AGENDA
Briefing Session with City Leaders

Hennepin County Government Center — Conference Room (C2072)
December 19, 2022 | 10:00 — 11:00 a.m.

R Labor Advisory Council..........ccceceieeeiieniiennniciencieeecenencenenns Mike Freeman (10 minutes)
a. See attached Labor Advisory Council meeting minutes

1. Makarios Estimate of Regional Prevalence of Wage Theft.....Mike Freeman (10 minutes)
a. See attached report from Kyle Makarios

lll.  Statewide System of Investigations..........ccccceeveeiirnnirnnneniananes Susan Crumb (10 minutes)
a. See attached handoff protocol

IV.  Proposed City-County Partnership on Investigators............ Dan McConnell (10 minutes)

Adjourn



Labor Advisory Council Committee Minutes
January 31, 2022
1:00-2:30 p.m.
Hennepin County Government Center — Conference Room (C2350)

Attendees:
e Nicole Blissenbach e Dan McConnell
e Octavio Chung Bustamante e Tony McGarvey
¢ John Choi (Co-Chair) e Joe Moenck
e Mike Christenson e Jonathan Moler
e Susan Crumb e Daniel Moore
e Adam Duininck e Michael Moore
e Jim Farrell e Don Mullin
e Mike Freeman (Co-Chair) e Merle Payne
e Chelsie Glaubitz Gabiou e Kera Peterson
e John Kelly e Tim Sturdivant
e Madeline Lohman e John Thorson
e Roy Magnuson e Chris Tolbert
e Kyle Makarios e Simon Trautman
e Michael Martin e Mike Wilde
Agenda:

l. Welcome - Mike Freeman (5 minutes)
a. Introduction of Members
b. Approval of Agenda:
i. Prevalence report
ii. Hand-off process
ii. Investigator resources
. Introduction — John Choi (5 minutes)
a. Review of Minutes
b. Workplan review
1. Prevalence of Wage Theft — Kyle Makarios (15 minutes)
a. Presentation of report: Estimated Prevalence of Wage Theft in the
Construction Industry in Hennepin and Ramsey Counties
b. Discussion
c. Adoption of report
Iv. Hand-off Process — Mike Wilde (15 minutes)
a. Presentation of hand-off process from civil to criminal investigators



b. Discussion
c. Adoption of report

V. Investigator Resource — Mike Freeman (5 minutes)
VI. Ramsey County Update - John Choi (5 minutes)
VIl. Next Steps — Mike Freeman (10 minutes)
a. Review Cases
b. Review Progress
Discussion:
. Welcome
a. Hennepin County Attorney and co-chair Mike Freeman called the meeting to

order. Freeman asked that the Council seek to finish within one hour and
referred members to the revised agenda and materials.

Freeman restated the goal of using members’ time well, providing that
members may always opt out when a meeting is not worthwhile, and
emphasizing teamwork reflected in the work plan.

Freeman then previewed agenda and complimented the presenters for their
work products—the Prevalence of Wage Theft Report by Kyle Makarios and the
investigative hand-off process plan by Mike Wilde and team.

Introduction

a.

Ramsey County Attorney and Co-chair John Choi reviewed the revised minutes
and sought comments or further revisions. None were offered and Choi
recommended the minutes to the Council as a roadmap for the workplan.
Choi also announced the hire of Jacob Shawbock as the Ramsey County full-
time investigator and Freeman announced that the Hennepin County Sheriff
has committed to an increase in investigative resources and the designation of
a representative for the Council.

Prevalence of Wage Theft

a.

Kyle Makarios presented his report on the prevalence of wage theft in Hennepin
and Ramsey Counties.
i. First, he defined the terms of wage theft, misclassification, and payroll
fraud.
ii. Second, Makarios explained the report's focus on the construction
industry.
iii. Third, he explained the competitive advantages won by non-compliant
contractors in wages and benefits stolen.



iv. Fourth, existing national studies were reviewed, methodology explained,
Minnesota and Wisconsin studies reviewed, and estimates provided for
local conditions.

v. Makarios then concluded that almost 40,000 construction workers
resident in Hennepin and Ramsey Counties were subject to wage theft,
$3 million in wages were stolen, and over $11 million in shifts from
unemployment and Social Security payments as a result.

b. Freeman thanked Makarios for his report and asked that members circulate it
through City Councils, County Boards, and labor councils.

