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ANEY PAUL
LEGISLATOR — DISTRICT 14

CHAIR, GOVERNMENT OPERATIONS COMMITTEE

AGENDA
GOVERNMENT OPERATIONS COMMITTEE
WEDNESDAY, MAY 28, 2014
5:30 PM

ROLL CAIL

~ ADOPTION OF THE MINUTES OF THE JULY 30,2013 MEETING

1. REF.#8735 REQUESTING THAT THE NEW YORK STATE ASSEMBLY PASS
BILL A.69838 AND THE NEW YORK STATE SENATE PASS BILL S.4815
ESTABLISHING AN ENTERPRISE FRAUD PROGRAM OFFICE
(HON. BARRY S, KANTROWITZ, LEGISLATURE)

2. REF. #9495 DISCUSSION ITEM: OPERATIONAL REVIEW OF COUNTY DEPARTMENT(S)
FUNCTIONS AND PROGRAMS
« DEPARTMENT OF LAW
(HON. ANEY PAUL, LEGISLATURE)

3. REF. #9495 DISCUSSION ITEM: OPERATIONAL REVIEW OF COUNTY DEPARTMENT(S)
FUNCTIONS AND PROGRAMS :
e CONSUMER PROTECTION/WEIGHTS AND MEASURES
(HON. ANEY PAUL, LEGISLATURE)

“The Rockland County Legistature is cohunitted to full compliance with the Americans with Disabilities Act. To that end, the Legislature is committed to-
creating an accessible environment for all. To request accominodations that you may require, please call Damaris Alvarez at 845-638-5248 (845-708-
7899 for TTY/TDD). Please request these accommodations three (3) days in advance so that we can seek to meet your needs.”
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Introduced by: Referral No. 2{ ?ﬁf
Hon. Barry S. Kantrowitz, Sponsor , 2014

RESOLUTION NO. . OF 2014
REQUEST!NG THAT THE NEW YORK STATE ASSEMBLY PASS BILL
A.6988 AND THE NEW YORK STATE SENATE PASS BILL S:4815
ESTABLISHING AN ENTERPRISE FRAUD PROGRAM OFFICE

WHEREAS, the prevalence of fraud, waste, abuse and improper
payments is pervasive and growing in many government programs, and the
public is footing the bill; and

WHEREAS; the following are just a few'exampies of fraud and waste:

1) according to the Government Accountability Office, over $70 billion in

- improper Medicaid and Medicare payments are made each year;

2) according to the U.S. Department of Labor, the 2011 unemp!oyment
insurance payment error rate was 11.2% and resulted in $5.7 billion i in
|mproper payments; and

3) in the 2012 filing season, the IRS estlmated losses due to identify theft
at $5 billion;

and

WHEREAS, these deb;litatmg costs to the State are found in many
agencies and programs, and are created by a varlety of dlfferent problems and
1neff|0|enc|es and

WHEREAS the collectwe cost of the fraud waste, abuse and improper
payments adversely affects the State budget, impedes economic development
and.depletes benefits intended for citizens in need. While individual: -agencies -

- may ‘attempt to combat these improper behaviors on their own; they are out of
their depths and are severely outmatched in thelr attempts the ent!tles involved
in commlttmg fratid and abusing. government programs are becomlng
mcreasmgly sophisticated in their schemes and tactics, and often’ work in
orgamzed rings or networks to steal from any and all government programs and

WHEREAS detecting the methods of these organlzatlons reqmres state-
of-the-art technology and'constant vigilance that is beyond the capabifities of
agencies and programs tasked with other important full-time respons:bllltles and -




WHEREAS, identifying possible waste, fraud, abuse and improper
payments at the earliest possible point would reduce losses and prevent
erroneous payments from being made, potentially providing millions if not billions
of dollars in cost-savings fo the State; and

WHEREAS, modern technologies and practices exist and have been
successfully used in the commercial sector for many years and have been found
{o greatly reduce losses associated with fraud, waste, and improper payments.

