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APPENDIX

''his Appendix contains submissions for the record pursuant to
offers made kv the witnesses and specific requests made by the
Committee during the Oversight Hearings on Narcotics Abuse aud
Giarent Federal and International Narcotics Control Efforts. These
hearings were held in late September, 1976.

Also found in this Appendix is information and correspondence
from agencies which did not testify at the hearings.

U.8. House oF REPRESENTATIVES,
SerLecr CoMMITTEE ON Narcorics ABUskE AND CONTROL,
Washingion, D.C., Oclober 15, 19786.
Mr. FrepERrIcKk C. FEHL,
Assistant Director, Federal Bureau of Investigaiion,
Washington, D.C.

DEear Mr. FEaL: The Committee appreciates your response of October 8, 1976
to the questions posed by Congressman Rangel during your appearance before
the Committee on September 21, 1976. In further clarification and for purposes
of completing the Commitiee’s oversight report, would you please furnish the
information requested below:

1, From FBI intellicence, what are the major narcoties traffic areas (gelling/use)
in the United States? What is the ethnic composition (Black, Hispanic, and other)
of these population areas?

2. The number and brief description of cases of those suspects, who, having
violated other Federal law, were also involved in narcotics law violations, given
by the FBI to DEA or any other responsible agency with investigative authority,
Federal, state or local,

3. How does the FBI determine, or what criteria is used to assign a case of the
above type to the U.S. Attorney’s Office or a local or state prosecutor? If the
ﬁe appg?ars to be of the conspiracy class does it automatically go to the U.S.

orney

4. How can the overlapping enforcement jurisdictions of FBI, DEA, and
Customs better function to facilitate the exchange of information?

5. Please list the accomplishments (indicated as excellent in your testimony)
that have accrued from ‘“the development and timely dissemination of intelligence
data concerning illicit drug trafficking”, and those furnished pursuant to the
January 1976 FBI directive.

6. What reasons and what continuing problems, if any, have been reported by
Special Agents in Charge, for non-response concerning accomplishments in nar-
cotics areas.

7. What was the in.petus of the 1972 notice to FBI field offices, since Re-
organization Plan No. 2 was not signed by the President until March 28, 19737

8. With reference to the above notice, would you indicate the nature of the
“stepped up liaison with other law enforcement agencies’, that resulted and which
differed frory what existed prior to the notice.

9. Since “stepped up liaison’ was for purposes of ‘facilitating the exchange of
data” at field level, did notice to field offices after establishment of DEA “to
channelize all narcotics intelligence data through Narcotics Coordinator to
DEA” indicate that mechanisms established pursuant to the 1972 notice were no
longer to function?

(1)
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10. In FY 75-76, what did the ¥BI perceive as being done differently with
respect to dissemination of information to other agencies, ““with particular em-
phasis on DEA” as specifically stated in your testimony and in connection with
earlier statements in your testimony that:

a. Reorganization Plan No. 2 included a role for FBI which authorized
DEA to draw on FBI’s “expertise and resources” in organized crime drug
trafficking cases; and

b. FBI is to play major role with local and state narcotics agencies by
development and {imely dissemination of intelligence data with respeet to
illicit drug trafficking.

11. What is the nature and scope and how has FBI capitalized on its growing
experience in gathering drug intelligence?

12. What has been the result of the decentralized approach to the dissemination
of collected data “promptly furnished to appropriate ageney”?

13. What has been the result of the regular meetings hetween the FBI nar-
cotics coordinator, you and DIZA “that have been fruitfui?”

14, What are the specific insights and problems gained of DEA and the law
enforcement community a3 a whole that acerued as a result of conferences with
DIEA and the professional organizaiions listed in your testimony?

15. Give a break-down of the arrests and convietions, if any, that account for
the 540,901,000 worth of confiseated narcotics and the speeilie dissemination
effory that led to tue arrests and/or seizures,

16. With reference to the specific “other assistance” rendered to DEA, what
are the idenfifiabic results?

17, With all the interaction asz detailed in vour testimeny, why has the ¥B1
request for identities and photograpis of major Class I domestie fugitives, cote.,
been so recent that DINA is just now in the process of furrishing this information.

18. What would he your Ageney's reaction to legislation mandating o more
aﬁtixiu éo{}e far the FBI in narcotics enforcement within the continental limits of
the U.8.7

Your responses to these inquiries will greatly facilitate the werk of this Com-
mittee.

Thank you for your cooperation.

Sincerely,

Josepr L. NELLIS,
Chief Counsel.

DerARTMENT oF JUSTICE,
Wasiinglon, D.C., November 25, 1976.
Mr. JosEru L. NuLuis,
Chief Counsel, Selcct Commiltee on Narcotics Abuse and Control, U.S. House of
Representatives, Washington, D.C.

Dxanr Mz, Neriis: This is in vesponse to your October 15, 1976 letter addressed
to Frederick C. Fehl requesting answers to 18 auestions raised by Mr. Fehl's
testimony of September 21, 1976, .

I am enclosing n memorandum prepared by the Federal Bureau of Investigation
for your information.

If I may be of further assistanee, please feel free to call upon me.

Sincerely,
Micrarn M. UHLMANY,
Assistant Attorney General.
Enclosure.

U.S. DEPARTMENT OF JUSTICE,
Feprran BUREAT OF INVESTIGATION,
Washington, D.C., November 18, 1976.

TrsTiMoNY BEFORE TaE Housk Sericet Commrtrin oN NARCOTICS ABUSE AND
ConNTRrOL ON SEPreEMBER 21, 1976

By letter to_Assistant Director Frederick C. Fehl, Federal Bureau of Investi-
gation, dated October 15, 1976, Chief Counsel Joseph L. Nellis, Select Committee
on Narcotics Abuse and Control, United States House of Representatives,
requested the answers to 18 questions raised by Assistant Director Fehl’s testi-
mony of September 21, 1976. The following is a list of Mr. Nellis’ questions and
the answers thereto:



Question 1. From I'BI intelligence, what are the major narcotics traffic areas
{(selling/use) in the United States? What is the ethnic composition (Black, Hispanie,
and other) of these population areas?

Answer. The FBI does not have in its possession information pertaining to
major areas of narcotics use or the ethnic composition of these areas. It is sug-
(gf;;eg) that you direct this question to the Drug Enforcement Administration

Question 2. The number and brief description of eases of those suspects who,
having violate other Federal law, were also involved in narcotics law violations,
given by th. #¥BI to DEA or any other responsible agency with investigative
authority, I':deral, state, or loeal.

Answer. in Assistant Director TFehl’s May 10, 1976, appearance before the
Commission on the Review of the National Policy Toward Gambling, Assistant
Director Fehl testified that FBI records show that 14 percent of all known
Syndicate gambling operators also deal in narcotics, In the course of its organized
erime investigations, the Bureau disseminates numerous items to Federal and
state narcotics control authorities, During the past two fiscal years, for example,
we disseminated a total of more than 50,000 such items, leading to some 2,500
arrests hy the recipient agencies and th- confiscation of more than $60,000,000
worth of cash, property, weapons, and illieit drugs.

(eestion 3. How does the FBI determine, or what criteria is used to assign o
care of the above type to the U.S. Aitorney’s Office or a local or state prosecutor?
If the case appears to be of the conspiracy class, does it automatically go to the
U.8. Attorney?

Answer. The FBI investigates only those cases which fall witbin its investigative
jurizdiction. Once sufficient facts have been developed, the case—be it a con-
spiraey-type violation or other—is presented to the appropriate United States
Attorney for a prosecutive opinion. Information which indicates a violation
falling within the jurisdiction of ancther Federal, state, or local agency is im-
medintely disseminated to that agency.

Question 4. How can the overlapping enforcement jurisdictions of FBI, DEA,
and Customs better function to facilitate the exchange of information?

Answer. The FBI does not have overlapping jurisdiction with either DEA or
the United States Customs Serviee, although we do often have an investigative
interest in the same criminals or groups of criminals. This is the basis for the
development of much of the dissemination data mentioned in response to Question
Number 2 above,

Questivn §. Please list the accomplishments (indicated as excellent in your
testimony) that have accrued from ‘‘the development and timely dissemination
of intelligence data concerning illicit drug trafficking,” and those furnished
pursuant to the January 1976, FBI dircetive.

Answer. Since the inceptfion of our intensified development of narcotics in-
formation for dissemination, other agencies have recorded a number of highly
significant accomplishments based on assistance provided by the FBI. The
following is a partial listing of these accomplishments:

A source of our New York office provided precise data relating to the smuggling
of “speed” from Canada to the United States. This information was disseminated
to DISA which conducted a joint investigation with the Royal Canadian Mounted
Police (RCMP). On June 22, 1974, the RCMP conducted a raid at a cottage
approximately 100 miles north of Toronto and arrested three individuals and
seized 85 pounds of “speed”’ valued at $1,275,000. The individuals arrested were
prime subjects of this lengthy investigation which had been a special project for
.lDEA and the RCMP. .

On February 5, 1975, the Los Angeles Police Department arrested two indi-
viduals for operating a clandestine laboratory for the preparation of PCP, an
hallucinogen. One hundred pounds of PCP and hashish and cocaine were recovered.
The estimated street value of the material seized was $3,000,000.

On February 25, 1975, the Los Angeles County Sheriff’s Office arrested six
individuals and recovered narcotics with an estimated street value of $1,000,000.

DEA in New York City reported that during the early morning of March 30,
1975, Colombian authorities arrested an individual in possession of three kilos
of cocaine. DEA estimated that the street value at the addict level could have
reached $1,000,000 if this shipment had been delivered to the United States.
This information was based on FBI source information.

A source of our Detroit office provided information which, when disseminated,
enabled the Michigan State Police to recover hashish oil with an estimated street
value of $1,000,000. During May 1975, other sources of the Detroit office made
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available information which enabled the Michigan State Police to make ten local
a£r§§1isso% Sxarcotics charges and recover narcotics with an estimated street value
0. ,000.

A source of our Detroit office on April 3, 1975, provided information concerning
a major Michigan drug trafficker, which was disseminated to the Michigan State
Police. Investigation resulted in the arrest of five persons and the seizure of
$270,000 worth of illicit narcotics.

On January 21, 1976, a source of our New York office furnished information
which was disseminated to the New York City Police Department and to DEA.
As a result of this i»formation, $10,000 worth of heroin was seized by local au-
“f“ifmﬁ's I;iS well as one arrest. DEA made 12 arrests and seized $4,000,000 worth
of hashish.

Information developed by our Los Angeles office was disseminated to DEA
on February 6, 1976. This information resulted in the arrests of six individuals
and the recovery of $15,000,000 worth of heroin. In addition, our Los Angeles
office developed information which, when disseminated to the Los Angeles Police
Department in late February 1976, resulted in 25 arrests and the seizure of three
kilos of cocaine valued at $2,368,750.

As o result of information furnished by a source of our Detroit office on Marecl. 5,
1976, the Michigan State Police arrested 11 individuals and seized $2,000,000
worth of illicit narcotics.

On July 13, 1976, as o result of information furnished by a confidential source
of the FBI, five arrests were made by DEA agents in Miami, Florida, and cocaine
totaling éxpproximately 30 pounds (and valued at approximately $8,000,000) was
recovered.

In a recent investigation conducted by our Chicago office, a confidential source
was developed who was in a position to furnish detailed and specific information
concerning large-scale illicit trafficking in heroin in the City of Chicago. This
sourece was turned over to DEA and the Chicago Police Department. Based on
information furnished by this source, DEA and the Chicago police arrested six
individuals, including a well-known narcotics distributor and seized 17 pounds
of heroin with a street value of $15,000,000.

Recently, a cooperative source and potential witness was developed by our
Washington Field office. In addition to detailed data he possessed regarding
matters within the Bureau’s jurisdiction, the source indicated that he had de-
tailed information regarding major narcotics traffickers. When asked to cooperate
with DEA investigators, he was adamant in his refusal to do so. Washington
Field offiee established a close rapport with this individual and encouraged him
to assist DEA as well ag the FBIL

One of the investigations in which he claimed to have precise knowledge in~
volved major narcotics traffickers operating out of southern Florida. When the
source refused to accompany DEA agents to Miami without Bureau representa-
tives accompanying him, the FBI authorized two Agents to go along as a coopera-
tive measure. DEA has expressed appreciation for this assistance and its effect
on the anticipated prosecution of major narcotics violators.

In connection with & major investigation with respect to payoffs to Indianapolis
Police Department officers in narcotics matters, our Indianapolis office provided
extensive data to DEA which enabled them to obtain Title IIT authorization.
Subsequently arrests and searches were made in a joint operation by DEA,
Indiana State Police, and local authorities.

In April 1975, FBI Agents, while interviewing a source, prevailed upon this
source to meet with a selected DEA official in order to relate facts concerning
his knowledge of narcotics and facts concerning corrnption within DEA. Based
partially on information supplied to DEA by the source, 33 individuals were
Indicted by a Federal Grand Jury in New York for importing and distributing
m(l)re than a ton of heroin and cocaine worth more than $100,000,000 in street
sales.

Question 6. What reasons and what continuing problems, if any, have been
reported by Special Agents in Charge, for non-response concerning accomplish-
ments in narcotics areas?

Angwer. Since our communication to all field offices in January of this year,
instructing Special Agents in Charge to follow dissemination matters closely
and report to FBI Headquarters any instance of nonresponse by the recipient
agencies, there have been no indications of any such lack of cooperation on the
part of other agencies.

Questions 7 and 8. What was the impetus of the 1972 notice to FBI field offices,
iin';:g?Reorgunization Plan No. 2 was not signed by the President until March 28,
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With reference to the above notice, would you indicate the nature of the
“stepped up liaison with other law enforcement agencies,’” that resulted and which
differed from what existed prior to the notice.

Answer. The FBI has always, as a matter of policy, disseminated to other
agencies information obtained from the debriefing of sources and subjects in
FBI investigations. Early in 1972, hcwever, we became aware of the increasing
gravity of the narcotics problem in the United States and decided to do something
about it. As a result, we ordered the immediate stepped-up liaison with Federal,
state, and local agencies handling narcotics matters in order to facilitate the
exchange of data relating to illicit drug operations.

As an example of this cooperation, information obtained by the FBI from a
confidential source and relayed to the Bureau of Narcotics and Dangerous Drugs
(BNDD) led to the January, 1972, arrests of nine narcotics smugglers in the
Miami, Florida, area and the seizure of heroin with a “street value” of $76,000,000,
the largest heroin seizure in history up to that time.

Question 9. Since “‘stepped up liaison” was for purposes of ‘“facilitating the
exchange of data’ at field level, did notice to field offices after establishment of
DEA ‘“to channelize all narcotics intelligence data through Narcoties Coordinator
to DEA” indicate that mechanisms established pursuant to the 1972 notice were
no longer to function?

Answer. Prior to the appointment of a narcotics coordinator in each FBI field
office, all information obtained from FBI investigations concerning marcotics
matters was disseminated directly by our case Agents to the appropriate law
enforcement agency either orally or by letter depending on the exigencies of the
situation. In 1972, ¥BI Headquarters advised all field offices that the U.S. Govern-
ment, through an Executive Order, had intensified its fight against illicit drug
traffickers and that the prompt dissemination of narcotics information was
absolutely necessary. In order to facilitate this stepped-up liaison with other law
enforcement agencies and the exchange of data relating to illicit drug operations,
each office was instructed to designate a Special Agent to serve in aliaison capacity
as a narcotics coordinator with other Federal, state, and local agencies, and a
National Narcotics Coordinator was appointed at FBI Headquarters. The
appointment of a coordinator in each office thereby facilitated the dissemination
of information being developed by FBI sources in view of the fact that one man
was now in a position to determine the effectiveness of information being developed
concerning illicit narcotics trafficking within the particular field division.

Question 10, In FY 75-76, what did the FBI perceive ag heing done differently
with respect to dissemination of information to otber agencies, “with particular
emphasis on DEA” ag specifically stated in you: testimony and in connection
with earlier statements in your testimony that:

a. Reorganization Plan No. 2 included a role for FBI which authorized
DEA to draw on FBI’s ‘“‘expertise and resovrces” in organized crime drug
trafficking cases;

b. FBI is to play major role with local and state narcotics agencies by
development and timely dissemination of intelligence data with respect to
illicit drug trafficking.

Answer. Reorganization Plan No. 2 of 1973 established DEA as the leading
Federal drug agency in the Department of Justice and included a role in drug
enforcement for the FBI whereby DEA. was authorized to draw upon the FBI's
expertise and resources in organized crime drug trafficking cases without the
FBI assuming responsibility for Federal drug enforcement.

The objective of this program is for the FBI to play a major role in assisting
DEA and local and state narcotics control agencies throughout the United States
by the development and timely dissemination of intelligence data concerning
illicit drug trafficking.

The main assistance furnished by the FBI under this program has been through
the intensified debriefing of our sources and subjects involved in FBI investiga-
tions relative to violations within our jurisdiction as well as to other Federai,
state, and local agencies.

Question 11. What is the nature and scope and how has FBI capitalized on its
growing experience in gathering drug intelligence? .

Answer, Since Congress injected the FBI into the fight against organized crime
with a series of new statutes in 1961, our experience has grown to embrace a wide
range of intelligence data cbtained from national and international investigations,
the use of Agents in undercover capacities, and the debriefing of numerous indi-
viduals with the inner workings of the organized underworld. This growing
expertise on the part of our Agents has enabled them to more effectively interro-
gate witnesses, subjects, and informants about narcotics matters and to better
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evaluate the information thus received. In return, we think this increased over-
view of criminal operations has served to enhance our own investigative activities
in fields other than narcotics.

Quesiion 12. What has been the result of the decentralized approach to the
dissemination of collected data ‘‘promptly furnished to appropriate ageney?”’

Answer. The horizontal—or decentralized—approach to dissemination makes
possible a more rapid and effective exchange of information between agencies
on & local level than would a vertical-——or centralized—approach, wherein in-
formation is gathered locally and forwarded through channels until it is dissem-
inated at the national headquarters level.

Question 13. What has been the result of the regular meetings between the
FBI narcotics coordinator, you, and DEA ‘‘that have been fruitful?”

Answer. As a result of meetings between the ¥BI National Narcotics Co-
ordinator, Assistant Director Fehl, and various DEA officials, a close rapport
and working relationship has been developed for cooperation on both the national
and local levels. It has helped establish & smooth channel of comraunications
between the two agencies and provided for a faster, more effective exchange of
intelligence data and a closer working relationship.

Quesiion 14. What are the specific insights and problems gained of DEA and
the law enforcement community as & whole that accrued as a result of conferences
with DEA and the professional organizations listed in your testimony?

Answer. As Assistant Director Fehl pointed out in his testimony of Septem-
ber 21, 1976, these conferences enabled us in the FBI to gain a greater insight and
develop an understanding of the problems experienced by DEA and the law
enforcement community as a whole in performing a multiplicity of duties. In
%a.rticula.r, these conferences have reinforced the long-standing position of the

BI that mutual cooperation by Federal, state, and local law enforcement agencies
is absolutely essential in the fight against organized crime.

One of the groups referred to by Assistant Director Fehl in testiraony is the
Cabinet Committee for Drug Law Enforcement (CCDLE), which is responsible
for the coordination of all policies and activities of the Federal Government relating
to drug law enforcement. The CCDLE, of which the FBI is a memler, is pregently
concentrating its attention on bringing about o total law enforcement effort
against illicit drug trafficking.

Quesiion 15. Give a breakdown of the arrests and convictions, 1f any, that
account for the $40,900,000 worth of confiscated narcotics and the specific dis-
semination effort that led to the arrests and/or seizuves.

Answer. Actually, the estimate of “some $40,900,000” in Assistant Director
Fehl’s testimony turned out to be slightly conservative.

In Fiscal Year 1976, the FRI disseminated 24,324 items of narcotics intelligence
information to other agencien, resulting in 553 Federal arrests, 530 local arrests,
and 136 state arrests, as well as the confiscation of $27,574,335 of narcotics-related
items by Federal authorities, $6,156,650 by local authorities, and $9,258,275 hy
state authorities. The FBI dnes not have in its possession information pertaining
to the number of convictions resulting from above arrest figures.

Question 16. With reference to the specific ““other assistance” rendered to DEA,
what are the identifiable results?

Answer. During the recent past, out Detroit and Cleveland offices, in con-
junction with DEA agents, obtained court-ordered clectronic surveillance cover-
%ge ﬁiin a major investigation involving organized gambling and illicit narcotics

raffic.

