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The Office of Inspector General (OIG) is an independent agency within the U.S. Department of Labor (DOL). Created by the Inspector General Act of 1978, the OIG is responsible for conducting audits, investigations, and evaluations of DOL programs and operations; identifying actual and potential problems or abuses; developing and making recommendations for corrective action; and informing the Secretary and the Congress of problems or concerns. The OIG is also responsible for carrying out a criminal investigations program to eliminate the influence of organized crime and labor racketeering on employee benefit plans, labor-management relations, and internal union affairs.
Pursuant to the Government Performance and Results Act, the OIG has established five strategic goals to promote the accomplishment of its mission. Achievement of these goals will also support the broader strategic aims of Department by enhancing the integrity, effectiveness, and cost efficiency of DOL programs and operations. The OIG strategic goals are as follows:

	Goal 1
	
Optimize performance and accountability of DOL employment and training programs

	Goal 2
	
 Safeguard and improve worker and retiree  benefit programs

	Goal 3
	





Optimize the performance and accountability of worker protection and workplace safety programs 

	Goal 4
	
Assist DOL in maintaining an effective strategic management process

	Goal 5
	Combat the influence of organized crime and labor racketeering in the workplace


Achievement of OIG strategic goals is measured in terms of how well our work products effect positive change, such as improved program effectiveness; reduce vulnerabilities that make programs susceptible to abuse; produce a positive return on invested resources; and reduce criminal activity in the form of fraud and labor racketeering. Indicators such as the percentage of OIG audit recommendations that are implemented and convictions that result from OIG investigations are effective measures because they reflect the outcome of our work. 

Similarly, the monetary results of OIG investigations, costs questioned by OIG audits, and funds put to better use as the result of OIG work reflect the impact of our efforts. 

In our FY 2003 Performance Plan, the OIG established performance targets for each of its goals, with the view that some reallocation of resources may be required to respond to oversight requests from stakeholders or abuses that come to our attention during the year. Our achievement of those goals is outlined below and detailed in five tables that present targeted and actual performance information from 1998 through FY 2003 for each strategic goal.

	Selected Statistics

                                         (dollars in millions)

	Investigations
	
	Audits

	Monetary Accomplishments
	$108 million
	
	Audit and Evaluations Reports Issued
	103

	Cases Opened
	456
	
	Total Questioned Costs
	$189.9

	Cases Closed
	496
	
	
	

	Cases Referred for Prosecution
	211
	
	Dollars Resolved
	$207.2

	Cases Referred for Administrative/ Civil Action
	139
	
	Allowed
	$11.4

	Indictments
	548
	
	Disallowed
	$195.8

	Convictions
	344
	
	
	


Performance Results

During FY 2003 the OIG  exceeded the total number of audits and evaluations planned for the year by issuing 103 reports. The reports questioned $189.9 million in costs.  Due to the reauthorization of the Workforce Investment Act, a higher percentage of the targeted number of audits was completed under goal one, which was offset by fewer audits completed in goals two and three.  More audits than planned were also completed for goal four because OIG processed a large number of state-wide single audits.  The state-wide audits cover programs associated with all DOL programs and are therefore attributed to goal four. 

OIG has also met most of its targets for working with DOL management to resolve audit recommendations.  The exception to this is the resolution of audit recommendations under goal two.  Specifically, FY 2002 audit recommendations from audits of information security in State Unemployment Insurance programs remain unresolved.  ETA must negotiate resolution with the states, and OIG continues to work with ETA to develop acceptable corrective action plans.  We are also working with ETA to resolve one major audit from FY 2000. 

While the OIG cannot implement audit recommendations, we work with DOL management to promote the implementation of those recommendations.  In several cases, OIG targets for the percent of recommendations we hoped to see in place were not met.  This was true of recommendations related to the Department’s financial statements, IT security audit work, OSHA’s Strategic Partnership Program, and ESA’s enforcement of Veterans Reemployment Rights Program.  In most cases, the Department has developed corrective actions plans related to our recommendations, but has not yet completed planned actions. 

Significantly, the OIG exceeded all FY 2003 targets for achieving concurrence from DOL management on recommendations for monetary savings under  OIG goal four, which concerns  assisting the DOL in maintaining and effective management process.     

Fewer investigations than anticipated were completed under OIG goal two in FY 2003, with the result that the OIG did not attain the total targeted level of investigations planned for the fiscal year.  This was largely due to a reduction in the number of Unemployment Insurance investigations that involve single claimants.  In lieu of traditional single claimant cases, OIG is now investigating higher-impact, multi-state UI fraud schemes involving organized crime groups and with multiple defendants.  Hence, while the number of cases completed is lower, the number of individuals convicted, and monetary returns on investment remain high.  During FY 2003, we achieved a ratio of three persons indicted for every UI case that resulted in indictments, twice the average for the preceding five fiscal years. This more effective approach to combating UI fraud is likely to continue in the coming years. 

Conviction rates for investigative cases that led to indictments exceeded targeted levels for all goals, while the OIG did not meet the targeted level of cases accepted for enforcement action. Indictments, nevertheless, reached a record high of 548 for FY 2003 (since the base year of FY 1998).  Convictions were also high with 344 for the fiscal year.  Significantly, for every dollar spent on investigations, the OIG realized a return of $9.30 in monetary accomplishments. 

The tables below not only document OIG performance data related to each of its strategic goals, but allow for the comparison of this year’s work to past years’ accomplishments. Each table is accompanied by text that describes the type of audit and investigative work represented by the data and its significance to the Department’s mission. 
	A Prepared Work Force 

OIG Goal #1: Optimize performance and accountability of DOL employment and training programs 

	Outcome 1.1
	Improve the effectiveness of programs in increasing long-term employment, earnings, and self sufficiency of, and reducing social payments to, program participants

	Outcome 1.2 
	Improve the integrity of DOL’s training and employment programs. 

