
















 
 
 
 
DG  May 9, 2011 
 
 
MEMORANDUM CONCERNING THE PROPOSED DEBARMENTS OF GRANCO 
INDUSTRIES INC.; DRW TOOLS LLC; AMERCIAN HEARTLAND INDUSTRIES, LLC; 
C&C RESOURCES, LLC; MIDWEST DEFENSE CONSULTING, LLC; MILZHAN 
ENTERPRISES, LLC; AND DENNIS WALDO 
 
 The Defense Logistics Agency (DLA) this day has issued Notices of Proposed 
Debarment to GRANCO Industries Inc (hereinafter GRANCO), DRW Tools LLC; American 
Heartland Industries LLC; C&C Resources, LLC; Midwest Defense Consulting, LLC; Milzhan 
Enterprises, LLC; and Dennis Waldo (Respondents).  The proposed actions are taken pursuant to 
the debarment procedures contained in the Federal Acquisition Regulation (FAR) Subpart 9.4, 
and the Defense FAR Supplement (DFARS) Subpart 209.4, and pursuant to the authority of the 
Federal Property Management Regulations (FPMR), 41 CFR 101-45.6 as reflected in DoD 
4160.21-M, Chapter XVII.  
 
 The DLA actions are based on information in a report from Defense Contract 
Management Agency St Louis.  Information contained in the DCMA report indicates that 
Respondents lack the present responsibility to be Government contractors. 
 
 
 INFORMATION IN THE RECORD 
 
A summary of the information upon which the proposed debarments are based appears below: 
 
1.  GRANCO Industries (CAGE 63704) (DUNS 084886795), DRW Tools LLC (CAGE 5ZNH6) 
(DUNS 962416041) and their owner, Dennis Waldo list their address as 4493 S.W. Raintree 
Ridge Drive, Lee’s Summit, Missouri, 64082-4895. 
  
2.  American Heartland Industries, LLC (CAGE 57ZC3) (DUNS 828450952) lists its address as 
1931 S.W. US HWY 40, Blue Springs, MO 64015.  Dun & Bradstreet lists Gail Hull, the wife of 
a machinist who works for GRANCO as the point of contact.  A DCMA visit to the address 
revealed no manufacturing facilities for this company and the facilities appear to be an office set 
up as a distributorship. 
 
3.  C&C Resources, LLC (CAGE 50F49) (DUNS 809640506) and point of contact is Amie 
Waldo, daughter of Dennis Waldo.  It lists its address as 414 S.E. Crescent St., Lee’s Summit, 
MO 64063, a home in a residential neighborhood. 
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4.  Midwest Defense Consulting, LLC (CAGE 58MZ3) (DUNS 828293402)  lists its address at 6 
SW 2nd Street STE 103, Lees Summit, MO 64063 and lists its point of contact as Vicki Waldo, 
wife of Dennis Waldo. 
 
5.  Milzan Enterprises, LLC (CAGE 52YB0) (DUNS 826160124) lists its address as 112 Spruce 
Street, Garden City, MO 64747, a home in a residential neighborhood with no apparent 
manufacturing capabilities. 
 
6.  During all or part of the time of the conduct described below, Dennis Waldo is owner of 
GRANCO Industries and DRW Tools LLC. 
  
7. During all or part of the time of the conduct described below, DLA awarded 131 purchases 
orders to the above companies that DCMA administered the contract. Of those, 104 were 
cancelled (79%), 24 were delivered late (18%) with an average of 142 days late and three 
contracts (2%) were delivered on time. Attachment 1.  In addition, Attachment 2 lists other non-
DCMA administered contracts awarded by GRANCO and its affiliates that were cancelled due to 
the contractor’s inability to perform. 
 
8.  During all or part of the time of the conduct described below, Dennis Waldo had the ability to 
control the operations of GRANCO, DRW Tools, American Heartland Industries LLC, C&C 
Resources, LLC, Midwest Defense Consulting, LLC, and Milzhan Enterprises thus establishing 
that they are affiliates.  
 
9. Specific Attachments referenced are contained in the DCMA Administrative Debarment 
Report on Respondents. 
 
10.  Additionally, based upon a General Services Administration investigation, three GRANCO 
NSN stock items in GSA depots failed independent testing due to the use of nonconforming 
steel. 
 
11.  NSN 5120-01-347-1884 – Round Removal Tool, the Item Purchase Description (IPD) of the 
Collar requires 4140 or 4340 steel be used.  Test results dated October 4, 2006 indicate that out 
of five separate samples of the Collar, all were manufactured with 1045 steel, which does not 
met the specified hardness requirements.  Between Fiscal Year 2005 and Fiscal Year 2006 
GRANCO sold 8726 units to the federal Government totaling $427,162. 
 
