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1. Purpose.  To provide information on the definition and implementation of the UI Performs 
Core Measure for UI Integrity.   
 
2. References.  Improper Payments Information Act of 2002 (31 U.S.C. 3321 note); Improper 
Payments Elimination and Recovery Act of 2010 (31 U.S.C. 3321 note); Executive Order (E.O.) 
13520, 74 Fed. Reg. 62,201 (November 20, 2009); Unemployment Insurance Program Letter 
(UIPL) No. 17-11; Employment and Training (ET) Handbook No. 395, 5th Edition, Benefit 
Accuracy Measurement (BAM) State Operations Handbook; U.S. Department of Labor 
(Department) Fiscal Year (FY) 2010 Agency Financial Report (AFR) (November 15, 2010), 
http://www.dol.gov/_sec/media/reports/annual2010/2010annualreport.pdf,  
 
3. Background.  UIPL No. 17-11 described and solicited comments on a proposed UI Performs 
Core Measure for UI Integrity.  The performance measure is one of the strategies of the Integrity 
Strategic Plan developed by the Department, which includes several other initiatives to address 
the root causes of UI improper payments.  The Department is required by the Improper Payments 
Information Act of 2002 (IPIA) to estimate and report the annual rates and amounts of improper 
payments in the UI program.  The Improper Payments Elimination and Recovery Act of 2010 
(IPERA), which amended the IPIA, established several criteria that Federal agencies must meet 
in order to be in compliance with the law, including the requirement that the agency must have 
an improper payment rate of less than 10 percent for each program for which an improper 
payment estimate was obtained and published in the agency’s AFR.  For the 2010 IPIA reporting 
period (July 1, 2009 to June 30, 2010), the Department reported an improper payment rate of 
11.2 percent (10.6 percent overpayment rate and 0.6 percent underpayment rate) in its FY 2010 
AFR, page 179.   In response, the Department developed an Integrity Strategic Plan to bring the 
UI program into compliance with IPERA.   
 

http://www.dol.gov/_sec/media/reports/annual2010/2010annualreport.pdf
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The Integrity Strategic Plan also addresses the requirement of E.O. 13520, “Reducing Improper 
Payments,” which directs Federal agencies “to reduce improper payments by intensifying efforts 
to eliminate payment error, waste, fraud, and abuse in the major programs administered by the 
Federal Government, while continuing to ensure that Federal programs serve and provide access 
to their intended beneficiaries.”   
 
The new performance measure addresses the leading cause of UI improper payments -- claimants 
who return to work, fail to report earnings, and who continue to claim and collect UI benefits.  In 
calendar year (CY) 2010, these benefit year earnings (BYE) overpayments totaled nearly $2 
billion, which represented 3.4 percent of total UI benefits paid and nearly 30 percent of all 
overpayments. 
 
4. Comments Submitted and Department Responses. 
 
Fourteen states submitted comments in response to UIPL No. 17-11, which proposed reducing 
the UI BYE fraud overpayment rate from the CY 2008 to CY 2010 baseline level by 35 percent 
at the end of the first year of implementation and by 50 percent by the end of the second year of 
implementation.  Three states requested clarification of definitions or the methodology used to 
compute the BYE fraud rates.  Most states generally supported the concept of a UI integrity 
performance measure.  However, several states raised issues concerning the proposed definition 
and implementation of the proposed measure.  The Department has carefully considered these 
comments and has revised the UI integrity performance measure as indicated below. 
 
Performance Measure Defined in Terms of BYE Fraud or Five or More Weeks of Overpayments. 
 
Five states expressed concern about how fraud would be defined or felt that the measure should 
not be limited to BYE fraud or BYE overpayments of five weeks or more.  These states 
generally pointed out that the definition of fraud varies among states and, consequently, the 
measure may reflect definitional differences rather than performance.  Also, if a state changes its 
fraud definition to meet the reduction target, the definition in the measurement period will differ 
from the baseline period.  In addition, some states emphasized the importance of reducing all 
overpayments, not just fraud or overpayments of five weeks or more (see Attachment B of UIPL 
No. 17-11 for a technical discussion of defining the proposed performance measure in terms of 
fraud versus the number of weeks that were overpaid), and urged the definition of the measure be 
broadened to include all BYE overpayments. 
 
