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To receive this newsl etter
electronically e-mail requeststo
40SL @dodig.osd.mil. You can
download the newdletter and the
Adobe Acrobat Reader at
www.dfsc.dla.mil/main/d/
home_g.htm. This newdletter is
based on press releases and
public information.

Indictments
Product Substitution

A 23-count indictment was re-
turned against Hank Cosores, di-
vision manager, Solid State De-
vices, Incorporated (SSDI), La
Mirada, CA; Cindy Anderson,
quality assurance manager,
SSDI; Cory Anderson, produc-
tion manager, SSDI; and Diane
Reeder, general manager,
Unisem International (Unisem), a
related company. All were
charged with conspiracy, false
statements and mail fraud. The
SSDI manufactured, distributed
and sold semiconductors used in
military and space applications by
the DoD, the National Aeronau-
tics and Space Administration
(NASA), the Federa Aviation
Administration, the Department

of Energy and various commer-
cia entities. Allegedly, SSDI
and Unisem acquired commercia
grade semiconductors from com-
mercia suppliers and Govern-
ment surplus auctions, then used
the partsto fill its orders for high
reliability semiconductors. High
reliability semiconductors are de-
signed and tested to provide
greater reliability and durability
than commercia grade semicon-
ductors when operating in harsh
environments The schemein-
cluded removing date codes and
the identity of the original manu-
facturer, thereby destroying
trace-ability; skipping, fasifying
or atering required tests and in-
spections. The SSDI semicon-
ductors are used in the Co-
manche helicopter, F/A-18
fighter aircraft, S-3 Viking, Atlas
I Launch Vehicle, International
Space Station and NASA Space
Shuttle. Special Agents Craig
Wyckoff and Chris Hendrickson,
Western Field Office (FO), are
conducting the investigation with
the NASA, the Defense Logistics
Agency and the U.S. Army Crim-
inal Investigation Command
(USACIDC). ——

Gratuities

Bill G. Bass, former deputy di-
rector, Microgravity Science and
Applications Division, NASA,
Marshall Space Flight Center,
Huntsville, AL, pled guilty to one
count of conspiracy to accept
gratuities. Aninvestigation dis-
closed that Bass accepted gratu-
ities from officials of the Science
and Technology Corporation
(STC), Hampton, VA, a
minority-owned scientific re-
search and development com-
pany. Atthetime, hewasina
position to influence the award
of a$3.5 million sole source
NASA contract to STC. The
contract was for scientific sup-
port services of microgravity re-
search and development. The
contract involved U.S. Navy
funding, transferred to NASA
through military interdepartmen-
tal purchase requests from the
Naval Research Laboratory,
Washington, DC. Special Agent
John Schlotterer, Norfolk Resi-
dent Agency (RA), conducted
the investigation with NASA and
with audit assistance from the
Defense Contract Audit Agency
(DCAA).




Obstruction of Justice

H. Gayle Marshall, an attorney
and resident of Lake Charles,
LA, pled guilty to one count of
obstruction of justice and one
count of making false declara-
tions before agrand jury. Anin-
vestigation determined that Mar-
shall assisted William H. Ed-
monds and Doyle Luneau, both
of Alexandria, LA, in diverting
approximately $785,999 of Gov-
ernment funds for their private
gain. The charges stem from the
defendants’ fraudulent conduct
relating to a Government con-
tract to provide housing to fami-
lies displaced as aresult of the
1994 Flint River flood in Albany,
GA. Edmonds and Luneau pre-
viously pled guilty and are await-
ing sentencing. Special Agent
Ricky Burrell, Southeast FO,
conducted the investigation with
the Georgia Bureau of Investiga-
tion (Governor’s Flood Fraud
Task Force) and the USACIDC.

Environmental Crimes
Thomas R. Moore, former

owner and operator of Moore's
& Son, Incorporated, Chesa
peake, VA, pled guilty to know-
ingly marketing off-specification
used oil fuel in violation of Envi-
ronmental Protection Agency
(EPA) regulations. Moore's ac-
tivities surfaced during an inves-
tigation into the sale, delivery
and disposal of fuel ail in con-
nection with Government con-
tracts at DoD installations and

commercia shipyards. Per an
agreement with the manager of
an areatank cleaning company,
Moore removed oil from tanks at
a shipyard where the tank clean-
ing company was working. The
oil was then mixed with used
motor oil collected from Moore's
usual suppliers and delivered to a
local company that burned the oil
in afurnace used to process
sandblast aggregate. From about
April 1995 through March 1996,
Moore sold at least 25 loads of
off-specification used oil as fuel
to the aggregate company and
split the sale proceeds with the
manager of the tank cleaning
company. Moore falsely repre-
sented on delivery tickets that the
fuel oil was*on spec.” Moore
also knew the aggregate com-
pany did not have an EPA identi-
fication number to lawfully burn
the used ail. Intotal, the loads
amounted to over 52,000 gal-
lons, for which Moore received
$13,000. Specia Agent Henry
Myers, Norfolk RA, conducted
the investigation with the Naval
Criminal Investigative Service
(NCIS).
Computer Theft

