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STATES of P~®

From the Inspector General

Report to Congress for the 6-month period ending September 30, 2007. I commend the dedicated

efforts of DOT OIG staff in promoting the economy and efficiency of DOT programs and operations
and in preventing, detecting, and deterring fraud, waste and abuse. The audits and investigations
highlighted in this report clearly reflect the breadth and quality of our work, as well as the value our
products and services bring to DOT, Congress and the public.

I am pleased to present the Department of Transportation Office of Inspector General’s Semiannual

Our audit activities addressed such issues as improving airline customer service, assessing DOT
preparations for granting Mexican trucks the authority to operate in the U.S., quantifying the growth
in highway construction and maintenance costs, and identifying information security weaknesses.
Our investigative activities involved matters as diverse as selling fraudulent aircraft parts, falsifying
airman medical certificates, rigging bids and falsifying records on highway projects, using substandard
construction materials, and illegally transporting hazardous materials.

This semiannual period culminated with the issuance of 38 audit reports and 95 recommendations
having a financial impact totaling about $38,275,000. In addition, our investigative work resulted in

64 convictions and a total of $122,311,180 in fines, restitutions and recoveries We also testified before
Congress on 14 occasions primarily on the safety of our nation’s transportation system, including aviation,
highway, motor carrier, and railroad safety.

I would also like to express my gratitude to Secretary Peters, Deputy Secretary Barrett, the modal
administrators, and Members and staff of Congress for their support during the past six months. DOT
OIG will continue to work with all our stakeholders to find solutions to complex transportation issues and
ensure that the American taxpayers’ dollars expended by DOT are well-spent and well-managed.

@«ZL’EM- [ V&AN DZ/EI—_

Calvin L. Scovel IIT
Inspector General

Letter from the Inspector General v
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Audits and Investigations

Aviation

IN FOCUS: CHALLENGES REMAIN TO IMPROVE AIRLINE CUSTOMER SERVICE AND
MINIMIZE DELAYS

Figure 1. Percent of Flights Delayed, Cancelled,
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Not only are there more delays, but also longer
delay durations. Figure 2 illustrates the average
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Audits and Investigations (continued)

flight arrival times from 2000 to 2007. Based on
the first 7 months of 2007, of those flights arriving
late, passengers experienced a record-breaking
average flight arrival delay of 57 minutes, up nearly
3 minutes from 2006.

Figure 2. Average Length of Arrival Delays
for Years 2000 to 2007
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Also, for the same period, more than 54,000

flights affecting nearly 3.7 million passengers
experienced taxi-in and taxi-out times of

1 to 5 hours, compared to 45,993 flights for all of
peak-year 2000—the previous peak year for delays.
The table below shows the number of flights with
on-board tarmac delays of 1 to 5 hours or more
from January through July for 2006 and 2007.

Table 1. Number of Flights With Long, On-Board Tarmac
Delays of 1 to 5+ Hours January Through June of 2006
and 2007

Time Period 2006 2007 % Change

1-2 Hrs. 33,438 47,558 42.23
2-3 Hrs. 3,781 5213 37.87
3-4 Hrs. 710 1,025 4437
4-5 Hrs. 120 189 57.50
5o0r> Hrs. 27 44 62.96
Total: 38,076 54,029 41.90

Source: OIG analysis based on BTS data
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Airline Customer Service Issues Are Not New

Airline customer service first took center stage

in January 1999, when hundreds of passengers
remained in planes on snowbound Detroit
runways for up to 8 and a half hours. After those
events, both the House and Senate considered
whether to enact a “passenger bill of rights.”

Following hearings after the January 1999 incident,
Congress, the Department of Transportation
(DOT), and the Air Transport Association

(ATA)' agreed that the air carriers should have an
opportunity to improve their customer service
without legislation. Since 1999, we have conducted
four audits dealing with airline customer service

at the request of the Congress or the Secretary of
Transportation.

On-Board Delays Last Winter
Drew National Attention

This past winter, severe, on-board delays

stranded passengers on airport tarmacs for

up to 10 and a half hours. The Secretary of
Transportation expressed serious concerns about
the airlines’ treatment of passengers during these
delays. In February 2007, she requested that we
examine specific incidents of long, on-board delays
and the ATA member airlines contingency plans
for addressing these delays. She also requested
that we highlight industry best practices that
could help to mitigate these situations and provide
recommendations on what actions should be taken
to prevent a recurrence of such events.

1. The Air Transport Association is the trade association for Ameri-
ca’s largest air carriers. Its members transport over 90 percent of all
the passenger and cargo traffic in the United States.

2. Alaska Airlines, Aloha Airlines, American Airlines, ATA Airlines,
Continental Airlines, Delta Air Lines, Hawaiian Airlines, JetBlue
Airways, Midwest Airlines, Northwest Airlines, Southwest Airlines,
United Airlines, and US Airways. During our review, ATA Airlines
terminated its membership in ATA.
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We issued our report® in September and found
that (1) the on-board delays that passengers
endured last winter were largely due to airlines’
lack of a system-wide policy to minimize such
delays; (2) airlines’ and airports’ customer service
contingency plans are still not adequate to handle
these occurrences; (3) some airlines and airports
have best practices and are moving forward with
other initiatives to help mitigate these delays; and
(4) there are other actions that airlines, airports,
FAA, and DOT can undertake immediately to
address such situations.

In addition, the Inspector General testified four
times on airline customer service issues and airline
delays before the House and Senate. The Inspector

3. OIG Report Number AV-2007-077, “Actions Needed To Mini-
mize Long, On-Board Flight Delays,” September 25, 2007.

General discussed actions that would help to
improve airline customer service and minimize
long, on-board delays. The testimonies were based
on the results of our two most recent reviews on
airline customer service, “Follow-Up Review:
Performance of U.S. Airlines in Implementing
Selected Provisions of the Airline Customer
Service Commitment,™ and “Actions Needed To
Minimize Long, On-Board Delays.”

Recommended Actions

As a result of our work, we recommended that
DOT take a more active role in overseeing airline
customer service issues. We made a series of

4. OIG Report Number AV-2007-012, “Follow-Up Review: Perfor-
mance of U.S. Airlines in Implementing Selected Provisions of the
Airline Customer Service Commitment,” November 21, 2006.
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Audits and Investigations (continued)

recommendations to the Department that DOT,
the airlines, airports, and FAA can take to improve
airline customer service and minimize long,
on-board delays. Many of the recommendations
are not new and date back to recommendations

in our 2001 report, which were directed at delay
and cancellation problems—key drivers of
customer dissatisfaction with airlines. The prior
recommended actions to airlines include:

+ defining what constitutes an “extended period
of time” for meeting passengers’ essential needs
and setting time limits for on-board delay
durations;

+ establishing specific targets for reducing
chronically delayed or cancelled flights;

+ disclosing on-time flight performance; and

+ resuming efforts to self-audit their customer
service plans.

We also recommended that (1) airlines specify in
detail their policies and plans to minimize long,
on-board delays and off-load passengers within
certain periods of time and adhere to such policies
and (2) airport operators become more involved
in contingency planning for extraordinary flight
disruptions. There are also best practices and
ongoing initiatives that, if properly executed,
should help to mitigate long, on-board delays in
the immediate term, such as keeping gate space
available for off-loading passengers in times of
irregular operations.

A more comprehensive plan of action is also
needed to prevent and mitigate long, on-board
delays and should involve collaboration among
airlines, airports, FAA, and DOT. Therefore,

we recommended that a national task force of
representatives from each of these groups be
established to develop and coordinate contingency
plans to deal with lengthy delays.

