


b. Apencics of the cxecutive branch of the Federal governinent witl neither solicit offers,
award contracts, renew or otherwise extend existing coniraets, nor approve subcontracts
requiring government approval with Rapiscan Gov Services, Inc., uniess the head of the
agency taking the contracting dction {or a designee) states in writing the compelling
reasons for continued business dealings between Rupiscan Gov Services, Inc., and the
ageney. 48 C.E.R. §9.405,

0o

. Rapiscan Gov Services, lue., may not conduct business with the Federal government as an
agent or representative of other contractors, nor may it act as an individual surety for other
contractors. 48 C.F.R. § 9.405,

d. Other Federal povernment contragtors may not award subcontracts fo Rapiscan Gov
Serviecs, Inc., in excess of $3(,000 for other than commercially avatlable ofl-the-shelf
items (COTS), unless there is a eampelling reason to do so and the contractor first notifies
the contracting officer and further complies with the provisions of 48 C.F.R. § 9.405-2(b).

e, The Federal government wilt exclude Rapiscan Gov Services, Inc., from govermment, non- i
procurement transactious, such as granls, cooperative agreements, scholarships, i
fellowships, contracis of assistance, toans, loan guarantces, subsidies, insurance, payments |
for specified use, and donation agreemnents. 2 C.¥.R, Pact 180, as implemented by 2 C.F.R.
Part 3000 (reciprociiy at 48 CFR. § 9.401). Rapiscan Gov Services, Inc., may not act as
principal of a person participating in Federal financial assistance programs. /d,, at § i‘
180130,

f. DHS will carcfully examine Rapiscan Gov Services, Inc.’s alliliation with, ot relationship
to, any organization doing business with the government to determine the impaet of those
ties on the responsibility of that organization to be a government contractor or
subcontractor. 48 C.F.R. Subpart 9.4, Definitions; id., § 9.406-3(b)(1). Voluntary
disclosure of Rapiscan Gov Services, Inc.’s other business interests will be considered in
determining its present responsibility in this procceding,.

Agency Procedures

If Rapiscan Gov Services, Inc., wishes to conlest this action, it must first send me a letter within
30 calendar days after receipt of this Notice, stating in detail the reasons it helieves debarment is
not warranted. Rapiscan Gov Services, Inc,, may submit this information in person, in wiiting, or
through a rcpresentative. IF Rapiscan Gov Services, Inc., designates a representative to respond
on its behalf, it must notity this office in writing of the identily of the representative, The
designation should specifically slate the namie and address of all individualy or companies the
designated representative has the authority to represent in this imatter,

Rapiscan Gov Services, Inc.’s submission, if any, should include specific information that inay
raise a genuine dispute over {acts material to the proposed debarment. If it is found that the
information or argunent submitted raises a genuine dispute over matcerial facts, fact-finding may
be conducted to determine the dispuled facts. If Rapiscan Gov Scrvices, Inc., believes that any
information contained in the ARM is incomplete or inaccurate in any material way, it should




provide the additional or corect information and/or cite specifically o the provision in the ARM
that it believes is incoinplete or inaccurate. Facts proved by conviction or civil judgment,
however, are not subject to dispute in this debarment proceeding. Rapiscan Gov Services, Inc.,
should also include any mitigating factors it belicves deserve consideration. Scction 9.406-1(a)
of title 48, C.F.R., provides guidance on relevant information to the agency’s decision. Both the
attached ARM and any written inforination Rapiscan Gov Services, Inc., provides will be made a
part of the administrative record.

In addition to its written submission, Rapiscan Gov Services, Inc., may meet with DHS to further
address the infarmation or to provide additional information about its present responsibility to
perforin under Federal procurement and/or non-procurement awards. 1f it would like to schedule
a mecting, Rapiscan Gov Sexrvices, Inc., must request onc in its initial Jetter contesting this action.
If Rapiscan Gov Services, Tuc., desires to meet, it must {irst make the complete writien
submission in response to this Notice as referenced above within the 30 calendar-day period to
avoid imposition of debarment without further proceedings.

Period of Debarment

Scction 9.406-4(a)(1) of title 48, C.F.R,, provides that if a debarment is impased against Rapiscan
Gov Scrvices, Inc,, it shall be for a period cornmensurate with the seriousness of the causes and
gencrally should not excecd threc (3) years but may be more or less depending on the risk Rapiscan
Gov Services, Inc., poses to the Federal government. Based on the information in the adminisirative
record before me, if Rapiscan Gov Services, Inc., does not respond fo this Nolice of Proposcd
Debarment and debarment is imposed, it will be for a period of 36 months.

Known mitigating and aggravating factors, as described in 48 C.I'.R. § 9.406-1(a}, have been taken
into account. Any period of debarment reflects the best interests of the Federal government, which
includes protecting the overall integrity of the government procureimnent process. Should I impose
debarment, the consequences described in the lettered paragraphs above will continue to apply. If
debarment is imposcd, moreover, Rapiscan Gov Services, Ine.’s name and address would continue
to be published in the SAM uniil the termination of any such debarment,

Because of increased security screening of standavd U,S. mail, Rapiscan Gov Services, Inc., is
strongly encouraged to submit any information via e-mail or via overnight delivery. It is highly
recormmended that Rapiscan Gov Services, Inc., submit documentation via e-mail to:
TSAProcurementPolicy{@tsa.dhs.gov. If Rapiscan Gov Services, Inc., decides to eommunicate
through the United States Postal Service (USPS) or other overnight delivery service, it should
direct communications to: '

Officc of Acquisition

Policy and Oversight Division

Richard D, Braendel I1, Divecior
Transportation Security Administration










I. PURPOSE:

On behalf of the Transportation Sceurity Administration (TSA), 1 recommend that the
Department of Homeland Security (DHS) Suspension and Debarment Official (SDO) propose to
decbar Rapiscan Gov Services, Inc. and Rapiscan Systeins, Inc. (reletred to collectively as
Rapiscan herein) under 48 C,F.R. Subpart 9.4, This recommendation is based upon evidence set
forth below. This evidence demonstrates {hat Rapiscan violated the terms of a Government
contract so serious as to justify debanment (48 C.F.R. § 9.406-2(b)(1)(i); and/or, committed
causcs of s0 serlous a pature that they affect Rapiscan’s present responsibility as a contracior (48
C.ER. § 9.406-2(c)).

