NOTE THAT QUESTI ONS AND ANSVEERS WHI CH PERTAI N BOTH TO THE
REVI SED 581 FORM AND THE REVENUE QUALI TY CONTROL REVI EW W LL
BE FOUND IN THI'S SECTI ON. THOSE THAT PERTAIN ONLY TO RQC
WLL BE FOUND I N THE SECOND SECTI ON, REVENUE QUALI TY CONTROL
QUESTI ONS AND ANSVEERS.

REVI SED FORM ETA 581
QUESTI ONS AND ANSVEERS



Space for Standard Form ETA 581



Tax Function d obal
Probl em Type: Milti-Unit Enployers

See Attached Gid
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Tax function dd obal
Pr obl em Type: DOCUMENTATI ON FOR ELECTRONI C FI LI NG PAPERLESS
SYSTENMS

Wth "state of the art" equi pnment and prograns that

encour age the concept of "paperless” reporting and
recordi ng, questions arise as to what constitutes acceptable
docunentation for RQC review purposes.

Simlar to the earlier paper systens, autonated paperless
systens need audit trails so that original input is recorded
and retained. |If an audit trail does not exist, there is
potential for fraudulent activity, and the RQC revi ew
finding would need to indicate that a risk exists within
such a system

Hard copies, mcrofiches or imging of original information
provi de the necessary audit trails. For enployers filing
wage and contribution information electronically, on disk or
tape, a copy of reported/recorded information |oaded into

t he enpl oyers' account/file would be considered as an
"original" docunment and provide an audit trail.

After the original information is entered, additions,
changes and del etions are often nade to enployer files.
Sound operating principles call for sone neans to capture
the informati on which caused the alteration to take place.
| f, however, the RQC reviewer comes across a system which
sinply overlays new i nformati on over the original, wthout
any apparent provision for an audit trail, the reviewer
could look to the DP unit, since nost States retain a back-
up file (tape, disc, etc.) of the conputer programruns.
Such data are usually held at an off-site |ocation for
periods of time for rebuilding data files, when necessary.
These back-up files could be utilized to recreate the data
needed for RQC revi ew purposes.

The revi ewer should check with the DP or Internal Security
unit to discover how they recreate the original information
(short of running every single back up tape), and the nethod
used to catal ogue information so that one can tell if he/she
is looking at original versus adjusted information.

"Original" (paper copies, imaging, mcrofiche, etc.)
docunents for the Acceptance Sanpl e cases nust be retained
until the Annual Report is conplete and signed off by the
SESA Admi nistrator and the Regional Ofice representative.

I f SESA record retention requirenments have not been exam ned
to date, this should be done inmediately to ensure that
necessary records are being retained for the appropriate
time periods required to conduct the RQC reviews.
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FORM ETA 581
End of Quarter Enployers (ltens 1-3)

Question 4. Wiy are contributory and rei nbursabl e enpl oyers
count ed separately on the ETA 5817?

Answer: Contributory and rei nbursing enployers are reported
separately on the ETA 581 because their differing nethods of
financi ng benefits have different effects on the State's
Trust Fund. The proportion of receivables attributable to
each of the two categories of enployers can be determ ned by
separate reporting and can be conpared to receipts and

di sbursenents on other ETA reports (e.g., ETA 2112) which

al so separate the two categories. The separate count al so
accomodat es the use of the nunber of contributory enpl oyers
as the base to conpute audit penetration rates.

Question 5. The follow ng questions concern the definition
of active enpl oyer:

The definition of "active enployer"” is stated as: An
"enpl oyer” (single or multi-unit) under the State

unenpl oynment conpensation law, currently regi stered and
required to file reports, who has paid and reported wages
during one or nore of eight consecutive cal endar quarters
whi ch includes the quarter being reported.

(a) Should enployers who are required only to report sone
gquarters but not all quarters or on sone basis other than
quarterly (e.g. seasonal enployers) but are otherw se
consi dered active, be included in every quarterly count of
active enpl oyers?

(b) Because of the timng between the nornmal receipt and
posting of enployer reports and the due date of the ETA 581,
isn't it alnost inpossible to ascertain if enployers stil
neet the requirenents of the definition of active enpl oyer
and be included in the count for the ETA 581 quarter "being
reported"?

(c) I'f an enpl oyer submts "no wages" reports for the seven
quarters prior to the ETA 581 report quarter, has not yet
been nade inactive, and is expected to subnmt a contribution
report for the eighth quarter but has not (wages have not
been reported), is the enployer included in the count of
active enployers as of the end of the report quarter (eighth
quarter)?
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FORM ETA 581
End of Quarter Enployers (ltens 1-3) --Continued

Answer :

(a) Enployers who may not be required to file a
contribution and/ or wage report every quarter but are
required to neet an alternate filing requirenment and are

ot herwi se considered active, should be included in the count
of active enployers for each report quarter.

