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UNITED STATES RAILROAD RETIREMENT BOARD

OFFICE OF INSPECTOR GENERAL

April 29, 2011

The Honorable Michael S. Schwartz, Chairman
Railroad Retirement Board

844 North Rush Street

Chicago, lllinois 60611-2092

Dear Mr. Schwartz:

| am pleased to submit our Semiannual Report to the Congress. This report
provides a descriptive summary of our activities and accomplishments during the
period of October 1, 2010 through March 31, 2011. This report is submitted in
accordance with Section 5 of the Inspector General Act of 1978, as amended.
The Act requires that you transmit this report, along with any comments you may
wish to make, to the appropriate Congressional committees and subcommittees
within 30 days.

During this reporting period, we completed our audit of the RRB’s fiscal year
2010 financial statements, issuing an unqualified opinion. In addition we:

e published our “Letter to Management” detailing matters related to internal
control identified during the financial statement audit;

e prepared our statement on Management and Performance Challenges
Facing the Railroad Retirement Board;

e published the results of our annual evaluation of the agency’s information
security program; and

e reviewed the RRB’s Audit and Compliance Division.

Our criminal investigators achieved 38 criminal convictions, 52 indictments and
informations, 11 civil judgments, and more than $98 million in financial
accomplishments resulting from OI’s investigative work, including joint
investigations.

The Office of Inspector General sincerely appreciates the ongoing assistance
extended to our staff during the performance of their audits and investigations.
We look forward to a continued cooperative relationship.

Sincerely,

Original Signed by

Martin J. Dickman
Inspector General

844 N RUSH STREET CHICAGO IL 60611-2092 Printed on recycled paper
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INTRODUCTION

Railroad Retirement Board

The Railroad Retirement Board (RRB) is an independent agency in the executive
branch of the Federal government. The RRB administers comprehensive disability,
retirement-survivor, and unemployment-sickness insurance benefit programs for the
nation's railroad workers and their families. These programs are codified under the
Railroad Retirement Act (RRA) and the Railroad Unemployment Insurance Act (RUIA),
respectively. The agency’s central mission is to pay accurate and timely RRA and RUIA
benefits.

During fiscal year (FY) 2010, the RRB paid approximately $10.8 billion, net of
recoveries and offsetting collections, in retirement and survivor benefits to roughly
582,000 beneficiaries. The RRB also paid roughly $136.1 million, net of recoveries and
offsetting collections, in unemployment and sickness insurance benefits to almost
22,000 unemployment insurance beneficiaries and 18,000 sickness insurance
beneficiaries.

The RRB also has administrative responsibilities for certain benefit payments under the
Social Security Act, including the administration of Medicare benefits for qualifying
railroad workers and dependents. Pursuant to statutory authority, the RRB, in
consultation with the Centers for Medicare and Medicaid Services (CMS), awards and
monitors the single nationwide Medicare Part B Services contract. During FY 2010, the
Railroad Medicare contractor processed more than 10 million Railroad Medicare Part B
claims worth over $869 million in paid medical insurance benefits on behalf of more
than 468,000 Railroad Medicare beneficiaries.

Railroad Retirement Board Members

The Board consists of three members who are appointed, with the advice and consent
of the Senate, by the President of the United States. One Board member is appointed
upon the recommendation of railroad employers, another member is appointed upon the
recommendation of railroad labor organizations, and the third, who is the Chairman, is
appointed to represent the public’s interest. Board Members’ terms are five years in
length and expire in staggered years.

Office of Inspector General for the Railroad Retirement Board | Page 1
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EXECUTIVE SUMMARY

Office of Inspector General

The Railroad Retirement Solvency Act of 1983 amended the RRA to provide for an
Office of Inspector General (OIG) for the RRB. The 1988 amendments to the Inspector
General Act added the RRB to the list of covered agencies.