IV.  Hand-off Process
a. Mike Wilde reported on the effort of a team which also included Susan Crumb,
Jonathan Moler, John Kelly, Nicole Blissenbach, and Jim Farrell.

i. Their report and diagram of a proposed hand-off process has been
shared and approved by State and other investigative authorities. The
hand-off protocol defines points of entry, the differences between
criminal and civil investigation, the bias towards continuing civil
investigations at the same time as criminal, referral from civil to criminal
but not vice-versa, and the recommended hand-off protocol.

V. Approvals

a. Co-chair Freeman sought Council approval for the Prevalence Report and the
hand-off process. Both passed unanimously.

b. Further discussion raised the problems of witnessing wage theft—recruiting
and holding witnesses with fears of consequences like reporting to immigration
agencies.

i. Freeman asked the advocates to advise the group of best-practice
programming for witness assurance.

ii. Dan McConnell asked about federal authority and Freeman promised to
take up the Labor Advisory Council report with the new U.S. Attorney.

iii. Choi is also seeking more clarity for local agencies that must distinguish
between civil and criminal matters.

iv. The hand-off report can be shared with these agencies, and Blissenbach
provided further detail on state guidance around continuing civil
investigations during criminal matters.

VI. Comments on Reports
a. Merle Payne recommended a focus on witness assurance and lessons learned
from cases now primed to travel through the protocol.



VII.

VIIL.

Adam Duininck praised the prevalence report and sought Council engagement
on circulating it.

Madeline Lohman called the hand-off protocol a “dream come true” and
sought name and contact information across the agencies listed in the
document. She recommended that agencies and advocates push this out now.
Freeman encouraged all to distribute Labor Advisory Council’s approved
materials as useful. Freeman stated that the time to open the investigative
pathways for wage theft is now, and the cases should thus begin.

Simon Trautman praised the alignment of resources and the great vision of the
Council in figuring out the right system interventions. He will be touching base
with local governments and police chiefs and offered the view that no police
officer will identify this behavior as criminal—so there’s outreach needed.

Joe Moenck offered to reach out to licensing authorities as a point of contract.

Investigative Resources

a.

Ramsey County's full-time investigator is in place and Hennepin County Sheriff
Hutchinson will be naming a counterpart soon, according to McConnell who
formally requested that in Hennepin.

The Labor Advisory Council has secured the investigative resources sought and
Mike Martin has been designated by Sheriff Fletcher as the Office’'s member to
the Council.

Next Steps

a.

Freeman summarized the meeting and asked all members to circulate the
protocol and prevalence report to their respective boards and councils. He also
wondered about legislative agendas on wage theft.

Crumb said the existing statutory regime is adequate for the cases we want to
pursue. Blissenbach noted that the Senate may take up a bill which proposes
changes to the statute or cut back protections, and her office is seeking funding
for prevailing wage enforcement.

Payne was invited by Freeman to lead an effort to capture best practices for
witness assurance.

Choi reminded the Council that the Minnesota Attorney General would again
be seeking resources for a larger criminal prosecution division and urged
support.



IX. Adjournment
a. Co-chair Freeman announced the Council adjourned at 1:57 pm.

Respectfully submitted,

Jim Farrell
Committee staff



ESTIMATED PREVALENCE OF WAGE THEFT IN THE CONSTRUCTION
INDUSTRY IN HENNEPIN AND RAMSEY COUNTIES

A Report Prepared for the Labor Advisory Council
Co-chaired by Hennepin County Attorney Michael O. Freeman and
Ramsey County Attorney John J. Choi

Prepared by J. Kyle Makarios

January 2022




This report puts statistics behind what workers know to be true day to day. As our economy changes, the
ways wage theft appears also changes. This research and reporting is long overdue and is needed to
continue to fully understand the extent of this critical issue. Wage theft is prevalent not in only in the
construction industry, but across all industries—particularly segmented and subcontracted industries. We
are so excited that this innovative collaboration is forming and look forward to the continuation of these
reports.

