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Special Tributes

on our work.

The Office of the Inspector General depends upon fm
assistance of other Department of Justice employees for its
successes. We would like to take this opportunity to honor
two Departmental employees who have had aspecialimpact

John Britton

Special Agent John
Britton, Immigration and Naturaliza-
tion Service, Miami Border Patrol
Sector  Anti-Smuggling  Unit,
promptedthe Office ofthe Inspector
Generadl fo initiate the most suc-
cessful computer fraud investiga-
fioninthe QIG.

During the course of his
duties, Britton noficed apattem of -
regularities conceming dlien filesin
the Miamilmmigration and Natural-
ization Service District Office, and
he quickly informed the OIG that
INS alien files may have been tam-
pered with. His suspicionsled o an

OIG investigation code-named
Operation Byte.

Operation Byte identi-
fied a multi-ethnic organization
that, through a corrupt INS em-
ployee, illegally manipulated INS’
computerized alien records sys-
tem and created over 1,700 false
records. The scheme dllowedille-
galdliensto obtain “Green Cards”
for as much as $40,000.

With the cooperation of
the Miami Sector Chief, Britton ass-
sisted the OIG in the investigation;
as a result of Operation Byte, six

B. Janice Ellington

Assistant United States
Aftomey B. Janice Elington, South-
emn District of Texas and assigned
tothe Corpus Chiristi office, served
asthe prosecutor for ajoint CIG and
Drug Enforcement Administration
investigation.

A Bureau of Prisons
cook was arrested foraccepting a
bribe and drugs from undercover
agents. The cook planned to
smuggle heroin and methamphet-
amine fo two inmates, who would
distribute the narcoticsin the Fed-
eral prison. These inmates, who

were serving sentences on narcot-
ics charges, were members of the
Mexican Mafia,

The cook pleaded guitty
andwassentencedto 10monthsin
prison. The co-conspirators
pleaded guilty to conspiracy and
possession with intent to distribute.
Sentencing was scheduled for April
1993. Undersentencing guidelines,
one of the co-conspirators faces a
20yearsentence,

Ms. Ellington used unerr-
ing judgment to manage threats

individuals, including an attomey,
have been charged with bribery.
Britton is an outstanding law en-
forcement officer, dedicated to
maintaining the public frustand the
integrity of the Department of Jus-
fice and of the Immigration and
Naturalization Service.

made against those involvedin
the case. Her successful prosecu-
tion of the case is a tribute to her
dedicationto duty andhercommit-
mentto lkaw enforcement.




This report, which summarizes the Office of
the Inspector General (OIG) activities for the
6-month period ending March 31, 1993, is
our eighth Semiannual Report to Congress.

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
Inspector General
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Overview

Mission

he Office of the Inspector
General provides leader-
ship and assists management to promote
economy, efficiency, and effectiveness
within the Department of Justice (DOJ).
The OIG enforces federal bribery, fraud,
waste, abuse and integrity laws and regu-
lations within the Department and iden-
tifies for prosecution those individuals or
organizations involved in financial, con-
tractual, or criminal misconduct in DOJ
programs and operations.

Organization

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, Phila-
delphia, San Francisco, and Northeast
and Washington Regional offices located
in Washington, D.C.

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

The Inspections Division and the
Management and Planning Division are
headquartered in Washington, D.C.

Staffing and Budget

The OIG’s FY 1993 appropriation
provides 344 permanent positions, 348
workyears, five other than full-time per-
manent positions, and $30,622.000; re-
imbursable amounts total $7,520,000

and provide an additional 83 workyears.
The FY 1994 President’s budget request
totals $30,898,000, 335 permanent posi-
tions, 339 workyears, and five other than
full-time permanent positions. The FY
1994 request reflects the Admin-
istration’s efforts to meet targeted
workyear and resource levels. Reimburs-
able agreements are expected to continue
in FY 1994, providing an additional
$7,549,000 and 81 workyears.

Personnel

The OIG’s 1993 personnel ceiling
by function is as follows: Immediate Of-
fice, 16; Audit, 172; Investigations, 167;
Inspections, 48; Management and Plan-
ning, 33; total personnel, 4.36.

OIG Initiatives

During the past 6 months, the OIG
l)egan several initiatives that warrant spe-
cial discussion.

National Performance Review

The OIG is actively supporting the
Administration’s new initiative to im-
prove the effectiveness and efficiency of
Government programs. In response to a
request from Vice President Gore’s Of-
fice, the OIG compiled information from
previous OIG studies that could poten-
tially contribute to the Administration’s
initiative on cost savings, on improve-
ments in service delivery, and on im-
provements in the efficiency and elfec-
tiveness of Government.

The OIG is also participating in the
Administration’s efforts to include the
general public in reporting problems and
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providing solutions through the use of
the OIG “hotline.”
Administration’s promotion of “hotline”
numbers, the OIG averaged approxi-
mately 160 calls per month. Subsequent
to the public announcement, our
“hotline” handled 1,590 calls in March
1993.

