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Mission and Goals 

The Office of Inspector General (OIG), an independent agency within the U.S. Department of Labor (DOL), was created by the Inspector General Act of 1978 (IG Act). 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 in DOL programs; 

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 including the number of audits and investigations conducted, the percentage of OIG recommendations agreed to and implemented, and convictions that result from OIG investigations are used to measure outcomes. 

Similarly, the monetary results of OIG investigations and questioned costs or funds put to better use as the result of OIG audits and evaluations demonstrate the impact of our work. More on OIG measures can be viewed in our FY 2004-2009 Strategic Plan. 

FY 2004 Targeted Performance 

In our FY 2004 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 2004 for each strategic goal. 

	Selected Statistics 
(dollars in millions)

	Investigations
	
	Audits

	Monetary Accomplishments
	$161.8 million
	
	Audit and Evaluations Reports Issued
	115

	Cases Opened
	463
	
	Total Questioned Costs
	$23.5 million 

	Cases Closed
	447
	
	
	

	Cases Referred for Prosecution
	242
	
	Dollars Resolved
	$93.8 million

	Cases Referred for 

Administrative/ Civil Action
	147
	
	 Allowed
	$39.6 million

	Indictments
	529
	
	 Disallowed
	$54.2 million

	Convictions
	363
	
	Other Audit monetary impact
	 $15 million 



Performance Results

During FY 2004, the OIG conducted 115 audits and evaluations of 118 planned for the year. These reports questioned costs of $23.5 million. More than the targeted number of audits were completed under Goal 4, assist DOL in maintaining and effective management, which was offset by the completion of fewer audits under goals one through three. This focus on Goal 4 resulted from OMB’s decision to move up to November 15th the date by which DOL must issue its audited financial statements. To meet this deadline, IT security audits of systems supporting the financial statements had to be completed prior to September 30. We also devoted resources to auditing DOL’s planned conversion of its payroll operations to the National Finance Center. 
Audit Resolution: OIG also met most targets for working with DOL management to resolve (obtain DOL agreement to pursue) audit recommendations. The exception to this is the resolution of audit recommendations under Goal 2, which concerns worker and retiree benefits. For some related FY 2002 audits, ETA did not adequately address our recommendations, and we have called for them to amend management decisions. Unresolved recommendations from FY 2002 under this goal mostly related to IT security testing. We were evaluating agency responses to these recommendations as of October 2004. 

Significantly, OIG’s work to achieve concurrence from DOL management on recommendations for monetary savings, including questioned costs, exceeded all targets. These results are tracked under Goal 4. 

Implementation Targets: 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 especially true of recommendations related to the Department’s financial statements and IT security audit work. In addition, unresolved Goal 3 recommendations from 1998 relate to an audit of MSHA Mine Equipment Approval and Certification Center. In most cases, the Department has developed 

corrective actions plans related to our recommendations, but has not yet completed planned actions. 

Investigative Work: In FY 2004, the OIG conducted 392 of 426 investigations anticipated in our FY 2004 performance plan.
 While fewer than the targeted number was completed, this year’s OIG investigations yielded 363 convictions, which is more than any year since our base year of 1998. Likewise, the monetary results from these cases, at $161.8 million, exceeded the monetary results of every year since 1998, with the exception of FY 2002. 

In lieu of traditional single claimant cases, the OIG is now investigating higher-impact, multi-state UI fraud schemes involving multiple defendants and organized crime groups. This is a more effective approach to combating UI fraud and is likely to continue in the coming years. These higher-impact cases, to date, have yielded substantial results. As a result, the overall number of cases conducted in FY 2004 is lower than the target level.


Also in FY 2004, targeted conviction rates for OIG cases that resulted in indictments were exceeded for all goals. OIG cases accepted for enforcement action totaled 313, while the targeted number was 340 cases. 

Significantly, for every dollar spent on investigations, the OIG realized a return of $14.82 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 Level
	FY 2000 
Actual Level
	FY 2001 
Actual Level
	FY 2002 

Actual Level 
	FY 2003
Actual Levels
	FY 2004 
Target Level
	FY 2004 
Actual Level

	Conduct performance, financial & compliance audits of employment, training 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


	OIG Audits 40

Single Audits(3
	38 audits will be completed
	OIG audits 14

Single Audits(19

	Provide program evaluation services and technical assistance
	0
	0
	3 
	1

	2 
	6
	2 program evaluations


	1

	Work with DOL management to resolve audit recommendations and items identified by management challenges.

(% of recommendations resolved) 
	1998=72
	Achieved79% 
	Achieved 92% 

(66 of 72)
	Achieved 99% 

(71of 72)
	Achieved in FY 2001
	
	 
	

	
	1999=169 
	
	Achieved 84%

 (142 of 169)
	Achieved 92%

(156 of 169)
	Achieved 93% (158 of 169)
	Achieved 94%
(159 of 169)
	
	Achieved 95%

(161 of 169)

	
	2000=226 


	
	
	Achieved 63% 

(142 of 226)

	Achieved 68% (155 of 226)
	Achieved 90% 
(204 of 226)
	Achieve 95% 
of 2000 recs. 
	Achieved 98%

(221of .226)

	
	2001=69
	
	
	
	Achieved 96% (66 of 69)
	Achieved 100% 
	Achieved in FY 2003
	

	
	2002=118


	
	
	
	
	Achieved 92% 
	Achieve 95% 
of 2002 recs. 
	Achieved 99%

(117 of 118)

	
	2003=131


	
	
	
	
	
	Achieve 75%

of 2000 recs.
	Achieved 72.5%

(95 of 131)


