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MISSION STATEMENT

By conducting independent and objective audits, evaluations, and investigations,
we improve the SSA programs and operations and protect them against fraud,
waste, and abuse. We provide timely, useful, and reliable information and advice
to Administration officials, Congress, and the public.

VISION AND VALUES

We are agents of positive change striving for continuous improvement in SSA’s
programs, operations, and management by proactively seeking new ways to pre-
vent and deter fraud, waste, and abuse. We are committed to integrity and to
achieving excellence by supporting an environment that encourages employee
development and retention, and fosters diversity and innovation, while providing a
valuable public service.




SSA OFFICE OF THE INSPECTOR GENERAL

MESSAGE FROM THE
INSPECTOR GENERAL

I am pleased to present our Semiannual Report to Congress for the period of
April 1, 2001 through September 30, 2001. This report meets the
requirements of the Inspector General Act of 1978, as amended, and includes
information mandated by Congress. This report outlines our mission,
significant activities, and provides our assessment of SSA’s top 10
management challenges for Fiscal Year (FY) 2001. It also includes
highlights of work that has been accomplished under each of these
challenges, including several major cases and other organizational
achievements.

I am especially proud of our employees who tirelessly dedicated Inspector Ge neral
themselves to responding to the events of the September 11, 2001 terrorist 72mes - Huse. Jr
attacks. Our office has been heavily involved in investigations of

individuals suspected of being associated with these events. It quickly

became apparent just how instrumental the use of fraudulent Social

Security numbers (SSN) has been for these individuals, who rely on aliases

and assumed identities to integrate themselves anonymously into our

society. Our auditors are working closely with SSA on implementing our

prior recommendations to improve the enumeration process and to protect

the integrity of the SSN.

We have also had other accomplishments this year including a major civil
monetary penalty case that resulted in a $200,000 penalty levied against
several Texas businesses involved in a misleading advertising scam. We
also launched a public education campaign to alert America’s senior
citizens about anonymous hoax flyers promising additional benefits from
the Government. These hoax flyers tricked seniors into parting with
coveted personal information in order to obtain these bogus benefits.
During this FY, our investigators closed 9,636 cases, our auditors
completed 80 reports, and our attorneys secured over $1,547,475 in civil
monetary penalties. The projected results from all our activities totaled
more than $280 million in SSA’s program areas. This represents over
$200 million more than our FY 2001 appropriation.

Your interest in these issues helps to ensure that we focus on the most
critical issues facing the Agency.

Sincerely,

%—Wﬁwyfﬂ

James G. Huse, Jr.
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INTRODUCTION TO OUR
ORGANIZATION

The Office of the Inspector General (OIG) is comprised of four compo-
nents: Office of the Counsel to the Inspector General (OCIG), Office of
Audit (OA), Office of Investigations (OI), and Office of Executive Opera-
tions (OEO).

Inspector General
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Office of the Counsel to the Inspector General

OCIG reviews and evaluates legislation, regulations, and standard operat- e e

ing procedures in terms of their impact on program economy and effi- Ry A, ks

ciency or their prevention of fraud and abuse. It also provides legal advice T Lol

and counsel to the Inspector General (IG) on various matters, including: —

(1) statutes, regulations, legislation, and policy directives governing the tea £ Sl

administration of the Social Security Administration’s (SSA) programs; (2)

investigative procedures and techniques; and (3) legal implications and

conclusions to be drawn from audit and investigative material produced

by the OIG. OCIG also administers the Civil Monetary Penalty (CMP)

enforcement statutes, pursuant to a delegation from the Commissioner of

Social Security.

Office of Audit

OA conducts comprehensive financial, performance, and systems audits el e

and evaluations of SSA programs and makes recommendations to ensure _

that program objectives are achieved effectively and efficiently. Financial S

audits, required by the Chief Financial Officers Act of 1990, assess whether e Gl

SSA's financial statements fairly present the Agency's financial position, "':;'
i 5, e

results of operations, and cash flow. Performance audits review the econ-
omy, efficiency, and effectiveness of SSA's programs. OA also conducts
short-term management and program evaluations and projects focused on

Introduction to Our Organization
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issues of concern to SSA, Congress, and the general public. Evaluations
often focus on identifying and recommending ways to prevent and mini-
mize program fraud and inefficiency.

Office of Investigations

OI conducts and coordinates investigative activity related to fraud, waste,
abuse, and mismanagement of SSA programs and operations, in accor-
dance with the Quality Standards for Investigations published by the Pres-
ident's Council on Integrity and Efficiency; the SSA OIG Special Agent
Handbook; and other applicable laws, policies, and regulations. This
includes wrongdoing by applicants, beneficiaries, contractors, physicians,
interpreters, representative payees, third parties, and SSA employees. OI
also conducts joint investigations with other Federal, State, and local law
enforcement agencies.

Office of Executive Operations

OEO supports OIG by providing information resource management; sys-
tems security and development; and the coordination of budget, procure-
ment, telecommunications, facilities and equipment, and human resources.
In addition, this office is the focal point for the OIG's strategic planning
function and the development and implementation of performance mea-
sures required by the Government Performance and Results Act. OEO over-
sees the Ombudsman Program and is also responsible for performing
internal reviews to ensure that OIG offices nationwide hold themselves to
the same rigorous standards that we expect from SSA as well as conduct-
ing investigations of OIG employees, as appropriate. Finally, OEO admin-
isters OIG's public affairs, media and interagency activities, coordinates
responses to congressional requests for information, and also communi-
cates OIG's planned and current activities and their results to the Commis-
sioner and Congress.

Introduction to Our Organization
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SIGNIFICANT ACTIVITIES

We continue to believe that sharing
information between our auditors,
investigators, and attorneys is criti-
cal to the success of our mission to
improve SSA’s programs and oper-
ations and protect them against
fraud, waste, and abuse. Each com-
ponent of the OIG collaborates to
address each critical issue while
capitalizing on individual staff
skills to obtain the best possible
work product.

Since we in the OIG are facing
some of the same challenges as
SSA, we also need to work faster
and smarter to get the job done and
maximize technological benefits to
ensure our success. We continue to
make steady progress, and our
effectiveness is evidenced by the
numerous accomplishments high-
lighted throughout this report.

This section details several of our
most significant activities including
our:

e OIG Response to September 11,
2001 Terrorist Attacks

e Fugitive Felon Program

e Cooperative Disability Investi-
gations Teams

e Fight Against Senior Scams and
False Statements

e Partnership with U. S. Attor-
neys

e Ombudsman Program

e Coordination of External
Inquiries

e SSA Fraud Hotline

e Investigative Accomplishments

OIG Response to s
September 11,2001
Terrorist Attacks

Despite having been temporarily
displaced, our audit and investiga-
tive offices in New York City expe-
ditiously reconstituted their
operations in the wake of the recent
tragedy. We provided round the
clock support to the national crimi-
nal investigation of the September
11th terrorism attacks.