12.  NSN 5120-00-895-9566 – Combination Flare Nut and Box Wrench Set (contains 11 
Wrenches), the IPD requires hardness to be 40 minimum to 55 maximum on the Rockwell “C” 
scale.  Test results dated February 22, 2007, showed that two of the eleven wrenches, 5120-00-
895-9575 (15/16”) and 5120-00-895-9576(1”) did not have the necessary hardness.  Between FY 
2005- FY 2006 GRANCO sold 1778 units of NSNs of 5120-00-895-9575 and 5120-00-895-9576  
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13.  NSN 5120-01-070-8386 –Wrench Socket, the IPD required sockets shall be hardened to 24-
28 HRC.  Test results dated December 6, 2006 showed that out of the five separate samples, two 
of the five wrenches did not have the necessary hardness as required, with hardness at 21.0 and 
23.0 respectively.  Between FY 2005-FY2006 GRANCO sold 2581 units of these wrench 
sockets totaling $185, 832. 
 
14.  On April 4, 2011, DCMA St. Louis issued a Corrective Action Report to Dennis Waldo and 
DRW Tools documenting a contract noncompliance under contract SPM5L2-11-M-0031.  The 
CAR identified several nonconformances to the contract, but specifically stated that the 
contractor substituted grade 70 Duro Neoprene on a Certificate of Conformance from Abbott 
Rubber Company while DRW’s contract specified Flouro Eastomer.  Further, the Certificate of 
Conformance states the material was shipped to “Midwest Defense Con”, not DRW Tools, 
which is a failure of DRW to maintain traceability in documentation in accordance with FAR 
52.211-9004.  DRW did not supply any purchase orders between supplier Abbott and Midwest 
Defense Con or between DRW and Midwest Defense Con.  

 
15.  At a minimum, the Government has been damaged in the amount of $657,024, which is the 
sum of the NSNs that failed GSA testing.  There is also the administrative cost of reprocuring all 
the cancelled orders, investigating these matters, which includes the labor expenses for 
contracting officers, technical advisors, and quality assurance specialists.  Finally, there are the 
not readily determinable damages suffered by military customers who did not receive parts on 
time or received nonconforming parts. 
 

BASIS FOR THE PROPOSED DEBARMENT 
 
 
Based on the summary of facts above, it appears that: 
 
1. GRANCO, DRW Tools LLC, American Heartland Industries, LLC, C&C Resources, LLC, 
Midwest Defense Consulting, LLC and Milzhan Enterprises LLC have demonstrated a willful 
failure to perform in accordance with the terms of one or more contracts; or, the companies have 
a history of failure to perform, or of unsatisfactory performance of, one or more contracts with 
the Government.  The violations of the terms of a Government contract or subcontract are so 
serious as to justify debarment, pursuant to FAR 9.406-2(b)(1)(i) and (c).  
 
2. Pursuant to FAR 9.406-5(b), the fraudulent, criminal, or other seriously improper conduct of 
a contractor may be imputed to any officer, director, shareholder, partner, employee, or other 
individual associated with the contractor who participated in, knew of, or had reason to know of 
the contractor's conduct.  Pursuant to FAR 9.406-5(b), the seriously improper conduct of 
GRANCO, DRW Tools LLC, American Heartland Industries, LLC, C&C Resources, LLC, 
Midwest Defense Consulting, LLC and Milzhan Enterprises, LLC in their history of failure to 



perform or of unsatisfactory performance may be imputed to Dennis Waldo because as an 
officer, director, shareholder, partner, employee, or other individual associated with these 
companies, he participated in, knew of, or had reason to know of the company’s seriously 
improper conduct.  The imputation of the seriously improper conduct to Dennis Waldo provides 
a cause for debarment, pursuant to FAR 9.406-2(c).   
 
3. Pursuant to FAR 9.406-1(b), debarment may be extended to affiliates of a contractor.  
FAR 9.403 ("Affiliates") states that, “Business concerns, organizations, or individuals are 
affiliates of each other if, directly or indirectly, (a) either one controls or has the power to control 
the other or, (b) a third party controls or has the power to control both.  Indicia of control 
include, but are not limited to, interlocking management or ownership, identity of interests 
among family members, shared facilities and equipment, common use of employees, or a 
business entity organized following the debarment, suspension, or proposed debarment of a 
contractor which has the same or similar management, ownership or principal employees as the 
contractor that was debarred, suspended, or proposed for debarment.”  GRANCO, DRW Tools 
LLC, American Heartland Industries, LLC, C&C Resources, LLC, Midwest Defense Consulting, 
LLC, Milzhan Enterprises and Dennis Waldo are affiliates because, directly or indirectly he 
controls the companies. The affiliation of the parties provides a separate and independent cause 
for debarment, pursuant to FAR 9.406-2 (c). 
 
