Semiannual Report of the Z
Inspector General @

US Department of Labor
Office of Inspector General

April 1, 1981 -Septernber 30. 1981

& ~
4>

AL




SEMIANNUAL REPORT
APRIL 1 - SEPTEMBER 30, 1981
OFFICE OF INSPECTOR GENERAL

U.S. DEPARTMENT OF LABOR



TABLE OF CONTENTS

Page
PREFACE. ..o vnnneannn C et teee ettt e (i)
EXECUTIVE SUMMARY [ ittt ittt neenossocasansseasosaensessesansans i
PART I - SIGNIFICANT PROBLEMS, ABUSES OR DEFICIENCIES AND
RECOMMENDATIONS FOR CORRECTIVE ACTION....... Ceeesseesen s 1
EMPLOYMENT STANDARDS ADMINISTRATION........ e st et eeanae 1
Office of Workers' Compensation Proarams.......cec... A |
Federal Employees Compensation Act..... et erssesete e 2
Black Lung Benefits Program......cceceeee. Ceessecenasonas 11
EMPLOYMENT AND TRAINING ADMINISTRATION...... Ceenas e 27
CETA Grants to Local and State Prime SponsSOTrS..c.eveecees 27
Office of National Programs......eeeeeees et ectenaeanas 47
MINE SAFETY AND HEALTH ADMINISTRATION. ...t iereeeeenneaonns 51
DEPARTMENTAL MANAGEMENT. ....veeennnnn t e e e s s e s s e cesnn e €1
Year-End Spendino......cc.... e e e et ees e snecsenseceeene 61
Consultant Service Contracts....... Ceeees veesena ceseees 62
ORGANIZED CRIME AND LABOR RACKETEERING.......v.... Ceeeanna 64
PART II - SUMMARY OF OIG ACTIVITIES ... iiveeerenrenennonnans . 74
OFFICE OF INVESTIGATIONS........ e et a et eaasas v eeesenn 74
OFFICE OF AUDIT..... e e s s e e e recssseaanns s e 82
OFFICE OF LOSS ANALYSIS AND PREVENTION. .. ittt eennnoonns 97
OFFICE OF ORGANIZED CRIME AND RACKETEERING....vveereenannn 103
PART III - OIG COMPLAINT CENTER.......cc.. Checeeenaas I B 72
PART IV - MONEY OWNED TO THE DEPARTMENT OF LABOR......ccev.. 113
APPENDIX....0ev et e secc e e s aaaeee s s et eeae s aneens 114
Audit Resolution Activity....oiviieiieneenennnnns et 114
Status of Unresolved Audits..... teceeeesean ceeracaans .. 115
Summary of Audit Reports Issued............ ceeeaeasenas 11¢

List of Audit ReporTts IsSsUPO. .. veeeereeeeeoconcscnnoens 117



PREFACE

This is the sixth semiannual report of the U.S. Department of
Labor, Office of Inspector General (O0IG), submitted pursuant to
the requirements of the Inspector General Act of 1978. The report
covers the period from April 1, 1981 through September 30, 1981.
During this reporting period, we closed 339 investigations, and
issued 255 audit and loss prevention reports. Our audit work
during the period resulted in $78 million in questioned costs and
costs recommended for disallowance. Our investigative work durina
the period, includinag brogram fraud, employee integrity, and
orcanized crime and labor racketeering investigations, resulted in

114 indictments and 55 convictions.

Audit Resolution

Perhaps the most significant single accomplishment durina this
period has been the resolution of $301 million in audit findinags,
resulting in the disallowance of $103.8 million. This backlog of
unresolved audits had accumulatéd ovef a period of years. The
failure in the past to resolve these audits in a timely fashion
had been a source of great concern to the Office of Inspector
General. The personal attention and leadership given to this
issue by Assistant Secretary Angrisani was a critical factor in
the resolution of these audits. Policies are now in place to
ensure prompt resolution of all future audit findinags.
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Inspector General Priorities

Historically, the Office of Inspector General has devoted the
great majority of its audit and investigative efforts to
Comprehensive Employment and Training Act (CETA) programs. During
this reportinoc period, we have given greater emphasis to other
areas of vulnerability to fraud and waste in the Department's
programs-—most notably the Federal Employees Compensation Act
(FECA) and Black Lumna proorams of the Office of Worker's
Compensation Proarams (OWCP), Employment Standards Administration
(ESA). Those initiatives, and the problems we found, are
described in the ESA section of the first part of the report. We
have made recommendations for administrative and legislative
action to help reduce fraud and waste in these programs. I have
been very encouraged by the attention and effort aiven by Deputy
Under Secretary Collyer to these anti-fraudvand waste efforts in

the worker's compensation programs.

We will continue, as our resources permit, to further expand our
activities to other maior areas, such as unemployment insurance
and the reaulatory proorams of the Department, includinag the Mine
Safety and Health Administration, Lahor-Manaogement Services
Administration, Occupational Safety and Health Administration and
the Office of Fedefal Contract Compliance Proarams.
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Inspector General Resources

The Office of Inspector General has a total of 432 staff memhers.
Of these, 87 are assioned to the anti-organized crime and lahor
racketeerina proaram, workino with the Organized Crime Strike
Forces of the Department of Justice. This leaves our effective
strenath to carry out the anti-fraud and waste responsibilities of
the Inspector General Act at 345 persons. Of this number, 157 are
auditors, 88 are investigators, and 32 are program analysts. 1In
addition, for Fiscal Year 1981, we had $13.8 million for contract
audits. These funds have been used almost exclusively for CETA
audits. Rs we attempt to provide greater coverage of the many
non-CETA proorams of the Department, we are severely limited by
vour resource levels. Secretary Donovan and Under Secretary Lovell
have been very attentive to this resource prohlem. It is
important that the concerned committees of Congress are aware that
the present resources are not sufficienrt to provide the level of
coverage, which, in my‘view, is necessary to do a proper Job of
preventina and detecting fraud and waste in the Department's

programs and operations.

Mandated Responsibilities

During the 1last two years, an increasing number of mandated
responsibilities have been placed upon the Office of Inspector
General by Conaressional action and OMB directives. For example,
we are required to conduct an annual audit of end-of-year
spending; to review the Department's annual procurement plans; to
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review the Department's compliance with the Federal Procurement
Data System; to review sole source contracting practices; to carry
out coanizant agency responsihilities under the "single audit"
reouirements of OMB Circular A-102, Attachment P; to audit the
trust fund of the Longshore and Harbor Worker's Compensation
program; to report on debts and debt collection; and to meet many
other requirements. While each of these covers an important area,
the unintended result has been to affect greatly Inspector General
resources. This necessarily affects the time and depth of
attention we can oive to fraud and waste issues in departmental
administration, and in such proagrams as CETA, unemployment
insurance, worker's compensation and other very large dollar
activities of the Department. Congressional review of the
collective impact of these mandated recuirements on the Offices of

Inspector General would be desirable.

Line Item Budget

A complicating factor in addressing the true resource levels and
recuirements of the Office of Inspector Géneral has been the
ahsence of a separate 1line item budget for this Office.
Presently, our budget is a part of the Departmental Management
account. I recommend that the budget for the Office of Inspector
General be reported as a separate 1line item so that the
Department, OMB and the Congress are better informed about and
better able to address the resource needs of the Office of

Inspector General.
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Law Enforcement Authorities

A total of 168 special agents assianed to the Q0ffice ovanspector
General routinely conducts criminal investioations involving major
organized crime and labor racketeerina matters, complex white
collar crime fraud cases and serious employee integrity cases.
These agents, while "criminal investigators" and so classified
under the civil service system, are not authorized to exercise
basic law enforcement responsibilities (i.e., to execute search
and arrest warrants, to make arrests, to pay informants) and do
not have the concomitant authority to carrv firearms. This causes
problems, such as loss of evidence due to our inability to make
arrests or effect seizures; inability, in some situations, to work
undercover or to protect adequately informants operating
undercover; difficulty in achievino the fullest level of
cooperation from other federal, state, and 1local agencies; and
finally -- and of most concern to me -- the inahility of special
agents to protect themselves when conducting potentially dangerous
investigations. I recommend that special attention be given to
the need of Office of Inspector General special aaents for such

law enforcement authorities.

I have bheen Inspector General at the Department of Lahor since
July 18, 1981, It has been a busy time. Managino the onaoing
audit and 1investigative work, addressira internal management
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issues and morale, and, most importantly, expandina our work to
provide better prevention and detection of fraud and waste, have
been challenaina tasks. I would like to note that Secretary
Donovan and Under Secretary Lovell have been extraordinarily
attentive and supportive of the work of the Office of Inspector
General and of me personally. With their support and the support
of the other officials of the Department, I am convinced that
there will be continual improvement in reducing the level of fraud
and waste and improvino the level of economy and efficiency in the

proagrams of the Department of Labor.

I wish to especislly thank the employees of the OIG -- the
auditors, Iinvestigators, analysts, technical specialists and
support staff -- who brina such dedication and skill to their
work. Without them, the accomplishments reported in this document

could not have been achieved.

Thomas F. McBride

Inspector General
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EXECUTIVE SUMMARY

This semiannual report 1is organized into four parts and the
appendices. Part I is divided into Department of Labor program
areas and describes sianificant problems, abuses, and deficiencies
and recommendations for corrective action. Part II is organized
by DIG office and provides information about audit and
investigative activities and major accomplishments. Part TI1II
contains information ahout inouiries and complaints received by
the O0IG Complaint Center. Part IV provides information about
money owed to the Department of Labor. The appendices contain
audit resclution data and a 1list of all audit reports issued

during the reporting period.

Followina is a summary of the highliohts of this report.

Significant Problems, Abuses or Deficiencies and Recommendations

for Corrective Action

- Deficiencies in FECA Claims Manaaement

A major review of 1,810 FECA claimants in the Atlanta Reogion
identified inadecuate efforts by OWCP to detect unreported income
and insufficient efforts by employing aaqencies to meet FECA
requirements. Thus far, our work has resulted in DOL terminatinag
or suspendira benefits to €2 claimants, which will yield annual
savinas of $572,000. Other cases are still under review. In

i



addition, 119 criminal investigations were initiated; and the

project has recently been expanded to a nationwide effort.

- FECA Medical Provider Fraud

0IG investigations have disclosed that false FECA claims have heen
fraudulently submitted by medical providers and that FECA has not
used deharment as an effective means of reducino this practice.
The OIG has recommended that the penalty for filinag false claims
be increased from a misdemeanor to a felony and has proposed

deharment authority for FECA,

- Black Lung Program System Deficiencies and Overpayments Problem

As a result of two major loss prevention studies, the OIG found an
estimated $36 million in Black Luno unrecovered overpayments and
$44 million in improper payments from 1973 to 1980. Serious
computer and internal control weaknesses were identified, and we
concluded that insufficient priority was given by the program to
loss prevention and control. Recent efforts by ESA management to

address Black Lung proaram deficiencies are discussed.

-~ Audit Resolution

One of the most sionificant accomplishments has been the virtual
elimination of the Department's backloaga of wunresolved audit
findings. At the beainning of this reporting period, 794 audit
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reports remained unresolved with outstanding audit findinas of

$303 million. Through an intensive Departmental effort $301
million, including $R million of costs ouestioned durina the
current reportina period, has now been resolved, resulting in
$103.8 million enterina the deht collection process. Further, a
number of policies and procedures have been established to help

ensure that audit resolution problems do not recur.

- Inadequate Financial Management and Internal Controls at CETA

State and Local Prime Sponsors and Their Subarantees

Durino this six-month period, amounts auestioned in audit reports
resultinag from these deficiencies total $35 million. A récent
audit of CETA's cash manaacement system confirmed that CETA
recipients have failed to provide effective control over qrantee
cash balances and included a number of recommended corrective

actions.

- Continuing Probhlem of Inelioible Participants in CETA

Audits and investigations continue to show ineligibility as a
major problem in CETA. During this reportina period, over $20
million was ouestioned due to possible ineligible participants.
An 0IG study of CETA's eliaibility determination and verification
system, which recommended various —corrective actions, was

completed.

- O0IG Activities Related to ONP Contracting

The OIG 1is focusinga audit and 1investigative attention on
procurement practices in ETA's Office of National Proarams.
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Actions by ETA to prevent contractina problems, particularly 1in

the area of sole source procurement, are also discussed.

- Weaknesses in the Approval and Certification of Mine Safety

Products
A recent audit of MSHA's Approval and Certification Center, which
is responsible for mine safety eauipment approval and quality
assurance, found a Jlarge bhackloa of unprocessed product approval
applications, poor operatino procedures, and an ineffective
guality control proaram. We made various recommendations to
alleviate these problems, including the use of third-party
independent 1lahoratories to evaluate and test 1less-hazardous

mining products.

OIG Activity Data

- O0ffice of Investigations

There were 50 indictments and 30 convictions based on our
investigations. Fines, recoveries, savings, and <collections

resulting from investications totaled about $4 million.

- Office of Audit

We issued 250 asudit reports on DOL proarams. Of the $4.5 billion
audited, we took exception to $78 million due primarily to
improper financial manaagement practices and ineliaible

participants.
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- Office of Loss Analysis and Prevention

Four final loss prevention reports were issued. They concerned
Black Lung proarsm vulnerability and loss assessment, FECA benefit
programs, and CETA's eliaibility determination and verification

system.

- Office of Organized Crime and Labor Racketeerina

Based on our investigations, 64 persons were indicted durino the

last six months and 25 convictions were obtained.

Among the more significant are:

- The indictment of three officers ‘of the United Seafood
Workers Local 359 and five employers for extortion and
prohibited employer payments arisina out of lahor
racketeering activities in the Fulton Fish Market in New
York City;

- the prosecutién in Delaware of six persors in a nationwide
lahor-leasinag scheme that circumvented Teamster wunion
contract reauirements, with the principal defendant
sentenced to 20 years imprisonment;

- the recent indictment of an international vice president
and the president of a local union of the Distillery, Wine
and Allied Workers International Union on charaes of

embezzling $100,000;




two recent related indictments of 21 defendants including
Anthony Accardo, Santo Trafficante, Raymond Patriarca and
the president and secretary-treasurer of the Laborers
International Union on charges of racketeerina violations
involving a pattern of insurance kickback schemes totaling

over $3 million.

vi



PART I
SIGNIFICANT PROBLEMS, ABUSES OR DEFICIENCIES

AND RECOMMENDATIONS FOR CORRECTIVE ACTION

EMPLOYMENT STANDARDS ADMINISTRATION

The Employment Standards Administration (ESA) through its three
component offices -- the Office of Workers' Compensation Programs
(OWCP), the Office of Federal Contract Compliance Proarams (OFCCP)
and the Wage and Hour Division -- provides workers' compensation
to those injured on their iobs, reoauires federal contractors and
subcontractors to provide equal employment opportunity, and
administers 1laws and redulations settina employment standards.
During Fiscal Year 1981, ESA was budgeted for $1.23 billion. The
largest portion of the ESA budget is expended for the payment of
benefits under the Federal Employees' Compensation Act (FECA) and
the Black Lung Programs, both under the Office of Workers'

Compensation Programs.

Office of Workers' Compensation Proarams (OWCP)

OWCP encompasses all three workers' compensation programs--the
Division of Federal Employees Compensation (FECA), the Division of
Coal Mine Workers' Compensation (Black Luno), and the Divison of
Longshore and Harbor Workers' Compensation (Longshore). Ourina
Fiscal Year 1980, over $784 million was paid in benefits under
FECA and $660.5 million under Black Luna. Under the Longshore

program, $294 million was paid in benefits during calendar year




1980, virtually all of which was paid by private insurance
carriers and self-insured companies. Recent O0OIG work related to
ESA proarams has been concentrated almost exclusively on FECA and

Black Lung.

