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TOWARD A SAFER AMERICA:

THE JUSTICE DEPARTMENT’S RECORD OF ACCOMPLISHMENT
IN THE FIRST TWO YEARS OF THE BUSH ADMINISTRATION

I: INTRODUCTION AND SUMMARY

As the Department of Justice has stepped up its law enforcement efforts during
the past two years, life has gotten rougher and tougher on those who would violate
the laws of the United States:

From the violence prone corner drug dealer to the smooth Wall Street
operator.

From the midnight dumper of toxic wastes to the corrupt labor union
leader.

From the international terrorist to the defense industry executive cutting
corners on weapons systems.

From the racist Skinhead to the high flying S&L looter.
From the La Cosa Nostra capo to the corporate price fixer.

From the Colombian drug kingpin to the politician on the take.

With a renewed professionalism, the Department has moved vigorously against
the law breakers. Our efforts have been guided by the following set of law
enforcement priorities established by President Bush and Attorney General Dick
Thornburgh:

sk

Cracking down on drug trafficking and the money laundering that is an
integral part of the international drug trade.

Combating the explosion of deadly street crime, much of it resulting from
illegal drugs, through cooperative efforts with state and local police and
prosecutors.

Restoring public trust in our nation’s governmental and economic
institutions through unrelenting enforcement of federal laws against "white
collar" crime.

Protecting America’s military capability and personnel through aggressive
prosecution of defense procurement fraud.

Rooting out organized crime through tough action against La Cosa Nostra
and emerging criminal organizations.
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*

Fighting terrorism by bringing terrorists to justice in the United States and
cooperating actively in international efforts to combat terrorism.

Promoting equal opportunity through the adoption of new legislation,
including the expansion of civil rights protection to 43 million Americans
with disabilities, and vigorous action against discrimination in housing,
voting, employment, and education.

Significantly toughening enforcement of the nation’s environmental laws,
including Superfund.

The Justice Department is proud of the significant strides made in meeting its
goals. The record of action puts the Department in the forefront of efforts to make
our nation safer and to improve the quality of life for all of our citizens.

Highlights of Department activities over the past two years include:

*

The successful prosecution of 19,500 defendants in drug cases in 1989
alone. These cases involve many drug traffickers who have terrorized
neighborhoods and committed murder. The Department made a significant
dent in the illegal drug trade through tough enforcement actions against key
figures in Latin American and Southeast Asian drug trafficking.

Significantly increased forfeitures of cash and property of drug traffickers,
money launderers, and racketeers collecting more than $1 billion since the
start of 1989.

More than 400 convictions for major financial institution fraud, including
134 executives or directors of savings and loans. The Department has filed
cases against another 160 persons who are awaiting trial.

Seventy-one convictions so” far and several hundred million in criminal
fines, civil recoveries, and contract savings as a result of "Operation Illwind"
and other defense procurement probes.

The conviction of 2,216 corrupt public officials and their associates, a record
number over a two-year period.

The establishment of Securities and Commodities Fraud Task Forces in
eight U.S. Attorneys offices. More than 200 cases are currently under
investigation.



* The successful completion of major securities fraud cases against junk bond
king Michael Milken and Drexel-Burnham Lambert Inc., the securities firm
of which he was a key member. Milken and Drexel-Burnham pleaded
guilty to securities frand charges and agreed to pay more than $1.2 billion
in fines and penalties. Milken also received a ten-year prison term.

* Initiating a major undercover investigation into illegal trading activity at the
Chicago Board of Trade and Chicago Mercantile Exchange that has
resulted in 48 indictments and 41 convictions so far.

* Securing the first conviction under United States law of an international
terrorist for acts committed outside the United States.

*  Working closely with Congress to secure the passage of the landmark
Americans with Disabilities Act and creating a new office in the Civil
Rights Division responsible for enforcing the new law and helping those
subject to it comply with its requirements.

* The conviction of more than 100 defendants in 20 states for hate crimes.
One-third of the cases involved acts by members of organized hate groups.
Twice as many juveniles were charged than in the preceding 12-year period.

* A record 134 indictments for environmental crimes with a 95 percent
conviction rate. Almost $30 million in criminal fines and restitution were
imposed.

* Recovering more than $1 billion annually for two consecutive years for
environmental law violations. The Department also filed 151 civil
Superfund cases during FY 1990, the highest number in the history of the
Act.

The following report details the Department of Justice’s record of which its
officials and the American public can be justly proud.



II: INCREASED RESOURCES

Over the past two years, the Justice Department has received more of the
resources needed to fulfill the Bush Administration’s commitment to vigorous law
enforcement. During this period, the Department:

*

Saw its budget increase by 39 percent -- to $9.271 billion in FY 1991 from
$6.690 billion in FY 1989.

Added almost 11,000 new personnel. This has increased the number of
persons involved in investigating and prosecuting S&L fraud, drug
trafficking, organized crime, public corruption, and environmental crimes.
These include new Drug Enforcement Administration (DEA) and Federal
Bureau of Investigation (FBI) agents, Border Patrol officers, Deputy U.S.
Marshals, and correctional officers.

The Department will have hired 1,250 new Assistant United States
Attorneys by the end of 1991, in addition to the 440 hired in 1989 as a
result of the Anti-Drug Abuse Act of 1988. Overall, this represents a 50
percent increase in the number of federal prosecutors since 1988 and a
major addition to the government’s ability to fight crime.

Initiated the addition of approximately 30,000 new prison beds, nearly
doubling the federal prison capacity.

Sharply expanded Law Enforcement Coordinating Committees, directed
by each United States Attorney, as a tool for bringing together federal,
state, and local law enforcement personnel to tackle major crime cases in
joint investigations and to reduce "turf battles."

Won congressional support for needed pay raises for federal law enforce-
ment agents.



III: COMBATING THE DRUG SCOURGE

The Justice Department is on the front line in the fight against drug trafficking
and drug abuse. The Department has committed major resources to the effort and
continues to work closely with the Office of National Drug Control Policy (ONDCP)
to develop and implement the President’s National Drug Control Strategy.

As a result of the Department’s actions over the past two years, major
international and domestic drug kingpins have been put out of business, forfeitures
of drug-related profits and proceeds have increased significantly, and international
cooperation has been strengthened.

Attorney General Thornburgh led efforts to win ratification by the United
States and more than 20 other nations of the United Nations Drug Law Enforcement
Convention which became effective in November 1990. He has also forged
cooperative relationships with heads of state and his law enforcement counterparts
around the world. This has resulted in the increased international cooperation critical
to the Department’s investigative
successes.

As part of this effort, the Attorney General addressed the United Nations in
November 1990, led the U.S. delegation to the Organization of American States
Ministerial Meeting on Drugs in Ixtapa, Mexico, in April 1990, and met with officials
of more than 50 nations.

Two figures highlight the Department’s critical role: One-third of the federal
anti-drug budget for FY 1991 goes to the Justice Department, and the Department
accounts for one-half of the federal personnel involved in the drug war.

The Department’s own commitment is demonstrated. by the fact that, in FY
1991, 45 percent of its budget is allocated to fighting drug traffickers, and 37 percent
of its personnel are involved in anti-drug activities.

The following actions highlight the Department’s drug-fighting record since
1989:

A. MAJOR CASES

* Twenty-five Colombian drug cartel members were extradited to the United
States to stand trial on drug trafficking and money laundering charges.
Virgilio Barco, then-President of Colombia, agreed to the extraditions in
August 1989 as a means of combating drug trafficking.



Eduardo Martinez Romero, a member of the Medellin Cartel, was the
first Colombian citizen extradited to the United States since Carlos Lehder,
another Cartel member. Martinez pleaded guilty in August 1990 to drug
and money laundering charges involving his Cartel activities.

Luis Alfonso (Pompo) Sanchez, a major Colombian drug trafficker, was
extradited to the United States to face Continuing Criminal Enterprise,
conspiracy, and drug trafficking charges. Sanchez’s trial is scheduled to
begin in January 1991.

The conspiracy alleged in the indictment indicates that Sanchez was
the Jeader of a smuggling operation which, since the mid-1970s, has been
responsible for the shipment of thousands of pounds of marijuana and
cocaine to the United States and Canada.

Jose Rafael Abello Silva, a major figure in the Medellin Cartel, was
convicted in federal court in Oklahoma and sentenced in May 1990 to
30 years in prison on each of two counts of cocaine trafficking and was
fined $2.5 million. He is currently in prison.

Continued success has generally been experienced with United States treaty
partners around the world in extradition cases involving narcotics traffickers
and others accused of drug-related crimes. Increased cooperation has been
demonstrated by extraditions to the United States from Pakistan, Luxem-
bourg, and Japan.

"Operation Leyenda" capped one of the most significant investigations in
DEA history when it led to the conviction, in August 1990, of four
defendants on various charges relating to the kidnapping, torture, and
murder of DEA Special Agent Enrique Camarena and the murder of two
American tourists in Guadalajara, Mexico, in 1985.

The investigation revealed a multi-billion dolar cocaine trafficking
organization in Mexico. Most important, the investigation demonstrated,
for the first time, that key officials in the previous Mexican government
not only facilitated and participated in these activities, but that some of
the then highest ranking Mexican law enforcement officials joined in the
planning of Camarena’s kidnapping and the subsequent cover up.