 
 
 

M. SUSAN CHADICK 
Special Assistant for 
Contracting Integrity 
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MEMORANDUM OF DECISION ON THE DEBARMENTS OF GRANCO, DRW TOOLS, 
MIDWEST DEFENSE CONSULTING AND DENNIS WALDO 
 
 On May 9, 2011, the Defense Logistics Agency (DLA) issued a Notice of Proposed 
Debarment to Granco, DRW Tools, Midwest Defense and Dennis Waldo (Respondents).  The 
Notice of Proposed Debarment stated that the DLA action was based on information in a report 
from the Defense Contract Management Agency (DCMA), St Louis.  Information contained in 
the report indicates that the Respondents lack the present responsibility to be Government 
contractors. 
 

The Respondents submitted written matters in opposition, which have been incorporated 
into the administrative record.  Before making a decision in this matter, I carefully considered 
the entire administrative record, including the Respondents’ written submissions. 
 
 

INFORMATION IN THE RECORD 
 
The administrative record shows that: 
 

 1.  Granco Industries (CAGE 63704) (DUNS 084886795), DRW Tools LLC 
(CAGE 5ZNH6) (DUNS 962416041) and their owner, Dennis Waldo list their address as 4493 
S.W. Raintree Ridge Drive, Lee’s Summit, Missouri, 64082-4895.  Midwest Defense Consulting, 
LLC (CAGE 58MZ3) (DUNS 828293402)  lists its address at 6 SW 2nd Street STE 103, Lees 
Summit, MO 64063 and is owned by Vicki Waldo, wife of Dennis Waldo. 

 
 2.  During all or part of the time of the conduct described below, Dennis Waldo 

was the owner of Granco and DRW Tools.  As the owner, Mr. Waldo participates personally and 
substantially in its day to day operations.   
 
  3. Specific Tabs referenced in the following discussion are contained in the 
DCMA St Louis Administrative Debarment.  Granco, DRW Tools and Midwest Consulting are 
corporations which repeatedly accept awards and fail to deliver the required parts on time. 
 
  4.  In Tab1 of the Administrative Debarment Report, GRANCO 2006, shows of 
the 48 contracts managed by DCMA, there was one contract with on time delivery, eight 
contracts with delinquent delivery averaging 150 days late and thirty nine terminated contracts 
for a failure rate for 81 percent.  These represent the contracts in which Granco was the prime 
contractor. 
 



  5.  For DCMA administered contracts where Granco was the subcontractor and 
listed as the place of performance, there were 84 DCMA managed contract awards between 1 Jan 
2009 and Sep 2010.  Only two contracts were delivered on time, sixteen were delinquent 
delivery, (averaging well over 120 days late) and sixty five were terminated. See TAB 1.   
   
  5.  Midwest Consulting Company had one DCMA managed contract and 55 
managed by other agencies with the one DCMA managed contract terminated and fifteen of the 
other managed contracts terminated for a failure rate of 27 percent.  See Tab 1. 
 
  6. A GSA investigation found three Granco NSN stock items (round removal tool, 
combinations flare nut and box wrench set, and the wrench socket) in the GSA depots failed 
testing due to the use of nonconforming steel. 
 
  7.  On April 4, 2011, DCMA St. Louis issued a Corrective Action Report (CAR) 
to Dennis Waldo and DRW Tools documenting a contract noncompliance under contract 
SPM5L2-11-M-0031.  The CAR identified several nonconformances to the contract, but 
specifically stated that the contractor substituted grade 70 Duro Neoprene on a Certificate of 
Conformance from Abbott Rubber Company while DRW’s contract specified Flouro Eastomer.  
Further, the Certificate of Conformance states the material was shipped to “Midwest Defense 
Con”, not DRW Tools, which is a failure of DRW to maintain traceability in documentation in 
accordance with FAR 52.211-9004.  DRW did not supply any purchase orders between supplier 
Abbott and Midwest Defense Con or between DRW and Midwest Defense Con.  
 
  8.  At a minimum, the Government has been damaged in the amount of $657,024, 
which is the sum of the NSNs that failed GSA testing.  There is also the administrative cost of re-
procuring all the cancelled orders, investigating these matters, which includes the labor expenses 
for contracting officers, technical advisors, and quality assurance specialists.  Finally, there are 
the not readily determinable damages suffered by military customers who did not receive parts 
on time or received nonconforming parts. 

 
RESPONDENTS’ SUBMISSIONS 

 
On July 22, 2011, the Respondents submitted written matters in opposition to the 

proposed debarments.  These documents have been incorporated into the administrative record.  
The Respondents contends (1) the Granco prime contracts are too remote to rely upon as a basis 
for debarment; (2) the GSA investigation is flawed; and (3) DRW Tools complied with the terms 
of its contract by submitting product for acceptance with substitute grade 70 Dure Neoprene for 
Flour-Eastomer.  Respondents also claim that Granco is defunct and Mr. and Mrs. Waldo are 
penniless.   

 
The U.S. Government’s allegations and the Respondents’ submissions are discussed more 

fully below. 
 