Federal Employees Compensation Act (FECA) Proaram

The FECA Program pays benefits to federal employees and other
covered workers who incur disahility or disease throuagh on-the-job
injury or exposure. During Fiscal Year 1980, over $784 million in
compensation and medical payments were made to over 288,000
lonag-term and temporary disability claimants. For Fiscal VYear
1981, payments are expected to reach $856 million for
approximately 281,000 claimants. FECA has grown from a payment
level of $190 million in Fiscal Year 1972 to 9$984 million

proiected for Fiscal Year 1982.
The major problems identified in the FECA proaram are deficiencies
in claims management, inadeocuate attention to safequards in bill

payment operations, and vulnerability to medical provider fraud.

- Claims Management Deficiencies

Deficiencies in the mansaement of claims by claims examiners is a
significant problem in FECA and has received OIG investigative
attention during this reportina period. AR project initiated by

0IG in the Atlanta Region, in response toc numerous allegations of



fraud, waste, and abuse in the proaram, identified unreported
income and inadecuate onagoing case file review as sianificant

prohlems.

The project's objectives were to identify the following:

- FECA 1long-term disability cases that should be reviewed
for possible reduction or termination of benefits as a
result of unreported income;

-~ areas of administrative and procedural deficiencies that
need correction;

- possible instances of fraud for further investication; and

- aress for possible administrative, reaqulatory, or

legislative initiatives.

The Atlanta Project began in November 1980 and involved the
participation of seven other aagencies (the Veterans
Administration, the Postal Inspection Service and the Departments
of Navy, Air Force, Health and Human Services, Agriculture and
Transportation). These aagencies are amona the employers of the

laraest number of FECA claimants.

The project involved the development of a profile of a hiagh-risk
claimant likely to have received overpayments or other unentitled
benefits. This profile was run acainst the periodic roll of

claimants in the Atlanta Region. The periodic roll consists of



those claimants receivina lona-term disability compensation on an

automatic basis without the requirement of an individual claim for

each compensation payment.

This process identified approximately 3,000 claimants who met the
criteria of the profile, of whom 1,810 were identified as
originally havina been employed by the participatino agencies. A
comparison was then made of these claims with records of waqes
paid by private employers in thg states within the region to
determine whether or not income or waaes had been reported to the

state unemployment offices for these claimants.

The 1,810 claimant files then were reviewed individually to
identify those that warranted further investigative or
administrative attention to determine if the claimant had
unreported income and the extent of the claimant's ability to earn
wages when disability 1lessens (wage earning capacity) and to

assure that current medical evidence supported continuinag benefits.

The project disclosed a number of administrative shortcominas in
the processing and management of claims, most notably:

- Insufficient analysis of files by claims examiners as

indicated by medical evidence inconsistent with the injury;

- lack of follow-up on recuests for medical reports and lack

of referrals for impartial medical examinations;



- inadequate efforts to detect unreported income;

-~ insufficient or conflictina information in files;

- inadequate investigation of injuries by employing agencies;

~ inadecuate follow-up by employina agencies to help control
compensation costs; and

- 1inadeaquate attempts to rehabilitate and re-employ injured

employees.

As a result of the initial review, approximately 135 of the 1,810
files reviewed were identified as needing additional investigation
by the employina acency and 827 files were referred to OWCP for
follow-up attention due to identified administrative
discrepancies. To date, OWCP has terminated or suspended benefits
to 6? claimants resultino in savings of $572,000 annually. As a
result of the project, 119 criminal investioations have been
initiated, and additional cost savinas will be identified when the

cases are completed.

The results of the Atlanta Proiect have led to the expansion of
the project to all reqgional offices. This national FECA project

hegan in Auqust 1981.

The dearee of cooperation and support of the seven aagencies
participating in our investigative projects has demonstrated that

employing agency participation is crucial to reducino the costs of




the program throuah the elimination of fraudulent claims. With
some exceptions, employing agencies do not give adequate attention

to their responsibilities under the FECA program.

Several cases investiqgated by OIG during the period of this report
support the finding that there is inadeocuate effort on the part of
OWCP to detect unreported employment by FECA claimants during the
period that éompensation is paid. With the exception of scheduled
awards (i.e., fixed, lump-sum, or term-payments), FECA claimants
may not be employed while receivino compensation. Examples of

related cases follow.

° A former postal worker was charged in a l4-count indictment
with collecting disability payments for an alleged injury at
the Philadelphia Post Office. During the time he was
collecting payments, from 1977 through 1980, he was a
full-time employee with another organization and his duties
included such things as instructing and participating in

basketball and swimminag. (United States v. Branson, Eastern

District of Pennsylvania)

® An air traffic controller, disaualified for duty due to
work-related stress, was found to be employed as a tractor
trailer driver, while certifyina to OWCP that he was not

employed. The claimant was indicted and plead quilty to two



counts of makina false statements in order to continue bhis
disability. benefits. He received a suspended sentence and
signed a promissory note to repay $52,096 at_ 12 percent

interest. (United States v. Whitehead, Northern District of

Georgia)

(] A general machinist at Brookley Air Force Base in Mobile,
Alabama, sustained a back injury in 1954 and was medically
disaqualified from performina his duties. He was receiving
total disability benefits from OWCP at the rate of $864 every
four weeks. An investication showed that the man had been
involved in construction work since 1973 and had falsified
reports to OWCP concerning his employment. He was indicted
in Auagust 1981 on four counts of makina false statements,
includina false statements to obtain Federal Employees'

Compensation. (United States v. Dawsey, Southern District of

Alabama)

- Inadequsate Attention Paid to Safeauards in Bill Payment

Operations

The payment of medical bills under FECA has been automated since
1978 with approximately $119 million paid during Fiscal VYear
1981. Despite controls desiaoned to minimize losses through fraud
and erroneous payments, we have found that inadecuate attention is

paid to safeauarding bill payment operations. As a result of an



embezzlement in the bill payment operation in FECA District Office
25, we conducted a loss vulnerability assessment of operations in
six FECA district offices. The areas reviewed were bill payments,
claims processinag, manual compensation payments, mail and file

operations, and computer security.

Siagnificant problems in the bill payment system include:

- The lack of standard fee guidelines for amounts approvable
for medical fees;

- the lack of separation of functions in the bill payment
area, i.e., the persor who approves the payment also
issues the payment;

- inadeaguate supervisory review of bills approved for
payment to ensure cuality and prevent fraud; and

- 1inadeocuate verification of whether medical services were

actually provided.

- Medical Provider Fraud

During the reporting period, OIG special agents participated in

several joint investigations in the area of medical provider

fraud; two are described below.

8 A physician was indicted on 96 counts in an insurance and
mail fraud scheme in which he is alleced to have received $2
million in payments for false claims. One-third of the

counts involved fraudulent FECA claims such as billina FECA
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over $123,000 for treating one claimant for two on-the-job
injuries between 1975 and 1979 when the injuries resulted in
less than five weeks loss from work. In September 1981, a
$500,000 settlement was reached to be divided between the
Departments of Labor (to receive $286,000) and Health and

Human Services. (United States v. Kones, Southern District

of New York)

° A physician plead quilty to one count of mail fraud and one
count of filina a false claim to the Federal Government that
was related to a false FECA claim. The physician was placed
on probation for three years, fined $9,000 and ordered to
spend 250 hours in community service employment. (United

States v. Dent, District of Columbia)

We are expanding our investigative work in this area and are
exploring Jjoint efforts with other federal agencies to better

control medical provider fraud.

- Legislative Chanages

In the draft bill, Federal Employees' Reemployment Compensation
Amendments of 1981, the Administration has proposed changes in the

current FECA leqgislation. The major chanaes proposed include:



0IG has

Setting the new compensation rate at 80 percent of
pre-disability spendable income and eliminating
augmentation for dependents in order to provide claimants
with a greater monetary incentive to return to work;
replacina Continuation of Pay provisions with a seven-day
waiting period before a claimant can receive compehsation,
thus reducino the number of minor claims;

requiring the conversion of workers from FECA to the
retirement disability rolls at age €5; and

establishing compensation for a scheduled award injury
(e.g., loss of a toe) as a lump-sum amount, separate from
any appropriate disability compensation, thereby
eliminating the current inecuities that result from basina
the scheduled award amount on salary and not allowinag

disability compensation durino the scheduled award period.

recommended two additional changes to the legislation:

the debarment from participating in FECA of those medical
providers who have engaged in certain types of misconduct;
and

increasing the FECA criminal penalty from a misdemeanor to
a felony for submitting false statements to obtain
benefits, filina false reports, or willfully withholding

reports.
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Black Lung Benefits Proaram

The Black Lung Benefits Program, managed by ESA's Division of Coal
Mine Workers' Compensation Programs (DCMWC), pays benefits
(monthly compensation' payments and medical diaonostic and
treatment costs) to coal miners who are totally disabled from
pneumoconiosis (black lung) arisina from their —coal mine

employment.

In 1973, the administration of the prooram was transferred to the
Department of Labor from the Social Security Administration (SSA)
under Part C of the Federal Coal Mine Health and Safety Act of

1969. Part B of the Act continues to be administered by SSA.

- The 1977 Federal Mine Safety and Health Act, in changina the
standards for determining dissbility, called for the payment of
benefits either from a Trust Fund (when the miner's last coal mine
employment was before Jsnuary 1, 1970) or by the responsible coal
mine operator (RO), if identifiahle, when the miner's last coal
mine employment is on or after January 1, 1970.

The changes in the proaram resultinq from the enactment of the
1977 amendments caused a rapid and significant expansion in the

proaram as shown in the chart on the followina paae.
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Black Lung Total Compensation
and Medical Benefits Paid

(Dollars in Millions)

$7 $14

Fiscal 1974 1975 1976
Year

1977

1978

$726

1979 1980

Note: The graph does not reflect the $6,132,000 paid during the three month
fiscal year transition period. July 1 through September 30. 1976,

Fiscal Year 1979 and Fiscal Year 1980
payments include lump-sum retroactive
payments for claims re-examined
pursuant to the 1977 amendments.
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During the reporting period we conducted two studies of the Black
Lung Program. The first of these efforts was directed at
identifying systemic vulnerabilities to 1loss existing in the
proaram's payment procedures and processes. Through an evaluation
of existing legislative and regulatory provisions, documentation
of procedures and processes, and the observation and analysis of
actual operations in selected offices, major deficiencies that
could lead to resource loss were identified and recommendations

for corrective action were developed.

In the second study, OIG staff reviewed and evaluéted the actual
operation of the Program's automated claim trackina and benefit
and medical bill payment systems. Automated records were then
searched for payments having characteristics indicating a
potential loss (e.g., duplicate payment of benefits to the same
claim or for the same medical service, payments for dependents
over the age of eligibility, and payments to persons havina
invalid social security numbers). Overpayments identified in this
way were compéred to recoveries, and estimates of historical and
continuing loss were prepared together with recommendations for

corrective action.

A total of €4 deficiencies in payment procedures, automated system
operations and data base content, maintenance, and management were
identified in these two studies. These deficiencies can be

attributed to three major problems found by both studies:
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inadeaguate management priority aiven to the identification and
prevention of loss, deficient computer systems, and poor internal

controls.

Our examination of automated payment records found evidence that
these deficiencies have resulted 1in estimated 1loss, through
unrecovered overpayments, of $35.6 million (2.6 percent of all
payments) from Black Lung systems. This includes a $33 million
loss from benefit payments between July 1973 and November 1980,
continuing at a rate of $9.2 million annually; and a $2.5 million
loss from medical payments between January 1977 and November 1980,

continuing at a rate of $1.6 million annually.
Our analysis of the computer data showed:

- 35,065 duplicate payments for medical services;

- benefit payments to 1,033 claimants, and 1,047 payments
for medical services recorded as havina been performed,
after the date of death recorded for the claimant;

- 68 claims receiving monthly benefit payments and 418 cases
where medical payments were made by the proaram after the

responsible mine operator had assumed responsibility for

the claim;
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- 9,759 claims reflectina benefit payments in excess of

maximum limits;

- 3,670 claims reflecting payments for dependents who had

exceeded the age of eligibility; and

- approximately 210 claims receivino multiple monthly

henefit pavments.

Our evaluation of the automated data also revealed that bhasic
payment control mechanisms were not routinely applied in
cenerating payments. We also found $44.3 million in payments (3.2
percent of the total) made without consideration of basic
validation criteria (approximately $9 million of this amount is
also reflected in the overpayment amounts above). Deficiencies in
procedures for processino and enterino data into the automated
systems and the lack of internal controls and automated computer

checks have contributed to this problem.

Although the time period considered was from 1973 to 1980, 95
percent of all payments were made by the Black Lung Proaram durino
1979 and 1980. While we had planned to support our computer
analysis through an examination of case files, the aagency delayed
nearly two months in aranting access to the case files. Given the

seriousness of the problems disclosed by our computer analysis and
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the need for prompt corrective action, we decided to issue our
report based on the analysis of the automated systems data. We
have completed a review of some case file materials (limited to a
sample of mediéal payments as a result of resource constraints).
The results of that review will be reported in the next semiannual
report. Preliminary results indicate, however, that our analysis
of the automated systems may have substantially understated the

actual level of resource loss.

Recommendations in our reports outline specific steps to be taken

to alleviate current problems and to avoid future problems.

- Inadequate Attention to the Identification and Prevention of

Loss
Our studies found a lack of priority given to the identification
of current losses and the prevention of future losses on the part
of Black Lung Proaram management. For example, until recently, no
budaet or planning document had evidence of any specific
commitment of resources to any objective not directly related to

increasing the speed of processing claims and issuina payments.
We are aware of the demands placed upon the proaram by the 1977

amendments to the Act. However, many of the deficiencies that led

to the 1loss discussed above could have been easily prevented
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without the commitment of extensive resources and without the use

of sophisticated technical expertise.

For example, shortly after the initiation of the O0IG studies, the
proaram implemented a new computer check in the automated payment
systems that has eliminated approximately $50,000 per month in
duplicate benefit payments. This procedure required only 12 lines
of computer proagram languaae. Unfortunately, the effectiveness of
this check was diminished by the fact that the listing of deleted
payments was not forwarded to claims processors, who may have

reissued some of these payments manually.

A further indication of the lack of attention to controls over
payments is that some of the same problems identified in the two
0IG studies were reported in a 1979 study by the Secretary of
Labor's Management Improvement Committee. There was no evidence
of actions to correct those deficiencies at the time of the OIG

work.

Finally, it must be noted that although many of the states with
large cohcenfrations of Black Lung benefit recipients have state
proarams compensating individuals for black luna, only 300 out of
the 74,000 monthly benefit recipients had offsets for state
compensation reflected in their records. Also, at the time of our

studies, the program was not agaressively pursuina the
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identification and assignment of responsibility for payment of

claims by responsible mine operators.

Several recommendations relating to this lack of management
commitment to the identification and prevention of 1loss are
contained in the studies, 1including the establishment of a

permanent loss control unit reportina to the Director of OWCP.

- Computer System Deficiencies

In our view, a major contributing factor to most of the payment
system vulnerabilities and resultant loss is the lack of a unified
computer system incorporating sufficient edit, control, and
security procedures to ensure the integrity of program data and an
accurate accounting of payments. The Black Lung automated systems
operating at the time of our studies were virtually independent of
each other, with only 1limited on-line —capability for the
verification and reconciliation of data amona the systems, and had
only limited, and easily by-passed, data inteority and payment

control procedures.

Our studies found that both the claim processino procedures and
the automated systems were incapable of properly responding to the
massive increase in workload enaendered by the 1977 amendments.

The proaram failed to recoanize the magnitude of the problems
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created by these deficiencies for at least a year or more and
failed to act effectively to correct them once they were

recognized.

We have recommended a large-scale redesian of the Black Lung
Program's computer systems. In addition, the problems identified
in our studies warrant immediate interim action to correct

existing system deficiencies.

