MEMORANDUM

" Date: November 16, 1999

To: File #198060012

From.: RUUIL AdASen/ Invest gative Attorney
Via:

Re: | Case Closeout

Background:

In March 1998, a special agent from EPA OIG contacted our office to obtain our assistance in an
ongoing 1nvest1gat10n ofh formed us that q
provides consulting services primarily to agencies o uruted states government, was billing its

government clients for subcontractor costs which ad not yet incurred, a violation of the
Federal Acquisition Regulations. He also told us that .ad previously been directed to
discontinue this practice and failed to do so. .

We worked with SA md the Department of Justice, primarily providing information on
the NSF contracts wi t as requested. In June 1999 we were informed that Abt had agreed to
settle with the government for $1.9 million. We worked with SA- coordinate agency

review and approval of the settlement agreement. '

Findi'ngs;

In September 1999 greed to settle with the United States government for $1.9
million. As part of the settlement Iso entered into a:Compliance Agreement with the _
Environmental Projection Agency. [he United States its:governmental clients agreed not to
Jinstitute any civil or administrative action agains n connection with its billing of

-subcontractor charges it had not yet paid from the period January 1, 1988 through the effectlve
date of the agreement. The agreement was executed on @ctober 20 1999

This case is closed
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- U.S. Pepartment of Justice

United States Attorney
District of Massachuselts

United Siates Courthouse, Suite 9200
1 Courthouse Way . -
Boston, Massachusetts 02210

Direcy Line: 617/748-3139

Feox: 617/748-3992

October 27, 1999
PRESS RELEASE

ABT:ASSOCIATES, INC. OF CAMBRIDGE - -
PAYS $1.9 MILLION
TO SETTLE FALSE CLAIMS ALLEGATIONS® -~

Boston, MA... A Cambridge consulting firm has paid $1.9 million to settle cml charges
brought by the federal government under the False Claims Act.

United States Attorney for the District of Massachusetts, Donald K. Stern and Walter C.
Holton, United States Attorney for the Middle District of North Carolina, today announced that
ABT ASSOCIATES INC. (“ABT"), a consulting firm based in Cambridge, Massachusetts, has
paid $1.9 million to the Umted States to settle civil claims ansmg under the federal False Claims
Act.

ABT is a consulting firm which is engaged in the business of providing a wide array of
consulting services to its clients, primarily agencies of the Umted States government. It relies
heavily on the services of subcontractors. The Federal Acqu1sxtlon Regulations (“FAR”) prohibit
government contractors like ABT from billing the government for its subcontractor costs until it
has already paid those costs.

The United States alleges that from 1988 until early 1998, ABT was billing as many as
fifteen different government agency clients for subcontractor costs which ABT had not yet
incurred. The government clients included the Environmental Protection Agency, the Department
of Health and Human Services, the Department of Justice, the Executive Office of the President
and the Natlonal Science Foundation. In fact, an audit by the Defense Contract Audit Agency
reflected that during this period, ABT may have billed the government prematurely nearly 74% of
the time, by an average period of 37 days. This conduct, the United'States alleges, deprived the
government of the use of funds which it prematurely paid to ABT.

The United States further alleges that, during this tlme period, ABT accounting personnel
knew what the FAR required,/but nonetheless failed to comply with it. The United States also
alleges that one of ABT’s governmental clients, the Environmental Protection Agency, warned
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ABT orally and in writing on three occasions about its conduct, but ABT failed to remedy the
problem. .
ABT hired new accountmg staff in 1998, and when they learned of the problem, they
made significant changes in accounting procedures to ensure that the conduct did not reoccur. In
addltlon, as part of its settlement with the United States, ABT has executed a Compliance
Agreement which requires ABT, among other things, to retam an independent entity to review
ABT’s compliance with the FAR on an annual basis, to train its employees on government
contract compliance, and to mamtam a helplme/hotlme for ABT employees who seek guidance on
government contracting issues or who wish to report improper government contracting practices.
ABT has also hired a Government Accounting and Complrance Manager to oversee its
government contract compliance. !