4  Semiannual Report to Congress

Looking Forward

Airline customer service issues will likely remain
a major challenge for the Department for some
time given the record-breaking flight delays,
cancellations, diversions, and on-board tarmac
delays that air travelers have already experienced
this year. In addition, forecasted air travel
demands will continue to strain the capacity of the
system. However, the Department must make it a
top priority to reduce aviation delays—including
on-board delays—and alleviate customer
dissatisfaction when delays occur.

The Department’s specific challenges for reducing
air travel congestion include:

+ reducing aviation delays, improving customer
service, and meeting near-term demand for air
travel and

+  keeping planned infrastructure and airspace
projects on schedule to relieve congestion and
delays.

Although there is no “silver bullet,” a cumulative
mix of solutions could help. These include
scheduling procedures, air traffic control
modernization, and ground infrastructure (new
runways). Complex policy questions, such as
peak-hour pricing, could also contribute to
potential solutions.

Short- and long-term solutions to these delay
problems must be pursued. The airlines and
airports must do their part in the short term

to effectively implement their customer service
plans—including contingency plans—especially
when extraordinary flight disruptions cause
significant delays, cancellations, and diversions.
DOT should also take a more active role in
overseeing customer service issues to ensure
that airlines comply with their policies on flight
problems.



AUDITS

FAA'’s Actions Taken To Address Allegations
of Unsafe Maintenance Practices at
Northwest Airlines

September 28, 2007

We issued our report on FAA’s actions taken

to address allegations of unsafe maintenance
practices at Northwest Airlines. These allegations
were reported by an FAA Aviation Safety Inspector
assigned to FAA’s Northwest Airlines Certificate
Management Office (CMO) in Bloomington,
Minnesota. The allegations focused on training
for Northwest’s replacement mechanics and
management personnel transferred into
maintenance roles and processes for receipt of
aircraft parts. The complainant contacted then
Minnesota Senator Mark Dayton, who requested
that FAA and the OIG evaluate the validity of
these allegations. We determined that FAA needs
better procedures for responding to and resolving
safety complaints identified by its inspectors. We
recommended that FAA (1) require the Flight
Standards Service to establish better internal
review procedures to ensure that comprehensive,
independent investigations of safety allegations
and recommendations are consistently performed,

and (2) require the Bloomington CMO to report to
the Director of Flight Standards Service on actions
taken by the CMO and Northwest to resolve
deficiencies identified by inspectors and FAA
review teams. FAA concurred, and its planned
actions satisfy the intent of our recommendations.

Testimonies on Actions Needed To Improve
Airline Customer Service and Minimize
Long, On-Board Delays Before the Senate
Committee on Commerce, Science, and
Transportation, Subcommittee on Aviation
Operations, Safety, and Security and the
House Committee on Transportation and
Infrastructure, Subcommittee on Aviation
September 27, 2007, and September 26, 2007

The Inspector General testified before Congress
regarding actions needed to improve airline
customer service and minimize long, on-board
delays. Earlier this year, Secretary Peters expressed
serious concerns about the airlines’ treatment of
passengers during extended ground delays. She
then requested that we examine (1) the specific
incidents involving American Airlines and JetBlue
Airways, during which passengers were stranded
on board aircraft for extended periods of time,
and (2) the Air Transport Association’s member
airlines’ contingency plans for dealing with long,
on-board delays. She also requested that we
highlight industry best practices that can help to
mitigate these situations and recommend what
actions should be taken to prevent a recurrence of
such events. Based on the results of our review, we
identified four key points on actions that would
help to improve airline customer service and
minimize long, on-board delays: (1) the airlines
should specify in detail their policies and plans

to minimize long, on-board delays and off-load
passengers within certain periods of time and
adhere to such policies; (2) airports’ operators
should become more involved in contingency
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Audits and Investigations (continued)

planning for extraordinary flight disruptions;

(3) there are best practices and ongoing initiatives
that, if properly executed, should help to mitigate
long, on-board delays in the immediate term;

and (4) DOT, FAA, airlines, and airports should
complete actions immediately on outstanding
recommendations—some dating back to 2001—to
improve airline customer service and minimize
long, on-board delays.

Actions Needed To Minimize Long, On-
Board Flight Delays
September 25, 2007

We issued our final audit report, “Actions Needed
To Minimize Long, On-Board Delays,” in response
to the Secretary’s request that we to examine these
delays. We found that, as demonstrated by the
severity of the on-board delays last winter, airlines,
airports, FAA, and DOT must work together to
reduce long, on-board delays and minimize the
impact on passengers when these delays occur.
Flight delays and cancellations continue as a
major source of customer dissatisfaction. These
are further compounded by reduced capacity

and increased demand, which leads to increased
passenger inconvenience and dissatisfaction

with customer service. With more seats filled,

air carriers have fewer options to accommodate
passengers from cancelled flights. These delays
occurred throughout the system and at many
airlines, and, after the severe on-board delays

last winter, the Secretary asked that we assess
airlines’ contingency planning for such situations.
Overall, we found that (1) the on-board delays that
passengers endured last winter were largely due to
airlines’ lack of a system-wide policy to minimize
such delays; (2) airlines’” and airports’ customer
service contingency plans are still not adequate to
handle these occurrences; (3) airlines and airports
have best practices and are moving forward with
other initiatives to help mitigate these delays; and
(4) there are other actions that airlines, airports,
FAA, and DOT can undertake immediately to
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address such situations. DOT should take a more
active role in overseeing customer service issues,
and we recommended several actions that DOT,
airlines, airports, and FAA can take to improve
airline customer service and minimize long,
on-board delays. Many of the recommendations
are not new and date back to recommendations in
our 2001 report, which were directed at delay and
cancellation problems—Lkey drivers of customer
dissatisfaction with airlines.

FAA's Oversight of Inactive Airport
Improvement Program Grant Obligations
September 13, 2007

We issued our report on FAA’s oversight of inactive
Airport Improvement Program (AIP) grant
obligations. The objectives of our audit were

to (1) assess the effectiveness of FAA’s policies

and procedures for identifying, reviewing, and
de-obligating unneeded AIP grant obligations and
(2) determine the extent to which unneeded AIP
grant obligations should be liquidated and put

to better use on other projects or returned to the
Airport and Airway Trust Fund. In FY 2006, FAA
resolved a significant number of inactive and old
AIP grants. Despite this progress, we identified
two areas for improvement: (1) FAA’s process

for overseeing inactive grants allowed some to
remain idle for periods of time that exceeded the
Agency’s standard measure of 18 months, and

(2) approximately $9.7 million in funds was not
de-obligated on 76 closed grants, on average, for

21 months. For most of these grants, FAA either
failed to de-obligate unneeded funds or allowed
airport sponsors to continue expending funds after
the grants were closed both of which are actions
contrary to FAA policy. If FAA had addressed these
grants sooner, the funds could have been put to
better use on other projects. While Agency officials
have taken some corrective steps to address these
weaknesses, FAA still needs to strengthen its review
process to ensure that grants do not remain idle
longer than 18 months and establish a process for



ensuring that grants are not closed prematurely and
do not retain any unneeded funds.

