendations have been discussed with county offi cials and their 
comments, which appear in Appendix A, have been considered in preparing this report. County offi cials 
generally agreed with our recommendations and indicated they have initiated corrective action.

The County Legislature has the responsibility to initiate corrective action. Pursuant to Section 35 
of the General Municipal Law, the Legislature should prepare a plan of action that addresses the 
recommendations in this report and forward the plan to our offi ce within 90 days. For guidance in 
preparing your plan of action, you may refer to applicable sections in the publication issued by the 
Offi ce of the State Comptroller entitled Local Government Management Guide. We encourage the 
Board to make this plan available for public review in the offi ce of the Clerk of the Board.
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Background

Introduction

Workers' Compensation Law (WCL) provides for workers who are 
injured on the job to receive both medical care and weekly cash 
benefi ts, usually until they return to work.  The main goal of WCL is 
returning injured workers to employment without risking their health 
or welfare. All employers, with limited exceptions, must provide 
worker’s compensation insurance for their employees. One method 
of providing this insurance is to become part of a group self-insurance 
plan authorized by the New York State Workers’ Compensation 
Board. 

Article 5 of the WCL was enacted for counties with self-insurance 
plans. Section 65 of the WCL states that the county’s legislative 
body should adopt rules and regulations for the fair and equitable 
administration of the county’s self-insurance plan. Section 66 of the 
WCL calls for the annual insurance premium cost to be apportioned 
among plan participants in the same proportion as the full value of 
each participant’s taxable real property bears to the full value of all 
plan participants’ taxable real property. WCL also allows counties to 
apportion plan costs on the basis of loss experience, gross payroll, or 
some other rational classifi cation. However, if the county uses factors 
other than full valuation of taxable real property, the county must pass 
a local law to defi ne classes of participants, and to explain how costs 
for these participants would be determined. 

Steuben County Local Law No. 2 of 1956, as amended,1  provides for 
the Legislature to appoint an administrator for the Steuben County Self-
Insurance Workers’ Compensation Plan (Plan).  This administrator 
is the County Risk Manager. The Risk Manager’s responsibilities 
include initiating the processing of workers’ compensation claims, 
safety training, and apportioning the costs of the Plan to participants.  
The Legislature approved Local Law No. 3 of 1992 to adopt rules and 
regulations for the fair and equitable administration and operation 
of the Plan, and in particular for the apportionment of Plan costs. 
According to this law, costs would be apportioned to Plan participants 
to refl ect the full valuation of property, as a portion of total costs, loss 
experience and gross payroll.  

1 On December 23, 1991, the Legislature adopted a resolution which provided a 
method of withdrawal for the Plan’s participants. Local Law #3 of 1992 adopted 
on August 24, 1992, adopted rules for the apportionment of costs among the 
participants.  
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Membership in the Plan is open to all municipalities located in the 
County.  Transactions of the Plan are accounted for in the County’s 
self-insurance fund. In 2004, in addition to the County, the Plan’s 
participants included 28 towns and nine villages.  The 2004 aggregate 
premium for the Plan was $1,302,000.  

The objective of our audit was to examine the County Risk Manager’s 
administration of the Plan. Our audit addressed the following related 
question:

Has the County complied with the provisions of Workers’ • 
Compensation Law and relevant local laws when apportioning 
costs among participants and administering the Plan?

We examined the County’s administration of its self-insured workers 
compensation plan for the period January 1, 2001 to March 31, 
2005. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix B of this report.

The results of our audit and recommendations have been discussed 
with County offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report.  County offi cials 
generally agreed with our recommendations and indicated they have 
initiated corrective action.

The County Legislature has the responsibility to initiate corrective 
action. Pursuant to Section 35 of the General Municipal Law, the 
County Legislature should prepare a plan of action that addresses the 
recommendations in this report and forward the plan to our offi ce 
within 90 days.  For guidance in preparing your plan of action, you 
may refer to applicable sections in the publication issued by the Offi ce 
of the State Comptroller entitled Local Government Management 
Guide. We encourage the County Legislature to make this plan 
available for public review in the Clerk of the Board’s offi ce.

Objective

Scope and
Methodology

Comments of
Local Offi cials and
Corrective Action
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Plan Administration

The intent of Section 65 of the WCL is to ensure that a county, in 
administering its self-insurance plan, uses methods to apportion 
the plan’s premium costs in an objective, supported and transparent 
manner to provide for the “fair and equitable administration” of 
the plan for the benefi t of all participants. However, we found that 
the Risk Manager, who administered the County’s Plan, did not 
use objective measures to arrive at cost estimates, such as actuarial 
projections, and often lacked information, such as current payroll 
data, needed to calculate the estimates. Further, the Risk Manager 
did not document what methodology he used to apportion costs to 
participants, or provide participants with an explanation of how 
premium costs were calculated. Because the County Legislature had 
not developed a specifi c set of procedures for the Risk Manager to 
follow in apportioning Plan costs, he used his complete discretion in 
administering the Plan and apportioning Plan costs. As a result, Plan 
participants have no assurance they were charged their fair share of 
the Plan’s premium costs during our audit period. 