ABT cooperated with the government throughout the investigation.

U.S. Attorney Stern commented: “For a ten year period ABT knowingly billed its
government clients before it was entitled to do so, and thus improperly obtained the use of
government funds prematurely, in violation of the govemment requirement. This simple but
important rule is intended to save the taxpayers money and insure that government contractors are

not getting a windfall. We are} gratrﬁed that the company has corrected this problem and taken

steps to ensure that it does not reoccur.”

U.S. Attorney Holton trom the Middle District of North Carolina added: “This
investigation demonstrates thé importance of cooperation among law enforcement agencies. The
initial problem was discovered in billings to the EPA in the Research Triangle Park, North
Carolina. Rather than simply dddressing the EPA issue, the federal investigators looked into
whether the billing practice affected other federal agencies and determined that this billing practice
was widespread and involvedibillings to fifteen other federal agencies.”

The case investigation was led by the U.S. Environmental Protection Agency’s Office of
the Inspector General. The Boston Branch Office of the Defense Contract Audit Agency audited
the damages suffered by the government. The case was handled by Assistant U.S. Attorney David
S. Mackey, Chief of Stern’s Civil Division, Assistant U.S. Attorney Gill Beck from the Middle
District|§of North Carolina, and Trial Attorney Maya Guetra of the Department of Justice. The
Compliance Agreement was riegotiated by Kimberly Patrick, Esq., Debarment Counsel for the
Environmental Protection Agency.

Press Contact: Samantha Martin, (617) 748-3139, U.S. Attorney’s Office, District of MA
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Office of Inspector G 1

Dan T. Stanford
Special Agent

Office of Investigation (617) 565-5293
10 Cau;seway Street, Suite 360 fax: (617) 565-6916
Boston, MA 02222-1092 Dan_T._Stanford@hud.gov
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Settlement Aggccmént-;

This Settlement Agreement is made and entered into on October 20, 1999 (the
“Effective Da'te”) by and bct;vecn the United States of.,Afnerica represented by the
Department o-f Justice, the United States Attorney’s Office for thé District of |
Massachusetts, and the Unifed States Attorney’s Office for the mddlc District of N orEh

Cuoﬁﬁa (éollectivcly “the United States™), the Environmental Protection Agency, the

Agency for International Development, the Department of Health and Human Scrviccs,

the Departinent of Justice, the Department of Housing and Urban Development, the
Departrhent of Agriculturc., the Department of Labor, the National Science Foundation,
the Department of Education, the Social Security Admh@su'ation;'t}lc Executive Office of
the President, the Depar&nent bf Commerce, the General Accounting Office, the Medicare
Payment Advisory Commission, the Federal Trade Commission, the National Endowment
for the Arts, and the Consumer Product Safety Commission (collectively, “the
Governmental Clieﬁts”), and Abt Associates Inc. (“Abt Associates”), a Massachusetts
Corporatioh with a principal place of business in Cambridge, Mas;sachusetts.

WHEREAS, Abt Associates is a consulting firm which is engaged in the business of
providing a wide array of consulting services to its clients, primarily agencies of the United
States government; and

WHEREAS, Abt Associates’ contracts with its Governmental Clients are governed
by the Federal Acquisition Regulation (the “FAR™). FAR Section 52.216.7, also known

as the “Allowable Cost and Payment Clause,” is incorporated into some of Abt Associates’
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contracts with its Governmental Clients. The United States contends that the Allowable

Cost and Payment Clause provides that a contractor may not bill the Government for

