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After completing this training, you will be able to:

Define Workers' Compensation Fraud 

Understand why identifying potential fraud is important 

Recognize your responsibilities in identifying and 
determining potential WC fraud 

Identify fraud prevention efforts 

Recognize red flag indicators of potential fraud 

List the steps to evaluate cases for potential fraud 

Understand how to refer cases for fraud investigation



The Federal Workers' Compensation Program is an 
essential employee benefit. It entitles those 
employees who are injured on the job to 
compensation and medical benefits while they 
recover from an on-the-job injury or illness.

Office of Inspector General (OIG) efforts in the 
Workers' Compensation Program (WCP) area indicate 
that only 3-4% of claimants commit program fraud; 
however, the cost of this fraud to the administration 
can be significant.





Several statutory provisions make it a crime to file a 
false or fraudulent claim or statement with the 
Federal Government in connection with a claim under 
the FECA, or to wrongfully impede a FECA claim.

Enforcement of the provisions that may apply to 
claims under the FECA is within the jurisdiction of 
the Department of Justice.

Generally, the penalties result in either a monetary 
fine to the individual (not the agency) and/or jail 
time.



These resources may be useful in identifying 
and evaluating a Workers' Compensation case 
for suspected fraud.
18 U.S.C. 205, Activities of officers and employees in claims against 
and other matters affecting the Government
18 U.S.C. 287, False, Fictitious or Fraudulent Claims
18 U.S.C. 1001, Fraud and False Statements, Statements of Entries 
Generally
18 U.S.C. 1920, False Statement or Fraud to Obtain Federal 
Employees' Compensation
18 U.S.C. 1922, False or Withheld Report Concerning Federal 
Employees' Compensation
31 U.S.C. 3729-3733, False Claims Act
31 U.S.C 3801-3812, Program Fraud Civil Remedies Act of 1986





Fraud is an intentional deceptive act, or series of 
acts, committed by an individual with the intent to 
gain benefits that would not normally be provided 
under FECA. 

Fraud occurs when employees deliberately apply for 
FECA benefits that they are not entitled to receive 
such as:

Applying for and receiving compensation benefits due to 
being totally disabled from work while being self-employed 
doing handy work for others and not claiming the income 
or the ability to work. 

Claiming an adult child who lives in the home as a 
dependent which allows them to get a higher 
compensation rate of 75%. DOL only allows minor children 
to be claimed as a dependent unless enrolled full-time in 
school or disabled where they cannot care for themselves.





• Inform supervisors, managers and 
employees of their obligations under FECA

• Identify and report all suspected fraudulent 
activity

• Evaluate initial claims for potential fraud
• Monitor all cases for potential fraud and 

abuse
• Gather information to support referral
• Refer cases to OIG for further investigation
• Track status and results of referred cases





The employing agency has an obligation to 
prevent fraud and abuse by: 

Notifying the injured employees of their rights and 
obligations under FECA 

Ensuring that appropriate agency personnel such as 
supervisors understand their responsibilities under 
FECA. 

Controverting and disputing questionable claims 

Assisting employees with returning to work as soon 
as possible by providing light or modified work 
duties 

Identifying dual benefits and refer to appropriate 
agency 

Monitoring the medical status of injured employees 

Authorizing and tracking COP appropriately





Fraud "Red Flag" indicators may be used to 
identify potential program fraud and claims that 
require additional scrutiny. 

The red flag indicators are not always present 
in every case. 

The indicators may assist with determining 
whether to make a referral of cases where 
there might be fraud or abuse of the FECA.



Claimant lives out of state or has a post office box 
address 

Diagnosis is inconsistent with treatment 

Employee fails to report the injury in a timely manner 

Employees that are about to be terminated or have an 
adverse personnel action 

Evidence of deceased claimant and continued 
compensation 

High compensation costs with little or no medical costs 

History of personal injury, multiple WCP claims, and 
reporting subjective injuries 

Medical bills and/or reports are inconsistent 



Minor injuries resulting in long-term disability 

Outside physical activities not consistent with medical 
restrictions 

Previously denied leave or leave abuse issues 

Temporary or seasonal work about to end 

Tips from facility employees or other sources such as 
local media or social networking 

Treating physician with questionable billing, long term 
disability claims and multiple claims 

Outside employment 

Unwitnessed accident and/or conflicting stories 
surrounding the injury





The VHA National WCP Office has developed the 
Characteristics for Potential Fraud Checklist. It is used 
to streamline fraud evaluation efforts by WC personnel.

The checklist items are compiled from the VA OIG 
report and make the process of identifying potential 
characteristics more efficient.

Once the checklist has been completed, it should be 
reviewed by higher levels to determine if an 
investigation is necessary. 



• Complete for each new case at claim initiation

• Review periodically throughout the life of WC case

• SHOULD NOT be included as part of the WC case file

• 3 or more items checked, may warrant referral to OIG 
for investigation







Employees, customers, supervisors, managers, or 
visitors may provide tips; however, the evaluation of 
WC cases for potential fraud should be a confidential 
process and limited to only WC personnel.

Some facilities have the use of an independent 
investigator to gather additional evidence.

WC personnel should consult with their supervisor to 
determine whether a confidential referral to the 
investigator is appropriate.

When this occurs, WC personnel indicate referral to 
the independent investigator on the checklist.





1.Consult with Agency management

2.Contact local OIG , when appropriate

3.Complete referral package with all 
available evidence or documentation





The investigation of WC cases involving 
possible fraud is the responsibility of the OIG.

The objective of the OIG is to assist WCP 
staff in reducing compensation costs 
resulting from fraudulent claims. 

They also assist in gathering information 
leading to the removal of dishonest 
employees and medical providers from the 
Workers' Compensation Program.





WCP Office should track referrals and whether 
OIG accepted the case for investigation.

Cases accepted should be tracked to 
resolution.

WC staff should make sure that any 
information about convictions are forwarded to 
OWCP for their follow-up action. OWCP will 
change the case status and benefits as 
needed.





Employees who are found guilty of fraud have all WC 
benefits terminated and depending on the fraud, may 
be removed from their Federal employment and face 
criminal prosecution.

Medical providers who are found guilty are put on the 
"Unauthorized providers list" and cannot be a Workers' 
Compensation provider. In some cases, they can have 
their license revoked.





A Nursing Assistant suffers a back injury and is placed 
off work. She returns to work but can only do minimal 
activity – no pushing, pulling, bending, no lifting over 
10 pounds – and can only work 4 hours per day due 
to the severity of her injury. She needs to go home 
and rest in the afternoons.

Tips were provided from her co-workers that she was 
running a liquor store in the city. She goes to work at 
the store every afternoon after she left her federal 
position.

Online research of public records showed the business 
was in her name as the sole proprietor and the liquor 
license was also in her name as the owner.





Complete the OIG Fraud Checklist

Refer to an independent investigator 

Consult with Supervisor

Prepare a referral package to OIG

Document possible fraud using the red flag 
indicators







Claimant was:

• Convicted of WC Fraud
• Sentenced to five years of 

probation, with the first six months 
on home detention

• Ordered to pay $14,524 in 
restitution