	Work with DOL management to ensure implementation of audit recommendations

(% of recommendations implemented) 
	1998=72
	Achieved 65%

(47 of 72)
	Achieved 78%

(56 of 72)
	Achieved 93%

(67 of 72)
	Achieved 96%
(69 of 72)
	Achieved 96%
(69 of 72) 
	Achieve 99% 
of 1998 recs. 
	Achieved 96%

(64 of 72)

	
	1999=169
	
	Achieved 68%

(115 of 169)
	Achieved 91%

(154 of 169) 
	Achieved 92% 

(155 of 169) 
	Achieved 92% 
(156 of 169)
	Achieve 90%  
of 1999 recs.
	Achieved 93%

(157 of 169)

	
	2000=226
	
	
	Achieved 44%

(99 of 226)
	Achieved 56%
(127 of 226)
	Achieved 64% 
(114 of 226) 
	Achieve 85%  
of 2000 recs.
	Achieved 74%

(167 of 226)

	
	2001=69
	
	
	
	Achieved 58% 

(40 of 69) 
	Achieved 65% 
(45 of 69)
	Achieve 80% 
of 2001 recs.
	Achieved 75%

(52 of 69)

	
	2002=118
	
	
	
	
	Achieved 48% 

(57 of 118)
	Achieve 75%  
of 2002 recs.
	Achieved 79%

(93 of 118)

	
	2003=144
	
	
	
	
	
	Achieve 50%. 
of 2003 recs.
	Achieved 56%

(71 of 131)


	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999 
Actual Level
	FY 2000 
Actual Level
	FY 2001 
Actual Level
	FY 2002 

Actual Level 
	FY 2003
Actual Levels
	FY 2004 
Target Level
	FY 2004 
Actual Level

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

	44 
	33 
	41
	46
	45 investigations will be completed


	42

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


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



Significant Accomplishments

In FY 2004, the OIG worked to optimize the use of funds appropriated for DOL training and employment programs by enhancing program performance and accountability. We also identified abuses of DOL labor certification programs. 

H-2A Program Requires Stronger Monitoring

The OIG evaluated use of the H-2A temporary agricultural labor certification program in 2001 by a growers’ association that hired about one third of H-2A workers admitted that year. Among our findings were that the association did not accurately report worker abandonments and that about 50% of workers, whose whereabouts were unknown, had abandoned their jobs. As a result, we recommended that the Employment and Training Administration implement a plan to stringently monitor the association’s use of the program. 

Permanent Foreign Labor Certification Program Workload Could Lead to Certification of Applications That Should Be Denied

We audited DOL’s Permanent Foreign Labor Certification program to determine how the program workload was affected by a December 2000 amendment to the Immigration and Nationality Act. This provision allowed the submission of foreign labor certification applications for alien workers already in the US. During the four months it was in effect, we estimate the amendment resulted in more than a quarter million applications, creating a large processing backlog. 

The OIG is concerned that in eliminating the backlog, many applications that should be denied are being certified. We found significant problems in both pending and certified applications, including that 69% of applications were misrepresented and/or incomplete. We recommended improvements, including the verification of employer’s current in-business status before granting certifications, which ETA is taking steps to implement. 

Labor Broker Gets Nearly 16-year Prison Sentence
In March 2004, the owner of an immigration agency was sentenced to nearly 16 years in prison after being found guilty in 2003 of immigration and bank fraud. A joint investigation found that he filed dozens of applications for labor certifications that contained false information. The applications claimed he owned businesses that were actually shell corporations created to obtain green cards under false pretenses. 

Immigration Attorney Pleads Guilty in Visa Fraud Scheme

In April 2004, an immigration attorney pled guilty to charges of conspiracy, visa fraud, and money laundering. He conspired with local businesses to file hundreds of fraudulent labor certification applications with DOL and alien petitions with the Bureau of U.S. Citizenship and Immigration Services. He used schemes including filing for nonexistent aliens, paying businesses to file for aliens they did not intend to hire, and filing applications on behalf of businesses without their knowledge. Nine business owners involved pled guilty to visa fraud.
Guilty Plea for Defendants with Ties to Organized Crime 

In January 2004, five individuals with ties to a Russian organized crime group pled guilty to charges of conspiracy to commit visa fraud and misuse of government visas. This case resulted from joint investigations into Russian organized crime and the smuggling of illegal aliens into the United States using the H-1B program. The defendants’ scheme used fictitious companies, falsified computer-generated visas, and false Social Security cards to help illegal aliens, some of whom were organized crime associates, obtain H-1B status.

Ohio WIA Program Not in Compliance

An OIG audit of Ohio’s implementation of the Workforce Investment Act from July 2000 through June 2002 found that Ohio’s WIA program was not fully implemented or in compliance with program requirements. We found Ohio had not complied with over 50% of WIA provisions ETA considers critical to states’ implementation, which resulted in inaccurate accounting and time reporting, unreliable participant activity reporting, and inefficient delivery of services. In addition, Ohio had not completed corrective action on concerns raised by ETA during a 2001 review. 

$1.9 Million Questioned in Audit of VETS Grantee

The Homeless Veteran’s Reintegration Program (HVRP) grants fund a range of services to help homeless veterans obtain jobs. An OIG audit of an HVRP grantee in New Mexico questioned over $1.9 million in charges to HVRP grants due to inadequate financial management and internal controls, such as commingling funds without proper tracking. DOL terminated the grant at our recommendation. 
More Than $8 Million Questioned in Audit of Florida Grant 

The OIG conducted a performance audit of a $19.8 million Welfare-to-Work formula grant provided to the South Florida Workforce Board. We found that the Board could not account for $4.2 million in unauthorized cash drawdowns and had awarded contracts that did not comply with Federal competition requirements. The Board also failed to meet Federal matching requirements and it could not verify more than $1.9 million of in-kind contributions. It also submitted participant data that were inaccurate and unreliable. The OIG questioned a total of $8.4 million in related costs. 