Integrating this state-of-the-art fraud detection and prevention technology into
State government would greatly help agencies reduce their losses to fraudulent
behavnors and ,

WHEREAS, for this modern technology to most efﬂCIentIy be deployed, a -
government office should be created that can devote its undivided attention to
effectively combating waste, fraud, abuse and improper payments across various
government offices and programs. An enterprise approach coordinates the
efforts of many agencies and incorporates data from muitiple sources, allowing
the State to better detect improper behaviors across agencies and programs, and
to leverage economics of scale to reduce overall costs for fraud detection and
prevention across all state government programs; and

| WHEREAS, bills A.6988 and S.4815 would amend the Executive Léw to
establish an Enterprise Fraud Program Office to provide for the detection and
prevention of fraud, waste, abuse and improper payments in state government;
and

‘ WHEREAS, the | Committee has met, considered and by a
vote, approved this resolution; now therefore be it

RESOLVED, that the Legislature of Rockland County hereby urges the
New York State Assembly to pass Bill A.6988 and the New York State Senate fo
pass Bill $.4815 establishing an Enterprise Fraud Program Office, and that the
. Governor of New York sign such legislation; and be it further -

RESOLVED, That the Clerk to the Legislature be and he is hereby
authorized and dlrected to send a copy of this resolution to Hon. Andrew M. .
Cuomo, Governor of the State of New York;.Hon. David Carlucci, Hon. William J.
Larkin; Jr., New York State Senators Hon. Kenneth P. Zebrowski, Jr., Hon. Ellen
C. Jaffee, and Hon. James G. Skoufis, Members of the New: York State”
Assembiy, the President Pro Tem of the New York State Senate; the Speaker of
the New York State Assembly; the Majority.and Minority Leaders of the New York
State Senate and Assembly; and to such other persons as the Clerk, in his -
discretion, may deem proper in order to effectuate the purpose of this resolution.
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STATE OF NEW YORK

5988
2013-2014 Regular Sessions
IN ASSEMBLY
April 29, 2013

Introduced by M. of A. HEVESY -- read once and referred tec the Committee

on Governmental Operations '
AN ACT to amend the  executive law, in relation to establishing the

enterprise fraud program office to provide for the detection and

prevention of fraud waste, abusze and improper payments in state

government

THEE PEOPLE OF THE STATE OF NEW YORK; REPRESENTED IN SENATEIAND ASSEM-
BLY, DC ENACT AS FOLLOWS:. '

Section 1. Legislative findings. (a) Fraud, waste, abuse and improper

payments are pervasive, and often on the =zise, in many government'

programs.

{1) According to the Centers for Medicare and Medigaid Servaces (CM8} ,
the 2011 Medicaid improper payment rate was 8.1% .

(2} Accordlng ‘the the Government Accountablllty Office (GAOQ), over 370
billion in improper payments are made each year in Medlcaad and Medi-
care;

(3) According to the U.s. Department of Labor, the 2011 unemployment

insurance payment error rate wis 11.2%, resultlng in -$5.7 Pkillion of
improper payments;

{4) = Accdording to the Internal Revenue Service {IRS}, the tax gap for
federal income.tax is at least $270 billion per yeary

(5) In the ‘2012 filing seascn, IRS estimated losses due to 1dent1ty
theft alene at §5 billion, and detected an additienal $12 billion.

(b) Entities involved in perpetratlng fraud and abuse of government
programs are becoming increasingly more sophistlcated in their  sachemes

‘and: tactics, -and oftén work in organlzed and colluelve fraud rings or

networks to attack any and.all government programs. The fraud schemes
can be massive, as illustrated in the following recent cases: )

(1) Qctoher. 20101 73 defendants $i63 million - in false
Medicare/Medicaid billings, Armenian—American fraud ring;. '

EXPLANATION——Matter in ITALICS (underscored} is new; matter in brackete
[ ] is old law to be omltted

. . LBD10412—01—3

A. 6988 : _ 2

(2} February  2011: 20 defendants, $200 ‘million in false
Medicare/Medicaid billings, Florida; C B )

{3) February  2011: 111 defendants, $225 million in false
Medicare/Medicald billings, 7 cities;

(4} Aprll 2011: 3 defendants, $3 9 mllllon in food stamp 47 fraud,
Texas; ’ :

(5)  September 2011 91 . defendants, $£295 miliion in false
Medicare/Medicaid billings, 8 cities; : o _

(6} October  2012: 91 = defendants, 5430 million in false
Medicare/Medicaid billings, 7 cities.