-

subcontractor charges untﬂ the contractor has paid thosc{{c:hargm; and

 WHEREAS, the Ur-1i/tcd States alleges that, for the period from 1988 undil early
1998 Abt Associates was billing its Governmental Clients in some cases for subcontractor
and cor_xsuI“tant charges which Abt Associates had not yet 5)paid. The United-States does not
allege that the subcontractor or consultant charges for which Abt Associates billed its
Governmental clients were themselves improper, but instead that ﬁcy were ércmaturely
billed. In particular, an audit by the Defense Contract Audit Agency (“DCAAY)-
determined that, for the Pcriod from 1988 until early 1998, Abt-Associ‘;itcs prematurely

billed its Governmental Clients 74% of the time, by an average pe-riod of 37 days, thereby

| depriving its Governmental Clients of the use of funds which they prematurely paid to Abt

Associates; The Government determined that the Government suffered losses in the fonﬁ

of imPuted inter&t'for that time period, based on the Government’s allegations; and
WHEREAS, the United States alleges that, during all relevant times, Abt Associam

knew that the Allowable Cost and Payment Clause proh1b1tcd Abt Assoc1atcs from billing

its Govcmmcntal Clients for subcontractor chargcs until; aftcr Abt Associates had paid

them; and
WHEREAS, the United States alleges that, the Environmental Protection Agency (“EPA”)

warned Abt Associates, in writing and orally, that its bx]]mg practices violated the
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Allowable Cost and Payment Clause. EPA uldmately rcfcrred the matter to its Office of
Inspector General in November, 1996; and -

'A ' WHEREAS, the United States alleges that Abt Associates persisted in its violations
of the AJlo;waBlc Cost and Payment Clause until Fcbruarigf 1998. At that time, a new
financial management team at Abt Associates notified the Government, and Abt Associates
has rcpf&scnted that it has corrécted the problem; and -

" WHEREAS, Abt Associates has represented that it has taken steps to ensure that the
practice at issue never occurs again, includiné complctély ovcrhauﬁﬁg its accounting
department and i.nstituting‘ new billing and payment pro%edures; and . -

WHEREAS, bascd on these events, the United States aﬂcges thaé Abt Associates is subject
to liability under the False Claims Act, 31 U.S.C. § 3729 et seq., and und(;_r the common
law, for up to three times the amount of the damages caused by Abt Associates conduct;
plus civil penalties, investigative costs and interest; and
WI-lléEREAS, Abt Associates denies the allegationsjof the United States, and denies |
that it has violated the False Cléims Act, the Allowable Cost and Payment Clause, or any
other proﬁsion of law; and
WHEREAS, there has bcen no judidial finding or adjudication against Abt
Assodiates with respect to the allegations of the United States; and
WHEREAS, EPA and Abt Associates have mtcreq into ‘a Compﬁaﬁcc Agreement which.
requires 'Al;t Associates to take certain steps to ensure coxf;pliancc with its gommt

contracts; and




WHEREAS, the United States and Abt Associates desire to reach a full and final sertlement

—_—

and compromise of all potential claims and causes of gétion and further wish to avoid the
expense, dcla&r and inconvcﬁicn& of protracted liigation.”

AdCORD]NGLY, in considération of the mutual promises, covenants and
obligations set forth in this Settlement Agreement and the resolution of all-pending claims
and diﬁ'crcnéq, and for good and valuable consideration, the receipt and adequacy of which
is heréby acknowledged, the parties agree as follows: | :

1. Not later than five calendar days after the execution of this Settlement
Agreement, Abt Assodiates will pay the United States, in/full satisfaction and accord, the
sum of $ 1,900,000. Sucfx payment shall be made by wire transfcx{ pursﬁant to instructions
from the United States.

