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	PROCUREMENT PROGRAMS





Contract review efforts during FY 1996 resulted in the recovery of approximately $28 million from contractors.  This amount more than doubles the $11.5 million collected in FY 1995.  Ongoing contract review work shows the potential for continued dramatic increases in dollar recoveries.  These recoveries represent the collective efforts of the Office of Acquisition and Materiel Management, the Office of General Counsel, the Veterans Health Administration, and the OIG working together, as a team, to produce these results.



��ADVANCE \D 7.20�

1. PRICE FIXING �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Investigation of Price Fixing



Conclusion:  A company was found guilty of price fixing and fined $10 million.��

	·	A company was sentenced in U.S. District Court to pay a $10 million fine, to serve 5 years’ probation, and to complete 2,500 hours of community service.  This criminal fine is the largest ever levied in a criminal jury trial in the history of the Department of Justice (DOJ), Antitrust Division.  As a result of the investigation, the company also settled class-action civil lawsuits for $18 million.  Earlier, the company had been found guilty of conspiring to raise and fix prices on products sold to VAMCs and other Government agencies, a violation of the Sherman Antitrust Act.  The investigation was a joint effort between the VA OIG and the DOJ.
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2. CONTRACTOR OVERCHARGES�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Contractor Overcharges for Drugs and Medical Equipment 



Conclusion:  Contract reviews disclosed contractor overcharges, with over $6 million to be recovered by VA.��

	·	An FSS pharmaceutical company remitted $5.2 million to VA in settlement of contract overcharges.  An OIG contract review and investigation disclosed that the company had provided inaccurate and misleading pricing data during contract negotiations to the VA National Acquisition Center (NAC) contracting officer.  The OIG’s efforts were assisted by the contracting officer and the General Counsel attorney.



	·	During negotiations with a medical equipment supplier for  a modification to an FSS contract, the NAC contracting officer noted the possibility of overcharges due to price reductions.  The contractor was requested to perform a self-audit and identified overcharges of $793,701.  A subsequent OIG review confirmed the $793,701 and identified an additional $62,697 due VA.  The contractor has agreed to pay $856,398 to VA for the overcharges.



	·	An FSS pharmaceutical company agreed to pay the VA $151,474 for overcharges (including interest) on its contract.  The OIG contract review found that the company had failed to disclose accurate, current, and complete pricing data to the NAC contracting officer during contract negotiations.



�PRIVATE ��Issue:  Contractor Overpricing on an FSS Proposal 



Conclusion:  VA costs on a FSS medical supply contract will be reduced by an estimated $4.1 million.��

A prior OIG preaward review identified several contractor customers who were receiving significantly lower prices than the prices the contractor was offering, or had disclosed, to VA in an FSS proposal for medical imaging contrast media.  We recommended that the NAC contracting officer establish negotiation objectives at lower pricing levels and estimated the resulting savings would range between $254,000 and $2.8 million, depending on which pricing could be negotiated over the 22-month contract period.  The contracting officer agreed with the recommendation and, assisted by the Acquisition Resource Division and the Office of General Counsel, negotiated even lower prices than we recommended (due to the contractor lowering his prices to a comparable customer after our preaward review).  If FSS contract sales remain at historical levels, the savings to VA will total $4.1 million.  This project is an excellent example of how a contracting officer effectively used our preaward review results and aggressive negotiations to reduce contract costs.
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3. PROCUREMENT FRAUD�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Integrity of the Procurement Program



Conclusion:  Investigations disclosed third party fraud in VA's procurement program.��

	·	A manufacturer and wholesaler of health care 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.  Investigation determined that the company failed to disclose that products provided to VA were manufactured in non-designated foreign countries, in violation of contract requirements which specified “domestic end products.”  The products were manufactured in countries such as the People’s Republic of China, Malaysia, the Philippines, and Thailand.







	·	A major medical supply company paid the U.S. Government $6.2 million plus about $100,000 in interest.  This payment was made pursuant to a civil agreement in which the Government claimed that the company knowingly overcharged VA, the General Services Administration (GSA), and other Federal agencies on contracts for medical and clothing items and withheld its complete pricing and discount policy from VA and GSA contract negotiators.  The payment resolved potential civil claims against the company resulting from a multi-year investigation conducted by the VA OIG and the Defense Criminal Investigative Service (DCIS).



	·	An individual was sentenced to 18 months’ confinement, 3 years’ probation, and ordered to pay an $8,000 fine after previously pleading guilty to tax evasion.  The sentencing and plea were the result of an OIG investigation which revealed that the individual funneled bribes to a VA Canteen Service official in order to elicit the award of a contract for the purchase of telephone equipment. 



	·	The owner of a medical supply firm was sentenced to  16 months' imprisonment and 3 months' probation; and the firm was sentenced to 5 years' probation for wire fraud.  In addition, both the owner and the firm were fined, jointly, $65,267.  Investigation determined that the firm had supplied VA with contaminated saline solution that was unfit for patient care.  The owner also admitted engaging in other schemes to supply VA and the Department of Defense (DOD) with other non-conforming medical equipment.  



	·	A corporation which had been awarded a contract to supply heating and plumbing products to the Government entered into an agreement with DOJ to avert a pending civil suit relating to overcharging Government customers for supplies purchased under the contract.  The agreement specified that the corporation denied wrongdoing but agreed to pay $450,000 to the Government to resolve the issue and avoid expensive, protracted litigation.  Investigation revealed that the corporation overcharged VA approximately 15 percent on average for supplies purchased under the contract.



	·	A businesswoman, whose firm was awarded over 230 Government contracts by VA and DOD, pleaded guilty to conspiracy to defraud the Government.  A joint investigation by the VA OIG, DCIS, and the U.S. Postal Inspection Service revealed that the businesswoman and her husband provided substandard tools and supplies to the Government, falsely represented their firm as a small business in order to obtain Government contracts, forged quality inspection documents for items provided under the Government contracts, and paid bribes to Government officials to influence the award of contracts. Her husband has been indicted on 19 counts and she faces a maximum of 25 years in prison, a $2 million fine, and an order of restitution when she is sentenced.   

�
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4. MANAGEMENT OF CONTRACTS�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Administration of Centralized Contracts, VA National Acquisition Center, Hines, IL



Conclusion:  Internal controls governing the solicitation, negotiation, and award of contracts were effective.��

As part of our continuing coverage of procurement issues, we conducted an audit of the National Acquisition Center’s (NAC) administration of centralized contracting activities.  As of December 1994, NAC staff administered 1,897 active contracts with an estimated contract-life value of about $10.4 billion.  The audit found no material deficiencies in the solicitation, negotiation, or award process.  We concluded that the NAC was in compliance with Federal and VA procurement regulations and policies and that contract administration had improved since our 1993 audit of contracting activities at the NAC.



