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Honorable Alberta Darling, Senate Co-Chair
Joint Committee on Finance

Room 317 East, State Capitol &
Madison, WI 53707-7882 b
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Honorable John Nygren, Assembly Co-Chair i <k Fi panee”
Joint Committee on Finance

Room 309 East, State Capitol

Madison, W1 53708-8953

Dear Senator Darling and Representative Nygren:

On November 12, 2014, the Joint Committee on Finance provided $4,730,000 in income
augmentation revenue for programs under the Temporary Assistance for Needy Families
(TANF) block grant in order to replace the loss of TANF block grant funds in the same amount
due to an imposed penalty from failing to meet federal Tntegrated Earnings Verification System
(IEVS) requirements. The Committee also required the Department of Children and Families
(DCF) to evaluate and report quarterly on progress under the State’s corrective action plan
relating to the federal income verification requirements, with the first report due on or before
April 30, 2015.

This letter provides DCFs First Quarter 2015 report on the progress under the state’s
Temporary Assistance for Needy Families (TANF) Corrective Compliance Plan related to the
federal Tntegrated Earnings Verification (IEVS) TANF Penalty. The information below provides
the status of the corrective actions. The TANF Corrective Compliance Plan dated April 8, 2014,
and submitted to the U.S. Department of Health and Human Services (DHHS) is attached to
this report.

On April 15, 2015, DCF communicated to DHHES changes to the actions and timeline described
in its original compliance plan. See attached email. There is no formal process for modifying
compliance plans, however DHHS regional staff will forward the modifications to their central
office for review. We will have further discassions with either DHHS regional or central office
staff if they raise any concerns or have questions. The next report will summarize the status of
these discussions and whether DHHS has concerns about the modifications. Based on
discussions to date, DCF is not expecting any resistance to modifying the compliance plan to
include more realistic timeframes. ‘

DATA MATCH CORRECTIVE ACTIONS:

Memorandum of Understanding (MOU):
DCF anticipated the need for an MOU with the Department of Health Services (DHS) when the
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DCF drafted the TANF Corrective Compliance Plan and made the decision to have DHS
comiplete the TRS data match and third party verification for tax years 2012 and 2013, The MOU
has not been finalized; however, the work to complete the IRS data match and third party
verification has not been hindered due to the absence of a signed MOU. DCF and DHS are in
agreement with each department’s responsibilities in the process, DHS has completed its
portion of the IRS data match and third party verification for tax year 2012 and is scheduled to
complete the same for tax year 2013 by June 5, 2015.

IRS Tax Year 2012:

The IRS data match for tax year 2012 will be completed April 30, 2015, instead of December
2014, as described in the TANF Corrective Cotnpliance Plan submitted to DHHS. The request
for IRS data, application of the thresholds, completion of third party verification, and case
reviews were completed on time., The remaining step is the processing of overpayments related
to the data matches. DCF delayed sending the cases to the Wisconsin Works (W-2) agencies for
overpayment processing until it could provide detailed instructions on how to process the
overpayments. DCF sent 35 cases to the W-2 agencies for overpayment processing on April 8,
2015.

The dates for the completion of the corrective actions for the IRS data match for tax year 2012
are:

April 23, 2014: DHS requested the data from the IRS. This item is completed.
June 3, 2014: DHS applied the TANF thresholds, This item is completed.
October 3, 2014: DHS completed third party reviews, This item is completed.
November 21, 2014: DCF completed case reviews and identified cases with
overpayments, This item is completed.

« April 30, 2015: DCF will complete the overpayment process.

IRS Tax Year 2013!
The TRS data match for tax year 2013 will be completed by August 11, 2015, instead of December

31, 2015, as described on the TANF Corrective Compliance Plan submitted to DHHS. DHS will
request the IRS data, apply the thresholds, and complete the third party verifications by
September 2015, as described in the TANF Corrective Compliance Plan. DCF will complete the
case reviews and send the cases to the W-2 agencies for overpayment processing by December
0015, as described in the TANF Corrective Compliance Plan.

The anticipated dates for the completion of the corrective actions for the IRS data match for tax
year 2013 are:

o April 6, 2015: DIS requested the data from the IRS.

s May 5, 2015: DHS will have applied the TANF thresholds.

e Junes, 2015 DHS will have completed the third party verification.

