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Workers Try to Nail Down Back Pay

HUD Probing Alleged Violations at New Housing Project

By PAULA PARKER, Times Staff Writer

These are not good times for Mark
Unterberg. The 28-year-old con-
struction worker is facing eviction
from his apartment for non-pay-
ment of rent. As he fights off bill
collectors, anger and worry threat-
en to turn his dark, curly hair gray.

Until December, Unterberg and
his friend Alan Samson worked as
carpenters at Mariner's Cove, a
500-unit, federally subsidized
apartment complex under construc-
tion on West Paint Loma Boulevard,
half & mile from Unterberg’s Ocean
Beach residence.

They were drawn to the project
by the prospect of good wages at a
time when unemployment was high
and carpentry jobs hard to come by.

The U.S. Department of Labor
guaranteed $20.99-an-hour wages
as part of the $18-million project's
construction financing arrange-
ment. But Unterberg, Samson and
several other carpenters who
worked on Mariner's Cove were
never paid at that rate by the
subcontractor who hired them,

et.

On paper, Unterberg and Samson
earned $20.99 an hour and worked a
40-hour week.

In reality, however, they and
seven other carpenters employed

Rainbow Construction Co. of Hem-

by Rainbow were required to work
far longer than they should have
—anywhere from 10 to 30 hours or
more a week in unreported over-
time—in order to earn the weekly
equivalent of that hourly wage,
according to officials of the US.
Department of Housing and Urban
Development (HUD),

The carpenters, in writlen com-
plaints filed at the office of Rep.
Duncan L. Hunter {R-Coronado),
accused Henry Rock, head of Rain-
bow Construction, of paying them
anywhere from $5 to $15 below the
federally guaranteed $20.99 hourly
wage and then falsifying payroll
records 30 that they appeared to
conform to HUD guidelines. In some
cases, carpenters were listed as
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" laborers on Rainbow’s pay sheets,

moving them into a lower-paying
classification so Rainbow could jus-
tify paying them below the guaran-
teed or “prevailing” wage, the
workers said.

Not only was the pay not what it
should have been, the carpenters
said, but their paychecks from
Rainbow frequently bounced and
some never cleared the bank at all.

The Times has learned that as a
result of complaints from Unler-
berg, Samson and other workers,
HUD investigators and the US,
attorney's office in San Diego are

‘probing allegations of fraud by

Rainbow and at least one other
subcontractor at the Mariner's Cove
gite.

While constructed with private
funds, the project is regulated by a
federal labor law known as the
Davis-Bacon Act that requires de-
velopers and contractors to follow
predetermined wage guidelines.
This ia necessary because the feder-
al government is guaranteeing most
of an $18-million construction loan
to the developer. In return, low-
and moderate-income occupants of
100 of the 500 units will receive
federa! rent subsidies under a HUD

‘program calied Section 8.
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PAY: HUD Probing Carpenters’ 7
Charges of Cheating on Housing Project

~ Cqutinued from Page 1

“What is being investigated (are charges that)
‘Rainbow misclassified employees, falsified the certified
payrolls by under reporting the number of hours
worked and misrepresenting what was actually paid”
the construction workers, said Dan Oppermann, region-
al labor relations officer for HUD in San Francisco.

Oppermann said in a telephone interview that a total
of at least $67,000 is owed nine carpenters who were
employed by Rainbow at the Mariner's Cove construc-
tion site late last year. A second subcontractor,
Irri-Scape Construction Inc. of Escondido, owes $43,000
to another group of construction workers who also
worked at Mariner’s Cove and were also shortchanged,
he said.

Officials from Rainbow could not be reached for
comment. '

Oppermann said that two months ago, Rainbow paid
HUD $20,000 of the $67,000 in back wages owed. But
because Rainbow officials indicated they would appeal
HUD's findings, Oppermann said, HUD has delayed
distribution of that money to the workers.

A apokesman for Irri-Scape said that the $43,000 it
owes its workers has already been withheld by the

. general contractor for the Mariner’s Cove project as part
of a standard procedure whereby deposits are required
of subcontractors as a safeguard against job perform-
ance problems. The spokesman declined to comment on
the HUD allegaticns or to be identified.

Now, nearly three months after his Dec. 21 resigna-
tion from the Mariner's Cove job, and despite numerous
complaints to HUD and other federal and state officials,
Unterberg said he’s still waiting for $5,763 in restitution
for bad checks and unpaid wages owed him by Rainbow.
Samson was paid most of the money owed him but is
waiting for a $1,500 payment.

Baoth men said that HUD has repeatedly assured them
that their complaints would be investigated and any pay
owed them would be forthcoming. On several occasions,
they said, HUD officials gave specific dates on which
they could expect to regeive their money.

But as far as Unt.erbe’rF is concerned, it's still a case of
“the check ig in the mail."

“T'll believe it when I see it,” he said when toid by a
reporter that Oppermann said late last week that the
long-delayed checks—which represent only part of
what the workers are owed— should arrive within days.
“1 want o h;ve some hope but I've been let down so
many times ‘before that I'm trying not to get loo
hopeful.”

Oppermann said HUD is well aware of the problems at
the nearly completed Mariner's Cove project. So is
Roland Camiield, an attorzey for PBMC Inc., the

eneral contractor overseeing construction at Mariner's
ve.

Although Rainbow and Irri-Scape are the targets of
the HUD probe, federal officials say PBMC Inc. of Foster
City, five miles south of San Francisco, has final
responaibility for agsuring that warkers are paid in




" Oppermann said the HUD investigation has deter-
mined that “‘there seemed to be no collusion on the part
of PBMC to instruct Rainbow to falsify the payroll, or
Irri-Scape, for that matter.” However, federal investi-
gators think there may be more subcontractors who
may have violated the Davis-Bacon Act, and “there
may be additiongl investigations opened,” Oppermann
gaid last Friday. '

PBMC’s attorney, Camfield, said in Los Angeles that
his company “has absolutely nothing to hide” and is

. cooperating with HUD, “We've covered every rubber
check (paid workers by the two subcontractors) that-
we know of,"” he said. ‘

However, the matter appears far from settled. .