- Chelsie Glaubitz Gabiou, President Minneapolis Regional Labor Federation, AFL-CIO

J. Kyle Makarios provides compelling research that documents the shocking scope of worker abuse in the
construction industry in Hennepin and Ramsey Counties. The report details the methods used by abusive
employers and the costs borne by workers themselves and by our communities. The Advocates for Human
Rights has heard these stories across industries and across the state and this report finally provides
concrete numbers that demonstrate the problem extends beyond a few bad actors. Only by strengthening
our systems for holding abusive employers accountable and ending a culture of impunity for violations of
workers' rights, can we ensure workers both in and outside the construction industry are paid what they
are owed.
- Madeline Lohman, Senior Researcher, The Advocates for Human Rights

J. Kyle Makarios effectively synthesizes academic research and public data in his report about the
estimated prevalence of wage theft in the construction industry in Hennepin and Ramsey Counties. His
report provides members of the Labor Advisory Council to Hennepin County Attorney Michael O. Freeman
and Ramsey County Attorney John Choi with a framework for a shared understanding of the prevalence
of payroll fraud, worker misclassification, and wage theft in the construction industry. It also shines a light
on the negative economic impacts that these illegal practices may have on construction workers in
Hennepin and Ramsey Counties. Finally, through a discussion of the Minnesota Fair Labor Standards Act
and the Minnesota Wage Theft Law, Makarios discusses some instances of worker misclassification and
wage theft that merited remedies available through both civil and criminal proceedings, and demonstrates
how the work that the County Attorneys are undertaking in partnership with a shared Labor Advisory
Council could be especially impactful in disrupting patterns of criminal behavior that exploit workers.
- Kera Peterson, President Saint Paul Regional Labor Federation, AFL-CIO

This report succinctly captures and summarizes illegal employment practices that are growing stronger in
Minnesota. Makarios relies on sound academic studies to support the prevalence of illegal
misclassification, which masquerades as an acceptable business model when it is often theft and
exploitation. Cash-only construction work is also revealed as a shadow economy used by employers that
rob the public coffers and jeopardize the safety and legal protections of the workers.

The civil enforcement silos used to address these problems have not worked in the past and this report
supports the idea of using criminal investigations to address crimes against our local workforce.
- Mike Wilde, Executive Director of the Fair Contracting Foundation of Minnesota




l. Overview

Wage theft occurs when an employer fails to pay an employee all wages earned. It is
illegal in Minnesota. Common illegal wage-theft practices include:

paying less than the minimum wage,

not paying time-and-a-half for overtime,

requiring work off the clock without pay,

misclassifying employees as independent contractors, and
making unauthorized paycheck deductions.
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In May 2019, the Minnesota Legislature passed the Minnesota Wage Theft Prevention Act
to create additional protections for workers, including adding criminal penalties for
employers who commit wage theft.

Reports of wage theft are particularly common in the construction industry, where price
pressures and competitive bidding incentivize contractors to minimize labor costs. This
report, prepared for the Labor Advisory Council created by Hennepin County Attorney
Mike Freeman and Ramsey County Attorney John Choi, estimates the prevalence of wage
theft in the construction industry by examining topical national, regional, and state studies
and data.

Wage theft happens in a variety of ways, but recent scholarship has focused on what is
commonly referred to as worker misclassification or payroll fraud. Terri Gerstein, the
Director of State and Local Enforcement Project at Harvard Law School’s Labor and
Worklife Program, defines these topics™:

When employers wrongly treat workers as independent contractors instead
of as employees, this is known as misclassification. When employers pay
workers in unreported cash “off the books,” this leads to payroll fraud. Both
practices result in employer failure to pay unemployment insurance taxes or
buy required workers’ compensation insurance; they are often also
accompanied by various forms of wage theft. Misclassification and payroll
fraud harm workers, deprive public coffers of revenue, and hurt honest
employers who struggle to compete with lawbreakers.

' Terri Gerstein, “How district attorneys and state attorneys general are fighting workplace abuses” (2021)
Endnote 3. https://www.epi.org/publication/fighting-workplace-abuses-criminal-prosecutions-of-wage-
theft-and-other-employer-crimes-against-workers/



In their 2020 national study, An Empirical Methodology to Estimate the Incidence and Costs
of Payroll Fraud in the Construction Industry,? Professors Ormiston, Belman, and Erlich
define payroll fraud this way:

One of the most pervasive and caustic of these illegal practices is payroll
fraud. This encapsulates two types of employer actions: (a) misclassifying
employees as independent contractors and (b) paying workers “off-the-
books” in cash-only arrangements. Employers exploit these practices to
evade their legal responsibilities of paying workers overtime rates and
contributing to social insurance programs.

