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Introduction
Per the U.S. Department of Labor (DOL), “The Work Opportunity Tax Credit (WOTC) is a

federal tax credit available to employers who invest in American job seekers who have
consistently faced barriers to employment.”" The program is designed to provide an incentive for
businesses to hire unemployed veterans, disabled veterans and other individuals with
documented barriers defined by the program.

WOTC is a DOL program administered by each state’s workforce agency (SWA).
Procedural guidance is provided to SWAs through the Employment and Training Administration
(ETA) Handbook No. 408 (DOL, 2002), Addendum to the Handbook (DOL, 2009), and the Training
and Employment Guidance Letter (TEGL) 16-20, Change 1 (DOL, 2023). TEGL 16-20, Change 1,
and the materials and forms outlined, supersede previous guidance.

DOL requires employers to submit a certification request for each new hire that identifies
with one or more of the WOTC program target groups within 28 days of their start date to the
authorized SWA in the state where their business is located. Employers must receive a
certification from their state’s authorized agency prior to taking the Work Opportunity Tax Credit.
The S.C. Department of Employment and Workforce (DEW), Work Opportunity Tax Credit
Department, is the designated administering agency for South Carolina.

Program authorization is determined by Congress after each expired term. Congress has
the authority to reauthorize or expire the WOTC program. The Internal Revenue Service (IRS)

notes, “The Consolidated Appropriations Act, 2021 (Section 113 of Division EE P.L. 116-260)

T https://www.dol.gov/agencies/eta/wotc
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authorized the extension of the WOTC until December 31, 2025.”2 The WOTC program has
traditionally enjoyed bi-partisan support due to its economic advantages for businesses across
the country. Itis extremely important to maintain the program’s data integrity so that it does not

cause controversy and disrupt its congressional reauthorization.

Problem Statement

Data integrity is an integral part of administering the WOTC program. Both DOL and the IRS
require that SWAs take great measures to ensure the program’s data integrity. The WOTC
Department must remain within a 5% or less error rate when determining WOTC certification
requests for employers. This error rate includes determinations that are the result of an
automated process. Per the DOL TEGL 16-20, Change 1, Determinations, page 14, if a WOTC
certification is issued to an employer in error, it must be revoked and notifications provided to the
employer, or their consultant, and the IRS Small Business and Self-Employed (SB/SE) Campus
Compliance Services Division. To uphold data integrity, the DEW WOTC Department developed a
Weekly Data Audit Report that is generated through the WOTC online portal, which serves as a
database for the DEW agency. This report effectively identifies data entry errors made by
employers or their consultants, thereby aiding in the maintenance of accuracy and compliance.

A complete WOTC certification request consists of the IRS Form 8850, Prescreen
Notification (8850), and ETA Form 9061, WOTC Individual Characteristics (9061). WOTC clients
such as employers, consultants, partnering agencies, and other state SWAs may submit their

WOTC certification requests in one of three ways. Manual data entry directly into the WOTC

2 https://www.irs.gov/businesses/small-businesses-self-employed/work-opportunity-tax-credit
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online portal is available to all participating WOTC clients. Bulk batch upload is only available to
the consultants for the purpose of entering multiple high-volume employers. Certification
requests may also be mailed to the DEW WOTC Department for staff to enter on behalf of the
sender.

The WOTC online portal does have the capability to block certification requests from being
entered or uploaded into the WOTC online portal for various reasons, including certain data entry
errors. Those errors would be limited to data that is either not identifiable in the WOTC database
or dates that identify untimely certification requests. The submission timeliness requirement for a
WOTC certification request is 28 days from the new hire’s employment start date, not the hire
date. Those dates may differ given that some employers make an offer and hire employees prior to
their first day of employment. The WOTC online portal blocks certification requests based on an
automated calculation of the 28-day DOL timeliness requirement. Also, if an employer,
consultant, or SWA does not have a verified registered account within the WOTC online portal,
they would not be permitted to enter certification requests into the WOTC online portal. This
prevents erroneous or fake entries into the WOTC online portal. The WOTC online portal will also
block data entry errors such as an incorrectly entered Federal Employer Identification Number
(FEIN) of a registered employer.