While overall administration had improved, the audit found that one company that had a contract with the NAC had under-reported its sales to the Government.  As a consequence, NAC staff underestimated an administrative fee due VA from the company by about $8,000.  While this amount was not significant, the growing expansion of administrative fees to many other types of contracts could increase VA’s vulnerability to similar errors in vendor sales reports, and we therefore recommended action to address these fees.



The Associate Deputy Assistant Secretary for the NAC took action during the audit to implement our recommendation regarding collection of additional administrative fees.  Also, the Deputy Assistant Secretary for Acquisition and Materiel Management provided a timetable for actions to improve the Integrated Supply Management System so that NAC staff can use it to verify vendor sales reports.  We consider both recommendations in the report resolved.  (Audit of Administration of Centralized Contracts, VA National Acquisition Center, Hines, IL)

�	MEDICAL CARE PROGRAMS
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1.  RESOURCE UTILIZATION�ADVANCE \D 7.20��



�PRIVATE ��Issue:  VAMC Administrative Staffing Levels



Conclusion: Administrative resource utilization varied significantly among similar VAMCs.��

We performed a review of VAMC administrative staffing levels to evaluate administrative resource utilization.  The review covered the four largest VAMC administrative activities -- Medical Administration Service, Human Resource Management Service, Fiscal Service, and Acquisition and Materiel Management Service.  In FY 1994, these four services accounted for 30,771 full-time equivalent employees (FTEE) with salary and benefits costs of about $1 billion.



Our review concluded that there were significant variances in administrative staffing among similar VAMCs, and some were using significantly more administrative resources than others to meet similar workload demands.  The results of our review support VHA’s plans to consolidate and streamline administrative functions.  If effectively implemented, these plans should result in better distribution of administrative resources.  We did not make any recommendations, but suggested further efforts by VHA to address this issue, including: (i) establishing workload/performance indicators for administrative services, (ii) comparing VAMCs' performance, based on these indicators, to identify the most effective and efficient methods for delivering administrative services, and (iii) developing a means of communicating these best practices to all VAMCs.  The Under Secretary for Health agreed with the need to improve performance measurement, to communicate best practices, and to reallocate resources based on validated need.   (Review of VA Medical Center Administrative Staffing Levels)
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2.  MANAGEMENT CONTROLS OVER CLAIMS PROCESSING �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Effectiveness of Management Controls Over CHAMPVA Processing



Conclusion:  A formal management evaluation program would assist staff.��

We reviewed the Civilian Health and Medical Program of the Department of Veterans Affairs (CHAMPVA) Center to determine the effectiveness of management controls over claims processing.  The CHAMPVA program pays health care costs for more than 84,500 dependents of veterans who have a total and permanent service-connected disability, or who died as a result of a service-connected disability.  The CHAMPVA Center processes about 800,000 benefit claims annually.  During FY 1994, CHAMPVA claims payments totaled $85.1 million and operating expenses were $7.1 million.



The review showed that, although the Center’s informal management controls were generally effective, a formal management evaluation program with continuous monitors could assist staff in identifying duplicate claims, ineligible beneficiaries, and fraudulent practices.  Significant numbers of claims payment checks were returned to the Center but there was no mechanism in place to identify why the check was returned or to take corrective action.  Our review identified inappropriate payments totaling $223,348 for 203 duplicate claims, 22 ineligible beneficiaries, and 5 fraudulent claims.  Implementing an effective management evaluation program at the Center that includes systematic assessment of claims processing operations would enhance the integrity of the CHAMPVA benefits program.  The Director, CHAMPVA Center, concurred with the report recommendation and provided an acceptable implementation plan for improving management controls.  We consider all issues in the report resolved.  (Review of Claims Processing at the Civilian Health and Medical Program of the Department of Veterans Affairs Center, Denver, Colorado)
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3.  NATIONWIDE PATIENT CARE PROGRAM REVIEWS �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Timeliness of Inpatient Healthcare Delivery



Conclusion:  VA's inpatient health care delivery was timely, and systems for monitoring timeliness of care were effective.��

We conducted a review of the delivery of inpatient care at selected VAMCs to evaluate the overall timeliness of inpatient stays, and to determine whether treatment for selected diagnoses and surgical procedures resulted in appropriate lengths of stay.  During FY 1995, VHA treated 910,133 inpatients at a cost of $8.4 billion.



Our review found that inpatient health care delivery was timely, and systems for monitoring timeliness of care were effective.  VHA considers the provision of timely inpatient services a high priority and has implemented several mechanisms to monitor and improve timeliness.  For example, VHA has implemented an electronic database which medical center staff can use to enter and share efficient clinical practices/methods.  Also, medical center staff established practices and procedures to expedite treatment, including the development of various Clinical Pathways.  We concluded that VHA had implemented adequate management controls to monitor and improve timeliness of patient care.  We made no recommendations and consider all issues in the report resolved.  (Audit of Department of Veterans Affairs Timeliness of Inpatient Healthcare Delivery)

�

�PRIVATE ��Issue:  VA's Efforts to Assist Homeless Veterans



Conclusion:  Although VA offers a wide range of programs to assist homeless veterans, VHA and VBA should examine additional opportunities for improving assistance to homeless veterans.��

We reviewed VA’s efforts to assist homeless veterans to determine the extent to which the Secretary's homeless veteran initiatives have been implemented.  VA has independently and jointly implemented, with other federal agencies and community providers, diverse programs designed to provide direct hands-on outreach, assistance, and referral services to homeless veterans.  In addition, during FYs 1994 and 1995, 90 VHA facilities received $66 million and $72 million respectively, to establish specialized programs to assist homeless veterans.



We found that while VA offers a wide range of programs to assist homeless veterans, the Department should examine additional opportunities for improving assistance to homeless veterans.  Although 57 VA regional offices and 173 medical facilities have homeless veterans coordinators, comprehensive information on assistance to homeless veterans is only collected by 90 VHA medical facilities that receive additional funding to operate one or more “special emphasis" programs to assist homeless veterans.  As a result, VA may be missing opportunities to assist homeless veterans, and VA’s ability to evaluate program accomplishments is impeded.



We recommended that the Under Secretaries for Benefits and Health collect program information from all VA field facilities, not just those receiving additional funding, and establish minimum program expectations.  The Under Secretaries for Benefits and Health concurred with the report recommendations and provided acceptable implementation plans.  We consider all issues in the report resolved.  (Review of Department of Veterans Affairs Assistance to Homeless Veterans)



�PRIVATE ��Issue:  Evaluation of VHA's Patient Representative Program



Conclusion:  The program functions effectively but could be strengthened by consolidation and increased use of program data.��

This nationwide project, conducted in cooperation with VHA’s Office of Quality Management, evaluated the Patient Representative Program (PRP) consumer complaint receipt, resolution, and feedback policies and procedures at VHA headquarters, the former VHA regions, and at 11 VAMCs. 



