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PROJECTS PLANNED AND ACTUAL RESULTS





The OIG's FY 1996 Plan included 130 planned projects, as shown below.  The chart presents the 130 projects by OIG office and type of review, the number cancelled or not started, the number of reports that were issued during FY 1996, and the number of FY 1996 projects carried over to the FY 1997 Plan.
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*The number of proposal reviews completed is dependent on the number requested from VA's


 National Acquisition Center, with only 2 requested during FY 1996.





**An additional 29 reports (15 audit, 12 healthcare inspection, and 2 contract review) were


 issued in FY 1996, resulting from unplanned projects.


�
The 20 projects cancelled or not started included 9 proposal reviews and one financial review expected to be requested by VA program officials that didn't materialize, 3 projects deferred to FY 1997 due to other higher priority projects, and 7 projects cancelled or not started to avoid duplication with other reviews or based on the results of other reviews.





The 67 projects carried over to the FY 97 plan included some projects started in the fourth quarter of FY 1996, with final reports planned to be issued on all 67 projects by the fourth quarter of FY 1997.





STATISTICAL HIGHLIGHTS





The following chart highlights the statistical accomplishments of the Office of Inspector General for FY 1996.





Work Completed/Results					





Reports Issued


   Audit									 34


   Healthcare Inspection							 17


   Special Inquiry								 19


   Contract Reviews by OIG Staff					 20


   Contract Reviews by Other Agencies					 59


Potential Monetary Benefits						$136.7 million 





Investigative Activities


   Investigative Cases Closed						 261


   Convictions								 138


   Administrative Sanctions						 193


   Fines, Penalties, Restitutions, and Civil Judgments		$64.4 million 


   Investigative Recoveries and Savings					$ 3.9 million 


   


Hotline and Special Inquiry Activities


  Hotline Cases Closed							 531


  Administrative Sanctions						  56


  Letter Reports Issued						  	  17


  Administrative Closures							  16





Healthcare Inspection Activities


    QA/Patient Care Reviews						  34


    Clinical/Quality Liaison Case Evaluations				   3


    Medical Inspector (MI) Case Evaluations				   7


    Clinical Consultations/Technical Support				  66





SIGNIFICANT OIG ACCOMPLISHMENTS





During FY 1996, OIG oversight work remained committed to identifying opportunities for improving VA.  The following accomplishments, by OIG operational component, reflect the OIG's commitment to conduct projects aimed at achieving the overall goal of creating a Government that works better and costs less, and to conduct projects that are important to Congress, VA leadership, and to veterans and their families.





INVESTIGATIONS





During FY 1996, the Office of Investigations devoted a significant portion of its resources reacting to allegations involving the health care and benefit programs, drug control, procurement, and employee integrity.  Results of these efforts include:





	-	A company was sentenced to pay a $10 million fine; to serve 5 years’ probation; and to complete 2,500 hours of community service during the next 5 years.  The criminal fine is the largest ever levied in a jury trial in the history of the Department of Justice, Antitrust Division.  The company also settled Federal and state class-action civil lawsuits for another $18 million.  The company previously had been found guilty of conspiring to raise and fix prices on products sold to VA medical centers and other Government agencies.


		


	-	A manufacturer and wholesaler of health care products, equipment, and supplies agreed to pay the Government $6.4 million to settle allegations that it presented more than 3,200 false invoices to VA for payment.  The investigation determined the company failed to disclose that products provided to VA were manufactured in non-designated foreign countries, in violation of contract requirements.


		


	-	An attorney was sentenced to 24 months’ imprisonment and 3 years’ supervised release and ordered to pay $2.8 million in restitution.  The attorney pleaded guilty to conspiracy, mail fraud, and misappropriation by a fiduciary.  The investigation revealed that the attorney aided and abetted his former law partner in the misappropriation of $240,935 belonging to veterans, in addition to defrauding 244 other individuals out of a total of $12.5 million.


		


	-	A former state Veterans’ Service Officer (VSO) was sentenced to 63 months’ imprisonment, 36 months probation, and ordered to pay $250,000 in restitution for conspiracy, embezzlement, and money laundering in connection with a scheme to defraud VA.  The subject filed false medical claims for over $2 million on behalf of veterans and then used deceit and threats of force to make them pay “kickbacks” ranging from two thirds to the entire amount of the Government checks issued to them.





