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	 NAVFAC Southwest
Information Video


	 FRAUD PREVENTION AWARENESS



	 This NAVFAC Southwest Information Video addresses Fraud Prevention Awareness in Navy and Marine Corps Design and Construction.; This Information Module is intended for Architects, Engineers, Contractors, Subcontractors and Suppliers, as well as Government Employees.
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	 Purpose


	 Challenging, but rewarding opportunity.


	 Contracting with the Government


	 Acceptable commercial practices may be considered fraud in the government.


	 Everyone’s reputation is important.


	 Fraud prevention = everyone’s responsibility.


	 Federal Law Applies ... !!!!!


	 Purpose of this presentation . . .


	 Increased fraud prevention awareness


	 Brand X


	 Proactive fraud detection & reporting


	 Higher statutory and regulatory policies and procedures as well as more stringent DOD criteria & ethical standards.


	 Objective = Procurement of facilities with longer lifespans to support America’s war fighters


	 Proactive fraud prevention is key

to a continuing relationship with 

the government !!!!!



	 Contracting with the Government can be a challenging but rewarding opportunity.  We invite you to partner with the Government in an effort to prevent fraudulent practices which sometimes occur on Government construction projects.  It is important to recognize that certain otherwise acceptable commercial business practices may be considered fraud in Government Contracting.  The Government understands that reputation in the Architecture, Engineering and Construction Contracting community is very important to continued business growth.  That's why Fraud Prevention Awareness is everyone's responsibility.  Federal Law applies to all Federal Government Contracts.; The Purpose of this presentation is to raise Fraud Prevention Awareness and to facilitate Fraud Detection and Reporting.; Government Contracts are held to Higher Statutory, Regulatory, Policy and Procedures as well as stringent Department of Defense Criteria and Ethical Standards.  NAVFAC Contracts require construction of facilities which will serve our War Fighters for a long, long time ... significantly longer than  the normal life span of facilities constructed outside of Government Installations.; Proactive fraud prevention is key to a continuing working relationship with the Government.
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	 References and Documentation


	 Applicable Statutes, Regulations, Policies and Procedures.


	 Basic Contract ( if MACC or IDIQ )


	 Task Order or Delivery Order


	 SECNAV INSTRUCTION 5430.92B


	 DOD INSTRUCTION 7050.05, June 4 2008


	 FAR 52.203-13 Contractor Code of Business Ethics and Conduct



	 References and Documentation for this NAVFAC Southwest Information Video includes Applicable Statutes, Regulations, Policies and Procedures. It also includes documentation supporting the basic contract ( if macc or idiq), task order or delivery order, which includes the rfp and basic contract together, the accepted contractor proposal, final design modified into contract, and other modifications to the contract. Secnav instruction 5430.92B, which goes over roles and responsibilities to counteract acquisition fraud, waste and related improprieties with DON; establishes acquisition integrity office (AIO), and definitions of acquisition fraud, and ktr fraud. DOD instruction 7050.05, dated june 4 2008, which explains coordination of remidies for fraud and corruption to procurement activities, as well as administrative remedies and civil or criminal remedies. AND FAR 52.203-13 Contractor Code of business ethics and conduct, containing contracts over $5 million or 120 days duration, ktrs business ethics awareness and compliance program within 90 days after award, and extent to subcontracts falling within $5 million / 120 day scope. 
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	 Non-Compliance vs Fraud


	 Non-Compliance vs Fraud


	 Contract Requirements


	 Contractor non-compliance is typically NOT Fraud.


	 Compliance


	 Failure to comply with the contract typically results in contractual remedies.


	 Non-Compliance


	 ACO may report suspect activity or may seek assistance from the Acquisition Integrity Office.


	 Administrative Contracting Officer ( ACO )


	 Acquisition Integrity Office may refer suspect activity to NCIS.


	 Acquisition
Integrity
Office


	 ANYONE can report suspected fraudulant activity.