We concluded that the PRP functions effectively in most areas, and is generally responsive to the concerns of patients and their families or representatives.  Managers could strengthen the program by taking action to:  (i) incorporate the PRP, Customer Feedback, and Customer Service Standard analyses as associated aspects of medical center organization plans, (ii) improve PRP problem tracking software, (iii) develop methods for systemic data collection and trending of consumer complaint or compliment information, and (iv) develop a culture that emphasizes the importance and utility of PRP data for problem identification and resolution.   The Under Secretary for Health provided responsive implementation plans. (Evaluation of the Veterans Health Administration’s Patient Representative Program)



�PRIVATE ��Issue:  Nationwide Quality Program Assistance (QPA) Reviews



Conclusion:  VAMC top managers were individually and collectively involved in several actions that were focused on ensuring that eligible veterans have access to high quality, low cost health care.��

During the 6-month period, we conducted quality program assistance reviews at two VAMCs as part of our QPA development process.  The QPA process is intended to add value to other external review activities that oversee VHA facilities.  Review instruments assess the extent to which VHA’s four performance goals (i) cost-efficient care, (ii) high quality care, (iii) improved patient access to care, and (iv) improved patient satisfaction, are being met at VAMCs. 



We concluded that the top managers at both VAMC's were individually and collectively involved in several actions that were focused on ensuring that eligible veterans have access to high quality, low cost health care.  (Quality Program Assistance Reviews, VAMCs Topeka, KS and Washington, DC)
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4.  ALLEGED OR SUSPECTED IMPROPER OR INADEQUATE MEDICAL CARE AT VA MEDICAL FACILITIES �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Inspection of Allegations of Improper or Inadequate Medical Care



Conclusion:  No cases of substandard medical care were disclosed, but management actions were needed to improve care provided.��

During this 6-month period, healthcare inspections were conducted at four VAMCs to address allegations that patients had received inadequate or inappropriate medical care at the facilities.  The inspections did not disclose any examples of substandard medical care; however, management actions were needed to address:



	·	ineffective discharge planning processes;



	·	inadequate medical record documentation; and 



	·	ineffective quality management peer reviews.



In all cases, the Veterans Integrated Service Network (VISN) or Medical Center Directors initiated immediate actions to address the problems disclosed and provided responsive implementation plans.  (Four reports Issued - VAMCs Beckley, WV; Lebanon, PA; Marion, IN; and Tuskegee, AL)

�

�PRIVATE ��Issue:  Requested OIG Review of VAMC Quality Management (QM) Program issues



Conclusion:  QM Program weaknesses provided an environment in which potentially serious patient treatment errors could occur without being detected.��

A joint OIG investigation and health care inspection was conducted in response to a VAMC request for OIG review of an incident in which a chronic ventilator patient lapsed into a coma after improperly receiving insulin.  We found four additional patients who had unexplainably low blood glucose levels and subsequently lapsed into coma or death during the last 3 years, and five other episodes of care involving low blood glucose levels in which follow-up care did not appear to meet acceptable standards.  None of the cases had been identified through the VAMC's QM program for further evaluation.  OIG inspectors and independent peer reviewers were unable to determine the causes for the low blood glucose levels.  



We concluded that lack of incident identification through the QM Program provided an environment in which potentially serious patient treatment errors, including medication errors, could occur without being detected.  During the OIG review, the VISN Director initiated actions to strengthen the program and the VAMC Director increased emphasis on medication error reporting.  We did not recommend any further action.  (Inspection of Selected Quality of Care and Quality Management Issues, VAMC Ft. Howard, MD)
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5.  CONTROL OF DRUGS �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Illegally Obtained Drugs



Conclusion:  Investigations disclosed fraudulent acts by individuals to obtain drugs.��

	·	An individual, who was under investigation for theft of VA prescription pads from a VA medical center, pleaded guilty in state court to possession with intent to distribute Hydrocodone, cocaine and marijuana.  At the time of his arrest, the individual had in his possession approximately 1,000 Vicodin tablets in addition to quantities of the other drugs.  He was sentenced to 5 years’ incarceration and fined $1,500.



	·	An individual was sentenced to 9 years' incarceration after pleading guilty to three counts of felony distribution of a controlled substance, one count of felony possession with the 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 the Specialized Investigations Regional Task Force (SIRTF).



	·	An individual was found guilty of distribution of prescription drugs without a license.  A SIRTF investigation revealed the individual purchased prescription drugs from patients at a nearby VAMC, and repackaged and sold the drugs.  During the investigation, the individual provided an undercover agent with a list of pharmaceuticals he intended to divert from a VAMC and ship to Latin America.
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6.  HEALTH CARE FRAUD �ADVANCE \D 7.20��



�PRIVATE ��Issue:  Investigations of Suspected Fraudulent Claims



Conclusion:  Individuals were sentenced for submitting fraudulent claims or making false statements in order to receive VA funding or medical treatment.��

	·	A licensed osteopath was sentenced to 30 months in prison, followed by 8 years of supervised probation, a $50,000 fine, restitution of $6,640, and a $1,450 special assessment fee for submitting fraudulent invoices for payment through the mail.  The physician submitted the invoices under the Office of Workers' Compensation Programs, requesting payment for treatment of services to patients employed by the Government, including VA, knowing the patients never received such treatment or services.  He also submitted fraudulent invoices to private insurance carriers for treatment of Government employees.  A joint task force comprised of VAOIG, Department of Labor, and Postal Inspection Service special agents conducted the investigation.



	·	An individual was sentenced to 8 months' imprisonment and 1 year’s supervised release.  He previously pleaded guilty to submitting false statements to VA in order to receive medical treatment to which he was not entitled.  Loss to VA was estimated at $69,042.



	·	An individual was sentenced to 4 months’ home detention, 3 years’ probation and 150 hours of community service.  She previously had pleaded guilty to making false claims to VA. Investigation revealed that the individual submitted home health care billing request forms to VA over a 14-month period, knowing such claims were false, fictitious, and fraudulent.

�	BENEFIT PROGRAMS
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1.  DELIVERY OF BENEFITS AND SERVICES�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Effectiveness of Benefit Award Notification



Conclusion:  Benefit award notification can be made more effective for beneficiaries and more efficient for VA.��

We evaluated the impact of VA’s award notification procedures on compensation and pension award processing, especially those awards reducing or terminating payments to beneficiaries.  About 3.3 million veterans and survivors receive continuing compensation and pension benefits valued at approximately $18.2 billion annually.



Our review found that the process can be made more effective for beneficiaries and more efficient for VA by using prospective award adjustments coupled with enhanced beneficiary dial-in telephone inquiry services.  Prospective award processing should incorporate immediate notice of benefit adjustment, delayed implementation of the adjustment for a 15-day inquiry period, and a toll-free telephone number to receive beneficiary questions or challenges regarding proposed benefit adjustments.  These revised procedures would streamline due process notice and response procedures and eliminate delays in adjusting benefits which annually result in an estimated $24.5 million in overpayments to beneficiaries.