11, RESPONDENT:

Rapiscan Gov Serviees Inc.
1901 8, Bell Street, Suite 325
Arlington, VA 22202

Alliliate;

Rapiscan Systcms, Inc.
2805 Columbia Street
Torrance, CA 90503

Rapiscaﬁ Gov Services Ine, and Rapiscan Systems Inc. are security technology providers and
subsidiaries of OS} Systems Inc. The contract referenced in this Action Referral Memorandum
(ARM) was initially entered into between TSA and Rapiscan Systems, Ine. On January 13,
2012, this contrget was novated from Rapiscan Systems Inc., to Rapiscan Gov Services, Inc, (See
Attachment A),

Business concerns, organizations, or individuals are affiliates of each other if, “directly or
indirectly, (1) either one controls or has the power to control the other, or (2) a third party
controls or has the power to control both, Indicia of control include, but are not limited to,
intertocking management or ownership identity ol inferests among family members, shured
facititics and equipinent, common use of employees, or a business entity organized following the
debarment, suspension, or proposed debartaent of a contractor which has the same or similar
management, ownership, or principal employecs as the contractor that was debaired, suspended,
or proposed [or debarment.” See 48 C.F.R. § 9.403,

Based on information known to the government, there is no clear delincation between Rapiscan
Gov Services Inc. and Rapiscan Systems, Inc. in relation to the performance of the subject
contract, other than that the contract was novated from the former to the latter corporation in
January 2013, Virginia Statc Corporation Cominission records reflect that Peter Kant is the






the period of performance was ultimately extended, by contract modification, a total of three
times in exchange for consideration provided to the Government. Further, TSA would later
permif Rapiscan to test and deliver an ATR Tier I capability as an interim solution to the ATR
Tier I capability as vequired by the contract due to Rapiscan technical difficulties developing
Ticr 1L

in September 2011, Rapiscan delivered a version of its ATR Tier [ capability For evaluation and
test. After initial testing of the ATR capability to determine if it met hasic detcction and
operational requirements, known as Qualification Testing & Evaluation {(QT&E), was completed
and the result cvaluated, the tesling showed that the ATR capability had only minor deficiencies.
As aresult, TSA decided to cornmence Operational Testing & Evaluation (OT&E) at airports
located in San Dicgo, Phocnix and Pittsburgh. A 60-day OT&E was scheduled to begin at thice
airport locations in June 2012.

In April 2012, Rapisean discovered a hardware delect in their ATR capability while eondueting
an unrelated pilot projeet with Do), This defect rendered the pilot project units non-operational
due to manufacturing deflects in a critical component of the unit. OnMay 16, 2012 Rapiscan
concluded that this defect would most likely prohibit the successful completion of the TSA
operational testing of the ATR and Rapiscan later adinitted that it would. Rapiscan engincers
identified two potential solutions to resolve the defeet: 1) implement a-sofware change lo correet
the hardware defect or 2) replace the defective component, Without disclosing the defect to TSA
Rapiscan’s program managemctl tcam decided that implementation of a software change would
most likely delay the OT&L, as additional testing would be requiired. Believing that TSA would
pravide Rapiscan an opportunity to correet the defect througl new soflware prior 1o deployment
of the units, along with any deficiencies found in the QT&E and OT&L, Rapiscan executives
determined that replacement of defective coinponents was the most expedicnt solution so that (he
ATR would complete OT&E testing. With only days before the operational test units were
physicatly locked down from any changes, Rapiscan unilaterally replaced defeetive detector
assemblies in the operational test units being tested at select airports without the notification,
consultation, or approval of TSA as would be required under the contract for normat
maintenance actions (se¢ Attachment B).

On July 11, 2012, the ATR Tier 1 capability completed OT&L. Because the test results indicated
only misor deficiencics, TSA determined that security related mission needs, as well as the
pending congressional inandate, were of greater concern than the minor deficiencics and
informed Rapiscan of its inient to defer the correction of those deficiencies to the ATR Tier I
capability and deploy the ATR Tier I capability as tested. Knowing that the capability could not
be deployed without correction of the defect, Rapiscan submitied a series of Requesl for
Deviations (RI'1)) generally identifying sofware improvements, bugs, and enhancenients, These:
RTDs wete fitst otfered for a eompletely untested ATR Tier I capability, however Rapiscan




revised and offered RFDs for the tested ATR Tier 1 capability after TSA indicated it wonid not
consider ATR 'lier I changes until ATR Tier I was successlully deployed. However, these
revised RI*Ds did not identily any ATR Tier I defect that would inhibit successlui operation of
the unit. Since the REDs did not indicate any critical defect that would prohibit successful
deployment of the tested Tier 1 solution, TSA determined that it would address the RFD and any
other software changes in the futurc after the ATR capability was deployed as some level of
additional testing would be required and otherwise risk deployment of the capability in time for
to mceet thie congressional mandate,

On August 8, 2012, Rapiscan informed TSA that it would be cosi prohibitive 1o Rapiscan to
replicate the hardware and configuration tested in the airport tiials on a fleet-witle basis, but
again did not identify the defect to TSA as it related to ATR Tier I {sec Attachment C), Alter
numerous inquiries from TSA to better understand this August 8, 2012 letter, the Program
Manager at Rapiscan finally provided TSA with an explanation of the defect, (be replacement of
the dctector assemblies, and its attempt to correct the defect in its ATR Tier H capability by
stbmilting the RFD (see Aitachment 13). Since the ATR Tier I capability had a critical defect
that would prevent successful deployment, TSA had no oiher alternative than to hait the
deployment of the ATR Tier I capability. The Rapiscan admission came almost four months
alter Rapiscan had originally detected the software defcet, and Rapisean had multiple
opportunities to identify the ATR. Tier [ defect in program reviews, status updates, meetings with
TSA staff, RIDs, etc., not to mention the numerous TSA requests for information that Rapiscan
responded with less than complete answers.