		


	-	A VA property management broker was sentenced to 27 months in prison, ordered to pay $205,000 in restitution to VA and HUD, placed on 3 years’ probation, and directed to have no involvement in the sale or purchase of real property.  He pleaded guilty to acquiring fraudulently over 100 homes whose mortgages were guaranteed by VA or insured by HUD, and also pleaded guilty to equity skimming.  While the homes were in foreclosure, the broker fraudulently purchased the properties, intentionally failed to record the deeds, and placed short-term tenants in the properties.





	-	An individual was sentenced in U.S. District Court to 9 years' incarceration.  The individual previously had pleaded guilty to three counts of felony distribution of a controlled substance, one count of felony possession with intent to distribute a controlled substance, and one count of possession of a firearm by a convicted felon.  The individual traded narcotics for cash and a gun from an undercover agent assigned to VA's Specialized Investigations Regional Task Force.





AUDITS





During FY 1996, the Office of Audit conducted 50 program and financial audits, reviews, and evaluations in the following major program areas: 





HEALTH CARE





During Fiscal Year 1996, 18 reports were issued relating to health care.  Our assessment of VA’s Drug Management Program concluded that VHA has made significant enhancements in its management of drugs, which have improved customer service, quality of care, accountability and security, and operational efficiency.  Our review of VA’s Spinal Cord Injury (SCI) Program concluded that the delivery of SCI services could be improved by more consistent implementation of some national SCI policies and operating criteria including those which govern waiting lists, annual examinations, treatment plans, and coordination of care.  Our review of VA’s Income Verification Match (IVM) Program showed that both VBA and VHA achieved positive cost benefit ratios of $1 to $5 and $1 to $4 respectively in IVM program operations during Fiscal Year 1995.





VETERANS BENEFITS





An audit of Veterans Benefits Administration (VBA) compensation and pension award processing found that services could be delivered more timely and efficiently by using prospective award adjustments coupled with enhanced beneficiary dial-in telephone inquiry services.  The revised procedures we recommended would streamline due process notification procedures and eliminate delays in adjusting benefits that result $24.5 million overpayments annually.  As part of a review of Veterans Assistance Services provided by VBA, we assessed customer assistance provided by telephone.  Our review showed that VBA was not meeting its customer service standards for telephone assistance, but responsible officials have initiated changes to improve service including (i) use of interactive voice response technology, (ii) expanded call distribution, and (iii) revised routing of education program inquiries.





ACQUISITION AND CONSTRUCTION





We reviewed the need for a $15 million cost limit increase (CLI) for a clinical addition project at a VA medical center and concluded that program managers made or accepted inaccurate cost estimates and understated space to be constructed or renovated, did not adjust the project scope as necessary, and did not take effective action to stay within budget.  No recommendations were made because nothing could be done to change the need for the CLI and VHA had already initiated action to address weaknesses in the construction management process.  Our review of VA’s compliance with the requirements of OMB Circular A-131, Value Engineering, found that most of the requirements had not been implemented and VA’s FY 1994 report to OMB on value engineering activities was inaccurate.  VA management officials plan to issue policy and guidance and conduct training to improve the program.





FINANCIAL MANAGEMENT





In accordance with requirements of the Chief Financial Officers (CFO) Act, we audited the Department’s Consolidated Financial Statements (CFS) for the Fiscal Years ended September 30, 1994 and 1995.  We concluded that VA’s financial statements fairly represented the results of operations, except for cited qualifications, and made recommendations to assist the CFO identify the steps necessary to remove the qualifications to our opinion.  We also issued management letters which offered observations and advice for improving day-to-day accounting operations, and for controlling and protecting assets.  Additionally, our review of open FY 1996 obligations identified $36.5 million in current year obligations that could be canceled and the funds used to meet other needs.





INFORMATION RESOURCES MANAGEMENT





Audits of VA computer systems identified several security vulnerabilities requiring correction.  Our audit of Security Controls at the Austin Automation Center (AAC) identified: (i) physical control weaknesses that made the AAC vulnerable to unauthorized access by persons intent on causing damage and/or harm to employees; and, (ii) electronic control weaknesses that made the computer systems vulnerable to unauthorized access and usage.  An audit of the Decentralized Hospital Computer Program (DHCP) Security found that: (i) security procedures were not effective in limiting users’ access only to appropriate levels; (ii) an excessive number of employees could access, alter, or delete sensitive patient and financial data; and, (iii) facility Information Security Officers were not always involved in their medical centers’ security programs.  The final phase of the Audit of IFCAP concluded that in many respects the IFCAP system is performing as designed, but significant problems exist with: (i) the security procedures dealing with access to the IFCAP system and data within it; and, (ii) backup and recovery procedures.





