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Indictments
Income Tax Evasion

A superseding one-count in-
dictment was returned against
Anthony Sainato, Vincent
Sainato, Charles Cagegia, Kent
Vecchio, Michael Farino and
Nicholas Coluccio (the “check
cashiers’), to include James
McAllister, charging conspiracy
to defraud the Internal Revenue
Service (IRS). In asecond su-
perseding one-count indictment,
Anthony Sainato and Vincent
Sainato, to include James McAl-
lister, were charged with con-
spiracy to defraud the IRS by
committing corporate income tax
evasion. The "check cashiers,”
owners of various trucking and
messenger companies, were pre-
vioudly indicted and charged

with conspiracy to defraud the
IRS. The indictments were the
result of an ongoing investiga-
tion into Royce Aerospace Mate-
rials Corporation (Royce), Farm-
ingdale, NY, aformer DoD sub-
contractor that provided raw ma-
terials to prime DoD contractors.
Between 1990 and 1996, Robert
Berger, president of Royce, al-
legedly conspired with the
"check cashiers' and McAllister
by devising afictitiousinvoicing
scheme to generate cash out of
Royce. Aspart of the conspir-
acy, McAllister and the "check
cashiers' provided the names of
numerous fictitious companies to
Berger. Checks were then writ-
ten and issued fro Royce to these
fictitious companies and deliv-
ered back to McAllister. McAlI-
lister then cashed these checks
through various methods, includ-
ing bank accounts held under
their trucking businesses. The
cash was then delivered back to
Berger, less afee kept by McAl-
lister, and was used to pay kick-
backs to prime DoD contractors.
The Sainatos failed to file corpo-
rate tax returns on the income
received from their fictitious
businesses. Special Agent

Stephanie Jimroglou, New Y ork
Resident Agency (RA), iscon-
ducting the investigation jointly
with the IRS.
Bank Fraud

A two-count indictment was
returned against Richard Devell
Hampton, Los Angeles, CA,
charging him with bank fraud
and forgery. Hampton allegedly
knowing that a U.S. Treasury
check for $14,953.55 was stolen,
opened afalse and fictitious
busi ness checking account at
Home Savings of America,
Woodland Hills, CA. Hampton
then deposited the check, issued
by the Defense Finance and Ac-
counting Service (DFAS) in
Denver, CO, into the business
checking account to convert the
fundsto his personal use. The
DFAS check had been issued to
Guild Mortgage, a San Diego
based mortgage company, for
payment of the November 1996
home mortgages of 16 retired
Armed Forces members. Specid
Agent Donald Bolte, Long
Beach RA, is conducting the in-
vestigation.




Surety Bond Fraud

An indictment was returned
against Charles H. Simpson
charging him with 1 count of
conspiracy to defraud the Gov-
ernment and 17 counts of false
statements and possession of
false papers intended to defraud
the Government. Simpson al-
legedly acted in collusion with
other not yet named co-
conspirators to defraud the U.S.
Army and U.S. Air Force by sub-
mitting a bogus appraisal for
property used as collateral for
individual surety bonds. To con-
ceal hisrelationship with co-
conspirators, Simpson allegedly
generated an appraisal that set
the value of the Henrietta Mines,
Poland Junction, AZ, at over
$330 million. Hethen signed a
statement claiming no interest in
the Mines. In reality, Simpson
had entered into an agreement
with the owner of the Henrietta
Mines to receive a monthly con-
sultant’ s fee to manage the
Mines. Special Agent Gregory
Mohr, Phoenix RA, is conduct-
ing the investigation with the
U.S. Army Crimina Investiga-
tion Command (USACIDC), the
Air Force Office of Special In-
vestigations (AFOSI) and the
Federal Bureau of Investigation
(FBI).

Theft of Checks

Staff Sergeant Robert L.
Miller, Jr., U.S. Air Force, was
recommended for trial by court-
martial as aresult of evidence
presented in an Article 32, Uni-
form Code of Military Justice
hearing at Wright Patterson Air
Force Base, OH. The recom-
mendation includes 5 charges

and 30 specifications against
Miller for hisrolein the theft of
funds from the United States.
Miller is charged with allegedly
stealing atotal of 19 U.S. Trea
sury checksissued by the DFAS
Centersin Kettering, OH, and
Castle Air Force Base, CA.
Miller allegedly caused 19 bogus
U.S. Treasury checks, totaling
$938,000, to be issued by DFAS
and then shared the proceeds
from 8 of the checks with a co-
conspirator. Miller’s co-
conspirator recently entered a
guilty pleaiin U.S. District Court,
Dayton, OH, for her part in the
conspiracy to steal the 8 checks,
which totaled $372,000. Specid
Agent John Edmiston, Dayton
RA, is conducting the investiga-
tion with the AFOS!.

