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EXECUTIVE SUMMARY
Audit of Controls Over the Nonresident Worker Application Process
Report No. AR-05-02, June 06, 2005

Summary This report presents the results of the Office of the Public Auditor’s (OPA) audit of  controls
over the nonresident worker application process at the CNMI Department of Labor (DOL).
The objective of the audit was to determine whether labor and immigration fees associated with
nonresident worker applications and  accepted for processing by the DOL agreed with the amounts
collected from the Department of Finance (DOF).  The audit covered transactions relating to
the submission of nonresident worker applications from October 18, 1999 through January 05,
2004.

In its audit, OPA found that the DOL accepted applications for 2,293 nonresident workers for
which the required fees  were not collected by the DOF. This occurred due to inadequate internal
controls at DOL.  As a result, nonresident worker application fees totaling $512,410 were not
collected during the period from October 18, 1999 to January 05, 2004.

The DOL had in place established procedures relating to the processing of nonresident worker
permit applications.  As described in the audit report, these procedures were intended to ensure
that (1)  the correct fees are collected by the DOF before applications are processed;  and, (2) the
Labor and Immigration Identification System (LIIDS)  database will have an information trail
to the records of payment.  

To determine whether the correct fees were collected before applications were accepted, OPA
analyzed and compared the common fields of reference contained in the DOF’s  cash receipt
collection database and the nonresident worker application submission database of LIIDS.

OPA discovered significant discrepancies initially  amounting to $10,557,935 between the DOF
cash receipt system and the LIIDS.  Further analyses determined that these discrepancies were
largely attributable to data input errors, a common example of which was  the erroneous inputting
of telephone numbers or Official Receipt (OR)  numbers as payments for application fees.  After
eliminating these types of errors, the remaining unaccounted difference decreased to $878,975.

OPA further narrowed the analysis to ten employers for which the  initial comparison showed
discrepancies of over $2,000.  Again, OPA found numerous data input errors. This further analysis
eliminated eight employers, leaving OPA’s focus to two employers , referred to in the audit report
as Companies  A and B1.

OPA’s analyses for Companies A and B covered 69 OR numbers involving a total of 2,293
applications submitted, but for which fees were not collected by the DOF. Of the total, 1,486
were submitted by Company A which included 1,469 one year applications and 17 extensions
varying from 1 to 3 months.  Company B submitted 807 applications for which fees were not
collected by the DOF.

Based on OPA’s analysis, DOL had been receiving applications without ensuring that the correct
amount of fees were collected.  The following are examples of the types of discrepancies noted:

1. On 5/23/00 OR number 121485 was issued for the payment of an Alien Physical Exam
Clearance for Company A. The amount collected was $ 20.00.  However, OPA found that
39 applications were actually submitted using this single OR number.  These applications
alone amounted to $8,775 in uncollected fees.

2. On 4/16/01 OR number 305640 was issued to pay for the submission of a nonresident worker
application for an employer unrelated to either Company A or B.  The amount collected
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was $225.  However, OPA found that 11 and 26 applications were submitted for Company
A and Company B, respectively, using the same OR number as reference for payment. This
resulted in a loss of $2,475 due from Company A and $5,850 due from Company B.

3. On 1/4/02 OR number 461675 was issued to pay for an Alien Registration Fee for Company
A.  The amount collected was $50.00.  However, OPA found that 99 applications were
actually submitted using the same OR number as reference for payment.  This resulted
in a loss of $22,275 for this OR number alone.

The discrepancies were not discovered previously because the DOL’s internal controls involving
the process of receiving and entering nonresident worker applications into the LIIDS were
inadequate.  The DOL lacked control measures to ensure that the applications were paid prior
to the entering of application information into the LIIDS.  If the DOL had retained the required
submission of proof of payment document(s), and if proper segregation of duties existed (see below),
the data entry personnel of DOL would have been able to ensure that employers paid for the
applications prior to entering the application information.

