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WHO ARE WE? 

 Created by Inspector General Act of 1978 
 
 Headed by Presidentially appointed, Senate 

confirmed Inspector General 
 
 Includes Audit and Investigative Functions 

 
 Reports to Both the Congress and the  

Secretary of Transportation 

Calvin Scovel III 
Inspector General 
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To improve the Department's programs and operations by: 
 
 Conducting Audits and Investigations. 

 
 Preventing and Detecting Fraud, Waste, and Abuse. 

 
 Promoting Economy, Effectiveness, and Efficiency. 

 
 Reviewing Pending Legislation and Regulations. 

 
 Keeping the Secretary and Congress informed in a timely 

manner. 
 

OIG’S MISSION 
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OIG OFFICE OF INVESTIGATIONS 

 
 We operate independently. 
 
 We are trained to conduct criminal investigations. 

 
 We also have resources that facilitate criminal 

investigations: 
– Law enforcement authority 
– Investigative tools (i.e., subpoenas & search 

warrants) 
– Financial forensics skills 
– OIG auditing staff assistance 
– Computer forensics  
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DOT-OIG Criminal 
Investigative Regions 

North Dakota 
Minnesota 

South Dakota 

Wyoming 

Colorado 

Nebraska 

Kansas 
Missouri 

Iowa 

Wisconsin 

Illinois 

Kentucky 

Indiana 
 
 

(Includes Puerto Rico, 
Virgin Islands) 

(Includes Wake, Samoa, and Guam) 

Montana 

Idaho 

Washington 

Oregon 

California 

Nevada 

Arizona 

Utah 

New Mexico 

Texas 

Oklahoma 
Arkansas 

Louisiana 

Florida 

Georgia 
Alabama 

M 
i 
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North Carolina 

South 
Carolina 

Virginia 

West 
Virginia 

Maryland 

Pennsylvania 

New York Connecticut 

Mass 

Vermont 
Maine 

Ohio 

Rhode Island 

Delaware 

Alaska 

1 

6 

2 

3 

9 5 
NH 

New Jersey 

Michigan 

Tennessee 

4 Hawaii 

Presenter
Presentation Notes
OIG Investigations has approximately 120 FTEs.  Rough breakdown follows:
20 +/-  HQ staff for national management
18+/-  Field managers running regional and resident field offices
80+/-  Field agents working cases
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WHAT IS FRAUD? 

A term embracing all the ways one person can 
falsely represent something to another for 
personal gain. 

 

Primary indicator for fraud: 
Altered or Concealed  Documents 
 

SOMEONE STEALING AND THEN LYING 
ABOUT IT. 
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WHO REPORTS FRAUD? 

 Federal, State, and Local 
DOTs  

 Disgruntled Employees 

 Qui Tam Relator 

 News Media 

 Self-Disclosure 

 Competitors 
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TYPICAL CONTRACTOR FRAUD SCHEMES 

 Bid Rigging/Price Fixing 

 Disadvantaged Business Enterprise 

 Product Substitution  

 Labor Mischarging 

 Bribery/Conflict of Interest 
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BID RIGGING AND PRICE FIXING 

 Contractors will divide government contracts 
by territory or take turns winning contracts. 

 
 Looks as though there are three or more 

bids, but really only one. 
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BID RIGGING/PRICE FIXING 
FRAUD INDICATORS 

 Losing bidders end up as subcontractors to the 
winning bidder. 

 Losing bidders bid packages are “sloppy” when 
compared to their winning packages. 

 Multiple losing bidders make the same error in 
their bid package. 

 Losing bids quote the same price for non-
standard items. 
 
 
 
 
 

Presenter
Presentation Notes
DSI, VSL and AVAR, a California bid rigging investigation into post tensioning.  
The case disclosed that these three companies were the major players in the post tensioning market in California.  
It was discovered that during a very short span of time the costs for post tensioning increased more than 30 percent.  
The three companies devised a bid rotation and market allocation scheme where they would decide who would control specific contracts.  
Two employees of one company confronted managers in their company with their suspicions that the company was engaged in bid-rigging and were summarily fired.  
The employees filed a Qui Tam which led to the parallel criminal/civil investigation.
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DISADVANTAGED BUSINESS 
ENTERPRISE (DBE) 

 Grantees are required to have programs 
to encourage participation by DBEs.     

