
State of Washington  
Status of Audit Resolution  
December 2006 
 

15 

 
Department of Labor and Industries (L&I) Agency: 235 
 
 
Audit Report: 6541 
 
Finding Number: 001 
 
Finding: The Department of Labor and Industries paid more than $600,000 in pension benefits to 

claimants and survivors who were not eligible for the benefits.  In addition, the Department 
paid more than $1 million to claimants and survivors who may not be eligible. 

 
Resolution: The Department acquired the Social Security Number Verification System from the State 

Auditor’s Office (SAO), and the Information Services staff are evaluating its usefulness.  In 
the meantime, major enhancements to the existing data cross match report with Social 
Security Administration (SSA) were implemented in September 2006.  Data elements for 
the cross match have been further defined, and the information now being sent to SSA is 
producing an increase of approximately 60% in the number of cases with returned 
information from SSA.  This includes information on invalid social security numbers, invalid 
birthdates and incorrectly spelled names.  These reports are being reviewed by the 
pension benefits supervisor to ensure that a review of the discrepancies in the data is 
conducted.      

 
 In August 2006, the Department implemented a data share agreement with the 

Department of Health (DOH).  Under this agreement, DOH provides monthly data to L&I 
that is used to cross match pension recipients to identify those who have died or remarried 
and may no longer be entitled to receive payments.  L&I independently performs the cross 
match. 

  
 Effective April 2006, the timing of the annual mailing of the declaration of entitlement form 

was modified.  The first form will be mailed on the 11th month after the pension is 
established.  The following year, the form will be mailed 11 months after the first form was 
received by the Department. 

  
 As of August 2005, the pension manager began receiving a monthly report which provides 

a list of recipients who were sent new entitlement declaration forms as well as those who 
are delinquent in returning their forms.  A second request letter and form are mailed to 
those recipients that are 60 days delinquent.  Benefits are automatically suspended for 
those recipients that are 90 days delinquent in returning their forms.  Reinstatement of 
their benefits will not be considered until the declaration of entitlement form is returned and 
it is determined that the recipient is still entitled to benefits.  After the benefits have been 
suspended for 60 days and no completed form is returned, the pension benefit specialists 
attempt to contact the recipient.  If this is not successful, an investigation is conducted to 
try to locate the recipient.   

  
Effective August 2005, every declaration of entitlement form received is reviewed to 
ensure the form is completed in full, signed and notarized.  If the form is not completed in  
 
 
 
 
 



State of Washington  
Status of Audit Resolution  
December 2006 
 

16 

 
full, it is returned to the recipient with a letter giving them 20 days to return a completed 
form.  If the form contains information that shows the recipient has been incarcerated, 
remarried or working, the form is given to the assigned pension benefit specialist who 
makes a decision on whether the recipient is still entitled to continued benefits.   

 
Agency Contact: Cheri Ward 
 Department of Labor and Industries 
 PO Box 442208 
 Olympia WA 98504-4208 
 (360) 902-9160 
 cwar235@lni.wa.gov 
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Department of Labor and Industries (L&I) Agency: 235 
 
 
Audit Report: 6541 
 
Finding Number: 002 
 
Finding: The Department of Labor and Industries lost 105 items in two years, which originally were 

purchased for more than $180,000. 
 
Resolution: The Department has taken the following actions to improve the agency's internal controls 

over assets:  

• In November 2005, the Department corrected the programming to again issue an 
"asset alert" from the system which is triggered upon the movement of an asset within 
the system by anyone who transfers an asset.  The "asset alert" is sent daily by email 
until the receiving property officer acknowledges receipt of the asset.  

• The Department completed a revision of its fixed asset policies and procedures in 
June 2006.  The new policies require the custodian of common or shared equipment 
to maintain a log book or similar means to keep track of an asset.  The Department 
expects the custodians to review these logs and will follow up to determine if further 
policy enhancements are needed. 

 
The Department has located 16 of the items identified as missing in the audit, valued at 
$34,000, and is continuing to search for the additional missing items.  

 
Agency Contact: Sharon Elias 
 Department of Labor and Industries 
 PO Box 44830 
 Olympia WA 98504-4830 
 (360) 902-5743 
 elia235@lni.wa.gov 
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Department of Labor and Industries (L&I) Agency: 235 
 
 
Audit Report: 6541 
 
Finding Number: 003 
 
Finding: The Department of Labor and Industries appears to have circumvented bid laws for 12 

personal service contracts valued at $134,988. 
 