Department Response: 
 
There is merit in many of the state comments with respect to interstate differences in the 
definition of fraud and the need to ensure the Department is measuring state performance on a 
level playing field.  There is a legitimate concern that a measure limited to fraud overpayments 
could have the unintended consequence of encouraging states to relax their definitions of fraud 
in order to artificially reduce their fraud rates, while total BYE errors are not reduced.   
 
In addition, the Department’s further analysis of BYE overpayments indicates a more complex 
relationship between the number of overpaid weeks established and type of overpayment (fraud / 
nonfraud), which is discussed in Attachment A.  
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The integrity performance measure will be defined to include both fraud and nonfraud 
BYE overpayments, regardless of the number of weeks of benefits that were overpaid. 
 
Reduction Targets 
 
Eight states felt that the proposed reductions in the BYE fraud rates of 35 percent in the first year 
of implementation and 50 percent in the second year were too ambitious.  Four of these states 
requested that implementation be stretched out to three years with alternative reduction targets. 
 
Department Response: 
 
The Department recognizes that the proposed reduction targets of 35 percent in the first year of 
implementation and 50 percent by the end of the second year are very aggressive.  However, the 
magnitude of UI improper payments and the need to reduce these overpayments expeditiously 
requires ambitious targets within the proposed two-year period.  Extending the reduction period 
to three years would adversely affect the ability of the Department to meet the 10 percent 
improper payment rate criterion in IPERA.  Nevertheless, the Department recognizes the many 
demands on state agencies with respect to administering the UI program in a way that balances 
integrity with performance.  Consequently, the Department has relaxed the first year 
reduction target to 30 percent. 
 
Low Error Rate States 
 
Six states felt that applying the same percentage reduction to all states unfairly penalizes states 
with current low rates.  These states pointed out that it would be very difficult for states with low 
baseline rates to reduce their rates further.  States that have already taken steps to reduce fraud 
would be penalized, while states with high error rates that have taken few actions will be able to 
achieve large initial reductions by adopting some basic measures, including redefining fraud to 
include fewer overpayments. 
 
Department Response: 
 
The Department agrees that applying a single percentage reduction standard may penalize states 
that have already implemented integrity measures to reduce their BYE error rates.  Because 
Benefit Accuracy Measurement (BAM) is a statistical survey, results are subject to both 
sampling and nonsampling error (variation).  As noted in UIPL No. 17-11, because this measure 
initially would be based on sample data, the Department will follow appropriate statistical 
procedures to take into account sampling error in determining whether a state meets its 
Acceptable Level of Performance (ALP).  Consequently, it may be difficult to detect statistically 
significant changes in states with low baseline BYE rates.   
 
To address the issue of low baseline error rates, a state will meet the ALP if:  1) its total 
BYE overpayment rate decreases during the performance period by the percentage 
decrease specified for the period, or 2) its BYE overpayment rate decreases during the 
performance period and the rate is below the national BYE overpayment rate by the target 
percentage decrease. 
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For example, for the CY 2008 through CY 2010 baseline period, the national BYE rate was 2.92 
percent.  A 30 percent reduction for the first performance year would reduce the national BYE 
rate to 2.04 percent.  The following table summarizes several scenarios using these performance 
criteria. 
 

 Performance Criteria  
State State 

BYE 
Baseline 

Rate 

State BYE 
30% 

Reduction 
Target 

State BYE 
Rate for 

Performance 
Period 

State BYE 
Rate 

Decreased? 

State Met 
Reduction 

Target? 

State BYE 
Rate <= 

U.S. BYE 
Reduction 

Target 
(2.04%)? 

