Audit of the Injury Compensation Program

PURPOSE OF AUDIT

The Office of Inspector General (OIG) conducted an Apency-wide andit of the Injury
Compensation Program (Program) at the Equal Employment Opportunity Commission
(EEOC). This Program was established by EEOC Order 570.006, Injury Compensation
Program, to admimster provisions of the Federal Employees’ Compensation Act (F'ECA).
The objectives of the audit were to evaluate the effectiveness of Program administration and
the adequacy of management controls to prevent fraud, wastc and abusc in processing £777CA
cases. Included in these objectives was determination of adequacy of management controls
over administration of the Program.

FEC'4 authorizes a major Federal benefits program which affects the budgets of all Federal
agencies. In fiscal year 1997, FfCA costs tolaled about $1.8> billion. According (o
testimony in recent Congressional hearings, vulnerabilities in the /5('4 program can lead
to inefficiencies, loss of Federal funds. and a means by which Federal employees can collect
benefits without having any real incentive to return to work,

OIG has not previously audited this Program. However, on January 20, 1995, OIG reported
the results of hmited investigations involving the /04 cases of two EEOC employees.
These investigations were done at the request of EEOC’s Office of Human Resources (OHR)
which, at the ime. was referred to as Human Resources Management Services. The report
of investigation concluded that the claims made by OHR concerning these two emplovees
could not be venfied. One of these cases 15 included in the sample selected for review in this
audit.

SCOPE AND METHODOLOGY

The audit consisted of the review and analysis of procedures, management controls and data
in support of open FECA claims cases involving EEOC employees during the period from
July 1, 1996 through June 30, 1997. OIG reviewed a sample of 22 cases open during that
peniod. These cases include all those with combined medical and wage compensation costs
ol $20,000 or more, and those with cither medical or wage COmMpensanon Costs greater than
$£10,000. Total medical and wage compensation costs for the cases in the sample are
$669,194 (see Appendix). This represents about 85 percent of the total FE (A4 costs of
$787.127 for the 93 cases involving EEOC employees for the year ending June 30, 1997 as
indicated in the Department of Labor’s Office of Workers™ Compensation Programs (OWCP)
chargeback report. Injuries related to these cases occurred from December 1967 to June
1996, OIG also evaluated management controls and comphiance with applicable laws and
regulations through the review of policies, procedures. guidelines, and instructions involving
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the Program. and through responses to a survey questionnaire sent to all District Offices'.
This questionnaire addressed /7:CA training and guidance, injury trend analysis, and claims
review,

The audit was conducted in accordance with generally accepted government auditing
stundards as published in the Comprroller General s Government Auditing Standareds, 1994
Revision and took place from August 1997 through May 1998. Audit performance was
delayed because of OIG staff details to the Federal Managers® Financial Integrity Act review
and other assignments.

BACKGROUND

FECA as amended, provides for benefits to civilian employees of the United States for
disability due to personal injury or disease sustained while in the performance of duty
FECA compensation benefits are based on a percentage of an emplovee’s salary. FEC A
claimants on temporary total disability receive, tax free, 75 percent of their salary if they
have dependents. This is compensation for loss of wage earning capacity Compensation
decreases to 67 percent if the claimant has no dependents. If the claimant is reemployed at
a job paying less than the original pocition, or if' it is otherwise determined that he or she can
perform the duties of a specific job that is deemed suitable, medically and otherwise,
compensation will be payable based on this loss of wage-earning capacity. Survivors of
Federal employees whose deaths are related to employment are also entitled to benefits.

Responsibility for admuustcing the Progiam at EEOC is shared with OWCP, The authority
for administering and enforcing compensation law rests with OWCP while EEOC is
responsible for providing OWCP with all pertinent information on which to base its
decisions. Within EEOC, OHR admimisters the Program but does not process claims or
oversee claims in the field offices.

OWCP administers the Employees” Compensation Fund (Fund) which is used to finance the
FECA program. Each year, OWCP furnishes Federal Agencies with statements of payments
{chargeback reports) made from the Fund ivolving //CA4 claims of Agency employees.
Total payments for #£(’A claims appear on reimbursement requests covering vearly periods
from July of one year to June of the next. OWCP submits these requests to employing

' References to District Offices will assume inclusion of the Washington Field Office.
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Federal Agencics for reimbursement of the Fund. Federal Agencies include reimbursement
amounts in their budget requests to Congress for the next fiscal year and reimburse the Fund
from current year appropriations.

For the year ending June 30, 1997, EEOC’s total ['1:CA costs were $787,127 consisting of
571,521 for wages and $2 15,606 for medical compensation.

MANAGEMENT COMMENTS

Both OHR and the Otfice of Field Programs. as indicated in the attached wnitten comments
(See Attachments One and Two) to our draft report. responded to and agreed with the audit
findings and recommendations. According to the Director, OHR. as indicated in
Attachment One, corrective action is currently underway. Further, meeting with Office of
Field Programs officials to implement recommendations is anticipated.