Additionally, the Inspections Divi-
sion has the distinction of having three of
its managers assigned to the Vice
President’s National Performance Re-
view Task Force.

Prior to the

Performance Measurement System

In a continuing effort to examine
the effectiveness of our programs, the IG
has initiated the development of a Perfor-
mance Measurement System. This orga-
nization-wide effort began with a re-ex-
amination of the existing mission state-
ment and organizational goals of the
OIG. During the second phase of the
project, two of the OIG’s four divisions
were examined to determine their effec-
tiveness in accomplishing these goals.
This work led to the development of divi-
sion objectives and performance mea-
sures. A similar effort will be undertaken
in the remaining two divisions this calen-
dar year.

Civil Rights

In response to increased allegations
of civil rights violations involving the
Border Patrol in El Paso, Texas, the OIG
developed a 90-day initiative that will
provide a more immediate response to
such allegations, will increase integrity
awareness training for more than 600
INS Border Patrol agents and employees

through the Department's Community
Relations Service, and will expedite the
complaint process.

Integrity Awareness and Integrity
Enhancement

The OIG has several ongoing initia-
tives involving integrity awareness
throughout the Department, including
an integrity enhancement initiative for
the INS' data management system.

B Toeducate DOJ employees on ethics
and the consequences of misconduct,
and on the preservation of the public
trust, OIG agents throughout the country
gave 53 Integrity Awareness briefings to
Department employees and others; a to-
tal of 1,701 individuals attended the ses-
sions. As a result of one of the sessions,
INS supervisors placed OIG Hotline post-
ers throughout John I. Kennedy Interna-
tional Airport in New York. The supervi-
sors also distributed bribery awareness

cards to all 350 INS staff at the airport.

B  The OIG participated on two INS
committees designed to enhance the se-
curity of INS information management
and the tracking of actions in its central
data management system. One commit-
tee worked on enhancing internal con-
trols for safeguarding the A-Files process.
(A-Files contain data and documentation
pertaining to an alien).

The other committee developed the
Transaction Record Keeping System
(TRKS) for the Central Index System—a
computerized alien records system
within INS that holds over 30 million
records. The TRKS provides audit trail



capability, file transfer security, assign-
ment of A-number ranges, error reports,
and security violation reports.

These initiatives will improve the
ability of the INS and the OIG to detect
and prevent fraudulent activity involving
the Central Index System. By being in-
volved with INS at the start of a process
and designing solutions to problems en-
countered, the OIG hopes to reduce the
opportunity for corruption and the need
for costly investigations.

Inspections Division Changes

The Inspections Division reorga-
nized to enable the five Chief Inspectors
to report directly to the Deputy Assistant
Inspector General for Inspections and al-
low the Chief Inspectors to devote the
vast majority of their time and effort to
providing supervision to their staffs dur-
ing the critical stages of the inspection
process.

The Division also strengthened its
internal review process by establishing
an Office for Quality Assurance. The Of-
fice is responsible for monitoring the
progress of all phases of an inspection
through resolution and closure of an in-
spection report.

As another means to improve effi-
ciency and effectiveness, a unit was estab-
lished in the Inspections Division to
handle non-criminal complaints about
management practices or other matters
concerning waste or abuse. The com-
plaints reviewed are situations that do
not fit well into the presently defined
roles of Investigations, Inspections, or
Audit, but are precise enough and seri-

ous enough that an appropriate review
and response to the complainant is
needed.

__ President's Council on
 Integrity and Efficiency

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 Inspection Roundtable
and attended the High Level Administra-
tive Investigations Management PCIE
Forum. In addition, the OIG responded
to 21 auditrelated inquiries, a request
for information on the PCIE study on the
Federal Government’s use of contracted
advisory and assistance services, and en-
dorsed the PCIE Proposed Quality Stan-
dards for Inspections, which will be
implemented throughout the OIG-In-
spection/Evaluation community.

The Management and Planning Di-
vision hosted a PCIE Symposium on Per-
formance Measurement in Government.
Approximately 100 people from 42 IG
offices attended the event. Speakers in-
cluded representatives from the Office of
Management and Budget, the General
Accounting Office, and the Senate Gov-
ernmental Affairs Committee. In addi-
tion, we described our work in develop-
ing OIG performance measures for those
interested in beginning such a project.

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 inde-
pendently reviews proposed legislation
regarding 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 reviewed and submitted comments

on the Crime Control Act of 1993.

The Department and OMB identi-
fied specific DOJ activities that have a

“high risk” for fraud, waste, and abuse.
The Department has 10 areas on the
High Risk Area list published by OMB.
Audits and inspections in these areas pro-
vide 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 11 final
audit reports and one inspection report
that involved the following high risk ar-
eas: asset seizure and forfeiture, INS fee
accounts, monitoring of private trustees,
ADP security, and detention facilities.

