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ARLINGTON VA22203-1B13 o

fﬁ_no-of the Deputy General Counsel -

 SAF/GCR - L
4040 N. Fairfax Drive, Smte204.i‘i'f~ S
Arlington, VA 22203-1613

VIAFEDERAL EXPRESS o

A LR

By lettcr of June' '34 201 the AirForce nitiated proceedmfrs :
5 mment, The letterprov1ded ¥e Wlth an’ opporwm;

responded to'the proposed debarment nouce

Based upon the mformauon mtheadmmlsu:anvencord:mthxs_;maﬁer ; ‘have determine

" “fhat protection of the: Government's iriterests requires that yoube: débarred from contracting with -
*. the United States Government. The effects of debannent are *those sta.ted m“the Junc.24' 2010

Notlce of Proposed Debarment. -

This. debarment 18 effechve Jmmodtately and conunues for three years from June 24 :

‘.9010 the date you were proposed for dobarmont Your dobarment will tem:mate on Jtme 23

o ] 'ﬁ'Sino'ere_ly,ﬂ 7

STEVENA SHAW o
Deputy General Counsel
- {Contractor RespOIISlb}lltS‘f)_ S




DEPARTMENT OF THE AIR FORCE
ARLINGTON, VA 22203

'JUN 24 208

| ‘Dffice of the Deputy General Counsel -

MEMORANDUM IN SUPPORT OF THE PROPOSED DEBARMENT OF:
BETTY BAII

Effective this date the Air Force has proposed the debarment of Betty Bai (Bai) from
Government contracting and from directly or indirectly receiving the benefits of federal
assistance programs. This action is initiated-pursnant to Federal Acquisition Regulation (F AR)
Subpart 5.4.

INFORMATION'IN THE RECORD
| Information in the record indicates that ét all fimes.relevant here:
1. On Angust 27, 2009, the Air Force debarred Wllham Chi-Wai Tsu (Tsu), Cheerway
Trafiing (Cheerway) and Dimagit Science & Technology Co., Lid. (Dimagit) followmg Tsu’s
conviction Jor export controls violations in connection with purchasmrr dual use: electronic parts. -

in'the United States and sxportmcr them to the People’s Rﬁpubhc of China without 6btaining
export. licenses.. :

2. Cheerway was nota substantive, legitimate busmess Instead Chcerway was a cor_poxate

- JHont to facilitate Tsu’s efforts to llegally. s}np more than 400 mtegrated circuits to Tsu’s -

. Bei mn-based company, Dimagit.

©3, Bai was.a former U'JI]:Er.Lcnd of Tsu, and entered mto business with him in 2{)08 ‘Ihe:

‘business was Cheerway.

4. Aspartof Tsu and Bai’s-cover story, Tsu-would. false'iy claim that he was purshasmg
paxts IDI or rom CISGO Systems 2 U.S.-based govemment -confractor..

-

s, Packaﬁas of electronic parts would arrive at Bai’s home in Callforma, where she Would

gither bold them tmtil Tsu arrived to pick them up, or would repackage them and shlp thcm to
Tsu in China.

6, U.8. statutes.and recrulailons such as the U.S. Internafional Emf:rgency Eccnozmc Powers
Act, 50 U.5.C. §§ 1701 — 1706 (TEEPA), and the Export Administrative Recrulauons (EAR), 15
C.F.R. Parts 30 — 774, bar the export of sensitive technology and equipment to- certain countries.

7. The mt=grated circuits shipped by Tsu and Bai are considered “dual-use™ items that have

potsntxal military applications. As such their export to-Chinais strictly controllud and reqmre '
expott licenses.
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- 8. On 6 February 2009, a grand jury indicted Tsu on two counts of viplating the TEEPA and
the EAR. Specifically, Tsu was indicted for knowingly and willfully exporting and causing to be
exported fromy the United States to China export contrelled items without first obtaining from the
United States Department of Commerce a license or written authoritization for such export,
knowing that such a license or authorization wes required.

9. Tsu pled guilty on 13 March 2009.and was sentenced to 40 months in prison followed by
& three-year term of supervised release, and ordered to pay a $200 special assessment.

BASIS FOR THE PROPOSED DEBARMENT

1.0 Cheerway falls within the Federal Acquisition Regulation’s definition. of “contractor” at
- FAR 9.403 becanse the company, through Tsu, held itself out as doing business with:a T.8. -

company that is a government contractor-in.order to avoid the need for export licenses.

2. - Bai’s conductis of so serious or compelling a nature that it affects her present

. responsibilify to be a- Government contractor:or subcontracior and provides a.basis forher
proposed debarment, pursuant to FAR 9.406-2(c). '

3. Débarmentmay be.extended fo the affiliates-of 2 contracior, pursuant to FAR 0.406-1(D).
Bai is an affiliate of Cheerway and Tst, as defined i FAR 5.403 (“affiliates™), because priorto his
imprisonment, directly or indirectly, Tsu controled or-could control Bai; and Tsu and Bal each
controlled or could:contrel Cheerway. The affiliation.of Tsu, Cheerway and Bai provides.a separate
and independent basis for Bal’s proposed debarment. '

STEVEN A, SHAW -
Deputy General Counsel .
(Contractor Responsibility)



