
 

 
 
 
 

  

 

       S

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Semian
C
nnual 

Congre
Repo

ess 

ort to tthe October 1,
March 31, 

, 2010 • 
2011 

OOffice of Ins

RRailro
fo
specto

ad Re
or the

or Genneral 

etirement Booard 



 
UNITED STATES RAILROAD RETIREMENT BOARD 

 
OFFICE OF INSPECTOR GENERAL 

 
 

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

 April 29, 2011 
 

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, 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: 
 

• 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 

• 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 
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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 15, 201011 
 
• Fiscal Year 2010 Evaluation of Information Security at the Railroad Retirement Board, 
November 5, 2010 
 
• Opinion on the Financial Statements of the Railroad Retirement Board, November 5, 201012 
 
• Report on the Railroad Retirement Board’s Fiscal Year 2010 Financial Statements, 
November 15, 2010 
 
• Fiscal Year 2010 Financial Statement Audit Letter to Management, January 25, 2011 
 
● Review of the Railroad Retirement Board’s Audit and Compliance Division, 
February 1, 2011 
 
• Concerns Related to the Railroad Retirement Board’s Audit and Compliance Division’s 
Employer Audit Reports, March 31, 2011 
 

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

                                                       
11 Published as pages 111-115 of the Railroad Retirement Board’s Fiscal Year 2010 Performance and Accountability 
Report. 
 
12 Published as pages 100 – 107 of the Railroad Retirement Board’s Fiscal Year 2010 Performance and 
Accountability Report. 

http://www.rrb.gov/oig


 

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, 2010 0 0 0 
B. Which were issued from October 1, 2010 
through March 31, 2011 2 $2.7 Million 0 

Subtotal (A + B) 2 $2.7 Million 0 
C. For which a management decision was 
made between October 1, 2010 through  
March 31, 2011 

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, 2011 2 $2.7 Million 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 

A. For which no management decision had been made by 
October 1, 2010 0 0 
B. Which were issued from October 1, 2010 through 
March 31, 2011 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, 2011 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 the OIG requires the reporting of additional 
information concerning actual collections, offsets, and funds put to better use achieved 
as a result of the 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 

2010 $1,118,256 

October 1, 2010 – 
March 31, 2011 $    847,249 
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Office of Audit 

 
 

Report 
 

Funds to be 
put to better 

use 

Funds  
Agreed by 

Management 

Receivables 
Established 

 
Waivers

Recoveries 
to Date13 

99-03 $50,850 $50,850 $50,850 $50,490 $360
99-14 $83,000 $83,000 $34,423 $0 $30,584
99-16    $48,000,000 $48,000,000 $0 $0 $17,300,000
99-17 $11,000,000 $11,000,000 $0 $0 $1,604,545
00-16 $235,000 $235,000 $0 $0 $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 $0 $0 $761,151
05-03 $1,800,000 $1,800,000 $4,574,902 $337,700  $2,100,115
05-06 $10,000 $10,000 $0 $0 $42,915
05-07 $1,070,000 $1,070,000 $49,943 $0 $86,307
05-10 $2,600,000 $2,600,000 $311,000 
06-04 $257,000 $257,000
06-05 $2,100 $2,100 $0 $0 $0
06-06 $200,000 $200,000 $13,651 $0 $20,671
09-02 $600,000 $600,000 $320 $0 $326,423
10-09 $3,355,408 $3,355,408 $0 $0 $0
10-13 $212,038 $92,412 $0 $0 $0

 
  

                                                       
13 Both overpayments and underpayments are included in this column. 
 



 

Appendix D – Significant Matters 
 

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

Internal Control over Non-Integrated Subsystems 
The OIG identified the RRB’s non-integrated subsystems as a material weakness.  The 
RRB’s financial reporting control structure is not comprehensive with respect to the 
reconciliation of the general ledger to non-integrated subsystems.  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. 
 
Non-integrated Subsystems March 11, 2010 Report OIG 10-03, #2 

 

Information Security 
The OIG previously 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 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.  
 
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 
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Appendix E – Peer Reviews 
 

Section 989C of the Dodd-Frank Wall Street Reform and Consumer Protection Act 
requires Inspectors General to provide information regarding peer reviews in their 
Semiannual Reports to the Congress. 

During this reporting period, the OIG did not conduct any peer reviews.    

Office of Audit 
In general, Federal audit organization may receive a peer review rating of pass, pass 
with deficiencies, or fail.   

The results of OA’s most recent peer review (which was for the year ended 
March 31, 2009) were transmitted on August 24, 2009.  OA received a peer review 
rating of pass.  This peer review did not contain any recommendations. 