	 NCIS assumes the government is properly applying contractual remedies


	 Contractual
Remedies


	 If NCIS investigation finds fraud, NCIS will investigate further and may seek legal remedies


	                       NCIS
              Investigation


	        Legal
        Remedies


	 Fraud


	 Fraud is deliberate, intentional and its purpose is to deceive.


	 Deliberate

Intentional

Deceptive


	 The government expects full and complete contract compliance.


	 Contracting Officer


	 Chain of Command


	 Inspector General’s Office


	 NCIS



	 The Governmenr expects full and complete Contract Compliance.  Contractor Non-Compliance with Contract Terms & Conditions is typically NOT Fraud.  Fraud requires a deliberate or intentional act designed to deceive or to gain an unfair advantage over another.; Failure to Comply with Contract Terms & Conditions typically results in Contractual Remedies.  Contractual remedies are the most appropriate tool for dealing with non-compliance, provided the non-compliance is not in fact fraudulent.; An Admninistrative Contracting Officer or ACO, who suspects that contractor non-compliance is potentially fraudulent, may report that activity directly or seek assistance from the Acquisition Integrity Office.  It is important to note, however, that anyone can report suspect activity directly to their Chain of Command, the Contracting Officer, the Command Inspector General Office or NCIS.; NCIS assumes that the Government is properly applying contractual remedies to correct Contractor Non-Compliance.; If Suspected Criminal Activity is reported, NCIS will initiate an Investigation which may or may NOT lead to Legal Remedies.  The NCIS investigation will determine whether or not someone has "crossed the red line" into fraudulent activity.  If the NCIS Investigation finds fraud, NCIS will seek legal remedies.
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	 Suspect Activities


	 Acts Beyond an Oversight or Simple Mistake


	 Deliberate, Intentional & Deceptive Acts


	 A Pattern or Patterns of Suspect Behavior


	 Within a Single Contract


	 Across Several Contracts



	  Suspect Activities which may gain the interest of fraud investigators include:; Acts Beyond an Oversight or Simple Mistake
; Deliberate, Intentional & Deceptive Acts; A Pattern or Patterns of Suspect Behavior, which may occur; Within a Single Contract; OR across several Contracts; If something doesn't quite measure up to contractual expectations, our tendency is to say, "Oops !  We had better fix that and make it right !"  If we don't pay attention to and react appropriately to the warning signs, an "Oops" can quickly turn into a "Fraud".
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	 NCIS Mission


	 To safeguard the integrity
of Department of the Navy Acquisition Programs.


	 To Enhance Fleet Readiness and Safety by conducting investigations and initiatives to reduce fraud in the procurement process.


	 Naval Criminal Investigative Service



	 The Naval Criminal Investigative Service ( NCIS ) Mission is; To Safeguard the Integrity of Department of the Navy Acquisition Programs; To Enhance Fleet Readiness and Safety by Conducting Investigations and Initiatives to Reduce Fraud in the Procurement Process
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	 What is Fraud ?


	 Definition


	 Who Commits Fraud ?


	 Fraud is an INTENTIONAL or DELIBERATE

act designed to DECEIVE or gain an unfair

advantage over another.


	    Insiders       Government Employees


	 Outsiders    Contractors or Subcontractors


	 Both             Government & Contractors


	 Fraud Prevention Awareness is

Everyone’s Responsibility !


	 Anyone can

Report Fraud !



	 Fraud is an intentional or deliberate act designed to deceive or gain an unfair advantage over another.; Fraud may be committed by individuals within the Government, referred to as Insiders, OR; by Outsiders which may include Contractors, Architects, Engineers, Subcontractors, Suppliers and other product and service providers, OR; In some instances, fraud may involve both contractors and government employees acting in concert with each other.; Navy and Marine Corps Facilities designs and construction are complex processes involving hundreds of people.  This makes it important to remember that Fraud Prevention Awareness is Everyone's Responsibility.; And ANYONE can and should report suspected or potential fraud as soon as they become aware of the suspected fraudulent act.
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	 When does Fraud Occur ?