Among those convicted were Ruben Zuno-Arce, a former high-rank-
ing Mexican official and brother-in-law of former Mexican President Luis
Echeverria; and Honduran drug kingpin Juan Ramon Matta Ballesteros.
[In January 1991, Matta Ballesteros was convicted on 11 additional charges,
including running a Continuing Criminal Enterprise, and of selling millions
of dollars worth of cocaine in California and Arizona.]



"Operation Leyenda" also resulted in the indictment of 22 persons,
including the former Director of the Mexican Federal Judicial Police,
Manuel Ibarra; the former head of Interpol in Mexico, Manuel Aldana;
and the Mexican commandante responsible for investigating the Camarena
abduction. Seven persons have been convicted to date in two trials.
Fourteen remain fugitives. The investigation is continuing.

Manuel Noriega, former leader of Panama, was brought to the United
States to face trial in Miami on a variety of cocaine smuggling charges that
are alleged to have occurred between 1982 and 1986. In Tampa, Noriega
was indicted for conspiracy to import and distribute more than one million
pounds of marijuana in the United States between 1982 and 1984, He
awaits trial in both cities.

In November 1990, five former Bank of Credit and Commerce International
(BCCI) employees were sentenced in Tampa (Middle District of Florida)
in connection with laundering $14 million in cocaine profits for the
Medellin Cartel. Amjad Awan, former head marketing officer for the Latin
American and Caribbean division of BCCI, was sentenced to 12 years in
prison and fined $100,000.

In January 1990, BCCI Overseas and BCCI International were
convicted for their part in laundering the $14 million. The two entities
forfeited approximately $15.3 million as a criminal penalty.

Enrique A. Pretelt, a major Noriega co-conspirator, pleaded guilty in June
1990, to comspiracy to commit drug smuggling charges brought under
"Operation Starbank." He was sentenced to a ten-year prison term.

A two-year undercover operation aimed at the Bolivian cocaine cartel and
Mexican law enforcement authorities resulted in the 1989 conviction of
seven foreign nationals on multiple drug trafficking and other felony
charges.

Jorge Roca-Suarez and his sister, Beatriz Roca, the nephew and niece of
Roberto Gomez-Suarez, the one-time cocaine king of Bolivia, were arrested
and indicted in December 1990 in San Diego and Los Angeles on drug
trafficking and money laundering charges. Roca-Suarez is a major member,
leader, and decision maker of the Bolivian cocaine cartel known as "La
Corporacion" or the "Santa Ana Cartel."

In addition to Roca-Suarez and his sister, various other relatives and
long time associates were named in the 20-defendant indictment.
Extradition requests are now being prepared for Roca-Suarez’s key
lieutenants and co-conspirators.



In January 1991, former Bolivian Army Colonel Luis Arce Gomez,
nicknamed the "Minister of Cocaine," was convicted in Miami (Southern
District of Florida) of conspiracy to smuggle drugs into the United States.

Robert J. Miskinis and two of his companies, RIM Laboratories, Inc. and
Safe Lab, Inc., were convicted in late 1989 in San Diego (Southern District
of California) of being involved in the manufacture and sale of metham-
phetamine. Miskinis was sentenced to a non-parolable 40-year prison term.
In addition to a $250,000 fine, Miskinis and his corporation forfeited more
than $400,000 in cash, 19 patents, a pension plan worth $103,555, a luxury
residence, and a tax refund valued at between $150,000 and $400,000,

In a major multi-agency operation, dubbed "Operation Crankcase," agents
in San Diego worked with the owner of a chemical supply store to arrest
individuals involved in the manufacture of methamphetamine. The
operation led to 29 indictments in March 1989 charging more than 100
defendants with conspiracy to manufacture methamphetamine in addition
to a variety of other offenses. A majority of the cases resulted in convic-
tions or guilty pleas.

In March 1990, Southeast Asian opium warlord Chang Chi Fu, also known
as "Khun Sa," was indicted on ten federal drug trafficking counts. These
encompassed the largest heroin seizure ever made -- 2,390 pounds in
Bangkok, Thailand, in February 1988. The heroin was destined for New
York, as was another 1,100 pounds that was imported or attempted to be
imported between 1986 and 1988.

The Department conducted "Operation White Mare," a major multi-year
undercover investigation targeting several Asian heroin and cocaine
importing organizations operating in the United States, Canada, Hong
Kong, Singapore, and Thailand. The operation resulted in the arrests of
55 individuals, and the seizure of $4.5 million in cash, about 900 pounds of
high-grade Southeast Asian heroin, and more than 50 pounds of cocaine.
More than 40 of the traffickers have been convicted.

The successful conclusion of portions of "Operation Polar Cap" inflicted
major damage on the Medellin Carte]. The operation not only targeted the
traffickers and their drugs, but also their lifeblood -- the money.

Conducted by the DEA, FBI, the U.S. Customs Service, and the
Internal Revenue Service, the investigation resulted in the indictment of 127
persons and the confiscation of more than one ton of cocaine, 19,000
pounds of marijuana, and $105 million in cash, jewelry, and real estate.
Ultimately, the government seized an additional $7 million in cash,
$4 million in jewels and other assets, and two businesses in California. The
investigation is continuing.



In December 1990, five leaders of the ring, including mastermind Raul
Vivas, were convicted on multiple money laundering counts. They await
sentencing.

In August 1989, as a result of charges brought in Atlanta as part of
"Operation Polar Cap," a Panamanian bank pleaded guilty to aiding the
Medellin Cartel in using Los Angeles-based money launderers to "wash"
$1.2 billion. The bank forfeited $5 million.

The record seizure by federal agents in Los Angeles of $12 million in cash
and 20 tons of cocaine in September 1989 resulted in the conviction of
three individuals whose sentencing is expected in January 1991.

In July 1990, Australian authorities arrested and extradited to the United
States the founder and chief operator of one of the world’s largest
marijuana seed distribution organizations. Nevil Martin Schoenmakers, a
Dutch-Australian national, supplied high-grade, hybrid seeds for many of
the indoor marijuana growing operations in the United States and Canada.
He will be prosecuted in the Eastern District of Louisiana for conducting
2 Continuing Criminal Enterprise, conspiracy, and other charges.

The Rayful Edmond III organization, which distributed more than one ton
of cocaine annually in the Washington, D.C. area for several years, was
completely shut down in 1990 as a result of a lengthy investigation. A
45-count indictment charged Edmond and 29 co-defendants with a variety
of federal drug offenses. Edmond was convicted of conducting a Continuing
Criminal Enterprise and sentenced to a mandatory term of life in prison
without parole.

A federal jury convicted Howard (Pappy) Mason in December 1989 of
ordering the execution-style slaying in February 1988 of Edward Byrne, a
rookie policeman in New York City. Byrne was shot as he sat in a patrol
car guarding the home of a drug witness. Mason, a feared Queens, N.Y.
crack kingpin, ordered the murder from his New York City jail cell.

The killing led to a sweeping federal investigation of two of the most
powerful and violent drug gangs in New York City, Mason’s and a gang
headed by Lorenzo (Fat Cat) Nichols. In addition to Mason’s conviction
in the Eastern District of New York, the investigation led to the federal
convictions of 19 other members of Nichols’ and Mason’s gangs on nar-
cotics, racketeering or murder charges. Nichols himself was convicted of
two drug-related murders.

Federal indictments and convictions over the past two years have broken

up the "Shower Posse," a group of violent narcotics dealers headed by
Delroy Edwards. The organization sold crack and powder cocaine in
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Brooklyn, Baltimore, and Washington, D.C. Edwards specialized in
recruiting young immigrants from Jamaica to shoot competitors and
wayward employees.

In all, the investigation resulted in three trials, with a fourth scheduled
for January 1991. Thus far, 28 members of the posse who have been
charged have been convicted. Edwards himself was convicted of six
murders, 19 other shootings, and a variety of firearms, narcotics, and false
passport charges. He was sentenced in December 1989 to seven
consecutive life terms and concurrent sentences totalling 480 years.

Eleven members of the Jacky Ronald Pace organization, a major interstate
drug ring that manufactured and distributed speed, were convicted in Fort
Worth, Texas, (Northern District of Texas) after a year-long trial. Seven
other defendants pleaded guilty and two others were found not guilty after
trial. Among those convicted were Pace, the organization®s accountant, its
attorney, and a bank president. The group had used a holding company
and an offshore corporation to launder its drug profits.

In possibly the third-largest domestic drug distribution ring ever investigated
by the Department, heroin kingpin Johnny Lee Sanders was found guilty
in November 1989 in Oklahoma City of distributing heroin and running a
Continuing Criminal Enterprise from 1983 to 1988.

Members of the Brothers of Struggle (BOS) were convicted of, or pleaded
guilty to, federal firearms and other charges following their indictment in
February 1990. BOS is a street gang and narcotics organization formed by
inmates at the Joliet, Illinois, prison and has operated as an offshoot of the
Black Gangster Disciple, a national gang. It is believed that BOS is
responsible for up to 20 unsolved homicides, drive-by shootings, illegal
firearms operations, and widespread cocaine trafficking.

Mario Lloyd was sentenced to life imprisonment without parole and fined
$26 million in November 1990 after his conviction on drug distribution and
money laundering charges. Seven of the other eight defendants were
convicted or pleaded guilty. Lloyd operated a wholesale cocaine
distribution network that handled more than 1,500 kilograms of cocaine
between August 1987 and May 1989.

