Improper Payments Information Act Year 2013
Benefit Accuracy Measurement Data Summary

The Benefit Accuracy Measurement (BAM) program is designed to determine the accuracy of
paid and denied claims in three major Unemployment Insurance (Ul) programs: State Ul,
Unemployment Compensation for Federal Employees (UCFE), and Unemployment
Compensation for Ex-Servicemembers (UCX). State Workforce Agencies (SWAs) select
weekly random samples of these program payments and denied claims. BAM investigators
audit these paid and denied claims to determine whether the claimant was properly paid or
denied eligibility. The results of the BAM statistical samples are used to estimate accuracy
rates for the populations of paid and denied claims. In addition, BAM is a diagnostic tool for
Federal and SWA staff to use in identifying systemic errors and their causes and in correcting
and tracking solutions to these problems.

Readers are strongly cautioned that it may be misleading to compare one state's
payment accuracy rates with another state's rates. No two states' written laws,
regulations, and policies specifying eligibility conditions are identical, and differences in
these conditions influence the potential for error. States have developed many different
ways to determine monetary entitlement to Ul. Additionally, nonmonetary requirements
are, in large part, based on how a state interprets its law. Two states may have identical
laws, but may interpret them quite differently. States with stringent or complex provisions
tend to have higher improper payment rates than those with simpler, more
straightforward provisions (See the 2013 “Comparison of State Unemployment Laws,”
http://www.oui.doleta.gov/unemploy/comparison2013.asp).

The Improper Payments Information Act (IP1A) of 2002 and subsequent amendments in the
Improper Payments Elimination and Recovery Act (IPERA) of 2010 require agencies to
examine the risk of erroneous payments in all programs and activities they administer. An
improper payment is defined as any payment that was made to an ineligible recipient,
duplicate payments, and payments that are for the incorrect amount -- both overpayments and
underpayments, including inappropriate denials of payment or service. Agencies are required
to review all programs and activities they administer and identify those that may be susceptible
to significant erroneous payments. IPERA defines “significant erroneous payments” as annual
erroneous payments exceeding both 2.5 percent of program payments and $10 million. The
Ul program meets both of these criteria. Additionally, IPERA codifies the requirement for valid
statistical estimates of improper payments such as those generated by BAM and compels
actions to reduce improper payments. SWAs make all Ul payment decisions. Therefore, the
U.S. Department of Labor (Department) requires SWASs to review their BAM improper payment
data and report their planned activities to prevent, detect, reduce, and recover improper
payments in an Ul Integrity Action Plan.!

The Department reports the overpayment and operational overpayment rates, as well as the
underpayment rate to the Office of Management and Budget (OMB)?, as part of its IPIA

! Unemployment Insurance Program Letter (UIPL) No. 21-11;
http://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=3050

% Issuance of Revised Parts | and Il to Appendix C of OMB Circular A-123;
http://www.whitehouse.qgov/sites/default/files/omb/memoranda/2011/m11-16.pdf
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reporting. The IPIA performance year 2013 (IPIA 2013) includes the period July 2012 through
June 2013 (Batch Range 201227 through 201326). It is extremely important that BAM
accurately measures the level of improper payments so that performance against the targets
can be properly evaluated.

Ul benefit payments included in BAM in IPIA 2013 decreased to $40.7 billion, compared with
nearly $45.2 billion in IPIA year 2012. IPIA 2013 BAM paid claims results are based on the
24,181 sample cases. This represents a completion rate of 99.96 percent. BAM auditors
completed claimant interviews in 92.35 percent of the cases. The remaining audits were
completed based on information obtained from agency records, the claimants’ former
employers, and third-party sources, such as labor unions and private employment agencies
(IPIA_2013 Method Claimant_Information_Obtained.x|Isx).

No single measure can reflect all aspects of Ul benefit payment integrity. The Department
uses eight analytical measures to assess SWA payment accuracy and estimate the risk of
erroneous denial of benefits. Individual SWA rates reflect state law, administrative code or
rules, and policy. National results reflect all SWA findings (the Virgin Islands are exempt from
operating a BAM program due to cost benefit considerations).

IPIA Improper Payment Rate (9.02%)* - Effective with the 2012 Annual Fiscal Report, the
Department began publishing an improper payments measure that takes into account the “net”
effect of Ul overpayment recoveries. This net improper payment rate was approved by the
Controller of Office of Management and Budget informing the Department that this
methodology is consistent with OMB’s IPERA implementing guidance (OMB memorandum M-
11-16) and approved the use of this new methodology to begin with FY 2013 reporting. The
Department’s new methodology was proposed because it supported good policy — promoting
the recovery of improper payments. The net improper payment rate includes two components
— total estimated overpayments ($4,477,779,467) plus total estimated underpayments
($203,485,017) — and subtracts the actual amount of overpayments recovered
($1,008,287,658) by state workforce agencies. This net integrity rate is derived from the BAM
program estimates of improper payments and the actual recoveries by state agencies as
recorded on the ETA 227 report. Nationally, BAM estimates the improperly paid dollars
outstanding after recoveries was $3,672,976,826 or 9.02% of the benefits paid.

BAM Overpayment Rate (11.00%)>- The overpayment rate is the broadest measure of
payments determined to be overpaid. The rate includes fraud, nonfraud recoverable
overpayments, nonfraud nonrecoverable overpayments, official action taken to reduce future
benefits, and payments that are technically proper due to finality or other rules. The rate
excludes payments determined to be "technically” proper due to law/rules requiring formal
warnings for unacceptable work search efforts. All causes and responsible parties are
included in this rate. When overpayments attributed to another SWA are excluded from
individual state results, the overpayment rate is 10.91 percent. Nationally, BAM estimates that

® National rates are based on the IPIA 2013 SWA data; California results do not include mandated National
Directory of New Hire crossmatch findings for data collected from July 2012 through December 2012. Several
BAM units did not enforce work search requirements according to state laws. This includes Utah which changed a
number of improper payments to proper payments and the Department disagrees with the SWA's action. For
certain periods of time New Mexico and New Jersey did not complete an adequate number of cases to produce
valid estimates and therefore the state rates have been estimated for a portion of the year.
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$4.48 billion in benefit payments were overpaid (including overpayments for which other SWAs
were responsible).

BAM Operational Rate (6.25%)*- The BAM operational overpayment rate includes those
overpayments that the states are reasonably expected to detect and establish for recovery --
fraud and nonfraud recoverable overpayments. Therefore the rate excludes work search,
employment service (ES) registration, base period wage issues and miscellaneous causes,
such as benefits paid during a period of disqualification, redeterminations, and back pay
awards. Nationally, BAM estimates the operational rate dollars overpaid were $2.54 billion.

Agency Responsibility (2.40%)? - This rate includes overpayments for which the SWA was
either solely responsible or shared responsibility with claimants, employers, or third parties,
such as labor unions or private employment referral agencies. The rate includes fraud,
nonfraud recoverable overpayments, nonfraud nonrecoverable overpayments, official action
taken to reduce future benefits, and payments that are technically proper due to finality or
other rules. When overpayments attributed to another SWA are excluded from individual state
results, the agency responsible rate is 2.30 percent. Nationally, BAM estimates SWAs had
contributory responsibility for $962.29 million in benefits overpayments.

Fraud (2.88%)3 - The definition of unemployment compensation (UC) fraud varies from state to
state. Because fraud determination criteria and thresholds vary throughout the SWAs; the
individual state rates reflect these differences. The rate includes all causes and responsible
parties. Nationally, BAM estimates that $1.18 billion in benefit payments were fraudulently
claimed.

Underpayment Rate (0.50%)® - This rate includes payments that the BAM investigation
determines were underpaid. All causes and responsible parties are included in this rate. It
includes errors where additional payment is made or those errors that are technically proper
due to finality rules or technically proper due to rules other than finality. As a percentage of Ul
benefits paid, BAM estimates the underpayment rate was 0.50 percent or $203.49 million.

Improper Denial Rates - BAM estimates the adjusted improper denial rates to be 8.85 percent
for monetary denials, 5.86 percent for separation denials, and 11.59 percent for nonseparation
denials.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages): IPIA_ 2013 Inteqgrity Rates All States.xlIsx

Beyond assessing payment and denial accuracy, the objectives of the BAM system includes
providing for improvements in program accuracy and integrity, and to encourage more efficient
administration of the Ul program. Two inconsistencies are apparent in the BAM data.
Specifically the data indicates that weaknesses exists in the federal expectation for work
search evidentiary fact requirement and issuing alternative base period monetary
(re)determination notices under the standard for claim determinations.


http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_All_States.xlsx

I. Paid Claims Accuracy

For each paid Ul week investigated, referred to as the Key Week (KW), BAM records whether
the payment was proper or improper and, if improper, the type of erroneous payment.
Payment errors on the key week are used to generate improper payment estimates. The
coding of BAM audit findings is consistent with the laws, rules and written policies of each
SWA®*. BAM captures 110 data elements for each sampled payment or denial

(ET_395 Handbook 5th Edition BAM_State Operations _Guidance). Data for nine of these
elements are completed only for erroneous payments or denials. The Department uses these
elements to produce the various integrity rates listed.

Each integrity rate represents a different view of the BAM data set. The BAM data construct
provides multiple perspectives; and payment errors may be included or excluded for a specific
rate (See IPIA_ 2013 Methodology and Program_Description Integrity Rate definitions). The
Operational, Fraud, and Agency Responsible Rates are subsets of the overpayment rate.

The following chart summarizes six paid claim accuracy (PCA) rates, which are used for
calculating overpayment estimates.

Ul Benefit Payment Improper Payment Rates

[
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For a detailed listing of these rates for each state, click on the following link (the spreadsheet
may have several pages): IPIA 2012 - IPIA 2013 Integrity Rate Changes.xIsx

4 Comparison of State Unemployment Laws, http://www.oui.doleta.gov/unemploy/comparison2013.asp
-4-



http://wdr.doleta.gov/directives/attach/ETHandbook_395_Ch5_acc.pdf
http://www.oui.doleta.gov/unemploy/bam/2013/BAM_Methodology_IPIA_2013.pdf
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2012_-_IPIA_2013_Integrity_Rate_Changes.xlsx
http://www.oui.doleta.gov/unemploy/comparison2013.asp

Overpayment and Operational Rate Time Series

The following chart displays the overpayment and operational overpayment rates by calendar
guarter. For the period IPIA 2009 to IPIA 2013, the average overpayment rate was 10.58
percent and the average operational rate was 5.96 percent. The chart exhibits the contrast
between these two rates and the impact of excluding the payment errors that are considered
“not detectable by normal means” or are cost prohibitive to establish and recover.