Oppermann said HUD has received the $20,000 that
HUD investigators initially deitermined Rainbow owed
the workers. But neither Rainbow nor PBMC has yet to
forward an additional $47,000 in wage shortages and bad
checks that further investigation revealed the nine
Rainbow workers were owed. Thirteen other carpenters
worked for Rainbow at Mariner's Cove, but it is unclear
whether they are owed money also, Oppermann said.
HUD invesligators are Lrying to reach them by mail and
telephane to determine if they were underpaid.

In February, PBMC was given 30 days to pay the
additional $47,000, but the March 5 dead}ine has passed
and the payment has yet to be made, Oppermann said.

Carnfield said his client is waiting for HUD to make a

“final determination” of how many people were affected
by the aileged payroll abuses and how much in back pay
they are owed before it wriles any more checks. “We
want a final determination of what's owed by Rainbow
to its employees for violations of the Davis-Bacon Act.”
Camfield said.

Camfield said PBMC is willing to pay the $47,000, but
if HUD)'s continuing investigation determines that much
more i8 owed the workers, then PBMC must make a
“business decigion” on whether to pay up or appeaj
HUD's findings to a labor appeals board, which it is
entitled to do under federal law.

But appeals could tie up the construction workers’
payments for montha. According to Samson, who is in
touch with most of the Rainbow employees who
filed complaints with Hunter's office, many of the men
have given up hope of ever seeing their money.

Samson has written letter after letter to state and
federal labor officials, politiclans and news organiza-
tions pleading for action—not only for himself but also
for his fellow workers. .

But the delays, coupled with the mountain of debis
that are piling up, explain why Samson has a bitter,
weary look in his eye and Unterberg’s hair is turning

gray.

“I've had a 30-day notice posted on my door and I've
had to beg my landiord to let me stay,” Unterberg said.
“My phone’s been shut off twice and my power’s been
shut off.” It was turned back on after he obtained one of
several personal loans from friends and relatives.

Samson said he has begun to suspect that word of the
complaints he raised about Rainbow and Mariner's Cove
has reached other contractors and that he is being
blacklisted for other construction jobs.

He has bought $300 worth of law bocks trying to

_ “figure out what our rights are and what we should do.”

‘“The way the law reads, this should be a very gimple

ma"tt.er." he said. “"HUD takes care of it. ‘ .



g

ngeies Times

Carpentegs Mark Unterberg, left, and A]fn Samsqn helpad build Mariner's Cove homes in background.
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U.S. probes company’s pay methods

Federal investigators are probing
alleged irregularities in the way
wages were paid by subcontractors
during construction of a federally
subsidized 500-unit apartment com-
~ plex at Mariner’s Cove.

Fred Stillions, public affairs spe-
cialist in Los Angeles for the US,
Department of Housing and Urban
Development, said the investigation

was begun after two carpenters com-
plained that they were underpaid in
violation of federal Labor Depart-
ment policies while employed by

Rainbow Construction Co., of Hemet.

The US. attorney's office also is
looking into the matter.

Mark Unterberg and Alan Samson
said they and other carpenters work-
108 {or. the company were paid from

$5 to $15 an bour below the federally
guaranteed $20.99 hourly wage. Also
being investigated is the way payroll
records were kept.

In connection with the probe,
Rainbow has paid $20,000 in back
wages owed to workers, but accord-
ing to Dan Oppermann, HUD region-
al labor relations officer in San
Francisco, $47,000 more is owed. .
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- A Tree,
A Rock,
A Cloud

An intemal memorandum
issued by a landscape architect
for the federal department of
Housing and Urban
Development (HUD) does not -
bode well for the Mariner’s
Cove housing development in
Ocean Beach. Wedged
betwhen Interstate 8 and West -
Point Loma Boulevard, the .
goverament-financed project is:
almost completed, but for ‘
Robert H. Smith, proprietor of

Irsi-Scape Construction, the
subcontractor who handled the -
landscaping, the job may be far:

from over.

The conclusign of the report,,
part of an-extraordinary HUD .
investigation of the project,
reads: “*An extremely poor
installation and inspection job
has taken place on this project
in regards to fine grading,
irrigation, hardscape, and
landscaping. For whajever -
reason, Uimely and +
knowledgeable instaliations
and inspections as trequircd by

, contract documents did not
i-lake place. Unforiunately, the!
HUD inspection system -
deficiencies produce similar
results on many HUD

projects.” ‘

The author of the report, -

the irrigation sysiem, and

landscape archiect wth HUD,
finished his inspection a couple
of weeks ugo and tumned in the'
document to a regional
inspector general for HUD.

- Shaw had made his inspection
-af the site, which had been

;. previously inspected and

iekayed by the regular HUD

. inspectors, in response to the

complaints of a pipefitter who
is an employee of Irri-Scape
Construction. (This worker
asked that his name be
withheld because he fears
being blacklisted from future
Jobs.) **We built a slum down

* there,”” he suys, referring to the

project’s landscaping, **and the
only thing it needs now is the
graffuti.”* The pipefitter first

_contacted HUD officials last
-November, and he says he had
to withstand threats and intense .

harassment from other HUD
inspectors and architects while
he continued his complaints.
The report from Shaw seems
to correborate his points. It
notes “‘illegal’* splices in
control wires, improper
grading, shrub and tree holes
100 small and not containing
Fequired soil amendments,
many broken and misdirected

sprinkler heads, newly planted

8round cover that was dead or
dying, no fertilizer or.s0il
amendments under much of the.”
sod, a modificatian in a main
pressure line by the contractor
that completely changes the
authorized design concept of

v '
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City Lights

" removed and replanted

properly. Ii funther
recommends that **the entire
lirrigation ] system should be
excavaled circuit-by-circuit™
and reinstalied according to
specifications. Shaw concludes
by writing, **It is my opinion
that [the pipefitter] is a brave,
knowledgeable and concerned
worker. All of the allegations
that he pointed out o me were
found 1o be true. If allowed to
remain as is, the landscaping
and irrigation systemns will
present future risk to [HUD) in
the form of increased water
usage, excessive landscape and
irrigation maintenance and .
repair costs.”’