During the investigation, the government collected more than
$2 million in forfeited cash, and other assets. Furthermmore, $90,000 of the
$235,000 paid by Lloyd to his attorney, F. Lee Bailey, was forfeited after
the government demonstrated that everything Lloyd owned, including the
attorneys fees, could be seized since it resulted from narcotics transactions.
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William F. LaMorte, a long-time subject of DEA’s marijuana smuggling
investigations, was convicted in December 1990, in the Southern District of
New York for operating a Continuing Criminal Enterprise and conspiracy
to distribute marijuana and hashish. LaMorte was convicted of smuggling
approximately 200,000 pounds of marijuana and hashish into the New York
area. As a result of criminal forfeiture actions, six pieces of real estate
valued at almost $9 million, a 100-foot yacht valued at more than

$1 million, and almost $25 million in cash were forfeited.

The Department’s Violent Traffickers Project in eastern Pennsylvania
brought a 72-count indictment that resulted in the break up of a Jamaican
drug organization. The nine defendants who went to trial were found guilty
in August 1989 on all counts; 11 others pleaded guilty. Two of the leaders
were sentenced to life in prison without parole.

A special Organized Crime Drug Enforcement Task Force (OCDETF) in
the Northern District of Ohio broke up a widespread crack/cocaine
distribution ring operated by members of the Los Angeles-based Crips gang.
Thirty-eight conspirators were indicted in June 1989 and one remains a
fugitive. A three-week trial resulted in the conviction of seven defendants;
the remaining 29 pleaded guilty. The top leaders received prison terms
ranging from 16 to 25 years.

On January 4, 1991, an OCDETF investigation targeting the Benefiel
organization in Ranger, Texas, concluded with the arrest of 13 of the
organization’s members. The Benefiel crganization is documented as
having operated a methamphetamine trafficking organization for more than
ten years. The defendants have been charged with conducting a Continuing
Criminal Enterprise and federal firearm and tax violations.

Eastland County Sheriff Dee Hogan pleaded guilty to obstruction of
justice in the Benefiel investigation and has resigned. Hogan faces a
maximurn punishment of five years in prison and a $250,000 fine.

Former Washington, D.C. Mayor Marion Barry was sentenced in October
1990 to six months in prison following his conviction in August of illegal
narcotics possession after an eight-week trial on narcotics and perjury
charges. Barry was arrested in January 1990 at the Vista Hotel in
Washington, D.C. by FBI agents and Washington, D.C. Metropolitan Police
officers. He is free pending the outcome of his appeal.
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B. ASSET FORFEITURE

In the past two years (FY 1989 - FY 1990), more than $1 billion in cash and
property has been added to the Department’s Assets Forfeiture Fund from drug,
money laundering, racketeering and other cases. Of that amount, $353 million has
been shared with state and local law enforcement agencies. In one significant case,
the New York State Police and the New York City Police each received more than
$6 million from an $18 million forfeiture.

The Fund also provides key support to the Department’s anti-drug program,
with $396 million being used in 1989-90 to build additional federal prison facilities,
and $30 million earmarked in 1989 for the hiring of new Assistant U.S. Attorneys to
prosecute drug cases.
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IV: FIGHTING FRAUD AND PUBLIC CORRUPTION

The Justice Department has shouldered the primary responsibility for
prosecuting the perpetrators of crimes that threaten to undermine public confidence
in the nation’s financial institutions, the defense industry, the Department of Housing
and Urban Development, the pharmaceutical industry, and government itself.

The Department considers white collar crime to be a major threat to the
nation’s well-being and health that must be dealt with firmly and swiftly. As with the
fight against drug trafficking, manpower has been allocated and special offices and
task forces established to investigate and prosecute these cases.

The following actions have been taken and results achieved:

*

In June 1990, the Attorney General appointed a Special Counsel for
Financial Institutions with the sole responsibility of coordinating investiga-
tions and prosecutions in this area. The Department also created 26 task
forces modeled after the highly successful Dallas Bank Fraud Task Force.
In addition, 323 new prosecutors and FBI agents were hired in 1989 and
1990 to handle S&L fraud.

Significant results have followed. Since October 1988, 403 convictions
have been secured in major financial institution fraud cases, including at
least 134 executives or directors. Another 160 persons await trial.
Moreover, the Department’s conviction rate in S&L fraud cases has
exceeded 96 percent. And 79 percent of those sentenced have gone to jail.

To combat fraud in the nation’s securities and commodities markets, the
Department established Securities and Commodities Fraud Task Forces in
United States Attorney offices. Currently, more than 200 cases are under
investigation. Task Forces currently are at work in Chicago, Los Angeles,
San Francisco, Kansas City, Denver, New York (Manhaitan), Philadelphia,
and Salt Lake City. A ninth task force is being established in Newark.
Major successes have been scored by the Department against traders and
their firms as well as individuals engaging in illegal trading and market
manipulation.

To prosecute fraud in the Department of Housing and Urban Development,
the Attorney General directed all 93 United States Attorneys to "give HUD
fraud cases a top priority." In addition, a HUD Fraud and Corruption
Coordinating Group was created in the Criminal Division. In the past two
fiscal years, 234 convictions were obtained and almost $20 million in fines,
recoveries and restitution has been ordered.

The Department’s firm action against defense procurement fraud, which

results in substandard military equipment that could possibly endanger our
servicemen and women as well as causing overspending on defense projects,
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has led to convictions of 71 defense contractors and their employees,
settlements with several other major firms, and the recovery by the
government of several hundred million dollars.

* The Department moved against a serious scandal involving the Food and
Drug Administration’s oversight of the generic drug industry.

What follows are key Department cases in each of the fraud areas:

A. SAVINGS AND LOAN FRAUD

Vernon Savings and Loan

To date, the three and a half year investigation of Vernon Savings and Loan
has led to the convictions of eight of the institution’s top officers and four bor-
rowers/consultants. Seven of these persons received prison sentences, including
former chief executive officer Woody Lemons who was given a 30-year term.

In addition, Don R. Dixon, formerly Vernon’s majority shareholder, was
convicted in December 1990 on 23 counts of misapplying five loans of more than
$41 million, and diverting loan proceeds to make rental payments on a California
beach house in which he had a personal interest.

Sunbelt Savings Association

Edwin T. McBirney 11, former majority shareholder, chief executive officer and
president of Sunbelt Savings Association, pleaded guilty in December 1990 to a series
of violations arising from a Sunbelt attempt to finance the purchase of $700 million
worth of Southern California real estate by Sun Cal, Inc., a Sunbelt subsidiary.
McBirney’s plea culminated a two and a haif year probe into Sunbeit, which has
resulted in the convictions of a former Sunbelt president, two former Sunbelt vice
presidents, and ten individuals doing business with Sunbelt or one of its subsidiaries.

Western Savings Association

Jarrett E. Woods, former owner, chief executive officer and chairman of the
board of directors of Western, was indicted October 25, 1990. A trial date has not
yet been scheduled. In a 37-count indictment, Woods was charged with conspiring to
divert $16 million in Western loan proceeds to make payments on loans to a major
Western borrower having financial problems. Woods allegedly diverted the funds to
hide Western’s true financial condition from regulators. Woods was also charged with
using Western to generate $558,000 for his personal use, including repayment of a
gambling debt.
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Western Savings Bank

Patrick W. Emmott, former president of Western Savings Bank of Denton,
Texas, was charged in a 44-count endictment, and convicted in April 1989 on all 44
counts. Emmott had been charged with defrauding his bank of $2.5 million in
connection with a gold mine project in Liberia in which he had an interest. He was
sentenced to 12 years in prison.

Commodore Savings Association

Robert Hopkins, chairman of the board of directors of Commodore Savings
Bank of Dallas, Texas; Morton Hopkins, vice chairman and chief executive officer of
Commodore; and John Harrell, president of Commodore were all convicted in May
1989 of illegally using the institution’s funds for political campaign contributions.
Robert Hopkins initially received a 15-year prison sentence that was later reduced to
five years.

Lincoln Savings & Loan

Ernest Garcia, chairman and chief executive officer of E.C. Garcia Co., a real
estate development firm, pleaded guilty to fraud charges in October 1990 involving
the granting of a $30 million line of credit to him by Lincoln. He became the first
defendant to be convicted in connection with the now infamous Lincoln Savings &
Loan scandal. Garcia faces the possibility of five years imprisonment and a fine of
more than $250,000 or twice the gross gain or loss resulting from his crime.

Other Significant Cases

*  Janet McKinzie, executive assistant to the chairman of the board of North
American Savings & Loan of Santa Ana, California, was convicted in March
1990 and sentenced to 20 years in prison for her role in a scheme that
resulted in losses of $16 million. She was also ordered to pay $13.4 million
in restitution.

* David Feldman, who controlled National Mortgage Equity Corp., was
convicted in Los Angeles for his involvement in the frandulent sale of
$144 million worth of California mortgage loans to 20 financial institutions
in the East, South, and Midwest. On August 20, 1990, he received a
15-year sentence and, along with two other defendants, was ordered to pay
$70.7 million in restitution.

*  Sunbelt Federal Savings & Loan of Baton Rouge, Louisiana, lost more
than $12 million to George Bonfanti and Gerald Fackrell as a result of
false representations they made relating to Louisiana construction projects.
In June 1989, Bonfanti was sentenced to a five-year prison term, Fackrell
to six years. Both were ordered to pay $12.9 million in restitution.
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Paul S. Cheng and Simon E. Heath, co-owners and co-chairmen of
Guaranty Federal Savings and Loan Association uf Dallas, were sentenced
in January 1991 to 30 years and 20 years imprisonment, respectively, after
having been convicted on bank frand charges. They were also ordered to
pay restitution of $7.8 million.