Our agents, analysts and support
staff performed selflessly in these
efforts. Our attorneys were instru-
mental in working through a
daunting brace of disclosure issues
and potential legislative matters to
keep momentum going in our
investigative response to this call to
action.

At the same time, our auditors and
support staff prepared critical cor-
respondence to Congress and key
government officials, highlighting
potential remedial actions rising
from our audit work that might
assist the Agency in the review of
the integrity of the enumeration
business process, the viability of
biometrics, physical security mat-
ters, and the continuity of opera-
tions. Furthermore, SSA conducted
outstanding outreach efforts in the
New York/New Jersey region to
process survivor and disability
benefits.

Significant Activities
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Fugitive Felon Program

The Fugitive Felon Program was
established as a result of the enact-
ment of the Personal Responsibility
and Work Opportunity Reconciliation
Act of 1996, Public Law 104-193,
commonly known as the Welfare
Reform Act, on August 22, 1996.
Generally, this law makes a person
ineligible to receive Supplemental
Security Income (SSI) payments
during any month in which the
recipient is:

e Fleeing to avoid prosecution for
a crime that is a felony.

e Fleeing to avoid custody or con-
finement after conviction, under
the laws of the place from which
the person flees, for a crime, or
an attempt to commit a crime,
which is a felony under the laws
of the place from which the per-
son flees, or which, in the case
of the State of New Jersey, is a
crime of the first through fourth
degree.

e Violating a condition of proba-
tion or parole imposed under
Federal or State law.

The Welfare Reform Act enables SSA
to suspend SSI payments to fugi-
tives and parole and probation vio-

lators, and allows us to provide
vital information to law enforce-
ment agencies. Special agents in
our offices often work hand-in-
hand with local law enforcement in
locating and apprehending fugi-
tive felons, and in developing fugi-
tive cases from a variety of referral
sources, such as through our work
with task forces and from SSA staff.

For example, our Los Angeles Field
Division agents are an integral part
of the Violent Crimes Task Force,
which is comprised of members
from 50 local, State, and Federal
law enforcement agencies, includ-
ing the San Diego Police Depart-
ment, the California State
Department of Corrections and
Parole, the Federal Bureau of Inves-
tigation (FBI), and the United States
Marshals Service (USMS). The task
force has apprehended fugitives for
a wide range of violent crimes,
including attempted murder,
assault with a deadly weapon on a
police officer, and narcotics smug-

gling.

The table below demonstrates the
success of this Program this report-
ing period and since its inception
on August 1, 1996

FUGITIVE FELON PROGRAM STATISTICS

April 1, 2001 - Since inception on
September 30, 2001 August 1, 1996
Fugitives Identified 15,306 45,071
Fugitives Arrested 1,479 5,019
Fraud Loss / Overpayment $28,059,219 $81,650,458
Projected Savings $41,469,972 $132,946,131

Significant Activities
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Although the Program has been
very successful using manual data
searches and direct referrals, our
continued success is reliant upon
using automated data matches to
compare warrant information at
the Federal and State levels with
SSA’s SSI rolls. To date, we have
been successful in securing Memo-
randa of Understanding with the
National Crime Information Cen-
ter (NCIC), the FBI, and USMS.

SSA has also entered into matching
agreements with the States of Cali-
fornia, New Jersey, South Carolina,
Kentucky, Nebraska, Ohio, Tennes-
see, Massachusetts, Colorado,
Rhode Island, Washington, Dela-
ware, Illinois, Montana and Arkan-
sas, plus the New York City Police
Department (PD), the New York
State Police, the Baltimore City PD,
Baltimore County PD, and the City
of Philadelphia PD.

The computer matching process
has proven to be very successful in
identifying fugitives throughout
the country. Using this process, our
New York Field Division identified
a fugitive wanted by the Union
County Sherift’s Office on a bur-
glary charge. This fugitive had 13
prior arrests and 5 prior convic-
tions, including one for homicide.
With assistance from our agent, the
fugitive was arrested in June 2001.

SSA continues to pursue matching
agreements with the balance of the
States that do not enter their felony
warrant data into NCIC. We con-
tinue to work with SSA to further
refine and enhance the automated
process.

Cooperative Disability
Investigations Teams

SSA'’s Office of Operations and
Office of Disability, in conjunction
with our Office of Investigations,
manage the Cooperative Disability
Investigations (CDI) Program.
Since Fiscal Year (FY) 1998, 13
investigative units have become
operational in Atlanta, Baton
Rouge, Boston, Chicago, Houston,
Nashville, New York City, Newark,
Oakland (California), Roanoke
(Virginia), Salem (Oregon), St.
Louis, and Tampa.

To combat disability fraud, these
teams rely on the combined skills
and specialized knowledge of our
investigators, State and local law
enforcement officials as well as SSA
and State Disability Determination
Services (DDS) personnel. The suc-
cess of the CDI Program is directly
attributable to this close collabora-
tion.

CDI Team Case Highlights

The following cases exemplify our
investigative activity in this area.

Our Houston CDI team
investigated a woman
who faked mental impair-
ments in order to receive
Social Securlty disability benefits.
During a continuing disability
review (CDR) the woman alleged
she was a slow learner, unable to
drive a car, take a bus or subway
because she might get lost. The
DDS referred the case for investiga-
tion due to inconsistencies between

Significant Activities
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her allegations and the fact that the
local Social Security office discov-
ered that she was employed as a
certified respiratory therapist at a
local hospital. Our CDI investiga-
tion revealed that she possessed a
valid Texas driver’s license and
drove her own vehicle to work
every day. The woman's benefits
were terminated.

Our Chicago CDI team
investigated a woman that
faked physical impair-
ments to apply for Social
Security disability benefits. Our
investigation confirmed that the
woman had been receiving disabil-
ity benefits since February 1976
under her original Social Security
number (S5SN) and worked from
1979 to 1997 under an assumed
SSN. The woman’s benefits were
terminated and her new applica-
tion under the assumed SSN was
denied. She was also ordered to
pay $119,797 restitution to SSA.

Based on an anonymous

tip, our Oakland CDI team

investigated a man who

faked physical impair-
ments to file for Social Security dis-
ability benefits. The man alleged
disability due to paralysis of both
legs. CDI investigators observed
him walking, standing, sweeping,
and bending at the waist. They also
observed the man and his wife as
they arrived for a medical examina-
tion. His wife pulled a wheelchair
out of the trunk and prepared it for
him. The subject climbed into it
without assistance and rolled him-
self into the doctor’s office. The
man’s claim was denied.

Based on a referral from
medical examiners, our
St. Louis CDI team investi-
gated a man who faked
physical disabilities to apply for
Social Security disability benefits.
The man alleged he was unable to
work because of a heart condition
and claimed that his left arm and
leg were paralyzed, and that he
must use a wheelchair at all times.