Health Care

An information was filed
against Kim Ivan Muncrief,
D.O., charging him with Medi-
caid fraud. Muncrief operated
Pathways of Enid, Incorporated
(Pathways), a counseling busi-
nessin Enid, OK. Pathways rou-
tinely treated Civilian Health and
Medical Program of the Uni-
formed Services (CHAMPUYS)
patients and Oklahoma Medicaid
patients. An investigation found
that the CHAMPUS and Medi-
caid recipients were routinely
counseled by one of Muncrief's
counselors and not by Muncrief;
however, Muncrief billed the

Government programs at the
physician’srate asif he had per-
formed the counseling. Path-
ways submitted over $200,000 in
fraudulent claimsto Medicaid
and submitted similar claims ex-
ceeding $68,000 to CHAMPUS.
Special Agent Charles Case,
Tulsa Post of Duty (POD), con-
ducted the investigation jointly
with the Oklahoma Attorney
General’s Office.
Check Theft

A criminal complaint wasfiled
against Alton H. Braswell charg-
ing him with knowingly stealing
checks belonging to the DoD.
Braswell is employed in the mail
room at the DFAS Center in
Denver, CO. Severa retired
military members, after being
notified by DFAS of unpaid
debts to the DoD, reported they
had previously sent checksto the
DFAS that had been cashed.
The investigation to date has re-
vealed that four checks totaling
$9,300, originally made payable
to DFAS, were cashed with the
name “Alton Braswell” added on
the “pay to” line of the checks.
Special Agent Charles Huggins,
Denver RA, is conducting the
investigation.

Kickbacks

An information filed against
Paul Picard was unsealed in U.S.
District Court, Tampa, FL,
charging him with violating the
Anti-kickback Act. Picard was
the owner and operator of The
Recovery Source, Melbourne,
FL. Aninvestigation found that
Picard allegedly received kick-
backs for patient referrals for
mental health, alcohol and drug
treatments at Manors Hospital

Page 2




and Horizon Hospital in Florida,
including CHAMPUS patients.
Special Agent James Sutherin,
Orlando RA, is conducting the
investigation with the FBI and
the IRS,
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Bribery

Scott King, Marbury, MD,
pled guilty to one count of ac-
cepting a bribe and one count of
failureto file Federal income tax
returns. King was a contracting
officer’ s technical representative
with the IRS. 1n 1990, the IRS,
through King, awarded along-
term, follow-on 8(a) contract
worth $57 million to Washing-
ton Data Systems (WDS), Lan-
dover, MD. The contract re-
quired WDS to provide hardware
and software maintenance com-
puter services. Mark Nicholas, a
consultant to WDS, provided
marketing services for them on
the contract, as well as other
contracts obtained by WDS.
Nicholas was paid 5 percent of
the gross revenues generated by
WDS. The WDS awarded RGlI,
Incorporated (RGI), Falls
Church, VA, a subcontract for
the IRS effort. Paul Kinter per-
formed marketing services for
RGI. Anillicit agreement be-
tween King, Nicholas and Kinter
solicited payoffsin return for as-
surances that WDS would be
awarded contracts with the IRS
under the 8(a) program. The 5
percent commission paid to
Nicholas by WDS would be split
among the three individuals.

Nicholas was paid $1.7 million
in commission fees by WDS.
The payments to Nicholas were
expensed to WDS overhead ac-
counts and the billed against
DoD cost type contracts that
were previously awarded to
WDS. The paymentsto King
were concealed through a money
laundering scheme where these
payments were passed through a
series of financial transactions
such as consultant commissions
and cash payments to Kinter and
King. Special Agent Harry Arm-
strong, Baltimore POD, con-
ducted the investigation with the
IRS and with Defense Contract
Audit Agency (DCAA) auditing
assistance.

