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UNITED STATES RAILROAD RETIREMENT BOARD 

 
OFFICE OF INSPECTOR GENERAL 

 
 

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

 April 30, 2010 
 

The Honorable Michael S. Schwartz, Chairman 
Railroad Retirement Board   
844 North Rush Street 
Chicago, Illinois  60611-2092 
 
Dear Mr. Schwartz: 
 
I 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, 2009 through March 31, 2010.  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 
2009 financial statements, issuing an unqualified opinion.  In addition we: 
 

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

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

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

• examined the RRB’s compliance with sections 2201(a)(1)-(5) and 2006(a) 
of the American Recovery and Reinvestment Act of 2009.  

 
Our criminal investigators achieved 19 criminal convictions, 25 indictments 
and/or informations, 10 civil judgments, and established receivables totaling over 
$1.6 million. 
 
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 
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Appendix A – Office of Inspector General Reports and Other 
Publicly Available Documents Issued 

 
• Management and Performance Challenges Facing the Railroad Retirement Board, 
October 16, 20099 
 
• Opinion on the Financial Statements of the Railroad Retirement Board for the Fiscal Year 
ending September 30, 2009, November 9, 200910 
 
• Fiscal Year 2009 Evaluation of Information Security at the Railroad Retirement Board, 
November 12, 2009 
 
● Fiscal Year 2009 Financial Statement Audit Letter to Management, March 11, 2010 
 
• Examination of Management’s Assertion of Compliance with the Economic Recovery 
Payment Provisions of the American Recovery and Reinvestment Act of 2009, 
March 18, 2010 
 
• Examination of Management’s Assertion of Compliance with the Extended Unemployment 
Benefit Payment Provisions of the American Recovery and Reinvestment Act of 2009, 
March 24, 2010 
 

All audits and other publicly available documents are available on our website 
at www.rrb.gov/oig.

                                                       
9 Published as pages 111 – 115 of the Railroad Retirement Board’s Fiscal Year 2009 Performance and 
Accountability Report. 
10 Published as pages 99 – 106 of the Railroad Retirement Board’s Fiscal Year 2009 Performance and 
Accountability Report. 
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Appendix B – Audit Reports with Questioned Costs or 
with Recommendations That Funds be Put to Better Use 

 

   

 
 
 
 

Audit Reports 
with 

Questioned 
Costs  

Amount of 
Questioned 

Costs 

Amount of 
Unsupported 

Costs 
A. For which no management decision had 
been made by October 1, 2009 0 0 0 
B. Which were issued from October 1, 2009 
through March 31, 2010 0 0 0 

Subtotal (A + B) 0 0 0 
C. For which a management decision was 
made between October 1, 2009 through  
March 31, 2010 

0 0 0 

(i) dollar value of disallowed costs 0 0 0 

(ii) dollar value of costs not disallowed 0 0 0 
D. For which no management decision had 
been made by March 31, 2010 0 0 0 
E. Report for which no management 
decision was made within six months of 
issuance 

0 0 0 

 
 
 

Audit reports with  
Recommendations 

that Funds Be Put to  
Better Use 

Dollar 
Value 
Value 

A. For which no management decision had been made by 
October 1, 2009 0 0 

B. Which were issued from October 1, 2009  through 
March 31, 2010 0 0 

C. Subtotal (A + B) 0 0 
(i) dollar value of disallowed costs 0 0 

(ii) dollar value of costs not disallowed 0 0 
D. For which no management decision had been made by 

March 31, 2010 0 0 
E. Report for which no management decision was made 

within six months of issuance 0 0 
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Appendix C – Report on Receivables, Waivers, and 
Recoveries 

 
The FY 1999 appropriations language for OIG requires the reporting of additional 
information concerning actual collections, offsets, and funds put to better use achieved 
as a result of OIG’s activities.  
 