«  June 24, 2015: DCF will have completed case reviews.

o August 11, 2015 W-2 agencies will have completed the overpayment process.
IRS Tax Year 2014:

The IRS data match for tax year 2014 will be completed by December 31, 2016, instead of April
30, 2016, as described on the TANF Corrective Compliance Plan submitted to DHIS. DCT has
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had to modify the dates for completing the IRS data match for tax year 2014 due to delays in the
timeline for the IRS to certify DCF to perform the data match. The new timeline for IRS

certification is described in the following section titled Safeguarding Corrective Actions.
SAFEGUARDING CORRECIIVE ACTIONS:

DCE has learned from discussions with the IRS that the process to become certified to perform
the IRS data match is different from what DCF planned at the time the TANF Corrective
Compliance Plan was submitted to DHHS in April 2014, Obtaining this information contributed
to the delay in beginning the process. DCF has modified this section of the TANF Corrective
Compliance Plan to reflect the revised process. The updated timeline based on the revised
process is displayed in the table at the end of this section and a high-level description of the
process is described below.

First, DCF must obtain approval from the IRS Office of Safeguards to perform the data match.
Tn order to obtain approval from the IRS Office of Safeguards, DCF must complete, submit, and
receive approval of the Safeguard Securily Report and comply with the IRS safeguarding
requirements described in IRS Publication 1075, The approval indicates that DCF is prepared to
handle the IRS data according to IRS safeguarding requirements.

Second, DCF must estabﬁéh a Computer Matching Agreement (CMA) with the IRS. DCF and the
IRS will work together to draft the CMA based on DCF's need for the TRS data and the process
for handling the IRS data. The IRS will issue the CMA to DCF for signature.

Finally, DCF must establish the Sectre Data Transfer program. DCF does this by completing on-
Jine training in order to obtain a certificate, DCF will then send the certificate to the IRS, at
which time the IRS will consider DCF to be certified to perform the IRS data match. It is only
then that DCF can send files to the TRS for data matching.

DCF is in the process of completing the Safeguard Security Report.

Safeguarding Corrective Action Timeline in Revised
Corrective Timeline
Compliance
Plan
Comply with IRS Safeguarding Requirements as April -- Novernber | May 2015 ~
described in IRS Publication 1075, 2014 August 2015
Establish Secure Data Transfer program. November 2014 January 2016 —
April 2016
Become Secure Data Transfer certified. November 2014 — | January 2016 —
February 2015 April 2016
Contact IRS and establish DCF as lead to complete IRS Yebruary 2015 — September 2015
data matches for TANF. ' May 2015 — January 2016
Create and submit the Disclosure of Information to March 2015 - May | September 2015
Federal, State, and Local Agencies IRS Computer 2015 ~ January 2016
Matching Agreement to IRS,
| Complete and submit to the IRS the Safeguard Security | March 2015 — May March 2015 —
Report and Corrective Action Plan. 2015 June 2015
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STATE WAGE INFORMAITON COLLECTION AGENCY (SWICA) AND
UNEMPLOYMENT COMPENSATION (UC) CORRECTIVE ACTIONS:

Completing SWICA and UC discrepancies is required as a part of W-2 eligibility case processing
and the W-2 and Related Programs Contract. W-2 agency staff haye had difficulty completing
the SWICA and UC discrépancies on time and appropriately documenting the action taken when
the discrepancy is resolved.

Tn an effort to make an immediate impact on the processing of discrepancies, DHS and DCF
started a joint project on September 22, 2014, to enhance how case workers manage the SWICA
and UQ discrepancies using the CARES Worker Web (CWW) Workload Dashboard. The CWW
Workload Dashboard enhancemerts became available to the case workers on March 23, 2015.

In addition to the system chianges, when DCF entered into the TANF Corrective Cotnpliance
Plan in April 2014, a proposed solution was to assume responsibility for processing SWICA and
UC discrepancies at the state level. DCF is now reviewing this and other options that will lead to
compliance with SWICA and UC discrepancy processing by December 2016.