Overpayment and Operational Rates
By IPIA Year Quarter
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In contrast to the U.S. graph above, SWA rates show a higher degree of volatility from one
guarter to the next. The quarterly volatility is in part due to the smaller sample sizes at the
state level, the probability of sampling a given number of weeks with payment errors, and
seasonal factors. This volatility is one of the reasons that the Overpayment Detection Core
Measure uses three years of BAM data. This demonstrates that SWAs should be cautious in
making performance assumptions and judging corrective actions effectiveness based on one
single calendar quarter of data.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA 09 IPIA 13 Overpayment & Operational Overpayment Rates by Quarter & State.xlsx

BAM Operational Overpayment Rate

The BAM operational rate is a component of the performance indicator that measures the
detection of recoverable overpayments, which is one of four Ul program performance goals
that the Employment and Training Administration (ETA) has set as part of its Government
Performance and Results Act (GPRA) plan. These GPRA goals reflect the Ul program’s
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benefit payment, tax, and reemployment facilitation responsibilities.

The overpayment detection measure is also a Core Measure for Ul Performs, the Ul
performance management system. The Ul Performs Overpayment Detection Core Measure
covers a three-year period, and the GPRA measure is for a one-year period. The measure is
defined as the percentage of recoverable, detectable overpayments estimated by BAM that
state Benefit Payment Control (BPC) operations establish for recovery.

Overpayments Established (BPC)

Overpayment Detection Measure = X 100

Estimated Overpayments
(BAM Operational Rate x benefits paid)

The denominator or operational rate estimate represents that portion of total overpayments
that state BPC operations should be able to detect and establish for recovery. The operational
rate was developed following an extensive analysis of BAM overpayment data. State and
national overpayment detection measure data can be found at the following links:

GPRA Measure - http://www.oui.doleta.gov/unemploy/gpra.asp
Core Measure - http://www.oui.doleta.gov/unemploy/3yr overpay.asp

The minimum Acceptable Level of Performance (ALP) for the Detection of Overpayments Core
Measure is 50 percent, using a three-year average of the measure. There is also an upper
limit to the ALP. When a state exceeds the upper limit of performance of 95 percent, it
indicates a problem with the state’s BAM methodology and/or reporting of overpayment
established by BPC.

The following section illustrates the cause components of the operational rate and the types of
overpayments excluded from the operational rate.

Operational Overpayments

Overpayments included in the operational rate constitute 57.5 percent of all Ul benefit dollars
overpaid in IPIA 2013. Slightly more than half of the operational overpayments involve
unreported or misreported benefit year (BY) earnings. Separation issues account for just
under one-quarter of the operational overpayments, followed by issues related to the
claimant’s ability to work and availability for work (A&A).

As shown in the graph below, the balance of operational overpayments include such cause
categories as “Other Eligibility,” deductible income, and dependent allowance issues. The
“Other Eligibility” category includes refusal of suitable work, self-employment, alien status,
identity theft, and reporting issues (failure to appear as requested by the SWA to provide
information related to the Ul claim). “Deductible Income” issues include benefit eligibility
determinations involving the impact of payments received by the claimant such as severance
pay, vacation pay, or pension (Sev/Vac/SSI/Pen.). A number of states provide additional
benefits for claimants with dependents and thus “Dependents” issues may cause improper
payments.


http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Detection_of_Overpayments_Core_Measure_and_Computation.pdf
http://www.oui.doleta.gov/unemploy/performance.asp
http://www.oui.doleta.gov/unemploy/gpra.asp
http://www.oui.doleta.gov/unemploy/3yr_overpay.asp

Distribution of Ul Overpayments
IPIA 2013 Overpayments Included in the Operational Rate
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Operational $18Zr’18&924
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$2,573,784,285 Oth. Elig. Iss.
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Overpayments Excluded from the Operational Rate

Several overpayment causes are excluded from the operational rate because either: 1) SWAs
are unlikely to detect these overpayments through the methods commonly employed by BPC
(for example, crossmatches of Ul claimant Social Security Numbers with wage record and New
Hire Directory data, appeals reversals, and tips or leads); or 2) the cost of pursuing these
overpayment errors exceeds the amount of benefits that can be recovered. Work search
issues (55.5 percent of all excluded overpayments), base period wage issues (representing
slightly more than 10.5 percent, and Employment Service registration issues involving 9.85
percent of all excluded overpayments constitute the majority of the excluded causes.

Distribution of Ul Overpayments
IPIA 2013 Overpayments Excluded from the Operational Rate

Work Search eparation Issues
Issues $283,165,879
$1,057,266,407 6.32%

23.61% i
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$199,823,827
4.46%
mployment Service
Reg.
$187,478,440
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Technically Proper
$85,642,107
1.91%




After the exclusions by cause, the residual 10.3 percent of Ul overpayments excluded from the
operational rate are found unrecoverable, because either: 1) the time that has elapsed
between the overpayment and its detection exceeds the period established in state law in
which an erroneous payment can be recovered; or 2) responsibility for the improper payment
error rests with the agency, employer, or third party, and not the claimant; or 3) state law
prohibits the SWA from re-determining an issue that has been previously addressed (finality
rule); or the establishment and recovery of the would be against the standard of equity

and good consciousness. Most of these nonrecoverable overpayments are separation or
continued eligibility issues, such as the requirement that the claimant is able and available for
work.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA 2013 Overpayment Causes_Included & Excluded from_the Operational Rate.xlsx

Overpayment Cause by Integrity Rate

The Ul initial qualification and continuing eligibility requirements are complex. Benefit
payments are limited to weekly and maximum benefit amounts. Benefits are restricted to a
specific time period (benefit year). Claimant turnover is high with finite duration and
opportunities to return to employment. This complexity lends itself to improper payments;
therefore the causes of these improper payments are diverse. Errors can occur at any of the
process points discussed below. However, an error may or may not make the key week
improperly paid. If the error does not affect the key week payment, then it is excluded from the
integrity rate estimates.

All states require that a claimant must have earned a specified amount of wages or must have
worked a certain number of weeks or calendar quarters in covered employment, or must have
met some combination of the wage and employment requirements within his/her base period,
to qualify for benefits. The purpose of such qualifying requirements is to restrict benefits to
covered workers who are genuinely attached to the labor force.

All state laws provide that, to receive benefits, a claimant must be free from disqualification for
actions such as voluntary leaving work without good cause, or discharge for misconduct
connected with the work, or refusal of suitable work. Such disqualifying actions may occur
prior to the initial application or claim for benefits or at any point during the benefit year. The
purpose of these provisions is to limit payments to workers unemployed primarily as a result of
economic causes.

All state laws provide that, to receive benefits, a claimant must meet week-to-week eligibility
requirements. Claimants certify their weekly eligibility status when claiming benefits. The
general rule is that claimants must be able to work, available for work, registered for
employment services, report when directed to the agency, and actively seek work. Some
states provide dependent allowances in certain instances. Finally, claimants may be subject to
a reduction in benefit amounts payable based on any benefit year earnings (partial
employment) or deductible income received (i.e. pension, vacation pay, severance payments).

To determine improper payments and their causes, the BAM program - as a statistical survey -
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uses standardized questionnaires to gather information. The BAM investigator applies all
facets of state law, administrative code and official policy to the case findings to determine
whether a key week payment is proper or improper. Although the legal basis for determining
whether a payment is proper or improper may be different from state to state, the causes of
errors are common across the nation.

The distribution of the causes for Ul overpayments varies considerably among the four
overpayment integrity rates. The elements included or excluded from the various rates
influence this distribution (See IPIA_2013 Methodology and Program_Description Integrity

Rate definitions for inclusion or exclusion from various rates).

IPIA 2013 Overpayment Cause By Integrity Rate
Percent of the Estimated Dollars Overpaid

Cause Overpayment Opnggtg)nal Fraud Rate Reégﬁggble

Benefit Year Earnings 34.61% 58.87% 73.64% 13.80%
Work Search 24.33% N/A 1.90% 5.17%
Separation Issues 19.48% 23.29% 16.64% 40.29%
Base Period Wage Iss. 4.55% N/A 0.72% 5.40%
Able + Available 4.22% 7.29% 2.68% 4.53%
ES Registration 4.17% N/A 0.01% 12.13%
Other Eligibility 3.84% 5.93% 3.70% 8.49%
Sev./Vac./SSl/Pension 2.25% 3.76% 0.14% 3.35%
Other Issues 2.06% N/A 0.57% 6.33%
Depend Allowance 0.50% 0.86% 0.01% 0.51%
g;tgg?eouars Overpaid | ¢/ 477,779,467 | $2,543,829,366 | $1,175,418,670 | $962,294,242

The BAM program relies on a standardized coding system to categorize improper payments®

into major categories.

Codes Cause Group Description [Codes Cause Group Description
100 - 119; 150 -159| Benefit Year Earnings 420 - 429 Work Search Issues
120 -149 Deductible Income 460 -469 Employment Service Reg.
200 - 259 Base Period Wage Issues |430 - 459; 470 - 489| Other Eligibility Issues
300 - 329 Separation Issues 500 - 519 Dependents' Allowances
400 - 419 Able & Available Issues 600 - 639 Other Issues

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages): IPIA_ 2013 Inteqgrity Rates by Cause.xlsx

Unemployment Insurance Program Letter (UIPL) No. 21-11° requires states to analyze their

> http://wdr.doleta.gov/directives/attach/ETHandbook 395 Ch5 acc.pdf, Chapter V, pp. V-5 through V-7
® http://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=3050
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BAM data to identify the top root causes for improper payments and develop strategies that will
be effective in reducing or recovering improper payments. Additional analysis follows for the

top three causes nationally.

