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APPENDIX B: AGENCY’'S RESPONSE TO THE REPORT

U.S. Department of Labor Employment and Training Administration
200 Constitution Avenue, N.W.
Washington, D.C. 20210

September 23, 2022

MEMORANDUM FOR: CAROLYN R. HANTZ
Assistant Inspector General for Audit
FROM: BRENT PARTON
Acting Assistant Secretary

SUBIECT: COVID-19: ETA and States Did Not Protect Pandemic-
Related Unemployment Insurance (Ul) Funds from
Improper Payments, Fraud, or Payment Delays,
Report Number: 19-22-00X-03-315

The Department of Labor's (Department) Employment and Training Administration (ETA)
appreciates this opportunity to respond to the above-referenced Office of Inspector General
(OIG) draft report.

ETA recognizes the OIG's crucial role under the Coronavirus Aid, Relief, and Economic
Security (CARES) Act, Pub. L.116-136. in helping to combat fraud and abuse within the
Unemployment Insurance (Ul) programs. Additionally, ETA will continue to explore, research,
identify, and provide states with new tools, resources, strategies. and guidance, as warranted, to
help states combat the continually changing and new types of sophisticated fraud impacting the
Ul system. Similarly, in June 2022, the Government Accountability Office (GAO) published
multiple reports that provided a thoughtful account of the struggles and challenges that faced the
Ul system during the COVID-19 pandemic.

The OIG’s draft report primarily focuses on a review of activities and claims during the first few
months of the pandemic (March 28, 2020 to September 30, 2020) and repeats many of the same
observations made by the OIG in an alert memorandum issued on February 22. 2021, and OIG
reports issued on August 7, 2020 and on May 28, 2021.7 ETA has taken many actions since
the time of these earlier OIG reports.

ETA'’s Specific Concerns Regarding the Content of the OIG’s Draft Report. As stewards of
taxpayers’ money, ETA works in partnership with the OIG to improve the success and

! Alert Memorandum: The Employment and Training Administration (ETA) Needs to Ensure State Workforce
Agencies (SWA) Implement Effective Unemployment Insurance Program Fraud Controls for High Risk Areas,
Report No. 19-21-002-03-315.

2COVID-19: More Can Be Done to Mitigate Risk to Unemployment Compensation Under the CARES Act,
Report No. 19-20-008-03-315,

P COVID-19: States Struggled to Implement Cares Act Unemployment Insurance Programs,

Report No. 19-21-004-03-315,
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memorandum issued on February 22, 2021.% ETA has taken many actions since February 2021
to actively and aggressively address fraud in the UC programs. including a number of actions
recommended by the OIG. to support states. Ul program integrity remains a top agency priority.
ETA’s efforts to improve integrity in the UC programs include providing extensive guidance.
technical assistance, and funding to states to support them in combatting fraud and reducing
improper payments; this includes strengthening fraud prevention and detection and improving
overpayment recovery activities. ETA has invested in new tools, datasets. and resources and
made these available to states to aid states in more quickly identifying potential fraud. ETA
continues to develop and oversee implementation of fraud mitigation strategies to address
emerging and evolving fraud risks. Since the publication of the February 2021 alert
memorandum, ETA has taken the following actions to support states” efforts to address fraud in
the Ul programs:

s ETA continues providing guidance and resources to states in the form of UIPLs and
Training and Employment Notices (TENs) that alert states regarding new Ul program
requirements, important program trainings, Ul integrity resources, and operational
recommendations. ETA has included a focus on fraud prevention and program integrity
in the majority of its recent guidance documents and has issued a total of 21 program
integrity-related UIPLs and TENSs since February 2021. A list of these guidance
documents is provided as Attachment I of this response.

