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FOR THE NORTHERN DISTRICT OF TEXAS
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y

UNITED STATES OF AMERICA ) Deputy
ex rel. SIDESOLVE, LLC, )

)

Plaintiff-Relator, )

) -22CV2060-B
V. ) Case No.

)
EMPIRE ROOFING, INC.; EMPIRE )
ROOFING COMPANIES, INC.; EMPIRE ) JURY TRIAL DEMANDED
ROOFING OF OKLAHOMA, INC.; ) FILED UNDER SEAL
EMPIRE ROOFING AND SHEET METAL, )
INC.; SR DISPOSAL, LTD F/K/A EMPIRE )
DISPOSAL, LTD; EMPIRE ROOFING )
COMPANY SOUTHEAST, LLC; EMPIRE )
ROOFING COMPANY OF GEORGIA, LLC;)
RONNIE MCGLOTHLIN; SANDRA )
SEDILLO-MCGLOTHLIN; and TECTA )
AMERICA CORP, )

)

Defendants. )
COMPLAINT

1. Relator Sidesolve, LLC brings this action on behalf of itself and the United
States of America against defendants Empire Roofing, Inc.; Empire Roofing
Companies, Inc.; Empire Roofing of Oklahoma, Inc.; Empire Roofing and Sheet
Metal, Inc.; SR Disposal, Ltd. f/k/a Empire Disposal, Ltd.; Empire Roofing
Company Southeast, LLC; Empire Roofing Company of Georgia, LLC; Ronnie
McGlothlin; Sandra Sedillo-McGlothlin; and Tecta America Corp. for violations

of the federal False Claims Act, 31 U.S.C. §§ 3729 et seq.
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2. This action seeks to recover funds that were loaned to Defendants through
the federal Government’s Paycheck Protection ’rogram (“PPP”) and forgiven as a
result of false applications.

3, Sidesolve LLC is a company that uses data to investigate large-scale
corporate fraud. Its goal is to use the technology it is developing to protect
individuals on private healthcare plans. It is currently developing its technology
using public databases. It uses computational statistics to match entities across
multiple resources such as databases, social media, corporate filings, and other
sources. From this broader picture, it finds fraud leads, which it follows up with a
more traditional manual investigation. In sum, Sidesolve LLC uses its expertise
and proprietary technology to both collect the scattered pieces of the fraud puzzle
and also to put them together into a complete picture of the alleged fraud.

4. While using its technology to search for potential PPP loan fraud in data
released by the SBA, Relator Sidesolve LLC came across Empire Roofing, Inc.,
which had applied for and received two PPP loans, and its affiliates, which had
applied for and received another six PPP loans.

5 Empire Roofing, Inc. and its affiliates applied for and received PPP loans
totaling $6,705,700, all of which, plus interest, was forgiven by the federal
Government.

6. Had these entities properly applied the SBA’s Affiliation Rules —the

[N
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purpose of which is to prevent exactly this sort of “unbundling” of companies to
circumvent SBA requirements — then, upon information and belief, most of these
entities would not have been eligible to receive the loans or have received
forgiveness for the loans.

JURISDICTION AND VENUE

7. This Court has jurisdiction over this action pursuant to 31 U.S.C. § 3732(a)
and (b), and 28 U.S.C. §§ 1331, 1345.
8. Venue is proper in this district under 28 U.S.C. §§ 1391(b) and 31 US.C. §
3732(a), as one or more of the defendants resides or transacts business in this
jurisdiction and violations of the False Claims Act described herein occurred in
this district.

PARTIES
2. Defendants Empire Roofing, Inc.; Empire Roofing Companies, Inc.; Empire
Roofing of Oklahoma, Inc.; and Empire Roofing and Sheet Metal, Inc. are
commercial roofing companies co-founded by Ronnie McGlothlin and Sandra
Sedillo-McGlothlin.
10. SR Disposal, Ltd. f/k/a Empire Disposal Empire Disposal, Ltd. handles
commercial and construction waste disposal. It is also co-founded and operated
by the McGlothlins.