The intemal report hasn 't

_ reached subcontractor Robert

Smith yet, but he says, K5 a
bunch of unwarranted hearsay.
Plenty of other inspectors have
"looked at it and said it’s a good
system, It's a politically
motivated report. . . . That
inspector just spot-checked a
few areas.’” Smith,
blames the report on
**some disgruntled
employees. . . . That job is




HUD Charges
Workers Were
Cheated on Pay

By PAULA PARKER,
Times Staff Writer

'1‘wn officials of an Escondido

landscaping firm were indicted
Wednedsay on 12 counts each, in-
cluding charges of conspiracy 0
defraud the federal government,
after a five-month probe of aileged
conatruction worker underpayment
at a federally subsidized apartment
complex project in Point Loma.

U.S. Atty. Peter K. Nunez said
officials of Irriscape Construction
Inc. cheated workers, many of them
illegal aliens, out of up to §70,000 in
wages afler the firm became a
subcontractor on the $18.3-million
Mariner's Cove complex, a nearly
completed 500-unit low-income
housing project at West Point Loma
and Nimilz boulsvards.
~ The Times firs} reported the
investigation by Nunax's office and
the U.S. Department of Housing and

Urban Developmant (HUD) in &

story last month.

Twao farmer employees of another

subcontractor, Rainbow Construc-

- tion Co. of Hemet, tald a reporter
they and other workers had Lo work
10 1o 30 hours of unpaid overtime a
week and consequently earned far
ess than the $20.99 an hour they
should have been making,

HUD officials confirmed at the
time that a probe of both Rainbow
and Irriscape was in progress and
that indictments might result. The
FBI was alsG involved in the inves-
tigation along with the U.8. attor-
ney's office and HUD's Inspector
General office.

Othar Probes

Nunez said federal investigators
are conducting aimilar probes of
other firms helieved to be under-
paying workers at San Diego con-
struction sites where federal funds
are involved. He said the probe
involved “less thap 10" cantractora
or gubcontractors. ’

The Irriscape indictment naes
the firm's president and chisf

"‘operating afiemy. Robert Henking
Smith, 28, of Eacondidp; and. fore-
man, Kazi Laoes Septl, 45, of EL
Cajon, as well as the-company itself.:

Planennpe PAY, Paga?
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Contioued from Page 1
Warrants for their arrests were issued
Wednesday.

Authorities are attempting to contact
Scott, and Smith has agreed to appear in
court Friday for arraignment, Nunez
said. If convicted on all counts, both men
face prison terms of up to 15 years and
$25,000 in fines. The indictment is the
first of its kind involving local wage
fraud, Nunez said.

The federal government 1s inyolved in
the investigation because the project,
‘while built with private funds, is being
financed through an arrangement in
which HUD guaranteed most of the
- $18-million construction loan 1o the

developer, Lincoln Property Associates.

'PAY: 2 Officials of Firm Indicted

Because of the HUD guarantee, the -
project is regulated by a federal labor law
known as the Davis-Bacon Act that
requires developers and contractors 10
pay “prevailing” wages for work on the
project.

‘Fraudulent’ Payroll

The indictment alleges that Irriscape
“hired illegal aliens to work on the
project, paid less than prevailing wages

. and required other laborers who
were paid prevailing wages to work 50
hours a week for 40 hours pay.” Irriscape
submitted “false and fraudulent payroll”
documents, the government said.

“Irriscape further required these

Please see PAY, Page 9

'PAY: 2 Officials Indicted

Coatinued from Page 7

workers to agree to be paid their wages sometimes as
long as two months after they had worked on the job.
Those employees who complained about this arrange-
ment were threatened with dismisgal and were told that
they would be replaced by workers who would work for
less,” the indictment said.

The indictment said Smith and Scotl “obstructed and
impeded” a HUD contract compliance officer who
attempted to inspect the project to determine if federal
laws were being foliowed by telling the illegals Lo leave
the job site when the HUD inspector was to be there.
The two also told other workers to tell the HUD officer
they were being paid prevailing wages, the indictment
said, :

Nunez said Irriscape "did not comply and did not
intgnd o comply” with the Davis-Bacon Act, and by
developing a scheme that enabled them to pay lower
wages, was gble to outbid other subcontractors for the
job. Iryi had a $500,000 contract to install landscap-
Ing and irrigation equipment & the site. ‘



Firm, 2 officers cited
for underpaying crew

By Bill Ott
Statf Writer

An Escondido company

and two of its officers yes- .

terday were accused of pay-
ing undocurnented aliens
below the prevailing wage
scale for landscaping and
irrigation work on an §18
million, federally backed
low-cost housing project in
San Diego.

The charges are con-
tained in a federal grand
jury indictment returned
against Irriscape Construc-
tion Inc. of Escondido; Rob-
ert Henking Smith, 29, the
firm’s president and chief
operating officer, and Karl
Lance Scott, 45, also known
as Kip Scott of El Cajon, a
foreman.

US. Attorney Peter K
Nunez said Irriscape Con-
struction was hired to in-
stall landscaping and irri-
gation equipment by PBMC
Inc, the prime contractor
at the Mariner's Cove
apartment project at West
Point Loma and Nimitz
boulevards in the Point
Loma area. The prime con-
tractor is not the target of
the charges.

The indictment against
the Escondido firm and its
two officers carries charges
of conspiracy to defraud the
federal government, mak-
ing false statements on pay-
toll certifications and ob-
atruction of jpspectors from
the Department of Housing
and Urban Development.

