STATES POSTy;

. \a“

£,
z
=]

Office of Inspector General

NERAL « 30N

0
Feit

4
OF inspECTOR ©

January 17, 2006

VICTORIA A. LIPNIC
ASSISTANT SECRETARY
EMPLOYMENT STANDARDS ADMINISTRATION

SUBJECT: Audit Report — Office of Workers’ Compensation Programs’
Schedule Award Payments to Postal Service Employees in the
Pacific Area — Report | (Report Number HM-AR-06-001)

This report presents the results of our self-initiated review of the Department of Labor’s
(DOL) Office of Workers’ Compensation Programs (OWCP) Schedule Awards (Project
Number 04WG010HMO000). Our objectives were to determine, for chargeback year
(CBY) 2004, whether the Postal Service’s Pacific Area was overcharged for schedule
award payments and received credits or refunds for overpayments from the OWCP; and
whether federal schedule awards are comparable to schedule awards made by states
and selected private insurance companies. This report includes recommendations to
OWCP management to improve their schedule awards program and supplements our
report to the Postal Service, OWCP Schedule Award Payments to Postal Service
Employees in the Pacific Area — Report Il (Report Number HM-AR-05-011, dated
September 29, 2005).

We used a statistical sample to project that in CBY 2004, the Postal Service was
overcharged about $249,506 and undercharged about $240,222 for schedule awards in
the Pacific Area. The overcharge is about 1.2 percent of the $20.6 million paid to Postal
Service employees in CBY 2004 in the Pacific Area. The over- and undercharges were
less than 1 percent of the amount paid to employees; however, they indicated that
OWCP over- and underpaid 4 percent of the Pacific Area employees who received
schedule award payments. Although the amounts are not significant compared to the
total schedule award payments, they highlight the fact that some employees did not
receive benefits they were entitled to, while others received more. The Postal Service
thus far has received a $200 credit from OWCP for the overcharges identified.

We also concluded that Federal Employees’ Compensation Act (FECA) schedule award
maximums are not comparable to state schedule award maximums. Finally, we could
not determine the extent to which private insurance companies’ schedule award
maximums were comparable to federal maximums because private companies
computed their awards differently.

' OWCP’s Chargeback System (CBS) is the mechanism by which the costs of compensation for work-related injuries
and death are billed annually to employing agencies. The chargeback billing period is from July 1 in one year to
June 30 the following year.

This report has not yet been reviewed for release under the Freedom of Information Act or the Privacy Act.
Distribution should be limited to those within the Department of Labor with a need to know.
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The report contains seven recommendations to help the DOL OWCP improve

its management of schedule awards. Management agreed with recommendations 1, 3,
and 5. Management disagreed with recommendations 2, 4, 6, and 7. Management’s
comments, in their entirety, are included in Appendix F of this report.

While managements’ comments were generally responsive, we are concerned that
relevant information was not provided during our field work, and instead was provided
after we issued our formal draft report. Providing the information during the review
would have facilitated an earlier resolution to the findings and issuance of this report.

Backqground

owcCP

OWCP adjudicates claims and pays compensation, medical, and death benefits for
injured federal workers, including Postal Service employees. OWCP pays these from
its Employees’ Compensation Fund, which federal agencies later reimburse through the
chargeback billing process. FECA pays workers' compensation benefits to civilian
employees, including Postal Service employees, for specified periods of time for the
permanent loss, or loss of use, of certain members, organs, and functions of the body.
Payment is for a specified number of days or weeks, depending on the severity of the
impairment. This compensation benefit is a schedule award.

Schedule Award

The schedule award compensation for proportionate periods of time is payable for
partial loss, or loss of use, of each member, organ, or function of the body beginning on
the date of maximum medical improvement.? In addition, a schedule award can be paid
if the employee returns to work. However, employees may not receive wage-loss
compensation and schedule award payments concurrently for the same injury.

OWCP district medical advisors determine the percentage of permanent impairment
according to the American Medical Association’s Guide to the Evaluation of Permanent
Impairment. Title 5 of the United States Code (U.S.C.)? defines the number of weeks
allotted for payment by body part or organ. The compensation is computed by
multiplying:

e The indicated number of weeks

e x the percentage of impairment

e X% 66 % percent (for employees without dependents), or 75 percent (for
employees with dependents) of the employee’s weekly base pay.

2 Maximum medical improvement is defined as a medical judgment that the condition has permanently stabilized.
3 Part Ill, Subpart G, Chapter 81, Subchapter |, Section 8107, Compensation Schedule.
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For example, a schedule award payment for a married employee earning a base pay of
$50,000 a year who loses an arm or the use of an arm (100 percent permanent
impairment) is computed by determining the rate of pay per week as follows:

$50,000 + by 52 weeks = $961.54 per week.

$961.54 per week x 75 percent = $721.16 per week.
$721.16 per week x 312 weeks* x 100 percent = $225,000.
$225,000 is the amount of the employee’s schedule award.

If an employee sustains a period of total disability during the award period, the
payments may be interrupted while the employee is on total disability, with the
payments resuming after the employee is no longer on total disability. If an employee
dies while receiving a schedule award from causes unrelated to the injury, his or her
dependents are entitled to the balance of the award at the rate of 66 %5 percent.

Postal Service Schedule Award Payments

The Postal Service’s schedule award payments to employees represented over

42 percent of all schedule award payments for the federal government from CBYs 2001
to 2004, as shown in Table 1. Further, for the same period, the Postal Service’s
schedule award payments increased significantly more than all other federal agencies
combined. Specifically, the payment increased from $81 million to $108 million

(33 percent), while all other federal agencies’ combined payments increased from

$111 million to $131 million (18 percent).

Table 1. Postal Service’s Schedule Award Payments Compared to
Other Government Agencies for CBYs 2001 to 2004

Schedule Award Payments
Postal Service All Other Government Agencies Government- Postal Service’s
Percentage Percentage wide Percentage of
Payments Increase from Payments Increase from Payments Government-wide
CBY (millions) Previous CBY (millions) Previous CBY (millions) Awards
2004 $108 14 $131 7 $239 45.1
2003 94 9 123 6 217 43.4
2002 86 6 116 5 203 42.6
2001 81| e 1M1 ] e 192 42.2

Source: Deputy Director, Division of Federal Employees’ Compensation (DFEC)

Postal Service officials did not know why the Postal Service’s schedule award payments
increased significantly more from CBYs 2003 to 2004 than other agencies’ payments
during the same period. Two officials said Postal Service employees may have more
severe injuries than other federal employees because the agency has a larger number
of blue-collar employees than other federal agencies. The OWCP national medical
director told us the reasons may be that the Postal Service had more cases than other
agencies, and some Postal Service employees had more than one schedule award.

* As defined by Title 5. If the employee had a 50 percent permanent impairment, the number of weeks would be 156.
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Postal Service Workers’ Compensation Costs

The Postal Service was the largest participant in OWCP in CBY 2005, representing
about 46 percent of the total cases for the federal workforce that participated. It was
also the largest payee to OWCP, with approximately $818.2 million in payments for the
same year. This is about 35 percent of the $2.3 billion in total federal workers’
compensation payments. In addition to the $818.2 million, the Postal Service also paid
approximate!oy $21.9 million in chargeback billing costs for the old Post Office
Department,® and an administrative fee® of $44.3 million. This brings the total

CBY 2005 costs to $884.4 million, as shown in Table 2.

Table 2. Postal Service Total Workers’ Compensation and
Medical Costs for CBY 2005

CBY 2005
Type of Cost (millions)
Postal Service workers’ compensation
and medical costs $818.2
Post Office Department workers’
compensation and medical costs 21.9
Administrative fee 44.3
Total $884.4

Source: DOL OWCP Chargeback Billing Summary

Objectives, Scope, and Methodology

We discuss our objectives, scope, and methodology in Appendix B in detail.

Prior Audit Coverage

We did not identify any prior audits related to the objectives of this audit.

® The Post Office Department represented compensation claims incurred before the Postal Service reorganization in
1971. Under the Postal Reorganization Act of 1971, the Postal Service remained responsible for payment of all Post
Office Department workers' compensation claims incurred before July 1, 1971.

® Administrative fees represent the amount OWCP assesses for managing workers’ compensation claims. The
amount paid is approximately 5 percent of the Postal Service’s medical and compensation costs. The Postal
Service’s administrative fees increased 35 percent, from $32.9 million in CBY 2000 to $44.3 million in CBY 2005.
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Audit Results

Postal Service Over- and Undercharges

The Postal Service was overcharged about $249,506 and undercharged about
$240,222 for schedule awards in the Pacific Area, in CBY 2004. OWCP and the Postal
Service should ensure employees are paid the amounts authorized. This assurance
would have prevented the payment of approximately $21,759 by the Postal Service
($9,284 of funds put to better use and $12,475 of unrecoverable costs), and $12,011 in
potential costs to the Postal Service.

Specifically, at least $9,284 in payments was based on all of the projected
overpayments, offset by the projected underpayments. This amount will be reported as
funds put to better use in our Semiannual Report to Congress (SARC). The Postal
Service has received a $200 credit from OWCP for the overcharges identified. In
addition, the Postal Service was assessed $12,475 for administrative fees by DOL for
the overcharges. Because OWCP is not required to reimburse agencies for
administrative fees assessed on overpayments, these funds are unrecoverable and will
also be reported as such in our SARC. Finally, if the identified underpayments and the
respective administrative fees are paid, the Postal Service will incur a cost of $12,011.7
These funds represent an additional expense to the Postal Service and will be reported
as such in our SARC. (See Appendix C for the summary of monetary impact to the
Postal Service.)