Our Los Angeles and Chicago offices have recently completed an investigation
in which the subjects were alleged to be involved in numerous Federal violations,
including Interstate Transportation of Stolen Property and narcoties violations.
This matter, which involved the use of Title III coverage, was coordinated with
the local DEA office.

Other assistance has ranged from the conduct of name checks and polygraph and
lab examinations for DEA to participation in mutual conferences and training
programs,

Question 17. With all the interaction as detailed in your testimony, why has the
FBI request for identities and photographs of major Class I domestic fugitives,
etc., been so recent that DEA is just now in the process of furnishing
this information?

Answer. As pointed out in his testimony on September 21, 1976, Assistant
Director Fehl learned on July 19, 1976, that DEA was making the above-referred .
list available to the Internal Revenue Service for investigative purposes. At the
time Assistant Director Fehl personally became aware of the fact that such a
compact list existed, he requested this list be made available to the FBI.
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Question 18. What would be your agency’s reaction to legislation mandating a
more active role for the FBI in narcotics enforcement within the continental
Yimits of the U.8.?

Answer. As far as the ¥BI taking a more active role in the enforcement of drug
laws, here again, we have not asked, nor have we sought this responsibility.
There are many contingencies to consider prior to our taking a more active part in
narcotics enforcement.

In view of the fact that all legislative matters and proposals pertaining to the
FBI are handled by the U.S. Department of Justice, it is suggested that you
direct this question to the Department for its consideration.

U.S. HousE oF REPRESENTATIVES,
Serect CoMMITTEE ON NARCOTICS ABUSE AND CONTROL,
Washington, D.C., October 15, 1976.
Hon. Jay C. WALDMAN,
Deputy Assistant Altorney General,
Criminal Division, Department of Justice, Washington, D.C.

Dear Mz. Waroman: While some of the information previously requested by
Congressman Rangel has been responded to by Mr. Fehl, there are specific
questions that remain unanswered, as well as some areas surfaced by the Com-
mittee that need further clarification. The Committee, in the interests of its
responsibility would appreciate your response to the information requested below,
at your earliest convenience:

1. How many outstanding cases of bail-jumping in major narcotics cases under
Federal jurisdiction are there for 'Y 1975 and 1976 only?

2. The problems that have surfaced in discussions with IRS personnel that
they view ag hampering their involvement and cooperation with Justice, DEA,
and the FBI in drug law intelligence gathering and enforcement activity.

3. The view of the Department as to what and how a special tax unit located
in IRS would work with Justice, DEA and the FBI in drug law intelligence and
enforcement.

4. What is the nature of the agreement between the NDD Section and IRS?
Since this agreement exists, what is the difficulty that has prevented IRS or
Justice from requesting the “sophisticated investigation that traces the frail of
funds and money . . . that IRS is uniquely able to do?”’

5, How was the NDD/IRS agreement effected?

6. Since no LEAA money is available and the Controlled Substances Units
“are up to their eyeballs”, what is DEA’s proposal for methods of handling local
backlog cases, that you indicate “would have to be done”, if the U.S. Attorney’s
Office r;vas the only alternative to no prosecution of drug violators by local prose~
cutors

7. With what countries and what is the nature and scope of agreements with
foreign countries who have consented to prosecute on evidence gathered in the
United States?

8. Which of the Federal agencies that have some kind of jurisdiction regarding
drugs are not now cooperating as are “most of the agencies” as indicated in your
testimony?

9. What is the nature of the improvement in relations with the State Depart-
ment and what foreign governments have been receptive to the extradition of
international violators to this country? Do you contribute to efforts at securing
extradition treaties?

10. Do the FBI Legal Attaches in the courses of investigative activity allowed
in foreign countries, disseminate any narcotics intelligence uncovered abroad?
How has the past conflict between the two agencies impacted adversely on Cus-
toms’ ability to interdict at the borders? Is there a record of numbers of cases
turned over to DEA of this type? Please supply numbers and names of cases
turned over by the Legal Aftaches to other enforcement agencies,

11. What is the status of the transfer of INTERPOL’'S coordination functions

into Justice?
. 12. Do members of the Cabinet Committee as listed have the power to commib
their agencies, or do they merely go back with the group’s recommendations?
How is it suggested that this Commitiee willi be able to enhance inter-ageney
cooperation? What is the relationship between the Cabinet Committee and the
Working Group?
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13. How would the Justice Department react to the formation of a Narcotics
Control Section within Justice to coordinate input from FBI, DEA and Customs
for the purpose of periodic intelligence exchange as well as arrests and prosecutions
of narcotics traffickers?

Finally, what legal techniques are available, in the opinion of the Department,
other than the making of conspiracy cases, for prosecuting Class I violators‘}
Have any other such techniques, if they exist, been attempted? If so, please detail.

The Committee and its Chairman are especially grateful to you for your
cooperation and your willingness to assist us in our difficult task, and for your
personal helpfulness on a number of occasions. We apologize for the length and
often burdensome nature of our requests for information but are certain that you
and the Department fully understand our requirement for information, this being
the first Committee of its kind ever created by the House mandated to find a
rational drug abuse policy, if one exists.

Sincerely,
Joseru L. Neruis, Chief Counsel.

e .

DEPARTMENT OF JUSTICE,
Washington, D.C., October 29, 1976.
Mr. Josrpr NELLIS,
Chief Counsel, House Select Commiliee on Narcotics Abuse and Enforcement,
Washington, D.C.

Drar Mgz, NerLs: In partial response to your questions of September 28, 1976,
directed to me we are pleased to be able to provide you the following information:

In response to Representative Burke’s question concerning the current status
of defendants indicted in a case in the Southern District of New York involving
thirty-three (33) traffickers which was assisted by information provided by an
informant of the Federal Bureau of Investigation, we can identify the traffickers
involved in the case as:

Alvarez, Juan Antonio Guarino, Leo Parker, Michael
Alvarez, Nelson Eddy Hightower, William Reynolds, Ann
Bonilla, Raphael Hillard, Stanley Rodriguez, Angele
Brightman, Bernard Intersimone, Sebastian Sampson, Joseph
Capra, John G. Jones, Albert Sampson, Lois
Cowper, Charles Laws, James Schennault, Yvonne
Davis, Thomas Mitchell, Lawrence Sureda, Jose
Della Cava, Stephen Morgan, John Williams, Alfred
Dummore, Marion Morris, John Wilson, Don
Foster, Sidney Moton, Francis Yaujar, Eduardo
Glaze, Solon O’Dowod, Donald Yaujar, Lasaro

The cases against Eduardo Yaujar and Lasaro Yaujar have been dismissed as
there is insufficient evidence to prosecute them. Of the thirty-one (31) remaining
defendants, twenty-two (22) are currently being tried. Nine (9) defendants have
either fled, pled guilty or had their trials severed for various reasons. Prior to the
trial, twenty-five (25) of the defendants were released on bail.

The case involves the distribution of heroin and cocaine in wholesale quantities
by the defendants. They are variously charged with conspiracy to distribute
heroin and cocaine in violation of 21 U.S.C. § 846 and 21 U.S.C. § 174 and with
numerous substantive distributions of heroin and cocaire in violation of 21
U.8.C. § 841. Additionally, Francis Moton and Juan Antonio Alyarez are charged
with engaging in a Continuing Criminal Enterprise in violation of 21 U.S.C.
§ 848. A copy of the indictment is herewith enclosed.

Since the cases against the various defendants are still in trial, or pending, the
Department of Justice at this time has no further information for release to the
rublic on the activities of the indicted individuals.

In response to the questions raised by Representative Rangel concerning
minority group agents, we can advise that as of the closc of the third quarter of
Fiscal Year 1976, the Drug Enforcement Administration employed as Special
Agents 322 minority group members, or 15.7% of the agent force of 2,200; there
were 131 Blacks, or 6.4% of the agent force; 8 American Indians, or 0.4%, of the
agent force; 24 brientals, or 1.29, of the agent force. Additionally, there were 21
female Special Agents, or 1.1% of the agent force.
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The Drug Enforcement Administration does not assign Special Agents to
perform intelligence gathering activities per se, either in inner city areas or else-
where. Rather, all §pecial Agents in the course of their enforcement duties,
collect what could be described as intelligence data on drug traffickers and traffick~
ing groups. That data is analyzed by intelligence analysts in the Drug IEnforcement
Administration Regional offices and at Drug Enforcement Administration head-
quarters and the results of that analysis made available to all appropriate agents
in the investigation of drug law violators.

Concerning the Committee’s inquiries on extradition matters, it can be said
that all countries with whicki we have had occasion to deal with in the narcotic
field have becn cooperative.

In a very few instances, the precise extradition results desired by the United
States have not been accomplished. This is a function of the individual treaty
of extradition currently in force between the United States and the foreign
Government from which extradition is desired. Usually the problem is one of the
age of the treaty, which, when negotiated forty (40), fifty (50) or more years
ago, did not include drug law offenses among the enumerated crimes for which
extradition is available. As a result of the failure of many older treaties to enu-
merate drug offenses as extraditable, some nations do decline to surrender persons
whose extradition is sought.

In this context, it would be noted that the United States is equally precluded
from surrendering persons for extracdition if the offense for which they are sought
is not enumerated in the relevant treaty.

The Department of State is currently engaged in a program of re-negotiation
of extradition agreements, between the United States and various foreign Govern-
ments to cover drug law violations.

With reference to foreign prosecutions, it must be recognized that the United
States, as a common-law country, utilizes a legal system that differs fundamentally
from the civil-law/Napoleonic/Roman law systems in use in many of the countries
where there is significant drug trafficking. As a result of those differences, some
things that can be accomplished under the United States’ system of laws cannot
be accomplished under a foreign system, regardless of the good will and spirit
of cooperation on the part of various foreign officials. Conversely, some things
which are totally alien to our Anglo-Saxon concept of criminal law are natural
parts of some foreign countries judicial systems, e.g., the concept that an accused
is presumed guilty until proven innocent, or the extensive use of hearsay testi-
mony, in the form of sworn affidavits, in place of live testimony subject to cross-
examination.

Bearing in mind the problems involved, we have had notable successes with
foreign prosecutions undertaken by the United States with Mexico. There has
been less success elsewhere.

We are endeavoring to assemble the necessary data to respond to the Com-
mittee’s other questions concerning the results of case referrals by the Bureau
of Customs to the Drug Enforcement Administration during Fiscal Year 1976
and the total number of bail jumping cases and the percentage of those cases
where the underlying charge is a narcotics offense, That data is not currently
available in the form in which the Committee has requested it; as soon as we can
assemble i%, we will be in further contact with you.

Sincerely,
Jay C. WALDMAN,
Deputy Assistant Attorney General,
Criminal Division.

DBpARTMENT OF JUSTICE,
Washington, D.C., November 12, 1976.
My, Josepr L. NELLIS, ’
Chief Counsel, Select Commitice on Narcotics Abuse and Control, U.S. House of

Representatives, Washington, D.C.

Dxar Jor: I am writing in response to your letter to me of October 15, 1976,
which made its way to me on October 27th. In the form of fourteen questions, you
have asked for some rather broad supplemental information and policy evaluations
relative to our narcotics enforcement activities. As such, you will appreciate that a
meaningful response will require some time and effort. I have forwarded your
requests to the Narcotic and Dangerous Drug Section and have asked Deputy
Secction Chief Morton Sitver to coordinate the gathering of data and views relative
to your inquiries. This will be processed as expeditiously as possible, and I will
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furnish you with as thorough a response as possible, as soon as possible. I wili
also be talking to the relevant people about some of the policy considerations
suggested by some of your questions, and will see that this is factored in to our
response to you.

Sincerely,

Jay C. WALDMAN,
Deputy Assistant Aitorney General,
Criminal Division.

DEPARTMENT OF JUSTICE,
Washinglon, D.C., January &, 1977.
Mr, JoserHE L. NELLIS,
Chief Counsel, Select Committee on Narcolics Abuse and Conirol, U.S. House of
Representatives, Washington, D.C

Dear Mg, Neous: I am writing in response to your request for additional
information as set forth in your letter to me of October 15, 1976. As I advised you
in my letter of November 12, 1976, considerable time and effort was required to
supply a meaningful response. I feel that we are now in o position to do so. I shall
respond to your fourteen items of inquiry in the October 15th letter in the order
in which they appear there.

(1) Your inquiry relative to bail-jumping is covered in my accompanying
letter to you of this date.

(2) You have asked about problems that have surfaced with IRS that have
hampered their involvement in cooperation in drug law intelligence gathering and
enforcement. In recent years, some in IRS leadership positions have adhered to the
view that IRS has a very limited mission in the criminal field, and that is intelli-
gence gathering and investigation of strictly tex matters. They have contended
that IRS should not play a role in narcotic and other criminal investigations. Those
of us in the Department of Justice with criminal justice background and responsi-
bility consistently felt that this was an artificial and unworkable distinction.
Experience indicates that those who derive income illegally, especially from
narcotics, very often do not report it for tax purposes, and that the national
revenue is significantly affected by the diversion of substantial sums by illegal
enterprises. Thus, it appeared to us that there is a natural and rational role for
IRS Intelligence in the investigation of the activities of professional eriminals,
including narcotic traffickers. As you know, high level narcotics trafficking today
often involves intriente financial transactions of the type which IRS expertise
can be especially helpful in unraveling.

On January 8, 1976, after extensive discussions between IRS and Department
of Justice representatives, an agreement was executed which recognized the
interrelationship between tax investigations and those involving mnarcotics
traflicking as well as other priority enforcement areas, and which provided for
cooperation of IRS Intelligence in joint investigations of major criminal enter-
prises wherein there existed a potential for tax violations. While this agreement
may have been somewhat more limited than ideally hoped for, it offered a hasis
for restoration of mutual cooperation in attacking narcotics and other major
eriminal violators. However, much of the benefit of this agreement has been
eroded by passage of the new Tax Reform Act. Section 1202 of that Act places
substantial restrictions on the use of potential criminal evidence gathered by
IRS in narcotics and other non-tax criminal investigations.

(3) You have asked about the advisability of a special unit in IRS to work
with components of the Justice Department in drug law intelligence and enforce-
ment. There appears to be a consensus that such a unit could be helpful, especially
a3 a contact point for the numerous offices in the field involved in enforcement
efforts. The exact nature and role of such a special unit, however, would have
to be more precisely developed before a firm and final response could be given.
It should be noted that the Intelligence Division of IRS has been extremely
cooperative with us, and T would defer to them on the question of what internal
organization could best respond to our needs in the drug enforcement area.

{(4)_ You have asked about the nature and extent of the agreement between
the Narcotic and Dangerous Drug Section and IRS. This agreement provides
for the furnishing by the Intelligence Division of IRS to the Narcotic and Danger-
ous Drug Section of the Criminal Division of investigative reports relative to
federal tax offenders wherein the subject also appears to be a narcotics violator.
This will enable the Narcotic Section to expand its intelligence and to coordinate
prosecutive aspects of such investigations. However, it must be noted that the
role of IRS is limited to situations where there exists a reasonable likelihood of a
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suceessful tax ease. The financial investigative expertise of IRS will not be avail-
able where an investigation is purely narcotics related. Again, it must be noted
that Section 1202 of the new Tax Reform Act of 1976 may erode the benefits
from even this limited agreement,

(5) You have asked how the above agreement was effected. This agreement
was reached through discussions between myself, the leadership of the Narcotic
and Dangerous Drug Section, IRS Deputy Chief Counsel Leon Wigrizer and
Chief of IRS Intelligence, Tom Clancy. These discussions took place in July 1976,
and resulted in a formalized letter of agreement dated August 4, 1976 from
Assistant Attorney General Thornburgh to IRS Chief Counsel Whitaker.

(6) You have asked about what could be done to handle the local backlog of
narcotics cases. As I understand it, this problem is particularly acute—if not
unique—in New York City. As we explained in our appearance before the Com-
mittee, we have endeavored to concentrate our limited resources at the federal
level on the investigation and prosecution of the high level entrepreneurs of the
international narcotics trade. As explained in our appearance before the Com-
mittee, it is believed that this approach will result in more effective disruption
and deterrence of narcotics trafficking than the statistie-producing “buy and
bust” cases. Wherever possible, we would hope that the street level drug dealer
would be handled by state and local authorities. Providing state and local court
systems and prosecutors’ offices with sufficient resources to expeditiously handle
their workload would appear to be the best solution to the backlog problem to
which you refer.

Where o case in which there is sufficient evidence for coaviction absolutely
cannot be prosecuted by a state or local prosecutor, it is understandable that it
might be referred to the Narcotic and Dangerous Drug Section or the relevang
United States Attorney’s office. If it i3 o case which warrants prosecution, it may
be expected that the United States Attorney’s office or the Narcotic and Dangerous
Drug Sectipn will make every effort 0 absorb the matter. However, we would
hope that this would be an approach of last resort. The extent to which federal
investigative and prosecutive resources are diverted into the handling of routine
cages, overall efforts to attock the major suppliers and purveyors of narcotics
will be adversely affected.

(7) You have asked about our arrangements with foreign countries to encourage
the prosecution of international drug traffickers. As you know, many of those
engaged at the upper echelons of narcotics traflicking reside and operate in foreign
jurigdictions. Their activities, however, directly affect the flow of narcotics in the
United States. We are seeking to enlist the support of appropriate foreign law
enforcement officials to combat these high level traffickers. This has been under-
taken more in the form of informal mutual understandings and commitments
than by formal agreements. The primary aim of these efforts is 0 ensure prosecu-
tion of narcotic traffickers in the foreign jurisdictions from which they operate
or to secure their extradition to the United States for prosecution here.

We have agreed to supply foreign law enforcement officials with documentary,
testimonial and scientific evidence gathered in the United States for use by them
in developing prosecutions under their laws against international drug traffickers
within their jurisdictions. The evidence is presented to the appropriate authorities
in the prosecuting country in the form needed for admission into evidence in their
courts. Countries which have agreed to accept such assistance and which have
demonstrated a willingness to initiate such prosecutions include Mexico, France,
Colombia and Bolivia. I do not mean to imply that other nations have not demon-
strated an interest in pursuing high level narcotic violators within their juris-
dictions of their own accord. Significant traffickers in whom we have had an
interest have been prosecuted in” Germany, Thailand, Japan and Hong Kong.

Other countries have agreed to expel or extradite resident individuals to the
United States for prosecution under our drug laws, Several significant interna-
tional drug traffickers have been recently expelled from Argenting and Chile to
the Hastern and Southern Districts of New York for federal prosecution,

Also, Canadisn authorities have displayed a high degres of cooperation in the
exclhange of drug related intellizence and assistance in the prosecution of drug
wiolators.

‘We cannot require a country to prosecute a drug traflicker against whom we
have evidence. However, appropriate authorities in each country are advised of
the existence and nature of evidence of criminal eonduct by identified drug traf-
fickers, and are encouraged to initiate appropriate prosecutions,

(8) You have asked whether any federal agency with jurisdiction regarding
drug trafficking is not cooperating with the Department of Justice in an eifort to
attack this problem. When I testified that “most of the agencies” are involved



in a mutual effort to attack narcotics traflicking, I did not mean to imply that
some specifically were not, I simply meant to convey that those agencies with
which {)am familiar, and ‘which include most of the agencies, were cooperating in
this effort. The only federal agency of which I have knowledge which may be
somewhat inhibited in cooperating in drug law enforcement is the Internal
Revenue Service, This basically results from the restrictions placed upon it by
‘Section 1202 of the new Tax Reform Act of 1976.

(9) You have asked about our relations with the Department of State and about
efforts to secure extradition agreements. There is now an ongoing program of
cooperation and consuitation between the Narcotic and Dangerous Drug Section
of the Department of Justice and the office of the Ambassador at Large for Special
Narcotic Matters at the Department of State. Additionally, there is extensive
consultation with various elements within the office of the State Department’s
Legal Adviser. There is a full flow of information between the Criminal Division
and the State Department on matters concerning international narcotics law
enforcement.

The Criminal Division actéively participates in the process of securing new
extradition treaties, Aftorneys in the Government Regulations and Labor Section
of the Criminal Division, which is responsible for all extradition matters involving
the United States, are in close contact with State Department personnel involved
in negotiating new extradition treaties. They fully advise the negotiators of the
legal requirements of United States courts and the Department of Justice in
extradition matters.

(10) You have asked about the cooperation of FBI Legal Attaches, and current
relations between DEA and Custons.