2. In consideration for the full and timely payment of the sum agreed upon in
paragraph 1 of this »Settlcment Agreement, and except as provided in paragraphs 4 and 5 of
this .Scttlahmtﬂ Agreement, the United States and the Goyernmental Clients hereby waive,
release, discharge, and promise to refrain from instituting or maintaining any civil claim,
action, demand, suit or proceeding agaiﬁst Abt Assodiates, its current and former affiliates,
subsidiaries, divisions, or subdivisions, its successors and assigns and all of their respective
current and former officers, directors, employees, agents or representatives, concerning any
and all dcn'lxiands, claims, causes of action, suits, liabilitis,\gcosts, damages and expenses, that
~ the United States or the Governmental Clients have or may have under common rlaw, the

False Claims Act, 31 U.S.C. §§ 3729, et seq., the Program Fraud Civil Remedies Act, 31




U.S.C. § 3801, et seq., the Contract Disputes Act, 41U.S.C. § 601 et seq., or any other
statute creating causes of -ag:tion for civil damages or péx;aldcs, for Abt Associates’ billing of
its Governmental Clients fér subcontractor or consulrah}:’charges which Abt Associates had
not yet paéd for during the period January 1, 1988 chrm;gh the Effective Date of this
Agreement, or for the éosts of investigating these claims. . -

| 3. Infurther consideration for the full and timely payment of the sum agreed
upon in paragraph 1, the United Statés and the Governmental Clients heréby release and
dischargc Abt Associates, its current and former affiliates, subsidiaries, divisions, or
subdivisions, its successors and assigns and all of their reéspcctivc current and former
officers, directors, cmplofccs, agents or representatives, from any administrative sanctions
for the conduct described in the Settlement Agreement, including but not limited to
~ suspension and debarment. |

4. Notwithstanding the provisions of paragraph 2, the United States does not
release Abt Assodiates from claims, if any, arisiﬁg under; Title 26, U.S. Code (Internal
Revenue Code).

5.  Notwithstanding the provisions of paragraph 2, the United States and the
Governmental Clients do not release Abt Associates from claims, if any, based upon the
delivery of deficient or defective consulting services, based upon express or implied
warrahticé pertaining to consulting services, or based upon failure to deliver consulting

services.
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6.  Nothing in this Settlement Agreement shalil, or shall be deemed to, toll,
suspend, extend or stay the running of any or all statutc: of limitations applicable to the
disputes and Elahﬂw that are tl;c subject of paragraphs 4-5- |

7. ‘It: is agreed that all costs (as defined in the Federal Acquisiion Regulations (“FAR”)
31.205-47) incurred by or on behalf of Abt Associates and its oﬁcas, directors, agents
and cxﬁploﬁyw in connection Vﬁth (1) the issues .cov.crodfby. this Settlement Agreement, (2)
the government’s audit and investigation of the matters covered by this Settlement
Agreemm't, (3) Abt Associates’ investigation, defense ofthe matters, and corrective
actions, (4) the ncgotiatior; of this Settlement Agreement, and (S) the payment made to
the United States shall be unallowable costs for government con&act acéoundng purposes
to the extent required by FAR 31.205-47. These amounts sha'll be separately accounted for
by cost reports, cost statements or information reports.

8. | This Agreement is made in compromise of disputed claims. Neither the Agreement,
its execution or p&fomma of any obligation under it, including payment of damages,
nor the fact of the settlement, is intended to be, or shall bc understood z;s, an
acknowledgement of responsibility, admission of liability or wrongdoing, or other
expressionl reflecting upon the merits of the claims. Any,such responsibility, liability or
wrongdoing is expressly denied by Abt Associates.

9. Each party to this Settlement Agreement represents that it has the full power

and authority (without further approvals and consent) to enter into this Settlement
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Agreanent and to perform the obligations hereunder, and that this Settlement Agreement
is being cxe;utcd on its t;chajf by a person who is fuﬂy;;ldmorizcd to do so.

10, _ This Scttlcrﬁcnt Agreement constitutes the entire agreement of the United
States, the Governmental Clients, and Abt Associates with respect to the subject matter of
this Settlement Agreement and may not be modified, amended or terminated except by a
written agreement signed by the parties specifically referring to this Settlement Agreement.

IN WITNESS WHEREOF, the parties, through their duly authorizcd representatives,
hereunto set their hands.