Status 

A 6.5% 4.55% 4.95% Y N N Fail 
B 5.2% 3.64% 5.34% N N N Fail 
C 3.5% 2.45% 2.12% Y Y N Pass 
D 1.9% 1.33% 1.39% Y N Y Pass 
E 1.3% 0.91% 1.48% N N Y Fail 

 
Following each performance period, a new baseline BYE rate will be computed based on the 
three most recent years, and a new national threshold will be announced in a UIPL based on the 
target reduction for the subsequent performance period. 
 
Other Comments 
 
Several states commented on other aspects of the proposed performance measure, including:   
 

 A concern about the adequacy of the sample sizes in the BAM survey to provide accurate 
statistics on state performance. 
 
Department Response:  BAM is a methodologically sound statistical survey.  The 
Department will compute the sampling error of each state’s BYE overpayment rate for 
the reporting period and conduct the appropriate statistical tests to account for sampling 
variance in evaluating state performance.  

 
 A recommendation to use Benefit Payment Control (BPC) data to define a measure in 

terms of reducing overpayments established that are classified as BYE fraud or reducing 
the duration of fraud overpayments.   
 
Department Response:  BPC data collection cannot currently support the evaluation of 
performance for this measure.  State agencies report BPC data to the Department on the 
Employment and Training Administration 227 Overpayment Detection and Recovery 
Activities Report.  This report does not provide the level of detail required to classify 
overpayments by cause (BYE) or by the number of weeks that were overpaid.  The 
Department will seek authority under the Paperwork Reduction Act to implement the 
collection of more detailed population integrity data. 

 
 A recommendation to postpone implementation of the measure until a more accurate data 

collection can be implemented. 
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Department Response:  The current improper payment rate exceeds the statutory 
requirement of IPERA.  The Department is required to proceed expeditiously to 
implement strategies to reduce improper payments. 

 
 A statement of the need for additional consultations with the state workforce agencies to 

discuss the proposed definition of the performance measure and state best practices. 
 

Department Response:  The Department is committed to maintaining close 
communication and consultation with the state workforce agencies to implement this 
performance measure through webinars, workgroups, and other collaborative efforts.  
The Department will provide states the opportunity to share best practices through the UI 
Communities of Practice (CoP) Website: http://uiworks.workforce3one.org. 
  

 A request that the Department conduct a cost/benefit study of the state burden to meet the 
proposed ALP and an analysis of the impact of the measure on claimants and the public.   
 
Department Response:  Such studies would require a significant commitment of time and 
resources that cannot be supported given the need, as expressed by Congress and the 
President as explained above, to move expeditiously to address integrity issues.  

 
 A request for the Department to work with state agencies and employers to improve the 

reporting of wage record information. 
 

Department Response:  The Department will continue to work with state agencies and 
employers to facilitate the timely and accurate reporting of all claimant information, 
including wage record and new hire data. 

 
 A recommendation that the measure include additional causes of improper payments 

other than BYE overpayments. 
 

Department Response:  While the Department supports state efforts to address all root 
causes of improper payments, the Department believes there is a particular need to focus 
state efforts on reducing BYE overpayments because it is the single leading cause of 
improper payments. 
 

 A concern that states could confront potential resource and programming issues when a 
data collection system for the number of weeks and amounts of overpayments established 
is implemented.  
 
Department Response:  As part of the authorization process for new data collection, the 
Department is required under the Paperwork Reduction Act to justify any additional cost 
and reporting burden and will design data collection requirements that minimize 
development costs. 
 

 A recommendation that state overpayment recovery efforts be taken into account in any 
measure. 
 

http://uiworks.workforce3one.org/
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Department Response:  The Department is required by IPERA to develop improper 
payment recovery targets.  As part of this development process, the Department will 
evaluate the need for a measure of overpayment recovery performance. 

 
 
5. Performance Standard. 
 
After careful consideration of the comments received in response to UIPL No. 17-11, the 
Department has established the following UI Performs Core Measure for UI Integrity. 
 