Benefit Year Earnings

Cause
Benefit Year Earnings

Overpayment

Operational
Rate

Fraud Rate

Agency
Responsible

Estimated Amount by Cause

$1,549,656,818

$1,497,589,157

$865,587,177

$132,759,567

Estimated $ Overpaid by Rate

$4,477,779,467

$2,543,829,366

$1,175,418,670

$962,294,242

Percent of Total $ Overpaid

34.61%

58.87%

73.64%

13.80%

As displayed in the IPIA 2013 Overpayment Cause By Integrity Rate table, unreported or
misreported benefit year earnings are the leading cause of Ul overpayments. They account for
almost three-quarters (73.64 percent) of Ul fraud overpayments, over half (58.87 percent) of
the overpayments defined by the operational rate, and slightly more than a third (34.61
percent) of the overpayments included in the overpayment rate, but only slightly more than a
seventh (13.80 percent) of the amount overpaid for which the agency had full or partial
responsibility.

The Ul system is designed to maintain and to encourage claimant attachment to workforce
overall and/or to their previous employers in particular. The system does this by allowing
partial payments, which are reduced for benefit year earnings (weekly benefit amount reduced
as a result of wages, commissions, bonuses, tips or gratuities, odd jobs or self-employment
income) and through workshare programs.” Because Ul benefits only replace a portion of the
claimant’s previous base period wages, states have devised various earnings disregard and
benefit reduction provisions. Ultimately, these payment adjustments require accurate reporting
of these benefit year earnings.

Generally claimants are required to report this income when earned - not when paid, and
claimants are required to report gross earnings - not net earnings. This benefit year earnings
reporting procedure is part of the continued claimstaking process (See claim filing methods by
state IPIA_ 2013 Claim_Filing_Methods.xIsx).

BAM collects data for several important Ul eligibility criteria before and after the BAM
investigation. Claimant earnings and adjustments to the claimant’s weekly benefit amount
(WBA) for the paid week (referred to as the key week) investigated by BAM can produce useful
information related to benefit year earning (BYE) improper payments. The following table
summarizes the earnings and adjustments data after the BAM investigation, that is, it
compares the information at the time the claimant received benefits to the findings after the
investigation. In IPIA 2013, the BAM program reviewed 24,181 key weeks. For these 24,181
paid weeks, 2,583 or 10.68 percent of the weeks investigated had benefit year earnings
reported at the time of payment. For these 24,181 paid weeks, 21,598 or 89.32 percent of the
weeks investigated had no benefit year earnings reported at the time of payment.

"Work Share: An alternative to employee layoffs, whereby a group of workers simply work shorter work weeks
and are compensated for their lost work time with partial benefits. Workshare program payments are excluded
from the BAM sample because many states tend to waive normal eligibility requirements.
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IPIA Period July 1, 2012 through June 30, 2013
Benefit Year Earnings Analysis
24,181 | | Completed Cases

2,583 | 10.68% | Total Cases completed initially reported benefit year earnings (BYE)

366 | 14.17% | Of the 2,583 cases with earnings had BYE over-reported
$45.66 | Average amount BYE over-reported in the key week
$20.00 [ Median amount BYE over-reported in the key week

1,284 | 49.71% | Of the 2,583 cases had BYE amounts accurately reported
$174.35 | Average amount of BYE accurately reported in the key week
$150.00 | Median amount of BYE accurately reported in the key week

933 | 36.12% | Of the 2,583 cases had BYE under reported
$97.54 | Average amount BYE of under-reported in the key week
$41.00 | Median amount BYE of under-reported in the key week

21,598 | 89.32% | Number of cases with No BYE initially reported

880 | 4.07% | Percent completed cases not initially reporting BYE actually had BYE
$407.67 | Average unreported or concealed BYE amount in the key week
$306.00 | Median unreported or concealed BYE amount in the key week

Slightly less than 50 percent (1,284 weeks) of the 2,583 key weeks with benefit year earnings
initially reported actually had the earnings reported accurately. However, 933 weeks,
representing 36.12 percent of the weeks with earnings initially reported, had under reported
earnings (claimant earned more than reported), and 366 weeks (14.17 percent) of the weeks
had over reported earnings (claimant earned less than reported).

Additionally, investigators found 880 weeks or 4.07 percent of the 21,598 weeks with no
benefit year earnings initially reported actually had earnings income. More than 88 percent of
these cases had benefits amounts decreased or reduced completely because the claimant
was found to be working part or full time.

These findings with respect to claimant earnings affect the accuracy of adjustments to the
claimant’'s WBA. Furthermore, claimants’ accurate reporting of benefit year earnings and
timely earning verification with employers are essential in preventing, identifying, and reducing
these types of improper payments.
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Work Search Issues

Cause Operational Agency
Work Search Issues PRI Rate AR RES Responsible
Estimated Amount by Cause $1,089,407,153 N/A $22,280,721 $49,775,969
Estimated $ Overpaid by Rate | $4,477,779,467 | $2,543,829,366 | $1,175,418,670 | $962,294,242
Percent of Total $ Overpaid 24.33% N/A 1.90% 5.17%

As displayed in the IPIA 2013 Overpayment Cause By Integrity Rate table, work search issues
are the second leading cause for the broadest measure of overpayments (overpayment rate of
24.33 percent) but are not a significant cause of either fraud overpayments (1.90 percent) or
overpayments for which the agency had full or partial responsibility (5.17 percent). As
discussed above in the operational rate section, work search issues are excluded from that
rate. Claimants were required to conduct a work search in 18,890 of 24,181 (or 78 percent) of
the cases reviewed. The remaining claimants were exempt from the work search requirements
for such reasons as being on a temporary layoff or being a member of a union with a hiring hall
or in approved training, etc.

The Ul program helps workers weather economic downturns by providing wage replacement
benefits to eligible individuals. The program is designed to be a temporary support until
workers are able to find new employment. A key principle of the program is, therefore, that
claimants are actively attempting to obtain employment. However, the Department’s
contemporaneous interpretation of the original Social Security Act (SSA) in 1935 was that
Federal law does not require a work search for the regular UC program.® In fact, current
Federal regulation in 20 CFR 604.5(h) provides: “The requirement that an individual be
available for work does not require an active search for work on the part of the individual.
States may, however, require an individual to be actively seeking work to be considered
available for work, or states may impose a separate requirement that the individual must
actively seek work.”

IPIA 2013 (July 1, 2012 through June 30, 2013) represents a transitional year in the Federal
work search requirement. The Middle Class Tax Relief and Job Creation Act of 2012 (Public
Law 112-96), enacted on February 22, 2012, added a new paragraph (12) to section 303(a) of
the Social Security Act, to require that a state’s law, as a condition of UC administrative grants,
provide that “as a condition of eligibility for regular compensation for any week [emphasis
added], a claimant must be able to work, available to work, and actively seeking work.” The
law is applicable to weeks beginning after the end of the first session of the State legislature
which begins after February 22, 2012.° Consequently, states which did not have active work
search provisions were required to enact laws and enforce such requirements as a condition of
eligibility for any week compensated.

UIPL No. 05-13, issued January 10, 2013, provides “Federal UC law does not specifically
define ‘actively seeking work,” states have some discretion to establish a reasonable definition.
States will exercise their discretion consistent with the strong expectation that UC beneficiaries
will be engaged in concerted and effective efforts calculated to find a suitable job in the

® Federal Register /Vol. 72, No. 9 /Tuesday, January 16, 2007 /Rules and Regulations p. 1891
° http://www.ssa.qov/OP_Home/ssact/title03/0303.htm#
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shortest period of time that is practicable.”'® Thus, states are provided tremendous leeway in
meeting this conformity requirement.*

States have devised various work search standards. In many states, claimants must make a
minimum number of employer contacts each week. Within a state there may be differences on
the number contacts required based on local labor market characteristics while in other states
the number of contacts is standard throughout the SWA. Some of these states may allow
certain activities such as completing job search seminars or networking to be considered
acceptable work search activities. Depending on occupation, some states require claimants to
contact the employer in person. As a condition of eligibility, many states require a claimant to
maintain a log of weekly work search contacts and provide the record for verification purposes.
Some states allow a claimant to simply attest without presenting any tangible evidence that
they have made an active search for work. A few states use a work search standard of what a
reasonable and prudent person in a similar situation would do in order to return to work. As
with the work search standards, enforcement varies considerably from state to state.

As a result of these diverse work search eligibility standards, there is tremendous work search
error rate variability among states. A lower error rate could reflect a higher rate of work search
compliance within the state (which in turn could be due either to greater search efforts by
claimants or to less stringent requirements for work search), greater leniency by an SWA in the
circumstances under which it considers claimants’ lack of compliance in work search or
reporting as constituting an improper payment, varying SWA standards for verification of
claimant provided contacts/activities, differences in how BAM audits are conducted, or the
SWA BAM program’s failure to consistently apply state laws in evaluating its cases.

The BAM program captures seven data elements to assist the state investigators in
determining claimant work search compliance. Claimants are asked about their work search
efforts in question 42 on the claimant questionnaire (ET Handbook No. 395, 5th Edition,
Appendix B, page 5). Detailed listings of these elements for each state (for those claimants
are required to actively seek work) can be found in the attached spreadsheet:

IPIA_ 2013 Work Search_Verification Outcomes.xlsx

Several things are apparent in the detail data:

> For over 18 percent of all key weeks investigated where the claimants were required to
conduct an active work search, the claimants did not or could not provide employer
contacts or work search activities for verification.

> For eligibility determination purposes it appears that claimants are often given the
benefit of doubt when they indicate they do not know the contacts made or activities
completed for the week being reviewed.

» When the claimant fails to respond to the BAM investigation, some states reach a
conclusion that the claimant made an active work search despite the fact that the
individual has not met work search documentation requirements specified in eligibility
policy.

» Some states are not complying with state law, administrative code/rules and policies
dealing when coding work search compliance and improper payments.

19 http://wdr.doleta.qgov/directives/attach/UIPL/UIPL No 5 13 Acc.pdf
1 http://www.workforcesecurity.doleta.gov/unemploy/conformity-payment.asp
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These differences include definitions of the work search effort that Ul claimants are required to
undertake, divergences in the claimant requirements to record and report their efforts, and
disparities in the SWAs’ efforts to verify and enforce adherence to requirements. The states
also differ in the conditions under which they categorize a claimant’s noncompliance with work
search requirements and or failure to maintain a record or log of work search contact and
activities as an improper payment. Those policies and practices are complex or nuanced or
sometimes intentionally not well documented. Finally, states may assert formal warning
policies which have not been publicized or which conflict with other operational guidance.