The WOTC Department does not have a full-proof proactive way to prevent all data entry
errors from being entered into the WOTC online portal given that thousands of individuals
contribute to the data entry. As stated earlier, employers, consultants, and other SWAs have
access to enter data. One more source of data entry is the new hires themselves. Employer

consultants often integrate both the 8850 and 9061 into their electronic application or orientation

SOUTH CAROLINA DEPARTMENT OF
3 <=+ Employment Workforce

nnnnnnnnnnnnnnnnnnnnnn




process so that new hires may directly enter the necessary information into their proprietary
database for the WOTC certification process. That data is then directly submitted through the bulk
batch upload submission process into the DEW WOTC online portal by the consultant. The WOTC
Department relies on technology and staff visual inspection of the provided data before finalizing
WOTC certification request determinations.

In 2010, the DEW WOTC Department began developing updated Memorandum of
Understandings (MOU) to include data exchanges with partnering agencies in an effort maximize
automation for the WOTC program. The updated MOU partnership with the SC Department of
Social Services (DSS) provided data sharing and the ability to perform verification of the data
received from employers, or their consultants, seeking certification for three of the DSS related
WOTC target groups that are automated. According to the WOTC Certifications by Recipient
Group, State and National Details for Fiscal Year (FY) 2023 (DOL, FY 2023), the Supplemental
Nutritional Assistance Program (SNAP), Temporary Assistance to Needy Families (TANF), and
Long-Term Family Assistance Recipient IV-A (Long-Term TANF) made up more than 20% of the
total workload.

The WOTC Department began a weekly data exchange with DSS to verify each individual
new hire’s Social Security Number (SSN), first name, last name, street address, and date of birth
which identified one of these DSS related WOTC target groups on the WOTC certification request.
Through this effort, the WOTC online portal programmers were able to produce a Weekly Data
Audit Report indicating the possibility of one or more data errors. This Weekly Data Audit Report is
manually reviewed by one WOTC Program Assistant each week. Defining and resolving each error

would expend one to three days of the WOTC Program Assistant’s productivity time, limiting time
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spent on determination activity. In addition to the WOTC Department taking great measure to
verify data integrity, staff must also spend as much time as possible making accurate
determinations.

As defined in the TEGL 08-24, Allotment Formula, page 2, (DOL, 2024) and demonstrated
below in Figure 1.1, the WOTC Department’s funding allotment is based on a specific formula that
is 80% weighted towards activity performing WOTC certification request determinations (i.e.,
certifications and denials). The FY 2025 funding allotment is determined by calculating each
state’s relative share of FY 2024 funding, which was based on an old formula. Per TEGL 06-23,
Change 2 (DOL, 2024), Congress allocated a total of $18,449,000 to the 50 states, District of
Columbia, and the Virgin Islands during FY 2024.

How this project will affect the WOTC Department’s funding cannot be determined at this
time. There are other variants to consider such as the performance of all the 50 participating
states and two US territories. However, the potential to increase funding through increasing

determination activity as a result is worth mentioning.

40 percent based on each state’s 40 percent based on each state’s 20 percent based on each state’s
relative share of certifications relative share of denials issued for relative share of civilian labor force

issued for the most recently the most recently completed fiscal averages for the most recently
completed fiscal year’s available year’s available data (October 1-— completed fiscal year’s available
data (October 1 — September 30). September 30). data (October 1 — September 30).

Figure 1.1 —Work Opportunity Tax Credit Funding Allotment Formula
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Data Collection

Each week, the newly submitted WOTC certification requests indicating one or more of
the related DSS target groups, SNAP, TANF, or Long-Term TANF are cross referenced with the DSS
Office of Information Systems, Children’s Health Insurance Program (CHIP) database. The Weekly
Data Audit Report is generated reflecting data mismatches indicating one or more possible data
entry errors. The report is saved to the WOTC server and retained for a minimum of two years.
Twelve months (52 weeks) of the Weekly Data Audit Reports were reviewed for possible data
analysis.

It was determined that the data generated on the Weekly Data Audit Reports beginning
July 1, 2023, to June 30, 2024, would provide sufficient ebb and flow of seasonal hiring data for
the analysis task. In the interest of time, it was further determined that a sufficient sample of data
could be developed by counting and categorizing the errors from the first week of each month
within that time period. However, due to an agency system glitch, WOTC automated processes
did not occur beginning the second week of May 2024 through the third week of June 2024. The
Weekly Data Audit Report was not available for a total of five weeks. Since the first week of June
2024 was not available, it could not be factored into the data analysis. The first week of 11
months were reviewed from July 2023 through May 2024.

