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PURPOSE OF TRAINING

•

••

••

To define fraud and to provide examples and         To define fraud and to provide examples and         
indicators of OIG fraud cases.indicators of OIG fraud cases.

To assist government officials in detecting fraud To assist government officials in detecting fraud 
in transportation programs.in transportation programs.

To encourage cooperation between government To encourage cooperation between government 
officials and OIG officials and OIG Special Agents.Special Agents.



OIG Investigations Outreach 
Program
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Program

••
••

••
••

••
••
••

Fraud Awareness and Education
Promotion of Stronger Oversight by FHWA 
and State DOTs
Partnership with Audit
Liaison Efforts with DOT Operating 
Administrations, State and Local DOT 
Officials, other Law Enforcement, and 
Industry
Identify Risks and Oversight Challenges
Early Detection of Fraudulent Activities
Recovery.gov- Education, Transparency, 
Accountability 

Fraud Awareness and Education
Promotion of Stronger Oversight by FHWA 
and State DOTs
Partnership with Audit
Liaison Efforts with DOT Operating 
Administrations, State and Local DOT 
Officials, other Law Enforcement, and 
Industry
Identify Risks and Oversight Challenges
Early Detection of Fraudulent Activities
Recovery.gov- Education, Transparency, 
Accountability 



Types of Investigations

••

••

••

••

CriminalCriminal

CivilCivil

Parallel ProceedingsParallel Proceedings

Administrative Action Administrative Action 



MISTAKE MISTAKE 
OR OR 

FRAUD ?FRAUD ?
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WHAT IS FRAUD?

•

••

••

To commit fraud is to misrepresent for financial To commit fraud is to misrepresent for financial 
gain.gain.

Fraud involves an intent to deceive, often Fraud involves an intent to deceive, often 
characterized by altered or concealed documents.characterized by altered or concealed documents.

An isolated mistake is not fraud, but a pattern of An isolated mistake is not fraud, but a pattern of 
“mistakes” consistently favoring the contractor “mistakes” consistently favoring the contractor 
indicates fraud.indicates fraud.
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Common Rationalizations about 
FRAUD

“Everybody Does It”
“The Government Can Afford It”
“It’s For a Good Purpose”
“It’s Not That Serious”
“I Deserve It”
“Victimless Crime”
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Who Reports Fraud?

• Disgruntled Employee

• Qui Tam Relator

• State DOT 

• Newspaper

• Self-Disclosure
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ROLES IN FRAUD INVESTIGATION

State or Local Engineers and Inspectors— Observe Observe 
fraud indicators, listen to disgruntled employees, fraud indicators, listen to disgruntled employees, 
and report fraud concerns to Federal officials.and report fraud concerns to Federal officials.

OIG Special Agents— Interview witnesses, obtain and Interview witnesses, obtain and 
analyze documents and other physical evidence, analyze documents and other physical evidence, 
and present facts to Federal prosecutor.and present facts to Federal prosecutor.

Assistant US Attorney— Assess case facts and Assess case facts and 
prosecute cases when warranted.prosecute cases when warranted.
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ROLES IN FRAUD INVESTIGATION

Both Government Engineers and Inspectors and Both Government Engineers and Inspectors and 
Special Agents have the same overall objectives:Special Agents have the same overall objectives:

To spend transportation dollars to improve roads To spend transportation dollars to improve roads 
and bridges, not to line the pockets of and bridges, not to line the pockets of 
unscrupulous contractors.unscrupulous contractors.

To identify and remove “bad apples” from the To identify and remove “bad apples” from the 
transportation construction industry.transportation construction industry.



OFFICE OF INSPECTOR GENERAL

COMMON TYPES OF OIG FRAUD CASES

Bid Rigging & CollusionBid Rigging & Collusion

Materials OverchargingMaterials Overcharging

Time OverchargingTime Overcharging

Product SubstitutionProduct Substitution

MinorityMinority--Owned Business FraudOwned Business Fraud

QualityQuality--Control Testing FraudControl Testing Fraud

KickbacksKickbacks

BriberyBribery



Types of Crimes

• False Statements

• Mail and Wire Fraud

• Corruption/Bribery

• Obstruction of Justice

• Racketeering



Investigative Techniques

• Interviews

• Consensual 
Monitoring

• Search warrants

• Subpoenas
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BID RIGGING & COLLUSION
Definition
ContractorsContractors misrepresent misrepresent that they are competing that they are competing 
against each other when, in fact, they agree to against each other when, in fact, they agree to 
cooperate on the winning bid tocooperate on the winning bid to increase job profit.increase job profit.