These include changes to allow periodic reconciliation of data
entry, data modification, and automated record creation against
authorized levels; collection of additional data sufficient to
provide an adequate audit trail of all computer-based
transactions; implementation of specifically described data checks
designed to eliminate the most serious payment system
deficiencies; and a comprehensive evaluation of the security of

all Black Lung automated systems and data.

- Inadeguate Internal Controls

The lack of effective internal controls in medical and benefit
payment operations has caused major vulnerabilities in the Black
Lung Program. Financial control and accountina mechanism§ are so
deficient that we are convinced it is impossible for the program
to determine the actual amount paid teo any claimant without a
review of the microfilm copy of checks maintained by the

Department of the Treasury.
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These problems become particularly acute in the area of medical
payments. One claimant, having made a decimal error in computing
his travel expenses (reimbursable under the proaram leaislation),
submitted a bill for $129.00 instead of $12.90. Not only did
program staff not identify the origcinal error, but they also

proceeded to issue a check for over $13,000.

Even the most basic financial controls, saccounting for returned
checks, are so deficient that the proaram did not know that
approximately $30,000 in returned checks had been stolen between
its mail room and payments section. Files contained copies of the
returned checks; and logs, with entries made on the basis of the
photocopies, reflected the returns. Even after beinq notified of
the theft by the 0IG four months aco, the program has still not
initiated the cancellation procedures recauired for the Treasury

Department to recover the funds.

Numerous recommendations were made for corrective action in this
area. For example, we proposed that re-validation of paymént
records bhe initiated as soon as possihle and be continued on a
periodic basis; a complete evaluation of the Black Lung accounting
system be uncdertaken; ljsts of individuals abproved for various
payment processing functions be developed; wuniform criteria be

established for determinina acceptable treatment costs; security
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saféguards be installed; and fiscal controls be implemented to
insure accurate, comprehensive payment and recovery records for
each individual accbunt and for timely reporting and analysis of
program fund transactions.. Also, a3 number of improved payment
screenina and verification and claim maintenance procedures were

recommended.

- Recent ESA Corrective Action

We would 1like to acknowledae recent actions taken by ESA

management to address a number of the problems noted above.

First, the Deputy Under Secretary has established within his
office the Internal Control Unit (ICU) for the purposes of
coordinating and monitorima acency efforts to prevent losses,
improVina internal controls and assuring the implementation and
consideration of OIG and GAO recommendations. The ICU is already
examining 0IG-referred complaint cases and following-up on several
OIG reports. Second, the agency has proposed a substantial
commitment of resources to address these problems in its Fiscal
Year 1983 budget. Third, the agency has issued a reaquest for
proposals for a comprehensive claims tracking and payment service
contract. Implemenfation of the reauirements specified in the
contract should result in substantial improvements in many of the

identified problem areas.
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These are pdsitive indications of the willingness of the agency's
top management to move. aggressively to correct these problems.
However, we believe that continuino attention is needed within
OWCP and the Black Lung Program if these major deficiencies are to

be overcome.

- VLeqgislative Problems

In addition to the systemic problems discussed earlier, the OIG
has been concerned about various statutory provisions that may
have caused Black Luna proaram loss throuah improper payments or
that, through eligibility provisions, may have caused payments to
be made when proof of black 1lung could not be definitively
established. The Administration has recently proposed a number of
changes to the Black Lung Benefits Act that would improve
operation of the proaram from a ffaud, waste, and abuse control
perspective. Several of the more significant problems are

discussed helow.

- Eligibility Requirements

The 1977 amendmehts made a numher of changes in the evidentiary
and eligibility recuirements for PBlack Lung benefits. These
included chanoes to various special provisions, called
"presumptions," that allowed surrogate criteria, e.a., number of

years of coal mine employment (coupled with evidence of
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respiratory impairment), to be used for benefit eligibility,
instead of direct proof of black 1lung. The effect of these
presumptions has been that miners and survivors of miners have
received benefits without establishing absolute proof of black

lung.

The Administration has proposed eliminatina three of the
presumptions: (1) the presumption that a miner with ten years of
coal mine employment, who died as a result of a respiratory
condition, died as a result of black lung; (2) the presumption
that a miner with 15 years of coal mine employment and a totaly
disabling lung impairment is totaly disabled due to black 1lunag;
andb(3) the presumption of eligibility of survivors of miners who
worked 25 years in the coal mines prior to June 30, 1971, and who

died before March 1, 1978.

-- Prohibited Re-Reading of X-Rays

Current 1law prohibits the Department of Labor from re-reading
X-rays .to determine whether black lumng is present when the
following conditions exist:
- There is other evidence that a miner has a pulmonary or
respiratory impairment;
- there is no evidence of fraud; and
- the X-ray was taken by a radiologist or qualified
technician, is readable, and was read by a board-certified

or board-eligible radiologist.
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The most expedient way to identify an erroneous reading of an
X-ray is to re-read that X-ray. The Administration's proposal

would eliminate the current prohibition against re-reading X-rays.

--  Use of Affidavits for Eligibility Purposes

Under the present law, affidavits attesting coal mine employment
and symptoms of black lung disability from widows and others who
have a financial interest in the claim are sufficient to establish
claim eligibility. This increases the potential for claim

determinations based on falsified evidence.

The Administration bill proposes that, when there is no medical or
other relevant evidence, these affidavits not be accepted sas
sufficient proof that the miner was totaly disabled due to black
lunag. These affidavits would have to be substantiated by
affidavits from others with no direct financial interest in the

disposition of the claim.

- Potential Double-Billing

Since inadecuate coordination exists to preclude duplicate
payments, there now exists the possibility that both the Black
Lung and Medicare systems can be billed for medical payments for

Black Lung claimants.
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The Administration bill proposes that the initial responsibility
for medical payments for black luna payments be transferred to

Medicare. This would reduce possible overpayments in this area.

In addition to these provisions, we bhelieve that stroncer
.statutory provisions are needed to ensure that offseté with other
benefit programs are made. Our studies found that offsets for
state Black Lung compensation payments were reflected in only 300
out of 74,000 monthly benefit payment records; and, also, noted
that this is a questionably low figure. With the exception of
Part B benefits, administered by SSA, this is the only offset to

Department of Labor payments permitted by the Act.

Another situation that we find particularly troublesome is that
former miners, disabled from coal mine employment and receivinao
black lung benefits, may be employed in other, less strenuous,
occupations with no offsets for earninas applied to their
benefits. For example, some ex-miners currently serve as
full-time MSHA mine inspectors. While we support efforts to
occupationally rehahilitate and employ disabled miners, we feel
that for periods of time durina which ex-miners are qainfully
employed, offsets for earninas should be applied to black 1lung

henefits.
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In addition to these 1leqgislative issﬁes, we are troubled by
Section 725.542 of the Black Lung reculations that states that no
recovery of an overpayment will be made in any case where the
recipient is without fault and recovery would defeat the purposes
of the Black Luna Reform .Act or "be against equity and good

conscience.”

Program staff have interpreted this provision to mean that the Act
prohibits recovery of overpayments resulting from administrative
error when the recovery would impése a "hardship" on the
recipient. We do not believe that the program is requiring enough
evidence to support a hardship claim. We believe that the
~standards set forth in the Federal Claims and Collection Act of
1966 provide a more concrete basis for making such decisions and
urge that these standards be rigorously applied and that complete
documentation of hardship be obtained prior to any waiver of

government recovery rights.

- 26 -



EMPLOYMENT AND TRAINING ADMINISTRATION -

The Employment and Training Administration (ETA) budget authority
for employment and training programs for Fiscal Year 1981 was
$28;8 billion, including the Unemployment Insurance Trust Fund.
The Unemployment Insurance Trust Fund was budgeted for $18.8
billion and the Comprehensive Employment and Training programs
were budgeted for $7.6 billion. The remaining funds were for
other ETA activities, such as federal unemployment insurance

proarams and programs for older Americans.

CETA Grants to State and Local Prime Sponsors

The largest of the employment and training programs administered
by ETA are those authorized by the Comprehensive Employment and
Training 'Act of 1973 (CETA) and subseaquent amendments to that
Act. CETA grants to state and local prime sponsors in Fiscal Year
1981 amounted to approximately $5.9 billion. ETA estimates the

Fiscal Year 1982 expenditures at about $3.3 billion.

The oeneral purposes of the proorsms funded by these grants are to
provide work training and work experience to the disadvantaged,
unemployed, and under-employed. The 1973 Act, as amended,
provides that these proorams be funded by direct grants to prime
sponsors (now 478), which consist of state and local governments
with populations of 100,000 persons or more, who are responsible

for tailorino the proarams to meet local needs.
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For the past several years, we have conducted morev audits and
investigations of CETA prime sponsors than of any other single
program in the Department. During this reporting period, we have
continued our intensive audit and investigative coveraace. The
following is a description of some of the problem areas identified
by 0IG activity and our recommendations for corrective action. A
detailed presentation of audit data 1is contained in the OIG

Activities Section.

- Resolution of Audit Findinas

In past semiannual reports we described the problem of the
increase in the number of unresolved audits. As of March 31,
1981, the backloa of unresolved audits over six months old was 794
reports containing .unresolved audit exceptions of $303 million.
Some of these reports had aone unresolved for as lona as nine
years. ETA accounted for ahout 97 ‘percent of the Department's

open audit findings.

In January 1980, a garant and audit closeout task force was
established to close out grants and contracts, to collect debts
owed to the Department of Labor, and to provide technical
assistance to arantees and contractors. In July 1981, this task
force combined efforts with an adiunct task force, and nearly all

resources were redirected solely to eliminate the unresolved audit
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backlog. As of September 30, 1981, the Department's backlog had
been eliminated, with the exception of eight reports, the
resolution of which was precluded either by active investigations
or by ongoing resolution activity at the subgrantee levels. This

is illustrated in the following chart.

Status of Unresolved Questioned Costs Over Six Months Old

In Millions of Dollars

222.4

Total unresolved 210.2
questioned costs ’

CETA Prime Sponsors

Native American Grantees

Migrant Grantees
Job Corps Contractors e
National Programs

Pre-CETA Categorical
Grants

*This amount was preciuded

State Employment trom resolution pending the

Security Agencies

conclusion of investigations
or action at the subgrant level.

Other DOL Programs

September 30, 1980 March 31, 1981 September 30, 1981




In addition to resolving the audit reports issued prior to March
31, 1981, 51 new audit reports issued during the current six month
period were resolved, bringina the total amount resolved durina
this reporting period to $301 million (836 reports). Of the $301
million resolved, grant officers have disallowed $103.8 million
(34 percent). This amount has now entered the debt collection

process.

Illustrative of the maanitude of this accomplishment, ourlaudit
resolution campaign has resulted in a seven-fold increase in the
rate of audit resolutions -- $301 million resolved in the past six
months ($50 million per month) compéred with $164 million resolved
in the preceeding two years ($7 million per month). This is shown
in the following table. More detailed statistics are provided in

the Appendix.

Audit Resolution Activity

(dollars in millions)

Six Month Reportino

Period Endinag Dollars Resolved
September 30, 1979 $ 15.0
March 31, 1980 26.6
September 30, 1980 56.6
March 31, 1981 66.9
September 30, 1981 301.0
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This major financial management accomplishment has been achieved
as a result of the strona commitment to audit resolution hy ETA
managemént. ETA, working closely with OIG, reallocated priorities

to provide sufficient staff resources for the project.

Efforts taken by the Department to resolve the audit backloo and
to install an effective permanent system for audit resolution
include: |

- Procedures to resolve differences between auditors and
program manaqQers that arise during the development and
resolution of audit reports,

- automated systems tb record and track the resolution of
audit  disallowances throuoh collection or fipal
disposition,

- trainina for grant officers and their technical support
staffs in audit resolution, and

- inclusion of audit resolution requirements in the Senior
Executive Service performance standards of -~ program

managers.

- Debt Collection

ETA has taken several steps to improve debt collection in the
agency, including establishing an accounts receivable system to
track debts to final resolution and incorporating debt collection

as an SES standard for program managers. In addition, ETA hes

- 31 -




developed a plan of action, in accordance with OMB Bulletin 81-17,
that includes basic goals and milestones for improvements in the
area of debt collection. A training proaram on debt collection
has been developed for prime sponsors, so that they can better
resolve problems in this area with their subarantees. Prior to
Fiscal Year 1981, ETA had collected $6.2 million in debts in the
entire eioht vyear history of the CETA proaram. By contrast,
during the first nine months of Fiscal Year 1981 alone, ETA

collected $8.1 million.

- Ineffective Monitoring of Grantees and Subgrantees

Recipients of CETA grants (prime sponsors) award subgrants to
approximately 40,000 subagrantees or proqram service deliverers.
Effective management principles and CETA regulations require that
mahaqement systems be installed at both the prime sponsor and the
suborantee levels to assess programs, identify the need for
corrective actions, remedy poor arant performance, and plan for
more effective proarams. In the past, O0IC audits and
investigations have shown that less-than-effective monitoring
systems have resulted in the failqge to detect or correct
wide-ranqginag deficiencies at the subgrantee level. These
deficiencies include violations of cost limitations, inaccurate or
incomplete accountina records, participation of ineligible
persons, and inadequate documentation of financial and program

activities. Prime sponsors are responsible for resolving any
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auestioned costs resultino from audits of subgrantees and are
liahle to ETA for wunallowable subgrantee costs. Activities
related to subgrantee operations accounted for 31 percent ($17
million) of auestioned costs resulting from all CETA prime sponsor
audits conducted durinag this reportino period. Effective
monitoring systems would have precluded many of the deficiencies

that resulted in aquestioned costs.

The CETA amendments of 1978, and implementing regulations, require
that Independent Monitoring Units be established by prime
SpPONSOTS. Specific responsibilities assianed to the monitorinag
units include:

Review of the systems controlling program administration,

particularly those that determine participant eligibility;

- Treview of ‘pay records and attendance reports to ensure
that controls are established for preventing unauthorized
payments;

~ review of subarantee plans, procedures, and capability to
carry out programs and activities; and

- monitoring of subarantee maintenance of records for all

expenditures of CETA funds.

Although CETA regulations‘provide that the units be operational by
- April 3, 1979, O0IG audits have shown that most were slow to he
staffed, which delayed or prevented effective monitorina of

subarantee activities.
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Following are specific examples of weaknesses in implementing the

monitoring unit concept, as found during our most recent audits.

° Knoxville/Knox County Manpower Consortium, Tennessee

Although this prime sponsor had established an Independent
Monitorina Unit, our audit disclosed the following weaknesses
in the unit's effectiveness:

- Numerous subqrantées were not monitored during the
performance period of the grant;

- findings disclosed in monitoring reports were not resolved
by subgrantees, and follow-up by the prime sponsor to
ensure that corrective actions were taken was insufficient;

- established written procedures were not always followed by
the monitoring staff in conducting their reviews; and

- reports depicting the results of monitoring reviews were
not always presented to a high enough level of management
to ensure that appropriate corrective actions would be

taken.
At the time of our audit, this prime sponsor had over $13

million in wunresolved aquestioned costs from prior audit

periods, of which $4 million pertained to subarantees.
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Texarkana Metropolitan Area Manpower Consortium

An Independent Monitorina Unit had also been established by
this prime sponsor, with duties and responsibilities to
monitor all aspects of the CETA program from information
generated by the management information system to at 1least
semiannual monitoring of all subgrants. However, an O0IG
audit disclosed that most of the staff's time was used to
gather  eligibility  data  on  potential ineliaihle
participants. The monitorina staff did not even have a

complete listing of suborantees.

Madison County Employment and Training Administration, Indiana

Our audit of this prime sponsor disclosed that, as of
Septemher 30, 1980, its Independent Monitorina Unit was still
in the formative Etage. Therefofe, monitoring of individual
programs was not being conducted on a timely basis.
Financial records maintained by three out of seven
subagrantees selected for audit were in an unauditable
condition. Because these three subhgrantees were unable to
provide supportina documentation for costs charged to their
program,.or were unable to reconcile reported expenditures to

official accounting records, $66,000 was auestioned.