1 appreciate the opportunity to provide an update on the state’s Corrective Compliance Plan
related to the federal IEVS TANF Penalty.

Sincerely,

rf g
{écmm A —
‘ Anderson

Eloise
Secretary /

Ce: Scott Neitzel, Department of Administration
Bob Lang, Legislative Fiscal Bureau

Attachment: E-mail with attachment submitted to DIIHS
IEVS Penalty Corrective Compliance Plan 2014 (Original)
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Bee: Randall Keys, DCF/SO/OLC

By: Rebecca Brueggeman, DCF/DFES/BWE 267-9886



STATE OF WISCONSIN:
DEPARTMENT OF CHILDREN AND FAMILIES

TEMPORARY: ASSISTANCE FOR NEEDY FAMILIES
CORRECTIVE COMPLIANCE PLAN -

FOR
DEPARTHMENT OF HEALTH AND HUMAN SERVICES
ADMINISTRATION FOR CHILDREN AND FAMILIES

INTEGRATED EARNINGS VERIFICATION
TANF PENALTY
Single Audit Report CIN A-05-10-94852
Report Period July 1, 2007 ~ June 30, 2008
: Finding W1-08-10

Plan Date — April 8, 2014

Primary Compliance Plan Contact

Randall Keys, Chief Legal Counsel
Department of Children and Familles
201 E. Washington Avenue, Room G200
P.O. Box 8816, Madison, W1 53708

. Telephone: (608) 266-8814
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Siate of Wiscohsin
Department of Children and Families

TANF GORRECTIVE GOMPLIANGE PLAN

1, Analysis of Non-Compliance with the Income Eligibility and Verification System

The U.S. Depariment of Health and Human Services, Administration fot Children and
Familiss (ACF) notified the Secretary of Wisconsii's Department of Chlidren and Famllles
(DCF) that it was Imposing a penalty of $4, 763,580 for hot participating in the income

" Eligibility and Verification Systems (IEVS) as indicated in the Single Audit Report for the
- perled July 1, 2007, to June 30, 2008. DCF did not {1) perform the Intemal Revenue Service

(IRS) dala match and (2) did not complate timely or document appropriately the state wage
information collection agency (SWICA) and unemployment compensation (UC) data
matches, o

The Temporary Assistance for Needy Familivs (TANF) work prograrn in Wisconsin 1s callsd
Wisconsin Works (W-2), Campleting the required 1EVS IRS data match for the W-2 program
has been a chalienge for Wisaensin for several reasons including:

3. Wisconsin outrently contracts with private agencies to adminlster the W-2 program,
including the verification of all incoma data used for program eligibility. For the period
July 1, 2007, through Junhe 20, 2008, DCF contracted with 51 public and/or private
agencles and consortiums, IRS regufations deny private W-2 agency staff access to
Faderal Tax Information {FT1) data.

b, In 2002, the IRS terminated both the IRS Computer Matching Agreement (CMA) and
FT| data matching for the Department of Workforce Developmerit (DWD), the state

' agency that administered W-2 gt the time, Administration of the W-2 program was
transfarred to the newly created DGF In July 2008. ‘

Wisconsin had a similar finding In the July 1, 2003, through June 30, 2004 Single Audit
Report. To address these challenges and correct the violation, DWD developed a cotrective
compliance plan jointly with the Department of Health and Family Services (DHFS), now the
Department of Health Services (DHS) in May 2006, The ptan, which was approved by ACF
in July 2006, indicated DHFS wouid perform the data match with the IRS and carry out the
thirdl barty verification under the IRS safe guarding reguirements, and DWD would idantify
and process overpayments. DHFS performed the IRS data matches for tax years 2004 and
2005 In September 2006. DHFS completed the third party vetification {n November 2007. In
August 2009, DCF completed the review of unearned Incorne for lax years 2004 and 2005
and identified 18 cases with a potential overpayment. This was the last year that all steps in

2



the IRS match process were completed. Resoures and capaclty issues prevented the state
from consistently completing the RS 1EVS data match requirements. :

