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A Message from the Inspector General

I am pleased to submit this Semiannual Report to the Congress, which highlights the most
significant activities and accomplishments of the Department of Labor (DOL), Office of
Inspector General (OIG), for the six-month period ending September 30, 2008. During
this reporting period, our investigative work led to 292 indictments, 348 convictions, and
$36.6 million in monetary accomplishments. In addition, we issued 90 audits and other reports and
questioned $4.3 million in costs.

OIG audits, evaluations, and investigations continue to assess the effectiveness, efficiency,
economy, and integrity of all DOL programs and operations, including those performed by its
contractors and grantees. As a result of our work, we identified and testified on weaknesses in
how the Department managed its grants under the High Growth Job Training Initiative. The OIG
found that: grantees failed to achieve major performance goals; it was impossible to determine
success because goals were so unclear; grantees did not provide required matching funds; and
DOL disseminated unproven training and employment strategies.

We also focused attention on the integrity of the Foreign Labor Certification programs. OIG’s
audit of the Permanent Labor Certification system found that the Department’s change in the
process established to prevent approval of fraudulent applications limited the effectiveness of
the fraud detection system and increased the risk that applicants may game the system. OIG
investigations continued to reveal that the DOL’s Foreign Labor Certification process continues to
be compromised by unscrupulous attorneys, labor brokers, employers, and others. In one case,
a company was sentenced for falsifying labor certifications in order to obtain employment-based
visas for foreign nationals by charging them $30,000-50,000 per application. We will continue
to work with the Department to safeguard the integrity of the FLC programs.

In addition, our work revealed a number of shortcomings in Departmental management
including information technology security deficiencies, ineffective controls over Federal records,
and procurement actions that did not comply with Federal requirements.

In response to previous audit findings, the Department took steps during this reporting
period to address serious deficiencies we identified with respect to MSHA'’s approval process for
roof control plans, its statutory requirement to inspect all underground coal mines, its internal
peer review process, and its process for determining whether fatalities are mining-related. In
addition, during this reporting period, the Department, working with the National Finance Center,
has corrected inaccuracies in employees’ TSP accounts that we previously reported.

Our labor racketeering investigations yielded extraordinary results. For example, between
July and September 2008, 60 of the 62 previously indicted Gambino members and associates
pled guilty, and 36 have been sentenced. The defendants had been charged with racketeering
conspiracy, embezzlement of union funds, and murder conspiracy. This investigation exposed
the Gambino organized crime family’s strong grip over one of the largest construction markets
in the United States.

In addition, our three-year investigation of how the Colombo and Genovese Organized Crime
Families influenced union representatives of the International Union of Operating Engineers-
Local 14 culminated in the approval of a consent degree in July 2008. It provides for the
appointment of union corruption officers to monitor Local 14’s activities and permanently enjoins
the Local from engaging in corrupt activity.

I would like to express my appreciation to the OIG staff for working diligently to identify program
weaknesses and to prevent fraud, waste, and abuse. We look forward to continuing to work with
the Department to this end.

EMW) ﬁﬂ.&zg’

Gordon S. Heddell
Inspector General
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Selected Statistics

Investigative recoveries, cost-efficiencies, restitutions,
fines and penalties, forfeitures, and civil monetary action.................... $36.6 million
INVESHIgatiVe CASES OPENEU ......cviiieiiiiiiiie et 166
INVESHIgAtiVe CASES CIOSEA.......euiiiiiiiiiiiiii it 257
Investigative cases referred for ProSECULION.............eevveeiiiiiiiiiiieieeee e 143
Investigative cases referred for administrative/Civil aCtion.............cccooccvvvveneeeenn. 106
INICTMENTS .. e e e e e e e s 292
(670] 01V o1 1[o] 4 1S SO PP PPPP S PPPPPPPPPRPP 348
DEDAIMENTS ...t 20
Audit and other repOortS ISSUEM..........ccuuiiiiiiie e 90
Total QUESTIONET COSES .....uuviiiiiieiiiiiieie et $4.3 million
Outstanding questioned costs resolved during this period................. $146.3 million

AlOWEAL ... $79.8 million

DISAllOWE?....... e $66.5 million

1 Allowed means a questioned cost that the DOL has not sustained.
2 Disallowed means a questioned cost that the DOL has sustained or has agreed should not be charged to the

government.
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Significant Concerns

As part of our effort to focus attention on mission-critical management problems and their
resolution, the OIG has identified the Department’'s top management challenges listed below.
Detailed information on each of the top management challenges is found on page 50.

Department’s Top Management Challenges

» Protecting the Safety and Health of Workers

e Improving Performance Accountability of Grants

» Ensuring the Effectiveness of the Job Corps Program

» Safeguarding Unemployment Insurance

e Improving the Federal Employees’ Compensation Act Program

* Improving Procurement Integrity

» Maintaining the Integrity of Foreign Labor Certification Programs

e Securing Information Technology Systems and Protecting Related Information Assets
» Ensuring the Security of Employee Benefit Plan Assets

* Preserving Departmental Records

The OIG has identified the following significant concerns related to the top management challenges—
areas that are particularly vulnerable to mismanagement, fraud, waste, or abuse.

Protecting the Health and Safety of Workers

he OIG has consistently revealed a pattern of weak oversight, inadequate policies, and a lack of

accountability on the part of the Mine Safety and Health Administration (MSHA) that has been
exacerbated by years of resource shortages. Although Congress has allocated additional funding, it will
take several years for the Department to be fully functional with these increased resources. Insufficient
resources during a period of increasing mining activity made it difficult for the Department to ensure
that it had enough resources in the right places to ensure the safety of miners. Our recent audits
have documented the need for MSHA to improve its operating procedures and management oversight
in a number of areas including roof control plans, mandatory inspections, internal peer reviews, and
fatality investigations and determinations. Further, MSHA management must continue to implement our
recommendations and monitor performance to ensure that its employees are following newly established
procedures and documenting their activities.
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Improving Performance Accountability of Grants

OL continues to face challenges in ensuring that discretionary grants are properly awarded and that

the Department receives the quality of services that the taxpayers deserve. Successfully meeting the
employment and training needs of citizens requires selecting the best service providers, making expectations
clear to grantees, ensuring that success can be measured, providing active oversight, evaluating outcomes,
and disseminating and replicating proven strategies and programs. Both the OIG and the Government
Accountability Office (GAO) have found in the past year that the Employment and Training Administration
(ETA) continues to have weaknesses in managing its grants to this end. For example, in our audits involving
the High Growth Job Training Initiative, we found weaknesses including the lack of competition in awarding
grants, grants that failed to achieve major performance goals, grant agreements with goals that were so
unclear it was impossible to determine success or failure, and grants whose required matching funds were
either not provided or documented. Moreover, ETA continues to be challenged to provide adequate oversight
and monitoring of the grants it awards, as the agency lacks reliable and timely performance data that would
allow identification of problems in time to correct them. Finally, ETA has not evaluated the usefulness of
individual grant products or the overall effectiveness of its discretionary grant initiatives.

