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Fraud Awareness and Education

Promotion ofi Stronger Oversight by EHWA
and State DOTSs

Partnership with Audit

Liaisen Efforts with DOT Operating
Administrations, State and Local DOT
Officials, other Law Enforcement, and
Industry

ldentify Risks and Oversight Challenges
Early Detection of Fraudulent Activities

Recovery.gov- Education, Transparency,
Accountability



o Criminal
o Civil
o Parallel Proceedings

e Administrative Action



MISTAKE
OR
FRAUD *?



WHAT IS FRAUD?

* [0 commit firaud IS te mISrepresent for financial
gain.

o Fraud invelves aniintent te deceive, often
characterized by altered or concealed decuments.

o An Isolated mistake Is not fraud, but a pattern of
“mistakes” consistently favoring the contractor
Indicates fraud.




Common Rationalizations about

FRAUD
“Everybody Does It” =
“The Government Can Afford It” %
“It's For a Good Purpose” mn 1“' N

“It's Not That Serious”
“| Deserve It”

“Victimless Crime”



Who Reports Fraud?

Disgruntled Employee

Qui Tam Relator
State DOT
Newspaper

Self-Disclosure




ROLES IN FRAUD INVESTIGATION

State or Local Engineers and Inspectors— Observe
fraud Indicators;, listen tordisgruntied enmployees,
and report fraud concerns te Federal officials.

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

Assistant US Attorney— Assess case facts and

prosecute cases when warranted.



ROLES IN FRAUD INVESTIGATION

Bol Gevernment ERgIneers and lInspeciers and
SpPECcIal’Agentsiiiavertne same: everall eh|eclves:

~ o spend transportation dellars to iImprove roads
and bridges, not to line the pockets of
unscrupulous contractors.

» To identify and remove “bad apples” from the
transportation construction industry.
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Bid"RIgEme & Collvsien
\Viatesrals: Overcharging

ime Overcharging

Preduct Substitution
Minoerity-Owned Business Fraud
Quality-Control Testing Fraud

Kickbacks

o

Bribery



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

Contraciors misrepresent: that they are Compelng
agalist eEachii e WheR; IRMact, ey agreeio
COOPErate oRrtneWIRnIRGg BId (e INCIEase |61 Profit:

Example

TThree concrete-paving contractors agreed at the

Peginning of the construction season on which

company would win each jeb. They then shared

“‘Winning bids™ by telephone immediately in advance of
—_electronic bidding,-so-the-othertwo-contracters-could

ensure their bids were higher than the winning bid.




BID RIGGING & COLLUSION

BIdS stlmitied oy ContracioNs are Ve Clese Inrdoliar
\Value:

C  Different contracters make
ldentical errors In contract
pids.

L Unsuccessiul bidders submit
bid protests advising of
collusive practices.

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



MATERIALS OVERCHARGING

Definition

Contracter misrepresents hew much censtruction
matenal was used on the jol and then charges for
more material than was used to increase job profit.

Example
An asphalt contractor created a program to inflate

weight tickets submitted. The weight tickets are used
as a basis for payment.




MATERIALS OVERCHARGING

Sampile Indicators

IS

O Contractor regularly’ creates opposiunities e loadl ol
materals inter eguipment away. fifem o1 IISPECLorS.

O liuckedivers stater that hancling
charactenstics indicate: their
[HUCks ane under weight.

- Use ofireproduced copies,
rlather than eriginals, when
providing guantity
documentation.

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

Definition

ConsulEntmisrepresents oW Inany MeUIS ENPICYEES
WOk G |GISHN GdEr ol Clhiaige o Mmore Work NeUrS,
Ol 2 NIghEer evernead rate, (e ncrease el profit.

Example

Engineering consultant regularly altered his
employees’ time cards to add hours toe cost-plus jobs,
and to add administrative hours to increase the
company’s overhead rate charged on job Invoices.




TIME OVERCHARGING

Sampile Indicators

Unatthenzed alteraens tortime cands ane other SoUrce
records.

C  lime candsiiilled oui by
SUPENVISoers, not by employees.

- Use ofireproduced copies of
lime cards, rather than originails.

& Inconsistencies between consultant’s labor distribution

recoras anad employee time caras.