CDI investigators observed the
man walking from his home to a
car unassisted, and also observed
him using a wheelchair when
attending a medical appointment.
When the man subsequently
returned to his residence, investiga-
tors observed him getting out of the
vehicle unassisted and “hopping”
up onto his front porch with the
full use of his left arm and leg. The
man’s claim was denied.

The table on the following page
outlines our CDI project statistical
accomplishments for FY 2001. The
table does not include results for
the Boston team because it just
became operational on

September 10, 2001.

Significant Activities
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Cooperative Disability Investigations Project Statistics
April 1, 2001 through September 30, 2001
egaions | confimed [ ssasceoveres [ sonsavngsr | Nomesn

California 158 80 $4,959 $4,519,918 $3,313,049
Florida 39 12 = $760,280 $330,844
Georgia 154 98 $16,843 $6,208,091 $2,099,006
lllinois 56 7 $128,413 $493,800 =
Louisiana 85 25 $23,914 $1,442,700 $396,544
Missouri 71 49 $70,227 $2,836,648 $368,220
New Jersey 69 8 - $640,975 -
New York 65 15 $33,864 $1,785,040 $3,527,490
Oregon 76 58 $131,255 $3,301,366 $1,929,873
Tennessee 39 14 - $901,240 $374,452
Texas 63 55 - $3,149,290 $1,300,267
Virginia 85 8 $848 $418,574 $33,895
TOTALS 960 429 $410,323 $26,457,922 $13,673,640

October 1, 2000

to March 31, 2001
TOTALS 874 451 $92,796 $26,420,509 $12,016,803

FY 2001 GRAND
TOTAL 1,834 880 $503,119 $52,878,431 $25,690,443

agency.

*SSA program savings are reported at a flat rate of $66,500 for initial claims that are denied as a result of CDI investigations, using a formula
developed by the Office of Disability. When a CDI investigation supports the cessation of an in-pay case, the SSA program savings are calculated
by multiplying the actual monthly benefit times 60 months. Non-SSA savings are also projected over 60 months whenever another governmen-
tal program withholds benefits as a result of CDI investigations, using estimated or actual benefit amounts documented by the responsible

Significant Activities
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Fight Against Senior
Scams and False
Statements

Pursuant to a delegation from the
Commissioner of Social Security,
OCIG administers the CMP
enforcement statutes. This author-
ity allows OIG to impose CMPs
against violators of sections 1140
and 1129 of the Social Security Act.
Based on this delegation, we
drafted and published regulations,
trained legal and investigative staff
and built an infrastructure that
included placing attorneys in sev-
eral Ol Field Divisions to guarantee
the success of this program.

Section 1140 of the Act -
Misleading Advertising

Section 1140 prohibits the use of
SSA’s program words, letters, sym-
bols, or emblems in advertise-
ments or other communications in
a manner that falsely conveys
SSA’s approval, endorsement, or
authorization. Each misleading
communication subjects the viola-
tor to a maximum $5,000 penalty.

Our nationwide enforcement
efforts in this area send a clear mes-
sage to those companies who
deceive senior citizens under Social
Security’s good name. Tricking
seniors into providing sensitive
personal data, under the guise of
Social Security-related services, is
both reprehensible and illegal.

Employing a variety of novel legal
and investigative techniques, a
team of our attorneys and investi-

gators worked with Department of
Justice (DoJ) lawyers to expose, and
subsequently terminate, a series of
nationwide scams aimed at senior
citizens. We also managed to bring
14 companies into voluntary com-
pliance with Section 1140 of the
Act, through the judicious use of
cease and desist letters.

We report our FY 2001 accomplish-
ments and briefly describe a few of
our many successful cases below.

Misleading Advertising Case
Highlights

Senior citizens should exercise
great caution when responding to
solicitations promising additional
benefits from SSA or the govern-
ment.

One investigation con-
firmed that over 25,000
individuals, including res-

= idents of nearly every
State, had been duped by anony-
mous hoax flyers. Two distinct fly-
ers were widely distributed to the
elderly and falsely promised recipi-
ents that they would receive money
from the government if they mailed
information to a post office box
listed on the flyer. One flyer prom-
ised $5,000 pursuant to a fictional
“Slave Reparations Act.” The sec-
ond promised an unwarranted
lump sum payment or an increase
in SSA benefits.

Both required the recipient to pro-
vide sensitive personal informa-
tion such as name, address,
telephone number, SSN, and date
of birth. Many elderly Americans

Significant Activities
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were so thoroughly confused by
the flyers, that they sent copies of
identity documents, including
Social Security cards, drivers
licenses, birth certificates, and mili-
tary papers to the address on the
flyers. By falsely promising addi-
tional Social Security payments, the
anonymous mailings tricked them
into parting with coveted personal
information.

Based on a series of
enforcement actions
brought by OIG in Texas,
several companies were
ordered to stop sending deceptive
Social Security-related advertise-
ments, primarily to senior citizens.
Acc-U-Lead, Inc., United States
Senior Services, Inc., Mass Mail
Media, Inc. and Lead Marketing
Alliance, all Texas companies, were
ordered to cease such mailings. The
founders were also directed to pay
penalties of $200,000 to SSA. These
payments were part of a settlement
in a case brought by our office and
the U.S. Attorney’s Office (USAO)

regarding government look-a-like
documents that appeared to be
from SSA.

The government’s case alleged that
these companies sent misleading
solicitations that used terms such as
“Social Security Supplement Pol-
icy” or “2001 Benefit Update,”
when in reality the solicitations
were meant to entice senior citizens
to provide sensitive personal infor-
mation. The defendant companies
would then sell this data to private
insurance companies and /or
agents for up to $16 for each
senior’s reply. The data purchasers
would then contact the seniors and
pitch various products such as
burial insurance and other related
policies.

As a result of such deceptive prac-
tices, the companies generated sub-
stantial revenues over several years
from the sale of this sensitive per-
sonal information, unwittingly pro-
vided by seniors.

Misleading Advertising Section 1140 Statistics

October 1, 2000 through April 1, 2001 through FY 2001
March 31, 2001 September 30, 2001 GRAND TOTALS
Complaints Received 18 42 60
New Cases Opened 15 11 26
Cases Closed 17 15 32
No Violation 9 8 17
Voluntary Compliance 7 7 14
Settlement Agreement 1 case /$50,000 - 1 case /$50,000
Penalty/Court Action 0/0 2 cases /$795,000 2 cases /$795,000
Hearings Requested 0 0 0

Significant Activities
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Section 1129 of the Act -
False Statements

Section 1129 prohibits persons from
making false statements or repre-
sentations of material facts in con-
nection with obtaining or retaining
benefits or payments under titles II
or XVI of the Act. After consulta-
tion with DoJ, we are authorized to
impose penalties of up to $5,000 for
each false statement or representa-
tion, as well as an assessment of up
to twice the amount of any result-
ing overpayment.

