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STATE OF NEW YORK

5056
2015- 2016 Regul ar Sessi ons
I N ASSEMBLY
February 10, 2015

Introduced by M of A HEVESI -- read once and referred to the Commttee
on Governnental Operations

AN ACT to anend the state finance | aw and the public authorities law, in
relation to authorizing an enterprise approach to the detection and
prevention of fraud, waste and abuse in state governnent and the
detection and prevention of inproper paynents of public noneys

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Legislative findings. (a) Fraud, waste, abuse and i nproper
paynents are pervasive, and often on the rise, in nmany governnent
progr ans.

(1) According to the Centers for Medicare and Medi caid Services (CWVS),
the 2011 Medi caid inproper paynent rate was 8. 1%

(2) According to the Governnent Accountability Ofice (GAO, over $70

billion in inproper paynents are nmade each year in Medicaid and Medi -
care;

(3) According to the U S. Departnment of Labor, the 2011 unenpl oynent
i nsurance paynent error rate was 11.2% resulting in $5.7 billion of

i mproper paynents;

(4) According to the Internal Revenue Service (IRS), the tax gap for
federal incone tax is at |least $270 billion per year;

(5) In the 2012 filing season, IRS estinated | osses due to identity
theft alone at $5 billion, and detected an additional $12 billion.

(b) Entities involved in perpetrating fraud and abuse of governnent
progranms are becom ng increasingly nore sophisticated in their schenes
and tactics, and often work in organized and collusive fraud rings or
networks to attack any and all governnent prograns. The fraud schenes
can be nassive, as illustrated in the follow ng recent cases:

(1) Cct ober 2010: 73 def endant s, $163 mllion in fal se
Medi care/ Medi caid billings, Arnenian-American fraud ring;
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(2) February 2011: 20 def endant s, $200 mllion in false
Medi care/ Medi caid billings, Florida;

(3) February 2011: 111 def endant s, $225 mllion in false
Medi care/ Medicaid billings, 7 cities;

(4) April 2011: 3 defendants, $3.9 million in food stanp 47 fraud,
Texas;

(5) Sept enber 2011: 91 def endant s, $295 mllion in false
Medi care/ Medicaid billings, 8 cities;

(6) Cct ober 2012: 91 def endant s, $430 mllion in fal se
Medi care/ Medicaid billings, 7 cities.

(c) Fraud, waste, abuse and inproper paynents can adversely affect the
st at e budget, inpede econom c devel oprment, and depl ete benefits intended
for citizens in need.

(d) The state constitution requires the state conptroller to, anong
other things, audit all vouchers before paynment and all officia
accounts and, in such respect, the legislature shall define the powers
and duties of the office and nay assign to the state conptroller admn-
istrative duties incidental to the performance of these functions and
the state conptroller has the constitutional authority to supervise the
accounts of public corporations commonly referred to as public authori-
ties. Statutorily, the state conptroller has the duty to superintend the
fiscal concerns of the state.

(d-1) In the performance of the state conptroller's constitutional and
statutory functions, duties and responsibilities, the state's citizens
expect state agencies to utilize nodern techniques and technology to
prevent tax dollars from being spent on fraudul ent or inproper paynents.

(e) ldentifying possible waste, fraud, abuse and the inproper paynents

of public noneys at the earliest point possible will reduce |osses and
possi bly prevent erroneous paynents from being made, thus providing
potentially mllions of dollars in cost-savings to the state.

(f) State-supported citizen and enpl oyee benefits prograns, workers'
conpensation, Medicaid, unenploynent insurance, tax conpliance, and
di scretionary grants to comunity-based prograns are areas where it s
important for the state to identify and prevent waste, fraud, abuse and
i mproper paynents.

(g) Modern technol ogies and best practices exist, and have been
depl oyed successfully in the comrercial sector for many years, that can
greatly reduce the |osses associated with fraud, waste, abuse and
i mproper paynents.

h An enterprise approach to reducing waste, fraud, abuse, and
i nproper paynments coordinates efforts with nore than one agency and
incorporates data from nultiple data sources wthin an agency and
bet ween two or nore agencies. This type of approach allows state govern-
ment to utilize its rich data assets across agencies and prograns to
better detect inproper behaviors, and to | everage econom es of scale to
reduce overall costs for fraud detection and prevention across all state
gover nment progranms and functions.