(b) The count of active enployers includes the ETA 581
gquarter being reported based on information avail abl e
(enmpl oyer reports received) at the time the ETA 581 is
conpl et ed.

(c) If an enployer has submtted "no wages" reports for the
previ ous seven quarters and has not submtted a report by
the time the ETA 581 is being conpleted, the enployer is
still counted as active (with a report delinquency).
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FORM ETA 581 (lItem 4)
Report Del i nquency

Question 4. Delinquency cut-off date - Page I1-2-4. Item
by iteminstructions - Page I1-2-8. There is a possible

di screpancy between the definition and the itemby item
instructions. The definition states the "notification" date
is the cut-off date. The itemby iteminstructions state to

enter the date the enployers "...were identified and
notified of such by the nailing of the first delinquency
notices". Since the date delinquent enployers are

identified can be different fromthe date they are notified,
whi ch date should be entered on the ETA 5817

Answer: The intent of the data elenent is to determne if
SESAs are notifying enployers of report delinquencies in a
timely manner. The notification date is used.
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FORM ETA 581
Probl em Type: Status Reporting (ltens 14-19)

Question 1. If the SESA allows a reinbursing enployer to
change to a contributory account:

(a) Is this a Status Determ nation?

(b) Howis it counted for the 581 and Conputed Measures?

Answer :
(a) Yes, it is a New Enployer Status Determ nation.

(b) It should be included in the 581 count for Item14. |If
it is necessary to inactivate or term nate the reinbursing
account in order to make the New Determ nation, it should

al so be included in the 581 count for Item 20
(I'nactivations/ Term nations). For Itens 1-3, (End of
Quarter Active Enployers) it should be counted in whichever
category it belongs at the tine the count is taken. The
liability date for the new contributory account is the date
the account is nmade effective as a contributory account.

Question 2. The definition of successor states "... and is
decl ared subject as of the date on which it neets the

requi renents of the State unenpl oynent conpensation |aw for
successorship.”™ This is confusing in States that have broad
coverage requirenents (e.g. subject enploynment exists if
there is any enpl oynent for any portion of any day or there
is a paynent for service that exceeds nore than one doll ar)
because the enpl oyer is subject whether there was a
succession or not. Wiy is "declared subject” part of the
definition?

Answer: We will add words to clarify "...... decl ared
subject as a successor........ "
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FORM ETA 581
Status Inactivations/ Term nations (Item 20)

Question 1. Wat is the purpose of the
inactivation/term nation count? Howis it used?

Answer: Al though this information is no | onger used to
determ ne the nunber of active accounts, it is still a
reportable activity of a State's contribution operations.

O her Federal governnent agencies use it for statistical
projections. For exanple, the Small Business Adm nistration
activity report uses the information as a factor in
projecting change in its enpl oyer popul ation.

Question 2. If an enployer submts "no wage" reports for 6
quarters and then fails to submt reports for 2 quarters
whi ch are then assessed as a matter of SESA procedure,
shoul d the account be inactivated based on the 8 quarter
wage" criteria or should it continue to be counted as
active?

no

Answer: The account should continue to be counted as active
until the actual inactivation decision is nade by the SESA.
Exanpl e: The SESA receives wage reports for 6 quarters

whi ch report no wages and then receives no nore reports.

The SESA follows its procedures and nmakes assessnents of
zero wages for the next two quarters and inactivates the
account based on 8 quarters of no wages. The account shoul d
be included in the active count until the actual

i nactivation takes pl ace.

Question 3. If 8 quarters of "no wage" contribution reports
have been submtted and the enpl oyer account is
automatically inactivated without a person actually making a
determ nation

(a) should the account be included in
| nactivations/ Term nations (Item 20)?

(b) Should the account be included in the RQC Acceptance
Sanpl e universe for Inactivations/ Term nations?

Answer :

(a) Yes, whether a person nmakes a determ nation or the
system automatically inactivates the account, it should be
included in the 581 count of Item 20
(I'nactivations/ Term nati ons).

(b) Yes, an account automatically inactivated should be

included in the Status I|nactivations/ Term nati ons Acceptance
Sanpl e uni ver se.
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FORM ETA 581
Status Inactivations/ Term nations (lItem 20)--Conti nued

Question 4. |If after 8 quarters of "no wage" reports
accounts are counted in item 20 for ETA 581 purposes, but
the SESA continues to keep the account active on its records
and at sone |ater date inactivates the account, should the
account be included on the

ETA 581 again? Should the inactivation be included in the

| nactivation/term nati ons RQC sanpl e uni verse?

