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199 Church Street
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          Re: Report 97-F-9

Dear Mr. Conolly:

Pursuant to the State Comptroller’s authority as set forth in Article V, Section 1 of the
State Constitution and Article 2, Section 8 of the State Finance Law, we have reviewed the actions
taken by officials of the State Insurance Fund (SIF) as of September 15, 1998, to implement the
recommendations included in our audit report, Detecting the Unreported Deaths of Extended
Payment Recipients (Report 95-S-86).  Our prior report was issued February 1, 1996.

Background

Employers in New York State are required by law to have workers' compensation and
disability benefit insurance coverage.  Such coverage is provided to about half the employers in
New York State by the SIF, a self-supporting insurance carrier operated by New York State.  In
1997, the SIF realized net income of  $91.7 million from premiums totaling $1.07 billion.  Most
SIF payments are made to temporarily injured workers and cease when the workers are able to
return to work.  However, when workers covered by the SIF die or are permanently disabled as
a result of on-the-job injuries, the payments made by the SIF are extended.  The extended
payments are made biweekly to a permanently disabled worker until the worker dies or returns
to work.  Similar payments are made to the beneficiary of a deceased worker.  During 1997, more
than 637,105 extended payments totaling $153.3 million were made by the SIF.

Summary Conclusions

Our prior audit found that efforts of the SIF to detect the unreported deaths of extended
payment recipients on a timely basis needed improvement.  Our report noted that procedures would
be greatly improved if the SIF periodically used computer matching techniques to compare its record
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of extended payment recipients to the records of reported deaths maintained by other government
agencies, such as the Social Security Administration.  In our follow-up review, we found that SIF
officials have taken steps to strengthen controls over detecting unreported deaths of extended benefit
recipients.

Summary of Status of Prior Audit Recommendations

Our prior audit contained 12 recommendations.  We found that SIF officials have
implemented eight recommendations, partially implemented two recommendations and have not
implemented two recommendations from our prior audit.

Follow-Up Observations

Recommendation 1

Monitor the responses to the annual verification letters and promptly follow up when no
response is received.

Status - Implemented

Agency Action - SIF officials stated that they are monitoring the responses to the annual
verification letters and, if necessary, are following up when no response is received.  Our
review of a sample of current cases confirmed this.

Recommendation 2

Follow up on the 24 nonrespondents from our test.

Status - Implemented 

Agency Action - SIF officials have reviewed the status of the 24 persons who did not respond to
our prior audit inquiry and have compiled a report of their eligibility status.  This report
indicated that one person had died and that checks for this person were being withheld.
The others reportedly either had the wrong birth date listed, had been located or had been
scheduled for a follow-up investigation to determine their status.

Recommendation 3

In the appropriate circumstances, require that the certification of continuing eligibility be
notarized.

Status - Implemented
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Agency Action - Currently, SIF requires that the claimant’s signature be reviewed as part of the
process for continuing eligibility.  This step is included in the “Checklist for Renewal.”
If a signature appears not to be that of the claimant, notarization is required or an
investigator is dispatched to visit the claimant.

Recommendation 4

Develop a management reporting system for investigative visits.

Status - Not Implemented

Agency Action - SIF officials attempted to implement this recommendation by contracting with
a consultant to develop a management reporting system for investigative visits.  However,
SIF was not satisfied with the work of the consultant and, therefore, a system was not in
place.  SIF officials stated that a comprehensive computer claims management system is
being developed.  They believe that this system should be in place by March 1999.

Auditors’ Comments - SIF should ensure that a management reporting capability for investigative
visits is established.

Recommendation 5

Monitor the progress in making scheduled visits and ensure that the visits are conducted.

Status - Not Implemented

Agency Action - SIF officials intended to implement this recommendation but were unable to do
so because the previously discussed management reporting system for investigative visits
was not in place.  However, SIF officials stated that scheduled visits are being made and
they provided documentation supporting this.  SIF officials intend that the comprehensive
computerized claims management system is going to help them to monitor progress in
making scheduled visits.