Federal Bureau of Investigation personnel posted to various U.S. Embassies
as “Legal Attaches” routinely make available to the Drug Enforcement Admin-
istration any data on drug trafficking of which they become aware while per-
forming their duties. The Legal Attaches also cooperate with other federal in-
vestigative agencies in furnishing data concerning offenses within those agencies’
jurisdiction which may come to their attention. The nature of what the Legal
Attaches suI,Jply to the other federal enforcement agencies is more intellizence
than ‘“‘cases” as such. Accordingly, it is exceedingly difficult to supply with any
accuracy the names of specific cases which were turned over by the Legal Attaches
to other enforcement agencies as you request. This request has been passed on to
the FBI for whatever help they may be. However, it appears that an enormous
amount of effort would be required to track down 2ll those cases in every agency in
which information supplied by FBI Legal Attaches may have played a role.

As your question accurately suggests, there have been some conflicts in the
past between the Drug Enforcement Administration and the Bureau of Customs
concerning border interdiction methods. These problems have now largely abated,
and a much improved atmosphere of cooperation has been developed. As more
fully set forth in our answer to a previous inquiry, DIEA now supplies Customs
with reports of the outcome of cases referred,

(11) You have asked about the status of the transfer of Interpol into the
Department of Justice.

The Attorney General has signed an Order transferring the Interpol coordination
functions from the Department of the Treasury to the Department of Justice.
The Deputy Attorney General’s office is currently in the process of working with
the office of Deputy Secretary of the Treasury Dixon to effect a smooth transfer
of Interpol operations to Justice,

(12) You have asked about the nature of the Cabinet Committee on Drug Law
Enforcement and its Working Group.

The members of the Cabinet Committee are the Attorney General, the Secretary
of the Treasury and the Secretary of Transportation. They, of course, have the
power to commit their Departmelits to a policy or course of action. The Working
Group is the functional arm of the Cabinet Committee. It includes high-ranking
officjals of the three Departments, including the Administrator of DEA, the Direc-
tor of the FBI, the Commissioner of IRA, the Assistant Attorney General for the
Criminal Division, the Commissioner of INS, the Commissioner of the Bureau of
Customs and the Commandant of the U.S. Coast Guard. The Group also includes
‘White House, State Department and HEW officials, such as the Associate Director
of the Domestic Council, the Director of the OMB Office of Federal Drug Manage-
ment, the State Department Coordinator for International Narcotics Matters, and
the Director of the HEW National Institute on Drug Abuse. While not all of the
members of the Working Group have the power to commit their Departments or
agencies, their positions ensure that their recommendations receive considerable
weight,. Tt is believed that the Committee will be able to enhance inter-agency
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cooperation by airing problems that exist in coordinating narcotics enforcement
smdb 1in developing mutually satisfactory strategy for attacking the narcotics
problem.

(13) You have asked about the advisability of forming a Narcoties Control
Section in the Department of Justice to coordinate intelligence and prosecutions
relative to narcotics traffickers.

It is believed that such a unit would be duplicative of elements which already
exist to handle these matters. The Drug Enforcement Administration has an
existing apparatus to collect, collate and exchange narcotics intelligence. The
interest underlying your suggestion might better be advanced by an increase in the
resources provided to DEA for intelligence purposes, and a continued encourage-~
ment of other law enforcement agencies to provide narcotic related intelligence
data to DEA. The Narcotic and Dangerous Drug Section of the Criminal Division
and the Controlled Substance Units, which it supervises, currently do an effective
job of ccordinating multi-district investigations and prosecutions of major narcotic
traficking networks.

(14) Finally, you have asked about what legal techniques can be utilized, other
than developing conspiracy cases, for prosecuting Class 1 violators.

Development of conspiracy cases is the principal investigative and prosecutive
technique for reaching high level traffickers for just those reasons which usually
make pursuit of other approaches fruitless. High echelon participants are usually
well insulated from the overt phases of the illegal enterprises which they engineer
and profit from. These individuals may finance and direct illegal operations
through subordinates but will rarely be in actual possession of narcotics. It is often
only through the testimony of subordinate and middle echelon members of drug
networks that high echelon violators can be identified, let alone prosecuted. Thus,
we expect that conspiracy oriented investigations and prosecutions will remain
the lizgy technique in our efforts to identify and prosecute the major narcotic
suppliers.

Other techniques which are utilized include the development of net worth or
expenditure type tax prosecutions, and currency import or export violations. The
latter can be useful in stopping the flow of ~rofits back to foreign sources of supply
or to “safe havens’ utilized by domestic traffickers to secrete their funds. As
indicated above, we are also seeking to pursue the prosecution of foreign sources of
supply in the countries from which they operate under the applicable laws in those
jurisdictions.

T hope that the foregoing information has been helpful in responding to your
inquiries. We are looking forward to seeing the initial report of the Select Commit-~
tee, and hope to continue to work with you toward achieving our mutual goal of an
effective program for the prosecution of narcotics violators as well as an effective
program for the treatment of their vietims.

Sincerely,
Jay C. Warpman,
Deputy Assistant Aitorney General,
Criminal Division.

DEPARTMENT OF JUSTICE,
Washington, D.C., January &, 1977.
Mr, Joseru L. NELLIS,
Chief Counsel, Select Commilttee on Narcotics Abuse and Conirol, U.S. House of
Represenialives, Washington, D.C,

Drar Mg, Newuis: I am writing as a follow-up to my letters to you of Octdber
26, 1976 and October 29, 1978, relative to your request for information of Septem-
ber 28, 1976. As I advised you in those two letters, the accumulation of information
to respond to two of your requests (those concerning the 22,000 Customs re-
ferrals to DEA, and statistics relative to bail-jumping) required considerable time
and effort. We are now in a position te furnish you with a substantial, if not totally
complete, response to these requests.

W}Za had a random sampling conducted of 233 of the 22,000 cases referred to DEA
by Customs, including tracing these cases through the judicial process. Attached
hereto is a table compiling the names of individuals involved in the cases referred,
the type of drug involved in the case and the disposition of the cases., A complete
records search for all of the 22,000 cases would be an extremely onerous task and
take many months. The diversion of manpower and resources would be consider-
able. Therefore, unless the Committee feels that it is abzolutely necessary that it
have a complete and precise accounting of all 22,000 referrals, rather than a
representative sampling, we will not proceed any further in this matter. It should

81—-443—77—2
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be noted that arrangements have now been made for a report to Customs by DEA
showing the disposition of all cases referred to DEA by Customs, This report is
compiled and sent to Customs on a monthly basis.

e have also assembled as much data as we could relative to your question about
the number of fugitives in drug cases during the last two fiscal years. Criminal
Division statistics show that 531 individuals were listed as entering “fugitive”’
status in fiscal year 1975, and 516 in fiscal year 1976. It must be noted that the
definition of “fugitive’” employed by the Criminal Division is a limited one. The
Criminal Division lists as ‘‘fugitive” only those defendants who are actually
indicted for bail-jumping under Title 18, United States Code, Section 3150.
Further, the computer program in which these statistics are collected does not
permit the identification of the underlying charge which was initially lodged
against these fugitives. Thus, we cannot identify how many of these fugitive
cases arose from narcotics matters. The Druz Enforcement Administration does
keep such statistics; however, it should be noted that their definition of “fugitive”
is broader than that employed by the Ciiminal Division. DEA lists as ‘“fugitive”
all persons who are actively being sought in connection with narcotics related
matters who have fled. As of August 2, 1976, DEA listed 2,622 persons as fugitive.
Three hundred and thirty-six of these were Class 1 violators. Of more direct
relevance would be the number of persons who actually jumped bond after arrest
on narcotics charges. DEA statistics show that 97 Class 1 violators so jumped
bond after arrest on narcotics charges. The statistics further show that 1,006
violators in Classes 2 through 4 jumped bond after arrest on narcotics charges.

I trust that the foregoing has been helpful to you in pursuing the important
work of the Commititee.
Sincerely,
Jay C. WaLpMAN,
Deputy Assistant Attorney General,
Criminal Division.

o
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EXHIBIT A
. Seizure DEA
Viotator name ) Drug date case No. DEA violator name Disposition, Federal/State
New York region:
Costa, Thomas M - Cocaine. 2.2 Juna 3,1976 C1-76-0016  Costa, Thomas Michagl. . 1 Pending.
Guerrerg, Puello Jorge A_____ - de. 2.2 Feb. 10,1976 C1-76-0066  Guerrero-Puello, Jorge. . 1 Do.
Philadelphia region: Escobar, Elias E.___._.do_........... 13.5 Sept. 13,1978 D1-75-0153  Escabar-Escabar, Elias . 1 Prison, 60 mo~Federal.
Ba}\ln{wr_e region: Urquieta, Gonzalo Heroin......... ... 8.3 Sept.22,1975 E2-75-0125  Urquieta-Barriga, Gonzalo. . coveoveeccu-- 1 Prison, 36 mo—Federal.
ntonia,
Miami region:
Meneses, Ronalde . Cocaine 3.2 Dec. G1-75-0292  Meneses, Ronald - 1 Pending.
Licon, Daniel R do. 3.2 Mar. G1-76-0057  Licon, Daniel Ray.oueoncoearme cememmnns 1 Do,
Goraliza, Bernardo G . do. 4.7 Apr. 22,1976 G1-76-0093  Cordaliza-Cuadros, Bernardo. 1 Do,
Nac» Orleans region: Noguera, Ricardo ..... [+ R 2.0 Feb. 15,1976 J1-76-0007  Hoguer-Rodriguez, Ricardo. oo ooaeenocnnn 1 Probation, 60 mo—Fedaral,
eon,
Dallas region: R
Nunez, Manuel C Heroin.._ - 28.6 lJan. M5-76-0020 ~ Nunez-Carreno, Manvel .. _........_..... 1 Prison, 180 mo—Faderal,
Herrera, Adrian Corral. . _ do 19.7 July 5 M6-75-0057  Herrera-Corral, Adrian... 1 Prison, 60 mo—Fzderal.
s tE&l‘lats_m), Kennath Silvester. do. 5.2 Apf. M7-76-0040  Watson, Kenmeth Lo o ool o 1 Pending.
eattle region:
olt, do .5 Feb, P2-74-0037 ~ Chesney, John Wayne... .. coceoemnenns 1 Do. ot
Chastney, W, B do 1.1 Apr. P2-74-0037  Chasney, William Elijah., .. 1 Do. ot
Los Angeles region: .
Palacios, Artura Barranco . 3.7 Feb. R1-76-0040  Palacios, Artoro J.. 1 Do,
Seja, Ad'g]axda Garcia_- 30.9 June R2-76-0251 - Seja, Adelaida Garci 1 Do.
Sogﬂ;}e lt\mencan region: 9.8 Sept. 6,1975 ZK-75-0013  Johnson, Robert.... 1 Do.
obort,
Mew York region: Diop, Arona Fary_ . Opium.ooeoocae 1.2 Nov. 7,1976 G1-75-0024  Diop, Arona Fary......... 2 Do
Baltlm[?re region: Vargas, Erick Fer- Cocaife. ..o veeacas 8.3 Sept.22,1975 E2-75-0125 = Vargas-Delafuente, Erick. 2 Prison, 12 mo—Federal.
nando.
Miami region: - .
Wilkin, John Buren do. 1.1 Mar. 13,1976 G1-76-0058  Wilkin, Johin Burem. ..o coeme concacnn 2 Pending,
Carmona, Jase Basg do .9 Apr, 27,1976 G1-76-0097  Carmona-Vasquey, fose M. 2 Do,
Dallas region: Norris, Dale E_.ooeorecne A0 accocicn 2.3 Sept 6,1975 MI1-75-0079  Norris, Dale Everett . oo aan 2 Do.
Denver region: Willars, Rodolfo.._.-_ Heroin. .coocaeoeaae 27.6 Sept. 24,1975 N7-75-0034  Willars, Rodolfo 2 Do,
Eeal}\le relgiont Field, Gary. Cocaine.. 1.3 June 9,1976 P2-76-0008  Field, Gary Allen. ccoecmumacen-. mom— 2 Do,
os Angeles region:
Th%ckeray,g Eduardo do. 2.5 QOct 23,1975 R1-75-0307  Thackeray, Eduardo G, oceoooonenee — 2 YCA—Federal,
iroyan, Michael Haroutin do. .8 May 11,1976 R1-76~0114  Miroyan, Michael Harouton.. - 2 Pending.
Galvan, Bernardo Tamayo. Heroin... 1.3 Oct 151975 R2-75-0567  Galvan-Tamayo, Bernardo. 2 Do.
" ’l;(orr:s,]_osa Vasguez Cruz do 2,5 Oct. 16,1975 R2-75-0568 Vasquez, IOSB BT 2 Do,
ew York region:
Whalen.gMarie Jacqueline . conen (7117 | T 1.0 Sept 25,1975 C1-75-0022  Whalen, Jacqueline Marie 3 Prison, 6 mo—Federal,
Sandim, Cosme. . .. Cocaine. .6 Nov. 15,1975 CI-75-0025  Sandim, Coame. ... 3 Declined—Federal,
Kahlifa, Abodou R: do 8.8 Mar, C1-76-0008  Khalifa, Ahdou Ram 3 Prison, 48 mo—Federat.
Wongz, Melba Barbara do. 5.8 Mar, 9,1976 G1-76-0003  Wong, felba Barbara. 3 Pending.




EXHIBIT A—Continued

DEA
List ) Seizure DEA violation i
No, Violator name Drug Pounds date case No, DEA violator name class Disposition, Federal/State

84 Javid, Abmad ... ... 2.9 Apr. 15,1976 C1-76-0012  Javid, Ahmad.. 3 Pending.

124 Nicholas, Samuel Pernell, Jr. 1.6 June 18,1976 ©1-76-0017  Nicholas, S | P., Jr J, 3 Do.

151 Rodriguez, Luis G......._ 9.1 Mar. 23,1976 C1-74-0721  Rodriguez, Luis Ginel. .o cce e cemmce e’ 3 Do
108 MeDosald, Sherman.. 1.0 Aug. 13,1975 C1-75-0334  McDonald, Sherman. 3 Prison, €0 mo—Federal.
44 B “‘ﬂruz, SBEUND. ¢ ce e eeecaae s 3.0 Dec, 29,1975 C3-75-0169  Cruz, Segundo Garcia. couococoeoaeoaooanon 3 Pending.

2altimote region:
6 Gutierrez, Maria Ramirez... .o oo oo dOo oo 2.6 Nov. 3,1975 E2-75-0143  Degutierrez, Maria Hermelina. . ovoemeo . 3 Probation, 24 mo—Federal,
142 Restrepo, Ann Luaisa Rincon..._.___._ 11, IO 2.6 Nov. 3,1976 E2-75-0143  Derestrepo, Ana Luaisa Rincon.. 3 Ds,
138 Ramirez, Victor Antonio Carrna do 10.0 Feb. 2,1976 E2-76-0021  Carranza-Ramirez, Victor Antan. 3 Pending.

70 Harmandarian, Gregoria Karakas. ... [« [+ SO 7.5 Feb, 27,1976 £2-76-0032 Harmandarian, Karakagidu G._... 3 Do.

) Wi Arias, Blanca Lila. oo ocovaneaccaens {4 [+ 6.5 Apr. 13,1976 E2-76-0047  Arias, Blanca Lidia. ccmevoccononcaanaae 3 Do,

jami region:

170 Sly, Roma dooooeen L 1 O 3.4 July 6,1975 G1-75-0168  Sly, Roma Jean 3 Prison, 3 mo—Federal,
203 Wolr. Frederic M. ...... -do... .6 July 81975 G1-75-0172 Wolf, Frederick Mare, 3 Prison, 15 mo—Federal.
177 Steward, Mark Chandler. do .9 Aug. 2,1975 G61-75-0195  Steward, Mark Chandler 3 Pending.

33 Ceren, Jorge Villarreal 1.3 Aug. 3,1975 G1-75-0198  Cerep, Jorge Villarrial 3 Do,
100 Londono, Hugn.__.... 2.4 d G1-75-0198  Londono, Hugo Girald 3 Do.
165 Seca, Apolinar Peros 1.3 198  Sega, Apolinar Pere... 3 Do,
129 Ospino, Belisatio Dusan_ . .8 Ospino, Belisario D... 3 Da.

62 Gil, Helena A, Casamitjana...... . 3.1 Gil, Helena Casmitjana. .. 3 Prison, 6 mo—Federal.
181 Tarquino, Anna Beatriz Bernaz._.._._.ds. 3,2 ..._.do....... G1-75-0205  Tarquino, Ana Beatriz Bernal. 3 Prison, 60 mo—Federal.
150 Van Drasek, Cugens Sharol .g 4.1 Aug, 21,1975 G1-75-0209  Vandrasek, Fugene Sharol..____ 3 Pending,

60 Gaston, Barbara Anp..ceucenn... 13.6 Aug. 25,1975 Gi-75-0212 Gaston, Barbara Ann_..______.. 3 Dol

13 Benvenuto, Carmen R._ 6.0 Aug. 27,1975 G1-75-0215  Benvenato, Lizarraga Carmen R. 3 Dismissed.

159 Santos, Maria Jose..... 51 ... do.. ... G1-75-0215  Desantos-Gueudet, Maria Jose. . 3 Probation, 80 mo—Federal.
102 Lopenzo, Juan Alejo, Jr... 1.1 Oct. 7,1975 G1-75-0248  Lorenzo, Juan Alijo, JFu........ 3 Pending.

64 Greene, Moya Marguerite. 4.1 Oct. 18,1975 G1-75-0255  Greene, Moya Marguerite_____..__________ 3 Acquitted—Federal,

3 Lafontaine, Francine..___._ 1.9 Oct. 19,1975 G1-75-0256  Lafontaine, Francine._ 3 Pending.
119 Moya, Sonia Deruiz. . ... 4.4 Oct. 22,1976 G1-75-0259  Moya-Fernandez, Sefia. - v commeeueeonnnn 3 . Dol
118 Morales, Guillermo Cesar............. 4.1 Oct 27,1875 G1-75-0263 - Morales, Guillermo Cesar Leiv. 3 Prison, 36 mo—Federal.
128 Ortiz, Felix Jose.. . __.. 6.2 Nov. 1,1975 G1-75-0269  Ortiz-Pulley, Felix Joze.......... 3 Pending.

24 Brown, Melissa Jsm 1.2 Nov. 4,1976 G1-75-0270  Brown, Melissa Jane_.... 3 Prison, 12 mo—Federal.
107 McCarrell, Pegpy Jean.... L0 Nov. 4,1975 G}-75-0270  McCarroll, Pegg:t Jean.... ... 3 Prison, 3 mo—Federal.
158 Sancerman, Albert 6.4 Nov. 16,1975 G1-75-0276  Sangerman, Albert Richard, Jr 3 Prison—36 mo—Federal.
71 Hayes, Roy Alven L2 ..... do....... G1-75-0278  Hayes, Roy Alven...... 3 Do,

4% Buddy, John Ronald, Jr 1.6 Nov. 25,1975 G1-75-0280  Duddy, Ronald John, Jr 3 YCA—Federal.

14 Bonnema, Jofin Rebert. .9 Dec. 14,1875 G1-75-0305  Bonnema, John Robert. 3 Pending.

123 Nessen, William Donald 23 ____do.._.... G1-75-0305 . Nessen, William Donald 3 Do,

) Fbanks, Davis E....... .9 Dec 15,1976 GI-75-0307  Ebanks, Davis Edward. 3 Prison, 24 mo—Federal.
82 Jackson, Philip Rodney Alden. .9 Dec. 15,1976 G1-75-0307  Jackson, Philip Rodney... 3 0.

