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always been essential to the success of the Program,

\ it is especially critical now, given the large increase in
MISSION acquisitions and dollars, the increasing numbers of

|| The Procurement Fraud Branch (PFB) is criminal investigations of public corruption and
1 g?"_t of thECSorXract E"d ||=i§cal Law contractor misconduct,zand the increasing numbers of
- A'gve'i'f;_' A A??na;,siri‘l']'gis g\lélt tam lawsuits by s under the False Claims

centralized organization with the mission
to coordinate and monitor the status of all
criminal, civil, contractual, and
administrative remedies in cases of fraud
or corruption relating to Army
procurements. The Procurement Fraud
Advisor's Newsletter has been published
since September of 1989 on a quarterly
basis to advise Army Procurement Fraud y Reg
Advisors (PFAs) on the latest etime
developments in procurement fraud and sessio
remedies coordination. The Update is also her, w
distributed electronically to other tion suth

Government fraud counsel at their request. ‘ S ] L] -
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manage command procurement fraud programs and
shape command responses to reports of fraudulent
activity.

Currently, there is no comprehensive training and
support program for PFAs and PFICs, nor even a
requirement that PFAs/PFICs receive procurement
fraud training. Although PFB and the Contract and
Fiscal Law Department of The Judge Advocate’s
Legal Center and School (TJAGLCS) jointly conduct a
biannual procurement fraud course, it is not
mandatory for PFAs and PFICs. Only a handful of
PFAs and PFICs attend each time the course is
given, whether due to comma budgetary
onstraints or some other reason. Training records
are not maintained even when training .does take
place.

To improve the
we'have decided
i

pcurement fra program,
. il
2nt the following' €hanges:

(3) To better track PFA performance, PFAs need to
provide their PFICs statistics on their activities and
information on their levels of training. This
information will also be forwarded to PFB for use in
managing the overall procurement fraud program.
Accordingly, PFAs will submit copies of procurement
flash reports and remedies plans to the PFIC, in
addition to direct submission to PFB. Requests for
litigation support would also be routed through the
PFICs for action. These requirements will assist the
PFICs in exercising accountability for the work
product of PFAs.

Implementation of this comprehensive approach will
improve the Army’s ability to fulfill its procurement
fraud mission. We are re-emphasizing the role of the
PFICs because we believe that PFICs are in a unique
position to exercise oversight of theif individual
procureme aud programs as originally lintended in
AR 27-40. ! y virt heir location at.command-
level legal offices, t ell-situated to respond to
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Leaders from the recently formed DOJ National
Procurement Fraud Task Force have attended recent
MESSAGE FROM THE ARMY SUSPENSION E meetings of the working group for purposes of

AND DEBARMENT OFFICIAL facilitating the sharing of information between the
groups. On October 10, 2006, Deputy Attorney
General Paul J. McNulty announced a new initiative to
promote the detection and prosecution of
DOD Procurement Fraud procurement fraud associated with increased
Xy Working Group Update: contracting activity for national security and other

X y Government programs. The task force will be chaired
-;-'_-‘ The DOD Procurement Fraud by Assistant Attorney General Alice Fisher of the

"" Working Group continues to be Criminal Division. The Criminal Division will be joined

b . widely attended by DOD by the Civil Division, US Attorney's offices, the FBI,
r procurement fraud attorneys, agency OIGs and other law enforcement agencies,

' investigators, audito including DCIS and Army CID. The task force will
Department of Justice (DOJ) focus on significant cases in public corruption, conflict

criminal and civil attorneys, and DOD acquisition of interest viglations, product substitution, misuse of
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On 8 September 2006, Mr. Brian Persico, PFB,
participated in a panel discussion on Iraq
Procurement Fraud hosted by Taxpayers Against
Fraud during their annual conference in Washington
D.C. In addition to Mr. Persico, the panel participants
were T. Christian Miller, Investigative Reporter, L.A.
Times, Washington, D.C. Bureau, and author of the
book Blood Money; Victor Kubli, Esq., Qui Tam
Counsel, Grayson & Kubli, P.C.; and Craig Rupert,
Special Agent, Assistant Deputy Director, Economic
Crime Programs, Defense Criminal Investigative
Service. They discussed issues facing_investigators
and legal practitioners in developing fraud cases in
aqg including evidence gathering, contract vehicles
and sources of funding and presentment issues in
False Claims Act cases. MAJ Art Caulter, PFB’s
Department of Justiee liaison, also participated in a
of: discussion e Procurement Fraud also
d by Taxpz ainst Fraud. MAJ Coulte
was joined by Polk, Air Forc
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SUSPENSIONS & DEBARMENTS