Our enforcement efforts have been
enhanced as our investigative orga-
nization matures. Using our CMP
enforcement tools, we have
imposed over $2 million in penal-
ties since FY 1998. Congress contin-
ues to introduce new legislation
that would expand CMP authority.

The following table and cases high-
light our FY 2001 results.

False Statements Case
Highlights

We recently settled a case
against a man who created
and used several different
identities and SSNis for the
purpose of acquiring Social Secu-
rity benefits. From 1974 through
1998, he improperly collected over
$250,000 in Social Security benefits.
Following a thorough and lengthy
investigation by our Los Angeles
Field Division, the man was incar-
cerated and ordered to pay full res-
titution to SSA in the amount of
$262,279. We then initiated a CMP
action which netted a $20,000 settle-
ment.

In another case, we
received an allegation that
a woman used false infor-
mation to apply for SSI
and Social Security benefits. Our
investigation found that the
woman used false identity docu-

False Statements Section 1129 Statistics

October 1, 2000 April 1, 2001 FY 2001
through through Grand
March 31, 2001 September 30,2001 Totals
Cases Referred 114 110 224
from Ol
Cases Initiated 37 34 71
Cases Closed 64 68 132
Penalties and $606,679 $95,796 $702,475
Ass essm ents
Number of 12 1 13
Hearings
Requested

Significant Activities
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ments, marriage certificates, and a
false SSN to improperly obtain ben-
efits. This case was never crimi-
nally charged, however, we
imposed a $20,000 CMP against her
for the false statements she made to
SSA.

Partnership with U.S.
Attorneys

To further our shared goals within
the OIG, we have placed attorneys
in our field divisions. One of these
attorneys took on additional work
as a Special Assistant U.S. Attor-
ney, working with the USAO in
Arizona to prosecute crimes against
SSA that the U.S. Attorney does not
have sufficient resources to pursue.

That partnership has already
resulted in the criminal prosecution
of 13 individuals who had commit-
ted fraud against SSA programs. To
date, six of these individuals have
pleaded guilty and been sen-
tenced. Many received periods of
incarceration and all were ordered
to pay restitution to SSA in the total
sum of $155,466.

The other seven have pleaded
guilty and are awaiting sentencing,
and additional cases will soon be
brought before the Grand Jury in
Phoenix.

In addition, we have entered into a
similar partnership with the USAO
for the Central District of California
in Los Angeles, and are in the pro-
cess of preparing cases for the
Grand Jury there, as well.

We will continue to explore the fea-
sibility of these partnerships in
other areas of the country in sup-
port of OlI’s investigative efforts
and in furtherance of the IG’s statu-
tory mission.

Ombudsman Program

During this reporting period, we
created an ombudsman office to
provide another communications
channel for all OIG employees. This
program provides a confidential
and impartial alternative for assist-
ing OIG employees with informal
complaint resolution, problem
solving, and internal communica-
tions issues.

We are committed to providing our
employees a work environment in
which they are treated fairly and
impartially and one in which a
mutual trust exists between
employees and management. The
creation of an Ombudsman Pro-
gram reflects our continuing inter-
est in fostering an environment in
which all employees are able to
work to their full potential without
workplace impediments.

Coordination of External
Inquiries

Within our OEQO, the External
Affairs Division (EAD) administers
OIG’s public affairs, media, and
interagency activities; coordinates
responses to congressional requests
for information; and communi-
cates OIG’s planned and current
activities and their results to the
Commissioner and Congress.

Significant Activities
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An AMD program
specialist atten ding to an
allegation made to the
SSA OIG Fraud Hotline.

EAD works in partnership not only
with OI staff, but with OA’s Quick
Response Team. This Team per-
forms short-duration, time-sensi-
tive projects that address requests
from Congress, SSA management,
other Federal agencies, SSA benefi-
ciaries as well as their representa-
tives, and members of the public.

During FY 2001, EAD responded to
159 requests from congressional
offices and other groups. EAD also
responded to another 124 requests
from members of the media and the
general public.

SSA OIG Fraud Hotline

Our Allegation Management Divi-
sion (AMD) operates the SSA OIG
Fraud Hotline and has made great
strides since its inception in the

.. early days of the OIG.

During the past year, AMD imple-
mented a number of internal
improvements that increased its
ability to receive and process alle-
gations. These improvements
included an upgraded telephone
system along with more efficient
methods of handling allegations.
As a result, the number of tele-
phone calls answered by program
specialists increased from 90,159 in
FY 2000 to 94,886 in FY 2001. In
addition, AMD received 26,401
pieces of correspondence; most of
which were internet communica-
tions.

AMD program specialists are
trained to take complaints from
those who contact our hotline and
conduct telephone interviews of

victims and witnesses. This is
where our investigative process
begins. As AMD receives allega-
tions, they are carefully reviewed to
determine the most appropriate
course of action, such as being
referred to our OI Field Divisions,
other components of OIG, other
law enforcement agencies, or other
program or policy components
within SSA.

Not only does AMD staff provide a
vital service to our Field Divisions
by preparing allegations for inves-
tigation, they also assist SSA in
identifying overpayments. During
FY 2001, AMD began tracking over-
payments posted by SSA in its sys-
tem of records. We determined that
SSA posted over $3.9 million in
overpayments as a result of allega-
tions the Hotline forwarded to SSA
for further development.

As illustrated in the following
charts, reports of SSN misuse and
identity theft crimes comprise more
than half of the allegations
received. Due to the high interest in
this area, the Fraud Hotline con-
tains a separate message option for
callers who wish to report SSN mis-
use. This message provides callers
useful information about protecting
their SSN and is offered 24 hours a
day, 7 days a week, as are all Fraud
Hotline message options.

During business hours, program
specialists are available to speak
with callers wishing to report alle-
gations of SSN misuse and identity
theft. These allegations are referred
to the Federal Trade Commission
(FTC) for inclusion in the FTC Iden-

Significant Activities



SSA OFFICE OF THE INSPECTOR GENERAL 13

tity Theft Data Clearinghouse, a
national database available to other
law enforcement agencies. In addi-
tion to information on SSN misuse,
the Fraud Hotline’s 800 number
also provides message options for
reporting general fraud and fraud
committed by representative pay-
ees. Information about reporting
fraud is also available to the public
on our website at www.ssa.gov/
oig.

Investigative
Accomplishments

The following tables represent the
collective efforts of our OI head-

quarters and field divisions, includ-
ing the SSA OIG fraud hotline.

Overall for FY 2001, OI responded
to 115,101 allegations received via
telephone, correspondence, fax, or
email. The allegations that the Hot-
line receives, plus the allegations
received by our Ol field divisions,
come from a variety of sources and
cut across SSA programs as shown
on the following page.