Office of Investigations 
 
Recoveries realized by the RRB resulting from court-ordered restitution and civil 
damages: 
 

Fiscal Year Amount 
Recovered 

 1999 $  855,655

 2000 $1,038,134

 2001 $  990,356

 2002 $  785,843

 2003 $  947,876

 2004 $  646,273

 2005 $  844,183

 2006 $1,281,680

 2007 $1,347,049

2008 $1,389,489

2009 $1,097,227

10/1/09 – 3/31/10 $581,425
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Appendix C – Continued 
 

Office of Audit 
 

 
Report 

 

Funds to be 
put to better 

use 

Funds  
Agreed by 

Management 

Receivables 
Established 

 
Waivers

Recoveries 
to Date11 

99-03 $50,850 $50,850 $50,850 $50,490 $360
99-14 $83,000 $83,000 $34,423  $30,584
99-16    $48,000,000 $48,000,000  $14,800,000
99-17 $11,000,000 $11,000,000  $1,604,545
00-16 $235,000 $235,000  $253,846
03-06 $306,129 N/A $0 $0 $306,129
04-06 $821,000 $821,000 $604,429 $5,564 $629,688 
04-10 $400,000 $400,000  $761,151
05-03 $1,800,000 $1,800,000 $4,587,453 $337,700  $1,718,252
05-06 $10,000 $10,000  $42,915
05-07 $1,070,000 $1,070,000 $50,581  $51,229
05-10 $2,600,000 $2,600,000 $311,000 
06-04 $257,000 $257,000
06-05 $2,100 $2,100  
06-06 $200,000 $200,000 $13,712  $20,369
09-02 $600,000 $600,000  $265,672

 
  

                                                       
11 Both overpayments and underpayments are included in this column. 
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Appendix D – Significant Matters 
 

The OIG has identified deficiencies in controls over financial reporting and information 
security as significant matters.  A summary of the issues and related recommendations 
for corrective action follow. 

Financial Reporting 
The OIG previously identified internal control over financial reporting as a material 
weakness.  As a result, financial accounting controls cannot be relied upon to ensure 
that material errors will be detected to prevent misstatements in financial reporting. 
RRB financial managers have worked to strengthen internal control over financial 
reporting during FY 2009.  During the third quarter of FY 2009, the agency implemented 
enhanced controls to address the weaknesses that, in the aggregate, were the basis for 
the OIG's assessment of a material weakness during the prior year.12  However, 
because these enhanced controls were not implemented until mid-year, they could not 
be relied upon to ensure the accuracy of accounting and reporting for FY 2009 and had 
not been in operation for a period of time sufficient to support an assessment of overall 
effectiveness. 
 
Compliance with requirements February 9, 2007 Report OIG: 07-01, #11 
Report preparation March 6, 2008 Report OIG: 08-01, #9 
Transaction documentation March 6, 2008 Report: OIG 08-01, #11 
Journal voucher preparation and recording March 24, 2009 Report: OIG 09-02, #2 and 4 

 
Information Security 

The OIG previously evaluated information security pursuant to the provisions of the 
Federal Information Security Management Act of 2002 (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 the following OIG recommendations had either not been completed as of the end of 
the current semiannual reporting period or had not been in place long enough to permit 
evaluation.  
 
Access Controls February 5, 2002 Report OIG 02-04, #20 and 21 
 June 7, 2005 Report DSD Web, #16  
 September 27, 2007 Report OIG 07-08, #1 
 March 24, 2009 Report OIG 09-02, #7 and 8 
 September 30, 2009 Report OIG 09-05, #8, 11, 12, 

15, 19, and 20 
 September 30, 2009 Report OIG 09-06, #3, 4, and 6 
Internal Control Over Certification and 
Accreditation 

July 18, 2005 Report OIG 05-08, #4 

 September 30, 2008 Report OIG 08-05, #2 and 7 
 November 12, 2009 Report OIG 10-01, #1 and 5 

                                                       
12 "Fiscal Year 2008 Financial Statement Audit Letter to Management," OIG Report No. 09-02, March 2009. 
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Appendix E13 – Management Reports  
 

 
 

Final Action on Audits with Disallowed Costs 
 

For the 6-Month Period Ending 
March 31, 2010 

 Number of 
audit reports 

 Disallowed
costs 

     
A. Audit reports, with management decisions, on 

which final action had not been taken at the 
beginning of the period. 