Because the DOL accepted applications without collecting the correct amount of fees, the CNMI
did not collect revenues of $512,410. A total of $ 330,835 in labor fees was not collected from
Company A while $181,575 was not collected from Company B.   As illustrated in the chart below
(Figure 1), the losses in revenue started in Fiscal Year 2000 and peaked in Fiscal Year 2002.  Although
discrepancies were noted in Fiscal Years 2003 and 2004, they were explainable and did not result
in lost revenue.

OPA recommended that: (1)Enforce Section II B(3) of the DOL Alien Labor Rules and Regulations
which requires the submission of proof of payment with other required documents; (2) Direct
that managers and supervisors responsible for reviewing and approving do not also receive and
input applications; (3) In collaboration with the DOF, establish controls for periodic comparison
between the fees reflected on the DOL’s records and fees actually collected as shown on DOF’s
records so that corrective actions can be taken if necessary; (4) Recover uncollected fees of $ 330,835
from Company A and $181,575 from Company B.

In its response letter dated May 31, 2005, DOL concurred with OPA’s findings and agreed to
implement the recommendations set forth in the audit report. Accordingly, OPA considers
Recommendations 1, 2, 3 and 4 resolved.
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Dr. Joaquin A. Tenorio
Secretary 
Department of Labor
Commonwealth of the

Northern Mariana Islands
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Saipan, MP 96950

Dear Dr. Tenorio:

Subject: Audit of Controls Over the Nonresident Worker Application Process
(Report No. AR-05-02)

This report presents the results of the Office of the Public Auditor’s (OPA) audit of  controls over
the nonresident worker application process.  The objective of the audit was to determine whether
labor and immigration fees, associated with nonresident worker applications, accepted for
processing by the Department of Labor (DOL) agreed with the amounts collected from the
Department of Finance (DOF).  The audit covered transactions relating to the submission of
nonresident worker applications from October 18, 1999 through January 05, 2004.

In its audit, OPA found that the DOL accepted applications for  2,293 nonresident workers for
which the required fees  were not actually collected by the DOF. This occurred due to inadequate
internal controls. DOL, although required by established application procedures, did not always
ensure that the fees for nonresident worker applications, as computed and shown in the
application vouchers, agreed with the actual amounts collected by the DOF. As a result,
nonresident worker application fees totaling $512,410 were not collected during the period from
October 18, 1999 to January 05, 2004.
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BACKGROUND

Under the Second Reorganization Plan of 1994, Executive Order (E.O.) 94-3 Section 301(b)(1)1,
the Division of Labor was transferred from the Department of Commerce to the then newly
established Department of Labor and Immigration (DOLI).  E.O. 94-3 also provided a Secretary
of Labor and Immigration to head the new DOLI.  Under 1 CMC § 2472, the Chief of Labor
(later renamed the Director of Labor) was “responsible for the day-to-day supervision and
administration of matters involving labor”.  This included the processing of nonresident worker
applications.

On March 10, 2003, the Governor issued Executive Order 03-01, the Department of Labor and
Immigration Reorganization Plan of 2003 (2003 DOLI Reorganization Plan).  Under the 2003
DOLI Reorganization Plan the DOLI, still headed by the Secretary of Labor, was renamed the
Department of Labor (DOL), and the Director for the Division of Labor continued to serve at the
pleasure of the Secretary.  The Division of Immigration, formerly under the DOLI, was
transferred to the Office of the Attorney General, pursuant to the 2003 DOLI Reorganization
Plan.  The 2003 DOLI Reorganization Plan also provided that the Director of Immigration would
be appointed by and serve at the pleasure of the Attorney General.  The Labor and Immigration
Identification Data System (LIIDS) Office within the Division of Immigration, however, was
transferred to the Office of the Governor. Despite the DOLI reorganization, the DOL, the
Division of Immigration, and the LIIDS office all are involved in the processing of nonresident
worker applications.  