INVESTIGATIVE STATISTICS
October 1, 2000 April 1, 2001

Maneh 312001 Septep:r?lgglrjgg, 2001 GRAND TOTALS
Allegations Received 53,742 61,359 115,101
Cases Opened 4,799 5,966 10,765
Cases Closed 4,657 4,979 9,636
Arrests/Indictments 1,460 1,272 2,732
Total Judicial Actions 1,866 2,434 4,300
Criminal Convictions 807 607 1414
Civil/CMP 43 29 72
lllegal Alien Apprehensions 353 303 656
Fugitive Felon Apprehensions 663 1,495 2,158

Significant Activities
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FUNDS REPORTED
October 1, 2000 through April 1, 2001 through
March 31, 2001 September 30, 2001
SSA Funds Non-SSA Funds* SSA Funds Non-SSA Funds*
Scheduled Recoveries $9,239,876 $186,558 $15,476,466 $3,212,819
Fines $283,253 $355,772 $100,267 $260,422
Settlements/Judgments $2,197,895 $5,000 $1,602,914 $51,829
Restitution $9,193,191 $21,004,880 $6,077,936 $15,056,522
Estimated Savings $73,626,888 $12,974,928 $108,035,518 $22,785,684
TOTALS $94,541,103 $34,527,138 $131,293,101 $41,367,276
GRAND TOTAL $129,068,241 $172,660,377
FY 2001 TOTAL $301,728,618
*Non-SSA Funds represent monies attributed to other government organizations and financial institutions that benefit from the results of our
investigative work. All figures include funds reported for civil actions.

Allegations Received Allegations Received
by Category by Source
FY 2001 FY 2001
Grand Totals Grand Totals
SSN 65,220 Private Citizens 65,038
SSI Disabilit y 19,737 Anon ymous 22,757
Disability Insurance 17,408 SSA Employees 12,153
Old Age and Sur vivors 9014 Law Enforcement 9,920
Insurance ’
Public Ag encies 2,953
Other 2,296
Beneficiaries 2,280
SSI Aged 888
TOTAL 115,101
Employee 538
TOTAL 115,101

Significant Activities
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Each year we assess the most sig- Below we discuss each of our criti- - -
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management issues are based upon
discussions that we have had with
SSA and acknowledges the
progress SSA has made over the
last year.

Based on legislation and our audit
and investigative work, we have
determined that the ten most signif-

icant management issues facing
SSA in FY 2001 are:

1. Critical Information Infrastruc-
ture

Disability Redesign
Earnings Suspense File
Enumeration

Fraud Risk

Government Performance and
Results Act

7. Identity Theft
8. Representative Payee
9. Service to the Public

AN L T

10. Systems Security and Controls

At the same time, we have worked
on the significant management
issues for FY 2002, and transitioned
our work efforts into these areas in
October 2001.

As technology advances and our
reliance on technology increases,
the need for a strong information
infrastructure becomes even more
important. Along with the explo-
sive growth in computer intercon-
nectivity comes the ability to
disrupt or sabotage critical opera-
tions, read or copy sensitive data,
and tamper with critical processes.

SSA’s current information security
challenge is to understand system
vulnerabilities and how to mitigate
them effectively. At SSA, this
means making sure that its critical
information infrastructure is
secure.

Many challenges exist in obtaining
and maintaining a secure critical
information infrastructure. One of
these challenges is the rising expec-
tations of the American public. The
public expects SSA to provide ser-
vice comparable to private indus-
try. This can only be accomplished
by keeping current with technolog-
ical changes.

Each year, we contract with a pub-
lic accounting firm to audit SSA’s

iIssuesfacingt he
Agency.

Significant Management Issues Facing SSA
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Our Electronic
Crimes Team
provides
technological
assistance to our
inve stigat ors who
are involv ed in
increasingly more
comple x

inve stigations .

coverage of certain critical systems
and applications. The firm’s find-
ings have included the need for
SSA to strengthen system password
requirements and establish a secu-
rity program for its internet envi-
ronment. We are also members of
several critical infrastructure pro-
tection workgroups and commit-
tees that provide guidance and
monitor the Agency’s progress in
this area.

Our audit and investigative work
has disclosed weaknesses in SSA’s
critical information infrastructure
efforts. We recently audited SSA’s
Systems Security Program, and our
findings indicated SSA needed to
develop a more comprehensive
system security plan for the main-
frame and distributed computing
environments.

It also needs to implement global
email and other appropriate meth-
ods for broadcasting computer inci-
dents, and develop sanctions for
users who cause system disrup-
tions or share passwords. Other
reviews indicated that SSA needed
to terminate access to critical pro-
cesses when access is no longer
needed and consistently perform
required background checks of cer-
tain SSA employees.

As SSA embraces “electronic ser-
vice delivery,” many of its func-
tions will be available on the
internet. With this transition, we
expect that the occurrence of
attempted internet fraud and other
criminal activity conducted in an
automated environment will
increase. The Electronic Crimes

Team (ECT) within our Critical
Infrastructure Division (CID) is
equipped to meet this challenge.

This Team provides technological
assistance to our investigators as
well as investigative assistance to
the Agency in resolving intrusions
into SSA’s network computer sys-
tems. In addition, this Team has
gained the added responsibility of
identifying and addressing the
exploitation of SSA’s systems and
electronic services.

The computer forensic examina-
tions performed by ECT members
have been critical in providing vital
evidence to OI case agents. Our
agents have cracked passwords
allowing access to critical eviden-
tiary information; recovered
deleted files and retrieved deleted
images that revealed pertinent
information concerning the devel-
opment of false identification docu-
ments; and have successfully
reconstructed accounting records
for our auditors.

During this reporting period, we
participated in the following sys-
tems security issues meetings, sys-
tems security conferences, and
controls related activities:

I Testified before the House
Committee on Ways and Means
Subcommittee on Social Secu-
rity at a public hearing on Pro-
tecting Privacy and Preventing
Misuse of Social Security Num-
bers. ECT demonstrated to the
Subcommittee how the internet
could be used to facilitate
crimes involving SSN misuse.

Issue 1: Critical Information Infrastructure
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[ CID has worked with SSA to
identify key assets associated
with threats, risks and vulnera-
bilities and developed mitiga-
tion plans.

[ Continued to provide develop-
mental and instructional sup-
port to the Security Specialties
Division, Federal Law Enforce-
ment Training Center, Critical
Infrastructure Protection Train-
ing Program.

[ Assisted Do]’s Office of Justice
Programs, National Institute of
Justice in the development of a
nationally publicized pamphlet
entitled “Electronic Crime Scene
Investigation - A Guide for First
Responders.” ECT served as a
technical resource on this
project.

[ Worked with the Inspector Gen-
eral Criminal Investigator
Academy, to develop a curricu-
lum for law enforcement train-
ing in a course entitled “First
Responder to Electronic Evi-
dence”.

[ Provided support to the
National Infrastructure Protec-
tion Center as participants of
the Inter-Agency Coordinating
Cell, which is compiled of gov-
ernment-wide membership and
provides investigative support
on a national scale.