Answer: | f an enployer account is automatically inactivated
by a conputer program upon subm ssion of "no wages" reports
for eight quarters and is counted in item 20,

i nactivations/term nations, at that tine; the account should
not be included in item 20 a second tinme when the account is
inactivated in the State's internal records. For both

i nstances, the inactivation is considered as one transaction
on one enpl oyer account and should be included in the RQC
sanpl e universe for inactivations/term nations.
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FORM ETA 581
Probl em Type: Receivables (ltens 21-44)

Question 6. Declared Uncollectible - Item 21, Page I1-2-6
Shoul d anmounts legally and officially witten-off on active
accounts (e.g., an anount either exceeds statute of
limtations or the agency and the enployer have agreed to a
"conprom sed anount”) be excluded fromthis category? |If
yes, where should they be reported?

Answer: The phrase "on an inactive or term nated account"”
is being deleted fromthe definition of declared
uncol l ectible since it is permssible in sone States to
declare an anount attributable to an active account as
uncol | ectible. Therefore, all anmounts decl ared
uncol | ectible, regardless of the status of the accounts,
shoul d be reported in the appropriate item (24 or 36) on the
ETA 581.

Question 7. (a) Age of Receivables - Contributory

Enmpl oyers, Page |1-2-15. This instruction states that
recei vabl e amounts should be counted fromthe end of the
quarter for which contributions are due. Since the
contributions aren't due until the nonth follow ng the
quarter, shouldn't the count start then? How can a

recei vabl e be aged starting at a date before it was due
when, by definition, the anbunt nust be past due before it
i s considered receivabl e?

(b) Age of Receivables - Reinbursable Enployers, Page II-2-
18. The instructions state that the age of the receivable
anount shoul d be cal cul ated fromthe date paynent was due.

Shoul dn't the calculation be fromthe date the paynent was
consi dered past due since the anmount can't be considered a
recei vabl e by definition until it becones past due?

Answer (a) and(b): In accordance with General Accounting
Ofice and U. S. Treasury requirenents for financial reporting
by Federal agencies, ETA nust report financial data which

i ncl udes anounts receivable. The reporting system based on
nodi fi ed accrual accounting, reports assets and liabilities
when they occur rather than when cash is actually received
or paid. Based on this prem se, the actual age of a

recei vable amount is determned fromthe date the debt is
incurred (the end of the quarter for which contributions are
due) not the date it was established as being past due or a
recei vabl e. This method al so ensures that States are

cal cul ating the age of receivables on the sane tinme basis,
rather than individual arbitrary dates.

Question 8. Declared uncollectible - Item 24, Renoved from
Active File - item25, Page I1-2-14. |If paynent is received
for amounts reported in itenms 24 & 25, should it be shown on
the ETA 581 report? |If yes, how?
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Form ETA 581 Report
Probl em Type: Receivables (Itens 21-44) Conti nued

Answer: To report paynment received for an anmount which has
previ ously been declared uncollectible initem24 or 36, re-
establish the anount as a receivable in item 22 or 34, and

i nclude the anount in item 23 or 35 as being |iquidated.

The sane transactions apply to report paynent for an anount
t hat has been renoved fromthe bal ance of receivabl es
because of age in itens 25 and 37.

Question 9. Anount Determ ned Receivable...- item 22, Page
I1-2-14. What is an exanple of accounts that are not
"legally collectible"? If delingquent paynment of an anount
not considered legally collectible is not reported on the
ETA 581, how will DOL know if the State has effective

col l ecti on net hods?

Answer: In the definition of receivable, the phrase
"legally collectible and enforceable"” is in reference only
to estimates, assessnents and final assessnents. Any anount
that is legally binding upon an enpl oyer regardl ess of how
it is termed (estimte, assessnent, final assessnent) is

| egally collectible and, thus, considered a receivable.

This issue is not a major factor in determ ning the
effectiveness of a State's collection operations.

Question 10. The definition of receivables states that this
i ncl udes "past due" contributions. Does this nmean that:

(a) If a delinquent contribution report is received by the
agency with paynent that the contributions due should be
considered a "receivable" and the acconpanyi ng paynent
shoul d be considered a "liquidated receivable"?

(b) If a contribution report is received early w thout
paynent establishing a debit and then a paynent is received
tinmely, should the amount of the debit be counted as a
"receivabl e and the paynent counted as "liqui dated" even

t hough the anobunt payable is not "past due"? This is done
routinely at this tine because it is inpractical to try to
sort timely, unpaid anounts from past due, unpaid anounts.

Answer :

(a) I'n accordance with the option that is nore practical for
its collections operation, a State may elect to either
consider the entire anount of contributions due as a

recei vable and the anount being paid as a |iquidated

recei vable or only set up the anobunt not being paid as a
receivable in "determ ned receivable”. 1In either case, the
sanme net anount will be reflected in the receivabl es bal ance
on the ETA 581.
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Form ETA 581 Report
Pr obl em Type: (Receivables (lItenms 21-44) Conti nued

(b) A paynent that is not received with a contribution
report that is submtted early is not "past due" and should
not be included in receivabl es transactions.