At the time of our audit, $112,000 in duestioned costs

resultina from subgrantee audits remained unresolved. These
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ovestioned costs were for audits coverina periods between

September 1974 and September 1978.

The prime sponsor, in accordance with our recommendations,
has taken steps to increase its monitoring efforts.
Approximately $44,000 of the total $112,000 subgrantee
ouestioned <costs was resolved durina the time between
issuance of our draft audit report and issuance of the final

report.

- Inadequate Financial Management and Internal Controls at the

Prime Sponsor and Subarantee Levels

0IG audits have noted problems in financial management and
internal controls at both prime sponsor and subagrantee levels.
OQur recent review of cash manaacement practices in the CETA proqgram
disclosed a number of cash management deficiencies, including the
fact that CETA fecipients have failed to provide effective control
over CETAR cash balances. We also found that the system of
internal controls at the prime sponsor and subqarantee levels was
inadequate. We found controls that permitted payment of
expenditures unsupported by documentation; administrative costs
charged to arants that exceeded the amounts authorized by statute
or requlation; expenditures that exceeded budget authorizations;
charges that did not conform to government cost principles; and

improper equipment, procurement and control procedures. Further,
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inadequate controls bhave rendered the CETA proaram more
susceptible to fraud, waste and abuse. Deficiencies in fipancial
management and internal controls at the prime sponsor and
subarantee levels resulted in amounts ouestioned totaling $35

million.

To address these problems, ETA 1initiated corrective actions
includina: redefinition of the roles and responsibilities of
Federal Representatives, with -emphasis on monitoring Qgrantee
internal control systems; issuance of a certification guide for
review of prime sponsors' Fipancial Management Information
Systems, including specifications for a payroll journal system;
inclusion in the Annual Performance Assessment of requirements for
maintenance of ‘d00umentary evidence of participant eligibility
»'verification; and development for issuance in late 1981 of a
certification gquide for review of prime sponsor control of

subgrantee cash balances.
Followinag are examples of audit findings relating to poor
financial management systems and poor systems of internal control,

as found during our most recent audits of CETA prime sponsors.

-- Poor Grantee Cash Management Practices

For several years we have been pointina to the need for more

effective cash management practices within the CETA proogram.
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During Fiscal Year 1979, the DOL provided $%$9.4 billion in federal
funds to over 500 recipients to finance employment and traininag
programs. Another $€6 billion was provided in Fiscal Year 1980.
Cash advances were made to these recipients to fund their CETA

activities.

Our recently completed review of cash management practices in the
CETA prooram disclosed that CETA recipients have failed to provide
effective control over CETA cash balances. Federal efforts to
control advances to recipients have been similarly ineffective.
Because this control was 1lackina, recipients often had either
excessive cash balances or insufficient cash to meet their needs.
These problems are the result of ineffective recipient accounting
systems that did not provide CETA cash managers with the
information necessary to maintain minimum cash balances, federal
payment procedures that did not prevent the accumulation of
excessive cash balénces, and control practices that did not

identify inadequate recipient cash management.

As a result, the Federal Government incurred additional interest
costs when more funds were borrowed than necessary to meet
immecdiate needs; local oovernments were deprived of interest
earnings when 1local funds were required to meet CETA cash
disbursements; and CETA suffered loss of puhlic support when funds
were not available to meet participant payrolls and other

requirements.
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In addition, recipients have allowed subrecipients tq retain
unexpended government funds for extended periods of time after the
contract period. Recipients have also derived interest from
federal funds but have not returned the interest earned to the

Department, as required.

Our auditors examined the cash manacement practices of seven
recipients in four‘ regions who collectively received 64 percent
($6 billion) of all CETA funding in Fiscal VYear 1979. 0IG
recommendations to the Assistant Secretary for ETA for improvina
cash management in the CETA program were as follows:

- Perform an assessment of recipient accountinag systems to
identify deficiencies in cash management practices.

- Provide necessary technical assistance to establish
adequate controls over CETA balances.

- Consult with the U.S. Treasury to explore alternative
methods for disbursina federal funds to reduce the period
between reauest and receipt of funds as well as eliminate
the uncertainty as to when funds will be received. (This
would almost certainly reauire a method other than the
mail system for reouestinag and mailina funds. Eliminating
use of the mail system for disbursina checks, alone, would
reduce. interest costs to the U.S. Treasury hy $8.8 million

per year.)
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- Notify recipients of their obligation to ensure that all
government funds unused at the completion of a contract be
promptly returned by subrecipients, or reproarammed into
current activities.

- Develop incentives and trainino to make financial, budoet
and proaram managers more aware of the cash management
iﬁplications of their decisions.

- Direct a review of all recipients at the local government
level, to ensure fhat procedures are in place for
identifying and returning interest earninas accruing on
CETA balances to the U.S. Treasury. Added emphasis should
be placed on monitoring recipient compiiance with these

procedures.

ETA concurred with all our recommendations and cited actions
planned to correct the deficiencies found. They stated, however,
that they do not have the staff to assess recipient accounting
systems and to :eview recipients to recover interest earned on
CETA balances. Instead, ETA suagested a numher of alternative

approaches, includina having the OIG perform the assessments.

While we agree that ETA does not have the skilled accounting
personnel to adequately address these problems, we feel the
potential savings are so significant that the recommendations

should be implemented as soon as feasible. The shortace of
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skilled accountino personnel could he addressed through use of
technical assistance trainina funds to procure the necessary
expertise or throuoh the formation of an OIG/ETA task force,

drawinag upon the technical expertise available within the OIG.

° Maricopa County, Arizonsa

The financial reports submitted by this prime sponsor to ETA
disclosed material discrepancies. Reported expenditures were
overstated by $560,000 due to an undetected clerical error,
and there was an unreconciled difference of $116,000 in the
cash account. In total, we aquestioned $1.1 million in

program expenditures.

These problems existed because of the lack of adeauate
accounting procedures and controls. The accounting system
consisted of poorly maintained and unlabeled manual records
that were constantly revised during the audit. No clear
audit trail existed between the financial reports and source

documents.

° Municipality of Carolina, Puerto Rico

Our audit of this grantee disclosed that its financial
management systém was inadecuate to properly administer the
. CETA program. The prime sponsor exceeded its $971,000 Titie

‘11D appropriation by $56,000 and made wage overpayments of
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0IG

$452,000 to its staff and participants. These overpayments
were due to the 1lax preparation of time and attendance
records and the absence of formal 1leave records. Other
financial management weaknesses included a 1lack of an
established system for documenting or verifying travel costs,

an unclear delineation of authority and responsibility that

‘resulted in many routine payments beina delayed and in some

unusual payments receiving 1little or no scrutiny, and
unsupportable payments. Recommendations were made to

strenathen the arantee's financial manacement system.

Improper Eauipment Procurement and Control Procedures

investigations have 1identified sionificant problems with

respect to CETA prime sponsor eocuipment control and procurement.

These include:

- Procurement of major eauipment (over $10,000) without
specific justification or approval by the grant officer;

- use of "lease with option to buy" contracts to avoid sole
source and procurement authorization reauirements;

- rental 0f>government-furnished equipment to CETA programs
to generate income for other uses;

- furnishina major equipment items ($10,000 & over) to
private businesses for "classroom training" where the
eaquipment is used for a limited period and then retained
by the contractor; and

- failure to maintain property records.
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These prohlems appear to stem from ETA's inadequate efforts to
enforce prime sponsor adherence to federal reaqulations and to take
substantive action where violations are noted. Annual plans and
grant proposals containing wunidentified budgetary amounts for
eauipment acaquisition are approved at the beaginnina of each fiscal
year, thus providing the funding authorization to procure such
equipment. Attempts to obtain property 1listinas for prime
sponsors reveal that ETA normally does not have such information
or that the information is not current. Without accurate property
records, re-utilization or recoupment of eauipment by the Federal

Government is not possible.

- 1Ineligible Participants

As noted in our last three semiannual reports, one of the most
prevalent problems in the CETA proaram is the enrollment of
ineligible participants. Durina this reportina period, $20
‘million was ouestioned in O0IG audits due to possible ineligible

participants.

In many instances, ineligible participants may be enrolled in the
CETA program because of an error by the intake staff or by the
participants. In many other instances, however, their enrollment
may be due to willful fraud. Such CETA fraud is the subject of a

significant portion of O0IG investigative effort. As noted in our
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last semiannual report to the Congress, CETA employees are
sometimes coached to falsify their enrollment applications to
qualify for a CETA position. In one recent case, a subgrantee
director coached applicants to falsify their addresses to be
eligible for the CETA program and also paid participants for a
forty-hour work-week when they actually worked thirty-two hours
per week. On the basis of this investigation, ETA disallowed
$48,333 and instructed the prime sponsor to recover these funds

from the subarantee.

The CETA amendments of 1978 provided for eliaibility determination
and verification systems to be placed at all prime sponsors.
Under the 1978 reauirements, a full and complete application is
the basis for establishing participant eliqibility in the CETA
program. Within 30 days of enrollment, all applications are
reviewed by someone other than the intake officer for completeness
and consistency and to verify that the determination regardino
eligibility was correct. A quarterly verification of participant

eligibility is performed, based on a random sample of participants.

In our last semiannual report, we reported that the OIG had
completed its evaluation of the CETA eligibility determination and
verification systems of selected CETA prime sponsors and that the
draft report had been submitted to ETA manacement for review and

comment. The objective of our study was to identify aspects of
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prime sponsors' eligibility determination and verification systems
that could be used as a quel by other prime sponsors to improve
their participant screenina process. Although we identified a
number of practices tending to characterize effective sponsors and
to distinguish them from their less effective counterparts, we
also found that those characteristics did not lie in the area of
specific screenina applications or techrioues, but in management

support, direction, and staff competence and diligence.

Our study recommended that ETA: Develop trainina procorams and
aquides that prime sponsors could use to train their staff;
encourane less effective prime sponsors to recuire pre-enrollment
documentation until they strengthen those areas of their
enrollment . and verification systems identified as needing
improvement; and determine which prime sponsors have not
implemented their OQuarterly Verification System and recover

administrative funds allocated to them to implement the system.

while ETA officials aqreed that some prime sponsors are in need of
hetter training progorams, staff qguides, policies, and procedures
in the screeninag area, they felt that, in some instances,
implementation of our recommendations would recuire too much

national intervention at the local level.
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- CETA/Public Service Employment Unemployment Insurance Refunds

CETA statutes have always provided for participation of Public
Service Employment (PSE) workers in the Unemployment Insurance
(UI) proagram. The Emergency Jobs Programs Extension Act of 1976
(P.L. 94-444) transferred the liahility for UI benefits from CETA
orant funds to the Special Unemployment Assistance Fund in the

budoet of the State Employment Security Agencies (SESA's).

The Act required the Federal Government to pay directly any UI
benefits to individuals whose claims were based on employment in.
the CETA/PSE program. The states were directed to make refunds to
or to credit the accounts of employers who had made contributions
to the Unemployment Insurance proaram on behalf of PSE
participants. ETA issued specific instructions to prime sponsors
stating that these credits and refunds to PSE employers should be
recaptured by the prime sponsors for use in subseauent CETA/PSE

programs.

The OIG conducted a survey to determine if, in the State of
California, theée employer refunds were returned to the prime
sponsors as instructed. Out of $2.26 million that California had
refunded to employers, we reviewed $1.9 million and determined
that 6f this amount only $949,000 had been properly returned. Our

survey has already resulted in the recovery of $367,000. The O0IG
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recommended that ETA take immediate steps to recover the remaining

$587,000.

Office Of National Proaorams

The Office of National _Programs (ONP) is responsible for those
- programs funded from CETA appropriations administered directly
from ETA headquarters in Washington. These include employment and
training programs for Indians and other Native Americans, for
migrant and 'seasonal farmworkers, and for older Americans.
Obliaations for these proarams totaled $600 million in Fiscal Year
1981 and are expected to total approximately $494 million in

Fiscal Year 1982.

During the final months of the past administration, a large number
of telegrams were sent to contrasctors and arantees, authorizing
them to incur costs hefore actual awards were finalized. These
awards were made from CETA Title III discretionary funés
administered by ONP and from Title IV funds administered by the
O0ffice of Youth Proarams. Further, although actual obligations
never exceeded available funds, as of January 30, 1981, planned
commitments for Titles III and IV discretionary funds did exceed
available funds by $7.3 million for Title III and $35.4 million
for Title IV. The ONP proorsm staff became aware of the potential
overcommitment at the end of January 1981 and action was taken to

reduce Title III and IV proposed and executed awards by $25 and
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$42 million respectively, bringing planned Fiscal VYear 1981
expenditures in line with the Department's budaet authority. In
early March of 1981, the 0IG initiated a still-ongoing

investigation of some of these award activities.

At the reauest of the Senate Labor and Human Resources Committee,
GAO issued two reports in August 1981 dealing with problems in
ONP: "Lahor Needs to Better Select, Monitor and Evaluaie Its
Employment and Training Awardees" and "Information on Funding
Commitments From Comprehensive Employment and Trainina Act Titles

III and IV During Fiscal Year 1981."

GAO noted in these studies that ONP relied heavily on sole source
awards with qgenerally 1little or no justification for such awards.
Other observations made by GAO include the followina. ONP rarely
made formal assessments of the awardees' ©performance and,
tHerefore, did not know whether awardees fulfilled the award terms
or spent federal funds prudently. Probhlems with awardees'’
performance were not alWays identified or resolved; reouired
fiscal and performance reports were often not reaquested, and many
.awardees were never visited. Awardees that had performed poorly

continued to receive arant funds.

Many of ONP's problems occurred because ogrant and contracting

responsibilities were not separated from program
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responsibilities. As a result, most award activities were handled
by program staff who placed 1little emphasis on followinao proper

grant and contracting practices.

ETA reduced funds that will be available in Fiscal Year 1982 for
non-formula, noncompetitive awards from $79 million, or 13 percent
of the total $600 million available in Fiscal Year 1981, to $42
million, or 9 percent of the total $494 million available for

Fiscal Year 1982. ETA will also carefully examine the possibility
of awarding a substantial share of the $42 million competitively
rather than noncompetitively. Moreover, ETA has drafted policies
and guidelines to improve its management of, and to assian
responsibilities for, the procurement process for use of National
Office, Jobs Corps and certain Recoional Office administered
funds. These policies provide, in part, that awards be made
competitively to the greatest extent possible, that sole source
awards be made only if justified and approved, that performance
assessments be made of all procurements over the preceedina three
years and be considered before making decisions to approve,
increase, or decrease the funding or period of performance of any
contract or_grant, and that pre-award audit reviews or surveys be
made of prospective awardees of over $250,000 who have not

received contracts with ETA in the preceeding three years.

The policies also provide that: Personnel with program

responsibility for the contract or arant may serve neither as
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contract or grant officers, nor constitute a majority or serve as
chairperson on a panel that rates applications for contract or
arant awards; preaward authorization letters must be in accordance
with the Federal Procurement Requlations' recuirements for letter
contracts to protect the Government's interests; pre-award
authorization telegrams are prohibited; and a system be developed
to review and track contractor and arantee financial and prooram
reports and performance. Finally, the draft policies provide that
ETA administrators shall consult with the O0IG concernina
contractors and orantees before recommendina any fundino,

refunding, or increase in the amount of a contract or arant.

The OIG and ETA are developing a process to better synchronize the
timing of audits and contract grant decisions. ETA plans not to
fund any ogrants with serious adverse audit findings or debt
delinguency. A preaward arantee clearance process will provide

information to ETA to ensure that this policy is enforced.
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MINE SAFETY AND HEALTH ADMINISTRATION

The Federal Mine Safety and Health Act of 1977 transferred
authority for enforcement of health and safety standards from the
U.S. Department of the Interior to the U.S. Department of Labor.
The 1977 Act also included enforcement of standards for the
metallic and nonmetallic mining industry, as well as the
previously reqgulated coal mining industry. Within the Department,
the Mine Safety and Health Administration (MSHA) administers and
enforces the provisions of the Federal Mine Safety and Health Act

of 1977.