“...we found weaknesses including the lack of competition in awarding
grants, grants that failed to achieve major performance goals, grant
agreements with goals that were so unclear it was impossible to determine
success or failure...”

Ensuring the Effectiveness of the Job Corps Program

ur work has consistently identified challenges

to the effectiveness of the Department’s Job
Corps program. These challenges include ensuring
the safety and health of students and having accurate,
reliable data about the program’s success.

A cornerstone of the Job Corps program is
removing students from unsafe environments and
placing them in a safe, residential training program.
Ensuring maintenance of its facilities is a challenge
for Job Corps. Unsafe conditions resulting from
inadequate maintenance adversely impacts the
overall success of the Job Corps program. Our

safety problems at certain centers, such as water-
damaged and collapsing ceiling tiles; mold on
student dormitory walls and ceilings; and missing or
inoperable emergency exit signs. Further, Job Corps
officials need to do more to address the reported
problems of illegal drugs and violence at its facilities.

OIG audits continue to raise significant concerns
about Job Corps’s ability to report accurate and
reliable financial and performance data. For
example, over the past few years, we have identified
shortcomings in the reporting of on-board strength
and attendance at a number of centers, areas where

audits have documented numerous health and e have consistently noted problems.

Improving Procurement Integrity

Ensuring integrity in procurement activities is a continuing challenge for the Department. Our work
continues to identify violations of Federal procurement regulations, preferential treatment in awards,
procurement actions that were not in the government’s best interest, and conflicts of interest in awards. For
example, our audit of an employment and training contract raised concerns about preferential treatment in how
work was directed to a specific subcontractor. Another audit found no evidence that DOL Contracting Officers
were checking required sources before making General Services Administration Schedule procurements.
These include existing government inventories of excess personal property or nonprofit agencies affiliated
with the Committee for Purchase from People Who Are Blind or Severely Disabled.

In addition, our recent audit of procurements for Job Corps found that procurement personnel did not always
comply with the Federal Acquisition Regulation in obtaining adequate justification for sole source contracts.
We also determined that there was a lack of training and inadequate oversight during the contracting process.
As a result, contracting integrity, as well as fair and open competition, could be compromised.
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Maintaining the Integrity of Foreign Labor Certification

Programs

aintaining the integrity of its FLC programs,

while also ensuring a timely and effective
review of applications to hire foreign workers, is
a continuing challenge for the Department. OIG
investigations, some of which have been initiated
based on referrals from ETA, have identified fraud
against these programs, and these investigations
constitute the fastest growing area in our case
inventory. OIG investigations continue to uncover
schemes carried out by immigration attorneys, labor
brokers, and transnational organized crime groups,
some with possible national security implications.
Further, OIG investigations have revealed schemes
involving fraudulent applications that are filed

with DOL on behalf of fictitious companies—or
applications using names of legitimate companies
without their knowledge.

Our audit of the Permanent Labor Certification
(PERM) system found that ETA had changed its
methodology for selecting applications to audit.
Furthermore, ETA had not conducted audits of all the
applications selected for audit. As employers and
representatives such as labor brokers and others
learn which elements in an application are likely
to trigger an audit, they may be able to structure
applications in a way that could lessen the likelihood
of applications being audited.

“OIG investigations continue to uncover schemes carried out by
immigration attorneys, labor brokers, and transnational organized
crime groups, some with possible national security implications.”

Securing Information Technology Systems and
Protecting Related Information Assets

Our information technology audits have
identified access controls, oversight of
contractor systems, and the effectiveness of
the Chief Information Officer's oversight of the
Department’'s full implementation of mandatory,
minimum information security controls as DOL’s most
significant challenges. The OIG has reported on
access control weaknesses over the Department’s
major information systems since FY 2001. These
weaknesses represent a significant deficiency over
access to key systems and may permit unauthorized
users to obtain or alter sensitive information, including
unauthorized access to financial records and data.
Our FY 2008 Federal Information Security

Management Act (FISMA) audit found that the DOL
security program did not fully implement minimum
security controls. We identified pervasive and obvious
weaknesses across DOL, including access controls,
certification, accreditation and security assessment,
configuration management, contingency planning,
and incident response. The OIG has identified these
same deficiencies in past years’ FISMA audits. The
recurring cycle of the same weaknesses, especially
obvious access control vulnerabilities, identified by
the OIG since FY 2006 demonstrates that DOL's
information security program mustimprove its current
effort to fully implement and monitor information

security controls throughout the Department.
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Workforce Investment Act

The goal of the Workforce Investment Act (WIA) is to increase employment, retention, and

earnings of program participants. The OIG has conducted numerous audits of the WIA program

and its grantees since WIA's enactment, including audits of state WIA expenditures, training and

educational services provided to dislocated workers, and state-report performance data. The

Department has implemented many of our recommendations to improve WIA program administration

and performance. OIG investigations have resulted in the prosecution of individuals who illegally

obtained WIA funds, thereby denying eligible persons the benefit from employment services. Our

investigations have also documented conflict-of-interest issues involving program administrators.

Value of High Growth Job Training Initiative
Grants Not Demonstrated

he High Growth Job

Training Initiative (HGJTI) is
a Presidential initiative created to
prepare workers for employment
in high-growth areas such as
health care, financial services,
and biotechnology. During the
last semiannual reporting period,
at the request of the Chairman
of the Senate Appropriations
Subcommittee on Labor, Health
and Human Service, Education and
Related Agencies, we conducted
an audit of 39 high growth grants to
determine if ETA followed proper

procedures in noncompetitively
awarding grants under this
initiative.  We found that ETA

could not demonstrate that it
followed proper procedures when
it non-competitively awarded 35, or
90 percent, of high growth grants
we reviewed, totaling $57 million.
Phasetwoof ouraudit,completed
during this semiannual reporting
period, regarding this initiative was

a performance audit of 10 grants
from our original 39 grant audit
sample. Based on the Chairman’s
request, we designed this audit to
answer three questions:

1. Did grantees accomplish
their grant objectives?

2. Were additional matching

funds or leveraged resources
provided by grantees as
required?

3. Did HGJTI grants result
in expanded system capacity for
skills training and competency
development?

We found that grant objectives
were often unclear. Specifically,
seven grantees either did not
meet all of their objectives or
the objectives were so unclear
that we could not determine
whether the grantee delivered the
performance they were funded to
produce. Grantees did not meet
objectives in the areas of training
and placement goals; product

completion; product delivery; and
required tracking of outcomes.