Question 11. According to the definition, an adjustnent
whi ch cancel s a previously established receivabl e should be
counted as "liquidated". Does this include the correction

of clerical and/or input errors? For instance, if a

recei vabl e amount of $600 was incorrectly recorded as

$6, 000, should this be corrected by increasing receivabl es
| i qui dat ed by $5400? How does RQC | ook at this figure: as
managi ng recei vabl es or as managi ng col | ections?

Answer: It is correct to include in "liquidated" an
adjustnment to correct a clerical or input error. 1In the
exanpl e given, a receivable was established and count ed,
even though in error. The adjustnent is to cancel the

anount set up in error. |If the "liquidated" itemis
conposed mai nly of adjustnents or of one | arge adjustnent,
it should be footnoted as such. It nust be renenbered that

the itens on the formbetween "total receivables at the
begi nning” and "total receivables at the end" attenpt to
summari ze the transactions which caused the bal ance of
recei vables to change fromthe beginning to the end of the
gquarter and that every conceivable type of transaction
cannot be reported separately.

Question 12. How can the portion of contributions that is
forgiven or declared uncollectible in a conprom se agreenent
for an active enployer account be included in "anmounts

decl ared uncol | ecti bl e" when the definition of uncollectible
infers that amobunts can only be decl ared uncoll ectible on

i nactivated or term nated accounts?

Pl ease clarify how to handl e "Conprom se settlenents”
Exanpl e: $100 A/R over 15 nonths old - you have a
“conprom sed settlenent"” and col | ect $30:

(a) Where do you report the uncollected anount? Do you put
the $70, in declared uncollectible or in "doubtful
accounts"?

(b) If the $100 is already in item 25, can the $30 be noved

into accounts receivable and liquidated with the $70
remaining in item 25?
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Form ETA 581 Report
Pr obl em Type: (Receivables (lItenms 21-44) Conti nued

Answer: The phrase "on an inactive or term nated account”
is being deleted fromthe definition of declared
uncol l ectible since it is permssible in sone States to
declare an anount attributable to an active account as
uncol l ectible. Therefore, all anmounts decl ared
uncol l ectible, regardless of the status of the account,
shoul d be reported in the appropriate item (24 or 36) on the
ETA 581. Pl ease disregard the phrase in the instructions
until a revision is issued.

The conprom se represents an adjustnent to the original
recei vable anount, e.g., instead of $100, it is reduced to
$30, the actual anount of paynent.

(a) If the $100 has not been declared uncollectible, an
adj ustment of -$70 is included in item22 or 34 (determ ned
recei vabl e during period) and the anobunt collected, $30, is
included in item 23 or 35 (liquidated).

I f the $100 has al ready been decl ared uncollectible in item
24 or 36 on a prior report, an adjustnent of $30 is included
initem22 or 34 to reestablish a $30 receivable, and the
$30 collected is included in item 23 or 35 (liquidated).

The $70 difference has al ready been negated when the
original $100 was decl ared uncol |l ecti bl e.

(b) If the $100 has been renoved fromthe receivable

bal ance through itens 25 and 37 on the ETA 581: An

adj ustment of $30 is included in item?22 or 34 to
reestablish a $30 receivable, and the $30 collected is
included in item23 or 35 (liquidated). The $70 difference
has al ready been negated when the original $100 was renoved
fromthe bal ance of receivables in itens 25 and 37.

Question 13. Renoved from Active File - itens 25 and 37.

I nstructions are needed for the initial entry for this item
(1) If a State can currently determ ne which receivabl es
neet the age requirenent to be reported in this item should
the State nove those receivables into this iten? O, (2)
shoul d the count for renoving receivables fromthe active
receivabl es start with January 1995, |eaving the old
receivables in itenms 32 and 44 for two consecutive ETA 581
report periods?
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FORM ETA 581
Probl em Type: Receivables (Itens 21-44)--Continued

Answer: In the final release of the ETA 581, a note added
to the instructions for itens 25 and 37 indicates that
States should begin reporting in these itens wth the
initial March 31, 1995 report. However, if it is inpossible
to identify whether a receivable anmount has been shown in
the ol dest age categories on the two previous reports when
conpleting the March 1995 report, reporting for Item 25 and
37 wll have to be done when it is possible to accurately
do so.
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FORM ETA 581
Field Audit (Items 45-57)

Question 3. At what point are audits considered conplete
for counting purposes on the ETA 581? According to our
interpretation of RQC, audits should not be included in the
conput ed neasures count or in the Acceptance Sanple universe
until everything is conplete, including appeals hearings and
posting of any adjustnments resulting fromthe audit. Wy
nmust appeal s be heard and adjustnents posted before the
audit program can count the audits for penetration and
before the reviewer can exam ne the case?