The Deputy Under Secretary for Benefits indicated agreement with the audit findings that compensation and pension award notification procedures cause delays in award adjustments.  Action on our recommendations to streamline VA award notification procedures will be reconsidered consistent with current statutory, regulatory, and judicial requirements.  (Audit of the Effectiveness of Benefit Award Notification)
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2.  INCOME VERIFICATION�ADVANCE \D 7.20��



�PRIVATE ��Issue:  VA's Income Verification Match Program



Conclusion:  VA can enhance service to veterans and improve cost benefits.��

We conducted a review of VA’s income verification match (IVM) program to determine the benefits VA derives from IVM program expenditures, and whether there are opportunities for VBA and VHA to conduct the IVM program in a more cost effective and collaborative manner.  In FY 1995, VBA and VHA dedicated 409 FTEE to VA’s IVM program at a cost of about $21.5 million.  







Our review showed that during FY 1995, VBA and VHA achieved positive cost benefit ratios of $1 to $5 and $1 to $4 respectively in IVM program operations.  We concluded that VBA and VHA can improve IVM cost effectiveness and program results, thereby reducing program costs and enhancing services to veterans.



We recommended that the Under Secretary for Benefits improve the efficiency of the IVM program by: (i) enhancing computer programs to screen IVM cases requiring no benefit adjustments to reduce the number of cases referred to VA Regional Offices (VAROs) for processing, and (ii) increasing the minimum income discrepancy for referral of cases to VAROs from $250 to $500.  We recommended that the Under Secretary for Health improve IVM program operations by (i) ensuring medical facilities promptly bill cases referred by the IVM Center, (ii) requiring the IVM Center to verify multiple years of veterans' income information during the verification process, and (iii) authorizing the IVM Center to electronically correct inaccurate eligibility data in veterans' records at medical facilities.  Implementation of these recommendations will not only improve the efficiency of the IVM processes, but will promote collaboration between VBA and VHA in carrying out the IVM program.  The Administrations concurred in these recommendations and offered acceptable implementation plans.  (Summary Report, Review of VA’s Income Verification Match Program)
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3.  LOAN GUARANTY PROGRAM FRAUD�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Fraud in Loan Guaranty Program



Conclusion:  The Loan Guaranty Program remains vulnerable to fraud involving loan origination, equity skimming, and property management.��

Loan Origination Fraud



	·	Three individuals were sentenced to prison for 51 months, 30 months, and 18 months; and were ordered to pay $73,761, $32,155, and $38,890 in restitution to the Government.  Investigation revealed that the individuals conspired to purchase automobiles and real estate, including VA-owned property, with falsified financial instruments.



	·	A school teacher and part-time real estate salesman was sentenced to 27 months’ imprisonment and ordered to pay $45,645 in restitution.  The teacher was convicted of conspiracy to submit false statements and documents in order to qualify eight otherwise ineligible borrowers for VA financing on numerous VA portfolio properties.  The conviction and sentence are the result of an investigation by a special task force comprised of special agents from the VA OIG; the Department of Housing and Urban Development (HUD) OIG, the Federal Bureau of Investigation, and the Postal Inspection Service.







	·	An individual was sentenced to 24 months’ imprisonment, 3 years’ probation, and ordered to make restitution of $5,000 to VA.  He previously had pleaded guilty to mail fraud and forgery.  Our investigation revealed that the individual impersonated a veteran in order to obtain a VA guaranteed mortgage. As a result of this scheme, VA incurred a loss of $25,668.



	·	A real estate sales broker was arrested following his indictment by a Federal grand jury for conspiracy to defraud the Government; falsely using, with intent to deceive, social security numbers; and submitting false statements and documents in order to qualify otherwise ineligible borrowers for VA financing on numerous VA portfolio properties.  According to the indictment, the broker conspired with at least five of his salesmen, and the resulting defaults and foreclosures caused an estimated VA loss of $1 million.



	·	An individual was sentenced to 6 months' home confinement, 5 years' probation and ordered to pay $41,000 in restitution.  The individual previously pleaded guilty to mail fraud.  Investigation revealed that he submitted fraudulent information, such as fraudulent income verification letters and W-2 forms, as proof of his income when applying for a VA guaranteed mortgage loan.  He then intercepted VA income verification letters intended for his employer and created fraudulent documents to support the inflated income.



Equity Skimming



	·	A VA property management broker was sentenced to 27 months in prison and ordered to pay $205,000 in restitution to VA and HUD.  He also was placed on 3 years’ probation and directed not to have any involvement in the sale or purchase of real property.  He previously 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 then placed short-term tenants in the properties.  Loss to the Government exceeded $1.6 million.



	·	An individual was indicted by a Federal grand jury on seven counts of mail fraud and one criminal forfeiture count.  The individual previously had been arrested by VA and HUD OIG special agents after investigation revealed that he had assumed ownership of at least 40 properties with mortgages either guaranteed by VA or insured by HUD. He then rented the properties while failing to make mortgage payments, using fictitious identities and social security numbers to carry out his scheme.  He also delayed foreclosure proceedings by filing fictitious bankruptcies.  It is estimated that he earned in excess of $20,000 monthly from this scheme.





�

Property Management



	·	A former property management broker pleaded guilty in U.S. District Court to one count of defrauding VA and HUD in the award of contracts for maintenance of Government-owned properties.  As a property management broker, the individual was required to solicit competitive bids for maintenance and repair work on the Government properties for which she was responsible. Investigation revealed that the broker submitted bid forms in the names of individuals she employed to perform the work, failing to disclose that she was the actual maintenance and repair contractor.  No sentencing date has been scheduled.
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4.  BENEFICIARY FRAUD�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Integrity of Beneficiary Programs



Conclusion:  Fraud continues in fiduciary, education, compensation, and pension programs.��

Fiduciary Fraud



	·	An attorney was sentenced to 24 months' imprisonment, 3 years' supervised release, and ordered to pay $2.8 million in restitution.  The attorney, who resigned from the practice of law, previously pleaded guilty to conspiracy, mail fraud and misappropriation by a fiduciary.  His former law partner, with whom he conspired to defraud clients and other individuals who entrusted their money to the law firm for investment purposes, previously was sentenced to 110 months’ imprisonment, 3 years of supervised release, and restitution of $13 million.  Investigation revealed that the attorney aided and abetted his former law partner in the misappropriation of $240,935 belonging to veterans.  In addition to the two veterans, the law firm also defrauded 244 other individuals for over $12.4 million.