e ETA continues to provide fraud prevention grant opportunities to states to strengthen
their efforts. Prior to February 2021, ETA announced the availability of up to a total of
$200 million in fraud prevention grants and awarded states a total of $199.7 million in
funding to prevent and detect fraud and recover overpayments in the PUA and PEUC
programs. Since February 2021, ETA has announced the availability of up to an
additional $465 million (a total of up to $665 million) in funding available to states for
fraud prevention and detection and overpayment recovery activities. See UIPL No. 28-
20. Change 2. issued August 11, 2021; UIPL No. 28-20. Change 4. issued July 22. 2022
and UIPL No. 22-21, issued August 11, 2021.

e Since July 2021. the Department has been deploying multidisciplinary technical
assistance teams (*“Tiger Teams™) to states to conduct consultative assessments to address
state-specific. unique challenges and to collect best practices on preventing and detecting
fraud. promoting equitable access, reducing backlogs, and ensuring timely payment of
benefits. To date, the Department’s “Tiger Teams™ have worked with 24 states to address
immediate needs and issues to achieve improvements in operational processes and
customer experiences. while also proposing solutions to address fraud and support more
equitable access for legitimate claimants.

ETA also provided a grant opportunity under UIPL No. 02-22, making available to states
up to $200 million to support states in improving UC systems and processes following a

5 Alert Memorandum: The Employment and Traiming Administration (ETA) Needs to Ensure State Workforce
Agencies (SWA) Implement Effective Unemployment Insurance Program Fraud Controls for High Risk Areas,
Report No. 19-21-002-03-315.
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“Tiger Team™ consultative assessment for fraud detection and prevention, promoting
equitable access, and ensuring the timely payment of benefits, including backlog
reduction, for all UC programs. Trends from the “Tiger Teams™ recommendations are
found at: https://oui.doleta.gov/unemploy/pdf/ TigerTeamCohort TrendsJune 2022 pdf.

ETA has included combatting Ul fraud. in addition to reducing Ul improper payment
rates, as a National Priority for state Ul agencies as part of the annual State Quality
Service Plan (SQSP) process for Fiscal Years (FY) 2022 and 2023 (see UIPL No. 24-21
issued August 20, 2021, and UIPL No. 17-22 issued July 22, 2022). ETA also increased
states” SQSP Integrity Action Plan (IAP) reporting requirements for the FY 2022 SQSP
IAP by requiring states to begin providing a six-month IAP update to their integrity
strategies. Furthermore. ETA developed a new IAP template for states” use in
developing their FY 2023 SQSP IAP submissions and is requiring states to submit more
comprehensive and detailed IAPs that address specific integrity topics. including fraud
prevention and detection and overpayment recovery strategies in FY 2023.

On March 22, 2021, the Department launched www.dol.gov/fraud. a website created for
people to understand Ul identity fraud, how to report it. and to provide resources to help
vietims. ETA worked closely with other federal and state agencies to consolidate the
necessary steps to help victims of Ul identity fraud and conducted victim testing to
confirm the website’s instructions were clear and easy to understand.

Following the OIG’s data analysis of Ul claims data obtained from subpoenas and
discussed in the alert memorandum issued on February 22, 2021, ETA developed a
process to receive data from the OIG and share encrypted files with states that included
the results of the OIG’s analysis. ETA coordinated and oversaw delivery of this data to
the states to aid state efforts in preventing fraud and in pursuing investigations on these
claims. This was completed at the end of April 2021.

ETA continues to provide funding and support to the UI Integrity Center to enhance
existing tools and develop new resources for states to use to combat fraud, strengthen
fraud prevention and detection of improper payments, enhance fraud management
operations, and improve overpayment recovery efforts. ETA has strongly encouraged
states to take advantage of the Ul Integrity Center’s resources, specifically the IDH.
State participation in the IDH has increased significantly since February 2021, at which
time only 39 states were using the Suspicious Actor Repository (SAR), 32 states were
using the MSCM, and 21 states were using the IDV solution. To date, all 53 states have
executed an IDH Participation Agreement, 50 states are using the SAR. 48 states are
using the MSCM, and 41 states are using the IDV solution. ETA continues to work with
all states to strengthen the robustness and frequency of how they are using these tools. In
addition, the UI Integrity Center has made extensive enhancements to IDH functionally
and developed new tools and resources to support states with Ul integrity and fraud
prevention activities. A list of these enhancements and resources is provided in
Attachment II to this response.
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updated to cover all workers in the modemn labor force. to be easily scalable and automatically
responsive to economic downturns, and to provide adequate benefit levels in every state to meet
the essential needs of individuals and families during periods of unemployment. ETA is
available to work with Congress on reforms to the permanent Ul program to strengthen the
program overall and improve its responsiveness during economic downturns.