	 Pre-Award                     Acquisition


	 Post-Award                                                    


	 Design Start


	 RFP Prep


	 DBB        Acqn


	 Completion 


	 Beneficial Occupancy ( BOD )


	 Final Design


	                                            Design-Build
				Construction


	 Final Design


	 Design Start


	 Award of
Construction Contract


	 Design-Bid-Build Construction


	 Final Design ( DBB )
or RFP Prep ( DB ) 


	 Solicitation


	 Bidding


	 Selections


	 Negotiations


	 Contract Execution & Administration


	 Scoping, Estimating & Negotiating Contract Mods


	 Project Testing and Acceptance


	 Completion & Beneficial Occupancy ( BOD )


	 Contract Award


	 Project
Time Line


	 Evaluations


	 Proposals


	 DB Acqn


	 DBB


	 DB


	 Completion



	 Fraud may occur at any point in the Design, Acquisition and Construction Phases of the Facitilites Acquisition Process for any project or contract.; During Pre-Award, the process is vulnerable to fraudulent acts especially within solicitations, Bidding, Proposals, Evaluations, Selections, Negotiations and Construction Contract Award.; During Construction Contract Execution and Administration, and especially when scoping, estimating, negotiating and awarding Contract Modifications, fraud may also occur.  In addition, fraud may happen during Project Testing and Acceptance, Completion and Beneficial Occupancy.; In short, suspect activities can occur at any time throughout the process !
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	 Procurement Fraud Categories


	 What Could Possibly Go Wrong ? 


	 ... Right ?


	 Unapproved Contract Variations


	 Product Substitutions


	 Defective Pricing


	 Cost Mischarging


	 Accounting Mischarges


	 Labor Mischarges


	 Environmental Crimes


	 Bribery


	 Gratuities


	 Subcontractor Kickbacks



	 So ... a contractor has been awarded, or soon will be awarded, a new Construction Contract with the Federal Government.  Congratulations are in order !  What could possibly go wrong ? ... RIGHT !!!!!; During the remainder of this presentation, we will be briefly discussing several Procurement Fraud Categories, including; Unapproved Contract Variations, Product Substitutions, Defective Pricing, which includes Cost Mischarging, Accounting Mischarges, and Labor Mischarges, Environmental Crimes, Bribery, Gratuities and Subcontractor Kickbacks
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	 Unapproved Contract Variations


	 Definition


	 Example


	 INTENTIONAL and DELIBERATE variation by the contractor from contract documentation or shop drawings previously approved by the government or previously incorporated into the contract by modification without seeking or obtaining required government approval of the variation.


	 Design-Build contractor has completed final design


	 Final design documents provide better quality than either the solicitation ( RFP ) or the contractor’s proposal


	 Final design documents have been modified into the contract


	 Order of Precedence Clause requires contractor to provide final design quality level


	 Contractor UNILATERALLY DEVIATES from final design documents without a contract modification


	 Fraud



	 The contract contains specific language describing what the contractor is required to do in pursuit of contract completion.  Unapproved Contract Variation is the intentional and deliberate Variation by the Contractor from specified contract terms and conditions, including failure to comply with Design Documentation or Shop Drawings previously approved by the Government or previously incorporated into the Contract by Modification without seeking or obtaining required Government approval of the variation.  This can be especially hard to manage in Design-Build contracts which utilize Fast Tracking.  Sometimes the drawings in the field do not match the drawings in the contract.; As an example, let's consider this situation:  The Design-Build Contractor's Architect-Engineer Designer of Record has completed the post award Final Design of a construction project.  The Final Design Documents provide higher quality in some instances than that which is required in either the RFP or the Contractor's accepted Proposal.  The stamped and signed Final Design Documents have been incorporated into the contract by modification.  The Order of Precedence Clause in the contract states that the higher level of quality described in the Final Design Documents must be provided, even though the quality level in the RFP and the Contractor's Proposal call for a lesser quality.; If the contractor unilaterally deviates from what is required by the Final Design Documents, and does so without a contract modification, and commits the act intentionally and deliberately, then the contractor at the very least has committed a suspect act, and has probably committed fraud.  If versions of the drawings being used in the field continue to change and deviate from what has been incorporated into the contract by modification, then fraud has definitely occurred.  The contracting officer should take immediate administrative action to stop the contractor from constructing something that is not in the contract, and should invoke the partnering ladder to resolve the issue, and, if appropriate, report potential fraud to either the Acquisition Integrity Office, the chain of command, the Command Inspector General's Office or the Local office of NCIS for investigation.
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	 Product Substitution