Answer: A field audit should be counted on the ETA 581 and
included in the RQC Acceptance Sanple after the auditor has
conpleted all work, and it has been subject to whatever
review the SESA requires and adjustnents are prepared. It
is not necessary for adjustnents to be processed nor the
appeal to be heard prior to counting the audit on the ETA
581 and in the Field Audit Acceptance Sanpl e.

If it is selected for an RQC review, the reviewer should
insure the necessary follow up is in progress, such as the
adj ustments posted or the case referred for appeal.

Question 4. Wat should drive tol erances used to detern ne
whether a field audit should be extended? Difference in
gross wages? Taxable wages? Tax due? How nuch difference
in any of these area should be established as the tol erance
| evel (e.g., 2% 5% 10% ?

Answer: See ESM Part V, Section 3671 definition of
tol erance, and ESM 3675 B, extending the audit.

Tol erance is an area established by the individual SESAs for
their audit prograns, and is based on criteria established
by the individual SESA. Due to the vast differences in tax
rates and taxabl e wages anong the States, no national

tol erance | evel nor nethodol ogy can be defined that woul d be
applicable to all SESAs.

Note: This is an area that will be addressed in the
proposed Field Audit Methods Survey for information on best
practices of the States.

Question 5. Does the definition of a | arge enpl oyer refer
to pre-audit figures or post-audit figures?

Answer: The audit selection would be based on the pre-audit
figures of the year preceding the year audited if based on
the dollar anmobunt or on the reported wages of 100 or nore
workers in the current or preceding year.
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FORM ETA 581
Field Audit (Itens 45-57)--Continued

If after conpletion of the audit, it was found that the

t axabl e wages were over one mllion dollars and/or the

enpl oyer had 100 or nore enployees in the year being
audited, then the audit would also neet the criteria of a

| arge audit and could be counted as such on the 581 report.
Thus, either pre-audit or post-audit figures could be

consi dered correct.

Question 6. If, while conducting an audit, an auditor finds
wor kers and wages for another State, should the auditor
conduct an audit which includes those wages? Should the
information be shared with the other State? Which State
counts the audit? Both? Which State counts the change?

Answer : The auditor should conduct the functions required
by ESM and RQC for the assignnent to be correctly classified
as an audit for his/her SESA. The identification by the
auditor of the correct payroll for his/her specific SESA
shoul d be found in the docunentation of the audit. The
audit as well as any adjustnents to their audited payrol
woul d be counted by the State perform ng the audit.

The information regarding the other State's reportabl e wages
shoul d be noted in the body of the audit and the infornmation
shoul d be shared with the other State based on the auditing

SESA's field audit policy and procedures on initiating out-

of -state contact.

A simlar question:

Large enpl oyer conputerized field audits are conpleted by a
State's field auditors (a special team which works out of
central office) on behalf of other States as well as their
own State. Results of the audit are shared with the other
State(s) as appropriate and the other State accepts their
findings just as if it had been done by one of their own
auditors. Should these audits be included in the universe
of audits for the receiving State?

Answer: As the audit was not conpleted by a nmenber of the
staff of the receiving state, the audit would not be counted
as an audit in the receiving State's universe. The

adj ustmrents woul d be processed as needed, but the audit
woul d not be counted.

Pl ease note that Joint Audits, where nore than one State's

auditors performthe audit together, would be counted in
each SESA's audit universe.
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REVENUE QUALI TY CONTRCL
QUESTI ONS AND ANSVEERS

PLEASE NOTE THAT QUESTI ONS AND ANSVERS WHI CH PERTAI N BOTH TO

THE REVI SED 581 FORM AND THE REVENUE QUALI TY CONTROL REVI EW
WLL BE FOUND I N THE FI RST SECTI ON, REVI SED FORM ETA 581.
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Tax Function: Status
Probl em Type: Conputed Measures

Question 9. Way are "New' and "Successor” Determ nations
bei ng counted separately for conputed neasures? In Conputed
Measures, isn't the inportant thing that a subject enployer
is set upin a tinely manner, regardl ess of whether it is a
new enpl oyer or a successor enployer? Information nay be
recei ved that shows that an enployer is subject under the

| aw and the account may be set up right away, but it may be
much | ater before information is received indicating that

t he enpl oyer was a successor. This could rmake it appear
that the SESA isn't doing a good job of setting up accounts,
when in fact, they are setting accounts up in tinely manner.

Answer: In Status Conmputed Measures, we are | ooking at the
timeliness of Status Determ nations. Wth new accounts
there is a need to get the benefit information into the
systemand to start collecting taxes. For these reasons, in
sone States successors which have not previously been

enpl oyers are set up as new accounts first.