Recommendation 3: Work with NASWA to update the IDH Participant Agreement to
require state to submit the results of their Ul fraud investigations.

ETA Response: ETA does not agree with this recommendation and offers a more workable
alternative. ETA contends that a better approach is to revise cerlain required ETA reports to
capture the tools or interventions used by a state to detect potential fraud issues (including the
IDH) and include the aggregated data for outcomes (e.g., determination, overpayment amounts )
of the issues detected by these tools or interventions. This approach would be more effective and
would allow ETA to gather information on IDH outcomes to track the results of
investigations/determinations based on the use of IDH and other information.

Recommendation 4: Work with NASWA to ensure the IDH cross matches are effective at
preventing the types of fraud that were detected during the pandemic and regularly update
using the results of state fraud investigations.

ETA Response: ETA concurs with this recommendation and will work with NASWA to achieve
this result. ETA regularly monitors the NASWA Ul Integrity Center’s operations and IDH
functionality enhancements. Recently, the Ul Integrity Center has substantially increased IDH
functionality to help states prioritize and analyze IDH results and to obtain outcomes data from
states. As discussed in Attachment IL the UT Integrity Center has completed two IDH Results
Management projects, which includes IDH Results Prioritization that went live on June 22, 2021.
and IDH Results Sorting, Filtering, and Outcomes that went live on May 5, 2022, IDH Results
Prioritization allows states to receive IDH results in order of priority level to help states more
quickly identify emerging Ul fraud schemes. IDH Results Sorting, Filtering., and Outcomes
allows states to analyze and manage IDH results quickly and easily. It also allows states to
provide outcomes data to the IDH team which helps the IDH team better understand how states
are utilizing the IDH to continuously improve the effectiveness of the IDH cross matches and
datasets. ETA has supported the recently added Bank Account Verification functionality to the
IDH.

ETA suggests revising this recommendation to state that ETA should work with the Ul Integrity
Center to ensure the IDH cross matches and functionalities are effective at detecting and
preventing the types of fraud that were detected during the pandemic and in addressing emerging
fraud schemes. ETA will work with NASWA to ensure appropriate evaluations are conducted
regarding the effectiveness of the IDH tools and functionalities.
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Recommendation 5: Work with the OIG and states to recover the greatest practicable
amount of the $7,092,604 paid to claimants connected to likely fraudulent claims.

ETA Response: ETA agrees in part with this recommendation. As stated earlier in this
response, ETA has and continues to work with the OIG, other federal law enforcement, state Ul
agencies. and banks to facilitate and aid the recovery of fraudulently obtained and overpaid Ul
funds. ETA will continue to provide states guidance and technical assistance regarding their
efforts to investigate fraud, issue determinations, and establish overpayments, and the recovery
of improper payments, including fraudulent overpayments.

However, as discussed earlier in this response, ETA is unsure what the OIG means by “likely
fraudulent™ claims. Until a state has conducted an investigation and a determination is made that
the claim is improper or fraudulent, it cannot pursue recoveries for these specific cases. Actual
determinations of overpayments must first be established before recoveries can be pursued.

