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The Office of the
Inspector General
depends upon the
assistance of other
Department of Justice
employees for its
successes. We would

like to take this
occasion to honor two
Departmental employ-
ees who have had a
special impact on our
work.

ssistant United States Attorney Susan Stewart Dickerson, Western

District of Oklahoma, served as prosecutor for a joint OIG, FBI, and

INS bribery investigation. A corrupt INS legalization officer con-

spired with two East Indians to sell INS Employment Authorization

Cards. The INS legalization officer was tried and convicted of bribery and

fraud. On July 17, 1992, he was sentenced to 2 1/2 years incarceration, su-

pervised probation, community service, and fined. The two East Indians

were charged with bribery and entered pleas of guilty. They were sen-

fenced to 18 and 20 months incarceration, supervised probation, commu-

nity service, and fined $4,000 each. Five Indian Sikhs held as material wit-

nesses provided testimony against the employee, and were then re-
leased.

The successful prosecutions, and particularly the resulting sentences, are
a tribute to Ms. Dickerson’s aggressive prosecution at every stage, and to
her success in overcoming a substantial language barrier (Punjabi) in the
case.

teven LaBier, currently Unit Chief, Bureau of Prisons Federal Cor-

rectional Institution (FCI) Estelle, South Carolina, assisted the Of-

fice of the Inspector General during a criminal investigation in-

volving a BOP correctional officer accused of sexually abusing a female
inmate at a Federal prison in Florida. The correctional officer was tried and
found guilty of sexual abuse. On May 26, 1992, he was sentenced to serve
20 years on each of the four counts convicted, to be served concurrently.

Lieut. LaBler, who at that time was assigned to the prison where the
crime ook place, worked closely with OIG agents and consistently dem-
onstrated excellent knowledge of the workings of the institution and of in-
mate interrelationships. His testimony was vital to the prosecution. LaBier's
actions are indicative of the high standards set by the Warden of the insti-
tution and the Bureau of Prisons.



This report summarizes the -Office of the
Inspector General (OIG) activities for the
6-month period ending October 31, 1992.

Our accomplishments again show significant
impact on Department of Justice programs
and operations, with our audits, inspections,
and investigations yielding impressive
results. We also continue our focus on
specific DOJ activities that the Department
and OMB have identified as “high risk”

areas for fraud, waste, and abuse.

Richard ). Hankinson




his is the seventh semian-

' nual report issued by the
Department of Justice Office of the In-
spector General (OIG). This report dem-
onstrates our continued focus on audits,
investigations, and inspections that have
asignificant impact on the programs and
operations of the Department.

In keeping with the OIG Audits and
Inspections Workplan, OIG initiatives
continue to emphasize Departmental
grant and contract activity while ensur-
ing our presence in most of the
Department's components. The OIG also
initiated several activities in which inves-
tigators and either auditors or inspectors
jointly attacked an issue or concern.

During just this 6-month period,
our auditors and inspectors found pos-
sible additional revenues or savings twice
as large as our annual appropriation.
Moreover, our investigators increased
their arrests by one-third and doubled
their convictions.

The Audit Division

| Found that the Drug Enforcement
Administration (DEA) could en-
hance revenues annually by an
estimated $20 million if the Con-
trolled Substance Act Registration
fees are updated.

B  [Focused on two of the Depart-
ment’s high risk areas—the Asset
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Forfeiture Program and the bank-
ruptey trustees program. In the
former, our audit of the single larg-
est contractor in the Asset
Forfeiture program found signifi-
cant problems and possible
overcharges. In the latter, we com-
pleted two audits of the Executive
Office for United States Trustees
(EOUST), and issued 333 reports
on private trustees in the bankrupt-
cy program.

Successfully implemented the Chief
Financial Officers Act by complet-
ing five audits of FY 1991 financial
statements under the new statute.

Issued 144 external reports encom-
passing 574 Department contracts,
grants and other agreements total-
ing more than $171 million.

Performed nine contract and grant
audits totaling more than $26 mil-
lion.



The Investigations Division

creased arrests by 39 percent; in

dition, indictments increased by
34 percent, and convictions/ pleas
bled over the preceding 6-
th period.

- Consummated a difficult and
lengthy investigation using ADP
techniques to uncover a fraud
scheme within the Immigration
and Naturalization Service (INS)
involving more than a thousand il-
legal aliens. As a direct result of
that investigation, the OIG joined
INS in reviewing security faults in

the INS Central Index System.