Sonme States allow enployers as long as a year to apply for
successorship. By their nature, it takes nore tinme to
process Successor Determ nations. Also, since Successor

| aws vary greatly from State to State, there is a need to
nmeasure them separately to acconmodate these differences.
By reporting each category separately, a nore accurate
picture of timeliness within the SESA for each category is
obt ai ned.
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Tax Function: Status
Probl em Type: Acceptance Sanpling

Question 18. Acceptance Sanpl e--Does evi dence exist at the
time of the review that the account had been correctly set
up in accordance wwth State Law and witten policy? Wat if
the State has no witten policy? Should this gquestion be
answered "no"?

Answer : No. The intent of the question is to ensure that
the correct determ nation is nade based on SESA laws. I|f the
Status Determ nati on was nmade correctly, the question should
be answered "yes" and the sanple case should pass the

revi ew. If the SESA has a deficiency in their witten
procedures or policies, a risk should be identified in the
Systens Review. However, it is the Acceptance Sanple which
determ nes whet her or not the case passes or fails.
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Tax Function: Cashiering
Probl em Type: Systens Revi ew

Question 10. The State does not utilize a suspense
account/exception file for the cashiering function.

Rem ttances and/or reports that are not processed are
returned to enployers with a status (registration) form
The State does not followup on these returned itens or
maintain a record or listing of the itens returned to the
enployer. In the Systens Review questions 5 &

6 on pages 26 & 27 reference controls for handling nonies
and reports which are not processed in the normal flow The
State is requesting that a "not applicable” (NA) be

al l owed for these questions.

Answer: The State will have to answer these questions "No",
and indicate a risk if no suspense account/exception file is
mai ntai ned, and if they have no nethod of tracking the
returned itenms. N A is not appropriate for this question
(Note: This question even has a verification test to check
12-15 remttances in the suspense account/exception file.
The intent of asking this question is to ascertain that
SESAs mai ntain such controls in the cashiering function. A
State wi thout such controls would not be able to conduct the
required verification test.)
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Tax Function: CASH ERI NG
Probl em Type: Lockbox Operations

Question 1. Question 3n asks "Does the procedure require a
mat ch or conparison between the paper report and the
electronically transferred funds?"

Thi s question does not take into account that there are
States where reports can be submtted by magnetic
medi a/ conput er di skette or electronically submtted and,
therefore, no paper reports are required. Howis this
guestion to be answered in States that are becom ng

paper| ess? Does the use of nedia other than paper put the
State at "risk"?

Answer: No. SESAs are encouraged to nmake enhancenents to
their reporting systens. As long as internal security is
built into electronic reporting, there is no finding of
"risk"™. For further details on docunentation for paperless
systens see d obal "Docunentation for Electronic

Fi |l i ng/ Paperl ess Systens"( first section of the March 1995

QA) .
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Tax Function: CASHI ERI NG
Probl em Type: Acceptance Sanpling

Question 6. A Quality Appraisal review has never been
conpleted in this State. Wen inquiring about howto
extract a sanple for RQC, part of the instruction was to
"estimate the nunber of receipts expected for the quarter”.
No instructions were given on howto estimate the receipts.
How shoul d this be done?

Answer: Instructions for the Cashiering Section of the RQC
Handbook are being rewitten and will be pilot tested this
sumer. The proposed instructions in the revised section
will state: "estinmate the nunber of receipts expected for
the quarter”. This estimation will be cal cul ated by taking
t he nunber of receipts fromthe second quarter of the prior
cal endar year and addi ng the percentage of growh
experienced by the SESA during the remaining quarters of the
year. This calculation will result in the "estinmated nunber
of receipts” for the review quarter. After the pilot test,
further changes may be nade.
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Tax Function: Report Delinquency
Probl em Type: Conputed Measures

Question 14. RQC is using a different tinme period for the
nunmer ator than we are using for the denom nator for the
Report Del i nquency neasures #1 and #4 (Tinely Enployers).
s this correct?

Timely Enpl oyers: (Measure #1)-Contributory Enpl oyers:

The Average nunber of contributory enployers filing reports
timely for four (581) report quarters

The average nunber of active contributory enployers for four
(581) report quarters ending one quarter earlier

Ti mely Enpl oyers: ((Measure #4)-Rei nbursing Enpl oyers:

Sanme as above fornula using reinbursing instead of
contributory enpl oyers

Answer: Yes. For exanple, the nunber of enployers filing
timely for ETA 581 reports ending with the January - March
quarter (ltens # 6 and # 9) are used in the nunerator.

These are counts of contribution reports submtted tinely by
enpl oyers (the quarters preceding the ETA 581 quarter). The
nunber of active enployers (ltens # 1 and # 2) used in the
denom nator will be taken fromthe U data base using the
ETA 581 reports for four quarters ending with the October -
Decenber quarter.