Again, ETA is committed to continuing to help states with the recoveries of appropriately

established overpayments. From April 2020 through June 2022, states have reported
$818.820.337 in total fraud overpayment recoveries.
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Attachment I

Integrity-Related Unemployment Insurance Program Letters (UIPL) and Training and

UIPLs

Employment Notices (TEN) issued since February 2021

UIPL No. 28-20. Change 4, Support for States to Resolve Outstanding ltems from the
Expired Coronavirus Aid, Relief, and Economic Security (CARES) Act Unemployment
Compensation (UC) Programs, Including Additional Funding to Assist States with
Reporting and Detection and Recovery of Overpayments, issued July 22, 2022

UIPL No. 17-22. Additional Planning Guidance for the Fiscal Year (FY) 2023
Unemployment Insurance (Ul) State Quality Service Plan (SQSP), issued July 22, 2022

UIPL No. 16-22, Announcement of the Pandemic Unemployment Assistance (PUA)
Improper Payment Estimate Reviews and the Cancellation of the 2022 Benefit Accuracy
Measurement (BAM) Paid Claims Peer Reviews. issued July 14, 2022

UIPL No. 02-22, Grant Opportunity to Support States Following a Consultative
Assessment for Fraud Detection and Prevention, Promoting Equitable Access, and
Ensuring the Timely Payment of Benefits, including Backlog Reduction, for All
Unemployment Compensation (L/C) Programs, issued November 2, 2021

UIPL No. 01-22. dnnouncing the Availability of an Incarceration Data Exchange and
Instructions to Access the Data Exchange between the Unemployment Insurance (Ul)
Interstate Connection Network (ICON) and the Social Security Administration (SSA4)
Prisoner Update Processing System (PUPS). issued October 29. 2021

UIPL No. 16-20, Change 6, Pandemic Unemployment Assistance (PUA) Program:
Updated Operating Instructions and Reporting Changes. issued September 3, 2021

UIPL No. 24-21, Additional Planning Guidance for the Fiscal Year (FY) 2022
Unemployment Insurance (Ul) State Quality Service Plan (SOSP), issued August 20,
2021

UIPL No. 22-21, Grant Opportunity to Support States with Fraud Detection and
Prevention, Including Identity Verification and Overpayment Recovery Activities, in All
Unemployment Compensation (UC) Programs. issued August 11, 2021

UIPL No. 28-20, Change 2, Additional Funding to Assist with Strengthening Fraud
Detection and Prevention Efforts and the Recovery of Overpayments in the Pandemic
Unemployment Assistance (PUA) and Pandemic Emergency Unemployment
Compensation (PEUC) Programs, as well as Guidance on Processes for Combatting
Identity Fraud. issued August 11, 2021

UIPL No. 04-17, Change 1. Requirement for States to Refer Allegations of

Unemployment Compensation (UC) Fraud, Waste, Abuse, Mismanagement, or
Misconduet to the Depariment of Labor's (Department) Office of Inspector General's
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TENs

Attachment I

(DOL-0O1G) and to Disclose Information Related to the Coronavirus Aid, Relief, and
Economic Security (CARES) Act to DOL-OIG for Purposes of UC Fraud Investigation
and Audits, issued August 3. 2021

UIPL No. 20-21. State Instructions for Assessing Fraud Penalties and Processing
Overpayment Waivers under the Coronavirus Aid. Relief, and Economic Security
(CARES) Act, as Amended, issued May 5, 2021

UIPL No. 19-21. Benefits Held by Banks and Financial Institutions as a Result of
Suspicious and/or Potentially Fraudulent Activity and the Proportional Distribution
Methodology Required for Recovering/Returning Federally Funded Unemployment
Compensation (UC) Program Funds, issued May 4. 2021

UIPL No. 16-21. ldentity Verification for Unemplovment Insurance (Ul) Claims. issued
April 13, 2021

TEN No. 01-22, Adjudications Virtual Training and Conference, issued July 20, 2022

TEN No. 24-21, Encouragement for States to Use the Integrity Data Hub (IDH)
available through the Unemployment Insurance (Ul) Integrity Center, issued May 35,
2022