Most studies on illegal employment practices in the construction industry focus on this
problem rather than wage theft per se. However, it is clear that payroll fraud and worker
misclassification are frequent ways that employers in this industry commit wage theft,
although wage theft also regularly impacts traditional employees as well.

In the Minnesota construction industry, we see misclassification and payroll fraud play out
in a couple of common scenarios. When workers are misclassified as independent
contractors, a prime contractor on a construction site, such as the company hired to install
drywall on the project, pays their workers as if they were each an independent business.
While the prime contractor tells the workers what to do, how to do it, sets the schedule,
and dictates the rate of pay, they pretend (on paper, at least) that they don’t have any
construction employees, but rather contract with independent companies. They are then
paid with a company check with no deductions, as if this were a business-to-business
transaction. The prime contractor does not pay for workers’ compensation or
unemployment insurance, does not pay the employer share of Social Security or Medicare
taxes, and does not provide any benefits. In theory, the workers would cover themselves
as independent businesses. According to a 2007 evaluation report by the Minnesota
Office of the Legislative Auditor, a drywall company who misclassifies workers as
independent contractors instead of employees saves 26% on labor costs compared to a
company who pays workers as employees.?

However, the relationship between a contractor and its workers as employees or
independent contractors is defined by law (Minn. Stat. § 326B.701), not by how they are

2 Russell Ormiston, Dale Belman, and Mark Erlich, “An Empirical Methodology to Estimate the Incidence
and Costs of Payroll Fraud in the Construction Industry” (2020), p. 2. https://stoptaxfraud.net/wp-
content/uploads/2020/03/National-Carpenters-Study-Methodology-for-Wage-and-Tax-Fraud-Report-
FINAL.pdf

3 Office of the Legislative Auditor, State of Minnesota, “Evaluation Report: Misclassification of Employees
as Independent Contractors (2007) P.10. https://www.auditor.leg.state.mn.us/ped/pedrep/missclass.pdf

4



paid. For this arrangement to be legal, each independent contractor would need to
register with the State’s Department of Labor and Industry as a construction company,
and it would have to maintain its actual independence as a separate business entity as
defined by nine factors in the law (has a federal tax ID, operates under contract, is
responsible for the completion of the services for which they're under contract, etc.)?
Violations of this statute carries civil penalties.

A more common scheme is for workers to be paid “off the books” in cash or by personal
check. Generally, the prime subcontractor has no employees on their payroll, but hires a
“labor-only subcontractor” or “labor broker” to bring workers to the site. The prime
subcontractor pays the labor broker, who usually operates under an LLC, with a business
check. The labor broker then pays the workers with cash or personal check with no
withholdings. But in both scenarios, the prime subcontractor orders all of the materials,
manages the project, is responsible for bidding and performance, and controls the daily
flow of work for the workers on the project.

Workers in both of these arrangements are generally paid straight time for all hours
worked and thus are denied overtime pay, denied sick time and paid leave, have no
unemployment insurance or workers' compensation coverage, and are forced to pay both
the employer and employee portions of Social Security and Medicare taxes (often they
simply ignore this obligation altogether).

1. Recent Studies

A number of studies have been published that measure the prevalence of worker
misclassification or payroll fraud in recent years. Most of them are state-specific. For
instance, The Harvard Law School Labor and Worklife Program published a study in 2019
analyzing workers' compensation audits performed in Washington State for fiscal years
2008 through 2017. Across all industries, the study found that the prevalence of
misclassification rose from 5% of employers engaging in misclassification in 2008 to 14.4%
in 2017. They determined that the construction industry had the most misclassification,
with 19% of firms audited over the period committing misclassification.’

In 2007, the Minnesota Office of the Legislative Auditor conducted an evaluation report
on the misclassification of employees as independent contractors and found that one in
seven Minnesota employers misclassified at least one employee as an independent

4 For a list of the nine factors that all independent contractors must meet, see
https://www.dli.mn.gov/business/independent-contractor/contractor-registration-nine-factor-test

> Lisa Xu and Mark Erlich, “Economic Consequences of Misclassification in the State of Washington”,
December 2019. https://lwp.law.harvard.edu/files/lwp/files/wa_study_dec_2019_final.pdf
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contractor, and analyzed unemployment insurance audits in various industries. Twenty
percent of audits in the construction industry found misclassification.®

The Midwest Economic Policy Institute published a study in January 2021, comparing
household survey data from the U.S. Census Bureau with payroll records submitted to
state unemployment insurance programs. In this study, they use the terms “wage theft”
and “payroll fraud” interchangeably to describe workers who are misclassified as
independent contractors or paid “off the books” in cash.” Their study focuses specifically
on Minnesota, Wisconsin, and lllinois using 2018 data.