Bribery to get INS documentation
and bring drugs into the country contin-
ues to be a caseload staple. In addition,
however, OIG agents successfully pros-
ecuted cases involving $250,000 in em-
bezzlement and more than $400,000 in
contract overcharges.

The Inspections Division

| Suggested a policy change in the
control and monitoring of back-
ground investigations that, if
adopted by DOJ, would result in
an estimated one-time savings of
$37 million and achieve an annu-
al savings of over $3 million in
reduced reinvestigation costs.

Targeted the Departmental high
risk area Asset Seizure and Forfei-
ture Program in two inspections.

Concluded the FY 1992 Consolidat-
ed Workplan for Audits and
Inspections goal to assess the qual-
ity of the other units within the
Department that evaluate DOJ pro-
grams and operations.

Recommended the Criminal Divi-
sion design a phaseout plan for its
$3.7 million Office of Special In-
vestigations due to its diminishing
workload.
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Overview

| Mission

| he OIG provides leadership
' and assists management to
promote economy, efficiency, and effec-
tiveness within the Department. The OIG
enforces federal bribery, fraud, waste,
abuse and integrity laws and regulations
within the Department and identifies for
prosecution those individuals or organi-
zations involved in financial, contractual,
or criminal misconduct in DOJ programs
and operations.

The OIG carries out this mission
through four components:

The Audit Division, headquartered
in Washington, D.C., has field offices in
Atlanta, Chicago, Dallas, Denver, Falls
Church, Philadelphia, and San Fran-
cisco.

The Investigations Division has its
headquarters in Washington, D.C. The
Division has field offices in Chicago: El
Paso; Brunswick, Georgia; Los Angeles;
McAllen; Miami; New York; San Juan;
San Diego: San Francisco; Seattle; Tuc-
son; and Washington, D.C.

The Inspections Division is located
in Washington, D.C.

The Management and Planning Di-
vision is headquartered in Washington,

D.C.

Staffing and Budget

The OIG’s I'Y 1992 appropriation

provided 348 permanent positions, 346
workyears, five other than full-time per-
manent positions, and $28,820,000.
Reimbursables totaled $6,315,000, and
provided an additional 83 positions and
58 workyears. The FY 1993 enacted ap-
propriation provides 348 permanent po-
sitions, 352 workyears, five other than
fulltime permanent positions and
$30,622,000. Continuation of reimburs-
able agreements in I'Y 1993 provides 83
positions, 83 workyears and $8,207,000
in reimbursable funding.

_ Personnel Strength

The OIG’s 1992 personnel ceiling
by function was as follows: Immediate
Office, 16; Audit, 172; Investigations,
167, Inspections, 48; Management and
Planning, 33; total personnel strength,

4306.

Office of the
Inspector
_General

Overview

The OIG has offices nationwide.



The Inspector General participates
in the President's Council on Integrity
and Efficiency (PCIE). During the past 6
months, the OIG has continued its repre-
sentation on the Computer Auditing/In-
vestigation Roundtable, the Inspection
Roundtable, and other ad hoc commit-
tees. During the past 6 months, the OIG
responded to 30 audit-related PCIE ini-
tiatives or requests for information.
Moreover, the OIG has been instrumen-
tal in the preparation for a Government-
wide PCIE review of civilian aircraft us-
age and costs.

The Inspector General Act requires
that the Inspector General review pro-
posed legislation relating to the programs
and operations of the Department of Jus-
tice. Although the Department's Office of
Legislative Affairs and Office of Policy
Development review all proposed or en-
acted legislation that could affect the
Department's activities, the OIG indepen-
dently reviews proposed legislation re-
garding fraud, waste, and abuse in the
Department's programs or operations, or
other matters affecting the operations of
the OIG. Over the past 6 months, the OIG
testified before the House Subcommittee
on Government Information, Juslice and
Agriculture on the seriousness of prob-
lems found in our inspection of person-
nel security issues, and reviewed and sub-
mitted comments on S. 2928, “The Con-
tractor Licensing Reform Act of 1992.”

The Department and OMB identi-
fied specific DOJ activities that have a
“high risk” for fraud, waste, and abuse.
The Department has ten areas on the
High Risk Area list published by OMB.
Audits and inspections in these areas
provide Department managers with assis-
tance to correct specific high risk activi-
ties, thus ensuring improved operations
within the Department. During this re-
porting period, the OIG issued five final
inspection and audit reports that in-
volved various aspects of the asset forfei-
ture, bankruptcy, and prison facilities
high risk areas.