Type of Audit or Inspection

INS

Controls Over Established User Fee Accounts in the INS (Audit)
Data Base Access Controls at the INS (Audit)
INS Fee Accounts Annual Financial Statement FY 1991 (Audit)

INS Fee Accounts Mgmt Letter Report FY 1991 (Audit)

Asset Seizure and Forfeiture

Asset Forfeiture Program Annual Financial Statement FY 1991 (Audit)
Asset Forfeiture Program Management Letter Report FY 1991 (Audit)
Contract Services for the Mgmt of Seized Assets (Audit)

Equitable Sharing of Forfeited Property and Cash (Audit)

Use of Equitable Sharing Funds by the Little Compton Police Department,
Rhode Island (Audit)

Monitoring Private Trustees | Summary of Trustee Reports and Findings Issued During FY 1992 (Audit)

ADP Security Data Base Access Controls at the INS (Audit)

Shortage of Detentionand | Detention Facilities in the INS (Inspection)

8 Handling Facilities




Audit Division

he Audit Division is re-
. === sponsible for conducting
independent reviews of Department of
Justice organizations, programs, func-
tions, automated data processing sys-
tems, and overseeing financial statement
audits. 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
by developing and executing an approved
workplan that complies with the require-
ments of the Office of Management and
Budget (OMB) Circular A-73, Revised,
“Audit of Federal Operations and Pro-
grams.” Audits are selected based on an
audit universe, which is structured to
identify the functions and programs
within the Department. The audit uni-
verse is used to track the degree ol audit
coverage in each area, considering prior
audit coverage and current management
and audit priorities. By adhering to the
requirements of OMB Circular A-73 and
the audit workplan, the Audit Division
makes maximum use of resources while
providing broad audit coverage of the
Department.

Audits are performed in three gen-
eral categories: Internal, Trustee, and
External. 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 of 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.
The Audit Division also performs audits
of grants and contracts. In addition, the
Audit Division assists the Investigations
Division in complex fraud cases.

Controls Over Established User Fee Ac-

counts in the Immigration and
Naturalization Service

Congress allows the INS to charge
user fees for inspection and pre-inspec-
tion services, for processing various types
of petitions and applications related to
adjudication, legalization and naturaliza-
tion, and for land border inspections in
certain areas. An audit of controls over
established user fee accounts found that
INS* accounting system did not provide
usable cost data applicable to the user fee
program. Moreover, INS program man-
agers had not identified all the direct and
indirect program costs that should have
been reimbursed from the revenues gen-
erated by the existing user fees. Conse-
quently, the fees were not self sustaining.
We estimate that in 'Y 1991, INS should
have collected at least $114.8 million

' The Audit
Division

Sig__nificant
 Audits

In FY 1991, INS should

have collected at least $114.8 million more in user fee-

related program costs.
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more in user fee-related program costs.
This represents a significant loss of rev-
enue, and if INS does not adjust the exist-
ing fees, we estimate the loss of approxi-
mately $114.8 million annually hereafter.
Since valid direct and indirect program
costs went unidentified, appropriated
funds essentially subsidized user fee-re-
lated program costs that should have
been reimbursed from user fee revenues.

Contract Services for the Management of
Seized Assels

Prior audits of contract services for

the management of seized assets in the
United States Marshals Service (USMS)
had identified serious weaknesses in
USMS' ability to administer contracts.
Our most recent audit found that, despite
corrective actions, the quality of contract
administration for managing seized assets
needs improvement.

The USMS maintains, protects, and
disposes of property seized under the As-
set Forfeiture Program. To carry out
these responsibilities, staff in the USMS
Procurement Division and 94 USMS Dis-
trict Offices obtain services from private
contractors. During
the period October
1, 1990, through
December 31,
1991, 76 contracts
were in effect for
managing seized assets with obligations
totaling about $40.7 million since the in-
ception of the contracts.

Our most recent audit found that
mismanagement of contracts resulted in
almost $2.8 million in excessive costs and
lost revenues in the six USMS districts

surveyed. We noted that the USMS con-
tinues to do the following:

* Improperly pays settlement charg-
es when selling real property.

* Improperly makes small purchas-
es. The USMS makes purchases
without authority, exceeding the
small purchase limit, and uses
small purchases for services for
which a contract exists.

* Improperly monitors and reports
obligations and expenditures.

We also identified additional weak-
nesses in the awarding and managing of
real property contracts, in paying con-
tractors according to the Federal Acquisi-
tion Regulation and the Prompt Payment
Act, in monitoring contractors’ perfor-
mance, and in certifying bills for
interagency agreements. If similar weak-
nesses are prevalent in the other USMS
districts, excessive costs and lost revenues
could total approximately $6.4 million.

Bureau of Prisons” Cash Management

An audit of cash management
in the Bureau of Prisons (BOP) revealed
that BOP accounting and administrative
controls did not ensure that third-party
draft payments and payments to con-
struction contractors were properly pro-
tected from waste, fraud, or abuse. More-
over, BOP did not comply with Treasury
and Department of Justice guidelines for
administering the third-party draft sys-
tem. As a result, we estimate that from
January 1990 to December 1991, the
BOP improperly used third-party drafts
totaling $7.7 million.

