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Scope 
 

We have completed an audit of the Department of Labor and Workforce Development 

(DOLWD), Temporary Disability Insurance program for the period July 1, 2017 through October 

31, 2019. The audit included benefit payments accounted for in the State Disability Benefit Fund, 

administered by the Division of Temporary Disability and Family Leave Insurance (division). 

The State Disability Benefit Fund (fund) is primarily funded by contributions from New Jersey 

employers and their employees. The fund’s annual expenditures for the Temporary Disability 

Insurance program averaged $422 million for fiscal years 2017 through 2019.  

 

Temporary Disability Insurance (TDI) provides cash benefits to New Jersey workers who suffer 

an illness, injury, or other disability that was not work related and prevents them from working. 

Most employers in New Jersey are required to have TDI for their employees. 

 

Objectives 
 

The objectives of our audit were to determine whether financial transactions were related to the 

TDI program, were reasonable, and were recorded properly in the accounting systems. An 

additional objective was to determine the adequacy of internal controls over the processing and 

review of TDI claims. 

 

This audit was conducted pursuant to the State Auditor’s responsibilities as set forth in Article 

VII, Section I, Paragraph 6 of the State Constitution and Title 52 of the New Jersey Statutes. 

 

Methodology 
 

Our audit was conducted in accordance with Government Auditing Standards, issued by the 

Comptroller General of the United States. Those standards require that we plan and perform the 

audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our findings and 

conclusions based on our audit objectives. We believe the evidence obtained provides a reasonable 

basis for our findings and conclusions based on our audit objectives. 

 

In preparation for our testing, we studied legislation, the administrative code, circulars 

promulgated by the Department of the Treasury, policies of the DOLWD, as well as documented 

the internal controls of the Disability Automated Benefits System. Provisions we considered 

significant were documented, and compliance with those requirements was verified by interview, 

observation, and testing. We also read the budget messages, reviewed financial trends, and 

interviewed the department’s personnel to obtain an understanding of the program and the internal 

controls. 

 

We assessed the reliability of DOLWD data by performing electronic testing, reviewing existing 

information about the data and the system that produced them, and interviewing division officials 

knowledgeable about the data. We determined the data were sufficiently reliable for the purposes 

of this report. In addition, we utilized data received from the New Jersey COURTS Online system.  
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While we concluded the data were sufficiently reliable for the purposes of our review, we did not 

independently verify the data. 

 

A nonstatistical sampling approach was used. Our samples of benefit payments were designed to 

provide conclusions on our audit objectives, as well as internal controls and compliance. Sample 

populations were judgmentally selected for testing. 

 

Conclusions 
 

We found the financial transactions included in our testing were related to the TDI program, were 

reasonable, and were recorded properly in the accounting systems. We also determined controls 

to ensure TDI claims were processed in compliance with program regulations were adequate. In 

making these determinations, we noted certain internal control weaknesses meriting 

management’s attention and presented an observation on claims processing times. 
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Workers’ Compensation Claims Reimbursement 
 

The division does not independently verify potential Temporary Disability Insurance cases 

with Workers’ Compensation court filings. 
 

The division does not have adequate controls in place to detect the existence of Temporary 

Disability Insurance (TDI) claims that are potentially a duplication with Workers’ Compensation 

(WC) benefits. Failure to properly identify claims with the potential for duplicating benefits could 

lead to a violation of the TDI law and lost reimbursement to the fund. 

 

Per N.J.S.A. 43:21-30(b), an individual is prohibited from collecting both TDI and WC benefits 

for the same injury over the same time period. However, an individual who is involved in a 

contested WC claim may receive TDI benefits from the division while awaiting settlement of 

their WC claim, provided the individual has filed a viable claim petition with the DOLWD’s 

Workers’ Compensation Division and has signed an agreement to reimburse the fund for any TDI 

benefits received. This is intended to prevent an individual from receiving WC benefits and TDI 

benefits for the same injury over the same time period. However, the division relies solely on 

individuals to disclose the existence of contested WC cases that are related to TDI claims.  

 

We performed a review of TDI claims where an individual filed a claim without indicating the 

injury was work related and who also filed a contested WC case. Our review was performed on 

claims where the injury date was within 10 days of the WC case injury date for the same 

individual and the WC case was not dismissed. The injury descriptions from both the TDI claim 

and the WC case were compared, and similarities were judgmentally determined. We determined 

273 of 418 claims were from similar injuries, which indicates a potential duplication of benefits. 

The total calculated amount of TDI benefits paid for the 273 claims was $2,046,434. We provided 

this information to division personnel for further action. 

 

Recommendation 

 

The division should better coordinate with the DOLWD’s Workers’ Compensation Division to 

perform comparisons of all individuals who file TDI claims and WC claims within short time 

periods of each other. The comparisons will provide a more comprehensive detection process of 

claims that carry a duplication of benefits risk. 

 
 

 

Workers’ Compensation Lien Awards 

 

The division can improve collection efforts on outstanding lien awards. 

 

An individual must indicate on the disability claim application whether or not the injury is work 

related. When an individual indicates that the injury is work related and follows the steps outlined 

in the previous finding, the division places a WC lien on the claim to indicate the potential 
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reimbursement of disability benefits. In cases where the contested WC claim is dismissed, the 

TDI claim is treated like a regular claim with no reimbursement required. 

 

We performed a review of TDI claims with attached WC liens from adjudicated WC cases where 

an amount was awarded to the fund. We reviewed all 48 claims where reimbursement awards 

were outstanding for more than 100 days according to the division’s automated system. Our 

review found that 24 had some payment activity not recorded in the system and the remaining 24 

claims, totaling $145,671, had no payment activity. 