Aviation Safety: FAA Oversight of Foreign
Repair Stations
June 20, 2007

The Inspector General testified on FAA’s oversight
of foreign repair stations before the Senate
Subcommittee on Aviation Operations, Safety,
and Security. Specifically, the Inspector General
discussed recent trends in outsourcing aircraft
maintenance, regulatory differences between
domestic and foreign repair stations, and two

key areas in FAA’s efforts to effectively oversee
outsourced maintenance: (1) strengthening safety
oversight of repair stations and non-certificated
repair facilities, and (2) ensuring that inspectors
are well-positioned to adequately oversee
maintenance outsourcing.

Progress Has Been Made in Reducing
Runway Incursions, but Recent Incidents
Underscore the Need for Further Proactive
Efforts

May 24, 2007

We issued our final report on FAA’s actions to
address runway incursions (near collisions on

a runway) at Boston Logan, Chicago O’Hare,
Philadelphia, and Los Angeles International
Airports. Overall, we found that FAA, airlines,
and airport operators had taken actions to
address runway incursions. However, those
actions were taken only after an increase in the
number and severity of incidents that occurred
at those airports. Preventing runway incursions
throughout the National Airspace System
requires continuous vigilance on the part of
FAA and users. Compared to 5 years ago, FAA
has made significant progress in reducing those
incidents. However, the serious risks associated
with runway incursions underscore the need for
maintaining a proactive approach for preventing
serious incidents. We made six recommendations

focusing on programmatic actions that could
help FAA to reduce runway incursions system-
wide. FAA senior officials verbally agreed with
our recommendations; however, FAA’s formal
response did not explicitly state whether the
Agency concurred or non-concurred. Further,
the actions proposed by FAA were unspecific as
to how or when the Agency would address the
intent of our recommendations. We requested
that FAA provide us with additional information
regarding the specific actions that it plans to take
to implement each of our recommendations along
with timeframes for completion.

Interim Report on Controls Over the FAA's
Conversion of Flight Service Stations to
Contract Operations

May 18, 2007

We issued our interim report on controls over
FAA’s conversion of flight service stations to
contract operations. Overall, we found that FAA
had implemented effective controls over the initial
transition of flight service stations to contract
operations. However, it is uncertain if those
controls will be sufficient to ensure anticipated
savings are achieved as FAA and the contractor
begin the next and most critical phase of the
transition. In February, the contractor began
efforts to complete, test, and implement

a new software operating system for flight

service stations and consolidate the existing

58 sites into 3 hub and 16 refurbished locations all
within a 5-month timeframe. Any slips in that
schedule could have significant implications to
the costs and anticipated savings of the transition.
Additionally, we found that improvements are
needed to ensure that the operational needs of
users continue to be met. We found that staffing
levels at outsourced facilities are lower than what
the contractor anticipated, resulting in some users
being routed to adjacent facilities that did not
have adequate local knowledge of the airspace.
This issue could be compounded if there are
delays in fielding the new operating system or

Aviation and Special Programs 7



Audits and Investigations (continued)

consolidating facilities. FAA concurred with our
recommendations and is taking corrective actions.

Letter to Chairman Oberstar Regarding a
Follow-Up Review of Staffing at FAA Control
Towers

May 10, 2007

In December 2006, staff from Chairman Oberstar’s
office requested that we perform a follow-up
review to determine if FAA facilities are complying
with FAA’s new written policy for staffing on
midnight shifts. Overall, we found that facilities are
complying with FAA’s new policy. Our sample of
45 days of staffing data at each of the 15 statistically
selected locations found that at least 2 controllers
were scheduled on all midnight shifts at those
locations and that controllers were not combining
positions for extended periods of time. In addition,
we found that FAA is taking actions to address

the recommendation from our March 2007 report
to develop and implement appropriate procedures
to ensure that facilities are complying with the

new policy.
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FAA’s FY 2008 Budget Request: Key Issues
Facing the Agency
May 10, 2007

The Inspector General testified regarding

FAA’s FY 2008 budget request before the Senate
Appropriations Committee, Subcommittee

on Transportation, Housing and Urban
Development, and Related Agencies. The
Inspector General testified that, regardless of the
funding mechanism ultimately decided upon

by the Congress, several issues require FAA’s
attention and will shape the Agency’s funding
requirements over the next several years. These
include (1) keeping existing modernization
efforts on track and reducing risks with Next
Generation Air Transportation System (NextGen),
(2) addressing attrition in FAA’s controller

and inspector workforces, (3) determining the
appropriate amount of airport funding, and

(4) addressing acquisition and contracting issues.

Actions Needed To Reduce Risk With the
Next Generation Air Transportation System
May 9, 2007

Inspector General Scovel testified before Congress
on FAA’s efforts to develop and implement the
NextGen. FAA’s Joint Planning and Development
Office (JPDO) was established by law to begin
advancing NextGen in the 2025 timeframe

and coordinate diverse Federal research and
development efforts. The Inspector General
focused on three areas: (1) FAA’s progress and
problems with ongoing modernization projects—
this is important because existing projects form
the basic platforms for NextGen initiatives;

(2) the JPDO’s progress to date in coordinating and
aligning agency budgets and plans for NextGen—
much work remains to achieve this and truly

make the JPDO a multi-agency effort; and

(3) FAA actions needed to help the JPDO shift from
planning to implementation and reduce risk with
NextGen—a complex, multibillion-dollar effort.



Testimonies Regarding Actions Needed To
Improve Airline Customer Service Before the
House Committee on Transportation and
Infrastructure, Subcommittee on Aviation
and the Senate Committee on Commerce,
Science, and Transportation

April 20, 2007, and April 11, 2007

The Inspector General testified before Congress
regarding actions needed to improve airline
customer service. The testimony focused on our
prior airline customer service work as well as

our ongoing work, given this past winter’s events
involving extended ground delays. In some cases,
passengers were stranded on board aircraft at the
gate or on the airport tarmac for 9 hours or longer
due to severe weather conditions. Also, in 2007,
air travelers continued to experience customer
dissatisfaction from record-breaking flight delays,
cancellations, and on-board tarmac delays. Based
on the first 2 months of the year, nearly 1 in 3
flights (31 percent) were delayed, cancelled, or
diverted, affecting approximately 22.8 million
passengers. This was an increase over the same
period in 2006 when nearly 23 percent of scheduled
flights were delayed, cancelled, or diverted,
affecting an estimated 16.6 million passengers. The
Inspector General testified that (1) airlines must
refocus their efforts to improve customer service,
(2) the Department should take a more active role
in airline customer service issues, (3) airlines must
overcome challenges in mitigating extraordinary
flight disruptions, and (4) airlines should improve
customer service for passengers who are stranded
on board aircraft for extended periods of time.

Our work also showed that there are several
actions that airlines, airports, the Department,
and FAA can undertake immediately—without
congressional action—to improve airline customer
service. Many of the actions are not new and date
back to recommendations in our 2001 report,

which were directed at delay and cancellation
problems—key drivers of customer dissatisfaction
with airlines.

1. Airlines should implement quality assurance
and performance measurement systems and
conduct internal audits of their compliance with
the Commitment provisions.

2. DOT should revisit its current position on
chronic delays and cancellations and take
enforcement actions against air carriers that
consistently advertise flight schedules that are
unrealistic, regardless of the reason.

3. The airlines, airports, and FAA should
establish a task force to coordinate and develop
contingency plans to deal with lengthy delays,
such as working with carriers and the airports
to share facilities and make gates available in an
emergency.

4. DOT should collaborate with FAA, the airlines,
and airports to review incidents involving
long, on-board ground delays and their causes;
identify trends and patterns of such events; and
implement workable solutions for mitigating
extraordinary flight disruptions.