Suspensions

(1) Conflict of Interest (Germany). On 11 July
2006, the USAREUR SDO suspended Ms. Daliborka
Ristevska and Mr. Paul Leaker, co-owners of Dragon
Group International (DGI), and DGI for conspiracy to
violate the Joint Ethics Regulations and 18 U.S.C. §
208 (Acts Affecting a Personal Financial
Interest). Mr. Leaker and Ms. Ristevska allegedly
conspired with two DoD employees to form DGI for
the purpose of winning the 2005 Balkan Range
Support Contract. The DoD employees allegedly
provided substantial assistance in creating DGI, in
violation of the Joint Ethics Regulation and 18 U.S.C.
§ 208(a). The improper assistance included using
Government resources to form this company, and
providing privileged procurement information to
DGI. (CPT Bergen)
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statements, in violation of 18 U.S.C. §§ 1001(a)(2)
and 2. MSI was also indicted for violating 18 U.S.C.
§§ 7 and 13, in that, while acting as an employer, it
failed to furnish compensation for the personal injury
or death of one of its employees by an accident
arising out of, and in the course of, the employment.
Mr. Rodriguez was indicted on one count of violating
42 U.S.C. § 408(a)(7)(B), by representing, with intent
to deceive, that number 486-47-xxxx was a social
security number assigned to him by the
Commissioner of the Social Security Administration.
(Ms. McCaffrey)

(4) Bribery (Kuwait). On 5 September 2006, the
Army SDO suspended Lieutenant Colonel (LTC)
Vlarshall A. Gutierrez, United States Ar who was
assigned to the U.S. Army Area Support Group

wait (ASG-KU), logated at Camp Arifja uwait, as
Director of Logistit 18 August 2006, LTC
Gutierrez was ¢ CID agents 'based on
allegations that July and 18 August
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Davidson, and R-ZED Engineering Services
(ZED). Mr. Rzeplinski worked at Fort Monmouth,
New Jersey, as a supervisory engineer for the
Army. Ms. Connie Davidson worked for GSA as the
lead customer relations manager with the Federal
Technology Service (FTS), a division of GSA that
provides IT services to various federal agencies,
including the Army. Ms. Kirsten Davidson is the
daughter of Ms. Connie Davidson. Mr. Rzeplinski
arranged for a project to be awarded to two
Government contractors to provide IT-related
services. He asked both contractors to hire Ms.
Kirsten Davidson to perform computer-related
services under his direction, and the contractors then
billed the Army for her “services.” Mr. Rzeplinski
approved approximately $838,710 in payments under
this arrangement, although no work was actually
performed by Ms. Kirsten Davidson under either of
the two co ts. In addition, Mr. Rzeplinski caused
one of the ‘ontrac ire a company called R-
ZED  Engineerin es (ZED)i.a sole
proprietorshipg controlled, as
subcontractor. " Fro 2002 until Octobe
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was charged, via criminal information in the same
U.S. District Court, with conspiracy to commit wire
fraud, in violation of 18 U.S.C. § 371. (Mr. Zamboni)

Termination of Suspension

Bribery (Kuwait). On 11 September 2006, the
Army SDO terminated the suspension of LTC
Marshall A. Gutierrez, United States Army. On 5
September 2006, the Army SDO suspended LTC
Gutierrez, who was assigned to the U.S. Army Area
Support Group Kuwait (ASG-KU), based on
allegations that, between 1 July and 18 August 2006,
he offered to disclose procurement-sensitive
information to an employee of a contragtor providing
logistics support to the U.S. Army, in ex€hange for a
cash payment of approximately $3,400. LTC

tierrez died on H eptember 2006. (MriPersico)
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derived from unlawful activity; and one count of
criminal forfeiture. Mr. Wittig was sentenced to 18
years confinement, and ordered to make restitution to
Westar, Inc., in the amount of $14,487,176.80. On 12
April 2006, Mr. Lake was found guilty in the United
States District Court, District of Kansas, of one count
of conspiracy to commit fraud; 13 counts of
circumventing internal controls of Westar to violate
Federal laws; six counts of wire fraud; ten counts of
engaging in monetary transactions with property
derived from specified unlawful activity; and one count
of criminal forfeiture. Mr. Lake was sentenced to 15
years confinement, and ordered to pay restitution in
the amount of $2,785,067.49 to Westar, Inc. (Ms.
McCaffrey)