The objective of MSHA is to achieve a safe and healthful
environment in the nation's mines. This involves conducting
investigations and inspections of metal, nonmetal, and coal mines;
assessing civil monetary penalties for violations of the Act;
certifying eauipment and materials for use in mines; examining,
approvina, and monitoring industry plans to ensure compliance
under the MSHA Act; promulgating standards for mine safety; and
developina programs and materials to train mine inspection and

technical support personnel.

The 1977 Act reouires a complete inspection of esch underaround
mine at least four times a year and a complete inspection of each
surface mine at least twice a year. In addition to these regular
inspections, the 1977 Act requires periodic spot‘inspections in

those mines where excessive ouantities of methane oqas are
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released; where other gas ignitions or explosions have occurred
durina the previous five years, resulting in death or other

serious injury; or where other hazardous conditions are present.

The mining industry, subject to the 1977 Act, includes nearly half
a million miners working in over 21,000 mines. The number of
persons employed in these mines ranges from one person operators

to corporate entities employinag over 2,000 people.

MSHA was budageted at $154 million for Fiscal Year 1981 and

employed a workforce of approximately 3,800 people.

The following is a description of some of the problem areas
identified by OIG activity and our recommendations for corrective

action.

- Weaknesses in the Approval and Certification of Mine Safety

Products
We recently completed an audit that focused on the product
approval and ouality assurance monitoring systems used by MSHA's
Approval and Certification Center (ACC). The ACC mission is to
ensure that products used in the mines are safe. To carry out
this mission, ACC personnel test and evaluate products to
determine if they meet safety specifications prescribed by the

Secretary of Labor. If the product meets the specifications, the
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manufacturer is allowed to display an MSHA approval plate that
indicates the product is safe for mine use and can be marketed to
mine operators. The Center, which has 85 permanent staff,
"receives approximately 5,500 reauests for product certifications

annually and has received over 22,500 reoguests since 1978.

A 1980 OIG investigation of ACC operations raised concerns about
possible preferential treatment being aiven to manufacturers in
the product approval process, and ahout MSHA's inability to
identify and remove unsafe products from the mines. For these
reasons, Wwe reviewed the product approval process and oaouality
assurance monitoring systems operated by ACC personnel. Our audit
found that the Center cannot effectively carry out its mission
under the current concept of federal evaluation and testina of

prototype mine ecquipment.

Our review of the current operatina systems identified the
following:

- As a result of the high volume of applications and limited
staff resources, there are large continuing backloos of
unprocessed applications for product approval that will
not be eliminated under the current operating concept.

- No patterns of preferential treatment in processinag

. approval actions were detected. However, we understand

-how someone unfamiliar: with ACC operating systems could
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suspect preferential treatment, since the ACC has at lesst
15 major schedulina lines for processing approval actions
that result in different time frames for product approval
actions.

A review of 58 products being evaluated by the ACC
indicated that 97 percent had incomplete file
documentation.

There are weaknesses in management systems for tracking
the proaress of applications. For example, in 22 of 58
files reviewed, we could not ascertain when the
application had been assianed for testing and evaluation.
There is a strona service attitude on the part of ACC
personnel that sometimes results in a failure to reject
inadeauate or incomplete applications for approval of
products. In one case, ACC personnel completely
re-designed two pump units for a manufacturer because the
original design did not meet safety specifications.

The ACC is ineffective in monitoring previously-approved
MSHA products to ensure that they continue to meet federal
safety reouirements. Of the 88 products reevaluated
during Fiscal AYear 1981, 23 (26 percent) of them were
found to be unsafe for mine use, indicatina the need for a

stronaer monitoring and reevaluation function.
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Based on our findings, we have recommended procedural improvements
to expedite processina and provide more effective management

control in ACC's current operating environment.

However, the 1lack of an &adecuate ouality assurance monitoring
program raises serious ouestions about whether products carryinag
the MSHA approval continue fo meet federal specifications and are
safe for mine use. These problems are compounded by inconsistent,
outdated, and unclear MSHA requlations that govern the approval
process. The fee schedules, which are ©puhlished in the
requlations, do not come close to recoverinag the cost of product
testing. The result of the low fees has been to shift the costs
for product approval and ouality assurance from manufacturers to

the taxpayer.

While additional staffing for ACC would reduce backloas and allow
for increased quality assurance reviews, such staff increases are
unlikely and would provide only a short-term solution because of
anticipated increases in applications. Therefore, we believe it
ié appropriate to consider alternatives to the existing approval
and certification concept. We have recommended that the Assistant
Secretary for Mine Safety and Health implement alternatives to the
current operating concept that would allow:
- Manufacturers to use third party, independent laboratories
to evaluate and test products in accordance with MSHA

specifications; and
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~ MSHA to accept manufacturers' testino and certification
that certain types of less-hazardous mining products and

accessories meet federal specifications.

Furthermore, coupled with the shift in the operating concept, the
governing federal requlations need to be streamlined, updated, and

clarified.

We believe implementation of our recommendations will:

- Provide areater flexibility to manufacturers and MSHA in
desianina and approvina safe mine equipment and eliminate
lona deléys for approval; and

- better utilize ACC technical expertise to perform aquality
assessment reviews and identify hazardous products and

situations.

In response to our report, MSHA officials stated that they are
already taking action to implement chanages. They further
indicated that many issues raised by the report paralleled their
own concerns, agreed that the current approval concept needs
modification, and stated that they are committed to making the
necessary changes. However, MSHA management did point out that
the current operating concept was beagun in the early 1900's and

rapid change may be difficult.
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- ‘Enforcement

During this reportina period, there were 15 MSHA-related
indictments. Some of our major investioations of the MSHA

enforcement proaram are discussed below.

] On June 8, 1979, an explosion at the Belle Isle Salt Mine in
Franklin, Louisiana, resulted in the death of five miners.
Under the 1977 Act, MSHA is reauired to classify a mine as
oassy when certain conditions are met, includina when the
test sample contains .25 percent or more of flammable gas.
Investigations have borne out the allecation that, prior to
the explosion, MSHA personnel were aware of the presence of
methane in the Belle Isle Salt Mine and other salt mines in
the area since readings at these mines exceeded the .25

percent limit.

On May 27, 1981, an MSHA sub-district manager was indicted by
a federal grand jury 1in Lafayette, touisiana, - on a
three-count indictment of conspiracy to obstruct proceedinas
related to the Belle Isle Salt Mine investigations.- This
sub-district manacer, who had prior knowledge that the mine
was qassy, did. not properly disclose this information nor
properly enforce the MSHA Act. During the investigation, it
was revealed that the sub-district manager had previously

instructed his emplovees not to claséify the salt mines as
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aassy. It was also disclosed that he held a meeting in 1976
with the representatives of the southern Louisiana salt
mines, in which he notified the representatives that one of
the salt mines that shouid be classified as gassy would rot

be so classified.

The sub-district manager plead quilty to conspiracy fo
defraud the government of its right to have the Mine Safety
and Health Act administered fairly and free from corruption.

Sentencing is pending.

On May 27, 1981, the U.,S. Attorney filed a four-count
criminal information charoinmo Cargill, Inc., the owner and
operator of the Belle Isle Salt Mine, with‘ violatino the
mandatory health and safety standards estabhlished by the
Federal Mine Safety and Health Act of 1977. On May 29, 1981,
Caroill entered a ouilty plea and the U.S. Attorney
recommended that Carogill pay s $100,000 fine. On September
1, 1981, Cargill, Inc. wss fined $45,000 by the Federsl

District judge in Opelousas, Louisiansa.

In addition, the survivors of the mine disaster sued Carqgill

Inc., who settled out of court for $8 million.
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On October 28, 1980, three men were killed in an explosion
while working in an illegal underaround coal mine in Corbin,
Kentucky. Althouah the OICG does not generally investioate
mine safety and health violations, the U.S. Attorney in
Lexington, Kentucky, reauested that the OIG provide technical
assistance. The OIG assisted the U.S. Attorney by conducting
interviews, preparing subpoenas and affidavits and compiling

the documentary and physical evidence.

As a result of this investigation, on June 5, 1981, a federal
grand jury in London, Kentucky, indicted six individuals on
forty-four counts for violating safety standards and for
operating an illegal mine. Trial is scheduled to begin in

November 1981.

On June 22, 1981, a former MSHA coal mine inspection
supervisor was convicted in Roanoke, Virginia. This coal
mine inspector had owned and operated the same mine that he
had the responsibility for inspecting. He was charged with
violating conflict of interest laws and with submitting false

statements.
The OIG also conducted an: investigation into allegations that

a former MSHA mine inspector solicited and received

interest-free 1loans with no repayment terms from coal
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companies in the Richlands, Virginia, coal belt. On July 15,
1981, the former mine inspector was charged with three counts
of extortion, two counts of receivina illepal gratuities and
two counts of filing false statements. The president and
vice-president of the mining company were also charged with

giving illeqgal aratuities. This case is awaiting trial.

Y The OIG conducted an investigation into allegations that an
MSHA district manager obstructed investication and inspection
activities of subordinate inspectors in his district. There
were additional alleogations that the district manager
accepted gifts and oratuities from the coal companies. MSHA
proposed removal of this employee but he subseauently
retired. On July 6, 19”1, a federsal aqrand Jury in
Louisville, Kentucky, returned a seven-count indictment
acainst the district manager. The indictment charged the
manager with six counts of obstruction of justice and one
count of accepting a hrihe. A trial is scheduled to heain in

November 1981.

MSHA mangement is aware of all of these investications and the
recommendations we have made as a result of our work. We are
concerned that, in the past, MSHA has not bheen as sensitive to
intearity issues as it should be. A particularly troublesome
example, concerns an MSHA employee, previously suspended for
taking a aratuity, who was subseauently assianed by MSHA to teach
an ethics course at a district office.
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DEPARTMENTAL MANAGEMENT

Within Departmental Manaagement, the OIG directed audit activities
to the procurement ares. The Depsrtment wundertakes numerous
procurement actions each year that total about $400 million. Of
particular interest to us during this reporting period were

year-end spending and consultant service contracts.

- Year-~end Spending

We evaluated the adeguacy of controls implemented by the
Department in Fiscal Year 1980 to eliminate unnecessary year-end
spending and to find out if funds obligated related to services

reauired only during that fiscal year.

we found that management controls needed improvement and that $1.3

million was improperly oblicated to Fiscal Year 1980.

In response to our findings and recommendations, the Department
promptly took a numher of actions. The agencies reviewed by the
0IG were immediately told to adjust their accounting records by
deobligating the $1.3 million improperly charged to Fiscal VYear
1980 appropriations'énd to charge those obligations to Fiscal Year
1981." In order to avoid the improper obligation of Fiscal VYear
1981 fdnds; procurement personnel were charaed with reviewinag
éxisting" contracts and new procurement requests to assure that

only the appropriate year's funds were obligated. Additionally,
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the Department provided immediate verbal quidance on future
procurement actions to agency administrative personnel, and is now
revising internal directives to provide permanent guidance on the

proper manner for obligating funds.

Based on our recommendation, the Department will ensure that the
existing reaquirement of preparing annual advance procurement plans
is enforced. Such plans lay the groundwork for fulfilling aagency
procurement needs and enable agencies to plan for the best use of
their budgeted funds. Additionally, the Department's Procurement
Review Board will review and approve these plans and their
amendments, thus enablina the Department to 1initiate needed

corrective action early in the fiscal year.

In light of the results of our review of Fiscal Year 1980 year-end
spending, we examined procurement actions for the last two days of
Fiscal Year 1981. The preliminary results of this audit effort
indicate significant improvement in the Department's obligating
procedures. We believe these improvements can be attributed to
the Department's timely response to correct the deficiencies cited

in our earlier review.

- Consultant Service Contracts

We-evaluated the Department's manaagement controls over consultant

service —contracts to find out if contracts were —correctly
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classified as consultant services and if contracts were properly
reported to the Federsal Procurement Data System (FPDS), which is
the aqgovernment-wide data bhase used to monitor government
purchasing for the information of the Congress and the Executive

Branch.

The specific problems we identified were the misclassification and
misréporting of consultant service contracts to the FPDS and a
resultant inaccurate reporting of the money obligated for such
services--Departmental accounting figures differed significantly
from those reported to the FPDS and also differed with data
presented to the Congress. For example, for the first six months
of Fiscal Year 1981, one of the Department's major procurement
offices had classified nine contracts for consultant services
valued at $806,053. We identified an additional three contracts
valued at $484,968. As a result, the Department's reportina was

undervalued by almost 40 percent.

Based on our recommendations, Departmental officials have been
directed to take specific actions to improve the classifyina and
quantifying of consultant service contracts and to report accurate
figures to the FPDS. Additionally, the Department is implementing
é new reouirement that will preclude. the proces§ing of any
consultant purchases that are not included in approved procurement

plans or approved amendments to such plans.
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ORGANIZED CRIME AND LABOR RACKETEERING

An historic problem in the 1labor/management field has been the

influence of organized crime.

An assessment of the organized crime and labor racketeering
problem in the United States, conducted by our Office of Organized
Crime and Racketeering (OOCR) and other law enforcement agencies,
found that over 400 labor organizations are associated,

influenced, or controlled by oroanized crime.

Investigations of organized crime and labor racketeering cases, by
their very nature, are lenathy and complex. In Fiscal Year 1981,
investigations conducted by OIG special agents, including those
conducted jointly with special agents from other law enforcement
agencies, resulted in 43 indictments against 93 individuals, hény

of whom are top level members of organized crime families.

Four major areas of criminal activity in which organized crime
members are involved and that have received concentrated attention
from OIG special agents are: emhezziement, extortion, kickbacks
(to employee benefit plan officials to influence their
administration of such plans), and illegal payments from employers

to union officials.
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- Embezzlement

Union-negotiated employee benefit plan funds and labor union funds
with their billions of dollars are vulnerable to embezzlement,

especially when oroanized crime is involved.

This type of crimihal conduct usually involves the very willina
participation of dishonest union officials, as in the case of
Daniel Cunningham, president of the Allied International Union of
Security Guards and»Speéial Police (Allied) and the Federation of
Special Police and Law Enforcement Officers. In a 50-count
indictment returned against Cunningham and two business agents of
the union, Cunningham was charged, in August 1981 in New York,
with embezzling approximately $160,937 from union and benefit fund
coffers over a five-year period by foraing union and fund checks.
With business agent Herman Jaffe, Cunningham was also charged in
the indictment with embezzling $41,814 by convertina Allied union
checks made out to fictitious employees and an additional $35,000
by cashina fictitious emplovee checks with the assistance of
business aagent Frank Ponte. - The total amount the three union

officials are charged with embezzling was approximately $239,800.

- Extortion: Interference with Commerce by Threats or Violence

Extortion is defined in the Hobbs Act as "the obtaining of
property from another with his consent, induced by wronaful use of
actual or threatened force, violence, or fear, or under color of

official right." Employers who want their cargoes unloaded or to
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keep their businesses open too freouently are forced to bow to
extortionate demands. Rlthouah the problem 1is perhaps more
prevalent in the construction industry, no business is immune as
shown by an intensive two-year--and still ongoing--joint
investigation by OIG, the New York Police Department, and fhe IRS
of the fresh seafood industry centering in the Fulton Fish Market,
which ocenerates approximately 25 percent of all seafood business

on the Atlantic Coast.

The investigstion revealed that the industry is influenced by
oroanized crime members and their associates. Their infiltration
is reflected in all aspects of market activity, including its
major wunion--the United Seafood Workers and Handlers Union

(affiliated with the United Commercial Workers Union) in New York.