' Assistant US. Attorney

Judith F. Hayes, who pre- .
sented evidence to the
grand jury, said all subcon--

iractors were required to
pay predetermined prevail-

ing wages because the $18
million loan to the develop- .

br, Lincoln Property Asso-
“riates, was guaranteed by

w=i

the Department of Housing -

The indictment alleges
that Irriscape Construction
hired aliens to work on the
project at less than prevail-
ing wages. It also is alleged
that some of the laborers
were required to work 50
hours a week for 40 hours'
pay. In addition, some
workers purportedly had to
agree to wait as long as two
months for their pay after

completing their work.
Hayes said employees who
complained were threat-
ened with dismissal

The indictment alleges
that TIrriscape submitted
false statements to the fed-
eral government, certifying
that workers had been paid
prevailing wages. The two
officers of Irriscape are
accused of obgtructing HUD
by ordering underpaid
workers to leave the job
site when government in-
spectors arrived.

Nunez said the indict-
ment is the result of a five-
month investigation by the
inspector general's office of
HUD, the Department of
Labor and the FBL ‘

He said Irriscape’s sub-

“contract was for about
$500,000. While it is difficult.

to pin down the exact sav-

ings the company realized
by underpaying workers,
the amount has heen esti-
mated at §50,000 to §70,000,
Nusez said. ,

He added that Irriscape
Was able to woderbid com-

petitors for the contract by
wrongly cutting labor costs.
- The investigation began
after receipt of complaints
about workers being under-
paid in violation of federal
labor policies, Nunez said.
Some time ago, two_car:
penters complained that
they had been paid from $5
to $15 below the federally
guaranteed $20.99 hourly
rate they were supposed to
be paid. That complaint
was directed against a sub-
contractor from Hemet,
who eventually paid $20,000
in back wages owed to
workers.

Nunez said investigators
could not determine an
exact number of undocu-

" mented aliens involved in

charges against Irriscape
because of turnover in the
work force. He said some
US. citizens also were in-
velved in allegations of
being underpaid. Nunez said
work on the housing project
began in December 1982
and is pow virtually com-
plete.
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»Spaulding

Cootinued From (-}
could run into “bhig bucks.”

Mariner's Cove seemed
like the perfect project, a
marriage of city-leased
land, federally backed fi-
nancing and private devel-
opment and management
providing 500 badly needed
Apartment uwnits, many for
low- and middie-income
families. It is located at the
oortheast cormer of West
Poiot Loma and Nimitz
boulevards.

The general contractor
on the project was PEMC of
Foster City, a umt of Lin-
coln Property Co.

Financing for the project

of 1983. Liks most of the
others, he finally quit Dec.
16. Johnston, 33, s3id he was
“paid under the table” at $5
an bour for his first week
The payment was by check,
be said, and no withholding
oF taxes were taken out.

In his second week, John-
ston said, Rock said he
would have to take taxes
out of his paycheck and to
compensate would give
Johnston a $5 raise.

It wasn't until three
weeks later that Johaston
learned the prevailing wage
for carpeniry was a feder-
ally mandated $20.99 an
hour becayse it was 8 HUD

was provided by a Security job.

Pacific National Bank loan
of $18.3 million with a low
interest rate underwnitien
by the federal Department
of Housing & Development

Conslrucuon which
began last July, has been
completed, and maost of the
units are occupied.

The problem is that Rain-

When he approached
Rock, Johnston said he was
told, “Sure, I'll pay it (the
$20.99) this week, but I can't
use you next week.”

“In otber words,” John-
ston saud, ' was fired"” So
Johnson said he continued
o work for the lower wage.

The lagt good paycheck

be got from Rock, Johnston

‘Rock would give us a check, but
it wouldn’t be any good. He
would pay us on Friday and then
ask us to hang on to it uniil
Tuesday or Wednesday. But
every time it rolled around,
there wasn't any money apyway’

bow and owner Rock under-
bid the project badly, ac
vording Lo Mark Unterberg,
one of the unpaid car-
penters.

Unterberg said be was
told by Rock that the job
wis bid on a piece-price
basis, guessing it would cost
4 certain amount for each
carpenter (o put in each
door. Under the federal
Davis-Bacon Act, HUD bas
requiced a $20.99 hourly
wage for carpenters.

Unterberg said Rock set
quotas that requred many
overime hours, but then
t0id him Lo only turn in a
weekly 40-hour ume card at
$2099 an hour. If be dudn't
like the arrangement, Un-
terberg said, be was toki he
would be fired.

Other carpenters who
have worked at Mariner's
Cove have suifered the
same late. All are deeply in
debl because they worked
for Rainbow Comstruction
Co and believed in Rain-
bow's owner.

Don Johnston's story is
typical of those who started
to work for Rock in the fall

said, was for the final week
of October. After that, he
2aid, “Rock would give ua a
check, but it wouldn't he
any good He would pay us
va Friday and then ask us to
hang oo to it unti} Tuesday
or Wednesday. But every
time it rolled around, there
wasn't any money anyway.”

"“This was my first job for
Henry and quite probably
irll be my last for Henry,”
Johnston said.

Karl Specht, 27, who said
he started at $1250 a hour
Sept. 8 and ailso quit Dec. 18,
claims he 13 owed $5,540 for
work done on Mariner's
Cove in November and De-
cember. He saud when be
found out about the HUD
requrement of §20.99 an
bour be went to Rock and
was told an increase in
wage would mean an io-
crease in production, but
that any overtime wouldn't
be paid.

“Things started going bad

after Thanksgiving,” Specht *

said. “It was always pext

week, next week, next

week. Things were gelting
pretty shaky.”