The IPERA requires federal agencies to produce a statistically valid estimate of improper
payments. The BAM program is ETA’s tool for accomplishing this requirement. However, the
Department has found instances where BAM units are not complying with the program
requirements, identified inconsistencies between BAM coding of work search outcomes and
state official policy (particularly when a claimant fails to respond), and found evidence that
some investigators have not met the BAM level of effort to obtain information standard. These
administrative findings affect the accuracy of the improper payment estimates generated from
the results of the BAM survey.

Separation Issues

Cause Operational

. Overpayment Fraud Rate Agency
Separation Issues

Rate Responsible

Estimated Amount by Cause $872,443,276 | $592,335,713 | $195,603,909 | $387,726,499

Estimated $ Overpaid by Rate | $4,477,779,467 | $2,543,829,366 | $1,175,418,670 | $962,294,242

Percent of Total $ Overpaid 19.48% 23.29% 16.64% 40.29%

As displayed in the IPIA 2013 Overpayment Cause By Integrity Rate table, issues involving the
claimant’s reasons for separating from work (separation issues) are the third leading cause of
Ul overpayments. They account for 19.48 percent of the overpayment rate, 23.29 percent of
the operational overpayments, and 16.64 percent of the fraud overpayments. However,
separation issues are the leading cause (40.29 percent) of the amount overpaid for which the
agency had full or partial responsibility.

Being involuntarily unemployed — that is, the claimant is unemployed through no fault of their
own - is a basic eligibility requirement. All state laws provide that, to receive benefits, a
claimant must be free from disqualification for such acts as voluntary leaving work without
good cause, or discharge for misconduct connected with the work. Such disqualifying acts
may occur prior to the initial claim for benefits or at any point during the benefit year. The
SWASs have the crucial responsibility of identifying and pursuing separation issues, conducting
fair and impartial fact finding hearings, and determining whether the employment separation is
disqualifying. Separation fact finding hearings involve input from both employers and claimants
and the facts may be disputed. The Benefits Timeliness and Quality (BTQ) guide sheets 1 and
2 in the ET Handbook No. 301, 5th Edition, show the complexities of fact finding and the
central role SWAs play in determining eligibility. However, the process demands employers
and claimants provide complete and timely facts to separation adjudicators so the state can
appropriately apply the law.

The SWA's central role in separation eligibility determinations is reflected in the agency
responsible rate. BAM investigators found separation errors in 651 of the 24,181 cases
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investigated. In 288 (or 44.2 percent) of the 651 separation error cases, the SWA'’s action or
inaction contributed to the error. But in only 106 (or 37.5 percent) of the 288 cases did the
agency have exclusive responsibility; in the remaining 182 cases the agency shared
responsibility with another party.

Although the BTQ data does not determine whether a payment is proper or improper, it does
reflect the BAM program’s assignment of agency responsibility. The table below shows the
BAM program’s finding for “allow payment separation determinations”.

Percent of Total # where all Percent of Total # Percent of Total # where all
relevant and critical facts where some critical relevant critical facts
were obtained or a facts were not obtained | obtained or a reasonable
reasonable attempt was and in their absence attempt was made to obtain
made to obtain them and the | correct or incorrect the facts and the
Determination | nonmonetary determination | application of law nonmonetary determination
Description is clearly correct cannot be established | law is wrong
Quit 66.86% 28.68% 4.46%
Discharge 73.49% 23.27% 3.24%

Further insight is gained on improper payments due to separation issues by examining the
sections Agency Action Prior to Sample Selection for Overpayments, Employer Action Prior to
Sample Selection for Overpayments, and Claimant Action Prior to Sample Selection for
Overpayments.

Overpayment Responsibility by Integrity Rate

The BAM program identifies the party or parties responsible for all payment errors. As with
cause, the distribution of overpayment responsibility varies considerably by integrity rate. A
fundamental aspect of payment "when due," for purposes of Section 303(a)(1), SSA, is that
UC is due to claimants who are eligible under state law. Eligibility for UC is determined on a
week-by-week basis. During a continued claim series, a claimant must certify continuing
eligibility for each week. If information provided by the claimant or others establishes eligibility,
the state agency manifests its determination of eligibility for that week by issuing compensation
to the claimant. Once initial eligibility is established, the SWA must make continued payments
unless a question concerning continued eligibility for benefits for a given week arises. Then
the SWA is required to conduct an investigation of the facts and makes a determination of
eligibility or ineligibility. *2

The overpayment rate is the broadest measure of overpayments. Because claimants control
much of the information used to determine weekly eligibility, they alone were responsible for
almost 65 percent of the dollars overpaid included in the overpayment rate. Errors resulting in
overpayments that were attributed exclusively to the SWA accounted for 8.1 percent of the
amount overpaid. The claimant and agency were jointly responsible for an additional 8.4
percent of the dollars overpaid, and the claimant and employer were jointly responsible for an
additional 9.0 percent of the annual rate overpayments.

2UIPL No. 04-01, “Payment of Compensation and Timeliness of Determinations during a Continued Claims
Series” http://wdr.doleta.gov/directives/attach/UIPL4-01.cfm
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Claimants alone were responsible for 68 percent of the amount overpaid included in the
operational rate. The claimant and agency were jointly responsible for 10.2 percent of the Ul
benefits overpaid under the operational rate definition, and the claimant and employer were
jointly responsible for an additional 12.4 percent of the operational rate overpayments.

Claimants alone were responsible for 75 percent of the fraud overpayments. Claimants along
with employers or agencies were responsible for nearly all of the remainder.

Responsibility for Overpayments By Integrity Rate
Percent of Total Dollars Overpaid

Overpayment 8.1%| * *E

Operational 10.2% | * *I*

Fraud* 11.4% |*

Agency Resp 39.3% 38.1% 12.0% I 9.2%
— — | | | —

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%

mClaimant Only @Claimant + Employer OClaimant + Agency BAgency Only

OEmployer Only oClmnt+Empl+Agy mAIll Others O Employer + Agency

* Less than 5 percent of the overpayments were classified as this responsibility.

The agency rate is defined by responsible party. The SWA was solely responsible for 38.1
percent of the amount overpaid included in the agency rate. Agencies shared responsibility
with claimants, employers, or third parties for the remainder.

For a detailed listing of these rates for each state, click on the following links (note:
spreadsheets may have several pages):

IPIA_ 2013 Integrity Rates by Responsibility.xIsx

IPIA 2013 Overpayment Rate Cause_and_ Responsibility.xIsx

Claimant Action Prior to Sample Selection for Overpayments

In the case of payment errors, BAM identifies the action that the claimant took prior to the
sample’s selection. Prior claimant action provides additional details on improper payment
responsibility and helps prioritize ways to prevent, reduce, and detect overpayments.

Claimants provide most of the information that agencies use in determining eligibility for Ul
benefits. Initial eligibility is determined using claimant and/or employer information to establish
monetary eligibility. Claimants must have had sufficient employment attachment and wages to
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be monetarily eligible. Along with monetary requirements, each state’s Ul law requires
workers to meet nonmonetary requirements. Federal law mandates some of these
requirements. The general rule is that workers must have lost their jobs through no fault of
their own and must be able to work, available for work, and actively seeking work.

Continuing eligibility for Ul is determined on a week-by-week basis. During a continued claim
series, a claimant must certify their continuing eligibility for each week. Errors can occur
anywhere in this business process. BAM assigns a code to indicate action(s) taken by the
claimant affecting the payment error issue by recording the following actions:

Claimant provided adequate and timely information to SWA for determination.
Claimant provided adequate information to SWA after due date for determination.
Claimant provided timely but inadequate information to SWA for determination.
Claimant provided inadequate/incorrect information to SWA after due date for
determination.

e Claimant did not respond to SWA request for information.

e SWA did not request the claimant to provide information.

Depending on the cause, BAM often finds claimants responsible for overpayments because
they are a principal source of information. Prior claimant action provides insight into this
coding. For example, in 88.9 percent of the benefit year earnings overpayments and 60.5
percent of the separation issues overpayments, the claimant provided inadequate but timely
information contributing to $1.9 billion overpaid in these two cause categories. Also, this
shows the importance of verifying separation and earnings information with employers and the
conduct of those actions.

For a detailed listing of this rate, click on the following link (note: the spreadsheet may have
several pages): IPIA 2013 Cause x_Prior_Claimant_Action.xIsx

Agency Action Prior to Sample Selection for Overpayments

In the case of payment errors, BAM identifies the action that the SWA took prior to the
sample’s selection. Prior agency action provides additional details on improper payment
responsibility and helps prioritize ways to prevent, reduce, and detect overpayments. At the
time the SWA made payment, BAM found most overpayments were not detectable through
normal agency procedures. For example, 78.32 percent of the operational rate’s $2.54 billion
overpaid were not detectable without the agency taking special actions.

However, BAM determined that 21.68 percent of the operational overpayments were
detectable at the time the payment was made. BAM found that at the time the sample was
selected the agency had resolved or was in the process of resolving just under 3.59 percent of
the operational overpayments and identified an additional 1.00% percent of benefit year
earnings or separation overpayments through crossmatch with new hire or wage records
investigation. For the remainder (17.09 percent or $434.8 million) of the operational dollars
overpaid, the agency had sufficient information to identify the overpayment issue but did not
resolve the issue, identified the overpayment issue but took the incorrect action, or did not
follow the prescribed procedures thereby precluding the SWA'’s ability to detect the error.
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Eighty-four percent of the overpayments determined to be due to fraud were not detectable
through normal agency procedures at the time the payment was made. Again, BAM found that
special agency actions (e.g. crossmatching with the National Directory of New Hires or taking
additional steps to secure employer information) were required to prevent or detect these
overpayments. The remaining fraud overpayments were distributed among the other prior
agency action categories similar to the operational overpayments.

IPIA 2013 Agency Action Prior to Sample Selection for Overpayments
Percent of Total Dollars Overpaid

Operational 2 o
Fraud
Overpayment 6.2% « [4
Agency Resp 29.9% *16.39%
| | |

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B OP Not Detectable w/o Special Actions ODid Not Resolve
BTook Incorrect Action BProcedures Not Followed
OIn Process of Resolving ODetected by Crossmatch

®Other Agency Error
*Less than four percent of total dollars overpaid were identified with this prior agency action.

