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Lance Armstrong’s FCA Woes: 3 Lessons For Contractors 

Law360, New York (March 22, 2013, 12:25 PM ET) -- The U.S. Department of Justice recently announced 
that it would intervene in the False Claims Act suit against Lance Armstrong and his racing team, 
Tailwind Sports. The suit, originally filed as a qui tam action by Armstrong’s former teammate, Floyd 
Landis, alleges that Armstrong’s use of steroids and other banned substances breached the so-called 
“morals clause” of his sponsorship arrangement with the U.S. Postal Service. The complaint details a 
sophisticated doping operation that included hidden compartments for banned substances, back-alley 
blood transfusions and huge payments of hush money to conceal positive drug tests. 
 
Given Armstrong’s celebrity status, the lurid allegations of the complaint, and the very public way in 
which the scandal has unfolded, the suit is hardly a typical FCA case. Yet while the Armstrong suit may 
be unique in some respects, it would be a mistake to overlook three broader lessons it offers to those in 
the government contracting community about FCA enforcement. 
 
First, the DOJ’s intervention in the case against Armstrong serves as yet another example of its 
willingness to extend the reach of the FCA to nontraditional enforcement areas. Armstrong was not a 
typical government contractor, and the decision to pursue an FCA action on the basis of a sponsorship 
arrangement appears to be without precedent. But this has not prevented the DOJ from asserting that 
Armstrong was a “government contractor” by virtue of his Postal Service sponsorship agreement, and 
that he therefore was subject to the same enforcement provisions as any other entity doing business 
with the government. 
 
This aggressive stance represents the latest step in DOJ’s pursuit of expansive and novel applications of 
the FCA, but it should not come as a complete surprise. After all, over the last several years, the DOJ has 
demonstrated an increasing willingness to apply the FCA in contexts seemingly far removed from its 
traditional purpose. 
 
One example of this trend is the rash of FCA suits brought against banks and other financial institutions 
for their alleged role in the subprime mortgage crisis, which ultimately resulted in several settlements 
totaling hundreds of millions of dollars in 2012 alone. But whether mortgage giants or cycling giants, the 
salient point for contractors is clear: so long as an entity receives government payments — even if it 
operates in a sector traditionally untouched by FCA enforcement — it may suddenly find itself 
contending with FCA liability. 
 
Second, contractors should understand the public relations element of the DOJ’s decision to join the 
Armstrong suit. Headlines relating to the Armstrong case have been splashed across newspapers and 
websites for more than two years, and the media frenzy surrounding the story only intensified following 

mailto:customerservice@law360.com
http://www.law360.com/governmentcontracts/articles/426395/lance-armstrong-s-fca-woes-3-lessons-for-contractors


 

 

Armstrong’s decision to publicly admit his wrongdoing in a televised interview with Oprah Winfrey. In 
short, the case has generated massive interest, and the DOJ’s intervention signals its intent to utilize the 
case as a platform for sending a strong message about FCA enforcement to the contracting community. 
 
Many feel that Martha Stewart was indicted for the same reason — to take advantage of her notoriety 
in order to make a point to would-be inside traders. In this sense, the Armstrong case illustrates another 
important lesson about the DOJ’s enforcement tendencies: Namely, the greater the potential interest in 
an FCA action, the more likely the DOJ is to pursue it. This may seem like an obvious point, but it is one 
worth bearing in mind, especially for larger government contractors with strong corporate brands. The 
DOJ has limited resources, and it strategically deploys them in order to get the most mileage out of its 
enforcement actions. Consequently, for the same reason that Lance Armstrong’s notoriety made him a 
likely target for DOJ action, well-established companies holding high-value contracts should understand 
that they too will be subject to heightened scrutiny from the DOJ. 
 
Third, the DOJ’s decision to intervene in the Armstrong suit must be viewed against the backdrop of a 
fragile economy and the current realities of sequestration. It is no secret that the Postal Service has 
struggled to adapt to today’s challenging economy. Indeed, while the DOJ mulled whether to join the 
suit against Armstrong, the Postal Service was racking up losses of $15.9 billion in the last fiscal year 
alone. This financial distress clearly influenced the DOJ’s decision to pursue a recovery from Armstrong, 
a fact confirmed by one official’s explanation that “[i]n today’s economic climate,” the Postal Service 
was “simply not in a position to allow Lance Armstrong ... to walk away with tens of millions of dollars.” 
 
Yet budget woes are not unique to the Postal Service, and neither is the view that FCA recoveries can 
help preserve an agency’s fiscal viability. It is no coincidence that in the wake of the financial crisis of 
2008, more money has been recovered under the FCA over the last four years — a total of $13.3 billion 
— than in any comparable period in our country’s history. And with even deeper budget cuts on the way 
as a result of sequestration, contractors should expect even more aggressive FCA enforcement, as 
agencies scramble to find ways to offset budgetary shortfalls. In short, the Armstrong suit illustrates 
how fiscal problems can spawn increased FCA enforcement, and in this era of slashed budgets and 
sequestration, contractors should be prepared for more of the same. 
 
Lance Armstrong’s current predicament, although factually unique, reflects a broader truth: Contractors 
are now operating in a time of unprecedented enforcement risk. Those who fail to foresee and account 
for such risk in an integrated fashion may soon find that they have more in common with Armstrong 
than they ever imagined. 
 
--By Steve Shaw and Mike Wagner, Covington & Burling LLP 
 
Steve Shaw is senior of counsel and Mike Wagner is an associate in Covington's Washington, D.C., office. 
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