Second, the justification for
noncompetitively awarding 9 of
the 10 grants was based partly
on grantees’ commitment to
provide additional resources of
$42.1 million. However, we found
that grantees did not provide
$20.5 million of those funds in part
because they could not provide
documentation that they had done
so. Therefore, the level of services
provided by the grantees may
have been significantly reduced
from the levels indicated in the
original grants.

Finally, ETA did not determine
the usefulness of grant products
and activities before disseminating
them. As a result, ETA
disseminated unproven products
and strategies.

We recommended that ETA:

. Improve the grant writing,
solicitation and award process by

“ETA did not determine the usefulness of grant products and
activities before disseminating them.”
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developing a process that ensures
that grant agreements delineate
clear, concise, and measureable
objectives that can be used to
determine the success of grant
performance.

. Improve grant monitoring
and close out by adhering to its
policy that each grant be monitored
on an ongoing basis to identify and
correct problems.

. Enhance the effectiveness
of HGJTI by evaluating grant
results prior to dissemination to
the workforce investment system,
and using the results of those
evaluations to ensure that the
most successful strategies are

replicated.

ETA generally disagreed with
our findings regarding grant
performance. Specifically, ETA
took exception with our position
that it was inappropriate to share
knowledge gained and products
developed without a formal
evaluation of the quality of the
products. Moreover, ETA stated
that it does not have the expertise
or resources to evaluate every
product. ETA further stated that
is was not “necessary or valuable
to evaluate every High Growth
deliverable” before sharing it with
the workforce system.

Much can be learned from

this initiative that can be carried
forwmard to improve ETAs
discretionary grant program. In
order to meet the employment
and training needs of workers in
the 21st century, it is critical that
ETA ensure that it selects the
best service providers, makes
goals and expectations clear to
grantees, ensures that success
can be measured, provides active
oversightofits grantees, evaluates
outcomes, and disseminates and
replicates only those strategies
and programs that have been
proven to be successful. (Report
No. 02-08-204-03-390, April 29,
2008)

Former CIETC CEO Pleads Guilty to
Misapplication of Funds

amona Cunningham, the former CEO of

the Central lowa Employment and Training
Consortium (CIETC), pled guilty on June 30, 2008,
to conspiracy, fraud, misapplication of funds, and
obstruction of aninvestigation. CIETCisajobtraining
and educational entity. Jane Barto, the former deputy
director at lowa Workforce Development, and Karen
Tesdell, a former chief accountant at CIETC, were
convicted April 24, 2008. Barto was found guilty
of obstruction of an investigation, and Tesdell was
convicted of conspiracy, fraud, and misapplication of
funds.

CIETC was a recipient of millions of dollars in
Workforce Investment Act funds. Between 2003 and
2006, the defendants participated in a conspiracy
to obtain government funds and pay about
$1.8 million in excessive salaries and bonuses to
CIETC executives. Tesdell's and Cunningham’s
salaries were approved by Archie Brooks, a former
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Des Moines city councilman and former chair of
the CIETC board of directors, who pled guilty to
misapplication of funds in October 2007.

In March 2008, a civil settlement agreement,
separate from the criminal case, was entered
into by the U.S. Attorney’s Office, DOL, the U.S.
Department of Health and Human Services (HHS),
and the State of lowa, whereby the state agreed to
repay $1.3 million to the United States as a result
of negotiations with the state over the alleged
misappropriation of Federal funds provided to
CIETC through WIA and the Temporary Assistance
for Needy Families program.

This was a joint investigation with the
Federal Bureau of Investigation (FBI), the lowa
State Auditor’s Office, the lowa Department of Public
Safety, the lowa Division of Criminal Investigation,
and HHS-OIG. United States v. Cunningham, et al.
(S.D. lowa)



Individual Sentenced for Defrauding DOL of

Disaster-Related Funds

andra K. Howell was sentenced on June 6,
2008, after being previously found guilty of
charges related to her involvement in a conspiracy
scheme to defraud the Federal Emergency
Management Agency (FEMA) and DOL of
approximately $30,000 in disaster-related benefits.
She and her co-conspirators, Charles and Gregory
Chaisson, claimed they were victims of Hurricanes
Katrina and Rita. Howell was sentenced to 46
months in prison, 3 years of supervised released,
ordered to pay $25,175 in restitution, and a $1,200
special assessment fee. Her co-conspirators were
sentenced for their roles in the scheme in December
2007 and January 2008, respectively.
The three devised a scheme to defraud DOL
through the Concho Valley Workforce Solutions,

a Texas-based organization that received and
disbursed National Emergency Grant (NEG) funds
for hurricane evacuees through a grant. The trio
fraudulently applied for and received NEG funds of
approximately $7,000, and approximately $23,000
from FEMA after Howell fraudulently claimed that
her primary residence was in New Orleans. Both
Howell and Charles Chaisson made false claims
that their residence in Lafayette, Louisiana, was
damaged by Hurricane Rita. In addition, they both
made false claims for disaster relief on behalf of
Gregory Chaisson.

Thiswas ajointinvestigation with the FBI, the DHS-
OIG, the United States Postal Inspection Service
(USPIS), and the San Angelo Police Department.
United States v. Sandra Howell (N.D. Texas)

Three Plead Guilty in a WIA Conspiracy Fraud

Scheme

or their roles in a conspiracy to defraud the

United States Government, Lafete Tucker,
Janice Fultz-Gardner, and Gregory Vernon, former
managers at the Louisiana Workforce Investment
Act - District 20 (LWIA), pled guilty on August 18,
2008. In addition, Shirley Freeman pled guilty
August 7, 2008, to theft of Workforce Investment Act
employment and training funds.

Between 2002 and 2005, Tucker, who was also
the owner of a social services facility, submitted
false vouchers to DOL for services not rendered
and expenses not incurred. Specifically, Tucker
unlawfully received approximately $104,000 from
DOL and $10,200 from HHS.

Gardner, who was also the owner of a facility
providing parenting training and child care,
submitted fraudulent vouchers alleging the lease
of office equipment resulting in her unlawful receipt
of approximately $55,636. Additionally, Gardner
submitted vouchers for payment regarding social
services not rendered, resulting in unlawful receipt of
approximately $22,850 from DOL.

Vernon was entrusted with verifying and
approving payment of child-care vouchers submitted

by a child-care facility owned by Shirley Freeman.
Vernon authorized reimbursement for the vouchers
submitted by Freeman to LWIA-20 knowing they
were false and, in exchange, Vernon received
several thousand dollars in kickbacks from Freeman
between 2004 and 2005. Additionally, Vernon was an
independent contractor who received approximately
$44,500 through fraudulent vouchers he submitted
for payment to HHS for counseling services he never
rendered.

