Review: 4319
Statewide Single Audit
Year Ended June 30, 2008
lllinois Department of Employment Security

FINDINGS/RECOMMENDATIONS - 10
Repeated — 4

Partially Accepted — 1
Accepted — 6
Implemented — 3

08-65. The auditors recommend IDES implement procedures to ensure adequate
eligibility certifications are obtained from all claimants on a continuing basis
throughout the period for which benefits are paid.

Findings: IDES does not obtain continuing certifications that claimants have not
refused suitable work offers throughout the eligibility period prior to the payment of benefits
under the Unemployment Insurance (Ul) Program.

In discussing these conditions with IDES officials, they stated claimants were previously
required to certify that they had not refused suitable work through Teleserve on a weekly
basis; however, the refusal to work certification was removed eleven years ago due to a
perceived confusion from the claimants in answering the question.

Updated Response: Accepted. The refusal of work question will be added to the
Teleserve Interactive Voice Response (IVR) System and to the internet certification when
the new benefit system is implemented. The scheduled go-live date is summer of 2010.

08-66. The auditors recommend IDES implement procedures to ensure all eligibility
determinations are made within the prescribed timeframes.

Findings: IDES is not issuing eligibility determinations for individuals applying for
Unemployment Insurance (Ul) benefits in accordance with timeframes required by the
State Plan.

Ul eligibility determinations are made during the initial intake of the claim and are
monitored throughout the benefit payment period. If the claimant does not meet certain
eligibility criteria, the claim appears on a pending adjudication report. The claim is then
assigned to a claims adjudicator for resolution. The pending adjudication report monitors
the number of days the claim has been outstanding since the initial detection date, which is
the date on which IDES detected an issue on the claim which could affect past, present, or
future benefit rights.



During test work, auditors conducted unannounced site visits to three local offices and
requested the most recent pending adjudication report as of the date of our visit. They
noted a significant backlog in the resolution status of claims in the adjudication process.
Specifically, 244 claims at the three local offices were outstanding for time periods ranging
from 21 to 367 days.

Additionally, for the federal fiscal year 2008, IDES resolved only 70.3% of these
determinations within 21 days of the detection date, which does not meet the acceptable
level of performance as defined by the US Department of Labor.

In discussing these conditions with IDES officials, they stated the time lapse has been a
problem for several years when IDES lost adjudication expertise to the early retirement
incentive. The under funding of the Ul program in recent years has worsened the situation
by preventing Illinois from fully re-staffing those vacancies.

Response: We agree that the percentage of non-monetary determinations issued
within 21 days of the issue detection date is below federal standards. The increased
workload has created a backlog. IDES has hired more staff, tried clustering the
adjudication sites, hired 75-day staff, and pulled staff from other areas of the Department
to address the backlog. We continue to tweak the corrective action plan in the State
Quality Service Plan in an attempt to eliminate the backlog.

We monitor backlog on a weekly basis; backlog reduction meetings are held periodically to
share best practices on the elimination of the backlog.

Updated Response: Accepted. We agree that the percentage of non-monetary
determinations issued within 21 days of the issue detection date is below federal
standards. The increased workload has created a backlog. The Department continues to
monitor the backlog on a weekly basis. We have used a statewide task force to address
the backlog and have hired over 300 new front-line staff since October 2008. Currently,
staff complete interviews in the new benefit system (IBIS) and then must enter the final
result in the mainframe system (BIS). When IBIS is fully implemented, the time-consuming
double entry will be eliminated which should impact timeliness.

08-67. The auditors recommend IDES implement procedures to ensure Alternative
Trade Adjustment Assistance (ATAA) benefit payments are properly
calculated and paid on at least a monthly basis.

Findings: IDES did not accurately calculate benefit payments for the Alternative Trade
Adjustment Assistance (ATAA) grant administered under the Unemployment Insurance
Program.

From June 16-23 2008, reviewers from the U.S. Department of Labor conducted a review
of the Trade Adjustment Assistance (TAA), ATAA, and Trade Readjustment Assistance
(TRA) Grants. The reviewers examined 61 participant files, interviewed state office staff,



and analyzed documents related to performance, policies, types of services provided,
training contracts, and expenditures. The reviewers also matched the participant files to
documents and files supporting the eligibility determinations and payments. The final audit
report indicated in six cases the ATAA benefit calculations were not accurate and were not
re-verified monthly based upon actual paychecks. Paychecks reflecting a change in
employment status or incorporating shift differentials were not considered in the
calculations, and in some instances payments were not made on at least a monthly basis.