Unauthorized Tests

Oneida Research Services, In-
corporated (Oneida Research),
Whitesboro, NY, was convicted
on 15 counts of false statements
and 11 counts of false claims.
From 1979 until November
1995, Oneida Research per-
formed residual gas analysis
tests on microel ectronic devices
that did not adhere to the mili-
tary standard or Oneida Re-
search’s own standard operating
procedures, which were ap-
proved by the Defense Electron-
ics Supply Center, Dayton, OH.
It was further determined Oneida
Research’ s actual test procedure
was known only to its employ-
ees, was undocumented within

the company, was not disclosed
outside the company and was
completely unauthorized by the
DoD. The microelectronic de-
vices were tested for use on the
Tomahawk missile, Maverick
missile, Patriot missile, Seawolf
submarine, F-15, F-16 and F-18
aircraft, the Space Shuittle, the
Space Station, the Hubble Space
Telescope, and other DoD and
National Aeronautics and Space
Administration (NASA) pro-
grams. Special Agent Scott
Miller, Syracuse RA, conducted
the investigation with NASA.
Health Care

Carol D. Friesen, owner of
Cornerstone Counseling of Enid
(Cornerstone) and Friesen Read-
ing Clinic, pled guilty to 19
counts of mail fraud and 13
counts of Medicaid fraud.
Friesen routinely billed reading
lessons provided at the reading
clinic asindividual psychother-
apy. The bills were submitted to
CHAMPUS and Medicaid. The
particular psychotherapy Friesen
billed for must be provided by a
physician. Friesen also submit-
ted similar bills for reading stu-
dents who were not actualy in
the State of Oklahoma at the
time. Theinvestigation deter-
mined Friesen/Cornerstone sub-
mitted over $150,000 in fraudu-
lent claims to CHAMPUS and
Medicaid. Special Agent
Charles Case, Tulsa POD, con-
ducted the investigation jointly
with Oklahoma Attorney Gen-
eral’s Office.

Health Care

Dr. Muttaiya Darmargjah, a
psychiatrist from Panama City,
FL, pled guilty to an information
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filed earlier the same day in U.S.
District Court, Pensacola, FL.
Darmargjah was charged with
submitting false claims to Fed-
eral insurance programs and in-
come tax evasion. Further, a
civil settlement wasfiled in
which Darmargjah agreed to pay
$1.8 million. Between January
1992 and December 1996, Dar-
margjah billed routine medical
management visits as one hour
psychotherapy sessions. The
bills were submitted to CHAM-
PUS, Medicare and the Federal
Employees Health Benefits Pro-
gram. In the 1994 tax year, Dar-
margjah failed to report
$105,000 in earnings. Asare-
sult of plea negotiations, the
losses were established at
$900,000. Specia Agent Craig
Brueckman, Pensacola POD,
conducted the investigation with
the FBI, the IRS, the Department
of Health and Human Services
(HHS) and the Office of Person-
nel Management, with DCAA
auditing assistance.
Sentences
Health Care

Dr. David E. Sternberg was
sentenced to 60 months incarcer-
ation, 3 years supervised release
and $928,690.43 in fines and
restitution. Sternberg was previ-
ously convicted on 13 counts of
mail fraud, 1 count of interstate
transportation in aid of racke-
teering and 21 counts of money
laundering. From 1990 through
the present, Sternberg operated a
psychiatric practice in the
Kansas City metropolitan area
and enriched himself by maxi-
mizing reimbursements from
Federal and private insurance

programs by submitting false
and fraudulent claims. An inves-
tigation found that Sternberg
paid 15 percent of the amount he
collected for treating patients re-
ferred to him by a psychologist
as kickbacks. Sternberg also
laundered money and promoted
the kickback scheme by deposit-
ing the proceeds collected from
the kickback scheme and then
withdrawing the proceeds to pay
the kickback. He further so-
licited a $250,000 bribe and the
referral of 25 new patients per
month from a psychiatric hospi-
tal, in return for referring pa-
tients to the psychiatric hospital
for hospitalization. Special
Agen Troy Bird, Kansas City
RA, conducted the investigation
jointly with the FBI.
Health Care

Dr. Howard M. Addis was sen-
tenced in U.S. District Court,
South Bend, IN, to 37 months
imprisonment, 3 years super-
vised release and a $40,000 fine.
Addis was convicted of solicit-
ing and receiving kickbacksin
exchange for patient referrals to
St. Joseph’s Medical Center, in-
cluding CHAMPUS beneficia-
ries. At the Government’sre-
quest, Addis sentence was en-
hanced by the Court to include
obstruction of justice. Addis
committed perjury during the
first part of his sentencing hear-
ing and during his testimony be-
fore the Federal grand jury that
eventually indicted him and an-
other physician, Peter D. Farr.
Special Agent Jim Terbovich,
Dayton RA, conducted the inves-
tigation in conjunction with the
Northern Indiana Medical Fraud

Task Force. The participating
agenciesinclude the FBI, the
HHS and the Indiana Medicaid
Fraud Unit.

