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December 3, 2008

Senator Jim Sullivan and

Representative Suzanne Jeskewitz, Co-chairpersons
Joint Legislative Audit Committee

State Capitol

Madison, Wisconsin 53702

Dear Senator Sullivan and Representative Jeskewitz:

In response to a complaint reported on the fraud, waste, and mismanagement hotline established
by 2007 Wisconsin Act 126, we initiated a review of the Department of Transportation’s (DOT’s)
response to allegations it received in 2004 against a contractor, Streu Construction.

The complaint we received questioned whether DOT was ensuring that concrete thickness
specifications were consistently being met by its contractors. When we contacted DOT about the
questions raised by the caller, we learned that DOT had received a complaint in October 2004
concerning one of its concrete contractors. The complaint received by DOT was made by a former
Streu employee who alleged that the company was using less concrete than required by DOT’s
specifications and was falsifying thickness measurements in order to limit the amount of concrete
used, and therefore increase its profits. The former Streu employee also alleged that the company
had purposely provided false smoothness measurements in order to increase the incentive
payments it could earn for exceeding DOT specifications. Instead of measuring smoothness over
an entire paved surface, as required, Streu allegedly moved its measuring equipment continuously
over “smoother” portions of highway it constructed.

In December 2004, DOT referred the allegations to the Department of Justice (DOJ). DOJ’s
investigation focused on the thickness of concrete pavement provided by Streu, because DOT
believed it would be impossible to replicate the smoothness measurements taken by the company’s
equipment at the time of construction because the roads had been open to traffic. Key dates are
shown in Table 1.
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Table 1

Key Dates in the Investigation of Streu Construction

Date Event
October 2004 DOT project manager receives allegations from a former
Streu employee that the company had falsified concrete
pavement thickness and smoothness measurements.
December 2004 DOT contacts DOJ about the allegations, and DOJ opens
an investigation.
January through  DOJ interviews Streu employees.
April 2005
May through DOT obtains pavement samples of three Streu projects.
July 2005
August 2006 DOT provides pavement sample results to DOJ.
May through DOJ interviews additional DOT field staff and Streu
October 2007 employees.
January 2008 DOJ closes its investigation and meets with DOT staff

to share its findings.

By July 2005, DOT had obtained pavement samples for three selected projects completed by
Streu before 2003:

e the $12.0 million reconstruction of Highway 151 between Belmont and Dodgeville;
e the $7.8 million reconstruction of Highway 151 between Madison and Fond du Lac; and
e the $6.3 million reconstruction of Highway 51 in Lincoln County.

DOT compared its samples to thickness measurements taken by Streu employees at the time of
construction and found significant differences. In one of the two Highway 151 projects, thickness
measurements in 27 of 40 samples taken by DOT staff indicated Streu did not comply with DOT’s
concrete thickness specifications, and 8 of these samples were “nonconforming” because the
concrete failed to meet the required specifications by more than 3/8". In the second project, 24 of
41 samples taken by DOT indicated the concrete did not comply with thickness specifications, and
16 were nonconforming. For the Highway 51 project, DOT found that 17 of 30 samples did not
comply with thickness specifications, although none were nonconforming.

While DOT obtained the pavement samples by July 2005, it did not share them with DOJ until
one year later. DOT attributes the delay to the commitment of staff resources by DOT and DOJ
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in pursuit of restitution in another matter involving federal bid-rigging charges against Streu
and another construction company. In September 2004, both companies’ owners reached plea
agreements with federal prosecutors. DOT reached a settlement with Streu in March 2005, and
with the second company in September 2006. The owners of both companies were barred from
conducting business with DOT for a five-year period ending in January 2009.

DO)J officially closed its investigation of Streu in January 2008, citing insufficient evidence to
pursue criminal charges. At that time, DOT considered its legal options, including whether to
prohibit any additional Streu employees from performing future highway construction work or
whether to pursue civil action against Streu. Ultimately, DOT chose not to pursue any additional
action because Streu’s owners had already been barred from performing construction work and
DOT had received restitution from Streu as part of federal bid-rigging settlement. In addition,
because of the time that had passed, many of the individuals involved were no longer employed
by Streu, and Streu’s ownership had changed.

DOT indicates it has initiated efforts to improve its quality assurance process as a result of the
Streu investigation. Given the significant amount of funding dedicated to Wisconsin highways,
and based on the results of our initial fieldwork, we believe additional work is needed to determine
whether adequate monitoring safeguards are in place. Therefore, we are initiating a limited-scope
review of the effectiveness of DOT’s quality assurance process for concrete pavement. We expect
results of our review to be available in spring 2009.

We appreciate the courtesy and cooperation extended to us by DOT and DOJ during our initial
review of the complaint we received.

Sincerely,

%/% /g«/t/w

Janice Mueller

State Auditor

JM/SH/bm

cc: Senator Julie Lassa Representative Samantha Kerkman
Senator Mark Miller Representative Kitty Rhoades
Senator Alan Lasee Representative David Cullen
Senator Robert Cowles Representative Joe Parisi

Frank Busalacchi, Secretary
Department of Transportation

J.B. Van Hollen, Attorney General
Department of Justice
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