In discussing these conditions with IDES officials, they stated during the period reviewed, a
manual system was used to calculate payments.

Updated Response: Accepted. The administration of the ATAA program was moved to
the Springfield Office under the direction of the Special Programs Manager. Two new staff
have been hired and trained since October 2009. Payment subsidies are now calculated
using excel spreadsheets. In addition, a form has been drafted including instructions for
participants to complete and submit monthly along with employment and wage verification
information. The form and instructions will be incorporated into formal procedures that are
under development.

08-68. The auditors recommend IDES reinforce procedures to ensure all eligibility
determination documentation is complete and properly maintained.
(Repeated-2006)

Findings: IDES did not maintain complete documentation supporting client eligibility
determinations made for the Unemployment Insurance program. During test work of the
Ul program, auditors selected 60 beneficiary payments to review for compliance with
eligibility requirements and for the allowability of the related benefits, and noted the
following exceptions:

e In one case, the claimant’'s application contained insufficient documentation to
determine if the claimant had dependents and provided over half the support,
however the benefit payment included a dependent allowance. IDES was able to
verify that the claimant had a dependent.

e In two cases, the Ul application could not be located. The claimants had been filing
transitional claims electronically for seven years. IDES’ records retention policies
allow applications to be purged after seven years even if the claimant is still
receiving benefits. In each case, eligibility criteria was verified through information in
the electronic files.

e In nine cases, the claimant was not registered on the lllinois Skills Match system. In
each of these cases, auditors determined that the individuals were actively seeking
employment through the weekly certifications made to IDES.

e In one case, the claimant did not indicate on the application whether any suitable
work offers had been refused since the claimant had been laid off.



Additionally, auditors noted that copies of claimant identification (e.g. driver’s license and
social security card) were maintained at certain locations, but not others.

In discussing these conditions with IDES, they stated the errors in completing the
applications were oversights and claimants are advised to register in the Skills Match
System, but do not always do so. Applications are retained in accordance with the
agency’s record retention policy.

Updated Response: Accepted. The importance of reviewing and monitoring claimant
eligibility was discussed with the Region and Local Office Managers in the fall of 2009.
The agency’s Plan of Service continues to require Local Office Managers to review
applications for completeness and provide corrective action plans for individuals who do
not adequately complete the application forms. Automatic partial registration of all
claimants in the Skills Match System will take place when Release 4 of IBIS is
implemented.

08-69. The auditors recommend IDES implement procedures to ensure all required
documentation is retained in the Benefits Accuracy Measurement (BAM)
unit case files.

Findings: IDES did not maintain adequate documentation to support conclusions of
eligibility reviews performed by the Benefits Accuracy Measurement (BAM) unit for the
Unemployment Insurance (Ul) program.

IDES is required to operate a BAM Program to assess the accuracy of Ul benefit payments
and denied claims. Specifically, IDES’ BAM unit selects a weekly sample of payments and
denied claims and performs procedures to determine whether claims were properly paid or
denied. During the year ended June 30, 2008, IDES’ BAM unit reviewed a sample of 957
claims out of a total of 753,698 claims.

During test work over the BAM program, auditors selected 50 claims reviewed during the
year and noted the following:

e One investigation summary document did not contain the case worker’s signature.

e One file for a claimant deemed to have been improperly paid Ul benefits did not
include a copy of the claimant’s identification.

e Four files for claimants deemed to have been properly paid Ul benefits did not
include a copy of the claimant’s identification.

e Four files for claimants deemed to have been properly paid Ul benefits did not
include evidence supporting the dependency allowance paid.

In discussing these conditions with IDES officials they stated that attempts are made to
obtain documentation from the claimant, but they don’'t always respond. In addition, the
BAM unit has a number of new staff.



Response: We agree. All BAM staff will be retrained on the documentation
requirements for Paid and Denied Claims.

Updated Response: Implemented.

08-70. The auditors recommend IDES formalize policies and procedures for
applicable claim exception and monitoring reports, clearly complete and
document the resolution of each claim in a timely manner on the exception
and monitoring report (including supervisory review), and retain the reports
as considered necessary to comply with federal audit requirements. IDES
should also consider automating the claim exception and monitoring edit
reports into the Benefits Information System in future years to facilitate a
more efficient and effective process for claims exception resolution
documentation. (Repeated-2005)

Findings: IDES has not adequately documented policies and procedures to work all
claim exception and monitoring reports. Additionally, the local offices did not clearly
document the resolution of the issues identified on the claim exception and monitoring
reports, and the reports did not always indicate that a supervisory review had been
performed.