 
DISCUSSION AND ANALYSIS 

 



Remoteness  
 
Respondent states that he can only relate his circumstances of the last five years and 

requests consideration of mitigating circumstances which were outside his control, or at least 
without the intent to harm the Government The Respondent then relates the history of bad luck or 
unfortunate circumstances back to 2006 when Granco’s forging hammer went down, then in 
April 2007 Granco’s bank placed the company in receivership and subsequently the company 
went in bankruptcy in July 2007, Mr. Waldo made a poor choice in his financial consultant in 
2008, the death of his father in 2009, a sale of Granco’s assets in September 2009 and Waldo’s 
firing by the new owner, Gros and a 2010 fire of remaining records.  Respondent contends that 
most of the late deliveries, cancellations and terminations between 2006 and present, for 
Granco, were caused by financial circumstances, legal circumstances and events beyond Mr. 
Waldo’s control.  Quite certainly, Mr. Waldo never intended to defraud the Government, or 
intentionally fail to perform contracted work and states Mr. Waldo has performed very well 
under DRW Tools.  During this time, Mr. Waldo and Granco continued to accept orders either as 
a prime or subcontractor that he knew he did not have the resources, either the financial 
resources or the necessary technical equipment to perform the contracts.   

 
Respondent contends that Mr. Waldo’s performance history is too remote to be 

considered for debarment.  The DCMA contract counts were based upon two date ranges:  for 
the Granco affiliates where Granco was the subcontractor, there were 84 DCMA managed 
contract awards between 1 Jan 2009 and September 2010.  For the Granco as a prime contractor, 
there were an additional group of 48 contracts awarded from 2006.   The combined cancellation 
rate of those two groups was 79 % with only three contracts during the entire period delivered 
and time and an additional 24 contracts were delivered late.  Review of the cancellation 
modification summary reveals that over one third of the cancellations explicitly state cancelled 
because of failure to deliver the required part on time.  I note nowhere in the Respondent’s 
response is there any acknowledgement or acceptance of responsibility for the actions in the 
debarment report, nor are there any remedial steps proposed to ensure on-time deliveries of 
conforming product in the future.    

 
GSA Investigation 
 
 Respondents contend that the GSA investigation was flawed as it was too remote; 
disputes that Mr. Waldo instructed employees to use nonconforming steel and provides purchase 
orders for conforming steel and takes issue with the sample size used to test the product.  First, 
the GSA investigation concluded in September 2010 and the conduct at issue, the product 
substitution, was a continuing practice until the time of Mr. Waldo’s proposed debarment as 
shown by Mr. Waldo’s submission of nonconforming product in April 2011.  Secondly, the fact 
is that nonconforming steel was used and that Mr. Waldo purchased the required material does 
not show that there was any intent to use the required material for that specific product.  Lastly, 
regardless of the sample size protocol, the fact at issue and undisputed, is the substitution of 
inferior raw material for the contract requirements.  Testing verified these nonconformances. 
 
DRW Tools Product Substitution  
  



 Respondent contends that DRW Tools complied with contract terms by submitting 
product for acceptance with substituted grade 70 Duro Neoprene for Flouro-Elastomer because:  
1) Flouro-elastomer has the same salient characteristics as neoprene; 2) the two are equal in 
price; 3) Waldo was too rushed by DCMA to provide adequate traceability documents.  First, 
note that Fluoro-elastomer is not a brand name material but a class of rubber. The industry 
published standards show that the composition, operating range, general properties and chemical 
resistance are all different between the neoprene utilized and the contract required material 
fluoro-elastomer. While Waldo provides no supporting documentation to show the two are equal 
in price as claimed, research shows that neoprene is $3.06 per foot while a brand of fluoro-
elastomer is $29.96 per foot, which comes out to nearly 10 times the cost of neoprene.  The 
bottom line is the contract required Waldo to produce a part that complies with the drawing and 
he chose to use an alternate material.   This is product substitution.  Respondent's Exhibit D 
makes this point, clearly showing in Zone 3A that the material is to be "FLUORO 
ELASTOMER" and the Abbot certification clearly shows that Neoprene was provided. 
 

I have considered the information and argument raised in the Respondents' submissions 
as it relates to the mitigating factors set forth in the FAR 9.406-1(a).  The ten mitigating factors 
and their relevance to the Respondents' submissions are as follows: 
 
(1) Whether the contractor had effective standards of conduct and internal control systems in 
place at the time of the activity which constitutes cause for debarment or had adopted such 
procedures prior to any Government investigation of the activity cited as cause for debarment. 
 

The Respondents did not have effective standards of conduct or internal control 
systems in place at the time of the activity as they admitted.  Nor did they adopt any such 
procedures prior to the Government’s investigation.  The lack of effective controls 
contributed to the nonconformances and the Respondents’ failure to timely identify and 
respond to the problems. 
 