The Inspector General is a Presidential Appointee, with Senate confirmation, who
serves as an independent and objective voice to both the RRB Board Members and the
Congress. It is the Inspector General’s responsibility to promote economy, efficiency,
and effectiveness in the RRB’s programs and operations. To that end, the OIG
conducts audits/evaluations, management reviews, and inspections of the RRB’s
programs and operations. As a product of its efforts, the OIG offers recommendations
for agency improvement to RRB management. The OIG also identifies and investigates
cases of waste, fraud, and abuse in the RRB’s programs and operations. The OIG
works closely with Federal prosecutors and makes the appropriate referrals for criminal
prosecution, civil prosecution, monetary recovery, or administrative sanctions.

The OIG has approximately 50 employees assigned to three operational components:
the immediate Office of the Inspector General, the Office of Audit, and the Office of
Investigations. The OIG conducts operations from several locations: the RRB
headquarters in Chicago, lllinois; an investigative field office in Philadelphia,
Pennsylvania; and domicile investigative offices in Arlington, Virginia; Houston, Texas;
Miami, Florida; New York, New York; and San Diego, California. These domicile offices
provide increased investigative presence and aide in the effective and efficient
coordination of joint investigations with other Inspector General offices and law
enforcement agencies.

Office of Audit

The Office of Audit (OA) conducts financial, performance, and compliance audits and
evaluations of the RRB’s programs and operations. During this reporting period, the
OA:

e published the results of their annual evaluation of the agency’s information
security program;

o completed its annual audit of the RRB's comparative financial statements for the
fiscal years ended September 30, 2010 and 2009 along with the related reports
on internal control and compliance;

Office of Inspector General for the Railroad Retirement Board | Page 2
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e prepared the Inspector General's statement of Management and Performance
Challenges Facing the Railroad Retirement Board;

e published a "Letter to Management" detailing matters related to internal control
identified during the financial statement audit; and

¢ reviewed the RRB’s Audit and Compliance Division.

All audits completed during this reporting period are discussed in further detail on pages
4 through 11. All reports/evaluations are available on our website at www.rrb.gov/oig.

Office of Investigations

The Office of Investigations (Ol) focuses its efforts on identifying, investigating, and
presenting RRB benefit fraud cases for prosecution. Ol conducts investigations
throughout the United States relating to:

e the fraudulent receipt of RRB disability, unemployment-sickness, and retirement-
survivor benefits;

e Railroad Medicare fraud;

o false reporting by railroad employers; and

e criminal violations and misconduct by RRB personnel.

Investigative efforts can result in criminal convictions; civil judgments and penalties;
administrative recovery of program benefit funds; and/or administrative sanctions.
From October 1, 2010 through March 31, 2011, Ol achieved:

6 arrests;

52 indictments and informations;

38 convictions;

11 civil judgments;

43 referrals to the Department of Justice; and

more than $98 million" in financial accomplishments.

Defendants, in the aggregate, were sentenced to more than 91 years of jail, 91 years of
probation, 3 years of suspended sentences, and 520 hours of community service.
Additional details regarding OI’s activities are discussed on pages 12 through 21.

' The total amount of financial accomplishments reflect fraud amounts related to programs administered
exclusively by the RRB and fraud amounts from other Federal programs such as Medicare or Social Security
which were included in the disposition resulting from the investigation.

Office of Inspector General for the Railroad Retirement Board | Page 3
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OCTOBER 1, 2010 - MARCH 31, 2011
ACCOMPLISHMENTS

Office of Audit

Congress established the OIG to provide independent oversight of the RRB. Within the
OIG, the mission of OA is to promote economy, efficiency, and effectiveness in the
administration of the RRB’s programs and operations; and to detect and prevent fraud,
waste, and abuse. Through the Inspector General, OA keeps Board Members and the
Congress informed of current and potential problems and deficiencies in the RRB’s
operations. OA also tracks the agency’s progress towards corrective action.

Brief summaries of all audits completed during this semiannual reporting period follow.

Fiscal Year 2010 Evaluation of Information Security at
the Railroad Retirement Board

OA’s report entitled Fiscal Year 2010 Evaluation of Information Security at the Railroad
Retirement Board was published on November 5, 2010. The objective of this evaluation
was to fulfill the requirements of the Federal Information Security Management Act of
2002 (FISMA). FISMA mandates that agencies develop, document, and implement an
agency wide information security program and establishes minimum requirements for
the management of information security.

