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The attach ed finalre portpresents te resulls ofour auditoft e Socia ISe cunty
Administration3 1996 O\ertime SettImentChims underth e Fair Labor Standards
Act(A-13-97-92016). The obpctine oftte rensew was to determine whetterte
reimbursementofosertime chims by te SociallSe curity Adm inistration (SSA), as
aresukofa 1996 Fair Labor Standards ActsettIment, w as accurat ¥ cakuhtd
and © \enfy documentation used t supporth ours worked. Additonal}, we
wantd o dettmine whetter SSAhadimpImentd te settImentin accordance
wit re Inantdecisions oft e Fede rallLabor Re htions Aut orty and it arbitrators.

You may wish to commenton any furth er action taken or contt mp ke d on our
conc lisions. IFfyou ch oose to ofer conments, plase promde your comments
witin t e next60 days. Iyou wish t discuss t e finalreport, plase calime or
have your staffcontact Pame kh J. Gardiner, Assistant Inspe ctor Ge ne raHor Audit,
at(410)9 65-9 700.
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OBJECTIME

The obpctine oftis rexiew entitld, “The SocialSe curity Adm inistration 3 1996 O\ertime
SettImentChims underth e Fair Labor Standards Act®”(A-13-9 7-92016), was to determine wheter
te reimbursementofovertime chims by te SociallSecurity Adm inistration (SSA) as aresu kofa
199 6 Fair Labor Standards Act (A SA)settIment, w as accurat ¥ caku btd and 0 \erify

docum e ntation used to supporth ours w orked. Additonal}, we wantd to detmine whet er SSA
had impImentd the settimentin accordance w it re Inantdecisions oft e FderallLabor Re ktions
Aut ority (HRA)and its arbitrators. We conducted tis revew in response 1 an a Bgation
conceming t e propriety of hrge retroactine o\ertime payments being made t em p byees.

BACKGROUND

h December 19 87 and January 19 88, tie American Federation ofGove mmentEm p byees (AFGE)
filld grievances on beh alFFofcertain SSA em pbyees, protesting SSA 3 determ ination t att ese
empbyees were “administratine >emp byees underti e HSA and t erefore exemptfrom co\erage
undertie onertime prousions in te HLSA. Aferdeniallofte grienances in Marar 1989, AFGE
imok ed arbittation. I

1 The AFGE, AR-CD is tie certificd excBsi\e rprsentative ofa nationw ide conso Hatd unitof
emp byees appropriat for coMctine bargaining att e SSA.
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aseries ofdecisions by tw o arbitrators forth e HRA, as we Bas HHRA, AFGE pre\aild w it regard
o mostempbyee positions atissue, and dam ages were aw arded t 1 ose em p byees.?

SSA initialf paid dam ages to afected em p byees under ti e \arious decisions rendered ;i ow e\er,
AFGE obpctd to e met ods used by SSA t caku ke damages. The FARA fild an unfair kbor
practice proceeding under

5 United States Code 88 7116(a)1)and (8)againstSSA in February 1994, c himing SSA faild o
obey te decisions rendered in tis mater. I

Noxember1995, an adm inistratine Bw judge (ALJ) forth e HRA issued a decision in faxor oFAFGE
(Socia ISe curity Adm inistration, Responde nt, and AFGE, Ch arging Party, Case Nos. W A-CA-40267
and W A-CA-40268, Nowv 22, 1995 [t e Amigo decision]). ALJ Arnigo ordered SSA to amend

dam ages cakuktions and  take certain steps to reach more former SSA emp byees who may h a\e
been entithd to dam ages. SSA filld exceptions to t e Arrigo decision.

The parties determined © at SSA w ou Bl continue t pay outdam ages pending t e outcome ofte
appealfrom te Arrigo decision. hh Nonember 1996, the parties entred into asettIment
agreementwhereby SSA woull pay dam ages to certain emp byees atSSA H eadquarters, using t e
“f..same paymentmet odobgy used o complk wit te arbitration aw ards in Segall, I, and I
and Vaugh n land IL”” The parties agreed, howe\er, tat“?. . tese paymentamounts sh allbe
subpctto m odification © conform ©© te finalirksuk oft e pending unfair kbor practice Migation
in Cases WA-CA-40267 and W A-CA-40268,”%exceptfort e issue of

2 Arbitrator i enry L. Segallissued t ree opinions in tiis mater: “SegallF”— o Bing t at C him s

Auti orizers and Chims Exam iners were nonexemptundert e FL.SA (May 3, 1991)3 “SegallF"—
setting fortt remedies (October 28, 199 2);and “SegalllF”—de t m ining ASA status ofa \ariety of
ot er pb positions (August1l, 1993) The FLRA uphe B Segalland Il o Bbw ing e xce ptions filld by
SSA. U.S. Departmentofi ealh andH uman Se njces, Socia ISe curity Adm inis tration,