(3) Larceny (Fort Lewis). On 25 and 26 July 2006,
the Army SDO proposed for debarment the Soldiers
referenced below. These Soldiers, stationed at Fort
Lewis, i hingto onspired  to ., unlawfully
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(4) Larceny (Fort Lewis). On 26 July 2006, the
Army SDO proposed for debarment the Soldiers

referenced below.

i. On 10 April 2006, Private (PVT) Arthur
Smith, Noncommissioned Officer (NCO) Academy, |
Corps, pled guilty to one specification of disobeying a
lawful order from an NCO, 25 specifications of
wrongfully selling military equipment, and one
specification of obstruction of justice. PVT Smith was
sentenced to reduction in rank from Staff Sergeant to
PVT, forfeiture of all pay and allowances, eight years
confinement, a fine of $150,000, and a BCD.

wood flooring to Mr. Potoski's son's apartment, and
then charged the cost of the flooring to SKE. Garten
Creativ built a terrace at Mr. Potoski's home, and then
charged the cost of the work to SKE. SKE, in turn,
charged the Government. (CPT Bergen)

(6) Overcharging and Embezzlement (Schofield
Barracks). On 10 August 2006, the Army SDO

proposed for debarment Mr. John G. Phelps and Ms.
Susan M. Phelps, and their companies Ash Painting
Inc., Global Builders Inc., Global Consultants &
Coatings, and Professional Coatings Corp. Ash
Painting ran out of money before completing a

ii. On 5 June 2006, Private Fir:
Vlario R. Huerta-Morales, A/3-2 Infantry,
one specification of conspiracy to commi
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established by the State of Maryland. MES
contracted with the Army to operate a water treatment
plant at Aberdeen Proving Ground, Maryland. Mr.
Shewell was the plant superintendent, and Mr.
Ambrozewicz was the plant engineer. In January
2001, a leak occurred at the water treatment plant
and untreated, contaminated groundwater spilled out
of the plant. Messrs. Shewell and Ambrozewicz lied
to Army personnel about the nature of the spill, and
attempted to conceal its true nature. On 3 April 2006,
Mr. Shewell pled guilty, in the U.S. District Court for
the District of Maryland, to one count of false
statements, in violation of 18 U.S.C. § 1001. The
Court sentenced him to one year of probation and a
$1,000 fine. On 5 April 2006, Mr. Ambrozewicz pled
guilty, in the same U.S. District Court, toi@ne count of
false statements, in violation of 18 U.S.C. §
1001. The Courtgsentenced him to months
probation, 40 holr ommunity service, and a
51,000 fine. (Mr. i
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defense contractors in exchange for influencing
Government contracting and appropriations. The
bribe money and benefits totaled $2.4 million, and
were paid to Mr. Cunningham personally or to his
company, Top Gun. He also unlawfully evaded
income taxation for tax years 2000 through 2004 by
failing to declare the bribe money and benefits as
income. Mr. Cunningham pled guilty, in the United
States District Court for the Southern District of
California, to conspiracy to commit bribery, mail fraud,
wire fraud, and tax evasion. On 3 March 2006, he was
sentenced to 100 months imprisonment, three years
of supervised release, and ordered to pay
approximately $1.8 million in restitution to the Internal
Revenue Service for back taxes. Mr. Cunningham
was also ordered to forfeit the proceeds of his crimes,
totaling $1.8 miillion. (Mr. Zamboni)
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(LWE). Although his involvement in the award of
contracts while on active duty clearly restricted his
ability to contact Government employees per 18
U.S.C. § 207, he made contacts with Government
personnel in violation of the statute. On September 8,
2005, Mr. Swanner personally presented his response
to the proposed debarment, and also submitted
written matters via fax on September 13, 2005. In
order to assure Mr. Swanner’s present responsibility,
he was given the opportunity to participate in a
training regimen in Government ethics in lieu of
debarment. On July 6, 2006, he successfully
completed a program of instruction on Ethics in
Federal Contracting. (Mr. Kim)