The logic is that enployers active at the end of the fourth
gquarter (reported on the Cctober-Decenber ETA 581) will be
sent reports which are received in the first quarter wherein
we can determne if they are received tinely and counted on
the January - March ETA 581). However we average four
quarters.
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Tax Function : Report Delinquency
Probl em Type: Acceptance Sanpling

Question 5. Instructions say to create universe as soon as
t he del i nquency date has passed, and to select the sanple
after processing cycle is conpleted. W assunme this timng
istoallowall actions States will take to be conpleted
before cases for review are sel ected and eval uat ed.

One State tried to do its review this way and got an
unusabl e sanple. Their system produces a conputer screen
which is a facsiml|e of what enpl oyer receives and that is
what the RQC reviewer needs to review in order to conplete
the A/'S. However, that screen facsimle is overwitten by
any subsequent activity and the RQC revi ewer has been told
there is no way the screen can be saved.

The RQC reviewer has requested perm ssion to have DP go
ahead and select a sanple at the sane tine as the universe
is created so that the facsimle screens can be printed out
and saved. He would then put the 60 cases aside (under | ock
and key if necessary) and wait to conplete review. No one
in an operational capacity would know whi ch cases were

sel ect ed.

Answer :

The above scenario would all ow potential for manipul ation.

A better solution would be for DP to make a backup file
(tape, disk, etc) of the computer run of the delinquencies,
that would be the universe. Then the file to select the
sanpl e can be used to recreate the screens needed by the RQC
revi ewer.

Many States are goi ng paperless and use their screens for
online history. This is going to be a potential problemfor
many of themas they wll have no paper copy of the actual
mailing to the enployer and will have to rely on the
conput er backup file/run. The timng allows the States to
conplete their R/ D procedures before cases for review are
sel ected and eval uat ed.
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Tax Function: Collections
Probl em Type: O her

Question 2. Consider naking the RQC Revi ewer responsible
for looking at only the last two years rather than three
years in the Collection Acceptance Sanple cases . These
cases are very tinme consunming, and if DOL is going to ask
that ARs over 24 nonths old not be reported on the 581, why
not nmake the A/S case go back only 24 nont hs?

Answer: We will consider this suggestion along with other

f eedback before the final RQC Handbook is issued. However,
such a change will not be nade at this tine.
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Tax Function: Field Audit
Probl em Type: Acceptance Sanpling

Question 31. What about field audit cases in the universe
that were originally blocked clainms or report delinquency
assignnments that were audited but fail to actually neet the
ESM requirenents for being counted as an audit? How w ||
these cases fail? W cannot throw out the entire universe
if afield audit does not really neet the ESM requirenents,
and if all the docunentation is acceptable, how w |l the
audit fail? There really is no question that addresses
whet her the audit neets the ESMrequirenents. Perhaps we
shoul d have an openi ng question regarding each Field Audit
Case: Does this FA case neet the ESMrequirenent? |f no,
it fails - no need to go for the points.

Answer: For a case to be included in the field audit

uni verse for acceptance sanpling it nust neet ESM

requi renents of the definition of an audit. ESM Secti ons
3671, 3675 and 3687 identify the definition, scope and
contents that are required for an assignnent to be
considered an audit, and included in the universe for
acceptance sanpling. The assignnent may be initiated as an
audit or converted to an audit pursuant to ESM gui del i nes.

Assignnents found in the field audit universe that do not
nmeet the ESM definition of an audit should be failed. The
rationale is the assignnment was coded by the SESA as an
audit and would therefore be found in the required report
information (i.e., ETA 581 etc.) and alters the true count
and dollar figures, for the report period(s).

A variation of this question will be added to the Field
Audit Accept ance Sanpl e:

Question: "Was this assignnent correctly identified as an
audit in conformty with ETA audit policy as defined in the
ESM?"

Yes No
A "No" answer will fail the entire case, and the rest of the
questions in the Acceptance Sanple woul d not be answered.
I f such a case was selected for review and did not neet the
requi renent as an audit, then this would be a failure of one
case and could not be replaced with another case.
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Tax Function: Field Audit
Probl em Type: Acceptance Sanpling (Continued)

Question 32:

(a) In the course of an audit assignnment, an auditor

di scovered that the enployer maintained no records because
they were now "l easing"” all workers, including corporate
officers, froman "Enpl oyee Leasing Firnm'. Wuld the audit
pass review by RQC when the auditor exam ned no records?

(b) The auditor is conducting an audit and finds that the
enpl oyer has, after a period of tine in the year being
audited, started "leasing"” all workers, including officers,
froman "Enpl oyee Leasing Firm', and is no | onger

mai ntai ning records. Thus the auditor can only submt an
audit on the quarters for which he/she had the records.
WIl this audit pass a RQC revi ew?

Answer :
(a) The assignnent woul d not be considered an audit under
EMS field audit policy and would thus fail the newy added

question noted in question 31. It should not have passed
review as an audit and shoul d never have been included in
the field audit universe. It would be a Fail and the RQC

reviewer need not answer the rest of the Acceptance Sanpl e
questi ons.

