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Attached is a quarterly report on the progress under State's cormrective action
plan relatfing to the federal income verification requirements from the
Department of Children and Families, pursuant to November 12, 2014, Joint

Committee on Finance s. 13.10 action.

This report is being provided for your information only. No action by the
Committee is required. Please feel free to contact us if you have any questions.
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Honorable Alberta Darling, Senate Co-Chair
Jolnt Committee on Finance e T
Room 317 East, State Capitol BY L minand <
Madison, WI 537077882

Honorable John Nygren, Assembly Co-Chair
Joint Committee on Finance

Room 309 East, State Capitol

Madison, W1 53707-7882

Dear Senator Darling and Representative Nygremn:

On November 12, 2014, the Joint Committee on ¥inance provided $4,730,000 in income
augmentation revenue for programs mmder the Temporary Assistance for Needy Families
(TANF) block grant in order to replace the loss of TANT block grant funds in the same amount
due to an imposed penalty for failing to meet federal Income Eligibility and Verification System:
(IEVS) requirements, The Committee also required the Department of Children and Families
(DCF) to evaluate and report quarterly on the depariment’s progress under the state’s corrective
compliance plan relating to the federal income verification requirements with the first report
due on or before April 31, 2015 and the last report due on or before April a1, 2016.

DCF sent the first gnarter report to the committee on April 30, 2015, the second quarter report
on July 31, 2015, the third quarter report on October 30, 2015, and the fourth quartet report on
January 31, 2016, This letter provides DCF’s first quarter 2016 report on the progress under the
state’s TANF Corzective Corapliance Plan related to the federal IEVS TANF Penalty, The
information below provides a status of the corrective actions, The TANF Corrective Compliance
Plan dated April 8, 2014, subtnitted to U.S. Department of Health and Human Sexvices (DHHS),
is attached to this letter. The plan was updated and sent to DHHS on April 15, 2015, The
updated plan and transmittal exoail are alsc attached.

DATA MATCH REQUIREMENT

Section 1137 of the Social Security Act requires the Wisconsin Works (W-2) program to
participate i an income and eligibility verification systen. This system compares data relating
to applicants for, or recipients of, W-2 benefits with wage information from the state
unemployment compensation. program and wage, incorne, and other information from the
Social Security Admdnistration and the Internal Revenue Service for the purpose of verifying
eligibility for, and the amount of, henefits available under the W-2 progratm. The information
obtained through data matches cannot be used to terminate, deny, suspend, or reduce any
benefits of an individual until the agency “hag taken appropriate steps to ndependently verify
information relating to (A) the amount of the asset or income Involved, (B) whether such
individual actually has (or had) access to such asset or income for his own. vse, and (C) the
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period or periods when the individual actually had such asset or income.” §1137(a){5} [emphasis
added]. If the income or asset is independently verified from a third party source, the W-2
program can use the verified information to make decisions regarding the individual’s current or
past eligibility and can collect any overpayments that may have been made in the individual’s
case, The department or the W-2 agency must assess each case to resolve discrepancies between
information reported to the W-2 program and verified information identified through the data
matches, and to determine whether there has been an overpaymant.

DATA MATCH CORRECTIVE ACTIONS

The department’s corrective action plan requires it to carry out matehes with IRS data for tax
years 2012-2014. DCF and the Department of Health Services (DIIS) have completed the IRS
data matches for tax years 2012 and 2013, The data match process and outcomes of the process
for 2012 were described in the July 31, 2015 report, The data match process and outcomes of the
process for 2013 were described in the October 3o, 2015 report.

IRS Tax Vear 2014

DCF will complete the IRS data match for tax year 2014 without DHS assistance by the end of
December 2016 if there are no delays in obtaining certification from the IRS for DCF to perform
this data match independently.

SAFEGUARDING CORRECTIVE ACTION

The first step in the process to become certified to perform the IRS data match is for DCF to
obtain approval from the IRS Office of Safeguards to do so by completing the Safeguard Security
Report (S8SR) and complying with the IRS safeguarding requivrements described in IRS
Publication 1075. DCF completed, submitted, and received approval of the S8R on October 20,
2015.

DCF has submiitted the Disclosure of Information to Federal, State, and Local Agencies IRS
Computer Matching Agreement (CMA). The IRS approved the CMA effective May ¢, 2016.