We also noted that BOP did not



comply with certain requirements of the
Federal Acquisition Regulation and did
not have sufficient internal procedures
to document inspections of construction
progress. BOP did not use procedures to
review contractors’ requests'for payment
or ensure that BOP contractors cor-
rected substandard work before pay-
ment. As a result, the BOP awarded a
construction contract approximately
$587,000 in excess of a Contracting
Officer’s authority; paid contractors be-
fore contract modifications were prop-
erly executed; paid for architectural and
engineering services not received; im-
properly made approximately $400,000
in advance payments to a contractor;
and did not have assurances that con-
tractors corrected substandard work be-
fore payment.

Data Base Access Controls at the Immigra-

tion and Naturalization Service

To carry out its mission of en-
forcing immigration laws, the INS relies
on computers to collect, process, store,
and transmit a variety of sensitive data.
Our audit of Data Base Access Controls
at INS disclosed vulnerabilities in cer-
tain computer security control areas.
The audit noted that INS’ data are vul-
nerable to either accidental or inten-
tional destruction, modification, disclo-
sure and unauthorized use. During the
course of the audit, INS began imple-
menting security measures that should
provide a greater degree of control over
the vulnerable areas. The initial distribu-
tion of the audit report will be limited
due to the potential sensitivity of the
items discussed in the report.

Equitable Sharing of Forfeited

Property and Cash

The Equitable Sharing Program has
two goals: to enhance cooperation among
Federal, State, and local law enforcement
agencies, and to produce revenues to en-
hance forfeitures and strengthen law en-
forcement. State and local law enforce-
ment agencies may receive equitable
sharing funds if they participate in a
joint Federal investigation where assets
are seized or forfeited, or if they seize
assets on their own and request “adop-
tion” of the seizure by a Federal investi-
gative agency. Adoptive seizures allow
State and local law enforcement agencies
to receive a share of the seized assets that
would be unavailable to them through
State forfeiture proceedings.

An audit of the Equitable Sharing
of Forfeited Property and Cash found
that the State and local law enforcement
agencies surveyed did not place approxi-
mately $746,000 in earned interest from
equitably shared income back into equi-
table sharing accounts. Due to our audit
work, one agency returned $703,050 in
estimated earned interest to their equi-
table sharing ac-
count. We also
noted that the sur-
veyed agencies vio-
lated  program
guidelines by
spending nearly
$45,000 of shared funds for non-law en-
forcement purposes. Moreover, Depart-
ment staff incorrectly adjusted sharing
amounts by miscalculating deductions of
more than $160,000 of Federal costs and
by not recovering $30,700 in Federal
shares that were misdirected to State or

11



_S._'i_'g_nifican_t_ -5 .

 Audits

12

local law enforcement agencies. The De-
partment inadequately tracked requests
for equitable sharing funds and the deci-
sions related thereto; in addition, the
United States Marshals Service did not
disburse equitable sharing funds on
time.

Federal investigative agencies must
notify the public of seized assets subject
to forfeiture so that persons may file
claims for the assets. We found that each
agency used a different method for plac-
ing these advertisements, and we esti-
mate the Department could save approxi-
mately $627,000 in FY 1994 and a com-
parable amount annually thereafter by
obtaining a Department-wide contract
for legal advertising.

Use of Equitable Sharing Funds by the
Little Compton, Rhode Island Police
Department

At the request of the Executive
Office for Asset Forfeiture, we performed
an audit of the $1.8 million in equitable
sharing funds and property received by
the Little Compton, Rhode Island Police
Department (LCPD). Local police depart-
ments may request equitable sharing
funds from the Department of Justice
when the local police department partici-
pates in a combined investigation with
the Federal Government in which assets
are seized or forfeited, or by seizing
property on their own and requesting
“adoption” of the seizure by a Federal
investigative agency.

The Attorney General’s Guidelines
on Seized and Forfeited Property require
that funds and property transferred to
local police departments under the Equi-
table Sharing Program be used for law

enforcement purposes. We found that 73
percent of the $168,665 in equitable
sharing funds reviewed were either not
used for law enforcement purposes, or
the LCPD inadequately documented
that use. We also found that the LCPD
lacked sufficient internal controls to en-
sure that equitably shared funds and
property are adequately safeguarded
against waste, loss, misuse, or misappro-
priation. I'or example, cash-related du-
ties were not adequately separated, and
bank reconciliations were not always
documented. The reconciliations that
were documented did not always include
outstanding invested funds. Addition-
ally, the LCPD’s disbursement records
were inaccurate and did not reconcile
with the records kept by the Town Trea-
surer.

