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1 We 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(1) and (7), and Article VII, Section 111 of the State Finance Law 

and Article 18, Section 550 of the State Labor Law. 

September 16, 2019 

Ms. Roberta Reardon 
Commissioner 
Department of Labor 
State Office Campus 
Building 12, Room 500 
Albany, NY 12240 

Re: Report 2019-UI-01 

Dear Commissioner Reardon: 

Our Office examines Department of Labor (Department) Unemployment Insurance (UI) benefit 
payments on a daily basis.  The objectives of our examination are to determine if the payments 
are appropriate and comply with applicable Federal and State laws and regulations and 
Department policies and procedures.  This annual report summarizes the findings related to our 
examination of UI benefit payments that were confirmed by the Department during calendar year 
2018. 

In addition to our daily examination of UI benefit payments, we used data analytics to identify and 
facilitate the Department’s recovery of UI overpayments made to New York State employees.  We 
also followed up on the recommendation made in our 2017 annual report that the Department 
work collaboratively with this Office to identify and implement opportunities to help detect and 
prevent erroneous UI benefit payments. 

A. Results of Examination 

Our Office identified 2,115 overpayments totaling $788,487.  Based on our findings, the 
Department assessed penalties valued at $1,110,430 against certain claimants who received 
these overpayments.  We also identified 267 underpayments totaling $48,728. 

In addition, we identified five fraudulent UI benefit claims established by three claimants who 
received inappropriate payments totaling $35,478.  We also prevented $19,945 in additional 
inappropriate payments to these claimants.  In April 2018 our Office requested a meeting with 
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Department officials to discuss why these frauds went undetected.  The Department indicated 
they would complete an internal review of the fraud cases prior to meeting with this Office.  To 
date, the Department has not scheduled a meeting on this issue.  However, in March 2019 we 
found the Department approved another potentially fraudulent claim that was established by one 
of the same claimants. 

As a result of our data analytic efforts, the Department recovered $370,264 in calendar year 2018 
from 202 NYS employees who were previously overpaid UI benefits.  We also identified an 
additional $336,845 in potential future recoveries of UI benefit overpayments made to newly hired 
NYS employees. 

We previously recommended the Department work with our Office to identify and implement 
opportunities to detect and prevent erroneous UI benefit payments.  While the Department agreed 
to work with our Office to improve overall system integrity, to date there has been no progress on 
several OSC proposals to expand use of data analytics.  Routine joint staff meetings have ceased 
as well.  We believe opportunities exist to work more closely such as when significant findings are 
identified such as the fraud cases indicated above. 

We shared a draft report with Department officials and considered their comments (Attachment 
C) in preparing this final report. The comments of the State Comptroller’s Office on the 
Department’s response are included in Attachment D. 

B. Background and Methodology 

UI benefits provide temporary income to people who are unemployed through no fault of their 
own; have sufficient prior wages to establish a claim for benefits; are ready, willing and able to 
work immediately; and are actively seeking work.  Claimants may receive UI benefits for a 
maximum of 26 full weeks during a one-year period. 

A claimant who willfully makes a false statement or representation to obtain UI benefits has 
committed fraud.  A claimant who commits fraud will forfeit future days of UI benefits and will be 
charged a monetary penalty and required to pay back the overpayment. 

The Department has the primary responsibility for reviewing and approving claims for benefits, 
investigating potential fraud cases, assessing penalties, and collecting overpayments.  The 
Department also collects mandatory contributions to the UI Fund from employers and, subject to 
audit by our Office, directs the disbursement of UI benefits from the UI Fund.  This Office exercises 
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its statutory authority to examine UI benefits on a pre- and post-payment basis to determine if 
payments are just, due and owing to the claimants. 

To accomplish our objectives, we used data analytics to examine current and historic payments, 
as appropriate, that met predetermined risk criteria.  We also reviewed pertinent supporting 
documentation, such as Department of Taxation and Finance wage reporting information, 
employer payroll information and various information maintained in the Department’s mainframe 
applications. 

C. Details of Findings 

1. Daily Examination of Payments 

a. Overpayments and Underpayments 

As part of our daily examination of UI benefit payments, we identified 2,115 overpayments totaling 
nearly $788,487 (see Attachment A).  This includes: (i) $545,726 in overpayments made prior to 
the date of our audit, including $535,614 the Department will pursue for recovery and $10,112 the 
Department determined was not recoverable; (ii) $100,859 in inappropriate current payment 
requests that were stopped; and (iii) $141,902 in potential overpayments over the life of the claims 
that were prevented because the Department took corrective actions based on our findings. 

We also identified 267 underpayments totaling $48,728 to claimants who did or will receive their 
full benefits because the Department took corrective actions based on our findings. 