S 2. The state finance |law is anended by adding a new section 8-c to
read as foll ows:

S 8-C. ENTERPRI SE FRAUD PREVENTI ON AND DETECTI ON SYSTEM 1. | N FURTH
ERANCE OF THE COWPTROLLER S CONSTI TUTI ONAL AND STATUTORY FUNCTI ONS
DUTIES AND RESPONSIBILITIES, THE COWTROLLER MAY, WTH N H S OR HER
DI SCRETI ON, ESTABLI SH, | MPLEMENT AND UPDATE AS NECESSARY AN ELECTRONI C
DATA ANALYTI CAL ENTERPRI SE FRAUD PREVENTI ON AND DETECTI ON SYSTEM FOR THE
PREVENTION OF FRAUD, WASTE AND ABUSE |IN STATE GOVERNMENT AND THE
DETECTI ON AND PREVENTI ON OF | MPROPER PAYMENTS OF PUBLI C MONEYS.
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2. STATE AGENCI ES SHALL FULLY SUPPORT AND COOPERATE W TH THE STATE
COWTROLLER BY PROVIDING THE STATE COWTROLLER W TH ACCESS TO DATA
REQUESTED BY THE STATE COVWPTROLLER, | N ACCORDANCE W TH APPLI CABLE STATE
AND FEDERAL LAW TO ALLOW SUCH DATA TO BE | NTEGRATED | NTO SUCH ANALYTI C
EFFORTS AS THE STATE COWTROLLER MAY DEEM NECESSARY. FOR TH S PURPCSE,
THE TERM " STATE AGENCY" SHALL MEAN ANY OF THE FOLLOW NG PERFORM NG A
GOVERNVENTAL OR PROPRI ETARY FUNCTI ON FOR THE EXECUTI VE DEPARTMENT OF THE
STATE: A STATE DEPARTMENT, THE STATE UNI VERSI TY OF NEW YORK, THE CI TY
UNI VERSI TY OF NEW YORK, AND ANY BQOARD, BUREAU, DIVISIQN, COW SSICN,
COW TTEE, COUNCI L, OFFICE OR SIM LAR GOVERNMENTAL ENTI TY.

3. I N SUPPORT OF THE ENTERPRI SE FRAUD PREVENTI ON AND DETECTI ON SYSTEM
THE STATE COVPTROLLER SHALL ESTABLI SH PROTOCOLS:

(A) FOR DATA SHARING SECURE FI LE TRANSFERS AND/ OR OTHER METHODS TO
OBTAI N REAL- TI ME, REGULAR AND) OR PERI ODIC DATA FROM STATE AGENCI ES,
PROVI DED, HOWEVER, THAT ACCESS TO SUCH DATA BY THE STATE COWTROLLER
SHALL NOT WAI VE ANY PRI VI LEGE OR RI GHT OF CONFI DENTI ALI TY;

(B) TO ENSURE THE SAFETY, SECURITY, |NTEGRI TY AND PRI VACY OF ALL DATA
SHARED WTH HI' S OR HER OFFI CE | N ACCORDANCE W TH THE SYSTEM AND

(O FOR THE AUTHORI ZED RETENTI ON AND DELETI ON OF DATA OBTAI NED FROM
STATE AGENCI ES.

4. I N CONNECTI ON W TH SUCH SYSTEM THE STATE COMWPTROLLER, IN H'S OR
HER DI SCRETI ON, MAY:

(A) DEVELOP A LONG RANGE PLAN FOR PREVENTI NG OR DETECTI NG | MPROPER
PAYMENTS OF PUBLI C MONEYS, AND THE PREVENTI ON AND DETECTION OF WASTE,
FRAUD AND ABUSE | N GOVERNVMENT OPERATI ONS;

(B) ACQUIRE TECHNOLOGY | NCLUDI NG BUT NOT LIMTED TO SOFTWARE THAT
ENHANCES THE FOLLOW NG CAPABI LI TIES: (1) AUTOVATED DETECTI ON AND ALERT-
ING (1) CONTINUOUS MONI TORI NG OF PROGRAM TRANSACTI ONS AND ACTIVITY, TO
DETECT FRAUD AND | MPROPER PAYMENTS BOTH PROSPECTIVELY (BEFORE THE
PAYMENT | S MADE) AND RETROSPECTI VELY (AFTER PAYMENTS ARE MADE); (I111)
DETECTI ON OF NON TRANSACTI ONAL FRAUD SUCH AS PROGRAM ELI G BI LI TY | SSUES
AND | DENTI FY THEFT; AND

(C) EVALUATE POTENTI AL SAVI NGS RESULTI NG FROM SUCH EFFORTS.