(2) Whether the contractor brought the activity cited as a cause for debarment to the attention of 
the appropriate Government agency in a timely manner. 
 

The Respondents did not bring the activities cited as the causes for debarment to 
the attention of the Government.   
 
(3) Whether the contractor has fully investigated the circumstances surrounding the cause for 
debarment and, if so, made the result of the investigation available to the debarring official. 

 
There is no indication in the submission that the contractor investigated circumstances 

surrounding the cause for debarment.   No formal audit or investigation by the contractor was not 
provided. 
 
(4) Whether the contractor cooperated fully with Government agencies during the investigation 
and any court or administrative action. 
 

The Respondents have been cooperative during the debarment process. 



 
(5) Whether the contractor has paid or has agreed to pay all criminal, civil, and administrative 
liability for the improper activity, including any investigative or administrative costs incurred by 
the Government, and has not made or agreed to make full restitution. 
 
 The Respondents have not paid nor agreed to pay the Government’s administrative costs 
or restitution.  The Government has paid well over $657,024 for defective parts identified to date 
and incurred the cost of investigation and testing.   
 
(6) Whether the contractor has taken appropriate disciplinary action against the individuals 
responsible for the activity which constitutes cause for debarment. 
 
 No disciplinary action has been taken. 
 
(7) Whether the contractor has implemented or agreed to implement remedial measures, 
including any identified by the Government. 
 

The Respondents have not outlined any remedial measures, only promising to not bid 
large contracts or ones he cannot perform.  However, based on the information provided, this 
measure is inadequate to protect the Government’s interests.   

 
(8) Whether the contractor has instituted or agreed to institute new or revised control procedures 
and ethics training programs. 
 

The contractor did not institute or agree to any new or revised control procedures and 
ethics training programs.    

 
(9) Whether the contractor has had adequate time to eliminate the circumstances within the 
contractor's organization that led to the cause for debarment. 

 
The Respondents have had adequate time to eliminate the circumstances within their 

organization that led to the cause for debarment. 
 
(10) Whether the contractor's management recognizes and understands the seriousness of the 
misconduct giving rise to the cause for debarment and has implemented programs to prevent 
recurrence. 
 

 Respondent does not recognize the seriousness of the misconduct that led to the 
cited cancellations and nonconformances, but only claims not to have “intentionally failed to 
perform contracted work.”  Mr. Waldo ignores the consequences of his actions, namely that the 
Government was required to deal with the operational and administrative effects of the numerous 
cancellations, late deliveries, nonconformances and the subsequent reprocurement.  The 
cancelled purchase orders and terminated orders constitute historical evidence of unsatisfactory 
performance and failure to perform contracts.   
 

By virtue of his position as officer, director, shareholder, and/or employee of Granco, 



Dennis Waldo participated in, knew of, or had reason to know of the late deliveries, cancellations 
and terminations.  Therefore Granco’s serious misconduct can be imputed to him.  In addition, 
based on his position and duties within the company, he is an affiliate of Granco.    

 
By virtue of his position as officer, director, shareholder, and/or employee of DRW 

Tools, Dennis Waldo participated in, knew of, or had reason to know of the nonconformances.  
Therefore, DRW Tools’s serious misconduct can be imputed to him.  In addition, based on his 
position and duties within the company, he is an affiliate of DRW Tools.    

 
By virtue of his wife’s ownership of Midwest Defense Consulting, Dennis Waldo is an 

affiliate of Midwest Defense Consulting.  
 

 I have carefully considered the administrative record.  The administrative record supports 
debarments based on the history of poor performance and nonconformances.  The information 
and argument advanced in opposition to the proposed debarments are not sufficient to persuade 
me that a period of debarment is not necessary to protect the Government’s business interests.  I 
have determined that the Respondents do not possess the level of responsibility required of those 
who do business with the Government and that a period of debarment is necessary to ensure the 
full protection of the Government's business interests.   
 
 

FINDINGS 
 
Based on the administrative record and the summary of facts above, I find that: 
 
1. Granco, DRW Tools and Midwest Consulting have demonstrated a willful failure to perform 
in accordance with the terms of one or more contracts; or, the companies have a history of failure 
to perform, or of unsatisfactory performance of, one or more contracts with the Government.  
Each company’s violation of the terms of a Government contract or subcontract is so serious as 
to justify debarment, pursuant to FAR 9.406-2(b)(1)(i).  
 
2. Pursuant to FAR 9.406-5(b), the fraudulent, criminal, or other seriously improper conduct of a 
contractor may be imputed to any officer, director, shareholder, partner, employee, or other 
individual associated with the contractor who participated in, knew of, or had reason to know of 
the contractor's conduct.  The seriously improper conduct of Granco and DRW Tools in their 
history of failure to perform or of unsatisfactory performance may be imputed to Dennis Waldo 
because as an officer, director, shareholder, partner, employee, or other individual associated 
with Granco and DRW Tools, Dennis Waldo participated in, knew of, or had reason to know of 
Granco’s and DRW Tool’s seriously improper conduct.  The imputation of the seriously 
improper conduct to Dennis Waldo provides a cause for his debarment, pursuant to FAR 9.406-
2(c). 
 