In Aucust 1981, a federal arand jury in the Southern District of
New York returned an 167-count indictment against three officials
of local 359, United Seafood Workers Union, and its associated
welfare and pension plans and five businesspersons associated with

various wholesale fish companies in the Fulton Fish Market.

The"indicted union officials include Carmine 'Romano, executive
administrator of the Fulfon Fish Market welfare and pension funds
and ‘formerly the secretary-treasurer and business agent of local
359. According to various law enforcement agencies, Romano is an

alleged high-level organized crime figure.
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Also indicted were Romano's brother, Peter Romano,
secretary-treasurer and business agent of local 359, and Anthony
0'Connor, cousin of the Romanos' and trustee of the welfare and

pension fund and a former business agent of the local.

The defendants are charged with conducting and conspiring to
conduct the affairs of the Fulton Fish Market through a pattern of
racketeerinog activity that included numerous acts of extortion,
payment and receipt of illegal labor payoff, misuse of the union’'s
welfare and pension funds, and obstruction of justice. The union
officials are charged, in part, with extortino over $644,000 from
businesses in the market through the Fulton Patrol Service; the
payments were made in return for "protection" aqainst thefts and
robberies. Two union and five employer defendants are also
charged in 70 counts with extorting "Christmas" payments averaaing

$300 apiece from employers in the market.

- Kickbacks

To influence operation of employee benefit plans, kickbacks --
usually monetary -- are given in payment. The large sums of some
kickhack schemes, such as that wuncovered in a two-year
investigation by O0IG, FBI, and IRS of the Lahore;s International
Union of North America, qjve. us an idea of how much  organized
crime gains at the expense of union memberé enrolled in.health and

welfare and pension programs.



In June 1981, 16 defendants--includino Anthony Accardo, alleged
Chicago syndicate hoss; Santo Trafficante, alleaed Tampa organized
crime boss; and Angelo Fosco of Chicago, president of the Laborers
International Union of North America (LIUNA)--were indicted on
charges of racketeerina violations throuah a pattern of insurance
kickback schemes. In September, five other defendants--including
Raymond L. S. Patriarca, alleged orcanized crime boss in New
England, and Arthur E. Coia, Sr., secretary-treasurer of

LIUNA--were also indicted on charaes of racketeering.

The indictments state that the scheme, which operated from 1970 to
1977, was to aet money for the defendants and co-conspirators by
setting up or purchasing insurance ccmpanies, exercising influence
over unions and trust funds to fumpnel insurance business from
those funds into the insurance companies, chargino union members
for the most expensive form of insurance, and 1looting the
insurance premiums paid by usina them for kickbacks, pay-offs,
unearned salaries and fees, and improper personal expenses. The
union insurance business was funneled into a nationwide company
that Joseph Hauser, a convicted insurance swindler who became a
covernment witness, was to arrange. Hauser's company received
over $39 million from various employee henefit plans and over $3

million was allegedly kicked back.
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The grand jury also charged in the indictment that, during 1976,
Patriarca advised Hauser that the 1insurance business of the
Laborers Union would be controlled by "the family" with Patriarca
controlling the northeastern United States, Trafficante
controlling the southern United States, and Accardo controlling

the midwestern United States.

- Illegal Payments

Il1leaal payments are payments or loans of money or other thinas of
value by employers, or individuals acting in the interest of
employers, to wunion representatives or 1labor organizations,
usually in return for favors, such as influencing contracts or

union operations.

A recent conviction in Delaware, following a lengthy OIG
investigation, established that Eugene R. Boffa, Sr., with the
participation of other co-defendants, masterminded a nationwide
network of labor 1leasing companies that speciaslized in leasina
truck drivers to major corporations throughout the country. These
companies operated wunder various names, includina Universsl
Coordinators, Inc., Country Wide Personnel, Inc., and Preferred
Personnel, Inc. They employed several "front" people who posed as

officers of various of these companies.
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The defendants would interchanae the companies as necessary to
circumvent contractual employee wage and benefit reguirements, or
other problems as they arose, by terminatina contracts with one
leasina company and brinaing in another leasing company that paid
lower wages and benefits. Boffa and his co-conspirators were
always careful to conceal his actual ownership of the successor

companies, and thus defrauded a larce number of employees.

Evidence at the trisl established that Francis Sheeran, president
of Teamsters Local 326 in Wilminagton, was an active participant in
this operation for which he received several luxury automobiles
and an undetermined amount of Boffa's profits. Trial evidence
showed that alleged hiogh-level organized crime figures also shared

in the profits.

Boffa was convicted in June 1981 on charaes of operating the
leasing corporations throuah a pattern of racketeerinag, mail
fraud, and illecal payments. He was sentenced in August 1981 to

20 years imprisonment.

The Sheeran trial, which beaan October 13, 1981, 1is still
underway. The other co-conspirators have been convicted and
sentenced. The judge ordered that nine companies owned by the
defendants be forfeited to the aovernment and appointed a receiver

to prevent the dissolution of assets durino appeals.
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While 1labor 1leasino is not in itself an undesirable method of
conductina business, the Boffa case illustrates the vulnerability
to "sweetheart" contract arrangements--a form of labor management
collusion in which the employer pays the union representative to
neaotiate lower wage rates or benefits than the market would
permit, to allow the employer to use non-union labor, or to fail

to enforce the collective baroaining agreement.
The facility with which companies and labor can be manipulated and
the sophistication of transacting seeminaly leaitimate business

make this an area of orowing concern.

- VLeaislation

Two bills now under consideration that greatly affect the method
of conducting investigations into organized crime activities in
the labor management area and the outcome of such investigations,
and which we support, are S. 1163, Labor Racketeering Act of 1981,
and S. 613, Amendment to the Hobbs Act, developed by the

Department of Justice.

-- The Labor Racketeerina Act of 1981

In May 1981, S. 1163, the Labor Racketeering Act of 1981 was
introduced to increase the penalties for wviolations of the
Taff-Hartley Act, to prohibit persons upon their convictions of

certain crimes from holdina offices in or certain positions
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related to labor organizations and employee benefit plans, and to

clarify certain responsibilities of the Department of Labor.

The act assigns responsibility to the Department of Labor for
detecting and investigating civil and criminal violations of the
Employment Retirement Income Security Act (ERISA) and related
federal laws. Previously, the Department has interpreted its
authority to pertain only to civil violations. The OIG believes
it is necessary to have the authority to investigate criminal

violations as well.

There has never heen any specific legislation agivina the
Secretary, and ultimately the IG, statutory authority in organized
crime and labor racketeerinag <cases to investicate criminal
violations contained in the federal 1labor laws. The Labor
Racketeerina Act of 1981 (S. 1163), could appropriately clarify
the role of the Lahor Department in the Departmenf of Justice

Organized Crime Strike Force and its authority to investigate.

-- S. 613 - Hobbs Act Amendments

In March 1981, S. 6132, a bill that, among other purposes, includes
amendina Section 1951 (Extortion) of the United States Code, was
introduced. Portions of the bill would nullify the decision in

United States v. Enmons, 410 U.S. 396 (1973). The Supreme Court

found in Enmons that the Hobbs Act does not apply to the actual or
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threatened use of violence directed at the obtaining of
"legitimate labor objectives"™ or economic benefits that can
otherwise by 1lawfully obtained by collective bargainina. In
addition to nullifyinao the Enmons decision, S. 613 would also
clarify the position, in the context of both labor disputes and
disputes outside the field of lahor relations, that the Hobbs Act
punishes the actual or threatened use of force or violence to
obtain : property irrespective of the leaitimacy of the

extortionist's claim to such property.
This leqgislation is important and, if enacted, would help deter

labor racketeerinag and enhance Departmental investigative

effectiveness.
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PART II

SUMMARY OF OIG ACTIVITIES

OFFICE OF INVESTIGATIONS

Between April 1 and September 30, 1981, we opened 270 cases and
closed 303. We referred 52 cases to the Department of Justice and
other authorities for possible prosecution. Additionally, 83
cases were referred to DOL agencies for administrative actions
that resulted in various actions including two reprimands, two
demotions, and nine terminations of employment. At the end of the

reporting period, there were 597 cases pending.

During the six-month period, there were 50 individuals or entities
indicted and 30 convicted based on our investigations. (Since the
period of time to obtain court action on indictments varies
widely, the 30 convictions are not necessarily related directly to

the 50 indictments.)

Fines, recoveries, savinas and collections resultina from our

investigations during this period totaled about $4 million.

The following is a breakdown of investigative case activity by DOL

agency for this period:
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SUMMARY OF INVESTIGATIVE ACTIVITY
April 1 - September 30, 1981

Cases Cases Individuals Individuals

Agency Cpened Closed Indicted Convicted

Labor Statistics 3 - - -

Employment Standards 128 115 19 15

Employment Training 96 142 16 11

International Labor - 1 - -
Affairs

Labor-Manaagement 4 2 - -
Services

Mine Safety and 6 9 15 4
Health

Administration and 2 4 - -
Management

Occupational Safety 11 18 - -
and Health

Office of the 3 1 - -
Secretary

Solicitor 5 2 - -

Other 2 2 _- i
TOTALS 270 303 50 30

Examples of some of our most significant investigations follow.
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Employment Standards Administration

An Office of Workers' Compensation Programs bill payer in
Washington, D.C., was indicted in July 1981 on charges of
defrauding OWCP of approximately $52,000. She was previously
convicted for issuina é5 fraudulent checks from OWCP. Her
husband was subsecuently indicted in Baltimore, Maryland, on
12 counts of aiding and abetting the theft of government

property. (United States v. Linda Moore, United States wv.

Sterlina Moore, District of Columbia)

A postal worker who reportedly injured her back in 1974 by
slippina on a rubber band and who had received over $77,000
in FECA benefits was indicted in September 1981, This is a
significant case for FECA because the indictment was based on
disproving the claim of injiury, rather than the more common
indictment of qivina false information. Our investigation
disclosed that the defendant was attending San Francisco
State University during the period of the claim and had

received a grade of A in tennis. (United States v. Dorothy

Carr, Northern District of California)
A joint OIG-Secret Service probhe has resulted in the

indictment in July 1981 of a DOL employee in Seattle,

Washington, who was charged with stealing $30,000 in
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compensation checks from OWCP. The defendant resigned
shortly after the investigation began and is scheduled for

trial in October. (United States v. Frederick Smith, Western

District of Washinagton)

Employment and Training Administration

A Trade Readjustment Act claimant in Boston, Massachusetts,
was found to have heen gainfully employed at the same time he
had received about $9,000 in benefits. He bhas aareed to
plead quilty to a one-count indictment and to make full

restitution. (United States v. Aldo Stabile, District of

Massachusetts)

As a result of a joint OIG-FBI investigation, the former
executive director of the Community Regional Opportunity
Proaram in Chicopee, Massachusetts, was sentenced in
September 1981 to one year in prison, two years probation,
and ordered to make restitution of $7,€50 by a U.S. District
Court in Springfield. The man had converted more than
$12,000 in CETA funds to his own use by carrying "no-show"
employees on the payroll. He had also extorted about $1,500
from the CETA-paid secretary by requirina weekly kickbacks

from her salary to keep her job. (United States wv.

John L. Czelusniak, District of Massachusetts):
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A former deputy director of Americans for Indian Futures and
Traditions was sentenced in September 1981 in San Dieqo,
California, to ten years in prison for embezzling over

$24,000 in CETA funds. (United States v. William Givens,

Southern District of California)

A joint investigation by OIG, the FBI, and the U.S.
Attorney's office in Newark, New Jersey, into allegations of
CETA abuses involvina possible kickbacks, double billing, and
mismanagement, has resulted in nine indictments aagainst nine
defendants who have plead gquilty to felony and misdemeanor

counts. (United States v. Paul Peacock, United States wv.

Brewer Brunson, United States v. Ethel M. Searles, United

States V. Matthew Ballister, United . States V.

Joseph R. Caldwell, United States v. Arthur Fladaer, United

States v. Renee Starks, United States v. Robert J. Stover,

United States v. Ernest Seald, District of New Jersey)

A CETA participant was indicted in Denver, Colorado, for
making false statements and subseguently plead oguilty to
charges of obstructing an investiastion. Based on a report
from the CETA prime sponsor that a participant was holding
outside employment, the 1investigation confirmed that the

participant worked nights at a local plant where he earned
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from $11,000 to $16,000 a year while receiving CETA wages and

supportive services exceedina $9,500. (United States wv.

Alvin J. Sais, District of Colorado)

A joint investiqation with the U. S. Department of
Aoriculture O0IG bhas resulted in the indictments and
sentencing of a man and woman who operated a day care center
that was a CETA subgrantee. They plead quilty to conspiracy,
embezzlment of CETA funds, and making false statements. In
April 1981, the woman was sentenced to five years on each
count. Sentence was suspended and she was placed on
probation for three years; also, she will not be allowed to
participate in any state or federal proarams and she must
perform 16 hours community service per month. Imposition of
sentence .on the man was suspended, and he was placed on three

years probation. (United States v. Fannie Triplett and

Calvin Triplett, Northern District of Mississippi)

Four officials of the Tribal American Consulting Corporation
in Los Angeles, California, were indicted in August 1981 on
charges of conspirino to defraud and embezzle the government
of $68,000 in CETA funds. The investigation, based on a
Questionable Activities Report of October 1978 from a former
bhookkeeper, disclosed that DOL money was -used to pay for
personal expenses, first-class air trips to Mexico, and a

1978 Porsche. (United States v. Sandy E. Gibbs et al.,

Central District of California)
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Mine

ETA has instructed King-Snohomish Manpower Consortium in
Seattle, Washington, a prime sponsor, to recover CETA funds
from the Operation Improvement Foundation (OIF). An OIG
investigation, based on the prime sponsor's allegations,
established that OIF had overbilled CETA $9,625 for building
space, had used $16,000 in CETA funds budoeted for rent to
make unauthorized repairs to the buildings, and had earned
$53,000 by renting several facilities in the building,
placing the money in a special account and not reportino this

as proaram income.

A reagional director of the Veterans Employment Service in
San Francisco, California, entered a quilty plea to conflict
of interest charges filed in the U.S. District Court,
Washinaoton, D.C., and was subsequently removed from his
official position with the Department. At the time of the
of fense, the employee was the government's authorized
representative on several contracts, including three totaling

$21,000 in which he had a "kick-back" arranagement.

Safety and Health Administration

In April 1981, the president of Tazco, Inc., a former MSHA
coal mine inspection supervisor, was indicted in Roanoke,

Virginia, on charaes of conspiracy, conflict of interest, and
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filing false statements. He owned, operated and supervised
inspection of the Tazco Coal Company while employed by MSHA,
He plead guilty to one count each of conflict of interest and
filino false statements, and received a three-year suspended
sentence, was fined $7,500, and placed on three vyears

probation. (United States v. Paul Merrit et al., Western

District of Virginia)

Occupational Safety and Health Administration

An investigation of an O0IG hotline complaint confirmed that
the area director in an OSHA office ordered the timekeeper to
submit an amended false time card for him for a pay period in
January 1981. Federal prosecution was declined and an
Investigative Memorandum was sent +to OSHA authorities.
Effective July 13, 1981, the area director was removed from

the federal service.
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OFFICE OF AUDIT

During this reportina period, 250 audit reports were issued on DOL
programs. Many of these reports outline deficiencies in
contractor and oarantee operations. The audits were .performed by
0IG auditors, state and local auditors, and CPA contractors. The

table below summarizes our audit activity by proaram area.