INS Fee Accounts Annual Financial
Statement FY 1991

The Audit Division contracted with
an independent public accounting firm
to perform an audit of the financial
statements of the INS Fee Accounts for
the year ending September 30, 1991.
The Department's plan to comply with
the Chief Financial Officers Act of 1990
required this first [inancial statement
audit of the fee accounts.

The auditors reported that they
could not express an opinion because of
the status of the INS Fee Accounts’ ac-
counting records, which made it impos-
sible for them to perform the necessary
audit procedures. Therefore, the audi-
tors disclaimed an opinion on the princi-
pal statements, the notes to the principal
statements, and the combining schedules
of the fee accounts. The auditors also



reported seven material internal control
weaknesses, including that the manage-
ment of the fee accounts was unable to
provide critical accounting information
supporting various general ledger and
principal statement balances. They also
found problems with reconciliation and
review procedures for all accounts, timely
recording of accrued liabilities, complete-
ness of revenue, expense allocations, and
recording and collection of accounts re-
ceivables.

The auditors also reported that the
management of the fee accounts was not
in compliance with either the Budget and
Accounting Procedures Act of 1950 or
Title 2 of the General Accounting Office’s
Policy and Procedures Manual for Guid-
ance of Federal Agencies. They also could
not determine if INS was in compliance
with the Anti-Deficiency Act.

Energy Management and Conservation

Program

We performed an audit survey of
the Department’s Energy Management
and Conservation Program, which we
conducted as part of a President’s Coun-
cil on Integrity and Efficiency Govern-
ment-wide review. An energy conserva-
tion program was established in the DOJ
in 1974. The policies, procedures, and
plan generally comply with the applica-
tion of the laws and regulations. The DOJ
plan includes the prescribed elements for
meeting the Federally mandated energy
reduction goals. However, we noted weak-
nesses in the areas of internal controls, re-
porting, plan distribution, and policies
and procedures.

Procurement Activities in the Immigration

and Naturalization Service

An audit of the INS' procurement
activities revealed that INS failed to fully
comply with various Federal regulations,
as well as with Departmental and INS
advanced procurement planning require-
ments.

INS officials did not fully and effec-
tively fulfill their obligations and assume
their functional and supervisory responsi-
bilities over procurement; did not place
sufficient emphasis on applicable Federal
regulations and Department policy and
requirements governing procurement ac-
tions; did not establish and implement
internal operating policy and procedures
for developing the annual advance pro-
curement plan (APP); did not monitor
the APP’s implementation; and did not
establish adequate internal controls and
procedures necessary for the oversight of
the procurement process and provide rea-
sonable assurance of complete and accu-
rate contract data reporting.

The review of contracts and small
purchases disclosed that INS processed
contracts in an untimely manner and
used small pur-
chases when it

would have been The Depa ment an; ,,INS management

more appropriate
to consolidate
needs and award a
contract to meet those needs. We also
found that the procurement data INS
compiled and submitted to the Depart-
ment contained a significant number of
errors and was not always provided on
time. Consequently, the Department and
INS management did not have accurate

13



knowledge of procurement activity at the agreement with the Executive Office for
INS. United States Trustees (EOUST). During

the reporting period, 122 trustee reports

_ Chief Financial
- ot were issued.

 Officers

INS’ procurement policy and proce-
. dure manual was last revised in 1980,

with some of the procedures dating back
to 1959. The lack of current policy could
preclude procurement personnel from
receiving the current procurement poli-
cies needed to do their job properly.

Chlef Financial Officers Act Audits

The Audit Division is in its second
year of overseeing audits performed un-
der the requirements of the Chiel Finan-
cial Officers (CIO) Act of 1990. CFO au-
dits at the Department are performed by
independent public accountants with
oversight by Audit Division personnel.
All of the FY 1991 Annual Financial
Statement and Management Letter audit
reports have been issued in final and are
now either in the report follow-up pro-
cess or closed.

The CFO audits of FY 1992 activi-
ties were started earlier this year at the
request of the Office of Management and
Budget. Audits ongoing are the Federal
Prison Industries, Bureau of Prisons
Commissary Trust Fund, Asset Forfei-
ture Program, Working Capital Fund,
Immigration and Naturalization Service
Fee Accounts, and Community Relations
Service.

 Trustee Audits

The Audit Division has contributed
significantly to the integrity of the bank-
ruptey system by performing financial
audits of trustees under a reimbursable

Financial and compliance audits
are performed of Chapter 12 family
farmer trustees to evaluate the adequacy
of the trustees” accounting systems and
related internal controls, compliance
with major statutes that could have a
material effect upon the financial infor-
mation provided to the U.S. Trustees and
the Courts, and the fairness of the trust-
ees’ financial representations. In addi-
tion, audits are performed of Chapter 7
panel trustees to provide the U.S. Trust-
ees with an assessment of the quality of
the panel trustees’ accounting for bank-
rupicy estate assets, cash management
practices, and other administrative pro-
cedures.