We used a statistical sample of 157 case files from a universe of 1,082 files to arrive at
the projections. The overcharge is about 1.2 percent of the $20.6 million paid to Postal
Service employees in CBY 2004 in the Pacific Area, and the undercharge is
approximately 1.2 percent of the amount paid. Although these amounts are not
significant compared to the total schedule award payments ($20.6 million), they
highlight the fact that some employees did not receive the benefits they were entitled to,
while others received more.

Of the 157 case files reviewed, 8 employees who received schedule award payments in
the Pacific Area in CBY 2004 were paid more or less than the amounts authorized, as
follows:

e 3 employees were overpaid.
¢ 5 employees were underpaid.

See Appendices B and D for the methodology and statistical sampling and projections,
respectively.

" An administrative fee of about 5 percent (of $240,222) will be assessed if the Postal Service pays the
underpayments.
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Management’s Comments

Management stated the audit presents an inflated error rate. They stated that in

40 cases, the differences noted were the result of cost-of-living adjustment (COLA)?
payments that were properly paid in all cases reviewed. Management also stated that
in the 35 cases cited as underpayments, the auditors miscalculated the COLAs, and
these too were proper payments. Management said excluding the 75 cases (40 plus
35) the auditors mistakenly cited as errors would result in a 5.7 percent error rate, not
53 percent. They said the discrepancy in error rates was further exacerbated because
the auditors used the percentage of errors to project funds put to better use.
Management’s written comments did not provide documentation to support their
assertions.

Management also stated the total dollar amount authorized for the sampled payments
represents less than 4 percent in over- and undercharges of the total amount paid.

Overall Evaluation of Management’s Comments

We disagree with management that the audit presents an inflated error rate and that the
discrepancy in error rates was further exacerbated because the auditors used the
percentage of errors to project funds put to better use. Our initial review of 41° case
files showed the amounts paid were higher than authorized. During our fieldwork
management told us the overpayments may have been the result of properly paid
COLAs. They said, however, there was insufficient time and number of staff to conduct
detailed reviews to verify this. We concurred with management’s decision not to
conduct detailed reviews because the amounts in question were below DOL’s $700
threshold for recovery.’ In addition, we noted in the draft report the overpayments
could be the result of COLAs.

We also disagree that in the 35 cases cited as underpayments, we miscalculated the
COLAs and the payments were proper. We did not calculate the COLAs, but rather
compared the amounts that should have been paid to employees (as recorded on the
Schedule Award of Compensation Letter) to the amounts recorded as paid in the
OWCP Agency Query System. In addition, during the audit, we provided OWCP with
the list of 35 cases for their review and comments, and they did not provide us with
documentation to support that payments were correct. It was not until we contacted
management after receiving their written comments that we received documentation to
support the over- and underpayments of less than $500 which were the result of
COLAs. When we asked the OWCP assistant director, San Francisco District, why this
documentation was not provided to us during the fieldwork, she said she was not asked

® The COLA allows for the increase in living costs from year to year.

® We identified 41 cases where the overpayments were less than $500 and not 40 cases as stated by DOL
management in their comments.

% our scope period for the cases we reviewed was CBY 2004 (July 1, 2003, to June 30, 2004). The DOL threshold
for recovery was $500 up until May 28, 2004, when DOL increased the amount to $700.
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for it. The computations affected by the new documentation have been incorporated
into the report.

We disagree with management that the discrepancy in error rates was further
exacerbated because we used the percentage of errors to project funds put to better
use. Appendix C shows the monetary impact identified as funds put to better use was
based on the over- and underpayments greater than $500, not on those less than $500.

We agree the total dollar amount for the sampled payments represents a small
percentage of the total amount paid, and we state that in the report. We also state,
however, the over- and undercharges highlighted the fact that some employees did not
receive benefits they were entitled to, while others received more.

Overpayments Identified

Three employees were overpaid, as shown in Table 3. These 3 overpayments totaled
$33,346 and represented 100 percent of the amount on which we based our
projections. Further, two of the three employees (Employees B and C) received
$28,544 (86 percent) of the $33,346 in overpayments.

Table 3: Three Overpayments, by Employee, Compared to
Total Overpayments (Numbers Rounded)

Amount Amount Percentage of Total

Employee Authorized Amount Paid Overpaid Overpayments
Employee A" $42,361 $47,163 $4,802 14
Employee B $45,093 $54,777 $9,684 29
Employee C $37,141 $56,001 $18,860 57
Total $124,595 $157,941 $33,346 100

Sources: Postal Injury Compensation System (PICS),™ Schedule Award of Compensation Letters, and OWCP Agency
Query System Case Compensation Payment History

A review of OWCP employee case file and payment records showed that Employee A’s
overpayment of $4,802 was the result of two periodic payments made after he received
a final lump sum payment. In the case of Employee B, OWCP paid him $9,684 in

four periodic payments, also after a lump sum was paid. Finally, Employee C received

ten periodic payments totaling $18,860 after receiving a lump sum payment.

" The employee repaid $200 in September 2004. According to the Pacific Area Injury Compensation manager, the
$200 was credited to the Postal Service on June 11, 2005.
2PICS is an OIG system that contains weekly medical costs and workers’ compensation data from OWCP for each

injured Postal Service employee.
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DOL policy states an employee can receive a schedule award in a lump-sum payment13
or periodic payments spread out over time. In addition, at the time the three employees
received their lump-sum schedule award payments, procedures required OWCP
personnel to manually complete DOL Form Compensation Act (CA)-25" and submit it
to the Automated Compensation Payment System (ACPS) to stop the periodic
payments.

However, the OWCP assistant director, San Francisco District, said OWCP personnel
did not submit the required Forms CA-25. As a result, Postal Service employees were
overpaid, and the Postal Service was overcharged. Further, the Postal Service was
assessed an administrative fee, which is unrecoverable. The assistant district director
did not know why OWCP personnel did not submit the forms.

The DFEC deputy director stated the Integrated Federal Employees’ Compensation
System (iIFECS) replaced ACPS in February 2005. He told us iFECS eliminated the
use of the CA-25; and instead, the information is now entered directly into the system.
However, the deputy director told us iIFECS does not have an automatic control to stop
periodic payments when the lump sum option is selected. He said a control will be
added to the list of IFECS enhancements to be made in the future, probably in fiscal
year 2006.

Corrective Action

Before our review, the OWCP notified Employees A and B they were overpaid, and
asked them to return their overpayments of $4,802 and $9,684, respectively (a total of
$14,486), to OWCP. OWCP also issued a letter dated January 24, 2005, to

Employee C informing him of the preliminary finding that he was overpaid $18,860. The
letter advised him of his right to submit evidence or arguments that he believes will
affect this preliminary finding.

Recommendation

We recommend the assistant secretary, Employment Standards Administration, direct
appropriate officials to:

1. Program the Integrated Federal Employees’ Compensation System as soon as
possible to automatically reject periodic payments when the lump-sum payment
option has been selected.

'3 Federal Register, 20 Code of Federal Regulations (CFR), Part 10, Section 10.422(b), states that a lump-sum
payment may be made to an employee entitled to a schedule award under 5 U.S.C. Section 8107, when OWCP
determines that the payment is in the employee’s best interest. Lump-sum payments of schedule awards are
generally considered in the employee’s best interest only if the employee does not rely on compensation payments
as a substitute for lost wages (that is, the employee is working or is receiving annuity payments). An employee has
no absolute right to a lump-sum payment of benefits under 5 U.S.C. 8107.

“ DOL Form Compensation Act CA-25, ACPS Periodic Roll Payment 510-01.
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Management’s Comments

Management agreed with the finding and recommendation. Management stated they
are working to modify iFECS to automatically stop periodic payments when a lump sum
schedule award is processed. Management stated the modification will be implemented
during 2006. Management stated, however, the FECA reform bill*®> would change the
law on this point: claimants would be allowed to receive both the lump sum schedule
award and the wage loss compensation during the same period.

Evaluation of Management’'s Comments

Management’'s comments are responsive to the recommendation. Management’s
planned action should correct the issues identified in the finding.

Recommendation

We recommend the assistant secretary, Employment Standards Administration, direct
appropriate officials to:

2. Reexamine schedule award case files from chargeback year 2003 to date to ensure
that periodic payments have been deleted for claimants (Postal Service employees)
who selected the lump-sum payment option. The assistant secretary may also wish
to consider applying this recommendation to all claimants, regardless of the federal
agency that employed them.

Management’s Comments

Management agreed with the finding but disagreed with the recommendation.
Management stated all cases on the periodic rolls are reviewed annually as part of the
periodic rolls management project, including Postal Service cases where the claimant
has elected the lump-sum payment option. Management stated this review should
discover cases for which a lump sum has been paid, but periodic payments continue for
the same period. Management also stated that of the four actual overpayments in the
sample, two had already been discovered before the U.S. Postal Service Office of
Inspector General (OIG) review. Management stated that given the relatively small
error rate, they believe the expenditure of resources to further analyze all schedule
awards since 2003 would not be cost-effective.

18 According to a March 14, 2005, draft DOL FECA Amendments of 2005, for any injury occurring on or after the date
of enactment, and for any new claim for a period of disability commencing on or after the date of enactment, a lump
sum of schedule compensation may be received in addition to and simultaneous with workers’ compensation benefits
for total or partial disability.” This legislation has not been finalized and sent to Congress for action.
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Evaluation of Management’s Comments

Management’'s comments are responsive to the recommendation, and their annual
review focusing on accurate payments should correct the issues identified in the finding.

Underpayments Identified

Five employees were underpaid, as shown in Table 4. These five underpayments
totaled $47,965 and represented 100 percent of the amount on which we based our
projections. Further, two of the five employees (Employees D and E) received $37,592
(79 percent) of the $47,965 in underpayments.