[ Provided support to the Joint
Terrorism Task Force investi-
gating the World Trade Center
and Pentagon attacks.

Along with these accomplishments,
ECT staff completed 39 forensic
exams, requiring 930 hours of
examination time. An additional
704 hours of initial and advanced

training were also completed, and
several ECT staff provided first
responder training to our agents,
other agency law enforcement
officers, and members of the
USAO.

During this reporting period, we
also completed the following
reviews.

Review of SSA’s Critical
Infrastructure Protection
Program (Limited Distribution
Report)

Our objective was to deter-

mine the adequacy of SSA’s

Critical Infrastructure Pro-

tection Plan (CIPP) for its
physical assets as it relates to Presi-
dential Decision Directive (PDD)
63. The President’s Council on
Integrity and Efficiency and Execu-
tive Council on Integrity and Effi-
ciency initiated a four-phase review
to determine the adequacy of the
Federal Government’s critical infra-
structure protection program in the
context of PDD 63.

The results of our review revealed
that SSA has made significant
progress in addressing the national
PDD 63 initiative. During the
review, we noted that the Agency
began to implement the recommen-
dations below. However, we fur-
ther noted that SSA needs to
include more detailed information
in its CIPP, identify interdependen-
cies involving its critical physical
assets, and continue its efforts in
completing vulnerability assess-
ments.

Issue 1: Critical Information Infrastructure
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We recommended that SSA:

1. Update CIPP to include a time-
line for incremental reviews of
SSA’s existing physical security
policies and procedures.

2. Develop and update CIPP to
incorporate implementation
dates for inclusion of critical
infrastructure protection func-
tions in SSA’s strategic planning
and performance framework.

3. Develop training goals for the
CIPP to ensure that it has the
personnel and skills necessary
to implement a sound infra-
structure protection program.

4. Identify SSA’s interdependen-
cies with other Federal agencies
for its physical assets as defined
in Project Matrix.

5. Continue performing vulnera-
bility assessments for its critical
physical assets.

Due to the sensitive nature of this
audit, we cannot describe the
detailed findings of this report and
it is not available for distribution.

SSA’s Compliance with the
Government Information
Security Reform Act

Our objective was to evalu-
ate SSA’s compliance with
the Government Information

Security Reform Act!
(GISRA).

1. Public Law 106-398, Title X, sub-
title G.

GISRA requires each agency to per-
form an annual program review of
its information security plan and
requires the IG or the independent
evaluator to perform an evaluation
of the agency’s security program
and practices.

The impact of the information sys-
tem security weaknesses is increas-
ing for several reasons. SSA is
placing an even greater level of ser-
vices online, which increases SSA’s
exposure for security risks to its
systems. Also, SSA is placing a
greater reliance on technology to
accommodate the expected increase
in workload and expected decrease
in staff. Technology changes so
quickly that the individuals who
would exploit the information
security weaknesses are also gain-
ing new means and opportunities
to do so.

In meeting its overall security pro-
gram needs, our assessment found
that SSA uses accreditations, which
is the administrative process that
certifies that an application system
meets all security regulations and
standards. It also uses program
reviews and independent evalua-
tions to assess the performance of
its security program. SSA does pro-
vide security training to the indi-
viduals with security responsibility
and considers information technol-
ogy (IT) security in the budget pro-
cess.

At the time of our assessment, the
Agency had not developed specific
performance measures. However,
as of the date of this report, SSA
advised that those measures would

Issue 1: Critical Information Infrastructure
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be published as part of this GISRA
report. Because these measures
were not available during the
assessment period, we could not
speak to their effectiveness.

SSA has also not evaluated all of its
critical assets as required by the
Computer Security Act of 1987, which
requires each agency to establish a
plan for the security and privacy of
each Federal Computer System,
which is within or under the super-
vision of that Agency and has been
identified by the Agency as con-
taining sensitive information.

We also found that SSA does not
globally track IT security training
taken by its security staff, and does
not itemize IT security costs by
projects.

We concluded that SSA generally
meets the requirements of GISRA;
however, there are opportunities
for the Agency to strengthen its
information security framework to
ensure full compliance with GISRA
and the information security-
related laws and regulations that
provide the foundation for GISRA.

Due to the sensitive nature of this
audit, we cannot describe our
detailed findings. This report is not
available for distribution.

ISSUE 2: DISABILITY
REDESIGN

SSA manages two large Federal
programs that pay monthly bene-
tits to qualified individuals with
severe disabilities—the Disability

Insurance (DI) and SSI programs.
In the 3-year period between

FYs 1991 and 1993, initial claims for
these benefits climbed from 2 to
2.6 million. SSA has experienced
difficulty processing claims in a
timely manner.

As many as two-thirds of claimants
who filed an appeal eventually
received a favorable decision at the
hearing level, which could indicate
potential problems with either ini-
tial or appellate decisions and
raises questions about the fairness
and efficiency of the process. SSA
concluded that the best approach to
effectively respond to these prob-
lems was to fundamentally over-
haul the way in which disability
claims are processed to decide
whether or not a claimant was eligi-
ble for disability benefits.

Audi t staff frequently
meet with Agency
officials to discuss OIG’s
reco mmen dations.

To that end, SSA embarked on an
ambitious series of initiatives to
improve its accuracy and service.
Its Disability Redesign Plan was
issued in September 1994. With its
redesign plan, SSA hoped to
achieve five goals that would
improve the process. The plan orig-
inally included 83 initiatives to be
accomplished over 6 years.

In a 1996 General Accounting
Office (GAO) report, GAO con-
cluded that SSA’s plan was overly
ambitious. At that time, SSA had
made little progress toward meet-
ing its goals, could not show posi-
tive results, and faced difficulty
obtaining and keeping support of
some stakeholders. In response,
SSA issued a scaled-back redesign
plan in February 1997, which

Issue 2: Disability Redesign



20

SEMIANNUAL REPORT TO CONGRESS 4/01/01-9/30/01

Auditors prepare to brief
Agency officials on their
audit findings and
recommen dations.

focused on eight key initiatives to
be accomplished within 9 years.

SSA’s current plan entitled, Social
Security and Supplemental Security
Income Disability Programs: Manag-
ing for Today, Planning for Tomorrow,
was issued on March 12, 1999. The
plan had four broad goals: Improve
the Disability Adjudication Process;
Enhance Beneficiaries” Opportuni-
ties to Work; Safeguard the Integ-
rity of Disability Programs; and
Improve the Knowledge Base for
the Next Century.

To improve the disability adjudica-
tion process, the 1999 plan
announced a 10-State prototype of
modifications to the disability pro-
cess. In a January 10, 2001 report
entitled, Managing Social Security
Disability Programs: Meeting the
Challenge, SSA reported on the sta-
tus of the evaluation of the proto-
type and tentative plans for a
national rollout.