	 Specified


	 Brand “X”


	 Counterfeit



	 Brand “Y”


	 Definition


	 Example


	 The INTENTIONAL submission by the Contractor to the government, directly or indirectly, of goods and services that do not conform to the contract specifications, terms and conditions, without seeking and obtaining prior approval from the government.


	 The Contractor’s Non-Compliant Product Submittal has been rejected by the Government


	 The Non-Compliant Products have already been delivered to the Jobsite


	 Contractor Places Fake Labels on the Rejected Products


	 Fraud


	 Contractor Installs Less Expensive Counterfeit Products


	 Fraud


	 Government Overlooks Non-Compliant Products


	 Fraud


	 Label “X”



	 Product Substitution is the intentional submission by the Contractor to the Government, directly or indirectly, of goods and services that do not conform to the Contract Specifications, Terms and Conditions, without seeking and obtaining prior approval of the Government.; Here is an example of illegal Product Substitution.; The Contractor’s Non-Compliant Product Submittal is Rejected by the Government; The Rejected Products are already on the Jobsite; The Contractor Places Fake Lables on the Rejected Products to Make Non-Compliant Products Appear to be Compliant with the Contract Specifications.  This act is intentional and deceptive, and constitutes fraud.; In another instance, the Contractor Installs less expensive Counterfeit Products in order to increase Profit Margin.  This act is also deceptive, and by its very nature intentional, and is therefore fraudulent.; Also, consider the example in which the Government overlooks the use of non-compliant products by the contractor, or fails to take action to get the contractor to remove the non-compliant products.  If the government employee advises the contractor verbally of the non-compliance issue, but fails to note the non-compliance on a daily QC or QA Report, this may be an oversight or a mistake.  If this behavior appears to be a pattern, or if the government employee gains some benefit from the oversight or deliberate failure to enforce the Contract, the activity will become suspect and may be fraudulent.  
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	 Defective Pricing


	 Definition


	 Example


	 KNOWINGLY submitting false cost or pricing data to the Government on negotiated contracts or in response to requests for proposals from the government


	 Occurs pre-award on negotiated contracts


	 Occurs post-award during negotiation of cost or price for proposed contract modifications


	 Contract is BOS, JOC or multitrade IDIQ with delineated, pre-negotiated or pre-priced work items


	 Contractor knows that the government is busy with heavy year end contract actions


	 Contractor submits a proposal that ignores previously pre-negotiated and agreed work item scopes, costs or prices


	 Fraud


	 Contractor generates a lengthy list of “pluses and minuses” and attempts to say that the costs “are a wash”, trying to avoid definitive negotiations


	 Fraud


	 Contractor fails to provide acceptable credit for reductions in scope or quality without adequate justification