Example
Three concreteThree concrete--paving contractors agreed at the paving contractors agreed at the 
beginning of the construction season on which beginning of the construction season on which 
company would win each job.  They then shared company would win each job.  They then shared 
“winning bids” by telephone immediately in advance of “winning bids” by telephone immediately in advance of 
electronic bidding, so the other two contractors could electronic bidding, so the other two contractors could 
ensure their bids were higher than the winning bid.ensure their bids were higher than the winning bid.
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BID RIGGING & COLLUSION
Sample Indicators

Bids submitted by contractors are very close in dollar Bids submitted by contractors are very close in dollar 
value. value. 

Different contractors make Different contractors make 
identical errors in contract identical errors in contract 
bids.bids.

Unsuccessful bidders submit Unsuccessful bidders submit 
bid protests advising of bid protests advising of 
collusive practices.collusive practices.

Bids submitted by contractors are close to or slightly Bids submitted by contractors are close to or slightly 
higher than government estimatehigher than government estimate——inside information.inside information.
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MATERIALS OVERCHARGING 

Definition
Contractor Contractor misrepresents how much construction how much construction 
material was used on the job and then charges for material was used on the job and then charges for 
more material than was used tomore material than was used to increase job profit.

Example
An asphalt contractor created a program to inflate An asphalt contractor created a program to inflate 
weight tickets submitted. The weight tickets are used weight tickets submitted. The weight tickets are used 
as a basis for payment.as a basis for payment.
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MATERIALS OVERCHARGING
Sample IndicatorsSample Indicators

Contractor regularly creates opportunities to load job Contractor regularly creates opportunities to load job 
materials into equipment away from job inspectors.materials into equipment away from job inspectors.

Truck drivers state that handling Truck drivers state that handling 
characteristics indicate their characteristics indicate their 
trucks are under weight.trucks are under weight.

Use of reproduced copies, Use of reproduced copies, 
rather than originals, when rather than originals, when 
providing quantity providing quantity 
documentation.documentation.

Irregularities in color or content of weight slips or other Irregularities in color or content of weight slips or other 
contractor documents used to calculate pay quantities.contractor documents used to calculate pay quantities.
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TIME OVERCHARGING 

Definition
Consultant Consultant misrepresentsmisrepresents how many hours employees how many hours employees 
work on jobs in order to charge for more work hours, work on jobs in order to charge for more work hours, 
or a higher overhead rate, toor a higher overhead rate, to increase job profit.increase job profit.

Example
Engineering consultant regularly altered his Engineering consultant regularly altered his 
employees’ time cards to add hours to costemployees’ time cards to add hours to cost--plus jobs, plus jobs, 
and to add administrative hours to increase the and to add administrative hours to increase the 
company’s overhead rate charged on job invoices.company’s overhead rate charged on job invoices.
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TIME OVERCHARGING
Sample IndicatorsSample Indicators

Unauthorized alterations to time cards and other source Unauthorized alterations to time cards and other source 
records.records.

Time cards filled out by Time cards filled out by 
supervisors, not by employees.supervisors, not by employees.

Use of reproduced copies of Use of reproduced copies of 
time cards, rather than originals.time cards, rather than originals.

Inconsistencies between consultant’s labor distribution Inconsistencies between consultant’s labor distribution 
records and employee time cards.records and employee time cards.
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PRODUCT SUBSTITUTION

Definition
ContractorContractor misrepresentsmisrepresents what product was used in what product was used in 
order toorder to reduce costsreduce costs of construction materials.of construction materials.

Example
Contractor caused false statementsContractor caused false statements----false stenciling false stenciling 
on exterior of coated steel pipe and false certificates on exterior of coated steel pipe and false certificates 
of compliance for this unapproved pipeof compliance for this unapproved pipe----to conceal the to conceal the 
use of cheaper, substitute pipe installed in highway use of cheaper, substitute pipe installed in highway 
drainage culverts.drainage culverts.
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PRODUCT SUBSTITUTION
Sample IndicatorsSample Indicators

Contractor restricts or avoids inspection of goods or Contractor restricts or avoids inspection of goods or 
service  upon delivery.service  upon delivery.
Contractor refuses to provide Contractor refuses to provide 
supporting documentation supporting documentation 
regarding production or regarding production or 
manufacture.manufacture.