Aviation and Special Programs 9



Audits and Investigations (continued)

INVESTIGATIONS

FAA Safety Manager Fined for Making|
False Statement on FAA Application|
March 28, 2007

John R. Black, a former aviation safety program
manager in the Federal Aviation Administration’s
(FAA’s) Spokane, Washington, Flight Standards
District Office, was fined $1,000 and ordered to
serve 3 years probation by a U.S. District Court
judge in Spokane on March 28, 2007, for failing
to report disqualifying prescription medications
on his 2004 FAA Application for Airman Medical
Certificate. Black pleaded guilty on November
27,2006, to a charge of making a false statement
on his FAA Airman Medical Application. FAA
considered Black a “national resource” pilot for the
Falcon jet because of his knowledge and expertise
with this type of aircraft. Black’s duties included
conducting proving flights for Falcon jet pilots
approximately once a month. Black resigned from
the FAA after his indictment in June 2006.

Florida Pilot Sentenced For Makin
False Statements on Medical Form
June 1, 2007

Vincent Milo was ordered by a U.S. District Court
judge in Fort Lauderdale, Florida, on June 1, 2007,
to pay a $1,000 fine and serve 3 years probation

as a result of his conviction on charges of false
statements on his applications for his 2002 and
2004 Airman Medical Certificates. Milo, who
held a commercial pilot’s certificate, was ordered
to serve the initial 6 months probation in home
confinement. A Federal jury convicted Milo in
March of two counts of making false statements
regarding his use of prescription medication. Milo
claimed that he was not taking any prescription
drugs, when in fact he was receiving workers
compensation from the U.S. Postal Service and
taking prescription medications. This investigation
was conducted jointly with the U.S. Postal Service
Office of Inspector General.
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Former Official of Michigan Aircraft Parts|
Supplier Pleads Guilty to Charges of |
Conspiracy To Commit Aircraft Parts Fraud
June 12, 2007

Alan Maliszewski, former quality control
manager of a now-defunct aircraft parts
supplier, pleaded guilty in U.S. District Court

in Detroit, Michigan, on June 12, 2007, to a
charge of conspiracy to commit aircraft parts
fraud. Anco Tech, Inc., of Dearborn Heights,
Michigan, manufactured titanium tubing for use
in military and civilian aircraft, including the
V-22 Osprey tilt-rotor military aircraft, business
jets, and commercial helicopters. Between

April 2000 and February 2002, Anco Tech sold
titanium tubing that was certified as having
been manufactured, inspected, and tested for
conformance with specifications, when, in fact,
it had not. Maliszewski and his brother, Andrew
Maliszewski—Anco’s former vice president and
quality assurance manager—were indicted in
June 2005 on conspiracy and aircraft parts fraud
charges. Andrew Maliszewski pleaded guilty

in U.S. District Court in Detroit, Michigan, to
similar charges on April 2. Two other former
Anco Tech employees—both quality assurance
supervisors—also pleaded guilty in 2005 to
charges of making false statements related to
certifications for V-22 parts. While Anco will
not be debarred, all four individuals will be
debarred following sentencing. A sentencing date
has not been scheduled yet. This investigation
was conducted jointly with the Defense Criminal
Investigative Service and the Naval Criminal
Investigative Service. For safety purposes,
DOT/OIG continuously kept the Federal
Aviation Administration apprised of findings
from its investigation.


http://www.oig.dot.gov/item.jsp?id=2024
http://www.oig.dot.gov/item.jsp?id=2024
http://www.oig.dot.gov/item.jsp?id=2061
http://www.oig.dot.gov/item.jsp?id=2061
http://www.oig.dot.gov/item.jsp?id=2029
http://www.oig.dot.gov/item.jsp?id=2029
http://www.oig.dot.gov/item.jsp?id=2029

Employee of Aerospace Metals Company]|
Ordered to Pay More Than $213,000 in|
Restitution in Aerospace Parts Fraud Cas¢
June 20, 2007

Russell Cohen, a former sales manager for

M&M International Aerospace Metals, Inc.

in Fort Lauderdale, Florida, was sentenced on
June 20, 2007, by a U.S. District Court judge in
Fort Lauderdale to pay a portion of $213,402

in restitution for his role in fraud involving
aerospace parts. Cohen was also ordered to

serve 33 months incarceration and 24 months
supervised release as a result of his guilty plea

on January 19 to one charge each of making a
false statement and wire fraud. M&M Aerospace
supplied metals to the aerospace community,
including NASA and the U.S. Departments of
Defense and Energy. M&M customers used the
materials in various aerospace-grade aluminum
and stainless steel plates, flat stock, and bars.
Cohen pleaded guilty to conspiring with the
owners and several employees of the now-defunct
company to alter test certificates from metals
testing laboratories and certificates of compliance
from metal distributors when test results and
specifications listed on these documents did not
conform to the customers’ metal specifications and
purchase order requirements. The Federal Aviation
Administration (FAA) issued an unapproved
parts notification in December 2005 to aircraft
owners, operators, maintenance organizations,
manufacturers, parts suppliers, and distributors.
This investigation was conducted jointly with

the FAA, U.S. Department of Energy Office of
Inspector General, NASA Office of Inspector
General, and Defense Criminal Investigative
Service.

Former Aviation Repair Station Owner|
Convicted of Improper Repair and Service|
of Aircraft Propellers

June 21, 2007

John W. Downs, a former aviation repair station
owner, was found guilty on June 21, 2007, in

U.S. District Court in Dallas, Texas, of charges

of fraud and making false statements involving
aircraft parts. Downs owned Millennium
Propeller System, Inc., a now-defunct aircraft
propeller maintenance business in Lancaster,
Texas. According to testimony at trial, Downs and
his company made undocumented alterations to
propellers on aircraft used for noncommercial
use, installed unserviceable parts on aircraft
propellers, and continued to perform repairs after
the company’s repair station certificate had been
revoked. Sentencing is scheduled for October 18.

Former Commercial Pilot Pleads Guilty to|
Falsifying FAA Medical Forms
July 12,2007

Ronald N. Crews pleaded guilty on July 12, 2007,
in U.S. District Court in Boston, Massachusetts,
to charges of making false statements on his
Airman Medical Certificate application

forms. Crews, a former commercial pilot for
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Audits and Investigations (continued)

Cape Air/Nantucket Airlines (Cape Air), was
charged in November 2005 with failing to
disclose that he was an insulin-dependent
diabetic—a condition that could have prohibited
his employment as a commercial pilot. The
investigation was initiated after a February 2002
incident in which Crews became incapacitated
while piloting a Cape Air plane from Martha’s
Vineyard to Barnstable, Massachusetts, with four
passengers aboard. No copilot was on the plane,
so a passenger who happened to be a student
pilot landed the airplane. Sentencing is scheduled
for March 20, 2008.

Owner of Tennessee Aircraft Sales Company|
Convicted of Interstate Wire Fraud
July 12, 2007

James Randall Jennings of Goodlettsville,
Tennessee, was convicted by a Federal jury on

July 12, 2007, in U.S. District Court in Nashville,
Tennessee, of charges related to the falsification of
the logbook of a two-seat helicopter he was trying
to sell. Jennings, owner of Jennings Aircraft Sales,
was convicted of two counts of interstate wire

fraud for e-mailing and faxing false information

to potential buyers regarding the amount of hours
flown on the helicopter. Witnesses at trial testified
that the Federal Aviation Administration (FAA)
requires this model of helicopter to undergo a major
overhaul after 2,200 hours of flight time, at a cost of
between $80,000 and $90,000. Unless overhauled,

a helicopter with this much flight time would not
be considered airworthy or safe to fly. In spite of
having exceeded the 2,200 hour limit, Jennings
advertised the helicopter as having been flown about
1,600 hours. He supported this false representation
by showing potential purchasers altered flight logs
and an on-board flight meter that reflected these
lower flight hours. The fraud was discovered when a
Texas man purchased the helicopter from Jennings
and took it to an aircraft maintenance business

that had previously maintained the helicopter.
Sentencing is scheduled for December 3. This case
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was investigated jointly with FAA and the Tennessee
Bureau of Investigation.