	 Fraud



	 Defective Pricing is defined as Knowingly submitting false cost or pricing data to the Government on negotiated Contracts or in response to requests for proposals from the Government.  This situation may occur pre-award on negotiated contracts, and may occur post-award during negotiations of cost or price for proposed contract modifications.; As an example, defective pricing may occur on Base Operating Support ( BOS ), Job Order Contracts ( JOC ), and Multi-Trade IDIQ Contracts where prices have been delineated, pre-negotiated and pre-priced by work item.  This occurrence can happen when a contractor is aware that the government is very busy with heavy year end work load, thinking that the Government will not be able to catch the suspect behavior due to workload stresses.; If the Contractor Submits a Proposal that intentionally and deliberately Ignores Previously Pre-Negotiated and Agreed Work Item Scopes, Costs or Prices, the contractor may have crossed the red line from inadvertent mistake to suspect activity and Fraud.; If the Contractor generates a lengthy list of “Pluses and Minuses” and attempts to say that the costs “are a wash”, trying to avoid definitive negotiations defining and agreeing upon adds and deducts to the contract, there may be some suspicion that fraud may be occurring.  If a Government Employee fails to apply due diligence with respect to changes in the contract, fraud may also occur.; If the Contractor intentionally fails to provide acceptable credit for reductions in scope or quality without adequate justification, fraud should be suspected.
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	 Cost Mischarging


	 Definition


	 Example


	 Improper allocation of cost or charging unallowable costs, directly or indirectly, to a government contract, resulting in the government being overcharged for goods and services


	 Contract allows for payment for materials stored offsite under stringent controls


	 Contractor repeatedly bills for work required but not performed


	 Contractor requests and receives payment for materials at a supplier’s warehouse without adhering to contractually required controls


	 Fraud


	 Contractor requests and receives payment for those same materials for a separate commercial or government contract


	 Fraud


	 After being challenged by the government for billing for paint coats that were not in fact applied, the painter repeatedly bills for work not completed in accordance with contract requirements


	 Fraud



	 Cost Mischarging, one form of defective pricing, is the improper allocation of cost or the charging of unallowable costs, directly or indirectly, to a Government Contract, resulting in the Government being overcharged for goods and services; As an example, some contracts allow the contractor to bill for payment for materials stored off site under stringent controls.  In another example, the contract is very prescriptive with respect to the work required, such as the number of coats of paint to be applied.  Lets see how the contractor might cross the red line into fraud.; If the contractor submits for payment for materials off site, but does not adhere to the stringent contractually required controls, the Contractor is at risk of committing a cost mischarging fraud.; If the contractor submits for payment for materials stored off site, and then uses those same materials to claim payment on another separate contract, then fraud has been committed. ; If a painting subcontractor claims that he has applied two coats of paint as required by the contract, but has only applied one coat of paint, the painter may have committed fraud.  If, once challenged by the government to correct his mistake, the painter does it again, the painter may have crossed the line into fraudulent behavior.
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	 Accounting Mischarges


	 Example


	 Definition


	 Improper allocation of cost or charging unallowable costs, directly or indirectly, to a government contract, resulting in the government being overcharged for goods and services


	 Duplicate billing


	 Billing for unincurred costs


	 Charging unallowable costs


	 Concealing or misrepresenting unallowable costs as allowable costs


	 Hiding unallowable costs in other accounts


	 Charging certain types of costs to other accounting categories


	 Contractor repeatedly certifies work which has not been completed in a progress payment request


	 Contractor repeatedly proposes change order costs or prices using higher than previously discussed and agreed allowable overhead & profit


	 Fraud


	 Fraud



	 Accounting Mischarges, another form of defective pricing, may include Duplicate billing, billing for unincurred costs, charging unallowable costs, concealing or misrepresenting unallowable costs as allowable costs, hiding unallowable costs in other accounts, and charging certain types of costs to other accounting categories.; Much like the previously discussed cost mischarging category, if the contractor repeatedly certifies work in a progress payment requests that has not in fact been completed, then the contractor may have crossed the line.; In another case, if the contractor repeatedly proposes change order costs or prices using higher than previously discussed and agreed allowable overhead and profit, then the contractor is exhibiting a pattern of behavior that may be interpreted to be fraudulent.
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	 Labor Cost Mischarges