11.  These entities all have a principal address of 4801 Esco Dr., Fort Worth, TX



Case 3:22-cv-02060-B Document 2 Filed 09/16/22 Page 4 of 15 PagelD 6

76140. This property consists of a single building owned at all relevant times by
Empire Roofing.

12.  Empire Roofing Company Southeast, LLC has a principal address of 4615
NW 103rd Ave., Sunrise, FL 3351.

13.  Empire Roofing Company of Georgia, LLC has a principal address of 150
James Aldredge Blvd. SW, Atlanta, GA 30336.

14.  Empire Roofing of Tennessee, LLC has a principal address of 3045
Norbrook Dr., Memphis, TN 38116.

15.  These entities, collectively “Empire Roofing”, operate in thirteen locations
in the U.S. and one location in Mexico.

16.  In 2021, Empire Roofing —except, upon information and belief, SR
Disposal, Ltd. —was purchased by Tecta America Corp., a national commercial
roofing contractor.

17.  Prior to the Tecta acquisition, different Empire Roofing affiliates had
different owners, although, upon information and belief, Ronnie McGlothlin and
Sandra Sedillo-McGlothlin owned and operated at least part of each of the
Empire Roofing entities.

THE PAYCHECK PROTECTION PROGRAM

18.  During the COVID-19 pandemic, Congress passed the Coronavirus Aid,

Relief, and Economic Security Act (“CARES Act”). Section 1102 of the CARES
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Act contains a program called the Paycheck Protection Program (“PPP”), a
program administered by the U.S. Small Business Administration (“SBA”) to
provide economic relief to small businesses nationwide adversely impacted by
the coronavirus pandemic.
19.  Section 1102 of the CARES Act temporarily permitted SBA to guarantee
100% of the PPP loans. Section 1106 of the CARES Act provided for forgiveness
of up to the full principal amount of qualifying loans guaranteed under the PPP.
20. The CARES Act gives lenders delegated authority to process loan
applications for PPP funding. SBA allowed lenders to rely on certifications of the
borrowers in order to determine eligibility of the borrower and use of loan
proceeds, and to rely on specified documents provided by the borrower to
determine qualifying loan amount, and eligibility for loan forgiveness.
21. Lenders were compensated by the federal government via processing fees
based on the balance of the financing outstanding at the time of final
disbursement, in the following amounts:

¢ Five (5) percent for loans of not more than $350,000;

e Three (3) percent for loans of more than $350,000 and less than $2,000,000;

and
e One (1) percent for loans of at least $2,000,000.

22.  Borrowers had to submit documentation necessary to establish eligibility
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such as payroll processor records, payroll tax filings, form 1099s, income and
expenses documentation.

23.  In general, the maximum amount borrowers could borrow was calculated
by aggregating payroll costs from the previous year, with annual employee
salaries capped at $100,000. The borrower then calculated the average monthly
payroll cost and multiplied that amount by a factor of 2.5.

24.  Each borrower certified on its PPP application that “[d]uring the period
beginning on February 15, 2020 and ending on December 31, 2020, the Applicant
has not and will not receive another loan under the Paycheck Protection
Program.”

25.  Borrowers “further certify that the information provided in this
application and the information provided in all supporting documents and forms
is true and accurate in all material respects.”

26. Borrowers were then able to seek forgiveness of the loans if the funds were
used for eligible payroll costs, payments on business mortgage interest
payments, rent, or utilities during either the 8- or 24-week period after
disbursement.

FACTUAL ALLEGATIONS

27.  Empire Roofing, Inc. was approved for a loan of $2,621,400 on April 7,

2020 by Frost Bank. It reported 237 jobs. The entire loan amount, plus interest,
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was forgiven.

28.  Empire Roofing, Inc. was approved for a second loan of $183,900 on April
9, 2020 by Frost Bank. It reported 29 jobs. The entire loan amount, plus interest,
was forgiven.

29.  Empire Roofing Companies, Inc. was approved for a loan of $2,080,100 on
April 7, 2020 by Frost Bank. It reported 193 jobs. The entire loan amount, plus
interest, was forgiven.

30.  Empire Roofing of Oklahoma, Inc. was approved for a loan of $538,900 on
April 11, 2020 by Frost Bank. It reported 52 jobs. The entire loan amount, plus
interest, was forgiven.

31. Empire Roofing and Sheet Metal, Inc. was approved for a loan of $70,600
on April 9, 2020 by Frost Bank. It reported 7 jobs. The entire loan amount, plus
interest, was forgiven.