Use of reproduced copies, Use of reproduced copies, 
rather than originals, when rather than originals, when 
providing necessary providing necessary 
certifications.certifications.

Irregularities in signatures, dates, or quantities on Irregularities in signatures, dates, or quantities on 
delivery documents.delivery documents.
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MINORITY-OWNED BUSINESS FRAUD

Definition
ContractorContractor misrepresentsmisrepresents who performed contract work in order who performed contract work in order 
toto limit costslimit costs while appearing to be in compliance with contract while appearing to be in compliance with contract 
goals for use of minority / womengoals for use of minority / women--owned businesses.owned businesses.

Example
Prime contractor and minorityPrime contractor and minority--owned subcontractor submitted owned subcontractor submitted 
false payroll records and prepared false jobfalse payroll records and prepared false job--cost records to cost records to 
indicate that a minorityindicate that a minority--owned business performed specialty owned business performed specialty 
painting of highway structures, when a majoritypainting of highway structures, when a majority--owned owned 
subcontractor actually controlled and supervised the painting subcontractor actually controlled and supervised the painting 
work.work.
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MINORITY-OWNED BUSINESS FRAUD
Sample IndicatorsSample Indicators

Minority owner lacks background, expertise, or equipment Minority owner lacks background, expertise, or equipment 
to perform subcontract work.to perform subcontract work.

Employees move back and Employees move back and 
forth between prime contractor forth between prime contractor 
and minorityand minority--owned business owned business 
payrolls.payrolls.

Business names on equipment Business names on equipment 
and vehicles are painted over and vehicles are painted over 
or covered with magnetic signs.or covered with magnetic signs.

Orders and payment for necessary supplies are made Orders and payment for necessary supplies are made 
by individuals not employed by minorityby individuals not employed by minority--owned business.owned business.
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QUALITY-CONTROL TESTING FRAUD

Definition
Contractor Contractor misrepresentsmisrepresents QC test results to falsely earn QC test results to falsely earn 
contract incentives or avoid contract disincentives, or to avoidcontract incentives or avoid contract disincentives, or to avoid
production shutdown or required removal of deficient material production shutdown or required removal of deficient material 
in order toin order to limit costslimit costs or or increase profits.increase profits.

Example
After distracting the state inspector, an asphaltAfter distracting the state inspector, an asphalt--paving crew paving crew 
foreman discarded road cores from random QC locations foreman discarded road cores from random QC locations 
designated by the inspector and replaced them with “test cores” designated by the inspector and replaced them with “test cores” 
known to qualify for densityknown to qualify for density--incentive payments under the incentive payments under the 
contract.contract.
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QUALITY-CONTROL TESTING FRAUD
Sample IndicatorsSample Indicators

Contractor employees regularly contrive to take or label Contractor employees regularly contrive to take or label 
QC samples away from inspector oversight.QC samples away from inspector oversight.

Contractor insists on Contractor insists on 
transporting QC samples from transporting QC samples from 
the construction site to the lab.the construction site to the lab.

Contractor does not maintain Contractor does not maintain 
QC samples for later QualityQC samples for later Quality--
Assurance (QA) testing.Assurance (QA) testing.

Contractor challenges results, or attempts to intimidate Contractor challenges results, or attempts to intimidate 
Quality Assurance inspectors obtaining conflicting results.Quality Assurance inspectors obtaining conflicting results.



OFFICE OF INSPECTOR GENERAL

KICKBACKS

Definition
Contractor or subcontractorContractor or subcontractor misrepresentsmisrepresents the cost of the cost of 
performing work, in that he secretly pays a fee for performing work, in that he secretly pays a fee for 
being awarded the contract and thereforebeing awarded the contract and therefore inflates the inflates the 
job cost to the government.job cost to the government.

Example
Contractor bought gifts for, and paid cash to, a Contractor bought gifts for, and paid cash to, a 
contracting officer in return for tailoring contract contracting officer in return for tailoring contract 
specifications to preferentially benefit the contractor in specifications to preferentially benefit the contractor in 
the contractthe contract--award process.award process.
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KICKBACKS
Sample IndicatorsSample Indicators

Unexplained or unreasonable limitations on the number Unexplained or unreasonable limitations on the number 
of potential subcontractors contracted for bid or offer.of potential subcontractors contracted for bid or offer.