. Ext'e':mal Au'gzi__'i't_s

The Single Audit Act of 1984 and
OMB Circulars A-128 and A-133 require
recipients of Federal funds to arrange for
an audit of their activities. During this
period, we reviewed and transmitted
141 reports encompassing 754 Depart-
ment contracts, grants and other agree-
ments totaling $370,223,785. These au-
dits report on financial activities, compli-
ance with applicable laws and, in many
cases, the adequacy of recipients’ inter-
nal controls over Federal expenditures.
Reports on organizations over which the
Department is cognizant or which have a
preponderance of Departmental funds
are reviewed to ensure they comply with
generally accepted government auditing
standards. In certain circumstances, the
OIG performs audits of State and local



governments, nonprofit organizations,
and Departmental contracts.

Management Information
Memorandum

During this period, the Audit Divi-
sion issued one Management Informa-
tion Memorandum to the Commissioner,
Immigration and Naturalization Service,
regarding alien transportation expendi-
tures.

Audit Follow-up Activities :

OMB Circular A-50, “Audit Follow-
up,” requires audit reports to be re-
solved 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 March 31, 1993,
the OIG closed 284 audit reports and
was monitoring the resolution process of
102 open audit reports. Of this latter
number, one audit report was over 0
months old and in disagreement as dis-
cussed below.

Audit in Disdgreement _

Information and Systems Networks
Corporation

The audit of the Information and
Systems Networks Corporation (ISN)
conducted by the Defense Contract Au-
dit Agency found that ISN had paid ex-
cessive and unreasonable compensation
to two top executives. The audit remains
unresolved and was reported as such in
our September 1992 Semiannual Report
to the Congress. The audit report is sub-
ject to the Department of Defense (DOD)

resolution process. The DOD is consider-
ing litigation to recover funds from the
contractor. The DOD will advise all Fed-
eral entities involved as soon as a deter-
mination is made on whether to litigate.
At that time, DOJ officials can take ap-
propriate action to resolve the report.

Management
Information
Memorandum

Audit Follow-up
~ Activities

Audit in
Disagreement
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Audits With Questioned Costs
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: , Number of Total Questioned i
Audit Reports Audit | Costs (including Unsggsptt)sngd ‘
o R Aay Reports | - unsupported costs) i

No management decision was
made by beginning of period 12 $1,064,244 $241,085
Issued during period 10 $791,570 $37,089
Needing management decision 99 $1.855,814 $278.174
during period e !
Management decisions made
during period;
Amounts management .
agreed to recover (disallowed) 16 $1.223,887 $241,085
Amounts not sustained 0 0 0
(not allowed)
No management decision at end
of period, 7 $631,927 $37,089

*

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

action on a single report.




Audits Involving
Recommendations for

Management Improvements

L R . : Total Number of Mgmt
s Audit Reports - : :::R:’;Lozm Improvements
T _ wdn Hep Recommended
No management decision was made by beginning 35 99
of period
Issued during period 48 265
Needing management decision during period 83 364
Management decisions made during period:
Number management agreed
to implement

63* 264
Number not agreed to implement

0 0

No management decision at end of period. 26 100

* The number of reports is higher since management has taken different types of
action on a single report.

17
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. Enhanced Revenues

No management decision was made by beginning of period 0 0
Issued during period 1 $114,875,000*
Needing management decision during period 1 $114,875,000
Management decisions made during period:
Amounts management agreed to put to better use 0 0
No management decision at end of period. 1 $114,875,000
*  Annual Savings
Funds Recommended to be
X Put to Better Use
L E UL L Funds - .
~ Audit Reports Ar(:ll'tnlli):r :rfls "Recommended to
I IR Lo | RUARTEPONS | be pytto Better Use.
No management decision was made by beginning of period 0 0
Issued during period 4 $3,561,176
Needing management decision during period 4 $3,561,176
Management decisions made during period:
Amounts management agreed to put to better use 0 0
No management decision at end of period. 4 $3,561,176




Investigations Division

he Investigations Division

= investigates alleged viola-
tions of bribery, fraud, abuse, and integ-
rity laws that govern the Department of

Justice and the operations it finances.
The Division also develops cases for
criminal prosecution and possible civil
or administrative action.

In some instances, the OIG refers
allegations to bureaus within the Depart-
ment. The OIG requests notification of
the bureaus’ findings and of any disci-
plinary action taken.

Updates on Previously
Reported Cases

B A total of 22 individuals—including
seven INS employees—have now been ar-
rested in four separate investigations of
corruption in one INS district office. The
most recent arrests resulted from these
investigations. The cases involved the
sale of INS documents to ineligible un-
documented aliens. Statements made by
INS employee defendants indicate virtu-
ally all INS legalization applications pro-
cessed in the sub-office within a 24-
month period were fraudulent.

Sentencing for four employees,
who either pleaded guilty or were found
guilty, ranged from 30 days to 21
months in jail, in addition to 2 years pro-
bation. Judicial action is pending on the
other two employees.

