STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF LABOR AND ECONOMIC OPPORTUNITY SUSAN CORBIN
GOVERNOR LANSING DIRECTOR
MEMORANDUM
DATE: May 2, 2022
TO: The Honorable Ken Horn, Chair

Senate Appropriations Subcommittee on Labor and Economic Opportunity/ MEDC
Senate Committee on Economic and Small Business Development

The Honorable Beth Griffin, Chair
House Committee on Workforce, Trades and Talent

The Honorable Greg VanWoerkom, Chair
House Appropriations Subcommittee on General Government

FROM: Julia Dale, Director
Michigan Unemployment Insurance Agency
Department of Labor and Economic Opportunity

SUBJECT: Unemployment Insurance Agency ldentity Theft Report

Per Public Act 225, 2017, Section 54g(1), the Unemployment Agency shall provide a written report regarding
claims submitted by impostors under this act to the chairpersons of the standing committees and the
appropriations subcommittees of the house of representatives and senate having jurisdiction over legislation
pertaining to employment security. The report must include all the following information from the immediately
preceding calendar year:

(a) The procedures the unemployment agency has adopted to mitigate the incidence of claims submitted by
impostors.

(b) The total number of reports submitted under section 54f(1)* and the number of reports submitted under
section 54f(1) that the unemployment agency determined met the requirements of section 54f(8)2.

1 54f(1) An employer that is an interested party to a claim for benefits, or the employer's agent, may report to the
unemployment agency that the claim is fraudulent because the individual who filed the claim is an impostor.

2 54f(8) An employer that submits a frivolous report or otherwise intentionally misrepresents information in a report
submitted.
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(c) The total number of affidavits submitted under section 54f(2)2 and the number of affidavits submitted
under section 54f(2) that that unemployment agency determined met the requirements of section 54f(8).

(d) The number of determinations made under section 54f(3)* and (4)° where the unemployment agency
determined that an impostor committed identity theft.

(e) The number of determinations made under section 54f(3) and (4) where the unemployment agency
determined that an impostor did not committed identity theft.

(f) The total amount of benefits paid to impostors and the total amount recovered from impostors.

Should you have any questions regarding this report or need additional information please
contact Rachael Wineland, UIA Legislative Liaison, at WinelandR@michigan.gov or
517- 290-3053.

3 54f(2) An affected individual may submit an affidavit to an employer or the unemployment agency. The
unemployment agency shall include on its website an affidavit from that meets the requirements of this subsection. An
affidavit submitted under this subsection must include all of the following: (a) The name, address, and social security
number of the affected individual (b) A statement that the affected individual did not file the claim for benefits with the
unemployment agency (c) A statement that the information in the affidavit is complete and accurate (d) The signature of
the affected individual.

4 54f(3) Upon receiving a report submitted under subsection (1) and an affidavit submitted under subsection (2), the
unemployment agency shall do both of the following: (a) Make a determination within 2 business days regarding
whether the claim is fraudulent and whether the impostor committed identity theft and mail the determination to all
interested parties. If the unemployment agency determines that the impostor committed identity theft, the determination
must state that the claim is canceled and is null and void. (b) After making a determination under subdivision (a) that the
claim is fraudulent, cancel all benefit payments on the claim.

5 Upon receiving only a report submitted under subsection (1) or upon receiving only an affidavit submitted under
subsection (2), the unemployment shall do all of the following: (a) Notify the impostor by mail that the impostor must,
within 10 days after the date of the notice, provide proof of his or her identity by providing the unemployment agency
with copies of the acceptable documents as provided in the Form 1-9. As used in this subdivision, “Form I-9” means the
employment verification that fulfills the employment verification obligations under 8 CFR 2741.2. (b) If the impostor
does not provide proof of his or her identity pursuant to subdivision (a), the unemployment agency shall do all of the
following: (i) Make a determination that the impostor did not provide proof of his or her identity pursuant to subdivision
(a) and cease making payments on the claim until after making a determination under subparagraph (iii). (ii) Conduct an
investigation to determine whether the claim is fraudulent and whether the impostor committed identity theft. (iii) Make
a determination regarding whether the claim is fraudulent and whether the impostor committed identity theft and mail the
determination to all interested parties. If the unemployment agency determines that the impostor committed identity

theft, the determination must state that the claim is canceled and is null and void.
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Unemployment Insurance Agency
Identity Theft Report
January 1, 2021, through December 31, 2021

Per Public Act 225 of 2017, Section 54g(1) the Unemployment Insurance Agency shall provide a
written report regarding claims submitted by impostors under this act to the chairpersons of the
standing committees and the appropriations subcommittees of the house of representatives and
senate having jurisdiction over legislation pertaining to employment security. The report mustinclude
all the following information from the immediately preceding calendar year:

This legislation became effective March 21, 2018.

(a) The procedures the unemployment agency has adopted to mitigate the incidence of claims
submitted by impostors.

i.  UIA Policy Manual Section 8490 Identity Verification®
i. UIA Form 6349 Statement of Identity Theft
iii.  UIA Form 6349A Affidavit of Identity Theft
iv.  UIA Form 6349E Employer Report of Identity Theft

(b) The total number of reports submitted’” under section 54f(1) and the number of reports
submitted under section 54f(1) that the unemployment agency determined met the
requirements of section 54f(8).