Inadequate Monitoring of Job Corps Student Outcome Data Could Lead to Overpayments

During an OIG audit of Job Corps’ process for ensuring that student performance outcome data reported by contractors are reliable, we identified a significant management control weakness. Job Corps staff in at least three offices did not test the accuracy and completeness of performance data during on-site assessments they conducted, contrary to ETA program guidance. Failure to validate the reported data could result in overpayments to center operators. Among our recommendations were that ETA ensure that data are tested during on-site reviews using statistical sampling and recover any overpayments made to the center operator due to misreported student performance data. ETA agreed with our findings. 

	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 Level
	FY 2000 

Actual Level
	FY 2001 

Actual Level
	FY 2002 
Actual Level 
	FY 2003 
Actual Level 
	FY 2004 
Target Level 
	FY 2004 
Actual Level

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

	OIG Audits(14

Single Audits(15
	OIG Audits(16 

Single Audits(2
	OIG Audits(12
	OIG Audits(12

Single Audits(4
	28 audits will be completed


	OIG audits(22

Single Audits(2 

	Provide program evaluation services and technical assistance
	1
	3
	2 
	0 
	2 
	0
	4 program evaluations 
	1 evaluation

	Work with DOL management to resolve audit recommendations

(% of recommendations resolved)
	1998=32
	Achieved 84% 

(29 of 32)
	Achieved 100%

(32 of 32)
	Goal Achieved in FY 2000
	
	
	
	

	
	1999=32
	
	Achieved 94%

(30 of 32)
	Achieved 100%

(32 of 32)
	Achieved in 
FY 2001
	
	
	

	
	2000=89
	
	
	Achieved 51%

(45 of 89 )
	Achieved 82% 

(73 of 89 )
	Achieved 86% 

(77 of 89)
	Achieve 95%
of 2000 recs. 
	Achieved 88%

(78 or 89)

	
	2001=73
	
	
	
	Achieved 75% 

(55 of 73)
	Achieved 89% 

(65 of 73)
	Achieve 95%  
of 2001 recs.
	Achieved 100%

(73 of 73)

	
	2002=47
	
	
	
	
	Achieved 28% 

(13 of 47)
	Achieve 95% 
of 2002 recs. 
	Achieved 32%

(15 of 74)

	
	2003=144
	
	
	
	
	
	Achieve 97%  
of 2003 recs.
	Achieved 53%

 (77 0f 144)

	Work with DOL management to ensure implementation of audit recommendations

(% of recommendations implemented)
	1998=32
	Achieved 72% 

(23 of 32)
	Achieved 94%

(30 of 32)
	Achieved 97%

(31 of 32)
	Achieved 100% 
	Achieved in 
FY 2002
	
	

	
	1999=32
	
	Achieved 31%
 (10 of 32)
	Achieved 41% (13 of 32)
	Achieved 100% (32 of 32)
	Achieved in FY 2002 
	
	

	
	2000=89
	
	
	Achieved 38%

(34 of 89)
	Achieved 67% 

(60 of 89) 
	Achieve 72% 
(64 of 89)
	Achieve 85% 
of 2000 recs. 
	Achieved 74%

(66 of 89)

	
	2001=73
	
	
	
	Achieved 31%
(23 of 73) 
	Achieved 40%(27 of 73)
	Achieve 80% 
of 2001 recs. 
	Achieved 42%

(31 of 73)

	
	2002=47


	
	
	
	
	Achieved 19%
(9 of 47)
	Achieve 75%  
of 2002 recs.
	Achieved 23%

(11 of 47)

	
	2003=144
	
	
	
	
	
	Achieve 50%  
of 2003 recs.
	Achieved 11%
 (16 of 144)


	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999
Actual Level
	FY 2000 

Actual Level
	FY 2001 

Actual Level
	FY 2002 
Actual Level 
	FY 2003 
Actual Level 
	FY 2004 
Target Level 
	FY 2004 
Actual Level

	Conduct investigations into allegations of fraud against DOL worker benefit programs
	210
	363

	302 
	249 
	357
	238
	240 investigations will be completed
	222

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

(111 cases)
	95%

(151 cases
)
	96% 

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

(121 cases)
	91% 

Increased by 16% over 1998 base, the # of cases resulting in successful civil/admin action
(129 cases)
	96%

Increased by 17% over 1998 base, the # of cases resulting in successful civil/admin action (130 cases)
	98%

Increased by 0% over 1998 base, the # of cases resulting in successful civil/admin action
(110 cases)
	Convictions will be achieved for at least 80% of cases that led to indictment

Cases resulting in successful civil/ admin action (115 cases)
	90%

(82 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. 

Improper Florida Disaster Unemployment Assistance (DUA)

Estimated at $1.67 Million
Under the DUA program, states receive Federal Emergency Management Agency (FEMA) grants to provide benefits to individuals who become unemployed as a result of a major disaster and who are not eligible for regular state Unemployment Insurance. DOL administers the grants. In February 2001, Florida received a DUA grant following a major disaster. At FEMA’s request, the OIG audited $3 million in claims charged to the grant. We found that Florida improperly applied eligibility and filing guidelines, resulting in payments to claimants who did not apply for benefits in a timely manner, were not unemployed due to the disaster, were not required to show continuing eligibility, or were paid because of administrative errors. We estimate that the total amount of improper payments was at least $1.67 million. 