In August 1999, SSA published
plans to improve the hearings and
appeals processes. SSA designed
the Hearings Process Improvement
and the Appeals Process Improve-
ment plans to expedite Office of
Hearings and Appeals (OHA) pro-
cesses for appealed cases and to
reduce backlogs.

SSA began implementing its Elec-
tronic Disability (eDib) System in
the Spring of 1999. The eDib Sys-
tem is the Agency’s technological
approach to creating a paperless-
disability claims process. We have
been periodically monitoring the
electronic service delivery aspects

of eDib through various SSA steer-
ing committees and we will assess
the success of these initiatives as
they are implemented.

During the reporting period, we
also conducted the following
audits.

Assessment of the Hearings
Process Improvement Plan
Phase 1

The objective of our review

was to obtain employee

assessments of the results

of the OHA implementa-
tion of Phase 1 of the Hearings Pro-
cess Improvement Plan (HPI).

We surveyed 1,326 employees in 37
Phase 1 Hearing Offices (HO). Our
survey results showed that OHA
has an experienced workforce that
was trained before and after the
HPI Phase 1 implementation, and
employees have an understanding
of what is expected of them. Our
survey results also showed that
employees expressed some con-
cerns with the transition.

We recommended and SSA agreed
to: (1) establish a timeframe by
which HOs should implement all
parts of the HPI Plan; (2) reassess
training needs for nonmanagers
and ensure they have an adequate
understanding of OHA's expecta-
tions under the HPI Plan; (3) re-
evaluate the staffing needs for tech-
nicians and clerical staff within
each HO to maximize productiv-
ity; and (4) perform an evaluation
of standing orders, or the lack of
standing orders, in each office to
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ensure employees have clear and
uniform instructions from adminis-
trative law judges within each pro-
cessing group.

Medical Evidence of Record
Collection Process at State
Disability Determination
Services

The objectives of this
review were to: (a) review
and assess the efficiency of
the medical evidence of
record (MER) collection process at
State DDS, and (b) assess the DDS’
ability to provide SSA with man-
agement data.

We found that the current MER col-
lection times account for a consid-
erable portion of overall disability
claims processing times because the
processes of requesting and receiv-
ing MER are slow and labor-inten-
sive for both the DDS and the
claimant’s treating source. As such,
the time it takes treating sources to
respond to DDS requests for MER
can vary from a few days to several
weeks.

We recommended that SSA:

1. Pursue options for improving
MER collection times at DDSs
experiencing problems in
receiving MER within 30 days
from the date of the request.
(This should include sharing
DDS best practices that have
been innovative in obtaining
MER timely.)

2. Conduct a study to determine
whether savings in consultative
examination costs could be real-

ized by providing a financial
incentive to medical providers
who submit MER within 30
days from the date of the
request.

3. Improve its oversight of the
DDS MER collection process by:
(a) developing uniform MER
data collection requirements for
DDS, and (b) performing peri-
odic evaluations of MER collec-
tion processes and times at
DDSs to develop best practices.

SSA agreed with our first recom-
mendation, but disagreed with rec-
ommendations two and three.

ISSUE 3: EARNINGS
SUSPENSE FILE

An individual’s earnings are the
basis to calculate Social Security
benefits. SSA establishes and main-
tains a record of an individual’s
earnings for use in determining an
individual’s entitlement to benefits
and for calculating benefit payment
amounts.

The Earnings Suspense File (ESF)
primarily consists of wages
employers report to SSA that are
put into suspense because the name
and SSN do not match validation
criteria within SSA’s systems.
Although SSA has reported it cor-
rectly posts over 99 percent of all
wages received, those wages that
cannot be posted to earners’
accounts continue to accumulate in
the ESF. Between Tax Years (TY)
1937 and 1999, the ESF grew to
about $333 billion in wages repre-

Issue 3: Earnings Suspense File
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Investigators revi ew
earnings informationas a
regular part of their cas e
development.

senting approximately 227 million
wage items.

Suspended wage items continue to
grow, and there is a possible link
between the number of suspended
wage items and the growth of SSN
misuse allegations and fraud. This
concern not only affects SSA pro-
grams but transcends to other Fed-
eral entities, such as the Internal
Revenue Service (IRS) and the
Immigration and Naturalization
Service (INS).

Each year about 21 million wage
items have an invalid name and
SSN combination and SSA, through
extensive computer matches and
manual efforts, is able to reduce
this number to around 6.5 to 7 mil-
lion items. Additional edits on

. invalid wage items can take up to 2

years.

Another concern is the additional
administrative cost required to
match data to individual records to
correct invalid earnings informa-
tion. In the past, SSA has noted it
can cost as much as $300 to correct
an earnings item once it has gone
into suspense, compared to a cost
of only 50¢ if the earnings had been
reported correctly.

SSA has developed a Tactical Plan
containing an overall strategy and
several projects designed to reduce
the ESF’s rate of growth and size.
However, the changes called for in
the Plan are long-term, and several
factors, both internal and external
to SSA, hinder the efforts with the
most potential to reduce the ESF’s
size and growth.

Some of the internal factors hinder-
ing efforts to reduce the ESF’s size
include: (1) SSA has placed a higher
priority on other automated sys-
tems developments, and (2) SSA
has not linked available informa-
tion in its database to identify
chronic “problem” employers who
continually submit annual wage
reports with multiple errors.

External factors include other Fed-
eral agencies with separate, yet
related mandates, such as the IRS’s
failure to sanction employers for
submitting invalid wage data and
INS” complicated employer proce-
dures for verification of eligible
employees.

In September 2000, SSA contracted
with a national independent
accounting firm to review the ESF
and provide recommendations and
alternatives for the management of
this file. The contractor provided
the final report to SSA on July 18,
2001 and an executive briefing was
held in August. SSA is currently
considering the report’s recommen-
dations.

Our auditors issued the following
reports related to the ESF during
this period.

Force Processing of Magnetic
Media Wage Reports with
Validation Problems

The objective of our audit
was to review SSA’s man-
agement oversight of force
processing. During TY's
1996 through 1998, SSA increased
the accuracy threshold for reported
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wages from 10 percent to 50 per-
cent. Prior to this change, SSA had
accepted wage reports if as much as
90 percent of the wage items had
name and SSN mismatches. In
addition, the instructions for the W-
2 contain a penalty provision of $50
per error for submitting inaccurate
name and SSN combinations.

If an employer fails to meet the
accuracy threshold after attempting
to correct the wage information,
SSA will still process these wage
items, which SSA commonly refers
to as “force processing.” SSA also
warns the employer it will force
process the report one time only.
Despite these warnings, SSA con-
tinued to force process wage
reports for 285 employers during
TYs 1996 through 1998; and 3,428
additional employers during TY's
1997 and 1998.