	Annual Performance

    Goals/Objectives
	Baseline Data

FY 1998
	FY 1999 
Actual Levels
	FY 2000 
Actual Levels
	FY 2001 Actual Levels
	FY 2002 

Actual Level s
	FY 2003 

Target Level 
	FY 2003
Actual Levels

	Conduct performance, financial and compliance audits of DOL employment, training, and WtW programs
	OIG Audits(27

Single Audits(6


	OIG Audits(79

Single Audits(9


	OIG Audits(42

Single Audits(55
	OIG Audits(29 

Single Audits(6


	OIG audits 32

Single audits(9


	36 will be completed
	OIG Audits 40

Single audits(3

	Provide program evaluation services and technical assistance


	0
	0
	3 
	1

	2 
	2 evaluations


	6

	Work with DOL management to resolve audit recommendations and items identified by management challenges.
	1998=72
	Achieved 79%

 (57 of 72) 
	Achieved 92%

(66 of 72)
	Achieved 99% 

(71of 72)
	Goal Achieved in FY 2001
	Goal Achieved in
FY 2001


	Goal Achieved in FY 2001

	
	1999=169 
	N/A
	Achieved 84%

(142 of 169)
	Achieved 92%

(156 of 169)
	Achieved 93% (158 of 169)
	N/A
	Achieved 94%
(159 of 169)

	
	2000=226 


	N/A
	N/A
	Achieved 63%

(142 of 226)

	Achieved 68% (155 of 226)
	Achieve 95% 
of 2000 recommendations
	Achieved 90% 
(204 of 226)

	
	2001=69
	N/A
	N/A
	N/A
	Achieved 96% (66 of 69)
	Achieve 90% 
of 2001 recommendations
	Achieved 100% 

	
	2002 =118


	N/A
	N/A
	N/A
	N/A
	Achieve 75% 
of 2002 recommendations
	Achieved 92 % 

	
	2003=131


	N/A
	N/A
	N/A
	N/A
	N/A
	N/A


	Work with DOL management to ensure implementation of audit recommendations
	1998=72
	Achieved 65%

(47 of 72)
	Achieved 78%

(56 of 72)
	Achieved 93%

(67 of 72)
	Achieved 96%
(69 of 72)
	 Achieve 95% 
of 1998 recommendations
	Achieved 96%
(69 of 72) 

	
	1999=169
	N/A
	Achieved 68%

(115 of 169)
	Achieved 91%

(154 of 169) 
	Achieved 92% 

(155 of 169) 
	Achieve 85% implementation 

of 1999 recommendations 
	Achieved 92% (156 of 169)

	
	2000=226
	N/A
	N/A
	Achieved 44%

(99 of 226)
	Achieved 56%
(127 of 226)
	Achieve 80% 

of 2000 recommendations
	Achieved 64% (114 of 226) 

	
	2001=69
	NA


	NA
	N/A
	Achieved 58% 

(40 of 69) 
	Achieve 75% 

of 2001 recommendations
	Achieved 65% 
(45 of 69)

	
	2002 =47
	N/A
	N/A
	N/A
	N/A
	Achieve 50% 

of 2002 recommendations
	Achieved 48% 

(57 of 118)

	
	2003=144
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Conduct investigations into allegations of fraud against DOL employment and training programs
	45
	49

	44 
	33 
	41
	35 investigations will be completed
	46

	Produce quality investigations that result in convictions (Conviction rate for cases that resulted in indictment)
	91%


	100%
	100% 
	100% 
	100%
	Convictions will be achieved for at least 80% of cases that resulted in indictment
	100%


Significant Accomplishments

In FY 2003, the OIG worked to optimize the use of funds appropriated for DOL training and employment programs by enhancing program performance and accountability. 


CHANGES TO WIA TRAINING PROVISIONS WOULD IMPROVE CONSUMER CHOICE 

The OIG assessed the training activities under the adult and dislocated worker programs for program year 2000 in six states. We found that our sample of Workforce Investment Act (WIA) participants generally received appropriate assistance and training options and found jobs. However, compared with JTPA participant numbers, the numbers of WIA participants 

trained have declined. In addition, we found that WIA requirements and state and local policies discouraged training providers’ participation and may have affected the quality of training. We recommend that WIA be modified to encourage the participation of training providers. 


STATE AND LOCAL REPORTING OF WIA OBLIGATIONS 

The OIG looked at nine states and Puerto Rico to determine the status of WIA obligations and expenditures at December 31, 2001. The nine states and Puerto Rico reported unexpended balances that would permit them to operate for about 19 months even without the influx of new funds. At the same time the states reported unobligated balances that would permit only about five more months of operation. In addition, we found reported obligations were generally overstated and reported expenditures were generally understated. We concluded that, if obligations accurately reflect legal commitments and are consistently reported, obligations are the more useful measure for assessing states’ current WIA funding availability. The OIG believes that ETA should work with the states to improve reporting.

MORE EDUCATION AND TRAINING ACTIVITIES WOULD STRENGTHEN WIA’S YOUTH OPPORTUNITY PROGRAM

Between March 2000 and June 2002, the Department awarded $465 million in WIA Youth Opportunity grants to provide education and job training services to young people living in depressed areas. A prior OIG audit found that vocational skills training was a significant factor in youths attaining employment and earnings goals. We conducted an audit of 12 Youth Opportunity grantees who received $160 million in grant funds to determine what educational services and vocational skills training were being provided in this program. We found that approximately 62% of the out-of- school youth we sampled received no educational or vocational training activities. Moreover, we identified inconsistencies in the records grantees provided related to out-of-school youth enrolled in the program. ETA agreed to our recommendations to strengthen this program. 

FLORIDA’S CLOSEOUT OF JTPA RAISES QUESTIONS ABOUT RELIABILITY OF ITS FINANCIAL REPORTS 

The OIG looked at the closeout of the State of Florida’s Job Training Partnership Act (JTPA) grants for program years 1997– 1999. Our purpose 

was to determine if JTPA funds had been properly closed out and if costs included on closeout reports were reasonable and supported. We identified numerous problems, including: expenditures reported to ETA in the closeout package were $22.6 million more than in earlier final reports, administrative costs were not included in the closeout, and JTPA expenditures recorded in the State’s official accounting system were $12.1 million less than those reported to ETA. 