Resolution: The Department partially agrees with the finding.  The Department did not intend to 

circumvent the law and understands the sensitivity of the appearance of circumventing 
good laws.  The Department believed it was complying with the laws the way they were 
written. 

 
 Nonetheless, beginning May 1, 2006, when bidding out a contract for $5,000 or $20,000, 

the Department ensures the contract is for significantly less than the cutoff amount of the 
final bid to avoid this appearance. 

 
Agency Contact: Tom Goldsby 
 Department of Labor and Industries 
 Contract Office 
 PO Box 44831 
 Olympia WA 98504-4831 
 (360) 902-6964 
 golt235@lni.wa.gov 
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Department of Labor and Industries (L&I) Agency: 235 
 
 
Audit Report: 6541 
 
Finding Number: 004 
 
Finding: The Department of Labor and Industries' Accounts Receivable System lacks adequate 

internal controls to ensure that public resources are safeguarded. 
 
Resolution: The Department corrected all weaknesses documented in the audit prior to January 2006 

with the following exceptions:   

• Corrections to calculation of interest were completed in January 2006.  

• System fund distribution is manually done on a quarterly basis. 

• The Department completed analysis of data transactions in the Benefit Payment 
System (BPS).  System changes were completed in June 2006 to reflect all BPS 
transactions in the Accounts Receivable Collections System (ARC).  Options for 
system changes to correct errors in transactions from ARC to BPS are currently being 
evaluated by the technical teams. 

 
Agency Contact: Rex Garrett 
 Department of Labor and Industries 
 PO Box 44770 
 Olympia WA 98504-4770 
 (360) 902-5876 
 garx235@lni.wa.gov 
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Department of Labor and Industries (L&I) Agency: 235 
 
 
Audit Report: 6541 
 
Finding Number: 005 
 
Finding: The Department of Labor and Industries' Pension Payment System lacks adequate 

internal controls to ensure that public resources are safeguarded. 
 
Resolution: The Department has implemented the following system and procedural changes to 

address this finding: 

• Several data elements were added to the existing audit control report to document 
any changes to pensioner data, recipient eligibility or monthly benefit information.  The 
unit supervisor randomly reviews 20% of these each month for accuracy and quality 
assurance.  Date completed: December 2005.  

• Any creation, update or deletion in the pension system creates a message to the file 
which cannot be deleted or changed.  Date completed: March 2005.  

• Any payment over $25,000 is reviewed and validated by the unit supervisor or 
manager before being released for mailing.  This is a change from the previous 
process requiring review of payments over $50,000.  The unit supervisor also 
randomly reviews 20% of the daily payments issued that are under $25,000.  Date 
implemented: January 2006. 

• Modifications were made to the entitlement declaration and delinquency report to 
improve it as a tool for staff and the supervisor to monitor the entitlement declaration 
process.  Date completed: April 2006. 

• An edit to warn staff that a permanent partial disability payment was previously made 
on a new pension claim was implemented to avoid any potential overpayment.  Date 
completed: January 2006.  

• The recipient information displayed in the pension system was modified to capture or 
track benefits paid to anyone associated with a particular claim.  Date completed: May 
2006. 

• Effective June 2006, overpayment data is tracked electronically, including the initial 
overpayment assessment, the amount to be deducted automatically from the monthly 
benefit entitlement, and the remaining overpayment balances.  This information will be 
used to generate a report upon request. 

• Access to create pension benefits by the pension manager or unit supervisor was 
revoked.  Date completed: March 2005. 

• For quality assurance purposes, every 20th new pension is completely reworked by 
another pension benefit specialist and documented in the file.  While this second 
review has been in place for many years, starting January 2006, the Department 
began monitoring the accuracy and supporting documentation of these second 
reviews. 
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• The pension benefit payment system does not include automation of all applicable 
benefit and reserve calculations.  An analysis for implementing an automated 
calculation benefit system for the Pension Section has been completed.  Business 
rules, staffing and programming efforts have been identified.  This endeavor will begin 
in January 2007 with an estimated completion date of December 31, 2007.  

 
Agency Contact: Cheri Ward 
 Department of Labor and Industries 
 PO Box 442208 
 Olympia WA 98504-4208 
 (360) 902-9160 
 cwar235@lni.wa.gov 
 
 
 