To determine if the project was successful, a final data comparison was analyzed in
December 2024. The data generated on the Weekly Data Audit Report for the entire month of

January 2025 was reviewed week-by-week.
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Data Analysis

The mismatched data errors were divided into the following categories: first name, last
name, name reversal, SSN indicating a different person, date of birth, multiple errors, and out-of-
state responses requiring review and release. Additional error categories were generated when
information was omitted from the applicant’s address or contained erroneous information such
as none, homeless, or the consultant’s FEIN, etc. Other issues not necessarily indicating errors
were categorized such as “no place for system generated notes” and out-of-state responses

requiring review and release to other states from the DEW WOTC Department.

First Name Category

The first name category shows up on the Weekly Data Audit Report when the first three
letters of the first name provided on the WOTC certification request are different than what is
reflected in the DSS data. First name mismatches are sometimes determined to be the
applicant’s middle name or a variation of the first name (e.g., Charles/Chuck, Jack/John,
Derrick/Ricky, Agnes/Inez, Belinda/Linda, Estelle/Stella,). It is occasionally determined that a
sibling has used the incorrect SSN in error. Demonstrated in Appendix I, this error category
occurred an average of 236 times in the eleven-month data set. It was determined as necessary
to remain on the Weekly Data Audit Report for possible manual correction by the WOTC Program

Assistant.

Last Name Category

The last name category would occasionally show up on the Weekly Data Audit Report
when the first three letters of the last name provided on the WOTC certification request did not

match the DSS data. This was not a common error that appeared on the report if the remaining
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personally identifiable information (Pll) data points matched (e.g., first name, date of birth, and
SSN). Demonstrated in Appendix |, this error category occurred an average of 11 times in the
eleven-month data set. Due to legal marriage and name changes, this error category was
determined as unnecessary to remain on the Weekly Data Audit Report, as manual corrections

were not performed by the WOTC Program Assistant. No further automation is required.

Name Reversal Category

The name reversal category is found on each Weekly Data Audit Report. This occurs when
the first and last names are in reverse order when comparing the full name provided on the WOTC
certification request to the DSS data. This error appears on the report each week, but notin a high
volume. Demonstrated in Appendix |, this error category occurred an average of 57 times in the
eleven-month data set. This error category was determined as not necessary to remain on the
Weekly Data Audit Report because name reversal corrections are not necessary. No further

automation is required.

SSN Category
The SSN category is found on each Weekly Data Audit Report. This occurs when the first

and last names provided on the WOTC certification request do not match the DSS data, and a
name reversal is not detected. Demonstrated in Appendix |, this error category occurred an
average of 61 times in the eleven-month data set. This error category was removed from the

Weekly Data Audit Report after being programmed for automated denial.

Date of Birth Category

The date of birth category is found on each Weekly Data Audit Report. This occurs when
the combined month, day, and year provided on the WOTC certification request does not match
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the DSS data. Demonstrated in Appendix |, this error category occurred an average of 294 times
in the eleven-month data set. This error category was determined for automated denial and
removal from the Weekly Data Audit Report for WOTC certification requests containing only the
SNAP target group because it requires verification of the new hire’s age as part of the target group
criteria (e.g., 18-39).

Both the TANF and Long-Term TANF WOTC target groups do not require age verification. If
all three DSS related WOTC target groups are included on an application and the date of birth
does not match, only the SNAP target group is denied. The TANF and Long-Term TANF remain
pending for automated or manual determination. The WOTC certification requests with a date of
birth error containing only TANF and Long-Term TANF were not included on the Weekly Data Audit

Report.

Multiple Error Category

The multiple error category is found on each Weekly Data Audit Report. This occurs when
a combination of errors are found when comparing the WOTC certification request to DSS data.
Demonstrated in Appendix |, this error category occurred an average of 126 times in the eleven-
month data set. This category self-resolved once all the other categories were resolved, and it is

no longer included on the Weekly Data Audit Report.