In July of each year, the Risk Manager provides the Legislature with 
a Table of Apportionment (Table) for approval. The Table provides 
participants with their share of the Plan’s estimated premium. Upon 
approval, the Risk Manager sends a certifi ed copy of the resolution 
fi ling and adopting the Table of Apportionment relative to the shares 
of the participating members of the Plan.  Included is a letter that 
advises participants that they may include their share in their annual 
budget and be billed by the Risk Manager’s offi ce in January by 
voucher, or that they may have their share levied against the taxable 
real property within their municipality through the Steuben County 
Real Property Tax Service Agency.  A participant must notify the Risk 
Manager’s offi ce by October 1st of their decision.  For all participants 
that do not respond by this date, their shares are automatically levied 
against taxable real property.

Pursuant to Local Law No. 3 of 1992, the County is obligated to 
apportion the total premium cost to the participants on the basis of all 
the following factors:

proportion  that a participant’s full value taxable real property • 
bears to the total full value taxable real property of all 
participants

loss experience• 

gross payroll.• 

Workers’ Compensation 
Billings
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Section Three 3 of the Local Law established classes based on a 
participant’s actuarially-projected loss experience, payroll and total 
full value taxable assessment.  The Local Law lists eight classes 
to refl ect a participant’s loss experience and two additional classes 
for payroll and assessment.2  Finally, the Local Law provides that a 
percentage of real property valuation be applied to the apportionment 
in order to obtain a cost to each participant, taking into consideration 
the commercial rate charged by commercial carriers doing business 
in New York State.  The Local Law also requires the Administration 
Committee of the Legislature to review and adjust the apportionment 
of costs to each participant before fi nal review and adoption by the 
full Legislature.

In practice, the Risk Manager’s method of determining participants’ 
costs was largely based on gross payroll, which he then modifi ed by 
assigning each participant to a loss experience class, based on his 
subjective assessment, and then applying premium discounts as he 
believed appropriate. However, this method of apportioning Plan 
costs did not satisfy the WCL requirement for fair and equitable 
administration of the Plan because the Risk Manager used his own 
judgment rather than objective data in making decisions, and did not 
document how he made those decisions. 

The primary cause of this problem in deriving and fairly apportioning 
Plan costs is the vagueness of Local Law No. 3 itself, and a lack of 
related procedures to provide a set methodology for calculating Plan 
costs. For example, the Local Law does not assign specifi c weights to 
each component (loss experience, payroll and the full value of taxable 
real property) for determining the impact each would have on the 
individual participant’s premium cost. Since the County Legislature 
did not develop procedures for assigning weights, the Risk Manager 
used his own judgment in deciding how much weight each factor 
should have.  

In addition, the Risk Manager used his discretion, instead of actuarial 
loss ratios, to assign participants to classes for loss experience. We 
also found, as detailed below, that the Risk Manager often lacked 
complete and up-to-date payroll data for participants. Therefore, 
participants may not have been properly classifi ed for loss experience 
or for total cost exposure – both factors that can signifi cantly affect a 
participant’s share of Plan premiums. Because of the lack of guidance 

2  Classes I through VIII relate to the Participant’s loss ratio, with Class I being the 
smallest and Class VIII the largest.  Payroll:  Class “A” over $1,000,000; Class 
“B” over $5,000,000.  Full Value: Class  “C” over $95,000,000; Class  “D” over 
$150,000,000
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in Local Law No. 3 and the lack of documentation to show how the 
Risk Manager calculated participants’ premium costs, we could not 
calculate what individual  participants’ premiums should be. However, 
based on the results of our audit, we can say that the County and Plan 
participants have no assurance that participants paid their equitable 
share of Plan premium costs during our audit period. 

Gross Payroll – The Local Law provides for participants to be 
classifi ed into two classes based on the total amount of gross payroll 
incurred. The Risk Manager calculated this portion of the workers’ 
compensation premium for each participant by multiplying the gross 
payroll, according to job description, by the workers’ compensation 
rate (as stated in the New York Workers Compensation and Employers 
Liability Manual) for that job description.  The Risk Manager relied 
on gross payroll information from participants as a factor to consider 
in calculating premiums. This information, however, was incomplete. 
According to the Risk Manager, he requested payroll information from 
participants only every other year.  He reported that some participants 
did not comply with his biennial requests for this information.  When 
this happened, the Risk Manager stated that he estimated salary costs for 
the missing years. For example, in reviewing the 2004 apportionment 
data, we noted that eight of the 37 (22 percent) participants did not 
submit their 2003 payroll information to the Risk Manager. The Risk 
Manager stated that because he cannot force participants to send their 
payroll information he used the 2001 payroll information for those 
participants who did not submit their 2003 payroll information and 
increased it by 8.6 percent.  He had no documentation to explain how 
he calculated the 8.6 percent increase.  We also found that, payroll 
data, when it was provided, was incomplete, since it did not include 
information on overtime pay, or salary data for certain employees, 
such as attorneys and lifeguards.