 

Further discussion with division personnel revealed the procedures for the handling of 

outstanding lien awards were not followed because the liens had not been sent to the DOLWD’s 

Benefit Payment Control Unit (BPC) to initiate steps for recovery. Division procedures require 

outstanding WC lien awards to be sent to the BPC 100 days after adjudication to initiate steps for 

recovery. Failure to follow this procedure could result in uncollected reimbursements to the fund. 

 

Recommendation 
 

The monitoring of outstanding lien awards should be strengthened to ensure all outstanding 

reimbursements are sent to the BPC 100 days after adjudication in an effort to recover all lien 

amounts owed. 

 
 

 

Private Plan Denials 
 

Companies and unions that provide private temporary disability insurance are not 

submitting required reports and denial documentation. 
 

State Plan disability coverage is provided automatically to all covered employers. However, 

employers may establish a Private Plan, which must be approved by the DOLWD, to replace the 

State Plan. A Private Plan may be through an insurance company, a union welfare fund, or a self-

insured employer. At a minimum, the benefit amounts, eligibility requirements, and duration 

provided by the Private Plan must be equivalent to those provided by the State Plan. The 

DOLWD’s Private Plan Compliance Unit can approve, modify, and terminate Private Plans. It is 

also responsible for monitoring the claims activity of Private Plans, including the denials of 

claims. 

 

N.J.A.C. 12:18-2.30 requires self-insured companies, insurance companies, and union 

organizations to submit biannual reports identifying the number of claims received and accepted, 

and the amount of benefits claimed. Our review of the reports submitted for the period July 1, 

2017 to December 31, 2017 found only 343 of the 568 reportable entities (60 percent) had 

submitted the required biannual reports. 
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Additionally, when a claim is denied under a Private Plan, N.J.A.C. 12:18-2.2(f) requires the 

division be “immediately furnished with a copy of the claim and the notice of denial.” 

Furthermore, the New Jersey Private Plan Claims Manual, given to all Private Plan employers, 

states that whenever a Private Plan claim is denied or terminated, copies of the denial letter and 

disability claim file must be sent to the Claims Review Unit within the Private Plan Compliance 

Unit. We estimated the 343 reportable entities that submitted their biannual reports may have 

denied up to 1,733 claims. However, documentation for only 559 denials had been sent to the 

division for review, with a total 39 being reversed, resulting in $189,328 of approved benefits to 

previously denied claims.  

 

The Private Plan Compliance Unit does not follow up with employers or take steps to revoke 

their Certificate of Approval for not submitting their biannual reports or supporting 

documentation for denials. Without independent review of the denials, claims could be unjustly 

denied. 

 

Recommendation 
 

We recommend the DOLWD improve its monitoring of Private Plans to ensure compliance with 

the administrative code. 

 
 

 

Timeliness of Deposits 
 

The DOLWD is not depositing checks in a timely manner. 
 

Treasury Circular 12-02-OMB requires state agencies to ensure that all state funds are deposited 

on the same day as received. We performed a count of WC lien reimbursement checks and found 

84 totaling $590,449 were held at the division and not deposited the same day as received. One 

check for $7,579 had been held for 182 days. The table below provides a breakdown of the length 

of time checks had been held at the time of our review. 

 

Days Held Count Total

1-7 13 72,600$       

8-14 14 85,354         

15-21 9 64,851         

22-28 15 108,879       

29-35 6 63,628         

36-42 17 113,368       

43-49 7 59,521         

50 or more 3 22,248         

Total 84 590,449$      
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Further review of the check deposit log for the period of January 29, 2019 through August 12, 

2019 revealed that 311 checks had been held by the division for an average of more than 28 days 

before being submitted for deposit. 

 

The division’s procedures manual for the handling of claims with WC liens instructs personnel 

to hold checks in a safe until it is evident in the division’s automated system that a reimbursement 

amount is to be paid for the lien. Once the reimbursement is entered into the automated system, 

the check is submitted to the BPC for deposit. This process results in checks being held in a 

manner that is not in compliance with the Treasury Circular. 

 

Recommendation 
 

The division should revise its procedures regarding the handling of claims with WC liens to 

ensure that checks received for WC reimbursements are deposited the same day as received. 

 
 

 

Observation 

 

Claims Processing Times 
 

While the division is improving its processing times, it is still not meeting the benchmarks 

set forth by the current law. 
 

According to Public Law 2019, Chapter 37, the “division shall implement disability insurance 

goals for the timely determination and prompt payment of temporary disability benefits.” The 

law specifies that at least 75, 85, or 90 percent of the original benefit determinations shall be 

completed within 14, 21, or 28 days, respectively, of the commencement of the disability, or the 

receipt of the benefit claim by the division, whichever is later. The following chart was prepared 

using the division’s reports and shows the processing times for the previous 5 years. 

 

Days Benchmark 2014 2015 2016 2017 2018

14 or less 75 52.7 48.0 35.9 19.9 45.0

15-21 85 62.0 57.6 51.3 33.0 59.6

22-28 90 76.8 65.8 62.0 56.8 72.8

Number of Claims 112,118    108,395    106,845    113,045    108,729 

Percentage of Claims Processed

 
 

While the chart shows that processing times are improving overall, the division has still not met 

its benchmarks. It should be noted, current changes to the TDI program may increase claim 

volume. 

 
 

 