210 Delavega, Eduardo 2.8 Dec. 27,1975 G1-75-0313  Delavega, Eduardo Antonio. 3 Prison, 6 mo—Federal,

61 Gaviria, Alba Roeio. . 35 ... do..._._. G1-75-0314 = Gaviria-Vasquez, Alba R..... 3 Pending.

2 Alcalde, Ricardo..._c.ee... .6 Jan. 29,1976 G1-76-0020  Alcade, Ricardo Cardoza.._co—ococeoac.aa 3 Do,

-¥
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Ses footnotes at end of table,
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87 Johnson, Jean Pauletts...__. 4.4 Feb. 4,1976 G1-78-0025  Johnson, Joan Pauletté... ... oo oooo.
46 Diaz, Jennifer .. 2,1 Feb, 7,1976 G1-76-0026  Diaz, Jennifer JOan oo ome oo
6 re, Ziusepy 3.6 feb. 14,1976 GI-76-0035  Baldassarre-Gonzales, Giuseppioa o e oou-.
133 Peyon, Efnesto. ... ..ococucumnoocoons 2.1 Feb, 74,1976 G1-76-0040  Peyon, Ernesto Mendez....._. -
4 Ardela, Ricaura Perdomo.. 15,3 Mar. 1,1976 GI-76-0046  Ardila, Ricaurte Perdomo.. -
90 Kable, John Robert, Jro.oo... 1.8 Mar. 7,1976 G1-76-0053  Kable, John Robert, Jr....... .
Sepulveda, Esteban Dejesus G.._.._. 1.1 Inar. 81976 G1-76-0054  Sepulveda-Caliana, Esteban de. -
132 Parks, Themas Michael. . ... 4.6 War. 15,1976 GI-7€-0061  Parks, Thomas Michael_...
179 Strunk, Bradley B Mar, 21,1976 G]-76-0068  Strunk, Bradley Brian
Steiner, Karl 3.0 Mar, 25,1976 G1-76-0071  Steiner, Karl.____
Laorenza, Anthony. 1.7 Mar, 51976 G5-76-0009  Laorenza, Anthony.,
Ritch, John Carlyle. .. 1.6 Apr, 28,1976 G5-76-0012  Ritch, John Caslyle....
Botero, Jose Raul London 6.5 May 26,1976 G5-76-0016  Batero-Lendono, Jose
Borren, Eugene Leonard. 4,7 May 30,1976 G5-76-0017  Borren, Eugene Leonard
Redler, Norman David... 4.7 June 4,1976 G5-76-0017  Redler, Norman David. .
Bevans, Michas! Newton .5 June 11,1976 G5-76-0019  Bevans, Michael Newton. .
New Otleans region: )
104 Malecha, Adeling Mary.._..coceoeee Aug. 30,1975 J1-75-0137  Malecha, Adeline Mary... .. oocooaocuan
Ruiz, Ernasto Sanch June 22,1976 J1-76-0032  Sanchez-Ruiz, Ernestoomeeocrceceanoeoovn
Dallas region: .
Pitchford, Lloyd Henry Apr, 14,1976 M1-75-0078  Pitchford, Lioyd Henry. ovveeeaoeoooon
Londone, Maria Christina Sept. 21,1975 M3-75-0085 Londeno, Maria Cristina .-
59 Garza, Gustavo Velasq Dec. 11,1975 M5-75-0261  Garza-Velasquez, Gustavo
Kinney, Paul Phillip.... Feb. 28,1976 MG6-26-0026  Kinney, Paul Phillip. .. oo -
Saucedo, Arture Mantenegro. Nov. 12,1975 M7-75-0208  Saucedo-Moutenegro, Arture.. -
Ibarra, Campoya Julitepe o oneamanansl 0 Dec, 19,1975 M7-75-0219  lbarra-Campalla, Julio....__. -
136 Pragoso, Joel Fayela. . do... Apr. 81976 M7-76-0036  Fragoso-Favela, Joel. -
b Thomas, Eugene, Jro..cooacennn Cocaine July 19,1575 M9-75-0081  Thomas, Eugene, Jreeeeeeeoaeumcacnneen
enver region: i K
111 Miller, Lynda Marie 6.0 Sept. 16,1975 NI1-75-0088  Miller, Lynda Marie o.ueenooeroceaoiaoz
145 Roberts, David.._... L7 Nov, 11,1975 N6-75-0156  Roberts, Robert David... -
Carrasco, Margarito Soto 1.1 Feb. 2,1976 N8-76-0023  Carrasco-Sato, Margarito.. -
Los Angeles region: )
White, Pamela Jean 2.1 July 9,1975 R1-75-0203  ‘White, Pamela Sean -
98 Levene, Bruce David.. 5.8 lJuly 27,1975 R1-75-0218  Levene, Bruch David.
11 Beckner, Mark Steven. .6 Oct. 15,1975 R1-75-0303  Beckner, Mark Steven
32 Gastro, Carlos Uribe. . 3.3 Oct. 30,1975 R1-75-0312 Cast[o-lfrihet Carlos. .
178 Stoufer, Camille Anne. 3.1 Nov. 3,1975 RI-75-0325  Stoufer, Camille Anne
122 Navarre, Luis Marena. 8.1 Nov. 17,1975 R1-75-0335  Navarro-Vasslas, Louis.. -
197 Wershow, Milton Jeffrey 3.1 Dec. 3,1975 R1-75-0346  Wershow, M.ion Jeffrey.. -
213 Leonardi, Robert Paul .9 Dec. 24,1975 RI1-75-0367  Leonardi, Robert Patil.__. -
52 Ecklin, Ralph Eison 1.0 Feb, 19,1976 R1-76-0042  Ecklin, Ralph Eidon. . .. -
72 Hempﬁill, Diane Mary 2.5 Mar, 17,1976 R1-76-0063  Hemphill, Diane Mary.....
195 Walulik, Janinka E. 12 Mar, 24,1976 R1-76-0070  Walulik, Janinka Elizabeth
139 Read, Ruth Anne. . 3.8 Mar. 26,1976 R1-76-0074  Read, Ruth Anne —
9 Beals, Ronald Guy 1.0 Apr. 29,1976 RI-76-0106 - Beals, Ronald GUY .o cmoucommiicecme
172 Smith, Helen Preston_ 1.8 May 29,1976 R1-76-0125  Smith, Helen Preston....
Mehzi, Elsa Elconora Doig. 1.3 June 10,1976 R7-76-0138  Melzi-Doig, Elsa Elenora
185 Tome, Raul .5 June 24,1976 R1-76-0148 me, Rau .
214 Lowry, Robert Anthony 2.2 June 30,1976 R1-76-0151 Lowry, Robert Anthony—.ceeoecereononac
Sanchez, Carlos A L1 Sept. 30,1975 R2-75-0541 S Amezeua, Carlos....
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Do.
Prison, 15 mo—Federal,
Prison, § mo—Federal.
Pend[t)ng.
0.

Do,

Prison, 24 mo—Federal,
Pend&ng.
0.

o,
Pending, 150.

Prison, 36 mo—Faderal,
Pending.

Do,
Prison, 36 mo.
Pending,t
Declined—Federal.
Acquitted—Federal,
Pending.

Do.
Dismissed—Federal,

Pending.
0.
Prison, 60 mo—State,
Probstion, 36 mo-—Federal.
0,

Pending,
Declined—Federal,
YCA—Federal,

Prison, 96 mo—Federal,
Pending.

[X
Prison, 12 mos—Federal.
Pending.

0.
Probation, 24 mo—rFederal,
Prison, 60 mo—Federal.
Probation, 60 Mo—Federal.
Prison, § mo—Federal,
Declined—Federal,

ending.
YCA—Federal,

YA



EXHIBIT A—Continued

DEA
List Seizure DEA ) violaton
No,  Violator name Drug Pounds date case No. DEA violator name class Disposition, Federal/State
39 Colina, Jase Luis Garcla_,...,,_- C0caing. . cmmeceeman 1.5 Nov. 15,1975 R2-75-0638  Colina-Garcia, Jose LUiS oo oo 3 Pendin
192 Vega, Jose Angel..ooue-n 2.8 Dec. 29,1375 R2-75-0706  Vega-Villa, Jose Angel.... 3 Prison, 24 mo—Federal.
67 Gurley, Stephauie Maria. 17.0 Mar, 21,1976 R2-76-0116  Gusley, Stephanie Maria. 3 Pendmg
73 Hensley, Shelby Jean. .. 1,5 Dec, 17,1975 R3-75-0i15  Hensl ey Shelby Jean. 3
147 Rabmett Rena Jean_ 1,2 Jan. 21,1976 R3-76-0007 Robmett Rena Jean 3 NARA«FederaI
112 Miller, Wayne ...... 2.2 Jan. 22 1976 R3-76-000%  Miller, Wayne ...... 3 Pnson,Amo——Federal
5 Biagorric, Ernesta Bri 2.2 lune 25 1876 R3-76-0044 Balgoma Ernesto B 3 Pend mg
17 Blackm~n, Kirby Ward 1.6 Juiy 12 1975 R4-75-0028 Blackmon, Kirby Ward.. 3
20 Borok, Gunter. ... 3’0 Dct 10,1975 R4-75-0046 Borck, Gunter_..__... 3 YCA—-—FederaL
149 Roedananta, Thongchat. 1.0 Mar. 22,1976 R4-76-0017 Rudananta, Thengohia 3 Pendingt
34 Cerny, 1van.._.._.... 4.4 Apr. 30 1976 R3-76-0025  Cerny, Ivan. o ceooooe- 3 Prison, 24 mo--Federal,
25 Calville, Rogelia Floros 4.3 Aug 14 1975 R6~75-D163 F!ores Rogelia Calvillo. - 3 Prison, 60 mo—Federal,
164 Scott, Eugena Ernie.__.. .6 lan. 28 1976 R6-76-0026  Scott, Ernesto Eugene..._ - 3 YCA—State,
57 Fuerte, Jose Luis Carillo. .5 Feb. 12 1976 R6-76-0037  Fuerte-Carrillo, Jose Luis.. . 3 Pending,
43 Cruz, Antonio famirez_. 1.1 Apr. 16. 1976 R6-76-0679  Cruz-Ramirez, Antonio. - 3 Do,
12 Reltran, Jesus LOya oo vuwuneen 6.5 June 9,1976 R6-76-0105  Beltran-Loya, JESUS e oo 3 Do,
Baltimore regmn i
63 i Gomaz, Celina Maldonado 1.6 Oct 6,1975 E2-75-0128  Gomez-Maldonado, Celing. o ouoiceocaeuas 3 Prison, 24 mo—Federal,
jami
154 Rub:anJ, Victor MartingZ. _ccmeeueue oo (1 T, 10.5 Feb, 10,1976 GFG1-75-8005 McGlinn-Carranza, Laurio Merio 2. ucooeoucccccmannns Pr%se&uteg by Nassau, Bahamas
uthority,
81 leaza, Marco Julio. oo --do.. 5.3 Sept. 16,1875 G1-75-0232  Yeaza, Mark Tulio. oo oomooicnoeaoe 3 Indef—~YGA—Federal.
85 Jimengz, Camado Lisand caneaado, 5.0 Oct 5, 1975 GFAQ-75-8138 Jlmenez, Lisandro 3 Prison, 24 mo (Bahamas).
75 Holguin, JUan. oo e cicanaann [+ T .6 Qct. 2 1975 G4-75-0076 Ho quin, Juan U Pending,
208 Zung, Wa Pak. Opium. . 6.0 May 4,1976 G1-76-0013  Zung, Wu Pok - I Do,
175 Steiner, Karl_...... Cocaine. 3.0 Mar 25 1976 G1-76-0071  Steiner, Karl 3 Do.
190 Van Drasek, Eugane d 4.1 Aug. 21 1975 Gi-75-0208  Van Draesek Eugene Shar 3 Do.
16 Bing, Michael Kevin.. 2.3 Nov. 29,1975 G5-75-0056  Bing, Michae! Kevin_.._. 3 Do,
150 Rodnguez, Ana Lupe 6.7 June 24 1976 G5-76-0022  Rodriguez-Rodriguez, Ana 3 Do.
7 Basanta de Castro, M 4.4 Nov. 26,1975 G1-75-0287  Fayed ds Castro, Nayme Maria 3 Prisan, 12 mo—Federal.
79 Det {deskelly, Vincent Arlmgton__ 4,5 Dec. 15,1975 G1-75-0306  Kelly, Vincent Aifington Hydes... 2 Prison, 18 mo——Federal.
etroit region
g5 Lansmg Star Weekiy - caveeummmneacoon (1 Y .5 Jan. 16,1976 GFH1-75-8036 Prosecutmg of 2 suspects declined by State
rosecutor.
New York region: . iy
42 Crom, David...o...- PO OpitM. ceememennan 1.2 Nov. 7,1976 GFC1-75- 8010 Crom, David.._. Pending.
184 Tobon, Cerardo..., . 12,4 Jupe 11,1978 £3-76-003, Tobon Gerardo. .. Notcharged
152 Rodriguez, Adelina. .. 3.1 Feb. 6,1976 C}~76-0004 Hemandez Rosa Resparto. ... [REN. 3 Pending,

81
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Los Angeles region:
Johinson, Rebert. oo i, [+ TR 9.8 Sept. 6,1975 RI1-75-0365  Johnson, Robert. . oeece e ceccimacmmmncena Dismissed.
173 Speers, Donald Glean. . onoeeeenenao.s 3.3 Nov, 8,1975 RI-75-0325  Speers, Donald Glenn.v.oevveeoemmnnnnan 3 84 mo suspended, 48 mo pro-
. ation,
173 Stoufer, Camille ANNBL .. eaeeo .t 3.1 Nov. 3,1975 R1-75-0325  Stoufer, Camille ANE.cae - roeecmucccmmarccroeccsnnen 36 mo probation,
187 Turner, FranK.....cooooow oo von . do 5.8 Feb, 25,1976 R1-76-0047  Brum, SteVeN 3 ve e e ecimceenrmarrmmrra—craae Not arrasted,
205 Yanez, Dagobe to Amaiigo Ozorio... ... 1.4 Oct. 28,1976 R2-75-0591 Yanez-Osorio, Dagoberto A. . 3 Prison, 48 mo.
65 Grijalva, Sheran Marie. _........ H .5 Nov. 81975 R2-75-0614  Grijalva, Sharon Marie. «ucuoncocrcnccne- 3 Prgson 6 1-}1)0,{18 mo suspended,
-yr probation,
3 Arce, Zorina Rosario._.._..._... .6 Nov. 22,1975 R2-75-0638  Arce, Zorina ROSBrIO. e eoeomsincramannnn 3 3-yrl;Jrgbation.
148 Robles, Rojelio Suarez. 2.4 lan. 13,1976 R2-76-0014  Robales-Saurez, Rogelio. .. 3 Pending,
35 Chan, Danyeee o cececcoecmmcnnnacen d .7 Jan. 19,1576 R3-76-0004  Pusawong, Prasert . .oocooovoeomuiann 1 Prison 6 mo, suspension 60 mo,
X 36~60 mo probation,
38 [ 1T o U R 1. 1111 EVU - SN do....__. R3-76-0004  Chookasamuk, Wanchi. ... - - Not charged.
69 Hamshire, Judy__ .. Jan. 12,1976 R3-76-0004  Hamshire, Judy. Do.
94 Lamey, Jung Scon. . Jan, 15,1976 R3-76-0004  Lamey JUNE SG0N 4 . noceerceeeccccamencmmccmnannon . Do,
86 Johnson, Genevieve. Jan. 26,1976 R3-76-0011  Greer, Carolyn Denise..ocvmoccancs - 3 Prison, 48 mo,

200 Whitley, Allan...
137 Quinoga, Rene...
105 WMarshal, Bruce Da
77 Hormali, Pimol. ...
188 Uromchast, Monm
37 Chow, Bob Nin_._
1 Akhlaq, Mohammed. .
31 Castillo, Eugene_.cn.._-
48 DX, SNl ceec e e
5§ Fitias, Nicolaos Master. .
83 Jackson, Willie _——-..—...

Apr. 28,1976 R3-76-0036  Wijliamson, John &
May 28,1976 R3-76~0040 Quirgca, Rene Juan
June 51976 R3-76-0042  Marshall, David Bru
Sept. 5,1975 R4-75-0041  Hormali, Pimol ...
Nov. 20,1976 R4-75-0052  Audamghart, Bunm
June 26,1976 WA-76-0027  Chow, Po Yuh
Apr. 16,1976
Mar, 27,1976
June 21,1976
July 29,1975
Dec. 16, 1975
Juge 7,1976
June 25,1976
Dec. 23, 1975

--- Not arrested,
3 Pending.

3 Do,
S Not charged.
1 Pending.

Do.

Lae, Fnu
103 Tflaarleveld, Bernardus J_ .
106 tlarshall Field Co.___

LW, e, N, e,

115 Monrog, John. e oo 2T Nov. @' 1875 ({(Based on information provided, DEA is unable to identify persons/seizures indicated.)
117 Morales, Cesar Leqin Trinidad. Jan. 16,1976
141 Reham, Fittoe oo oaemooae May 11, 1976

144 Rivera, Evan AL
146 Roberts, David.
169 Shine, John_._..

Mar. 3,1976
Nov. 13,1975
Feh. 11,1976

€300 S 00 22 £ 00~ R3O0 D D D W B DI N D @ P
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171 Smith, Hanable. _......_._. el Mar. 22, 1976
194 Wailace, Dale E. Master.o.cavoweucn C0%2iNB. v e e Oct. 23,1975 /
1 DEA fugitive, . . 1 Pusawong allas Chan proseculed, Nakaleeranonda, Terranu a fugitive. Others named not
2 Defendant McGlinn-Carranza believed to be Rubiano. McGlinn-Carranza appears to be fraudufent  prosecuted. X X . 5 :
passport name, 5 Williamson alias Whitley, Canadian national, not appreheaded. Ridley, Paul-—prison, 48 mo,

3 Brum alias Turoer not apprehended. Torane, Robert M., class 1—prisan, 30 mo; probation 38
mo. Rothbend, Elliot, class 3—prison 5 mo; probation, 36 mo.

4
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OFrice OF THE ATTORNEY (RENERAL,
Washington, D.C., January 11, 1977.
Hon. Lestsr L. WOLFF,
Chasrman, Select Commiltee sn Narcotics Abuse and Control, House Office Building
Annex 2, Washington, D.C.

Dear Mr. CrarMaN: In view of your long-standing interest in Federal drug
enforcement, I am transmitting herewith a copy of Domestic Operations Guide-
lines for the Druyg Enforcement Administration which I issued on December 28,
1976. The Guidelines are now being implemented. Their operation will be moni-
{o1ed and evaluated by the Administrator of DEA and the Department of Justice
under the direction of the Deputy Attorney General. It is our hope that these
Guidelines will assist in achieving our shared goal of Federal drug enforcement
which is as fair and effective as possible,

Sincerely,
Epwarp H. Levi, dllorney General.

[Memorazdum]
Date: December 28, 1976.
Reply to attention of: The Attorney General.
Subjeet: Drug Enforcement Administration domestic operations guidelines.
To: Deputy Attorney General.

Enclosed are the Drug Inforcement Administration Domestic Operations
Guidelines dated December 28, 1976, and my memorandum to the Administrator
of the same date by which I have issued them. I would appreciate it if you would
advise the relevant offices of the Department, particularly the United States
Attorneys, of the guidelines and their responsibilities under them. In addition,
please work with the Administrator to devise the means by which DEA and the
Department will monitor and evaluate the operation of the guidelines.

[AMemorandam]
Date: December 28, 1976.
Reply to attention of: The “.ttorney General.
Subject: Domestic Operativis Guidelines.
To: Peter Bensinger, Administrator, Drug Enforcement Administration.

I am attaching the Domestic Operations Guidelines for the Drug Enforcement
Administration which I am issuing effective this date. I understand that the
implementation of these guidelines will necessarily require some changes in
procedures currently in effect in the Drug Enforcement Administration. Please
take whatever steps are necessary to implement these guidelines and let me know
when they have been made fully operational.

Drue ENFORCEMENT ADMINISTRATION DoMESTIC OrERATIONS GUIDELINES

The following guidelines are intended to promote efficiency in the operations of
the Drug Enforcement Administration (DEA) and to improve coordination be-
tween DEA and other branches of the Department of Justice. The imposition of
any sanction for failure to comply with these guidelines remains exclusively within
the jurisdiction of the Attorney General and the Administrator of DEA, and such
other persons as they may designate.

. 1. ENFORCEMENT ACTIVITIES
A. Objective

1. Enforcement activities are those procedures employed by DEA Special
Agents intended to result in (1) the arrest, prosecution and inearceration of drug
traffickers, (2) the disruption of illicit traffic, (3) the reduction of drug availability
through seizure of drugs and equipment necessary for operation of drug networks,
%n%‘ﬁ (41 _deterrent effects on other traflickers by discouraging continued or potential

rafficking.