Fire and Ambulance – The Local Law did not make specifi c provision 
for calculating the premium for participants with components, such 
as fi re and ambulance departments, that rely on volunteer personnel. 
To account for these personnel, the Risk Manager used the October 
1, 2002 workers’ compensation rates from the New York Workers 
Compensation and Employers Liability Manual to determine the 
premium. 

Withdrawal from Plan – In 1991, the Legislature adopted a resolution 
establishing a method by which a participant could withdraw from the 
Plan.  The resolution stated that “any member desiring to withdraw 
shall be responsible for their share of all claims occurring during the 
time they participated in the Plan; that share of a reserved amount 
will be determined using the formula provided for determining a 
participant’s share of the current budget.”
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The Town of Erwin withdrew from the Plan in 2003 at a cost of 
$18,328 and the Town of Corning withdrew from the Plan in 2004 
at no cost, even though the Town of Corning had more claims (19) 
at a higher cost ($109,000) during the fi ve year period, 2000-2004, 
than did the Town of Erwin (10 claims at a total cost of $69,000).  
These withdrawal costs do not appear to be reasonable or equitable.  
However, due to the problems with the entire apportionment process, 
we could not determine the amount of the Plan’s reserve attributable 
to a participant who withdraws. 

In April 2007, we met with County offi cials per their request to 
address their concerns about the 2007-08 apportionment calculation.  
Because of the Risk Manager’s incapacitation, County offi cials were 
unable to determine how to perform his apportionment calculation.  
Based on our discussion the County adopted Local Law No. 5 of 
2007, which related to the administration and operation of the Plan 
to provide for the apportionment of costs and operation of the Plan.  
The Local Law provided for the apportionment of costs based on 
specifi c percentages of payroll, full valuation, and loss experience, as 
well as guidelines for the entry and withdrawal of participants.  We 
recognize the County’s effort to provide clear and concise guidance 
for the administration of the Plan.

1.   The Legislature should determine how to apportion Plan costs 
to participants and amend the Local Law to provide a clear and 
concise methodology for apportioning costs. 

2. The Risk Manager should provide Participants with detailed 
information on the apportionment calculation.

Recommendations
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

To accomplish our objectives, we reviewed the operations of the Steuben County Risk Manager’s 
offi ce for the administration of the self-insured workers’ compensation plan from January 1, 2001 
through March 31, 2005.  Our procedures included the following to obtain valid audit evidence:

We met with County offi cials and the County Risk Manager to gain an understanding of the • 
process used to bill workers’ compensation premiums to plan members and to determine the 
existence of written policies and procedures related to the administration of the plan.

We examined accounting records maintained by the County Risk Manager pertaining to the • 
2001, 2002, 2003, 2004, and 2005 apportionment of workers’ compensation premiums to plan 
participants.  These records included the assessment rolls, Participant payroll information, 
2000 U.S. Census data and the County fi re protection maps.

We reviewed the Participant’s gross payroll data and recalculated the Risk Manager’s premium • 
calculation.

We reviewed and recalculated the Risk Manager’s fi re and ambulance premium calculation.• 

We based our performance criteria for this audit on good management practices related to billings, 
Workers’ Compensation Law, Local Law No. 3 of 1992, actual workers’ compensation premiums 
billed by the County Risk Manager and the generally accepted principle that government managers are 
responsible for ensuring that resources are used effi ciently and that assets are safeguarded.

We conducted this performance audit in accordance with generally accepted government auditing 
Standards (GAGAS).  Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objectives.  We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objectives.
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APPENDIX C

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

To obtain copies of this report, write or visit our web page: 
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APPENDIX D
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY

Steven J. Hancox, Deputy Comptroller
John C. Traylor, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Room 1050
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce of the State Comptrller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates
counties

SYRACUSE REGIONAL OFFICE
Eugene A. Camp, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence counties

BINGHAMTON REGIONAL OFFICE
Patrick Carbone, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins
counties

GLENS FALLS REGIONAL OFFICE
Karl Smoczynski, Chief Examiner
Offi ce of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(518) 793-0057  Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Clinton, Essex, Franklin, Fulton, Hamilton,
Montgomery, Rensselaer, Saratoga, Warren, Washington
counties

ALBANY REGIONAL OFFICE
Kenneth Madej, Chief Examiner
Offi ce of the State Comptroller
22 Computer Drive West
Albany, New York   12205-1695
(518) 438-0093  Fax (518) 438-0367
Email: Muni-Albany@osc.state.ny.us

Serving: Albany, Columbia, Dutchess, Greene, 
Schenectady, Ulster counties

HAUPPAUGE REGIONAL OFFICE
Richard J. Rennard, Chief Examiner
Offi ce of the State Comptroller
NYS Offi ce Building, Room 3A10
Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties

NEWBURGH REGIONAL OFFICE
Christopher Ellis, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, NY  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Orange, Putnam, Rockland, Westchester
counties