Audit Division

: he Audit Division is re-
. == sponsible for conducting
independent reviews of Department of

Justice organizations, programs, fune-
tions, automated data processing systems,
and overseeing financial statement au-
dits. The Audit Division also conducts or
reviews the conduct of external audits of
expenditures made under Department
contracts, grants, and other agreements.
All audits are conducted in accordance
with the Comptroller General’s Govern-
ment Auditing Standards.

The Audit Division ensures bal-
anced audit coverage of the Department
through the development and execution
of an approved workplan that complies
with the requirements of the Office of
Management and Budget (OMB) Circular
A-73, Revised, “Audit of Federal Opera-
tions and Programs.” Audits are selected
based on an audit universe, which is
structured to identify the functions and
programs within the Department. The
audit universe is used to track the degree
of audit coverage in each area, consider-
ing prior audit coverage and current
management and audit priorities. Adher-
ence (o the requirements of OMB Circu-
lar A-73 and the audit workplan ensures
the maximum utilization of resources
while providing broad audit coverage of
the Department.

Audits are performed in three gen-
eral categories: Internal, Trustee, and
ixternal. Internal audits address the pro-
grams and activities of the Department.
Trustee audits, performed under a reim-
bursable agreement with the Executive
Office for U.S. Trustees, examine the in-
ternal controls and cash management
practices ol panel and standing trustees

nationwide. External audit work includes
the review and coordination of audits of
State and local governments and non-
profit organizations for which the De-
partment has cognizance under the pro-
visions of the Single Audit Act of 1984
and OMB Circulars A-128 and A-133. In
addition to these monitoring activities,
the Inspector General has substantially
stepped up the level of direct audit work
performed on the books of DOJ contrac-
tors and grantees.

The Audit Division is devoting an
increasing amount of its resources to the
support of complex fraud cases that the
Investigations Division is conducting.

Controlled Substance Act Registration Fees

in the Drug Enforcement Administration

The Controlled Substances Act
(CSA) requires every person who manu-
factures, distributes, or dispenses any
substance controlled under the CSA to be
registered with the Drug Enforcement
Administration (DEA) unless exempted
by law. Additionally, the CSA authorizes
the Attorney General to establish reason-
able fees to recover Federal costs for reg-
istering and controlling the manufacture,
distribution, and dispensing of controlled
substances. Office of Management and
Budget Circular A-25 requires the total
cost of providing the service to be re-
viewed annually and the fees adjusted as
llCCESSHTy.

An audit of CSA Registration Fees
in DEA disclosed that DEA was not in {ull
compliance with the CSA, OMB Circular
A-25, and the User Charge Statute. Since
the fee system was established in 1971,

The Audit
Division

Significant
Audits
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the fees charged have only been adjusted
once, in 1984. As a result, DEA’s activi-
ties have not been self-sustaining.

We estimate DEA:

+ Could have recovered an additional
$69 million in fees between 1984 and
1990 had they updated the fee structure
annually as required by OMB Circular A-
25.

+ Could have recovered an additional
$20 million had the fees been adjusted

. for FY 1991.

Could collect an additional $20 mil-
lion annually if the fees are adjusted.

Federal Bureau of Investigation

Property Management

The Audit Division completed an
audit of the Federal Bureau of Investiga-
tion (FBI) Property Management. Prop-
erty management is the overall adminis-
tration of accountable property and the
operation of the inventory system. The
FBI’s Financial Management System
(FMS), the official accounting system, is
used as the source record for financial
reporting and reporting accountable
property purchases. The Fixed Asset Ac-
counting System (FAS) is the subsidiary
ledger for property in the FMS.

The audit disclosed that: the FBI's
FMS and the FAS did not provide a com-
plete and accurate accounting of prop-
erty acquired during FY 1990; the FAS
did not provide adequate control of prop-
erty placed into inventory; and the system
of controls over the property manage-
ment cycle had problems with segrega-

tion of duties, property requisition, or-
dering, receipt, transfer, and inventory.

Specifically, we found that the FBI
recorded $80 million in new property
purchases to the FMS, but only recorded
receipts for $5.5 million. Of this same
$80 million, only $26 million of the prop-
erty was listed to the FAS inventory sys-
tem. We calculated that $3.1 million of
this property was at risk of loss because
the FMS and the FAS are not integrated
properly or reconciled regularly. For
years before FY 1990, we estimate that
property valued at $140 million may be
at risk. Additionally, we estimate that
FAS is underestimating accountable
property with an original acquisition cost
of approximately $446 million because
the property is either improperly listed or
not listed at all in the FAS.