Table 4: Five Underpayments by Employee Compared to Total Underpayments

Amount Amount Amount Percentage of Total

Employee Authorized Paid Underpaid Amount Underpaid
Employee D $28,216 $2,521 ($25,695) 54
Employee E $55,032 $43,135 ($11,897) 25
Employee F $42,769 $33,637 ($9,132) 19
Employee G $40,891 $40,268 ($623) 1
Employee H $35,291 $34,673 ($618) 1
Total $202,199 $154,234 ($47,965) 100

Sources: PICS, Schedule Award of Compensation Letters, and OWCP Agency Query System Case Compensation
Payment History

Employee D’s schedule award was interrupted'® from August 18, 2003, to April 25,
2004, to pay temporary total disability’” payments. When the disability payments
ceased in April 2004, schedule award payments should have resumed; however, the
claims examiner forgot to resume the payments. The assistant district director said the
new system, iFECS, will allow claims examiners to manually input reminders. We noted
this will also require the claims examiners to remember to input the reminder.

In addition to a claims examiner not resuming award payments for Employee D, an
examiner computed Employee E’s schedule award incorrectly. This occurred because
the claims examiner used the incorrect number when multiplying the number of days
(633.36) by 75 percent for a compensation rate of $475.02 per week, instead of
multiplying the base pay rate ($806.71) by 75 percent for a compensation rate of
$605.03. In addition, the amount was not properly certified or verified by other claims
examiners. This resulted in an underpayment of $11,897.40.

" |f an employee sustains a period of total disability during the award period, the payments may be interrupted while
the employee is on total disability, with the payments resuming after the employee is no longer on total disability.

' Federal Register, 20 CFR, Part 10, Section 10.400(b), states, "Temporary Total Disability is defined as the inability
to return to the position held at the time of injury or earn equivalent wages, or to perform other gainful employment,
due to the work-related injury."

10
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OWCP policy® requires claims examiners' to compute and certify schedule award
payments using DOL Form CA-203.%° The policy also states that after the initial claims
examiner computes the schedule award and a second examiner certifies it, a third
examiner must verify the amount keyed in to ACPS. According to the DFEC deputy
director, before a DOL letter is sent to claimants advising them of the amount(s) they
will receive, a senior claims examiner or a journeg-level claims examiner must verify the
letter for correctness. Additionally, OWCP policy’ states that if a recurrent pay rate® is
established, the claimant is entitled to that rate for the balance of the schedule award.

Information in ACPS and Employee E’s Schedule Award Compensation Letter showed
that neither the claims examiner who verified the information input into ACPS, nor the
senior claims examiner who reviewed the letter, identified the inaccurate information in
ACPS, or the letter. Specifically, the claims examiner completed the DOL Form CA-203
on March 13, 2003; the verifier reviewed the information in ACPS on March 14, 2003;
and the senior claims examiner reviewed the letter before it was sent to the claimant on
March 17, 2003.

The assistant district director told us that because the certification process for schedule
award payments involves human beings, human error is always possible. She said the
district tries to minimize human error by having senior claims examiners, and in some
cases journey-level claims examiners, certify initial payment computations. She said
she knows of no automated process that can eliminate the claims examiner.

According to the deputy director, schedule award payments are no longer carried over
from a DOL Form CA-203 and entered into a system. Rather, the information is entered
directly into the schedule award computation screen (the equivalent of a DOL Form
CA-203) and then forwarded for certification. However, the deputy director said OWCP
must rely on the claims examiner’s review of the payment information and the certifier’s
verification that the information entered is correct. So, while there is less chance of
erroneously entering a figure from a correct calculation, the calculation must still be
accurate to ensure appropriate compensation payment.

Corrective Actions

Based on our work, OWCP officials issued payments to Employees D through H for
$36,908 of the $47,965 for the underpayments we identified. Employee D was paid

'® FECA Procedure Manual 2-0901-3, Responsibilities, (Part b) Certification.

'® The amount of the schedule award payment dictates which level must certify the payment. For example, a
journey-level claims examiner can certify up to $14,000; a senior claims examiner can certify payments up to
$50,000; and a supervisory-level claims examiner can certify payments greater than $50,000.

% DOL Form CA-203, ACPS Schedule Award Payment — 510-09.

! FECA Procedure Manual 2-0808-7, Payment of Schedule Awards, (Part a), Computing Awards, Section 3.

%2 The recurrent pay rate is the rate a claimant is entitled to when or if his or her disability recurs. Claimants are
entitled to a pay rate for compensation either at the time of the initial injury or when the disability recurs. A recurrence
of disability means an inability to work after an employee has returned to work, caused by a spontaneous change in a
medical condition that resulted from a previous injury or iliness without an intervening injury, or new exposure to the
work environment that caused the illness.

11
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$14,453, which is $11,242 less than the $25,695 we identified, because of a revised
percentage of impairment.

Employees E, F, and G were also paid the amounts we identified ($11,897, $9,132, and
$623, respectively). Employee H received $803, which was $185 more than the $618
we identified because the employee was also underpaid for total disability
compensation.?®

In a separate report,®* we discuss the corrective actions taken by the Postal Service
Pacific Area based on our work. Specifically, the Pacific Area implemented a Schedule
Award Verification Standard Operating Procedure (SOP) — effective August 26, 2005.
The SOP was signed by the Pacific Area Injury Compensation manager and directed all
Pacific Area District Injury Compensation managers to review schedule award payment
data for accuracy. The SOP requires district injury compensation managers, at least
once each quarter, to:

e Build/create a Schedule Award Report in the Injury Compensation Performance
Analysis System.

e Review the Schedule Award Report to ensure employees are paid the amounts
authorized (compare the total amounts paid with the amounts authorized or the
total amount of the schedule award).

Further, the SOP stated that Postal Service headquarters is considering a modification
to the Schedule Award Report, to include a column displaying the total amount of the
award paid to date. Officials said this would facilitate the identification of over- and
underpayments.

Credits and Refunds Need to be Recovered

As of June 11, 2005, of the $33,346 in overcharges, the Postal Service received a
$200 credit from OWCP. Postal Service officials said they were unaware of the
overpayments and are identifying the overcharges.

An OWCP official stated that credits for overpayments are posted to the appropriate
agency’s account when the money is received from the employee, not when the
overpayment is identified. Specifically, even though a potential overpayment is
identified, the claimant is entitled to due process. Once the process is complete, any
monies received from the claimant are credited to the agency upon receipt by OWCP.
This is also true for underpayments. An official stated that where underpayments are

2 A review of the employee’s case file indicated the pay rate initially used was incorrect. As a result, the employee

was underpaid for her schedule award payment, as well as her total disability (or regular workers’ compensation)
ayment.

4 OWCP’ Schedule Award Payments to Postal Service Employees in the Pacific Area — Report Il (Report Number

HM-AR-05-011, dated September 29, 2005).

12
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identified, the Postal Service will be charged for payments made to employees after
OWCP makes the payment, not as of the date the underpayment was identified.

Recommendation

We recommend the assistant secretary, Employment Standards Administration, direct
the director, Office of Workers’ Compensation Programs:

3. To program the Integrated Federal Employees’ Compensation System to allow the
claims verifier and senior claims examiner to confirm the accuracy of the information
input on the automated DOL Form CA-203, Automated Compensation Payment
System Schedule Award Payment — 510-09, by the claims examiner.

Management’s Comments

Management agreed with the finding and recommendation and stated the ability to
confirm the accuracy of information exists and is being used.

Evaluation of Management’s Comments

Management’'s comments are responsive to the recommendation. Management’s
action should correct the issues identified in the finding.

Recommendation

We recommend the assistant secretary, Employment Standards Administration, direct
the director, Office of Workers’ Compensation Programs:

4. To program the Integrated Federal Employees’ Compensation System to
automatically remind claims examiners to pay the remaining balance of a schedule
award at the recurrent pay rate when an award is interrupted to pay temporary total
disability.

Management’s Comments

Management agreed with the finding but disagreed with the recommendation.
Management stated a claims examiner must determine payment of a recurrent pay rate,
and a different journey level claims examiner must verify it. Management stated that a
schedule award interrupted by an intervening period of total temporary disability does
not guarantee that a recurrent pay rate is applicable. Management also stated that
such a determination must be made on a case-by-case basis. They said no coding
structure exists to differentiate disability benefits being paid during an interrupted
schedule award from those paid in general or following completion of a schedule award.
They also said these cases are rare, and implementing this recommendation would
involve a complex system enhancement that might not be cost-effective. Management
reiterated that the FECA reform bill will change the law in this area so that claimants will
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be allowed to receive both the lump-sum schedule award and the continuing wage loss
during the same period.

Evaluation of Management’'s Comments

Management’s comments are not responsive to the recommendation because they
have not provided assurance that schedule award balances, when warranted, will be
paid correctly. Programming iFECS to automatically remind claims examiners to pay
the remaining balance of a schedule award will ensure they adhere to OWCP policy. If
this involves a system enhancement that is not cost-effective, an alternative would be
for management to include in their annual review of periodic roll cases a review of
schedule awards that were interrupted to determine whether balances are due. We
have not identified this recommendation as significant and therefore will not pursue it
through the resolution process.

Recommendation

We recommend the assistant secretary, Employment Standards Administration, require
the director, Office of Workers’ Compensation Programs:

5. To direct the verifier and senior claims examiner to use a computerized spreadsheet
(such as Microsoft Excel)* to confirm the accuracy of the information on the DOL
Form CA-203, until such time as the Integrated Federal Employees’ Compensation
System can be programmed for verification of accurate information on the DOL
Form CA-203, Automated Compensation Payment System Schedule Award
Payment — 510-09.

Management’s Comments

Management agreed with the finding and recommendation and stated the ability to
confirm the accuracy of information exists and is being used.