W-2 ageficles have been responsible for following up on the SWICA and UC data matches.
DGE has Implemented a number of systermn changes to reduce the number of discrepancies
that require manual review and resalution by the caseworkers, In addition to system
changes, DCF has issued guidance to W-2 agencies about the requirement for timely
sompletion of data maiches, provided training on how to process data matehes, created
management reports to identify and track completion of data matches including overdue
data matches, Improved computer system logic to create data matches that are most likely
{o have an impact on oliglbility, and conducted ohgoing monitoring of data matches. In
Jaruary 2048, DCF implemenited a new service ‘delivery system administered by 8
coniracted VW2 agencies Instead of the 51 agencies in 2008, One goal was to improve
quality control through greater scale of operations and capacity. DCF now plans lo complete
SWICA and UC data'matchas internally to ensure that they are dene timely and with
abpropriate documentation.

The sliccess of this plan is dependent on two critical glements. First, the ability of DHS to

. parform the first two steps in the IRS data match process untll DCF le certifled to carry out
those fuhctions and second, IRS certification of DCF slaff to perform the IRS data match
functians. '

2. Cér;ective Gompllance Plan Description and Milestones

“The Gorractive Compliance Plan and Timsframes section describes the steps DCF will
implement and the imeline DCF will fallow to come into campitance with {EVS requirements.
DCE intends to hire additional staff that will follow up on SWICA and UC data maich
exceptions, [n the shorl term DCF will work with DHS to complets the required data matches
for unearned income reported by the IRS, DCF will coordinate with DHS to complete the
data matoh and third party verification process for the IRS IEVS data match requirements
untit DCF receivas IRS authorization and can assume those responsibilities,

The following milestones will ba achieved by DGF:

a. Complete the required data matches for unearned Income reported by the IRS fot tax
year 2012 by December 31, 2014

b. Gomplete the required data matches for unearned incoma reported by the IRS for tax
year 2013 by Decenber 31, 2015 ' ‘

c. Beoome current in processing SWICA ahd UG data matches by December 31, 2015

d. Complete IRS raquirements to assume responsibitity for the required data matches

" for uneamed Income repotted by the IRS for fax year 2014 by May 2015

e. Complete the required data matches for unearned income reported by the IRS for tax

year 2014 by April 30, 2018 ' o ’ )



3. Corrective Compliance Plan and Timeframes

a. IRS Corractive Actions and Timelines

Security Report and Corrective Action Plat

Data Mateh Corrective. Actions Timelines Completed
Update the Memorandum of Undarstanding whh -
DHS to assist with the data match and third party ‘
-1 verification until DCF can become cartified and April - May 2014 1
assume responsibliity for all of the processes for the ,
IRS data match
Request, process, and complete the following RS Tax Year data matches:
IRS Tax Year 2012
Request data from IRS (DHS) .
Apply WI TANF thresholds (DHS) April - Sept. 2014 [
Complete third party reviews (DHS)
Complete case reviews (DCF} September — Dacember n
Process overpayments, If appropriate (DGF) 2014
RS Tax Year 2013
Request data from (RS (DHS) July 2014 — September [
Apply VI TANF thresholds (DHS) - 20145
Complete third party reviews (DHS) : ‘
Complete case reviews (DCF) September — December NS
Process overpayments, if appropriate (DCF) 2015
[RS Tax Year 2014 (DCF)
Request data from IRS
Apply WI TANF thresholds a
Cormplete third party reviews July 2015 - Aprit 2016 [
Complets case reviews
Process overpayments, if appropriate
Develop Capacity Within DCF to Complete IEVS IRS Requirements
Safeguarding Corrective Actions Timelines Completed |
Comply with IRS Safeguarding Requirements in IRS
Publication 1075 {Tax information Security
Guidelines for Faderal, State and Local Agencies; April =November 2014 1
Safeguards for Proteating Federal Tax Refums and
Return Informalion)
Establish a Secure Data Transfer (SDT) program . November 2074 I
Novernber 2014 - February n
Bacome SDT certified ' , 2015
Contact IRS and establish DCF as lsad fo complete _
|RS data matches for TANF February 2015 —May 2015 n
Create and submit the Disciosure of Information to .
ol State and L ocal Agencles (RS CA fo lRs | Maren 2015 = May 2015 [
Complete and submit to the IRS the Safeguard March 2015 — May 2015 '

4 .