Freeman, the owner of a child-care facility,
submitted vouchers to DOL and HHS attesting that
she provided care for the same children at the same
time, thereby unlawfully obtaining approximately
$60,000 in duplicate child-care reimbursement from
the DOL.

This case was investigated by the FBI, HHS-
OIG; Internal Revenue Service (IRS)-Criminal
Investigation Division; Louisiana Department of
Social Services, Office of Family Support - Fraud
and Recovery Section; and auditors for the Louisiana
Workforce Investment Board. United States v. Lafete
Tucker, et al. (E.D. Louisiana)

“Gardner submitted vouchers for payment regarding
social services not rendered, resulting in unlawful receipt
of approximately $22,850 from DOL.”
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Job Corps

Job Corps operates 122 centers throughout the United States and Puerto Rico to provide

occupational skills, academic training, job placement services, and other support services, such

as housing and transportation, to approximately 60,000 students each year. Its primary purpose

is to assist eligible at-risk youth who need intensive education and training services. The OIG is

statutorily required to audit Job Corps Centers every three years.

Our audit work continues to reveal that some operators of Job Corps Centers overstate their

performance results (i.e., student job placement, high school diploma attainment, attendance, and

training records) in order to improve the centers’ operating performance, which can result in the

operating contractor receiving greater, performance-based, financial incentives.

Audits of Job Corps Operators lIdentify Health and
Safety Concerns, and Financial and Performance

Shortcomings

We issued three performance audits involving the Job Corps Program. Our audits reviewed operations
at 7 centers operated by 2 contractors and the U.S. Department of Agriculture Forest Service.
These two contractors and the Forest Service operate a total of 35 centers.

Performance Audit of Cleveland and Detroit Job Corps Center
Operated by Applied Technology Service, Inc. (ATSI)

Our audit of ATSI operated centers in Cleveland
and Detroit was conducted in response
to a hotline complaint alleging that Detroit Job
Corps Center officials improperly reported payroll
expenses, improperly conducted GED testing, and
did not address plumbing deficiencies. We did not
substantiate these specific allegations; however,
our audit of Job Corps centers operated by ATSI in
Cleveland and Detroit found several deficiencies.
We found that financial management and
reporting at the Cleveland and Detroit Center’s
was inadequate. Specifically, ATSI did not properly
support approximately $158,754 of expenses billed
to Job Corps. In addition, Detroit did not follow
Federal requirements for full and open competition
when it awarded 10 of 11 contracts we reviewed.
Our audit questioned $519,889, the total amount
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of 10 contracts awarded without competition. We
also found that ATSI did not comply with Job Corps
requirements for recording and reporting student
attendance at these centers. As a result, on-
board strength, a key performance measure, was
overstated.

We made seven recommendations to Job Corps
including that it request that ATSI reimburse the
Department for unsupported costs it billed to Job
Corps and for contracts awarded without full and
open competition. We also recommended that ATSI
implement procedures to ensure compliance with
Job Corps requirements. The Office of Job Corps
concurred with our recommendations and stated that
it will coordinate with ATSI to provide an action plan
to correct the problems we identified. (Report No. 26-
08-005-01-370, September 30, 2008)



Performance Audit of Laredo and New Haven Job Corps Centers
Operated by Career Systems Development Corporation (CSD)

We also conducted a performance audit
of CSD which is under contract with Job
Corps to operate 10 centers. Our audit covered the
Laredo, Texas, and New Haven, Connecticut, Job
Corps centers. Our objectives were to determine
whether CSD ensured compliance with Job Corps
requirements for managing center safety programs,
reporting performance, and managing and reporting
financial activity.

We found unsafe or unhealthy conditions at New
Haven. These conditions occurred because New
Haven officials often did not conduct required safety
inspections. When inspections were conducted and
problems identified, New Haven officials did not
ensure that the problems were corrected. Unsafe
conditions included water damaged and collapsing
ceiling tiles, mold on student dormitory walls, and
missing or inoperable emergency exit signs. We
found that in addition to not conducting the required
safety inspections, New Haven officials also did not
maintain a safety committee as required by Job
Corps; or conduct on-site monitoring to identify and
correct systemic non-compliance with Job Corps
safety and performance reporting requirements.

We found that reported performance information
at both the Laredo and New Haven Centers was
inaccurate. Specifically, at Laredo on-board
strength was overstated; student attendance and
leave were not documented as required; and
students were not separated due to unrecorded
absences as required.

At the New Haven Center, we found that
management reported that students with incomplete
Training Achievement Records had completed
vocational training. We found that incomplete on-
site monitoring at both centers contributed to the
inaccurate performance data both reported.

We made eight recommendations to the Job Corps
National Director including requiring CSD to improve
on-site monitoring and to identify overstatements of
vocational completion rates and on-board strength
at other centers it manages. We also recommended
that CSD pay any liquidated damages required by
its contract because of overstating its performance
to the Department. Job Corps generally agreed
with our recommendations and has shown that CSD
has taken adequate corrective actions to improve
its controls over center safety and performance
reporting.  However, Job Corps did not directly
state that it would require CSD to identify on-board
strength and vocational completion overstatement
or to pay the liquidated damages related to those
overstatements. (Report No. 26-08-001-01-360,
September 30, 2008)

Performance Audit of Schenck, Flatwoods, and Blackwell Job
Corps Centers Operated by the USDA Forest Service

inally, we conducted a performance audit at three Job Corps centers operated by the Department of

Agriculture’s Forest Service. As with the centers operated by ATSI and CSD, we found that the Forest
Service did not comply with Job Corps requirements for reporting performance and financial activity. At the
Schenck, Flatwoods, and Blackwell Centers operated by the Forest Service, student achievement and on-
board strength were overstated and none of the three centers could ensure that reported student attendance
was reliable. We made 10 recommendations for improvement. Job Corps responded that it will consider
the non-compliance and wasteful spending noted in our report when making future Forest Service budget
decisions, and will coordinate with the Forest Service to provide an action plan to correct the problems we
identified. (Report No. 26-08-004-01-370, September 30, 2008)
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Conclusion

ur findings from these Job Corps audits continue to reveal a pattern of inaccurate reporting of
key performance measures by center operators that Job Corps relies on to evaluate contractor
performance. We also continue to find unsafe and unhealthy conditions in centers that are unacceptable in

a Federally run residential program.

“Unsafe conditions [at the New Haven Job Corp Center] included water
damaged and collapsing ceiling tiles, mold on student dormitory walls,
and missing or inoperable emergency exit signs.”

Procurement Practices of Job Corps Contracts

Need Improvement

We conducted an audit to determine the
impact that the transfer of Job Corps from
ETA to the Office of the Secretary had on Job
Corps procurement and contracting practices. We
found that the program’s transfer strengthened
procurement controls by separating the procurement
and program functions and that there were fewer
contract and procurement deficiencies after the
transfer. However, improvements are still needed
to ensure contracts are competitively awarded and
services are obtained at a reasonable cost.