Monitoring of Private Trustees

Congress created the United States
Trustees (UST) Program within the De-
partment of Justice in 1978 as a pilot
project covering 18 judicial districts. This
program was later expanded to cover 88
of the 94 United States judicial districts
pursuant to the Bankruptcy Judges,
United States Trustees, and Family
Farmer Bankruptcy Act of 1986. Trust-
ees, most of whom are attorneys in pri-
vate practice, have a fiduciary responsi-
bility to administer the estate of a debtor
in consonance with the goals of the par-
ticular chapter under which the case is
filed. The UST Program's estimated
amount in bankruptcy accounts is $26
billion.

We audited how regional UST and



the Executive Office for United States
Trustees (EOUST) monitored private
trustees. We found that the UST pro-
gram monitored most private trustees,
and the UST regions had procedures in
place for monitoring private trustee
bonding, reporting, case closure, and for
following-up on Chapter 7 reviews. How-
ever, the quality of monitoring proce-
dures varied from region to region, and
in some cases, from region to field office.
We found deficiencies that either limited
the program’s capability or had the po-
tential for allowing trustee negligence or
wrongdoing to occur and not be timely
addressed.

For example, we found that EOUST
did not codify the program’s many poli-
cies and procedures. Additionally, the
UST field offices did not get good guid-
ance on how to identify or handle trustee
fraud allegations. The audit also noted
that EOUST oversight of audits and re-
views of private trustees needed improve-
ment. Further, the UST regions were slow
to require that private trustees correct de-
ficiencies in their operations. Lastly, we
found that UST regions were not ensur-
ing that trustees reported as required.
Over one-third of the panel trustees re-
viewed in a limited sample had submitted
incorrect or incomplete reports.

United States Trustees’

Automated Case Management System

The United States Trustees’ (UST)
Automated Case Management System
(ACMS) is designed to support the UST
Program’s needs for word processing,
caseload management, financial analysis,
and fee collections tracking; and to con-
tain records of all bankruptcy cases na-

tionwide. It is estimated that $29.9 mil-
lion was spent on the ACMS system since
its introduction in 1984.

Our audit of the ACMS revealed
that the EOUST did not comply with Sec-
tion 310 of Public Law 99-554 that re-
quires a joint bankruptcy case manage-
ment system demonstration project be
established between the EOUST and the
U.S. Courts. The audit also noted that the
EOUST had not developed a formal sys-
tem development life cycle methodology;
had not conducted a risk analysis of
ACMS; had not developed, maintained,
or periodically tested ADP contingency
plans at its ADP facilities; and had inad-
equately documented procedures related
to ACMS data processing and output con-
trols. Additionally, we found that EOUST
needs to strengthen security controls to
prevent modification of ACMS programs
by unauthorized users, and to ensure that
computer resources and data are pro-
tected against unauthorized access and
erroneous or fraudulent activities. While
most users found the reports generated
by the ACMS system to be accurate, reli-
able, and timely, some users noted that
the generated reports did not provide the
level of detail they needed to perform
their duties.

DOJ Contract for Asset Forfeiture Support
Service with EBON Research Systems

In July 1988, the Department
awarded a time and materials contract to
EBON Research Systems for asset forfei-
ture support services to certain DOJ com-
ponents. The initial contract was esti-
mated to have a value of approximately
$29 million and covered FY 1988 with 4
option years.. Currently, contract modifi-

11
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cations have increased the contract’s
value to over $233 million if renewed
through FY 1993. As of December 31,
1991, more than 800 EBON employees
were working at the various DOJ compo-
nents.

Our audit disclosed that the respon-
sible contracting component did not get
current and applicable information to
arrive at indirect rates, such as fringe
benefits, overhead, and general and ad-
ministrative expenses. Additionally, while
individual components had systems to
track their expenditures under the con-
tract, there was no system to consolidate
contract expenditures at any level in the

DOJ.

0OIG auditors also found that the
Drug  Enforcement  Administration
(DEA), the largest user of EBON employ-
ees, has not accepted the delegation of
authority for Contracting Officers Tech-
nical Representative responsibilities. As a
result, the DEA is not accountable for
contract administration and monitoring.

We also found that while the EBON
contract was not by its terms a personal
services contract, it was improperly used
as one by certain components who as-
signed non-asset forfeiture related duties
to EBON employees, assigned duties out-
side the scope of the contract, became in-
volved in the contractor’s recruiting pro-
cess, and created an employer/employee
relationship between the Government
and EBON employees. Finally, we identi-
fied instances where EBON employees
had access to sensitive investigative and
administrative systems that were not nec-
essary for their work.