2. Enforcement activities shall be undertaken with the primary objectives of
prosecuting individuals, or individuals acting in concert, who finance, control, or
direct drug trafficking organizations, or of interdicting the flow of drugs from
significant drug trafiicking operations. :

3. Enforcement activities of DEA include what are traditionally considered
investigation activities and intelligence activities. For the purposes of these guide-
lines, investigation is defined as the process of gathering evidence primarily for the
immediate purpose of initiating a criminal prosecution, or for the seizure of specific
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unlawful shipments of controlled substances. The term “investigation’ as used
in these guidelines is not intended to include investigations of “leads’ originated
by or furnished to DEA offices. For the purposes of these guidelines, intelligence
is defined as information gathered in support of the mission of DEA which is not
collected primarily for the immediate purpose of initiating a specific prosecution,
but which may ultimately lead to prosecution of one or more individuals or the
seizure of unlawful shipments of controlled substances.

4. DEA investigations often produce ancillary intelligence, and DEA intel-
ligence activities often produce evidence useful in criminal prosecutions. Internal
review mechanisms provided for by these guidelines are not intended to apply
to sporadic intelligence activities; nor are such activities to be reported to the
United States Attorneys as investigations under Section ID of these guidelines.
On the other hand, the systematic gathering of information targeted on an in-
dividual or individuals, or on a drug trafficking operation, which continues for a
Reriod of 45 days should be considered as an investigation within the meaning of
Section I B, C and D relating to consultation with United States Attorneys.

B. Initiating enforcement activities

1. Investigation may be initiated based on facts or information indicating
possible violation of the Controlled Substances Act, or other laws within the
investigative jurisdiction of the Drug Enforcement Administration.

2. In each investigation an initiation report will be prepared by the Special
Agent setting out the basis for the investigation. Supervisory approval of an-
ticipated - enforcement activity, including undercover operations, is required
prior to any Special Agent or informat undertaking action.

C. Review and continualion of enforcement aclivities

1. All review and approval for continuation of enforcement activities as provided
below shall be reflected in writing.

2. An Agent’s immediate supervisor shall review each investigation within
thirty (3g) days after it is initiated to determine if further investization is
warranted.

(@) Investigations may continue beyond thirty (30) days where there is a
clear indication of a violation of law within DEA’s investigative jurisdiction.
Investigations shall continue in accordance with other provisions of these
guidelines.

(b) In the absence of a clear indication of a violation of law, the agent’s
immediate supervisor shall authorize continued investigation beyond thirty
(30) days only if there is reason to believe the investigation may lead to:

(i) prosecution of one or more individuals who finance, control, or
direct a drug trafficking organization; or

(ii) interdiction of the flow of drugs from a significant drug trafficking
operation (e.g., seizing a major shipment or processing laboratory).

3. An agent’s immediate supervisor shall review all investigations continuing
ninety (90) days after initiation to determine if further investigation is warranted.
Investigation may continue beyond ninety (90) days only if thereis:

a) clear indication that investigation is likely to result in prosecution of one
or more individuals who finance, control, or direct a drug trafficking organiza-
tion, or disruption of significant drug trafficking.

(bs where there is no clear indication of significant prosecution or dis-
ruption of drug traflicking, investigation shall continue only with the written
approval of the appropriate Assistant Regional Director.

4. If enforcement activity is discontinued pursuant to paragraph IC (2) or (3)
above, enforcement activity may be reinstituted at any time new information
consistent with the standards of paragraph IC (2) or (3) is received or developed.

5. Regional Directors shall ensure that each DEA investigation is reviewed at
an appropriate supervisory level six months after its initiation, and at six-month
intervals for as long as investigation continues, and may authorize its continuation
if the standard set forthin paragraph IC3 (a) or (b) is met.

6. Upon completion of a six-month review Regional Directors shall report to
DEA headquarters each investigation authorized to continue under IC3(b)
above, and shall set forth their reasons for continuinginvestigation,

7. Regional Directors will be responsible for reporting to DEA headquarters
on all important intra and interregional investigations which indicate potential
multiple prosecutions of important violators. DEA may impose additional review
and reporting requirements consistent with these guidelines.
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D, Coordination with U.S. atlorneys

The purpose of this section of the guidelines is to insure that United States
Attorneys are advised of all major investigations for which they will have responsi-
bility for prosecution.

. The Drug Enforcement Administration shall insure that the appropriate
United States Attorney is advised of all investigations as soon as it appears to
the first-line supervisory DEA agent that there is probable cause to make an
arrest, even though no arrest is in fact contemplated. Additionally, in investiga-
tions where the subjects are believed to be part of a major drug trafficking organi-
zation, but probable cause to make an urrest has not yet been established, the
notification of a pending investigation to the United States Attorney shall be
made by DEA at such time as it is determined that the subjects are part of a
major drug trafficking organization. In no event shall notification of any “investi-
gation,”’ as defined in paragraphs IA 3 and 4, be made to the United States Attorney
later than 45 days after its initiation. The United States Attorney shall be con-
sulted, shall assign an Assistant United States Attorney il appropriate, and shall
be furnished progress reports of the investigation at regular intervals to assure
appropriate participation by prosecuting officials.

2. Investigations required to be reported to a United States Attorney under
paragraph ID1 which involve possible offenses prosecutable in more than one
federal judicial district shall be reported to the Department of Justice, and to
the appropriate United States Attorneys. The Department shall be consulted
and furnished progress reports on such investigations at regular intervals,

3. The United States Attorpey in each federal judicial distriet shall, con-
sistent with Department. of Justice guidance, determine policy regarding declina-
tions and also the referral of prosecutions to state and loeal authorities.

4. The United States Attorney shall, except in exizent circumstances, be
consulted prior to the arrest of a defendant and again immediately after the
arrest. The United States Attorney shall be furnished a written report of the
arrest no luter than five (5) working days after the arvest. The provisions of this
subparagraph shall not apply to arrests of defendants who will be prosecuted in
state or local courts, provided that such referrals for state or lacal prosecution are
within the policy determinations and procedures of the United States Attorney
provided for in subparagraph “3”, above. :

5. In all cases of seizures without a search warrant, unless reported incident to
an arrest, a report in. writing shall be submitted to the United States Attorney not
Iater than ten (10) working days after the seizure.

6. DEA shall, with due regard for the time necessary to prepare for {rial, advise
the prosecuting United States Attorney of any compensation paid to, or other
consideration furnished to, an informant or defendant-<informant, as well as of
any electronie surveillance relating to the case.

7. All relevant DEA case files and manuals will be available for review by U.8.
Attorneys on request. The U, Attorney shall be responsible for insuring the
geceurity and confidentiality of materials furnished by DEA.

. 8. Department of Justice instructions to United States Attorneys relating to
these guidelines will be provided to DEA,

1I. SOURCES, INFORMANTS, AND DEFENDANT-INFORMANTS
A. General

1. A “‘source of information’ is a person or organization furnishing information
without compensation on an oceasional basis (e.g., an observer of an event, or
a company employee who obtains relevant information in the normal course
of his employment), or & person or organization in the business of furnishing
information for a fee and receiving only its regular compensation for doing so
{¢.g,, a credit bureau).

2." An “informant’ is a person who, under the specific direction of a DEA
Agent, with or without the expectation of payment or other valuable considera-
tion, furnishes information regarding drug trafficking or performs other lawful
services, :

3. A ““defendant-informant” is a person subject to arrest and prosecution
for a federal offense, or a defendant in & pending federal or State case who, under
the specific direction of a DEA Agent, with an expectation of payment or other
valuable consideration, provides information regarding drug trafficking or per-
forms other lawful services.

4. Any individual or organization may be a source of information. Restrictions
placed on the use of informants and defendant-informants are not applicable
to sources of information.



5. Informants, and defendant-informants are assets of DEA, and are not to
be considered personal resources of individual Agents. At least two (2) DEA
Agents should be in a position to contact an informant or defendant-informant,
and wherever practicable two (2) shall be present at all contacts and interviews
with informants and defendant-informants. Regular contacts shall be maintained
with informants and defendant-informants.

6. Informants, and defendant-informants shall be advised that they are co-
operating with DEA, but are not agents or employees of DEA or the federal
government. They shall be advised that information they provide may be used
in a criminal proceeding. They may be told that DEA will use all lawful means
available to maintain the confidentiality of their identity. Except in extraordinary
circumstances they should not be assured that they will never be required to
testify or otherwise have their identity disclosed in a criminal proceeding. In
extraordinary circumstances they may be given this assurance after approval
of the Regional Director, provided the United States Attorney shall be notified
oi any such assurance given {o any individual having information relevant to a
pending investigation in advance of prosecution procceedings, including grand jury
proceedings.

B. Informants

1. Only individuals who are believed able to furnish reliable enforcement
information or other lawful services, and who are believed able to maintain the
confidentiality of DEA interests and activities, may be utilized as informants.

2, Except as provided in paragraph ITB(3), an Agent must obtain the approval
of his immediate supervisor prior to utilizing any informant. The approving
supervisor should revieswv the relevant data, including the criminal record, of any
potential informant and ascertain whether he is the subject of a pending DEA
investigation before deciding whether to approve him a3 an informant. Before an
individual is asked to render services, in addition to supplying information, a
more extensive investigation and evaluation of the individual shall be conducted.
However, DEA may use an informant terraporarily without extensive investiga-
tion where a second-line supervisor determines that lack of sufficient time precludes
such investigation, .

3. Individuals in the following categories represent particular risks as inform-
imlts, and their use for an initial ninety (90) days may bz utilized only as authorized
below: :
(a) individuals who are less than eighteen (18) years of age, with the

written consent of a parent or a legal guardian, when authorized by the
Regional Director;

(b) individuals on Federal or State probation or parole, with the consent of
the agency supervising them, and complete documentation by DEA, when
authorized by the Regional Director;

(¢) former drug-dependent persons, or drug-dependent persons participating
in an established drug treatment program, when authorized by the Regional

irector.

(@) individuals with two (2) or more felony convictions, when authorized
by the Regional Director; and )

(e) individuals who have previously been declared unreliable by DEA, or
any of its predecessors, when authorized by the Assistant Administrator for
Enforcement.

4. The use of an informant shall be reviewed at least every ninety (80) days by
the appropriate second-line supervisor, or the higher official indicated in paragraph
IIB(3) above. Use of the informant may be continued if it is determined, upon
review of his background and performance, that he is qualified to serve in this
capacity as provided in paragraph IIB(1) above, and that he hay the potential
for furnishing information or services which it is believed will lead to the prosecu-
tion of one or more individuals who finance, control, or direct a drug trafficking
organization or the interdiction of significant drug traffic. The Regional Director
shall be responsible for review of the utilization of each informant at least every
six months, and continued use of an informant shall be authorized if it is deter-
mined that he meets these standards. The Regional Director shall be responsible
for reporting all such decisions to DEA headquarters.

5. Informants may be paid money or afforded other lawful consideration., All
funds paid to informants shall be accounted for, and specific records shall be
maintained of any non-monetary consideration furnished informants.



C. Defendant-informanis

1. Only individuals who are believed to be able to furnish reliable enforcement.
information or lawful services, and who are believed able to maintain the confi--

dentiality of DEA interests and activities, may be used as defendant-informants.

2. In addition to the steps necessary to utilize an informant which are set
forth in paragraph IIB, the approval of the appropriate United States Attorney
shall be obtained prior to seeking the cooperation of, or utilizing a defendant-
informant.

3. An individual approved as a defendant-informant may be advised that his
cooperation will be brought to the attention of the appropriate United States
Attorney, or other prosecutor. DEA Agents shall make no other representations
(I)Dr' regommendations without the express written approval of the Regional

irector.

4. The Regional Director shall obtain the written approval of the Assistant
Administrator for Enforcement prior to recommending dismissal of any criminal

matter. The Regional Director shall inform DEA headquarters of any other-

information concerning a defendant-informant’s cooperation, or advice offered
regarding disposition of a case, or imposition of a penalty.

5. Use of defendant-informants shall be reviewed in the manner prescribed
for other informants in paragraph IIB above, and their use may be continued
only if they are found to meet the standards set forth therein.

D. Knowledge of criminal activity by informants and defendant-informants 2

1. DEA shall instruct all informants and defendant-informants that they shall’
not violate eriminal law in furtherance of gathering information or providing

other services for DEA, and that any evidence of such violation will be reported
to the concerned law enforcement authority.

2. Whenever DEA has reason to believe that a serious criminal offense outside-

its investigative jurisdiction is being or will be committed, it shall immediately
disseminate all relevant information to the appropriate law enforcement agency.

Whenever DEA has reason to believe that an informant or defendant-
informant has committed a serious criminal offense the appropriate law enforce--

ment agency shall be advised by DEA, and the appropriate United States Attorney
shall be notified.

4. In disseminating information in accordance with paragraphs D 2 and 3 above,.
all available information shall be promptly furnished to the appropriate law
enforcement agency unless such action would jeopardize an ongoing major in-
vestigation or endanger the life of a DEA Agent, informant or defendant-
informant. If full disclosure is not made for the reasons indicated, then limited
disclosure shail be made by DEA to the appropriate authborities, to an extent
sufficient to apprise them of the specific erime or crimes that are believed to have
been committed. Full disclosure shall be made as soon as the need for the re-
strictions on dissemination are no longer present. Where complete dissemination
cannot immediately be made to the appropriate law enforcement agency, DEA
shall preserve all evidence of the violation for possible future use by the appropriate-
prosecuting authority. Nothing herein shall prevent full and immediate disclosure
to the appropriate law enforcement agency if in DEA’s judgment such action is.
necessary even though an investigation might thereby be jeopardized.

5. If DEA desires to continue making use of an informant or defendant--
informant after it has reason to believe that he has committed a serious criminal
offense, DEA shall advise the appropriate United States Attorney and s deter-
mination shall be made by him after consultation with the Chief of the Narcotics
and Dangerous Drug Section, of the Criminal Division of the Departraent of
Justice, whether continued use should be made of the individual by DEA.

111, UNDERCOVER OPERATIONS

A. Undercover operations involve DA Agents who assume a fictitious identity
or role on a temporary basis (often posing as individuals involved in drug traffick-
ing), and/or the use of informants or defendant-informants under the direction.
of DEA, to obtain evidence or other information relating to violations of the
Controlled Substances Act or other drug laws.

B. Undercover operations conducted by DEA may include employment of
a ruse or deception, the provision of a facility or an opportunity for comniission.
of an offense, or the failure to foreclose such an opportunity, or mere solicitation.
that would not induce an ordinary, law-abiding person to commit an offense.

1
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C. Undercover operations may be authorized where there is reason to believe
use of this technique may result in evidence or information concerning significant

drug trafficking activities. Undercover operations must be authorized by a group
supervisor, SAIC, or ARD. Such authorization must be written, however, in

exigent circumstances documentation may be prepared after the undercover

-operation has been initiated provided oral authorization has first been obtained.

Authorizations for undercover operations shall set forth a deseription of the
undercover operation and the provisions made for the protection of undercover
Agents or informants.

D. DEA may furnish an item necessary to the commission of an offense other
than a controlled substance, (i.e., a legal chemical essential to drug production),
-or may furnish services in furtherance of illegal drug trafficking which are difficult
to obtain (i.e., sophisticated chemical expertise), upon the authorization of the
Regional Director, after consultation with the appropriate United States At-
torney and with DEA Headquarters. Activity such as furnishing a non-controlled
‘substance, or other services, may be authorized when there is strong reason to
believe such activity will lead to the prosecution of one or more individuals who
finance, control, or direct a drug trafficking organization, or to the interdiction of
the flow of drugs from a significant drug trafficking operation.

E. Undercover operations shall not include the furnishing of a controlled sub-
stance except in extraordinary cases after consultation with the appropriate
United States Attorney, when the Administrator of DEA determines that there is
reason to believe such activity will lead to the prosecution of one or more in-
-dividuals who finance, control, or direct a drug trafficking organization, or to the
interdiction of the flow of drugs from a significant drug trafficking operation. In
making such determinations the Administrator of DEA shall take into account the
type and amount of drug involved; its likelihood of reaching consumers; the
number and position in the drug trafficking organization of subjects whio have, and
who have not, been sufficiently identified to be arrested; the type and amount of
evidence necessary to complete the investigation; the time required to attempt to
-doso; and the likelihood of obtaining such evidence.

F. Regional Directors shall advise DEA Headquarters immediately if specific
information is developed, in the course of an undercover operation or otherwise,
regarding the shipment, delivery, or location of substantial amounts of controlled
substances. In certain cases it may be appropriate not {o seize such drugs in
order to enhance the effectiveness of an investigation. DEA may continue an
investigation without seizing substantial amounts of illicit drugs only when;

1. Authorized by the Assistant Administrator for Enforcement of DEA or
his headquarters designee. The Assistant Administrator for Enforcement shall
consider the faclors set forth in paragraph IIIE above, and may authorize
the investigation to continue witheut seizure of the drugs in question if he
malées the determinaiion set forth therein. His decision shall be reflected in
writing.

2. Where immediate seizure of substantial amounts of controlled substances
might result in compromise of an investigation of greater significance than
seizure would warrant, or in the death or serious injury to a DEA Agent,
informant, or defendant-informant, an immediate decision may be made by
the field Agent or his supervisor, consistent with the safety of the Agent,
informant or defendant-informant. In such instances the Assistant Ad-
ministrator for Enforcement shall be promptly notified.

G. While it is recognized that there is an inherent risk of violence in drug
trafficking, undercover operations shall not include originating, encouraging, or
planning to participate in violent activity. If in the course of an undercover
operation there is a prospect of previously unanticipated violence, the agent, in-
formant, or defendant-informant involved shall make every effort consistent with
his personal safety to prevent such violent activity and, to the extent he is not
completely successful, to minimize the degree of violence and to avoid participation
in it.

. H. In conducting undercover operations DEA Special Agents, informants, and
defendant-informants shall not attend mectings between defendants and their
counsel if attendance can be avoided. If attendance cannot be avoided they shall
not report anything they may overhear while present at meetings with counsel,
unless they observe the commission of a crime.

I. Informants and defendant-informants used in undercover operations, shall
be advised of the standards established by these guidelines relevant to the activ-
dties they are asked to undertake on behalf of DEA.
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1V. ELECTRONIC SURVEILLANCE AND RELATED TECHNIQUES

Electronic surveillance and related techniques may be employed as follows:
A. Interception of wire or oral communications through the use of any
electronie, mechanical or other device (“wiretaps” or “bugs’) in accordance
with Title III of the Omnibus Crime Control and Safe Streets Act of 1968,
as amended, and the related Department of Justice instructions.

B. Recording telephone numbers dialed and related information by the
use of “pen registers’” and ‘“touch tone decoders’” pursuant to a Federal
court order in the nature of a warrant issued under Rule 41 of the Federal
Rules of Criminal Procedure.

C. Electronic tracking devices (“beepers’”) and transponders when au-
thorized by a Group Supervisor or higher authority; and pursuant to a
Federal Court order in the nature of a warrant of the type issued under
Rule 41 of the Rules of Criminal Procedure if installation involves a trespass
or if otherwise required by the Federal case law in the judicial distriet or
districts involved.

D. Telephone and transmitters to monitor private conversations with the
consent of & party to the conversation pursuant to the provisions of the
Attorney General’s ‘“Memorandum to the Heads of Executive Departments
and Agencies,” dated October 16, 1972.

E. Photographic, optical (e.g., binoculars), electro-optical (e.g., night
vision equipment), and television equipment as surveillance aids or for
recording evidence, pursuant to the provisions of the DEA Agents Manual.

F. Electronie, magnetic, vibration sensors, and radar equipment to detect
the movement of persons, vehicles, vessels, and aircraft pursuant to the
provisions of the DEA Agents Manual.

; 1? lc\iTo other form of electronic surveillance or related technique may be
utilized. .

L RSty bom oA



U.S. HoUSE OF REPRESENTATIVES,
SeLecT CoMMITTEE ON NARrcoTICS ARUSE AND CONTROL,
Washington, D.C., October 15, 1976.
Hon. DoNALD ALEXANDER,
Commyissioner of Internal Revenue,
Internal Revenue Building, Washington, D.C.

Dear M. ALexanDER: I would like to thank you very much for your lengthy
appearance before the Select Committee on Narcotics Abuse and Control on
September 22, 1976.

As I mentioned at the hearings, we are in a cooperative venture. We are both
interested in the effective investigation and prosecution of narcotics traffickers
who have evaded their tax responsibilities. The Committee looks forward to
working with you in the coming months on this matter of mutual concern.

I am writing at this point in reference to your final response during your appear-
ance that you would be happy to clarify in writing several of the issues which were
raised at the hearing. I have provided a list of questions which will be included in
the hearing record along with your responses.