	 Examples


	 Definition


	 Improper allocation of cost or charging unallowable costs, directly or indirectly, to a government contract, resulting in the government being overcharged for goods and services


	 Transfer of labor charges from commercial to government contracts


	 Transfer of labor charges from fixed price contracts to cost type contracts


	 Fictitious time cards


	 Alterations to time cards by employees or by supervisors


	 Contractor misreports the actual number of workman on the jobsite


	 Fraud


	 Contractor substitutes unqualified or illegal alien workers in lieu of contract requirements


	 Fraud


	 Contractor fails to pay required Davis-Bacon wage rates


	 Fraud



	 Labor cost mischarges, also a form of defective pricing, may be defined by the following examples: transfer of labor charges from commercial to government contracts, transfer of labor charges from fixed price contracts to cost type contracts, preparation of fictitious time cards, and alterations to time cards by employees or by supervisors.; If a Contractor intentionally and deliberately misreports the actual number of workman on the Jobsite, he has committed fraud.  If a contractor intentionally and deliberately Substitutes Unqualified or Illegal Alien Workers in lieu of qualified workmen required by the Contract, he has crossed the red line.
  Also, if the Contractor fails to pay the contractually required Davis Bacon wage rates for laborers on the job site, he has committed fraud as well.
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	 Environmental Crimes


	 Definition


	 Improper or unlawful discharge, storage, transportation or disposal of hazardous waste and toxic pollutants


	 Contractor KNOWINGLY fails to comply with all con- tractually required, statutory and regulatory notifica- tions upon discovery of hazardous waste or toxic pollutants at the jobsite


	 Contractor DELIBERATELY neglects to secure hazard- ous or toxic materials against weather related dispers- al, resulting in NOV & fines


	 Fraud


	 Contractor IRRESPONSIBLY transports or disposes of hazardous waste or toxic pollutants


	 Contractor INTENTIONALLY fails to provide contractually required safety and protective equipment for workers


	 Contractor DELIBERATELY fails to complete and maintain contractually required and legally mandated records


	 Is the action:

- Accidental ?

- Intentional ?

- Deliberate ?

- Noncompliant w/ contract terms & conditions ?

- Statutory non- compliance ?

- More than one of the above ?


	 ?


	 OR



	 Environmental crimes are committed through the Improper or Unlawful Discharge, Storage, Transportation or Disposal of Hazardous Waste and Toxic Pollutants; Lets say that the contractor Knowingly Fails to Comply with All Contractually Required, Statutory and Regulatory Notifications upon discovery of Hazardous Waste or Toxic Pollutants at the Jobsite.  This is fraud.; In another case, the Contractor Deliberately Neglects to secure Hazardous or Toxic Materials against Weather Related Dispersal, resulting in a Notice of Violation ( or NOV ) & Fines.  This activity, if not corrected, could be  an environmental crime.; If the contractor irresponsibly transports or disposes of Hazardous Waste or Toxic  Pollutants, he has crossed the red line.  This crime can be committed on site, in transit to a disposal facility, and at the disposal site.; Intentional and deliberate failure to provide contractually required safety and protective equipment for workers at the job site is crossing the line into fraudulent activity.; Intentional and deliberate failure to maintain adequate records describing environmental activities is also fraudulent behavior.
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	 Bribery & Gratuities


	 Bribery - “Quid Pro Quo”


	 Offering, giving or soliciting something of value for the purposes of influencing the actions or decisions of a government official in the discharge of his or her public duty


	 Gratuities


	 Directly or indirectly offering, giving or promising anything of value to a public official for or because of an official act performed by that public official


	 Bribery Examples


	 Contractor offers cash or other incentive items of value in exchange for overlooking contractor non- compliance w/ the contract


	 Fraud


	 Government employee agrees to accept non-compliant work in exchange for cash or other Items
of value


	 Fraud


	 Government employee agrees to falsify a CCASS rating in exchange for cash or other Items of value