Based on the overpayments we identified in the current reporting period, the Department 
assessed penalties of $1,110,430 against claimants who willfully misrepresented pertinent 
information to obtain UI benefits to which they were not entitled.  This includes $81,783 in 
monetary penalties and 11,633 forfeited benefit days with a potential offset value of $1,028,647.  
In addition, based on the overpayments we identified during current and past reporting periods, 
the Department offset $97,118 in forfeited benefits against UI payments during the current 
reporting period. 

b. Fraudulent Claims and Payments 

Our Office identified five fraudulent UI benefit claims established by three claimants who willfully 
misrepresented their identities to receive 85 fraudulent UI benefit payments totaling $35,478 (see 
Attachment B).  These payments were approved by the Department between 2015 and 2018.  
We prevented an additional 47 fraudulent payments, totaling $19,945, because the Department 
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took corrective actions based on our findings.  Subsequently, the Department assessed the 
claimants $5,321 in monetary penalties and 576 forfeited benefit days with a potential offset value 
of $48,440. 

When we identified the fraudulent claims, we immediately informed the Department of the identity 
of the claimants.  In April 2018, we requested a meeting with the Department to discuss the failure 
of existing internal controls to detect the fraud and how to prevent a reoccurrence of the fraud.  
Department officials indicated they wanted to conduct an internal review prior to meeting with this 
Office.  While over one year has passed, the Department has not scheduled such a meeting and 
we are unable to determine whether the Department took action to prevent the reoccurrence of 
this fraud.  In March 2019, the Department approved another potentially fraudulent claim that was 
established by one of the same claimants we previously referred to the Department (See 
Attachment B, Claimant B).  We rejected the initial payment on the new claim and again referred 
the matter to the Department. 

2. New York State Employee Overpayments 

Our Office worked with the Department to identify and recover UI benefit overpayments due and 
owing to the Department from NYS employees (employees) with previous UI claims.  As a result 
of our use of data analytics during current and prior reporting periods, we identified and the 
Department recovered $370,264 from 202 employees in calendar year 2018.  During the same 
period, we identified an additional $336,845 in previous UI benefit overpayments made to newly 
hired employees. The Department will take action to recoup the overpayments from these 
employees.  These results were achieved as a result of our Offices working together. 

3. Prior Recommendations 

In the 2017 annual report, our Office recommended the Department work collaboratively with our 
Office to detect and prevent erroneous UI benefit payments.  To date, we can report only limited 
progress.  In 2018, we proposed additional opportunities to collaborate and reduce the risk of 
fraud, waste or abuse in the UI program that can be jointly identified through: (i) periodic meetings 
to share new audit approaches and/or high risk areas for examination; (ii)  internal control and 
process assessment meetings to identify the root cause(s) of one-time and reoccurring erroneous, 
inappropriate or fraudulent payments; and (iii) expanding our ability to perform data analytics 
using data provided by the Department. 

We believe there are measurable impacts to the efficiency and effectiveness of protecting the 
integrity of the UI Fund when the Department and our Office work together.  We look forward to 
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continuing the development of our collaborative relationship with the Department and assisting 
the protection of the UI Fund. 

Recommendations 

1. Recoup outstanding overpayments and monetary assessments from claimants identified 
in this report, as appropriate. 

2. Act immediately to determine appropriate steps to prevent reoccurrence when fraudulent 
payments or other significant issues are identified. 

3. Meet timely with this Office to discuss the cause when significant findings are identified 
and steps taken to address them. 

4. Work with this Office to identify and implement opportunities to detect and prevent 
erroneous, inappropriate or fraudulent UI benefit payments, as detailed above. 

Please provide a response to this final report by October 16, 2019 indicating any actions 
planned to address the recommendations in this report.  We thank you for your assistance in 
this matter. 

Sincerely, 

Bernard J. McHugh 
Director of State Expenditures 

 
Encl: Attachment A 
 Attachment B 

Attachment C 
Attachment D 

 
cc: Stephen Geskey 
 Mary Batch 
 Wendy Luft 
 Erin Murphy
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State Comptroller’s Office Comments on Auditee Response 
 

1. For the purposes of the audit, OSC’s forfeited benefit day recoverable calculation is 
derived from New York State Labor Law.  OSC recognizes there are a number of factors 
that could affect these recoveries.  Consequently, our recommendation relies on the 
Department to take action as appropriate to recoup monetary assessments. 

2. As the report states, the Department wanted an opportunity to review the cases and 
response to OSC thereafter.  To date, the Department has not met with our auditors or 
shared the status or results of their internal review of the fraud cases we identified in this 
report.  When our auditors have the opportunity to evaluate this evidence, they may be 
able to provide the Department with additional information to prevent the reoccurrence of 
fraudulent payments. 

3. We appreciate the Department’s willingness to work more collaboratively.  In addition to 
re-establishing regular quarterly meetings, our auditors need to be able to meet with 
appropriate Department staff to conduct root cause analysis when significant issues or 
fraudulent payments are identified.  Also, the additional data to be provided by DOL will 
enable our office to further offer recommendations to strengthen the UI program. 

 