: Healthplus of Maryland Claim

The Office of Personnel Manage-
ment requested an audit of health plan
premium payments to Healthplus of
Maryland, based on a claim filed against
the Government by Healthplus. The au-
dit was part of a Government-wide audit
involving 172 payroll offices in 50 Fed-
eral agencies.

The audit found a lack of internal
controls over the Federal Employees
Health Benefits Program within the Jus-
tice Management Division and Tederal
Bureau of Investigation payroll offices.

QOur review also disclosed that en-
rollee data were not entered into the pay-
roll system nor transmitted to the carrier
in a timely manner; report numbers were
not always recorded on the supporting
documentation as required to enable
tracking and reconciliation; premiums
for employees in a nonpay status were not
always paid nor were they notified of
their options and obligations; and
monthly payroll office reconciliations be-
tween the number of enrollees reported
to Healthplus and the number of enroll-
ees listed on the payroll records were not
being performed.

Based on our extended sample, we
determined a net underpayment to

Healthplus of $37,341.

Chief Financial Officers Act
Audits

The Audit Division completed all



five of the FY 1991 [inancial statement
audits required by the Chief Financial
Officers (CFO) Act of 1990 and the
Department’s implementation plan. The
Audit Division issued final Annual Finan-
cial Statement and Management Letter
Reports for the Federal Prison Indus-
tries, Inc., Justice Management Division
Working Capital Fund, and Bureau of
Prisons Commissary Trust Fund. Reports
for the Immigration and Naturalization
Service’s User Fee Accounts and Asset
Forfeiture Program were issued in draft
and are awaiting responses from the
auditees.

The Audit Division completed con-
tracting actions for audits of the FY 1992
financial statements of the same five com-
ponents, with initial work started on sev-
eral of the audits. The Office of Manage-
ment and Budget requested agencies to
accelerate the financial audit time-frames
whenever possible to increase the useful-
ness of the reports, especially in relation
to the budget process. In addition, the
Audit Division initiated background re-
search for other FY 1992 financial state-
ment audits that may be performed dur-
ing FY 1993, depending upon available
funding. The Audit Division continues to
monitor and oversee the work of the in-
dependent public accountants through-
out the audit and reporting process.

During this period the Audit Divi-
sion also continued to assist the Office of
Management and Budget with the review
of financial statements issued by other
Federal agencies.

Trustee Audits

The Audit Division performs finan-
cial audits of trustees under a reimburs-

able agreement with the EOUST.

Financial and compliance audits—
performed of Chapter 12 family farmer
trustees and Chapter 13 standing trust-
ees—evaluate a number of areas, includ-
ing the adequacy of the trustees’ account-
ing systems and related internal controls;
compliance with major statutes that
could have a material effect upon the fi-
nancial information provided to the U.S.
Trustees and the Courts; and the fairness
of the trustees’ financial representations.
In addition, reviews of Chapter 7 panel
trustees provide the U.S. Trustees with an
assessment of the quality of the panel
trustees’ accounting for bankruptcy es-
tate assets, cash management practices,
and other administrative procedures.
During the reporting period, the Audit
Division issued 333 trustee reports.

External Audits

The Single Audit Act of 1984 and
OMB Circulars A-128 and A-133 require
recipients of Federal funds to arrange [or
an audit of their activities. OIG audits
report on financial activities, compliance
with applicable laws and, in many cases,
the adequacy of recipients’ internal con-
trols over Federal expenditures. In addi-
tion, the Audit Division reviews reports
on organizations over which the Depart-
ment is cognizant or which have a pre-
ponderance of Departmental funds to en-
sure they comply with generally accepted

Trustée Audits

[External Audits
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Government auditing standards. In cer-
tain circumstances, the OIG performs
audits of State and local governments,
nonprofit organizations, and Departmen-
tal contracts. During this period, the Au-
dit Division issued 144 external reports
encompassing 574 Department contracts,
grants and other agreements totaling
$171,579,968; we performed nine con-
tract and grant audits totaling
$26,357,439.

During this period, the Audit Divi-
sion issued four Management Memo-
randa. These memoranda are used to
immediately report potentially serious is-
sues that are uncovered while the audit is
still in process. These were sent: (1) to
the Director, Bureau of Prisons, regard-
ing a single audit required of inter-gov-
ernmental agreements; (2) to the Justice
Management Division, on contract sup-
port for the Asset Forfeiture Program; (3)
to the Comptroller, Office of Justice Pro-
grams, on equal employment opportu-
nity; and (4) to the Acting U.S. Trustee,
Southern District of Florida, regarding a
panel trustee’s fees.