The DOF collects the fees related to nonresident worker applications, as the DOF is responsible
for the receipt, deposit, custody and recording of all such revenues.  The nonresident worker
application fee totaled $225 annually 2, which consisted of a $175 Alien Labor Permit Fee, a $25
Entry Permit Fee, and a $25 Alien Deportation Fee.  A nonresident worker permit can also be
extended for a period not to exceed 90 days of the original expiration at a fee of $10 per month.

Prior to the submission of a nonresident worker application, the employer is required to obtain
a voucher from the DOL’s processing section.  Typically, the employer is required to “pre-
submit” the application to allow DOL personnel to identify the number and type (New, Renewal
or Extension, Other) of application to be submitted.  Based on the information provided to the
DOL, a voucher is prepared detailing the amount required to be paid by the employer before the
DOL accepts the application.  Payment of the required fee(s) is made with the DOF.

After payment has been made, the employer then returns to the DOL processing section with the
application to be submitted accompanied by the receipt.  A DOL employee reviews the amount
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paid by the employer and compares it with the amount stated on the voucher.  If the receipt and
voucher amounts match, the application count is verified and the DOL employee writes the
receipt number on the space provided on the voucher form and accepts the application.  On the
other hand, if the receipt and voucher amounts do not match, the application is not accepted.

OBJECTIVE, SCOPE AND METHODOLOGY

OPA’s audit objective was to determine whether labor and immigration fees associated with
nonresident worker applications accepted for processing by the DOL agreed with the amount
collected by the DOF.

The audit covered transactions relating to labor and immigration fees associated with the
submission and review of nonresident worker applications from October 18, 1999 through
January 5, 2004.

To accomplish its audit objective, OPA: (1) interviewed appropriate officials of the DOL and the
DOF to obtain information about the procedures for acceptance of nonresident worker
applications and the DOF cash receipts process; (2) reviewed the effectiveness of existing internal
controls; and (3) examined selected transactions within the DOL system for processing
applications.

This audit was done in accordance with Government Auditing Standards issued by the
Comptroller General of the United States.  Accordingly, OPA conducted such tests of records and
other auditing procedures as we considered necessary.

PRIOR AUDIT COVERAGE

An audit of this subject has not been performed in the past 10 years.

DISCUSSION OF FINDINGS

OPA found that the DOL accepted applications for  2,293 nonresident workers for which the
required fees  were not actually collected by the DOF. This occurred due to inadequate internal
controls. DOL, although required by established application procedures, did not always ensure
that the fees for nonresident worker applications, as computed and shown in the application
vouchers, agreed with the actual amounts  collected by the DOF. As a result, nonresident worker
application fees totaling $512,410 were not collected during the period from October 18, 1999 to
January 05, 2004.

In accepting nonresident worker permit applications, the DOL established the following steps:
1) the employer “pre-submits” a nonresident worker application to the DOL processing section;
2) using the information on the pre-submitted application, a DOL personnel computes the fees
and records the computations and amounts on an “application voucher”; 3) the employer then
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presents the application voucher to the DOF cashier and pays the computed fees; 4) once payment
has been made, the employer presents the official receipt and application voucher back to DOL
personnel; 5) the DOL personnel verifies whether the number of applications being submitted
and the amount paid to the DOF agree with the number and amount stated on the voucher; 6)
upon verification of proper payment, an application count is verified and accepted by DOL
personnel; if proper payment is not made, DOL personnel are instructed not to accept the
application; and 7) DOL personnel are required to retain two copies of the application voucher
on which the official receipt number is written for reference and for future recording in the LIIDS
database. The intent of these series of steps is for DOL personnel to: 1) ensure that the correct
fees are collected before applications are processed; and 2) ensure that the LIIDS database will
have an information trail to the records of payment.

