Congress of the United States
Washington, BE 20513

June 6, 2023

Brent Parton

Acting Assistant Secretary

Employment and Training Administration
U.S. Department of Labor

200 Constitution Ave NW

Washington, DC 20210

Dear Acting Assistant Secretary Parton:

We write regarding the over withdrawing of federal unemployment insurance (UI) funds by the
Commonwealth of Massachusetts under former Governor Charlie Baker, and to urge the
Department of Labor (DOL) to work constructively with Governor Maura Healey and her
administration to rectify this issue. Congress enacted new and supplemental federal UI programs
to alleviate the impact of the COVID-19 pandemic for millions of families in Massachusetts and
across the country. However, as a result of prioritizing disbursements to claimants due to
heightened need as well as outdated infrastructure, many states have encountered issues in
administering federal pandemic UI funds. This includes Massachusetts, where under Governor
Baker’s administration, an accounting error resulted in roughly $2.5 billion being over
withdrawn from federal UI funds instead of the state UI trust fund. While UI claimants will not
be affected by this issue, we urge you to work with the state government to find a solution that
will allow Massachusetts to address the problem while minimizing the impact on hardworking
people and small businesses in the Commonwealth.

The COVID-19 pandemic had a disastrous impact on the U.S. economy and working families.
Tens of millions of Americans lost their jobs, families struggled to put food on the table, and
small businesses across the country, including in Massachusetts, were forced to close their
doors." In response, Congress passed the CARES Act of 2020 and the American Rescue Plan Act
(ARPA) of 2021 to establish new federal emergency unemployment insurance programs.” These
programs were critical in diminishing hardship for families and stabilizing the economy.’
Without the additional support provided by these programs, millions of Americans would have
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fallen into poverty, particularly workers of color who were disproportionately impacted by the
pandemic job losses.* As DOL itself stated in its FY23 budget request, “Unemployment
insurance benefits helped over 53 million workers who lost their jobs through no fault of their
own and put some $870 billion back into the economy during the pandemic.”” Broadly,
“pandemic unemployment benefits helped the economy stabilize and then recover from one of
the most rapid and steep job declines in U.S. history.”®

In Massachusetts, state officials worked tirelessly to make sure the additional funding made it
into the pockets of families in need as soon as possible. Over the new Ul programs’ 18-month
duration, Massachusetts disbursed an unprecedented roughly $33 billion in benefits to more than
4 million claimants.” This funding came at a critical time — in June and July 2020, Massachusetts
had the highest state unemployment rate in the nation at 17.7 percent.® The boost in UI helped
Bay Staters experiencing pandemic-induced or -exacerbated hardship: during a time when a
quarter of adults had difficulty covering basic household expenses, UI benefits helped them
make ends meet.’ This injection of funds into the economy also helped businesses keep their
doors open, sustaining demand for consumer goods and services even as people were forced out
of work. Thanks to this emergency funding, unemployment in Massachusetts has fallen nearly to
pre-pandemic lows of just over 3 percent,'” and as businesses bounce back, job growth continues
to rise."
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However, states have faced significant obstacles in appropriately administering federal pandemic
UI funds. This is due in part to the prioritization of speed in disbursements, but also to the federal
government’s unfortunate underinvestment in federal and state Ul infrastructure. Some states are
taking steps to modernize their computer systems and invest in fraud prevention'?; in
Massachusetts, the Healey administration’s Employment Modernization and Transformation
Project will directly address these issues by modernizing and transforming the state Ul
program’s operations and underlying systems. But the federal government must also make long-
term investments in strengthening Ul benefits and administration to ensure the Ul system fulfills
its mandate. Modernizing UI program technologies would make it easier for states to pivot in a
crisis and correct mistakes as they arise. Instead, as part of their debt ceiling hostage-taking
tactics, House Republicans forced a 50 percent—3$1 billion—cut to ARPA’s federal
unemployment modernization and program integrity grants into the debt ceiling package." The
path to building a UI system that works for all Americans is not through cuts but instead
investments and policies that give states the tools they need to address the particular issues their
programs face."

Massachusetts’s Annual Comprehensive Financial Report (ACFR) for fiscal year (FY) 2022,
published on Friday, June 2 by the state Office of the Comptroller,' identifies an unprecedented
challenge faced by the Commonwealth, stemming from issues that arose under former Governor
Baker’s administration. In the FY 2022 ACFR, the Office of the Comptroller identified that over
the course of the pandemic, Massachusetts inadvertently over withdrew roughly $2.5 billion
from federal UI funding sources to pay claimants their benefits under the new Ul programs.
While the benefits were correctly calculated and disbursed to Massachusetts claimants, an
internal accounting error resulted in certain Ul benefit payments drawing on federal UI funds
instead of the state UI trust fund. In late 2021, the administration of former Governor Charlie
Baker noticed the absence of a significant drop in the balance of the state trust fund—surprising
given the volume of unemployment benefits being paid out—and contracted with accounting
firm KPMG to conduct an independent assessment of the “financial status of the
Commonwealth’s unemployment system and the UI Trust Fund balance.”'® Concerningly,
KPMG’s purportedly thorough audit did not reveal the existence of this anomaly,'” nor did the
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ACFRs for FY 2020 and 2021 audited by KPMG and accounting firm CliftonLarsenAllen,
respectively.'

We understand the need to ensure accountability for federal dollars, while also ensuring that any
resolution does not unnecessarily and negatively impact Massachusetts families and businesses.
Governor Maura Healey’s staff assumed office earlier this year and, since being notified of this
issue, has been working diligently with the state comptroller and DOL to discern the scope of
this discrepancy and determine how to respond appropriately while minimizing the impact on the
Commonwealth. Critically, Governor Healey’s office has assured us that repayment of these
dollars will not affect claimants who received benefits using the over withdrawn funds. For its
part, EOLWD is taking steps to enhance its internal controls, including by increasing staff,
enhancing staff training, and improving communications with its partner agencies, to prevent a
similar error from occurring in the future. We urge you to continue to work cooperatively with
the state government to develop a plan for Massachusetts to address this issue.

Thank you for your attention to this matter.

Sincerely,
Elizhbeth Warren Edward J. Markey
United States Senator United States Senator
N/ W/
Lori Trahan Sfephen F. Lyr;ch
Member of Congress Member of Congress
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Seth Moulton
Member of Congress
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Yome s

James P. McGovern
Member of Congress
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Katherine M. Clark
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William R. Keating
Member of Congress