Product Substitution
Grimco Pneumatic Corpora-
tion (Grimco), Paterson, NJ, and

David Grimaldi, Jr., Grimco’s
owner, were sentenced as fol-
lows: Grimco to 5 years proba-
tion, a $64,000 fine and a $400
specia assessment; Grimaldi to
3 months incarceration, 3
months home confinement, 2
years probation, a $10,000 fine
and a $200 special assessment.
They previoudly pled guilty to
obstructing a Government audit
and obstructing a Government
investigation. Under Grimaldi’s
direction, Grimco provided de-
fective manufactured machine
parts to the Government and fal-
sified documents to conceal the
defects. In February 1988, the
U.S. Navy contracted with
Grimco to produce arresting gear
components. These components
are critical for the safe and effec-
tive operation of landing aircraft
aboard aircraft carriers. The
$704,000 contract required
Grimco to manufacture the com-
ponents to exacting specifica-
tions and to subject them to vari-
ous treating and testing proce-
dures. Aninvestigation deter-
mined that in many cases, the
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specifications and procedures
were not followed, nor did
Grimco maintain aquality con-
trol system to ensure thein-
tegrity of the components. After
being placed into service, many
of the parts eventually failed.
When DaoD representatives
sought inspection records from
Grimco to investigate the com-
ponent failures, Grimco provided
false and fictitious inspection
records to Government auditors.
These same fal se documents
were also provided in response
to a Government nvestigatory
subpoena. Specia Agent Stan-
ley Newell, New Jersey RA,
conducted the investigation with
the Naval Criminal Investigative
Service.
Health Care

Dr. Sergio C. Stone, formerly
of the University of California
Irvine (UCI) Center for Repro-
ductive Health, was sentenced to
12 months home detention, 36
months probation, a $50,000
fine, $14,819 restitution and a
$450 special assessment fee.
Stone was previously convicted
on nine counts of mail fraud.
Stone and others operating the
UCI Center for Reproductive
Health billed Federal and private
insurance programs for assistant
surgeon services during medical
procedures when, in fact, no as-
Sistant surgeons were present.
The Federal insurance programs
included Medicare and CHAM-
PUS. Specia Agent Michael
Blackburn, Western Field Office
(FO), conducted the investiga-
tion with the FBI, the IRS, the
U.S. Customs Service and the
Cadlifornia State Medical Board.

Civil Informations
Inflated Claims
A civil complaint wasfiled
against Research Management
Corporation (RMC), Virginia
Beach, VA, and Joseph Garcia,
president and chief executive of -
ficer of RMC. The Government
seeks a judgment of $698,958
against the defendants under the
False ClamsAct. TheRMC al-
legedly failed to disclose quan-
tity discount pricing information
on materials, namely equipment
racks, in proposals it submitted
tothe U.S. Navy. Garciaal-
legedly signed afalse certificate
of current cost or pricing data
that failed to disclose quantity
discounts for the equipment
racks. Aninvestigation deter-
mined RMC was allegedly in
possession of discount pricing
information on the equi pment
racks nearly 7 months prior to
submitting its final proposal and
also had ordered them at dis-
count prices prior to submitting
itsfinal proposal. Thisfailure
caused the submission of 36 in-
flated claims to the Government
and the resulting overpayment of
$112,986 to RMC. Special
Agent Christine Schuck, Norfolk
RA, is conducting the investiga-
tion, wth DCAA auditing assis-
tance.
Civil Settlement
Progress Payment
Pacific Aero Manufacturing,
Incorporated (Pacific), Pueblo,
CO, entered into a settlement
agreement with the Government
in which Pacific agreed to pay
the Air Force $430,000 to settle
aFase ClamsAct violation. In

addition, Richard Grant, Pa-
cific's president, was ordered to
personally pay $45,000 of the
total. Pacific was awarded a
contract by the U.S. Air Forceto
produce SUU-20 A/B bomb and
rocket dispensers. The contract
was valued at approximately
$2.6 million. Pacific submitted a
first production progress pay-
ment request for $271,845 to the
Government. Included in that
request were invoices for
$120,000 and $21,845 paid to
RCH Engineering (RCH); in-
voices for $35,830, $32,420 and
$1,500 paid to National Techni-
cal Systems; and one invoice for
$2,000 paid to the Department of
the Army. The entire progress
payment request was false, as al
the invoices related to first arti-
cle work, not production work.
The Air Force had aready reim-
bursed Pacific for these invoices
during the preproduction period.
In addition, it was determined
Pacific had altered the RCH in-
voices to claim an additional
$120,000 over the amount RCH
had actually billed Pacific. The
original RCH invoiceswerein
amounts of $20,000 and $1,845,
but were altered to read
$120,000and $21,845. Special
Agents Charles Huggins, Denver
RA, and James Schaeffer, West-
ern FO, conducted the investiga-
tion.




Ut '

4
Tzl

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




