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Prosecutions
Bribery
Indictments were returned in
Trenton, NJ, against Henry Gaiters,
former Meat Department manager
for the McGuire Air Force Base
(AFB) Commissary, Wrightstown,
NJ; John Zarra, sales representa-
tive, Penn Packing Company, Incor-
porated, doing business as Butler
Foods (Butler); and Carlos Samper,
sales representative, Butler.
Gaiters was charged with 15 counts
of conspiring to accept bribes, ac-
cepting bribes as a public official
and tax evasion. Zarraand Samper
were each charged with four counts
of tax evasion. From 1989 to 1995,
while employed as the McGuire
AFB Commissary meat manager,
Gaiters allegedly received bribes
exceeding $196,000 from Commis-
sary meat vendors. In exchange,
Gaiters provided favorabl e treat-

ment to the vendors that included
confidential bid information the
vendors used to compete for Com-
missary business. Gaitersfailed to
report any of hisalleged illicit earn-
ings on his Federal tax returns.
Zarraand Samper allegedly failed
to report alarge portion of their in-
come, mainly paid though cash
salaries, for the years 1991 through
1994. Special Agent Stanley
Newell, New Jersey Resident
Agency (RA), is conducting the in-
vestigation with the Federal Bureau
of Investigation (FBI), the Internal
Revenue Service (IRS) and the Air
Force Office of Special Investiga-
tions.

Bribery

A 52-count indictment was re-
turned in the Eastern District of
Pennsylvania against Lawrence
Lipoff and Steven Lipoff, owners
of Butler, aDaD contractor, charg-
ing each with 1 count of conspiracy
to defraud the United States, 3
counts of filing afalse tax return,
25 counts of mail fraud, 10 counts

of bribery of apublic official, and 1
count of sale of misbranded meat.
Also indicted were Butler employ-
ees Mary Mullin, Mark Gordon and
Francis Taylor, each charged with
one count of conspiracy to defraud
the United States and three counts
of filing afalse tax return; Carlos
Samper and John Zarra, each
charged with one count of conspir-
acy to defraud the United States.
The Lipoffs, owners of Butler, al-
legedly devised a scheme to pay
bribes to Government officials and
kickbacks to commercial customers
in exchange for the amount of meat
purchased from Butler. Specifi-
cally, the Lipoffs allegedly paid 5
cents to Henry Gaiters, former meat
manager of the McGuire AFB
Commissary, for every pound of
meat purchased rom Butler. The
expense was covered by inflating
the price charged, which increased
the cost to the Government.
McGuire AFB purchased approxi-
mately $6.7 million of meat from
Butler from 1992 to 1995. The
monthly bribe payments to Gaiters
averaged about $2,500 per month.
In addition, between 1992 and
1995, the Lipoffs paid approxi-
mately $111,000 to five Thriftway
meat managers. Those managers
have already been charged and have
pled guilty. The Lipoffsalso paid
cash salaries to themselves and sev-
eral Butler employees. Those cash
salaries were not reported on tax
returns. The Lipoffsarealso al-
leged to have relabeled low grade
meat and sold it to customers as
higher grade meat, thereby attaining
a higher profit from the sale. Spe-
cial Agent Heather Zimmerman,
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Northeast Field Office (FO), is con-
ducting the investigation jointly
with the FBI and the IRS.
Product Substitution

A 42-count indictment was re-
turned against David M. Mitchell,
co-owner and president of Camp-
bell M. Industries, Incorporated
(CMI), Stockton, CA, charging him
with mail fraud, wire fraud and aid-
ing and abetting. Mitchell al-
legedly engaged in a scheme to pro-
vide surplus aircraft parts on DoD
small purchase contracts. Anin-
vestigation determined that
Mitchell allegedly directed his em-
ployeesto fill the purchase orders
with surplus parts located on the
Inventory Locator Service. The
scheme involved repackaging the
parts and falsifying source informa-
tion. An examination of 21 small
purchase orders awarded to CMI
revealed that on each, Mitchell sup-
plied surplus parts rather than new
parts. Thetotal cost of the 21 small
purchase orders exceeds $275,000.
Special Agent T.C. Mclntosh, San
Francisco RA, is conducting the
investigation.