Out-of-state (OOS) Responses Requiring Review and Release Category

The OOS review and release category is found on most of the Weekly Data Audit Reports.
This occurs when another state submits a wage and benefit request to the DEW WOTC
Department, and the data on their request does not match DSS data. The DEW WOTC Program

Assistant reviews the automated determination in consideration of providing additional notes and

SOUTH CAROLINA DEPARTMENT OF
9 <=+ Employment Workforce

nnnnnnnnnnnnnnnnnnnnn




then releases the benefits and wage request so the other state may retrieve the response.
Demonstrated in Appendix |, this error category occurred an average of 54 times in the eleven-
month data set. It was determined as necessary to remain on the Weekly Data Audit Report for

possible manual review by the WOTC Program Assistant.

Address Error Category

The address error category is found on each Weekly Data Audit Report. Address errors
occur when either the house number or street has been omitted from the WOTC certification
request or the address on the WOTC certification request contains erroneous information (e.g.,
none, homeless, the consultant’s FEIN, etc.). This is not generated by comparing the WOTC
certification request data to the DSS data as the other categories. All newly submitted WOTC
certification request addresses are screened through automation. Demonstrated in Appendix |,
this address error category occurred an average of 98 times in the eleven-month data set. This
error category will remain on the Weekly Data Audit Report for a period of time. It was determined
that further monitoring and consideration was necessary before a decision to auto-deny can be

made.

No Place for System Generated Notes Category

The no place for system generated notes issue was eliminated from the WOTC Data Audit
Weekly Report after a discussion with staff and the WOTC online portal programmers in February
2024, before the data analysis project began. This issue appeared on the WOTC Data Audit
Report when repeated in-state automation generated notations filling up the staff notes section of
the respective application summary to capacity. This occurred when another state did not

respond in a timely manner to a certification request submitted to them from the DEW WOTC
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Department. Demonstrated in Appendix I, this error category occurred an average of 83 times

during the first eight months of the eleven-month data set.

Out-of-State (OOS) Responses Finalized and Ready for Release
Category

This issue category is found on each Weekly Data Audit Report. This occurs after an
automated determination is generated from interfaces with DSS and the Southeast Consortium
Unemployment Insurance Benefits Initiative (SCUBI) systems in response to another state’s wage
and benefit request submitted to the DEW WOTC Department. The WOTC online database
notifies the WOTC Program Assistant to release the OOS response to the requesting state.
Demonstrated in Appendix |, this issue category occurred an average of 158 times in the eleven-
month data set. It was determined that a review of finalized responses were not necessary. This
function was automated to release without the need for staff review. It was further determined

that it was not necessary to remain on the WOTC Data Weekly Audit Report.

Implementation Plan

To uphold the WOTC program’s data integrity and increase time spent on determination
activity, it became necessary to automate as much of the Weekly Data Audit Report as possible,
reducing the need for WOTC staff time spent for manual review and corrective action.
Consideration was given to how the system modernization would be funded and who the possible
stakeholders were. Additionally, a project timeline was established in an effort to ensure all the

stakeholders were on the same page and moving the project forward on schedule.
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Funding

The first project consideration was funding. Sufficient funding for the project was available
for technology enhancements through the U.S. Department of Labor’s Backlog and Modernization

Grant.

Stakeholders
It was determined that the WOTC Program Manager, WOTC Program Assistant, and the

WOTC online portal programmer were the key stakeholders for the project. The three
stakeholders held a series of Microsoft Teams meetings discussing the project and their role for
implementation. The WOTC Program Manager led the stakeholder meetings, pulled and reviewed
the data directly from the Weekly Data Audit Reports, and made decisions as to the direction of
the project. The WOTC Program Assistant discussed the length of time needed to work the
Weekly Data Audit Report and identified the different error and issue categories. The WOTC online
portal consultant made suggestions and program changes to meet the requirements of the

project.

Timeline

The project stakeholders met on October 9, 2024, discussed the project goals, and
established timeline beginning with a project completion date of December 31, 2024. Another
discussion occurred on November 8, 2024, due to a few necessary adjustments to preliminary
results. The project was successfully completed shortly before December 31, 2024. The Weekly
Data Audit Report’s new data set was reviewed for the month of January to compare the data and

success of the program.
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Evaluation Method

As stated in the Data Collection section, the first week of eleven-months beginning July
2023 through May 2024 were reviewed in consideration of the project. The errors and issues were
categorized, and an average of occurrences were calculated. After the project was completed,
the only comparable data available was the month of January 2025. Those weeks were averaged
and compared to the eleven-month data average. It is important to note that receipt of
certification requests each month, and the errors and issues generated on the Weekly Data Audit
Report are closely consistent. The data set will continue to be reviewed as part of the evaluation

to further reduce the manual review of the Weekly Data Audit Report.