B The OIG presented checks totaling
$615,285.85 to the Internal Revenue
Service. The presentation marked the
end of a case in which an immigration

attorney and her husband attempted to
bribe an INS employee. The money,
which represents cash seized and bribes
paid in this case, was turned over to the
IRS for federal taxes and penalties. The
Bar Association to which the convicted
lawyer belongs found that her conduct
constituted moral turpitude and recom-
mended to the court that she be dis-
barred based on her guilty plea.

Significant Investigations

Embezzlement and Fraud

B An operating accountant in an INS
regional office created fraudulent pay-
ment documents authorizing the issu-
ance of U.S. Treasury checks to compa-
nies for false purchase orders. Three co-
conspirators received almost $100,000 of
Government funds for services that were
never rendered. The co-conspirators kept
approximately 50 percent of the funds
and kicked back the balance to the em-
ployee through various bank accounts.
All four defendants were arrested on
charges of con-
spiracy and em-
bezzlement. The
accountant and
two of the co-con-

spirators  plead-
ed guilty. The re-
maining con-

spirator is awaiting trial.

B An INS clerk is making restitution
for embezzling approximately $18,000 in

. The
Investigations
Division

~ Significant
Investigations

Four individuals were arrested
ina $1 00,000 Government contract

kickback scheme.
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travel advances and using a Government
travel request to purchase an airline
ticket for her husband’s personal use. She
is facing adverse administrative action.

B A BOP employee reported that, dur-
ing the 5-month absence of a BOP site
manager, an assistant manager for
UNICOR used his position to fraudu-
lently obtain unearned overtime pay.
Other employees and inmates working for
UNICOR verified the facts. The assistant
manager admitted to fraudulently claim-
ing overtime at least 22 times. He pleaded
guilty to embezzling Government funds,
and the BOP terminated his employment.

B Among OIG investigations were two
cases involving civilian document ven-
dors. One vendor was posing as an INS le-
galization officer and selling counterfeit
documents for $3,000. OIG agents seized
33 counterfeit INS documents, destined
for clients in the Philippines. Trial is
scheduled for April 1993. In the second
case, a civilian document vendor who was
selling INS entry documents pleaded
guilty to fraud and misuse of visas, per-
mits, and other documents. Sentence is
pending.

B The INS terminated the employment
of a supervisory immigration examiner
after an investigation revealed that the
examiner extorted money from subordi-
nate employees, converted Government
imprest funds to her own use, and filed
duplicate vouchers for personal reim-
bursement.

Negal Drugs

B A 2year OIG and U.S. Customs Ser-

vice investigation led to the arrest and
conviction of known drug traffickers who
attempted to bribe an INS Border Patrol
agent. The traffickers wanted informa-
tion on Border Patrol activities so they
could smuggle loads of marijuana into
the United States. The Border Patrol
agent assisted with the investigation and
met with the traffickers. One of the traf-
fickers is the son of a wellknown drug
lord who operated one of the most power-
ful smuggling organizations in Chihua-
hua, Mexico, until his death in 1989; the
son took over the organization. The OIG
and U.S. Customs Service joined forces
with FBI OCDETF, who was also investi-
gating the son. Two of the conspirators
were arrested and convicted. The son re-
ceived a sentence of 30 years and was
fined $100,000. The other received a sen-
tence of 19% years and was fined
$25,000. Three additional conspirators
are fugitives and are believed to be in
Mexico. As a result of the investigation,
the U.S. Customs Service seized an esti-
mated $2 million in property, aircraft,
vehicles, and cash.

B An INS Border Patrol officer re-
ported a bribe offer from narcotics traf-
fickers to allow narcotic consignments
past an INS checkpoint. This OIG and
DEA investigation led to the seizure of
435 pounds of marijuana and two ve-
hicles, and the arrest of two individuals.
One of the individuals was convicted of
bribery, and both were convicted for con-
spiracy and possession with intent to dis-
tribute narcotics.

B A BOP cook foreman was indicted
for conspiracy and for smuggling narcot-
ics into a Federal prison. The cook admit-



ted to taking heroin, cocaine, and mari-
juana into the penitentiary. Prosecution
is pending.

B OIG and FBI agents investigated a
case involving two female BOP correc-
tional officers at a Federal Correctional
Institution accused of smuggling drugs
into the prison and of having sexual rela-
tions with inmates. One guard, indicted
on charges of smuggling contraband into
a Federal institution and distribution of
a controlled substance, resigned from
BOP and entered the Pre-Trial Diversion
Program. The other guard resigned from
BOP and was later arrested by local au-
thorities for possession of 16 pounds of
pure marijuana.

B A BOP correctional officer, arrested
by OIG and Operation Alliance agents on
a narcotics possession charge, was re-
leased on his own recognizance. The offi-
cer was arrested again on charges of alien
smuggling and possession of fraudulent
documents when he tried smuggling a
Mexican alien into the United States. He
was sentenced to 2 years unsupervised
probation. Judicial proceedings on the
State narcotic violation are pending. The
correctional officer was imprisoned for
violating the conditions of his release
from his second arrest.