Embezzlement

A 21-count indictment was re-
turned in U.S. District Court, Los
Angeles, CA, charging SonyaR.
Fernandez with theft and embezzle-
ment, and submitting false state-
ments to the Government. Fernan-
dez allegedly continued to receive
the Federal retirement benefits of
Luciano Garcia, aformer U.S.
Navy veteran, for 10 years after his
death in 1987. The funds were
electronically deposited into a bank
account held jointly by Garciaand

Fernandez, his adopted daughter.
Fernandez failed to notify the Gov-
ernment of Garcia s death, then re-
ceived and converted to her own
use over $97,000 from the Defense
Finance and Accounting Service
(DFAS) and over $91,000 in elec-
tronically deposited retirement
funds for Garcia from the Social
Security Administration (SSA).
Fernandez also falsified numerous
income declarations submitted to
Federal and local welfare agencies
by failing to declare the DFAS and
SSA income. Asaresult, shere-
ceived additional income of over
$81,000 in Federal housing subsi-
dies from the Department of Hous-
ing and Urban Development
(HUD). Specia Agent Michael
Blackburn, Western FO, is conduct-
ing the investigation.
Theft

An indictment was returned
against Hanry Lee Mooney and An-
nie Marie Roy, both of St. Louis,
MO, charging each with three
counts of theft. Mooney alegedly
created fictitious businesses and
Roy, aformer voucher examiner for
DFAS-St. Louis, prepared fraudu-
lent U.S. Army contracts that re-
sulted in Mooney receiving two
payments that totaled $24,795.
Special Agent Linda Hanley, Cen-
tral FO, is conducting the investiga-
tion with the FBI and the U.S.
Postal Inspection Service.

Assault

An information was filed against
Terry Jay Johnson, attorney at law,
Lake Charles, LA, charging him
with simple assault. During the ex-
ecution of a Federal search warrant
at the law offices of H. Gayle Mar-
shall, Lake Charles, Johnson
forcibly assaulted and impeded a
DCI S specia agent during the per-
formance of his official duty. John-
son was hot a subject of the investi-
gation but shared office space with

Marshall. The prosecution is being
handled by Assistant U.S. Attorney
Jerry Bertinot, Western District of
Louisiana, Lafayette, LA.

Witness Tampering

Elizabeth J. Rogers, Belleville,
IL, was convicted of one count of
felony theft and two counts of tam-
pering with awitness. Rogers, the
on-site manager for Specialized
Services, Incorporated (SSI), Scott
AFB, IL, obtained 18 payrall
checks of aformer employee by
submitting false timecards. The
payroll checks were then deposited
into Rogers personal checking ac-
count. Initially, the former em-
ployee stated she worked for SSI
for about ayear and that Rogers
had fraudulently cashed her payrall
checks. Later, the employeere-
canted her statements and con-
fessed that she was given $4,000 by
Aubrey Rogers, the assistant on-site
manager, and wastold to lieto in-
vestigators. Elizabeth Rogers also
provided the former employee with
acashier’s check equal to the full
amount of wages falsely obtained
($9,956.20). Specia Agent Steven
Wattles, Central FO, conducted the
investigation.

Product Substitution

Plasmaterials, Incorporated
(Plasmaterias), San Ramon, CA,
and Donald Sarrach, its president,
pled guilty to one count of mail
fraud. Aninvestigation determined
that Plasmaterials purchased low
purity level “sputtering targets,”
repackaged the items and provided
acertificate of analysisthat falsely
represented the targets were of a
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higher purity level. The noncon-
forming targets were then shipped
to prime contractors, suppliers and
vendors of the DoD, the Depart-
ment of Energy and the National
Aeronautics and Space Administra-
tion (NASA). Thetargets are used
to create thin film coatings on vari-
ous metallic or nonmetallic surfaces
to strengthen or illuminate that sur-
face. The coatings are used on air-
craft canopies and in microproces-
sor assemblies, aswell as other
aerospace and military applications.
Special Agents Davidson Martin
and Byron McGinley, San Fran-
cisco RA, conducted the investiga
tion with the FBI.
Kickbacks

Teri Headrick and Robert Olson
pled guilty to receiving or paying
kickbacks. Headrick wasthe
owner/operator of the Florida Im-
potence Clinic (FIC), Tallahassee,
FL, and Olson was the owner/oper-
ator of the FIC, Jacksonville, FL.
An investigation determined that
Headrick and Olson received pay-
ments for patient referrals to Physi-
cian’s Choice Diagnostic Company,
Orlando, FL, a diagnostic services
company that provides serviceto
CHAMPUS/TRICARE patients.
Special Agent Robert Calvert, Or-
lando RA, conducted the investiga-
tion with the IRS, Department of
Health and Human Services (HHS)
and the U.S. Postal Inspection Ser-
vice.