To determine whether the correct fees were collected before applications were accepted, we
analyzed common fields of reference contained in the cash receipt collection database of the DOF
cash receipt system and the nonresident worker application submission database of LIIDS
(including official cash receipts numbers, amounts and the names of payors/employers), and
compared the two computer databases. For the initial comparison, we narrowed the scope to
instances when the LIIDS database showed that application fees collected were higher than the
amounts collected as shown in the DOF cash receipt database. LIIDS showed a total of 1,197
Official Receipts numbers (OR numbers) with total collections of $11,681,551, while DOF
showed only a total collection of $1,123,615, a difference of $10,557,935 for the same receipts.
(This preliminary discrepancy was further analyzed by OPA; see below for discussion of the true
magnitude of the discrepancy)

OPA performed further analytical procedures to attempt  to account for the $10,557,935 in
discrepancies. Based on these procedures we determined that most of the difference was due to
instances when telephone or OR numbers were entered by DOL personnel as amounts of
payments. By eliminating these obvious recording errors, the remaining unaccounted difference
decreased to $878,975.

OPA further narrowed the scope of analysis to ten employers for which the  initial comparison
showed discrepancies of over $2,000.  Again, we found numerous data input errors like OR
numbers being entered erroneously and applications being listed under different OR numbers.
This third level of review eliminated eight employers, leaving our focus on two employers whom
we will refer to as Companies  A and B3.
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Our analyses for Companies A and B covered 69 OR numbers involving a total of 2,293
applications submitted, but for which fees were not collected by the DOF. Of the total, 1,486 
were submitted by Company A which included 1,469 one year applications and 17 extensions 
varying from 1 to 3 months.  Company B submitted 807 applications for which fees were not
collected by the DOF.

Based on our analysis, it appeared that the DOL had been receiving applications without
ensuring that the correct amount of fees were collected.  The following are examples of the
discrepancies we noted:

1. On 5/23/00 OR number 121485 was issued to pay for an Alien Physical Exam Clearance for
Company A. The amount collected was $ 20.00.  However, we found that 39 applications
were actually submitted and entered into LIIDS using the same OR number as reference for
payment.  These applications alone amounted to $8,775 in uncollected fees.

2. On 4/16/01 OR number 305640 was issued to pay for the submission of a nonresident worker
application for an employer unrelated to either Company A or B.  The amount collected was
$225.  However, we found that 11 and 26 applications were submitted and entered into LIIDS
for Company A and Company B, respectively, using the same OR number as reference for
payment. This resulted in a loss of $2,475 due from Company A and $5,850 due from
Company B.

3. On 1/4/02 OR number 461675 was issued to pay for an Alien Registration Fee for Company
A.  The amount collected was $50.00.  However, we found that 99 applications were actually
submitted and entered into LIIDS using the same OR number as reference for payment.
This resulted in a loss of $22,275 for this OR number alone.

The discrepancies were not discovered previously because the DOL’s internal controls involving
the process of receiving and entering nonresident worker applications into the LIIDS were
inadequate.   The DOL lacked control measures to ensure that the applications were paid prior
to the entering of application information into the LIIDS.  If the DOL had retained the required
submission of proof of payment document(s), and if proper segregation of duties existed (see
below), the data entry personnel of DOL would have been able to ensure that employers paid for
the applications prior to entering the application information.  

Segregation of duties and designation of specific duties and responsibilities to personnel were
lacking in the application receiving and input processes. To have good internal control, an
individual should not be allowed concurrent access or control to all critical aspects of a transaction.
However, OPA found that certain DOL employees were allowed to compute the amount of fees,
accept applications, verify if the correct fees were paid,  input application information into the
LIIDS and review and approve applications. Under such conditions, discrepancies, whether or not
committed in error, may not be discovered.  These conditions also make it easier for DOL and
outside parties to collude and thus allow the processing of nonresident worker applications even
if the appropriate fees were not paid. To strengthen controls it is critical that the following



6 of 15

functions be segregated and performed by different personnel: (1) the receiving of nonresident
worker applications,(2) the verifying of payments and (3)the inputting of application information
to the LIIDS.  In addition, it is critical that only supervisors and managers are authorized to review
and approve applications.