SUMMARY OF AUDIT ACTIVITY
April 1 - Septemher 30, 1981

Reports Amount of Grant/Contract

Agency Issued Exceptionsl Amount Audited
ETA 223 $76,903,144 $4,459,770,060
OSHA 17 658,664 42,557,432
MSHA 8 518,833 4,186,422
OASAM 2 - 325,460
TOTALS 250 $78,080,641 $4,506,839,374

1 Throughout this report, audit exceptions include both
guestioned costs and costs recommended for disallowance.
Muestioned costs are expenditures without sufficient documentary
evidence for the auditor to make a conclusion on allowability.
Costs recommended for disallowance are expenditures that the
auditor Jjudges, based on available evidence, to be unauthorized
under the terms of the grant or contract.
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The following chart provides another picture of the composition of

costs questioned, and it is followed by discussion of the major

activities by proaram.

Composition of Costs Questioned During the Current Period
April 1, 1981 through September 30, 1981

$78 million

CETA Prime Sponsors
$54.6

Other DOL Program
$1.2

Employment and Training Administration

CETA Prime Sponsors

We issued 133 audit reports on CETA prime sponsors.

of $2.2

billion audited, $55 million in grant funds was ouestioned due to

lack of documentation for expenditures or non-compliance with CETA
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requirements. Following is a list of audit exceptions, the number
of reports containina those exceptions, and the amount of audit

exceptions:

Number of Reports Amount of

Audit Exception With Exceptions Exceptions
Ineligible participants 84 $20,314,856
Unresolved subgrantee audits 96 17,392,187
Insufficient documentation 50 4,208,026
Unallowable expenditures 44 1,166,463
Cost 1limitations exceeded 36 3,659,220
Improper allocation of costs 17 4,735,766
Inaccurate financial reports 18 1,370,556
Other 45 1,786,315
TOTAL | $54,633,389

Four reports are described below to illustrate the types of audits

conducted and the findinas identified during the reportina period.

] Alaska Balance of State?

The amount audited for the 27-month period ending September

30, 1979, was $32.8 million. We questioned $261,000.

2 p balance of state prime sponsor covers those entities in a
state that, by themselves, are too small to oualify as a prime
sponsor.
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We reported that:

- Costs reported to DOL exceeded amounts recorded in the
state's official accounting records by $42,000;

- the state had erred in allowing $9,000 of subgrantee
questioned costs pertaining to nepotism and excess salsry
payments; and

- the state had not recovered $210,000 of questioned costs

that had been disallowed.

Hawaii Balance of State

We audited $12 million coverino a three-year period endina
September 30, 1979. We aquestioned $206,000. The prime
sponsor failed to meet minimum training requirements for
Public Service Employment programs, resulting in $181,000 in
aquestioned costs. Also, for audits of subgrantees, $14,000
was charged to the arants; however, no audit reports were
issued. Earlier subarantee audits contained $10,000 that had

not been resolved at the time of our audit.

County of Ventura, California

Unlike most audits of prime sponsors, which cover one or two
years, this audit covered five years--Auqust 1974 to the end
of September 1979. The county received $57.4 million from
CETA over the five-year period and the auditors ouestioned

$771,866 and recommended $553,423 for disallowance.
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The report identified deficiences that included:

- Lack of documentation to support expenditures,

- failure to reconcile qgrantee cash records to what was
reported to DOL,

- lack of an approved interest cost allocation plan,

- failure to refund $21,618 of interest earned on money
received from DOL, and

- failure to maintain current property records for fixed

assets.

A conclusive statement on the county's internal control
system was that a clear audit trail from financial reports to
support documents was lackina, and extensive reconstruction
of accounting records was necessary before costs could be

presented in report format.

An accounting system, with the shortcominas described in this

report, fails to provide management with accurate reports and

makes it possible to commit an error and not detect it easily.

Mercer County, New Jersey

For the 2l1-month period covered by this audit, we recommended

that $89,209 of the $9.9 million audited be disallowed.
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Many of the disallowed costs resulted from failures in the
grantee's financial management system, which needs

strenathening and is vulnerable to other abuses.

We reported that:

- Excessive waoe payments to participants resulted in
disallowed costs of $21,184;

- costs reported to the Federal Government exceeded the
incurred costs by $34,870;

- of 100 participant records selected for sampling, 20 were
missina, resultina in auestioned costs of $15,897;

- of 100 randomly selected wacge payments, 64 were made
without supportina attendance records (the grantee had
relied on telephone information from the work sites)
resulting in disallowed costs of $7,102; and

- lack of a system to resolve subgrant audit findings

resulted in disallowed costs of $8,391.
Until Mercer County develops better financial and internal
controls over its CETA program, DOL has no assurances that

such deficiencies will not recur.

Indian and Native American Grantees

During this reporting period, 2?2 audit reports coverina Indian and

Native American programs were issued. Certified public accounting
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firms performing the work, under contract with DOL, collectively
audited $14.4 million of which $70,509 was recommended for
disallowance and $155,014 was classified as ouestionahle. Costs
recommended for disallowance primarily resulted from ineligible
participants ($32,695) and lack of approved indirect cost
allocation plans or other doumentation to support the allocation
of indirect costs ($23,039). Costs classified as aquestionable
primarily resulted from the followina:

- Questionable participant eligibility ($53,782);

- lack of DOL approvals or improper charaes to the grant

proaram ($33,500);
- improper procurement procedures ($37,633): and

- lack of supporting documentation ($12,530).

Rlso, these reports 1include 57 procedural findings, detailino

deficiencies in the grantees' administration of the proaram.

Of the 22 reports, 19 include findinas that disclose deficiencies
in the oarantees' financial management systems. The financial
management system of the United Urban Indian Club, Inc. was
seriously deficient and the CPA firm disclaimed an opinion on the
financial statements. Its system was not desiaoned to provide
accurate, current, and complete disclosure of financial
transactions. A general ledcer or Jjournal was not maintained at

any time during Fiscal Year 1979. Lack of a aeneral ledger or
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journal precludes any assurance that grant activities were
properly accounted for and precludes adeouate disclosure of assets
and liabilities. We recommended that the arantees' accounting
systems be reviewed durina monitoring visits by ETA Federal

Representatives.

Migrant and Seasonal Farmworker Grantees

During this reportina period,.13 financial and compliance and two
indirect <cost reports were 1issued on Migrant and Seasonal
Farmworkers Grantees. The total amount audited was $58.7 million
of which $1.8 million was recommended for disallowance and $6.9
million classified as auestionahle. Costs were recommended for
disallowance primarily because of:

- Improper contracting and procurement ($1,000,000),

- excessive administrative costs (%$218,000),

- insufficient documentation ($180,000), and

- unresolved prior audit findings ($147,000).

The main reasons for the auestionable costs were:
- Improper or unsupported allocation of costs ($4,700,000),
- insufficient documentation ($781,000),
- 1ineligible participants ($646,000), and

- improper contracting and procurement ($207,000).

® An audit of the National Farmworkers' Service Center 1in

Keene, California, disclosed that the grantee had an
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inadequate financial management system. This arantee was
awarded two DOL orants for a total of $804,78¢. Incurred
costs were $706,504 of which $259,104 was aquestioned mainly
because of participants' ineligibility. Some ineligible
participants were not U.S. citizens or registered aliens.
Other reasons for the ocuestioned costs were 1inadequate
supporting documentation, excessive administrative charges,

lack of reouired DOL approvals, and duplicate charoes.

An audit report on the Center for Employment Traiming in San
Jose, California, ouestioned $3.5 million of $7.4 million of
audited costs. Most of these costs were acuestioned because
the method used for the allocation of indirect and joint
costs was unsupported by reasonable documentation. Other
causes were Inadeocuate supportino documentation, lack of
reouired DOL approvals, undocumented participant eligibility,

and improper procurement procedures.

The auditors' opinion states that the agrantee's reported
financial information was not presénted fairly.
Specifically, the auditors found deficiencies in the
grantee's accountinq svstem, indirect and joint cost
allocation plans, participant eligibility determination
system, payroll and personnel records, and monitoring and

evaluation of subarantees.

tel
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Job Corps and Civilian Conservation Center Reviews

During this reporting period, 14 audit reports and one indirect
cost report were issued. These fipancial and compliance audits
covered $52 million in expendifures, of which we took exception to
almost $7 million. The reports note accounting system
deficiencies, insufficient documentation to support claimed costs,
and inadeauate procurement procedures. The tvpes and amounts of

audit exceptions are listed below:

Number of Reports Amount of

Audit Exception With Exceptions Exceptions
Undocumented approvals for

capital improvements 10 $4,842,814
Inaccurate financial

reports 12 1,669,511
Inadeouate procurement

procedures 10 94,505
Budget exceeded 6 44,178
Undocumented approvals for

training projects 5 277,963
Insufficient documentation 2 66,905

TOTAL $6,995,876

Due to these exceptions, we recommended that accounting controls

and record retention procedures be strenathened.
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Office of National Proorams

During this period, 7?8 audit reports were issued on ONP grants and
contracts awarded to public and private aaqgencies. These awards
totaled over %$4 million. Three of the audit reports contained
exceptions totaling $26,000 of which $17,000 was attributable to
insufficient documentation, $7,000 for exceeding arant/contract

budaets, and $2,000 for participant ineligibility.

State Employment Securityvy Agencies

Six audit reports were issued on SESA's during this reporting
period. Of $2 billion audited, $5.9 million was ocuestioned mainly
hecause one arantee failed to eaquate cash with expenditures for
closed fund ledgers. The other ouestioned costs related to

insufficient documentation.

0 A financial and compliance review was performed of the
administrative funds of the Office of Employmenf Security,
Commonwealth of Pennsylvanisa. In addition, OIG reviewed
supporting summary records pertaining to federal unemployment

benefits and allowances.
The audit relsted to $%$667 million of federal funds, of which

exceptions totalino $5.7 million were noted. The most

sianificant exception noted was attributed to the arantee's
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failure to eaquate cash with expenditures for closed fund
ledagers. As a result, the grantee had overdrawn $2.3 million
of federal funds. ARlso, hecause of insufficient
documentation to support cost appropriation transfers, $1.5

million was auestioned.

As a result of these findinas, we have recommended that the

grantee refund $3.8 million to ETA.

We audited the security of computer-based systems of the
State of Georgia Employment Security Agency (GESA), and found
several deficiencies. The operatina system and many
application data systems could suffer from wunauthorized
modification or destruction. Specifically, access controls
were lacking for the operating system, program library and
data files, applications systems, teleprocessina system, and
computer operations. In addition, the quality control, or
internal audit prooram, was wesk. For instance, there was no
on-going program to independently review operations, security
policies and quidelines were lackina, procedures to detect
fictitious employers had not been adecuately implemented, and
agency-wide procedures for updatina and accessina files were

lacking.
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We recommended several changes in policies and procedures to
uparade the security of GESA's systems. GESA responded
favorably and plans to implement the following:

- Procedures to control access to the operatina system,
proaram libraries and data files, application systems, and
teleprocessing system;

- formal standards or procedures for design of application
systems;

- programs to allow security violation reporting to user
management; and

- procedures to improve entry controls over access to the

computer room and other physical security plans.

In addition, GESA is seeking additional funds to implement

our recommendations in the following areas:

- Standards and procedures for documentation of all grantee
systems and design of application system proarams,

- ADP policies and auidelines for internal controls in GESA,

- an internal audit unit, and

- prior recommendations in our audit report entitled "Audit

of Unemployment Insurance Benefit Payment Controls."

Mine Safety and Health Administration

Eight financial and compliance audit reports of MSHA grants to

states totaling $4.2 million were issued this reporting period.
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Five of these reports contained audit exceptions totaling $518,000
of which insufficient documentation was the most significant

exception noted as shown below:

Number of Reports Amount of
Audit Exception With Exceptions Exceptions
Insufficient documentation 6 $439,901
Improper allocation of
administrative costs 2 78,932
TOTAL $518,833

Occupational Safety and Health Administration

During this reporting period, 17 audit reports were issued on OSHA
grants to states totaling $45.5 million. Audit exceptions
totaling $659,000 were noted in seven of the audifs; of this
amount, $519,000 was attributable to one arantee that did not have

an approved indirect cost rate.

The following table summarizes the exceptions noted:

Number of Reports Amount of

Audit Exception With Exceptions Exceptions
No indirect cost rate 4 $605,389
Insufficient documentation 3 14,325
Unallowahle assessments .

and penalties 2 13,877
Budoet exceeded 1 _ 12,187
Unreported/understated

income 1 10,785
Costs charoged to wrona

period 2 2,101

TOTAL $658,664
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Office of the Assistant Secretary for Administration and Management

Two reports were issued on OASAM contracts for technical
assistance studies on the impact of proposed safety and health
standards totaling $9€¢,000. No exceptions were noted in either

report.
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OFFICE OF LOSS ANALYSIS AND PREVENTION

Between April 1 and September 30, 1981, four final loss prevention
reports were 1issued. These studies were undertaken to identify
major systemic vulnerabilities to waste, fraud and abuse and to

recommend corrective actions.

- Black Lung Loss Vulnerability Study

As the first phase of a two segment analysis of the Black Lung
Prooram, this study focused on 1loss vulnerabilities in claims
processing and compensation payment procedures to former miners

disabled from pneumoconiosis (black lung).

The study included an evaluation of the legislation and
requlations, as well as procedures and processes related to bill
and claims payment. This report identified 40 areas of
vulnerability within payment system operations and proposed
corrective actions for each of the areas. The maior
recommendations in this study included an intearated ADP system
and improved screening, control, verification and offset

procedures.

- Black Lung Automated Payment Systems Loss Assessment

The purposes of the second Black Lung Program study were to assess
historial and continuing resource 1loss from automated payment

processes, identify weaknesses in the program's automated systems,
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and to recommend corrective actions designed to reduce future loss
and to provide for the early detection of losses which may occur.
The study identified an estimated $36 million in wunrecovered
overpayments; $44 million in improper pavments made between 1973
and 1980; and a number of computer system and internal control
weaknesses. Amona our recommendations, we proposed a number of
computer system modifications; that action be taken to eliminate
continuinag overpayments and to recover documented historical
overpayments; re-validation of payment records; and implemention

of improved fiscal systems and controls.

- Loss Vulnerability Assessment of FECA Benefit Payment Proqgram

Operations in Six District Offices

In September 1981, a report was issued on our loss vulnerability
assessment of six district offices of the Division of Federal
Employees Compensation, Office of Worker's Compensation Proorams,
ESA. Our assessment covered the bill payment, claims processinag,
manual compensation payment, mail and file operations and computer
security for six offices responsible for receivina, examininog,
adjudicating and payino claims filed under FECA. This study
represented an expansion of an earlier study conducted in District

Office 25 in Washington, D.C.

The assessment was conducted over a three-month period and

involved an on-site review of operational procedures. Interviews

- 98 o



were conducted with district office personnel, work flow was

tracked and monitored and a computer security survey was conducted.

As a result of this analysis, we concluded that there are a number
of procedural controls within the FECA benefits payments program
that, if adhered to, can limit the susceptibility of the program
to loss throuah internal and external fraud and abuse. We found a
general lack of security consciousness amona FECA district office
staff and little evidence of the implementation of recommendations
made previously in our District Office 25 study. Thirty specific
findings were identified and corrective actions were proposed for

each area.

- CETA Eliqgibility Determination and Verification Systems

Past OIG audits and investications have very freouently identified
participant ineligibility as a major problem. In this study, we
attempted to address this problem from a systemic point of view.
The purposes of the study were:

- To review and evaluate the eligibility determination and
verification systems utilized by five selected CETA prime
SPONSOTS;

- to identify aspects of the screening systems studied that
appear to be highly effective and may warrant
consideration for replication or adaptation by other CETA

prime sponsors; and
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- to identify aspects of the screenina procedures surveyed
that appear to be ineffective and may warrant

consideration for discontinuation or modification.

Although we found a number of practices that tended to
characterize the more effective prime sponsors, these practices
were not related to the screeninag process, but more to management
support and direction. The conclusion of this study documents the
belief of many seasoned CETA specialists that -- except for strong
and diligent program management -- there do not appear to be
clearly identifiahle screening technioues, or comhinations of
technioues, that can serve as replicabhle "model" eligibility

proarams for all CETA prime sponsors.

