
Inside The $66 Million Grocery Heist 
Smoke Shops, Insider Fraud At The USDA and Empire Processing  

From Long Island New York, Michael Kehoe ran what appeared to be an ordinary 
payment processing company helping merchants accept credit cards. But 
prosecutors say his true business was far more lucrative. 

He is accused of orchestrating one of the largest food stamp frauds in American 
history, a sophisticated scheme that siphoned $66 million from the food stamp 
program through a network of smoke shops, corrupt officials, and unauthorized 
card terminals. 

Working hand in hand with an corrupt insider at the USDA, he was able to install 
over 160 unauthorized payment terminals across New York city, transforming 
corner stores that sold cigarettes and lottery tickets into cash machines that 
drained the food stamp program.

 

 



The smoke shop became a supermarket 

The scheme was laid out by prosecutors by showing how a single smoke shop that 
sold everything but food was suddenly able to accept food stamps.    

To make this happen Kehoe worked with two accomplices to get the smoke shop a 
payment terminal for Snap Benefits configured with a stolen merchant number 
that would allow the smoke shop to accept the SNAP cards and get paid. 

First, a salesperson named Mohamad Nawafleh sold an EBT terminal to a smoke 
shop for $17,000 cash. The store had never sold groceries, never applied for food 
stamp authorization, and never should have been able to process a single SNAP 
transaction. 

Secondly, Kehoe worked with an insider in the USDA,  Arlasa Davis, who supplied 
him with stolen merchant codes (called FNS numbers) that serve as digital licenses 
for stores to accept SNAP benefits. Without proper authorization, stores can't 
access the Electronic Benefit Transfer (EBT) network. But with a valid FNS code 
programmed into a payment terminal, even a gun shop could process food stamp 
transactions. 

Kehoe Submitted Over 200 Applications To The 
USDA 

Kehoe doctored approximately 200 applications to the USDA, creating fictional 
grocery stores on paper while installing terminals in those businesses. Court 
documents reveal that he repeatedly used the same fraudulent FNS number ending 
in 3569 across multiple unauthorized locations, a brazen recycling of stolen 
credentials that speaks to either remarkable confidence or dangerous carelessness. 

Inside the USDA, a mole with a camera 

The most shocking part of this scheme was the insider fraud that occurred at the 
USDA.  

Arlasa Davis, a 56-year-old USDA employee was a key accomplice. She became the 
fraud rings most asset, using her privileged access to photograph handwritten lists 
of valid license numbers for merchants that she funneled to Kehoe and his 
accomplices.  Prosecutors say that she used her personal cell phone to photograph 
handwritten list of FNS numbers, and she copied hundreds of confidential 



merchant codes from USDA databases.

 

According to court documents, the bribes were disguised as innocuous payments – 
"birthday gifts" and "flowers".  

Davis's stolen codes she sent to the fraud ring, enabled over $36 million in 
fraudulent transactions at unauthorized retailers.  

They Face Serious Time In Prison 

The defendants face serious time in prison.  Each of them face up to 35 years 
behind bars for the conspiracy and theft charges. 



Arlasa Davis, the corrupt USDA employee, could get hit the hardest with up to 75 
years because prosecutors tacked on additional bribery charges for betraying her 
government position.  

And Mohamad Nawafleh, one of the defendants who fled to Jordan instead of 
showing up for court, now faces an extra decade in prison just for running away. 

 





             

             

           

               

               

              

                  

            

 

             

            

                 

             

             

            

               

             

 

              

          

             

                  

            

 



             

              

           

             

                 

               

                  

                

             

             

             

               

        

      

                 

                

               

    

             

                

                  

                

        

 



               

               

               

                

                

               

             

                 

               

               

                

                  

               

     

         
             

              

              

           

              

           

              

               

              

 



             

               

              

       

              

               

                 

                

             

                

                 

      

           

                

              

                  

           

                

                 

                 

               

               

                 

 



         

              

                  

                

               

                

             

                

                

    

            
   

           

                

               

                 

                  

                   

                   

                

                

               

             

 



                

      

           

               

               

      

            
      

            

             

              

              

                    

                  

             

              

        

              

            

                

             

               

              

              

 



                

               

             

             

            

              

                 

              

                

             

              

             

                

 

            
    

           

            

            

              

      

             

                 

                 

 



               

              

          

                  

             

                 

             

             

             

            

              

              

               

             

               

           

               

              

            

                 

              

               

 



                 

          

           

               

            

        

              

           

                

 

            

           

              

              

  

           

            

               

           

             

             

              

              



             

           

            

             

              

                

              

             

          

             

               

              

             

          

         

          

               

                 

            

               

  

             

                

 



                

                 

              

               

  

                   

            

          

             

              

                

               

   

               

           

               

                

                  

               

                    

              

 

 



               

           

              

                

                 

                  

 

  

              

               

 

           

                  

          

           

                 

                 

      

                

             

            

          

           

 



              

    

            

               

                 

  

           

             

        

            

              

 

               

                  

                  

                

 

       

  
    

     

            

            

 



                   

             

           

               

               

                  

                

                

                

            

         

  
    

     

            

            

                   

             

           

             

                  

                

              

 



                  

  

              

 
    

     

            

            

 

                  

               

           

                  

             

                

               

              

                 

                 

                     

               

 

  

 



              

               

 

               

                   

                  

                

 

                 

                 

                

         

        

  
 

     

            

            

                  

              

            

                

                  

                  

 



                  

             

             

                   

           

     

         

  
       

     

            

            

                  

               

           

                 

     

                

                

                 

                  

           

                 

                

 



             

             

                   

           

                

              

      

       

  
   

     

            

            

                

              

                

                

                   

                  

                 

                  

                  

         

  

 



                

            

            

               

               

               

                 

             

              

                

      

                

         

              

               

              

                  

             

              

             

                 

            

   

 