George Shipman, a 25 percent stockholder in Victor Federal, of Muskogee,
Oklahoma, dodged limits on loans to major stockholders by misrepresenting
his stock ownership and by giving money to his friends to represent his
interests. Shipman was convicted in November 1989, received a ten-year
sentence, and was ordered to pay $2.5 million in restitution.

Donald Snede, the chief financial officer of Midwest Federal Savings &
Loan in Minneapolis, and four other Midwest officials, were indicted in
June 1990 in connection with a major scheme to defraud the institution.
Snede pleaded guilty and awaits sentencing. The other officials now face
RICO charges in connection with the operation of Midwest. The
government is seeking the forfeiture of more than $7 million in assets.

Bruce C. Wright, president of SISCORP, a loan brokering institution
formed by 20 savings and loan institutions in Oklahoma, was convicted of
accepting more than $1 million in bribes in return for placing substandard
loans with SISCORP member institutions. The Resolution Trust Corp.
estimated the loss caused by Wright’s actions exceeds $10 million. Wright
was sentenced in July 1990 to a five-year prison term and fined $2.3 million.

Three executives and seven major borrowers of Peoples Heritage Federal
Savings and Loan Association of Salina, Kansas, were charged in Janunary
1991 in two separate indictments with defrauding the institution of more
than $105 million. Peoples Heritage failed in May 1989 at an estimated
cost to the taxpayers of up to $900 million. The first indictment charged
former Peoples Heritage officers Thomas D. Dunn, Jr., chairman of the
board of directors; James R. Cruce, president; and Thomas A. Burger, chief
lending officer and member of the board of directors, with 23 counts of
bank fraud, and one count each of conspiracy and making false statements.
The second indictment charged Dunn, Cruce, and Burger, along with four
developers, with nine counts of bank fraud, one count of conspiracy, and
three counts of making false statements.
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B. SECURITIES AND COMMODITIES FRAUD

*

In addition to the Department’s successful prosecution of the massive
Milken-Drexel-Burnham securities fraud, a major Department undercover
investigation into illegal floor trading at the Chicago Board of Trade and
the Chicago Mercantile Exchange resulted in 48 indictments returned on
August 3, 1989; 41 convictions have been obtained to date. A number of
those convicted were found guilty of RICO violations, securities fraud, and
other felonies. - :

Paul Bilzerian, former chairman of the Singer Co., was sentenced in
September 1989 to four years imprisonment and fined $1.5 million for
securities fraud.

Robert M. Freeman of Goldman, Sachs & Co., the New York investment
firm, pleaded guilty in September 1989 to mail fraud in an insider trading
scheme. He is awaiting sentencing.

Martin A. Siegal, former investment banker with Kidder, Peabody & Co.
and Drexel-Burnham Lambert, was sentenced in June 1990 to two months
in prison and five years of probation for insider trading and tax evasion.
Siegal’s guilty plea arose from two insider trading schemes. The first
involved his relationship with financier Ivan Boesky in which Siegal
provided non-public information in exchange for $365,000 in cash. Siegal
did not disclose this income, leading to the tax evasion charge.

Siegal also pleaded guilty to participating in a two-year conspiracy with
Robert M. Freeman. The two exchanged non-public information involving
clients of their two firms.

Boyd Jefferies, former chairman of the board of Jefferies & Co., was
sentenced in July 1989 to five years probation and fined $250,000. Jefferies
pleaded guilty to one count of aiding and abetting the Seemala Corp. in
violating the laws requiring broker-dealers to keep accurate books and
records, and to one count of violating the margin rule.

Salim B. Lewis, head of S.B. Lewis & Co., was sentenced in December 1989
to three years of probation on each of three counts, community service, and
fined $250,000. Lewis pleaded guilty to three felony counts, including stock
manipulation involving a May 1986 offering of Fireman’s Fund stock, aiding
an abetting the company in keeping false books and records, and a margin
violation.

The company -- which also pleaded guilty to two felony counts of

keeping false books and records and a margin violation -- was fined
$200,000 on each of the two counts.
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Six individuals were indicted in December 1989 on conspiracy and fraud
charges in Wyoming in a case that broke up a major telemarketing scam.
Of the six, five were convicted or pleaded guilty. The sixth is scheduled to
be tried in February 1991. The scheme involved the sale of gold ore to
several hundred investors who lost several billion dollars.

Penny stock broker Meyer Blinder and four others in Las Vegas were
charged in February 1990 under the RICO statute with 66 separate
incidents of wire and securities fraud and money laundering.

Three separate investigations in Dallas, Phoenix, and Las Vegas into the
manipulation of penny stocks have led to 11 convictions. [In January 1991,
four of these defendants, who defrauded investors of $3.5 million, were
sentenced -- Sam Merit to eight years in prison and payment of $1 million
in restitutions; Oded Benery to five years and payment of $500,000 in
restitution; and J. F. Spann and Yvonne Wilson to suspended five year
terms and house arrest for four and six months, respectively. These
individuals are stockholders, stock promoters, transfer agents, attorneys, and
accountants who formed a loose-knit group to carry out stock fraud.
Investigations are continuing that were developed from the initial probe.]

The hierarchy of F.D. Roberts, a leading New Jersey underwriting firm, was
convicted of engaging in widespread securities fraud and insider trading that
victimized thousands of investors between 1985 and 1989. The profits
earned from the fraud exceeded $67 million. To date, 30 individuals have
been convicted on securities fraud charges, including the entire ownership
of the firm, two former chairmen of its board, a former Securities and
Exchange Commission Compliance Officer, and two attorneys employed by
Roberts.

Five top officials of Princeton/Newport Partners and a former stock trader
at Drexel-Burnham Lambert were found guilty in July 1989 of racketeering,
conspiracy, securities fraud, tax fraud, mail fraud, and wire fraud. Most of
the charges arose out of the defendant’s fraudulent tax schemes, in which
they engaged in sham securities trading for the purpose of generating
fraudulent and illegal tax deductions.

Such trading, which the defendants called "securities parking" involved
the purported sale of high-yield convertible bonds by Princeton/Newport
to Drexel, coupled with secret agreements whereby Drexel rescld the same
securities back to Princeton/Newport after an agreed period at no economic
risk to either party.

On November 6, 1989 the defendants were sentenced to terms of
imprisonment ranging from three to six months, and fines of up to $275,000.
The defendants have also collectively agreed to forfeit $3 million if their
convictions are affirmed on appeal.
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C. DEFENSE PROCUREMENT FRAUD

The Department has vigorously and successfully prosecuted a wide range of
procurement fraud cases, many of which involved some of the nation’s largest and
most prominent defense contractors. The following achievements represent the efforts
of the offices of the United States Attorneys, the Fraud Section’s Defense
Procurement Fraud Unit, and others.

* Major defense contractors and their employees successfully prosecuted in
1989 and 1990 in the "Operation Illwind" probe include: ,

Hazeltine Corp. for conversion of government property, making false
statements, wire fraud, and conspiracy to defraud the government;

Teledyne Industries, Inc. for wire fraud, filing false statements,
conspiracy to defraud the government, and conspiracy to bribe a public
official;

Loral Corp. for conspiracy to defraud the government, conversion of
government property, and filing false statements;

Officials of Unisys Corp. for conspiracy to commit bribery, filing false
statements, filing false claims, income tax evasion, conspiracy to
defraud the Federal Election Commission, theft, and conversion of
government property;

Officials of Norden Systems for conspiracy to defraud the government,
and conversion of government property;

Whittaker Command and Control Systems for conspiracy to defraud
the government, bribery, and interstate travel in aid of racketeering;

Cubic Defense Systems, Inc., of San Diego, for conspiracy, theft of
government property, and filing false statements as part of the
company’s efforts to obtain lucrative Air Force contracts. The
company agreed to pay $4.65 million in fines and penalties.

Colvin Clay "Sam" Wellborn, 58, Cubic’s former chief executive,
pleaded guilty to conspiracy to bribe Pentagon official Victor Cohen
and theft of government property. He faces up to 15 years in prison
and $500,000 in fines for the two convictions.

Other significant defense cases include:

* As a result of an exhaustive investigation, Boeing Corp. agreed to an
$11 million civil settlement in October 1989 to resolve allegations of
overcharging by Boeing Military Airplanes, a subsidiary of Boeing.
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The Department negotiated a settlement package valued at $44.5 million
as part of the August 1990 plea agreement with E-Systems, Inc. involving
defective Army field radios. E-Systems was ordered to pay a $1 million
fine and $1.8 million in restitution. The civil settlement resulted in the
payment of $4.7 million and the withdrawal of $39.3 million in claims
against the government by the company.

"Operation Uncover" led to five major defense contractors -- Raytheon,
Hughes Aircraft, Grumman, Boeing and RCA -- pleading guilty to charges
involving the illegal trafficking of sensitive Defense Department documents
and agreeing to pay $15 million in civil claims.

General Electric Co. was found guilty in September 1990 of price violations
in major defense contracts and was fined $10 million. A $20 million civil
settlement was also negotiated.

Northrop Corp. was convicted of submitting false test results for the Air
Launched Cruise Missile and the Navy’s Harrier jet. The company was
fined $17 million.