 Contractors must describe in their bid 
package what DBEs are involved and 
what work they are doing. 

 Sometimes it is easier for contractor to 
cheat. 
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DBE FRAUD INDICATORS 

Front companies: 
 DBE owner is a former employee of the non-DBE 

company. 
 DBE only works as a DBE for the same non-DBE. 
 DBE has a fulltime job doing something else. 
 Workers alternate back and forth between non-DBE 

and DBE business payrolls. 
 Name of DBE is temporarily affixed to equipment. 
 Non-DBE and DBE share office space and 

equipment. 
 
 

Presenter
Presentation Notes
Airport Construction case in the Midwest:
Listed a DBE as responsible for $16 million in concrete work
In fact company was a small 3 person company
Owner of company was told that he would just have to do payroll
employees of the DBE had never met the DBE owner
Cement trucks belonged to the prime contractor
Just asking a few questions would have uncovered this.
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DBE FRAUD INDICATORS 

Real DBE, but they are not doing the work 
claimed: 

 The non-DBE company “transfers” its 
employees to the DBE company. 

 Non-DBE company leases equipment to 
DBE. 

 Non-DBE arranges to buy material and then 
has DBE put the order on its letterhead. 
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PRODUCT SUBSTITUTION 

 Contractor cuts corners by using less of 
the required material. 

 Using foreign steel when contract 
requires Buy America. 

 Contractor uses substandard material. 
 Contractor does not perform required 

tests or falsifies test results. 
 

Presenter
Presentation Notes
Buy America:
Stimulus bill has Buy America Provision
Unless the project obtains a waiver, steel iron and manufactured goods must be produced in United States
Run into cases where contractor certifies they are using steel from the United States actually imported
In most cases no one checks.
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PRODUCT SUBSTITUTION  
FRAUD INDICATORS 

 Little or no supporting documentation to support 
Certificates of Compliance. 

 Irregularities on signatures, dates, or quantities 
on delivery documents. 

 Contractor refuses to provide supporting 
documentation regarding production or 
manufacture. 

 Mill test certifications for steel indicate foreign 
steel purchased. 

 Unsigned certifications. 
 
 
 
 
 

Presenter
Presentation Notes
Appleby NW Inc., a steel supplier in the northwest United States was contracted to provide steel casings to be used in foundation casing pilings on an elevated railway project to bring light rail from the city of Seattle to the airport.  
Appleby substituted an inferior, less costly grade of steel which was used to manufacture the foundation casings.  
The scheme was exposed when a competitor complained that Appleby was consistently winning contracts when the steel specified per the contract was not available in the quantities required.
Appleby recently pled guilty, will be sentenced in July. 
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LABOR MISCHARGING 

 Davis Bacon Wages 
– Set rates for various labor category 
 

 How they violate Davis Bacon: 
– Contractor keeps two sets of payrolls 
– Contractor pays the employee the correct 

amount, then make them pay some of it back 
– Contractor pays “phantom” fringe benefits 

 
 
 

Presenter
Presentation Notes
Case in Alaska
Case in Oregon
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BRIBERY AND CONFLICT OF 
INTEREST 

 Public employee or official takes something of 
value to steer a contract to the person making 
the offer. 

 Public employee or official being involved with 
government contracts that  involve: 

– the employee’s company;   
– the company of a family member; or  
– a company that the employee is seeking employment 

with. 
 Procurement officials get the occasional free gift 

or free lunch. 

Presenter
Presentation Notes
Business and Social Relationships between contractors and persons involved in award or oversight process:
Frequent lunches
Vacations together
Possibility of financial transactions between the Govt. rep and contractor, such as the mention of a “loan” of money, vehicle, equipment
Government officials living beyond their means
Employees who fail to file or fully complete conflict of interest or disclosure forms
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BRIBERY AND CONFLICT OF 
INTEREST FRAUD INDICATORS 

 Government official lives way above their means. 
 Contractor gets confidential bid information. 
 Repeated sole source or “emergency” awards to 

same contractor. 
 Business and social relationships between 

contractor and person(s) involved in award or 
oversight process. 