_ Additional steps for obtaining certification from the IRS to perfortn the data match are
described in the attached TANF IEVS Penalty Corrective Compliance Plan — Adjusted Steps
and Timeline.

STATE WAGE INFORMATION COLLECTION AGENCY (SWICA) AND
UNEMPLOYMENT COMPENSATION (UC) CORRECTIVE ACTIONS:

Timely completion of SWICA and UC discrepancies by W-2 agencies is required as part of W-2
eligihility case processing in the W-2 and Related Programs Contract. In an effort to make an
immediate fmpact on the timeliness of processing discrepancies, in March 2015 DHS and DCF
completed system changes fo enhance the CARES Worker Web (CWW) Workload Dashboard to
assist case workers to identify and resolve the SWICA and. UC discrepancies. DCF reported in its
October 30, 2015 report that all W-2 agencies were completing their SWICA and UC
discrepancies within the required timeframe with one exception. DCF reported in the January
31, 2016 report that if the noncompliant agency’s performance did not improve within the first
quarter of 2016, DCF would impose a corvective compliance plan on the agency. That agency is
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now in compliance with the requirement to complete SWICA and UC disérepancies within the
required time limits. DCF will contintie monitoring of all W-2 agencies to assure they reraain in
compliance.

In addition to the system changes, when DCF entered into the TANF Corrective Compliance
Plan in April 2014, it proposed assuming responsibility for sccuracy in processing SWICA and
UC discrepancies at the state level. The 2015-2017 biennial budget provided foir additional full
time positions for this effort. DCF has hired two TEVS pogitions in Milwaukee, and is in the
process of finalizing the position deseriptions and working with the Bureaun of Human Resources
to recruit the remaining two positions.

SUMMARY AND EVALUATION OF IEVS COMPLIANCE EFFORTS

When it completes the IRS data match for the 2014 tax year at the end of calendar 2016, the
department will be in.compliance with the TRS data match IEVS requirement. DCF-will then be
able to remain current in performing data matches for future tax years. DCF has subinitted all
documentation and taken all actions required for IRS certification to carry out the 2014 and
future IRS data matches. It is awaiting fihal apptoval from the IRS on its request for.certification
and will take any additional actions that may be required to complete the certification process.
DCF expécts to complete hiring the four dedicated staff positions assigned to assure IEVS
compliance during the second quarter of 2016 and have procedures-and staff in place to assure
continued compliance with all IEVS requirements. As scon as these final actions are completed,
DCT will request that ACF determixie it to be in compliance and release it from the corrective
compliance plan,

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

Sincerely,
Aéise{x{%derso :
{ Secretary |
cc: ' Scott Neitzel, Department of Administration

Bob Lang, Legislative Fiscal Bureau

Attachments; E-mail to DHHS Regional Office (WI TANF IEVS Penalty Corrective Complianice
Plan Steps and Timeline) _
Attachment ~ Adjusted Timeline TANF 1EVS Corrective Compliance Plan
THVS Penalty Corrective Compliance Plan 2014 (Oxiginal)
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State of Wfscanain
Departiment of Children and Families

TANE CORRECTIVE COMPLIANCE PLAN

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

The U.8. Department of Health ahd Human Setvices, Administration for Chlldren and
Famllies (ACF) notified the Secretaty of Wisconsin's Departrent of Children and Famllies
(DCF) that i was imposing a penalty of $4,763,580 for net participating in the Ihcome
Eligibility and Verification Systems (IEVS) as indicated in the Single Audit Report for the

+ period July 1, 2007, to June 30, 2008, DCF did not (1) petform the Internal Revenue Service
(1RS) data match and (2} did not compiete timaly or docurnent apprapristely the state wage
information collection agency (SWICA) and unemployment compensation (UC) data
matches

The Temnporary Assistance for Needy Families [TANF) work program in Wisconsin is called
Wisconsin Works (W-2), Completing the required IEVS IRS data match for the W-2 program
has been a chailenge for Wissonsin for several reasons including.

a, Wisoonsin currently contracts with private agencies to administer the W-2 program,
Including the verification of all incoma data used for program eligibility. For fhe period
July 1, 2007, through June 30, 2008, DCF contracted with 1 public and/or private

~‘agencies and consortiums. IRS regulations deny private W-2 agency staff access to
Federal Tax Information (FT1) data. ~

b. In 2002, tha (RS terminated both the IRS Computer Matching Agreament {CMA) and