Ballim ore, Mary hnd and Am e rican Fede ration of Gone mm entEm p byees, 44 HRA 773

(Aprill4, 1992); U.S. Departmentofi ealh and H um an Se naices, Socia ISe curity Adm inis tration,
Ballim ore, Mary hnd and Am e ican Fede ration of Gone mm entEm p byees, 47 HRA 819

(June 9,1993) Folbwing te rtirmentofArbitrator Segall t e status ofFCom putr Speciakbts
(Systems Analkst)was he B nonexemptundert e ALSA by Arbitrator M. Davd Vaugh n. U.S.
Departmenti ealh and H um an Se nces, Socia ISe curity Adm inis tration, Ba llim ore, M ary hnd, Case
No. BW -89 -R-0044, Grienance Nos. CG-UM G-88-01, FO-UMG-87-10 (“Naugh n F) The status of
oter SSA emphbyee positions undertie HSA were resolled by settimentoft e parties and
approned by Arbitrator \Vaugh n by consentordersigned March 25, 199 6.
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“6ufRred orpemitied>’o\ertime.® h December 199 6, an ARA arbitrator
approned te settIment&ms in a consentorder. SSA began dam ages payoutin March 199 7 and
t ose payouts continue.

SSA 3 Office offl uman Resources (O R)w as responsib I for ide ntifying a Bcunentand past
empbyees e lgib 1 for payments and for caku lkting t ¢ am ountofpayment due undert e
settiment OH R used te H uman Resources Manageme nt Inform ation Systm to identify all

h eadquarte rs nonsupe nasory com putr anaksts from 1982 o e present A com putrtape w as
creatd by SSA identifying a lk Igib 1 personne Bby nam e, Socia BSe curity num be r (SSN), and ye ars
co\ered by tie em pbyee 3 cunentbargaining position description. The tape was matched wit te
Departmentofi ealh and # um an Sendces (DH # S)payro Biecords” to ide ntify tie num ber of
overtime hours worked by each empbyee. DHH Shas maintained a fil ofallSSA empbyees who
have worked o\ertime since 19 82.

During e match process, te DHH S payrolkystm com putd back pay, Buidatd dam ages, and
inkerestby pay period foreach year conered by te empbyee I cunentposition description. Each
coneredemphbyee was to receine te diference between e o\ertime com pensation heAhe
origina® receined and whatheAhe shoulBlhave receined under tt e ALSA decision. The outputof
te matth produced an SSA HSA back pay rportforeach e lgibl SSA H eadquarters em p byee
sh ow ing gross paym entam ount for back pay, Buidatd damages, andbrintrest A com posit
check tape computr Btingwas generatd from e match showing te actuallpaymentam ounts
(gross Bss witih oBing taxes)by SSN, name, timekeepernum ber, do lhr am ounts paid, and bank
accountnumber. There were 3,368 payment inital issued totabhg $B ,405,620.

SCOFE

This auditw as performed in accordance w it generalf acceptd gove mmentauditing standards.
We rediewed the met odobgy empbyed by SSA toensure its conplance wit te tms ofte
1996 Settlment We performed our rexJew atSSA K eadquarters in Balimore, Mary hknd. Fe B
work was conductd from June t rough November 1997 and inc lided:

inte new ing personne lw it in te O R3 Personne IManageme nt Inform ation Systms and
Payro B and t e Office ofLabor-Manageme ntand Em pbyee Re htions Staffto understand t e
process used t accum ulkt and cakEu bt payment, as we las to obtain docum e ntation
rrgarding t e Rigation 3

ide ntifying docum e ntation anai kb 1 t supportti e caku ktion used 3

3 The Segalll opinion stated 1 atempbyees may reconer “Sufered and pem ited””o\ertim e, 1 atis,
certain o\ertime notaleady documentd in SSA time and ate ndance records, o te extent
empbyees properk coull prone such o\ertime was worked. The parties tereafter agreed toa Imp
sum settimentfor “Sufred orpem itied”’o\ertime, resuling in a paymentof$l31.30  each
empbyee, whill affording empbyees t e opportunity o prone “Suflered and perm itled”’0\e rtim e
abowe t atamount The Amigo decisionhe Bt atte Bmpsum settimentvohktd te carkr
orders entred in tis mater.