	·	A county veterans service officer (VSO) was convicted in U.S. District Court of 12 felony charges  relating to the embezzlement of approximately $70,000 from 18 incompetent veterans, including conspiracy, false statements, misappropriation by a fiduciary, wire fraud, and filing false tax returns.  Investigation revealed the VSO and his co-conspirator, a former VA employee who previously pleaded guilty, charged the veterans' estates for fictitious counseling sessions.  Additionally, they converted veterans' property to their own use.



	·	An agent for two disabled veterans was indicted by a state grand jury on charges of embezzlement, embezzlement by a fiduciary, and receiving an unlawful gratuity.  Investigation disclosed that as a veteran’s agent, the individual misused, embezzled and converted to his own use more than $25,000 in assets belonging to the veterans he served.  The individual also accepted a house worth $66,800 as a gratuity from the widow of a World War II veteran after helping her qualify for VA benefits and medical treatment.



Education Benefits Fraud



	·	In civil settlements with the Department of Justice, 13 individuals agreed to reimburse the Government a total of $186,000, the amount of education benefits they fraudulently received.  Investigation revealed that over 100 individuals were involved in a scheme to defraud VA through falsifying college attendance records, with a loss to VA estimated to be over $5 million.  The settlement agreements are the first of what are expected to be continuing civil and criminal actions in this case.  

	·	After previously pleading guilty to mail fraud, a VA beneficiary was sentenced to 60 months’ supervised probation and ordered to pay $4,692 in restitution to VA.  Investigation revealed she had submitted forged college enrollment documents to obtain VA education benefits to which she was not entitled.



Compensation Fraud



	·	The brother of a deceased widow pleaded guilty to two counts of the theft of Government funds after an investigation revealed that he had illegally collected VA and Social Security Administration (SSA) benefits in the name of the widow following her death. He submitted a direct deposit sign-up form purportedly signed by his sister, that caused VA Dependency and Indemnity Compensation (DIC) payments totalling over $44,000 and SSA benefits of nearly $40,000 to be direct deposited into a joint account held in both of their names.



	·	A woman was sentenced to 6 months' imprisonment and 3 years’ probation after pleading guilty to forgery and theft of Government funds.  Investigation revealed that the woman, a daughter of a deceased recipient of VA DIC benefits, failed to notify VA of her mother's death and forged her mother's signature to cash VA checks totalling an estimated $34,000.



	·	An individual was sentenced to 10 months’ imprisonment and 3 years’ probation as the result of a plea agreement in which the individual admitted that, on numerous occasions, she had fraudulently negotiated VA benefit checks issued to her deceased mother. Loss to VA was $66,985.



	·	An individual was sentenced to 5 years’ probation and ordered to make restitution of $65,748 to VA.  The individual, a former recipient of VA DIC benefits, failed to notify VA of her remarriage, which would have terminated her award.



Pension Fraud



	·	A former state Veterans’ Service Officer (VSO) was sentenced to 63 months’ imprisonment, 36 months’ probation and ordered to make restitution in the amount of $250,000 after pleading guilty to conspiracy, embezzlement and money laundering in connection with a scheme to defraud VA.  The scheme involved a program intended to assist poor veterans with medical expenses.  The subject, and a second VSO, filed false medical claims for over $2 million on behalf of the veterans and then employed deceit and threats of force to make the veterans pay kickbacks ranging from two thirds to the entire amount of the Government checks issued to them.  Four individuals have pleaded guilty and been sentenced in this investigation.



	·	A father and son were sentenced in Federal court following an investigation which disclosed that they had defrauded VA.  The father was sentenced to 39 months’ incarceration, 36 months’ supervised release, and ordered to pay restitution of $97,913 for failing to report his household income when applying for a VA pension and for submitting a false claim to obtain a Treasury check issued to a beneficiary following her death.  The son was sentenced to 24 months’ probation.  At his father’s direction, he negotiated the Treasury check containing the forged signature of the deceased beneficiary.



	·	An individual was sentenced to 4 months' home confinement, 5 years' probation, and ordered to pay restitution of $68,202.  She  previously pleaded guilty following an investigation which determined that she had falsified VA forms indicating she was unemployed and had not remarried when, in fact, she had remarried and was employed by a state government.



	·	As the result of a joint VA and SSA OIG investigation, a prominent civic leader was sentenced to 10 years’ probation, 200 hours of community service per year for 10 years, and ordered to pay restitution of $34,875 to VA and $32,960 to SSA.  The subject admitted to defrauding the Government by continuing to receive his sister’s benefits after her death and pleaded guilty to a two-count indictment charging him with theft of Government funds.



	·	An investigation of an individual purportedly totally disabled and unemployable culminated with the individual signing a judgment in response to a civil action brought under the False Claims Act.  In the judgment, the individual admitted he was employed and was ordered to pay $151,135 plus interest at the rate of 5.25 percent.



	·	A woman was sentenced to 6 months' home confinement, 3 years' probation, and ordered to pay restitution of $59,075.  The woman previously pleaded guilty to forgery following an investigation that disclosed she had failed to notify VA of her mother’s death, forged endorsements on U.S. Treasury checks issued as pension benefits to her mother, and misappropriated the funds.



�	CONSTRUCTION PROGRAMS





��ADVANCE \D 7.20�

1.  MANAGEMENT OF VA'S ASBESTOS PROGRAM�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Effectiveness of Policy and Management Practices of VA’s Asbestos Program



Conclusion:  VHA could improve the management of the asbestos program.��

We conducted a review of VA’s asbestos program to determine the effectiveness of policy and management practices.  From FY 1983, when asbestos abatement became a separate line item in VA’s budget, through FY 1995, VA spent almost $182 million for asbestos abatement during major renovation and construction projects.  Annual asbestos abatement expenditures have steadily decreased from $24 million in FY 1991 to $8 million in FY 1995.



Our review showed that asbestos was generally removed at VA facilities during renovation or construction projects, or when it had deteriorated to the point that it had the potential to become hazardous.  However, VHA could improve the management of the asbestos program by (i) finalizing development of policy to clearly define the costs allowed to be expensed from the asbestos abatement fund, as recommended in a prior audit report, (ii) performing required asbestos inspections annually at all VA facilities, and (iii) preserving the functionality of VA’s federally mandated Occupational Safety and Health Program during the current reorganization.  The Under Secretary for Health concurred in our recommendations and provided an acceptable implementation plan for improving management controls.  We consider all issues in the report resolved.  (Review of VA’s Policy and Management Practices for the Asbestos Program)



��ADVANCE \D 7.20�

2.  FACILITY CONSTRUCTION FRAUD�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Investigations of Suspected Construction Project Fraud



Conclusion:  Six companies were debarred from contracting with the Federal Government.��

	·	An individual was sentenced to 10 months' confinement and 3 years' probation.  He previously was convicted on four counts of false statements and one count of conspiracy.  Investigation revealed that the individual had made fraudulent appraisals of property used to support the issuance of surety bonds on one VA, one Air Force, and two Army construction contracts.  He falsely inflated the market value of the property submitted and also conducted appraisals without personally viewing the properties.