OVER $2.6 MILLION IN QUESTIONED COSTS IDENTIFIED IN AUDIT 
The OIG conducted a closeout audit of a Welfare-to-Work competitive grant awarded to Private Industry Council SDA-V and the Training Plus Foundation of Pittsburg, Kansas. Overall, we questioned over $2.6 million in costs due in part to unreported program income and inadequate reporting of participants served. We recommended that ETA recover the questioned costs. 

VIRGINIA ATTORNEY SENTENCED TO 10 YEARS’ IMPRISONMENT

A Virginia attorney was sentenced on March 7, 2003, to 10 years’ imprisonment and was ordered to forfeit $2.3 million to pay restitution to his victims. In December 2002, he was convicted of conspiracy, labor certification fraud, false statements, immigration fraud, and money laundering. The investigation revealed that he submitted thousands of applications for labor certifications on behalf of businesses that had no knowledge of the filings. As a result of the scheme, the attorney and his co-defendant made more than $11 million during an 18-month period. 

TEXAS MAN SENTENCED FOR EMBEZZLING AND OIG QUESTIONS $570,000 IN COSTS 

In January 2003, the director of the Senior Texans Employment Program (STEP) was sentenced to 18 months in prison and three years’ supervised release and was ordered to pay nearly $120,000 in restitution. The director maintained control of the financial operations of STEP, enabling him to embezzle approximately $120,000 from the organization during a five-year period. Subsequent to this criminal investigation, the OIG conducted a financial audit of the program’s administrative and financial activities. We recommended that ETA disallow nearly $570,000 in questioned costs. 

DISLOCATED WORKER PROGRAM IMPROVEMENTS RECOMMENDED 

The OIG conducted a nationwide audit of services provided to and outcomes obtained for participants enrolled WIA Dislocated Worker program during program year 2000. Our audit disclosed that, overall, participants obtained employment, retained a large percentage of their layoff earnings, kept their postlayoff jobs, and were satisfied with most of the services provided. However, we concluded that additional focus is needed to ensure that the program serves only eligible people, participants return to the workforce as quickly as possible, reported outcomes are complete and meaningful, and participants are more satisfied with job-finding assistance. 

$645,000 QUESTIONED TURNER JOB CORPS CENTER AUDIT

The OIG audited Global Associates’ operation of the Turner Job Corps Center in Albany, Georgia. We questioned $645,945 in costs charged for a security services subcontract because the subcontractor’s invoices lacked adequate documentation and reported expenses were not in the original budget proposal. We also identified a need to improve controls over property and equipment. 

PENNSYLVANIA CORRECTLY USED $11.5 MILLION IN TRADE ADJUSTMENT ASSISTANCE FUNDS 

Based on a congressional inquiry, the OIG evaluated the status of Pennsylvania’s Trade Adjustment Assistance (TAA) program funding and how the Commonwealth used the $11.5 million in funds that ETA provided in March 2003 for TAA job training. We concluded that Pennsylvania used the $11.5 million for TAA expenses that occurred in FY 2003 in accordance with the cooperative agreement requirements. We also confirmed that back to at least FY 2001, TAA funds provided to Pennsylvania were not sufficient to meet the level of obligations incurred to provide training to eligible participants. While ETA addressed these funding shortages through National Emergency Grants authorized by WIA, we found that Pennsylvania still had a deficit of $2.6 million for FY 2002. 

OIG REVIEWS DOL'S ROLE IN FOREIGN LABOR CERTIFICATION PROCESS

The OIG reviewed DOL’s foreign labor certification programs to assess the programs’ vulnerabilities. DOL has responsibility for approving employers’ applications that may ultimately allow aliens to work in the United States. Our review of the labor certification programs showed that long-standing concerns remain the same since our last audits of the permanent labor certification program and H-1B program in 1996, and of the H-2A program in 1998. 

OIG FOREIGN LABOR CERTIFICAION INVESTIGATIONS

OIG investigations continue to detect fraud against DOL’s foreign labor certification programs. These cases involve fraudulent applications filed with DOL on behalf of fictitious employers and applications that use the names of legitimate employers without their knowledge. Dishonest immigration attorneys and labor brokers collect fees and file fraudulent applications on behalf of aliens seeking to work in the United States. The OIG conducted a number of investigations. The following two case are illustrative of OIG work in this area. 

· A man from Cameroon was found guilty of immigration fraud after an investigation revealed that he filed labor certifications that contained false information. In those applications, he declared that he owned numerous businesses that were in fact shell companies. This investigation also found that he stole more than $260,000 from those who sought his services by creating counterfeit checks using their bank account information. 

· A Greek foreign national was sentenced to nearly six years in prison on visa fraud charges after an OIG investigation found that he filed more than 400 fraudulent visa applications and foreign labor certifications. In the applications, he claimed his clients were in various special occupations under the H-1B program, such as performers, when in fact they were not.

	Worker and Retiree Benefits
OIG Goal #2: Safeguard and improve worker and retiree benefits programs

	Outcome 2.1
	Improve the integrity and cost efficiency of the DOL’s unemployment insurance program

	Outcome 2.2
	Improve the integrity and cost efficiency of the DOL’s disability compensation programs.

	Outcome 2.3 
	Improve the safeguards afforded to pension and health and welfare benefit programs. 

	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999
Actual Levels
	FY 2000 

Actual Levels
	FY 2001 

Actual Levels
	FY 2002 
Actual Level s
	FY 2003 
Target Level 
	FY 2003 
Actual Level s

	Conduct audits of DOL worker and retiree benefits programs and functions and provide consultation
	OIG Audits-18
	OIG Audits-11 completed

	OIG Audits - 14

Single Audits - 15
	OIG Audits ‑ 16 

Single Audits ‑ 2
	OIG Audits - 12
	26 will be completed
	OIG Audits 10

Single Audits 4

	Provide program evaluation services and technical assistance
	1
	3
	2 
	0 
	2 
	4 will be completed
	2

	Work with DOL management to resolve audit recommendations


	1998=32
	Achieved 84% 

(29 of 32)
	Achieved 100%

(32 of 32)
	Goal Achieved in FY 2000
	Achieved in FY 2000
	Achieved in 

FY 2000
	Achieved in FY 2000

	
	1999=32
	N/A
	Achieved 94%

(30 of 32)
	Achieved 100%

(32 of 32)
	Achieved in 
FY 2001
	 Achieved in
FY 2001
	Achieved in 
FY 2001

	
	2000=89
	N/A
	N/A
	Achieved 51%

(45 of 89 )
	Achieved 82% 

(73 of 89 )
	Achieve 95% 
of 2000 recommendations
	Achieved 86% 

(77 of 89)