3. Pursuant to FAR 9.406-1(b), debarment may be extended to affiliates of a contractor.  FAR 
9.403 ("Affiliates.") states that, “Business concerns, organizations, or individuals are affiliates of 
each other if, directly or indirectly, (a) either one controls or has the power to control the other 
or, (b) a third party controls or has the power to control both.  Indicia of control include, but are 



not limited to, interlocking management or ownership, identity of interests among family 
members, shared facilities and equipment, common use of employees, or a business entity 
organized following the debarment, suspension, or proposed debarment of a contractor which has 
the same or similar management, ownership or principal employees as the contractor that was 
debarred, suspended, or proposed for debarment.”  Dennis Waldo and Midwest Defense 
Consulting are affiliates because of the shared interests with his wife’s company. Dennis Waldo 
and Granco and DRW Tools are affiliates , directly or indirectly, Dennis Waldo controls or can 
control these companies.  The affiliation of Midwest Defense Consulting, DRW Tools, Granco 
and Dennis Waldo provides a separate and independent cause for debarment, pursuant to FAR 
9.406-2 (c). 
 
 

DECISION 
 

Pursuant to the authority contained in Federal Acquisition Regulation (FAR) Subpart 9.4, 
the Defense FAR Supplement (DFARS) Subpart 209.4, and based upon the administrative record 
and the findings set forth above, Granco, DRW Tools, Midwest Defense Consulting and Dennis 
Waldo are debarred effective this date.   
 

The debarments are to remain in effect for three years from the date Granco, DRW Tools, 
Midwest Defense Consulting and Dennis Waldo were first proposed for debarment from 
Government contracting.  The debarments apply to procurement, nonprocurement, and sales 
contracting and are effective throughout the executive branch of the Federal Government unless 
the head of the agency taking the contracting action or a designee states in writing the 
compelling reason for continued business dealings between the agency and the parties. 
 
 
 
 
      M. SUSAN CHADICK 
      Special Assistant for  
      Contracting Integrity 
 
 



Where’s Waldo?:  Dealing with Delinquents 

 

As contract management delegations for non-critical items become fewer and far 
between, problems with non-performing contractors seem to multiply for buying 
commands.   That is especially true when a contractor continually re-invents itself using 
different names and family members to create affiliated companies to keep receiving 
awards.  After years of being asked the question, where’s Waldo, or more specifically, 
where are the goods that any of Kansas City contractor Dennis Waldo’s non-performing 
companies were supposed to supply to DLA, the DCMA Kansas City contracting team 
had enough. 

Led by Team Chief John Burke, the DCMA team detailed on spreadsheets the 
delinquencies of Waldo’s companies that showed the contractor and its affiliates 
repeatedly accepted awards without the capability to perform and failed to deliver 
timely.  Over 75 percent of DCMA administered contracts awarded by DLA were 
cancelled by the buying commands due to the contractors’ and its affiliates’ inability to 
perform and only 2% in total delivered on time with the average delinquency rate on the 
remainder at 145 days late.    

DCMA consistently took action to advise buying commands of the contractor’s 
poor performance history on a case by case basis, but due to the large number and 
variety of items from numerous government agencies for which the contractor continued 
to bid and the designation of destination acceptance on the majority of contracts with no 
oversight, a better remedy was needed to ensure an effective supply chain.  Add in a 
highly thorough GSA IG investigation that established that Waldo’s first company had 
submitted invoices and been paid on orders from GSA where goods were never 
received, as well as other integrity issues, and the result was the remedy of a DLA 
debarment of Dennis Waldo and affiliates until May 8, 2014.  

The FAR authorizes debarment for two categories of misconduct related to the 
performance of government contracts: (i) willful failure to perform in accordance with 
contract terms; and, (ii) a history of failure to perform, or unsatisfactory performance on 
one or more Government contracts. Debarment may be imposed based upon a finding 
as to either of these categories, by a preponderance of the evidence.  The debarment 
result in this case excluded Dennis Waldo and his affiliated companies who lacked 
present responsibility to perform on contracts from continuing to under-bid legitimate 
contractors for the same items, so critical supplies can reach the war fighter.   

What were the fraud indicators that began this journey to finding Waldo and a 
remedy?  First and foremost, are the contract delinquencies themselves for all the 
affiliates that spoke volumes once they were identified in total.  Add in complaints from 



competitors who were willing and able to perform but underbid by Waldo and the fact 
that some affiliates operated out of the same residence without any manufacturing 
capability for the items awarded and you find a sea of red flags waving. 