As the Head of the Contracting Agency, { issued a Show Cause Nolice to Rapiscan on November
12,2012, While the Show Cause Notice was issucd to Rapiscan Systems, Inc., it should have
been issued to Rapiscan Gov Services, Inc., due to the referenced contract novation from it to
Rapiscan Gov Services in January 2013, Nevertheless, Rapiscan Systeims, Ine. responded to the
Notice as if it had been received by Rapisean Gov Services, Inc. This Show Cause Notice
(included as Attachment E without the atiachments as they arc considered Sensitive Sceurily
Inforimation, howcver they are available upon request) iderlified the events that TSA believed to
have transpired and requested that Rapiscan provide an answer to 32 questions to detéermine
whother it was appropriate or not to recommend to the DHS Suspension and Debarment Oflicial
to dehar or suspend Rapiscan. The Show Cause Notice requested answers to thesc queslions
within 14 days.

IV, AGGREVATING AND MITIGATING FACTORS:

At Rupiscan’s request, several TSA officials and [ met with Ajay Mehea, President of Rapiscan
Systems, Inc., Peter Kant, President of Rapiscan Gov Setvices, Inc., and Excentive Vice
President of Rapiscan Systems Inc., and the companies” counsel from the law firm of Crowell &



Moaooring, on November 16, 2012 to discuss the Show Cause Notice. At this meeting, Rapiscan
discussed its discovery of the defect in the DoD Pilot Project, previously unknown to TSA, and
indicated that the Rapiscan sxecutives who made the determination to replace the defective
component did not have a clear understanding of the potential consequences of such actions,
Rapiscan also indicated that it believed that nothing inappropriate had taken piaee as Rapiscan
replaced the components with the same part number and the ultimate issue was simply a
breakdown in customer communications. At this meeting, Rapiscan also sought TSA to
immediately consider a Compliance Agreement, Rapiscan identified several completed and
currently underway activities that it believed demonstrated that it was in fact a responsible
business entity as envisioned by FAR subpart 9.406-2(b)(1), a violation of the terms of a
Govemment contract or subeontract so serfous 8s to justily debarment and for FAR 9.406-2(c), a
contractor or subconlractor based on any other cause of so serious or compelling a nature that it
affects the present responsibility of the contructor or subcontractor.

Following this meeting, I concluded that the information presented and activities that Rapiscan
identified as evidence of its responsibility were insufficient to immediately pursue an
administrative agreement and required that it formally answer the questions posed to them in the
Sbow Clause Notice, '

On November 26, 2012, Rapiscan Systems, Inc. responded to the Show Cause Notice. In a cover
leder [rom the Rapisean Systems Ine,, Prosiden t/Chief Executive Olficer, Rapiscan again olfered
that its actions were not in breach of contract, regulation, or statute and identified the previously
offered activities to demonstrate responsibility. The response also included a report from the
outside counsel hircd by Rapiscan to investigate the manney, This report also concludexi that
Rapiscan had made mistakes in judgment and communication; however, its status as a
responsible business entity should not be in question (see Attachment B). Neither the cover
letter nor the outside counsel repoit responded to the questions posed to them in the Show Cause
Notice. After reviewing its response, 1 have concluded that Rapiscan should be proposed for
debarment.

V. NEXUS STATEMENT:

The purpose of this recommended action is not to punish, but is to proteet the public interest and
the integrity of fedcral programas by conducting business only with responsible contractors, See
48 C.F.R. § 9.402(b).

A “vontractor” is defined as “any individual or other legal entity that: (1) Directly or indirectly
{e.g., through an affiliate), submits offers for or is awarded, or rcasonably may be expected. to
submit offers for or be awarded, a Government contraet, including a coniract for carriage under
Government or commetceial bills of ladiug, or a subeontract under a Governmeni contract; or (2)
Conducts business, or reasonably may be expected to conduct business, with the Government as




an agent or representative of another contractor.” 48 C.F.R. § 9.403. Rapiscan Systems Inc. was
awarded the subject IDIQ and DO contracts. On Januvary 13, 2012, the subjecl contract was
novated from Rapiscan Systems Inc., to Rapiscan Gov Services, Inc. As such, both Rapiscan
Systems Inc., and Rapiscan Gov Services Inc., {it the definition of Contractor above, and this
serves as the basis in which to take action against them.

Rapiscan did not disclose the defect or the hardwarce change, Rapiscan had multiple opportunities
to disclose this information and its conscious choice not.do so indicates that Rapiscan is not able
or willing to act in the best interest of the Gavernment. Further, when it became apparent that
the soflware defect would cause an immediate impact in deployment, Rapiscan again rcfused to
clearly identify a defect and instead submitted generally worded RPDs and leiters. Rapiscan
replaced the detector assemhlies as an expedient method for ensuring that the ATR capability
would complcte OT&L on schedule and without additional harm to its company and repatation,
which would have resulted from a defay in testing or identification of a software defect.

The debarring official may extend the debarment decision to inclede any affiliates of the
conlractor if they are: (1) Specifically named; and (2) Given writien notice of the proposed
debatment and an opportunity to respond. See 48 C.I.R. § 9.406-1(b).

As indicated in the Respondent section above, Rapiscan Systems, Inc. is an affiliatc of Rapiscan
Gov Scrvices Ine,, based on interlocking management, shared resources, and the involvement of
Rapiscan Systems in cotnection with performance of the current subject contract held with
Rapsican Gov Scrvices.