1. Please send the Committee a final copy of the memeo of understanding which
was signed by the Secretary of the Treasury and the Attorney General with the
appendixes referred to in the draft memo: Section 6851, 6861 of the Internal
Revenue Code and IRS policy statements P—4-88 and P-4-89. In addition, if the
instructions to the field offices are not included in the above submission, please
send the Committee a copy of these policy instructions. Who will be responsible
for the implementation of the substance of the memo of understanding specifically
as it relates to target figures for resource commitment and the number of investi-
gations to be pursued?

2. IRS hasissued quarterly reports on the NTTP program ever since its incep-
tion in 1971. I would appreciate it if you could send the Committee a complete
set of the reports and if there are any gaps in the reporting system, please explain
the reason. Furthermore, since the signing of the Memo of Understanding with
the Attorney General and the Secretary of the Treasury and the establishment in
your words of the High-Level Drug Leaders Tax Enforcement Program, what
reporting system has been established? Can you send a copy of any reports on the
activities under this program since its inception?

3. You mention in your testimony that IRS requested a supplemental appro-
priation of $20.6 million which was turned down by OMB on June 15, 1976 which
would have provided the resources which you require to adequately fulfill your
responsibility to implement the President’s recent message on narcotics. Of the
982 positions which it would have funded, how many of the slots would have been
specifically devoted to the N'TTP? Is it true that in previous years you were able
to transfer resources from the NTTP to other special enforcement programs and
thus OMB did not feel that there was any guarantee that the fund which you
requested would be used for the programs which the President and the OMB
advocated in both the White Paper and the message to the Congress? In addition,
you mentioned that last year the IRS special agent corps was reduced by 10%,
ro%gThlls?r 200 agents. How many of these agents were involved in work related to

4, Can you summarize for the Committee the commitment in resources to the
NTTP program for the years 1972 through present, and the return to the
Treasury of funds which were products of N'T'TP cases? Specifically, what are the
figures for assessments and collections under NTTP from 1971 to present? I realize
that some of the information may be similar to that included in your response to
question 2, but the Committee is particularly interested in how many investiga-
tions were undertaken, where the names which were investigated came from,
what level trafficker thes¢ individuals were, and what disposition their cases
received. You have stated that you were concerned with the abuse of the IRS
tole by those who directed that it be used for improper purposes.

You specifically were concerned over using the IRS “to get the cash off the
streets” which resulted in the pursuit of low level dealers and traffickers. What

‘percent of the cases currently in the investigative and prosecution pipeline are
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Class I offenders? How often has the IRS used the Administrative summons by
year? What is the current policy of the IRS with respect to invoking jeopardy
assessments, tax year terminations and Administrative summons? Does the IRS
feel that it is capable of intervening in a case when invited by DEA or other
enforcement agencies when a suspect is arrested and has in his possession a large
sum of cash? What policy guidelines were issued as a result of the Laing and Hall
decisions by the Supreme Court, and by the passage of Section 1205 of the Tax
Reform Act of 1976, PL 94-455?

5. You have stated that in those regions where there is a significant NTTP
case load you have a special unit with personnel assigned. What regions have a
special unit and what level of resources in personnel are assigned to these special
offices? In 1971 when the NTTD program was established, special personnel were
selected for the program and were given special fraining. Do the people whom
you consider involved in the NTTP either in a special unit or within the speecial
enforcement division, receive special training? How would the creation of a special
unit which could be identified as NTTP or in your words, Drug Leaders Tax
Enforcement Project, do violence to the overall work of IRS? Could the abuses of
the past not be corrected through administrative orders? Without a special unit
within IRS, how is the Congress able to make the priority decision for IRS and
determine what level of resources should be assigned to NTTP?

6. In your testimony you placed great weight upon the recent memo of under-
standing dealing with NTTP. What substantive changes will this cause or has it
already caused in the way that IRS pursues narcotics traffickers who have failed
to meet their tax lability or are suspected of income tax improperties. Did IRS
receive any names from DEA before the signing of the memo of understanding?
If not, when did they stop sending names to IRS for investigation? How does the
relation of IRS to Customs change in light of the memo of understanding? What
is the current role of Customs in NTTP, specifically as it relates to target selection
and intelligence sharing?

7. The President has stated in the White Paper on Drug Abuse, in his message
to the Congress on Drug Abuse and through the Executive Director of the Domes-~
tic Council in testimony before this Committee and in a speech to the TACP in
Miami on September 27, 1976, that he ‘““directed the IRS to develop a tax enforce-~
ment program aimed at high-level traffickers”. What substantive steps have been
taken by IRS to modify previous operations and implement the President’s
directive? Was the administration supportive of the phasing out of a separate,
identifiable NTTP program? What were and are your reasons for recommending
that there not be a separate NTTP? When did it cease to be a separate program
within IRS? You stated that the NTTP program has been merged into one of the .
general divisions of IRS and consider it an integral part of the special enforcement
programs. How has the funding for the intelligence division, special enforcement
and any other division which impacts upon NTTP changed over the last three
years and in the proposed budget? What would be an adequate level of funding
in your mind for IRS to carry out 600 investigations under the High-Level Drug
Traffickers Tax Enforcement Project?

8. Will you please submit the paper which you discussed in your testimony on
the use of legitimate businesses as a cover for illegal funds obtained in narcotics
trafficking. Have any of your domestic or overseas personnel come across examples
of legitimate businesses being used to launder illegal profits from any venture,
not only narcotics? Which countries are currently used as havens for the hiding
of funds? What is the status of cooperative agreements which would enable your
agents to uncover the funds which are needed in your investigations? Has the
State Department been cooperative in pressing for the establishment of these
agreements? Have there been any cases where your agents have been able to
complement a narcotics prosecution by another agency with a tax evasion case?
Furthermore, how many net worth cases have been made by your agency in each
of the last five years? How many of these were cases involving suspected narcotics
law violators?

9. How long on the average does it take for your agency to complete an in-
vestigation under the NTTP? How long does is take for the completed investigation
to be analyzed by the prosecuting authorities so that a decision is made to either
prusecute or turn down prosecution? Are there any regions where the prosecuting
authorities have turned down a high proportion of your investigalions because of
their heavy case load or for other reasons? What other avenues does your agency
have if prosecution declines to pursue the investigation which your agency com-
pletes on a suspected nax cotics violator? ‘

Once again, my thanks for your assistance in completing the hearing record and
providing the Committee and the Congress with your views on what the IRS
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is doing to fulfll its mission of collecting that revenue which is due the U.S.
Treasury as it relates to violations of the tax laws by individuals involved in the
narcotics traffic. We are in obvious agreement that every legal means must. be
employed against these criminals.
Sincerely,
LesteEr L. Wovrrr, Chairman.

DrerPARTMENT OF THE TREASURY,
INTERNAL REVENUE SERVICE,
Washington, D.C., November 30, 1976.
Mr. Lesrer L. Worrr,
Chairman, Select Commiliee on Narcotics Abuse and Conirol, House of Representatives,
Washington, D.C.

Dear Mgr. Cmaieman: This is in reply to your letter of October 15, 1976:
wherein you requested additional information concerning Internal Revenue
Service activity with respect to the examination, investigation and prosecution of
suspected narcotics traffickers who have evaded their tax responsibilities. I concur
in your feelings that our efforts to curtail illicit narcoties trafficking should be a
cooperative venture and I am confident that as the provisions of our Memorandum
of Understanding with the Drug Enforcement Agency are implemented, we will be
making a substantial contribution to this effort.

Enclosed are our responses to eight of your nine follow-up questions. We will
submit our answer to the remaining question as soon as possible. I was pleased
to appear before the Select Committee on Narcoties Abuse and Control and hope
that our responses to your guestions contribute to an undecrstanding of IRS’
activities in this area.

If we can be of further assistance, please let us know.

With kind regards,

Sincerely,
Doxarp C. ALEXANDER,
Cominissioner.
Enclosures.

Question 1. Please send the Committee a final copy of the memo of under-
standing which was signed by the Secretary of the Treasury and the Attorney
Genera] with the appendixes referred to in the draft memo: Section 6851, 6361
of the Internal Revenue Code and IRS policy statements P-4-88 and P-4-89.
In addition, if the instructions to the field offices are not included in the above
submission, please send the Committee a copy of these policy instructions. Who
will be responsible for the implementation of the substance of the memo of under-
standing specifically as it relates to target figures for resource commitment and
the number of investigations to be pursued?

Response. The following attachments are provided per your request:

A. Memorandum of Understanding Between the Internal Revenue Service and
the Drug Enfercement Administration.

B. Sections 6851 and 6861 of the Internal Revenue Code of 1954.

C. Memorandum dated August 4, 1976, addressed t¢ all Regional Commis-
sioners, Service Center Directors and District Directors, from the Director,
Intelligence Division.

D. Telegram dated August 6, 1976, addressed to all Regional Commissioners
and District Directors, from the Director, Audit Division. )

BE. Telegram dated August 16, 1976, addressed to all ARCs (Intelligence) and
District Directors, from the Director, Intelligence Division.

F. Telegram dated August 17, 1976, addressed to all Regional Commissioners
and District Directors, from the Director, Audit Division.

G. Telegram dated August 25, 1976, addressed to all ARCs (Intelligence),
District Directors, and Regional Counsels, from the Aecting Director, Intelli-
,%ence IIDivision, and the Director, Criminal Tax Division, Office of the Chief

ounsel.

H. Memorandum dated October 6, 1976, addressed to all Regional Commis-
sioners, Service Center Directors and District Directors, from the Deputy
Commissioner.

I. Telegram dated October 19, 1976, addressed to all ARCs (Audit), District
Directors, and Appellate Branch Offices, from the Director, Audit Division.

81-443—77——3
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J. Telegram dated November 4, 1976, addressed to all ARCs (Intelligence),
and District Directors from the Director, Intelligence Division.

K. Policy Statements P-4-88 and P-4-89.

To date, we have received a list of 375 DEA Class I violators. These have or
are currently being evaluated. In the near future we will be receiving additional
names from DEA. Also, included in our narcotics project are cases involving
individuals determined by IES as occupying significant operational and financial
positions in the narcotics distribution system.

Our present plans call for investigating all narcoties cases meeting the project
criteria whether derived from DEA or developed by the IRS. Existing guidelines
provide that no narcotics project cases may be closed because of insufficient
resources without a prior approval of the Assistant Regional Commissioner
(Intelligence) and the Director, Intelligence Division.

INTERNAL REVENUE StRVICE MEMORANDUM

AvausT 3, 1976.
To: All Regional Commissioners and District Directors.
From: Commissioner.
Subject: High-Level Drug Traffickers Program.

Attached for your information and guidance is a copy of a Memorandum of
Understanding between the Service and the Drug Enforcement Administration
(DEA) concerning the President’s program for a coordinated enforcement effort
aimed at high-level drug traffickers.

You are regquested to thoroughly familiarize yourselves with the terms of the
Memorandum as to the Service’s participation and responsibilities under the
program. District Directors should establish close working relationships with the
DEA Regional Directors within their respective jurisdictions. Also, members of
your staffs, who will be engaged in this program, should become quite knowledge-
able in the details and parameters of this joint enforcement effort.

‘We are currently developing interim Service procedures for the program and are
also finalizing the listing of Class I violators mentioned in the Memorandum. As
soon as practicable, this material will be forwarded to you. It must be understood,
however, that the IRS District Director will make the determination as to whether
a DEA identified violator will be investigated. Such determination will be made
under the established standards of the Service (see Article II of the Memo-
randum).

If you have any questions as to the program or the Memorandum, please con-
tact Assistant Commissioner Wolfe who I have designated as the Service's Senior
Coordinator with DEA.

The guidelines contained in the attached Memorandum will be incorporated
into the Manual as required by IRM 1254.

Attachments.

Donawp C. ALEXANDER.

MEMORANDUM OF UNDERSTANDING BETWEEN THE INTERNAL REVENUE SERVICE
AND THE DRUG ENFORCEMENT ADMINISTRATION

The following is an excerpt from the President’s message to the Congress dated
April 27, 1976:

“I am directing the Secretary of the Treasury o work with the Commissioner
of the Internal Revenue, in consultation with the Attorney General and Admin-
istrator of the Drug Abuse Enforcement Administration, to develop a tax enforce-
ment program aimed at high-level drug traficking. We know that many of the big-
gest drug leaders do not pay income taxes on the enormous profits they make on
this criminal activity. I am confident that a responsible program can be designed
which will promote effective enforcement of the tax laws against these individuals
who are currently violating these laws with impunity.”

In order to carry out the President’s program aimed at high-level drug traflicking
and to promote effective enforcement of the tax laws against those individuals who
are violating these laws with impurity, the Internal Revenue Service (IRS) and
the Drug Enforcement Administration (DEA) have agreed to the following:

I. Primary liaison between IRS and DEA will be maintained at the National
Office level of IRS, and at the Headquarters level of DEA. The Assistant Ad-
ministrator, Office of Intelligence, DEA, and the Assistant Commissioner (Com-
pliance}, IRS, are designated Senior Coordinating Officials responsible for im-
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plementing the provisions of this Memorandum of Understanding and are re-
sponsible for monitoring the progress of the program within their respective
agencies.

II. The responsibility for the investigation of substantive narcotics violations
will remain with DEA. The responsibility of IRS is to conduct appropriate civil
examinations and criminal investigations of high-level drug leaders and financiers
whugRg determines to have violated the internal revenue laws using its established
standards.

To assist IRS in identifying high-level drug leaders and financiers, DEA will
provide IRS information about individuals identified by DEA as Class I violators.

III. IRS will furnish information involving substantive nurcoties violations
cither direct tvo DEA or to the Assistant Attorney General, Criminal Division,
Department of Justice, in accordance with the disclosure laws and regulations,
DEA will furnish to IRS, on a continuing basis, financial information and decu-
ments obtained by DEA relevant to the possibility of tax violations by all in-
dividuals involved in narcotics trafiicking, regardless of their level of involvement.
However, only those individuals who meet DEA Class I criteria will be considered
for inclusion in this program.

The exchange of information hetween DEA and IRS will he subject to 2il pro-
cedures established under, and will be accounted for in accordance with the Privacy
Act of 1974.

IV, The primary respousibility for gathering information relating to and the
identification of major narcotics leaders remains with DEA. DEA will furnish
periodically to the IRS, National Office, an updated list of selected Class I viola-
tors together with information relating to vae individual’s involvement in narcotics
and whatever financial information DEA may have for IRS to determine the
individual’s compliance with the tax laws. The IRS, National Office, will distribute
this information to the appropriate IRS regional offices for further evaluation and
dissemination to the IRS district offices. The IRS distriet ofiices will supplement
the information by contacting the local DEA office and by independently develop-
ing additional tax-related information in accordance with normal IRS procedures.

V. DEA Class I violators are generally given investigative priority by DEA.
Therefore, to avoid compromising DEA investigations and endangering DEA
personnel and cooperating individuals, IRS will ordivarily honor DEA requests to
temporarily suspend or limit speeific IRS investigative acts involving such cases,
For example, IRS will ordinarily honor a DEA request to temporarily suspeud
any IRS activity which would expose or hinder the activities of DEA undercover
personnel; however, other IRS investigative and examination activities related
to the case would proeeed. All such requests from DEA Regional Directors should
he in writing and should state the specific activities to be temporarily limited and
the period of time for which the suspension is requested.

V1. Appendix One is a list of IRS district offices and posts of duty cross refer-
enced to DEA offices having jurisdictional responsibility within the district. The
Chief, Intelligence Division, IRS, in each of the districts designated, is the re-
sponsible official for implementing an effective liaison program with all DEA
offices located within the IRS digtrict.

VII. The statutory authority of IRS is clearly limited to those matter falling
within the purview of the Internal Revenue Code. Appropriate IRS officials at
the district level shall make the final determination as to which cases shall be
subject to either an audit examination or a criminal investigation. The investiga-
tion and prosecution of substantive narcotic violations by DEA will generally
tuke precedence over the investigation and prosecution of tax violations. However,
in those instances where the tax investigations have sither been completed or
substantially completed, DEA and IRS will cooperate in aitempting to secure
simultaneous indictments,

VIIL. Jeopardy assessments and terminations of taxable years, which are
measures provided in the Internal Revenue Code to protect the tax revenues when
collection is believed to be in doubt, will be made only in accordance with the
provisions of the Code, as interpreted by the T.S. Supreme Court. Appendix
Two containg the text of Sections 6851 and 6861 of the Internal Revenue Code
and the Syllabus of the recent decision of the U.S, Supreme Court in Laing v.
United States, which relate to jeopardy assessments and terminations of taxable
vears. The IRS will assist the DEA in a program to inform DEA field perzonnel
of the judicial and proposed legislative limitations of the Internal Revenue
Service’s Jeopardy and Termination Assessment powers to minimize any friction
that might result if DEA agents’ expectations as to the use of these powers are
frustrated by such limitations.
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IX. To further an understanding of the jurisdictional responsibilities of DEA
and IRS, personnel of the respective agencies are authorized to participate in
training programs conducted by the other agency. Such participation shall be
limited to the exchange of qualified instruetors to participate on a temporary
basis as guest lecturers. This cross-training ean best be coordinated and accom-
plished at the district level.

X. IRS personnel are not authorized to participate in arrests, raids and similar
activities with DA personnel.

XI. In emergency situations where the safety of DEA or IRS personnel is in
jeopardy, all necessary assistance will be rendered without delay by personnel
of the other agency.

XTI. Central Tactical (CENTAC) Units are created by DEA to direct investi-
gative activities at key individuals who, under varied positions of power in drug
trafficking organizations, are insulated from normal investigative efforts. CEN
TAC Units are conspiracy oriented and are specially designed to investigate
drug networks that cut across local, state, regional, national, and international
borders. Each unit has direct control of the investigation as it develops. They are
highly mobile, having authority to pursue an investigation wherever it may lead.
The CENTAC Unit collects documents, organizes and corroborates testimony
and other evidence to be presented to grand juries sitting in judicial districts
where violations have occurred.

With the approval of both Senior Coordinating Officials, IRS may detail, on a
temporary basis, IRS personnel to provide specialized assistance to CENTAC
Units, IRS personnel will at all times remain under the direct control and super-
vision of IRS management and their duties in this linison capacity shall be limited
to reviewing and evaluating tax-related information obtained by DEA CENTAC

nits.

XIII, Tax-related hooks, records and other documents seized by DEA personnel
as a result of the execution and return of search and arrest warrants may be
examined by IRS personnel to determine whether the individuals involved had
complied with the internal revenue laws.

X1IV.IRS and DEA personnel wiil not discourage potential sources of informa-
tion from furnishing information to the other agency; and will not compete for
informants or information. This cooperation should be made known to potential
sources of information in order to discourage informants from “agency shopping.”

XV. The debriefing of informants by DEA personnel will include an inquiry
about financial information and potential tax violations. If the informant appears
knowledgeable about these matters, DIEA &)ex‘sonnel will, if appropriate, encourage
the informant to meet directly with IRS personnel. If the informant declines,
DEA personnel will debrief the informant of any financial information and
information relating to potential tax violations, and will transmit such informa-
tion to IRS in accordance with DEA procedures. When it appears that an IRS
informant is knowledgeable concerning potential narcotics violations, IRS will
encourage the informant to meet direetly with DEA personnel.

If the informant declines, IRS personnel will debrief the informant of the infor-
mation relating to potential narcotics violations and will transmit such informa-
tion either direct to DEA or to the Assistant Attorney General, Criminal Divi-
sion, Department of Justice, in accordance with the disclosure laws and regula-
tions. IRS will be responsible for evaluating and, where appropriate, making
payment for financial information concerning potential tax violations; and DEA
will be responsible for evaluating and, where appropriate, making payment for
information relating to potential narcoties violations. IRS and DEA will coordi-
nate to the extent necessary to prevent duplicate or excessive payments for the
same information.

XVI. DEA shall furnish IRS with strategic information and studies relating to
the domestic and international flow of funds used in narcotics trafficking. To
the extent this strategic information, unrelated to tax matters, is further devel-
oped by IRS, the additional information will be furnished to DIA. DEA and
IRS Senior Coordinating Officials may authorize joint studies that would benefit
both agencies.