Bribery

B BOP contracts with various agencies
in cities nationwide to house prisoners in
structured, residential facilities. A parole
officer alleged that managers of a Salva-
tion Army Halfway House were taking
bribes to allow Federal inmates to leave
the facility on unauthorized furloughs.

An undercover OIG agent posed as an in-
mate and obtained information corrobo-
rating the allegations. A search of the
halfway house revealed that reports to
BOP concealed the identity of one man-
ager, who had served several years in
prison for armed robbery and had re-
cently been arrested for homicide. Two
managers were arrested and the facility
was closed. The halfway house operated
over 2 years and was receiving approxi-
mately $30,000 per month from the
BOP.

B  An INS supervisory immigration ex-
aminer and an INS applications clerk
were convicted for fraudulently granting
U.S. citizenship to more than 100 aliens.
A Miami attorney, who was also involved
in the scheme, was convicted for bribery,
mail fraud, and other charges. The attor-
ney recruited cli- .

ents (the aliens)
and falsified their
INS applications. it
The examiner and  applications.
the clerk processed

and approved the
fraudulent  peti-
tions. The exam- =
iner received a 4-
year sentence; the applications clerk re-
ceived a probated sentence for a felony
violation; the attorney received a 6-month
sentence, 3 years supervised probation,
and a fine of $10,000.

y recruited clients (aliens) '
~ and falsified their INS _
he examiner and the clerk |
‘processed and approved the
~fraudulent petitions.

B Between October 1990 and June
1993, an INS immigration examiner ac-
cepted approximately $19,000 in bribes
for expeditious processing of employment
authorization card applications. He also
solicited sexual favors from women,
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promising he would expedite the pro-
cessing of their applications. A contract
guard funneled the applications to the
examiner for a fee. The immigration ex-
aminer and the contract guard were ar-
rested. Prosecution is pending.

B A BOP foreman accepted bribes
from inmates to allow contraband into a
BOP institution. The foreman was as-
signed to the institution’s warehouse
where a parcel delivery company made
routine deliveries for inmates. The pay-
ments and the contraband were con-
cealed in the packages; sometimes, pay-
ments were mailed to the foreman’s per-
sonal post office box. Undercover OIG
agents paid the foreman with a money
order to allow a delivery of contraband to
an inmate. After receiving copies of the
negotiated money order, the agents con-
fronted the foreman. He confessed and
immediately resigned from the BOP.

Counterfeit Government Credentials

B A local police department arrested a
former deputy United States marshal for
spousal abuse; the police discovered two
unauthorized firearms and counterfeit
USMS identification cards in his posses-
sion. The deputy had been previously ar-
rested by OIG agents for bribery, was
convicted, served 18 months in prison,
and was out on probation. OIG and
USMS agents arrested the former deputy
as a felon in possession of firearms (a vio-
lation of the terms of his probation). At
the parole
pleaded guilty and was ordered to serve 1
year in prison.

revocation hearing, he

B An inmate at a Federal Correctional
Institution alleged that a staff physician

offered to take care of his medical prob-
lems for $10,000. The physician admit-
ted that he accepted $3,000 in cash as
part of a $50,000 interest free loan from
the inmate. The physician resigned from
BOP and government service.

B The OIG investigated cases of theft
in the INS. Among those investigations
were the following:

— An INS supply clerk pleaded guilty to
stealing checks and money orders total-
ing $2,000 from a detained Chinese
alien. The clerk pleaded guilty and was
sentenced to serve 3 months in prison,
one year supervisory release, and to pay
$2,000 in restitution. The NYPD Chinese
Community Relations Liaison informed
the OIG of the allegation.

— An INS regional office performing a
routine audit discovered that monies in
alien fee accounts were unaccounted for.
An OIG investigation revealed that ap-
proximately $1,000 in money posted as
immigration bonds was missing. An infor-
mation officer admitted she had been
“borrowing” money and had been unable
to repay it before the audit. The U.S.
Attorney's Office declined prosecution in
favor of administrative action by INS,
with the condition that adverse action to-
wards the employee be taken and that
restitution be made.

— An airline employee saw an INS im-
migration inspector steal cash from
aliens arriving at an International Air-
port. OIG agents arrested the inspector
for theft, and the INS terminated the
inspector's employment. Trial is pending.



]
03 arrests were made during the first half of FY 93,

A .
1;r:itl§cle':lireased bY ;()Ym()pzared to 54* made during the first half of

45 indictments were returned during the first half

Indictments increased
of F'Y 93, compared to 41 during the first half of

by 10 percent

FY 92.
Convicti Pl
-onvt fons/Pleas 57 convictions/pleas were achieved during the first
increased by . .
half of FY 93, compared to 21 during the first half
171 percent &
of FY 92.

* The total number of arrests reported for the period 10/01/91 to 03/31/92 was
understated by six. The correct number of arrests for that period should have been

54 instead of 48.
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