TEN No. 23-21, Unemplovment Insurance Interstate Benefits and Federal Programs
Training, issued March 14, 2022

TEN No. 22-21, 2022 Unemployment Insurance (U} State Information Data Exchange
System (SIDES) Seminar, issued March 3, 2022

TEN No. 16-21. Announcing Grant Awards Made to States Selected to Participate in the
Unemployment Insurance (Ul) Information Technology (IT) Modernization Project -
Claimant Experience Pilot, 1ssued December 2, 2021

TEN No. 15-21, Announcing the National Association of State Workforce Agencies
(NASWA) Unemployment Insurance (Ul) Integrity Center's Behavioral Insights Toolkit,
issued November 17, 2021

TEN No. 06-21. Accessing Unemployment Insurance (Ul) Identity Verification and
Fraud Protection (Identity Proofing) Services using the U.S. Department of Labor's
(Department) Blanket Purchase Agreements (BPA), issued September 15, 2021

TEN No. 19-20, 2021 Unemployment Insurance (Ul) State Information Data Exchange
Svstem (SIDES) Seminar, issue March 15, 2021

I-2
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Unemployment Insurance (UI) Integrity Center Enhancements and Resources
(Since February 2021)

Implementation of a Bank Account Verification (BAV) service. The BAV service
provides states with access to near real-time information to proactively identify and
authenticate bank account information provided by the UI claimant by validating the
account’s status and ensuring the individual identified as the claimant is the account
owner and/or authorized user prior to initiating the Ul benefit payment. The BAV
service went into IDH production on February 15, 2022, and to date, 31 states are using
the BAV service.

Completion of two IDH Results Management projects, which includes IDH Results
Prioritization that went live on June 22, 2021, and IDH Results Sorting, Filtering, and
Outcomes that went live on May 5, 2022. IDH Results Prioritization allows states to
receive IDH results in order of priority level to help states more quickly identify
emerging Ul fraud schemes. IDH Results Sorting, Filtering, and Outcomes allows states
to analyze and manage IDH results quickly and easily. It also allows states to provide
outcomes data to the IDH team which helps the IDH team better understand how states
are utilizing the IDH.

In October 2021, the Ul Integrity Center launched the Behavioral Insights (BI) toolkit
which brings together practices from the field of behavioral science to promote Ul
integrity and reduce Ul improper payments. The BI Toolkit offers a collection of
resources to help Ul agencies improve integrity and customer compliance through
targeted changes to program communications and processes. The Bl toolkit includes a
sub-collection of resources, articles, templates, and how-to information housed within the
online Knowledge Exchange Library. On November 17, 2021, ETA issued Training and
Employment Notice No. 15-21, announcing the availability of the BI toolkit.

Conducted 10 webinars for states on fraud prevention and detection strategies. including
webinars on Ul identity fraud. internal security, fictitious emplovers, identity verification,
overpayment recoveries, and IDH results management and prioritization.

Presented to states on fraud prevention, detection. and overpayment recovery strategies
and effective integrity tools during multiple events in Calendar Year 2021 and 2022,
including the 2022 National Association of State Workforce Agencies” (NASWA) Ul
Interstate Benefits (IB) and Federal Programs Training Conference, the State Information
Data Exchange (SIDES) Seminar, and the 2021 NASWA Summit.

Convened monthly regional integrity workgroups with state Ul integrity management and
field staff to provide states an opportunity to share and discuss specific integrity
strategies and share promising practices. recent fraud activities and countermeasures, and
innovative operational enhancements on integrity topics with the broader UI community.
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Continued adding to the UI collection in the Knowledge Exchange Library (Library),
which is an online. searchable. knowledge-sharing platform that includes a repository of
all UI Integrity Center resources including, model state operational processes. promising
state practices, and recommendations to strengthen Ul program integrity. The Library
currently contains over 2,600 Ul integrity-related resources.

