THOMAS P. DiNAPOLI
COMPTROLLER

110 STATE STREET
ALBANY, NEW YORK 12236

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

September 16, 2016

Ms. Roberta Reardon
Commissioner
Department of Labor
State Office Campus
Building 12, Room 500
Albany, NY 12240
Re: Report 2016-BSE4-01
Dear Commissioner Reardon:
This report summarizes the results of the activities related to our Office’s examination1 of the
Department of Labor’s (DOL) Unemployment Insurance (UI) program during calendar year 2015.
This includes our examination of high risk payment requests and payments DOL approved in
2015 and related prior year payments. In addition, this report includes the results of our prior
years’ findings confirmed by DOL in 2015. The objectives of our examination were to determine
if payment requests and payments DOL approved were appropriate and in accordance with
applicable Federal and State laws and regulations and DOL policies and procedures, and if DOL
recouped overpayments based on our findings.
We shared a draft report with DOL officials and considered their comments (Attachment C) in
preparing the final report. The State Comptroller’s Office comments on DOL’s response are
included as Attachment D.
Summary of 2015 Audit Activities
We identified 11,306 overpayments totaling more than $3.6 million. This is comprised of: (i)
$93,760 in payment requests stopped; (ii) $280,276 in future payments that would have been
made over the life of the claim had DOL not taken corrective action based on our findings; and
(iii) $3,311,848 in erroneous payments. Based on the overpayments identified, DOL assessed
$471,458 in monetary penalties to 344 claimants. We also identified 588 underpayments totaling
$105,744, which is comprised of $23,662 in current payments and $82,082 in future payments
claimants would not have received had DOL not taken corrective actions based on our findings.

1We

performed our examination in accordance with the State Comptroller’s authority set forth in Article V, Section 1 of

the State Constitution, as well as Article II, Section 8, and Article VII, Section 111 of the State Finance Law and Article
18, Section 550 of the State Labor Law.
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We found the overpayments occurred because: DOL did not detect that claimants made false
statements to obtain benefits they were not entitled to receive; limitations in the UI payment
system permitted erroneous payments; or DOL staff did not follow established policies and
procedures (See Attachments A and B for a complete summary of findings). In addition, when
selecting a claim for review, we recommend DOL consider periodically reviewing a claim in its
entirety as this may help prevent the overpayments and underpayments identified in this report.
Due to restrictions on sharing confidential data, our Office worked cooperatively with DOL to
identify other potential recoveries totaling $284,315 from 205 New York State employees hired
during calendar year 2015 who owe DOL for UI overpayments received in prior years. We will
continue to match the UI Benefit Overpayment File to the New York State Payroll File on behalf
of DOL to identify opportunities for DOL to recover money from newly hired New York State
employees who owe for prior UI benefit overpayments.
UI Payment System
We found DOL improved the UI payment process to better identify potentially inappropriate claims
by enabling the system to: (i) better identify when the same wages were used to calculate a prior
period claim and (ii) block payments to claimants who certified their eligibility to receive UI benefits
while out of the country. DOL could further improve its UI payment process to prevent recurring
overpayments, such as payments that exceed the four day maximum within the same week and
payments made from multiple programs in the same week.
In its responses to this and prior years’ audit reports, DOL stated that they are undertaking a
major reengineering of its UI systems and entered into a multi-state consortium that will leverage
efforts to realize a modernized UI system. These efforts may address many or all of the issues
identified in this report.
Actions Taken by DOL Based on Current and Past Audit Results
In addition to our findings in Attachment A, as the result of our Office’s current and prior years’
findings, DOL recovered $253,968 in forfeited UI benefits from claimants who DOL determined
made false statements or representations to obtain benefits they were not eligible to receive. DOL
also recovered $488,138 from New York State employees who owed DOL for past UI
overpayments because of our joint effort to match the UI Benefit Overpayment File to the New
York State Payroll File.
Over the last three calendar years, overpayments have steadily decreased for the majority of
findings categories presented in our annual reports. In their responses to our annual reports,
DOL officials outline procedures implemented to fortify their audit process. For example, in its
response to the draft copy of this report, DOL officials explained they implemented new
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procedures in 2014 to better identify claimants who falsely certified their eligibility for UI benefits
while they were partially or fully employed. Our annual reports show this category of
overpayments has consistently been the largest. To date, overpayments DOL confirmed in this
category for calendar year 2015 decreased by more than $4 million from calendar year 2013.
Methodology
To accomplish our objectives, we used data analytics to select 69,646 transactions for audit,
including: (i) high risk payment requests DOL approved in 2015; and (ii) prior year payments
related to those 2015 payment requests. For example, we analyzed the daily payment file to
identify potential inappropriate payment requests and to verify claimant eligibility. Other data
analytics we performed included matching: (i) the Department of Taxation and Finance wage file
to the DOL payment file to identify payments made to claimants that may have been employed
while collecting benefits; (ii) monthly and quarterly payment files to identify duplicate payments;
(iii) out of country indicators in the claimants’ log file to the DOL payment file to identify claimants
collecting benefits while out of the country; and (iv) the claimant application file to the DOL
payment file to identify payments made to claimants that may have been day students attending
an elementary or secondary school during the wage period. We also reviewed prior years’ claims
associated with a subset of those 69,646 payment requests and payments based on risk
indicators.
Recommendations