Continuing awards to Continuing awards to 
subcontractors with poor subcontractors with poor 
performance records.performance records.

NonNon--award of subcontract to award of subcontract to 
lowest bidder.lowest bidder.

“No“No--valuevalue--added” technical specifications which dictate added” technical specifications which dictate 
contract awards to particular companies.contract awards to particular companies.
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BRIBERY 

Definition
Contractor Contractor misrepresentsmisrepresents the cost of performing work, the cost of performing work, 
in that he compensates a government official for not in that he compensates a government official for not 
enforcing the contract, or for permitting contract enforcing the contract, or for permitting contract 
overcharges toovercharges to increase contractor profit.increase contractor profit.

Example
State engineer received sports tickets and free work State engineer received sports tickets and free work 
on his vacation home in exchange for permitting a on his vacation home in exchange for permitting a 
paving contractor to submit weight tickets for nonpaving contractor to submit weight tickets for non--
existent loads of fill material.existent loads of fill material.
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BRIBERY
Sample IndicatorsSample Indicators

Other government inspectors at the job site notice a Other government inspectors at the job site notice a 
pattern of preferential contractor treatment.pattern of preferential contractor treatment.

Government official has a Government official has a 
lifestyle inconsistent with his lifestyle inconsistent with his 
salary.salary.

Contract change orders lack Contract change orders lack 
sufficient justification.sufficient justification.

Inspectors socialize with, or have business Inspectors socialize with, or have business 
relationships with, contractors or their families.relationships with, contractors or their families.



YOU SUSPECT FRAUD—NOW WHAT?
Seek explanation for irregular activity if        Seek explanation for irregular activity if        
possible, but do not alert contractor to suspicions.possible, but do not alert contractor to suspicions.

Note observations and conversations.Note observations and conversations.

Copy all relevant documents.Copy all relevant documents.

Contact OIG Special Agent or Hotline at 1Contact OIG Special Agent or Hotline at 1--800800--
424424--90719071
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www.oig.dot.gov



Who can join?
Any government organization at 
the local, state, or federal level 
providing oversight of surface 
transportation infrastructure 

programs (e.g., audits, 
investigations, compliance 

reviews.)

How to join?
Joining the Network is simple 

and free. Click on ‘Members’ to 
submit your basic information 
to our system administrator.  

The administrator will respond 
to your e-mail address with 

your user name and temporary 
password.  

PRIVACY POLICY
(Introduction)

Thank you for visiting the Transportation Oversight 
Providers Network Website. We are committed to 
respecting your right to privacy and will protect it 
when you visit our Website. This Privacy Policy 
explains our online information practices only, 
including how we collect and use your personal 
information. It covers information collected on this 
Website. Our Privacy Policy does not apply to third 
party Websites that you are able to reach from our 
Website, nor does it cover practices of other 
elements within the Department of Transportation. 
We encourage you to read the Privacy Policies of 
those elements and third parties to learn how they 
collect and use information about you. 

To Review our entire Policy, Please Visit 
TOPnet.gov for detailed information.

DISCLAIMER AND LIABILITY NOTICE

This website and the information it contains are 
provided as a public service by the U.S. Department 
of Transportation Office of the Inspector General. 
This system is monitored to ensure proper operation, 
to verify the functioning of applicable security 
features, and for comparable purposes. Anyone 
using this system expressly consents to such 
monitoring. Unauthorized attempts to modify any 
information stored on this system, to defeat or 
circumvent security features, or to utilize this system 
for other than its intended purposes are prohibited 
and may result in criminal prosecution. 

To Review our entire Policy, Please Visit 
TOPnet.gov for detailed information.

For additional information, contact our project 
manager:

Senior Special Agent Carlos Vazquez
305-716-3124
202-366-8081

carlos.a.vazquez@oig.dot.gov

Transportation      
Oversight   
Network

Transportation 
Oversight   
Network

TransportationOversight.gov

or

TOPnet.gov

Visit us on the web at :

A Website Dedicated to 
Enhancing Oversight of 

Our Nation’s Surface 
Transportation 

Infrastructure Programs

(Hosted by the U.S. Department of 
Transportation, Office of Inspector General)

2/28/05
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