Defendant Sentenced in Identity Theft Ring 
In January 2004, a defendant was sentenced to five years’ probation and was ordered to pay more than $75,000 in restitution for his role in a multistate Unemployment Insurance identity theft ring. He was 1 of 10 subjects in this multimillion-dollar UI case, 7 of whom have pled guilty. The group defrauded the states of California, Arizona, Nevada, and Washington by filing false UI claims using stolen identities. 

Federal Employees’ Compensation Act Fraud 

The FECA program provides wage replacement benefits, medical treatment, and other benefits to individuals who experience work-related injuries or occupational diseases, and their dependents. We continue to identify claimant fraud involving the concealment or false reporting of employment and income by a FECA recipient, and fraud by medical providers. As the result of OIG FECA cases in first half of FY 2004:

· A medical provider pled guilty and agreed to pay $8 million in restitution.

· Physicians agreed to a $2.65 million settlement for an overbilling scheme. 

· A former postal worker was sentenced after pleading guilty to making false statements to obtain FECA benefits. 

EBSA Needs Additional Authority to Improve the Quality of Employee Benefit Plan Audits

The Employee Retirement Income Security Act (ERISA) requires that most large employee benefit plans obtain an annual audit of their financial statements. The OIG audited the process used by EBSA to identify and correct substandard audits of employee benefit plans. The quality and scope of these audits, which help protect the interest of beneficiaries, have been long-standing concerns of the OIG. Although EBSA had made efforts to correct substandard audits, the process for identifying and correcting substandard employee benefit plan audits was not effective. The OIG found that EBSA does not have the authority to take direct action against auditors who perform substandard audits. We recommended that EBSA propose changes to ERISA to grant it greater enforcement authority over such matters as registration, suspension, debarment, and civil penalties against employee benefit plan auditors. 

Union Attorney and Associate Plead Guilty to Bribery Charges

During this period, an attorney for the Indiana Regional Council of Carpenters and a real estate broker pled guilty to charges of accepting and making bribe payments to influence the operations of an ERISA employee benefit plan. The attorney admitted to accepting $200,000 in illegal kickbacks from the broker. The two then facilitated the payment of $65,000 in illegal kickbacks to an individual who was the secretary-treasurer of the Regional Council and former trustee of the Northwest District Council of Carpenters’ Pension Fund. The payments were made in conjunction with the Pension Fund’s $10 million purchase of 55 acres of land in 1999. As one of the plan trustees, the secretary-treasurer cast the deciding vote authorizing the purchase.

Use of New-Hire Data Could Generate Significant Savings in Unemployment Insurance Program

In September 2004, an OIG audit found that 12 states were still not using state new hire data to detect Unemployment Insurance (UI) overpayments. This followed a 2003 OIG audit that recommended reducing UI overpayments by expanding states’ use of new-hire data, which we estimated would save the Unemployment Trust Fund $428 million annually. The recent audit found that states can reduce overpayments by investigating leads developed from new-hire information before a claimant’s eligibility has been exhausted. It recommended that state UI programs increase their use of new-hire data to detect UI claimants who have returned to work but are still collecting UI benefits, a measure we continue to believe would generate significant savings. Among our other recommendations were that DOL encourage states to use the National Directory of New Hires, which recent legislation made available to State Workforce Agencies, to expand overpayment detection. ETA agreed with these recommendations. 

$59 Million in Restitution Ordered in Identity Theft Scheme

As the result of an OIG investigation, two individuals were each sentenced to five years’ incarceration and three years’ probation and were ordered to jointly pay nearly $59 million in restitution for their roles in a UI identity theft conspiracy group. The investigation revealed that the group controlled more than 4,000 check-mailing addresses, from California to Mexico. These mailing addresses were used to collect fraudulent UI checks issued by four states using 10,000 stolen identities. 

Guilty Plea in Fictitious Employer Scheme

In September 2004, an individual pled guilty in connection with a fictitious employer scheme that allowed him to draw approximately $330,000 in UI, state workers’ compensation, and Social Security disability benefits. From 1995 to 2003, he created four fictitious employers and reported wages for himself and others on quarterly tax reports. 

ETA’s Real Property Inventory in Four States Understated Equity by $30 Million 

The OIG conducted an audit in 2004 to assess ETA’s management controls over Federal equity in State Workforce Agencies’ (SWAs) real property. We found that ETA still had not established adequate management controls over accounting for the Department’s equity interest in SWAs’ real properties. Specifically, ETA’s inventory of SWA property was neither accurate nor complete, and ETA did not ensure the states properly handled the proceeds from disposing of SWA properties with DOL equity. 

Based on our audit of 4 states, as of September 30, 2001, we identified 61 properties for which ETA’s real property inventory understated DOL’s equity by a net $30.2 million. We recommended ETA implement controls over data validity and reliability and monitor states’ compliance with requirements on their use of the proceeds from SWA real property dispositions. ETA generally agreed with the audit report but did not address our specific recommendations.