	·	Three individuals and four companies were debarred from doing business with the U.S. Government for a period of 3 years after pleading guilty to bribery-related charges. Investigation revealed that these individuals and related firms had paid bribes to a VA project engineer (already sentenced) in exchange for the award of construction contracts.  Debarment actions are proceeding against two additional individuals and their related firms.



	·	A construction company was debarred from contracting with any agency of the Federal Government for a period of 3 years.  Investigation determined that the company’s owner had falsified documents relative to three construction projects at a VA medical center.



	·	A construction firm previously awarded contracts by VA was debarred from competing for award of any contract with an agency of the Federal Government.  Investigation determined that the owner of the firm had submitted winning bids on three VAMC construction projects, and that he also submitted higher bids under the names of different "competitors" for the same jobs.  The other firms were non-existent.

�	FINANCIAL MANAGEMENT



��ADVANCE \D 7.20�

1.  CONSOLIDATED FINANCIAL STATEMENTS�ADVANCE \D 7.20��



�PRIVATE ��Issue: Financial Management



Conclusion: Continued progress has been made in improving financial management in the Department.��

We audited the Department’s Consolidated Financial Statements for FYs 1995 and 1994.  During FY 1995, VA reported assets totaling $41.8 billion and operating expenses totaling $42.1 billion.  Audit results showed continued progress in improving financial management programs.  While our audit opinion retained the two qualifications from last year because of the continuing unreliability of recorded balances for property, plant, and equipment, and for receivables, we noted that the Department had efforts underway to improve financial management and correct the previously reported conditions.  The report describes the two qualifications, three other reportable internal control issues, and the following actions necessary to address these conditions:



	·	Ensure accurate reporting of real property, plant, and equipment, and related depreciation account balances by completing implementation of our prior recommendations for training and oversight of accounting personnel and by completing system improvements.



	·	Ensure accurate reporting of net receivables and related revenue account balances by completing implementation of our prior recommendations for training and oversight of accounting personnel and by completing system improvements.



	·	Correct overall system weaknesses caused by antiquated computer systems in VA's Life Insurance Programs.



	·	Increase the effectiveness of reviews of open unliquidated obligations.



	·	Complete efforts being taken to improve the performance measurement process.



No new recommendations were made in this report.  As improvements were in process on previously reported conditions, we reaffirmed the recommendations in our prior reports.



Additionally, the report discussed two previously reported nonconformances with the law that we disclosed because of their effect on VA's budgetary needs, and their relevance to understanding how VA budget resources were utilized.  These involve nonconformance with: (i) Public Law 100-322 legal requirements concerning eligibility for outpatient medical treatment, and (ii) Public Law 96-466 requirements to charge interest and administrative costs on compensation and pension accounts receivable balances.  Subsequent to issuance of our report, eligibility reform legislation was passed which resolves the Public Law 100-322 nonconformance.  This law was enacted October 9, 1996.  



Consolidated Departmental comments were provided by the Deputy Assistant Secretary for Financial Management who agreed with our conclusions and identified positive actions to address all issues.  (Audit of Department of Veterans Affairs Consolidated Financial Statements for Fiscal Years 1995 and 1994)



�PRIVATE ��Issue: VA's Accounting Operations



Conclusion:  Additional management actions are necessary to further improve accounting operations.��

We issued six management letters that provided Department managers additional observations and advice for improving accounting operations and controls in day-to-day operations.  A summation of these follows.



The first management letter noted that material accounting errors still existed although the VHA Chief Financial Officer (CFO) and VA Office of Financial Management staff made significant progress in correcting account balances related to property, plant, and equipment.  We provided detailed information to assist the VHA CFO and Office of Financial Management staff to correct the causes of the errors.  (Management Letter - Internal Accounting Controls Over Property, Plant, Equipment and Supplies at VHA Medical Facilities)



The second management letter reported that many of the accounting errors identified in prior audits of VA’s Consolidated Financial Statements had been caused by inadequate financial management training.  We acknowledged positive actions underway by the VHA CFO to increase financial management training, and encouraged the VHA CFO to follow through by developing and carrying-out a comprehensive training plan.  (Review of Financial Management Training for Fiscal Staff at VHA Medical Facilities)



A third management letter identified a previously reported problem in which property transactions were not recorded in the correct accounting period, and noted that VBA CFO staff had determined the value of the transactions and manually adjusted the financial data.  We commented that it would be desirable to modify the accounting system to provide automated adjusting entries.  (Management Letter - Internal Accounting Controls and Compliance for Housing Credit Assistance Program Operations at Selected VA Regional Offices)



A fourth management letter showed that required internal controls were established which generally complied with VA policies and procedures.  VA management had corrected two of seven deficiency conditions discussed in our prior audit report, but five conditions remained which require correction.  We made suggestions to improve data used to calculate the future liability for compensation and pension benefits, to improve the financial statement preparation process, and to strengthen policies and procedures for contract counseling accounting.  None of the conditions had a material effect on VA’s financial statements.  We will followup in subsequent financial statement audits.  (Management Letter - Selected Veterans Benefits Programs Accounting Functions Performed at VA Central Office Washington, DC)



A fifth management letter concluded that VBA staff took action to correct and improve 8 of 13 deficiency conditions discussed in our prior year report on financial operations at VBA’s finance center, debt management center, and regional offices.  Two other new issues warranting management attention were reported.  None of these issues materially affected the financial statements.  We will followup in subsequent financial statement audits.  (Management Letter - FY 1995 Financial Statements - Benefits Programs)



A sixth management letter reported that VA management had corrected 6 of 14 deficiency conditions relating to the life insurance program (as discussed in our prior year report), had actions underway to correct 4 conditions, and had not taken action to address the remaining 4 conditions.  No new conditions were identified. We will followup in subsequent financial statement audits. (Management Letter - FY 1995 Financial Statements - VA Life Insurance Programs)



��ADVANCE \D 7.20�

2.  OTHER FINANCIAL CONTROL ISSUES �ADVANCE \D 7.20��



�PRIVATE ��Issue:  VA's Cost Accounting Systems



Conclusion:  VA has made progress in implementing cost accounting systems, but additional actions are needed to ensure reliable and useful cost information.��

We conducted a review to assess the progress that VA’s three Administrations had made toward establishing cost accounting systems.  VA’s FY 1995 budget totaled $37.7 billion, including $16.5 billion for VHA, $19.6 billion for VBA, and $72.6 million for NCS.  As of December 1995, the status of implementation efforts was as follows:



VHA



VHA had made the most progress implementing the Decision Support System (DSS) at VA medical centers.  Our analysis of 10 DSS implementation site visit reports found that VHA needed to develop guidance on four issues: (i) use of industry-wide codes for outpatient issues, (ii) standard methods for calculating workloads in DSS, (iii) means of ensuring that changes made by the Decentralized Hospital Computer Program system will be compatible with DSS, and (iv) methods for summarizing and reporting DSS data to best meet the needs of VHA managers.  In addition, we recommended that VHA develop a cost accounting handbook.  The Under Secretary for Health concurred with the recommendation, and we consider all issues resolved. 