Our audit covered 34 contracts—18 originated
by ETA prior to the transfer and 16 by the Office
of the Assistant Secretary for Administration and
Management (OASAM) which became responsible
for providing contracting support to Job Corps
after the transfer. We found that nine contracts
(26 percent) had deficiencies in the processing of
the awards and/or in modifications to the awards.
Specifically, 7 of ETA's 18 contracts totaling more
than $110 million, and 2 of OASAM'’s 16 contracts
totaling $3.9 million, did not demonstrate that they

were awarded in accordance with proper procurement
procedures.

We identified a number of deficiencies including
contract modifications that were not properly
justified, reviewed, and approved and necessary
documentation that was not available to support
that the contracts were properly awarded. We
concluded that these deficiencies occurred because
of inadequate management oversight. We also found
that contract staff did not have adequate training.

We recommended that the Assistant Secretary for
Administration and Management take steps to ensure
that management oversight of contract award and
modification processing is conducted and to provide
staff training to ensure that Federal acquisition and
that DOL procedures are appropriately followed.
The Department agreed with our recommendations,
and the OASAM Deputy Assistant Secretary for
Operations stated that there will be an increased
emphasis on DOL’s procurement policy and oversight
function. (Report No. 04-08-003-01-370, September

30, 2008)

Audit Resolution: YWCA Repays $303,870

B ased on a 2006 OIG audit, in March 2008, the YWCA of Greater Los Angeles (YWCA) agreed to
repay $303,870 to DOL for unallowable costs incurred in operating the Los Angeles Job Corps Center

(LAJCC). Our audit questioned $300,870 after it found that the YWCA had charged the Office of Job Corps for
the cost of developing two proposals for the operation of the Long Beach Job Corps Center and the LAJCC.
Specifically, the YWCA charged this amount to Job Corps contract funds for several thousand hours of staff
time spent preparing the proposals. Use of Job Corps contract funds for this purpose violated applicable
cost principles. In addition, the audit questioned $3,000 of annual insurance costs for a government vehicle
that the CEO of the YWCA used for a three year period. LAJCC had billed the YWCA for the monthly use
of the vehicle, but did not bill it for $3,000 in related annual insurance costs. Instead, the Office of Job
Corps incorrectly bore these costs. In June 2008, the YWCA repaid the full amount owed without further
proceedings. (Report No. 09-06-005-01-370, issued September 29, 2006)
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Foreign Labor Certification Program

The Employment and Training Administration’s foreign labor certification programs allow
U.S. employers to employ foreign labor to meet worker shortages by filing labor certification
applications through ETA'’s foreign labor certification process. The H-1B Visa Specialty Workers
Program requires employers who intend to employ foreign specialty occupation workers on a
temporary basis to file labor condition applications with ETA stating that appropriate wage rates
will be paid and workplace guidelines will be followed. The H-2B program established a means for
U.S. nonagricultural employers to bring foreign workers into the U.S. for temporary employment.
The Permanent Foreign Labor Certification program allows an employer to hire a foreign worker
to work permanently in the United States.

OIG investigations have revealed that the foreign labor certification process continues to be

compromised by unscrupulous attorneys, labor brokers, employers, and others.

Stronger Internal Controls Needed in Program Electronic
Review Management Audit Process to Ensure Integrity of
the Permanent Labor Certification Program

he Program Electronic Review Management

(PERM) system audit process, implemented in
March 2005, was intended to ensure that applicants
to the Foreign Labor Certification Program (FLC) met
eligibility requirements. Through the PERM system
employers can obtain permanent labor certification
for foreign workers to fill permanent job vacancies
in occupations for which qualified U.S. workers are
unavailable. As part of the application process,
employers must perform a “labor market test” to
determine whether there are any U.S. workers able,
willing, qualified, and available in the community
where the job will be performed. Through the PERM
system, ETA audits a sample of these applications
to verify that employers properly made their
determination. The OIG conducted a performance
audit to determine whether the internal controls over
the PERM system were adequate. We found that
internal controls for the PERM audit system need to
be stronger.

ETA discontinued certain types of audits in
December 2005. We also found that ETA was not
auditing many of the applications that had been
selected for either a random or a targeted audit.
Specifically, our review of 219 applications disclosed
that ETAhad not audited 63 of those applications. Asa
result, ETAmay have certified fraudulent applications

or applications that did not meet required criteria.
Certifying labor applications for foreign workers who
were not eligible for employment in foreign labor
programs could negatively affect the U.S. workforce
by reducing the number of jobs available for U.S.
workers.

Additionally we found that the Permanent Case
Management System could not readily provide
information on the progress of all applications. As a
result, ETAmay notknow how effective its certification
program or the PERM audit process are in ensuring
that only eligible applications are approved.

We made three recommendations regarding
the PERM system to: revise the methodology for
selecting applications for audit; ensure all applications
selected for audit are audited; and ensure that the
Office of Foreign Labor Certification (OFLC) updates
the Permanent Case Management System to provide
readily available management reports for monitoring
the progress of audited applications. ETA strongly
disagreed with our methodology and specific
conclusions regarding the impact of its decision to
discontinue certain types of audits, but agreed to
implement the report’s three recommendations to
correct the audit’s findings. (Report No. 6-08-003-
03-321, September 30, 2008)
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Window Manufacturer Sentenced for Submitting False

Labor Certifications

Robert Mahood, who had been a fugitive in China, was sentenced on July 25, 2008, to 18 months
incarceration and 36 months’ probation for his involvement in an immigration fraud scheme involving
the submission of more than 1,400 fraudulent labor certifications. Mahood is owner and manager of East

Coast Fabricators (ECF), a window manufacturing
company that sponsored more than 250 foreign
workers and charged as much as $90,000 for an
approved labor certification. Global Recruitment &
Immigration Services, a law firm whose owner was
sentenced in December 2005 for his involvement in
the scheme, filed the fraudulent labor certifications on
behalf of ECF.

Mahood is the last of nine defendants, including
an attorney and a former CIA agent, who have been
convicted and sentenced in this investigation, which
resulted in a total forfeiture of $4.6 million. This was
a joint investigation with the FBIl. United States v.
Robert J. Mahood (E.D.Virginia)

Company Sentenced to Pay Nearly $1 Million for

Employment-Visa Scam

he corporate entity, Overseas Employment

and Information Service, Inc., doing business
as EBI, was sentenced on August 22, 2008, in
connection with its scheme to submit falsified labor
certifications in order to obtain employment-based
visas for aliens. The company was ordered to pay a
combined total of $800,000 in criminal fines and asset
forfeiture, $151,000 in victim restitution, and a $400
special assessment. The criminal monetary penalty
follows a $200,000 civil settlement agreement in
April 2008 by EBI’s former vice president, Tricia Yoo
Matuszak.