HEALTHCARE INSPECTIONS





During FY 1996, the Office of Healthcare Inspections (OHI) completed four nation-wide program evaluations.  Our review of VHA’s Papanicolaou (Pap) Smear program found that the program operates effectively, but VHA managers need to:  (1) ensure consistency in specimen collection procedures, (2) verify the accreditation of contract laboratories, and (3) limit the number of slides read by technicians and pathologists.  Another review of VHA’s Policies and Procedures for Managing Violent and Potentially Violent  Psychiatric Patients concluded that VHA had taken appropriate actions to ensure patient, employee, and public safety as well as to ensure appropriate healthcare measures to manage and treat these types of patients.  As an additional effort, we recommended (1) use of the Patient Incident Reporting program for both monitoring and planning purposes, and (2) exploring the feasibility of establishing regional units to care for the most difficult psychiatric patients, and a flagging system to alert VAMC employees when patients with histories of violence present for treatment.





OHI's review of VHA’s Patient Representative Program (PRP) concluded that the program functions effectively in most areas and is generally responsive to the concerns of patients and their families or representatives.  To strengthen the program, we recommended that VHA develop methods for systemic data collection and trending of consumer complaint or compliment information and use the data for problem identification and resolution.    We also evaluated VHA’s Quality Improvement Checklist (QUIC) Program, a program established to identify both operational and clinical areas in need of improvement at specific VA medical centers through the use of a checklist of key quality of care indicators.  We found improvements were needed to address both the accuracy and use of QUIC program data generated from the checklists, areas subsequently addressed by VHA through development of performance measures and ongoing implementation of its Decision Support System





OHI staff also completed 54 inspections resulting from Hotline contacts concerning the quality of care and services provided to individual veteran patients at 42 VAMCs.  Many of these inspections were requested by members of Congress, the Secretary, and veterans or family members of veterans who received care in VA facilities.





CONTRACT REVIEWS AND EVALUATIONS





Contract review efforts during FY 1996 will result in the recovery of approximately $28 million from contractors based on overcharges identified in drug pricing reviews and post-award audits.  These recoveries represent the Office of Acquisition and Materiel Management, the Veterans Health Administration, the Office of General Counsel, and the OIG working together as a team to produce these results.  Potential dollar recoveries associated with on-going work amount to about $70 million.  Results of FY 1996 efforts included:





	-	A Federal Supply Schedule (FSS) contractor for surgical instruments and supplies agreed to pay the Government $10 million to settle claims that it failed to provide complete, accurate, and current pricing information to VA during negotiations for a 5-year, $52 million contract.  VA’s Supply Fund will receive $6.5 million of the $10 million settlement.  In addition,  a corporate responsibility plan was negotiated with the company requiring it to take corrective action, including the development and implementation of a management information system, and a requirement for a multi-year compliance review involving a third party.





	-	An FSS generic drug company agreed to pay the Government $7.5 million to settle allegations related to defective pricing.  An OIG contract review and investigation disclosed that, during contract negotiations, the company failed to provide the VA National Acquisition Center contracting officer with complete, accurate, and current information regarding discounts and concessions given non-FSS customers that resulted in lower prices than those offered the Government.  VA’s Supply Fund will receive about $6.3 million of the $7.5 million settlement.





	-	VA will recover $3.6 million as a result of OIG contract reviews of two FSS pharmaceutical companies.  One pharmaceutical company has agreed to pay VA $1.8 million, and another company has remitted $1.8 million to VA to resolve contract overcharges due to defective pricing.





	-	Five pharmaceutical companies acknowledged errors in calculating Federal Ceiling Prices under Public Law (P.L.) 102-585 and agreed to pay over $603,000 to VA for contract overcharges.  The companies also agreed to implement policies and procedures that would incorporate the necessary internal controls to correct the errors, added products to the Federal Supply Schedule (FSS), and decreased their prices for products already on the FSS.





The above descriptions briefly describe the results of OIG work conducted during FY 1996.  More detailed information on individual investigations, audits, inspections, and contract reviews is included in the OIG Semiannual Reports to Congress for FY 1996. 
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