	 Fraud


	 Gratuity Examples


	 Contractor pays for government employee’s lunch


	 Fraud


	 Contractor gives government employee a holiday gift


	 Fraud


	 Contractor promises baseball tickets for a future game


	 Fraud



	 Bribery and Gratuities are often linked to each other.  Bribery, or "Quid Pro Quo", is the Offering, Giving or Soliciting of something of value for the purposes of influencing the actions or decisions of a Government Official in the discharge of his or her Public Duty.  Gratuities are defined as Directly or Indirectly Offering, Giving or Promising anything of value to a Public Official for or because of an Official Act performed by that Public Official.; Here are some examples of bribery.  The Contractor Offers Cash or Other Incentive Items of Value in Exchange for Overlooking Contractor Non-Compliance.  A Government Employee agrees to accept Non-Compliant Work in exchange for Cash or Other Items of Value.  A Government Employee agrees to falsify a CCASS Rating in exchange for Cash or Other Items of Value.  In each of these cases, fraud has been committed.; Consider these examples of gratuities which can cross the red line into fraud.  A Contractor Pays for a Government Employee’s Lunch.  A Contractor Gives a Government Employee a Holiday Gift.  A Contractor Promises Baseball Tickets to a Government Employee for a Future Game.  A Contractor Furnishes Company Logo Expendables, such as, Notebooks, Pens, Paperweights, Mugs, Company Hardhats, etc. to a Goverment employee.; All of these acts put the participants at risk of being investigated by NCIS.
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	 Subcontractor Kickbacks


	 Definition


	 A Subcontractor providing something of value, directly or indirectly, to a prime or higher tier contractor in order to secure business


	 If savings are accrued, those savings should be passed on to the government.


	 A subcontractor returns to the contractor a proportion of his negotiated subcontract amount in exchange for the award of the subcontract


	 Fraud


	 A subcontractor receives a subcontract for which he/she is not qualified in exchange for a reduction in the cost of the subcontracted portion of the work


	 Fraud


	 Note that in the realm of subcontractor kickbacks, one should ask, “Has the government experienced a reduction in contractually specified quality or safety for which the government should receive commensurate savings ?”


	 ?



	 Subcontractor Kickbacks occur when a subcontractor provides something of value, directly or indirectly, to a prime or higher tier contractor in order to secure business.  If savings are accrued, those savings should be passed on to the Government.  Here are some instances which may be considered to be suspect activities:; If a subcontractor returns to the contractor a proportion of his negotiated subcontract amount in exchange for the award of the subcontract, this could be considered fraud.; If a subcontractor receives a subcontract for which he or she is not qualified in exchange for a reduction in the cost of the subcontracted portion of the work, this too, may be considered to be fraud.; Note that in the realm of Subcontractor Kickbacks, one should ask, “Has the Government experienced a reduction in contractually specified quality or safety for which the Government should receive commensurate savings ?”
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	 Contractual vs Legal Remedies


	 Suspect Activities


	 More than oversight or mistake ?


	 Deliberate, intentional, deceptive ?


	 Patterns of suspect behavior ?


	 Administrative Remedies


	 Suspension


	 Debarment


	 Termination of contract


	 Offset to contract


	 Recoveries or Recoupments


	 Prosecution


	 Forfeitures


	 Fines


	 Civil


	 Criminal


	 Contract Requirements


	 Compliance


	 Non-Compliance


	 Administrative Contracting Officer ( ACO )