(e} Fraud, waste, abuse and improper payments can adversely affect the
state budget, impede econecmic development and deplete beneflts Antended
for citizens in néed.

{d) The state's citizens expect state agen01es to: utlllze modern tech-
nigues and technology to prevent tax dollars from being spent on fraudu-
lent or improper payments.

(e} IdEHtlleng possible waste, fraud, abuse and impropex payments at
the earliest point possible will reduce . losses and possibly prevent
erroneous payments £rom being wade, thus provxdlng potentially mllllone
of dollars in cost-savings to the state.

(f). State- supported citizen and employee benefits programs, workers' '

ARSI Rt Y . Madlrad s nramn] evmant Tranreroae Fasw ceameldance. and
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digoretionary grants to community-based programs are areas where it is
important for the state to identify and prevent waste, fraud, abuse and
improper payments. ‘

(g) Modern technelogies and best practices exist, and have been

'deployed succeassfully in the commercial sector for many vears, that can

greatly reduce the losses associated with fraud, waste, abuse and
improper payments.

{(h} An enterprise approach to reducing waste, fraud, abuse, and
improper payments coordinates efforts with wmore than one agency and
irceorporates data from multiple data sources within an agency and
between two or more agencies. This type of approsch allows gtate govern-
ment to utilize its rich date. assets across agencies and programs to
better detect improper behaviors, and to leverage economies of scale to
reduce overall costs for fraud detection and prevention across all state
government programs and functions. .

5 2. The executive law iz amended by addlng a new section 56 to read
as follows:

8 56. ENTERPRISE FRAUD PROGRAM OFFICE. 1. THERE IS ESTABLISHED WITHIN
THE OCFFICE OF THE STATE INSPECTOR GENERAL, AN ENTERPRISE FRAUD PROGRAN
QFFICE TO IMPLEMENT A FRAUD, WASTE, ABUSE AND IMPROPER PAYMENTS
DETECTTION AND PREVENTION CAPABTLITY ACROSS STATE AGENCIES AND PROGRAMS.

2, STATE AGENCIES SHALL FULLY SUPPORT ﬁND‘PARTICIPATE IN THE ENTER-
PRISE FRAUD PROGRAM'S EFFORTS TO DEVELOP AN AUTOMATED FRAUD DETECTION
SYSTEM. STATE ACENCIES SHALL PROVIDE ACCESS TO STATE DATABASES AS
DIRECTED BY THE ENTERPRISE FRAUD PROGRAM OFFICE,TO ALLOW THE DATA TO BE
INTEGRATED WITH VARIOUS STATE DATA AND TO PERMIT FRAUD DETECTION ANALYT-
ICs SOFTWARE TO ANALYZE THE DATA.

3. IN SUPPORT COF TEHE AUTOMATED FRAUD DETECTION EFFORT, THE ENTERPRISE
FRAUD. PRCGRAM OFFICE SHALL: )

(A} DEVELOP A DETAILED LONG-RANGE PLAN TO IMPLEMENT AN AUTOMATED FRAUD
DETECTION SYSTEM ACROSS STATE AGENCIES;

(B} DETERMINE COSTS, TO INCLUDE VENDOR COSTS, FOR THE EFFORT FOR  FIVE
YEARS; . .

A. 6988 3

(C) COORDINATE WITH IMPACTED STATE AGENCIES TO DEFINE THETR INVOLVE-
MENT IN THE PROJECT AND TG IDENTIFY POTENTIAL DATA ASSETS AND APPLICA-
TIONS THAT CAN BE INCLUDED IN AN INITIAL REQUEST FOR PROPOSAL; .