Evaluation of Management’s Comments

Management’s comments are responsive to the recommendation. Management’s
action should correct the issues identified in the finding.

Recommendation

We also recommend the director, Office of Workers’ Compensation Programs, instruct
the Office of Workers’ Compensation Programs director, San Francisco District, to:

% Microsoft Excel is a spreadsheet program from the Microsoft Office suite of productivity tools for Windows and
Macintosh.
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6. Reexamine schedule award case files from chargeback year 2003 to date to verify
that award calculations are accurate, and ensure that claimants (Postal Service
employees whose case files are managed in the San Francisco District) are paid at
the correct weekly pay rate.

Management’s Comments

Management agreed with the finding but disagreed with the recommendation.
Management stated that action to resolve this recommendation would be premature,
and that the amount of work required resolving this recommendation does not seem
warranted, considering the percentage of under- and overcharges identified during the
audit.

Management also stated that during 2006, DFEC will conduct a pilot internal review to
further assess the extent of problems with the accuracy of schedule award payments.
Management stated that if warranted, the results of the review will be used to create a
specific schedule award element to add to the accountability review cycle for 2006 to
help correct problems in the future.

Evaluation of Management’'s Comments

Management'’s planned action to conduct an internal review to assess the extent of
problems with accuracy of schedule award payments is responsive to the
recommendation.

Recommendation

We recommend the director, Office of Workers” Compensation Programs, instruct the
Office of Workers’ Compensation Programs director, San Francisco District, to:

7. Reexamine schedule award case files from chargeback year 2003 to date to verify,
for those claimants (Postal Service employees whose case files are managed in the
San Francisco District) whose awards were interrupted, that the remaining balance
of the schedule award is paid at the correct pay rate.

Management’s Comments

Management agreed with the finding but disagreed with the recommendation.
Management stated that because no coding structure exists that differentiates disability
benefits being paid during an interrupted schedule award from those paid in general or
following completion of a schedule, there is no efficient way to identify the small number
of cases in question.
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Evaluation of Management’s Comments

Management’'s comments are not responsive to the recommendation because they
have not provided any assurance through planned actions that balances, when
warranted, will be paid. Policy states that management must ensure all claimants are
paid correctly. We have not identified this recommendation as significant and therefore
will not pursue it through the resolution process.

Additional Management Comments

Management stated the audit team reviewed the percentage of employees who
received schedule award payments during the CBY; however, the report does not
specify how these employees were identified. Management also stated the team
examined all aspects of the payments back to their inception, which in many cases was
outside of the CBY. Management also stated the team looked at the work for more than
1 year and compared those findings to the payments of only 1 CBY. Management
stated that such a skewed universe would give an artificially high error rate.

Evaluation of Additional Management Comments

We disagree the report does not specify how the employees were identified.

Appendix B of the report explains we obtained a universe of cases where at least one
schedule award payment was made in CBY 2004 in the Pacific Area, and the period of
award had ended. We selected a statistical sample of cases from the universe. To
determine whether OWCP over- or undercharged the Postal Service, we compared the
authorized schedule award amount found in the Schedule Award of Compensation
Letter sent to the employee, to the amount actually paid to the employee as recorded in
OWCP’s Agency Query System Case Compensation Payment History. We did not
examine all aspects of payments back to their inception—only those payments made
within the periods indicated in the Schedule Award of Compensation Letter. Therefore,
we did not consider payments made before the dates and periods indicated in the letter.

Federal Schedule Award Comparisons With States

States also make schedule award payments to employees for partial loss, or loss of
use, of a member, organ, or function of the body. We compared states’ schedule award
maximums to the federal government’s schedule award maximums to determine
whether states’ maximums were about the same, higher, or lower than the federal
maximums. We concluded that because states’ schedule award maximums are
substantially lower than the federal government’s schedule award maximums, federal
maximums are not comparable to state maximums.

Federal Schedule Award Maximums Are Higher Than States’ Award Maximums

For several reasons, federal schedule award maximums are higher than states’
schedule award maximums:
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¢ Unlike federal schedule awards, states take a percentage of an employee’s
average salary to determine the amount of a schedule award (compensation

rate), instead of using the employee’s actual salary.

e State workers’ compensation acts do not include a COLA in the amount of the

schedule award payment, as federal schedule awards do.

o All states apply a single percentage, regardless of the employee’s dependent
status, while federal employees with dependents receive 75 percent of their

salary and those without dependents receive 66 % percent.

In addition, some states’ maximums are established for fewer weeks than federal
maximums. In cases where a state’s number of weeks is the same as the federal

schedule awards, the states have a lower maximum benefit. We believe this is because

the federal schedule award maximum benefit allowed is equivalent to the General

Schedule (GS)-15 salary level. The GS-15 maximum level is established so that if

federal employees at that salary level become injured, they can be compensated at a
rate similar to their pay. However, few injured Postal Service employees’ salaries are at

the GS-15 level.

Using information from a study conducted by the U.S. Chamber of Commerce,?® we

selected six states with the highest schedule award maximums for three selected body
parts (arm at shoulder, leg at hip, and foot) and compared them to the federal schedule
award maximums for the same body parts. As shown in Table 5, the federal maximums

are significantly higher. For example, the federal maximum for the leg at hip is

$141,000 more than the highest state maximum (lllinois). The federal maximum is

$280,000 more than New Hampshire’s for the same body part. See Appendix E for a
complete comparison of all the states’ maximums, as well as for additional scheduled

injuries.
Table 5: Federal Schedule Award Maximums Compared to the Six States
With the Highest Schedule Award Maximums by Selected Body Parts

Schedule

Schedule Award Schedule Award Award

Jurisdiction Arm at Shoulder Jurisdiction Leg at Hip Jurisdiction Foot
Federal $466,302 Federal $430,433 Federal $306,384
lllinois $315,597 | lllinois $289,297 | District of Columbia $170,376
lowa $269,750 | lowa $237,380 | lllinois $163,058
District of Columbia $258,884 | District of Columbia $238,969 | lowa $161,880
New Hampshire $224,595 | Hawaii $179,136 | Hawaii $127,510
Hawaii $194,064 | New Jersey $154,035 | New Hampshire $104,811
North Carolina $168,960 | New Hampshire $149,730 | North Carolina $101,376

Source: Analysis of Workers' Compensation Laws 2005, U.S. Chamber of Commerce Statistics and Research Center

% Analysis of Workers’ Compensation Laws 2005, U.S. Chamber of Commerce Statistics and Research Center.
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Few Postal Service Employees Received the Maximum Schedule Award

Although federal schedule award maximums are significantly higher than the states’,
only a small percentage of Postal Service employees receive the maximum schedule
award amount. As shown in Table 6, the number of Postal Service employees who
received the maximum schedule award payments (or had 100 percent of disability)?’
was less than 1 percent of the total number of employees who received schedule
awards and less than 1 percent of the total amount of schedule award payments.

Table 6: Analysis of Postal Service Employees With 100 Percent Disability
and Receiving Federal Schedule Award Maximums

Percentage Total Percentage of
Cases With of Cases Payments for Payments for
Total Less Than | Cases With With Cases With Cases With
Number | 100 Percent | 100 Percent | 100 Percent 100 Percent 100 Percent
CBY | of Cases Disability Disability Disability Total Payments Disability Disability
2004 8,314 8,283 31 37 $104,305,633 $612,985 .59
2003 7,827 7,800 27 .34 $96,393,565 $495,104 .51
2002 8,286 8,253 33 40 $88,034,616 $529,882 .60
2001 6,761 6,732 29 43 $93,542,945 $633,072 .68
Total 31,188 31,068 120 .38 $382,276,759 $2,271,043 .59

Source: PICS

Legislative Matters Under Consideration

Changes to the FECA Act may slow the Postal Service’s rising OWCP costs. According
to a March 14, 2005, draft DOL FECA Amendments of 2005, for any injury occurring on
or after the date of enactment, and for any new claim for a period of disability
commencing on or after the date of enactment, the basic compensation rate will be

70 percent of the basic monthly pay of a GS-11, Step 3, rather than in proportion to the
employee’s salary.

Further, employees will not have increased entitlement to augmented compensation on
the basis of dependents. All claimants, whether or not they have dependents, will
receive 70 percent of their monthly pay. We are encouraged by the potential changes
to FECA and believe the changes will decrease FECA schedule award payments.

A 100 percent disability refers to a 100 percent loss, or loss of use, as a result of the employee’s injury.
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We appreciate the cooperation and courtesies provided by your staff. If you have
questions or need additional information, please contact Chris Nicoloff, director, Human

Capital, or me at (703) 248-2300.

Srnag Svreant

Mary W. Demory
Deputy Assistant Inspector General
for Headquarters Operations

Attachments

cc:  Anthony J. Vegliante
Gordon Heddell
Shelby Hallmark
Cecily A. Rayburn
Steven R. Phelps
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ACPS
ACS
CA
CBS
CBY
CFR
CMF
CBP
COLA
DFEC
DMS
DOL
FECA
FECS
GS
iIFECS
OIG
OwWCP
PICS
SARC
SOP
U.S.C.

APPENDIX A. ABBREVIATIONS

Automated Compensation Payment System
Affiliated Computer Services, Inc.
Compensation Act

Chargeback System

Chargeback Year

Code of Federal Regulations

Case Management File

Central Bill Processing System

Cost-of-Living Adjustment

Division of Federal Employees’ Compensation
Debt Management System

Department of Labor

Federal Employees’ Compensation Act
Federal Employees’ Compensation System
General Schedule

Integrated Federal Employees’ Compensation System
U.S. Postal Service Office of Inspector General
Office of Workers' Compensation Programs
Postal Injury Compensation System
Semiannual Report to Congress

Standard Operating Procedure

United States Code
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APPENDIX B. OBJECTIVES, SCOPE, AND METHODOLOGY

Our objectives were to determine whether the Postal Service’s Pacific Area was
overcharged for schedule award payments in CBY 2004 and received credits or refunds
for overpayments from DOL’s OWCP, and whether federal schedule awards are
comparable to states’ and selected private insurance companies’ schedule awards.