V1. LEAD AGENCY:

This case ktas been coordinated with the Interagency Suspension and Debarment Commitice
(18DC) to determine Lead Agency. There were no objections to TSA heing the lead agency in
this matter,

VII. REGULATORY BASIS:

The bases for proposing to debar Rapiscan is 48 C.F.R § 9.406-2(b){1)(i} and (c¢). Through a
scarch of General Scrvices Administration’s System for Award Management (“SAM™), Rapiscan
was not found to have any current or prior instances of being suspended, proposed for
debarment, or debarred,
















Attachment A

(3) Tha Transferee ratifies all pravious actions taken by the Transferor with
ragpect to the contract, with the sama force and effect as if the action had been
taken by the Transferee.

(4) The Government recognizes the Transfaree as the Transferor's successor
in Interest in and o the contract. The Transfaree by this Agreament becomes
entitled to all rights, tiflas, and interesats of the Tranaferor In and to the contract as if
the Transferse were the original parly to the contract. Following the effective dale of
this Agreemant, the term "Contractor,” as used in the coniract, shall refer to the
Transfarea,

(5) Except as expressly provided in this Agreement, nothing in it shall be
construed as a waiver of any rights of the Governmont againet the Transferor.

(6} Al paymenis and reimbursemants previously made by the Government 1o
the Transferor, and all other previous actions taken by the Government under the
contract, shall be considered to have discharged those paris of the Government's
obligations under the contract. Ali paymants and reimbursements macde by the
Government affer the date of this Agreement in tha name of or to the Transferor
shall have the same farce and effect as if made to the Transferes, and shall
constitule 8 complete discharge of the Government's obligations under the contract,
ta the oxtent of the amounts pald or reimbursed,

{7) The Transferor and the Transferee agree that the Government is not
obligated to pay or relmburse either of them for, or otherwise glve effsct ta, any
costs, taxes, or other expenses, of any related increases, directly or indirectly
arising out of or rasulting from the transfer or this Agresment, ether than those that
the Government in the absence of this transfer or Agresment would have been
obligated to pay or reimburse under the terms of the contract.

(B The Transferor guarantees payment of all fiabilities and the performance of
ali obligations that tha Transferee—

(I} Assumes under this Agreement; ar

(i) May undertake in the future shauld ihe contract be modified under ita
tarms and condiilons. The Transferor waives notice of, and consents to, any such
future modifications.

(9) The conlract shall rernain in full force and effect, except as modifled by this
Agreement, Each parly has executed this Agreement as of the day and year first
above written.

[SIGNAUTRE PAGE FOLLOWS]







List ol Aflfected Contracts

Contract No. 1ISTS04-05-D-C'F2077










































































































Attachment c

systems
An 051 Systems Cormnpany

August B, 2012

Mr. Lance Nyman
Contracting Officer
Transportatlon Security Admintstration (TSA}

Subject: Advanced |haglng Technology-1 {AIT-1] ATR Deployment
Reference: Contract Mumber H5T504-09-D-CT2077, as modifled

Deay M. Lyman;

in response to your emall dated August 7, 2012, Rapiscan respectfully requests TSA headquarters reach out
to the three alrports who participated in the ATR OT&E as each site is reporting negative operational impacts
of the current ATR software. These impacts are directly related fo the reasons Rapiscan is recommending
TSA delay deployment of the current ATR operating software. Below Is Rapiscan’s explanation of the
software improvements we are recommending for ATR deployment.

FollowIng our Tier 1 software submission we liave continued extensive internal testing and identified
enhancements to improve the relfabllity and operational availability of ATR systems. Rapiscan incorporated
additional changes designed to facllitate reliable Automated Threat Recognition {ATR] as well. With ATR there
are no images displayed; therefore the System Software must provide assurances that the system is functioning
properiy and there are no image anomalies. Without these improvements any ene of a number of conditlons
can resuitin a “biue man” [meaning and inspection fault} display without any guidance fo the operator 2s to tha
root cause. “Blue Man” faults will results in rescans or additionat pat-down searches. This wilf slow throughput

as shown at the ATR OT&E airparts. ’

It is Important to note that the System Software is a separate component than the Algorithm Software. The
improvements within the System Software do not Impact detection performance nof are we proposing a new
algorithm for deployment. These enhancements listed below will have direct Impact on reliabllity,
maintainability and availability, '

IMprovements Incorporated in System Software v4.00.19

TSL/TSA reparted defects addressed:
®  Corrected message if master interlock is opened,
A riixedjmlsmatch betwcen dally and monthly passenget counts {wlli see correct passenger count at all
times).
" Corrected Total Passenger count.and Alarmed Passenger count definitions as per FDRS reguiremant.

2305 Columbia St. Torsance, California 50503 USA
Telaphons +1 310878 14567 Eageimile =1 310-34













‘U8, Depariment of Homefand Security
Avllngton YA 20598-6002

% Transportation
Securi
Administration

November 13, 2012

Ajay Mehra

Prestdent

Rapiscan Systems, Inc,
2805 Columbia Strcet
Torrance, CA 90503

RE:  Rapiscan Must Show Cause For Why It Should Not Be Debarred

Dear Mr. Mehra;

As the Head of the Contracting Activity (HCA) for the Transportation Sceurity Administration
(’I’SA), [ am informing you through this Show Cause Notice that I possess information that raises
serious concerns about the pzeaem responsibility of Rapiscan Systers, Inc. (Rapiscan), which
could lead to its debarment.' This information regards Rapiscan’s conduct and performance
under TSA contract H§TS04-09-D-CT2077 (Contract), dated February 28, 2009, as amended,
which required Rapiscan to develop, produce and deploy an Advanced Imaging Techno]o gy with
Automatic Targeting Recognition (ATT/ATR) for use in TSA screening at aitports.” The
Contract also required that Rapiscan conduct, and the AIT/ATR’s software, algorithm, and other
components successfully pass, & series of testing protocols, including Operational Testing and
Fvaluation (OT&E) which was performed at select airports.® According to the Contract,
Rapiscan’s conduct of these tests, and the AIT/ATR technology passing them, must have
occwred before T'SA could have accepted the techmology and allowed Rapiscan (o have
continued working on schedule toward satisfying the Junc 2013 statutory deadline for its
nationwide deployment.”