  
 0 

  
 $ 0 

B. Audit reports on which management decisions 
were made during the period. 

  
 0

  
 $ 0 

     
C. Total audit reports pending final action during 

the period.  (A + B) 
  

 0
  

 $ 0
     
D. Audit reports on which final action was taken 

during the period. 
 

1. Recoveries 

    

(a)  Collections and offsets   0   $ 0
     
(b)  Property   0   $ 0
     
(c)  Other   0   $ 0
     

2. Recovery Waived   0   $ 0
     
3. Total of 1 and 2   0   $ 0
     

E. Audit reports needing final action at the end of 
the period (C - D.3) 

  
   0

  
  $ 0

 
  

                                                       
13 Appendix E was prepared by RRB management. 
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Appendix E – Continued 
 
Management Report on Final Action on Audits with 

Recommendations to Put Funds to Better Use for the 
6-Month Period Ending March 31, 2010 

 
  Number of

audit reports
 Funds to be 

put   to better use
A. Audit reports, with management decisions, on 

which final action had not been taken at the 
beginning of the period. 

  
 

4

  
 

$2,602,1001

     
B. Audit reports on which management decisions 

were made during the period. 
  

0
  

$0
     
C. Total audit reports pending final action during 

the period.  (A + B) 
  

4
  

$2,602,100
     
D. Audit reports on which final action was taken 

during the period. 
 

1. Value of recommendations implemented 
(completed) 

  
 
 
 

1

  
 
 
 

$1,800,0002 

     
2. Value of recommendations that 

management concluded should not or 
could not be implemented (completed) 

  
 

0

  
 

$0
     
3. Total of 1 and 2  1  $1,800,000
     

E. Audit reports needing final action at the end of 
the period (C - D.3) 

  
3

  
$802,100

     
1. Comprised of the following amounts:  $1,800,000 from Audit Report 05-03, “Evaluation of the RRB’s 

Processing of Disability Earnings Cases,” $2,100 from Audit Report 06-05, “Review of Compliance with 
Provisions of the Railroad Retirement Act Governing the Initial Award of Benefits,” $200,000 from Audit 
Report 06-06, “Review of the Termination and Suspension of Benefits Paid Under the Railroad 
Retirement Act,” and $600,000 from Audit Report 09-02, “Fiscal Year 2008 Financial Statement Audit 
Letter to Management.”  

2. Audit Report 05-03, “Evaluation of the RRB’s Processing of Disability Earnings Cases.” 
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Appendix E – Continued 

Management Statement on Resolved Audit Reports Over 
12 Months Old with Final Action Pending as of March 31, 2010 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
Fiscal Year 2000 Financial Statement 
Audit (01-03) 
 
 

2/23/01 NONE NONE While help desk procedures have been 
upgraded, the Bureau of Information 
Services is still developing reports to 
close the last open recommendation. 
 

Review of Information Security at the 
Railroad Retirement Board (02-04) 

2/5/02 NONE NONE Information Services has closed 24 
recommendations and hopes to close 
the remaining 4 in FY10. 
 

Inspection of Unverified Records in the 
RRB’s Employment Data Maintenance 
System (03-06) 

3/20/03 NONE NONE Programs reviewed all 20,000 records 
and are using a recently implemented 
tracking system to close the last  
recommendation in FY10, however due 
to ARRA and WHBAA work, project 
extended to 12/31/2011 to be 
completed. 
  

Review of RRB Compliance with Federal 
Laws and Regulations on Competitive 
Sourcing (05-02) 

12/6/04 NONE NONE Information Services completed an 
initial feasibility study of sourcing 
information technology activities but 
continues to investigate alternate 
approaches and use contractor 
support. 
 