FTI data matching for the Departiment of Worldforce Developmerit (DWD), the 'state
" agency that administarad W-2 af the time. Administration of the W-2 program was
transferred to the newly creatéd DCF in July 2008,

_ Wisconsin had a similar finding In the July 1, 2003, through June 30, 2004 Single Audit
Report. To address thesa chailenges and correct the violation, DWD developed a sorrective
compliance plan jointly with the Department of Heaith and Family Services (DHFS), now the
Dapartment of Health Services (DHS) in May 2008, The pian, which was approved by ACF
in July 2006, indicated DHFS would perform the data match with the IRS and carry out the
third party verification under the IRS safe guarding requirements, and DWD would identify
and process overpayments. DHFS performed the IRS data matches for tax years 2004 and
2008 in September 2008. DHFS complsted the third party verification in November 2007. In
August 2009, DCF completed the review of unsamed income for tax years 2004 apd 2005
and identified 16 cases with a potential overpayment. This was the last year that all steps in
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the ERS match process were completed, Resource and capacity issues prevented the s’ca‘ce
from cansistently completing the IRS IEVS data match requwements

W-2 agehcies have been responsible for fotlowiﬂg up on the SWICA and UC data matches.
DCF has implemented a hurmber of system changes to reduce the number of discrepancles
~ that require manual review and resolution by the caseworkers, In addition to system
changes, DCF has issued guidance to W-2 agencies about the reguirement for fimely .
completion of data malches, provided training on how ta process data matohes, created
managament raports to identiy and track completion of data matches including overdue
data matches, lmproved computer system logic to create data matches that are most likely
te have an impact,on gligibility, and conductad ongoing monltormg of data matohas. In
January 2013, DCF Tirip ferrenied a hew service delivery systern administered by 8
contracted W2 agencies instead of the 51 agenciss In 2008, One goal was to improve
quality control through greater scale of operations and capacity. DCF now plans o complete
SWICA and UC data matchas internally to ensurs that they are done timely and with
appropnate dacumentatlon .

The success of this plan ls dependent ontwo oritical glaments. Fnrst the abiiity of DHS to

. parform the first two steps in the IRS data match process untll DGF s certified to carry out
those functlons and sacond, ERS cartification of DCF siaff to perform the IRS data mateh
’functtons

2, Gorrective Gompliance Plan Description and Milestones

The Caorrective Compliance Plan and Timeframes section describes the steps DCF will
implament and the tmeline DCF will follow to come into compliance with IEVS requirements.
DCF intends to hire additional staff thaf will follow up on SWICA and UT data maich ‘
exceptions. In the short term DCF will wark with DHS to compiets the required data matches
for unearnad income reported by the IRS, DCF will coordinate with DHE to complete the
data triatch and third party vetification process for the IRS IEVS data match requirements
until DCF receives IRS autherization and can assume those responsibliities,

Thie fallowing milestones will ba schieved by DOF:

~a, Complete the required data matches for uneamad income reported by the IRS for tax
year 2012 by December 31, 2014
h. GComplete the required data matches for uneamed income repbried by the IRS for fax
year 2013 by December 31, 2015
¢ Become current in processing SWICA and UC data matches by Becember 31, 2015
Complets IRS requirements io assume responsibility for the required data matches
for unearned income reported by the IRS for tax year 2014 by May 2015
a. Complete the required data matchas for unearned. Income reported by the IRS for tax
' yeat 2014 by April 30 20*%6
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3. Gorrective Compliance Plan and Timeframes