32.  Empire Disposal, Ltd. was approved for a loan of $67,600 on April 9, 2020
by Frost Bank. It reported 34 jobs. The entire loan amount, plus interest, was
forgiven.

33.  Empire Roofing Company Southeast, LLC was approved for a loan of
$870,800 on April 10, 2020 by Frost Bank. It reported 78 jobs. The entire loan
amount, plus interest, was forgiven.

34. Empire Roofing Company of Georgia, LLC was approved for a loan of
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$272,400 on April 9, 2020 by Frost Bank. It reported 26 jobs. The entire loan
amount, plus interest, was forgiven.

35. In total, Empire Roofing received $6,705,700 in PPP funding, all forgiven,
including interest forgiven.

36.  Version one of the PPP Borrower Application Form, effective April 2, 2020,
required the applicant to certify in good faith that, inter alia:

a. The Applicant is eligible to receive a loan under the rules in effect
at the time this application is submitted that have been issued by
the Small Business Administration (SBA) implementing the
Paycheck Protection Program under Division A, Title I of the
Coronavirus Aid, Relief, and Economic Security Act (CARES Act)
(the Paycheck Protection Program Rule).

b. The Applicant (1) is an independent contractor, eligible self-
employed individual, or sole proprietor or (2) employs no more
than the greater of 500 or employees [sic] or, if applicable, the
size standard in number of employees established by the SBA in
13 C.F.R. 121.201 for the Applicant’s industry.

c. During the period beginning on February 15, 2020 and ending on
December 31, 2020, the Applicant has not and will not receive
another loan under the Paycheck Protection Program.

d. I further certify that the information provided in this application
and the information provided in all supporting documents and
forms is true and accurate in all material respects. I understand
that knowingly making a false statement to obtain a guaranteed
loan from SBA is punishable under the law, including under 18
USC 1001 and 3571 by imprisonment of not more than five years
and/or a fine of up to $250,000; under 15 USC 645 by
imprisonment of not more than two years and/or a fine of not
more than $5,000; and, if submitted to a federally insured
institution, under 18 USC 1014 by imprisonment of not more than
thirty years and/or a fine of not more than $1,000,000.




Case 3:22-cv-02060-B Document 2 Filed 09/16/22 Page 9 of 15 PagelD 11

37.  Some or all of the above PPP certifications were false when made by the
various Empire Roofing affiliates. Empire Roofing, Inc. received two PPP loans,
and the various Empire Roofing entities received a combined eight PPP loans.
38.  Empire Roofing violated the PPP rules by applying for more than one PPP
loan.

39. Lenders would not have funded or forgiven multiple loans for Empire
Roofing had they been aware of this fact.

40.  This is a material term of the PPP loan application, as evinced by the
Department of Justice seeking both False Claims Act and Financial Institutions
Reform, Recovery and Enforcement Act penalties against entities and individuals
who applied for and received multiple PPP loans.

41.  Moreover, Empire Roofing was not eligible to receive PPP funding.

42.  Inaddition to small business concerns, a business only was eligible for a
First Draw PPP Loan if the business had 500 or fewer employees or the business
met the SBA employee-based or revenue-based size standard for the industry in
which it operates (if applicable).

43.  Upon information and belief, Empire Roofing did not qualify for a PPP
loan under the employment test because it employed more than 500 employees,
as evinced by their own loan applications, website, and news media, and, upon

information and belief, its combined annual receipts exceeded the SBA limits, as
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evinced by its own website and news media.

44.  Under the SBA’s Affiliation Rules for PP loans, codified at 13 C.F.R.

§ 121.301(f), the employees and revenues of Empire Roofing should have been
added together when determining whether any of the corporate entities
individually qualified for PPP loans.

45.  When multiple entities are operated under common ownership or
management operate, the SBA generally applies “affiliation rules” that require
the various entities to consolidate their employee and revenue count when
evaluating their loan eligibility.

46.  Each Empire Roofing location and entity qualified as an “affiliate” under
the SBA’s Affiliation Rules, under the ownership, management, or identity of
interest tests.

47.  According to the Empire Roofing website as it existed at the time (which is
shared by the different entities), “Our affiliated locations are individually owned
and separately operated by long-time industry professionals, although some
administrative functions are centralized. Not including Empire Roofing HQ in
Fort Worth has affiliates in San Antonio, Houston, Austin, El Paso, Tulsa (OK),
Nashville (TN), Memphis (TN), Sunrise (FL), West Palm Beach (FL), Atlanta
(GA), Denver (CO) and Mexico.”