For overpayments included in the overpayment rate, just more than 76.6 percent of the 4.78
billion dollars of Ul benefits overpaid was not detectable through normal agency procedures.
The agency had sufficient information but did not resolve the issue for 8.77 percent of the
amount overpaid, and the agency identified the overpayment issue but took the incorrect
action for 6.2 percent of dollars overpaid. The agency failed to follow its own procedures,
which precluded the ability to prevent the overpayment, for 3.72 percent of the annual rate
dollars overpaid. At the time BAM selected the sample, the agency had resolved or was in the
process of resolving improper payments constituting 2.72 percent of the amount overpaid.
Additionally, the agency identified 0.60 percent of these overpayments using crossmatches.
Finally, a small portion of dollars overpaid are caused by another SWA (0.91 percent).

For the agency rate, BAM determined SWAs were responsible for $978.6 million because they
had full or partial responsibility for the overpayment. Of these, the agency had sufficient
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information to identify the overpayment issue but did not resolve the issue for 40.48 percent of
the amount overpaid; took the incorrect action for 29.86 percent, and did not follow procedures
thereby precluding the SWA's ability to detect the payment error for 17.58 percent of the
amount overpaid. The remaining overpayments for which the agency had full or partial
responsibility were either not detectable through normal procedures at the time the payment
was made or the agency had resolved or was in the process of resolving improper payments
or the error was committed by another SWA.

For a detailed listing of these rates for each state, click on the following links (note:
spreadsheets may have several pages):
IPIA_ 2013 Integrity Rates Cause x_Prior_Agency Action.xlsx

Employer Action Prior to Sample Selection for Overpayments

In the case of payment errors, BAM identifies the action that the employer took before the
payment was selected for the BAM sample. Prior employer action provides additional details
on improper payment responsibility and helps prioritize ways to prevent, reduce, and detect
overpayments. As discussed in the previous section, BAM considers a large majority of the
overpayments included in the overpayment rate, operational rate, and fraud rate to be
undetectable by the agencies during their usual payment administration processes, and thus
prohibitively expensive for the agency to prevent. However, BAM detects the majority of its
payment errors through the verification of claim information with employers.

Although claimants provide most of the information that agencies use in determining eligibility
for Ul benefits, employers also provide critical information to the agencies. Employers provide
wage information, which is used to calculate the claimants’ monetary eligibility and weekly
benefit payments. Employers respond to notices of new initial and additional claims by
providing information on the reason for the claimant’s separation from work. Employers submit
notices of new hire, which agencies use to detect claims filed by individuals who have returned
to work. Employers also provide detailed information that may corroborate or contradict
claimant provided information on issues that affect eligibility, such as information concerning
availability for work, work search, job refusal and benefit year earnings.

BAM data show that prior employer action is a critical factor in the agency’s ability to prevent or
detect many overpayments. BAM assigns a code to indicate action(s) taken by the employer
affecting the payment error issue and records the following employer actions:

e Employer provided adequate information to SWA in a timely manner for the payment
determination.

e Employer provided adequate information after due date for payment determination.

e Employer provided inadequate/incorrect information in a timely manner for payment
determination.

e Employer provided inadequate/incorrect information after due date for payment
determination.

e Employer did not respond to request for information.

e Employer did not report claimant as a “New Hire” as required by law.
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e Employer, as an interested party, was not requested by agency to provide
information for determination.
e Not an employer-related issue.

Because the state agency uses employer provided information in its eligibility determinations,
the accuracy and timeliness of this information affect whether benefits were properly paid.
Five of these actions may lead to improper payments. The following table displays prior
employer actions for each of the integrity rates.

BAM estimates that employer actions contribute 17.73 percent of the overpayments included in
the overpayment rate, 16.89 percent of the operational rate dollars overpaid, 12.91 percent to
the fraud rate dollars overpaid, and 20.94 percent of the overpayments included in the agency
responsible rate. The highlighted sections show estimated overpayments where a different
employer action in response to a claim may have produced a different outcome.

For example, over $413.7 million overpaid in the annual rate involved verification difficulties
dealing with employment separations. An additional $130.6 million overpaid involved employer

verification problems and benefit year earnings. These overpayments may have been
prevented or reduced if timely or accurate information had been provided.

IPIA 2013 Integrity Rates - Dollars Overpaid by Prior Employer Action

Employer action as of the time Overpayment Operational

that the payment was selected Rate Rate Fraud Rate Agency Rate
for audit Overpayments | Overpayments | Overpayments | Overpayments
Not An Employer Issue $1,792,353,737 $574,895,960 | $180,152,785 $296,787,471
Agency Did Not Request $1,129,420,336 $992,259,224 | $585,074,702 $91,354,912

Adequate & Timely Information $762,189,378 $547,003,492 $256,085,523 $385,522,643
Did Not Respond to request $333,753,134 $201,275,595 $71,329,838 $103,538,224
Inadequate information $279,347,201 $73,816,396 $20,225,564 $56,579,257
Not Timely information $72,198,810 $44,790,746 $4,977,848 $18,832,500
Inadequate & Untimely $19,392,850 $16,788,042 $1,934,719 $8,585,710
Did Not Report New Hire $89,280,610 $92,999,413 $52,951,425 $17,398,996
Estimated dollars overpaid

where a different employer $793,972,605 | $429,670,692 | $151,419,394 | $204,934,687
action may have produced a

different outcome

Percent of Total Dollars

overpaid where a different 17.73% 16.89% 12.91% 20.94%

employer action may have
produced a different outcome

Total Estimated Overpaid

$4,477,779,469

$2,543,829,366

$1,172,732,403

$978,599,714

One element stands out in the agency responsible error rate. For 9.3 percent of the total
dollars overpaid or approximately $91.3 million, BAM found that the SWAs did not request
information from employers who were an interested party to a determination.
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Overall, BAM data shows that prior employer participation is an essential factor in the
prevention or detection of many overpayments.

For a detailed listing of these rates for each state, click on the following links (note:
spreadsheets may have several pages):
IPIA_ 2013 Integrity Rates Cause x_Prior_Employer Action.xIsx

Point of Detection

BAM records the point in its audit process at which it first detects a payment error. BAM
detects most payment errors by verifying base period wages, benefit year earnings, and
separation information with employers. The data suggest that taking additional steps to secure
employer information or to conduct more in-depth claimant interviews may influence
overpayment amounts. For example, a cross tabulation displaying the joint distribution of the
point of detection and overpayment cause shows that BAM found significant errors when
payment information is corroborated with employers and through extensive claimant
interviews.

Benefit Year Separation
Point of Detection - Overpayment rate Earnings Issues
Wage/ Earnings/ Separation Verification $967,525,163 $451,418,360
Claimant Interview $124,559,522 $73,257,802

BAM identified an additional $723,078,364 of overpayments in agency “Ul Records.” Such
overpayments may be displayed as erroneous prior agency actions.

SWA identified KW issue | SWA had sufficient documentation
prior to KW selection but to identify that there was a KW

Agency Actions took incorrect action. issue but did not resolve the issue.
$ by Prior Agency Action $279,731,776 $392,798,089

This information taken together suggests that inadequate staff training and insufficient
investigational time may be issues contributing to benefits being improperly paid. Also, benefit
system limitations might influence these agency actions.

Within this framework, it is important to note that the audit process differs substantially from
normal Ul operations in terms of cost, time, and effort. BAM exhausts all avenues in obtaining
information while Ul operations make reasonable attempts. This procedural difference may
contribute to BAM identifying some of these overpayments. However, Section 303(a)(1) of the
SSA requires "[s]uch methods of administration . . . to insure full payment of unemployment
compensation when due.” Application of this "when due" provision requires the balancing of
the dual concerns of promptness and accuracy. The Department has always interpreted
"when due" to include accuracy to ensure that payments are not made when they are not due.

BAM identified an estimated $290.2 million in benefit year earnings and $41.8 million in
separation overpayments using the National Directory of New Hires (NDNH) crossmatch.
These overpayments are identified with a specific detection point code. BAM also captures
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whether the agency had identified the overpayment at the time of sample selection. In many
cases, the SWA has not taken action on the new hire hit when BAM selects its case. This
strongly suggests that SWA should review and improve their crossmatch workflow processes
and adjust their crossmatch parameters. The following spreadsheet shows these results by
state for benefit year earning and separation overpayments:

IPIA 2013 BAM & SWA NDNH-SDNH_Crossmatch Detections_on_cases.xIsx

Aggregate IPIA 2013 Point of Detection data for all states are displayed in the following chart.

IPIA 2013 Overpayment Rate Overpayments by BAM Point of
Detection Estimated Amount and Percent of Total Overpayments

Claimant
Interview
$975,510,003
21.79%

Ul Records

Wage/Earnings/ $723,078,365
Separation Ver. 16.15%

$1,706,095,110

38.10%
Work Search

_ Verification
New Hire $502,728,614

Xmatch 11.23%
$362,844,625

8.10%

State Information

Data Exchange \

$665,310

0.01%
Union 3rd Party Wage ES Records
Verification Ver. Record Xmatch $99,834}),227
$24,855,605 $32.822,151  $49,345,457 2.23%
0.56% 0.73% 1.10%

For a detailed listing of these rates for each state, click on the following links (note:
spreadsheets may have several pages):
IPIA 2013 Integrity Rates by Point of Detection.xlsx

Key Week Action Rates

For each paid Ul week investigated, referred to as the Key Week (KW), BAM records whether

the payment was proper or improper and, if improper, the type of erroneous payment. The

coding of BAM audit findings must be consistent with the laws, rules and written policies of the
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SWA. The Department uses these KW action codes to develop the payment integrity rates
discussed throughout this paid claim accuracy analysis. These integrity rates are defined
in IPIA_ 2013 Methodology and Program_Description.

IPIA 2013 Key Week Action Rates

Dollars
Properly Paid
$35,616,843,685
87.48%

Fraud

Overpayment (10)

$1,206,913,292
2.96%

Nonfraud
Recoverable
Overpayment (11)
$2,559,651,813

6.29%

Formal Warning
Failure to Conduct
Work Search (14)

$614,999,380
1.51%

Technically Technically
BAM OP Proper Due to Proper Due to Nonfraud /
Reversed - BAM Rules Other than Determination Nonrecoverable
Disagrees (16) Finality (15) Finality (13) overpayment (12)
$10,280,556 $228,008,760 $240,934,998 $236,647,126
0.03% 0.56% 0.59% 0.58%

Differences in state laws are highlighted by the KW action rates. For example, work search
requirements differ significantly in that some states require a formal warning before holding a
claimant ineligible. Another example involves states with legal provisions making
determinations final or unchangeable after a given period. States may also differ in the way
they interpret and apply seemingly identical work search and other Ul eligibility requirements.
SWA administrators and legislators may use KW action error overpayment rates in setting
policy priorities or identifying procedural constraints that affect claimstaking or limit
overpayment establishment. Aggregate IPIA 2013 data for all states are displayed in the chart
above.