They found that across the three-state region, one in five construction workers experience
some form of wage theft. In Minnesota, about 30,100 construction workers, or 23% of the
construction workforce, are misclassified or are paid off the books. The study also found
that these workers earned 36% less ($29,700 annually) in wages and benefits than
regularly-employed workers and that this fraud costs Minnesota $136 million annually in
state tax revenues ($65 million in income taxes, $13 million in unemployment insurance
contributions, and $58 million in workers’ compensation premiums).

In 2019, Wisconsin Governor Tony Evers issued an Executive Order creating a Joint Task
Force on Payroll Fraud and Worker Misclassification, chaired by the Department of
Workforce Development Secretary Caleb Frostman. The Task Force issued a report®
analyzing the State’s unemployment insurance audits from 2013 through 2019. Of the
2,820 audits performed of construction companies, 40% of them resulted in at least one
worker being reclassified as an employee. In all, 8,416 workers were reclassified.

The most comprehensive recent attempt to quantify this problem is a national study
released in January 2020 by three academics and is titled, An Empirical Methodology to
Estimate the Incidence and Costs of Payroll Fraud in the Construction Industry.® One of the
goals of the study was to develop accessible empirical methodologies that can be used
to estimate the size of the underground construction economy attributable to payroll
fraud, as well as its costs to taxpayers.

¢ Office of the Legislative Auditor, State of Minnesota, “Evaluation Report: Misclassification of Employees
as Independent Contractors (2007) P.20.

7 Nathaniel Goodell and Frank Manzo IV, “The Costs of Wage Theft and Payroll Fraud in the Construction
Industries of Wisconsin, Minnesota, and lllinois: Impacts on Workers and Taxpayers”. January 14, 2021.
https://midwestepi.files.wordpress.com/2020/10/mepi-ilepi-costs-of-payroll-fraud-in-wi-mn-il-final.pdf
8 State of Wisconsin Department of Workforce Development, “Task Force on Payroll Fraud and
Misclassification Report”, 2020. https://dwd.wisconsin.gov/misclassification/pdf/2019-2020-
misclassification-task-force-report.pdf

9 Ormiston, et al.



Using 2017 data, the study compares household surveys, such as the American
Community Survey and the Current Population Survey (where workers answer questions
about their employment), to aggregate payroll records submitted by employers to state
unemployment insurance programs that are published via the Quarterly Census of
Employment and Wages and the Bureau of Economic Analysis (legal wage-and-salary
construction employment). In an average month of 2017, between 12.4% and 20.5% of
the construction industry workforce were either misclassified as independent contractors
or working “off-the-books.” These represent national rates and do not rule out substantial
differences across states and regions. Overall, these results suggest that between 1.3 and
2.16 million workers were misclassified or working in cash-only arrangements in an
average month of 2017.

The study also includes a table'™ that contains 22 prior national, state, and local-level
studies that the authors claim corroborates their estimates. Several of those studies have
been cited in this paper.

The report also estimates the cost savings that unscrupulous employers gain from payroll
fraud due to the non-payment of federal and state income taxes, workers’ compensation
premiums, unemployment insurance, wage theft (through paying straight time instead of
overtime or premium pay), and the offloading of the “employer share” of Social Security
and Medicare onto workers. Using conservative income assumptions and the most
conservative estimate of the number of workers affected (1.3 million nationwide), these
employers stole $811.1 million from workers and illegally shifted $2.98 billion to them in
Social Security and Medicare taxes in 2017.

lll. Application to Hennepin and Ramsey Counties

According to the U.S. Census Bureau’s 2019 American Communities Survey, 188,532
Minnesotans work in the construction industry, representing 6.3% of our state's
workforce." Of those, 27,901 live in Hennepin County and 11,399 live in Ramsey County.
This represents 3.95% of all workers who live in these counties. Given the nature of these
counties, the number of commuters, and the downtown cores, it is highly likely that many
more live in outlying counties and commute into Hennepin and Ramsey Counties for
work.