Product Substitution

Richard Giser, former president
of Micro Hybrid Systems (MHS),
Easton, MA, pled guilty to one
count of wire fraud. Aninvestiga-
tion found that Giser supplied non-
conforming itemsto the DoD
through the Defense Electronics
Supply Center (DESC). The non-
conforming items MHS provided
DESC were used in Sidewinder and
Tartar missile systems. During the

investigation, al the microcircuits
were x-rayed from one shipment of
50 linear microcircuits purchased
from Giser and MHS. All the
micro-circuits were determined to
be completely empty, even though
the accompanying certificates of
compliance stated they met all ap-
plicable specifications. Special
Agent Theresa Quellhorst, Dayton
RA, conducted the investigation
with the FBI.

Sentences

Gratuities

Bill G. Bass, former deputy direc-
tor of the Microgravity Science and
Applications Division, NASA Mar-
shall Space Flight Center,
Huntsville, AL, was sentenced in
Norfolk, VA, to 1 year of super-
vised probation, a$1,000 fineand a
$50 specia assessment fee. Bass
previously pled guilty to one count
of conspiracy to accept gratuities.
Bass accepted a series of meals
from officials of the Science and
Technology Corporation (STC), a
minority-owned scientific research
and development company in
Hampton, VA. At thetime, Bass
was the contracting officer’ s techni-
cal representative and selecting of -
ficial for a$3.5 million sole source
NASA contract awarded to STC.
The contract was for scientific sup-
port services of microgravity re-
search and development and in-
volved U.S. Navy funding, trans-
ferred to NASA through military
interdepartmental purchase re-
quests, from the Naval Research
Laboratory, Washington, DC. The
STC previously pled guilty to pro-
viding Government officials with

gratuities to influence contract
awards. Special Agent John
Schlotterer, Norfolk RA, conducted
the investigation with NASA and
with audit assistance from the De-
fense Contract Audit Agency
(DCAA).
Environmental Crime

Cincinnati Steel Treating was
sentenced in U.S. District Court,
Cincinnati, OH, to 3 years proba-
tion, a $50,000 fine and a $125 spe-
cial assessment. The company pre-
viously pled guilty to violating the
Clean Water Act. Based on are-
port from the Ohio Environmental
Protection Agency, an investigation
determined that Cincinnati Steel
Treating improperly disposed of oil
used in its production process by
discharging it into a navigable wa
terway. Cincinnati Steel Treating,
a subcontractor to DoD contractor
Cincinnati Gear, Cincinnati, OH,
produced ship propul sion compo-
nents for the Defense Logistics
Agency (DLA). A by-product of
the manufacturing processis haz-
ardous waste and used oils that re-
quire proper disposal, the cost of
which is passed on to the DoD by
way of the contracts. Special
Agent Theresa Quellhorst, Dayton
RA, conducted the investigation
jointly with the FBI under the aus-
pices of the U.S. Attorney’s Office
Southern Ohio Environmental Task
Force.
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Contract Fraud
Michael B. Snow, owner, Crest-
liner, Incorporated, Salt Lake City,
UT, was sentenced to 45 daysin-
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carceration, 3 years probation and
$45,000 in restitution. Snow previ-
ously pled guilty to committing
fraud against the Workers' Com-
pensation Fund of Utah (WCFU).
Crestliner was awarded subcontract
work for roof repair and upgrade on
seven large warehouse buildings at
Tooele Army Depot (TAD),
Tooele, UT. Under the contract,
Crestliner was required by the DoD
and the State of Utah to provide
workers' compensation protection
for employees working on the TAD
project. During a4-year period,
Snow defrauded the WCFU of in-
surance premiums by falsifying in-
formation and failing to pay correct
WCFU premiums. Based on Gov-
ernment and commercial contract
work, Snow defrauded the WCFU
of $253,936. Civil and administra-
tive actions against Snow are pend-
ing. Special Agent James Lacy,
Salt Lake City RA, conducted the
investigation with the Criminal In-
vestigative Unit of the WCFU.
Fast Pay Fraud