	
	2001=73
	N/A
	N/A
	N/A
	Achieved 75% 

(55 of 73)
	Achieve 90% 
of 2001 recommendations
	Achieved 89% 

(65 of 73)

	
	2002 =47
	N/A
	N/A
	N/A
	N/A
	Achieve 75% 
of 2002 recommendations
	Achieved 28% 

(13 of 47)

	
	2003=144
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Work with DOL management to ensure implementation of audit recommendations
	1998=32
	Achieved 72% 

(23 of 32)
	Achieved 94%

(30 of 32)
	Achieved 97%

(31 of 32)
	Achieved 100% 

(32 of 32)
	Achieved in 
FY 2002
	Achieved in 
FY 2002

	
	1999=32
	N/A
	Achieved 31%

(10 of 32)
	Achieved 41%

(13 of 32)
	Achieved 100% 

(32 of 32)
	Achieve 85% 

of 1999 recommendations
	Achieved in 
FY 2002 

	
	2000=89
	N/A
	N/A
	Achieved 38%

(34 of 89)
	Achieved 67% 

(60 of 89) 
	Achieve 80% 

of 2000 recommendations 
	Achieve 72% 
(64 of 89)

	
	2001=73
	N/A
	N/A
	N/A
	Achieved 31%
(23 of 73) 
	Achieve 75% 

of 2001 recommendations
	Achieved 40%(27 of 73)

	
	2002=47


	N/A
	N/A
	N/A
	N/A
	Achieve 50% 

of 2002 recommendations
	Achieved 19%
(9 of 47)

	
	2003=144
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Conduct investigations into allegations of fraud against DOL’s worker benefits programs
	210
	363

	302 
	249 
	357
	315 investigations will be completed
	238

	Produce quality investigations that result in convictions or civil/administrative action 
	94%

(111 cases)
	95%

(151 cases
)
	96% 

Increased by 9% over the 1998 
base, the number 
of cases resulting 
in successful 
civil/ administrative action 

(121 cases)
	91% 

Increased by 16% over the 1998 base, the number of cases resulting in successful 

Civil

administrative action 

(129 cases )
	96%

Increased by 17% over the 1998 base, the number of cases resulting in successful civil/ administrative action

(130 cases)
	Convictions will be achieved for at least 80% of ases that resulted in indictment

Increase by 25% over the 1998 base, the number of cases resulting in successful civil/ administrative action

(138 cases)
	98%

Increased by 0% over the 1998 base, the number of cases resulting in successful civil/ administrative action

(110  cases)


Significant Accomplishments
The OIG works to improve performance and accountability in benefit programs for workers and retirees, such as unemployment insurance and disability compensation benefits, and help safeguard the nation’s pension system. 

OIG RECOMMENDS IMPROVEMENTS TO REDUCE OVERPAYMENTS The Benefit Accuracy Measurement (BAM) system monitors the accuracy of Unemployment Insurance (UI) payments to claimants and statistically projects overpayments. Through 2002, the rate of overpayments has remained between 8% and 9%. In calendar year 2002 alone, BAM estimated $3.7 billion in overpayments. An OIG audit of the BAM system recommended improvements to reduce UI overpayments by $428 million annually. The audit found that BAM accurately detected and projected overpayments, but was not being used to reduce overpayments. 

OIG ESTIMATES THE IRS OVERCHARGED THE UTF $174 MILLION 

Over the past 15 years, the OIG has reported problems with the costs the IRS charges to administer the Unemployment Trust Fund (UTF), including that the IRS did not have a cost accounting system to capture  those  costs.  In FY 2003, we completed a followup audit of the IRS’s process for identifying administrative costs. We found that for FYs 1999–2002, the IRS did not have adequate support for these costs. The IRS recently proposed an alternative cost recovery methodology. We raised questions with one aspect of this methodology, and we recommended that ETA work with the IRS to address this issue and adopt an acceptable methodology. Using the IRS’s proposed methodology, the IRS would have charged only $126 million rather than the nearly $300 million it actually charged. We recommended that ETA request that the IRS reimburse the UTF for overcharges not yet been repaid. 

DEFENDANTS SENTENCED IN FICTITIOUS EMPLOYER SCHEME 

In September and October 2003, nine of 12 defendants were sentenced in a fictitious employer unemployment fraud scheme involving four bogus companies in Pennsylvania. The nine were collectively sentenced to pay a total of more than $180,000 in fines and restitution and were each sentenced from three to five years’ probation. Their scheme caused Pennsylvania to issue 263 UI checks totaling about $210,000. The ringleader, who created documents containing fictitious business activities, corporate officers, Social Security numbers, and employees, pled guilty to mail fraud charges. 

WASHINGTON MAN ORDERED TO PAY NEARLY $700,000 

In January 2003, a Washington State man was sentenced to 45 months’ incarceration and three years’ probation and was ordered to pay nearly $700,000 in restitution. This sentence was in connection with Unemployment Insurance (UI) fictitious employer, private insurance, and 

credit card schemes that he carried out for more than 10 years. The investigation revealed that he set up multiple fictitious businesses in Washington State and submitted false quarterly wage reports, enabling him to draw more than $100,000 in UI benefits. 

$1 MILLION RESTITUTION ORDERED IN UNEMPLOYMENT INSURANCE FRAUD SCHEME 

A California couple were sentenced for their participation in a UI identity fraud scheme that at its peak netted about $60,000 a week. The couple were ordered to pay $1million in restitution, and the husband and wife were sentenced to four years’ and 18 months’ imprisonment, respectively. They used various individuals to file the fraudulent UI claims with the California Employment Development Department using the stolen identities. 

UI CHECK COUNTERFEITER SENTENCED 

In January 2003, a Missouri man was sentenced to 41 months’ incarceration and two years’ supervised release and was ordered to pay more than $150,000 in restitution. He led a counterfeit check scheme that defrauded the Missouri Division of Employment Security and other entities. 