Rock always had an

even showed us the

per clipping,” Specht said
The only reason he and
the others slayed despite

Dot being paid, Specht said,
was becawse it was a HUD

filed a $98] claim with the
state’s Department of
Labor Standards Enforce-
ment for bounced pay-
checks and a $3,390 claim
with HUD for wages not
paid. He worked for Rock
from early September until
Thanksgiving and was hired
::‘1.:9 full wage of £20.90 an



' ‘Industzywide Pmblem’

Contractor Fined $10,000
Over Falsified Records

§AN DIBGO DAILY TRANSCRIPT Statf Writer

Irriscape Construction Inc. of
Escondido has been fined $10,000
and its president, Robert H. Smith,
ordered to perform 200 hours of
volunteer work for the City of
Escondido for falsification of
employee work records.

Smith had pleaded guilty to two
counts of employee payroll records
falsification, one as an individual
and one as head of the corporation,
in conjunction with the firm's role
as a subcontractor on the 500-unit
Mariner’s Cove apartments project
at West Point Loma and Nimitz
Boulevarcs in San Diego.

He was sentenced by U.S.
District Court Judge William B.
Enright on Monday after plea
bargaining in which other charges
had been dismissed by the
government.

The indictment in the case
against Smith; Karl “Kip" Scott,
the company's foreman on the pro-
ject; and Irriscape Construction in-
cluded charges of conspiracy to
defraud the government, making
false statements on payroll cer-
tificates and obstruction of inspec-
tors from the U.S. Department of
Housing and Urban Development
during their investigation.

Scott has entered a guilty plea
to one count of submisagion of false
reports to the governmant and is to
be sentenced Oct. 1.

Because the Mariner's Cove
project is far low-income residents

and is partially funded by federal.

funds through the Department of
Housing and Urban Duvelopment,
contractors and subcontractors on

the project are required to pay

prevailing wages to their
employees.

Irriscape Construction Inc.,
which had a subcontmact for in-
stallation of landscaping and ir-
rigation equipment on the project,
is one of several local firms that

have been under investigation for.

alleged submisaion of talse payroll

eaposiadaliliD

Judy Hayes, assistant U.S. at-
torney prosecuting the case, yester-
day said the investigation has
shown some employees on the pro-
ject had been paid prevailing
wages, some had been paid for 40

hours when they had warked .

significantly longer and some il-
legal aliens had been paid $5 per
hour. :

She said Irriscape Construc:
tion, because of cash flow problems,
had made some payroll payments
to its employees a month late —
after a “draw” on the contract had
been received.

Miss Hayes declined comment
on the on-going investigation or

testimony that has been reported

given to the federal grand jury in
the case.

“Failing to pay prevailing ~

wages on government-contract yobs
is an industrywide problem,"” she
said. "Our investigation is not on
this one contract, but on several.”

Miss Hayes said the investiga-
tibn indicates some contractors on
government-funded jobs bid low,
assuming that they can cut wage
cosls by not paying prevailing
wages after they win the contract.
“That provides an unfair advan-
tage over firms who prepare their
estimate with prevailing-wage
figures,” she said.

Alan J. Samson, a former

carpenter on the Mariner's Cove.

project for Rainbow Construction
Co., said that firm had been paying
some of its carpenters $5 10 $10 per
hour when the prevailing wage is
$20.99. Many of the checks issued
also “bounced” because of msuffi.
cient funds, he said.

Samson said his complaints
about'the practice to the company
resulted in his being paid prevail-
ing wage for the hours he had
worked — and in his being ter
minated from hia jeb-

SD. DALY TRANSKCRIPT 8284

His complaints to HUD and
San Diego area congressmen about
violations of the Davis-Bacon Act
on wages and other matters since
last December are believed to have
helped stimulate the government's
investigation of the project — and
of other government-funded con-
struction projects in San Diego
County.

Before Rep. Duncan Hunter
and other officials began express-
ing an int.ere:}t in complaints filed
by employees on the Mariner's

Cove project, the compiaints
received little attention.

“This will acknowledge that
you filed one of the 3,535 claims
presented tq the San Diego office of
the Labor Commissioner in 1983,"
James H. Curry, regional manager
for the Division of Labor Standards
Enforcement, wrote Samson last
February.

“The three line deputies in this
office are devoting all of the time
and attention possible to your
claim and others,” his letter said.
“A hearing will be scheduled
before our one hearing officer as
soon as possible.”

Samson’s inquiries to HUD and
Congressman Hunter have raised

- questions on whether PBMC Ine. of

Foster City, which has been low
bidder on many HUD-financed"
construction projects, and related
partnerships and affiliates have
been intentionally underbidding on
projects — with the intent of failing
to pay prevailing wages as required
by the Davis-Bacon Act.
Congressignal  “‘authorization
sheets” filed with Hunter's office
by employees on the Mariner's
Cove project indicate they were
given “'quotas’” which required ex-
cessive overtime to complete, there
were lengthly delays before they
were paid with non-sufficient-funds
checks and that they were ter-
minated when they inquired about
prevailing wage requirements.



- The owner of an Escondide
" landscaping company was ordered
Monday to perform 200 hours of
community service work for the
City of Escondido as part of a
sentence imposed for submitting
false wage certificates to the US,
government. Robert Henking
Smith's firm, Irris-Cape Construc-
tion, was fined $10,00¢ by U.S,
- District Court Judge William En-
right. Smith, the firm, and its vice
president, Lance Scott, 45, all
pleaded guilty to submitting false
_declarations to the Department of
" Housing and Urban Development
regarding employees’ wages.
Smith, 29, was placed on five years'
probation. Scott will be sentenced
Oct. 1. Smith and Scott wrote on
wage certificates that their em-
ployees were paid $18.75 an hour,
the rate required if the work is for a
federally subsaidized project. Many

employees actually received $5 an’
hour and no overtime. Smith's
attorney, Dan Zeidman, stressed
that the employees knew all that
before they were hired. In an.
agreement with prosecutors, Smith
agreed to pay $43,000 in back
wages to the workers. Smith also is
a co-pwner of R.H.S. Plant Grow-
-ers of Escondido, a wholesale nurg- -
ery business
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'Landscape firm fined

An Escondido landscaping _firm
has been fined $10,000 and its presi-
dent placed on five years probation
for submitting false wage certifica-
tions on a govermment-backed, low-
cost housing project in San Diego.