Review of Internal Control Over the 
Actuarial Projection Process (05-04) 

5/5/05 NONE NONE The Chief Actuary indicated that they 
are reviewing their options to best 
implement this recommendation.  
  

Review of Customer Service Performance 
Measures for Timeliness of Initial Railroad 
Retirement Annuity Payments (05-05) 
 

5/17/05 NONE NONE System changes are still being made to 
address the remaining open 
recommendation in FY11. 
 

Review of LAN, LAN Security Scan and 
Web-based Applications (DSD) 

6/7/05 NONE NONE These contractor-prepared confidential 
reports contained 45 
recommendations, with two-thirds 
closed thus far. 
 

Review of Access Controls in the End-
User Computing General Support System 
(05-08) 

7/18/05 NONE NONE Information Services has closed 14 of 
15 recommendations in this 
confidential report. New risk 
assessment must be submitted for 
remaining case. 
  

Fiscal Year 2005 Evaluation of Information 
Security at the Railroad Retirement Board 
(05-11) 
 

9/28/05 NONE NONE Information Services continues to 
develop policies and procedures.  
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Appendix E – Continued 

Management Statement on Resolved Audit Reports Over 
12 Months Old with Final Action Pending as of March 31, 2010 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
Accuracy and Reliability of GPRA 
Performance Measures: Timeliness of 
Non-Disability Survivor Annuity Payments 
(06-03) 
 

1/30/06 NONE 
 
 

NONE Programs have closed three of the 
seven recommendations. Work is 
delayed due to higher priority project. 
In addition further info is needed from 
OIG. 
 

Review of Compliance with the Provisions 
of the Railroad Retirement Act Governing 
the Initial Award of Benefits (06-05) 

4/12/06 NONE $2,100 Programs staff closed four of the five 
recommendations. Project is awaiting 
completion of AARP project. 
 

Review of the Termination and 
Suspension of Benefits Paid Under the 
Railroad Retirement Act (06-06) 

5/24/06 NONE $200,000 Programming work on a referral system 
is pending that should close out the 
remaining open recommendation. 
 

Review of Incident Handling and 
Reporting at the Railroad Retirement 
Board (06-09) 

8/24/06 NONE NONE Work continues on training material 
and progress has been made to 
updating of policies. 
 

Fiscal Year 2006 Financial Statement 
Audit (07-01) 

2/9/07 NONE NONE The agency has closed 19 of the 20 
recommendations, with action on the 
final one to be verified as part of the 
FY08 financial statement audit. 
Submitted documentation to OIG for 
review. However OIG indicate they will 
evaluate implementation of this 
recommendation during FY2010 
financial statement audit. 
 

Audit of the DAISY/CHICO Component 
Application of the RRA Benefit Payment 
Major Application System (07-02) 

3/9/07 NONE NONE Documentation was submitted to OIG 
for implementation on one 
recommendation and coordination with 
another agency is needed and 
resources were unavailable on the 
other two recommendations. 
 

Audit of the State Wage Match Data 
Transmission Controls (07-04) 

3/28/07 NONE NONE Coordination required with outside 
agencies.  Programs plans to complete 
action to address the two remaining 
open recommendations in FY10. 
 

Evaluation of the Railroad Retirement 
Board’s Privacy Program (07-06) 

7/30/07 NONE NONE New CPO was appointed.  Additional 
funding and resources were needed.  
Of the 15 recommendation, 6 have 
been closed with the remainder 
targeted for completion during FY10. 
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Appendix E – Continued 

Management Statement on Resolved Audit Reports Over 
12 Months Old with Final Action Pending as of March 31, 2010 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
Audit of Federal Income Taxes Withheld 
from Railroad Retirement Annuities (07-
07) 

7/30/07 NONE NONE Coordination required with another org. 
Three of the six recommendations 
have been closed, with the rest 
targeted for completion in FY10. 
 