CALIFORNIA BASED UI IDENTITY FRAUD SCHEMES

As part of a joint investigation, seventy agents and support staff from participating law enforcement agencies executed 25 search warrants.  Millions of dollars were seized and evidence was obtained relative to an approximately $30 million identity theft UI fraud scheme.  The following indictments resulted:

In May 2003, nine members of a Mexican family living in California were indicted on charges of conspiracy, mail fraud, identity theft, and money laundering for defrauding the State of California UI program. This joint investigation revealed that the family opened approximately 150 mailboxes and established several business bank accounts to allegedly launder more than $6 million obtained from fraudulent UI checks. 

Thirteen members of a Mexican nontraditional organized crime group were indicted in May 2003 on charges of conspiracy, mail fraud, identity theft, and money laundering in connection with more than $2.8 million in fraudulent UI claims. This joint investigation revealed that they defrauded four states’ Unemployment Insurance programs through the use of at least 3,000 stolen identities obtained from payroll-servicing companies.

	Workplace Safety, Health, and Workplace Rights

OIG Goal #3: Optimize the performance and accountability of worker protection and workplace safety programs

	Outcome 3.1
	Improve the effectiveness of DOL safety and heath programs in reducing workplace injuries, illnesses, and fatalities.

	Outcome 3.2
	Improve the effectiveness of DOL’s worker protection programs in fostering equal opportunity and fair wages. 

	Outcome 3.3
	Improve the integrity of DOL’s worker protection and workplace safety programs.

	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999
Actual Levels
	FY 2000
Actual Levels
	FY 2001
Actual Levels
	FY 2002
Actual Levels 
	FY 2003 
Target Level 
	FY 2003 

Actual Level 

	Conduct workplace safety, health, and standards audits of DOL programs and provide consultation and assistance to those programs
	OIG Audits-6

Consultation and 
Assistance-4
	OIG Audits - 2 
	OIG Audits-10 
	OIG Audits ‑ 7


	OIG Audits - 4

	6 will be completed
	OIG Audits 3

	Provide program evaluation services and technical assistance
	4
	3
	4 
	6 
	0
	3 will be completed
	1

	Work with DOL management to resolve audit recommendations
	1998=8
	Achieved 100%

(8 of 8)
	 Achieved in 
FY 1999
	Achieved in 
FY 1999
	Achieved in 
FY 1999
	Achieved in 
FY 1999
	Achieved in 
FY 1999

	
	1999=0
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	
	2000=16
	N/A
	N/A
	Achieved 100%

(16 of 16)
	Achieved in 
FY 2001
	Achieved in 
FY 2001
	Achieved in 
FY 2001

	
	2001=40
	N/A
	N/A
	N/A
	Achieved 100% 
(40 of 40)
	Achieved in 
FY 2002
	Achieved in 
FY 2002

	
	2002=15
	N/A
	N/A
	N/A
	N/A
	Achieve 75% resolution of 2002 recommendations
	Achieved 100% resolution of 2002 recommendations

	
	2003=83
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A


	Work with DOL management to ensure implementation of audit recommendations
	1998=8
	Achieved 13% 

(1 of 8)
	Achieved 50% 

(4 of 8)

	Achieved 50%

(4 of 8)
 
	Achieved 50% 

(4 of 8) 
	Achieve 95%

of 1998 recommendations
	Achieved 62%

(5 of 8)

	
	1999=0
	N/A
	N/A
	N/A
	N/A
	Achieve 85% 

of 1999 recommendations
	N/A

	
	2000=16
	N/A
	N/A
	Achieved 88%

(14 of 16)
	Achieved 88%
(14 of 16)
	Achieve 80% 

of 2000 recommendations
	Achieve 88%

(14 of 16)

	
	2001=40
	N/A
	N/A
	N/A
	Achieved 0%
	Achieve 75% 

of 2001 recommendations
	Achieved 0%

(0 of 40)

	
	2002=15


	N/A
	N/A
	N/A
	N/A
	Achieve 50% 

of 2002 recommendations
	Achieved 0%

	
	2003=83
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Conduct investigations into allegations of corruption or misconduct by safety and health inspectors 
	10
	14
	13
	5 

	11
	11 investigations will be completed
	5

	Produce quality investigations that result in convictions (conviction rate for cases that resulted in indictment)
	100%
	100%
	100%
	100%
	100%
	Convictions will be achieved for at least 80% of cases that resulted in indictment
	100%


Significant Accomplishments

The OIG works to optimize DOL’s efforts to foster workers’ safety, health and workplace rights through by enhancing program efficiency and accountability. The OIG also investigated violations of the Davis-Bacon Act by contractors who work on Federal construction projects. 

OSHA’S HANDLING OF IMMIGRANT WORKPLACE FATALITIES REQUIRES CHANGES
A congressional request led the OIG to evaluate OSHA’s policies and procedures regarding the prevention and investigation of immigrant workplace fatalities. We found that OSHA’s inspection priorities, reporting requirements, and fatality investigations did not distinguish between immigrant and nonimmigrant workers when investigating a workplace fatality. OSHA conducts investigations of immigrant fatalities in the same manner as other investigations. However, OSHA has made efforts to specifically address immigrant fatalities. Among them are forming a task force to determine what additional activities are needed to improve the training, education, and information used to reach Hispanic/Latino workers, their families, and their employers, and improve the safety and health of their workplaces; working with the National Institute for Occupational Safety and Health and the Mexican consulates; and pursuing strategic partnerships and alliances with Hispanic/Latino groups.

CONTRACTOR LOSES MORE THAN $7.8 MILLION 

On July 22, 2003, Inder Jit and Ashok Chhibba, the owners of JADLA

Contractors, pled guilty to money laundering charges and agreed to forfeit

$1.5 million. JADLA, a nonunion paint and tile contractor with the

New York City Housing Authority (NYCHA), was awarded approximately

$10 million in contracts with NYCHA for painting and tile jobs to be

performed in public housing projects in New York City. As a result of the

investigation, NYCHA found JADLA to be an unqualified bidder and

canceled $7.8 million in contracts. The investigation found that JADLA used various payroll and tax schemes to pay its workers far below the prevailing wage that must be paid under federally funded contracts. 