1) Enhance controls to identify claimants who are falsely certifying eligibility to receive
UI benefits. Prosecute these individuals to the fullest extent of the law when it is
economically beneficial to do so.

2) Continue to develop a modernized UI system and provide our Office with a report
on the progress made to date and target dates for future milestones.

3) Address the system limitations in the UI payment system identified in this report.
4) Ensure staff follow established policies and procedures to process claims
appropriately.

5) Consider periodically reviewing individual claims in their entirety.
6) Recoup overpayments and monetary assessments from claimants, as appropriate.
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We request you provide a response to this report by October 17, 2016. We thank the
management and staff of the Department of Labor for the courtesies and cooperation extended
to our auditors.
Sincerely,

Bernard J. McHugh
Director of State Expenditures
Enc:

Attachment A
Attachment B
Attachment C
Attachment D

cc:

Carl Boorn
Mary Batch
John Dormin
Michael Vaccaro

Attachment A

Department of Labor
Unemployment Insurance Benefits
Summary of Overpayments Confirmed by DOL in 2015
Total Errors

Value of Errors

Finding
Number

Amount

Erroneous
Payments

Future
Payments
Prevented

Payments
Stopped

Claimants Falsely Certified Eligibility
Claimants were fully or
partially employed

8,369

$3,087,711

$3,087,399

$312

$0

199

53,484

15,934

37,147

403

124

31,811

31,760

51

0

102

18,673

4,832

570

13,271

106

14,901

547

9,060

5,294

51

2,263

353

1,910

0

436

5,510

448

5,062

0

5

1,412

1,412

0

0

Policies and Procedures Not Followed
DOL staff approved
payments to disqualified
claimants
883

256,924

147,491

3,776

105,657

Incorrect wage information
used to calculate benefit rate

1,001

210,516

19,377

35,488

155,651

30
11,306

2,679
$3,685,884

2,295
$3,311,848

384
$93,760

0
$280,276

Claimants were out of the
country
UI System Limitations
Weekly benefits exceed four
day maximum
Same wages used to
calculate multiple claims
Inappropriate payments to
educators during school
recess
System approved payments
to disqualified claimants
Benefit rate increases made
prior to implementation date
Payments from multiple
programs in the same week

Duplicate payments
Total

Attachment B

Department of Labor
Unemployment Insurance Benefits
Summary of Underpayments Confirmed by DOL in 2015
Total Errors
Finding
Number
Incorrect information used to
calculate benefits

588

Amount

$105,744

Value of Errors
Underpayments
Corrected
$23,662

Future
Underpayments
Prevented
$82,082

Attachment C

*
Comment
1

Attachment C

Attachment C

Attachment C

Attachment C

Attachment D

State Comptroller’s Office Comments on Auditee Response
1. This report summarizes all activities related to our Office’s examination of the UI program
during calendar year 2015, not just a summary of findings related to UI payments processed
in 2015. Therefore, these findings are within the scope of our audit period.
It is our policy to report a finding only when it has been confirmed by DOL. As of September
15, 2016, our Office is monitoring the outcome of an additional 362 potential erroneous
payment requests or payments that we sent to DOL from January 2013 through December
2015. We will report any findings that pertain to these notifications in the year in which DOL
confirms them.