To accomplish our objectives, we reviewed and analyzed schedule award payments
extracted from PICS for CBYs 2001 to 2004. We also reviewed Postal Service and
OWCP policies and procedures and interviewed both Postal Service and OWCP
officials.

To determine whether the Postal Service was overcharged for schedule award
payments, we obtained a universe of cases where at least one schedule award
payment was made in CBY 2004 in the Pacific Area. This resulted in a universe of
1,082 cases at the OWCP District Office in San Francisco, California. We selected a
statistical sample of 185 cases from the 1,082. Initially, we were to review 125 sample
cases, with an additional 60 sample cases if more than one error was noted. However,
because of the time constraints imposed by OWCP (other agencies were visiting at the
same time as our team) and the projected OWCP resources needed to obtain the cases
for our review, and in the interest of efficiency, we asked OWCP for all 185 case files,
regardless of the projected errors.

Of the 185 case files requested, we reviewed a total of 157 case files. Each of the case
files represented an employee. Specifically, 28 files were not reviewed for the following
reasons:

e Six (6) case files could not be provided by the San Francisco OWCP District
Office because they were at the OWCP National Office in the appeals process,
and thus were not available to us.

e Twenty-two (22) case files showed that the period of award had not yet ended at
the time of our review and thus the employees were currently underpaid. As a
result, these employees may still receive payments.

To determine whether OWCP overcharged the Postal Service through the chargeback
process for schedule award payments, we compared the authorized schedule award
amount to the amount actually paid to the employee. We based the authorized amount
on information in the Schedule Award of Compensation Letter sent to the employee,
and we obtained the amount paid from OWCP’s Agency Query System Case
Compensation Payment History screen.?®

% owcp provided copies of the Agency Query System Case Compensation Payment History page for the
185 cases.
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We discussed over/underpayments with officials in the OWCP San Francisco Office to
ensure that the payments actually occurred. If an incorrect payment actually occurred,
we determined, through discussions with OWCP officials, whether OWCP was aware of
the payments, and if so, what corrective actions had been taken.

To determine whether the Postal Service received credits or refunds for overcharges
from OWCP, we met with Postal Service officials in the Pacific Area and Injury
Compensation managers in the Arizona, Bay-Valley, Las Vegas, Los Angeles,
Sacramento, San Diego, Santa Ana, and Van Nuys Districts to determine whether they
were aware of the overpayments; if they were, whether they had taken steps to obtain a
refund or credit; and whether credits or refunds have been received. We also
determined, through interviews and reviews of policies, which agency (the Postal
Service or OWCP) was responsible for identifying the overpayments.

To determine whether federal schedule award maximums were comparable to state
maximums and selected private insurance companies’ schedule awards, we reviewed
independent studies and interviewed state officials and an insurance broker. We also
contacted the U.S. Chamber of Commerce and obtained permission to reproduce a
chart comparing federal schedule awards to states’ schedule awards. In addition, we
obtained PICS data showing the number of Postal Service employees receiving
maximum schedule awards (100 percent impairment).

We could not determine the extent to which private insurance companies’ schedule
award maximums were comparable to federal maximums because private companies
computed their maximums differently.

We conducted this audit from August 2004 through January 2006 in accordance with
generally accepted government auditing standards and included such tests of internal
controls as were considered necessary under the circumstances. We discussed our
observations and conclusions with appropriate OWCP and Postal Service management
officials and included their comments where appropriate.

Data Reliability Testing

For the case files we requested, we tested the data to determine whether the records
were reliable. We compared data for specific fields extracted from PICS (DOL case
number and the payee’s name, date of birth, Social Security number, date of injury,
percent of disability, and weeks of compensation) to the information on the Schedule
Award of Compensation Letters. Of the 179 case files we reviewed, in 7 cases

(3.9 percent), PICS data did not match the Schedule Award of Compensation Letter
(see the following table). The purpose of our review was to determine whether
overpayments occurred, and the data that did not match in the 7 cases was not
significant to meet our objectives.
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Sample Description of Data on Schedule Award of
Number Compensation Letters that Did Not Match PICS

72 Percentage of disability did not match PICS data

79 Percentage of disability did not match PICS data

87 Weeks of compensation showed days, rather than weeks

94 Percentage of disability did not match PICS data

102 Percentage of disability did not match PICS data

105 Percentage of disability did not match PICS data

108 Weeks of compensation showed days, rather than weeks

Independent Service Auditor's Report

We also reviewed the results of an independent service auditor’s report of DOL’s
OWCP. Specifically, DOL’s OIG contracted with M.D. Oppenheim & Company, PC, to
review the Special Benefits Fund (the Fund). The report was titled Special Reports
Relating to the FECA Special Benefit Fund March 31, 2004, and September 30, 2004.

The purpose of the audit was to examine the controls of the DFEC and Affiliated
Computer Services, Inc. (ACS) State Healthcare, an independent service organization
that provides medical bill processing services to DFEC for users of the FECA Special
Benefit Fund.

The Federal Employees Compensation System (FECS) is the electronic data
processing system for FECA benefits. The FECS supports DOL’s general ledger. The
FECS computer system consists of the following subsystems:

e Case Management File (CMF) — CMF records the receipt of claims for FECA
benefits and the steps taken to adjudicate those claims.

e ACPS — ACPS processes the payment of weekly, monthly, and supplementary
(lump sum) benefits to claimants. ACPS interfaces with CMF to ensure that a valid
case number supports an approved claim.

e Central Bill Processing System (CBP) — CBP provides files to DFEC that are used to
update CMF and the CBS. CBP is part of FECS.?

e CBS - or the Intra-Governmental Accounts Receivable System, produces an
accurate, complete, and detailed chargeback billing list, used to bill the appropriate
federal agencies annually for benefit payments made on their behalf.

e Debt Management System (DMS) — DMS records and tracks accounts receivable as
a result of overpayments to claimants, reimbursements from third parties, and cash
received from the public.

% CPB is maintained by ACS.
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Independent Service Audit Report Results

The audit issued an unqualified opinion on the Actuarial Liability, Net
Intra-Governmental Accounts Receivable, and Total Benefit Expense of the Fund.
Agreed-upon procedures were performed on the Schedules of Actuarial Liability, Net
Intra-Governmental Accounts Receivable, and Total Benefit Expense of the Fund.

However, the audit issued a qualified opinion on the effectiveness of OWCP controls
over FECS because controls failed to ensure periodic reviews of medical evidence to
support continuing eligibility, to ensure that medical bill payments were paid accurately,
and to restrict user access.

Independent Service Auditor's Tests of General and Application Controls

The independent service auditor’s report disclosed the following control deficiencies,
which resulted in a qualified opinion:

e DFEC asserted it had controls in place that require a review of medical evidence
annually or every two or three years, depending on the type of compensation paid.
However, the service auditor found that a significant number of case files contained
no current medical evidence, as required by the DFEC policy.

e DFEC asserted it had controls in place to correctly and completely enter bills into the
CBP system, to pay medical bills in the correct amount, and to review the accuracy
of medical bill payments. However, the service auditor found a significant number of
duplicate and incorrect payments.

e DFEC asserted it had controls in place to restrict access to authorized users of
ACPS and to logically segregate incompatible functions. However, the service
auditor noted that access request and review procedures were not consistently
followed, and users could perform incompatible functions.

The service auditor’s report stated that transaction processing controls for
compensation and medical benefit payments were tested in the areas of case creation,
initial eligibility, file maintenance, continuing eligibility-medical evidence, continuing
eligibility-earnings information, accuracy of compensation payments, new schedule
awards, medical bill payment processing, and third party settlements.
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We limited our highlights to new schedule awards.

HM-AR-06-001

New Schedule Awards

Tests of Described Controls

Results of Tests

Controls provided reasonable assurance
that claimants had reached maximum
medical improvement before receiving a
schedule award, medical evidence was
obtained, and medical evidence stated
the percentage of impairment.

For 50 judgmentally selected cases,
case files were reviewed to ensure
that medical evidence supported the
impairment or disability.

No exceptions
were noted.

Based on our data reliability testing and the independent service auditor’s results, we
concluded the data was sufficiently reliable to meet the objectives.
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APPENDIX C
SUMMARY OF MONETARY IMPACT TO THE POSTAL SERVICE

HM-AR-06-001

Funds Put to

Unrecoverable

Potential Additional
Expense to the Postal

Better Use® Costs™ Service®
Overpayments
Overpayments — 100 percent of
projected amount - $249,506 (already | |  e———— | e
paid) $249,506.00
Underpayments
Underpayments — 100 percent of
projected amount - $240,222 (OWCP
has repaid employees identiffiedin | | T | T
sample) ($240,222.00)
Administrative Fees
Administrative fees assessed for
overpayments — 5 percent of total | @ - | | e
projected amount (already paid) $12,475.00
Administrative fees to be assessed if
underpayments are paid — 5 percentof | = -———— | e
total projected amount ($12,011.10)
Total $9,284.00 $12,475.00 ($12,011.10)
Notes:

Overpayments

¢ Inthe sample, 3 employees received overpayments. The 3 employees’ overpayments totaled
$33,346 and represented 100 percent of the amount on which we based our projections.
e Above, we show $249,506 which is 100 percent of the $249,506 [projected amount].

Underpayments

¢ Inthe sample, 5 employees received underpayments. The 5 employees' underpayments totaled
$47,965 and represented 100 percent of the $47,965 on which we based our projections.
e Above we show $240,222 which is 100 percent of the $240,222 [projected amount].