U.S. District Judge William B. En-
right yesterday ordered Robert
Henking Smith, 29, president of the
Irri-Scape Construction Inc, to do
200 'hours of community service for
the city of Escondido. )

An indictment returned in April
accused the firm, Smith and a com-
pany foreman, Karl Lance Scott, of
underpaying their employees be- .
tween $50,000 and $70,000 for work on
‘the .500-apartment Marina Cove

project at West Point Loma and
Nimitz boulevards. Smith and the
company pleaded guilty.

Irri-Scape, a subcontractor on the
,$18 million housing project, was as-
signed to install landscaping and an
irrigation system under a $300,000
contract. Because the government
guaranteed the construction loan, all
subcontractors were required to pay
prevailing wages for specific erafts.
Prosecutors said the company failed
to pay prevailing wages and submit-
ted false payroll ceru.fmtions to the
government,



Scott Sentenced
“To Four Months

Irviscape Construction foreman
Karl Lance Scott has been ordered
to surrender for four months' im-

prisonment after admitting his role

in work record falsifications.

The sentence was imposed by
1J.8.. District Judge William
Enright. Scott was given a 30-
month sentence, but all but four
months of it was suspended by the
Jjudge. :

Scott also was ordered to spend
five years on probation afier his
release from prison. He is to turn
himself in to the court tomorrow.

He was named in an indictment
against the company and its presi-
dent, Robert H. Smith, which
charged they had defrauded the
government in a federally funded
housing project.

" Irriscape‘'was a subcontractor on

‘@ 500-unit apartment complex at
West Point Loma and Nimitz
Boulevard in San Diego. As a low-
incpme housing project, the work
was partly funded by the Depart-
ment of Housing and Urban
Pevelopment.

Contractors and subcontractors
were required to pay workers
prevailing wages. Irriscape was
charged with not paying overtime
and for paying undocumented
workers less than others.

Scott pleaded guilty  to one
charge of aiding and abetting the
making of falge statements. Smith
pleaded guilty to two counts of fal-
sifying employee payroll records
and was ordered to perform 200
hours of volunteer work in Escon-
dida.

The company was fined $10,000.

Eleven other counts against
Smith were dismissed by Assistant
U.S. Atty. Judith Hayes. Those
charges included conspiracy to
defraud the U.S. government, eight
counts of aiding and abetting false
statements and two counts of
obstruction of departmental pro-
ceedings.
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9 Companies
Accused of
Underpaying
Employees

By BILL RITTER,
Son Diego County Business Editor

Federal authorities on Monday
accused nine firms and individuals
of violating “prevailing wage" laws
by underpaying workers at several
local construction projects over a
two-year period. ‘

The firms are believed to have
underpaid 256 workers a total of
$712.401 when they worked on
federally contracted projects in San
Diege in 1982 and 1983, according
‘to Assistant US. Atty. Eve Ber-
mingham, who coordinated the
yearlong investigation.

Eight of the firms were based in
San Diego at the time of the
-violations, she gaid.

Each of the companies faces one
criminal charge of making a false
-gtatement to a federal department
‘or agency, which carries a maxi-
mum prison sentence of five years
and a fine of up to $10,000.

. In addition, the owner of one of
the companies, Alan Jay Bianco of
Bianco Welding in Oceanside, was
indicted by a federal grand jury
Friday on 15 charges of filing false
payroll ‘reports and taking kick-
backs from public works employ-
" ees

tors’ attempts to enforce the Da-
vis-Bacon Act, passed by Congress
in 1931 1o guarantee that workers
on federally contracted projects are
paid the prevailing wage in that
particular area.

The legal action is not only
designed 1o penalize offenders and
recover wages, but also to protect
honest contractors from losing jobs
because they pay legal wages.

“We're (also) concerned about
the legitimate contractors who bid
using prevailing wages and always
lose out to the guy who bids low,”

Please see ACCUSED, Page 2B

The charges are local prosecu--
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ACCUSED:

Continued frem Page 2A
said Bermingham. "Some contrac-
tors don't even bid anymore be-
cause they know they're going to
get low-balled.”

The firms had stated in docu-

" ments to the Department of Labor

that they were paying the prevail-
ing wage to their workers. Instead,
authorities contend, the firms

pocketed the difference.

In addition to Bianco Welding,
the named firms were Meredith-
Worley Inc. of Vista, Thomas Elec-
tric of El Cajon, United Construc-
tors of El Cajon, Rainbaw Con-
struction of Hemet, Hacienda
Landscape of Lemon Grove, Baker
Electrician of San Diego, RGR of
Ramona and T'WN of San Diego.

The contracts included work on
San Diego freeways, low-income
housing and military facilities.
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Pay: 8 firms are charged with
substandard wages in county

Continued from B-1

employees were being paid only
slightly below the prevailing rate. In
some cases, however, he said, the un-
derpayments amounted to §3 to $4
per hour below the rate.

A Departmeat of Labar official
said the government will seek to
have the firms named in the com-
plaint prohibited from bidding on
government contracts for three to
five years,

Named in the complaints filed yes-

terday are:

. Meredith-Worley Inc. of Vista,
its two major principals, Ralph Mer-
edith and Herman Worley, and a
foremasn, Tom Franklin

The company had a $1.7-millica
contract to paint buildings at Camp
Pendleton, The Department of Labor
determined that 86 employees were
underpaid $399,665.

o Thomas Electric of £l Cajon,

charged ‘in conpection with its

$90,554 subcontract work on the
Golden Age Gardeo Apartments, 740
S. 36th St San Diego. Ten employees
were allegedly underpaid $21,411.
The firm's president, Glenn Thom-
as, also is charged with making a
false report to the Department of

Housing and Urban Development re-

garding the wages.

@ United Constructors of EI Cajon,
involved in a §162,000 subcontract on
the Golden Age housing project,
accused of underpaying 18 employ-
ees $24,940.