a. IRS Corrective Agtions and Timelines

March 2018 — May 2015

Data Match Corrective. Astions Timelines .Gomp!é{eéj
Update the Memorandum of Understanding with - ‘
DHS to asslst with the data mateh and third party
‘| verification until DCF can become tertified and April — May 2014 O]
assume responsibility for ell of the processes for the : '
IRS data maich
Reguest, process, and complete the following TRS Tax Year data matches:
IRS Tax Yaar 2012
Request data from IRS (DHS) . -
Apply WI TANF threshoids (DHS) April - Sept. 2014 O
Complete third party reviews (DHS) .
Complete case reviews (DCF) September — Dacombsr 1
Process overpayiments, If appropriate (DCF) 2014
IRS Tax Year 2013 -
Request data from IRS (DHS) July 2014 -~ September []
Apply WE TANF threshokls (DHS) C2015
Complete third party reviews (DHS) :
Complete case reviews (PCF) Septermber ~ December N
Process overpayments, if appropriate (DCF) 2015
IRS Tax Year 2014 (DCF) :
Request data from IRS
Apply W] TANF thresholds o
Complete third party reviews July 2015 - Aprii 2016 -
Complete case reviews
__Process overpayments, if appropriate _
Deveiop Capacity Within DCF to Complete IEVS IRS Requlrements
Safeguarding Corrective Actions Timelines Completed |
Comply with IRS Safeguarding Requirements In IRS
Publicatlon 1075 (Tax Information Securly
Guidelines for Faderal, Stafe and [Local Agencies; April ~November 2014 [T
Safeguards for Protecting Federal Tax Returns and - :
Ratum Information)
, Establish a Segure Data Transfer (SBT) program November 2014 O
: November 2014 - February ]
Bacome SDT cerlified 2015
" Contact IRS and estabilsh DCF as lead to complete _ '
IRS data matches for TANF February 2015 -May 2015 | L]
Create and submit the Disclosure of Information to L
Federal, Stale and Local Agencles IRS CMA 1o IRS Mareh 2015 - May 2015 I
Complete and submit o the IRS the Safeguard M

Security Report and Corrective Action Plan




B. SWICA and UC Corrective Actions and Timelines

Corrective Actions

Timelines

- Completed -

Determine Full Time Equivaient (FTE) positions
needed to process SWICA and UC discrepancies
each month

April 2014

[

Obtain position authority and additional funding to
hive sufficlent FTES to complete 8WICA and UG
discrepancies {positions will also complete IRS data
-match once DCF is authorlzed to carry out the
matches)

May ~ August 2044

mp

Recruit and hire [EVS FTEs

August - QOctober 2014

Develop, revise and update DCF pollcies,
procedures and systems to supportt DCF complation
of SWICA and UC discrepancies .

May — November 2014

Notify stakeholders of changes to SWICA and uc
IEVS processes

November 2014

Begln SWICA and UC internal processing for Stato
Fiscal Year (8FY) 2015

Novamb&:r 2014

All SWICA and UC discrepancies for SFY 2016
_completed timely .

Decermber 2015

OO g |

4. Gavernot’s éertiflcation of Bupport

i, Blolse Anderson, acting on behalf of Scolt Walker, Governor of the State of Wisconsin, do

“hereby cerify that necessary financial and persorinel resourees and any coifier needed:
support actions will be provided to ensure that this TANF penalty corrective compliance plan .
will ba successfufly implemented by Wisconsin in the time frame provided by this plan,

Date:v | [‘/Z,? / D/LO / 17/

Sianature: -/ ""3437'“""" |

Eloisa Anderson, Secretary
State of Wisconsin

Department of Children and Families -




Swissdorf, Kim M - DCF

Erom:
Sent:
-To:
Co
Subject: )
Attachments;

McMahaon, Margare’t - 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 - Adiusted Timeline TANF [EVS Penalty Corrective Comipliance Plan.pdf

Tom, per our phone discussion on Tuesday, April 7, 2015, | 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 Eamings
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 match

related overpayments.

¢ Underestimating the complex1ty of the process for the IRS to certify DCF to perform data matching.
» The dénial of the request for position autharity and additional funding to hire three full time employees
to process the State Wage Informatlon Collection Agency (SWICA) and Unemployment Compensation

{UC) discrepancies,

Per our conversation, please let me know if 2 more formal process for amending the steps and timeline is

required.

Sincereiy,

~ Margaret McMahaon

Directar

Bureau of Working Families

Divisicn of Family and Ecanomic Security
A Departrﬁent of Childran and Families

201 East WashlIngton Avenue

Madisan, Wi 53703

T: 608.535-3625

C: 608.622-9548
E: margaret, memahon @wisconsin,gpv



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

The following mitestones will be achieved by Department of Children and Families (DCF):
a. Complete the required data matches for unearned income reported by the Internal
Revenue Service (IRS) for tax year 2012 by Besember 34;-2014-April 3¢, 2016.
b. Complete the required data matches for unearned income reported by the IRS for tax
year 2013 by Desember34-2045-August 11, 2015.
c. Become current in processing SWICA and UC data matches by December 34,
2015December 31, 2016. .
~d. Complete IRS reguirements to assume responsibility for the requlred data matches
“for uneamed income reported by the IRS for tax year 2014 by May-2845-April 2016
e. Complete the required data matches for uneamed income reported by the IRS for tax