The total number of reports submitted under section
54£(1) 1,326

The number of reports submitted under section 54f(1)
that the unemployment agency determined met the 0
requirements of section 54f(8)

& As noted in a November 25, 2020, report prepared by Deloitte, changes were made under directives given by the then
Director of the Unemployment Insurance Agency which resulted in temporary alterations and changes to the established
policies, procedures, and proprietary tools such as the Fraud Manager program. During the current reporting period,
established policies, procedures, and propriety tools were restored and have been supplemented with continuous use of
resources and tools to mitigate and detect fraud. See Deloitte report for further details:

(https://lwww.michigan.gov/documents/leo/SoM_UIA_Forensic_Review_11.25.2020 _708891_7.pdf ).

" Reports can be submitted online through the Report Fraud or Report Identity Theft feature at www.michigan.gov/uia,
through employer’s Michigan Web Account Manager (MiWAM) account(s), by mail, by fax, in-person at a local office,
or by calling the Unemployment Insurance Agency’s fraud hotline.
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(c) The total number of affidavits submitted® under section 54f(2) and the number of affidavits
submitted under section 54f(2) that that unemployment agency determined met the
requirements of section 54(8).

The total number of reports submitted under section
541(2) 50,389

The number of reports submitted under section 54f(2)
that the unemployment agency determined met the 6
requirements of section 54f(8)

(d) The number of determinations made under section 54f(3) and (4) where the unemployment
agency determined that an impostor committed identity theft.

64,528

(e) The number of determinations made under section 54f(3) and (4) where the unemployment
agency determined that an impostor did not committed identity theft.

() The total amount of benefits paid to impostors® and the total amount recovered?®® from
impostors.

8 Affidavits (Statement of Identity Theft — UIA 6349) can be submitted online through the Report Identity Theft feature
at www.michigan.gov/uia, through claimant’s MiWAM account, by mail, by fax, or in-person at a local office. The
Agency notes that during 2021, over 50,000 reports of identity theft were submitted to the Agency by potential victims
of identity theft. As part of the process to report potential identity theft to the Agency, potential victims can also submit
an affidavit to the Agency. This figure shows the reports to the Agency that also included the Statement of Identity Theft
— UIA 6349.

9 The amount includes benefits paid to impostors for the period of January 1, 2016, through December 31, 2021, that
have been identified as of January 28, 2022. There are outstanding criminal matters pending and investigations still in
progress for benefits paid during the period of January 1, 2016, through December 31, 2021. As noted in a December 29,
2021, reported prepared by Deloitte, For the period March 1, 2020, to September 30, 2021, an estimated $2.7-$2.8
billion was paid to claims involving likely impostor fraud. Of importance, it is estimated that 2.9% of total estimated
fraud paid was from the claims paid out on state issued unemployment claims paid out of the trust fund. While most of
these estimated payments were federal benefits from federal programs created during 2020, there is a significant amount
of work that must be completed before the Agency will be able to report on the full impact and total benefits paid to
impostors during 2020. As the criminal matters conclude and work continues by the Agency, the dollar amount of
benefits paid to impostors for the period of January 1, 2016, through December 31, 2021, will be updated in future
reports.

10 The total amount of benefits recovered from impostors is the restitution amounts per court orders during calendar year
2021. Court orders are obtained through the judicial process because of investigation work completed by the
Unemployment Insurance Agency Investigations Division in cooperation with multiple enforcement agencies including
the Office of Inspector General for the Department of Labor, United States Attorneys’ Office, Michigan State Police,

United States Postal Inspector Services Office, and other enforcement agencies. In 2021, given the minimal criminal
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Paid to Impostors:

[ 2016 | 2017 | 2018 |

January $ 858,617 $ 1,462,928 $ 3,059,705
February $ 778,455 $ 1,505,052 $ 1,696,223
March $ 628,385 $ 1,269,788 $ 214,213
April $ 736,538 $ 1,276,975 $ 28,707
May $ 655,044 $ 507,928 $ 10,872
June $ 700,126 $ 395,146 $ 9,606
July $ 1,190,208 $ 571,208 $ 9,124
August $ 1,079,915 $ 573,902 $ 6,445
September $ 1,314,207 $ 788,580 $ 6,127
October $ 1,793,622 $ 637,955 $ 5,678
November $ 1,387,467 $ 1,190,345 $ 6,982
December $ 1,450,669 $ 2,801,127 $ 5,766

$ 12,573,254 $ 12,980,935 $ 5,059,447

[ 2019 | 2020 | 2021 |

January $ 10,688 $ 5,327 $ 160,607
February $ 8,072 $ 34,026 $ 112,645
March $ 15,900 $ 1,649,929 $ 87,933
April $ 11,607 $ 11,943,314 $ 63,056
May $ 5,860 $ 10,135,995 $ 43,452
June $ 7,480 $ 1,148,974 $ 27,930
July $ 4,388 $ 762,862 $ 23,238
August $ 4,188 $ 441,992 $ 4,919
September $ 5,834 $ 183,773 $ 874
October $ 9,481 $ 187,235 $ 424
November $ 9,713 $ 116,126 $ -
December $ 5,987 $ 81,626 $ -

$ 99,197 $ 26,691,179 $ 525,078

Recovered from Impostors:  $0

activity experienced in Michigan during the last three quarters of 2018, all of 2019, and the first two months of 2020, in
addition to the pandemic impacting or delaying the judicial process on open and new matters, minimal court orders were
issued. historically minimal to null on established court orders.
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