(b) Yes, if the audit of the avail able quarter(s) was
conplete and the tests for payroll accuracy and

m scl assified workers were conducted on the records
avai l able, then the audit would pass. The auditor would
have to docunent why the records were not naintained and
avai l abl e on the other quarter(s) of the year under audit.

Question 33. How nuch docunentation is enough? Are field
auditors expected to | ook at every record that the State
requi res enployers to mintain?

Answer: The audit should include sufficient information to:
(1) adequately respond to the nine itens required in the ESM
Part V, Section 3687; (2) indicate the source of the
information used to respond to the itens; (3) state the
auditor's conclusions and; (4) provide evidence to support
the auditor's concl usion.

RQC est abl i shed m ni num standards for docunentation
requirenents. Field Audit Chapter VII pages 45 through 49
identifies these requirenments for both questions 4 and 5.
The information found in each of the tests for questions 4
and 5 builds and supports the reliability and credibility of
the audit findings. It is therefore, necessary to docunent
t he evidence that supports the findings and concl usi ons
identified in the audit. The SESA audit procedure should be
t he benchmark on docunentation requirenents.
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Tax Function: Field Audit
Probl em Type: Acceptance Sanpling (Continued)

Question 34. Audits are extended because di screpancies are
detected during the audit. Since it is apparent that

probl ens exist, it would be redundant to conduct all the RQC
payroll tests on the quarters included in the extension.

WIIl States have to conplete all the RQC tests on the
quarters the audit was extended to cover?

Answer: No, unless the auditor suspects inaccuracies in the
payrol |l systemduring the period the audit is extended to
cover, there is no need to repeat the payroll accuracy tests
that were conducted to cover quarters in the original scope
of the audit. However the search for msclassified workers
and hi dden wages nust be conducted on all quarters covered
by an audit, including the quarters that the audit was
extended to cover. |If wages or tax are adjusted on quarters
for which no search for m sclassified workers or hidden
wages i s conducted, the quarters are not to be counted as
quarters audited and the adjustments for those quarters are
not to be included in the audit under-reported or over-
reported figures.

QUESTION 35. Are the audits that are done during 1995, going
to be subject to the quality test effective in CY 1996? 1In
ot her words, should the RQC guidelines be used starting in
January 1995 because they'd be in the acceptance sanple
universe that is pulled in 1996.

Answer : Ef fective January 1996, the Field Audit Acceptance
Sanpl e universe will officially begin to be built. 1In 1997,
sanpl es of these audits will be exam ned by the RQC
reviewer. However a |large proportion of States are
review ng their 1994 and 1995 audits under RQC gui del i nes
now so that adjustnents and i nprovenents can be in place
wel | before mandatory review in 1997. Not e al so that
audits selected late in 1995 may be conpleted in 1996, thus
placing themin the 1996 sanple universe and subject to
"official" RQC review.
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Tax Function: Field Audit
Probl em Type: O her

Question 6. In cases where enployers submt "no wage"
reports for 8 quarters and are ultimately inactivated, the
accounts are no longer part of the universe fromwhich field
audits are drawn. Wiat vehicle is the SESA to use in
determning if the enployer incorrectly decided the

enpl oyees were independent contractors or if the enpl oyer
really has no enpl oyees?

Answer: The individual SESA selects the vehicle they use to
i nvestigate accounts to determine if the enployer has
correctly or incorrectly decided they have no enpl oyees.

The SESA does not have to wait for 8 quarters of "no wage"
reports to be filed before the account is referred for such
investigation. Also the SESAs set the paraneters for the
field audit selection process and these accounts coul d be

i ncluded in the universe.
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Tax Function d obal (Account Mintenance)
Probl em Type: Acceptance Sanpling

Question 1. Account Maintenance Acceptance Sanpl e
instructions state that the contribution reports nust be
pull ed and conpared with the information on the State's
conputer system How should the review be conducted in
States that do not require paper reports, but rather receive
the enpl oyers' information via magnetic nedi a/di skette or

el ectronically?

Answer: The State needs to get as close to the original
information as reported by the enployer as is feasible and
any intervening processing of the informati on may obscure
the original data.

An imaged copy is an actual copy so these may be used. Use
of other conputerized records nust be dealt with on a State-
by-State basis. Please contact your regional representative
if you are interested in using conputer records in |lieu of
copi es of the actual reports.

Note: In general, 1) the conmputerized records nust
accurately reflect what was actually shown on the report
form 2) the figures nust actually be recorded on the data
base (as opposed to being cal culated fromother figures on
the data base); 3) the fields nust have edits to prevent any
overwite or any other nethod of changing those fields, and
4) Regional Ofice approval nust be secured.

Answer: See also d obal answer "Docunentation for
El ectronic Filing/ Paperless Systens”, March 1995.
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