OPA also found that, the DOL did not perform periodic analytical procedures to compare
revenues associated with applications submitted against the payments collected by DOF for
nonresident worker applications.  Such analyses would have shown substantial discrepancies and
could have prompted immediate action from DOL and DOF management.  This periodic
reconciliation could have been a key control activity in identifying material discrepancies that
warranted investigation.
  
Because the DOL accepted applications without collecting the correct amount of fees, the CNMI
did not collect revenues of $512,410. A total of $ 330,835 in labor fees was not collected from
Company A while $181,575 was not collected from Company B.   As illustrated in the chart below
(Figure 1), the losses in revenue started in Fiscal Year 2000 and peaked in Fiscal Year 2002.
Although discrepancies were noted in Fiscal Years 2003 and 2004, they were explainable and did
not result in lost revenue.

For a more detailed receipt analysis see Appendix A
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CONCLUSION AND RECOMMENDATIONS

OPA found that the DOL accepted applications for  2,293 nonresident workers for which the
required fees  were not actually collected by the DOF. This occurred due to inadequate internal
controls. DOL, although required by established application procedures, did not always ensure that
the fees for nonresident worker applications, as computed and shown in the application vouchers,
agreed with the actual amounts  collected by the DOF. As a result, nonresident worker application
fees totaling $512,410 were not collected during the period from October 18, 1999 to January 05,
2004.

Accordingly, we recommend that the Secretary of the DOL:

1. Enforce Section II B(3) of the DOL Alien Labor Rules and Regulations which requires the
submission of proof of payment with other required documents.

2. Direct that managers and supervisors responsible for reviewing and approving do not also
receive and input applications.

3. In collaboration with the DOF, establish controls for periodic comparison between the fees
reflected on the DOL’s records and fees actually collected as shown on DOF’s records so that
corrective actions can be taken if necessary.

4. Recover uncollected fees of $ 330,835 from Company A and $181,575 from Company B. 

DOL Response

In a letter dated May 31, 2005 (Appendix B), the Acting Secretary of Labor stated that the DOL
will be establishing procedures within the department that would allow for better controls to
ensure that the fees for nonresident worker applications, as computed and shown in the application
vouchers, agreed with the actual amounts  collected by the DOF.  The proposed procedures as per
the recommendations made are as follows:

Recommendation 1, the DOL will ask the DOF to produce one receipt per application that is being
paid.  The receipt will be attached to it’s respective application and would allow for the
performance of the newly established procedure in response to recommendation two (see below).

Recommendation 2, an independent verification of proper payment of fees will be performed by
the application reviewer.  Someone other than the person who initially received the application,
will perform a second examination of the amounts stated on the receipt and the voucher,
respectively.
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Recommendation 3, daily summaries for fees  actually collected will be requested from the DOF.
The DOL will use the summaries to compare the fees actually collected as shown on DOF’s
records against the fees that should have been collected as per the DOL’ records and discrepancies,
if any, will be investigated.

Recommendation 4, the response that the DOL would make with regards to this recommendation
will be based on the conclusions drawn by the investigators tasked with identifying the responsible
parties for the uncollected fees identified.

OPA Comments

Based on the response we received from the DOL, we consider recommendations 1, 2, 3 and 4 as
resolved.

*    *    *

Our office has implemented and audit recommendation tracking system.  All audit recommenda-
tions will be included in the tracking system as open or resolved until we have received evidence
that the recommendations have been implemented. An open recommendation is one where no
action or plan of action has been made by the client (department or agency).  A resolved
recommendation is one which the auditors are satisfied that the client cannot take immediate
action, but has established a reasonable plan and time frame of action.  A closed recommendation
is one in which the client has taken sufficient action to meet the intent of the recommendation or
we have withdrawn it.

Please provide us the same status of recommendation implementation within 30 days along with
documentation showing the specific actions taken.  If corrective actions will take longer that 30
days, please provide us additional information every 60 days until we notify you that the
recommendation has been closed.

Sincerely,

Michael S. Sablan, CPA
Public Auditor

cc: Secretary of Finance
Attorney General
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