Maverick G. Matthews, former
summer hire at the Defense Con-
tract Management Command
(DCMC), Phoenix, AZ, pled
guilty to theft of Government
property. On June 11, 1997,
Matthews stole a new Compaq
Armada notebook computer
from a storage room at the
DCMC. The computer was re-
covered after Matthews admitted
to the theft. Specia Agent Dean
Smyth, Phoenix RA, conducted
the investigation.

Bid Rigging

N.S. Meyer, Incorporated,
New York, NY, pled guilty to a
one-count information filed the
same date that charged the com-
pany with violating the Sherman
Anti-Trust Act. The company
participated in a bid rigging con-
spiracy to fix prices at which it
and others sold military insignia
and other accessories. From Jan-
uary 1990 through December
1993, the items were sold to the
Army-Air Force Exchange Ser-
vice. Specia Agent Stephanie
Jmroglou, New York RA, con-
ducted the investigation with the
Federal Bureau of Investigation
(FBI) and the Air Force Office of
Specia Investigations.

Sentences
Anti-Trust

An information was filed
against Charles E. Green and
Son, Incorporated (Green),
Newark, NJ, charging the com-
pany with violating the Sherman
Anti-Trust Act. Green subse-
quently pled guilty to the charge
and was sentenced the same date
to pay a$125,000 crimina finein
addition to agreeing to pay a
$100,000 civil settlement. Green
supplied metal productsto Mar-
tin Marietta Ordnance Systems,
Incorporated (MMOS), Milan,
TN. The MMOS was the oper-
ating contractor of the Milan
Army Ammunition Plant, Milan,
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TN, a Government owned/con-
tractor operated ammunition fa-
cility. The MMOS s now
known as Genera Dynamics

Ordnance Systems, Incorporated.

An investigation of the MMOS
Contracting Office determined
Green conspired with former
MM OS purchasing agent, Bobby
Joe Vasquez, to rig the award of
contracts to favor Green. The
contracts were valued at
$875,000. Specia Agent Robert
Winfield, Nashville Post of Duty,
conducted the investigation with
other task force members from
the FBI, the Internal Revenue
Service(IRS) and the USACIDC.
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Product Substitution
Transpec Fastener Company
(Transpec) pled guilty to one
count of mail fraud as charged in
an information filed on the same
date. Transpec was then sen-
tenced to a $120,000 fine and a
$200 special assessment. From
1989 through 1991, Transpec
defrauded military contractors
out of approximately $120,000
by sdlling them ordinary com-
mercial fasteners and connectors
when the ordered parts should
have complied with rigid Gov-
ernment specifications. The fas-
teners were designated for usein
the AGM-860 Launch Cruise
missile. Specia Agent Fred
Wenz, Northeast FO, conducted
the investigation with other task
force members from the FBI, the
Department of Transportation,
the NCIS and the AFOS!.

Kickbacks

Quy Cong Nguyen, a buyer
and repair anayst at McDonnell
Douglas Aircraft Corporation
(McDonnell Douglas) from 1989
to 1997, was sentenced to 3
years probation, a $5,000 fine
and a $100 specia assessment
fee for one count of mail fraud.
In December 1995, Nguyen en-
tered into a kickback agreement
with Handojo Tjiptorahardjo
(ak.a. James Han and Han Tan)
president of Unical Aviation, In-
corporated (Unical), and Blue
Sky Aviation (Blue Sky), a sub-
sidiary company. Unical, an air-
craft parts broker, and Blue Sky,
an aircraft parts repair station,
are located in Baldwin Park, CA,
and provide service to commer-
cia and Government prime con-
tractors. At McDonnell Dou-
glas, Nguyen dedlt with airline
customers and vendorsin the re-
pair and overhaul of hydraulic
and pneumatic aircraft parts.
The kickback agreement pro-
vided that Nguyen be paid 5 per-
cent of the cash value of the Mc-
Donnell Douglas purchase orders
awarded to Blue Sky by Nguyen.
In 1996, Nguyen received kick-
back payments totaling approxi-
mately $12,000. Special Agent
Fredrick Cosby, Western FO,
conducted the investigation with
the U.S. Postal Inspection Ser-
vice.