Cabel Calloway was sentenced in
U.S. District Court, District of
Columbia, to 4 months home deten-
tion, 5 years probation, $78,180
restitution and a $100 special as-
sessment fee. Calloway previously
pled guilty to one count of mail
fraud. Caloway was the owner and
president of Allied Tools, Limited;
Industrial Distribution Supply Ser-
vices, Incorporated; Industra Mate-
rials Corporation, and C.1. Indus-
tries, Incorporated, all in Washing-
ton, D.C. Aninvestigation found
that Calloway devised a scheme to
defraud the DoD of more than
$78,000. He used multiple com-
pany names and fictitious employee
names to obtain numerous contracts
from the DLA and receive payment
from the DoD without delivering
any goods. Between 1991 and
1997, Calloway obtained approxi-

mately 200 DLA contracts to pro-
vide goods from manufacturers di-
rectly to military bases and other
DoD facilities. Calloway obtained
the contracts from two DoD buying
centersin Richmond, VA, and
Columbus, OH. The type of con-
tracts allowed Calloway to bill the
DoD under fast payment proce-
dures, which permitted Calloway to
invoice the DoD once the goods
were shiped to the destination. For
numerous contracts, Calloway in-
voiced and obtained payment but
never provided any goods. Special
Agent Robert O’ Neill, Mid-Atlantic
FO, conducted the investigation.

Health Care Fraud
Charles T. Rubio, Ph.D., Opdlika,
AL, was sentenced to 12 months
confinement, 3 years supervised
release, a $5,000 fine, $65,332
restitution and a $100 specia as-
sessment fee. Rubio previously
pled guilty to filing false claims
with the Civilian Health and Medi-
cal Program of the Uniformed Ser-
vices (CHAMPUS) and Medicare.
From about January 1993 to July
1995, Rubio made claims for pay-
ment of psychological services he
purportedly provided to CHAM-
PUS and Medicare patients, when
he had knowingly not provided
those services. Special Agent
Charles Suttles, Southeast FO, con-
ducted the investigation with the
FBI.

Civil Information

False Prescription Claims

A six-count civil complaint un-
seadled in U.S. District Court,
Tampa, FL, charged Eckerd Corpo-

ration (Eckerd) with making false
claims, receiving unjust enrichment
and breach of contract. The Gov-
ernment is seeking over $15 million
in civil penalties. Eckerd, one of
the largest pharmacy chainsin the
United States, is alleged to have
defrauded CHAMPUS/TRICARE,
Medicaid and the Federal Employ-
ees Health Benefits Program by fil-
ing false claims for prescription
payments. The investigation identi-
fied numerous instances in which
Eckerd was unable to compl etely
fill the patient’ s prescription and
the patient was instructed to return
for the balance. When a patient did
not return for the balance of the
prescription, the drugs were al-
legedly returned to stock or resold
to other customers. Eckerd did not
credit the accounts of the Govern-
ment programs with the costs of the
portion not provided to the patient.
Special Agent James Sutherin, Or-
lando RA, is conducting the investi-
gation with the Florida State Attor-
ney General’s Office.

D 5B
Civil Settlements

Truth In Negotiations

Lockheed Martin Corporation
(LMC), successor in interest to
General Electric Company (GEC)
Aerospace Controls Systems De-
partment, Binghamton, NY/, the
McDonnell Douglas Corporation
(MDC), the U.S. Navy and the De-
partment of Justice entered into an
agreement to resolve allegations
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that GEC violated the Truth in Ne-
gotiations Act. The LMC agreedto
pay the Government $7,865,000 to
resolve allegations that GEC failed
to provide current, accurate and
complete cost and pricing data to
MDC during negotiations with the
Navy for contracts involving the F/
A-18 aircraft. Asaresult, the Gov-
ernment paid a higher price for
these aircraft. The GEC provided
the flight electronic control systems
on the F/A-18 aircraft. TheLMC
and MDC have not acknowledged
any wrongdoing as part of this set-
tlement. Special Agent Donald
McNamara, Syracuse RA, con-
ducted the investigation with the
Naval Criminal Investigative Ser-
vice and with audit assistance from
the DCAA.

d.