Summary and Recommendation

As demonstrated on Appendix |, the Weekly Data Audit Report for the first week of each
month from July 2023 through May 2024 contained an average of 107 errors and issues. During
the four-week period in January 2025, the Weekly Data Audit Report contained an average of 17
errors and issues. The results indicated that the project’s effort provided a positive result. The
WOTC Program Assistant’s average time spent on the Weekly Data Audit Report went from a one
to three-day period, down to less than a half of one day. This contributed to shifting the WOTC
Program Assistant’s time being spent reviewing and performing corrective action on the Weekly
Data Audit Report over to determination activity.

As aresult of the reduction of the Weekly data Audit Report, it is recommended that
additional monitoring and adjustments are considered to further reduce or all together eliminate

the Weekly Data Audit Report while also keeping within the DOL WOTC program data integrity
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requirements. Avoiding a data comparison that includes June 2023 is recommended due to the
absence of available data, but it is further recommended that a data set from the same timeframe
of July 2024 through May 2025 is reviewed to determine if a positive increase occurs with
determination activity. In addition, it is recommended that the next few relevant funding TEGLs are

reviewed to determine if an increase in funding occurs.
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Appendix |

Weekly Audit Report - First Week/Month Comparison
ERROR TYPE 7/2/2023 8/5/2023 9/4/2023 10/1/2023 11/5/2023 12/12/2023 1/7/2024 2/4f2024 3/3/2024 4/6/2024 5/5/2024 &/3/2024
First Name 16 14 34 17 30 9 12 35 26 25 18
Last Naome 2 2 1 1 1 (8] o 3 o f ]
Full Name Reversal 10 5 3 7 3 10 7 5 4 i |
S5N-Diff Person B 4 7 B 11 1 1 5 7 5 3
Dog 23 42 19 33 39 20 16 32 25 28 17
Multiple Errors 17 12 12 11 17 g 5 14 F 11 8 Mo Data
No Place for Notes 6 10 13 1 15 31 1 0 0 0 0 Available
005 Review Release 0 2 12 7 10 0 5 7 7 2 2
0O0S Finalized Release 5 2 1 = g8 a8 12 g & 4 7
Addr Numberic Omit 3 4 7 2 16 3 3 o 3 1 1
Addr Street Omit 1 L 2 7 ] 0 o 2 0] A |
Addr Erroneous Info 5 3 7 1 3 2 2 5 3
Totals 596 101 121 105 151 187 63 111 a3 28 62 o
Weekly Audit Report - lanuary 2025 Week by Week Comparison
ERROR TYPE ERRORTYPE 17472025 1/12/2025 1/19/2025 1/26/2025 ERROR TYPE
First Name 236 First Name 5 B 4 2 First Name 17
Last Name 11 Last Name 0 o o 0 Last Name o
Full Name Reversal 57 Full Name Reversal 0 0 0 0 Full Name Reversal 0
SSN-Diff Person 61 SSN-Diff Person 3 [ 3 5 SSN-Diff Person 17
Dog 294 Dop 0 o o o Dog )
Multiple Errors 126 Multiple Errors 1] 1] 0] 1] Multiple Errors o
No Place for Notes 283 No Place for Notes ) o ] 0 No Place for Notes 0
005 Review Release 54 005 Review Release 1 4 0 1 005 Review Release B
00S Finalized Release 158 00S Finalized Release 1] o] 0 0 00S Finalized Release 0
Addr Numberic Omit 43 Addr Numberic Omit 4 = B 1 Addr Numberic Omit 17
Addr Street Omit 17 Addr Street Omit 0 1 1 4 Addr Street Omit G
Addr Erroneous Info 38 Addr Erroneous Info 2 0 0 4 Addr Erroneous Info B
Totaols 1178 Totals 15 23 14 7 Totals 69
Average 107 Average 17
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