�

VBA and NCS



In 1995, VBA took its first steps toward developing a cost accounting system by preparing a plan for developing an Activity-Based Costing methodology.  The NCS has not started work on its cost accounting system, because NCS does not have the expertise or resources necessary to fully implement a cost accounting system.  We recommended that the Under Secretary for Benefits and the Director of the National Cemetery System implement cost accounting systems by: (i) allocating adequate resources, (ii) obtaining appropriate cost accounting expertise, and (iii) developing cost accounting handbooks that are specific to their operations.  They agreed with our recommendations, and we consider all issues resolved.  (Review of Department of Veterans Affairs Cost Accounting Systems)



�PRIVATE ��Issue:  Cancellation of Unneeded Obligations



Conclusion:  Unliquidated obligation reviews need improvement.��

We conducted a review to determine if internal controls were adequate to ensure that FY 1996 accrued services payable (ASP) and undelivered orders (UDOs) were properly reviewed in accordance with VA requirements, and unneeded funds were made available for other unfunded needs.  This review focused on 142,022 open obligations valued at approximately $1 billion.  Based on our review, we estimated that FY 1996 obligations valued at $36.5 million could have been deobligated and the funds made available for other VA needs.  We recommended that the Under Secretary for Health (1) require all facilities to review all outstanding ASPs and UDOs to identify funds that can be deobligated, and (ii) emphasize to VA facility and VISN management the need for timely and thorough reviews of ASPs and UDOs as required by VA policy.



VHA concurred with the recommendations, provided an estimate of $20 million that could have been deobligated, and agreed to provide a copy of our report to facility and VISN financial officers to emphasize the need  for  quality  and  timely  reviews of ASPs and UDOs.  (Review of FY 1996 Accrued Services Payable and Undelivered Orders)

�	INFORMATION RESOURCES MANAGEMENT





��ADVANCE \D 7.20�

1.  SECURITY CONTROLS�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Security Controls at the VA’s Austin Automation Center (AAC)



Conclusion:  VA needs to strengthen security controls to ensure that AAC operations are adequately protected.��

We conducted a review to evaluate the adequacy and appropriateness of security controls at the AAC.  The AAC provides Department-wide automation support for key financial, medical, veterans benefits, and procurement program areas.  The Center maintains several major systems including the nationwide accounting and payment system for all VA goods and services which annually handles more than 8 million invoices valued at $6.6 billion.  The Center also manages VA’s payroll system which annually processes payments in excess of $10 billion for over 260,000 employees.



We concluded that: (i) physical control weaknesses make the AAC facility vulnerable to unauthorized access, (ii) opportunities exist to enhance electronic access controls involving AAC operating systems and data, (iii) security background clearances for some AAC employees needed to be updated/completed, (iv) AAC needs to ensure that required telecommunication connections are fully tested, and (v) AAC’s security efforts should be better coordinated.  The Director, AAC agreed with our recommendations and provided acceptable implementation plans.  We consider the report issues resolved.  (Audit of Security Controls at Department of Veterans Affairs Automation Center, Austin, TX)



�PRIVATE ��Issue:  Security for the Decentralized Hospital Computer Program



Conclusion:  VHA needs to strengthen management of the automated information system by approximately limiting user access and increasing medical center emphasis on security.��

As part of our review of selected aspects of the Decentralized Hospital Computer Program (DHCP), we assessed the effectiveness of the automated information security (AIS) program in protecting sensitive data in the DHCP.  We concluded that improvements were needed to strengthen management of the AIS security program.  Users’ access capabilities needed to be limited and facility information security officers needed to be more involved in the AIS security program.



We recommended that the Under Secretary for Health enhance existing policies to restrict the number of employees with system level access and periodically review the need for assigned levels of access for employees to ensure access levels are commensurate with employees’ needs.  We also recommended that medical center directors be required to place more emphasis on AIS security and to enhance the role of information security offices.  The Under Secretary for Health agreed with our recommendations, or provided acceptable alternatives.  Therefore, we consider all issues resolved.  (Evaluation of Veterans Health Administration’s Security for the Decentralized Hospital Computer Program)





�

	EMPLOYEE INTEGRITY AND OTHER

	ISSUES



��ADVANCE \D 7.20�

1.  THEFT AND/OR DIVERSION OF VA PHARMACEUTICALS�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Control over Employee Access to VA Pharmaceuticals



Conclusion:  OIG and SIRTF continue to disclose instances of theft and diversion of VA pharmaceuticals.��

	·	A VAMC registered nurse resigned following an investigation into allegations of drug diversion.  The investigation confirmed that the nurse diverted morphine from veterans who were patients in a surgical intensive care unit and attempted to conceal her theft by substituting a non-prescribed drug, Benadryl.  In other developments associated with the investigation, the nurse surrendered her state nursing license.



	·	A VAMC registered nurse was disciplined by a state nursing board for taking patient medications to her home instead of properly disposing of them as required.  The nurse, who worked in the medical intensive care unit of the VAMC, was fined $1,000 and will serve a 1-year probation period for taking both controlled and non-controlled drugs from the medical center.   



	·	A VAMC licensed practical nurse resigned her position after being advised that her Government employment would be terminated, based on our investigation.  When confronted by VAOIG special agents, the nurse admitted diversion and use of VA pharmaceuticals, including Demerol and morphine. Criminal prosecution and administrative licensing sanctions concerning the nurse are being pursued.



	·	A VAMC medical administrative assistant was given notice of intent to terminate.  Investigation disclosed that the employee used his VA position to gain access to and steal blank VA prescription forms.  The individual then forged signatures of VA physicians in order to obtain narcotics from local pharmacies.  The individual earlier had been placed on 3 years’ probation and fined $500 by a state court in response to the above activities.



	·	Three investigations by the OIG's Specialized Investigations Regional Task Force (SIRTF) disclosed illegal drug activity by VA employees.  Two VAMC employees, a housekeeping aide and a mail clerk, previously had pleaded guilty, respectively, to possession with intent to distribute heroin and to possession with intent to distribute cocaine.  Both employees sold the drugs to an undercover SIRTF agent.  The employees were sentenced to 3 years' probation.  As the result of a second undercover investigation, a former supervisor of an environmental service unit at another VAMC was convicted on one-count of sale of a controlled substance.  He was sentenced to 6 months' home detention to be followed by 2 years' probation.  A third undercover investigation resulted in the arrest of seven clinic patients at a VAMC.  All seven subsequently pleaded guilty to conspiring to distribute methadone.  Sentencing is pending.