EBI had offices in Maryland and California, and
provided immigration-related services primarily to
the Korean and Chinese communities in the United
States, Republic of Korea, and the People’s Republic
of China. Beginning in 1999, EBI conspired to file
falsified labor certification applications that bore

the names, identifying information, and purported
signatures of former EBI clients who had already
obtained either their lawful permanent resident status
or citizenship, and, therefore, had no need for a new
labor certification application.

EBI used these approved labor certifications as
the basis for the substitution of other aliens in the
visa petition process. This served to shortcut the
system and significantly reduce the waiting period for
the substitute beneficiaries. EBI filed at least 25 such
documents with DOL and the U.S. Citizenship and
Immigration Services (USCIS) during the course of
this conspiracy and charged immigrants $30,000 to
$50,000 per application. This was ajoint investigation
with U.S. Immigration and Customs Enforcement
(ICE). United States v. Overseas Employment and
Information Service, Inc. (S.D. Maryland)

Brothers Sentenced for Submitting Fraudulent Labor

Certification Applications

J

ohn Chikwon Hwang, owner and vice president of Brothers Construction Company (BCC), was
sentenced on April 18, 2008, to 24 months’ probation and a fine of $5,000 for his involvement in a

conspiracy with his brother to submit fraudulent labor certification documents to DOL and other government
agencies. His brother, Chichan Hwang. who recruited individuals to apply for fraudulent labor documents,
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was sentenced on April 11, 2008, to 33 months of imprisonment and 3 years of probation, and was ordered
to forfeit $300,000. The brothers submitted the fraudulent documents in an effort to obtain green cards for
foreign nationals. The Hwangs charged the individuals more than $27,000 to submit their visa applications.
The brothers then arranged for BCC to provide fraudulent paychecks to the foreign nationals to demonstrate
to DHS and other Federal agencies that the foreign nationals were employed by BCC. To this end, BCC
generated more than $1.1 million in fictitious payroll. This is a joint investigation with the Department
of State-OIG (DOS-OIG), DOS-Diplomatic Security Services (DOS-DSS), U.S. Department of Homeland
Security (DHS), and the Fairfax County (Virginia) Police Department. United States v. John Chikwon Hwang

and United States v. Chichan Hwang (E.D. Virginia)

Two Plead Guilty for Filing Fraudulent Labor Certification

Applications

lya Zherelyev, a bodyguard for the indicted

business owner of Lynn International (LI), pled
guilty on August 26, 2008, to conspiracy, visa/asylum
fraud, money laundering, conspiracy to commit
money laundering, and failure to appear for a court
hearing for his role in an asylum fraud conspiracy
scam. Lynn International is purported to have been
disguised as a translation service but instead it was
used to prepare and file fraudulent labor certification
applications and guaranteed its clients that they could
lawfully obtain permanent residency status. Nelly
Katsman, a translator, pled guilty on September 16,
2008, to conspiracy and visa fraud. Zherelyev and
Katsman were previously charged July 29, 2008, with
four other defendants. Their business, LI, is alleged
to have filed at least 380 fraudulent labor certification

The defendants allegedly assisted clients in
making false claims of persecution to immigration
authorities in order to obtain asylum. For this
service, the clients were allegedly charged a fee of
up to $8,000 per individual and up to $12,000 for a
family. It is suspected that the company received
at least $3 million in proceeds from the fraudulent
asylum business. This is a joint investigation
with ICE, U.S. Department of Housing and Urban
Development-OIG (HUD-OIG), DOS-DSS, the
USCIS-Office of Fraud Detection and National
Security (USCIS-FDNS), FBI, the Northampton
Township, and the Upper Southampton Township
(Pennsylvania) Police Departments. United States
v. David Lynn, llya Zherelyev, Nelly Katsman, et al.

(E.D. Pennsylvania)

applications for clients between 2003 and 2007.

“Lynn International is purported to have been disguised as a
translation service but instead it was used to prepare and file
fraudulent labor certification applications...”

Labor Broker Enters Guilty Plea for Filing False H-1B
Labor Applications

axesh Patel, the primary owner of Axar Systems, LLC (Axar), pled guilty on June 30, 2008, to

conspiracy to commit visa fraud. On July 22, 2008, another Axar employee was indicted on identical
charges. As part of the plea, Patel agreed to forfeit $150,000 and dissolve Axar. In the scheme, Patel,
via Axar, filed with DOL labor condition applications that contained false statements. A majority of the
undocumented workers were employed at various locations throughout the United States, rather than the
proposed place of employment submitted on the labor applications, and many were not working as computer
programmers as stated on their labor applications. Many worked as convenience store clerks and made
arrangements with their employer to contract with Axar in an effort to appear as though they were working in
a valid consulting contract. The company used the funds from these individuals to maintain the individuals
on its payroll. This is a joint investigation with ICE-Document and Benefit Fraud Task Force; U.S. Diplomatic

Security Service-Visa Fraud, DHS-OIG, and DHS-SID. United States v. Daxesh Patel (N.D. Georgia)
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Business Owner Pleads Guilty to Conspiracy to
Fraudulently Obtain Employment Visas

harles Keith Viscardi, owner and operator of

Viscardi Industrial Services, LLC (VIS), pled
guilty onAugust 12, 2008, to conspiracy to induce and
encourage illegal immigration. Viscardi and other
conspirators recruited more than 80 Indian nationals
who were each willing to pay tens of thousands of
dollars in exchange for fraudulently obtained H-2B
visas. Five other individuals were indicted March
31, 2008, for their alleged roles in the scheme.

As part of the scheme, the conspirators submitted
Petitions for Nonimmigrant Worker and other
documentation to DHS-Citizenship and Immigration
Services (DHS-CIS), DOL, and other government

entities, falsely representing that the undocumented
workers would be employed at VIS. The conspirators
assisted the undocumented workers in completing
the H-2B visas and in filing them with the DOL. After
their arrival in the United States, Viscardi transported
and temporarily housed them and they were granted
H-2B visas. Viscardi and his co-conspirators
accepted cash and other forms of payment from the
undocumented workers. None of the undocumented
workers was ever employed by VIS; instead they
simply dispersed throughout the country after paying
for their fraudulently obtained visas. United States v.

Charles Keith Viscardi (S.D. Texas)

Senior Community Service
Employment Program

The Senior Community Service Employment Program is a community service and employment

training program for older workers that was originally authorized by the Older Americans Act of

1965. The program provides subsidized, part-time community service work based training for low-

income persons age 55 or older.