	 Acquisition
Integrity
Office


	 Contractual
Remedies


	                       NCIS
              Investigation


	        Legal
        Remedies


	 Fraud


	 Deliberate
Intentional
Deceptive



	 Remedies that the Government may seek in the presence of KTR Non-Compliance with Contract Terms & Conditions may be administrative or legal.  Although KTR non-compliance is typically not fraud, remember that suspect activities may include actions which appear to be more than an oversight or mistake, actions that are deliberate, intentional and deceptive, and actions which demonstrate a pattern or patterns of suspect behavior.; Failure to Comply with Contract Terms & Conditions, which does not meet the definition of suspect activities, may result in Administrative Remedies administered by the Administrative Contracting Officer.  Those remedies may include suspensions, debarment, termination of contract, or offsets to the contract.; If failure to comply with Contract Terms and Conditions does, or potentially may, meet the definition of suspect activities, the ACO may request assistance from the Acquisition Integrity Office.; NCIS may be asked to consider an investigation.  The Acquisition Integrity Office may or may not be the source of the investigation request.  Anyone and everyone who suspects potential fraudulent activity may report potential fraud to their chain of command, the NAVFAC Southwest Inspector General's Office or the Naval Criminal Investigative Service.; If Criminal Activity is Suspected, NCIS will initiate an Investigation which may or may or MAY NOT lead to Legal Remedies including, but not limited to, Forfeitures, Fines, and even Civil or Criminal Prosecution.
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	 Contracting Officer Authority


	 What the KO May Do


	 Contracting Officer MAY:

	Refuse payments

	Suspend progress payments

	Withhold payments


	 What the KO MAY NOT DO


	 The contracting officer authority MAY NOT settle, pay, compromise or otherwise adjust ANY CLAIM involving FRAUD !!!!!



	 The Administrative Contracting Officer has certain authority to deal with contractor non-compliance, but that authority is in some instances limited.; KTR Non-Compliance with the terms and conditions of the Contract may give the Adminsitrative Contracting Officer sufficient cause to refuse payments, suspend progress payments or withhold payments.  These actions are examples of allowable administrative remedies.; However, the Administrative Contracting Officer may NOT settle, pay, compromise or otherwise adjust any claim which involves fraud.
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	 Summary


	 Proactive fraud prevention aware- ness is vital to successful prevention of construction contract fraud


	 The federal government’s higher statutory, regulatory and ethical standards are intended to acquire facilities which will serve the war fighters for a long, long time.


	 Prevention of fraud protects the Navy’s acquisition programs from unnecessary loss of time, energy, manpower and money


	 Prevention of fraud is

everyone’s responsibility ... !!!!!



	 In summary:; Proactive Fraud Prevention Awareness is vital to successful prevention of Construction Contract Fraud; The Federal Government’s Higher Statutory, Regulatory and Ethical Standards are intended to acquire facilities which will serve the country's War Fighters for a long, long time, much longer than the life expectancy of facilities constructed in the Non-Government world.; Prevention of Fraud protects the Navy’s Acquisition Programs from unnecessary loss of time, energy, manpower and money; Prevention of Fraud is Everyone’s Responsibility
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	 Points of Contact


	 For more information
on fraud prevention awareness

OR

to report suspicious activity
contact …

The Project
Contracting Officer


or


Tom Clark


NAVFAC Southwest CI 5

Construction Product
Line Coordinator

619-532-1410

tom.clark@navy.mil


	 Additional points of contact ...

NAVFAC Southwest
Command Inspector General

619-532-1370

OR

NCISHQ Fraud Hotline

800-264-6485



	 If you need additional information on Fraud Prevention Awareness or you want to report suspicious activity that might constitute fraud, please contact the Contracting Officer for your contract.  You may also contact Tom Clark, NAVFAC Southwest CI 5, Construction Product Line Coordinator, NAVFAC Southwest.; You may also choose to contact the NAVFAC Southwest Inspector General's Office directly, and you may contact the local office of the Naval Criminal Investigative Service.
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	 NAVFAC Southwest
Information Video


	 FRAUD PREVENTION AWARENESS



	 This NAVFAC Southwest Information Video has addressed Fraud Prevention Awareness in Navy and Marine Corps Design and Construction.; This Information Module is intended for Architects, Engineers, Contractors, Subcontractors and Suppliers, as well as Government Employees.
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