	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 Level
	FY 2000
Actual Level
	FY 2001
Actual Level
	FY 2002
Actual Levels 
	FY 2003 

Actual Level 
	FY 2004 
Target Level
	FY 2004

Actual  Level

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

Consultation & 
Assistance-4
	OIG Audits(2 
	OIG Audits(10 
	OIG Audits(7
	OIG Audits(4

	OIG Audits(4
	8 audits will be completed


	6

	Provide program evaluation services and technical assistance
	4
	3
	4 
	6 
	0
	0
	3 program evaluations 
	0

	Work with DOL management to resolve audit recommendations

(% of recommendations resolved) 
	1998=8
	Achieved 100% 
	 Achieved in 
FY 1999
	
	
	
	
	

	
	1999=0
	
	None to resolve
	
	
	
	
	

	
	2000=16
	
	
	Achieved 100%
	Achieved in 
FY 2001
	
	
	

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

	
	2002=15
	
	
	
	
	Achieved 100% 
	Achieved in 
FY 2003
	

	
	2003=83
	
	
	
	
	
	Achieve 75% 
of 2003 recs. 
	Achieved 89% (74 of 83)


	Work with DOL management to ensure implementation of audit recommendations

(% of recommendations implemented)
	1998=8
	Achieved 13% 
	Achieved 50% 

(4 of 8)

	Achieved 50%

(4 of 8) 
	Achieved 50% 

(4 of 8) 
	Achieved 62%

(5 of 8)
	Achieve 99%  
of 1999 recs.
	Achieved 62% 
(5 of 8)

	
	1999=0
	
	None to resolve
	
	
	
	
	

	
	2000=16
	
	
	Achieved 88% 

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

(14 of 16)
	Achieve 85%  
of 2000 recs.
	Achieved 87.5% 

(14 of 16)

	
	2001=40
	
	
	
	Achieved 0%
(0 of 40)
	Achieved 0%
(0 of 40)
	Achieve 80%. 
of 2001 recs.
	Achieved 0%


	
	2002=15
	
	
	
	
	Achieved 0%
	Achieve 75% 
of 2002 recs.
	Achieved 0%


	
	2003=83
	
	
	
	
	
	Achieve 50% 
of 2003 recs. 
	Achieved 57%
(47 of 83)


	Annual Performance

Goals/Objectives
	Baseline Data

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

Actual Level 
	FY 2004 
Target Level
	FY 2004

Actual Level

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

	11
	5
	11 investigations will be completed
	13

	Produce quality investigations that result in convictions (conviction rate for cases that resulted in indictment)
	100%
	100%
	100%
	100%
	100%
	100%
	Convictions will be achieved for 
at least 80% of cases that resulted in indictment
	83%


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. 

Concerns Persist about Prevailing Wage Determination 

Process Despite $22 Million Investment. 

The OIG conducted a follow-up audit to determine progress made by DOL to address past OIG and GAO recommendations about data inaccuracies and weaknesses in Davis-Bacon prevailing wage determination procedures. Based on findings, the OIG is concerned that the $22 million spent by DOL since 1997 to reengineer the wage survey process has resulted in limited improvements and that problems persist. 

We found that wage and fringe benefit data supplied to DOL and used in surveys continue to have inaccuracies. Because surveys are returned by companies, unions, and others that voluntarily submit wage data, there is the potential for bias. Moreover, prevailing wage decisions developed from the data are not timely. We recommended DOL move to a statistically valid approach, such as that used by the Department’s Bureau of Labor Statistics, to collect the data upon which Davis-Bacon wage determinations are based. 

Contractor Forfeits $5 million in Wage Fraud Scheme 

An owner of a New York construction company pled guilty to structuring cash withdrawals from a bank account to hide his failure to pay workers the prevailing wage on federally funded contracts. He agreed to forfeit $5 million to the government. The owner had been awarded contracts by the New York City Housing Authority, including a contract to renovate all bathrooms and kitchens in housing projects. This contract was funded chiefly by the Department of Housing and Urban Development and thus subject to Federal prevailing wage requirements under the Davis-Bacon Act.

Anthrax Decontamination Subcontractor to Pay Nearly $1.4 million

A subcontractor hired to clean anthrax from a New York postal service center was sentenced to 30 months in prison and 3 years’ probation and was ordered to pay nearly $1.4 million in restitution. He pled guilty to mail fraud and false statements charges in August 2003 for falsifying the training records of approximately 37 workers hired to clean anthrax from the center. OSHA regulations require that workers have hazardous material training; however, the investigation found that the workers were not properly trained. Moreover, the subcontractor provided false statements to an OSHA inspector by advising that the workers were trained. The prime contractor eventually cleaned the center.

Defendant Pleads Guilty to Health Care Fraud

In September 2004, the president of Interstate Services Incorporated (ISI) pled guilty to charges of health care fraud, mail fraud, money laundering, and orchestrating a health insurance scheme in which he defrauded thousands of people who purchased health insurance plans from ISI. He promised that 30% of the premiums collected would go into trust accounts at a bank and the rest would be used to purchase a group health insurance policy from an established, highly rated insurance company. However, ISI’s president used the money to pay his personal expenses and to pay commissions to the promoters of the scheme. 

OSHA Needs to Adopt Best Practices to Minimize Risks in System Development Efforts

An OIG audit identified project management weaknesses in OSHA’s redesign of its Integrated Management Information System (IMIS), a mission-critical data system that collects information required to manage OSHA. Since its initiation in 1995, the redesign project has experienced procurement and contract performance problems. Its planned cost, initially estimated at $2 million, was revised to $8.5 million in 2000 and to $12.6 million in 2002.

We found that the system’s project management plan did not cover the entire redesign, that uncertain funding increased project risk, and that the project manager lacked critical knowledge and experience. During our audit fieldwork, OMB withdrew $4 million in funding for the redesign, and OSHA has since suspended the redesign effort. We made several recommendations that should enable OSHA to minimize future risks in its systems development. OSHA agreed with our recommendations.