ETA Needs to Ensure Grantees Are Aware of Their
Responsibility to Safeguard Personally Identifiable

Information

e conducted a performance audit of the

SCSEP grant awarded to the National
Able Network, Inc. (Able) in response to a hotline
complaint alleging that Able reported inflated
performance results. Our audit did not substantiate
this allegation.

However, as part of our review, we found that
Able could not locate SCSEP participant records
containing personally identifiable information (PII)
for 78 individuals served in California for more
than a three-year period. These participant records
contained PIl used to establish eligibility for the
program including names, Social Security numbers,
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medical histories, and financial resources. We
advised Able to alert ETA of the PII breach and seek
guidance on how to respond. ETA and Able officials
subsequently notified the affected participants.

We found that ETA has not informed grantees
of their responsibilities for reporting the loss of PII
records. As a result, other grantees may not have
reported (or may not be reporting) incidents in which
security over PIll was compromised and therefore
may not have notified individuals whose personal
information may have been compromised.

The Department’s Chief Information Officer has
been notified of the loss of the PII records; however,



ETA has not yet notified grantees.
to our draft report, ETA stated that it will issue a
Training and Employment Guidance Letter to
grantees by December 31, 2008, to communicate

PIl requirements.

We recommended that ETA inform grantees of
their responsibilities for safeguarding PIl records and

In its response

for reporting incidents when PII security has been
compromised; and provide training to ETA staff on
handling PII security incident reports from grantees.
ETA agreed with our recommendations and has
planned or taken corrective action to address them.
(Report No. 02-08-205-03-360, issued September
30, 2008)

NAPCA Should Improve Oversight of

Senior Community Service Employment Program

We conducted a
performance audit in

response to a hotline complaint
alleging that officials of the
National Asian Pacific Center on
Aging (NAPCA) allowed the Royal
Cultural Foundation’s (Foundation)
Executive Director to enroll
ineligible participants in the Senior
Community Service Employment
Program (SCSEP) in exchange
for monetary payments.

While we did not substantiate
that NAPCA officials received
monetary payments for enrolling
ineligible participants, we did
identify a financial conflict of
interest between NAPCA and the
Foundation Director. Specifically,
NAPCA leased office space from
the Foundation Director at below
market rates from 1997 to 2005.
During that time NAPCA did not
conduct all required monitoring
visits and did not identify or correct

enrollment, training, and payroll
deficiencies.

We also found that the
Foundation’s Executive Director
enrolled four ineligible participants
in SCSEP during program years
1994-2005. The ineligible
participants were the Director’s
mother, father, and two people
who worked for the Foundation.
We questioned costs of $182,178
for improper payments to these
four ineligible participants.

Finally, we found that
NAPCA could not demonstrate
that enrollment and training
requirements were met. We
estimated that NAPCA did not
obtain required documentation
to support training for 382 of the
1,418 (27 percent) participants
enrolled nation-wide from January
1, 2005, through March 31, 2007.

We recommended that ETA
require NAPCA to: (1) reimburse

ETA $182,178 in questioned costs
for improper payments to the
four Foundation participants; (2)
develop policies and procedures
to prohibit conflicts of interest;
and (3) develop controls to
effectively identify and correct
non-compliance with SCSEP
enrollment, training, and program
management requirements.
NAPCA disagreed with our
findings and recommendations;
however, it stated that it is
planning to provide training and
to ensure that it has controls to
improve its ability to detect and
correct non-compliance  with
SCSEP requirements. The Final
Determination to be issued by the
Grant Officer will provide ETA's
decisions regarding the report’s
recommendations. (Report
No. 09-08-001-03-360, issued
September 30, 2008)
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The OIG at the DOL has a unique programmatic responsibility to investigate labor racketeering
and/or organized crime influence against unions, employee benefit plans, and workers. The
Inspector General Act of 1978 transferred responsibility for labor racketeering and organized
crime—related investigations from the Department to the OIG. In doing so, Congress recognized
the need to place the labor racketeering investigative function in an independent law enforcement
office free from political interference and competing priorities. Since the 1978 passage of the
Inspector General Act, OIG Special Agents, working in association with the Department of Justice’s
Organized Crime and Racketeering Section, have conducted criminal investigations to combat
labor racketeering in all its forms.

Traditional Organized Crime: Traditionally, organized crime groups have been involved
in benefit plan fraud, violence against union members, embezzlement, and extortion. Our
investigations continue to identify complex financial and investment schemes used to defraud
benefit fund assets, resulting in millions of dollars in losses to plan participants. The schemes
include embezzlement or other sophisticated methods, such as fraudulent loans or excessive fees
paid to corrupt union and benefit plan service providers. OIG investigations have demonstrated
that abuses by service providers are particularly egregious due to their potential for large dollar
losses and because they often affect several plans at the same time. As of September 30, 2008,
the OIG’s inventory of more than 200 benefit plan cases included 64 service provider investigations
that had more than $1 billion in plan assets potentially at risk. The OIG is committed to safeguarding
American workers against being victimized by labor racketeering and/or organized crime.

Nontraditional Organized Crime: Our current
investigations are documenting an evolution of labor
racketeering and/or organized crime corruption. We are
finding that nontraditional organized criminal groups are
engaging in racketeering and other crimes against workers in
both union and nonunion environments. Moreover, they are
exploiting DOL's foreign labor certification and Unemployment

Insuran I) programs. [ OFFICE OF
surance (UI) programs - | INSPECTOR GENER

mpact of Labor Racketeering on the Public: Labor

racketeering activities carried out by organized crime
groups affect the general public in many ways. Because
organized crime’s exercise of market power is usually
concealed from public view, millions of consumers unknowingly
pay what amounts to a tax or surcharge on a wide range of
goods and services. In addition, by controlling a key union
local, an organized crime group can control the pricing in an
entire industry.

The following cases illustrate our work in helping to eradicate both traditional and nontraditional labor
racketeering in the nation’s labor unions, employee benefit plans, and workplaces.
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Benefit Plan Investigations

The OIG is responsible for combating corruption involving the monies in union-sponsored
benefit plans. Those pension plans and health and welfare benefit plans comprise hundreds of
billions of dollars in assets. Our investigations have shown that the assets remain vulnerable to
corrupt union officials and organized crime influence. Benefit plan service providers continue to

be a strong focus of OIG investigations.

Sixty Gambino Organized Crime Family Members
Plead Guilty

ixty of the 62 previously indicted members and associates of the Gambino La Cosa Nostra (LCN)

Organized Crime Family (including John D’Amico, acting boss; Domenico Cefalu, acting underboss;
Joseph Corozzo, consigliere; and captain, Nicholas Corozzo), have pled guilty, and 36 were sentenced
between July and September 2008. The guilty pleas and sentencings follow the February 8, 2008,
indictments, on charges including racketeering conspiracy, extortion, theft of union benefits, mail fraud, false
statements, loan sharking, embezzlement of union funds, money laundering, illegal gambling, and murder
conspiracy. Sentences have included imprisonment of up to 63 months and fines of up to $250,000.