	Departmental Management 

OIG Goal #4: Assist DOL in maintaining an effective management process

	Outcome 1.1
	Determine the validity of DOL’s annual consolidated financial statements prepared pursuant to the CFO Act

	Outcome 1.2
	Improve the financial and performance accountability of FOL and its grantees and contractors.

	Outcome 1.3
	Provide audited program cost and performance date

	Outcome 1.4
	Identify systemic weaknesses that may result in abuses, criminal conduct, or mismanagement. 

	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999 

Actual Levels
	FY 2000 

Actual Levels
	FY 2001 

Actual Levels
	FY 2002 

Actual Level
	FY 2003 
Target Level
	FY 2003 
Actual Level

	Conduct audits and provide technical assistance regarding DOL financial and information technology systems, program performance, operations, and GPRA implementation 
	OIG Audits-5

Consultation and Assistance-5
	OIG Audits - 11 
	OIG Audits - 9 
	OIG Audits - 15 
	OIG Audits 13

Single Audits 10
	16 audits/consultation assistance efforts will be completed


	OIG Audits 14

Single Audits 18

	Provide program evaluation services and technical assistance
	2
	0
	3
	0

	7
	6 will be completed
	2

	Work with DOL management to resolve audit recommendations
	1998 =49
	Achieved 76% 

(37 of 49)
	Achieved 78% 

(38 of 49)

	Achieved 96%

(47 of 49)
	Goal Achieved in 
FY 2001 
	Goal Achieved in 
FY 2001
	Goal Achieved in 
FY 2001

	
	1999=78
	N/A
	Achieved 64%

(50 of 78)

	Achieved 72%

(56 of 78)
	Achieved 82%
(64 of 78)
	N/A
	Achieved 100%

	
	2000=66
	N/A
	N/A
	Achieved 94%

(62 of 66)
	Achieve 86%

	Achieve 95% resolution of 2000 recommendations
	Achieved 94%
(62 of 66) 

	
	2001=97
	N/A
	N/A
	N/A
	Achieved 86%
(84 of 97)
	Achieve 90% resolution of 2001 recommendations
	Achieved 93% 

(90 of 97)

	
	2002 =138


	N/A
	N/A
	N/A
	N/A
	Achieve 75% resolution of 2002 recommendations
	Achieved 69%
(96 of 138)

	
	2003-323
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Work with DOL to ensure implementation of audit recommendations
	1998=49
	Achieved 33% 

(16 of 49)
	Achieved 47%

(23 of 49)

	Achieved 61%

(30 of 49)
	Achieved 82% 

(40 of 49)
	Achieve 95% implementation 

of 1998 recommendations
	Achieved 88% 

(43 of 49)

	
	1999=78
	N/A
	Achieved 32%

(25 of 78)

	Achieved 38%

(30 of 78)
	Achieved 73% 

(57 of 78)
	Achieve 85% implementation 

of 1999 recommendations 
	Achieved 93% 

(73 of 78)

	
	2000=66
	N/A
	N/A
	Achieved 24%

(16 of 66)
	Achieved 68% 

(45 of 66) 
	Achieve 80% implementation 

of 2000 recommendations 
	Achieved 77% 

(51 of 66)

	
	2001 =97
	N/A
	N/A
	N/A
	Achieved 22%

(21 of 97)
	Achieve 75% implementation 

of 2001 recommendations
	Achieved 27% 

(26 of 97)

	
	2002 =138
	N/A
	N/A
	N/A
	N/A
	Achieve 50% implementation 

of 2002 recommendations
	Achieved 25% 

(35 of 138)

	
	2003=323
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Work to achieve concurrence from DOL management on recommendations for monetary savings (questioned costs, funds put to better use and other monetary findings)
	1998=56
	Achieved 63%

(35 of 56)
	Achieved 89% 

(50 of 56)
	Achieved 100%

(56 of 56)
	Goal Achieved in FY 2001
	Goal Achieved in FY 2001
	Achieved in FY 2001

	
	1999=107
	N/A
	Achieved 57% 

(61 of 107)
	Achieved 73%

(78 of 107)
	Achieved 79% 
(85 of 107) 
	Achieve at least 60% concurrence with 1999 recommendations
	Achieved 100%

(107 of 107)

	
	2000=110
	N/A
	N/A
	Achieved 65%

(71 of 110)
	Achieved 82%
(90 of 100)
	Achieve at least 60% concurrence with 2000 recommendations
	Achieved 87%

(96 of 110)

	
	2001=85
	N/A
	N/A
	N/A


	Achieved 49%
(42 of 85)
	Achieve at least 55% concurrence with 2001 recommendations
	Achieved 63 % 

(54 of 85)

	
	2002 =103


	N/A
	N/A
	N/A
	N/A
	Achieve at least 50% concurrence with 2002 recommendations
	Achieved 81%
(84 of 103)

	
	2003=89
	N/A
	N/A
	N/A
	N/A
	N/A
	N/A

	Provide timely evaluation of allegations/requests for investigative service and initiate action
	20 days
	7.5 days
	3.8 days
	3.6 days
	7.5 days
	Evaluate and 
initiate action 
within 5 days
	7.5 days

	Increase OIG cases accepted for enforcement action
	335

	296
	314
	369
	373
	360 cases will be accepted for enforcement 
	338

	Produce quality investigations that result in convictions or civil/administrative 

(Conviction rate for cases that resulted in indictment actions)
	92%

19 cases 
	83%

27 cases 
	 90% 

14 cases 


	100%

While the 15% increase over the 1998 base was not met, we exceeded our FY 2000 level by nearly 29%

(18 cases)
	100%

Increased by 30% over the 1998 base, the number of cases resulting in successful civil/administrative action
(25 cases)
	Convictions will be achieved for at least 80% of cases that resulted in indictment

Increase by 15% over the 1998 base, the number of cases resulting in successful civil/administrative action


(21 cases)
	100% 

While the increase over the 1998 base was not met, we exceeded our FY 2000 level by nearly 35%

 (19 cases)


Significant Accomplishments
The OIG assists the DOL in maintaining effective management processes. This includes conducting audits and providing appropriate technical assistance to DOL management to ensure the effectiveness and efficiency of DOL management, financial systems, and information technology.