	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 Level
	FY 2000 

Actual Level
	FY 2001 

Actual Level
	FY 2002 

Actual Level
	FY 2003 
Actual Level
	FY 2004 

Target Level 
	FY 2004 

Actual Level

	Conduct audits and provide technical assistance regarding DOL financial and IT 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
	OIG Audits(14

Single Audits(18
	18 audits/consults

10 additional IT audits

with crosscut
	OIG Audits(27

Single(23

	Provide program evaluation services and technical assistance
	2
	0
	3
	0

	7
	2
	7 program evaluations will be completed
	

	Work with DOL management to resolve audit recommendations

(%of recommendations resolved)
	1998=49
	Achieved 76%

(37 of 49)
	Achieved 78%

(38 of 49)

	Achieved 96%

(47 of 49)
	Achieved in 
FY 2001
	
	
	

	
	1999=78
	
	Achieved 64%

(50 of 78)

	Achieved 72%

(56 of 78)
	Achieved 82%
(64 of 78)
	Achieved 100%
	Achieved in 2003
	

	
	2000=66
	
	
	Achieved 94%

(62 of 66)
	Achieve 86%

	Achieved 94%
(62 of 66)
	Achieve 99% 
of 2000 recs.
	Achieved 94%
(62 of 66)

	
	2001=97
	
	
	
	Achieved 86%
(84 of 97)
	Achieved 93% 
(90 of 97)
	Achieve 95% 
of 2001 recs.
	Achieved 100%

	
	2002=138


	
	
	
	
	Achieved 69%
(96 of 138)
	Achieve 90% 
of 2002 recs.
	Achieved 91% (126 of 138)

	
	2003-323
	
	
	
	
	
	Achieve 75% 
of 2003 recs.
	Achieved 96% (310 of 323)

	Work with DOL to ensure implementation of audit recommendations

(% of recommendations implemented)
	1998=49
	Achieved 33%

(16 of 49)
	Achieved 47%

(23 of 49)

	Achieved 61%

(30 of 49)
	Achieved 82%

(40 of 49)
	Achieved 88%

(43 of 49)
	Achieve 99% 
of 1998 recs.
	Achieved 88%
(43 of 49)

	
	1999=78
	
	Achieved 32%

(25 of 78)

	Achieved 38%

(30 of 78)
	Achieved 73%

(57 of 78)
	Achieved 93%

(73 of 78)
	Achieve 95% 
of 1999 recs.
	Achieved 93.5% (73 of 78)

	
	2000=66
	
	
	Achieved 24%

(16 of 66)
	Achieved 68%

(45 of 66)
	Achieved 77%

(51 of 66)
	Achieve 85%
of 2000 recs.
	Achieved 77% 
(51 of 66)

	
	2001=97
	
	
	
	Achieved 22%

(21 of 97)
	Achieved 27% 

(26 of 97)
	Achieve 80%  
of 2001 recs.
	Achieved 36%
 (35 of 97)

	
	2002=138
	
	
	
	
	Achieved 25% 

(35 of 138)
	Achieve 75%  
of 2002 recs.
	Achieved 48% 
(66 of 138)

	
	2003=323
	
	
	
	
	
	Achieve 50% 
of 2003 recs.
	Achieved 58% (188 of 323)

	Annual Performance

Goals/Objectives
	Baseline Data

FY 1998
	FY 1999 

Actual Level
	FY 2000 

Actual Level
	FY 2001 

Actual Level
	FY 2002 

Actual Level
	FY 2003 
Actual Level
	FY 2004 
Target Level 
	FY 2004 

Actual Level

	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
	
	
	

	
	1999=107
	N/A
	Achieved 57% 

(61 of 107)
	Achieved 73% (78 of 107)
	Achieved 79% (85 of 107) 
	Achieved 100% (107 of 107)
	Goal Achieved in FY 2003
	

	
	2000=110
	
	
	Achieved 65%

(71 of 110)
	Achieved 82%
(90 of 100)
	Achieved 87%

(96 of 110)
	Achieve 75% 
	Achieved 100% 

	
	2001=85
	
	
	
	Achieved 49%
(42 of 85)
	Achieved 63 % 

(54 of 85)
	Achieve 65% 
	Achieved 89% 
(76 of 85)

	
	2002=103


	
	
	
	
	Achieved 81%
(84 of 103)
	Achieve 60% 
	Achieved 92% 
(95 of 103)

	
	2003=89
	
	
	
	
	
	Achieve 50% 
	Achieved 83% 

	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
	7.5 days
	Evaluate and initiate action within 3 days
	5

	Increase OIG cases accepted for enforcement action
	335

	296
	314
	369
	373
	338
	340 cases will be accepted for enforcement action
	313

	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)
	100% 

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

 (19 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%

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.

DOL’s Financial Statements.

The OIG issued an unqualified opinion on DOL’s FY 2003 consolidated financial statements. Our audit disclosed that DOL substantially complied with the Federal Financial Management Improvement Act (FFMIA), except for applicable Federal accounting standards concerning implementation of managerial cost accounting. The Department has developed a plan to implement managerial cost accounting. Our report on DOL’s internal control over financial reporting noted two new reportable conditions. 1) Job Corps real property requires better tracking and controls to ensure it is safeguarded and accurately reported and the 2) FECA program has inadequate procedures for obtaining and reviewing medical evidence used to determine continuing eligibility, which increase the risk of improper payments. 