B, SWICA and UC Corrective Actions and Timelines

Corrective Actions :

Timelines

A Comnpleted

Determine Full Time Equivalent (FTE) positlons
needad to process SWICA and UG disarepaticies
ezch month )

Aprll 2014

-

Obtain position authority and additional funding fo
hire sufficient FTEs to complete SWICA and UC
discrepancies (positions will also complete IRS data

_match ance DCF Is authorized to carry out the
matchas)

May - August 2014

]

Recruit and hire IEVS FTEs

August ~ October 2014

Develop, revise and update DCF policles,
pracedures and systems fo support DCF complation
of SWIGA and UC discrepancies -

May — November 2014

Notify stakeholders of changes to SWICA and 6]
1EVS progesses

November 2014

Begln SWICA and UC intarnal processing for State
Fiscal Year (SFY) 20156

November 2014

All SWICA and UC discrepancies for SFY 2016
completed timely

December 2015

ool .oo

4, Governot's Certiflcation of Support

1, Eloise Anderson, acting on behalf of Scott Walker, Governor of the State of Wisconsin, do
hereby certify that necessary financial and personne| resources and anhy other needed:
support actions will be provided to ensure that this TANF penalty corrective compliance plan .
will be successfully implemented by Wisconsin in the time frame provided by this plan.

Date: 1‘/47 / 6;{0 [ 6/

Slanature: -/ ""AW :

Elolse Andarson, Secrefary
State of Wisconsin

Depariment of Children and Families -



Danowski, Sandi L - DCF

From;

Sent:

To:

Cc

Subject:
Attachments:

McMahon, Margaret - DCF

Wednesday, April 15, 2015 10:56 AM

Schindler, Thomas (ACF) (Thomas,Schindler@acf.hhs.gov)

Randal, Kris - DCF; Brueggeman, Rebecca - DCF; Peters, Janice - DCF

Update: WI TANF IEVS Penalty Corrective Compliance Plan Steps and Timeline
Attachment - Adjusted Timeline TANF IEVS Penaity Corrective Compliance Plan.pdf

Tom, per our phone discussion on Tuesday, April 7, 2015, 1 am informing you that the Department of Children
and Families (DCF) has had to adjust the steps and timeline under the state’s Temporary Assistance for Needy
Families (TANF) Corrective Compliance Plan dated April 8, 2014, related to the federal Integrated Earnings
Verification (IEVS) TANF Penalty, as shown in the attached document. The adjustments are necessary to
ensure that DCF complies fully with IEVS requirements. While we will meet one of our milestones sooner than
anticipated, we have had to extend the timelines on other milestones due to various reasons, including:

o Preparing detailed instructions to the Wisconsin Works Contractors on how to process data maich

related overpayments.

Underestimating the complexity of the process for the IRS ta certify DCF to perform data matching.
« The denial of the request for position authority and additiona! funding to hire three full time employees
to process the State Wage Information Collection Agency (SWICA) and Unemployment Compensation

(UC) discrepancies.

Per our conversation, please let me know if a more formal process for amending the steps and timeline is

required.

Sinceraly,

Margaret McVlahon

Director .

Bureau of Working Families

Division of Family and Economic Security
Departent of Chitdren and Families

201 East Washington Avenue
Madlson, W153703
T: 608,535-3625

C: 608.622-9548
E: margaret.memahon @wisconsin.gov



WISCONSIN DEPARTMENT OF CHILDREN AND FAMILIES
TANF IEVS Penalty Corrective Compliance Plan (dated April 8, 2014)
Adjusted Steps and Timeline

The following milestones will be achieved by Department of Children and Families (DCF}:

a. Complete the required data matches for unearned income reported by the [nternal
Revenue Service (IRS) for tax year 2012 by Desember-31;-2644-April 30, 2015.

b. Complete the required data matches for uneamed income reported by the {RS for tax
year 2013 by December34-2045-August 11, 2015.

c. Become current in processing SWICA and UC data matches by Becember3t;
2045December 31, 2016.