FINDINGS

OIG fowd diat EROC olficials we cffectuvely adminiswering the Program through the use ol
adequate management controls. While OIG 1dentified areas where improvement could be
made to ensure against potential fraud. waste, and abuse, nothing of a material nature was
found. The most serious finding involved a weakness in verification of OWCP chargeback
report data. The other two findings involve additional resources for District Office staff and
better use ol data to manage the Program. These findings are indicated below:

1, Data Contained in OWCP’s Chargeback Report Are Not Adequately Verified

OHR’s existing management controls for venfyving the accuracy of data contained in the
OWCP chargeback report for year ending June 30, 1997 were not properly executed.
According to Publication Number CA-810, Agencies should review chargeback reports and
vearly reimbursement requests and report any errors to OWCP. OIG found that the
chargeback report for vear ending June 30, 1997 lists two individuals who could not be
identified as current or tormer EEQC employees. EFO(s current procedures for chargeback
report data venfication involve two steps. First. OHR manually compares employee names
on the hardcopy chargeback report to a listing of current emplovees in EEOC’s Personnel
Information Resource System. Second. Office of Information Resources Management
officials electronically match chargeback report data to the Personnel Information Resource
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Svstem data OOHR officials informed OIG that these procedures were followed but cauld
not explain why the non-employees were not identified. As a result. EEOC was charged for
$115 of medical compensation costs for one of these non-employees. According to OHR,
EEOC will take steps to receive a credit for this amount when the reimbursement request

from the OWCP Employees’ Compensation Fund is received. Although this error was not
matcrial in amount, the lack of proper cacvution of existing management conrol procedures
could result in potentially material errors in the future.

2 District Office Staff Who Administer the Program Need Written FECA Guidance
and Additional Training

District Office staff responsible for administering the Program do not have all guidance and
training resources available. According to EEOC Order 370.006, field personnel
management specialists shall conduct ongoing administration of the Program in District
Othices. Responses to OlG’s survey questionnaire from eight District Offices - Albuquerque,
Baltimore, Charlotte, Indianapolis, Memphis, Milwaukee, Seattle, and St. Louis - and the
Washington Field Office, indicated that none of the members of current staffs who
administer the Program have received any formal traming. Further, District Offices reported
the lack of specific wntten giidance. OIG identified guidance that chould be maintained by
cach Distnct Office - EEQOC Order 370.006; OWCP's Publication CA-810,  Injury
Compensation for Federal Employee; Title 20 Parts [ to 25: Code of FFederal Regulations;
and EEOC Managers Guide to Injury Compensation. OIG determined that none of the
District Offices responding to the questionnaire have a complete set of this guidance.
Availability of written guidance and training could enhance Program cflicicncy and lessen
the potential for Program weaknesses.

3, FECA Data Could Be Better Used to Manage the Program

OHR does not provide pertinent FEC'A chargeback report data to Office Directors for
employees with approved /-1:CA claims. According to OWCP's Publication CA-810, Injur
Compensation for Federal Employees, Agencies should pay special attention to chargeback
reimbursement requests and charge costs to the lowest organizational level practicable to
make managers more aware of ['//C’A claims costs. OIG found that EEOC’s FFECA
chargeback costs are not distributed to the lowest organizational level - the District and
Headquarters Offices. Instead. these costs are accumulated at the Agency level within the
payroll-related Personnel Benefits object class. EEOC classifies FECA costs as payroll-
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related costs which are not managed by the Office Directors within individual budget
allowances or tracked in the Monthly Director’s Financial Status Report. Office Directors
are, therefore, not aware of the financial impact of F1CA claims within their area of
responsibility. EEOC’s treatment of such costs 1s consistent with that of another Federal
Agency of similar size and structure, the National Labor Relations Board * OIG therefore
concludes thart the effort involved in anempring 1o budget and account for these cost at the
Office level may not be the most efficient use of resources. However, OHR maintains a
Workers’ Compensation database which includes all medical and compensation data that
OHR receives from OWCP for each EEOC employee with an approved /4 claim. This
data could be used by Office Directors in highlighting excessive costs which could lead to
identification of potential fraud, waste and abuse, and Program weaknesses.

OTHER MATTERS FOR CONSIDERATION

OIG also tound other matters for consideration indicated below that do not have the impact
of findings but, nevertheless. could result in improved Program administration:

. Using data obtained from OWCP, OIG found that EEOC’s claim processing
timeliness performance is mixed, EEQC s performance level for processing CA 7
and CA-8 claim forms. used to claim compensation, 1s 609 percent.  This
significantly exceeds the overall Federal performance level of 31.7 percent. In
contrast, EEOC’s timeliness reporting level for processing CA-1 and CA-2 claim
forms, used by Federal employees to give notice of traumatic injury or occupational
discasc, is 32.0 porcent. This is loss than thie vverall Federal reporting level of 41
percent for timely reporting of these claim forms.  OHR should encourage
Headquarters, District Offices. and claimants to improve reporting timeliness which,
in turn. should improve timely delivery of Program benefits to claimants.