Kickbacks

Gershen Cohen, a salesman for
Butler Foods, was sentenced to 5
months imprisonment, 5 months
home detention, 3 years super-
vised release, a $7,500 fine and a
$1,400 specia assessment for 25
counts of mail fraud and filing

falsetax returns. Aninvestiga
tion determined that Cohen paid
kickbacks to a number of Thrift-
way Supermarket meat managers
in exchange for the purchase of
meat from Butler Foods. Cohen
also received a cash salary from
Butler Foods that he did not
clam on histax returns. Thein-
vestigation is continuing into
Butler Foods' representatives al-
leged bribery and kickback pay-
ments to other commercia and
DoD meat managers. Specidl
Agent Heather Zimmerman,
Northeast FO, conducted the in-
vestigation with the FBI and the
IRS.
Health Care

Dr. Andrew S. Shankman was
sentenced in Brunswick, GA, to
87 months incarceration, 3 years
supervised release, 400 hours
community service, and a $6,300
special assessment fee.
Shankman was found guilty of
125 counts of conspiracy, mail
fraud, wire fraud, dispensation of
controlled substances and money
laun-dering. In arelated case,
Michadl E. Davidson was sen-
tenced to 33 months incarcera-
tion, 3 years supervised release
and a $50 specia assessment fee
for one count of conspiracy. An
investi-gation disclosed that
Shankman and his company,
Shankman/Davidson Psychiatric
Management, Incorporated
(Shankman/Davidson), employed
unlicensed therapists to provide
mental health services to benefi-
ciaries of the Civilian Health and
Medical Program of the Uni-
formed Services (CHAMPUS),
Medicare and Medicaid.
Shankman then billed the Gov-
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ernment programs as if he pro-
vided the services. Michael
Davidson, grandson of Thomas
E. Davidson, co-owner and oper-
ator of Shankman/Davidson, was
the vice president for administra-
tive operations. From 1992
through 1995, Shankman/David-
son received over $5.2 million
from the Government programs.
Specia Agent Marian Bridgman,
Southeast FO, conducted the in-
vestigation with the FBI, the
IRS, the Georgia Department of
Medical Assistance and the Of-
fice of the Secretary of State for

Georgia.
ivil Settlements

Medical Insurance

A civil settlement agreement
was reached with Frank Lopez,
president of SOMED Company
(SOMED), in which Lopez
agreed to release $1.77 million to
the Government. The amount
was previoudy held by atempo-
rary restraining order. The set-
tlement will repay the Govern-
ment for an estimated |oss based
on SOMED payments to medical
providers for patient referrals,
including patients covered by
CHAMPUS and Medicare. Spe-
cia Agent Robert Calvert, Or-
lando RA, conducted the investi-
gation with the IRS, the Depart-
ment of Health and Human Ser-
vices and the U.S. Postal Inspec-
tion Service.

False Billings

Global Associates, Limited
(Global), Arlington, VA, entered
into a settlement agreement with
the Government. Global will pay
$1,006,000 to resolve allegations
that Global submitted false billing
invoices to the Government. The

amount reflects $966,000 in
damages and $40,000 in civil
pendties. Aninvestigation de-
termined that Global submitted
$322,000 in false claims to the
DoD in violation of the civil
False Claims Act. Globa isa
DoD contractor that does acous-
tical engineering work, primarily
underwater. Specia Agent Su-
san Faulkner, Mid-Atlantic FO,
conducted the investigation with
the NCIS and with DCAA audit
assistance.

Falsified Tests

American Annuity Group, In-
corporated (AAG), Cincinnati,
OH, agreed to acivil settlement
of $3.5 million to settle issues
arising from a voluntary disclo-
sure filed in November 1991.
Sprague Electric Company
(Sprague), an electronic compo-
nents manufacturer, filed the vol-
untary disclosure. Sprague
clamed it failed to properly re-
port test failure data of capacitor
products manufactured at its
North Adams, MA, facility to the
Defense Electronic Supply Cen-
ter (DESC). The DESC uses
this data to rate capacitor/elec-
tronic components as having met
military testing requirements.
After the disclosure was filed,
AAG assumed ligbility for any

actions resulting from the investi-
gation as aresult of Sprague dis-
solving the division responsible
for the production of the compo-
nents. Theinvestigation further
revealed nonreporting of irregu-
larities at Sprague’ s Concord,
NH, facility. Theitemsin ques-
tion may have been removed
from the Qualified Parts List had
the proper notifications been
made. The settlement covers
nonreporting of deficienciesin
the North Adams and Concord
facilities. Specid Agent Henri
Baillargeon, Hartford RA, con-
ducted the investigation with au-
dit assistance from the DCAA.
Forgery