Acceptable Level of Performance (ALP):  Reduce the percentage of UI benefits overpaid due 
to BYE from the baseline level by 30 percent at the end of the first year of implementation and 
by 50 percent by the end of the second year of implementation.  As described in section 4 of this 
UIPL, a state will meet the ALP if:  1) its BYE overpayment rate decreases during the 
performance period by the percentage decrease specified for the period, or 2) its BYE 
overpayment rate decreases during the performance period and the rate is below the national 
BYE overpayment rate by the target percentage decrease.   
 
Performance will be measured by the state’s BYE overpayment rate, estimated by the BAM 
survey, rather than the amount overpaid, to control for year-to-year changes in benefit outlays.  
A table of ALP targets by state is provided in Attachment B. 
 
Benchmark Period:  The benchmark period for the state’s average BYE rate is the previous 
three calendar years.  This will result in more accurate estimates than using a single year due to 
the larger samples and will smooth out year-to-year variances due to macroeconomic factors.  A 
table of BYE rates by state for the CY 2008 through CY 2010 baseline period is provided in 
Attachment B. 
 
Calculation:  The measure will be calculated from BAM data using the following data elements:  
 

 Dollar Amount of Key Week Error:  BAM data element ei1 - defines the overpayment 
amount for the key (sampled) week of benefits. 

 Key Week Action:  BAM data element ei2 - 10 (fraud), 11 (nonfraud recoverable), 12 
(nonfraud nonrecoverable), 13 (overpayment – finality), 15 (overpayment – other than 
finality). 

 Error Cause:  BAM data element ei3 - 100-119 and 150-159 - defines BYE 
overpayments. 

 Original Amount Paid:  BAM data element f13 - defines amount paid to claimant in key 
week. 

 
The rate is the ratio (expressed as a percentage) of the estimated amount of UI benefits that were 
overpaid due to BYE issues to the total amount of UI benefits paid.  Both the numerator and the 
denominator are weighted (by the number of paid UI weeks in the BAM survey population) 
estimates. 
 
Amount overpaid due to BYE  
———————————————— X 100 
Amount of UI benefits paid   
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Performance Period:  In order to include the state results for this measure in the State Quality 
Service Plan (SQSP), the performance period will be based on BAM data for the CY.  As 
explained in the BAM State Operations Handbook (ET Handbook 395, 5th edition), 98 percent 
of BAM cases must be completed within 120 days after the end of the CY (April 30, or April 29 
in leap years).  The first measurement period will be CY 2012. 
 
Sampling Error:  Because this measure is based on sample data, the sampling error of the 
state’s estimated BYE overpayment rate will be taken into account in determining whether a 
state meets the ALP.   
 
Failure to Meet the ALP:  States failing to meet the ALP will develop a Corrective Action Plan 
as part of the SQSP.  Performance for CY 2012 will be addressed in the FY 2014 SQSP. 
 
Future ALPs:  As states reduce their BYE overpayment rates, percentage reductions for 
performance periods after CY 2013 will be adjusted to reflect ALPs that are cost effective for 
state agencies to achieve.  
 
Initially, this measure will be defined in terms of the percentage of BYE overpayments estimated 
by the BAM survey.  However, the Department plans to request authorization from the Office of 
Management and Budget under the Paperwork Reduction Act to collect enumerative data of UI 
overpayments established by state BPC activities, which will support evaluating performance for 
BYE overpayments by type (fraud/nonfraud) and/or the number of weeks that were overpaid. 
 
Data Collection Costs:  Because the performance measure will initially use data collected 
through the BAM survey, there are no data collection start-up costs for this performance 
measure. 
  
6. Action Requested.  State Administrators are requested to provide the information in this 
advisory to the appropriate staff. 
 
7. Inquiries.  All inquiries should be directed to the appropriate Employment and Training 
Administration Regional Office. 
 
8. Attachments.   
 
Attachment A –Additional Analysis of Benefit Year Earnings (BYE) Weeks Overpaid 
Attachment B – State Benefit Year Earnings Rates and Acceptable Levels of Performance 
Baseline Period CY 2008 to 2010