Using the most conservative estimates from the Ormiston study, we can estimate that
12.4% of these workers are victims of payroll fraud and wage theft, or 4,872 residents of

10 1hid, p. 62-64
" https://data.census.gov/cedsci/table?q=DP03&g=0400000US27_0500000US27053
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the two counties. Using the most conservative income assumptions from that study (that
these workers are paid $30,000 per year), we can estimate that the amount stolen from
them is $3.04 million per year in overtime and premium pay, and that construction
employers illegally shift $11.2 million in Social Security and Medicare taxes onto them.
Again, these numbers are likely low because we're using the most conservative estimates
for the percentage of construction workers impacted (12.4%) and for the annual wages of
those workers ($30,000) as well as only taking into account workers who live in Hennepin
and Ramsey Counties.

Table 1: Estimated Number of Construction Workers in Hennepin and Ramsey
Counties Who Are Victims of Payroll Fraud

Construction Payroll Fraud in Total Construction Victims of Payroll
Hennepin and Ramsey Counties Workers Fraud
Hennepin County 27,901 3,459
Ramsey County 11,399 1,413
Combined 39,300 4,872

Table 2: Estimated Wage Theft of Construction Workers in Hennepin and Ramsey

Counties
Wages Stolen from Unpaid Overtime and Social Security and
Construction Workers Premium Pay Medicare Illegally Shifted
Annually
Hennepin County $2.158M $7.93M
Ramsey County $882,000 $3.24M
Combined $3.04M $11.17M

IV. Civil and Criminal Offenses

Complaints of and investigations into the workplace offenses detailed in this report have
generally been conducted by civil enforcement agencies, primarily the State’s Department
of Labor and Industry, and to a lesser extent, municipal enforcement agencies such as the
Minneapolis Civil Rights Department. They document and enforce offenses related to the
Minnesota Fair Labor Standards Act (Minn. Stat. §§ 177.21-.35), including unpaid overtime
and premium pay, violations of the state’s construction contractor registration statutes
(Minn. Stat. § 326B.701, which addresses misclassification and some types of payroll
fraud), and some violations of the Minnesota Wage Theft Law (amended provisions of
Minn. Stat. chs. 175, 177, 181, 16C, 6009.



There is, however, often criminal activity that occurs in these situations, such as labor
trafficking, workers’ compensation fraud, creating conditions causing predictable,
preventable workplace fatalities and serious injuries, failure to pay unemployment
insurance taxes, retaliation and witness intimidation, among others.’> The Minnesota
Wage Theft Law also applies a criminal penalty if wage theft occurs with an intent to
defraud.

Hennepin County Attorney Michael O. Freeman has successfully prosecuted two such
criminal cases. In 2019, construction labor broker Ricardo Batres pleaded guilty in
Hennepin County to felony counts of labor trafficking and insurance fraud. And in 2020,
the co-owners of Merit Drywall, a Twin-Cities construction company, pleaded guilty to
theft-by-swindle for fraudulently misclassifying workers as independent contractors in
order to reduce workers’ compensation insurance premiums.

V. Conclusion

Payroll fraud, the misclassification of employees as independent contractors, and wage
theft are prevalent throughout the construction industry in Hennepin and Ramsey
Counties. Thousands of workers are having millions of dollars of their wages stolen from
them on a regular basis. Despite increased funding for civil enforcement of the problem
through the Minnesota Department of Labor and Industry and the enactment of the
Minnesota Wage Theft Prevention Act, the practice continues to run rampant. It is clear
that greater deterrence of this illegal activity is needed through an increased focus on
criminal prosecution of the most serious cases.

12 Gerstein, p. 3



LABOR ADVISORY COUNCIL

PROCESS SUBCOMMITTEE
Handoff Protocol

SUBCOMMITTEE GOAL: Create a legally sound process that provides a successful
complaint referral from State agencies, and other points of entry, to law
enforcement for a potential criminal investigation that can be referred to County
Attorneys’ Offices for possible prosecution.

Likely Complaint Referral Sources (points of entry)

State Agencies (DLI, MnDOT, Revenue, AG, etc.) ...