Specilically, the attached documents suggest that, contrary to the Contract, Rapiscan
intentionally withlickd information (rom TSA, beginning in early May and continuing until at
least carly Angust 2012, regarding a critical defeet that affccted the AIT/ATRs tier I software

! Federal Acquisition Regulation (FAR) Part 9.4 (Debarred contractors ate cxcluded from receiving new conacts,
conducting business with the government as an ageat or representative of contractors and Federal agencies will not
solicié offers from them); fd,, §§ (b)(1), (c); 2 C.F.R Part 180 as implemented by 2 CF.R. Pact 3000 (reciprocity af
FAR § 9.401) (Debarred contractors cannot receive Federal grants, loans and other Federal financial assistance).
? See e.g., Contract,
3 * Contract § c.2.l.

Y1d § 1.2 (FAR 52.246-19).



















9.

10,

11

12.

13.

14.

15.

16.

17,

Has Rapiscan taken disciplinary action against its employees, and/or other individunls,
who knew about the original software defect but failed to inform 'SA? 1f so, explain the
disciplinary action that Rapiscan taok against each employee and/or other individual, If
no disciplinary action has been taken in this matter, explain why not?

Identify Rapiscan employees, and/or other individuals, who atiempted to inform TSA of
the original sottware defect and/or hardware solution and why they did not succeed in
doing so?

Did Rapiscan withhold information from TSA at any time regarding the original software
defect? Jfnot, explain why not? If so, was Rapiscan’s withholding of information from
TSA intentional? If not intentional, cxplain why not,

Did Rapiscan withhold information from TSA al any fimc regarding its compensating lor
the original sollware defect by replacing AIT/ATR detectors (hardware solution)? If not,
explain why not? ’

1f the answer {0 question 9 is yes, was Rapiscan’s withholding of information from TSA
intentional anc/or an expedient method for ensuring that the AIT/ATR would pass OT&E
on schedule? If not intentional and/or expedient, explain why not.

Did Rapiscan at any time maintain a plan or strategy to withhold information from TSA
regarding the original software defect and/or the hardware solution?

Did Rapiscan withhold information from ‘TSA at any time regarding its development of
an upgraded software (4.00.19)? If not, explain why not. [f so, was Rapiscan’s with-
holding of this information from TSA intentional? 1f not intentional, cxplain why not.

Did Rapiscan develop the upgraded software, in whole or in past, so that it wonld not
have had lo disclose the original sofiware defect to TSA if it were able to convince the
agency to use the upgraded sofiware instead?

In its view, did Rapiscan have a contractual and/or other obligation to inform TSA of the
original software defect, hardware solution and/or the development of the upgraded
soltware when, and/or after, it learned about them?

In Rapiscan’s view, did TSA’s configuration management and/or test protocols require
Rapiscan to inform TSA of the original sottware defect, hardware solution and/or the
development of the upgraded software when, and/or alter, it learned about them?

When and how did Rapiscan discover the original software defect?

When and how did Rapiscan learn that (he original software defect would cause the
AIT/ATR to seriously malfunction (or “crash™)? '




8. When did I{apiséall decide to perform the hardware solution and why?

9. Why did Rapiscan complete OT&E with a configuration that it would not be willing to
deploy nationwide?

20. Why did Rapiscan fail to inform TSA of the original software defect and/or hardware
solution when i submiited the RIFD on July 26, 20127

21. Did Rapiscan recommend in the RFD that it release its upgraded software and new
alporithin to TSA for additional testing and ultimately deployment, in whole or in part, so
that it would not have to disclose the original software defect to TSA? if not, why did
Rapisean subtnit the RED that requested this approval?

22. When did Rapiscan inform TSA of the original software defect? Did Rapiscan do so in
response to TSA’s instruction on August 1 to continue working toward the AIT/ATR’s
deployment using the original soltware and original algorithm?

23. What specific problem does the “significant risk” language in Rapiscan’s August 3, 2012,
letter to TSA refer to? [Ifit refers, in whole orin part, to the original software defect, why
did Rapiscan not identify it as such in the August 3, 2012, Jetier?

24, What specitic problem docs the “negative operational impact[]” language in Rapiscan’s
August 8, 2012, letter refer to? I{ it refers, in whote or in part, to the original software
defect, why did Rapiscan not identily it as such in the August 8, 2012, letter?

25. Did Rapiscan fail to disclose the original software defect in its August 3™ and 8™ letters,
in whole or in part, because it was still attempting to putsue its strategy of not disclosing
it to TSA?

26, Did Rapiscan develop the upgraded software o be compatible only with the new
algorithm but not with the original algorithm? If so, why did Rapiscan do so? ifnot,
cxpiain why not.

27. Did Rapiscan develop the upgraded software to be compatible only with the new
algorithm, bui rot with the original algorithm, at least in part, so that T'SA would approve
thic RFD and usc this technology combination?

28. Why did Rapiscan not offer the tested-and-released original software and original
atgorithin for purposed of moving forward toward deployment in the August 3, 2012,
Letter? Was it because, to do so, would have required Rapiscan to disclose the original
software defect to TSA?

29. When did Rapiscan know that the successful OT&E at select airports that was completed
on July 11,2012, could not be replicated nationwide? If before August 23, 2012, why
did Rapiscan wait to admit this to 'TSA until then?
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Declde with Confidence

RAPISCAN SYSTEMS ?'-.!NC

12805 Columbia St,

"Webstte

' Company Info
Year Started
CEO

Employees

Employees Here

" Trade Styles

Business Information

Business Summary
Branch & Division YES
Financing SECURED

SIC 3844
Mfg x-ray
apparalus/tubes

NAICS 334517
Trradiation
Apparatus
Manufacturing

History Status INCOMPLETE

“He adqua e rs(S ubstdmry}
Torrance, cA 90503

i Rating Date

 Phone

1993

DEEPAK CHOPRA,
CEQ

867

UNDETERMINED at
this location

(SUBSIDIARY OF
OS] SYSTEMS,
INC.,
HAWTHORNE, CA)

1310678-1457.