OMB Circular A-50, “Audit
Followup,” requires audit reports to be
resolved within 6 months of the audit re-
port issuance date. The status of open
audit reports are continuously moni-

tored to track the audit resolution and
closure process. As of September 30,
1992, the OIG closed 453 audit reports
and was monitoring the resolution pro-
cess of 107 open audit reports. Of this
latter number, one audit report was over
6 months old and in disagreement, as dis-
cussed below.

Information and Systems Networks
Corporation

An audit of the Information and
Systems Networks Corporation (ISN)—
conducted by the Defense Contract Audit
Agency (DCAA)—found that ISN had paid
excessive and unreasonable compensa-
tion to two top executives. DCAA esti-
mated that for the period 1985 through
1990, ISN had charged $2.5 million in
excessive executive compensation to the
government contract. DCAA recom-
mended disapproved costs for the period,
including $105,032 related to two DOJ
contracts with ISN during 1985 and
1986. As of September 30, 1992, this rec-
ommendation is unresolved. The Depart-
ment of Defense Administrative Contract-
ing Officer is the responsible resolution
official.

tices of Irregularity

The Audit Division issued nine No-
tifications of Irregularity and one Investi-
gative Assistance Memorandum during
this period.



Enhanced Revenues
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Number
Enhanced
: Apdﬂ Reporis : of Audit Bovaniis
e ey e

No management decision was made by
beginning of peried o $0
lssued during period 1 $20,000,000
Negdtng management decision during 1 $20,000,000
period
Management decisions made during period:
Amounts management agreed 1 $20,000,000*
to put to better use
No management decision at end of period. 0 S0

*Annual Savings

Funds Recommended to be
Put to Better Use

Nothing to report.
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Audits With-Questioned Costs

Audits Involving
Recommendations for

¢{Management Improvements .
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e e e e
NOhBer o Total Questioned
Audit Reports Audit Costs (including Unsuppoﬁed
: unsupported Costs
RSPOLE costs)
e e e e T
No management decision
was made by beginning of 7 §503,603 §1,703
period
Issued during period 20 §1,606,986 §252,381
Needing management
decision during period 27 52.110,589 9254,084
Management decisions
made during period:
Amounts management
agreed to recover
(disallowed) 14 $§941,313 §12,999
Amounts not sustained
(not allowed) ] 5105,032 0
No management decision
af end of period. 12 $1,064,244 $241,085
e e e e e s S e
Number of |Total Number of
Audit Reports Audit | Mgmt Improvements
j Reports Recommended
e e e s e A oA ]
No management decision was made by 30 119
beginning of period
Issued during period 55 252
Needing management decision during 85 371
period
Management decisions made during
period:
Number management agreed
to implement 56* 272
Number not agreed to implement 0 0
No management decision at end of 35 99
period.,

* The number of reports is higher since management has taken different types of

action on a single report.



Investigations Division

| he Investigations Division

%

: i mvestlgdtes alleged viola-
tions of hnl)ery fraud, abuse, and integ-
rity laws that govern the Department of
Justice and the operations its [inances.
The Division also develops cases for
criminal prosecution and possible civil or
administrative action.

Under the Inspector General Act
Amendments of 1988, the Department’s
Office of Professional Responsibility
(OPR) retained authority over certain in-
vestigations. The Act directed that allega-
tions relating to Department employees
in attorney, criminal investigative and
law enforcement positions be referred to
OPR. The OIG and OPR coordinate
closely on these investigations; OIG re-
sources, investigators, and auditors are
used for many OPR investigations.

The OIG has direct investigative re-
sponsibility over allegations of miscon-
duct against employees in other job cat-
egories and cases of fraud against the De-
partment and its operations.

In some instances, noncriminal alle-
gations are referred to bureaus within the
Department. The OIG requires notifica-
tion of the bureaus’ findings and of any
disciplinary action taken.

Southwest Border Initiative

Investigating allegations of corrup-
tion of Department employees along the
Southwest Border is one of the Inspector
General's priorities. In June of this year,
the Investigations Division held a Border
Corruption Conference at the El Paso In-
telligence Center (EPIC) where we dis-
cussed the recent assignment of addi-

tional OIG special agents to Southwest
Border offices; these agents will work bor-
der corruption cases. New investigative
strategies, agent safety issues and liaison
programs were initiated as a result of the
conference. Representatives from EPIC;
DEA Operations and OPR; INS Border
Patrol and Inspections; DOJ Public Integ-
rity Section; and the United States
Attorney’s Office, Western District of
Texas, conducted the briefings.