The RRB has made significant progress in implementing an information security
program that meets the requirements of FISMA; yet a fully effective program has not
been achieved. For example, the RRB has taken action to address their significant
deficiency in access controls; but a significant deficiency remains in internal control over
the certification and accreditation review process of contractor deliverables.

During FY 2010, OA observed that: (1) the RRB’s program for ensuring agency servers
comply with required configuration settings is not fully effective and (2) the agency did
not complete external reports of all Category 1 security incidents.

The RRB continues to address open audit recommendations pertaining to previously
identified weaknesses in the following areas:

security plans;

information security and privacy training;
periodic testing and evaluation;

an effective remedial action process;

Office of Inspector General for the Railroad Retirement Board | Page 4
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continuity of operations;
access controls;

the inventory of systems;
risk assessment; and
privacy.

|

An abstract summary of this audit report is posted in the library section of OIG’s website
at www.rrb.gov/oig. The full report includes information protected from disclosure and
has been designated for limited distribution pursuant to 5 U.S.C. § 552.

Opinion on the Financial Statements

During this reporting period, OA completed its annual audit of the RRB’s comparative
financial statements for the fiscal years ended September 30, 2010 and 2009. The OIG
offered an unqualified opinion on the financial statements, concluding that the financial
statements, including accompanying notes, presented fairly, in all material respects, in
conformity with U.S. generally accepted accounting principles, the financial position of
the RRB, its consolidated net cost of operations and changes in net position, and
combined budgetary resources as of and for the fiscal years ended September 30, 2010
and 2009 and the financial condition of the Railroad Retirement program as of January
1, 2010, 2009, 2008, 2007, and 2006.

Report on Internal Control

In planning and performing the audit of the agency’s financial statements, OA
considered the RRB’s internal control over financial reporting and compliance. OA
considered internal control to determine its procedures for auditing the financial
statements and to comply with Office of Management and Budget (OMB) audit
guidance, and not to express an opinion on internal control. OA reported the following:

e With respect to previously reported control deficiencies, the RRB has made
progress strengthening its information security program but this effort is not yet
complete and remains an area of material weakness.

e The agency has corrected the previously cited material weakness over financial
reporting by demonstrating improved controls in this area.

e The previously reported material weakness for non-integrated subsystems
continues to exist because agency efforts are not yet complete.

Office of Inspector General for the Railroad Retirement Board | Page 5
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Report on Compliance with Laws and Regulations

The OA’s audit of the RRB’s financial statements included tests of compliance with
selected provisions of laws and regulations, including laws governing the use of
budget authority, and other laws and regulations that could have a direct and material
impact on the RRB’s basic financial statements.

The OA'’s tests of compliance with selected provisions of laws and regulations
disclosed no instances of non-compliance that are reportable under U.S. generally
accepted government auditing standards or OMB guidance. However, the objective
of the audit was not to provide an opinion on overall compliance with laws and
regulations and they did not express an opinion.

Management and Performance Challenges Facing the
Railroad Retirement Board

OA’s Management and Performance Challenges Facing the Railroad Retirement Board
is published in RRB’s annual Performance and Accountability Report. This statement is
prepared pursuant to the Reports Consolidation Act of 2000 and the requirements of
OMB Circular A-136. This Circular requires OIGs to identify the most serious
management challenges facing their parent agency and to briefly assess the agency’s
progress in addressing those challenges.

The following section summarizes each management and performance challenge
discussed in this statement.

Providing Oversight of Invested Assets of the Railroad Retirement Act Program

The Railroad Retirement and Survivor's Improvement Act of 2001 (RRSIA) created the
National Railroad Retirement Investment Trust (NRRIT), independent of the RRB, to
manage and invest railroad retirement assets in a diversified investment portfolio in the
same manner as those of private sector retirement plans. Although, the RRB maintains
a reserve to pay benefits as they come due, approximately 80% of the agency’s total
assets, $23.8 billion, were entrusted to the NRRIT at the end of FY 2010.