~'D&B Rating

D&B Rating

D&B PAYDEX®

Up to 24 month D&B PAYDEX

Industry
WMedan

~ Upto24 month

. DSBPAYDEX

1 S0 80 100
Greater 30 days Prompt  Antcipates
thani20 slow
ifays son

Up to 3 month D&B PAYDEX

"~ Upiosmonn
. DRBPAYDEX

= : i |
1 50 80 100
Gleater 30 days Prompt  Anticipales
than12d slow

days sioN

. Credit Capacity Summary

D&B Rating

. Prior D&B -
i Rating

06/01/2012

Payment Activily usD

.. (basedon 82 expefiencas)

Averagelllgh $109, 702
i Credit

Highest 6,000,000
Credit

. Total Highest 7,465,250
i Credit







Oeclde with Confidenice

Has 200 aceount(s). Terms are Not 30 days. Sells te the govemment. Territary : Infernationat.

Nonseascnal,
Emplayees: 867 which includes officer{gs). UNDETERMINED emgployed here.
Faciities: 93,000 sq. ft. in & ona slory concrets bloek building.
Location: Industrial section on main streel.

Industry Dat

- slc NAICS
© Cade Descriplion . Code - Description
38440000 . 334517

X-ray apparatus and tubes {rradlation Apparatus Manufacturing

Federal Information -

" Federal Employer identification Numbers

Dun & Bradstreet, Ine. has compited the following FEIN numbers for the business nama in this report from the sources below, Dun & Bradslreet, Inc.
provides this information "AS IS" with no guaraniee as to its accuracy.
Date

- FEWN Address

Business Name Sowce
_ : 12526 GHADRON
: RAPISCAN SECURITY PRODUCTS AVE,, GEORGIA BUSINES S
95-4413428 (U.SA). INC. HAWTHORNE, CA REGISTRATIONS 10/18/2000
80250

Corporate Family Relationships

Ths following sstablishments relaled 1o the subject of this ropert have reported aclivity with the Federal Government, Click the business's D-U-N-8
number to order & Federal Information Report on (hat casa.

This is not a compiete corporale family structure. To order more information an this business's corporate structure, use D&B's Global Family Linkage
produs.
Debarmunts

"DUNSH Name

Lecans Claims Conlracts Granls
© 61-277-0974 08| OPTOELEGTRONICS, IHC. No No No Yos No
14-558.1588 SPACELABS MEDICAL, INC No No No Yes Ne
08-291-1843 RAPISCAN SYSTEMS HIGH ENERGY | No No No Yes No
00-801-1236 RAPISGAN LABORATORIES, ING. No No No Yes No
! 07-423-3821 METOREX SECURITY PRODUCTS, No No. " No Yes No
Reported US Government Contract Actions
. . Federal .
SZfeoned g:{z‘:;;; Cantract ID i;r::;?]? Conlract Nature gzs:rglier Aclion Type Canlracl Qlfice & Apency -
HAZARD- ORDER UNDER
1812052 0Brot NS I2ABA2R00TY o gy DETECTING INSTRU 6665 SINCLEAWARD  nror or pEFENSE
Wo124 INDEF DEL
& APPARATUS
CONTR
HAZARD. ORDER UNDER
06/2812012 032012  (PIZA312F001Y 4 40y DETECTING INSTRU 6665 SINGLEAWARD oot oF DEFENSE
W124 INDEF DEL
& APFARATUS
CONTR
HAZARD- ORDER UNDER
09/26/2011 O3fz041  HO12431MF00241 4 04 DETECTING INSTRU 6665 SINGLEAWARD  nrot oF pEFENSE
Wo424 INDEF DEL
& APPARATUS
CONTR
HAZARD. ORDER UNDER
102012010 03jpo1o  WR124310F0083/ 4 o4 DETECTING INSTRU 6665 SINGLE AWARE ot oF DEFENSE
Wo124 INDEF DEL
& APPARATUS CONTR

ORDER UNDER
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" 02/0712012

10/2017
0A03/2011 1072010
U5/22/2010 1272000
aX0472010 1042009

- 08f28/2012  Q5/2012

| 04/03/72012  03/2012
" 10/28R2010  04i2010
| 08/22/2010  04/2010
08/28/2011 0812011

08/28/2012  05/2012

. 09/26/20%1

0772011

09/26/2011 0912011
124282011 11720114
0117/2011 1052010

FA445210C0001/
FA445

FA445210C0001/
FA445

FA445210C0001/
FA445

FA445205C0003!
FA445

HAMA12F0092/
HAMAS

HSFE1109F0039!
HSFE1

HSFE$199F0038!
HSFE%

HSFE1109F 038/
HSFE1

HSFE1011F00099/
HSFE1

HSFELA11P00OS1S
HSFEL

HSFELA11P0GE 1/
HSFEL

HSFELA11P00g1/
HSFEL

HSFLGL1Z2Fo0a 14/
HSFLG

HSFLGL11Fa0021f
HSFLG

192,000

769,000

554,000

197,000

4,000

3,000

3,000

3,000

7,000

1,000

14,000

2,000

7.000

7,000

LEASE-RENT OF
MISC EQ

LEASE-RENT OF
MISC EQ

LEASE-RENT OF
MISC EQ

LEASE-RENT OF
INSTRUMENTS &
LAB EQ

MISC ALARM,
SIGNAL, SEC
SYSTEMS

MAINT-REP OF MISC
EQ

MAINT-REP OF MISC
EQ

MAINT-REP OF MISC
EQ

MISC ALARM,
SIGNAL, SEC
SYSTEMS

MAINT-REP OF MISC
EQ

SERVICES (BASIC)