The IDES Central Office generates several system (exception and monitoring) reports to
facilitate proper benefit payment that are utilized at the local office level and monitored by
local office and/or regional office management. Per federal program emphasis, several of
the common reports reviewed locally are designed to report claims with unresolved issues
that are preventing payment, as a tool to ensure payments to eligible individuals are made
timely. These reports include the following:

SSN Verification From SSA

Sensitive Changes Report

Immigration Record Check For Unemployment
Combined Application Error Report

File Maintenance Error Report and Rejected Transaction Report
Media Transfer Report

Daily Rejected Report

All Transactions Report

Claims Application Error Report

Internet Claim Deletions Report

First Certification Report

Certification Summary Report

Pending Adjudication Report.

During test work, auditors noted policies and procedures had not been established for the
Media Transfer Report, the All Transactions Report, the Claims Application Error Report,
the Internet Claims Deletion Report, the First Certification Report, and the Pending



Adjudication Report.  Additionally, IDES only retains claim exception and monitoring
reports (except for the sensitive changes report) for a period of three months after the end
of the quarter.

Auditors conducted unannounced site visits to three local offices and requested the above
claim exception and monitoring reports for the most recent date that had been reviewed by
the local office staff. From each report, auditors reviewed exceptions to determine whether
they had been properly resolved and noted that resolution of exceptions and supervisory
review was not consistently documented.

In discussing these conditions with IDES officials, they note all reports and/or items on
reports require resolution and supervisory review; therefore, formal procedures have not
been established for all reports.

Updated Response: Partially accepted. IDES has reviewed and revised their
procedures. Not all reports and/or items on each report require resolution. Not all reports
and/or items on reports require supervisory review. The review of reports was discussed
at the Ul Program Managers meeting to ensure that all are required reports are properly
reviewed.

Currently, the reports are hardcopy and we do not have adequate space to maintain and
secure the reports for more than three months. Once the required items are resolved, it is
not necessary internally to retain the reports any longer. With the implementation of IBIS
and real time processing, errors can be corrected immediately. As a result, many of the
error and file maintenance reports will be eliminated.

08-71. The auditors recommend IDES reinforce procedures to ensure all effort
reports are properly signed and certified by the employees.

Findings: IDES did not have adequate procedures in place to ensure effort (time)
reports are signed by employees.

During test work of 60 payroll expenditures charged to the Employment Services Cluster
(ES) and Unemployment Insurance (Ul) programs, auditors noted three effort reports were
not signed by the employee. Payroll charged to the ES and Ul programs related to these
effort reports was $4,185 and $760, respectively.

In discussing these conditions with IDES officials, they stated one local office was using
outdated policies and procedures when completing the effort reports.

Response: Implemented. The two individuals in question did sign daily on the Time
and Attendance Reports which document the hours worked daily; however, they failed to
sign the individual Time Distribution and Attendance Reports (Effort Reports). The
employees have now signed the reports. Cost Center Managers will be reminded of the



importance of ensuring that employees sign/certify the Time Distribution and Attendance
Reports.

08-72. The auditors recommend IDES establish procedures to ensure earmarking
requirements are properly calculated based on total grant awards.

Findings: IDES did not properly calculate the earmarking requirement applicable to the
Employment Services (ES) program.

IDES is required to expend 10% to provide certain specified services including
performance incentives for public employment service offices and programs, services for
groups with special needs, and the extra costs of exemplary models for delivering
services. IDES monitors this earmarking requirement by establishing a budgetary reserve
in the system, which tracks actual expenditures compared to the budgetary reserve.
During test work of the grant award beginning October 1, 2007, auditors noted IDES
improperly calculated the budgetary reserve (earmarking requirement) as $2,907,353,
which was $56,241 less than the required amount of $2,963,594. As of the date of our test
work, actual expenditures for the required specified services exceeded the ten percent
earmarking requirement and, accordingly, IDES appeared to be in compliance with the
earmarking requirement.

In discussing these conditions with IDES, they stated the agency received a grant
modification that included additional funding for the program to cover postage costs which
have historically been paid directly by USDOL. The earmarking requirement was
calculated shortly after receipt of the initial grant award and did not include the additional
funds subsequently awarded for the program.