A consent judgment was filed
stipulating a settlement agree-
ment with Kenneth Grace, Cas-
tro Valley, CA. Grace was or-
dered to pay $16,500 for one
count of false statements. The
amount will be paid in part by
Grace performing 330 hours of
community work. Grace forged
the signature of deceased Army
Staff Sergeant Norman Harness
(retired) on a Defense Finance
and Accounting Service annual
certification of benefitsform. As
aresult, Harness' retirement ben-
efits were continued and de-
posited into his bank account.
Grace received $16,580 from
Harness' bank account through
automated teller machines. Spe-
cia Agent AndreaMcTair, San
Francisco RA, conducted the in-
vestigation.
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To report suspected fraud involving
to Department of Defense or to
comment on this newsletter please
contact the nearest Defense Crimi-
nal Investigative Service office.

The addresses and telephone num-
bers of the offices that are part of
the Central Field Office are listed
below.

CENTRAL Field Office
1222 Spruce Street

Room 8.308E

St. Louis, MO 63103-2811
Voice: (314) 539-2172
Telefax: (314) 539-2967
E-Mail: 4049 @dodig.osd.mil

CHICAGO Resident Agency
2350 E. Devon Ave., Suite 150
P.O. Box 483

DesPlaines, IL 60018-4606
Voice: (847) 827-9480
Telefax: (847) 827-3724
E-Mail: 40ch@dodig.osd.mil

CLEVELAND Resident Agency
7550 Lucerne, Suite 200
Islander Park One Building
Middleburg Heights, OH 44130
Voice: (216) 522-2296/7
Telefax: (216) 522-7196

FTS: 942-2296/7

E-Mail: 40cl @dodig.osd.mil

COLUMBUS Resident Agency
P.O. Box 13163

Whitehall Branch,

Columbus, OH 43213-0163
Physical Location:

Defense Supply Center

3990 E. Broad St., Bldg. 100
Columbus, OH 43213-5000
Voice (614) 692-3629/3855
Telefax: (614) 231-8905
E-Mail: 40co@dodig.osd.mil

DAY TON Resident Agency
3055 Kettering Blvd.

Suite 205

Dayton, OH 45439

Voice: (937) 534-0100

Telefax: (937) 534-0117
E-Mail: 40dy.rac@dodig.osd.mil

KANSAS CITY Resident Agency
Federal Building, Room 565

500 State Street

Kansas City, KS 66101-2433
Voice: (913) 551-1350

Telefax: (913) 551-1362
E-Mail: 40kc@dodig.osd.mil

INDIANAPOLIS Post of Duty
Attn: Column 117W

8899 East 56th Street
Indianapolis, IN 46249-4500
Voice: (317) 542-4009

Fax: (317) 542-4012

E-Mail: 40in@dodig.osd.mil

MILWAUKEE Post of Duty
301 W. Wisconsin Ave.

Suite M-95

Milwaukee, WI 53203
Voice: (414) 297-1810
Telefax: (414) 297-1817
E-Mail: 40ml@dodig.osd.mil

MINNEAPOLIS Post of Duty
Gdltier Plaza, Box 14, Suite 414
175 East Fifth Street

St. Paul, MN 55101-2901
Voice (612) 222-0212
Telefax: (612) 222-8316
E-Mail: 40mn@dodig.osd.mil

SIOUX FALLS Post of Duty
230 S. Phillips Ave., Suite 404
Sioux Falls, SD 57102

Voice: (605) 330-4211
Telefax: (605) 330-4410
E-Mail: 40sx@dodig.osd.mil

WICHITA Post of Duty
53456 Lawrence Ct. Suite 230
McConnell AFB, KS 67221
Voice: (316) 682-1991
Telefax: (316) 682-1609
E-Mail: 40wc@dodig.osd.mil

You may also call, write or e-mail the
Department of Defense Hotline at

Defense Hotline

The Pentagon

Washington, DC 20301-1900
Voice: (800) 424-9098

Voice: (703) 604-8546
E-Mail: hotline@dodig.osd.mil