Sentencing Update on Previously
Reported Case

M A former INS immigration inspector
was sentenced to 30 years in prison for
bribery and importation of a controlled
substance. The inspector accepted bribes
for allowing 12 to 15 loads of cocaine and
marijuana into the United States. This
was a joint investigation between the OIG,
Operation Alliance and the FBL

Computer Fraud

B The OIG investigated a major illegal
manipulation of the INS Central Index
System, or CIS (CIS is INS' computerized
alien records system and holds over 30
million records). We uncovered a com-
puter fraud scheme involving more than
a thousand illegal aliens. The investiga-
tion, code-named Operation Byte, identi-
fied members of a multi-ethnic organiza-
tion who, through a corrupt INS em-
ployee, devised a scheme in which illegal
aliens, some of whom paid as much as

$40,000 to illegally receive lawful perma-

The
Investigations
Division

Significant
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nent resident status, are in the United
States with legitimate INS documents.
Thus far Operation Byte has identified

six members of this organization.

An INS data transcriber admitted to
fraudulently creating alien registration
files in the INS computerized records sys-
tem in exchange for payment. The tran-
scriber admitted to creating or altering
1,700 alien files, which allowed ineligible
individuals to either enter or remain in
the United States as Resident Aliens. The
transcriber pleaded guilty to bribery and

the new Federal computer fraud statute.

At the hub of the scheme was a Hai-
tian national, who bribed the data tran-
scriber and provided the biographical
data for alien clients; the transcriber then
entered the data into the INS computer
indices. The Haitian—a former Consular
official-is charged with bribery and is
currently a fugitive.

Four intermediaries provided bio-
graphical data of alien clients to the Hai-
tian official. All four intermediaries
pleaded guilty and, along with the tran-
scriber, are awaiting sentencing. The
Department's Public Integrity Section,
Criminal Division, conducted the pros-
ecution.

This case was a first for the OIG in
the computer fraud arena. Because the
INS computer program in question had
no audit trail, an OIG computer special-
ist, working with INS Headquarters and
the Justice Management Division, de-
signed and programed an audit trail
within INS data bases to trace false en-
tries. By using the audit trail and conven-
tional investigative methods, the OIG dis-

covered that the data transcriber was the
principal source of the false CIS records;
the investigation also exposed a network
of corrupt immigration consultants who
used the transcriber.

The expertise in computer fraud
developed by the OIG during Operation
Byte prompted INS to ask the OIG Inves-
tigations Division to join two teams as-
signed to correct security faults in the
INS Central Index System. One of the
committees is designing a permanent au-
dit trail for the System that will spot po-
tential fraud and misuse.

Material Assistance Provided to State and
Local Authorities

OIG investigators usually enforce
Federal criminal laws. With this report,
we are able to feature several investiga-
tive matters where OIG special agents
helped local authorities with prosecu-
tions arising from misconduct by DOJ
employees.

B A US. Border Patrol agent allegedly
shot an unarmed Mexican national and
then attempted to hide the body. Local
authorities arrested the agent, who is
awaiting trial for first degree murder.
The OIG is assisting the Santa Cruz
County, Arizona, Sherilf’s Office, the
lead agency in the State’s murder investi-
gation. A trial date of December 1, 1992,
has been set.

B The Imperial County Sheriff’s Office
arrested a U.S. Border Patrol agent on
charges of rape by force, sodomy, and
lewd and lascivious acts under the Cali-
fornia Penal Code. Bail was set at
$250,000, and the agent was suspended



from the Border Patrol without pay. The
agent was tried and found guilty on three
felonies and was sentenced to 24 years
confinement in state prison, fined
$10,000, and ordered to register as a sex
offender. The OIG assisted the Imperial
County District Attorney’s Office in un-
covering corroborative evidence from a
prior incident and in trial preparation.

B A Connecticut man was arrested for
using interstate commerce facilities in a
murder-for-hire plot. He was free on
bond on cocaine possession charges when
he made arrangements for another nar-
cotics deal and for the murder of two
people.

The OIG joined the case when a DOJ
employee was suspected of being involved
in the drugsmuggling scheme. The OIG
and the U.S. Customs Service assisted the
Connecticut authorities in the investiga-
tion. The man discussed a narcotics
smuggling scheme with a U.S. Customs
Service agent who posed as a drug dealer.