Subsequent to the enactment of legislation and creation of the NRRIT, an agreement
was reached on a Memorandum of Understanding (MOU) calling for the NRRIT to
provide additional financial reports to the RRB and other entities on a monthly basis.
This interagency MOU is currently being revised to require additional financial
information for the annual audit of the NRRIT financial statements. However, we
believe that an annual financial statement audit is not adequate to protect the Railroad

Office of Inspector General for the Railroad Retirement Board | Page 6
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Retirement program and a more active oversight role is warranted which would include
performance audits.

Disability Program Integrity

Each year the RRB sends Disability Reminder Notices to disabled annuitants under
age 65. Due to the substantial amount of non-reporting of work/earnings by disability
annuitants in the past, the OIG believes that the “reminder” notice does not go far
enough to prevent non-eligible disability annuitants from receiving benefits.

Previously, we recommended a number of oversight improvement including amending
the current disability reminder notice process to allow the RRB to annually assess
benefit eligibility. In response to our concerns, the RRB’s three-member Board directed
agency officials to establish a working group to propose revisions to agency processes,
forms, procedures, or systems. The RRB’s Disability Working Group identified
opportunities to strengthen program integrity in the disability program by building on
existing processes and developing new initiatives; however, they did not endorse the
implementation of the OIG’s recommendation for a universal reporting requirement.

We stand by our original recommendation for a universal reporting requirement.

Railroad Medicare Program Integrity

In order to establish an effective partnership in the fight against Medicare fraud, the
RRB is challenged to ensure that the Railroad Medicare program data is compatible
with the fraud prevention technology of the 21 century. As the Federal government
moves toward real-time data review, the RRB should initiate an open dialogue with
CMS to overcome potential data compatibility issues that may preclude full participation
in real-time analysis fraud prevention technology. This new technology brings greater
transparency to the Medicare program and would be a vast improvement of the current
system of after-the-fact analysis. We also recommend that the Railroad Medicare

Part B carrier work with the RRB and CMS to resolve data deficiencies identified by our
September 30, 2010 audit entitled Railroad Medicare Services Billed with Dates of
Service after the Beneficiaries’ Dates of Death.

Additional details regarding our commitment to Railroad Medicare program integrity are
discussed on pages 23 through 25 of this report.

Information Technology Security

The OIG evaluated information security pursuant to the provisions of FISMA and
concluded that the RRB has not yet achieved an effective FISMA-compliant security
program. Although agency managers are working to strengthen controls, management
action in response to internal control over certification and accreditation had either not

Office of Inspector General for the Railroad Retirement Board | Page 7
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been completed as of the end of the current reporting period, or had not been in place
long enough to permit evaluation. Once completed, the certification and accreditation
process will help to ensure that the RRB complies with FISMA requirements. Additional
details regarding this issue are discussed in Appendix D, Significant Matters.

Financial Accounting and Reporting
OA has determined that RRB has corrected this previously reported material weakness.
Internal Control Over Non-Integrated Subsystems — Financial Reporting

The RRB'’s financial reporting control structure is not comprehensive with respect to the
reconciliation of the general ledger to non-integrated sub-systems. The OIG previously
reported this issue as a result of its audits of the agency’s financial statements
performed during FYs 2000, 2001, 2008, and 2009. During the fourth quarter of

FY 2010, the agency created an inventory of the various non-integrated systems that
support financial accounting. Although this shows that progress is being made to
address this material weakness, the agency has not yet implemented a comprehensive
reconciliation process with adequate separation of duties. RRB managers are working
to address this weakness. Additional details regarding this issue are discussed in
Appendix D, Significant Matters.