Prrrr BENSINGER, )

Administrator, Drug Enforcement Administration.
Doxatp C. ALEXANDER,

Commissioner of Internal Revenue.
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ArpeNDIx I
IRS—INTELLIGENCE—DEA

North Atlantic Region (Regions 1, 2)
Assistant Regional Commissioner— "ntelligence, 90 Church Street, Room 1003,
New York, New York. 212-264-7525:
Boston Regional Office (1), JFK Federal Building, Room G-64, Boston,
Mass. 02203, 212-223-2170.
New York Regional Office (2), 555 West 57th Street, New York, New
York 10019. 212-660~-5151.
Albany District, Chief—Leo W. O'Brien FED Bldg., Clinton Ave, & North
Pearl $t., Albany, N.Y. 12207. 512-562-4900:
Albany, N.Y., Address same. 512-562-3425,
Rouses Point, N.Y,, P.O. Box 38, Rouses Point, N.Y. 12879, 832-54435.
Augusta Distriet, Chief—FB 68 Sewall 5t., Augusta, Maine, 207-833-6441:
Portland, Maine, U.8. Courthouse Building, 156 Federal St., P.O. Box 431,
Portlund, Maine, 833-3331.
Boston Distriet, Chief—“JFIX” FOB Rm E 300-R, Boston, Mass, 617-223—
6014: Boston, Mass, (Regional).
Brooklyn District, Chief—235 Tillary 8t., Brooklyn, N.Y. 212-666-4230:
New York (Regional).
Melville, New York (Long Island), 2 Huntington Quadrangel, Melville,
New York 11746, 665-2890.
JFK Airport, P.O. Box 361, JFK Airport Station, Jumaica, New York,
11430, 665-2890.
LaGuardia Airport.
1B114ﬁ‘:xln 1§8trict, Chief—ID 512 FB, 111 West Huron 8t., Buffalo, N.Y. 14202,
716-432-3420:
Buffolo, N.Y., Ningara Square Station, U.8. Courthouse, Buffalo, New
York 14201. 432-3218.
Rochester Task Foree.
Burlington Distriet, Chief—11 Elmwood Ave,, Burlington, Vermont., 802--832-
6331: Burlington, Vt., P.Q, Box 141, Burlington, Vermont 05401, 832-6288.
Hartford Distriet, Chief—Rm. 410 FB, 450 Mauin St., Hartford, Conn, 203-244~
SZZ(:J 2138rtford, Conn., 450 Main Street, Room 628-1, Hartford, Conn, 06103.
a [P 1V 5
zoé\éanhﬂttan Distriet, Chief—120 Church $t., New York, N.Y. 10007, 212-204-

Wew York, N.Y.
New York Task Force, 201 Variek Street, Room 1148, New York, N.Y.
10014, 660-3541.

Portsmouth Distriet, Chief—67 Central 8t., Manchester, N.I. 03101: Concord,
New Hampshire, Federal Building and Post Office, 55 Pleasuut Street, P.O.
Box 1314, Concord, New Hampshire 03301, 834-4784.

Providence Distriet, Chief—103 Broadway, Rm 206, Providence, R.I. 02040.
401-838-5277: Providence, R.1., Post Office and Federal Iixchange Terrace,
Room 232, Exchange Terrace, Providence, R.1. 02903, 8§38-4322.

MMid-Atlantic Region (Regions 2, 3, 4)

ARC-I, Mid-Atlantic, 2 Penn Center Plaza, Room 1400-A, Philadelphia, Pa.
19102. 215-597-2122;

Philadelphia (3), William J. Green Federal Building, 600 Arch Street,
Philadelphia, Pa. 19106, 597-9530.
Baltimare, Md. (4).

Baltimore District, Chief—Room 717, B, 31 Hopkins Plaza, Baltimore, Md.,

301-962-3173.
Baltimore, Md. (Reg.), 955 Federal Building, 31 Hopkins Plaza, Baltimore,
Mar_yland 21201, 922-4800.
Washington, D.C., 400 Sixth Street, S.W., Room 2558, Washington, D.C.
. 20024, 755-7960,
Newark District, Chief—1504C, 970 Broad Street, Newark, N.J. 201-341-2145:
Newark, N.J,, Federal Office Building, 970 Broad §treet, Newark, N.J.
07101. 341-6060,
‘ Newark Airport. .

Philadelphia District, Chief—New Federal Building, Room 7408 Dist, Sixth

and Arch Streets, Philadelphia, Pa. 215-507-2250: Philadelphia, Pa. (Reg.).
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Pittsburgh District, Chief—FB 1000 Liberty Ave., Pittsburgh, Pa. 15222,
412-722~5678: Pittsburgh, Pa., Federal Building, 1000 Liberty Ave., Room 23086,
Pittsburgh, Pa. 15222, 412-722-3390.

Richmoni District, Chief—FB Room 5026, 400 N Eighth St., Richmond, Va.
801-925-2252: Norfolk, Va., 870 North Miiitary Highway, Room 211, Norfolk,
Va. 23502. 939-6729.

Wilmington District, Chief—844 King St., Room 3418, Wilmington, Del.
19801. 302-487-6020: Wilmington District Office, Courthouse, Customs House
and Federal Office Building, 844 Xing Street, Roomn 5305, Wilmington, Delaware
19801, 487-6185.

ARC-I, Southeast, FOB Rm. 6535, 275 Peachtree St. N.E., Atlanta, Ga. 30303,
404-526-6515:

Baltimore (4).
Miami (5), 8400 N.W. 53rd Street, Miami, Florida 33166. 820-4870.
QNc;;w Orleans (8), 1001 Howard Avenue, New Orleans, Louisiana 70113.
6R-6841.
28Aﬂant2& District, Chief—FOB 275 Peachtree St. N.E., Atlanta, Ga. 404~
H-4632:
Atlanta, Ga., United Family Life Building, 230 Houston Strest, N.L.,
Suite 200, Atlanta, Ga. 30303. 285-4401.
28Sav§é1émh, Ga., 430 Mall Boulevard, Suite C, Savannah, Ga. 31406.
7-4288.

Birmingham District, Chief—2121 Building Rm. 218, 2121 Eighth Ave. N.,
Birmingham, Ala. 35203, 220-1219:

Birmingham, Ala., 236 Goodwin Crest, Suite 520, Birmingham, Alabama
35209. 229-0620.
Mobhile, Ala., 2 Office Park, Suite 216, Mobile, Alabama 36609. 534~2831.

Columbia District, Chief—FOB Rm. 310, 901 Sumter St., Columbia, 8.C.
20201, 677-5753:

Columbia, S.C., 2611 Forest Drive, P.O. Box 702, Columbia, S.C. 677-5251.
Charleston, S.C., 1529 Highway 7, Suite 5 and 6, Charleston, S.C. 29407,
677-4531.

Jackson District, Chief-——301 N. Lamar St. Rm. 504, Jackson, Miss, 39205.
601-490-4281: Jackson, Miss,, First Federal Building, 525 East Capitol St.,
P.0O. Box 22631, Jackson, Mississippi 39205, 490-4400.

Jacksonville District, Chief—400 West Bay St., Jacksonville, Fla. 946-2963:

Jacksonville, Fla., 4077 Woodcock Drive, Suite 210, Jacksonville, Florida
32207, 943-3560.
Miami, Fla, (Reg.)
Palm Beach, Fla.,, 700 Clematis Street—Rm. 253, West Palm Beach,
Florida 33402. 350-7263.
9401‘}5%11(210, Fla., 1680 Wocodcock Rd., Suite 180, Orlando, Fla. 32803,
6-6312.
Tampa, Fla., Barnett Bank Building, 1000 Ashley Drive, Tampa, Florida
33602, 826-2178.
Nashville District, Chief—493 New Cthse., Nashville, Tenn. 37202. 852-5449:
Nashville, Tenn., U.S. Courthouse Annex—Rm. 929, 8th and Broadway,
P.0. Box 1189, Nashville, Tenn. 37202, 852-5988.
Memphis, Tenn., Federal Building—Rm. 401, 167 North Main Street,
Memphis, Tenn. 38103, 222--3396.
Greensboro District, Chiel—Rm. 245, Greensboro, N.C. 919-275-9111:
Greensboro N.C., 925 West Market Street—Rm. 111, Greensboro, N.C.
27401. 670-5458.
Wilmington, N.C., 3009-D Oleander Drive, Lambe Young Building, Wil-
mington, N.C. 28401, 674-9573.

Central Region (Regions, 4, 6, 7)
33‘(?3110—1, FOB-Room 7532, 550 Main St., Cincinnati, Chio 45202. 513-684-

Baltimore (4).
Detroit (6), 357 Federal Building, 231 West Lafayette, Detroit, Mich.
48226. 226-7290.
Chicago (7), 1800 Dirksen Federal Building, 219 South Dearborn Street,
Chicago, Illinois 60604. 353~7875.
Cincinnati District, Chief—¥F0B Room 3504, 550 Main St., Cincinnati, Ohio
45202. 513-684-2528:
. Cincinnati, Ohio, Federal Office Building, 550 Main Street, P.0. Box 1196,
Cincinnati, Ohio 45201. 684~-3671.
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Columbus, Ohio, Federal Office Building, 85 Marconi Blvd.—Rm. 120,
Columbus, Ohio 43215. $43-5694.

Cleveland District, Chief—Rin. 465, Federal Building, 1240 E. Ninth St., Cleve-
land, Ohio 44199. 216-522-3230: Cleveland, Ohio, 601 Rockwell—Rm. 300,
Cleveland, Ohio 44114, 293-3705.

Indianapolis District, Chief—¥B Rm. 545, 575 N, Pennsylvania St., Indianapolis,
Ind. 331-7788 (317):

Indianapolis, Ind., 575 N. Pennsylvania, Room 267, Indianapolis, Ind.
46204. 331-7977.

Hammond, Ind., Federal Building, 507 State Street, Room 407, Hammond,
Ind. 46320. 333-5321.

Louisville District, Chief POB, 6th and Broadway, Louisville, Xy. 40202,
502~352--5341: Louisville, Ky., Federal Building, 600 Federal Place, Room 1006,
Louisville, Ky. 40202. 352-5908.

Detroit District, Chief—477 FB, Detroit, Mich. 313-226-7220:

Detroit (Reg.).
Grand Rapids, Mich., 168 Federal Building, U.S. Courthouse, 110
Michigan N.W., Grand Rapids, Mich. 49502. 3722541,

Parkersburg Distriet, Chief—I.D. 425 Juliana St., Room 4102, Parkersburg,
W. Vao. 26101, 301-923-1242; Charleston, W. Va., 22 Capital Street, Charleston,
West Virginia 25324, 924-1425.

Miawest Region (Regions 7, 10)
ARCC—HIl'Chicagﬁ)], One N. Wacker Dr. 10th Fl., Chicago, I1l. 60606. 312-353-3757:
icago, 11,
Kansas City, Mo., U.8, Courthouse, 811 Grand Avenue, Suite 211, Kansas
City, Missouri 64106. 758-2631.

Aberdeen District, Chief—155 Fourth Ave. Southeast, Fourth Ave. & Wash-
ington St., South Aberdeen, S. Dak 57401. 605-782-7221: Sioux Falls, S. Dak,,
400 S. Phillips, Room 309, Sioux Falls, S, Dak. 57102. 782-2421.

Chieago Distriet, Chief—Dearborn 8t., Chicago, Ill. 60604. 312-353-3294:
Chicago, Ill. (Reg.).

Des Moines District, Chief-—309 FB, 210 Walnut St., Des Moines, Iowa 50309,
515-862-4445: Des Moines, Iowa, U.S. Courthouse, P.O, Box 1784, Des Moines,
Iowa 50309. 862-4700.

Fargo District, Chief—653 Second Ave., Fargo, N. Dakota. 701-237-5143:
Minot, N.D., 123 Southwest First St., Room 414, Minot, North Dakota 58701.
701-838-5481 (Non FTS).

Milwaukee District, Chief—FB Rm. 538-571 E. Wisconsin Ave,, Milwaukee,
Wis, 53202. 414-363-3904: Milwaukee, Wisc., Federal Building & U.8. Court-
house, 517 Bast Wisconsin, Room 232, Milwaukee, Wisconsin 53202. 362-5395.

Omaha Distriet, Chief—903 FOB, 106 So. 15th St., Omaha, Nebr. 68102, 402-
864-3596: Omahn, Nebr. New Federal Building 215 North 17th Street,P. O. Box
661, Downtown, Omaha, Nebraska 68101, 864-4222,

8t. Louis District, Chief—Cthse, Rm 751, 1114 Market St., St. Louis, Me.
311-279-4019:

St. Louis, Mo., Suite 200 Chromaloy Plaza, 230 South Central Ave,,
St. Louis, Missouri 63105, 279-4891,
Kansas City, Mo. (Reg.).

.‘2%. Pau14Dist1‘ict, Chief—476 FB, U.S. Cthse. 318 Robert St., St. Paul, Minn,,
612-725-7466:

Minneapolis, Minn., Federal Building, 110 South Fourth Street, Room
402, Minneapolis, Minn. 55401. 725-2783. R

Duluth, Minn., Federal Building & U.8. Courthouse, 515 West First
Street, P.O. Box 620, Duluth, Minn. 55801. 783-9498.

0 Spril%gﬁeld District, Chief—Rm. 328, 825 W. Adams St., Springfield, Ill. 217-
55-4160:

Chicago, 11, (Reg.).

Mt. Vernon, Ill., Federal Building, 105 South Sixth Street, P.O. Box 748,
Mount Vernon, I11. 62864, 618-244-4363 (WNon FTS).

Southwest Region (Regions 8, 10, 11, 12)

ARC-I, Dallas, 7839 Churchill Way, Dallas, Tex. 75251, 214-729-5995:
New Orleans Regional Office (8, 1001 Howard Avenue, New Orleans,
Louisiana 70113. 682-6841.
Kansas City Regional Office (10), U.S. Courthouse, 811 Grand Avenue,
Suite 211, Kansas City, Missouri 64106. 758-2631.
Dallas Regional Office (11) Earle Cabell Federal Bldg., 1100 Commerce
Street, Room 4A5, Dallas, Texas 75202. 749-3631.
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Denver Regional Office (12), U.S. Custom House, Room 336, P.O. Box
1860, Denver, Colorado 80201. 327-3951.

Albhuquerque District, Chief~—Federal Bldg, Gold Ave. S.W., Albuquerque,
N. Mex. 505-766-2565: .

Albuquerque District Office, First National Bank East, 5301 Central Ave.,
Albugquerque, New Mexico 87108, 474-3287.

Deming District Office, P.O. Drawer 469, Deming, New Mexico 88080.
474-5511 ask for 546-8823.

Austin Distriet, Chief—Room 367, FOB, 300 E. 8th St., Austin, Tex. 501-
734-5206:

Austin District Office, 55 North Interregional Hgwy., P.O. Box 8, Austin,
Texas 78767, 734-5631.

Houston District Office, 1540 Esperson Bldg., 815 Walker Street, Houston,
Texas 77002. 527-4331.

San Antonio Distriet Office, 1800 Central Building, 1802 N.E. Loop 410,
San Antonio, Texas 78217, 730-4693.

El Paso District Office, 4110 Rio Bravo, Suite 100, El Paso, Texas 79902,
572-7920.

Corpus Christi Distriet Office, 723 Upper N. Broadway, P.0O. Box 2443,
Corpus Christi, Texns 78403, 734-3236.

Del Rio Distriet Office, 3605 Highway 90, West, P.O. Drawer 1247,
Del Rio, Texas 78840, 730-7241.

Fagle Pass Distriet Office, P.O. Box AH, Kagle Pass, Texas 78852, 730-
7236.

MecAllen District Office, 3017 S. 10th Street, P.O. Box 338, McAllen, Texas
78501. 734-4562.

Laredo Distriet Office, Mann Road and Santa Maria Ave., P.O. Box 498,
Laredo, Texas 78040, 734-4616,

Brownsville Distriet Office, 2100 Boea Chica Blvd., Suite 305, Browns-
ville, Texas 78520. 734-8253.

Faleon Heights District Office, Customhouse Building No. 1, P.O. Box 5
Falcon Heights, Texas 78545, 7344623,

Cheyenne District, Chief-—305 FOB, 21st and Carey Sts,, Cheyenne, Wyo.
307-328-2436: Cheyenne District Office, Federal Center, 2120 Capitol Ave.,
Room 8620, Cheyenne, Wyoming 82001, 325-2391.

Dallas Distriet, Chief—Room 11F-37, U.S. Cthse. and FOB, 1100 Commeree
St., Dallas, Texas, 214-749-1817:

Dallas, Texas (Reg.).

Lubbocek Distriet Office, 3302 67th Street, Bldg. No. 2, Lubbock, Texas
79413. 738-7344.

Midland Distriet Office, 100 East Wall Street, P.O. Drawer 2668, Midland,
Texas 79701, 738-1217,

Denver District, Chief—8th Floor, 1050 17th St., Denver, Colo. 80202. 303~
327-4247: Denver, Colo. (Reg.)

Little Rock Distriet, Chief—FOB 700 W. Capitol Ave,, Little Rock, Ark. 501-
740-6261: Little Rock District Office, One Union National Plaza, Suite 850,
Lititle Rock, Arkansas 72201, 740-5265,

SN(E\E'Q%rleans District, Chief—348 FOB, South St., New Orleans, La. 70130. 501—
682~ :
New Orleans, La. (Reg.).
Baton Rouge District Office, 4560 North Boulevard, Suite 118, Baton
Rouge, Louisiana 70806, 687-4254,

Oklahoma City District, Chief—FO0B, Room 4045, 200 N.W. 4th St., Oklahoma,
City, Okla, 73101. 405-231-5041:

Oklahoma City District Office, 0ld Federal Building, 215 N.W. 8rd Street,
Room 250, Oklahoma City, Oklahoma 73102, 736-4141.

Tulsa District Office, 333 'W. 4th Street, Room 8335, Tulsa, Oklahoma
74103. 736~7611.

Wichita District, Chief-—Room 214, IRS Bldg.,, 412 S. Main St,, Wichita,
Kansas, 316-752-6401: Wichita District Office, 202 West First Street, Room 503,
Wichita, Kansas 67201, 752-6601. :

Western Region (Regions 12,13, 14)

ARC-L, San Francisco, 525 Market St., 29th Floor, San Francisco, Calif, 94105,
415-556-6451:

Denver, Col (12).

Seattle Regional Office (13), 221 1st Avenue West, Suite 200, Seattle,
Washington 98119, 399-5443.

3
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Los Angeles Regional Office (14), 350 So. Figueroa St.—Suite 800, Los
Angeles, Cal. 90071, 798-2650.

Boise District, Chief—FB U.S. Cthse, 550 W Fort St, Boise, Idaho. 208-
588-2500: Boise District Office, American Reserve Bldg.,, 2404 Banpk Drive,
SBuite 212, Boise, Idaho 83705. 588-2826.

Anchorage District, Chief—310 K St., Anchorage, Alaska. 907-265-5466:

Anchorage Distriet Office, Loussac-Sogn Building, 429 D Street, Room
306, Anchorage, Alaska 99501. 399-0150 ask for (907)277-7638.

Fairbanks District Office, Federal Building, 200 Cushman Street, P.O.
Box 670, Fairbanks, Alaska 99707. 399-0130 ask for (907)452-1951, ext. 190.

Helena District, Chief—302 FB, Helena, Mont. 406-585-5352: Great Falls
District Office, 1111 14th Street South, P.Q. Box 2887, Great Falls, Montana
59403. 585-1366.

Honolulu District, Chief—1136 Union Mall, Suite 701, Honclulu, Hawaii
06813. 808-546-8644: Honolulu District Office, FAA Building, 4th Floor, 1833
ég‘gllx/lb:%\éz; Avenue, Honoluln, Hawail 96813, 556-8000 ask for Honolulu. 955-

O .

Los Angeles Districf, Chief—POB 300 N. Los Angeles St, Room 5016, Los
Angeles, Calif. 213-798-2670:

Los Angeles Airport Office, 600 Worldway, P.0. Box 91160, Los Angeles,
Calif. 90009. 966-6495.
SQSnn D4iego District Office, 510 A Street, Suite 300, San Diego, Calif. 92101,
3-5654.
Los Angeleg, Cal. (Reg.)
Calexico District Office, 632 Imperial Ave., P.O. Box J, Calexico, Calif.
092231, 894-2440.
Tecate Distriet Office, Port of Entry—Tecate, P.O. Box 67, Tecate, Calif.
92080. 895-5000 ask for (714)426-2900.
26:Il’h§mnix District, Chief-——FB 230 N First Ave 4th Fl, Phoenix, Arizona. 602-

-3781:

Phoenix District Office, Valley Bank Center, Suite 1980, 201 North
Central, Phoenix, Arizona 85073. 261-4866.