The UI National Integrity Training Academy (Academy) continues to develop and
provide rigorous and relevant training programs and materials to states. offering program
integrity training for state Ul staff via online. eL.earning modules and virtual instructor-
led trainings that lead to credentials and certification. Current all-time enrollments in
Academy trainings are up to 13.690 learners, which represent all 53 states.

I1-2

PANDEMIC-RELATED Ul ELIGIBILITY AND TIMELINESS
-52- NO. 19-22-006-03-315



U.S. Department of Labor — Office of Inspector General

Attachment 111

Employment and Training Administration (ETA) Activities in Partnership with the
Office of Inspector General (OIG) (Since February 2021)

e On May 12,2021, ETA coordinated a call with states and the OIG to provide updates on
OIG activities and to encourage states to partner with the OIG to combat fraud.

¢  On August 3. 2021, ETA issued Unemployment Insurance Program Letter (UIPL) No.
04-17, Change 1. which outlined requirements for states to refer allegations of
Unemployment Compensation (UC) fraud, waste, abuse, mismanagement, or misconduct
to the OIG and to disclose information related to the Coronavirus Aid, Relief, and
Economic Security (CARES) Act to the OIG for purposes of UC fraud investigation and
audits. ETA also reminded states of their requirements to share information requested by
the OIG for both audits and investigations for the period of performance of the grants that
otherwise would not be required of states.

e  On August 11, 2021, ETA issued UIPL No. 22-21, announcing the availability for fraud
prevention grant funding and conditioned the award of the grant on states agreeing to
information disclosure with the OIG.

s ETA updated the Unemployment Insurance (UI) Integrity Center’s cooperative
agreement to include Integrity Data Hub (IDH) data sharing with the OIG. ETA and the
UT Integrity Center are actively engaged in a substantial data extract project to share IDH
data with the OIG and have completed several actions to advance this effort. A new IDH
Participation Agreement was developed, to include a provision for sharing state IDH
information with the OIG. ETA announced Version 5.0 of the IDH Participation
Agreement in Training and Employment Notice No. 24-21 on May 3, 2022. In addition,
the Ul Integrity Center provided an estimated timeline and budget to ETA for the OIG
IDH Data Extract project on April 15, 2022.

¢ ETA worked with the OIG to develop and refine a process for states to submit fraudulent
Facebook pages directly to Facebook to facilitate the quick removal of the fake social
media pages.

s ETA engaged with the OIG and other Federal agencies on a workgroup to identify
strategies to mitigate text message phishing schemes. As part of this effort, ETA’s
Regional Offices obtained information for the workgroup about the scope of the
fraudulent text messaging issue by asking states to provide examples/screenshots of
known text messaging schemes. ETA’s Regional Offices also gathered information from
states on their current text messaging practices to inform public outreach regarding
fraudulent text messaging.

e ETA disseminates National Unemployment Insurance Fraud Task Force (NUIFTF) alerts
to its Regional Offices and states.

IMI-1
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e  ETA held a national “meet and greet” meeting between ETA s Regional Offices and the
OIG’s Regional Offices on December 6, 2021, to strengthen the Regional Office
relationships and to begin developing reoccurring joint ETA/OIG Regional Office calls
with states to share fraud trends and analysis, provide recommendations for responding to
emerging fraud schemes. offer updates on prosecution efforts. and facilitate sharing of Ul
fraud and integrity-related challenges and best practices among states. ETA’s Regional
Offices began hosting the joint quarterly conference calls with the OIG and the states in
the first quarter of Calendar Year 2022 and continue to hold calls each quarter.

¢ On August 25, 2022, ETA and the OIG presented to over 1,200 Ul adjudicators during
the closing plenary on the adjunction training conference. ETA presented on national Ul
itegrity efforts and the OIG presented on their case work in the UT fraud space. The
presentations outlined the need for ETA, state Ul agencies, and the OIG to work together
to prevent. detect. and recover Ul fraud through enhanced collaboration and data sharing,

I11-2
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