McHaffie, Inc., its president, and two managers were convicted in April
1990 of engaging in a.ten-year conspiracy to submit false test results on
engine bolts used in strategic military aircraft. The corporation and its
president were fined $1.5 million. The president received a three-year
sentence, and the two managers received sentences of 18 and 12 months.

Calprotech, Inc., and seven of its officials, were convicted in September
1990 of falsifying test results on circuit boards destined for military and
aerospace applications, including the Space Shuttle. The company was
fined $1 million and its president was sentenced to three years in prison.

Robert Rawlings, owner of R&R Precision Manufacturing of Macon,
Georgia, pleaded guilty in July 1989 to making false statements regarding
the manufacture of a critical nut that holds helicopter blades to the body
of U.S. Air Force helicopters. Failure of the nut would cause a fatal crash.
He was sentenced to a two-year prison term and fined $20,000.
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Emerson Electric Co., of St. Louis, pleaded guilty in May 1990 to
overcharging the government for electronic equipment for the military by
making false statements in connection with cost estimates. The company
paid $14 million as part of a civil settlement agreement.

Ametek Inc., headquartered in Paoli, Pennsylvania, pleaded guilty in July
1990 to making false statements while negotiating with the government on
the sale of sophisticated submarine sonar systems. The company also paid
$110,000 in criminal fines and a $5.1 million civil settlement.

D. HUD FRAUD

*

Former HUD Deputy Assistant Secretary DuBois Gilliam pleaded guilty
in Washington, D.C. in 1989 to receiving illegal gratuities in connection with
HUD grants he approved. He also pleaded guilty in the Southern District
of Mississippi to one count of conspiracy. He received an 18-month
sentence.

In one of the most significant HUD cases to date, Marilyn L. Harrell of
Waldorf, Maryland, nicknamed "Robin HUD", was convicted in June 1990
of embezzling more than $6 million from the sale of HUD-owned
properties. This case may represent the largest single theft of government
funds ever charged against an individual.

Reba Louise Lovell, a HUD contract closing agent in Texas, pleaded guilty
in December 1989 to embezzling $2.5 million from the sale of HUD-owned
residential properties.

In Oklahoma City, a HUD task force established in October 1988 to
investigate HUD fraud secured 32 convictions and more than $6.4 million
in fines and court-ordered restitution.

E. FDA FRAUD

*

Five former staff members of the Food and Drug Administration were
among 14 individuals and three corporations convicted in Baltimore in 1989
and 1990 in a widening scandal in the generic drug industry. The five, in
the agency’s Division of Generic Drugs, including the former division
director, were found guilty of illegally accepting large sums of cash,
furniture, travel, meals, and entertainment paid for by the drug companies
they regulated. The drug companies and their executives were convicted
of similar charges.

In addition, generic drug firms have been implicated in schemes to

substitute drug production records and obstruct congressional and grand
jury investigations. Additional charges are expected.
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F. PUBLIC CORRUPTIO

The Justice Department moved aggressively over the past two years to root out
corruption at all levels of government. The Department’s Public Integrity Section and
the 93 United States Attorneys have been vigilant in investigating and prosecuting
elected and appointed public officials and their associates who violate the public trust.
Of the 10,944 convictions of public officials secured by the Department since the
creation 14 years ago of the Public Integrity Section, 20 percent -- or 2,216 -- were
secured since 1989.

Following are key public corruption cases:

*

New York Congressman Robert Garcia and his wife, Jane, were convicted
in October 1989 for taking bribes, disguised as consulting fees, to help
Wedtech Corp., a defense contractor located in New York City’s South
Bronx. Garcia awaits retrial following a reversal on technical grounds.

In August 1989, San Francisco lawyer E. Robert Wallach and Rusty
Kent London, Wedtech consnltants; and Franklyn Chinn, a Wedtech board
member and company consultant, were convicted on racketeering and fraud
charges for their role in the Wedtech defense contracting scandal. In the
Wallach case, a federal jury found that he had received illegal payments
from Wedtech for lobbying in an effort to win federal defense contracts for
the company.

Georgia Congressman Patrick L. Swindall was convicted in May 1989 on
nine counts of perjury and sentenced to a one-year prison term for lying
before a federal grand jury about a money-laundering case.

New York Congressman Floyd Flake and his wife were indicted in
December 1990 on tax evasion and embezzlement charges stemining from
their involvement with a non-profit senior citizens housing complex
associated with the Congressman’s church.

U.S. District Court Judge Robert P. Aguilar, of the Northern District of
California, was convicted in August 1990 on charges of obstruction of justice
and unlawful disclosure of wiretap information in connection with his role
in influencing another federal district court judge to help an organized
crime figure.

Former three-term West Virginia Governor Arch Moore pleaded guilty in
May 1990 to five counts of mail fraud, extortion, filing false tax returns, tax
evasion, and obstruction of justice. He was sentenced to five years and ten
months in prison and fined $170,000.
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Douglas Green, the Louisiana Insurance Commissioner, awaits trial on
charges that he accepted an illegal $2 million campaign contribution from
the insolvent Champion Insurance Co. in return for allowing it to do
business in the state. Champion’s collapse generated $80 million in losses
to policy holders and claimants.

Gordon W. Taylor, the Wyoming Insurance Commissioner, was charged in
July 1990 with accepting bribes and allowing two Texas insurance
companies to conduct fraudulent operations in Wyoming. Taylor’s actions
resulted in unpaid insurance claims of about $16 million. He pleaded
guilty in September 1990.

A former deputy Texas Agriculture Commissioner and four other state
agriculture officials and consultants were indicted in January 1991 on fraud
charges involving the alleged award of contracts and salary increases to
political campaign contributors.

Six public officials, including two former state senators, were convicted from
December 1988 through September 1990 following an extensive investiga-
tion of corruption in the California legislature.

An 18-month FBI undercover operation dubbed "Operation Lost Trust"
involving the purchase of votes of legislators on legislation pending in the
South Carolina legislature led to the conviction in 1990 of six state
representatives, a state senator and a lobbyist. Four other state representa-
tives, including the speaker pro tem, and a state highway commissioner
await trial. The investigation is continuing.

An investigation in Tennessee into illegal and fraudulent "charity" bingo,
dubbed "Operation Rocky Top," led to the indictment of more than S50
people between 1988 and 1990. Among those convicted to date are the
former head of the Tennessee Alcoholic Beverage Commission, the
Majority Leader of the Tennessee House, the Chief State Bingo Regulator,
the State Election Commission chairman, and a county Democratic party
chairman. The Tennessee Secretary of State and an influential state
legislator both committed suicide after learning that they would most likely
be indicted.

Alabama state legislator Patricia Davis was convicted in December 1989 of
extorting money from a United Mine Workers local in connection with the
legislature’s handling of a "Buy Alabama Coal Bill." The legislation
established a preference for the use of Alabama-mined coal in state
facilities and placed restrictions on the use of foreign-mined coal.
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An owner of a greyhound race track in West Virginia was convicted in May
1990 of racketeering for bribing two presidents of the state senate to insure
the passage of favorable legislation. The former officials had previously
been convicted of extortion.

In Cleveland, an Ohio lobbyist and three state government employees were
convicted of paying out and receiving bribes that resulted in the award of
more than $7 million in no-bid telephone leases by state agencies to the
lobbyist’s client, a telecommunications company.

New York State Assembly Speaker Mel Miller and a top aide were charged
in a 19-count indictment in late 1990 with mail fraud involving their
activities as private attorneys representing clients in the purchase or sale
of cooperative apartments. According to the indictment, the two defrauded
their clients and others of more than $300,000.

In a major crackdown on corruption in Chicago, a former Cook County
Circuit Court judge, a Chicago alderman, a local Democratic party official,
a state senator, and a lawyer were charged in three separate indictments
in December 1990 with taking bribes to fix several cases and introduce
legislation in the Illinois legislature.

An Indiana State Superior Court judge was found guilty in 1989 on
25 counts, including racketeering, for extorting more than $200,000 from
receivers and other court appointees.

A ten-year corruption probe within the Philadelphia Police Department
ended in the November 1989 conviction of the commander, his deputy, and
two officers in the city’s elite undercover narcotics squad for stealing money
and drugs as well as accepting bribes from the city’s largest drug dealers.

In the worst corruption scandal in the history of the Los Angeles Sheriff’s
Department, seven experienced deputies from the Department’s elite
narcotics units were convicted in December 1990 of stealing $1.4 million
in cash seized in drug raids during 1988 and 1989. To date, 12 other
deputies have been suspended as the investigation continues.

"Operation Walking Short," an FBI drug sting operation, resulted in the
indictment of four sheriffs, a deputy sheriff, and a police chief from four
counties in eastern Kentucky. Trial is tentatively scheduled for February
1991.

Six former officials of the Passaic, New Jersey, Housing Authority pleaded

guilty in 1990 to fraud and income tax evasion charges resulting from their
activities on the Housing Authority.
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G. OTHER WHITE COLILAR CRIME

*

Pete Rose, former Cincinnati Reds player, manager, and baseball batting
champion, pleaded guilty in April 1990 to two counts of filing false tax
returns for 1985 and 1987 in connection with failure to report approximately
$364,000 in income from the sale of his autograph and baseball memorabi-
lia. A portion of this income was used to support gambling on sports.
[Rose was released from federal prison on January 7, 1991 after serving five
months in prison.]