OIG and Customs agents and a Con-
necticut state trooper arrested the man,
who was indicted on use of interstate
commerce [acilities in the commission of
murder-for-hire, engaging in continuing
criminal enterprise, and possession with
intent to distribute (cocaine). Trial is
pending and the investigation continues.

Contract Fraud

M The OIG investigated various irregu-
larities in a janitorial services contract for
the Department of Justice Building in
Washington, D.C. The company was over-
paid more than $4.33.000 for services not

rendered. On September 17, 1992, the
company’s president pleaded guilty to
conspiracy to defraud the Government.

B Four separate investigations of cor-
ruption in an INS district office involving
the sale of INS documents to ineligible
illegal aliens have led to the arrest thus
far of 16 individuals.

The most recent investigative efforts
resulted in the arrest of seven persons. A
total of four INS employees have been
charged in cases involving more than
$94.000 in bribes and more than 100 in-

eligible aliens receiving documents.

m An INS immigration inspector was
arrested for conspiracy to possess a con-
trolled substance (cocaine) with intent to
distribute. His arrest came on the heels
of a previous arrest in which he had been
charged with accepting bribes from two
co-conspirators for allowing undocu-
mented aliens to pass through his inspec-
tion lane. A search of the inspector’s
home produced $10,200, assault rifles,
documents relating to the smuggling
scam, 107 weapons, and a cache of am-
munition. Eight of the guns violate Ied-
eral firearms regulations. Sentencing for
all three is scheduled for November

1992.

While out on bond, the same inspec-
tor approached a U.S. Customs Service
inspector about a drug smuggling
scheme. Posing as a corrupt officer dur-
ing a joint investigation between the OIG,
U.S. Customs Internal Affairs, and Opera-
tion Alliance, the Customs inspector al-
lowed a load of narcotics to pass through
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his inspection lane at a Port of Entry.
Agents arrested the immigration inspec-
tor and seven others and seized 150 kilo-
grams of cocaine valued at between $2 to
$2.5 million, three vehicles, and four
false bottom fuel tanks for trucks. Judi-
cial proceedings are pending.

B A BOP correctional officer accepted
bribes to smuggle contraband into a Met-
ropolitan Correctional Center. During an
undercover operation, the correctional
officer agreed to accept $1.000 to
smuggle cocaine into the facility. The of-
ficer was arrested and provided informa-
tion that led to additional criminal
charges against two civilians and a prison
inmate.

MW An INS immigration inspector re-
ported a bribe offer from a foreign na-
tional. The inspector, who agreed to pose
as a corrupt official, met with the na-
tional and accepted a down payment of
$1,000 for INS Border Crossing Cards to
allow passage of a vehicle thru the inter-
national Port of Entry. OIG agents ar-
rested the foreign national, who was in-
dicted for bribery. Trial is pending.

M OIG agents arrested an INS examiner
and two civilian middlemen involved in a
bribery scheme. The examiner—a former
deputy chiel legalization officer—pro-
cessed ineligible Philippine applicants
for amnesty benefits, then had subordi-
nate employees produce and issue the
amnesty cards. The examiner and the two
co-conspirators were indicted then freed
on bail. The examiner and one middle-
man pleaded guilty to conspiracy to com-
mit bribery; the other middleman is a fu-
gitive.

M A former deputy U.S. Marshal was
convicted and sentenced to 18 months
imprisonment and three years probation
for accepting gratuities. The deputy had
solicited and received more than $4,000
from the owner of a private guard com-
pany after threatening the owner with the
loss of a U.S. Marshals Service contract.

e Embezzlement ;

B The United States Marshals Service,
National Asset Seizure Forfeiture Branch
(NASF), reported that a towing company
owed them $51,100 [rom the sale of Gov-
ernment seized vehicles. The company
had sold the vehicles at auction [or the
USMS. The investigation revealed that
the towing company owed $171,000 in
back wages to its employees and that the
company’s CEO had embezzled the
money owed to the USMS to pay wages
owed to 11 of the company’s employees.
The CEO was indicted for embezzlement
ol Government funds, arrested and re-
leased on $50,000 Personal Recogni-
zance Bond. Trial is pending.

B Two INS clerical employees who
fraudulently collected overtime monies
and duplicate payroll checks were ar-
rested for embezzlement. The clericals
embezzled approximately $25,500 before
a routine INS audit of overtime hours
discovered the scam. Both employees
pleaded guilty to theft of Government
[unds and were ordered to make restitu-
tion in lieu of incarceration.

M INS district offices regularly receive
monies from individuals as fees paid or
monies posted as immigration bonds. A
routine INS audit of bond receivables
uncovered a possible embezzlement. OIG