We also found SSA had not identi-
tied these employers for the IRS to
assess monetary penalties of $50
per error. If assessed, this penalty
would have totaled approximately
$8.5 million for the 285 employers
that continued to submit W-2s with
incorrect names and SSNs for 3
consecutive years. Since SSA per-
mits employer’s wage reports to be
force processed over multiple
years, and the IRS has not assessed
penalties, there is no incentive for
employers to improve their wage
reporting accuracy and no
improvement to the overall wage
reporting system.

Some of our recommendations to
SSA were to develop a manage-
ment information system to iden-

tify employers who have their
wage reports force processed and
the number of times, and to pro-
vide information on chronic prob-
lem employers to the IRS to impose
penalties. In the event the IRS fails
to impose such penalties, SSA
should consider a legislative pro-
posal to establish its own sanction-
ing (penalty) authority.

In its response, SSA noted that a
management information system to
track force processing information
is no longer necessary since it had
changed the name and SSN thresh-
old to allow 95 percent of an
employer’s electronic wage reports
to be in error before SSA rejects the
submission. By implementing this
policy, SSA virtually eliminated the
need for force processing, while
allowing the Agency to more
readily identify, track, and work
with employers having a high rate
of items with name and SSN mis-
matches.

SSA also noted that it has improved
the educational correspondence it
sends to employers with name and
SSN mismatches. Finally, the
Agency provided a list of 100
employers with the largest number
of name and SSN match failures in
consecutive years to the IRS in
August 2000. IRS expressed interest
in the listing but has not assessed
penalties.

We believe SSA’s elimination of the
50 percent threshold and its
replacement with a 95 percent
threshold (of mismatched records)
leaves the Agency open to greater
reporting errors and more sus-
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pended wages. For this reason, we
encourage SSA to maintain the 50
percent threshold.

Finally, SSA has been warning
employers about sanctions for sev-
eral years without any real action
by the IRS. Elevating this language
without IRS follow-through will do
nothing to improve the quality of
wage reporting or reduce the ESF’s
size and growth. Itis for this reason
that we continue to encourage SSA
to seek its own sanctioning author-
ity if efforts with the IRS fail to pro-
duce results.

Management Advisory Report -
Review of Service Industry
Employer with Wage Reporting
Problems

The objective of our review

was to understand possible

reasons why employers

submit erroneous wage
reports. To do this, we performed
an in-depth case study of an
employer who continually submit-
ted large numbers of invalid wage
reports to SSA. Specifically, we
determined the causes of this
employer’s wage reporting errors
and irregularities; and identified
steps that SSA has taken to reduce
such occurrences.

We identified several factors that
contributed to the volume of this
employer’s suspended wages:

1. The transient nature of the
employer’s workforce.

2. The use of invalid documents
by workers when they were

hired.

3. The employer’s flexible hiring
policy and weak internal con-
trols.

4. The employer’s failure to use
available SSA programs to ver-
ify employee documents.

SSA provides various programs to
assist employers in preparing accu-
rate wage reports, including a vol-
untary name and SSN verification
program, the Employee Verifica-
tion Service (EVS), that could have
significantly reduced the amount of
suspended wages for the profiled
employer. The employer was either
unaware of these verification pro-
grams or reluctant to use them. In
the case of the profiled employer,
we estimate that up to $10.2 million
in suspended wages could have
been prevented or at least reduced
in TY 1997 had the employer used
EVS.

SSA even has plans to expand EVS
into an online system for employ-
ers, which SSA has estimated could
prevent up to 200,000 items from
going into suspense annually. We
estimated that this online EVS
(OEVS) could save up to $6 million
annually in administrative costs
since SSA would avoid the cost of
reinstating these 200,000 wage
items.

SSA is also evaluating pilot verifi-
cation programs with the Office of
Child Support Enforcement (OCSE)
and INS to see how they can assist
employers. Both the OCSE and INS
pilots, if proven successful, have an
advantage over the current volun-
tary EVS program for registered
employers since they provide more
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timely feedback to large employers.
As of the end of our review, the
results of the OCSE pilot were
under evaluation, while the INS
pilot is scheduled for completion in
November 2001.

We made the following additional
recommendations to SSA to
improve oversight of employers
with large numbers of suspended
wage items and provide them with
sufficient tools to detect erroneous
data:

1. Until the use of EVS is manda-
tory, ensure Employer Services
Liaison Officers increase aware-
ness of EVS among those
employers who have submitted
large numbers of suspended
wage reports, including those
identified in our earlier audit of
the top 100 employers in the
ESEF.

2. Prioritize the implementation of
the ESF Tactical Plan proposal
to provide OEVS to employers,
which will assist in identifying
invalid documents submitted
by new hires while also pre-
venting up to 200,000 items
from going into the ESF and
reducing overall ESF adminis-
trative costs by as much as $6
million, annually.

3. Continue to pursue and/or
expand upon viable options to
the current EVS procedures,
such as the OCSE and INS
pilots, to broaden employer par-
ticipation in SSA’s name/ SSN
verification projects.

SSA took exception to the state-
ments and recommendations made
in the report because they were
based on the examination of a sin-
gle employer. SSA believes the
most significant cause for wage
reporting errors is the transient
nature of the employers” workforce
and noncompliance on the part of
employers. As a result, SSA is not
comfortable in predicting a signifi-
cant reduction of items in the ESF
as a result of its verification pro-
grams.

SSA also stated that OEVS has
already been put on a priority
track, but disagreed with our
assessment of administrative costs
savings related to the use of OEVS.
SSA noted it will recalculate the
amount to provide a better cost per
reinstatement.

We believe the service industry
employer review builds upon our
work related to the ESF and dem-
onstrates that significant problems
exist in the service industry, specifi-
cally employers with a transient
workforce. SSA agrees this tran-
sient workforce is a significant
cause for wage reporting errors.

In addition, our recommendations
related to the issues faced by this
employer will further SSA’s efforts
to reduce contributions to the ESF.
In fact, SSA concurs with the sub-
stance of our recommendations,
such as educating employers,
implementing OEVS, and pursu-
ing viable options to the current
EVS.

Auditors discussthe
findings from a current
audit assignment.
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HOW TO REPORT FRAUD

The SSA OIG Fraud Hotline offers a convenient means for
you to provide information on suspected fraud, waste, and
abuse. If you know of current or potentially illegal or
Improper activities involving SSA programs or personnel,
we encourage you to contact the SSA OIG Fraud Hotline.

Call
1-800-269-0271

Write

Sacial Security. Administration
Office of the Inspector General

Attention: SSA Fraud Hotline
PO. Box 17768
Baltimore, MD 21235

Fax
410-597-0118

Email

oig.hotline@ssa.gov
Visit our website at www.ssa.gov/oig




Social Security Administration
Office of the Inspector General

6401 Security Boulevard
Suite 300 Altmeyer Building
Baltimore, Maryland 21235-6401

To obtain additional copies of this
report visit our website at
www.ssa.gov/oig or call

(410) 966-4020
SSA Pub.No. 85-007

Published November 2001
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