Health Care Fraud

Medshares Home Care of Ten-
nessee, Incorporated, doing busi-
ness as Home Care of North Cen-
tral Tennessee, Incorporated
(NCT), Nashville, TN, agreed to a
civil settlement of $1.2 million for
aleged violations of the False
Claims Act. The settlement was
the result of agui tam suit. The
NCT provided home health services
under Government programs such
as CHAMPUS and Medicare. The
services included skilled nursing
visits, home health aide visits, med-
ical socia service visits, occupa
tional therapy visits, physical ther-
apy visits and medical supplies.
Through an audit of arandom sam-
pling of Medicare patients' records,
the Government determined that 17
percent of the records contained
some billing errors and estimated
an average loss per problem record.
The Government was then able to

project the total loss to the United
States for the time period in ques-
tion. Specia Agent Jeffrey Knut-
son, Nashville Post of Duty (POD),
conducted the investigation in con-
junction with other task force mem-
bers from the FBI, the HHS and the
Tennessee Bureau of Investigation.

Program Integrity Act

A civil settlement agreement was
reached with Pellerin Laundry Ma
chinery Sales Company, Incorpo-
rated (Pellerin), and John D. Step-
nes, its former vice president of
sales, Kenner, LA. Pellerin and
Stepnes must jointly pay $40,000 in
damages to the Government for vio-
lations of the Procurement Integrity
Act. In 1993, Stepnes, on behalf of
Pellerin, unlawfully obtained the
confidentia bid information of a
competitor from Wallace E. Day.
Day, aformer U.S. Air Force pro-
gram manager and procurement of -
ficial, was responsible for the pro-
curement of industrial laundry
equipment for military installations
worldwide. On more than one oc-
casion, Stepnes and Day collabo-
rated to provide Pellerin an unfair
advantage in competing for the
award of a contract to install alaun-
dry system at Kadena Air Base,
Japan. The contract was valued at
nearly $1.7 million. All procure-
ment actions were terminated when
DoD officials discovered theillegal
exchange of information. If Pel-
lerin had received the award, the

Air Force wold have paid over
$50,000 more to purchase the laun-
dry equipment. Prosecutive action
against Day is being pursued. Spe-
cial Agent Anthony Burnell, New
Orleans RA, conducted the investi-
gation.
Health Care Fraud

A civil default judgment was en-
tered against Physical Therapy and
Rehabilitative Services of North-
west Florida, Incorporated (PTRS),
Fort Walton Beach, FL; Virginia
C.D. Leg, president, and PatriciaD.
Socarras, vice president. The Gov-
ernment was awarded $252,539.14
in damages and costs stemming
from a qui tam lawsuit under the
Civil Fase Claims Act. The PTRS,
Lee and Socarras defrauded
CHAMPUS by misrepresenting the
identify of the actual provider of
physical therapy services. The
CHAMPUS authorizes reimburse-
ment of physical therapy services
rendered only by registered physi-
cal therapists. The PTRS submitted
claimsfor services actually ren-
dered by physical therapy assis-
tants, physical therapy aides, reha-
bilitation technicians, occupational
therapists, certified occupational
therapist assistants and registered
physical therapists who had not yet
received a CHAMPUS number.
Between January 1991 and Decem-
ber 1993, PTRS submitted an esti-
mated 229 false claims and was
overpaid $27,050.84. The qui tam
relator was awarded $10,959.77 in
attorney’ s fees and will receive a
portion of the awarded judgment.
The PTRS, Lee and Socarras face
possible administrative sanctions
by CHAMPUS and/or state licens-
ing authorities. Special Agent
Craig Brueckman, Pensacola POD,
conducted the investigation with
audit assistance from the DCAA
and CHAMPUS.
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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: 409 @dodig.osd.mil

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

Des Plaines, 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

KANSASCITY 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
Galtier 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