Falsification of FAA Airman Medical
Certificate Applications by Disability
Recipients

July 17,2007

The Inspector General (IG) testified before the
Committee on Transportation and Infrastructure,
Subcommittee on Aviation, on July 17, 2007,
about the falsification of FAA Airman Medical
Certificate applications by disability recipients.
Specifically, the IG discussed three key points

for mitigating the safety risks posed by airmen
who falsify their Airman Medical Certificate
applications to conceal disqualifying medical
conditions: (1) FAA’s Airman Medical Certification
Program is a key safeguard to ensure pilots are
medically fit to fly; (2) Operation Safe Pilot,
DOT/OIG’s joint investigation with the Social
Security Administration’s Office of Inspector
General, disclosed a potential systemic problem
that requires greater attention and oversight by
FAA; and (3) in addition to actions its already
taking, FAA should consider conducting education
and outreach efforts to ensure pilots accurately
disclose their medical histories and offering a
grace period to pilots who self-identify previously
undisclosed and potentially disqualifying medical
conditions to ensure that disabled pilots are not
circumventing the medical certification process.

California Air Ambulance Pilot Sentenced)|
for Falsification of FAA Airman Medical|

Certiﬁcaté

August 8, 2007

Michael David Pennington of Susanville,
California, was ordered by a U.S. District Court
judge in Sacramento, California, on August 8, 2007,
to repay $37,456 in excess Social Security disability
benefits, pay a $500 fine, and serve 180 days home
detention as a result of his March conviction by a
Federal jury on charges of making false statements
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on his application for an Airman Medical
Certificate and failing to report Social Security
disability overpayments. Pennington was a former
chief pilot and maintenance director for Mountain
Life Flight, an air ambulance service based in
Susanville. Testimony during the trial disclosed
that Pennington falsified his application for his
annual Airman Medical Certificate between 2001
and 2004 by failing to indicate that he was receiving
disability benefits for debilitating back disorders
and rheumatoid arthritis. Pennington also failed
to inform the Social Security Administration that
he was employed during that period, resulting

in his receiving excess Social Security disability
payments from 2003 to 2005. The FAA issued

an emergency revocation on all of Pennington’s
airman certificates.

Private Pilot Pleads Guilty to Making_‘ﬂ
False Statement on FAA Applications
for Airman Medical Certification|
September 26, 2007

John J. Schweitzer pleaded guilty in U.S.
District Court in Salt Lake City, Utah, on
September 26, 2007, to one count of making
false statements on his 2001, 2002, and 2003
applications for an Airman Medical Certificate.
As part of the annual requirements to maintain
a private license, before taking an aviation
medical exam, a pilot must provide certain
factual information in writing and certify that
it is truthful and accurate. Pilots are required to

disclose any nontraffic felony and misdemeanor
convictions. Although Mr. Schweitzer responded
that he had none, he had in fact been convicted

in New Jersey in 1979 for distribution of cocaine
and in 1980 in the Dominican Republic after
landing an airplane containing 1,830 pounds of
marijuana and 1,362 grams of cocaine. Schweitzer
is scheduled to be sentenced on December 6.

Oklahoma Aircraft Mechanic and Aircraft|
Parts Broker Sentenced for Falsification
of Records in Connection with Improper
Aircraft Engine Overhauls

September 28, 2007

Larry G. Good and Robert E. Parker were

sentenced in U.S. District Court in Oklahoma City,
Oklahoma, on September 28, 2007, for falsifying
records in connection with improper aircraft

engine overhauls. Good was sentenced to serve

14 months of incarceration and 12 months
probation, as well as ordered to pay $306,990 in
restitution. Parker was sentenced to serve 72 months
of incarceration and 36 months of probation, as

well as ordered to pay $378,633 in restitution. The
investigation revealed that Good, a certified aircraft
mechanic, along with Parker, a self-employed
aircraft parts broker, falsified entries in aircraft
logbooks in connection with the overhaul of aircraft
engines. They were aware the engines were not
overhauled properly, contained replacement parts
that were marked “not airworthy,” or were simply
unsafe for use on an aircraft.
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IN FOCUS: 01G COMPLETES INITIAL AUDIT OF NAFTA CROSS-BORDER TRUCKING
DEMONSTRATION PROJECT

One issue that has repeatedly occupied
congressional and motor carrier agendas for over
10 years is whether Mexican trucks should be
allowed to operate throughout the United States.
The Office of Inspector General (OIG) has played
a key role in providing objective information

to Congress on actions that the Federal Motor
Carrier Safety Administration (FMCSA) has taken
to ensure that congressionally established safety
requirements are met before Mexican trucks are
granted unlimited authority to operate in this
country.

The issue originated with the 1994 North
American Free Trade Agreement (NAFTA) that set
a schedule for allowing U.S. and Mexican motor
carriers to operate on both Nations” highways.

The schedule called for reciprocal access to border
states by 1995 and full long-haul access by 2000.
However, until September 2007, access for Mexican

trucking companies was limited to the narrow
commercial zones within the U.S. border states,
and U.S. companies were not allowed any access to
Mexican highways.

Trucks at the El Paso/Ysleta, Texas, border crossing
(June 2007, DOT OIG)
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Audits and Investigations (continued)

The OIG has been assessing FMCSA’s
preparations for granting long-haul authority to
Mexican carriers since 1999. Eight OIG audits
have identified areas for improvement and shown
that FMCSA has made continuous progress to
safely implement cross-border trucking by hiring
and properly training inspectors, establishing and
improving inspection facilities, and developing
safety policies and procedures for potential long-
haul Mexican motor carriers. For instance, the
number of Federal inspection personnel at the
southern border has increased from 13 in 1998

to 254 in 2007. In addition, the out-of-service
rates for Mexican vehicles and drivers—the

rate at which a vehicle or driver safety violation
precludes further operation of a commercial
vehicle—have not only decreased but in recent
years, they were below that of U.S. vehicles and
drivers.

Table 2. FY 2004-FY 2006 Out-of-Service Rates of
United States and Mexican Motor Carriers (rates are in
percentages)

Vehicle Rates Driver Rates

2004 2005 2006 | 2004 2005 2006

United States 226 224 223 |6.8 6.9 73
Mexico 231 204 209 |19 1.1 1.2

Domicile

Source: OIG analysis of data from FMCSA’s Motor
Carrier Management Information System

In February 2007, the Department announced a
l-year demonstration project to permit up to 100
Mexico-domiciled carriers to begin long-haul
operations beyond the commercial zones in the
border states. The demonstration project also
allows a similar number of United States carriers
to operate throughout Mexico. The project is
designed to demonstrate the ability of Mexican
motor carriers to operate safely in the United
States beyond the commercial zones in the border
states.

