uay 1n Corruption at the
Department of Education

Dan Schultz, RIGA
Gary Mathison, SAC

1

*Published by SSA OIG with permission from the author -- 2006



ey
-V

SCUELA DE A COMUNID A&
OR. ARTURO MORALES CARRION

ELEMEN I
E INTEMMEDIA 3

h
oo







ACIONE
RA DEJAR
R PASAJEROS




*Published by SSA OIG with permis



7

Archivo / PRIMERA HORA




g

o

VICTOR FAJARDO

Fam I



Ol G Audits

o,
ITED ST
MENT OF ED

—

Puerto Rice Department of Education
D¥id Not Administer Properly Three Contracts
With R.V. Research and Management Group. Inc.

Puerto Rico Department of Education FINAL AUDIT REPORT
Did Nol Administer Properly a $9,700,000 Contract

Wilhh Natioual Schoul Services of Puerio Rico

Puerte Rico Department of Education
Dhid Not Administer Properly Title I Contracts
With Natianal Schoal Services of Puerto Ricn
For the 19992000 and 2000/2001 Schaol Years

FINAL AUDIT REPORT

FINAL AUDIT REPORT

Audit Contral Number ED-OTIG/A(1-A0004
Mareh 2001
FINAL AUDIT REPORT

Audit Control Number ED-O1G/AD2-B0025
September 2002

ED-CHG/A-BDOIZ
Seplember 20}

$15.5 Million in Unsupported Costs
$2.9 Million in Questioned Costs
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NS0l ESelcENeRECOmPELtVE bid contracts (* Professional
SEVIICESHEXEMPLION)
\CCEpLEd contiiaetons: llump-sum biids without a breakout or
NeqotiationIBrIine itemicosts
. . , -
Pald for guestionzdle costs
m Fallure tofollow: recommendations of PRDE’s Contract
Award Panel's and Office of LLegal Counsel on competitive

contracts
m Prompt payments to certain contractors

9

*Published by SSA OIG with permission from the author -- 2006



ol

fie& Drug Free School Funds
i

0o)Used funds to pay

SCEEINSECUNItY guards to:
Y

- . I a :
Frenspertisicnildren to private schools

= Guard hispe residence
= Provide personal security
m Valet park cars at house parties

m Walk his dog twice daily
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. IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF PUERTO RICO

UNITED STATES OF AMERICA, INDICTMENT

,
Plafntiff, CRIMINAL NO. 02- #2 (TAF
¥, VIOLATIOMS:

(1) VICTOR FAJARDO VELEZ, 18 USC § 1951

(2) JOSE OMAR CRUZ MERCADQ, 18 USC § 1956(a)(1)(B){i} and 2
(3) RUPERTQ VAZQUEZ LOFPEZ, 18 USC § 982

(4) MARTA RAMOS MATOS, a'k/a 18 USC Sec. 666

“Bihi", 18USC§2

{5} MARIA T. PEREZ HUERTAS, a/k/a
iiMﬂj[mﬂ’ - =
(6) JESUS EMILIO RIVERA CLASS, ZEL G
(7) EDUARDO FUERTES PASARELL, s
(8) JOSE E. SANTOS RODRIGUEZ, |
(%) VICTOR J. ALVAREZ RAMOS, Tl =
(10) FIDEL ALONSO VALLS, SEe L
{11) RICHARD D"COSTA OFREY, =
{12) VICTORLA VARGAS ESQUILIN,
(13) NORMAN T. OLSON Jr.,

{14} MARTA JI. SANTOS SANCHEZ,
{15} ROBERTO O. BONANO
RODRIGUEZ,
(16) ANGEL A. PABON MOLINA, )
(17) SYLYIA JANET LOPEZ VELEZ

Defendants.

