
 

 
 
 
 
 
 
 
 
 
 
 

INTER-OFFICE MEMORANDUM 
 
 
DATE:           June 15, 2022 
 
TO:  Patrick A. Duhaney, City Manager 
 
FROM: Lyndon S. Remias, City Auditor 
 
SUBJECT: Unemployment Insurance Claims  

 
 
Due to a sharp rise in costs and an unprecedented number of claims received during the early 
stages of the pandemic including fraudulent ones, Human Resources asked for our assistance 
in analyzing, reviewing and monitoring the claims. The following is a summary of the results and 
some suggestions for enhancing the process going forward. 
 
Background 
The Unemployment Insurance (UI) program provides temporary financial assistance to eligible 
individuals (“claimants”) who become unemployed. Under federal law, individuals are eligible for 
UI if they meet minimum wage requirements, have lost work due to no fault of their own, and 
meet weekly eligibility requirements (e.g., demonstrate they are actively searching for work). 
Specific eligibility criteria are adopted by the State. 
 
The amount of UI benefits that a claimant receives depends on their earnings before their 
separation from employment and the length of time they worked for previous employers. Under 
the State’s traditional UI program, claimants can receive between $60 (minimum) and $378 
(maximum) in UI benefits each week for up to 26 weeks.  
 
The COVID-19 pandemic triggered an unprecedented increase in Virginia’s unemployment level, 
which led to a rapid increase in the demand for unemployment benefits. The number of 
unemployed individuals in Virginia increased from 117,294 (2.6 percent) in February 2020 to 
482,111 (11 percent) in April 20201. Many of these individuals (claimants) applied for UI benefits.  

 
1 JLARC Report: Operations and Performance of the Virginia Employment Commission dated November 8, 2021 
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Additionally, Congress created six (6) temporary federal UI programs during COVID-19. These 
programs extended and expanded UI benefits between April 2020 and September 2021. Most 
notably, the Pandemic Unemployment Assistance (PUA) program enabled previously ineligible 
individuals, such as part-time, self-employed and “gig” workers, to receive UI benefits. 
 
UI Claims Process 
Claimants apply for UI benefits through the Virginia Employment Commission (VEC). UI claims 
are reviewed by VEC staff for eligibility. Some claims are relatively straightforward (e.g., the 
claimant was laid off) and require minimal follow up from VEC staff. Other UI claims require 
detailed review (“adjudication”), where VEC staff collect additional information from the claimant 
and employer. A pictorial view of the VEC’s process is depicted in the following chart. 
 
 
 

 
 
VEC makes two separate eligibility determinations regarding whether a claimant is approved for 
benefits. VEC issues a monetary determination on whether claimants’ prior wages meet the 
minimum eligibility threshold and makes a separation determination on whether claimants were 
separated from employment through no fault of their own.  
 
The separation determination is largely dependent on information gathered through the 
Employer’s Report of Separation and Wage Information, supporting documentation provided and 
participation in the adjudication process.  
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Claimants who are determined to have met both the monetary and the separation criteria are 
approved for UI benefits. Claimants must file continuing claims and certify they meet eligibility 
requirements each week until their benefit period ends.  
 
Claimants and employers have the opportunity to appeal if they disagree with the VEC’s 
determinations.  
 
Once a claim is established, it remains in effect for one year. During that year, the claimant may, 
if unemployed and otherwise eligible, receive weekly benefits until the entitlement is exhausted. 
 
The current process is paper driven and time sensitive and the City’s response is decentralized.  
 
Human Resources Employee Relations 
receives the notifications, confirms 
employment, and forwards the notifications 
and information requests (i.e., Employer’s 
Report of Separation and Wage Information, 
etc.) to the department for its response. 
Needless to say, some departments are 
better at this than others due to staffing levels 
and turnover. 
 
The City’s decentralized process makes it 
difficult to ensure consistent, accurate and timely responses to VEC notifications and requests. 
 
Payment and Adjudication of UI Claims 
UI benefits are paid out of the state’s unemployment insurance trust fund and funded through UI 
taxes on employers. 
 
Governmental and nonprofit organizations may choose either to pay taxes quarterly 
(contributing) or to reimburse VEC dollar-for-dollar for their proportionate share of benefits paid 
(reimbursing). The City is a reimbursable employer.   
 
Liability is based on the reimbursable employer’s share of wages used to compute the claim. 
The drawback to the reimbursable method is that the reimbursable employer may not be the 
separating employer yet, can be held responsible for benefits paid.  
 
If the City is not the separating employer, only the computation of the bill can be appealed and 
not the reasons for the claimant’s separation from employment.  In such cases, the City receives 
a Notification of Potential Liability when a claimant files a claim dependent on past wages earned 
through City employment. The quarterly bill provides the amount due as a result of benefits paid. 
Appeals must be filed within thirty (30) days from the date of billing.   
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The following chart shows the pandemic’s impact on the City’s UI costs.  
 