(2) Gratuities and Fraud (USAREUR). On 21 July
2006, the USAREUR SDO terminated proposed
debarment of Messrs. Christopher ock and
Riehard Woods, Thornton Li d (ATL).
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(2) Gratuity (CFSC). On 16 August 2006, the
Army SDO debarred Mr. John Mack Grassmick,
former Program Manager, USACFSC Joint Services
Prime Vendor Program, who was sentenced to 12
months and one day of confinement, a $5,000 fine,
and one year of supervised release based upon his
guilty plea in the United States District Court, Eastern
District of Virginia, to soliciting a gratuity. The SDO
also debarred Mr. Steven Louis Shavitz, former Direct
of Chain Sales, U.S. Foodservice, Inc. Mr. Shavitz
met with Mr. Grassmick, who provided Mr. Shavitz
pricing margins for a $20 million renewable food
services contract. The SDO also debarred J.G.
Consulting, LLC, a company Mr. Grassmick
incorporated and used to conduct private business
from his Government office. Mr. Grassmick failed to
disclose the fconflict of interest resulting from his
association with this company to the
Governmenti (MAJ McCoy)
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Chang. Additionally, Mr. Yun Su Chang transferred Administrative Hearings
three vehicles owned by Do-All to his brother, Mr.
Kwang Su Chang, in June 2005. Cubic is a corporate (1) Fraud (Fort Eustis). On 18 August 2006, a
fagade for a debarred contractor, Do-All. Evidence hearing was held before the Army SDO at the request
further indicates that Messrs. Kwang Su Chang and of Ms. Ethel Mae Holmes, owner and president of
He Su Chang are engaged in the same unethical Holmes Environmental, Inc. (HEI). On 4 December
business practices that resulted in Do-All's 2003, a Federal Grand Jury in the District Court,
debarment, viz., threatening competitors to coerce Eastern District of Virginia, returned an indictment
them into withdrawing their competing bids. (LTC against Ms. Holmes charging her with conspiracy,
Dorn) mail fraud, false claims, and aiding and abetting. On
7 November 2005, Ms. Holmes was found guilty of
(5) Arms Trafficking (Department of State). On 11 every count in the indictment. During the hearing, Mr.
September 2006, the Army SDO debarred Mr. Holmes presented oral arguments to the SDO that
Kwonhwan Park, a/k/a Howard Park. Mr. Park pled she was, in fact, not guilty of the charges of which she
guilty in the United States District Court, District of was convicted. (Mr. Kim)
Connecticut to two counts of unlaw diverting
nited States Munitions List items from the United (2) Anti-cOmpetition (SDDC). On 15 September
[ates in violationgef 22 U.S.C. § 2 and the 2006, the Army SDO held an informal present
national Trafficl Arms Regulations. (Ms. responsibility fhearing for Arpin Group (Arpin). The
VicCaffrey) ! Army sent Arpin a ause letter on 8 August
i 2006, detailing its that the language in_the
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guilty plea in the United States District Court, Southern
District of Indiana, Indianapolis Division, to paying a
gratuity to a public official, and traveling in interstate or
foreign commerce in aid of a racketeering enterprise.
On 20 April 2006, Mr. McQueen was sentenced to a
12-month term of imprisonment, followed by one year
of supervised release; a fine of $23,500; and ordered
to make restitution to the U.S. Army Morale &
Recreation Fund in the amount of $80,000. (Ms.
McCaffrey)

(2) Fraud and Tax Evasion (CECOM). On 25
September 2006, the Army SDO entered into a five-

year ACA with ACE and Company, | (ACE) and
Stran Technologies (Stran). ACE and its Stran
division are in the business of manufacturing fiber
optic and electrical connectors, cable assemblies, and
termination tools. Stran entered into various contracts
tor produce fibe ple connectors’fand cable
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through..employzs an, willfully andfkno
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AH-64 Apache helicopters. This case was originally
filed in October of 2000 and is based on Relators’
allegations that GE management at the Madisonville,
KY, plant where these parts were made, deliberately
ignored quality controls and shipped parts that failed
inspection or were cosmetically altered to hide defects
that would have resulted in rejection of the parts by the
government. The settlement amount in this matter is
$11,500,000.00 to be divided in the following manner:
$2,537,500.00 (20%) to the Relators, $750,000.00
(6.5%) to the Navy and $604,218.00 (5.25%) to the
Army, with the remaining $7,608,282.00 (68.25%) to
the Air Force. The Air Force's share reflects the
loss of an F-16 fighter off the coast of Korea that
directly was attributed to faulty turbine blades
manufactured by GE and this division was based on
the relative losses of each of the services that could
be attributed|to GE's actions in this matter. The
Departmentgof Justiceghas requested information to
facilitate '5 /men Army's portio . back into
the T700 endine pr: nt account. (Rersico)
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debarment decision was unsupported by

arguments and ruled in favor of the Army.
Zamboni)
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Lessons Learned
By
CPT Joseph Bergen
Contract Law Attorney, USAREUR
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explained that the proposed debarment could have a
potentially devastating impact on a number of their
programs. Shortly thereafter, a number of other
sections received phone calls from other agencies
that were going to be affected by the proposed
debarment. Though a debarment decision should not
rest solely on whether or not the debarment will cause
pain to other government agencies, proper
coordination would have better prepared this office for
the potential pushback. In addition, coordinating with
other agencies helps to ensure that the SDO makes a
more informed decision, and avoids debarring firms
whose loss will have a crippling effect on your
command.