(D} ESTABLISH PRIORITIES FOR DEVELOPING AND IMPLEMENTING POTENTIAL
APPLICATIONS;

(E) WORK WITH THE PROPER STATE AGENCIES TO EVALUATE POTENTIAL SAVINGS
RESULTING FROM FRAUD, WASTE, ABUSE AND IMPRCPER PAYMENTS REDUCTIONS IN
THE IMPACTED AGENCIES AND DPROGRAMS;

(F} ESTABLISH A PILOT PROJECT AS SET FORTH IN SUBDIVISION FOUR OF THIS
SECTION TO BEGIN THE IMPLEMENTATION PROCESS AND TO IDENTIFY AND RESOLVE
ISSUES ASSCCIATED WITH EXPANSION OF THE INITIATIVE;

() COORDINATE WITH PARTICIPATING ACGENCIES TO ENSURE THAT EACH HAS THE
RESOURCES AND PROCESSES NECESSARY TO ¥OLLOW UP ON INCIDENTS OF POTENTIAL
FRAUD, WASTE OR ABUSE IDENTIFIED; AND.

(H) PROVIDE RECOMMENDATIONS TO THE LEGISLATURE ON POTENTIAL FUTURE
INITIATIVES AND THE COST AND SAVINGS ASSOCIATED WITH EACH.

4, (A) THE ENTERPRISE FRAUD PROGRAM OFFICE SHALL INITIATE A PILOT
PROJECT WITHIN NINETY DAYS OF THE EFFECTIVE DATE OF THIS SECTION TO
IMPLEMENT STATE-OF-THE-ART ENTERPRISE FRAUD DETECTION TECHNOLOGY THAT
CAN SUPPORT FRAUD, WASTE, ABUSE AND IMPROPER PAYMENT DETECTION AND
PREVENTION 'ACROSS STATE AGENCIES, PROGRAMS AND FUNCTIONS.

() THE TECENOLOGY MUST FROVIDE THE FOLLOWING CAPABILITIES:

(1) AUTOMATED DETECTION AND ALERTING;

(2) CONTINUOUS MONITORING OF PROGRAM TRANSACTIONS AND  ACTIVITY, WITH
ABILITY TOC IDENTIFY FRAUD AND . IMPROPER PAYMENTS BOTH PROSPECTIVELY
(BEFORE THE- PAYMENT IS MADE) AND RETROSPECTIVELY (AFTER PAYMENTS ARE
MADE) ;

"(3) ABILITY TO DETECT NON- TRANSACTIONAL FRAUD SUCH AS PROGRAM ELIGI-
BILITY ISSUES AND IDENTITY THEFT;

(4) USE OF THE LATEST ADVANCED ANALYTICAL TECHNIQUES INCLUDING PREDIC-
TIVE MODELING, COMPLEX PATTERN ANALYSIS, SOCTAL NETWORK ANALYSIS, TEXT
MINING AND ‘GEOSPATIAL ANALYSIS;

(5) FEEDBACK AND SELF-LEARNING CAPABILITY TO ADAPT TO CHANGING SCHEMES
AND TRENDS;

(6) ADVANCED ENTITY RESOLUTION CAPABILITIES TO CREATE A HOLISTIC VIEW
QF ENTITIES ACROSS GOVERNMENT AGENCIES, PROGRAMS AND DATABAGES; AND

(7) THE ABILITY TO EXTEND AND ADAPT TO ALL AREAS OF STATE GOVERNMENT.

{¢) THE ENTERPRISE FRAUD PROGRAM OFFICE IS5 AUTHORIZED TO ENTER INTO A
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VENDOR LICENSE AGREEMENT FOR THE PILOT PROJECT IN AN AMOUNT NOT TO
EXCEED THE PCTENTIAL COST SAVINGS AS ESTIMATED BY THE ENTERPRISE FRAUD
PROGRAM OFFICE IN COCPERATION WITH IMPACTED STATE AGENCIES.