Preventing and Detecting Improper Payments

During FY 2010, the RRB recognized nearly $54 million in new overpayments in its
retirement, survivor, and disability benefit operations of which nearly 70% were
associated with routine events such as the death of an annuitant or the administrative
coordination of benefits with the Social Security Administration. The Improper
Payments Elimination and Recovery Act of 2010 focuses a significant amount of
attention on improper payments and as the agency moves forward, they must recognize
the challenges posed by this new legislation and continue to identify opportunities for
improvement.

Fiscal Year 2010 Financial Statement Audit Letter to
Management

On January 25, 2011, OA issued the Fiscal Year 2010 Financial Statement Audit Letter
to Management. This letter transmits OA’s memorandum on internal control
communicating certain internal control matters that came to their attention during the
financial statement audit.

Office of Inspector General for the Railroad Retirement Board | Page 8
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In addition to the previously discussed material weaknesses, OA noted certain other
matters involving the RRB’s internal control structure and its operation. Although these
matters do not rise to the level of a material weakness or significant deficiency, either
individually or in the aggregate, they represent areas in which control weaknesses
increase the risk of error or mishandling:

e Controls over report preparation are not fully effective.

e Controls over the Federal Financial Systems used by the RRB to support general
ledger accounting for proprietary and budgetary transactions are not fully
effective.

¢ Some RRB general ledger accounts are not in agreement with the U.S. Standard
General Ledger.

RRB Management has agreed to take action on our recommendations relating to the
above findings.

Review of the Railroad Retirement Board’s Audit and
Compliance Division

OA reviewed the RRB’s Audit and Compliance Division (ACD) in the Bureau of Fiscal
Operations (BFO). The ACD conducts external audits of railroad employers to ensure
compliance under the RRA and the RUIA, and verifies the accuracy and timeliness of
reported compensation and contributions. The purposes of the review were to
determine if ACD’s audits were conducted in compliance with Generally Accepted
Government Auditing Standards (GAGAS), and if audit results were factually accurate
and supported by competent evidence.

OA reported the following key findings:

Audits were not conducted in accordance with GAGAS.

Audit reports included an unmodified GAGAS statement.
e Audit results were not fully supported.

e OA identified an error related to the verification of employer information with the
Internal Revenue Service which could impact reported creditable compensation
amounts by an estimated $1.7 million.

e Audit timeliness and follow-up need improvement.

Office of Inspector General for the Railroad Retirement Board | Page 9
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To improve operations, the OIG recommended that BFO:

Establish comprehensive written policies and procedures to ensure audits are
conducted in compliance with required GAGAS.

e Remove the GAGAS statement from ACD’s audit reports until they can ensure
that all required GAGAS have been met.

¢ Require ACD management and audit staff to complete a comprehensive GAGAS
training course.

e Institute a system for quality control which includes procedures to verify that the
audit work meets the requirements of GAGAS.

¢ Quantify the differences in creditable compensation identified during the audit.

¢ Implement effective management controls including a control environment which
promotes conscientious management.

BFO agreed to take corrective action for all 17 of our recommendations.

Concerns Related to the Railroad Retirement Board’s
Audit and Compliance Division’s Employer Audit
Reports

Due to the above described deficiencies identified in ACD’s audit and reporting process,
the OIG initiated a subsequent review to identify additional areas of concern related to
ACD’s employer audit reports. We did not make formal recommendations based upon
this review because we had recently made widespread recommendations for corrective
action in our February 1, 2011 audit report entitled Review of the Railroad Retirement
Board’s Audit and Compliance Division. However, we wanted to highlight additional
OIG concerns for consideration during ACD’s implementation of corrective action and
revision of its policies and procedures.

e ACD’s employer audit reports do not clearly answer one of their primary audit
objectives of determining the accuracy of creditable service and compensation
reports filed under the RRA.

e ACD uses materiality thresholds in their employer audit reports without defining
these levels, or in some cases, informing the reader of their use.
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e ACD did not complete their employer audit reports in a timely manner and did not
always select the best years for review based upon the timing of their audit work.

Management Decisions and Implementation

The OIG tracks the implementation of its recommendations to RRB management. OMB
Circular No. A-50 (Revised) and the Inspector General Act Amendments of 1988 require
the reporting of management decisions and corrective actions for all audit
recommendations.