Those red flags did not go un-noticed by DCMA Kansas City QAR Ken Coverdell, 
whose keen eye and vigilance discovered Waldo’s most recent company, DRW Tools, 
operated out of a residence without manufacturing capability.  When Ken discovered 
over 95% of the awards to DRW were destination acceptance, he quickly pointed out 
the red flags for action.  DCMA Kansas City Industrial Specialist Michael Shugrue was 
likewise diligent in tracking the different tentacles of affiliated companies as they 
cropped up. 

Kudos to the DCMA Kansas City Team including Burke, Shugrue and Coverdell 
for their tenacious efforts to ensure an effective supply chain of critical military items to 
the warfighter.   Also special thanks to Michele Pavlak, DLA Office of General Counsel, 
and to GSA Special Agent Wendy Rowan for their outstanding support in this matter.   
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IN REPLY 

REFER TO  DCMAN-Y  September 6, 2012 
 

 
MEMORANDUM FOR THE PFB, CONTRACT & FISCAL LAW DIVISION, 

DEPARTMENT OF ARMY 
 
SUBJECT:  DFARS 209.406-3 Report and Recommendation for Debarment: Electronic Combat 

Test & Evaluation Company, Inc. (ECTEC), William Fitzhugh, Nancy Fitzhugh, 632 
East Ave. P, Suite A, Palmdale, CA   93550-3001   

 
 This report is submitted in accordance with the requirements of Federal Acquisition 
Regulation 9.406-3 and Department of Defense FAR Supplement 209.406-3. 

 

A.  Point of contact for this report is:  Robert Vogt 
      Associate Counsel 
      Contract Integrity Center 
      Defense Contract Management Agency 
      18901 So. Wilmington Ave, Bldg. DH-2 
      Carson, California 90746-2856 
      (310) 900-6661 
      DSN 929-6661 
      Robert.Vogt@dcma.mil 
 
B.  Contractor:     Electronic Combat Test & Evaluation Company, 

Inc. (ECTEC) 
       CAGE Code 1PA02 
      DUNS # 859077034 
      632 East Ave. P, Suite A 
      Palmdale, CA   93550-3001      
      ectec@ectecinc.com 
 
 
C.  Contractor Officials:    William Fitzhugh 
      Vice President/Manager 
      ECTEC, Inc.      
      632 East Ave. P, Suite A 
       Palmdale, CA   93550-3001      

     bill@ectecinc.com 
       

mailto:Robert.Vogt@dcma.mil
mailto:ectec@ectecinc.com
mailto:bill@ectecinc.com
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      Nancy Fitzhugh 
      Owner 
      ECTEC, Inc.      
      632 East Ave. P, Suite A 
      Palmdale, CA   93550-3001      
      
 
D.  Known Affiliates:    NA 

         
      
E.  Contracts Affected:    A Firm Fixed Price Contract, Army Test & 

Evaluation Command (ATEC) contract no. 
W9115U-08-C-0004, was awarded by ATEC 
Mission Support Contracting Activity 

      to ECTEC (Cage Code 1PA02) for production 
of a first article of a Radio Frequency 
Monitoring and Data Analysis System 
(RFMDAS) plus three production RFMDAS 
systems.  

       
 
F.  Other Contracts:    There appears to be one prime contract 

(N00178-05-D-4306) awarded to ECTEC that 
DCMA is administering at this time.  However, 
they have also been awarded a subcontract to 
perform work by Scientific Research Company.  
SRC was awarded a contract by the U.S. Navy, 
SPAWAR in Charleston, SC.  The purchase 
order from SRC for services to ECTEC is 
SR20121307. 

        
 
G.  Summary of Pertinent Evidence: 
  

Mr. William Fitzhugh, Vice-President of ECTEC, Inc., entered into a Firm-Fixed-Price 
(FFP) contract on August 22, 2008 with Patricia Cuff, the Procurement Contracting Officer 
(PCO)  for the Dept. of the Army,  ATEC Mission Support Contracting Activity, Fort Hood, 
Texas, to provide supplies and services in conjunction with the Radio Frequency Monitoring and 
Data Analysis Systems (RFMDAS). 
 

The contract provided for four complete systems, consisting of a First Article RFMDAS 
unit and 3 production units  integrated onto their host trailers with all associated payload bays, 
antenna systems, mast subsystems, power generation, data networking and environmental control 
systems. It also provided for  Progress Reports, an Acceptance Test Plan,  Operator’s Manual, 
Maintenance Manual, and Training for up to 12 technicians covering detailed operations, and 
maintenance on the associated hardware and software components of RFMDAS, and granted full 
Government Data Rights to all contractor developed hardware and software on the contract 
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including diagrams, Bills of Material, circuit schematic diagrams and source code developed by 
the contractor.  
 