ABT ASSOCIATES INC. "~ DONALD K. STERN
Q‘?*‘(g L. Farar~ United States Attorney

istrict Massachusetts
Its: Vit Poaaddan oo Chaf Fimmastl Qffrran :f)

Dawvid S. Mackcy
Civil gmcf

WALTER C. HOLTON
United States Attorney
Middle District of N. Carolina

s CH/N&MN
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Its:

[}

Civil Chief

WALTER C. HOLTON
United States Attorney
Middl% District of N. Carolina

Gill Beck
Assistant U.S. Attorney

DAVID W.OGDEN "~ -
Acting Assistant Attorney General

Michaal F. Hertz

Stephen D. Altman

MayaS. Guerra .
Attorneys for the United States
Civil Division :
Department of Justice

ENVIRONMENTAL PROTECTION
AGENCY

AGENCY FOR INTERNATIONAL
DEVELOPMENT

" DEPT./OF HEALTH AND HUMAN

SERVICES

DEPT. OF HOUSING AND
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DAVID W. OGDEN
Acting Assistant Attorney General

-

- | Michael P. Haw
Stephen D. Altman
Maya S, Guerra
Attomeys for the United States
" Civil Division
Dcpartment of Justce

ENVIRONMENTAL PROTECTION

AGENCY
By S ST o
ACLING- Pfaogapps [ DQPW
Ies: C%M&@é COUNSEL -~
AGENCY FOR INTERNATIONAL
DEVELOPMENT
By
Ins:
DEPT. OF HEALTH AND HUMAN
SERVICES
By: i
Tee:
DEPT. OF HOUSING AND
URBAN DEVELOPMENT
By:
Is:
8

otoR ‘ qI3 510 V43 $Z0T €99 LT9 XV CF:ST QI4 66/CT/0T



Its:

" DAVID W. OGDEN

Acung-Assistant Attorney General

Michael F. Hertz

Stephen D. Altman

Maya S. Guerra

Attorneys for the United States
Civil Division =~ - -
Dcpartr'fnmt of Justice

ENVIRONMENTAL PROTECTION

AGENCY

AGENgY FOR INTERNATIONAL
B
Ol fopsncd

DEPT.|OF HEALTH AND HUMAN
SERVICES

DEPT. OF HOUSING AND
URBAN DEVELOPMENT
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By:

Its:

DAVID W. OGDEN

Acting Assistant Arrorney General

Michael F. Herz

Stephen D. Alman

Maya S. Guerra

Arrorneys for the United Scates
Civil Division =~ = - -
Department of Justice

ENVIRONMENTAL PROTEGTION
AGENCY

AGENCY FOR INTERNATIONAL
DEVELOPMENT ’

" DEPT. OF HEALTH AND HUMAN

SERVICES

Bkt 11 b e

DEPT. OF HOUSING AND
URBAN DEVELOPMENT
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DAVID W, OGDEN
Acting Assistant Aaocncy General

Michael "F Herez

Sccphcntl) ‘Alaman

Maya §. Guara

Awomeys for the United Stares
Civil Division

| Department of Iusm:c

ENVIRONMENTAT I ROTECI'ION

AGENCY

AGENCY FOR INTERNATIONAL
DEVELOPMENT

DEPT, OF HEALTH AND HUMAN
SERV]CES

DEPT. Ol- HOUSING

NOD. 145
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Its:

By:

Tts:

By:

Ies:

Its:

9

DEPT. OF AGRICULTURE

-

sy

=7
Gary W, Butler
Acting Assistant General Counsel

 DEPT.OFLABOR "~

NATIONAL SCIENCE
FOUNDATION

DEPT. OF EDUCATION

SOCIAL SECURITY
ADMINISTRATION

EXECUTIVE OFFICE OF THE
PRESIDENT
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'DEPT. OF AGRICULTURE

DEPT. OF LABOR
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NATIONAL SCIENCE
FOUNDATION

DEPT. OF EDUCATION

SOCIAL SECURITY
ADMINISTRATION

EXECUTIVE OFFICE OF THE
PRESIDENT




Its:

DEI*T.il OF AGRICULTURE
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DEPT. OF LABOR ~ . -

NATIONAL SCIENCE
FOUNDATION

Loy odeid &l

) Coennel.