Fiscal Year 2007 Evaluation of Information 
Security at the Railroad Retirement Board 
(07-08) 
 

9/27/07 NONE NONE Policy and procedures still being 
developed.  Two of the eight 
recommendations have been closed 
with the rest targeted for completion in 
FY10. 
 

Audit of Controls to Safeguard Sensitive 
Personally Identifiable Information (07-09) 

9/27/07 NONE NONE Coordination required with outside 
contractor on one recommendation.  Of 
the 22 recommendations, 6 have been 
implemented with work plans still being 
developed for other recommendations 
to be finished in FY10. 
 

Fiscal Year 2007 Financial Statement 
Audit Letter to Management (08-01) 

3/6/08 NONE NONE OIG will reassess the implementation 
of the last two recommendations during 
the FY10 financial stmt audit. Of the 25 
recommendations, 23 have been 
implemented. 
 

Implementation of Selected Requirements 
for Gov’t Charge Card Program (08-02) 

05/14/08 NONE NONE Coordination required with outside 
contractor. Of the 5 recommendations, 
4 recommendations have been 
implemented with work on the 
remaining one to be finished in FY10. 
 

Evaluation of Information Security for the 
RRB’s Financial Interchange Major 
Application – Abstract (08-03) 

09/26/08 NONE NONE Documentation submitted to OIG for 
review on one recommendation and 
work continues on others. Of the 11 
recommendations, 2 have been 
implemented with work on the 
remaining ones to be finished in 2010. 
 

Fiscal Year 2008 Evaluation of Information 
Security at the RRB (08-05) 

09/26/08 NONE NONE Coordination required with outside 
contractor on 1 recommendation and 
with another org on another 
recommendation. Of the 8 
recommendations, 4 have been 
implemented with work on the 
remaining ones to be finished in FY10.
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Appendix E – Continued 

Management Statement on Resolved Audit Reports Over 
12 Months Old with Final Action Pending as of March 31, 2010 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
Fiscal Year 2008 Financial Statement 
Audit Letter to Management (09-02) 

03/24/09 NONE NONE Of the 13 recommendations, 
documentations for 9 were submitted to 
the OIG for implementation. Review 
and updating of documentations along 
with case reviews are currently being 
performed on remaining 
recommendations. 
 

Audit of Internal Control Over Accounts 
Payable (09-03) 

03/31/09 NONE NONE Of the 18 recommendations, 13 were 
implemented.  Work continues on the 
remaining recommendations. 
 



 

 

Appendix F – Reporting Requirements 
Act Reference Inspector General Reporting Requirements Page(s)
Section 4(a) (2) Review of Legislation and Regulations 28
Section 5(a) (1) Significant Problems, Abuses, and Deficiencies 34
Section 5(a) (2) Recommendations With Respect to Significant 

Problems, Abuses, and Deficiencies 
34

Section 5(a) (3) Prior Significant Recommendations Not Yet 
Implemented 

34

Section 5(a) (4) Matters Referred to Prosecutive Authorities 4, 13
Section 5(a) (5) Instances Where Information Was Refused None
Section 5(a) (6) List of Audit Reports 29
Section 5(a) (7) Summary of Each Significant Report 5 – 11
Section 5(a) (8) Statistical Tables on Management Decisions on 

Questioned Costs 
31

Section 5(a) (9) Statistical Tables on Management Decisions on 
Recommendations That Funds Be Put to Better 
Use 

31

Section 5(a) (10) Summary of Each Audit Report Over 6 Months 
Old for Which No Management Decision Has 
Been Made 

12

Section 5(a) (11) Description and Explanation for Any Significant 
Revised Management Decision 

None

Section 5(a) (12) Information on Any Significant Management 
Decisions With Which the Inspector General 
Disagrees 

None

Act Reference Management Reporting Requirements Page(s)
Section 5(b) (1) Comments Deemed Appropriate Transmittal 