SERVICES {BASIC}

HAZARD-
DETECTING INSTRU
& APPARATUS

MAINT-REP OF
OFFICE MACHINES

Woag

W099

Wo9g

5350

Jogg

Jogs

Jo9s

6350

Jogg

AD21

ADz21

6685

JO74

SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF OEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

CRDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

PURCH USING
SIMPLIFIED AGQ.
PROCEDURES

PURCH USING
SIMPLIFIED ACQ.
PROCEDURES

PURCH USING
SIMPLIFIED ACQ.
PROCEDURES

ORDER UMDER
SINGLE AWARD
{NDEF DEL
CONTR

ORDER UNDER
SINGLE AWARD
INDEF DEL
CONTR

DEPT OF DEFENSE

DEPT OF DEFENSE

DEPT QF DEFENSE

DEPT OF DEFENSE

NATICNAL ARCHIVES
AND RECORDS
ADMINISTR

HOMELAND SECURITY
DEPARTMENT OF,
FEDERAL
EtAERGENCY
MANAGEMENT
AGENCY

HOMELAND SECURITY
DEFARTMENT OF,
FEDERAL
EMERGENCY
MANAGEMENT
AGENCY

HOMELAND SECURITY
DEPARTMENT OF,
FEDERAL

. EMERGENCY
" MANAGEMENT

AGENCY

HOMELAND SECURITY
DEPARTMENT OF,
FEDERAL
EMERGENCY
MANAGEMENT
AGENCY

HOMELAND SECURITY
DEFPARTMENT OF,
FEDERAL
EMERGENCY
MANAGEMENT
AGENCY

HROMELAND SECURITY
DEPARTMENT OF,
FEDERAL
EMERGENCY
MANAGEMENT
AGENCY

HOMELAND SECURITY
DEPARTMENT OF,
FEDERAL
EMERGENCY
MANAGEMENT
AGENCY

HOMELAND SECURITY
OEPARTMENT OF,
FEDERAL LAW
ENFQRCEMENT
TRAINING CENTER

HOMELAND SECURITY
DEPARTMENT QF,
FEDERAL LAW
ENFORCEMENT
TRAINING CENTER
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* compared te paymants thraa months age

Payment Summary

Tha Paymenl Summary section refiects payment infarmalion in D&E's file as of the date of this rapart.

There are 82 payment experionces in D&B's file, with 45 expariances reported during the Fast ihrea month period.

The highast Now Craes on fife is $3,000,000. Ths highest Pasl Due on fila is $100,000.

Top 0 ndusltics

industries

Whol electronic paits

- Nonclassified
Trucking nonlocal
Whot computersfsoftwr
Még electromexdc! prdt

- Mig computers

" Mg process contigls

Vhol eloctrical equip
VWWhol plumibihyddronics

- Security systems svos

OTHER INDUSTRIES

Other Payment Categories

Category

Cash Experiences

Paymegnt record unknown

Unlavaralite comments

Placed for Collection

Detatled Payment History

Oate Reporled

* January 2013

Decamber 2012

Ppt
Ppt
Pyt
Ppt
Pat
Ppt
Pt
Ppt
Ppt
Ppt
Ppt
Ppt

. Ppt

Ppt
Pyt

{otal
Revewed

11

7
4
3

LSS T

ha

a3

Pay.ng Record

Total Amaounts

$131,050
112,350
218,000
100,100
8,200,000
15,000
75,000
40,250
200,000
45,000
223,000

Largesl High
Cradit

380,000
45,000
200,000
80,000
6,000,000
100,000
70,000
40,000
200,000
45,000
35,000

Totzl Received

13

0

0

1
High Credit Now Qwes
$30,000 $30,000
5000 2,500
1,000 20
6,000,000 4,000,000
45,000 20,000
40,000 35,000
35,000 25,000
30,000 g
20,000 7,500
20,000 0
20,000 750
7.500 1,000
5,000 1,000
1,000 0
1,000 0

Within

Tarms (%)

52
60
50
80
¢8

o)
50
L]
50
50
79

0-20

$3,000

15
40
45

40

87
50

a0

Totat Dollsr Amounts

2,500

Fast Gue

$0

0

50

0

0
20,000

o o D O O O 0 o o

Days Slaw (%)

3160
31
0
3

60

Sellmgj Terms

NiA

N
NFA,
NI&
NiA
N30
NIA
Nag
NIA
NIA
N30
NiA
N20
N30
NIA

§1-90 90+
2 0
0 0
0 1
0 0
0 2
0 13
0 0
0 1
0 o)
0 0
7 0

Largest High Credit

$750
]
o

0

| azt Sale
within{rmanths)

1
1
1

i A |

23

4-5
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Novamber 2012

Qctobar 2012

September 2012

August 2012

June 2042

April 2012

March 2012

Ppl

Ppt
Ppt-Slaw 30
Ppt-Slove 30
Ppt-Slow 30
Ppi-Slow 80
Ppl-Slaw 60
Ppl-Slow 60
Ppt-Slow 120
Slows 30
Slaw 30
Shaw 70
Shew 30-90
Show 90+
{030)

{03t)

{032)

(033)

(034)

(035)

Ppl

Ppt

Ppt
Ppt-Slow 30
Ppt-Siowe 30
Slow 10
Slow 15
Siove 30
Slaw 30

Ppt

(048)

Ppt

Ppt
Ppt-Siow 30
Ppt-Slow 60
Ppt-Slow 30
Slows 30
Ppt-Slow 60
Show 128+
Skaw 240
(058)

Pipt
Ppt-Slow 15
Slaw 10

Ppt

Ppt

Ppt
Ppt-Slow 90
(064}

750
500
80,000
20,000
5,000
15,000
10,000
5,000
200,000
100,000
100
15,060
1,000
15,000
750
500
500
500

100

50
5,000
500

100
70,000
6,000
2,500
45,000
100

100

100

100
5,000
&0
1,000
15,000
200,060
500
45,000
250

250
100
5,000
2,500
500
500
50
5,000
100

20,000
0

sqo
2,800
2,500
1.000

0
103,000

500
500

0
55,000
1,000
750
7,500

0
G
0
0
0
¢}
0

7,500
200,000
0
45,000
g

2,500

o o o o O O O O O

1,000

250
2,600
2,500

500

0
100,000

o o o o o O o o o

55,000
1,000

7,500

(=T = T T T = R =

7,600

45,000

2,500

o oo o o o o o oo

NiA,
NiA
N30
N/A
N30
NiA
N/A
N30
N/A
NiA,
Ma0
N3t
NI
NIA
Cash account
Cash aocount

Cash account

Cash acoount

Cash account .