Key Week Action state-level data highlights how state laws vary and why integrity rates are
displayed with warnings not to compare individual state rates.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several
pages): IPIA_ 2013 Key Week Action_Improper_Payments.xIsx
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ll. Underpayments and Denied Claims Accuracy

Underpayment Rate

IPIA requires estimates of
underpayment rates, in addition to
overpayments. BAM estimates that
$203.5 million was underpaid in IPIA
2013, compared with $275.6 million
underpaid in IPIA 2012. As a
percentage of Ul benefits paid, the
IPIA 2013 national underpayment
rate of 0.50 percent is slightly lower
than the IPIA 2012 rate of 0.61
percent. State underpayments
ranged from 0.01 percent in Florida
to 1.50 percent in lowa.

Errors in reporting or recording base
period wages accounted for slightly
less than 55 percent of the amount
underpaid, and represented 0.27
percent of the amount of Ul benefits

IPIA 2013
Underpayment Report by Cause

Base
Period
Wage lIss.
54.28%

Benefit
Year
Earnings
27.52%

Sev./Vac./
SSI
/Pension

0.63%

Other
Issues
6.82%

Depend
Allow
10.75%

paid. Employers report employee

wages to SWAs each calendar quarter. SWAs use these wages to establish a claimant’s base
period, which in turn is used in the calculation of weekly benefit amounts and maximum benefit
amounts (see IPIA_2013 Base Period Wages Report.xlsx for individual state findings).

Instances where the weekly benefit amount increases after the investigation represent

underpayments used to produce the estimate.

Type Base Period Wages Weekly Benefit Amount Max. Benefit Amount
# of % of Avg. # of % of Avg. # of % of Avg.

Cases Cases Error Cases Cases Error | Cases | Cases Error
Correct 20,890 86.40% 22,955 94.93% 22,540 | 93.22%
Understated 1,893 7.83% | ($5,594) 662 2.74% | ($32) 944 3.91% | ($908)
Overstated 1,398 S5.79% |  $3,178 564 2.34% $53 697 2.89% | $1,301
Total 24,181 | 100.00% 24,181 | 100.00% 24,181 | 100.00%
Understated

» Number of cases where base period wages (BPW) before were less than the base period wages
after investigation (e3 < e4),
» Number of cases where the weekly benefit amount (WBA) before investigation was less than the
weekly benefit amount after investigation (€9 < el0),
» Number of cases where the maximum benefit amount (MBA) before investigation was less than
the maximum benefit amount after investigation (ell < el2)

Overstated - Number of cases where “e3 > e4” for BPW, “e9 > e10” for WBA, and “ell > el12” for MBA.
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Errors in reporting or recording benefit year earnings were the second leading cause of
underpayments — 27.5 percent of all underpayments and 0.13 percent of Ul benefits paid.
Generally, claimants can work and earn wages while collecting Ul benefits as long as they
report their earnings. However, weekly Ul payments may be adjusted downward based on
claimant reported earnings. For many of these underpayments, the claimant may have over
reported their weekly earnings and because of this error, BAM found that Ul benefit amount
paid was too small.

IPIA Period July 1, 2012 through June 30, 2013
Benefit Year Earnings Analysis

24,181 | | Completed Cases

2,583 | 10.68% | Total Cases completed initially reported benefit year earnings (BYE)

366 | 14.17% | Of the 2,583 cases with earnings had BYE over-reported
$45.66 | Average amount BYE over-reported in the key week
$20.00 | Median amount BYE over-reported in the key week

Employers alone were IPIA 2013
responsible for slightly more than
22 percent of amount underpaid,
which represented 0.11 percent of

Underpayment Report by Responsibility

the amount of Ul benefits paid. E”/lp'OVe” S

. . i enc + +
Claimants alone were responsible | . C'Z'”;:rc‘t * 3g25(yy m”Agymp

ayn . (']
for an additional 38.2 percent of gency ", All Others
. ; Employer  6.81% 4.73%  1.72%

the amount underpaid, which 13.92% :
represented 0.19 percent of the |

amount of Ul benefits paid. | 4 Claimant
Because SWAs often send out ' Only
confirmations to the claimant and Emg'cl’ye’ 38.20%
base period employers at the time LT

of monetary determination,

responsibility for these types of
underpayments are highly Agency Only
distributed. 9.17%

For a detailed listing of these
rates for each state, click on the

following link (note: the
spreadsheet may have several pages):
IPIA 2013 Underpayment Rates & US Cause_and_Responsibility.xIsx

The underpayments estimated from BAM paid claims samples represent underpayments only
for those claimants eligible for UC. Underpayments also result when claims for Ul are
erroneously denied. Each week, BAM units in the SWASs select samples of denied Ul claims
from three populations, defined by the type of issue on which a benefit denial was based --
monetary, separation, and nonseparation (continued claim filing eligibility). Denied Claim
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Accuracy (DCA) measures the accuracy of disqualifying monetary, separation, and
nonseparation determinations for both intrastate and interstate claims.

Denied Claims Accuracy Rates

Unlike the investigation of paid claims, in which all prior determinations affecting claimant
eligibility for the compensated week are evaluated, the investigation of denied claims is limited
to the issue upon which the denial determination is based. DCA investigators verify facts
contained in the case file, obtain any missing information, and conduct new and original fact-
finding that may be relevant to the denials determination. The DCA audits record error
information in a manner similar to paid claim accuracy: Dollar Amount of Error, Error Issue
Action Code, Error Cause, Error Responsibility, Error Detection Point, Prior Agency Action,
Prior Employer Action, DCA Action Appealed, and Prior Claimant Action.

Monetary Denials

SWAs determine the monetary eligibility of claimants when they file a new initial claim or a
transitional claim (to establish a new benefit year). In IPIA 2013, SWAs determined that 82.35
percent of the 13.46 million new initial and transitional claims were monetarily eligible.

BAM estimates that 12.04 percent of the 1.63 million monetary denials included in the BAM
DCA population were improper. This compares to an improper denial rate of 10.98 percent in
IPIA 2012. These Ul claims were denied because the agency had initially determined that the
claimant had not earned sufficient wages in employment prior to being unemployed or failed to
meet other requirements for monetary eligibility, such as sufficient earnings in a minimum
number of weeks. The BAM DCA audit identified additional wage credits or an alternate or
extended base period for these claimants that had not been included in the original monetary
determination or identified other errors in the original determination.

For many of these improper monetary denials, the SWA had identified the additional wages
and issued a redetermination establishing eligibility independent of the BAM investigation, or
the initial denial was reversed on appeal. When the improper monetary denial rate is adjusted
for these agency initiated redeterminations or appeals reversals, the improper denial rate for
monetary determinations drops to 8.85 percent. This represents approximately 144,212 of the
1.63 million claimants who were monetarily denied. This rate is slightly higher than the
adjusted improper denial rate of 8.22 percent in IPIA 2012.

Separation Denials

In order to be eligible for UC, claimants must be unemployed due to no fault of their own,
discharged for non-disqualifying reasons, or must have voluntarily left employment for a
non-disqualifying reason provided in state law, such as workplace harassment, unsafe working
conditions, domestic violence, or to relocate with a spouse. Agencies conduct determinations
of eligibility when a separation issue has been identified. The agency gathers information from
the claimant, employer, and relevant third parties. Based on the findings of fact and the
application of state laws, SWAs issue a determination of eligibility.

Separation issues normally are identified when a new initial claim or an additional claim is filed.
In IPIA 2013, there were approximately 11.08 million monetarily eligible new initial claims and

-26-



approximately 6.74 million additional claims. No separation determinations were conducted for
nearly 77.1 percent of these claims, because the reason for separation was lack of work or
reduction in workforce. SWAs completed slightly more than 4.08 million separation
investigations and found disqualifying circumstances in 2.05 million of these determinations
that resulted in denial of benefits.

In IPIA 2013, BAM estimated that 10.49 percent of the 1.95 million separation denials included
in the BAM DCA population were improper, compared with 9.75 percent estimated for IPIA
2012. When redeterminations and appeals reversals are taken into account, the improper
denial rate for separations decreases to 5.86 percent, compared with 6.27 percent in IPIA
2012. Nationally, BAM estimates that approximately 114,441 of the 1.95 million employment
separation denials subject to audit were incorrectly denied benefits.

Nonseparation Denials

Nonseparation issues include the claimant’s ability to work and availability for work,
disqualifying and unreported earnings and income during the benefit year, failure to meet work
search requirements, and failure to report as required by the SWA to provide information
related to the Ul claim or to receive reemployment services. There is often a distinction
between issues that result in disqualification and issues that result in a specific number of
weeks of ineligibility. A disqualified claimant has no right to benefits until s/he requalifies,
usually by obtaining new work or by serving an established disqualification period. In some
cases, benefits and wage credits may be reduced. An ineligible worker is prohibited from
receiving benefits until the condition causing the ineligibility ceases to exist. Eligibility issues
are generally determined on a week-by-week basis. Although nonseparation issues can be
detected at various points in the Ul claims taking process, these issues generally affect the
claimant’s eligibility for continued claims of Ul.

In IPIA 2013 claimants requested payment or “claimed” 162.24 million weeks of benefits.
Approximately 12.34 percent of Ul weeks claimed were not paid, and no nonseparation
determinations were conducted. These unpaid weeks primarily involve claims where the
claimant earnings from work exceeded SWA payment limits.**> SWAs made payments for
139.42 million weeks. SWAs completed 3.43 million nonseparation determinations and
concluded that 2.80 million of those investigations should result in denial of benefits.

For the 2.40 million nonseparation denials included in the DCA population, BAM estimates an
improper denial rate of 15.75 percent and when redeterminations and appeals reversals are
taken into account, the adjusted improper denials rate is 11.59 percent.