On August 29, 1989, New York City hotel and real estate magnate Leona
Helmsley was convicted of 33 counts of conspiracy, tax evasion, filing false
tax returns, and mail fraud arising from her scheme to evade more than
$1.2 million in personal federal income taxes owed by her and her husband
Harry. Mrs. Helmsley created phony tax deductions for their companies by
disguising personal expenses as business expenses. She was sentenced on
December 12, 1989 to four years in prison and fined more than $7 million.
She was also ordered to make restitution to the federal, state, and city
governments for unpaid taxes.

Former television evangelist Jim Bakker was convicted in October 1989 on
24 counts of mail fraud, wire fraud, and conspiracy in the sale of lifetime
partnerships in Heritage Village, South Carolina and sentenced to 45 years
in prison. [His case was remanded for sentencing in February, 1991.]

General Development Corp. (GDC), a major Florida real estate develop-
ment company, was charged in a 16-count indictment in March 1990 with
engaging in massive real estate fraud. The firm agreed to provide
restitution of up to $160 million to 10,000 GDC homebuyers. Two former
GDC executives are scheduled to stand trial in January 1991.

In January 1990, Robert Tappan Morris was convicted of violating the
Computer Fraud and Abuse Act as a result of his launching a computer
virus which affected tens of thousands of computers around the world. He
was put on probation and fined $10,000.

*Operation Welcheat," a federal/state task force formed by the U.S.
Attorney in the Central District of Illinois to investigate criminal welfare
fraud, brought charges beginning in April 1989 against 106 individuals
involving a loss to the government of more than $800,000. To date,

93 people have been convicted, one remains a fugitive, four await trial, and
eight cases have been dismissed.

Two officials of a stainless steel processing plant were convicted in
Cleveland of bankruptcy fraud after they siphoned $1.7 million for personal
expenditures from the plant before it filed for bankruptcy. Their action
resulted in the plant’s closure and the laying off of more than 700
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employees. The two were sentenced in April 1990 to five and 20 year
prison terms, and ordered to pay $1.7 million in restitution to the
bankruptcy trustee.

Eastern Air Lines, Inc. and ten of its managers were charged in July 1990
with failing, between 1985 and 1989, to perform mandatory maintenance on
Eastern aircraft. They were also charged with falsifying maintenance
records to make it appear that the work had been done as required by the
Federal Aviation Administration.

More than $1 million in assets were forfeited to the government by Joseph
J. Brinkley and Gary Lee Brinkley, a father and son team convicted of tax
fraud. The Brinkleys earned huge profits from illegal slot machines they
owned and operated at four El Reno, Oklahoma, fraternal lodges.

David and Annette Hagen, who used the alias name of DeFusco, pleaded
guilty in October 1989 to bankruptcy fraud and money laundering in one
of the nation’s leading direct mail schemes.

Chrysler Corp. entered a nolo contendere plea and was fined $7.5 million
in August 1990 after it was charged with odometer fraud for rolling back
odometers in more than 60,000 vehicles sold as new. According to the
indictment, Chrysler permitted company officials to drive the cars. Prior
to being sold to dealers, the company rolled back the odometers to hide the
true mileage. In addition, Chrysler agreed to pay more than $25 million
to those who bought the cars.
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V: PROTECTING THE STREETS

The Justice Department stepped up its efforts to combat the rise in violent
crime and to increase arrests of fugitives. The FBI added Crimes of Violence to its
list of national priorities and established the Violent Crimes and Major Offenders
Program. In addition, it expanded its use of task forces to investigate these crimes.

The Department’s actions have achieved the following results:

*

FBI task forces now operate in many major metropolitan areas and have
achieved major successes. In the Washington, D.C. area alone, the
Bureau’s Field Office, in conjunction with local police agencies, has
established several task forces. These have been responsible for more than
900 arrests, including 160 for homicide, leading to 200 convictions and the
recovery of more than $6 million worth of stolen property.

An unrelenting federal investigation led to the arrest and indictment, in
November 1990, of Walter Lee Moody, Jr. for the mail bomb murders of
U.S. Circuit Court of Appeals Judge Robert S. Vance and Savannah,
Georgia, alderman and NAACP leader Robert E. Robinson. The
investigation began within hours after Judge Vance’s death and included
interviews with more than 5,000 persons, the execution of 14 search
warrants, and FBI laboratory analysis of 1,253 pieces of evidence.

Working closely with state and local law enforcement officials in the
summer and fall of 1990, U.S. Marshals picked up 3,743 fugitives --
including convicted murders, rapists, and drug traffickers -- and seized
more than $5 million in cash and property in Florida, Texas, and Califor-
nia. The arrests were part of "Operation Southern Star."

Four individuals were arrested and charged with murder as a result of an
FBl investigation in the Richmond, Virginia, area begun in September 1989.
The FBI probe focused on three groups that used males in their late teens,
armed with automatic weapons and grenade launchers, to carry out contract
rhurders.

The Department made significant gains in fugitive arrests. Arrests in 1990
were ten percent higher than in 1989, and 37 percent higher than in 1988.
Among the more than 10,000 fugitives apprehended were Wardell Davis
Ford, a Ten Most Wanted Fugitive, who was being sought for Unlawful
Interstate Flight-Murder; and Jose Dionisio Suarez Y Esquivel, who was
sought for the murder of Orlando Letelier, former Chilean Ambassador to
the United States.
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VI: ROOTING OUT ORGANIZED CRIME

The Department aggressively pursued its battle against organized crime through
both criminal and civil actions. L.a Cosa Nostra (LCN) family bosses in New York,
New Jersey, New England, Philadelphia, Pittsburgh, Chicago, St. Louis, and Cleveland
were indicted and/or convicted during this two year period, one of the most active in
the Department’s history against organized crime.

At the same time, a major reorganization of the Organized Crime program was
accomplished. This revamping has strengthened the Department’s ability to combat
not only the traditional LCN crime families, but also new criminal organizations such
as the Jamaican Posses and Asian gangs that pose a growing threat.

Under the reorganization, an Organized Crime Council has been created and
the Organized Crime Strike Forces have been merged into the United States
Attorneys’ Offices. A comprehensive strategy to direct the war against all facets of
organized crime is being finalized.

Following are major actions over the last two years that struck a blow at
traditional organized crime throughout the country:

* In March 1989, the Department successfully capped a three decade effort
to root out organized crime influence from the leadership of the Teamsters
Union. As part of a settlement of civil RICO charges brought against the
union, court appointed officers have been named to administer the union,
to oversee union elections, and to investigate corruption charges. More
than 40 disciplinary charges against Teamsters officials have been filed,
leading to the removal of a number of high-ranking officials.

* Separately, Teamsters Vice President Harold Friedman and business agent
Anthony Hughes were convicted in January 1989 in Cleveland of racketeer-
ing and embezzlement. Former Teamsters President Jackie Presser, a co-
defendant, died before his trial.

* In June 1990, Michael Rudy Tham, former Secretary/Treasurer of
Teamsters Union Local 856, was convicted in the Northern District of
California of conspiracy and obstruction of justice for his attempt to use
U.S. District Court Judge Robert P. Aguilar to influence another federal
judge.

* In possibly the largest RICO action filed by the Justice Department, a
Teamsters’ local, a trade organization, 44 corporations, and 64 individuals,
including various members and associates of the Luchese and Gambino
LCN families, were charged in an effort to break organized crime control
of the solid waste carting industry on Long Island.
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The Justice Department moved in 1990 to impose trusteeships on two
Teamsters locals at New York City’s Kennedy International Airport. The
Department charged that organized crime used their domination of the
locals to control air cargo at the airport through a pattern of extortion and
other racketeering acts.

The leadership of the Gambino LLCN family, including boss John Gotti,
underboss Frank Locascio, consigliere Salvatore Garvano, and captain
Thomas Gambino, a son of former boss Carlo Gambino, were indicted in
December 1990.

The indictment charged Gotti with racketeering, including four
murders, conspiracy to murder a fifth person, gambling, loansharking,
obstruction of justice, and tax evasion. Garvano was charged with two of
the murders, conspiracy to commit murder, solicitation to murder another
person, gambling, loansharking, and obstruction of justice. Locascio was
charged with conspiracy to murder, gambling, loansharking, obstruction of
justice, and aiding and abetting Gotti’s tax evasion. Gambino was charged
with gambling and loansharking.

The Depariment wrapped up, in September 1990, a major case against
Genovese LCN members, officials of Teamsters Union Local 560, and a
trucking business official when remaining defendants pleaded guilty to
numerous violations of federal law.

The case, which was spelled out in March 1988 indictment, involved
a classic labor racketeering scheme -- "sweetheart contracts." One of the
defendants, Genovese family member Vincent "Fish" Cafaro, subsequently
became an FBI cooperating witness. Asset forfeitures in this case exceeded
$1 million.

The Department scored major victories against organized crime leaders in
the Philadelphia area with the conviction of LCN boss Nicodemo Scarfo
and 16 LCN co-defendants on RICO charges, including drug trafficking,
extortion, gambling, and murder. In May 1989, Scarfo was sentenced to 55
years in prison.

New Jersey and Pennsylvania based members and associates of the Scarfo
family were charged in two Maryland indictments in October 1990 with
loansharking and money laundering activities.