Auditors’ Comments - SIF officials should continue to work towards better monitoring of the
scheduled visits and establishing as soon as possible the system that would enhance this
process.

Recommendation 6

Modify the procedures for selecting individuals to visit so that high-risk individuals
have a better chance of being scheduled for visit.

Status - Implemented
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Agency Action - SIF officials modified the selection  procedures  so that higher risk individuals now
have a better chance of being scheduled for a field visit.

Recommendation 7

Periodically use computer matching techniques to compare extended payment records to
the records of reported deaths maintained by other government agencies, such as SSA,
NYSDOH and NYCDOH.

Status - Implemented 

Agency Action - SIF officials have begun using computer matching to compare extended payment
records to the records of reported deaths maintained by other government agencies.  These
agencies are the Social Security Administration, New York State Department of Health, and
the New York City Department of Health.

Recommendation 8

Ensure that the social security number is included in the records of all extended payment
recipients.

Status - Implemented

Agency Action - We reviewed a sample of case records for extended payment recipients and found
that, for the sampled items, SIF was ensuring that the social security number was included in
the records.

Recommendation 9

Recover the funds relating to checks that were inappropriately cashed and refer these
cases to the appropriate law enforcement agencies.

Status - Implemented

Agency Action - SIF officials investigated the status of the 40 claimants whom we identified as
receiving checks that they were not entitled to.  Of the 40 claimants, 24 did not cash any
checks, 5 cashed checks for amounts under $400 which SIF officials believed did not  warrant
the expense to make a recovery, and 2 were actually not deceased.  Of  the remaining 9, the
family of 1 claimant  made financial  restitution for the checks  improperly cashed  and the
other 8 claimants were referred to SIF’s Division of Confidential Investigation. These 8
claimants were, in turn, referred  to the New York State Insurance Department Frauds
Bureau or the Federal Bureau of Investigation.
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Recommendation 10

Ensure that employees do not share one another's user codes and passwords, and that
passwords be changed periodically.

Status - Partially Implemented

Agency Action - Through our testing and inquiry, we determined that SIF is ensuring that
employees do not share one another’s user codes and passwords.  However, we also
determined that while there is a provision in the system to change passwords periodically,
the change may include using the same password simply by re-entering it.

Auditors’ Comments - SIF officials should establish a system that does not allow a former
password to be reused.  

Recommendation 11

Ensure that the level of employee access to the automated system is commensurate with
job duties.

Status - Implemented

Agency Action - SIF officials are ensuring that the level of employee access to the automated
system is commensurate with job duties.  Our review of production reports for the
Compensation Payment System indicates the majority of transactions which should have
been processed by supervisors or managers were completed by this level of employee. 

Recommendation 12

Update the manual used by the Audit and Review Unit.

Status - Partially Implemented

Agency Action - While SIF officials agreed with the recommendation, the manual used by Audit
and Review Unit had not been updated since the automated system for processing
payments was implemented in May 1993.  According to SIF officials, memorandums
regarding topics addressed by the manual are being issued until the manual update is
completed.  Some revisions of pertinent sections of the manual were completed in July
1997 and  February 1998 and the remainder are expected to be completed during the 1998
calendar year.  However, we noted that the updated sections of the manual did not address
certain necessary procedures including what steps to take when social security numbers or
certification letters are absent.
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Auditors’ Comments - To ensure proper internal controls and consistent processing of
transactions, a complete, updated manual is essential.

Major contributors to this report were Tom Trypuc and Gennaro John Petillo.

We would appreciate your response to this report within 30 days, indicating any action
planned or taken to address any unresolved matters discussed in this report.  We also would like
to take the opportunity to thank the SIF for the courtesies and cooperation extended to our staff
during this review.

Very truly yours,

Jerry Barber
Audit Director

cc: Robert L. King
Terry Solomon 