Some of the more likely state agencies and large municipalities
the might make criminal case referrals to the County Attorneys
office are DLI, MnDOT, Revenue, DEED as well as St. Paul’s
HREEO Department and the Minneapolis Civil Rights
Department. While not exhaustive, these governmental units
must me educated or at least aware of the eventual process
when wage theft, labor trafficking or other criminal conduct
appears to exist. Some formal communication or training would
likely simplify and expedite an investigation that moves from a
civil investigation to a potential criminal case.

Non-profits & Advocates

Labor monitors and community advocates like FCF, CTUL , and
Advocates for Human Rights are naturally in a position to
discover evidence that might warrant a criminal investigation.
Likewise, separate labor unions might also have information to
justify an investigation. These referral sources are encouraged to
collaborate whenever possible to avoid duplication of efforts and
to integrate the referral to law enforcement authorities.
Therefore, in-person training and education will improve the
quality of referrals and the efficiency of the process.

Where will possible criminal complaints be referred?

County Attorney

The Ramsey County Attorney is currently hiring an Investigator
within the County Attorney’s office. Formal criminal case leads
could be referred to this individual who will initiate and possibly
complete a criminal investigation for the prosecuting authorities’
review. For cases not suited to this investigator’s role, criminal
case referrals can be made to the designated source in the
Ramsey County Sherriff’s Department similar to Hennepin
County (below).



Sheriff Departments

Members from the Labor Advisory Council are currently
connecting with both Sheriff Hutchinson (Hennepin) and Sheriff
Fletcher (Ramsey) to confirm that their respective departments
are willing and able to receive for criminal investigation those
referrals and leads that warrant law enforcement resources.

Draft Protocol for Referring Cases to Law Enforcement

10.

w

Public Safety Factors for Criminal Case Referrals

Criminal cases must have victims/witnesses who are willing and able to
cooperate with the investigation and testify at trial.

Affidavits are not a substitute for witness testimony and are inadmissible in a
criminal case.

Multiple victims of wage theft/trafficking make a stronger case for criminal
intent and corroboration.

Significant monetary loss that provides not only felony-level jurisdiction, but
also supports use of civil and criminal investigative resources.

Employer has a record of previous administrative actions or findings such as
license violations, workers’ compensation insurance violations, OSHA
violations that demonstrate knowledge of and intent to violate the law.
Employer is engaging in conduct/business decisions that are intentional,
harmful, or dangerous.

Victims who have been injured and may have been refused medical
treatment.

Significant corroboration of victim reports: cell phone/text messages, video,
photos.

Information about identity and location of business, location of job sites,
other acts that establish both venue for investigation and prosecution and
identify individual suspect(s).

Civil actions will be unsuccessful in obtaining wages for workers or
compliance by employer.

Timing of Referrals to Law Enforcement

Public safety factors, such as those in the non-exclusive list above, are
present.

Statute of limitations for criminal cases will expire before an investigation
can be completed.

Need to minimize the number of interviews of victims/witnesses.
Employer has filed for bankruptcy, civil case would be meaningless.



5. Concurrent investigations can proceed without hampering the progress of
either effort.

6. Restrictions on data dissemination by state agencies, such as DLI or a police
department are addressed.

7. Need for law enforcement authority to access financial reports, Secret
Service, Homeland Security Investigations.

8. Urgent need for intervention to prevent deportation of victims/witnesses -
Deferred Action or Continued Presence.

9. Criminal conduct by a suspect endangers individual or public safety,
requiring the exercise of law enforcement arrest authority.

Recommendation to Labor Advisory Council

To ensure that complaints of workplace-related criminal offenses are
received and investigated by an appropriate law enforcement agency and avoid
investigations by multiple agencies, this subcommittee is recommending that the
handoff protocol include communication between agencies that may be tasked with
an investigation. That communication may include local, county and state agencies
such as sheriff’s departments, local police department, the BCA, Minnesota
Department of Revenue Criminal Investigations and the Commerce Fraud Bureau.

The communication, which should be initiated by a law enforcement agency
that receives a report of labor trafficking/wage theft or other workplace related
offenses, should include a decision as to which agency/agencies are assuming
responsibility for all or part of the investigation, and communication of that decision
to the reporting party. If a criminal investigation is closed, that decision should be
conveyed to the reporting party so that other civil actions can be pursued.