Progress Made on IT Security 

The OIG assessed IT general controls on and security of selected DOL IT systems that support the preparation of DOL’s financial statements. We found that DOL had made progress in resolving previous IT controls findings. We noted three reportable conditions. We also identified general controls findings and recommendations, most of which have been resolved. We found that DOL lacked strong logical security controls to secure its data and information and had not performed comprehensive tests of all continuity of operations/recovery plans for critical systems and processes. The Chief Information Officer concurred with our findings and outlined a plan to address outstanding recommendations. 

e-Payroll Conversion Concerns Persist

Under the e-Payroll initiative designed to consolidate Federal civilian payroll services, DOL’s payroll processing will migrate to the National Finance Center. The OIG is conducting an ongoing audit to determine whether the e-Payroll project is being effectively managed by DOL. Three interim reports issued by OIG identified vulnerabilities in the management of the payroll migration that may impede the success of this project. The original date of implementation of e-Payroll was September 30, 2004. Soon after the close of the fiscal year, the Department postponed implementation. 

The third of OIG’s interim reports, issued in August 2004, recommended DOL delay its decision on implementation of e-Payroll to address outstanding issues the report identified. For example: 

· 
Thousands of errors remained to be corrected in employee records and incorrect data is being used to test the system.

· 
There is no adequate, finalized, and approved process in place to support DOL’s decision to move forward with implementation.

· 
There are still unanswered questions as to the effectiveness of user training and whether it provides adequate information on the system’s features and functions. 

High Risk Control Findings Cited in Audits of DOL Computer Systems 

The OIG conducted a number of information technology (IT) security audits during the second half of FY 2004. Through these audits, we found improvements in the agencies’ security and controls over their IT resources. However, we also identified several high-risk control findings that need to be addressed. For example, one system’s security policies and processes were not consistently enforced, and another system did not provide detailed descriptions of the threats, vulnerabilities, and risks found. The OIG recommended that each agency take appropriate corrective actions on the security control findings identified. The agencies generally agreed with our findings and recommendations.

	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 Level
	FY 2000
Actual Level
	FY 2001
Actual Level
	FY 2002 

Actual Level
	FY 2003 

Actual Level
	FY 2004 Target Level
	FY 2004 Actual Level

	Conduct investigations of organized crime influence and labor racketeering in the workplace
	139

investigations
	115
	103
	109
	132
	144

investigations
	130 Investigations will be completed

Case inventory will be increased by 60 cases
(with initiative)
	115

43


	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
	Achieved a case inventory of 18 investigations
	
	

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


	93%
	90%
	86%


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


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 follow. 

Union’s International President Pleads Guilty to Rico Charges 

The international president of the United Transportation Union (UTU) pled guilty to labor racketeering conspiracy charges in a scheme to 

extort bribes from attorneys in exchange for becoming or remaining designated legal counsel (DLC), a highly coveted position for attorneys 

who practice Federal Employers’ Liability Act cases. He was ordered to forfeit $100,000 and agreed to resign as international president following his conviction. He admitted that he and the retired president, who pled guilty on related charges, used their positions to direct two UTU officials to solicit and collect over $525,000 in cash payments from 34 DLCs. The cash was then used for their campaigns and other special projects.

Former Investment Manager Sentenced for Embezzlement 

The former manager of plan investments for Keyspan Energy Corporation was sentenced to one year’s incarceration and three years’ probation and was ordered to pay $250,000 in restitution to Keyspan’s Pension Plan. The plan manager pled guilty in November 2002 to embezzling $250,000 in retirement fund assets through a double- and triple-billing scheme. 


Defendant Ordered to Pay More than $215,000

The founder of Global Consolidated Employee Association (GCEA), a

multiple employer welfare arrangement, was sentenced to 40 months’

imprisonment and 3 years’ probation and was ordered to pay more than

$215,000 in restitution. He pled guilty in September 2003 to embezzling

from the Uni-Med Health Plan, a fraudulent health plan affiliated with GCEA. The investigation found that he used plan premiums to pay personal expenses. A cease and desist order was issued by the Georgia State Insurance Commissioner, which effectively prohibits GCEA and Uni-Med from conducting any further business.

Civil Rico Agreement Enacted to Deter Organized Crime 

In December 2003, Plumbers’ Union Local 1 entered into a civil RICO

agreement aimed at deterring corruption and criminal influence over Local 1 by organized crime and to preserve Local 1’s integrity and effectiveness while representing its membership. This agreement is the result of several investigations that found that corrupt Local 1 business agents were accepting bribes from union contractors as part of a conspiracy to circumvent their collective bargaining agreements. The business agents were involved in an extortion ring controlled by the Colombo crime family.

Union President to pay more than $1 million in Restitution

The United Teachers of Dade (UTD) union president was sentenced for

misappropriation of UTD funds and making false statements on his Federal income tax returns. He used the UTD funds for personal benefit. He was sentenced to 27 months’ imprisonment and 2 years’ probation and was ordered to pay more than $1 million in restitution.

Former Union President Sentenced for Embezzlement Scheme

In May 2004, a former president of the International Longshoremen’s Association Local 1588 was sentenced to six months’ home confinement and three years’ probation and is jointly responsible for paying approximately $900,000 in restitution. He and his co-defendants, who were previously sentenced, conspired to embezzle thousands of dollars of Local 1588 funds. They were charged with generating improper disbursements from Local 1588 through an elaborate salary diversion scheme that involved kickbacks from service providers. 

Union President Convicted of Racketeering Charges

In June 2004, the president of the National Federation of Public and Private Employees and his sister, a former administrative assistant to the union, were convicted on charges including RICO violations and embezzlement of union assets. The investigation found that from 1994 to 2003, the president received almost $500,000 from various employers while simultaneously representing the interests of the Federation and a maritime labor union. Additionally, the former administrative assistant embezzled more than $116,000 from the Federation by issuing unauthorized payroll checks. The two also falsified travel and entertainment expense reports.