16 Semiannual Report to Congress

Inspection of a commercial vehicle at a Virginia
inspection station (June 2007, DOT OIG)

Before the September 2007 initiation of the
demonstration project, the OIG reviewed FMCSA’s
preparations for monitoring and enforcing safety
rules among the demonstration participants. We
found that FMCSA had implemented significant
initiatives to address legislative requirements

and cross-border safety concerns and had
established mechanisms for monitoring and
enforcing U.S. safety rules and regulations, such

as conducting truck inspections at the border and
throughout the United States. However, FMCSA
needed to complete plans for inspecting trucks at
specific border crossings and to fully communicate
demonstration project guidance to state
enforcement officials. In its response to Congress,
FMCSA provided site-specific plans for inspecting
trucks at each border crossing and information

on past and future training designed to ensure
that demonstration project guidance was fully
communicated to state enforcement personnel.

As required by Congress, we plan to continue
monitoring and reviewing how the demonstration
project is conducted. We will review FMCSA’s
progress in ensuring that sufficient inspection
processes are implemented at each border crossing



and roadside inspectors are properly trained

to appropriately enforce demonstration project
requirements. In addition, we will examine
FMCSA’s process for identifying any adverse
effects of the demonstration project on motor
carrier safety and the adequacy of the data FMCSA

AUDITS

FHWA Can Do More in the Short Term To
Improve Oversight of Structurally Deficient
Bridges

September 20, 2007

The Inspector General testified before the Senate
Committee on Environment and Public Works

on the oversight of structurally deficient bridges.
The Inspector General’s statement focused on

(1) bridge inspections and funding for bridge
rehabilitation and replacement as significant
challenges for DOT, (2) FHWA’s actions to address
prior OIG recommendations to improve its
oversight of structurally deficient bridges, and

(3) outlined actions that can be taken immediately
to strengthen FHWA'’s oversight. The Inspector
General called on FHWA to develop a data-driven,
risk-based approach to bridge oversight to better
identify and target those structurally deficient
bridges most in need of attention.

Issues Pertaining to the Proposed North
American Free Trade Agreement (NAFTA)
Cross-Border Trucking Demonstration
Project

September 6, 2007

We issued our report, “Issues Pertaining to

the Proposed NAFTA Cross-Border Trucking
Demonstration Project,” as required by the

May 2007 Iraqi Supplemental Appropriations Act
(P.L. 110-28). Prior to initiating any demonstration
project the Secretary of Transportation is required

will use to assess the ability of Mexican motor
carriers to operate safely in the United States. The
Department has also appointed an independent
evaluation panel to examine the safety impacts of
the demonstration project.

to take action as may be necessary to address any
issues we raised in this report and submit a report
to Congress detailing such actions. Our review
found that FMCSA has implemented significant
initiatives to address congressional requirements
and cross-border safety concerns. Despite these
accomplishments, we identified three issues
pertaining to the proposed demonstration project.
The Secretary’s report to Congress should at

a minimum include actions being taken to

(1) ensure that sufficient plans are in place to carry
out the Department’s commitment to check every
demonstration project truck every time it crosses
the border into the United States, (2) ensure that
state enforcement officials understand how to
implement recent guidance on the demonstration
project and that training initiatives filter down

to roadside inspectors, and (3) address our
determination that FMCSA has implemented
policies, rules, and regulations that differ slightly
from the language in 3 of 34 specific congressional
requirements.

FHWA's Oversight of Structurally Deficient
Bridges
September 5, 2007

The Inspector General testified before the House
Committee on Transportation and Infrastructure
on FHWA’s oversight of structurally deficient
bridges. The Inspector General’s statement
discussed bridge safety and funding as significant
issues for DOT, previous work regarding
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Audits and Investigations (continued)

structurally deficient bridges in the United

States, and FHWA’s actions to address prior OIG
recommendations to improve its oversight of such
bridges. The Inspector General called on FHWA
to develop a data-driven, risk-based approach

to bridge oversight to better identify and target
those structurally deficient bridges most in need
of attention. Additionally, the Inspection General
described actions that can be taken immediately to
strengthen the FHWA's oversight.

Initial Assessment of the Central Artery/
Tunnel Project Stem to Stern Safety Review
August 16, 2007

We issued our report, “Initial Assessment of the
Central Artery/Tunnel Project Stem to Stern
Safety Review.” This assessment is part of our
ongoing independent oversight, as requested by the
Massachusetts Congressional delegation in

July 2006 and subsequently reaffirmed by the
NTSB Reauthorization Act of 2006. The Stem

to Stern safety review is divided into several
phases, with Phase I being a purposely limited and
expeditious review to identify immediate risks to
public safety. We evaluated whether the findings
and recommendations in the Phase I report
adequately analyzed immediate risks and whether
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the report identified necessary remedial measures.
We found that Phase I generally analyzed the
correct project components; however, certain items
should have been classified as higher priority safety
risks in the Phase I report and necessary follow-up
activities should have been made clearer. We also
found that the leadership, scope, and methodology
for Phase II of the Stem to Stern Safety Review
need to be specified and that aggressive action is
needed going forward. FHWA agreed with the
findings in our report and concurred with its
recommendations.

Follow-Up Audit on NAFTA Cross-Border
Trucking Provisions
August 6, 2007

We issued our report on FMCSA’s actions

taken in response to our January 2005 report

on the implementation of the NAFTA cross-
border trucking provisions. This report is our
annual review required under Section 350 (c)

of the FY 2002 Department of Transportation
Appropriations Act and is not the ongoing initial
audit of the demonstration project required

under Section 6901 of the U.S. Troop Readiness,
Veterans’ Care, Katrina Recovery and Iraq
Accountability Appropriations Act of 2007. We
found continual improvement in the border safety
program since our earlier reports, which date back
to 1998. FMCSA took the actions it agreed to in
response to our nine recommendations. FMCSA
actions included ensuring that five remaining
states adopted a rule requiring enforcement
action against Mexican motor carriers or others
operating without proper authority from FMCSA.
Despite the progress FMCSA has made, additional
improvements are needed in two of the eight
Section 350 (c) criteria. These involve improving
the quality of the data used to monitor Mexican
commercial driver traffic convictions in the
United States and ensuring adequate capacity to
inspect Mexican buses. FMCSA concurred with



our recommendations and proposed responsive
corrective actions.

Baseline Report on Major Project
Monitoring of the Dulles Corridor Metrorail
Project

July 27,2007

We issued our baseline report resulting from our
initial monitoring of the Dulles Corridor
Metrorail Project. The Dulles Corridor

Metrorail Project proposes a 23.1-mile extension
of Metrorail in the Commonwealth of Virginia.
Our report concentrated on Phase I, which is

the first 11.6-mile segment that would run from
existing Metrorail track through the Tysons
Corner area to Wiehle Avenue in Reston, Virginia.
Phase II would ultimately continue Metrorail
service through the Dulles International Airport
to Loudoun County, Virginia. The objectives of
the monitoring were to (1) assess the status of the
project including costs, funding, and schedule, and
(2) identify any potential risks that may adversely
affect its completion. The report identified several
potential risk areas where FTA needs to provide
vigilant oversight. We made recommendations for
additional FTA reviews regarding the sufficiency
of local funding sources, the contractual and
associated arrangements that deal with the
Washington Metropolitan Area Transit Authority,
and the Washington Metropolitan Airports
Authority’s project management plan. We also
recommended that FTA consider re-evaluating
the transportation user benefits for the Dulles
Corridor Metrorail Project in accordance with
current FTA policy and use the updated figure

to make any decisions regarding federal funding
for the project. Finally, we recommended that

the DOT Transportation Infrastructure Finance
and Innovation Act Credit Council conduct an
independent rigorous review of the project’s loan
application, taking into account all of the unusual
risks associated with the project, and that FTA
coordinate closely with the DOT Transportation

Infrastructure Finance and Innovation Act Credit
Council to share information. FTA responded

to our recommendations on September 10, 2007,
partially concurring with the recommendation
on re-evaluating transportation user benefits and
concurring with all other recommendations. On
October 31, 2007, we requested clarification from
FTA regarding the partial concurrence. We are
waiting for FTA’s response.