ERRLY

THE GRAND JURY CHARGES:

INTRODUCTION

1. At fimes material to this Indictment, the Puerto Rico Deparmment of Education

o LLTR T A R N e ek o E The et T e ] med Doy P B ERLEE S



Assoc. Secretary Cruz

Secretary Fajardo

$4.3 millionin
kickbacks

Special Assistant
Heurtas
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PHEHENRICO
Coplirelcio)fs

S13eimiliien i centracts
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Secretary [Fgjando Assoc. Secretary Cruz Ruperto Vazquez

50 % 35% 15%

$4.5 millioniin PRDE contracts
$1.3 million in subcontractor payments
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Secretary Fajando Maria Ramos

$2.1 million in subcontractor payments
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Puerto Rico faces
corruption scandal

'with vow of change

Federal Sentence:
12'years and 7 months

$1.3M in forfeitures
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.J. judge sentences Fajardo to 25 years

¥ GARLOS ANTONIO OTERO
tero@sanjuanstarmedia.net

The STAR Staff
fter accepting a plea-bargain agreement between former
i Education Secretary Victor Fajardo and the Special
Independent Prosecutor’s Office, San Juan Superior
art Judge Kalil Bacé on Thursday sentenced Fajardo to 25
xs in prison for racketeering, extortion and ethics violations.
he sentence is concurrent with the 12-plus-year conviction
ardo got in federal court on similar charges related to a $4.3
lion extortion scheme at the Education Department he
ected during his tenure.
n Thursday, Fajardo pleaded guilty to 36 of the 45 charges
1ding against him.
[P César Ldpez Cintrén agreed to drop nine counts related to
use of Education funds — about $229,000 from the Drugs
| Weapons Free School Zone program. Fajardo was charged
h using the public funds to pay for a security detail for his
iy and to transport political propaganda during a New
gressive Party primary activity in Ponce.

Lexchange for the dropping of these charges, Fajardo agreed .
Bark f ] iditional b fogerl

incurred while prosecuting the case.
ae former secretary also accepted as part of the plea-bargain

eement to fully cooperate with the SIP or Justice in any
iding investigation.

yjardo, 54, dressed in the cream-colored uniform of federal

soners, said during a morning hearing he had repented.
never intended to end my professional career like this;” he
1.“1 also never imagined my actions could bring so much

| me to my wife of 31 years, my children, my niece and my

| sest relatives, I broke their trust, and that of the people of

:tto Rico?”

These things [for which I pleaded guilty] have been moved by
search for personal improvement and the benefit to the ideo-

ical group that inspired me at that moment;" Fajardo said.

ne former teacher used to raise large sums of money from

STAR FILE PHOTO

Former Education Secretary Victor Fajardo is brought
into a hearing at the San Juan Judicial Center.

contracts with the agency. He also created ghost companies

ication contractors in exchange for multi-million-dollar ~ where he transferred large amounts of Education funds.

“Today I reiterate before this court I sincerely repent,” he said.

Attorneys for the disgraced former Cabinet chief said that
Fajardo could walk out of prison in a little over nine years, after
completing 85 percent of his federal sentence. Defense attorney
Héctor Santiago said if the Ist Circuit of Appeals Court in
Boston rules in his regarding the sentence handed down
against him by U.S. District Chief Judge Héctor Laffitte, Fajardo
could get out on probation in five to seven years.

Laffitte revoked Fajardo’s cooperation agreement with federal
authorities after determining he had incurred in perjury dur-
ing court testimony,

Santiago said once Fajardo serves his term in a prison on the
mainland, he could come bacl to the island, and spend the rest
of his local conviction on probation.

Fajardo’s other attorney, Osvaldo Carlo Linares, said his dlient
wants to serve his time at a prison in Miami. He is currently
serving time at the Mefropolitan Detention Center in
Guaynabo. _ :

Fajardo has agreed to cooperate with the SIP and Justice in
other pending investigations. In exchange, no more charges will
be filed against him, his relatives or his friends who worked for
the ghost companies he created in relation to this case.

“With this ruling, the SIP ends the case against Fajardo,
Lépez Cintrén said while leaving the courtroom.

He stressed Justice can still charge Fajardo in relation to other
cases that have yet to surface. He said Justice is investigating the
management of Education funds assigned to the school lunch
program.

Though Justice Secretary Anabelle Rodriguez has said she
would not use Fajardo as a witness during her investigations
after he lied in federal court, a Justice prosecutor visited Fajardo
a month ago, Santiago said.

The attorney said Fajardo was interviewed in relation to the
case of Education contractors who allegedly paid him bribes in
exchange for agency contracts.

Fajardo worked in several posts at the Education Department,
starting as a teacher. In December 1992, former Gov. Pedro
Rossell6 recruited him to head the agency, at age 43.




Federal Sentence 11 Years
$600,000 in Forfeitures

State Sentence 6 Y ears A
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VICTOR FAJARDG VELEZ

VICTOR ALVAREZ RAMOS RONERTO BONANG BOBRICTEE.