Administrative Fees

o Administrative fees are 5 percent of the payment. The administrative fee assessed for the
overcharge is $12,475 (or 5 percent of $249,506). When paid, the administrative fee will be $12,011
(or 5 percent of the $240,222) for the underpayments.

% Funds Put to Better Use — Funds that could have been used more efficiently if employees were paid the authorized

amounts.

3! Unrecoverable Costs — Costs that should not have been incurred and are not recoverable.

%2 potential Additional Expense to the Postal Service — Costs not yet paid by the Postal Service, but could be in the

future.
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APPENDIX D

STATISTICAL SAMPLING AND PROJECTIONS FOR REVIEW OF
SCHEDULE AWARDS IN THE POSTAL SERVICE PACIFIC AREA

Purpose of the Sampling

One of the objectives of this audit was to assess whether schedule award payments
were correct. In support of this objective, the audit team evaluated payments for cases
selected in a stratified random sample. The sample design allows for projections of
both the number and dollar value of cases with overpayments or underpayments, as
well as the projection of the resulting amount that should have been paid (net amount).

Definition of the Audit Universe

The audit universe consisted of 1,082 cases that had at least one schedule award
payment in CBY 2004. We used PICS to generate the audit universe listing. The
payments for these 1,082 cases, from the start of each individual case through
December 6, 2004, constituted the total dollar universe for the audit. The total paid of
all schedule awards paid in CBY 2004 for the 1,082 cases was $20.6 million.

Sample Design

Our sample design included three strata based on the payment types observed for each
case in the CBY 2004 data: periodic payments only, supplemental payments only, or a
combination of both. We calculated the sample size for a 2-sided confidence interval, at
the 95 percent confidence level and + 10 percent precision for the attribute (controls)
testing portion of the review. We had no prior knowledge of variability in error dollar
amounts on which to base a sample size calculation for the projection of the dollar
amount associated with the overpaid or underpaid cases.

Number of Cases in

Number of Cases in

Stratum Stratum Universe Stratum Sample
Periodic only 636 85
Supplemental only 20 20
Both 426 80
Total 1,082 185

We applied the Microsoft Excel function “randbetween” to each case, by stratum, to
assign random numbers to the items on the universe listing and used those random
numbers to determine the cases included in the sample.
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Statistical Projections of the Sample Data

Methodology

For all projections, we applied methods described in Elementary Survey Sampling,
Scheaffer, Mendenhall, and Ott, c. 1990. To project the number of cases with
overpayments or underpayments in the audit universe, we analyzed the sample data
using the formulas to estimate population proportions for a stratified random sample.

To project the total dollars associated with cases that were overpaid or underpaid in the
audit universe, we used the formulas for direct projection of population means and totals
for a stratified random sample. We applied the text methods for difference estimation in
the calculation of the projected net value.

Of the 185 case files in our sample, six case files could not be provided because they
were at the OWCP National Office. An additional 22 case files that were underpaid at
the time of our review showed that the period of award had not yet ended. For this total
of 28 cases, we treated the overpaid or underpaid amount as zero.

When counting the number of cases with overpayments or underpayments, we counted
the overpaid or underpaid amount as zero if it was less than $500.00 (in absolute
value).

All projections reported below are to the audit universe of 1,082 cases.
Results

Total overpaid amount

Based on projection of the sample results, we are 90 percent confident that the
audit universe includes $175,122 to $323,891 in overpayments (relative precision:

+ 29.8 percent). The point estimate of the total overpaid amount is $249,506. In the
sample, the maximum overpayment was $18,859.59.

Total underpaid amount

Based on projection of the sample results, we are 90 percent confident that the
audit universe includes $166,515 to $313,929 in underpayments (relative precision:
+30.7 percent). The point estimate of the underpaid amount is $240,222. In the
sample, the maximum underpayment was $25,694.68.

Net amount paid

Based on the sample results, we are 90 percent confident that the total amount due to
the injured employees was between $20.49 million and $20.71 million. The unbiased
point estimate is that $20.61 million should have been paid.
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Number of cases resulting in either overpayments or underpayments greater than $500

Based on projection of the sample results, we are 95 percent confident that 13 to

76 cases were overpaid or underpaid (1.2 to 7.0 percent); the unbiased point estimate is
that 45 cases (4.1 percent) were either overpaid or underpaid by an amount greater
than or equal to $500. Our achieved precision for this measure was + 3 percent.
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APPENDIX E

COMPARISONS OF FECA SCHEDULE AWARDS TO STATES,
LONGSHORE ACT, BRITISH COLOMBIA, GUAM, MANITOBA, PUERTO

RICO, SASKATCHEWAN, AND VIRGIN ISLANDS
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Chart VII — Income Benefits (5) for Scheduled Injuries, Cont.

Motes

1. &mours in chart raflact maimum potcnitial
antidemnert. In Canada, pemanent physical im-
paimments genarnally ara compenseted by degres
of dissbilty usirg medical rating schedules as
guidalings.

Z. Alabarma — Maximumn waakly PP beradit is
lessar of 322000 or 10% SANW. Additicnalk;
compensation ic allwad for beth tamponary dis-
abilitios ard permarant partial schedulad inpanes
but reot &t the sama ima.

2. Alasks — Comperswtion is 3177000 mulir
plied by tha amployaa’: parcentaga of parmanant
impament based on tha Gth aditicn AMA& Guida
totha Evabetion of Formancrt Impaimant.

4, Anzora — Benefis based on E2,400.00
waga. Total loss payeble st 55% of 52,400
imenthly payment of $1,.3200

E. Arkansas — Maximum PF rata is 76% of
maximum total disabiity rate (536000 effective
1172006,

E. Califernis — Forinjunes aftar 17105, masi-
mum PP disabilty benadit is as follows: 1-63% @
2220 parwaak, T0-C9% @ 270 par waak |Sas
Labiar Code sectiors 45371

T Calfamiz —This szsumes injury 1o tha
major arm aned that rapsonsbly satisfactory use
of a presthass is not possbla. Amount sxcludes
Iife pansion berafits.

E. Califernia — Thiz assumsas nipry fothe
major hard and that reasonably sstisfactony usa
of a presthass is possible.

B. California — Loz= of log &t or above kneca,
reascrably satisfactony uze of prosthess possbla.

10. Califomia — Assuring satisfactory stump.

1. Califormia —Assurning loss of all sxcept
areat foa.

12. Califernia — Assuming sbility to waar
artificial ey,

13. Colorade — Effectie July 1, 2004 the
compensation rata for schadulad injuries is
3212.32 par waek. Exch sccaeding July 1, the
compensation rata is modiied for injurias arising
an and after such date by the sama porcentsgs
incraase or dacrease 25 the staie AN YWhan
an irjury rasulis in tha total loss or total loss of
usa of an arm at tha shoulder, a forasrm at the
akow, 3 hard st tho wrist, & keg at tha hip or so
rraar 25 to prachida the use of an artificial limb,
the kozs of & leg at or sbova tha knes whera the
shump remaire sufficknt 1o pamrmit the uzs of en
artificial limk, = foot st tha anke, an oya, ora
combinsticn of ary such lsses, the beredis
shallbe calculatad &= madical lor whale personl
imparmant. Medical impsirment bansfiis ane cal
oulsted by mubtipliing the medical impaiment
rating by an sge factar set farth in staiute, tmes
400 woaks and muhiplicd by tha tampanary total
dsebilty rata.

4. Conneeticut —Cammission may sward
additional banefiks bazad on koss of earnings.

1E. Flonds — Eliding scale of woaks depond-
irg upcn tha value of the mparmant mting.
pred workers not receiving wages aqual o
ar greatar than pre-njury wags are companzatad
at TE% of presious wage. Those arployd at pree
irjury wege ara compensyied ot half that value.

Hawesii — In casas n which tha dissbiliy
is determingd &z 1 parcentage of total loss or
imparmant of physical or mental furction of tha

while parson, tha maximum compare-stion is
tha comaspendirg percentage of 312 mes
100% of tha SAVEN.

17, Idahes — Maximum weskly PP beradit
is BE% of the SAAM far year in which injury
cecumed.

13. Wincis — For PP banefiis, waga replace-
mant iz E0%. Figuras raflect banedis for ampu-
tation of 8 mamber ard crucleation of an eye
— mraxirmium is 1335 of the SANY
1£1,051.93 affective 1/15/E). For cther PP
berwfits, masdrmum is 3EELET cHaciiva
TDA-EI0E,

19. llinzis — Hearirg loss under Warkers'
Compensation is $28,384.00.

20. Maing — Sct number of wecks.

21. Marylaind — Maximum waskly PP berafit
iz 3114 whara beradits ara payable for kas than
FE waaks llwwar FPD tiar; SE % of tha AWM
niot to exoe-sd U of the SAMY, whers barafits
e payebla for 75 wesks but leas than 2E0
wecks Imiddls PPD tiary; and 883G % of the AW
nok to axceed TER of the SAWW whers banafitz
are payshls for 250 weaks or mora lerious ds-
shimy}. If claimant iz a public zafety ermployes or
tha inury for which FPD is scught is to tha
thumh, fingers or grast 1o, mts of PPD & the
midde tiar formule; lower tier masimum ratas for
chime occurning an or after 171/EE - SE0.00; on or
stter 171/133 - 332 60; on ar after 17183 - £34.00.
Chiirmz osouring price £ 1/1/83, el PPD award
with & durstion kasz than 250 woaks arc paid at
tha rate of 23 AWW not 1o sxcesd & maximum
of 1/3 of the SAMMN

22, Massachusetts — Proportional benefris
for partial loss of limbs Firgans, toes).