5. THE STATE COWPTROLLER SHALL REPORT ANNUALLY TO THE LEG SLATURE NO
LATER THAN THE FI RST DAY OF SEPTEMBER, TWO THOUSAND S| XTEEN AND ANNUALLY
THEREAFTER ON THE PROGRESS, STATUS AND RESULTS OF THE SYSTEM CREATED
PURSUANT TO THI S SECTI ON AND SUBDI VISION TWDO OF SECTION TWENTY- El GHT
HUNDRED THREE OF THE PUBLI C AUTHORI TI ES LAW

S 3. Section 2803 of the public authorities | aw, as added by chapter
327 of the laws of 1958 and as renunbered by chapter 838 of the |aws of
1983, is amended to read as foll ows:

S 2803. Exam nation of the books and accounts of public authorities by
the state conptroller. 1. Notw thstanding any other provision of this
chapter, the state conptroller shall, fromtine to tinme but not |ess
than once in every five years, exam ne the books and accounts of every
authority or commi ssion heretofore or hereafter continued or created by
this <chapter, including its receipts, disbursenents, contracts, |eases,
sinking funds, investnents and any other matters relating to its finan-
cial standing. In lieu of such an exanination, the state conptroller is
her eby aut horized to accept fromevery such authority or comm ssion an
external examnation of its books and accounts made at the request of
such authority or conmm ssion.

2. (A) THE STATE COWPTROLLER MAY, PURSUANT TO SUBDIVISIONS TWDO AND
THREE OF SECTION EIGHT-C OF THE STATE FI NANCE LAW IN H'S OR HER SOLE
DI SCRETI ON, APPLY TO STATE AUTHORI TIES THE ELECTRONIC DATA ANALYTI CAL
ENTERPRI SE FRAUD PREVENTI ON AND DETECTI ON SYSTEM AS PROVI DED FOR I N SUCH
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SECTI ON El GHT- C OF THE STATE FI NANCE LAW PUBLI C AUTHORI TI ES SHALL FULLY
SUPPORT AND COOPERATE W TH THE STATE COVPTROLLER BY PROVI DI NG THE STATE
COWTROLLER W TH ACCESS TO DATA OF THE AUTHORI TY REQUESTED BY THE STATE
COWTROLLER, | N ACCORDANCE W TH STATE AND FEDERAL LAW TO ALLOW SUCH
DATA TO BE | NTEGRATED | NTO SUCH ANALYTIC EFFORTS AS THE STATE COW-
TROLLER MAY DEEM NECESSARY.

(B) FOR PURPOSES OF THI'S SUBDI VI SI ON, THE TERM " STATE AUTHORI TY" SHALL
HAVE THE SAME MEANI NG AS | N SUBDI VI SION ONE OF SECTION TWO OF THI S CHAP-
TER, PROVIDED THAT FOR PURPOSES OF THI'S SUBDI VI SI ON, THE TERM " PUBLI C
BENEFI T CORPORATI ON' AS USED I N SUCH SUBDI VI SION ONE OF SECTION TWDO OF
TH 'S CHAPTER SHALL HAVE THE SAME NMEANI NG AS I N SUBDI VI SI ON FOUR OF
SECTI ON SI XTY-SI X OF THE GENERAL CONSTRUCTI ON LAW

S 4. Nothing in this act shall be construed to in any way alter or
di m ni sh any statutory or constitutional power, duty or authority of the
state conptroller.

S 5. This act shall take effect on the one hundred twentieth day after
it shall have becone a | aw, provided, however, that effective i Mmedi at e-
ly, the addition, anendnment and/or repeal of any rule or regul ation
necessary for the inplenmentation of this act on its effective date are
authorized to be made and conpl eted on or before such effective date.