DEPT! OF EDUCATION

SOCIAL SECURITY
ADMINISTRATION

EXECUTIVE OFFICE OF THE
PRESIDENT
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DEPT. OF AGRICULTURE
. Dm‘ OP LABOR -e. . L e
NATIONAL SCIENCE ... . =

FOUNDATION

DEPT. OF EDUCATION
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Aenwe @W meam. Opnu»;&,

SOCIAL SECURITY
ADMINISTB.AIION

EXRCUTIVE OFFICE OF THE
PRESIDENT




DEPT. OF AGRICULTURE

DEPT. OF LABOR ~ - -

By:
T Its:
NATIONAL SCIENCE
FOUNDATION
By: ‘
Ies:
DEPT. OF EDUCATION
By
Ins:

S Geaval law
EXECUTIVE OFFICE OF THE
PRESIDENT .

By:

Is:

AFT_13.1Ga8 14149 617 S65 9894 ' 97% : P.11
"~ TOTAL P.@2




Its:

DEPT. OF AGRICULTURE

-_

DEPT. OF LABOR ~

NATIONAL SCIENCE
FOUNDATION

DEPT. OF EDUCATION

SOCIAL SECURITY

- ADMINISTRATION

EXECUTIVE OFFICE OF THE
PRESIDENT

CLbo detnn.,

HES Aecucemes By

______
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GENERAL ACCOUNTING OFEICE

MEDICARE PAYMENT ADVISORY
COMMISSION

FEDERAL TRADE COMMISSION

NATIONAL ENDOWMENT FOR
THE ARTS '

CONSUMER PRODUCT SAFETY
COMMISSION
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DEPT. OF COMMERCE

—

By:

Its:

~GENERAL ADCOUNTING OFFICE

i By:

Co JUach

MEDICARE PAYMENT ADVISORY

COMMISSION

By:

Its:
FEDERAL TRADE COMMISSfON

By: ‘

| Its:

NA'I'IOfNAL ENDOWMENT FOR
THE ARTS

By:

Its:
CON SUMER PRODUCT SAFETY
COMMISSION

By:

Its:
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GENERAL ACCOUNTING OFFICE

Its:
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FEDERAL TRADE COMMISSION

By:

Its:
NATIONAL ENDOWMENT FOR
THE ARTS

By:

Its:
CONSUMER PRODUCT SAFETY
COMMISSION
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EXECUTIVE OFFICE OF THE

PRESIDENT
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DEPT. OF COMMERCE

DEPT. OF DEFENSE

GENERAL ACCOUNTING OFFICE

PHYSICIAN PAYMENT REV]EW
COMMISSION
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By:

Its:

Its:

DEPT. OF COMMERCE

-

GENERAL ACCOUNTING OFFICE

MEDICARE PAYMENT ADVISORY
COMMISSION

FEDERAL TRADE COMMISSION

NATIONAL ENDOWMENT FOR
THE ARTS

By%” //ééw«/
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COMMISSION




DEPT. OF COMMERCE

GENERAL ACCOUNTING OFFICE
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DEPT. OF COMMER

By:
Ins: -~

GENERAL ACCOUNTING OFFICE
By:
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MEDICARE PAYMENT ADVISC )IO;Y
‘COMMISSION

By:

Is:

| FEDERAL TRADE COMMISSION

By:

Is:
NATIONAL ENDOWMENT FOR
THE ARTS

By: |

Ins:
CONSUMER PRODUCT SAFETY
COMMISSION

By:

Its:

DEPT. OF JUSTICE

OFFICE O% J%?ﬁ‘g PEOGRA)‘IS
By:
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