��ADVANCE \D 7.20�

2.  EMPLOYEE, BENEFICIARY, AND THIRD-PARTY INTEGRITY�ADVANCE \D 7.20��



�PRIVATE ��Issue:  Investigations of Misconduct and/or Illegal Acts by Employees, Beneficiaries, and Third Parties



Conclusion:  Instances of embezzlement, theft, bribery, fraud, conflicts of interest, and other acts of misconduct were disclosed.��

Theft and Embezzlement



	·	A VBA employee was sentenced to 15 months in prison and 3 years of supervised probation after previously pleading guilty to the theft of Government property.  Investigation revealed that the employee stole $155,429 in Government-owned computer equipment from a VA warehouse, some of which was sold to local pawn shops.



	·	A former VA employee pleaded guilty to charges of conspiracy and theft of Government funds.  The former employee and two co-conspirators previously had been indicted by a Federal grand jury after our investigation determined that the former employee had caused five U.S. Treasury checks to be generated and mailed to a non-existent vendor.  The checks were obtained by one of the co-conspirators who funneled the money through two bank accounts opened under a fictitious identity and divided the money with his cohorts.  Loss to the Government exceeded $88,000.  The two remaining co-conspirators also are scheduled to enter guilty pleas.



	·	Two current employees and one former employee of a VAMC were sentenced - one current employee to 3 years’ probation and a $500 fine, the other current employee to 2 years’ probation and a $500 fine. The former employee was sentenced to 1 year's probation and ordered to pay $1,500 in restitution.  All three individuals previously had pleaded guilty to theft of Government property and admitted trafficking in linen stolen from a laundry operation based at the VAMC.



	·	A former VA police officer pleaded guilty to a two-count criminal information filed in Federal court charging him with theft of Government property.  While employed as a VA police officer, the subject was observed on video by VA OIG special agents and VAMC security staff selling computer equipment which he had stolen from a VAMC.  The officer resigned after admitting the thefts.



Acceptance of Bribes and Gratuities and Conflicts of Interest



	·	A former VARO employee pleaded guilty to one count of bribery and was sentenced to 12 months’ confinement and 36 months’ supervised probation as the result of a joint VA OIG/FBI investigation initiated based on information provided by the VARO.  The subject also was directed  to pay $5,530 in restitution, representing money he had received in the form of bribes solicited from veterans seeking VA benefits. The subject previously had resigned his VA position following his arrest by VA OIG and FBI agents.



	·	An employee of the maintenance division at a VAMC was arrested by special agents of the VAOIG and the Defense Criminal Investigative Service.  The arrest was based on a complaint filed in U.S. District Court charging the employee with conspiracy to accept bribes.  Investigation revealed that the employee accepted cash from a firm which supplied tools and supplies to the medical center in exchange for arranging in excess of $17,000 in purchases from the firm.  An owner of the firm previously pleaded guilty to conspiracy to defraud the Government for supplying substandard tools and supplies to VA and DOD.



	·	A former veterans’ benefits counselor was indicted on three counts of bribery and one count of attempted witness tampering.  The subject had solicited and accepted bribes to process entitlement claims for widows and children of deceased veterans and had attempted to persuade a witness from providing information to the VA OIG.  He previously had been terminated from VA employment.



Workers' Compensation Fraud



	·	As the result of a SIRTF investigation, a former VAMC food service foreman and his wife, chief of labor relations at the same VAMC, were indicted by a Federal grand jury on one count of Federal employees workers' compensation fraud and one count of conspiracy to commit Federal employees workers' compensation fraud.  The  investigation revealed that they made over 38 false statements on applications for workers' compensation to further their scheme.  The estimated savings to VA (Office of Workers’ Compensation Program (OWCP) benefits that will not be paid) is approximately $540,000.



	·	Six current and former VA employees were arrested by SIRTF special agents based on criminal complaints charging them with workers’ compensation fraud.  Investigation disclosed that these six employees were gainfully employed while certifying to the Department of Labor that they were unemployed due to injuries sustained while working for VA.  Simultaneous with the filing of the criminal complaints, the Government filed civil complaints against four of the employees under the False Claims Act.  These civil suits seek treble the damages incurred by the Government, plus a $10,000 civil penalty for each false claim submitted.



	·	A former VA police officer pleaded guilty to a one-count information charging him with making false, fictitious and fraudulent material statements to receive OWCP benefits.  A joint VA OIG/Department of Labor (DOL) OIG investigation revealed that the officer had received $82,588 in OWCP payments to which he was not entitled by concealing his employment during the period of overpayment.  He was sentenced to 5 months’ incarceration and 36 months’ supervised probation.



	·	A former police officer, who pleaded guilty to mail fraud and fraudulent acceptance of VA payments, was sentenced to a total of 33 months’ confinement, to be followed by 2 years’ supervised probation.  The sentencing was the result of a joint investigation by the VA OIG and DOL OIG, which disclosed that the individual made false statements on DOL documents to obtain OWCP payments totaling over $89,000.  The individual also filed false statements on VA forms in which he claimed to be unemployable due to a service-connected disability and received over $46,000 in payments to which he was not entitled.



Employee Misconduct



	·	A former VAMC housekeeping aide was sentenced to 27 months' imprisonment for making extortionate extensions of credit (loansharking) at the VAMC.  He previously had been convicted, after a jury trial, for making loans to an undercover SIRTF agent, on which he charged 25 percent interest, compounded weekly.



	·	A former registered nurse in the Nursing Home Care Unit at a VAMC pleaded guilty to one count of bank fraud.  Investigation revealed that the nurse had misappropriated over $88,000 from the bank account of a veteran patient. The nurse previously had resigned her VA employment following her arrest by VAOIG agents.



�PRIVATE ��Issue:  Special Inquiries of Alleged Employee Misconduct



Conclusion:  Allegations of salary supplementation and other issues were substantiated.��

	·	One special inquiry found that eight VAMC employees inappropriately received salary supplements totaling $46,553 from a nonprofit corporation in the performance of their duties and responsibilities in operating the medical center’s compensated work therapy programs.  One of the employees was found to have engaged in a conflict of interest by participating in VA decision-making on certain VA matters involving the nonprofit corporation.  Management took appropriate administrative actions and established controls to prevent recurrence.



	·	Another special inquiry concluded that a high ranking official received reimbursements for certain travel claims that should not have been authorized.  We also found that he did not comply with procurement procedures for obtaining consulting services and, in one case, obligated funds without approval.  In addition, we found that one of his employees was caring for her child during work, and was conducting unofficial business during VA duty hours.  Management took actions to counsel staff and provide additional training in procuring for services.
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