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Thank you for the opportunity to provide this Subcommittee with a Statement for the
record on the topic of deceptive solicitations. | want to highlight the Office of the
Inspector General’s (OIG) efforts to fight misleading Social Security-related solicitations,
and the need for additional legidative toolsin this area, specifically, the passage of S.335,
the “Decepive Mail Prevertion ard Enforcenert Act.”

Companies Who Offer Social Security Number " Services'

Secuiing a rew or replacenernt Social Secuity card from the Social Secuiity
Administration (SSA) is fast, simple, ard free. On awerage,the papework takes kss tan
10 minutes b complete. Ninety six percert of new patents secue a Scial Secuiity
number (SSN) for their newborns right in the hosptal by conserting to anelectronic
trarsfer of information from their State's Depatment of Vital Recads © the SSA.

Unfortunately, we have idertified conpanes that have managed b exploit ard profit off
this straightforward, free sevice dfered by SSA. These conparies have desgned
decepive SSN-related mailingsthat give the false impression of gpproval, endorsement, or
authorization from the SSA. They aso time their malingsto arrive when individuds are
most susceptible to their mideading contents. For example, these company malings
frequently target new brides around heir wedding dde, by offering name change
“services.” Addtionaly, these malingstarget new paents shortly after the birth of a child
ard offer newborn SSN “services, eventhougha SSN applcation has nost likely been
accanplished in the hosptal. These sbcitations frequerly misuse he terms “Social
Secuity” or “Socia Secuity Administration” to creak the false impresson of official
Government sanction or appioval. Mearwhile, the canparies charge up b $16 br this
aleged ‘SSN-assstarce sevice.”

OI G Effortsto Combat Misleading Mailings

The SSA/OIG has dedcated sgnificart resources b striking back agaist suchdecepive
SSA-related malings We monitor and track dl allegations of decepive mailings We
immediately notify companies about possible violations of section 1140 d the Saial
Security Act -- the satute that provides for the imposition of civil monetary penalties
aganst violators. In the nmgjority of caseswe acleve voluntary compliance. We also
work jointly with other Federal law erforcenert agermies,suchas te US. Postal
Inspecion Service aml the Depatment of Jusice,as wellas $ate Attorney Gereras, to
advance governmentwide stategies agaist suchdecepitve pracices. These cordinated
efforts have beenhighly effective in fighting cansumer fraud. Nonetheless,there rave
beenon occason, comparies that refuse b immediately cease ath desst from such
decepive practices.



Civil Case Example

The Federal Record Services Corporation (FRSC) was the subject of four separate State
actions due to its deceptive SSA-related advertisements. In February, we initiated a civil
monetary penalty proceeding against FRSC under the Social Security Act. Shortly
thereafter, the Department of Justice moved for a preliminary injunction, which sought
nationwide Elief from FRSC’s decepive practices.

FRSC is in the budness of assisting individuds in fillin g out Social Security Form SS-5,
the form used o appy for a Scial Secuity number cad or to charge ae’s rame on the
cad. The campary serls drectmail sdicitations to consumers that appeareither to be
from, or erdorsed ly, the SSA. Unsuspedng cansumers thenforward semsitive pesonal
information alout thenmseles b this compary. The sevice, in its ertirety, consists of
copying this personal information onto SSA Form SS-5. For this clerical sewice, the
compary chargesconsumers $15. FRSC direct mails over 2 millio n solicitations each
year, ard over 90000 pele use the canpary’s service amualy. Gross revenuesfor the
company’s service top $15 million pe year.

OnMay 21, a Federd Judge n the Sauthern District of New Yark took a hig gep bwards
erding this compary’s decepte pracices. At the requestof Mary Jo White, U.S.
Attorney for the Saithern District of New Yark, U.S. District Judge Brbara S.Jones
granted a preliminary injunction aganst FRSC. Under the terms of the preliminary
injunction, the canpary’'s asset have beenfrozenard its nail has keendetined pening
the autcome o OIG’s civil monetary perdlty proceedngs Judge dnes also erjoined
FRSC from sending solicitations without disclosing:

= inprominert bold typeface,on the initial sdicitation page that its mailings are not
appoved, erdorsed, or authorized ly SSA;

* in malings concerning registration of newborn children with the SSA, that registration
of the rewborn chld with SSA has likely occured areadyby the hospial where the
child was born;

e that there is no charge © obtain anSSN from SSA; ard

e that the form to obtain anSSN or a revised cad is available for free atarny SSA office
or by calling SSA’s toll- free 800 rumber.

Further litigation is pending in this case.



Criminal Case Example

Deceptive SSA-related mailings occasionaly rise to the level of criminality. In September
1998, our office investigated Anthony David Williams (Williams) who ran a nationwide
scam that targeted the elderly of our country.

Williams, a.k.a. Donad Jenkins, contacted SSA beneficiaries by telephone and through the
U.S. mails aleging to be a SSA employee. Williams sent correspondence to these
individuak beatng the wards “Social Secuiity Administration” ard the dficial SSA seal
Williams advised these beneficiaries that they had been gpproved to receve anaddtional
SSA benefit check,ard that in orderto initiate the dslursenent of the check, they would
have to paya piocesing fee hat ranging from $9 © $99. In some cags Williamswould
requestbanking information from the keneficianes. After receving the requesed
information, Williams created bank drafts whereby he withdrew additional sumsdirectly
from their checking accaurts.

In other related frauduért schemes, Williamswould contact individuds by mal and
telephone to inform themthey were pat of a gioup that could paticipate in pooled bttery
winnings upan payment of a processing fee. When individuds responded to Williams
solicitations by maling him checks, Williamswould create fictitious authorization forms.
With sgnature and related information from the victim's checks, Williamswould creste
bank drafts, withdrawing suns of money directly from their checking accants.

On Decenter 24, 1998, Williams appeared in the United States District Court, Phoenix,
Arizona lefore United SatesDistrict Judge Erl H. Carroll. Williams agreed to waive
indictment ard plkeaded guiy to a ane caunt information charging him with a violation of
Title 18 USC. § 1341 ,Mall Fraud. The information charged Williams with devising
telemarketing schemes to defaud SSAbeneficianes, aswel asother fraudukrt lottery
schemes usng the U.S. malls, for aloss to the victims of gpproximately $1.3 million.

Potential L egidative Remedies

No legidation can prevent the type of outrageous criminal activity demonstrated in the
Wiliams case. However, S. 335 piovidesa canmon sense appoachto adwance he fight
aganst the more typical scenario — the maling of decepive sdicitations by “SSN-
assstarce” canparies. We feelthat consumers ae enitled © important information
alout the free rature of SSA's sewices. Spectficaly, that a Scial Secuiity cad, ard
assstarce n secuimg suchcamd, is provided fee d charge. Thus,we stongly erdorse
section 2 of S.335, which would require notification by “SSN-assistarce” canparnies that
an SSN canbe obtained wthout caost from SSA.

Agan, | would like o thark the Subcommittee br alowing me the gppartunity to addess
this problem that impact on hundreds d thousamls d Americars eachyear.