(1) PAYMENTS SHALL BE STRUCTURED TO COINCIDE WITH EXPECTED SAVINGS OR
BENEFIT REALIZATION,

(2} TO MAXIMIZE COST REDUCTIONS &ND SAVINGS, THE ENTERPRISE FRAUD
PROGRAM OFFICE SHALL SELECT A VENDOR AND ENTER INTO THE AGREEMENT WITHIN
ONE HUNDRED TWENTY DAYS OF THE EFFECTIVE DATE OF THIS SECTION,

&, (A) WITHIN NINETY DAYS FROM THE EFFECTIVE DATE OF THIS SECTION, THE
ENTERPRISE FRAUD PROGRAM OFFICE SHALL REPORT TO THE LEGISLATURE ON THE
IDENTIFICATION AND PROGRESS ON AT LEAST FIVE STATE AGENCIES PARTICIPAT-
ING IN THIS EFFORT,

(B) WITHIN ONE HUNDRED TWENTY DAYS FROM THE EFFECTIVE DATE OF THIS
SECTION, THE ENTERPRISE FRAUD PROGRAM OFFICE SHATL REPORT TO THE LEGIS-
LATURE ON THE PROGRESS AND THE STATUS OF THE PILOT PROJECT AS SET FORTH
IN SUBDIVISION FOUR OF THIS SECTION.

(C) THESE REPORTS SHALL CONTINUE QUARTERLY UNLESS OTHERWISE DIRECTED
BY THE LEGISLATURE.

A. 6388 . .4

(D) THESE REPORTS SHALL BE DEVELOPED AND PRESENTED BY THE ENTERPRISE
FRAUD PROGRAM OFFICE. . .

(E} THESE REPORTS SHALL INCLUDE THE FOLLOWING: )

(1) INCIDENTS, TYPES, AND AMOUNTS OF FRAUD IDENTIFIED, BY AGENCY;

(2) THE AMOUNT ACTUALLY RECOVERED AS A RESULT OF FRAUD IDENTIFICATION,
BY AGENCY;

(3) AGENCY PROCEDURAL CHANGES RESULTING FROM FRAUD IDENTIFICATION AND

THE TIMELINE FOR IMPLEMENTING EACH;
{4) RECOMMENDATIONS FOR CHANGES IN STATE STATUTE, AGENCY = REGULATIONS,
AND AGENCY - OPERATING PRCCEDURES .THAT WOULD IMPROVE THE STATE'S ABILITY

TO IDENTIFY AND -PREVENT FRAUD AI\TD/OR INCREASE THE PROBABILITY THAT FUNDS

LOST TO FRAUDULENT ACTIVITY ARE RECCOVERED BY THE STATE;

-{5) . RECGMMENDATIONS FOR CHANGES IN THE U.8. "CODE, . CODE OF -FEDERAL )

REGULATIONS, AND OPERATING PROCEDURES BY U.S. DEPARTMENTS AND AGENCIES

THAT WOULD IMPROVE THE STATE'S ARBILITY TO IDENTIFY AND- PREVENT FRAUD .

AND/OR INCREASE THE PROEABILITY TI—IAT FUNDS LOST TO FRAUDULENT ACTIVITY
ARE RECOVERED RBY THE STATE;

16) STATE CO8TS FOR FRAUD DETECTION FOR THE PREVIOUS QUARTER

{7) PAYMENTS TO THE VENDOR FOR THE DPREVIOQUS QUARTER; AND

(8) ANTICIPATED COSTS AND ‘VENDOR PAYMENTS FOR EACE OF THE NEXT TWO
YEARS FROM THE DATE OF THE REPORT,

€. . RECOVERIES . REALIZED FROM PROJEC'I‘S UNDER THIS SECTION SHALL BE
PLACED IN A NONREVERTING RESERVE FUND IO OPERATE THE. ENTERPRISE FRAUD
PROGRAM OFFICE OR ANOTHER APPROPRTIATE SAVINGS MECHANTSM AND - SHALL NOT BE
UTILIZED EXCEPT BY AN APPROPRIATION OF 'I'HE LEGISLATURE. OTHER BENEFITS
SUCH AS COST AVOIDANCE SHALL BE IDENTIFIED AND REPOR’I‘ED QUARTERLY TO THE
LEGISLATURE.

5 3. 'I‘hls act shall take effect 1mmed:|.ate1y
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