 
      SOURCE: Payment data obtained through InSITE and OFC 
 
During calendar years 2020 and 2021, there were 659 claims filed by (or in the name of) current 
and former employees and billing activity for 30 claims originating prior to January 1, 2020. The 
chart below provides the number of claims filed per month vs the total billed2 for those claims 
during the two-year period.  
 

 
         SOURCE: Quarterly VEC Invoices for 2020 and 2021 
 
As expected, with the expansion of UI eligibility and benefits and the sharp increase in claim 
numbers, came an increase in fraudulent claims throughout the country. Early on, the City 

 
2 The total billed exceeds the amount paid due to payment discounts offered during the pandemic. 
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identified several claims filed by third parties (i.e., bad actors) on behalf of active employees. 
VEC categorizes this type of fraud as identity theft which must be reported by the individual 
whose information was falsely submitted.  
 
We worked with HR/Employee Relations and departments to identify at risk claims and initiate 
a process for alerting current members that a potentially fraudulent UI claim had been filed in 
their name and what steps they should take to remedy the situation.  
 
Thus far, we have confirmed 75 fraudulent claims filed on behalf of current and past employees 
resulting in approximately $25,775 in net payments made. We are working with the VEC to 
recover these funds. 
 
This identification and notification process has now been incorporated into the City’s standard 
claims process. 
 
Moving Forward 
As we continue to recover from the difficulties of the pandemic and return to some semblance 
of normal, we offer the following suggestions for consideration to further improve and enhance 
the City’s UI claims process and reduce the City’s risk of loss: 
 
1. Educate and/or retrain departmental leadership and staff responsible for handling 

and responding to VEC information requests. 
 

The training should include a review of the UI claims process with emphasis on the 
departmental responsibilities to ensure timely, accurate and adequate responses to VEC 
requests as well as the need to participate in the adjudication process. 
 
Written guidelines that outline responsibilities, expectations and instructions should be 
provided to current departmental liaisons and available as a reference on beachnet. 
 
Prompt notification of changes to the process should be communicated directly to 
departmental liaisons and posted online for future reference.  
 
Human Resources Response: Human Resources will provide additional information on 
Beachnet so that departmental liaisons are able to appropriately participate in the 
process. 

 
2. Consider using State Information Data Exchange System (SIDES) or SIDES E-

Response as a means of communication and electronic data exchange with VEC. 
 

SIDES and SIDES E-Response is a free tool created and maintained by the Department 
of Labor (DOL) and the National Association of State Workforce Agencies (NASWA) that 
allows employers to receive and respond electronically to UI information requests.  
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According to information available on the VEC website, use of SIDES or SIDES E-
Response streamlines the UI response process by: 
 

• Eliminating delays related to paper mail delivery; thereby allowing more time to 
gather information and respond timely; 

• Ensuring more complete information is provided through standard edits, 
validations and business rules; and, 

• Reducing paper handling and postage costs and the need for follow-up phone 
calls. 
 

Submitting separation reports electronically through the SIDES or SIDES E-Response 
would improve the timeliness and accuracy of these reports and aid in preventing 
improper payments.  
 
Human Resources Response: Human Resources will evaluate the feasibility and 
efficacy of using State Information Data Exchange System (SIDES) or SIDES E-
Response as a means of communication and electronic data exchange with VEC. 
 
 

3. Explore ways to facilitate information gathering and enhance monitoring and 
tracking of UI claims within the City’s human resource management system.  

 
The City’s decentralized process makes it difficult to ensure consistent, accurate and 
timely responses to VEC notifications and requests. Identifying and harnessing 
identification, reporting and documentation capabilities within the current and/or future 
human resource management system would strengthen the ability of Human Resources 
to monitor and control the process and reduce the City’s risk of loss. 
 
Human Resources Response: Human Resources is moving through the process to 
procure a new human capital management system. This option will be discussed with the 
vendor for possible inclusion in the future system. 

 
We commend the dedication and due diligence of the Human Resources staff involved in this 
process and would like to thank Finance/Accounts Payable, the City Attorney’s Office and the 
departmental liaisons in Parks and Recreation and Public Utilities for their prompt and courteous 
assistance.  
 
Should you have any question, please do not hesitate to contact me at (757) 385-5872 or via e-
mail at lremias@vbgov.com. 
 
 
 
 
LSR/GWH 

mailto:lremias@vbgov.com
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c: Kenneth L. Chandler, Deputy City Manager 
 Regina Hilliard, Director, Human Resources 
 Stacy E. Hawks, Employee Relations Manager 
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