Office of Investigations 

In general, Federal OIG investigative organizations may receive a peer review rating of 
fully compliant, compliant, or not compliant with the quality standards established by the 
Council of the Inspectors General on Integrity and Efficiency and the Attorney General’s 
Guidelines for Inspectors General with law enforcement authority based on Section 6(e) 
of the Inspector General Act, as amended. 

The results of OI’s most recent peer review (which was for the FY ended 
September 30, 2007) were transmitted on March 26, 2008.  OI received a peer review 
rating of fully compliant.  There are currently no outstanding recommendations. 
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Appendix F – Reports Prepared by Management 
 

 
Final Action on Audits with Disallowed Costs 

 
For the 6-Month Period Ending 
March 31, 2011 

 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 
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Management Report on Final Action on Audits with 
Recommendations to Put Funds to Better Use for the 

6-Month Period Ending March 31, 2011 
 

  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. 

  
 
5 

  
 

$4,249,920* 
     
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) 
  

5 
  

$4,249,920 
     
D. Audit reports on which final action was taken 

during the period. 
 

1. Value of recommendations implemented 
(completed) 

  
 
 
 
0 

  
 
 
 

$0 

     
2. Value of recommendations that 

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

  
 
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) 

  
5 

  
$4,249,920 

     
 
 
 
 
 
 
 
 

* Comprised of the following amounts:  $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, $600,000 from Audit Report 09-02, Fiscal Year 2008 Financial Statement Audit Letter to 
Management, $3,355,408 from Audit Report 10-09, Audit of Internal Controls over Medicare Premium 
Transfers Between the Railroad Retirement Board and the Centers for Medicare and Medicaid Services, 
and $92,412 from 10-13 Railroad Medicare Services Billed with Dates of Service after Beneficiaries’ 
Dates of Death.  
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Management Statement on Resolved Audit Reports Over 12 Months 
Old with Final Action Pending as of March 31, 2011 

 

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 procedures 
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 26 out 
of 28 recommendations. A complete 
review has not yet been completed. 
Bureau of Information services will 
provide documentation once review is 
complete. 
 

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, however due to 
ARRA and WHBAA work, project was 
extended to 12/31/2011 to be 
completed. 
  

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

5/5/05 NONE NONE The Chief Actuary is still reviewing their 
options to best implement this 
recommendation.  
  

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 39 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. As reported 
previously, new risk assessment still 
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 Bureau of Information Services has 
taken steps to have all bureaus use the 
SharePoint POAM website. Work 
continues. 
 

Accuracy and Reliability of GPRA 
Performance Measures: Timeliness of 
Non-Disability Survivor Annuity 
Payments (06-03) 
 

1/30/06 NONE NONE Programs have closed five of the seven 
recommendations. One 
recommendation has been delayed 
due to higher priority project and the 
other recommendation, new SIS 
Manager will draft instructions in FY11. 
 

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 the AARP project. 
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Management Statement on Resolved Audit Reports Over 12 Months 
Old with Final Action Pending as of March 31, 2011 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
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 the 
updating of policies. 
 

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

3/9/07 NONE NONE Resources were diverted to higher 
priority projects. 
 

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

 
3/28/07 

 
NONE 

 
NONE 

 
Coordination required with outside 
agencies.  Programs completed and 
implemented one of the two remaining 
recommendations. The last 
recommendation is schedule to be 
completed in FY12. 
 

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

7/30/07 NONE NONE New CPO was appointed.  Additional 
funding and resources are needed.  Of 
the 16 recommendations, 12 have 
been closed with 3 targeted for 
completion during FY11 and 1 for 
FY12. 
 

Audit of Federal Income Taxes Withheld 
from Railroad Retirement Annuities 
(07-07) 

7/30/07 NONE NONE Coordination required with another org. 
Four of the six recommendations have 
been closed, with the rest targeted for 
completion in FY11. 
 

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

9/27/07 NONE NONE Policy and procedures are still being 
developed.  Recommendations are 
targeted for completion in FY11. 
 

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

9/27/07 NONE NONE Coordination is required with an 
outside contractor on 1 
recommendation and work plans, 
policy and procedures are still being 
developed for all other 
recommendations. Target date for 
completion is FY11. 
 

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

3/6/08 NONE NONE Bureau of Fiscal Operations 
implemented enhanced controls in 
FY10 however additional work is 
needed to correct errors. 
 