Motor Carrier Safety: Oversight of High-Risk
Trucking Companies
July 11, 2007

The Inspector General testified before the House
Committee on Transportation and Infrastructure,
Subcommittee on Highways and Transit on
oversight of high-risk trucking companies. The
Inspector General’s statement discussed FMCSA’s
progress as well as the challenges FMCSA faces

in formulating programs to help it achieve

its mission. The Inspector General called on
FMCSA to obtain more complete information on
motor carrier crashes to more effectively target
the highest risk carriers for compliance reviews
and to reassess and strengthen the compliance
review process as vulnerabilities are identified.
The Inspector General also urged FMCSA to
ensure that enforcement actions are taken against
companies that repeatedly violate motor carrier
safety regulations.

Letter to Representative Petri regarding the
Motor Carrier Safety Status Measurement
System (SafeStat)

June 19, 2007

We issued correspondence to Representative
Thomas Petri regarding the quality of the
underlying data used by SafeStat. Our review,
conducted at Representative Petri’s request, found
that, despite improvements, problems still exist
with states reporting of crash data to FMCSA.
While states are reporting more commercial motor
vehicle crashes to FMCSA, we found anomalies
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Audits and Investigations (continued)

that caused us to question the completeness of the
non-fatal crash reporting. We recommended that
FMCSA implement a new, more reliable estimate
that would allow evaluation of non-fatal crash
reporting, both nationally and state-by-state,
before the Department makes all SafeStat scores
available to the public. In February 2008, FMCSA
reported that it had not made SafeStat data
available to the public; however, the Agency had
implemented the new site data quality measure,
which includes non fatal crash completeness, in
October 2007. The data can be viewed on FMCSA’s
Analysis and Information Online Web site.

Actions Needed To Further Improve
Railroad Safety
May 22, 2007

The Assistant Inspector General for Surface

and Maritime Programs testified before the

Senate Committee on Commerce, Science,

and Transportation, Subcommittee on Surface
Transportation regarding FRA’s activities to
oversee safety at the Nation’s highway-rail grade
crossings (grade crossings). The Assistant
Inspector General testified that FRA can further
improve railroad safety by (1) ensuring compliance
with mandatory reporting requirements for

grade crossing collisions, (2) increasing FRA’s
involvement in investigations of grade crossing
collisions, (3) addressing sight obstructions at
grade crossings without automated warning
devices, (4) establishing reporting requirements
for FRA’s national grade crossing inventory system,
and (5) requiring states with the most dangerous
crossings to develop action plans.

FTA Procedures To Prevent Antideficiency
Act Violations
May 15, 20007

We issued our report on FTA’s actions to prevent
Antideficiency Act violations of grant funds.
In June 2003, the Department reported to OMB
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and Congress that FTA committed a violation of
the Antideficiency Act. In the Department’s

FY 2005 appropriation, the House Appropriations
Committee directed FTA to report how the Agency
had modified its accounting procedures and
practices to prevent Antideficiency Act violations.
The Committee also directed our office to review
FTA’s new procedures and report to the House
and Senate Committees on Appropriations on the
sufficiency of these new procedures. We reviewed
and tested the FTA’s controls and concluded FTA
has implemented sufficient controls to prevent and
detect overobligations in the mass transit account
for the grants program.

Opportunities To Further Improve Railroad
Safety
May 5, 2007

The Assistant Inspector General for Surface and
Maritime Programs testified before the House
Subcommittee on Railroads, Pipelines, and
Hazardous Materials regarding FRAs activities
to oversee safety at the Nation’s highway-rail
grade crossings (grade crossings). The Assistant




Inspector General testified that FRA can further
improve railroad safety by (1) ensuring compliance
with mandatory reporting requirements for

grade crossing collisions, (2) increasing FRA’s
involvement in investigations of grade crossing
collisions, (3) addressing sight obstructions at
grade crossings without automated warning
devices, (4) establishing reporting requirements
for FRA’s national grade crossing inventory system,
and (5) requiring states with the most dangerous
crossings to develop action plans.

FRA Can Improve Highway-Rail Grade
Crossing Safety by Ensuring Compliance
With Accident Reporting Requirements and
Addressing Sight Obstructions

May 3, 2007

We issued our audit report on FRA’s activities

to oversee safety at the Nation’s highway-rail
grade crossings (grade crossings). This report
followed-up on our November 28, 2005 audit
report. We found that FRA can do more to
ensure compliance with mandatory reporting
requirements, including reviewing the railroads’
grade crossing collision records and assessing civil
penalties for reporting failures. We also found
that FRA has no assurance that sight obstructions
are addressed at passive grade crossings (those
without automated warning devices) in most states.
We recommended that FRA strengthen safety
oversight by ensuring that the railroads comply
with mandatory requirements to report each grade
crossing collision to FRA’s accident reporting
system by (a) developing and implementing an
action plan for conducting periodic reviews of the
grade crossing collision records maintained by
each railroad, including promptly notifying the
responsible railroads when unreported collisions
are identified; (b) testing random samples of

the railroads’ grade crossing collision reports to
determine whether the information is accurate,
timely, and complete, including comparing such

reports to those generated by local law enforcement
agencies; and (c) issuing a violation and assessing

a civil penalty each time a railroad fails to submit

a grade crossing collision report in accordance
with Federal requirements, on a consistent basis.
Moreover, FRA should assess higher civil penalties
against each railroad that repeatedly fails to report
crossing collisions. We also recommended that
FRA work with FHWA to develop model legislation
for states to improve safety by addressing sight
obstructions at grade crossings that are equipped
solely with signs, pavement markings, and other
passive warnings.

Opportunities To Improve Internal Controls
Over the Federal Transit Benefit Program
April 24, 2007

The Inspector General testified regarding the
government-wide Federal transit benefit program
before the Senate Committee on Homeland
Security and Governmental Affairs, Permanent
Subcommittee on Investigations. The Inspector
General testified that while the Department

has strengthened internal controls over its

transit benefit program, it can make further
improvements including (1) enhancing supervisory
oversight of the commuting costs claimed by
employees, and (2) requiring employees to adjust
their transit benefits upon changes to their
commuting methods or work schedules. DOT also
has the opportunity to improve internal controls
over the transit benefit program Government-
wide by (1) including the transit benefit program
in agencies’ assessments of their internal controls
during the A-123 process, (2) requiring Federal
employees to annually recertify their eligibility,
(3) reviewing and applying appropriate lessons
learned in other Government programs,

(4) developing and enforcing consistent
disciplinary policies, and (5) mandating use of the
SmartBenefits program throughout Government
agencies in the National Capital Region.
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INVESTIGATIONS

Pennsylvania Transit Contractor and)|
jts Owner Debarred For 3 Years in|
DBE Fraud Case

April 17,2007

The Federal Transit Administration (FTA)
debarred Michael Tulio and his company, Tulio
Landscaping, for 3 years on April 17, 2007, as a
result of their June 2006 convictions on conspiracy
and fraud charges involving FTA’s Disadvantaged
Business Enterprise (DBE) program. Tulio paid a
DBE-certified hauling firm, Pullins Trucking, for
the illicit use of its name to secure contracts with
the Southeastern Pennsylvania Transportation
Authority (SEPTA), an FTA grantee. DOT/OIG’s
investigation determined that Tulio submitted false
checks, reports, and correspondence claiming that
Tulio used Pullins Trucking to perform hauling
services, when in fact Tulio Landscaping used

its own employees. The Tulio contracts totaled
approximately $418,000, with the DBE fraud
amount involving $68,000. Tulio was sentenced
on December 26, 2006, in U.S. District Court in
Philadelphia, Pennsylvania, to serve 15 months in
prison and 24 months supervised release and pay

a $40,000 fine. His company was fined $103,000.
The Tulio investigation was part of a larger case
involving $1.27 million of fraud on federally
funded SEPTA construction contracts JMG
Excavating (JMG) executed. JMG pleaded guilty to
mail fraud charges in May 2006, and FTA debarred
JMG and its owner for 5 years. This investigation
was conducted jointly with the Federal Bureau of
Investigation and with assistance from FTA.