SLARIA P RIE HUERT A%

DU ARDO FUERTES PASARELL FUSES B MIVERA CLASS S0ST SANTOS ROURIGUEE.

WICTORLA VARDAS ESOUILIN

MLARIA 4 RAMOS MATOR FTLVIA JANET LOMT
AN PRAON ML

WURIETO VATGULE LOFET
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Olson guilty of attempted
. | bribery in Educ:tion case
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than 54 meiliemn kedhace and my-lanndering scherme Ae ths  padge spoke. Hsan ware 3 loak o m=ignatian mnd
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US DeptT Educétion
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T
W wsinegsirian Norman-Olsen was sen-
8% tenced 0 2 10-year prison term on
18 Fiiday for his role 1o 4 $4.3 million
kickback scheme at the Education
Depattmentin thelate 9905, -
-19an Juan Superior Courl Judge Kalil Bach
‘handed down 10-year sentences for eack of

Viha 06T atempid UEIBETY CORVICTIONS, -

1 but deemined thtthe e wold o

b~

| b=
@

'~ National School Services has been behind bars
%4 the Bapamén Regional Prison sincé Bacg

e found bim guilty on all harges n abench tie)
Jast ek,

03/20/2008 05:3

o]

conctitrently, The convicted former Education

‘o Depirtment contractor had faced up to 4
T yeats in prison,

The 62-yeat-old president of Chicago-based

GIsnrfs""Vﬁfe.,\m daughtérs,a sonanda close
friend had flow in from Chicago and viere f
the courtroom Frtday when he was ledin for

sentencing clad in prison khakis, ankle chains -

end a black rosary around hisright wris,
The convicte” ~ontractor was allowed {0

MAes B L A A
e M el I !
KRS RO B

sonsentencedtof0yearsin
prison in Education kickback case

address Baof before being sentenced at the
San juan Judicial Center, '

“Trespect the courfs decision even thoigh |
feel 1 am intocent of the chatges Olson said.

“And, L am confident in the fustice systern of
the Commonmvealth of Puerth Rico be added,

Defense-ttornes Jorge Diax Reverén and
Eduardo de fesds appealed Olsar'é ramviétions
and sccessioly aigited Ut their client poses
1o fight risk and should be freed on bond
peading a decision by a higher court, -

“Twill not fight extradition. I will not dishon.
or ray eily orthis caurt by becoming a g
tvey Clson repeated several times, sweating
under oath he would rehurn to Puerto Rico if
the appeals court or the corfmenwealth
Supreme Coutt decides to uphold the verdict
and sentence rendered by Bacé,

The udge set bond at $40,000-and ordered
Olson’ release based on “the convict’ good
character” and because Re hai no prior ctimi-
nal record, '

“The type of petson we have before us poses
20 threat to society and is ot a vilent per-

sony Baod said,

With no family ties and no curent business
dealings in Puertd Rico, there i nothitg fo
keep Olson from refusing to return to the
island if freed and alowed to go home to

Allinods, countered prosecutor  Alberto

Valefte) inarging apainstbal,

T_ﬁ_‘i :"’I""‘ alan ’*"":"J Sl mann )

equest that Olson's passpot be confiscated,
According to the charges, Olson kicked back
more than $73,000 between 1999 and 2000 {n
exchange for juicy contracts with the
Bducation Department under Fajardo,
Prosecutors said sotme of the money was fun-
neled to cover New Pragressive Party bill
while part of the payofls went straight to
Fjardo, and his then-Depoty Bducation

 Secretary José Omar Cruz Metcado n the form

of cash, trps and other gift,

Fejardo and Crizz have pleaded guily to fed-
cral and local charges stemming from the
scheme and are both serving more than 10-
vear setences in federal prison.

ion was amang nearly  dozen Education
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Norman Btson

Department contractors indicted in January
2002 on federal charges in the scheme to
divert and lunder federal education funds.
Those federal cases fell apart and the charges
wete dismissed in October 2002 when the
US.Attorney’s Office determined Fajardo
commitied pecjury dering the trial of oo-
defendants Marla Teresa “Maritr™ " Péres
Huertas, Olson and aftorney Robert,  jano



LiccessfL 1] erai-prosecutlon of former
fo'Rico Education Officials and
contractors.
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