Overpayments and Proper Denials

BAM determined that small percentages of the separation (0.09 percent) and nonseparation
(0.87 percent) denials resulted in overpayments. Overpayments can occur if the period of
disqualification for Ul benefits was less than it should have been, and the claimant received
compensation during the period that he or she should have been ineligible for benefits.
Overpayments can also occur if the claimant received a partial payment that was too large. A

BA nonmonetary determination may be issued only when there is a question on whether for a particular week: a)
the claimant's activities or status constitutes "service" or "employment,” or b) the claimant earns "wages" or
receives "remuneration," resulting in ineligibility as "not unemployed," or only partially unemployed.
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partial payment is a reduction in the claimant’'s weekly benefit amount and is issued when the
claimant has earnings or other deductible income (such as pension, vacation, severance, and
SSI) for weeks that he or she claims Ul benefits. For some of these compensated weeks, the
BAM audit identified additional income that reduced benefits further or in some cases
eliminated eligibility for benefits entirely.

For small percentages of all three types of denials, BAM concluded that the claimant was
properly denied but the agency committed a procedural error, such as basing the
determination on the wrong reason or section of the law or applying incorrect dates to the
period of denial. For example, a claimant may have been denied because of a monetary
determination that the claimant had earned insufficient wages in the minimum number of
weeks required by state law. The BAM audit determined that the claimant did meet the
minimum weeks test, but was still ineligible due to insufficient total wage credits earned in the
base period. For separation and nonseparation determinations, these errors typically involve
citing the wrong issue or the wrong section of the law in the determination (for example, quit
versus fired or availability versus reporting).

DCA Rate Table
The following table summarizes the DCA rates for the three denial categories described.

IPIA 2013 US Denied Claims Accuracy Rates

Denial Type BAM Population Improper Adjusted Over- Proper
of Denials Rate’ Improper Rate” | Payment | Denial***
Monetary 1,629,510 12.04% 8.85% 0.01% 0.97%
Separation 1,952,925 10.49% 5.86% 0.09% 5.98%
Nonseparation 2,398,800 15.75% 11.59% 0.87% 6.57%

DCA Rate Table Notes:

In several states, the population from which the BAM DCA samples were selected may not
include all of the determinations that meet the definition for inclusion in the DCA population.
This limits the degree to which inferences about the population can be made from BAM DCA
data. States are in the process of resolving these population issues.

* Improper rate is the percentage of denied claims that BAM DCA concluded were erroneous,
whether or not official agency action was taken to issue payment or increase claimant’s WBA,
MBA or remaining balance.

** Adjusted improper rate excludes erroneous denials that were corrected by the agency and
claims for which eligibility was established on appeal prior to DCA case completion.

*** Properly denied, but BAM identified a procedural error, such as basing the determination on
the wrong reason or section of the law or applying an incorrect period of denial.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA_ 2013 Denied Claims_Accuracy & Error Rates.xlsx
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Monetary Denials and Alternative Base Period Redeterminations

Slightly more than one-third (34.2 percent) or366,512 of the 1.04 million claimants in
alternative base period (ABP) states that were monetarily denied received alternative base
period consideration. Using a regular base period definition, a worker filing a Ul claim cannot
use wages earned in the current calendar quarter (filing quarter) or the most recent completed
guarter (lag quarter) toward monetary eligibility or in calculating his or her Ul weekly benefit
amount. When states use an ABP, the worker who fails to qualify using the regular base period
can use his or her more recent wages to meet the base period earnings requirement.

Through the enactment of the American Recovery and Reinvestment Act of 2009 (ARRA)
(Pub. L. 111-5) on February 17, 2009, 41 SWAs (including the Virgin Islands) received
incentive funding for implementation of ABPs. Each state’s application for incentive payments
contained a certification that the application was submitted in good faith with the intention of
providing benefits to unemployed workers who meet the eligibility provisions on which the
application was based.

For a state to qualify for a Ul Modernization incentive payment through ARRA, the state
must determine whether an individual is eligible under an ABP if they do not have sufficient
wage credits using the regular base period. Section 2003 of Pub. L. 111-5 says:

The State law of a State meets the requirements of this paragraph if such State law—

“(A) uses a base period that includes the most recently completed calendar quarter
before the start of the benefit year for purposes of determining eligibility for
unemployment compensation ; or

(B) provides that, in the case of an individual who would not otherwise be eligible
for unemployment compensation under the State law because of the use of a base
period that does not include the most recently completed calendar quarter before
the start of the benefit year, eligibility shall be determined [emphasis added]
using a base period that includes such calendar quarter.”

Because the law says "eligibility shall be determined”, it is the agency’s responsibility to make
the determination and the agency cannot put the onus on the individual to request that they do
So.

Furthermore, Appendix A or B to the Code of Federal Regulations 20 CFR Parts 602, 614,
617, and 625, which is commonly known as the “Standard for Claim Determinations” provides
a number of administrative actions to ensure payment when payment is due. This standard
requires that the State must take the initiative to obtain the information necessary to make a
determination, a record of facts considered must be maintained, and a monetary determination
or redetermination notice must be issued. One would expect the standard for claim
determinations to be applied to alternative base period monetary determinations in the same
manner that it applies to regular base period monetary determinations.

Administratively, ABP monetary redeterminations pose significant challenges during the first 40
days after the end of a calendar quarter. Under normal circumstances, employers are not

required to report the wages until 30 days after the end of quarter and those wages may not be
posted for claim use for another 10 days. Based on this timing, the most recent quarter wages
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are often not available for an ABP determination. In such circumstances, the agency must
take special administrative actions to obtain information for new initial claims filed during this
40 day period. In other words, the monetary issue cannot be resolved from a review of the
agency's records. Furthermore, internet claimstaking automation adds further complexity at

detecting lag quarter wages.

However, BAM monetary denial case reviews have revealed that SWAs have adopted
standards which vary from the Standard for a Claim Determinations and ARRA grant
requirement. BAM data indicates that approximately 678,480 of the nearly 1.04 million or
almost two of every three monetarily denied claimants in ABP states who should have received
alternative base determination may not have received such consideration or the state agency
had no record of consideration or that an ABP monetary (re)determination notice was never

issued to the claimant.

States with Alternative Base Period Provisions — Agency Action

Count of Sample | Cases Percent of Estimatgd Monet_ary Redetermination
Monetary' _ _Completed total sample Populat_lon 'of DeSCI’Ip'FIOI’l* '
Redetermination | in the completed Determination | Alternative Base Penod (ABP)
type Sample type Extended Base Period (EBP)

3,557 6,246 56.95% 579,218 | No Monetary Redetermination

2,133 6,246 34.15% 366,512 | Yes ABP or EBP Redetermination

556 6,246 8.90% 99,262 | Monetary Redetermination- Not ABP

Total Estimated Population in ABP states* 1,044,992

*Includes denials made eligible by agency action prior to and during the investigation.
The BAM investigator captures the agency action until the denial case is closed.

In most cases, employer information is essential in situations where the state makes a
monetary determination unless the claimant has provided sufficient and convincing information
to enable the State agency to make a determination of eligibility (or ineligibility) without further
inquiry.

Finally, the Standard for Claim Determinations stipulates: The agency must give each claimant
a written notice of any monetary determination with respect to his benefit year.” (Emphasis
added)

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA 2013 Monetary Redeterminations ABP_states.xIsx

Agency Action for Improper Denials

Not every improper denial results in the agency issuing a payment to the claimant (or
increasing the claimant’s weekly benefit amount, maximum benefit amount, or dependents’
allowance). Agencies or BAM took action to insure that benefits were paid for just over 72.4
percent of the improper monetary denials. However, 34.5 percent and 38.9 percent of the
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claimants improperly denied for separation and nonseparation issues respectively, received
benefits. In some cases, claimants are ineligible for payment due to other disqualifying issues.
In other cases, the agency is precluded from taking action because of the time that has
elapsed since the denial was issued (determination finality rules) or by other provisions of the
law. BAM records the following agency actions:

Official Action - Agency or BAM took action to issue payment;

¢ No Payment Due - Claimant was not entitled to payment due to other disqualifying issue
or the claimant did not file a claim for the week(s), which were improperly denied;

e Other Improper - No official action could be taken due to finality or other provisions of
state law prohibiting redetermination;

e Overpayment - Claimant received payment for weeks of unemployment to which he or
she was not entitled; and

e Procedural Error - Claimant properly denied, but BAM identified a procedural error on
the part of the agency such as applying the wrong section of the law.

The following graph summarizes the denial error rates by outcome and whether agency action
was possible.

IPIA 2013 Agency Act‘ion on Imprdper Denials‘

Nonseparation 6.6%

Separation

Monetary

0% 5% 10% 15% 20% 25%

m Improper Denial Official Action To Pay m Improper Denial No Payment Due Not Entitled
= Improper Denial Unable to Take Official Action m Overpayment - Claimant Ineligible

*Less than one percent

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA 2013 Agency Action_on_Improper Denials By Denial Type.xIsx
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Cause for Improper Denials

The distribution of the causes of improper denials varies considerably among the three denial
rates. The elements included or excluded from the various rates are controlled by business
process definitions, and this influences the distribution.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages): IPIA 2013 Improper_Denials by Cause.xlsx

Responsibility for Improper Denials

The party responsible for erroneous denials varies by type of denial determination. Employers
were solely responsible for almost 19.8 percent of the erroneous monetary denials due to
misreporting or underreporting employees’ wages. A small percentage of these improper
monetary denials involved employers misclassifying claimants as independent contractors
during the base period. Claimants were responsible for another 18.7 percent of the erroneous
monetary denials, and agency error accounted for approximately 14.2 percent of the improper
monetary denials.

IPIA 2013 Responsibility By Type of Denial
Non-
separation
Separation
Monetary
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
@Agency @ Claimant OEmpl + Agy BEmployer
OClaim + Agy OClaim + Empl OOther

* Less than three percent

The SWAs were solely responsible for 38.3 percent of the incorrect separation denials and
27.6 percent of the improper nonseparation denials. Employers and the SWAs were jointly
responsible for just over 25.1 percent of the erroneous separation denials. Claimants were
responsible for approximately 49.5 percent of the erroneous nonseparation denials.
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For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages): IPIA 2013 Improper_Denials by Responsibility.xlIsx

Improper Denials by Prior Agency Action

Because the SWAs, either solely or jointly with other parties, are responsible for the majority of
the erroneous nonmonetary denials and for a significant proportion of the monetary denials, it
is instructive to examine agency action prior to the DCA investigation. Agencies had resolved
or were in the process of resolving 26.1 percent of the erroneous monetary denials. However,
37.6 percent of the improper monetary denials could not be detected through the normal
claims taking procedures. Typically, these are claims for which the employer incorrectly
reported the wages or the claimant failed to inform the agency that he or she had out-of-state
wage credits. Therefore, the agency issued the monetary denial based on the best information
available at the time of the initial determination. For improper nonmonetary denials, the
agency identified the issue but took the incorrect action for 54.5 percent of the improper
separation determinations and 31.0 percent of the erroneous nonseparation determinations.