Both construction industry principals and union officials were among those who pled guilty for crimes
spanning more than three decades. Many of the construction companies involved paid a “mob tax” in
return for protection and permission to operate. The convictions illustrate the extent of the Gambino family’s
control and influence over the construction industry in and around New York City. This involved the trucks
that move construction material and debris around the New York City area, the cement that is poured to
build house foundations in Staten Island, the general contractors responsible for building condominiums in
New Jersey, and a proposed NASCAR raceway.

Ten of the defendants, all members and associates of the Gambino family, have pled guilty to racketeering
conspiracy, which include acts involving murder, attempted murder, robbery, extortion, conspiracy to
distribute cocaine and marijuana, securities fraud, mail fraud, loan sharking, theft of union benefits, illegal
gambling, and bribery.

This investigation also identified corruption within Locals 731 and 325 of the Laborers International Union
of North America (LIUNA). Louis Mosca, business manager for LIUNA Local 325, pled guilty on May 5,
2008, to conspiracy to commit mail fraud in connection with a scheme to purchase a Local 325 union
book for the brother-in-law of Gambino Crime Family Captain, Lenny Dimaria. Michael King, a former
construction company project supervisor and shop steward for LIUNA Local 731, pled guilty on August 1,
2008, to extortion conspiracy. King conspired, along with others, to extort money through the threat of loss
of trucking contracts.

This ongoing OIG investigation is being conducted with the New York State Organized Crime Task Force,
FBI, U.S. Department of Transportation (DOT), Internal Revenue Service (IRS), New York City Department of
Investigation, New York City Business Integrity Commission, and the Metropolitan Transportation Authority.
United States v. Joseph Agate, et al. (E.D. New York)

“The guilty pleas and sentencings follow the February 8, 2008,
indictments, on charges including racketeering conspiracy,
extortion, theft of union benefits, mail fraud, false statements,
loan sharking, embezzlement of union funds, money laundering,
illegal gambling, and murder conspiracy.”
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Prominent Real Estate Developer Found Guilty of
Charges Related to Defrauding of Teacher’s Union

Pension Plan

ntoin “Tony” Rezko, a prominent real estate

developer and owner of major restaurant
franchises in the Midwest, was found guilty on June
4, 2008, of several charges, including mail fraud, wire
fraud, bribery, and money laundering. The trial involved
an ongoing criminal probe into pension kickback
schemes involving the lllinois Teachers Retirement
System (TRS), a $30 billion lllinois state pension fund.

members and beneficiaries. Most of the
TRS beneficiaries are members of the lllinois
Federation of Teachers union. The investigation
revealed that Rezko schemed with a TRS board
member to receive kickbacks from companies
who wanted to secure contracts as TRS service
providers. This was a joint investigation with the
FBI, IRS, and the USPIS. United States v. Antoin

TRS, the primary defined pension plan for lllinois
approximately 325,000

schoolteachers, serves

Rezko (N.D. lllinois)

Operators of Demolition Company Indicted for
Defrauding LIUNA Pension and Employee
Welfare Benefit Plans

he two operators of a

specialty demolition
company were named in a 27-
count Federal indictment on
September 2, 2008, charging
them with defrauding the pension
and employee welfare benefit
plans of the Laborers International
Union of North America (LIUNA),
Local Union 332 (Local 332),
numerous income tax violations,
and conspiracy.

One of the individuals, a
party to a collective bargaining
agreement (CBA) with LIUNA,
allegedly used non-union night
work crews in violation of the CBA.
The defendant purportedly paid
these workers at a substandard
rate and intentionally omitted

workers’ hours on submissions to
the benefit plans. As part of the
alleged scheme, the company
also submitted fraudulent certified

payroll forms to funding agencies
and created fake payroll checks
to conceal that employees were
paid cash at rates well below the
prevailing wage.

The indictment further alleged
that the two individuals failed to
withhold or pay corporate income
taxes totaling approximately
$500,000 since 2004. This is a
joint investigation with the IRS-
CID and the FBI.
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Asbestos Abatement Contractors Sentenced to Prison
for Stealing Employee Benefits

hree co-conspirators from two asbestos

abatement and demolition companies,
Interenvironmental, Inc., and Abcon
Environmental, Inc., were sentenced for their
roles in a conspiracy to alter payroll records and
failure to make fringe benefit contributions of
$202,000 to the Connecticut Laborers Fund, of
which Laborers’ Local Union 455 is a part.

Mark Sergi, owner/operator of Abcon
Environmental, Inc., was sentenced on May 27,
2008, to 24 months’ imprisonment and 3 years

on July 23, 2008, to 12 months’ incarceration and 36
months’ supervised release. Michael Plisner’s nephew,
Elvis Plisner, the signatory on the Collective Bargaining
Agreement between Interenvironmental, Inc., and the
Laborers’ Local Union 455, was sentenced on April
18, 2008, to 10 months’ incarceration and 36 months’
supervised release. Elvis Plisner was ordered to pay
a fine in the amount of $5,000.

All three individuals were also ordered to pay
restitution jointly and severally in the amount of
$202,000 to the Connecticut Laborers Fund. This

was a joint investigation with the FBI. United States v.

of supervised release. Sergi was ordered to pay
Plisner and United States v. Sergi (D. Connecticut)

a fine in the amount of $5,000. Michael Plisner,
owner of Interenvironmental, Inc., was sentenced

Business Owner Sentenced to Prison for Labor
Embezzlement and Environmental Crimes

David Jacobs, president and owner of the former Northwestern Plating Works, Inc. (NPW), was
sentenced on July 17, 2008, to 46 months’ imprisonment after pleading guilty earlier this year to
benefit fund embezzlement and environmental charges. He pled guilty to embezzling from an employee
pension plan and to improperly storing and disposing of hazardous wastes. Jacobs was ordered to pay
restitution of $832,890 for the pension fraud and $1,259,695 for the environmental crimes. Between 2001
and 2005, he used his role as sole trustee and administrator of NPW’s employee profit sharing plan, which
provided retirement income for NPW employees, to embezzle funds. This was a joint investigation with U.S.
Environmental Protection Agency-CID and the Employee Benefits Security Administration (EBSA). United
States v. David Jacobs. (N.D. lllinois)

“Jacobs was ordered to pay restitution of $832,890 for the
pension fraud and $1,259,695 for the environmental crimes.”

Three Former HMO Officials Found Guilty of Fraud

he owner and the chief Moyers, the Oath’s vic