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

09/26/08 NONE NONE Work plans, policy and/or procedures 
continue with target completion in FY11 
and one in FY12. 
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Management Statement on Resolved Audit Reports Over 12 Months 
Old with Final Action Pending as of March 31, 2011 

 

Report Date 
Disallowed 

costs 
Funds to be put 

to better use Reason action not completed 
Fiscal Year 2008 Evaluation of 
Information Security at the RRB (08-05) 

09/26/08 NONE NONE Coordination is still required with 
outside contractor; and additional 
documentation is requested by OIG. 
 

Fiscal Year 2008 Financial Statement 
Audit Letter to Management (09-02) 

03/24/09 NONE $600,000 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 Documentation was submitted for 
implementation on one 
recommendation, another requires 
coordination with another organization 
and one is awaiting the results of a 
quarterly review. 
 

Audit of the Railroad Medicare Integrity 
Program at Palmetto Government 
Benefits Administrators (09-04) 
 
 

09/25/09 NONE NONE Additional documentations were 
submitted for the 4 remaining 
recommendations to the OIG for 
implementation and coordination is 
required with outside agency on those 
recommendations issued to the outside 
agency. 
 

Audit of the General and Application 
Controls in the Financial Management 
Major Application System (09-05) 
 
 

09/30/09 NONE NONE Work plans, policy and/or procedures 
continue with target completion in 
FY11. 

Audit of the Railroad Retirement Board’s 
Medicare Major Application System  
(09-06) 
 

09/30/09 NONE NONE Of the 9 recommendations, 4 have 
been implemented and 2 were rejected 
with work on the remaining 3 to be 
completed in FY11. 
 

Fiscal Year 2009 Evaluation of 
 Information Security (10-01) 

   11/12/09 NONE NONE The Bureau of Information Services will 
review and take the necessary 
action(s). Target completion in FY11. 
 

Fiscal Year 2009 Financial Statement 
Audit Letter to Management (10-03) 

03/11/10 NONE NONE Documentation was submitted to OIG 
for implementation on last open 
recommendation. OIG indicated they 
will assess the request for closure 
during the FY2011 financial statement 
audit. 
 

     



 

Appendix G – Reporting Requirements 
 

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 – 39

Act Reference Inspector General Reporting Requirements Page(s)
Section 4(a) (2) Review of Legislation and Regulations 27
Section 5(a) (1) Significant Problems, Abuses, and Deficiencies 33
Section 5(a) (2) Recommendations With Respect to Significant 

Problems, Abuses, and Deficiencies 
33

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

33

Section 5(a) (4) Matters Referred to Prosecutive Authorities 3, 12
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 4 – 11
Section 5(a) (8) Statistical Tables on Management Decisions on 

Questioned Costs 
30

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

30

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

11

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

        Office of Inspector General for the Railroad Retirement Board │ P a g e  40 



 

Appendix H – Acronyms 
 

Acronym Explanation  
  

 ACD Audit and Compliance Division for the Railroad 
Retirement Board  

 ACE Affirmative Civil Enforcement 
 AGA Association of Government Accountants 
 AIGA Assistant Inspector General for Audit  

ARRA American Recovery and Reinvestment Act of 2009  
BFO Bureau of Fiscal Operations for the Railroad 

Retirement Board 
 
 

CIGIE Council of Inspectors General for Integrity and 
Efficiency 

 
 
 CMS Centers for Medicare and Medicaid Services  
 DMF Social Security Administration’s Death Master File 
 FISMA Federal Information Security Management Act of 2002 
 FY Fiscal Year  

GAGAS Generally Accepted Government Auditing Standards  
GAO U.S. Government Accountability Office  
LEIE Department of Health and Human Services’ List of 

Excluded Individuals/Entities 
 
 
 MOU Memorandum of Understanding 
 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 I – Legal References 
 
Federal:   
 
Aiding and Abetting in Health Care Fraud – 18 U.S.C. § 1347 
 
American Recovery and Reinvestment Act of 2009 – P.L. 111–5 
 
Conspiracy to Commit Health Care Fraud – 18 U.S.C. § 1349 
 
Dodd-Frank Wall Street Reform and Consumer Protection Act - P.L. 111–203 
 
False Claims Act – 31 U.S.C. §§ 3729 – 3733  
 
Federal Information Security Management Act of 2002 – 44 U.S.C. § 3531, et. seq.  
 
Health Care Fraud – 18 U.S.C. § 1347 
 
Improper Payments Elimination and Recovery Act of 2010 – P.L. 111-204 
 
Inspector General Act of 1978, as amended – 5 U.S.C.  App. 3   
 
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 – P.L 107–90 
 
Reports Consolidation Act of 2000 – P.L. 106-531 
 
Social Security Act – 42 U.S.C. § 301, et seq. 
 
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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