Civil racketeering charges were filed in December 1990 against the
president of the Hotel and Restaurant Employees International Union and
the leadership of the Union’s Local 54, based in Atlantic City. According
to the indictment, the leadership of the International Union and the local
worked with the Scarfo LCN family to dominate the union’s affairs through
a two-decade pattern of murder, extortion, and other crimes.
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The Pittsburgh LCN was dealt a blow in October 1990 when nine
defendants were convicted in a federal racketeering trial of acting together
to operate the Pittsburgh organized crime family. Two defendants had
earlier pleaded guilty and are awaiting sentence.

Gene Gotti, brother of Gambino family boss John Gotti, and John
Carneglia, a high-ranking and trusted member of the Gambino LCN family,
were convicted in May 1989 as the behind-the-scenes operators of a major
drug trafficking network that distributed heroin in metropolitan New York.

Genovese family consigliere Louis Manna and five LCN associates were
convicted in Newark, New Jersey, in July 1989 under the RICO statute of
multiple counts of murder, gambling, labor racketeering, and extortion.

An intensive seven-year FBI investigation resulted in the July 1990
conviction of DeCavalcante LCN members, including the acting boss and
their corrupt labor union associates, for their illegal control over the New
Jersey construction trades industry.

In one of the largest environmental crimes ever prosecuted in federal court,
Anthony Vulpis, Angelo Paccione, together with six related companies, were
convicted in June 1990 under the RICO statute of operating an illegal
landfill of more than 70 acres on New York’s Staten Island.

The entire hierarchy of the Patriarca LCN family, including the boss,
underboss and numerous capos, were charged in March 1990 in two Boston
and one New Haven RICO indictments with racketeering, including murder,
over a 15-year period.

A new indictment filed in New Haven in August 1990 expanded the
charges to include an allegation that Raymond Patriarca, Jr., head of the
family since July 1984, presided over a meeting of 21 members of the
Patriarca LCN hierarchy when four new members were formally inducted
into the family.

Twenty alleged mobsters were indicted in Chicago in February 1990 on
murder, extortion, and racketeering charges, following an eight-year probe.

Chicago "Outfit" and Luchese LCN family members were charged in
October 1990 in a Baltimore indictment with racketeering and money
laundering violations in Illinois and Maryland through the investment of
illicit LCN funds in legitimate businesses.

A major undercover investigation into LCN control over several St. Louis

area labor unions led to the arrests in June 1990 of seven people including
Matthew Trupiano, boss of the St. Louis LCN family.
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Thomas Pitera, a soldier in the Bonnano LCN family who is also known as
Tommy Karate, was arrested and indicted in June 1990 along with 15
members of his "crew." Pitera was charged in a 42-count indictment with
RICO violations, drug trafficking, and using firearms to commit violent
crimes. Specifically, Pitera was accused of nine murders, including that of
Wilfred (Willie Boy) Johnson, a former FBI informant. Pitera allegedly
killed Johnson as a favor to John Gotti, boss of the Gambino family.

Concluding a four-year investigation in upstate New York, three officers of
I.aborer’s Union Local 7 were charged in September 1990 with using
bribery and extortion to run the local for over 30 years. The indictment
specifically charged them with using their affiliation with Bufalino family
members Anthony F. Guarnieri and Anthony J. Mosco, Sr. to facilitate their
criminal activity.

Five months earlier, a federal court jury convicted Guarnieri, Bufalino
soldier Anthony "Big Tony" Mosco, and Laborer’s Union steward James
Converse of racketeering, conspiracy, extortion, embezzlement, bribery, mail
fraud, and tax evasion.

In May 1990, virtually the entire active hierarchy of the Colombo, Gambino,
Genovese, and Luchese LCN families were named in a Manhattan
indictment alleging organized crime control over the New York City window
replacement industry.

The charges were an outgrowth of a major FBI investigation, code-
named "Flash Act," which identified the extent of criminal control of this
labor intensive industry and the deeply entrenched pattern of racketeering
activity. Moreover, it identified more than 100 LCN members and corrupt
union and public officials and businessmen, all of whom were operating
under a veil of legitimacy.

A massive civil racketeering lawsuit was filed in February 1990 against top
officers of the International Longshoremen’s Association, several
dockworker employers, and dozens of alleged organized crime figures for
an alleged takeover of the New York and New Jersey waterfronts.

In September 1990, the New York City District Council of the United
Brotherhood of Carpenters, the largest construction workers union in the
city, and its officers were charged with aiding and abetting organized crime.

Specifically, union cfficers and organized crime figures were alleged to
have used the union and its benefit funds to conduct and profit from a
pattern of labor racketeering, including labor and benefit fund payoffs and
extortion. The District Council and its officers agreed in December 1990
to the appointment of an Independent Counsel to investigate and try union
officers and members for disciplinary violations.
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*

In a case involving money laundering and organized crime, Richard
Silberman, a prominent public and political figure in Southern California
and former chief of staff for Governor Jerry Brown; and Chris Petti, a long-
time associate of the Chicago organized crime family, were arrested in April
1989. The arrest followed the completion of two money laundering deals
totaling $300,000 with an undercover FBI agent who claimed to be a money
man for Colombian drug traffickers. Both were subsequently convicted.

ASIAN ORGANIZED CRIME

*

The On Leong Chinese Merchants Association, a national organization, and
its affiliated chapters in Chicago, Houston, and New York, and 29
individuals, were charged under the RICO statute in August 1990 in
Chicago with running a nationwide racketeering enterprise. Potential forfei-
tures resulting from this case are estimated at between $15 and $20 million.

A three-year Boston FBI investigation, code-named "Operation Shadow
Wall," led to the indictment in August 1990 of seven members and
associates of a Hong Kong Triad for engaging in racketeering activities in
Massachusetts, New York, and Hong Kong. The case is important because
it represents the first major initiative in the FBI’s Asian Organized Crime
Subprogram.
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VII: OTHER SIGNIFICANT CRIMINAL CASES

In addition to its violent and organized crime programs, the Department
remained active in fighting crime in other areas that threatened jobs, legitimate
business, and consumers.

Highlights include:

*

USX Corp. and two labor union officials were indicted in November 1989
and subsequently convicted of conspiring to pay unearned company pensions
to six union officials for the purpose of gaining concessions during labor
negotiations. As a result of this action, more than 1,700 jobs were jeopar-
dized at the USX plant in Birmingham, Alabama. Fines, restitution, and
special assessments against USX exceeded $4 million. The two labor union
officials were sentenced to imprisonment for 30 and 36 months, respectively,
and fined $6,000 each.

Five former members of the cult headed by the late Bhagwan Shree
Rajneesh were arrested abroad beginning in September 1990 and charged
with conspiracy to murder Charles H. Turner, the United States Attorney
for the District of Oregon. Extradition efforts are underway.

Young & Rubicam, Inc., one of the world’s largest international advertising
agencies, pleaded guilty in February 1990 to conspiring to violate the
Foreign Corrupt Practices Act in connection with its successful bid for a
Jamaican advertising contract. The firm, headquartered in New York City,
was fined $500,000.

Eighteen people from South Korea, Chile, Mexico, Puerto Rico, San Diego,
and Cincinnati were indicted in December 1989 and October 1990 in
Phoenix on charges of conducting an international counterfeit athletic shoe
ring. Nearly two million pairs of imitation shoes bearing the trademark
names of Reebok, Converse, Avia, and Puma were suspected to have been
sold.

In New Jersey, three former owners of a Camden County meatpacking firm
paid $1 million in fines in October 1989 for their role in a scheme to
increase the weight of packaged hams by injecting them with excess water.
Six United States Department of Agriculture inspectors were also indicted
in the case.

The National Mortgage Bank of Greece and 13 of its employees in the
United States were charged in a 31-count indictment handed up in Brooklyn
in March 1990 with accepting hundreds of millions of dollars of illegal
deposits as part of a money laundering effort.
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VIII: PROSECUTING POLLUTERS

Tough and consistent enforcement of the nation’s environmental laws, coupled
with a major strengthening of the Clean Air Act, were top Departmental priorities in
the first two years of the Bush Administration.

With the strong support of the Department, Congressional passage was won for
bringing Clear Air Act’s enforcement provisions into line with other environmental
laws. The result was the addition of felony violations, an increase in civil penalties,
and providing imprisonment for those who knowingly and negligently release
dangerous air toxins.

In the enforcement area, several firsts were registered in FY 1990:

®

151 civil Superfund cases were filed, the highest number in the history of
the Act.

A record 134 indictments were returned.

A record $29,977,508 in criminal fines, restitutions, and forfeitures arising
out of environmental wrongdoing were assessed.

For the second consecutive year, more than $1 billion in civil environmental
recoveries were recorded.

In addition, the 95 percent conviction rate and jail terms for 58 percent of
individual defendants represent significant increases over prior years. Almost half the
jail time imposed for environmental crimes has been handed down since 1989.

Key cases include:

%*

In the cleanup of dioxin contamination at Times Beach, Missouri, and 27
other sites in eastern Missouri, Syntex Corp., and its subsidiaries, agreed to
undertake corrective action costing up to $100 million, and to pay

$10 million into the Superfund program over the next five years.

Settlement in the fall of 1990 with three of five defendants in a New
Bedford, Massachusetts, Harbor Superfund site will provide $78 million for
cleanup and restoration.

A ten-count indictment against Exxon Corp. and Exxon Shipping was
brought in February 1990 stemming from the Valdez oil spill in Alaska.
This case exposes the companies to up to $600 million in potential criminal
fines.