¥ Lastriet Uthees are not pertforming analyses to determine trends in types of traumatic
mjuries and occupational diseases. OIG made a limited analysis of EEOC s 1997
claim data which did not disclose any unusual or significant trends. While there 1s
no requirement, performance of such analyses may highlight potentially stresstul or
unsafe conditions i the workplace which could be brought to management's

* Information concerning the treatment of /50’4 costs at other Federal Agencies is not
readily available
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attention. OHR should provide data concerning causes of injuries and occupational
diseases involving F'ECA claims of their employees to Headquarters and District
Offices and encourage periodic data analysis. Such analysis could be included as a
step in the functional area report of management controls supporting Federal
Managers " Financial tategrity Act assurance statements.

CONCLUSION

OIG concludes that, overall, EEOC is effectively administering the Program and management
controls are adequate to prevent fraud, waste and abuse in processing F%('4 claim cases we
reviewed. However, the conditions reported in FINDINGS indicate improvements can be
made in Program administration. These recommended improvements involve better use and
verification of /'CA data as well as ensuring basic written guidance is maintained in the
District Offices and training is provided to staff who administer the Program in the District
Offices. Additionally, observations reported in OTHER MATTERS FOR
CONSIDERATION indicate further improvements can be made through OHR’s
encouragement of Headquarters, District Offices and claimants to perform more timely claim
processing of forms giving notice of traumatic injuries and occupational diseases. as well as
encouragement of Teadquarters and Disuiut Offices w petiodically analvze data concerning
causes of injunes and occupational diseases involving /1A claims of their employees.

RECOMMENDATIONS

OIG recommends that the Director, OHR:

(1) Ensure proper execution of management control procedures to verify accuracy of data
contained in the OWCP quarterly chargeback reports and vearly reimbursement
requests, and

(2)  Report FECA chargeback data obtained from OWCP. including names of claimants
and cumulative medical and compensation costs, to appropriate Headquarters and
District Office Directors, at least annually
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O1G recommends that all District Othee Directors and the Washington Field Office Director:;
(1) Ensure that current wntten /'7:C’A guidance is maintained consisting of #E0C Order
370.006; OWCP Publication CA-810, Injury Compensation for Federal Employees;
Title 20, Parts | to 25 of the Code of Federal Regudations: and the FEOC Manager's

Cruide to Injury Compensation; and

(2)  Ensure that Individual Development Plans for all staff responsible for administering
the Program are updated to include adequate /£C 4 training.

AUDIT FOLLOWLP

Office of Management and Budget issued Circular Number A-30, Audit Followup, 10 ensure
that corrective action on audit findings and recommendations proceed as rapidly as possible.
EEOC Order 192.002, Audit Followup Program, implements Circular Number A-50 and
requires that for resolved recommendations, a corrective action workplan should be
submitted within 30 days of the final audit report date describing specific tasks and
completion dates necessary to implement audit recommendations. (Circular Number A-50
requires prompt resolution and corrective action on audit recommendations. Resolution
should be made within six months of final report issuance.
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Appendix

Number Case District Date of Tatal
Numher Ofice Injury Medical Wages Compensation

30056496 Philadelphia 1041 5080 % FaT 811 £57.811

e DOOA0135 Charlotte 077 10786 53 24,727 25480
i NE0459072 | Atanta 3407 /89 30,021 30,02
4 (60404477 Altlanta 040173 2716 26,7H) 29,506
3 060468976 | Birmingharm a77174849 299 30,077 33TH
£ 070184638 MNew Orleans 0901782 8,192 48475 3 66T
7 00220530 Clewland /1270 224 15,957 L, 1851
] 090263051 Detroit 0312782 43 379 43379
9 (034992 | Indianapolis 0612190 1 .03 101434 11,470
i | 3061 2028 Los Anpeles 0141 7/80 70 18,940 AR EY
I 130771801 Phoetiy D5/10/85 14,865 [4.86%
12 130863202 | Los Angeles DT/28/88 43,300 26483 64,792
13 [40232812 Seattle DX19/88 15,380 15,380
14 L2159 Atlanta 021703 LisT 26 207 1o
15 | 6233617 New Orleans 1072993 I8, 3006 11212 31718
Lex 160220980 New Orleans 10723092 1,918 41,252 13170
|7 160239733 Mew Orleans D521 194 L. 187 14,78 15,974
18 250264503 Headquanters L3084 16,723 TRT [7.510
14 250305108 Headqguarters 0472387 23477 23477
20 | 30296337 Albuquerque 120767 T 123 16,142 23265
21 160276306 Meww Cirleans MR350 15,352 & 50 25,243
22 020717598 Pruladelphia D260 18635 18,633

Totals SISZATS | SSI6TIO | $669,194 |