@ Henry Rock, owner of Rainbow
Construction of Hemet, involved in a
$525,584 subcontract on the Mariner’s
Cove federally sponsored housing
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The US. Attorney’s Office yester-

project at Nimitz Boulevard and W.
Point Loma Boulevard, charged with
underpaying eight workers $32,855.

e Ramon Aguilar, a principal in
Hacienda Landscape of Lemon
Grove, accused of underpaying 86
employees $137,577. The firm had a
$763,350 prime contract on Freeway
I-15 in the Miramar and Poway
areas and a $190,943 subcontract on
Freeway 1-8 east of College Avenue
to west of Fleicher Parkway. _

o William Baker, former owner of
Baker Electrician, 5570 University
Ave., charged in conpection w:th a
$99,850 electrical subcontract oh the
$15 million Cerro Pueblo low-in-
come housing preject for the elderly
at 282545 Clairemont Dr, Three em-
ployees were allegedly underpaid
$40,021.

¢ RGR of Ramona, its president,
Mike Good, and foreman, Don Bass,
accused of underpaying 29 workers
$40,021. Charges involve work on the
$2.6 million Montecito Village Apart-
ments public housing project at 1464
Montecito Road, Ramona. The
project was financed by HUD.

o TWN of San Diego, in connection
with a $129,037 Navy contract for
electrical work at the Marine Corps

Recruit Depot. Ten employees were

allegedly underpaid $28,780.

The companies and individuals
named in the complaint are charged
with faisely telling the federal gov-
ermment that they were paying pre-
vailing wages. The maximum penal-
ty for false statements in reporting
wages is a five-year prison sentence
and a $10,000 fine.

Assistant US. Attorney Eve D.

Bermingbam said yesterday that the
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majority of firms and individuals
charged have agreed to pay the back
wages owed.

- 1t will be up the judge involved to
decifle whether the firms and offi-
cers will still face criminal penalties
even if they repay the wages owed
the employees, Bermingham said.

Bowie said the charges follow an
investigation by the Offices of the In-
spectors General of the departments
of Labor and Housing and Urban De-
velopment, with assistance from the
Federal Bureau of Investigation and
Naval Investigative Service.

William Landreth, an agent with
the Office of Inspector General for
the Department of Labor, said at the
press conference that in fiscal year
1984 a total of 1,280 employees in
Southern California were involved in
underpayment of $1.7 million on
their wages.

Bowie said authorities are con-
cerned not only about protecting em-
ployees but honest contractors as
well — those who are precluded
from winning government contracts
because of low bidding by those who
do not intend to pay prevailing
wages.

Bianco, the Oceanside welding
company owner named in Friday's
indictment, is to be returned here
socn frem Illinois to face charges of
inducing kickbacks from five of his
former employees and for making
false statements about the payment
of some of his workers in 1943,

Bermingham said the kickbacks
involve threats of loss of employ-
ment if part of the wages paid were
not turned over.
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9 Companies
Accused of
Underpaying
Employees

By BILL, RIPTER,
San Diego County Business Editor

Federal authorities on Monday
-gcoused nine firms and individuals
of violating “prevailing wage" laws
by underpaying warkers at several
local construction projects over a
two-year period. o

The firms are believed to have
underpaid 256 workers & total of
$712401 when they worked on
federally contracted projects in San
Diego in 1982 and 1983, according
1o Assistant U.S. Atty. Eve Ber-
mingham, who cpordinated the
yearlong inveatigation.

Eight of the firms were based in
San Diego at the time of the
violations, she said.

"Each of the companies faces one
eriminal charge of making a false
statement tp a federal department
or agency, which carries & max-
mum prigen gentence of five yaars
and a fine of up to $10,000. -

- In addition, the owner of one of

the companies, Alan Jay Bianco of
Bianto Welding in Oceanside, was
indicted by a federal grand jury

Friday on 15 charges of {iling false

payroll reports and taking kick-
backs from public works employ-

tors’ attempts to enforce the Da-
vis~Bacon Acl, passed by Congresa
in 1931 to guarantee that workers
on federally ¢oniracted projects are
paid the prevailing wage in that
particular area. T
The legal action is nol only
designed to penalize offendera and
recaover wages, but also to protect
hanesat contractors from loging joba
because they pay legal wages.
“We're {also) concerned about
the legitimate contractors who bid
‘uging prevailing wages and always
lase out to the guy who bids low,”

Please ses ACCUSED, Fage 2B

The charges are local prodecu-.

i
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84id Bermingham. “Some contrac-

clgrs dﬂrll'l iven bid anymore pe-
use they know they’ i

get low-bglled." FyTe going Lo
The firms had stated in docu-

ments to the Department of Labar

that they were paying the prevail -

g wage o their workers. Instead

authorities contend, the firms
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pocketed the difference,

In addition to Bianco Welding
the named firms were Meredilh:
WOriey Inc. of Vista, Thomas Elee-
wric of El Cajon, United Construec-
l.c:rs of El (f:au'on, Raiobaw Con-
struction of Hemetl, Haciend
Landsg:a_pe of Lemon Grove, Bake:
Electrician of San Diego, RGR of
Ramona and TWN of San Diego.

The contracts included work on
San Diego freeways, low-income
housing and mililary facilities.
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Penalty imposed in wages case

By Bill Ott

Staff Writer

The former owner of a small firm
that paid substandard wages on a
subcontract for electrical work at a
federally funded housing project
here was ordered yesterday to make
restitution to three underpaid work-
ers, was fined $1,000 and placed on
probation for three years.

U.S. District Court Judge Leland C.
Nielsen imposed the penalty on Wii-
liam Baker, former owner of Baker
Electrician.