“DHH S willcontinue 1 prepare payro Bapes for SSA untilMarch 199 8.
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exam ining systms outputidentifying e lgibl SSA H eadquarers em p byees, gross am ounts for
back pay, Buidatd damages, andorintrst;

tsting t e accuracy oft e cakubtions used in com puting em p byees “back pay zand

revew ing unfair kbor practice Migation 1 inc bide grienances, opinions, arbitrator de cisions, and
settIimentagrement regarding te FHLSA o\ertime settBmentof1996 between SSA and
AFGE.

RESULTS O FREVVEW

Ih £sting t e accuracy oft e cakubtions used in com puting em p byees “back pay, we found t at
such cakubktions were conmect Howeer,we were unabll o \erify docum entation used to support
hours worked as shown on te computrgeneratd paymentsystms outputbecause SSA does not
m aintain time and atte ndance records pastt e required retntion period of3 years. I addition, we
were unabll o detemine te basis forthe com putation oft e negotiattd Emp sum settImentof
$31.30 paid o each empbyee for “Sufered orpem itied”’o\ertime as exp hined in footnot 3 of
tis rrport We do note, howe\er, ttatempbyees were ginen t e opportunity o disput te
payment, and receive higheramount iftey coull pronde prooft att eir dam ages exceeded
$31.30.

Ih addition, SSA reduced o\ertime back paymentaw ards by 50 percentfort ose em pbyees who
earned onertime during te period December 16, 1981 t rough Augustl, 1987. This reduction
was made based on a directine issued by e Office of R rsonne IManagement(OPM)w hich stated
t atpaid time offduring a w ork period (forh o Hay, annualla\e, sick Bawe, or any excused
absence w it pay)coull notcounttow ard h ours w orked for purposes ofcaku bhting o\ertime under
te FHSA. Howe\er, rat ertt an using e xisting payro lre cords to deductpaid Bave from hours
worked for purposes ofcakulhting o\ertime back pay aw ards, SSA simp ¥ reduced o\ertime back
pay by 50 percentfor allemp byees.
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The Amigo decision he B t©t at SSA im properk reduced o\ertime payments by

50 percentand, citing Laneh art\v H omerand Acton v U.S..°>he B t atno reduction sh ou B h a\e
wenphce fortte affected empbyees between

December 1981 and Augustl, 1987. Moro\er, te Arrgo decision criticized

SSA for notdi e ntk trying © bcat and notify rtirrd personne Bdue payments under t is
agreementand ordered SSA 1 enh ance its e florts.

SSA appealld tte Arigo decision based on t eir contention t att ey properk re Ed on OPM

regu Rtions in detemining &t e amountoft e back pay due forovertime worked. Whill & atappeal
was pending, in e 1996 SettImentt e parties agreed t continue making payment using te
same met odobgy used o complwit te earkrorders entered in tis Migation. On December
23,1997, e HRA issued a finalde cision sustaining AFGE 3 position as setoutin t e Amigo
decision.

CONCLUSDN

Abhough te cakbubtions we testtd were accurat, we were notabll © rexiew docum entation to
supporth ours worked because required docum entation re t ntion periods h ad expired. Conce ming
caku ktions of“dam age >”aw ards, we hawe justrceined notification &t att e FLRA h as sustained
t e union 3 position wherein itcontesttd SSA 3 paymentmet odo bgy as being inconsistntw it
t e arbitration aw ards. We were informed atourexitconfrence t atSSA wilimake no furter
appeall. According¥, we have requestd t at SSA provde docum e ntation supporting t e

caku ktions ofpayments to be made as aresukofte

December23, 1997 decision in ordert ensure t att e calkuktion ofsuch payments is accurat .

Davd C. Willm s

5 In Laneh art\v H omer, 818 Red. Cir. 1574 (Fed. Cir. 1987) tie U.S. CourtofAppeal forti e
FederalCircuitconc lided t ath ours w orked for purposes ofcakulkting onertime undert e FLSA
mustinc bde alpaid Baxe. A b ough SSA reduced onertime in re lance on O PM regu ktions on§ for
hours worked priorto t e Laneh artdecision, in Acton v U.S., 932 F2d 1464 (FRd. Cir. 1991) te
FederalCircuithe Bl t att e properstatut of Inhitations for one rtime back pay aw ards undert e
FSA was 6 years, notw itt standing any appkabll O PV directines in force priorto tie Laneh art
decision.




Page 8 - Kennett S. Apk 1



APPEND ICES



APPEND IX A

MAJOR REFPORT CONTRBUTORS

Office oftie Ihspector General

Scott Patke rson, Dire ctor, Exallations and Te ch nica ISe njce s
CarIM ark ow iz, AuditManage r
St Weall Auditor

1.

A-1