Management Decisions ‘

Requiring Management Decision on October 1, 2010

Pending Management Decision for New
Recommendations

Management Decision on Previous Recommendations

Recommendations Pending Management Decision on
March 31, 2011

Corrective Action ‘

o | o O | O

Recommendations Requiring Action on October 1, 2010 1532
Recommendations Issued During Reporting Period 22
Corrective Actions Completed During Reporting Period 32
Recommendations Rejected During Reporting Period 0
Final Actions Pending on March 31, 2011 143

? Reflects an adjustment to a recommendation addressed to the Chief Financial Officer.
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Office of Investigations

Ol's primary objective is to identify, investigate, and refer for prosecution or monetary
recovery action cases of waste, fraud, and abuse in the RRB’s programs. Ol also seeks
to prevent and deter program fraud by reporting systemic weaknesses in the RRB’s
operations and processes as identified through investigative work. In order to maximize
the impact of its resources, Ol continues to pursue cooperative investigative activities in
coordination with other Inspectors General and law enforcement agencies, such as the
Federal Bureau of Investigation, the U.S. Secret Service, and the Postal Inspection
Service.

Investigative Accomplishments®

Action October 1, 2010 —
March 31, 2011

Referrals to the Department of

. 43
Justice
Indictments/Informations 52
Arrests 6
Convictions 38
Civil Complaints 2
Civil Judgments 11
Restitution and Fines $97.4 Million
Civil Damages and Penalties $424,594
Investigative Recoveries* $318,152
Community Service Hours 520

® The total amount of financial accomplishments in this table reflect fraud amounts related to programs
administered exclusively by the RRB and fraud amounts from other Federal programs such as Medicare or
Social Security which were included in the disposition resulting from the investigation.

* RRB benefits that are overpaid due to fraud and can be recouped through RRB administrative recovery
action are expressed as investigative recoveries.
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Current Caseload

During this semiannual reporting period, Ol reviewed 250 matters and opened 188 new
cases.

Investigative Caseload Data ‘

Investigative Cases Open as of October 1, 2010 405
Investigative Cases Opened During Reporting Period 188
Investigative Cases Closed During Reporting Period 135
Investigative Cases Open as of March 31, 2011 458

Ol’s current caseload totals 458 matters, representing approximately $37 million® in
potential fraud. The chart below reflects the distribution of Ol cases and potential fraud
losses by RRB major program area.

82 Cases 48 Cases
$29.5 Million $1.3 Million

m Other
m Disability
Unemployment & Sickness

B Retirement
49 Cases

$1.0 Million ® Medicare

159 Cases
$3.6 Millon

120 Cases
$1.4 Million

Other case type is an amalgam of various types of cases involving matters such as misconduct by RRB
employees, threats against agency employees, false reporting by railroad employers, and others.

® This reflects potential fraud amounts related to programs administered exclusively by the RRB and potential
fraud amounts from other Federal programs such as Medicare or Social Security which have been identified
during OI’s joint investigative work.
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Representative Investigations
October 1, 2010 — March 31, 2011

Disability Investigations

Ol conducts fraud investigations relating to the RRB's disability program. Railroad
workers who are awarded a disability annuity by the RRB are subject to work
restrictions and earnings limitations. Disability benefit fraud often involves
sophisticated schemes to hide disqualifying work activities from the RRB.

During this reporting period, Ol obtained eight convictions and six civil judgments in
disability fraud cases. The defendants received, in the aggregate, sentences totaling
2 months of jail, 15 "2 years of probation, 280 hours of community service, and were
ordered to pay approximately $742,000 in restitution, fines, and civil
damages/penalties.

Descriptions of representative cases completed during this reporting period follow.
Annuitant Failed to Accurately Report Earnings to the RRB

Ol Special Agents investigated an RRB disability annuitant who failed to accurately
report his income and excess earnings from his job as an investigator/litigant recruiter
for two law firms. The annuitant actively hid excessive earnings from the RRB by
structuring his salary to receive compensation well beyond the allowable amount in the
form of cars; health and car insurance premiums; extensive entertainment and business
related expenses; and cash reimbursements instead of salary. The annuitant’s failure
to report his income to the RRB caused him to fraudulently receive over $278,000 in
disability payments.