year 2014 by Apiil-302048 December 31, 2016

1. Corrective Compliance Plan and Timeframes

a. IRS Corrective Actions and Timelines

A Data Match Corrective Actions ' Timelines Completed
Uaéaie—the—iwemeﬁandumewﬂderstanm ~
venﬂeaﬁeprunm-%ﬁean—beeeme%eﬁme@aﬁd April—May-2014 n/a’'
assume#espeﬂsibm&y#er—aﬂeﬂhe—pmeesses—fe-r .
the RS -datarrateh
Request, process, and complete the following IRS Tax Year data matches:

IRS Tax Year 2012 _
Request data from IRS (DHS . =
Apply Wl TANF thresholds (EBHS) April - Sept. 2014 A
Compiete third party reviews {(DHS)

Compiete case reviews {DCF) September—Dacember2044 M
Process overpayments, if appropriate (DCF) Oct 2014 — April 2015

IRS Tax Year 2013 :

Request data-from IRS (DHS) © o July-2014 —September 2045 0O
Apply W1 TANF thresholds {DMHS) | ' April— June 2015 '
Complete third party reviews (DHS) A :
Complete case reviews (DCF) September—December 2045 N
Process overpayments, if appropriate (DCF) June — August 2015

IRS Tax Year 2014 (DCF)

Request data from IRS - 7

Apply WI TANF thresholds Jely 2045 —-April-2046 i O
Complete third party reviews  May - December 2016

Complete case reviews ' ,

Process overpayments, if approprlate

* per anticipated the need for an MOU with the Deparfment of Healtk Services ({DHS) when the TANF Corrective Action Plan was
draftéd, The MOU has not been finalized, however, the work has nct been hindered due to the absence of a signed MOU, DHS has
completed their portion of the IRS data match ;md third party verification for tax year RO1R and they are sc‘heduled to complete the
same for tax year 2013 by June 5, 2015.

1
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Develop Capacity Within DCF to Complete IEVS IRS Raquirements

Safeguarding Corrective Actions Timelines Completed
Comply with IRS Safeguarding Requirements in
IRS Publication 1075 (Tax Information Security Apri—Noverber 2044 -
Guidelines for Federal, State and Local :
. Agencies; Safequards for Protecting Federal May — August 2_81 5
Tax Returns and Return information) :
X Novemberz0144
Establish a Secure Data Transfer (SDT) January - April 2016 L]
program
, November-2044 ~-February-2015
Become SDT certified January — April 2016 H
Contact IRS and establish DCF as lead to February-2016—May-2015 ]
complete RS data matches for TANF September 2015 - January 2018
Crezte and submit the Disclosure of information Mareh 2015 — May 2045
Eg Fsgeral, State and Local Agencies IRS CMA September 2015 — January 2016 ]
Complete and submit to the IRS the Safeguard Maroh-2015—WMay 2046 u
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 io process SWICA and UC Aprit 2014 B
discrepancies each month :
i i Fioiom FTE E
SWICA-ard- UG diserepancies-{positions-will May—August 2044 n/a’
[ lote 126 d I DCE |
B . | hire JEVS.ETE August—October 2014 n/a
Dovelon oy aio DOE policion,
procedures-and-systemsto-suppor-DGE May—November 2044, n/a
et f Qir - . ;

' eis-of shanges-to-SWGA  Neverber2014 na
and UCIEVS processes :
State Fiscal-Year(SEY)2015 Novermber 204 wa
All SWICA and UC discrepancies for SFY .
2015 completed timely December 2016 a

% When DCF enered into the TANT Corrective Compliance Plan in April 2014, the sclution 1o the W-2 agencies not processing
SWICA and UC discrepancies appropriately was to complete the processing internally, DUF requested position authority and
additional funding to hive three fulltime employees to process the SWICA. and UG discrepancies, The request was denied, DCF is

now reviewing other options that will lead to compliance with SWICA and UC diserepancy processing by December 2016,

Updated: 4/15/15
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