d. Complete IRS requirements to assume responsibility for the required data matches
for unearned income reported by the IRS for tax year 2014 by May-2046-April 2016

e. Complete the required data matches for unearned income reported by the IRS for tax

year 2014 by Apel-30-2016 December 31,2016

1. Corrective Compliance Plan and Timeframes

a. RS Corrective Actions and Timelines

Data Match Corrective Actions Timelines Completed
' erandurm-of Understanding with
DHS ict with the-dat ol {thirel
verification-unti- DCE-can-become-certified-and April—May-2014 n/a’
ot for ol ot 4 :
the 1RS-data-match

Request, process, and complete the following IRS Tax Year data matches:

IRS Tax Year 2012
Request data from IRS (DHS) .
Apply W1 TANF thresholds (DHS) April - Sept. 2014
Complete third party reviews (DHS)

X

Complete case reviews (DCF) September—December-2044 ]
Process overpayments, if appropriate (DCF) Oct 2014 — April 2015

IRS Tax Year 2013
Request data from |RS (DHS) M
Apply WI TANF thresholds (DHS) April — June 2015
Complete third party reviews (DHS)
Complete case reviews (DCF) September.—December-2045 n
Process overpayments, it appropriate (DCF) June — August 2015

IRS Tax Year 2014 (DCF)
Request data from IRS
Apply Wi TANF thresholds July-2045—April 2046 0
Complete third party reviews May — December 2016

Complete case reviews
L Process overpayments, if appropriate

noF anticipated the need for an MOU with the Department of Health Services (DHS) when the TANF Corrective Action Plan was
drafted. The MOU has not been finalized, however, the work has not been hindered due to the absence of a signed MOU, DHS has
completed their portion of the IRS data match and thivd parly verification for tax year o122 and they are seheduled to complete the
same for tax yeur 2013 hy June 5, 2015,

i

Updated: 4/15/15
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Develop Capacity Within DCF to Complete IEVS IRS Requirements

Safeguarding Corrective Actions Timelines Completed
Comply with IRS Safeguarding Requirements in
IRS Publication 1075 (Tax Information Secutity April—November 2044
Guidelines for Federal, State and Local My — August 2015 L
Agencies; Safeguards far Protecting Federal y 9
Tax Retumns and Return information)
Noverber 2044

Establish a Secure Data Transfer (SDT) January - April 2018 tl
program

November 2044 —Februans- 2018 n
Become SDT certified January — April 2016
Contact IRS and establish DCF as lead to - Eebruary-2015—May-2816 0
complete IRS data matches for TANF September 2015 — January 2016
Create and submit the Disclosure of Information Mareh-2015—May-2045
tg {i:geral, State and Local Agencies IRS CMA | g tombar 2015 — January 2016 Il
Complete and submit to the IRS the Safeguard Mareh2015-—May-2015 O
Security Report and Corrective Action Plan March — June 2015

b. SWICA and UC Corrective Actions and Timelines
Corrective Actions Timelines Completed
Determine Full Time Equivalent (FTE)
positions needed to progess SWICA and UC Aprit 2014 X
discrepancies each month
f@lata’_ln plesllt_len auﬁk.he' ”t? EI' 'Ed aleid tiox a: :
SWICA-and-UCdiscrepancies{pesitions-will May—August-2044 nfa®
also-complete IRS-data-match-ence DCFis
authorized-to-carry-out-the-matehes)
Reerditand-hireEVS-FHEs August—Octeber 2044 n/a
1 } elieies!
ppeeedwe&and—sys’eems—te-s&lppeﬁ—DGF May—NMevember 2014 n/a
€0 i i
Notify-stakeholders-of changesto-SWICA November2014 nia
Bemws\M%a;;d-uemtemal‘ﬁFeees&Hg—fGF Nevernber 2014 n/a
Al SWICA and UC discrepancies for SFY
2015 completed timely December 2016 L]
2 \when DCE entered into the TANF Corrective Complisce Plar in April 2014, the solution to the W-2 agencies not processing

SWICA and UCdiserepancies appropiately was to complete the provessing internally. DCF requested position authority and
additional funding to hire three fulltime emplayees to process the SWICA and UC discrepancies, The vequest was denied. DCF is

now reviewing other options that will lead to compliance with SWICA and UC discrepancy procesging by Decenber 2016.
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