This case was referred to the United States Attorney’s Office for the Southern District of
Ohio and they entered into a settlement agreement with the annuitant and his wife for
$200,000.

Annuitant Reported Earnings under his Brother's Name and
Social Security Number

Based upon a referral from a state agency, Ol Special Agents investigated an RRB
disability annuitant who, in order to conceal his income from the RRB, had his earnings
reported under his brother’'s name and social security number. The annuitant’s failure
to report his income to the RRB caused him to fraudulently receive more than $118,000
in disability payments.
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This case was referred to the United States Attorney’s Office for the Western District of
Virginia. The United States Attorney’s Office filed an information against the annuitant
for Theft of Government Funds. The annuitant pled guilty and was sentenced to

60 days in jail, 6 months of home confinement, 2 years of probation, and full restitution.

Disability Annuitant Fails to Report Excess Earnings

Special Agents investigated an RRB disability annuitant who had reported his self-
employment and ownership of a construction business to the RRB but failed to report
his excess earnings. Their investigation revealed that during the period of January
2006 through December 2007 the annuitant earned wages in excess of the allowable
amount established by the RRA. The annuitant’s failure to report his excess earnings to
the RRB caused him to fraudulently receive more than $55,000 in disability payments.

This case was referred to the United States Attorney’s Office for the Western District of
Washington. The United States Attorney’s Office filed an information against the
annuitant for Theft of Government Funds. He pled guilty and was sentenced to 3 years
of probation, 4 months of home detention, 200 hours of community service, and full
restitution.

Unemployment - Sickness Insurance Investigations

Unemployment Insurance (Ul) - Sickness Insurance (Sl) benefit fraud involves
individuals claiming and receiving Ul or S| benefits while working and receiving wages,
in violation of Federal law, from an employer. Ol receives the majority of these cases
from the RRB’s Disability, Sickness, and Unemployment Benefits Division as a result of
information developed through state wage matching programs. The RRB conducts
computer wage matches with various states to identify claimants who may have
collected RRB administered Ul or S| benefits on the same days they received wages
from a private employer.

During this reporting period, Ol obtained four convictions and four civil judgments for Ul
and Sl fraud cases. Defendants in these cases received, in the aggregate, 7 72 years of
probation and were ordered to pay almost $75,000 in restitution, fines, and civil
damages/penalties.

The following are examples of Ul and Sl cases completed during this reporting period.
Judgment Entered Against Ul Claimant

Ol initiated an investigation of an RRB Ul claimant based upon an agency referral. Ol's
subsequent investigation determined that during the period of July 2006 through
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December 2006, the claimant applied for RRB Ul benefits on the same days he was
working and being paid by a private employer. He submitted a total of 10 false claims
when applying for benefits by intentionally not reporting his employment. His actions
resulted in the theft of more than $6,000 in Ul benefits.

This case was referred to the United States Attorney’s Office for the District of New
Jersey. The United States Attorney’s Office filed a civil complaint for violations of the
False Claims Act. Subsequently, the District Court entered a judgment for over $25,000
against the claimant.

S| Claimant Fails to Report Work and Earnings to the RRB

Ol initiated an investigation of an RRB Sl claimant based upon an agency referral. Ol’s
subsequent investigation determined that during the period of September 2006 through
February 2007, the claimant applied for RRB Sl benefits on the same days he was
working for a private employer. The claimant failed to report his work and earnings to
the RRB and fraudulently received more than $5,000 in S| benefits.

This case was referred to the United States Attorney’s Office for the Western District of
Virginia. The United States Attorney’s Office filed an information against the annuitant
for Theft of Government Funds. The annuitant pled guilty and was sentenced to one
year of probation and full restitution.

Retirement-Survivor Benefits and Representative Payee
Investigations

The RRA pro