Prior Agency Action For Improper Denials -- IPIA 2013
July 1, 2012 through June 30, 2013 (Batch Range 201227 - 201326)

Procedure | Detected | Provided | Other
Sample Not Agency | Incorrect Not Not by incorrect SWA
Type Detect | Resolved Action Resolved | Followed XMatch Info Error
Monetary 37.61% 26.09% 4.74% 22.18% 9.28% 0.00% 0.03% | 0.06%
Separation 20.44% 9.99% | 54.46% 8.47% 6.50% 0.00% 0.13% | 0.00%
Nonseparation | 41.36% 18.96% | 31.02% 4.15% 3.90% 0.19% 0.42% | 0.00%

Although the agency followed its procedures, the issue or information was undetectable for
20.4 percent of the improper separation determinations and slightly more than 41.3 percent of
the erroneous nonseparation determinations. For these claims the agency issued its
determination to deny eligibility based on information that, although incomplete, was the best
available under normal procedures at the time of its decision.

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):
IPIA_ 2013 Improper Denials by Prior Agency Action.xlsx

Separation Issues

A majority of the separation denials concerned voluntary quits (VQ), representing 49.98
percent of the population, while discharges accounted for most of the balance.
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Separation Denial Issues
Percent of the Population

Other
1.06%

“Other” separation denials include a small number of labor disputes, military separations, or
claimants who were still job attached (partial unemployment). Claims that were denied for VQ
issues were somewhat less likely to be in error (10.31 percent) than denials issued for

discharge (10.76 percent). Separation denials that were based on “Other” issues were
incorrect at far smaller rates

The following table displays these separation error rates by type.

Sample Population of Percentage Improper
Separation Type Cases separatlc_)n type of Type. in Denials
denial Population
Voluntary Quit 4,105 974,470 49.98% 10.31%
Discharge 3,787 954,841 48.97% 10.76%
Other 123 20,601 1.06% 7.06%
Total 8,015 1,949,911 100.00%
% Improper 10.50%

For a detailed listing of these rates for each state, click on the following link (note: the
spreadsheet may have several pages):

IPIA 2013 Denied Claims Accuracy Separation Determinations.xlsx

-34-


http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Denied_Claims_Accuracy_Separation_Determinations.xlsx

Nonseparation Issues

The largest category of Nonseparation Denials by Issue Type
nonseparation denials Percent of the Population

in IPIA 2013 concerns

claimants failing to Work
report when SWAs . Search

require them to provide
information related to

the Ul claim or to
receive reemployment L 10.90%
services. Failing to
report is followed by

T | Available
“Other+ 2\UJ:91% W e

issues involving Reporting
disqualifying income 37.78%
and availability. The

remaining

nonseparation denials
are distributed among
several issues, such as
being unable to work,
failing to conduct an
active search for work,
and other issues.

+Other includes refusal of suitable work, alien, athlete, school,
seasonality issues.

The following table displays these nonseparation determination error rates by type.

Nonseparation Sample Population of Per(_:entage c.)f Improper
. . Denial Type in -
Denial Type Cases Denials ; Denials
Population
Able 777 237,793 9.91% 11.41%
Available 1,115 353,241 14.73% 18.26%
Work Search 701 237,697 9.91% 16.61%
Disq. Inc. 1,826 402,326 16.77% 10.19%
Reporting 2,605 906,340 37.78% 18.42%
Other+ 1,027 261,403 10.90% 14.82%
Total 8,051 2,398,800 100.00%
% Improper 15.75%

+Other includes refusal of suitable work, alien, athlete, school, seasonality issues.
Determinations that denied eligibility because the claimant failed to meet the state’s reporting
requirements had the highest error rate (18.42 percent), and represent the largest portion of
denial population. Denials based on the claimant’'s work search efforts represented the
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smallest part of the denial population although the investigation found claimants were
improperly denied 16.61% of the time.

The following chart shows improper nonseparation denial error rates by the type of issue.

Disq. Inc.
Able

Other+

Work Search
Available
Reporting

0%

Nonseparation Improper Denial Error Rates By Issue Type

5% 10% 15% 20%

For a detailed listing of these rates for each state, click on the following link (note: the

spreadsheet may have several pages):
IPIA 2013 Denied Claims Accuracy Nonseparation Determinations.xlsx
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http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Denied_Claims_Accuracy_Nonseparation_Determinations.xlsx

Links to Additional BAM Paid and Denied Claims Data and BAM Methodology

Integrity Rates*
e |PIA 2013 Integrity Rates all states.xlsx
e |PIA 2012 - IPIA 2013 Inteqrity Rate Changes.xlsx

Integrity Rates - Cause / Responsibility*

e |PIA 2013 Integrity Rates x Cause.xlsx
IPIA 2013 Overpayment Causes Included & Excluded from the Operational Rate.xlsx
IPIA 09 IPIA 13 Overpayment & Operational Overpayment Rates by Quarter & State.xlsx

IPIA 2013 Work Search Verification Outcomes.xIsx
IPIA 2013 Integrity Rates by Responsibility.xIsx
IPIA 2013 Overpayment Rate Cause and Responsibility.xlsx

Integrity Rates - Prior Action / Point of Detection*
e |PIA 2013 Integrity Rates Cause x Prior Agency Action.xIsx
IPIA 2013 Cause X Prior Claimant Action.xlsx
IPIA 2013 Integrity Rates Cause X Prior Employer Action.xIsx
IPIA 2013 Integrity Rates by Point of Detection.xlsx
IPIA 2013 BAM & SWA NDNH-SDNH Crossmatch Detections on cases.xlsx
IPIA 2013 Claim Filing Methods.xIsx

Key Week Action Rates*
e |PIA 2013 Key Week Action Improper Payments.xlsx

Underpayments and Denied Claim Accuracy*

e |PIA 2013 Underpayment Rates & US Cause and Responsibility.xlsx
IPIA 2013 Base Period Wages Report.xlsx
IPIA 2013 Denied Claims Accuracy & Error Rates.xlsx
IPIA 2013 Monetary Redetminations ABP_states.xIsx
IPIA 2013 Agency Action on Improper Denials By Denial Type.xlsx
IPIA 2013 Improper Denials by Cause.xlsx
IPIA 2013 Improper Denials by Prior Agency Action.xlsx
IPIA 2013 Denied Claims Accuracy Separation Determinations.xIsx
IPIA 2013 Denied Claims Accuracy Nonseparation Determinations.xlsx
IPIA 2013 Improper Denials by Responsibility.xlsx

BAM Methodology
e |PIA 2013 Methodology and Program Description
IPIA 2013 Method Claimant Information Obtained.xlsx
BAM State Contacts
ET 395 Handbook 5th Edition BAM State Operations Guidance
Code of Federal Reqgulations-Quality Control in the Federal State Ul System

Other References
e Comparison of State Unemployment Insurance Laws IPIA 2013
e Significant Provisions of State Ul Laws
e Benefits Timeliness and Quality Nonmonetary Determinations Guide Sheets.pdf
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http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_all_states.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2012_-_IPIA_2013_Integrity_Rate_Changes.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_by_Cause.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013IPIA_2013_Overpayment_Causes_Included_&_Excluded_from_the_Operational_Rate.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_09_IPIA_13_Overpayment_&_Operational_Overpayment_Rates_by_Quarter_&_State.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Work_Search_Verification_Outcomes.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_by_Responsibility.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Overpayment_Rate_Cause_and_Responsibility.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_Cause_x_Prior_Agency_Action.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Cause_x_Prior_Claimant_Action.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_Cause_x_Prior_Employer_Action.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Integrity_Rates_by_Point_of_Detection.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_BAM_&_SWA_NDNH-SDNH_Crossmatch_Detections_on_cases.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Claim_Filing_Methods.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Key_Week_Action_Improper_Payments.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Underpayment_Rates_&_US_Cause_and_Responsibility.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Base_Period_Wages_Report.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Denied_Claims_Accuracy_&_%20Error%20Rates.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Monetary_Redetminations_ABP_states.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Agency_Action_on_Improper_Denials_By_Denial_Type.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Improper_Denials_by_Cause.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Improper_Denials_by_Prior_Agency_Action.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Denied_Claims_Accuracy_Separation_Determinations.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Denied_Claims_Accuracy_Nonseparation_Determinations.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Improper_Denials_by_Responsibility.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/BAM_Methodology_IPIA_2013.pdf
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Method_Claimant_Information_Obtained.xlsx
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_State_Contacts.xlsx
http://wdr.doleta.gov/directives/attach/ETHandbook_395_Ch5_acc.pdf
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&%3C?SID%3E&rgn=div5&view=text&node=20:3.0.2.1.2&idno=20
http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&%3C?SID%3E&rgn=div5&view=text&node=20:3.0.2.1.2&idno=20
http://www.oui.doleta.gov/unemploy/comparison2013.asp
http://www.oui.doleta.gov/unemploy/content/sigpros/2010-2019/July2013.pdf
http://www.oui.doleta.gov/unemploy/bam/2013/ET_Handbook_301,_6th_edition,_Benefits_Timeliness_and_Quality_Nonmonetary_Determinations_Quality_Review_Guide_Sheets_(March_2012).pdf

Performance Measures which use the BAM Operational Rate
¢ GPRA Measure- http://www.workforcesecurity.doleta.gov/unemploy/gpra.asp
e Core Measure - http://www.workforcesecurity.doleta.gov/unemploy/3yr overpay.asp
e |PIA 2013 Detection of Overpayments Core Measure and Computation.pdf

* Note: the spreadsheets may have several pages
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U. S. Department of Labor
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http://www.workforcesecurity.doleta.gov/unemploy/gpra.asp
http://www.workforcesecurity.doleta.gov/unemploy/3yr_overpay.asp
http://www.oui.doleta.gov/unemploy/bam/2013/IPIA_2013_Detection_of_Overpayments_Core_Measure_and_Computation.pdf