48.  Inaddition to being owners, Ronnie McGlothlin and Sandra Sedillo-

-10-
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McGlothlin were generally listed in secretary of state filings as being managers.
For example, in 2020, they were listed as managers for Empire Roofing Company
Southeast, LLC; CEO and Secretary, respectively, for Empire Roofing Company
of Georgia, LLC; President and Secretary, respectively, for Empire Roofing, Inc.;
President and Registered Agent, respectively, for Empire Roofing Companies,
Inc. and Empire Roofing of Oklahoma, Inc.; and Vice President and President,
respectively, for Empire Disposal, Ltd.

49.  Empire Roofing routinely referred to its different corporate entities as
“locations” and “affiliates” of a single “Empire Roofing” business. When it
reported earnings and employees on its website and in the press, it would
combine them from the different entities to report a total number.

50.  When Tecta purchased Empire Roofing, it indicated in its press release that
it had purchased the entire network, “Empire Roofing, Inc. and all of its U.S.
based affiliate roofing operations.”

51.  Accordingly, Empire Roofing falsely applied for PPP funding when it did
not qualify for PPP funding —including receiving two PPP loans for a single
entity —and received forgiveness for the PPP loans under false pretenses.

52.  Inits applications, Empire Roofing made false statements material to the
PPP lending decisions.

53. Insofar as the affiliate rules could have been considered unclear at the time

11-
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Empire Roofing applied for the loans, subsequent clarifications issued by the
SBA should have informed Linpire Roofing that it had improperly applied for
and received PPP funds so that it should have repaid those funds. Instead,
Empire Roofing not only kept the PPP funds, but it applied for and received
forgiveness for those funds under false pretenses.

COUNT I
VIOLATIONS OF 31 U.S.C. § 3729 - FEDERAL FCA

54.  Relator hereby incorporates and realleges all other paragraphs as if fully
set forth herein.

55.  As set forth above, Defendants knowingly presented or caused to be
presented false or fraudulent claims for payment or approval, in violation of 31
U.S.C. §3729(a)(1)(A).

56.  As set forth above, Defendants knowingly made, used, or caused to be
made or used, false records or statements material to numerous false claims, in
violation of the False Claims Act, 31 U.S.C. § 3729(a)(1)(B).

57.  As set forth above, Defendants knowingly conspired to commit a violation
of the False Claims Act, in violation of 31 U.S.C. § 3729(a)(1)(C).

58.  As set forth above, Defendants knowingly made, used, or caused to be
made or used a false record or statement material to an obligation to pay or
transmit money or property to the Government, or knowingly concealed or

knowingly and improperly avoided or decreased an obligation to pay or

-12-
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Act, 31 US.C. § 3729(a)(1)(G;).

59.  Due to Defendants’ conduct, the United States Government has suffered
substantial monetary damages and is entitled to recover treble damages and a
civil penalty for each false claim, record, or statement. 31 U.S.C. § 3729.

60. Relator is entitled to reasonable attorneys’ fees, costs, and expenses. 31
U.S.C. § 3730(d)(1).

PRAYER FOR RELIEF

WHEREFORE, Relator prays for judgment against Defendants:

(a) awarding the United States treble damages sustained by it for each of
the false claims;

(b) awarding the United States a maximum civil penalty for each of the
false claims and statements;

(c) awarding Relator the maximum relator’s share of the proceeds of this
action and any alternate remedy or the settlement of any such claim;

(d)awarding Relator litigation costs and reasonable attorneys’ fees and
expenses; and

(e) granting such other relief as the Court may deem just and proper.

DEMAND FOR JURY TRIAL

transmit money or property to the Government, in violation of the False Claims
|
\
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Relator hereby respectfully demands trial by jury on all issues and

counts triable as of rigiit before a jury.

Respectfully submitted,

ngson Marcus (pro hac vice pending)
Georgia Bar No. 949698

Bracker & Marcus LLC

3355 Lenox Road, Suite 660
Atlanta, Georgia 30326

Telephone: (770) 988-5035
Facsimile: (678) 648-5544
Jason@fcacounsel.com
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