Letter
Section 5(b) (2) Statistical Table on Final Action on Disallowed 

Costs 
35

Section 5(b) (3) Statistical Table on Final Action to Put Funds to 
Better Use 

36

Section 5(b) (4) Statement on Audit Reports With Final Action 
Pending 

37 – 40
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Appendix G – Acronyms 
 

Acronym Explanation 
 

ACE Affirmative Civil Enforcement 
AGA Association of Government Accountants 
ARRA American Recovery and Reinvestment Act of 2009 
DME Durable Medical Equipment 
FISMA Federal Information Security Management Act of 2002 
FY Fiscal Year 
GAO Government Accountability Office 
HEAT Health Care Fraud Prevention & Enforcement Action 

Team  
IG Inspector General 
LIRR Long Island Rail Road 
NRRIT National Railroad Retirement Investment Trust 
OA Office of Inspector General for the Railroad 

Retirement Board – Office of Audit 
OI  Office of Inspector General for the Railroad 

Retirement Board – Office of Investigations 
OIG Office of Inspector General for the Railroad 

Retirement Board 
OMB Office of Management and Budget 
RRA Railroad Retirement Act 
RRB  Railroad Retirement Board 
RRSIA Railroad Retirement and Survivors’ Improvement Act 

of 2001 
RUIA Railroad Unemployment Insurance Act 
SI  Sickness Insurance 
UI Unemployment Insurance 
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Appendix H – Legal Citations 
 
American Recovery and Reinvestment Act of 2009 – P.L. 111-5 
 
Conspiracy to Commit Health Care Fraud – 18 U.S.C. § 1349 
 
Criminal Forfeiture – 18 U.S.C. § 2461 and § 981(a)(1)(C) 
 
Failure to Report Information – 45 U.S.C. § 231(a) 
 
Failure to Report to the RRB – 45 U.S.C. § 231(l) 
 
False and Fraudulent Claims – 18 U.S.C. § 287 
 
False Claims Act – 31 U.S.C. §§ 3729 - 3733  
 
Federal Information Security Management Act of 2002 – 44 U.S.C.  
§ 3531, et. seq.  
 
Fictitious or Fraudulent Statement – 18 U.S.C. § 1001 
 
Health Care Fraud – 18 U.S.C. § 1347 
 
Inspector General Act of 1978, as amended – 5 U.S.C.  App. 3   
 
Inspector General Act Amendments of 1988 – 5 U.S.C. App. 3 
 
Prevent Health Care Fraud Act of 2009 – H.R. 4222 and S. 2128, 111th Cong., 1st Sess. 
(2009) 
 
Railroad Retirement Act – 45 U.S.C. § 231, et. seq.  
 
Railroad Unemployment Insurance Act – 45 U.S.C. § 351, et. seq. 
 
Railroad Retirement and Survivors’ Improvement Act of 2001 – 45 U.S.C. § 231n(j) 
 
Reports Consolidation Act of 2000 – P.L. 106–531 
 
Seniors and Taxpayers Obligation Protection Act of 2009 – S. 975, 111th Cong., 1st 
Sess. (2009) 
 
Social Security Act – 42 U.S.C. § Ch. 7 
 
Theft of Public Money/Government Funds/Government Property – 18 U.S.C. § 641 
 
Wire Fraud – 18 U.S.C. § 1343 



 

 

REPORT 
 

FRAUD, WASTE, AND ABUSE 
 

 
 
 
 
 
 
 
 
 

 

Call the OIG Hotline: 
 

1-800-772-4258 
 

E-mail:  Hotline@oig.rrb.gov 
 

The OIG cannot ensure confidentiality to persons who provide 
information via e-mail.  Do not send information by e-mail that 

you do not want a third party to read. 
 

Write:  RRB, OIG Hotline Officer 
844 N. Rush Street 

Chicago, Illinois  60611-2092 
 
 

mailto:Hotline@oig.rrb.gov
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