All systems were to be completed and delivered to Contracting Officer’s Technical 
Representative (COTR) at Fort Huachuca, Arizona.  In addition, the systems had to pass all 
Customer Acceptance testing by 180 days ARO (After Receipt of Order) though system training 
for operators and maintainers could be provided after this period if necessary.   
 

The RFMDAS is essential for advanced capabilities in verifying the sense signal 
environment presented to the various systems under test for Tactical Unmanned Aerial Vehicle, 
Aerial Common Sensor, and the U.S. Army’s Prophet System Operational Tests.   
 

ECTEC was to deliver the first article system and three production systems to the U.S. 
Army at Fort Huachuca, AZ by February 27, 2009 and March 27, 2009, respectively.  No 
delivery was made.  As a result, on May 5, 2010, a modification to the contract was issued by the 
U.S. Army Test and Evaluation Command in Fort Hood, TX extending the date of delivery for 
the production of all four RFMDAS to November 30, 2010.  
 

The contractor subsequently informed the PCO that he did not have the financial 
resources to complete the contract even though he had already billed the Government for, and 
received $1,245,751 of the $1,311,712 contract price in the form of progress payments, between 
November 2008 and May 2009.  These progress payments represented 95% of the total 
contracted price.  None of the contracted items were ever completed or delivered to the Army in 
accordance with the terms of the contract.  
 

On February 1, 2011, after the contractor failed to meet the conditions of the contract 
extensions, ATEC PCO Patricia Cuff “issued a Show Cause Notice notifying ECTEC, lnc. that 
the Government was considering terminating the contract under the provisions for default. The 
Show Cause Notice allowed ECTEC, Inc. a period of 10 working days from the receipt of the 
notice for ECTEC, Inc. to provide any facts bearing on whether failure to perform arose from 
causes beyond ECTEC, Inc.'s control and without fault, or negligence. The notice also informed 
ECTEC, Inc. that failure to present any excuses within the spccified timeframe would be 
considered an admission that none exists. ECTEC, Inc. received the Show Cause Notice on 7 
February 2011 via certified, return-receipt USPS mail.” No response was provided or received 
from ECTEC, Inc. (Attachment 1) 
 

On March 11, 2011, ATEC PCO Patricia Cuff sent a letter to Mr. Fitzhugh and ECTEC 
notifying ECTEC of her “decision to terminate Contract W9115U-08-C-0004, dated August 23, 
2008, in its entirety for default for failure to make delivery and failure to make adequate 
progress.” (Attachment 1) 
 

On January 31, 2012, DCMA ACO sent a demand letter to Mr. Fitzhugh and ECTEC, 
stating ECTEC is “indebted to the United States Government in the amount of $ 1,245,751.00 on 
Contract No. W9115U-08-C-0004. This debt resulted from your failure to deliver the contracted 
items under the terms of the contract before being officiallyTerminated for Default on March 11, 
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2011; and represents the sum total of the six Progress Payments you received under the contract 
during the period November 2008 through May 2009.” (Attachment 2) 
 
 
H.  Estimate of Damages: ECTEC billed and received from the Government, $1,245,751 of the 
$1,311,712 contract price in the form of progress payments, between November 2008 and 
November 2009.  These progress payments represented 95% of the total contracted price.  None 
of the contracted items were ever completed or delivered to the U.S. Army in accordance with 
the terms of the contract.   
 
 DCMA relies upon the integrity of the contractor and the reliability and accuracy of 
inspection and quality system documentation.  The impact of debarment for ECTEC, William 
Fitzhugh and Nancy Fitzhugh on Government programs is likely to be minimal as there are other 
potential contractors that could be utilized.   
 
 
I.  DCMA Palmdale ACO Lynda Goins concurs with this recommendation.  Ms. Goins is the 
DCMA ACO currently assigned to ETEC.   
 
 
J.  The relevant documentation is attached.  
 
 The information provided indicates a serious lack of business integrity and warrants 
debarment of ECTEC, Inc., William Fitzhugh and Nancy Fitzhugh from Government contracting 
pursuant to FAR 9.406-2(b)(1).   
 

      Respectfully submitted, 

        

       /s/ 

      ROBERT VOGT 
      Associate Counsel  
      Contract Integrity Center 
      Defense Contract Management Agency  
 
Attachment to be sent by email 
 
cc via email w/o attachments:   
    Russell Geoffrey, Director, DCMAC-Y 
    Lynda Goins, DCMA Palmdale 
    Randy Bunn, DCMA Palmdale 
    Sunny Lim, DCIS  
     
     

 
 


























































	Crawford mini pdf.pdf
	page 1
	page 2
	page 3
	page 4

	Debar ECTEC 7-12.pdf
	IN REPLY

	Granco1.pdf
	INFORMATION IN THE RECORD
	BASIS FOR THE PROPOSED DEBARMENT
	M. SUSAN CHADICK
	Special Assistant for