23. Mirrazota — PP desbility aquals sched-
ubad dollar ameund E76,000 to E516,0000 timas
percant whela body dizakiliey. Concumrant pay-
mant of PP disabiliy and temperary partial bane-
fits allowad in cortain sibsstiors.

24, Missour —Totals rounded, totals gren
for hearirg loss duc te Tensmatic incident loss
|esplosion, blast, or blow to haad| 48 waeks
11 zarl or 1B0 wacks |both cars). Ocoupational
heaning loss providas for loss up 1o 49 weeks
11 marl or 1BD wacks [both cars). Measdmum
weskly PP banafit is B5% of the AN mini-
mam s $0.00. f srnpantation or 100% less of
uza, thers i an sddiicral 10% compereation.
Bancfit set a1 rate on data of injuny.

28, Mamtare —Tha masirmam partial disakiliy
benafit is B0% SAMNWW.

28, Mabrazks —Terme run corascuriely for
Iz of, or loss of usa of more than 1 mambar
kut lez= than totsl disakbility.

27 Hebrazkas — PT loss of heaning & comper-
sated a5 PT disabiiy.

23, Novads — Soma PT loss reochvas 100%
cof tha Temporany Total Dizakiliky beradt untl
death. There is & schadula for the lees or perme-
ngnt damesgae of teath NACE]EC.ECD.

29, Mow Harmpshira — H arvy injury rasuis in
mone than one specified body part or is ta tha
spinal columin or spinal cord, or to the brain o
rwoheas scaming, defigorement, or ckher skin
mpaimert rasuking from a bum or bumres, an
waard shallba meda to the whale person using
IED waeks & tha mammumn. Madmuam waakly

paymant is £1,068.60 imas tha rumber of
wasks spacified.

30 Mow Jarsay — Tharc iz an an additicnal
paymert of 30% of tha wward whera there has
boon an amputation of 2 majper mamber lam,
hand, leg, foct). Compersation iz payable waally
at 7% of pre-injury woally wegas, up to & mau-
mum of B5% of tha SAWW for arm or leg, 45%
of tha SAWMY for hard, A0 of the SAWWAN for
foot or ore ape, 35% of the SHNW for haaring —
both ears, Z0% of the SAWW for other scheduled
inpanias in chart

3. New Mamico — Beraliis 2ra o percantaga
of the compersation rata timas tha rumber of
weaalks spacified for eadh mpry in the sistuta
schedule § E2-1-43. Effectrre 171/2004, the
mamimum weskly peymert i 354827

3Z. Nerth Carcline — For urecheduled in-
juriss, maximum compensation is §20,00000.

33, North Dakots — PR impaiment bereafit
iz Z% of the SAWW for o scheduled numbsr
of wacks. Impairmants src paid as 8 lump sum
ard ara not bazed on any dsabiliy of mpaned
worker

JE. This — Maximum waskly PP berafit iz
EFVLRE of the SAWEN, ba for & masirmum of
200 weaks at & rata of 2 waeks for sach peroant-
age of the FP parcantaga.

3E. Cregon — Far njuries ocourning on o
aftar 17102 through 1273104, calculsted st 8553
par dagres for schaduled injuries; for unsdhad
uled injuriaz swards of 0-54 dograas, £1E84 par
degreas, swards grexter than B4 degraes bt
equal 1o orless than 160 dagreas, 3184 times 84
311,776 pluz 3321 tmes the numbar of dagreas
in swoass of 84, awards greatar than 16D degrees
£184 tmaes B4 pluz 3321 timas 96 (342 BET) plus
£33 tmes dagreas naxcess of 160

38. Rhede leland — Maximum schaduled PP
banafit iz 53% of ANW — 230,00 waekls mink
rmurn iz 348

A0 Terrmszaa — Injury Schedue is based on
& sct number of =. Maximum waokhy bane-
fit is BE%% of the employea’s AW

A1, Utsh — Masimum per week, ircluding sk
lowanea for dependants is BB of the SAMMN
Entry presurmas total ks of hoaring in ong aar
and nao less of heanng n tha cthar 184" weeksl.

AZ.Virgin Islards — FP berwdit B 6510 % of
the SAWW. For loss of wo or mone digis or ane
or mora phalsnges of vao or mera digins onoa
hared ar fect, bansfits may ke prepartionad 1o
the loss of usc of the hard or foot.

4% Virginia — Berefitz for schedued njries
ara payablc in addition ta compansstion far
tamparary disshility. County of Spotsybania v,
Hart, 21BWs. BES, 2B 5. E24 B1Z 18771 TT
dissbiity pymants condinue untl chimant is
rakesscd to ratum to work at which time award
far spacific dssbiiy may be artersd ard paid
simutaracusty with paymant for TR bancfits.

44 . ‘Washington —Amounts ara adjusted sach
July 1 to raflect perceringe changes in CFL. All
scheduled injury Eeredits raported are the ampar
tation or fotal loss values for schedued inpurias.

AE. Wast Vinginia — Maximum waekly banefit
is T0% SUNW for injuries after 7112008

AE. Wizconzin — Maximum weakly PF bane-
fit is 224200 atiectva 10105,

33
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Chart VII — Income Benefits (5) for Scheduled Injuries, Cont.

Notes, Cont.

43 Wisconsn —Third, fourth aned fifth foes
24,840,

48, Wizcorzin — Under cocupeticnal heanirg
loss lavw, mevimum iz 38,712 for cne aar and
352,272 for both sars as of 17105,

43 Wisconsn —Third, fourth and fith foss
24,640,

43, Wizcorsin — Under ccoupational hearirg
loss |2, maxmum is 38,712 for one aar and
352,272 for both sars s of 171008,

43, FECA — Inchudos alcwances for dopend-
ams. Maxirum waakly banefit is 31,5843.42,

B0. Indiana — Payable if npry occurned atter
/2T Ameounts provided ara for loss of use; loss
by =oparation resulis in & doublad 2werd. Indisna
«can corduct an assessment of up to 1LE% any
fime tha furd drops balose 31,000,000 onor
batfora 101 Efsctive atter 3001, PP based
an degres of imjury: 1-10 dagreas 31,300; 11-35
degreas §1,800; 35-50 degress 51,400; B1-100
dagraes 53,000, mpaiment awards ara subject
1o child suppert withhelding.

E. Kareas — fdditional hasing pened up to
16 wasks may ba alowed, for amputations onky.
Maxirm waakly PP beredit is 5% cfthe
SHAMWN.

EZ. Now York — 2400 madmum does ret
relate 1o protmcted healing period. Additcnal
compenzation dus 1o kes of B0% or mors of
member applias only 1o kes of am, kg, hand
ar foct and only if impaimrnent of camirg capacity
is dua sokaby 1o such loss.

B4, Karucky — Fer injuniss cccuming on or
aftar 12M127CE the dagree of dissbiity is deter
mined by the AWA Guida. Bancfits for PP dizsakik
ity berediis era calculaied by medtiplyng BE°G%
of the amployes’s pre-injury AW Inct to axcesd
75% of the S times the pamanant disabil
ity mtirg [AMA impairmant fimas facton. Tha
multiphyirg factors are spacfically set out by
stetuta and the fecter used is based on the AMA
furcticral impairmant rating . The bancfi may rot
aicaed 3% of GEL K of tha emplovea's MWW
ar 8% of the SAWW, whichewar is lower. 'Whan
an amployes lacks the physical capscity to rebum
1o the type of work paformed st tha time of
the irjury tha maxmum bersdit may increasa to
100%: of the SAWW. For injunies from 1211295
32000, if the smployes doss ret ratain the
physical capasity 1o rebum to the typa of work

BE LS. Chamber

performad ot the tima of inpary tha employea
iz antitled to 1.E times the bansitt to which ha
woud stherwise ba eriilad. In addition, when
BN employea returns tovwork st tha sama or
graater woge, their workers' comparsation berer
fitz ara reduced by ane-half for sadh wesk sudh
work cortinues. K amploymant cosses far smy
raascn, benefits will ba rastored 1o the regular
berwdit lewal during uremploymant or work at
lezzer wages than sarned at ime of injury. Fer
nprias cocouring on or after 711472000, mutipl-
erz ara thraa times tha banafit if lacking tha
physical capecity to raturn to pravicus Type of
work or & mutiplior of two f workar cosses 1o
cam tha samc waga. Haaring loss for datas on
or after 12/12/845 raquire at laxst a finding of E%
furectional mparmant |AKA Guidal in order to
k< fourd 1o be compersabla.

BEB. Louisisns — Schadule applias to ampuia-
ticn or disabifity graster than 26% . Supplamantal
wamings banefis squal BE5% of the diflerarca
Estwaer AW (4 weoks prior 1o injuryl and
pestirjury camirgs subjoct to tha madmum
camad whila dissblad. Supplemantal aarnings
Eeraiits are svolakbls to those who sam lass
than 90% of pre-injury wages; maximurm E20
wecks; coasa 2 yoars after tarmination of TT
dizability lurless paid for 12 consaoutive weeks
during that tima) or ypen retiremant or receipt
of Socisl Security retrament banefits.

B8. Louisisrs — Arme200 weoeks; hand —
1560 waaks; thumnb — 50 weeks; frst finger —
0 weaks; zecond firger — 20 weaks; third
finger — 20 weeks; fourth fingar — 20 wesks;
lag — 176 wealks; one aye — W0 wacks; ore
gar — Jwesks; two aars — 100 wegks,

E2. Michigan —'Wage-lszs bensfits peyabla
fir lia.

B4. Michigan — Hearing loss compersabla
bazad on lost samirgs.