PRODUCT SUBSTITUTION

Definition
Contracior misrepresents Wiiat produciwasiuseain
Order o reduce costs ol constrlchion materais;

Example

Contractor caused false statements--false stenciling
0N exterior of coated steel pipe and false certificates
of compliance for this unapproved pipe--to conceal the
use of cheaper, substitute pipe installed in_highway

drainage culverts.



PRODUCT SUBSTITUTION

Sample Indicators

(CONRECIORIESHICIS O aVeIESHASPECH BN G0 BOUSIO)
SEIVICE! UpeRIdeliveny:

O Contracior refliSes e previde
SUPPeNING decUmEnialien
[eganding preduction or
manufacture.

- Use ofireproduced copies,
rather than originals, when
providing necessary.
certifications.

C lrregularities in signatures, dates, or guantities on
delivery documents.
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MINORITY-OWNED BUSINESS FRAUD

Definition

Contracie)r misrepresenisWhe PEHCINEN CoRlRCHWOIKIRIGIUEr
LOHImIt costsIWillEerappearing ter PENn compliancewitnr centract
geals e Use ol minerty / Wemen-oWRed BUSINESSES.

Example

Prime contractor and minority-ewned sulbcontracter submitied
false payroll records and prepared false job-cost records to
iIndicate that a minority-owned business performed specialty
painting of highway structures, when a majority-owned

—subcontractor actually controlled and supervised the pamting

el ¢




¥ MINORITY-OWNED BUSINESS FRAUD

Sample Indicators

VRGN CWRER ACKSHIZCKAIOUNGE EXPEIISE; Gl edUIpmeEnt
IO PENHeIMI SURCORIBICINVONHE

EmMpIGYEES meVve hackand
et EtWEER pPrHME ContIracio)
and minerty/-ewned PUSINESS
payrolls.

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

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

Definition

Contracier misrepresents @€ test resulis e fialsely earm
CORECHINCENIIVES B)f aVoId Coniifach AISIRCENIVES, 6 16! aVoId
produclion shutdewnrer reguired reneval off deficient material
N Oraer o limit cests or Increase profits.

Example

After distracting the state Inspector, an asphalt-paving crew
foreman discarded road cores from random QC locations
designated by the inspector and replaced them with “test cores”

— known to gualify for density-incentive payments under the

contract.




QUALITY-CONTROL TESTING FRAUD

Samplelndicatorns

Contracier employeesireguiaiy contiverioriake orlane)
@€ samples away fifemNNSPECIOr BVErSIgit:

' Contractor Insists on
transporting @C samples from
ihe construction site to the: lamn.

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

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

Definition

(ConiracioR O SUCONECIORMISIERIESERLS e COSH 0
PEMOIMING WerkKs Infthait e Secrelly pays aiee ol
PElng awarded the contract and thereiere inflates ne
o cost te the government.

Example

Contractor bought gifts for, and paid cash to, a

contracting officer in return for taillering contract
—specifications to preferentially-benefit the-contracterin

the contract-award process.




KICKBACKS

Sampile Indicators

Unexplamed erupreasenapelimiaiieRsien e RueEr
Ot PeIenUaIFSUBECONIACIRNS CONACIEd eI 1916 Gl BIiiel:

C  Contnuimgrawards 1o
SUBCONIACIeNS WIth PO
PErfeNMance records.

£ Non-award of subcontract to
lowest bidder.

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

Definition

Contracior misrepresents e Cest off PElHeImING WO,
I that e cempeRsaties a gpevemment elificial e/ nol
ERIGICING the Contract; O el PErIlInG Contiract
OVEIrChAarges to Increase contiactor profit.

Example

State engineer received sports tickets and free work

on his vacation heme in exchange for permitting a
___paving contractor to_submit weight tickets for non-

existent loads of fill material.



BRIBERY

Sampile Indicators

@HER geVEIMMERRINSPECIONS al e el SIE NelICE &
paliermreipreierenal conacioreaument:

C  Goevemnmment official has a
ifestyle iIncensistent With IS
salany.

C: Contract change erders lack
sufficient justification.

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



» Seek explanation for irregular activity, If
possible, but do not alert contractor to suspicions.

» Note observations and conversations.
» Copy all relevant documents.

» Contact OIG Special Agent or Hotline at 1-800-
424-9071
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Who can join?

rk is simple
Members’ to
Information
Inistrator.
will respond

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

on the web at :

or

Bbedicated to
B Oversight of
ioNn’s Surface
SPortation

gllre Programs

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