UNQUALIFIED AUDIT OPINION ON DOL FINANCIAL STATEMENTS

The OIG issued an unqualified audit opinion on DOL’s consolidated financial statements. Our tests disclosed no instances of noncompliance with Federal laws and regulations except for the Federal Financial Management Improvement Act.  In our opinion, DOL substantially complied with the act except for applicable Federal accounting standards concerning the implementation of managerial cost accounting. While our report on internal control reflected no material weaknesses, we did note reportable conditions that require DOL’s attention.

COMPUTER SECURITY AUDITS CITE NEED TO IMPROVE CONTROLS AND CONTINGENCY PLANNING

The OIG audited the information security programs and practices of several DOL agencies during this reporting period. We identified positive security observations but also reported several high-risk control findings that needed corrective action. We found that one agency’s information management system lacked a contingency plan with specifics on data recovery. A second agency’s system contingency plan had not been tested. In addition, a third agency had not performed a risk assessment on its system. Finally, a fourth agency’s system had an incomplete and untested continuity of operations plan. The agencies agreed with most of our security control findings. In several cases, agencies had already taken corrective actions prior to the issuance of our report.

DOL’S ELECTRONIC MEDIA DISPOSAL POLICIES ARE INADEQUATE

We looked at DOL’s electronic media disposal policies and procedures. We found that more than 85% of the surplus computers in our sample contained licensed software and/or sensitive, personal, or confidential information. The OIG recommended, and DOL agreed to, placing an immediate moratorium on the release of surplus electronic media until it can be properly sanitized.

	Labor Racketeering
OIG Goal #5: Combat the influence of organized crime and labor racketeering in the workplace

	Annual Performance

Goals/Objective
	Baseline Data

FY1998
	FY 1999
Actual Levels
	FY 2000
Actual Levels
	FY 2001
Actual Levels
	FY 2002 

Actual Levels
	FY 2003 
Target Levels
	FY 2003 

Actual Level

	Conduct investigations of organized crime influence and labor racketeering in the workplace
	139
	115
	103
	109
	132
	120 investigations will be completed

(base)
	144

	Carry our initiative to increase investigative attention to criminal activity by pension plan service providers 
	13 open cases
	25 open cases
	Achieved a case inventory of 32 investigations
	Achieved a case inventory of 18 investigations
	Achieved a case inventory of 18 investigations
	Achieve a case inventory of 27 investigations
	Achieved a case inventory of 19 investigations

	Produce quality investigations that result in convictions (conviction rate for cases that resulted in indictment)
	95%


	93%
	90%
	86%


	97%
	Convictions will be achieved for at least 80% of cases that resulted in indictment
	99%


Significant Accomplishments 

The OIG has a unique “external” program function to carry out a criminal investigation program to combat the influence of labor racketeering and organized crime in the nation’s labor unions. During this fiscal year, the OIG continued to investigate corruption in internal union affairs, labor-management relations, and employee benefit plans. Examples of OIG investigations that led to the conviction of organized crime figures, pension plan providers, labor union officials and others are outlined below. 

MOB ASSOCIATES PLEAD GUILTY TO EXTORTION AND GAMBLING CHARGES 

Julius Nasso, a Gambino associate who conspired to extort actor Steven Seagal, pled guilty to extortion charges on August 13, 2003. Nasso’s brother, Vincent, a former pharmaceutical service provider to MILA, the International Longshoremen’s Association’s (ILA’s) health and welfare fund, pled guilty to wire fraud charges. Vincent acquired the MILA contract after making payoffs to members of organized crime.  



MOBSTER SENTENCED TO PRISON AND ORDERED TO PAY MORE THAN $800,000 IN RESTITUTION 

In July 2003, Joseph Lore, a reputed member of the Genovese Organized Crime Family and a former hiring agent for United Terminals, was sentenced to nearly six months’ imprisonment and three years’ probation and was ordered to pay more than $820,000 in restitution. Lore was convicted of embezzling more than $900,000 from ILA Local 1588, mostly through a salary diversion scheme. Even though he was barred from any involvement with Local 1588 because of an earlier civil RICO action, Lore, through his control of the waterfront, selected four Local 1588 officials. These officials provided little if any services to Local 1588 but received salaries totaling more than $1.5 million and gave half of all their paychecks to Lore.

HAWAII UNION STATE DIRECTOR SENTENCED TO FIVE YEARS’ IMPRISONMENT 

In September 2003, Gary Rodrigues, the former state director of the United Public Workers Union (UPW), was sentenced to more than five years’ imprisonment and three years’ supervised release and was ordered to pay more than $428,000 in restitution and fines. The director and his daughter defrauded the UPW dental and health benefit programs. In addition, the director was found guilty of embezzling union assets and receiving kickbacks in connection with a union benefit plan. He received more than $100,000 from an insurance agent who provided the life insurance benefits for UPW members. Both the director and his daughter laundered the embezzled proceeds from the health benefit program, which exceeded $300,000.  

TEAMSTERS UNION LOCAL PRESIDENT PLEADS GUILTY 

In April 2003, George Cashman, president of Teamsters Union Local 25 and trustee of the local’s health plan and the New England Teamsters and Trucking Industry Pension Fund, pled guilty to charges of Hobbs Act extortion, violating the Taft-Hartley Act, conspiracy to steal and embezzle from an employee benefit program, filing false documents under the Employee Retirement Income Security Act, and committing mail fraud. Cashman and another individual conspired to launder the proceeds of a $100,000 extortion payment from representatives of Cardinal Health, an Ohio-based pharmaceutical corporation. This payment was made in connection with the settlement of a pension fund liability that Cardinal owed to the pension fund following a lengthy strike at Cardinal’s facility in Massachusetts.  