Our study did make a number of recommendations in the areas of
training, pre-enrollment documentation, thirty-day reviews,
ouarterly eligibility verifications and Independent Monitoring

Units.

In addition to the reports described above, we 1issued the
followinao draft report to ETA:

- Loss Vulnerability Assessment of Unemployment Insurance Benefit

Payment Systems and Operations

This review encompassed operstions of the central office and

selected local offices in seven states, representative in terms of

- 100 -



payment procedures, employer reporting procedures, unemployment
rate and stress rate (increase of unemployment rate in Fiscal Year

1980 over Fiscal Year 1979).

The primary objectives of the study were to analyze select UI
benefit payment systems and operations, to identify loss
vulnerahilities, and to recommend appropriate counter-measures to
eliminate or minimize the potential losses that could result from

systemic weaknesses.

Although the Department of Labor and the states have instituted a
numher of positive controls to deter fraud and abuse hy claimants,
employers and UI employees, it is apparent from our review that
weaknesses still exist within the individual state programs in the
areas of computer and terminal security, payments (specifically,
pay order card processing), and check and cash control,

particularly as it relates to mailroom operations.

Additional findings were presented in the areas of employer tax,
benefit payment control units, data entry, and building security.

Althouah the analysis involved a limited sample of state systems,
it is believed that many of the findinas and recommendatiﬁns may
be used by other states to assess their current procedures and

operations.
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Finally, agency comments were received on a report issued in a

prior reportina period.

- Migrant Farmworker Housing Conditions

In the study, we reviewed migrant farmworker housing conditions in
selected areas of Maryland, Virginia and North Carolina. _We found
poor conditions in 33 of 72 miorant camps visited and fair
conditions in another 17. We also found lack of coordination
between the three DOL agencies responsible for migrant conditions
(ETA, ESA and OSHA), conflicting housina standards, and
disproportionate inspection coverage of migrant employers

utilizing the Employment Service for this labor supply.

We recommended that the responsibility for actual inspection of
miagrant housina conditions be assioned solely to OSHA, that
unified migrant housino regulations be established, and that the
agencies involved with various aspects of the migrant program

improve coordination with each other.

The agencies agreed that there was a need for better
coordination. They believed, bhowever, that the responsibilities
traditionally assiagned to the separate aaqencies should not be
eliminated. Actions taken to date by the affected agerncies should
remedy most of the problems relatina to coordination and uniform

standards.
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OFFICE OF ORGANIZED CRIME AND RACKETEERING

During the period of April 1 throuaoh September 30, 1981, the
Office of Organized Crime and Racketeerina opened 42 cases. Of
these, 19 were referred to the Department of Justice, or other

authorities for possible prosecution.

There were 27 indictments involvina 64 individuals during this
reporting period; 25 individuals were convicted, and the remainina

defendants are awaiting trial.

Some examples of cases follow.

° An 0IG investigation lead to a 50-count indictment in August
1981 against three officials of the Allied International
Union of Security Guards and Special Police and the
Federation of Special Police and Law Enforcement Officers,
charaina them with bribery, obstruction of justice,

embezzlement, and a state arson offense.

Daniel Cunninoham, president of the wunion, attempted to
obstruct OIG's investigation of embezzlement by offerina one
agent a $25,000 bribe and payina another agent $2,600 to stop
the 1investigation. He also plotted to have his DOL
investigative file stolen and the OIG office burned down.
His negotiations with the agents were taped by OIG. He

additionally attemped to influence the testimony of two
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government witnesses through threats and bribes and burned
down his union office to destroy union records subpoenaed by

the arand jury. (United States v. Daniel Cunningham, Herman

Jaffe, and Salvatore Ponte, Eastern District of New York)

Following an OIG investigation, Robert A. Lins, a former
president of Teamsters Local 299, International Brotherhood
of Teamsters in Detroit, and two current officials of the
local were indicted in August 1981 on charges of embezzlement
of wunion funds, conspiracy to embezzle union funds, and
ohstruction of a grand jury witness. The indictment
specifically charoged the defendants with conspiring to
embezzle the funds of Teamsters Local 299 and converting
those funds to their own use and the use of others. Further
charges are that the defendants granted and caused to be
aranted pay raises for the business agents of local 299 and
that the defendants collected and caused to be collected
funds from the business agents of local 299 from 1978 to 1980
for the purpose of financing their election campaion. (Local
299 is Michigan's largest Teamster local and is nationally
known, having been the home 1local of former <a@eneral
presidents James R. Hoffa and Frank E. Fitzsimmons.) (United

States v. Robert A. Lins, Raymond H. Banks, and Eugene Davis,

Eastern District of Michigan)
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The investigation by OIG and the New York State Police lead
to charges against Richard Vaccaro, business manager since
1954 of Laborers Local 333 in Syracuse, New <York, of
embezzlement of union funds and mail fraud. He plead guilty
to these charoes and the plea was entered in satisfaction of
all possible charges acainst him relating to embezzlement of
union funds by skimming dues payments, double billing for
travel and convention expenses, and having the union pay for
his personal expenses. The amount embezzled totaled
approximately $20,000. The 1investigation also wuncovered
evidence that Vaccaro forced union members to work for
nothing on the construction of a $200,000 residence he built

near Syracuse. (United States v. Richard Vaccaro, Eastern

District of New York)

In the continuing investiocation by 01G, local law
enforcement, and the IRS into organized crime's more than one
half century of> influence in the Fulton Fish Market, the
latest results are an 167-count indictment of eight
individuals. Three officials of the United Seafood Workers
Local 359 and its associated employee henefit plans (one an
alleaged high-level member of an organized érime family) who
control and dominate the local and its employee benefit
plans, are included in the indictment. Charges include

receivino approximately $700,000 from businesses in the
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Fulton Fish Market through extortion and prohibited employer
payments. The five businesspersons were charged with
extortina money from firms in the market and providing the

proceeds to the union officials. (United States v. Carmine

Romano et al., Southern District of New York)

Louis Sanzo, president of local 29, Blasters, Drillrunners
and Miners Union, was convicted on charoes of tax evasion and
conspiracy to commit tax evasion. The charges relate to his
receipt of over $200,000 from a construction company. He was
found innocent of racketeering charges. Amadio Petito,
secretary-treasurer of the local was convicted of criminal
contempt and perjury before the grand  jury. Samuel
Cavalieri, Sr., was also convicted of criminal contempt.
Thomas Mancuso, alleged high-level organized crime member,
was also found quilty of contempt, but died of natural causes
before sentencing. (Based on evidence presented to him, the
District Court Judge found that Cavalieri was a member of the
Luchese organized crime family under the 1leadership of
Antonio "Tony Ducks" Corallo and that Sanzo and Petito were
associated with organized crime figures.) The IRS entered
the case after 0IG developed evidence of income tax evasion.

(United States v. Louis Sanzo, United States v. Amadio

Petito, United States v. Samuel Cavalieri, Sr., United States

v. Thomas Mancuso, Eastern District of New York)
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William Koenia, organizer and business representative for
local 5, International Brotherhood of Boilermakers, and
president of the International Brotherhood of Craftsmen,
Professionals, and Allied Trades was indicted on charges of
extorting and receiving more than $30,000 from Lona Island
businesspersons and with embezzling over $12,000 in medical

plan and welfare fund money. (United States v. William

Koenia, Fastern District of New York)

Followina investigations by the FBI and O0IG, a garand jury
returned a three-count indictment for violating the Racketeer
Influenced Corrupt Organizations (RICO) statute against Harry
Gross, a local 282 International Brotherhood of Teamsters
business agent, including charges that he obtained a
"no-show" job for his chauffeur from a construction
corporation, received two cars worth a total of $19,000 from
two excavation companies, and extorted $2,500 from another

construction corporation. (United States v. Harry Gross,

Fastern District of New York)

A special grand jury in September 1981 indicted John P. Duff,
international vice president of the Distillery, Wine, and
Allied Workers Internstional Union headouartered in
Enalewood, New Jersey, and also a salaried official 6f three

Chicago local unions, and Howard J. Hansen, president of
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local 3, of embezzlina over $100,000 from local 3 in Chicaqgo
and local 42 in Detroit, Michigan. Specifically, Duff is
charaed with embezzlino and convertino to his own use and the
use of others $94,064 from the two 1locals; and Hansen is
charged with embezzling and convertino to his own use and the
use of others $27,192 from the two locals. Duff is also
charged with falsifyina records of local 3. Amounts charged
include unauthorized salary increases, unauthorized year-end
checks, unauthorized expense payments, and diversion of local

42 dues check-off money to local 3. (United States v. John

P. Duff and Howard J. Hansen, Northern District of Illinois)

Following a Jjoint FBI and OIG investigation, a federal arand
Jury in Tucson returned a ten-count indictment of conspiracy
to embezzle union funds, emhezzlement, and mail fraud against
five officials of the Laborers International Union of North
America. The indictment dealt with the establishment of a
severance fund for officers and business agents of local 479
of Tucson and local 383 of Phoenix without the asuthorization
or knowledae of the membership of either 1local. The
indictment charages that the defendants conspired to take
approximately $350,000 from the 1locals. Named in the
indictment are Mason Warren, international vice president of
Laborers and past secretary-treasurer of the Laborers

District Council of Arizona; Fred J. Brown, president of the
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Arizona AFL-CIO, former business manager of local 479 and
president of the District Council; William Soltero, Sr.,
business manager and secretary-treasurer of 1local 383 and
business manacer of the District Council; Ermilio Torres,
business manager of local 479 and vice president of the
District Council; and francisco Lozano, secretary-treasurer
of local 479 and delegate to the District Council. (United

States v. Mason Warren et al., District of Arizona)

A federal grand jury in New Jersey returned two indictments
against Ralph J. Torraco, the principal officer of the
accounting firm of Bernard Torraco & Company, accountant for
numerous Teamster locals and benefit funds in New Jersey,
including the Trucking Employees of New Jersey Pension and
Welfare Funds and the Truckina Employees of Passaic and
Bergen Welfare anrd Pension Funds, which are allecedly
controlled by family members of Tony Provenzano who is now in
prison. Provenzano, an alleged high-level oroanized crime
member, 1is a former vice president of the International
Brotherhood of Teamsters (IBT), former president of IBT Joint

Council 73, and former president of IBT Local 560.
Torraco is charged in one indictment with four counts of mail

fraud and four counts of embezzlement of benefit fund money.

He is charged with embezzling over $114,000 through a scheme

- 109 -




involving overbillinag the funds for audit work and charoing
salaries of his associates as a fund expense. The second
indictment charges Torraco with 11 counts of tax evasion and
filing false tax returns arising from his failure to report
approximately $700,000 in income earned from numerous clients

during the period 1975-1978.

The IRS Jjoined the OIG investigation éf this matter when

evidence of tax violatiors was uncovered. (United States v.

Ralph Torraco, District of New Jersey)

An OIG investigation has resulted in an eiaht-count qgrand
Jury indictment in Camden against Anthony LaMaina, business
manaaer, and James Conover, secretary-treasurer of local 40-B
of the International Brotherhood of Law Enforcement and
Security Officers. While full-time sworn members of the
Atlantic City Police Department, LaMaina and Conover created
a union to orosnize security oguards for casinos in Atlantic
City. They embezzled $12,000 from the union by falsifyina
union meeting minutes, which authorized them to spend money
to buy cars and provide salaries and reimbursements for
expenses for themselves. LaMaina and Conover are Atlantic
City police officers who were alleoedly closely associated
with the 1late John McCullough, president of Roofers Union

Local 30 and alleoced Atlantic City representative for the
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late, alleged Philadelphia oraanized crime boss, Angelo

Bruno. (United States v. Anthony LaMaina and James Conover,

District of New Jersey)
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PART III

OIG COMPLAINT CENTER

During the period of April 1 throuah Septemher 30, 1981, a total
of 982 inouiries and complaints were received by the OIG complaint
center from DOL employees, the public, and referrals from the GAO
hot line. Of this total, 904 were general inguiries handled by

telephone without the center opening an official complaint file.

A total of 78 were considered to merit further action or
investigation. Of these, 43 pertained to the Employment and
Traininag Administration, 20 to the Employment Standards
Administration, seven to the Occupational Safety and Health
Administration, and four to the Mine Safety and Health
Administration. Of the 78 complaints, 43 were forwarded for
preliminary audit or investigative review within the OIG; the
remaining 35 were referred to program agencies for review or

administrative action.

Durina this reporting period, final responses to 183 complaints
were received. Many of these involve matters received by the O0IG
in earlier reportina periods. Of the 183, 31 complaints involved
allegations that were substantiated by administrative review or
OIG audit or investigative work. These matters are in various

stages of criminal or administrative resolution.
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PART IV

MONEY OWED TO THE DEPARTMENT OF LABOR

In accordance with a reouest in the report of the Senate Committee

on Appropriations on the Supplemental Appropriation and Rescission

Bill of 1980, the following are unaudited estimates provided for

the agencies by the Department of the amount of money owed, the

amount of money

overdue,

and

the amount

written-off as

uncollectible during the six-month reporting period:

SumMMpRY OF ESTIMATED

DEPARTMENT OF LABOR DEBT

Program
Name

Estimateo
Outstandino
Recefvables 1/
Sept. 30, 1971
(In thousands)

Estimated
Delinouen-
cies

Sept. 30, 1981
(In _thoussnds)

Estimated

Ad justments and
write Offs

FY 81 3/

(In thousands)

Employment Standards
Pomiristration:

Federal Employees
Compensation Act (FECA)

o overpayments tc
beneficisries/providers

Bleck Lung Frograr

o Responsible Mine
Operator reimburse-
ment and overpay-
ments to benefi-
ciaries/providers

Employment and
TraIn!no Fdministration:

o disallowed cost from
suditino or monitoring,
outstanding cash halances
after contract termina-

tion; erroneous over-
pasyments to orantees

Mine Safetv and

Health Adriristration:

o civil penalties
from mine operators

Dccupations) Safet
ang Hpslth !3mln!s¥retion:
o civil penalties
frcm businesses

Pension Benefit

Cusrenty Corpcratien:

o, Terminated plan
assets subject
to transfer end
employer liahility

$ 11,600

131,358

128,000

9,100

22,200

€83,240

$ 1,500

131,358

60,000

&, 600

21,900

661

$ 5,000

€8,000

4,500

5,400

7,405

3381,498

$732,019

$50,305

Totels
1/
- contingent re
amounts identified.
wil) differ fros these amounts.
2/  Not provided.
3

of the sppeals process.

As defined by OME Bulletlin No. R1-17, this column includes actual recelvablec and emounts identifled ar
~eivahles which are sublect to an sppesls process which can eliminate or reduce the
Official DOL records conform to accepted sccountina principles and standards and

Includes write offs of uncollectible receivables and sdiustments of contingent receivables 8s 8 result
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SUMMARY OF AUDIT REPORTS ISSUED
DURING THE CURRENT REPORTING PERIOD

During the current semiannual reporting period April 1, 1981 to September 30, 1981,
we issued 251 audit reports as follows:

DEPARTMENT OF LABOR

Employment and Training Administration
CETA Sponsors:

State and Local Prime Sponsors 133
Native American Grantees 22
Migrant and Seasonal Farmworkers Grantees 15
Job Corps Contractors 15
National Programs for Older Workers 1
Office of Policy, Evaluation and Research Grantees 21
Technical Assistance and Training Contractors 2
Other National Programs Grantees _6

Subtotal 215

State Employment Security Agencies 6

internal Audits 2

Occupational Safety and Health Administration
OSHA Sponsors 17

Mine Safety and Health Administration
MSHA Sponsors 8

Assistant Secretary for Administration and Management
OASAM Contractors 2

OTHER FEDERAL AGENCIES
Health and Human Services

I_\

Total

|IN
w
-
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