In determining the extent of your coordination, you
should research the firm in question. What does the
firm website| list as its major activities? What

information @ es Dun and Bradstreet list for the firm in
question? / at inf ion can you find on Lexis
about the firm? Aft such research, you will be
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Lesson number 3: Consider Sending Show Cause
Letters First

Not every case has sufficient evidence to propose a
debarment. While in some cases the facts are clear
and a proposed debarment needs to be done, there
are circumstances where you should consider
sending a "Show Cause" letter first, putting the firm or
individual on notice that your agency is considering
taking action against them. By providing the firm or
individual with an opportunity to explain their side of
the story, you may save yourself much time and grief.
The firm and individual may have a legitimate
explanation as to what happened. On the other hand,
e firm and individual may give you information that
rengthens your case against them orf strengthens
r case against a third party. Before itaking an
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MAJ Michael Noyes, NGB
Michael.noyes@ngb.ang.af.mil DID YOU KNOW? =

LTC Gregg Sharp, SOCOM — Tempa I R S — —

gregg.sharp@socom.mil
KIOWA WARRIOR OH-58D

MAJ Thomas Barrett, TRADOC

Thomas.barrett@monroe.army.mil Most have heard of the Army Black Hawk helicopter,
made notorious through the movie Black Hawk Down
Maurice Deaver, MEDCOM (2001) and the dynamic Army attack helicopter, the
Maurice.deaver@amedd.army.mil Apache, but what about the nimble and “all seeing
eye” of the Kiowa Warrior? This lesser known cousin
John B. Solan, AAFES of Army aviation has literally been on the frontlines as

solan@aafes.com an armed reconnaissance and target acquisition and
designation vehicle. It has also been the eyes and
ears for command and control elements in many
campaigns sifice 1991.

trick McGann, MDW
annp@fmmec.army.mil
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(MMS), Control Display System (CDS), and the T703-
AD-700 engine. McDonnell Douglas Aerospace-
West, located in Huntington Beach, California is the
contractor for the MMS. The CDS contractor is
Honeywell, Inc., located in Albuquerque, New Mexico.
The engine contractor is Allison, located in
Indianapolis, Indiana.

MISSION

Kiowa Warrior's mission is to conduct armed
reconnaissance, security, target acquisition and
designation, command and control, light attack and
defensive air combat missions in suppeort of combat
and contingency operations.
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artillery via its advanced digital communications
system. Battlefield imagery can be transmitted to
provide near-real-time situational awareness to
command and control elements. The Laser
Designator can provide autonomous designation for
the Laser HELLFIRE or remote designation for other
laser-guided precision weapons.
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rangefinder can provide autonomous designation for Crew 2 pilots
laser-guided precision weapons.

Height 12 feet 10.6 inches
The OH-58D is arguably one of the most demanding Length 41 feet 2.4 inches
cockpit workload intensive aircraft in the Army's '
inventory. The scout/attack mission it performs Maximum 4,500 pounds (unarmed);
requires much of its flight profile in extended hovering gross 5’500 pounds (armed) ’
modes at NOE altitudes, in the presence of terrain weight ’

flight obstacles such as trees or rocks. The cockpit
division of duties typically requires the pilot in the right
seat to fly the aircraft, while the left seat pilot operates
the Mast Mounted Sight and other aircraft systems. Endurance 2 hours
This often requires the left seat pilot to be totally

Maximum

. 125 KIAS
airspeed

focused heads-down inside the cockpit and thus Litter . 4 (externally)

nable to assist the pilot in detecting drift: In many of capacity
these scenarios, both pilots are at times heads-down Troop-
inithe cockpit. : carrying 6 (externally).

. capacity

The design of t D.is such that theipilot has ) ]

0" flight contro assist in maintaining_a Mast- > Thermal imaging sensor.
stabilized hover exception of th mounted ° Television sensor.
il o THe is equipped Wi sight ° Lasgr range f!nder/deSIQnator.
disb page O Multifunction § o Optical boresight system.

o .50-caliber heavy machine gun.
-y o 70-millimeter folding fin aerial
Weapons rocket.

o Air-to-air Stinger missile.

o Hellfire modular missile system.
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Brian Persico (Attorney Fraud Advisor)
Greg Campbell (Paralegal)

Belinda Fentress (Legal Assistant)

Maijor Art Coulter (Trial Attorney, Department of
Justice)
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