INLET STEEL/CONTECH PRODUCTS FRAUD INVESTIGATION CASE
FEDERAL HIGHWAY ADMINISTRATION  - LOUISIANA DIVISION 
LOUISIANA DEPARTMENT OF TRANSPORTATION AND DEVELOPMENT
On January 17, 2001, Ispat-Inland Incorporated, formally known a Inland Steel Company of Chicago, Illinois, and Contech Construction Products Incorporated of Middletown, Ohio, the successor in interest to Caldwell Culvert Company of Greenville, Mississippi agreed to pay the United States and the State of Louisiana a total of $30 million dollars to settle allegations that arose under the Federal False Claims Act regarding  four criminal convictions and an indictment, all of which result from a four year investigation into the providing of non-approved coated metal pipe for use in Louisiana highway construction projects.  

The investigation focused on polymer coated steel pipe installed as drainage culverts in highway and road construction projects throughout the State of Louisiana from 1992 through 1997.  A majority of the projects in question were funded thru the Federal-Aid Highway Program.

In order to improve the quality and durability of Louisiana highways, the Louisiana Department of Transportation and development (LADOTD established testing procedures to qualify certain products for use in highway construction.  Once a product has passed testing, it is placed on a Qualified Products List and approved for use.  One of the products tested and qualified was polymer coated steel drainage pipe, which was listed on Qualified Products List 43 (QPL-43).  Under both LADOTD and FHWA mandates, only approved materials from sources which had passed LADOTD testing and been placed on QPL-43 could be used on any project in the State which received federal financing.  The LADOTD has similar requirements for purely state financed road projects.  Once a product had been qualified, any change in the manufacture of that product had to be reported in writing to the LADOTD.   Significant changes could result in re-testing and re-qualifications.

The allegations covered by the settlement involved the intentional supplying of polymer coated pipe which was not approved by the LADOTD and for which false certifications of compliance were provided.  The false certifications included steel which had been laminated by an unapproved source and pipe that had been manufactured from steel produced by a company which had been specifically rejected after testing by the LADOTD.  In addition to the false certifications, to conceal the violations from State inspectors, false information was stenciled on the exterior of the coated steel to indicated that the materials used to produce the pipe were QPL-43 qualified.  In conjunction with the civil case, a parallel criminal investigation was conducted into the actions of the persons responsible for these violations.  That investigation resulted in criminal convictions of five individuals including the former president and vice president of Caldwell.

The investigation involved special agents of the United States Department of Transportation=s Office of Inspector General in Fort Worth, Texas,  the Federal Bureau of Investigation in Baton Rouge, and the United States Attorney=s Office.  Assistant United States Attorneys Randall B. Miller and Lyman E. Thornton III prosecuted the criminal and civil cases with participation from the Commercial Litigation Division of the United States Department of Justice in Washington, D.C.   The Louisiana Division Office played a key role along with the LDOTD in gathering and analyzing data which supported the investigations on hundreds of Federal-aid and State highway projects in Louisiana.  These efforts led to the largest fraud settlement involving substandard materials in the history of the Department of Transportation.   The civil settlement and criminal convictions should send a message to those who do business with the Federal and State governments that the US DOT is committed to using both civil and criminal laws to stop fraud, waste and abuse. With the billions of taxpayers= dollars being spent throughout the United States and the hundreds of millions being spent in Louisiana, this case has made it crystal clear that government and citizens must work together to make sure that these tax dollars are protected from fraud.
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