Response: Implemented.

08-73. The auditors recommend IDES review the process and procedures in place
to prepare the ATAA Special Report to ensure expenditures are accurately
reported and reconciled to the general ledger. (Repeated-2007)

Findings: IDES did not accurately report expenditures in the Alternative Trade
Adjustment Activities (ATAA) Special Report.

During a review of the June 30, 2008 quarterly ATAA Special report, auditors noted IDES
did not reconcile the total expenditures reported for the ATAA to the general ledger. Also,
the ATAA special report was prepared and submitted by the same individual and was not
sufficiently reviewed by a supervisor prior to submission. Upon request, IDES reconciled
the expenditure amounts to the general ledger for each quarter and noted the variances at
the end of each quarter ranging from (-$72,235) to $27,370.



In discussing these conditions with IDES officials, they stated during the audit period, a
manual system was used to compile the report data.

Updated Response: Accepted. In January 2009, the Department revised its process
for completing the ATAA Special Report and re-assigned payment processing and
reporting to the Special Programs Manager. Beginning with the ATAA Report for the
quarter ending 12/31/08, an ATAA Reconciliation Worksheet was created to compare total
payments processed via the check register to total ATAA disbursements for the
month/quarter on the ATAA Disbursement General Ledger as reported by Accounting.
The worksheets and totals are submitted to the Ul Program Manager for review and
approval prior to the submission of the ATAA Report. The Department is working with
USDOL to confirm that these changes adequately address this finding.

08-74. The auditors recommend IDES ensure that information system policies and
procedures are adequately documented, updated, and consistently followed.
(Repeated-2005)

Findings: IDES does not have adequate documentation of access and program
development controls over the information systems that support the Unemployment
Insurance (UI) Program.

During test work over the access, program change and development, and computer
operations controls of the mainframe system, auditors noted the following:

e The policy in place for terminating access rights was not consistently followed. One
employee terminated during FYO08 still had active system access.

e One retired individual still had active administrative access.

e One administrator password account used to move changes into production is
shared by two individuals.

o Powerful system IDs and accounts (Super User IDs) were being used on a non-
emergency basis to resolve transaction or application related problems that
occurred during the regular day or night batch processing.

e Three individuals had inappropriate access to the computer resources room.

e A data recovery test was not performed during the fiscal year ended June 30, 2008.

e Policies and procedures are not updated in a timely manner. The Program
Development Methodology has not been updated since 1991.

In discussing these conditions with IDES officials, they stated:

e Technical Services and Security (TSS) automatically revokes access as
terminations appear in the Payroll system. Access rights may not be timely
terminated if HRM does not update employee status in the payroll database and the
employee’s manager does not notify TSS of the termination.



e The administrative access was maintained for the employee cited in the test work
notes in anticipation of his returning as a 75-day employee within one month of his
retirement.

e The shared ID had not been used in many years by other than the primary user and
should have been changed to a non-shared status.

e TSS was unaware (until the audit finding) that at least one individual identified as
having inappropriate access to the computer room had changed positions and,
therefore, no longer required access.

o Staffing resources are often not available to follow the normal process for fixing data
errors, particularly errors occurring when converting benefit transactions in the
Benefit Information System (BIS) to benefit charges in the Benefit Charging System
(BCS). The use of Super IDs is the most expeditious method for ensuring that
benefit transactions are processed correctly in BIS. Correcting such errors is critical
as benefit charges are a key component of employer tax rate calculations.

e The Department has decided not to conduct data recovery testing of the legacy
benefit system until after cutover to a new benefit system.

e Until recently, no one was identified as being responsible for update of the
Department’s program development methodology procedures.

Updated Response: Accepted. We completed updating the program development
methodology procedures which include the Task Order Deliverables and Customized
forms. The specific instances cited in the audit on facility and system access rights and
the sharing of administrative passwords have been corrected. With respect to Super ID’s,
the Department will soon hire a consultant to study staffing in the IT area. Given the
record volume of unemployment claimants in the current environment, the Department
may occasionally need to use extraordinary measures to ensure timely service to
claimants. In these cases, the Department will continue to leverage the compensating
controls which are in place and currently provide detailed system access logs. The
Department will also develop a reasonable annual data recovery testing schedule, which
will be implemented after the go-live of the IBIS application.