Owner of Wisconsin Dump Truck Firm|
Sentenced For Submitting False Statements)|
on Federal Highway Contractd

May 23,3007

Darrell Kasner, owner of Kasner’s Transport, Inc. in
Aprin, Wisconsin, was ordered by a
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U.S. District Court judge in Madison, Wisconsin,
on May 23, 2007, to pay a $1,000 fine for making
false statements to the Wisconsin Department

of Transportation (WisDOT) on payroll reports
totaling $22,000 he submitted for hauling services
performed on a federally funded highway project
near Winchester, Wisconsin. Kasner was also
ordered to serve 3 months in jail and 2 years
supervised release. He pleaded guilty on March 14
to charges of failing to pay two dump truck drivers
local prevailing wages—as required under Federal
law—in 2002 and 2003. WisDOT suspended
Kasner and his company after his October 2006
indictment. FHWA suspended and debarred Kasner
and the firm for three years. This investigation was
conducted with assistance from WisDOT.

Owner of Long Island Paving Company
Sentenced to 8 Months in Jail
June 18,2007

James K. Haney, president of Suffolk Asphalt
Supply, Inc., was sentenced on June 18, 2007, in
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U.S. District Court in Central Islip, New York, to
8 months in jail and 3 years supervised release for
his role in rigging bids on various roadway projects
sponsored by the Suffolk County Department of
Public Works and the Town of Brookhaven, New
York. Haney also agreed to forfeit $2.3 million

to the U.S. Government and pay $326,343 in
restitution to Suffolk County and Brookhaven.
The investigation found that between July 2003
and September 2005, Haney, Suffolk Asphalt
Supply, and certain other contractors conspired
to manipulate the awarding of Suffolk County
contracts for road maintenance and repair and
Brookhaven contracts for asphalt for road repairs
by artificially inflating contract costs through

bid rigging. The bidding process was controlled
by agreements among the defendants as to bid
prices and division of projects. New York law
requires that public works projects be awarded

in a competitive bidding process to the lowest
responsible bidder. Companies seeking to win
contracts must certify that they have not colluded
or shared information about their bids with
potential competitors. In response to a DOT/OIG
referral, the Federal Highway Administration
suspended Haney and Suffolk Asphalt.

Federal Jury Convicts Alaska Resident of|
lllegally Transporting Hazardous Material

In Idahd

June 18,2007

Krister Sven Evertson of Wasilla, Alaska, was
convicted on June 18, 2007, by a Federal jury

in Pocatello, Idaho, of charges of illegally
transporting, storing, and disposing of sodium
metal, a hazardous material used to manufacture
sodium borohydride—an industrial chemical
used to manufacture pharmaceuticals. DOT/OIG
investigated this case with the Environmental
Protection Agency’s Criminal Investigations
Division.

The DOT/OIG investigation focused on allegations
that Evertson, through his now defunct Nevada-

based company—SBH Corporation—arranged

for the transportation of 10 metric tons of sodium
metal from China to the United States. Evertson
initially transported the sodium metal from its
port in Seattle, Washington, to Salmon, Idaho.

On August 1, 2002, Evertson arranged for the
transportation of the sodium metal from a
manufacturing facility in Salmon, Idaho to a storage
site in Salmon. The sodium metal was transported
via common carrier over public roads with no
protective measures taken. Neither Evertson nor
the carrier he retained had the appropriate shipping
papers for the hazardous material. In addition,

the material was not placarded, labeled, packaged,
or secured in accordance with regulations. On
September 26, 2006, a Federal grand jury in
Pocatello, Idaho, indicted Evertson on one count

of transportation of hazardous materials and two
counts of storage and disposal of hazardous waste.
Sentencing is scheduled for October 22, 2007.

Three Texas Men Indicted on Conspiracy
Charges Alleging They Avoided Paying
$2.6 Million in Federal Motor Fuel Taxes
to the Highway Trust Fund

July 9, 2007

On July 9, 2007, Sidney B. Baldon, Jr., Tracy D.
Diamond, and Yousef I. Abuteir were charged

in a nine-count indictment with conspiracy and
tax evasion in connection with a scheme to avoid
paying Federal motor fuel excises taxes. Baldon
owned and operated Mid-Coast International
(MCI), a transporter of kerosene and other fuel
products in Houston, Texas. Diamond was an
officer of MCI, and Abuteir purchased products
from MCI for resale to Houston-area retail outlets.

According to allegations contained in the
indictment, between July 2002 and November 2003,
MCI allegedly purchased more than $10 million in
kerosene fuel from Calcasieu Refining Company,
falsely representing in letters to the company that
the fuel was purchased for export to Mexico only,
thus no excise taxes were assessed or paid by MCI.
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The untaxed fuel was then transported from
Louisiana to MCI locations in Channelview and
Houston, Texas, where the fuel was then mixed
with other materials including middle distillate oil,
a bi-product of asphalt production. This middle
distillate oil was allegedly obtained through
agreements facilitated by Abuteir between S.A.S.
Transport, Inc., Southwest Solvents, and MCI.

The untaxed blended fuel was then allegedly
transported by drivers acting on instructions from
Abuteir to retail gas stations in the Houston area,
where it was falsely sold as taxable motor fuel.
Backdated invoices falsely reflecting the sale of
kerosene purchased by MCI directly to customers
in Mexico were allegedly prepared by employees of
MCI upon Diamond’s instructions.

Federal arrest warrants for the men were executed
on July 10, 2007. This is an ongoing investigation
with the Internal Revenue Service’s Criminal
Investigation Division and the Texas State
Comptroller’s Office.

Road Contractor and Its President Convicted|

in Connecticut Bid-Rigging Cas§

August 8, 2007

Marino Brothers Inc. of Peabody, Massachusetts,
and its president, Robert Marino, were convicted
on August 8, 2007, in Connecticut State Superior
Court in New Britain, of two counts each of
conspiracy to commit bid rigging. Marino and
his company bribed Connecticut Department

of Transportation (ConnDOT) employees with
gifts and colluded with a former ConnDOT
maintenance manager to make Marino’s
company the sole-source contractor on
approximately $6.1 million in cracksealing
contracts on Connecticut highways in 1997 and
from 2000 to 2004. The contracts in question
received Federal funds. A DOT/OIG investigation
disclosed that ConnDOT’s maintenance division
routinely circumvented the normal bidding
process to award contracts to the company. A State
grand jury indicted Marino an