Baker, now employed by another
firm, pleaded guilty to making a
false statement in certifying to fed-

eral authorifies in 1982 that he was.

paying his workers prevailing rates
of the community. In entering his
plea, he voluntarily agreed to being
barred from bidding on any govern-
ment projects during his probation.
The criminal complaint on the
false statement alleged that he un-
derpaid three workers $18,760 in con-

nection with a $99,850 subcontract en
the $1.5 million Cerro Pueblo low-
income housing project for the elder-
ly at 2825-45 Clairemont Drive.

The Davis-Baker Act requires that
workers on federally funded projects
be paid at the prevailing rates of the
local area involved.

Raker's attorney, Warren William-
son, told the court that $21,000, repre-
senting the last payment on his for-
mer subcontract, has been withheld
by the government and is sufficient
to make restitution on the pay owed
to the three employees.

Baker is among nine firms and in-
dividuals charged with making false
statements in connection with the re-
quirement to pay prevailing rates on
federally funded projects.

In other developments yesterday,
guilty pleas to false statement alle-
gations were entered by Glenn
Thomas, president of Thomas Elec-

=)

tric in E! Cajon, and by the firm it-
self. ‘

Thomas and his firm were charged
in connection with a $99,554 subcon-
tract on the Golden Age Garden
Apartments, 740 S. 36th St., San
Diego. Ten employees were allegedly
underpaid $21,411.

Autorney Ray Zvetina, represent-
ing Thomas, said his firm is a small,
oon-union shop and his bid for the
work was based on non-union pay
scales. ‘

Thomas and his firm entered pleas
under an agreement in which the
government will file no additional
charges in connection with the inci-
dent. Thomas also agreed to be
barred from bidding on government
work and to make restitution to em-
ployees,

He and his firm are scheduled to
be sentenced on April 1.
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Tweo cxecutivea of East County’
construction firms pleaded guilty
_Monday_to submitting false state-
ments regarding underpayment to
their workers on federally funded
projects. Glenn Thomas, president
of Thomas Electric of El Cajon,

‘pleaded guilty to making a false

report to the U.S, Deparunent of
Housing and Urban Development,
U .S. District Judge Leland Nielsen
set sentencing for Apri 1 for
Thorpas, who couid be ordered to
repay 10 workers the $21 411 they
were underpaid. Ramon Aguilar,
identified by Assistant US. Atty.
Eve Bermingham as a partner in
Hacienda Landscape of Lemon
Grove, pleaded guilty to making
false statements to the U.S. De-
partment.of Labor. Aguilar under-
paid 86 workers $137,577 for work
they did on Interstate 8 in the East
County. He also will be sentenced
in April. The firms were among
nine companies charged last week
with not paying their workers the
prevailing wages of the local com-
munity ~a requirement of the Da-
vis-Bacon Act for federally funded
projects. A third executive, Wiltiam
Baker of Baker Electrician of San
Diego pleaded guilty Monday to
making false statements in the
underpayment of $18,760 to three
emplqyees.

2-12-885
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‘'SAN DIEGO COUNTY DIGEST
San Diego

Henry Rock, who was accused in
1884 of violating federal wage
guidelines while his company
worked on an $18-million federally
funded construction project, Mon-
day was placed on five years’
probation and ordered not to bid on
federal contracts for three years.

Rock, who heads the Rainbow
Construction Co., was also given
two years by U.S. District Judge
William Enright to settle a pay
dispute with PBMC Inc., the prime
contractor on the project.

Carpenters who worked on Mari-
ner's Cove, a 500-unit federally
subsidized apartment complex,
were guaranteed wages of $20.99
an hour by the 1.5, Department of
Labor. However, some carpenters
were paid anywhere from $5.99 to
$15.99 an hour by Rock. Rock was
ordered to make $32,000 in restitu-
tion to the underpaid workers.

In court, Rock produced a docu-
ment showing that he had paid the
money through PBMC, a Northern
Califernia construction company.
Attorneys for PBMC disputed the

-document, and Enright gave Rock.
and PBMC officials itwo years to
settle the dispute. Enright ruled
that, if Rock has made restitution,

he will h $10,000 fine. If
EEIE o o S s LA TIMES
has not been made, Rock will be

forced 1o pay the $32,000. 4 - ! e - 5 5
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Judge Defers’
Fine For
Henry Rock

_ Rainbow Construction Co. owner.
Henry Rock, who pleaded guilty to

a single count of making a false.

statement on prevailing wage re-
ports in conjunction with his s'ubr-
contract on the 500-unit Mariner’s
Cove apartments project in San
Diego, has been placed on five
years probation and forbidden to
engage in government contracting
for three years.

Senior U.8. District Court Judge
Howard B. Turrentine — not
wishing to interfere with possible
civil litigation between PBMC Inc.
of Foster City, general contractor
on the project, and Rock — deferred
for up to two years a possible

~ $10,000 fine for Rock.
: Assistant U.S. Attorney Eve

Bermingham said more than -

$32,000 which Rock owed his em-
ployees for their woxi;"?i?nstalling
‘doors and cabinets™af Mariner's
-Cove has been deposited by PBMC
Inc. with the U.8. Department of
‘Labor for payment to the workers.

Bl BorRlS - R.E. EDIOR

Turrentine's order, she said, will'
require Rock to pay a $10,000 fine
unless he is sued in a civil action by
PBMC and ordered by a court or by
the Department of Labor to make.
restitution of the $32,000.

The federal probation office is.to
follow the case to insure that the
judge’s order is kept.

The Mariner’s Cove project at
Point Loma and Nimitz Boulevards
combined city-leased land, feder-
ally backed financing and private
development of 500 apartment
units, a portion of which are re-
served for low and middle-income
occupants.

- Because federal funding was us-
ed, contractors were required to
pay prevailing (union-scale) wages.

- Several subcontractors on the pro-

ject, however, were accused of pay-

- ing lower wages and, in some cases,
‘of hiring illegal aliens.

. Some of Rock’s employees said
‘his firm had bid too low on the pro-

.ject, had issved payroll checks that

‘bounced then had stopped issuing
checks for work performed. '