E3. Oklshomas — For injunies coourning on o
sfter 1/1/02, f tha shouler or hip B imedlvad,
tha dizability is considaned 1o ba to tha bedy e
& whels, 132,000 Maximum PPD berefit is
SIE4.00, E0% of tha SAMN sffacties 1171702-
103N AE ard shallba paid to the ampleyae for
tha pedicd inthe schaduka.

0. Taxas — Fer inpunas ccocuring on or atier
11191, thers iz ro schedule of bereditz. Partil
permarent bancfits arc paid acoarding to tha

dagrea of mpaimert and the less of samings.

E1. Figuraz could not ks corfirmed st the tims
of publication; informaticn takan from the 2004
Ansdyzs,

EZ. District of Columbia — Figuras represent
o 25% reduction of the statad pancd of weaks
liztad in the ft for injuries cocuming on or sfter
41533,

B2, Entish Columbia — Parceniages ara ap-
plied 1o 90% of net averags monthly sarnings
with tha rasuling amount payablc merthly unti
ratiramant aga and adjusted Jaruary 1 aach year
by the Comsumsr Prica Indax. Additional parcent-
ages may spply for bilstaral impaiment and aga
adaptshiiy.

Ed. Hewai — Figura raprazams banafit for
the less of vision. For the loss of an eye by
enucleation, beraft & 893,520,

EE. lincis — Figura reflacts amaount under
the Workers' Compansation Act, 50 waaks maxi
rmum. Under tha Workers' Occupatioral Diseasas
Bct; SEE,TIT0D, WO weacks maximum.

EE. British Columbis — 0 5% with additional
and 0.5% with matatarsal, howsver linle toe with
mgkstarzal is 2%,

ET Manitcka — A dual sward systern of come
perisating injurad workors was adopricd in 18692
Uinder this systern, separata saards or banefies
ars paid 1o workars for parmanent impasiment
and less of aarnings. The first ling shows the de-
prac of impaimment. The second ing shows the
leval of tha impaimnent sevard. The kevel of the im-
paimant sward iz based on & 2005 sccidant date
and 2 45 yosrck workar,

EE. Indians — Figurce roflect rarga from Bth
to 2rd toa basad on degres calculstions.

ED. Mezzadhsetts — Guidalings crring
at hitp:ihasns. state. ma.usdis'othfarms!
Ihguidaliras Fim.

0. California — 37526 vo 531,900 LAMA
guides rdicets standard rating of 10-28% WPI
for lcss of an ayel

Source: Excerpted from Analysis of Workers’ Compensation Laws 2005, prepared and published by the U.S. Chamber of
Commerce. The full report may be ordered at (800) 638-6582. Reprinted with permission.
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APPENDIX F. MANAGEMENT'S COMMENTS

”g Denartmgnf ﬂf lahnr Assistant Secretary for
- LiTPIoYINST Blandaids

Washington, D.C. 20210

0CT 13 200

MEMORANDUM FOR KIM H. STROUD
Director, Audit Reporting_
United States Postal Scy&)'é
AL

W, K T

FROM: VICTORIA A. LIPNIC

SUBJECT: Draft Audit Report— Office of Workers” Compensation
Programs’ Schedule Award Payments to Postal Service
Employees in the Pacific Area—Report 1
(Report Number [IM-AR-05-DRAFT)

This responds to your August 31, 2005 request to review and comment on the draft audit
report entitled Office of Workers’ Compensation Programs’ Schedule Award Payments to
Postal Sevvice Employees in the Pacific Area. We have reviewed the report with its
findings and recommendations and offer the following comments.

The audit presents an inflated crror rate. The audit states that 44 ¢laims reviewed
contained overpayments. However, a sampling of these cases indicates that in 40 of the
cascs cited, the differences noted are the result of the proper application of Cost-of-
Living-Adjustments (COLAs) rather than improper payments. COLAs were properly
paid in all cases reviewed. In addition, the audit notes that 40 of the reviewed cases
contained underpayments. Again, a sampling of these cases indicates that in 35 of these
cases, the payments made were correct, but the auditors miscalculated the COLAs.
Excluding the 75 cases mistakenly cited as errors results in an actual error rate for this
sample of 5.7 percent, not 53 percent. In terms of total dollar amount authorized for the
sampled payments, this represents less than 4 percent in over- and undercharges of the
total amount paid. The discrepancy in error rates is further exacerbated since the audit
uses the percentage of errors to project out “funds put to better use.”

In addition, the audit team reviewed a percentage of employees who received schedule
award paymenis during the Chargeback (CB) Year. However, the report does not specify
how these employees were identified, The team then examined all aspects of the
payments back to their inception, which in many cases were outside of the CB year. It
seems that the audit team looked at the work for more than one year and compared those
findings to the payments of only one CB year. Such a skewed universe would give an
artificially high error rate.
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In the 31d paragraph on page 7 and 1n the first paragraph on page 9, reference 1s made to
the Deputy Director of OWCEP; the title of the individual in question is Deputy Director
of DFEC.

On page 10, next to the last paragraph, it should be noted that even though a polential
overpayment is identified, the claimant 1s entitled to due process. Once the process is
complete, any monies received from the claimant are credited to the agency upon receipt
by OWCP. Similarly, underpayments are not charged to the agency until payment is
actually made by OWCP.

Recommendations

The report derives seven recommendations for ESA from its analysis of the sampled
schedule award payments.

Recommendation |: Program the Integrated Federal Employees’ Compensation System
as soon as possible to automatically reject periodic payments when the lump-sum
payment option has been selected.

ESA Management's Response: OWCP agrees with this recommendation. The first step,
developing program specifications to modify the Integrated Federal Employees’
Compensation System to automatically stop periodic compensation payments when a
tump sum schedule award is processed, has been prepared. It is anticipated that the
system modification will be implemented during 2006. However, it should be noted that
the Administration’s FECA reform bill would change the law on this point, such that
claimants will be allowed to receive both the lump sum schedule award and continuing
wage loss during the same period.

Recommendation 2: Reexamine schedule award case files from chargeback year 2003 to
date to ensure that periodic payments have been deleted for claimants (Postal Service
employees) who selected the lump-sum payment option.

ESA Management’s Response: All cases on the Periodic Roll are reviewed annually as
part of the periodic roll management project including Postal Service cases where the
claimant has elected the lump-sum payment option. Such a review should discover cases
for which a lump sum has been paid but periodic payments continue for the same period.
Of the four actual overpayments in this sample, two had already been discovered prior (o
the OIG review. Given the relatively small error rate, OWCP belicves that the
expenditurc of resources to further analyze all schedule awards since 2003 would not be
cost effective.

Recommendation 3: Program the Integrated Federal Employees’ Compensation System
to allow the claims verifier and senior claims examiner to confirm the accuracy of the
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information input on the automated DOL Form CA-203, Automated Compensation
Payment System Schedule Award Payment—510-09, by the claims examiner.

ESA Management’s Response: That capability currently exists and is already utilized.

Recommendation 4: Program the Integrated Federal Employees’ Compensation System
to automatically remind clainis examincers to pay the remaining balance of a schedule -
award al the recurrent pay rate when an award 1s interrupted to pay temporary total
disability.

ESA Management’s Response: The payment ol a recurrent pay rate is a determination
that must be made by a claims examiner {(and verified by a different journey level claims
examiner). Just because a schedule award is inlerrupted by an intervening period of total
temporary disability, docs not guarantee that a recurrent pay rate is applicable. Such a
determination must be made on a case-by-case basis. In addition, there is no coding
structure that differenbates disability benefits being paid during an interrupted schedule
award from those paid in general or even following completion of a schedule. These
cases are rare and implementation of this recommendation would involve a complex
system enhancement that may not be cost effective. Again, the Administration’s FECA
reform bill will change the law on this paint, such that claimants will be allowed to
receive both the lump sum schedule award and continuing wage loss during the same
period.

Recommendation 5: That until the Iategrated Federal Employees’ Compensation System
is programmed for verification of accurate information on the DOL Form CA-203,
Automated Compensation Payment System Schedule Award Payment— 510-09, the
verifier and senior claims examiner be directed to use a computerized spreadsheet (such
as Microsoft Excel 24) to confirm the accuracy of the information on the DOL Form CA.
203. :

ESA Management’s Response: As stated in the response to recommendation 3, that
capability currently exists and is already utilized.

Recommendations 6: Reexamine schedule award case files from chargeback year 2003
to date to verify that award calculalions are accurate, and ensure that claimants (Postal
Service employees whose case files are managed in the San Francisco District) are paid at
the correct weekly pay rate.

ESA Management’s Response: Action to resolve this recommendation would be
prematurc considering the actual percentage of improperly paid claims as well as the
methodology concerns in the audit that are noted above. The amount of work required to
resolve this recommendation does not seem to be warranted considering the percentage of
under- and overcharges actually discovered during the audit. However, DFEC will
conduct an internal review on a pilot basis during 2006 to further assess the extent of
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problems with schedule award payment accuracy. 1f warranted, the pilot resuits will also
be used to create a specific schedule award element to add to the accountability review
cycle for 2006 to help correct any problem in the future.

Recommendation 7: Reexamine schedule award case files from chargeback year 2003 to
date to verify, for those claimants (Postal Service employees whose case files are
managed in the San Francisco District) whose awards were interrupted, that the
remaining balance of the schedule award is paid al the correct pay rate.

ESA Manapgement’s Response: The response is the same as our response to
recommendation 6 above. Because there is no coding structure that differentiates
disability benefits being paid during an mierrupied schedule award from those paid in
general or even following completion of a schedule, there is no efficient way of
identifying the small number of cases in question.

This concludes our comments. We appreciate the cooperation and courtesies that were
afforded to our field and headquarters’ managers and staffs by the audit team. We thank
you for the opportunity to comment. If you have any questions, please contact Rose
Broadwater of my staff at (202) 693-0285.
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