Sentencing of Employee Establishes Precedent

In June 2004, an employee of Toyota Motor Manufacturing of Kentucky, was sentenced to two years’ incarceration and two years’ probation for violating the Taft-Hartley Act. This sentence and its indictment are significant in that they reflect a prosecution under the Taft-Hartley Act, whereby prohibited employer payments are not limited to those received by employee representatives, a labor organization, or the officers or employees of labor organizations. Prohibited payments also extend to payments to any of the employer’s employees in excess of normal compensation for the purpose of causing the employee to influence other employees in the exercise of their rights to organize and bargain collectively with the employer. 

The employee actively led and participated in organizing attempts at the Toyota plan, despite never being officially elected or identified by his fellow employees as their representative and never being officially connected to or recognized by the United Auto Workers as a union representative. He attempted to force Toyota to pay him $650,000 in exchange for his promise to cease and combat union organizing attempts at Toyota and to influence other employees from actively attempting to organize the plant. 

Union Member Pleads Guilty to Racketeering Conspiracy 

In June 2004 a member of Laborers International Union of North America Local 91, pled guilty to RICO conspiracy charges for his participation with other union members in a violent scheme to extort businesses of their right to hire and retain workers of their choice at construction projects in Niagara County, New York. The investigation found that since 1996 high-ranking officers of Local 91, including the business manager, president, and retired past president, directed union members whose principal objective was to force employers to hire workers selected by the defendants.

Strategic Goals and the FY 2004 Budget 

For FY 2004, the OIG’s total budget was $65,677,000. This amount reflects a $485,000 rescission as well as reductions from the OIG’s budget request level taken during congressional action on appropriations legislation. The total difference between the OIG’s request of $67,133,000 and our actual FY 2004 budget was $1,367,000. Hence, while performance targets included in the budget request were based upon the higher funding level, the OIG actually had $1.3 million less to achieve our stated performance goals. 

Among the work impacted by the lower funding level was the anticipated increase in staff and case inventory planned in connection with a labor racketeering initiative. 

Data Included in the Report 

The performance data included in this report is actual, as opposed to projected, whole year FY 2004 data. Data used to measure audit recommendations resolved or implemented, cases accepted for enforcement action, and convictions obtained is largely obtained from DOL agencies or the Department of Justice. Verification of data is conducted by the individual components of the OIG to ensure the accuracy. Data on fines, penalties, and restitutions is based on court-ordered, expected monetary recoveries.

Specific program information entered into two OIG electronic tracking systems goes through review by operating office managers prior to being entered into the system. During input into the system, the data undergoes additional checks by the system to ensure only valid codes are included for each data element and any illogical relationships between data elements are highlighted for resolution by the operating office managers. The office of audit periodically distributes AIRS reports to agency liaisons for reconciliation with their own records of audit resolution and closure activities. Any discrepancies are noted and resolved by both OIG and agency staff.
Program Evaluations 

During FY 2004, the OIG underwent two quality assurance reviews by the President’s Council on Integrity and Efficiency (PCIE). The PCIE is comprised of Presidentially-appointed IGs across government and chaired by OMB’s Deputy Director for Management. These quality reviews are commonly called peer reviews, because they are conducted by other IGs. Both reviews resulted in unqualified opinions, which is a desirable result meaning there were no significant compliance problems, as described below. 

The Treasury Department’s Inspector General for Tax Administration conducted the peer review of the OIG’s system of internal safeguards and management procedures for our investigative function for the period ending June 2004. The review involved sampling 30 case files representing a majority of the types of issues investigated by the DOL OIG. The review did not uncover any reportable findings. It resulted in an opinion that OIG’s system of internal safeguards and management procedures was in full compliance with quality standards established by the PCIE and by the Attorney General for OIGs with statutory law enforcement authority. The reviewer concluded that these safeguards and procedures provide reasonable assurance of the OIG conforming with professional standards in the conduct of its investigations. 

The Department of Agriculture Inspector General conducted the external peer review of the system of quality control for the OIG’s audit function for the year ending March 31, 2003. The peer review included the review of eleven performance audits, the DOL consolidated financial statement audit for fiscal years 2001/2002, and two internal OIG quality assurance reviews. In the opinion of the reviewer, the system of quality control of our audit function was designed in accordance with PCIE quality standards, was being complied with for the period in question, and provided a reasonable assurance of material compliance with professional auditing standards in the conduct of OIG audits. 

� Seventy-one additional investigations not covered by our strategic plan/goals were also conducted. Examples of these include employee misconduct cases, non-safety related OSHA and MSHA cases, ESA cases not related to the Davis Bacon Act or Foreign Labor Certification, and other program fraud investigations. 


� 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. 








� 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”, had 19 recommendations for actions to be taken by State Employment Security Agencies to improve the UI benefit/wage crossmatch overpayment detection system. Recommendations remained open until the OIG received documentation confirming State implementation. 


� Recommendations in this category relate primarily to IT security work on which corrective action has not yet been fully implemented. 


� 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 were implemented by FY 2002, MSHA officials state actions on the remaining four were scheduled for completion by December 2003.


� All recommendations relate to IT work. They have been resolved, and corrective action has been agreed upon, but not fully implemented. 


� All 15 recommendations have been resolved and corrective action agreed to. However, the corrective action has not been fully implemented. 


� 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 was subsequently hired. 





� In FY 2001, the OIG began evaluations of two agencies= use of travel cards. We expanded our work to two more agencies to obtain a broader view of card use and issued the reports 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.


�This includes IT security related recommendations resolved but not implemented, and financial statement recommendations to be addressed during the current financial statement audit. 


� 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.


� Anticipated hiring under the initiative was not done due to financial constraints. See page 22 on Strategic Goals and the FY 2004 budget. 
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