 Approvals of change orders with insufficient 
basis or insufficient documentation. 
 
 

 
 
 

 
 
 
 
 

Presenter
Presentation Notes
Most OIG investigations involve employees of grantee
John Seymour, former airport director of the Missoula International airport, used federal funds to engage in a fraudulent land deal.  He conspired to inflate the value of land purchased for the airport in exchange for a share of the inflated proceeds.  County officials audited airport expenditures and discovered an inflated draw down on AIP grant funds and referred the matter to law enforcement.  He was convicted by state and federal courts and is now serving time in prison.
BUT:
Unfortunately there have been cases involving DOT employees.
PCL Inc., A Procurement Integrity Act investigation involving FAA contracting Officers providing bid information the PCL in order to allow PCL to underbid and win the contract.  The investigation disclosed that an FAA contracting officer and his supervisor provided bid information to PCL on numerous contracts.  Over time PCL was winning virtually all FAA contracts in the area, this resulted in competing contractors to refrain from bidding.  The scheme was exposed by a FAA contracting officer who refused to allow the practice to continue. Company paid a million fine. Both employees pled guilty , and were debarred from working in federal contracting.
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WHAT CAN YOU DO? 

 Contract Oversight- 
 Check AND re-check the bid documents, change orders, 

and invoices. 
 

 Grant Oversight- 
 Check AND re-check the bid documents, change orders, 

and invoices. 
 Make sure contracted oversight providers are doing what 

they need to do to protect the public interest.   
 
 

Presenter
Presentation Notes
Do they have enough inspectors?

How well trained are the inspectors?

Are people looking behind the certifications?      

If they contract out project management, who is doing it?  Is there a conflict of interest?
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ASK QUESTIONS!!! 
 

Presenter
Presentation Notes
Don’t be afraid to ask the questions. 
If something doesn’t seem right follow up on it.  
The easy thing to do is to let someone else worry about it but its too important to treat it as someone else’s problem.  
You can’t  just leave it to the FTA or OIG because by that time, something has already gone wrong.
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WHY CONTACT THE OIG? 

 Bad guys go to jail. 
 We can get the money back. 
 We can refer them for possible 

Suspension and Debarment. 
 Deterrence is important! 
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OIG ARRA OVERSIGHT 

 
 ARRA stimulus funds will be closely scrutinized by the 

press, public, and Congress.   
 

 The OIG would like to work with our DOT partners to:  
– Ensure that proper oversight is exercised;  
– Minimize exposure to fraud, waste, and abuse;  
– Mitigate losses; 
– Inspire public confidence that the ARRA funds are 

properly spent; and 
– Prosecute, suspend, and debar those who chose to 

defraud. 
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CONTACTING THE OIG 

 On-line Complaint Form at OIG.DOT.GOV 
 
 Call 1-800-424-9071 (toll free).  
 
 E-mail your concerns to 

hotline@oig.dot.gov  
 

https://www.oig.dot.gov/hotlineform.jsp
mailto:hotline@oig.dot.gov
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Regional Office 
 

William Swallow 
Special Agent-in-Charge 

 
NormaLyn Harris 

Assistant Special Agent-in-Charge 
17785 Center Court Drive, 

Suite 350 
Cerritos, CA  90703 

(562)467-5360 
FAX (562)467-5377 

 
(6 Special Agents) 

Covers:  So Cal; share AZ, NV, 
UT,  Guam, and American 
Samoa 

San Francisco Field 
Office 

 
 
 

Michelle Ward McGee 
Assistant Special Agent-in-Charge 

915 Second Ave.,  
Room 644 

Seattle, WA  98174 
(206)220-7754 

FAX (206)220-7758 
 

(7 Special Agents) 
Covers: Northern CA; HI; 
share AZ, NV, UT, Guam, 
and American Samoa 

 

Seattle Field Office 
 
 
 
 

Michelle Ward McGee 
Assistant Special Agent-in-Charge 

915 Second Ave.,  
Room 644 

Seattle, WA  98174 
(206)220-7754 

FAX (206)220-7758 
 

(3 Special Agents) 
Covers: WA; OR; MT; ID; 
and AK 
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