Sales COD
N/A

110 N30
NiA

N30

N30

N/A

NIA

NiA

RIS

N/A

Gash account
N/A,

NIA

N/A

Nia

NIA

M3n

N/A

N/A

NIA

Cash account
NiA

MNFA

N30

N30

N30

N30

N30

Cash account

2-3
§-12

4-5

2-3
G-12

4.5
2-3
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{065)
(066)
(067)
December 2011 Ppt
Ppt
Ppt-Siewr 30
Ppt-Siaw 30
Ppt-Slaw €9
Siew 45-80
Qctober 2311 Slovy G0+
June 2011 Ppt -
Ppt
Slow §
~ May 2011 Ppt
January 2011 Shaw 30
{080)Piacad for collection

Lines shown in red ase 30 or more days beyond lerms

50

g

Q

5,000
740
200,000
10,000
80,000
250

Cssh account
Cash account
Sales COD
N/A

N/A

NiA

N3O

N30

N3o

MiA

NIA

NiA

N/A

N30

N3G

NIA

§-12

2-3
812
6-12
5-12
6-12

§-12
6-12

642
8-12

Payment experionces reflect how bifls aro met in relation to the lerms granted. In soma instances payment beyand terms can e the resull of disputes

ver merchandise, skipped invoices sfc.

Each experiance shown is from a separate supplier. Updaled trade expsriences raplace those previously reparied.
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Executive Summary
Company Info

Employees Here

Business Information

Business Summary

SIC 3699
Government
service office

335999

All Other
Miscellansous
Electrical
Equipment and
Component
Manufacturing

PETER KENT,
BRANCH
MANAGER

NAICS

Branch Manager

| Business History -
As of 01/05/2013

| Governmant Actvy Summary

Average High

. Highest

_ ;IID&B Rating

11 at this location

' D&B PAYDEX®

::E Credit Capacity Summary

' D&B Rating

Payment Aclivity
(based on 8 experiancas) usp

$2,421
Credit

10,000
Credit

Total Highest 17,050

Credit

. D&B Rating

ederal Informatiot
: hase Date; 01/18/2013
~Last Update Date: 01/05/2013
“Attention; DHS -+ ;

Up to 24 month D&B PAYDEX

Industry
Kedan

= _' Up l@ 24 ﬁmﬁth
- D&B PAYDEX

1 50 80 100
Greater 30 days Prompt  Anticipates
than120 slow

days s'uw

Up to 3 month D&B PAYDEX

" "Upto3manth
'D&B PAYDEX

1 .50 80 100
Greatet 20 days
than120 slow
hays slow

Prompt  Anticipales
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" Claims, Fees, Fines, Overpayments, Penalties and Other Misc. Reported Debts to Federal Agencies

.. After a search of our files, we find that no government activity has been reported in this section.

' Reported Party Excluded From Federal Program(s) _
After a search of our files, we find that no government aclivity has been reported in this section.

~ Reported U.S. Government Grants Awards e _
After a search of our files, we find that no government actmly has been raported in this secllon.

| Financial Statements

- Key Business Ratios

This Industry  Industey
Business  Median  Quartiile

E_ Profitability 3 '
. Return on Sales UN _ UN UN :
* Return on Net Worth UN 5.4 UN

.. Shorl Term Solvency

: Current Ralio UN UN UN

Quick Ratio UN 1.8 UN

Efficiency .

Assels Sales UN UN UN

Sales / Net Working Capital UN 1.8 UN
~ Utilization

Total Liabs / Net Warth UN UN UN

-~ Most Recent Financial Statement

" As of 01/05/2013

- Public Filings Summary i Public Filings

The following data includes both open and closed filings found in D&B's database on this company

' Record Tfpe No. of Records Most Recenl Filing Date
. Judgment 0
Lien 0
" Suit 0
uce 1 04/13/2041

- Bankeupley Judgment - Lien » Suit UCC

The fo!lowing Public Filing dala is for information purposes only and is not the official record. Cerified copies can only be obtained from the official source.

|_F Falmgs

UCC Filings
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: Calegory Total Received - . Tolat Dollar Amounts Largesl High Credit P
" Cash Expariences 1 . 3100 . 3100 E
Paynient record unknown 0 0 0o ‘
_ Unfavorahle commants g 0 0 I
_Placed for Collection v} 0 0!
~ Detailed Payment History
Datc Ropartod Paying Record High Credil Now Owes Past Due Selling Terms  LastSalo
withinfmonths)
Dacember 2012 Ppt-Slow 80 10,000 $2,500 $2,500 NIA 1
Sl 30 108 100 0 N30 1
{003) 100 0 0 Cash account 2-3
© " November 2012 Ppt 100 0 0 NIA 23
: March 2012 Ppt 508 0 0 N3Q §-12
Ppt 500 a a N30 6-12 -
December 2011 Ppt 5,000 0 o NiA 12 |
: August 2011 Slow 10 750 750 750 NIA :

Lines shovn in ted arn 30 of mere days beyand terms

Payment experiencas reflect how bills are met in relation ta the terms granted. In some instances payment beyond tenms can he the result of dispules
over merchandise, skipped invoices efc.

Each experience shewn is from a separale supplier. Updated frade experiencas replace those praviously reporled,
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