In the largest single settlement ever obtained by the government against
one entity for violation of a federal environmental statute, Texas Eastern
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Transmission Corp. agreed, in June 1989, to clean up 89 compressor station
sites in 14 states at an estimated cost of $450 million. The company also
paid a $15 million civil penalty.

A joint United States-Mexican investigation led to the indictment of the
Laminating Co. of America, Los Angeles, and two individuals in May 1990
for violating the Resource Conservation Recovery Act (RCRA).
Specifically, they were charged with illegally transporting 80 drums, of
55 gallons each, that contained hazardous waste to Mexico from the United
States.

In a major action involving the Clean Water Act, the former plant manager
of a wastewater treatment plant in Greenville, South Carolina was found
guilty in July 1990 of discharging millions of gallons of virtually untreated
sewage into a public drinking water source and falsifying test data and
reports on the treatment plant. He was sentenced to a 33-month prison
term.

The first government employees to be convicted of RCRA violations were
three of the highest ranking civilian managers of the U.S. Army’s chemical
weapons research and development program. They were found guilty in
February 1989 of the illegal storage and disposal of very exotic and
dangerous wastes at the Aberdeen, Maryland, Proving Grounds over a
three-year period.

The Superintendent of the U.S. Army’s Fort Meade waste water treatment
plant was charged in a ten-count indictment in October 1990. He was only
the fifth federal government employee ever charged with violating environ-
mental laws.

A corporation and its vice president await trial in January 1991 in New
York on criminal charges of dumping blood vials into the Hudson River
and New York Bay in violation of the Ciean Water Act. Some of the
recovered vials contained blood infected with the hepatitis virus.

In the first conviction in the nation under the Clean Water Act’s "Knowing
Endangerment" provision, Borjohn Optical Technology, Inc. and its
president, John Borowski, were found guilty in Boston in May 1990 of
illegally dumping toxic nickel plating solution and nitric acid down a sewer
and seriously endangering their employees. Borowski received a 26-month
prison sentence, the longest jail term for an environmental conviction in
Massachusetts to date; the company was fined $50,000.
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*

Five major environmental companies operating in Western New York were
charged in February 1990 with violating the RCRA section which prohibits
the disposal of certain solid hazardous wastes in landfills. The indictment
was the first of its kind under the RCRA Landfill Ban provision.

In October 1989, 61 cities were named in judicial and administrative enfor-
cement actions for failing to control industrial discharges into their sewage
treatment systems. Many of these "pre-treatment” cases have been
settled -- including three of the largest against El Paso, Phoenix, and San
Antonio -- and substantial penalties have resulted.
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IX: INSURING EQUAL OPPORTUNITY

The major achievement of the Justice Department’s effort to expand civil rights
protection for all Americans was the enactment of the Americans with Disabilities Act
(ADA) in July 1990. The Department, which took the lead for the Administration in
working with Congress to secure passage, is now actively implementing the landmark
law.

Over the past two years, the Department has also moved aggressively to fight
hate crimes; combat discrimination in housing, voting, employment, and education.

Key actions include:

A. DISABLED AMERICANS

* Attorney General Thornburgh created a new office in the Civil Rights
Division to implement the ADA. That office is currently drafting
regulations -- due out in February 1991 -- for state and local governments
and more than four million places of public accommodation. It will also
advise them on compliance with the statute. The ADA provides
comprehensive protection for persons with disabilities in the context of
employment, access to buildings, and access to transportation.

The Division is also working to inform the general public, including
persons with disabilities, about the new law.

* On behalf of the severely disabled -- those confined in institutions -- the
Division has forced the correction of dangerous unconstitutional conditions
in state institutions in California, Louisiana, Kansas, and Oregon. Efforts
are also underway to correct dangerous conditions in state institutions in
Connecticut, Colorado and the District of Columbia.

B. HATE CRIMES

The Department significantly increased its efforts to identify and prosecute
perpetrators of hate crimes -- acts of violence or intimidation motivated by racial,
ethnic, or religious hatred -- and to improve the reporting of such crimes with the
following results:

* In 1989, more than twice as many cases and almost twice as many
defendants were prosecuted on federal charges for hate crimes than in any
previous year.

* In 1990, the Department had a 100 percent success rate in prosecuting hate
crimes.
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To date, 38 Skinheads in Nashville, Dallas, and Tulsa have been prosecuted
on federal charges for interfering with the civil rights of minorities and
Jewish individuals. Their crimes included the desecration of two synagogues
with swastikas and anti-semitic slogans, and the intimidation and assaults
of Black, Hispanic, and other minority citizens. The Department is also
investigating racist Skinhead gangs in a number of other cities.

Three white supremacists associated with the Aryan Nation’s organization
were convicted in October 1990 of conspiring to explode bombs outside a
Seattle nightclub frequented by homosexuals.

The Department has also prosecuted individuals not associated with any
organized group for committing hate crimes. Recently, four men were con-
victed of firebombing the home of a Black family in a white neighborhood
in Baltimore; a Los Angeles man was convicted of shooting into the home
of his Black neighbors, wounding an elderly woman; a New Jersey television
reporter and his mother pleaded guilty to threatening a young Chinese
woman who sought to purchase a house they wanted to buy; and five
California men pleaded guilty to threatening a Jewish pawn shop owner
whom they had harassed and threatened to kill in several hundred phone
calls to him.

The Department worked closely with the White House and the Congress
to win passage of the Hate Crimes Statistics Act, signed into law in April
1990, which provides for the nationwide collection of hate crime statistics.
The availability of this new data will help increase public awareness of
racial, ethnic, sexual preference, and religious intolerance and will
encourage greater efforts to combat hate crimes at the state and local
level, complementing similar efforts under federal civil rights laws.

The Department’s Community Relations Service (CRS) has increased its
efforts to monitor and defuse hate violence and conflicts involving
minorities. In April 1990, a toll-free hotline (800-347-HATE) was
established to record incidents of harassment and hate violence.

In addition, active tracking by CRS has recorded a disturbing increase
in racial conflicts between minority groups. For example, during FY 1989,
CRS recorded 75 incidents of racial/ethnic conflict between Blacks and
Hispanics, up from 61 in FY 1988. During the first half of FY 1990, CRS
recorded 56 incidents, up 37 percent from the first half of FY 1989.

This trend was dramatically displayed through a series of serious
Black-Hispanic clashes in Miami. The same trend is being repeated
throughout the Southwest where Hispanics have gained political power, and
in various parts of the Southeast and Northeast where Blacks have made
political gains. Other conflicts have occurred between Asians and Blacks
in New York City and other areas.
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In an effort to better understand this situation, and develop ways to
avoid these confrontations in the future, CRS sponsored two dialogues in
1990: An Asian-Black Dialogue in Washington, D.C., and a Black-Hispanic
Dialogue at Harvard University.

A primary goal of the 1990 dialogues, and .of a planned national
dialogue scheduled to take place in 1991 or 1992, is to facilitate the
establishment of minority coalitions throughout the country and to develop
new ways of peacefully resolving disputes between minority groups at the
local level.

C. HOUSING

The Civil Rights Division has more than doubled its filing of housing
discrimination lawsuits and has obtained more than $800,000 in compensatory and
punitive damages and civil penalties under a toughened Fair Housing Act that took
effect in March 1989. The Act’s amendments also protect families with children and
the handicapped against housing discrimination.

The Department’s actions include:

* 23 new cases alleging housing discrimination against racial minorities.

* 50 cases challenging housing discrimination against families with children.

* 14 cases alleging housing discrimination against the handicapped.

Successes include:

*

Cases brought in Illinois and Pennsylvania against local zoning provisions
which blocked group housing for developmentally disabled persons who
were capable of living successfully in group settings.

Cases against three Virginia landlords for refusing to rent apartments to a
drug treatment program for use by persons who had been in a closely
supervised treatment program for a year without using any drugs or alcohol.

D. VOTING

*

The Division successfully challenged the 1981 redistricting of the Los
Angeles County Board of Supervisors that discriminated against Hispanic
voters. The Supreme Court in January 1991 let stand the lower court’s
ruling in this case, the largest and most extensive civil rights case ever
litigated by the Department.
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*

In the fall of 1990, the Civil Rights Division challenged Georgia’s require-
ment for a runoff election whenever no candidate gains a majority of the
votes cast in an election. This is part of the Division’s effort to eliminate
runoff elections in areas where they discriminate against minority
candidates.

Voting rights cases have recently been filed in Alabama, Louisiana, and
Texas as part of the Division’s effort to end discrimination in the election
of judges at the state and local levels.

The Division has obtained agreements with Arizona and New Mexico
requiring them to provide election information to Native Americans whose
language is unwritten.

E. EMPLOYMENT

*

Within the past year, the Department made significant progress in getting
the New York State Police, the Nassau County Police Department, the
State of New Jersey Personnel Department, and the Buffalo, N.Y., Police
and Fire Departments to eliminate discriminatory personnel selection
policies and practices.

Efforts are also underway to attain lawful selection procedures for positions
in public service in San Francisco; Jackson, Mississippi; and Birmingham
and Montgomery, Alabama.

Since January 1989, the Department has successfully achieved back pay
awards of more than $13 million for job discrimination.
Highlights include:

- A $9 million award to more than 600 Black, Hispanic, and female
police officers whose careers were hurt by a discriminatory promotion
system in the Chicago Police Department in the 1970s.

- $3 million to about 800 Black applicants who were denied employment
with the Mississippi Public Welfare Department in the 1970s.

-~ $500,000 to ab