THREE INDICTED IN $10 MILLION LAND DEAL 

Three defendants were indicted in September 2003 on charges related to a  $10 million land purchase by the pension fund of the Northwest District Council of Carpenters (NWDCC). Those indicted were an attorney for the Indiana Regional Council of Carpenters (IRCC), the secretary-treasurer of the IRCC (a former trustee of the NWDCC pension fund), and a real estate broker. The investigation found that in 1999, the NWDCC pension fund purchased 55 acres of undeveloped land in Indiana for $10 million. The real estate broker and his partner received a $600,000 commission from the sale and allegedly made an illegal payment of $200,000 to the IRCC attorney. The salesman and the attorney then allegedly paid out $65,000 to the former trustee through the establishment of a bogus company. The three are charged with conspiring to violate the law that prohibits the offer, acceptance, or solicitation of payments in connection with union pension funds. 

GAMBINO CRIME FAMILY BOSS GUILTY OF EXTORTION 

In March 2003, Gambino LCN Family boss Peter Gotti and six associates were found guilty of racketeering, conspiracy, extortion, money laundering, and gambling. In addition, in November 2002, a former president ILA Local 1814 pled guilty to Racketeer Influenced and Corrupt Organizations (RICO) Act violations. These individuals corruptly influenced unions and businesses on the New York and New Jersey waterfronts.   

BOSTON MOBSTER SENTENCED TO MORE THAN NINE YEARS IN PRISON 

In November 2002, a Boston man was sentenced to more than nine years’ imprisonment after pleading guilty to charges under the RICO statute using predicate acts of extortion and embezzlement from the Teamsters Health Fund and interstate transportation of stolen property. At trial, it was revealed that he was one of the top Irish organized crime figures who controlled the Charlestown area of Boston and Teamsters Local 25.  

MOB BOSS AND ASSOCIATES INDICTED FOR RICO VIOLATIONS 

In February 2003, 42 individuals were arrested, including “made” members and associates of the Genovese and Colombo LCN families (including the acting boss of the Colombo Family) and members and business agents of Operating Engineers Locals 14 and 15. A RICO indictment charged them with extortion, unlawful labor payments, and mail fraud. The LCN families allegedly used their influence to obtain preferential job assignments in Locals 14 and 15, and thereby extorted money paid as wages and contributions to the Locals’ benefit plans. 

INDIANA INVESTMENT ADVISOR ORDERED TO PAY MORE THAN 
$2 MILLION IN RESTITUTION 

A former registered investment advisor for Indiana-based Local 1969 of the ILA Pension Fund was sentenced in December 2002. He was sentenced to 18 months’ incarceration and 36 months’ probation and was ordered to pay more than $2 million in restitution. The advisor admitted that he converted more than $500,000 of pension fund monies for his own use through various Nevada real estate investments. He also admitted to having laundered more than $67,000 of converted pension funds through offshore bank accounts to purchase a luxury yacht.   

� The substantial temporary  increase in the number of audits resulted from shifting resources to Goal 1 Welfare-to-Work audits in response to a Congressional request.


� The FY 2000 target for OIG audits was significantly exceeded because, for audits in two program areas, we issued individual reports to each audited entity rather than issuing a consolidated report.


� The OIG evaluations office was down five FTE during FY 2001.  Further, we had to divert staff resources from our projected work in this and other goal areas to carry out two high-profile, complex worker safety  and health evaluations.  These evaluations were performed at the request of the Congress and the Secretary.


� Many of Goal 1 and Goal 2 recommendations that have not been resolved or closed are from reports issued under the Single Audit Act. These reports typically take longer to resolve and close, particularly when the auditee receives funds through state and/or local government entities.  In such cases, the State must resolve the audit before the Department can issue its management decision.  Also, in some cases, the management decision issued by the Department addresses the monetary issues in the report but overlooks management improvement recommendations.  We have discussed this oversight with the Department, and the Department plans to issue revised management decisions that will address the unresolved management improvement recommendations.








�  Our higher completion rate in this area was due to closing of cases from prior years and to a temporary shift in resources. This higher rate is not expected to be sustained in future years.    





� The decrease in the number of audits resulted from shifting resources to Goal 1 Welfare-to-Work audits in response to a Congressional request.


� Report No. 05-99-005-03-315, “Audit of UI Benefit Payment Controls”, contains 19 recommendations for actions to be taken by State Employment Security Agencies to improve the UI benefit/wage crossmatch overpayment detection system. ETA is working with the States to ensure actions are taken; however, the audit recommendations remain open until the OIG has received documentation confirming that the States have implemented the recommended corrective actions.


� Same as above


� The temporary high completion rate in this area is due to closing of cases from prior years in connection with a shift in resources from individual claimant UI cases.


� The temporary high completion rate in this area is due to our focus on reducing our inventory of individual claimant UI cases, as we shift to more complex, multi-state cases.





� The decrease in the number of audits is the result of shifting of resources to increase our efforts in the worker benefits and Departmental Management areas.


� Report No. 06-98-008-06-001 contained 7 recommendations to improve the operations at MSHA’s Equipment Approval and Certification Center.  Three of the seven recommendations have been implemented.  MSHA officials state that actions to implement the remaining open recommendations are scheduled to be completed by December 2003.


� Same as above


� The decrease in number of MSHA investigations during FY 2001 was due to the unexpected loss of an experienced agent in the Roanoke, VA office. An agent has now been hired and the level of investigations completed should increase.





� In FY 2001, the OIG began evaluations of two agencies= use of travel cards.  We expanded these evaluations to cover an additional two agencies to provide a broader department-wide view of card use.  The evaluations were issued in FY 2002.


� All 11 unresolved recommendations involve issues related to the Department’s Annual Financial Statement.


� Of the 28 unresolved recommendations, 17 involved issues related to the Department’s Annual Financial Statement.


� The decrease in resolution from 2001 is attributable to changes in recommendation status resulting from the Financial Statement Audit Work


� All 26 open recommendations involve issues related to the Department’s Annual Financial Statement.


� Of the 53 open recommendations, 42 involved issues related to the Department’s Annual Financial Statement.





� Baseline includes individual UI cases which we largely phased out in FY 1999 to focus on more national scope UI cases in four major categories:  interstate cases; fictitious or fraudulent employer cases; internal embezzlement schemes; and cases involving Federal dollars. These cases are more complex and resource intensive, reducing the number of cases we can investigate per year. However, they have a higher return on investment and greater long-term impact in reducing fraud in the program.
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