Nogales District Office, P.O. Box 39, Mile Post 41/2, U.S. Highway 89,
Nogales, Arizona 85621. 764-4727.

Tucson Distriet Office, Tucson International Airport, P.O. Box 27063,
Tucson, Arizona 85726. 726-6533.

San Luis District Office, P.0O. Box 445, San Luis, Arizona 85349. 261-2578.

Douglas District Office, 2130 15th Street, P.O. Box 1294, Douglas,
Arizona 85607. 261-3900 ask for 364-4431.

Portland Distriet, Chief—Fed Bldg. 1220 Thi d Ave, Portland, Or 97204.
503-423-3201: Portland Distriet Office, Georgia Pacific Building, 900 S.W.
Fifth Ave., Suite 1515, Portland, Oregon 97204, 423-3371.

Reno Distriet, Chief—Room 3-102, ¥'B, 300 Las Vegas Blvd 8., Las Vegas,
Nev. 702~598-6264: Las Vegas District Office, Federal Bldg. & U.S. Courthouse,
300 Las Vegas Blvd, South, P.O. Box 16023, Las Vegas, Nevada 89101, 598-6343.

Salt Lake City District, Chief—447-465 South 4th East, Salt Lake City,
Utah. 801~-588-5901: Salt Lake City District Office, Federal Building, 125 South
State Street, Room 2218, Salt Lake City, Utah 84138, 588-4156. .

San Franeiseo District, Chief—430 Golden Gate Ave., Room 4044, San Francisco,
Calif 94102, 415-556-4280:

San Francisco District Office, 450 Golden Gate Ave., Box 36035, San
Francisco, Calif. 94102. 556-6771. .

Sacramento District Office, Federal Building, 2800 Cottage Way, P.O.
Box 4599, Sacramento, Calif. 95825, 468-4205.

Fresno District Office, P.O. Box 72, Fresno, Calif. 93707, 467-5402.

Seattle District, Chief-—Room 2498, 915 Second Ave; Seattle, Washington
98174. 206-399~5141: }

Seattle Regional Office, 221 Jst Avenue West, Suite 200, Senttle, Wash-
ington 98119, 399-5443.

Spokane District Office, U.S. Courthouse, 920 W. Riverside, P.O. Box
1504, Spokane, Washington 99210. 439-5342. . .

Blaine District Office, 170 C Street, P.O. Box 1680, Blaine, Washington
98230. (206)332-8692 (Non FTS).
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ArpenpIix II
InTERNAL REVENUE CODE
SECTION 6851. TERMINATION OF TAXABLE YEAR

(@) Income Tax in Jeopardy

(1) In general.—If the Secretary or his delegate finds that a taxpayer designs
quickly to depart from the United States or to remove his property therefrom, or
to conceal himself or his property therein, or to do any other act tending to prej-
udice or to render wholly or partly ineffectual proceedings to collect the income
tax for the current or the preceding taxable year unless such proceedings be
brought without delay, the Secretary or his delegate shall declare the taxable
period for such taxpayer immediately terminated, and shall cause notice of such
finding and declaration to be given the taxpayer, together with a demand for
immediate payment of the tax for the taxable period so declared terminated and
of the tax for the preceding taxable year or so much of such tax as is unpaid,
whether or not the time otherwise allowed by law for filing return and paying the
tax has expired; and such taxes shall thereupon become immediately due and
payable. In any proceeding in court brought to enforce payment of taxes mace
due and payable by virtue of the provisions of this section, the finding of the
Secretary or his delegate, made as herein provided, whether made after notice to
the taxpayer or not, shall he for all purposes presumptive evidence of jeopardy.

(2) Corporation in liguidatiion.—If the Secretary or his delegate finds that the
collection of the income tax of a corporation for the current or the preceding tax-
able year will be jeopardized by the distribution of all or a portion of the assets of
such corporation in the liquidation of the whole or any part of its capital stock, the
Secretary or his delegate shall declare the taxable period for such taxpayer im-
mediately terminated and shall eause notice of such finding and declaration to be
given the taxpayer, together with a demand for immediate payment of the tax
for the taxable period so declared terminated and of the tax for the preceding
taxable year or so much of such tax as is unpaid, whether or not the time otherwise
allowed by law for filing return and paying the tax has expired; and such taxes
shall thereupon become immediately due and payable,

(h) Reopening of Taxable Period—Notwithstanding the termination of the
taxable period of the taxpayer by the Secretary or his delegate, as provided in
subsection (a), the Secretary or his delegate may reopen such taxable period each
time the taxpayer is found by the Secrctary or his delegate to have received in-
come, within the current taxable year, since a termination of the period under
subsection (a). A taxable period so terminated by the Secretary or his delegate
may be reopened by the taxpayer (other than a nonresident alien) if he files with
the Secretary or his delegate a true and accurate return of the items of gross
income and of the deductions and credits allowed under this title for such taxable
period, together with such other intormation as the Secretary or his delegate may
by regulations prescribe. If the taxpayer is a nonresident alien the taxable period
so terminated may be reopened by him if he files, or causes to he filed, with the
Secretary or his delegate a true and accurate return of his total income derived
from all sources within the United States, in the manner prescribed in this title.

(c) Citizens—In the case of a citizen of the United States or of a possession of
the United States about to depart from the United States, the Secretary or his
delegate may, at his discretion, waive any or all of the requirements placed on the
taxpayer by this section.

(d) Departure ot Alien—Subject to such exceptions as may, by regulations, be
prescribed by the Secretary of his delegate—

(1) No alien shall depart from the United States unless he first procures
from the Secretary or his delegate a certificate that he has complied with all
the obligations imposed upon him by the income tax laws.

(2) Payment of taxes shall not be enforced by any proceedings under the
provisions of this section prior to the expiration of the time otherwise allowed
for paying such taxes if, in the case of an alien about to depart from the
United States, the Secretary or his delegate determines that the collection
of the tax will not be jeopardized by the departure ot the alien.
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(e) Furnishing of Bond Where Taxable Year Is Closed by the Secretary or His
Delegate—Payment of taxes shall not be enforced by any proceedings under the
provisions of this section prior to the expiration of the time otherwise allowed for
paying such taxes if the taxpayer furnishes, under regulations prescribed by the
Secretary or his delegate, a bond to insure the timely making of returns with
respect to, and payment of, such taxes or any income or excess profits taxes for
prior years.

SECTION 6861, TEOPARDY ASSESSMENTS OF INCOME, ESTATE, AND GIFT TAXES

(a) Authority for Making.~—1If the Secretary or his delegate believes that the
assessment or collection of a deficiency, as defined in section 6211, will be jeop-
ardized by dulay, he shall, notwithstanding the provisions of section 6213(a),
imnsediately assess such deficiency (together with all interest, additional amounts,
and additions to the tax provided for by law), and notice and demand shall be
made by the Secretary or his delegate for the payment thereof.

(b) Deficiency Leiters.—1f the jeopardy assessment is made before any notice
in respect of the tax to which the jeopardy assessment relates has been mailed
under section 6212(a), then the Secretary or his delegate shall mail a notice under
such subsection within 60 days after the making of the assessment.

(c) Amourt Assessable Before Decision of Tux Court.—The jeopardy assessment
may be made in respect of a deficiency greater or less than that notice of which
has been mailed to the taxpayer, despite the provisions of section 6212(c) pro-
hibiting the determination of additional deficiencies, and whether or not the
taxpayer has theretofore filed a petition with the Tax Court. The Secretary or
his delegate may, at any time before the decision of the Tax Court is rendered,
abate such assessment, or any unpaid portion thereof, to the extent that he
believes the assessment to be excessive in amount, The Secretary or his delegate
shall notify the Tax Court of the amount of such assessment, or abatement, if
the petition is filed with the Tax Court before the miaking of the assessment or is
subsequently filed, and the Tax Court shall have jurisdiction to redetermine the
entire amount of the deficiency and of all amounts assessed at the same time in
connection therewith. .

(d) Amount Assessable After Decision of Tax Court.—If the jeopardy assessment
js made after the decision of the Tax Court is rendered, such assessment may be
made only in respect of the deficiency determined by the Tax Court in its decision.

(¢) Expiration of Right to Assess.—A jeopardy assessment may not be made
after the decision of the Tax Court has become final or after the taxpayer has
filed a petition for review of the decision of the Tax Court.

(f) Collection of Unpaid Amounis—When the petition has been filed with the
Tax Court and when the amount which should have been assessed has been deter-
mined by a decision of the Tax Court which has become final, then any unpaid
portion, the collection of which has been stayed by bond as provided in section
6863(b) shall be collected as part of the tax upon notice and demand from the
Secretary or his delegate, and any remaining portion of the assessment shall he
abated. If the amount already collected exceeds the amount determined as the
amount which should have heen assessed, such excess shall be credited or refunded
to the taxpayer as provided in section 6402, without the filing of claim therefor.
If the amount determined as the amount which should have been assessed is
greater than the amount actually assessed, then the difference shall be assessed
and shall be collected as part of the tax upon notice and demand from the Secre-
tary or his delegate.

(g) Abatement if Jeopardy Does not Exist.—The Secretary or his delegate may
abate the jeopardy assessment if he finds that jeopardy does not exist. Such
abatement may not be made after a decision of the Tax Court in respect of the
deficiency has been rendered or, if no petition is filed with the Tax Court, after
the expiration of the period for filing such petition, The period of limitation on the
making of assessments and levy or a proceeding in court for collection, in respect
of any deficiency, shall be determined as if the jeopardy assessment so abated
had not been maée, except that the running of such period shall in any event be
suspended for the. period from the date of such jeopardy assessment until the
ei\;pire:jtion of the 10th day after the day on which such jeopardy assessment is
abated. s
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SUPREME COURT OF THE UNITED STATES
Syllabus
" Laing
v,
UNITED STATES ET AL,
CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE SECOND CIRCUIT

No. 73-1808. Argued January 21, 1975—Reargued October 15, 1975—Decided
January 13, 19761

These cases involve two income-tax payers whose taxable years were terminated
by the Internal Revenue Service (IRS) prior to their normal expiration dates
pursuant to the jeopardy termination provisions of § 6851 (a)(1) of the Internal
Revenue Code of 1954 (Code), which allow the IRS immediately to terminate a
taxpayer’s taxable period when it finds that the taxpayer intends to commit any
act tending to prejudice or render ineffectual the eollection of his income tax for
the current or preceding taxable year. Under § 6831 the tax is due immediately
upon termination, and upon such termination the taxpayer’s taxable year comes
1o a close. In each case, after the taxpayer failed to file a return or pay the tax
asgessed as demanded, the IRS levied upon and seized property of the taxpayer
without having sent a notice of deficiency to the taxpayer, a jurisdictional pre-
reguisite to a taxpayer’s refund suit in the Tux Court, and without following the
other procedures mandated by § 6861 el seq. of the Code for the assessment and
collection of a deficiency whose collection is in jeopardy.

The Government contends that such procedures are inapplicable to a tax
liability arvising after a § 6851 termination beeause such liability is not a “defi-
cieney”’ within the meaning of § 6211 (a) of the Code, where the term is defined
as the amount of the tax imposed less any amount that may have been reported
by the taxpayer on his return. In No. 73-1808 the District Court held that a
deficiency notice is not required when a taxable period is ternrinated pursuant
to § 6851 (a2)(1), and dismissed the taxpayer's suit for injunctive and declaratory
relief on the ground, infer alia. that it was prohibited by the Anti-Injunction Act,
§ 7421 (a) of the Code, and the Court of Appeals affirmed. In No. 74~75 the
District Court granted the taxpayer injunctive relief, holding that the Anti-
Injunction Act was inapplicable because of the IRN’s failure to follow the pro-
cedurce of § 6861 ef seg., and the Court of Appeals affirmed. Held: Based on the
plain language of the statutory provisions at issue, their place in the legislative
scheme, and their legislative history, the tax owing, but not reported, at the time
of a § 6851 termination is a deficiency whose assessment and collection is subject
to the procedures of § 6561 ef seg., and hence bhecause the District Director in
each case failed to comply with these requirements, the taxpayers’ suits were not
barred by the Anti-Injunction Act. Pp. 7-23.

(a) Under the statutory definition of § 6211 (a), the tax owing and unreported
after a jeopardy termination, which in these cases, as in most § 6851 terminations,
is the full tax due, is clemly a deficiency, there being nothing in the definition to
suggest that a deficiency can arise only at the conclusion of a 12-month taxable
year and i being sufficient that the taxable period in question has come to an
end and the tax in question is due and unreported. Pp. 11-13.

(b) To deny a taxpayer subjected to a jeopardy termination the opportunity
to litigate his tax liability in the Tax Court, as would be the case under the Gov-
ernment’s view that the unreported tax due after a jeopardy termination is not
a deficiency and that hence a deficiency notice is not required, would be out of
keeping with the thrust of the Code, which generally allows income-tax payers
access to that court. Pp. 14-15.

(c) The jeopardy assessment and termination provisions have long been treated
in a closely parallel fashion, and there is nothing in the early codification of such
provisions to suggest the contrary. Pp. 15-21.

No. 73-1808, 496 F. 2d 853, reversed and remanded; No. 74-75, 493 F. 2d
1211, affirmed.

1 Tagether with No. 74-75, United States et al. v. Hall, on appeal to the United States
Court of Appeals for the Sixth Cireuit,

Y
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MARSHALL. J., delivered the opinion of the Court, in which BRENNAN, STEWART,
Wuirs, and PoweLL, JJ., joiried. BRENNAN, J., filed a concurring opinion. Br.Ack-
MUN, J., filed a dissenting opinion, in which Birerr, C. J., and Reunaquist, J,,
joided. STEvENs, J., took no part in the consideration or decision of the cases.

. . Aveust 4, 1976.
Memorandum to: All Regional Commissioners, All Service Center Directars, and
- Al District Directors. )
From: Director, Intelligence Division CP:I:P.
Subject: High-level Drug Leaders Tax Enforcement Project.

We are transmitting to the Chiefs;, Inteltigence Staff, under separate cover, a
list of individuals who have been identified by the Drug Enforcement Admin-
istration (DEA) as DEA Class I violators, along with related information also
furnished hy DEA.

The material is being sent to the Chiefs, Intelligence Staff for processing in
accordance with the interim guidelines contained in this memorandum. The inter-
im guidelines, which are restricted to the processing of the information we received
from DEA on Class I violators, also include instructions for the processing and
evaluation of these items Ly the district Intelligence Division after the items are
referred there by the service centers.

We ask that the Chiefs, Inte!ligence Staff give the highest priority to the process-
ing of this information.

The interim guidelines, presented below, should be followed until the Mem-
orandum of Understanding between DEA and IRS is implemented by instructions
issued in an Internal Revenue Manual document.

Service Center Processing of DEA Project Information Items

(a) The information furnished by DEA concerning DEA Class I violators will
be referred to in this memorandum as “DEA Project information items.”

(b) The Chief, Intelligence Staff at the Service Center will:

(1) on a priority basis, process the DEA Project information items, transmitted
by the National Office, in accordance with Manual Supplement 93G-164,! ““Cen-
tralized Evaluation and Processing of Information Items,” dated March 4, 1976;

(2) insert the words, “DEA I in Item 6a. of each Form 3949, Intelligence
Information Item; and

(3) on a priority basis, send a photocopy of the information item, without
initial evaluation, to the appropriate Chief, Intelligence Division, along with
pertinent returns, transcripts, and other available data.

District Processing of DEA Project Information Items :

(a) The DEA Project information items will be evaluated by the Chief, Irtelli-
gence Division, using established IRS standards.

(b) To assist in the evaluation of the information item, the Chief, Intelligence
Division may supplement the information furnished by DEA: by contacting the
lochl’DEA qffice; by making other limited inquiries described in IRM 9311.2:(3);
or by gathering information on the individual in accordance with Manual Supple-
ment 93G—-152,2 Information Gathering Guidelines.

(c) The items evaluated as lacking criminal potential will be returned to the
Chief, Intelligence Staff or referred to the district Audit or Collection function,
as appropriate. .

(d) It is contemplated that the final Project instructions will require the Chief,
Intelligence Division, to notify the Director, Intelligence Division, through,
channels of any DEA Project information item that is lacking criminal potential.
This determination would not be finalized until any authorized Information
Gathering was completed. The notification will provide sufficient data to the
Director to explain why the individual was not selected for Intelligence investi-
gation. However, such reports should not be submitted until the final Project
instructions are issued.

Intelligence Division Recordkeeping Requirements

(a) All Project activity will be considered as within the Special Enforcement
Program (SEP), i

1QR 1(15)G-103, 41G-108, 45G-250, 51G-132, §(11)G-65, 71G—14, 92G-25, 95G—61.

942(3}5;71(15)&91, 41G-105, 42G-328, 45G-231, 51G-118, 5(12)G-25, 61G-83, 7iG-9,
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(b) A special program code is not being assigned to this Project. Instead, the
appropriate existing SEP program code will be used. (See B.(6) of Exhibit 400-3
of IRM 9570, Case Management and Time Reporting System Handbook.).

(¢) National Office Project Numbbr 21 has been assigned to track Project
activity under the Case Management and Time Reporting System. Accordingly,
each region and each district will establish a project number, using National
Office Project Number 21 as the first two digits. (See 300 of IRM 6570, Case
Management and Time Reporting System Handbook.)

The above instructions will be reissued in the Internal Revenue Manual in
accordance with IRM 1254,

Tuomas J. CrLancy.

RecronAL CoMMISSIONERS, DisTRIcT DIRECTORS, DIRECTOR OF INTERNATIONAL
OPERATIONS AND INTERNAL REVENUE SERVICE

Director, IRS Data Center of the Internal Revenue Service:

On July 30, 1976, a copy of a Memorandum of Understanding between the
Drug Enforcement Administration (DEA) and the Internal Revenue Service
(IRsS) was sent to all regional commissioners and district directors. The procedures
for identifying and reporting of all narcotics cases are set forth herein. These
procedures are effective immediately. These procedures are contained in a manual
supplement, presently in clearance, which sets forth the guidelines for the imple-
mentation of the DEA-IRS agreement in its entirety.

All narcotics cases will derive from two sources. The first source will be clags L

violators information.

Items received from DEA (both termination and nontermination cases) under
the DEA-IRS agreement, dated July 27, 1976,

The second source will be all other cases having a narcotics feature.

Current procedures do not provide for a special source code for the identifica~
tion of narcoties cases on the Form 1247, examination record (scrip) or on the
Form 5546, audit return charge-out (AIMS). Source code (16). DEA/narcotics,
has heen assigned to identify all narcoties cases. The source code on all narcotics
cases currently assigned should be changed to source code 16. Source code 16 will
be used on all future requisitions of cases having a narcotics feature. In districts
operating under scrip, procedures for changing source codes are in 142(10)2 of
IRM 4810, audit reports handbook. In districts operating under AIMS, procedures
for changing source codes are in exhibit 200-9 of IRM 48(13)1. AIMS—use of
forms and special handling procedures.

Current procedures do not provide for special activity codes for time applica~
tions of narcotics cases on Form 4502, audit technical time report, report symbol
NO-CP-A-171.

The firat three (3) digits (first segment) of the six (6) digit activity code will
be the numbers reflected in item 11. Code activity, Form 1247. Where there is no
return, Code 193, Form 1040—unallocated, will be used for individuals and code
281, Form 1120—unallocated, will be used for corporations. Activity codes 193
and 281 cannot be used to requisition returns. When the first three digits of the
activity code is established, time charged to the unallocated codes will be dis-
tributed in accordance with the procedures outlired in section (12) 34.263(2).
IRM 4510, audit reports handhook.

The last three (3) digits (second segment) of the six (6) digit activity code will
be determined as follows: Fourth digit, technique, for revenue agents will always
be three (3).

Fifth digit, category, will always be five (3), narcotics related.

Sixth digit, special feature, will be one of the fcllowing four codes:

Code 4—Narcotics termination—DEA class I violators
Code 5—Narcotics termination—Other
Code 6—Narcotics non-termination—DEA class I violators
Code 7—Narcotics non-termination—QOther
AIS\[}ecial instructions will be issued in October 1976 for a one-time update of

MS.

JorN L. WEbick, Jr,
Director, Audit Division.
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Howeyer, in any other significant case not included in this category, the Chief,
Intelligence Division will consult with regional counsel as to the potential impact
of the dual prosecution policy as early as practicable in the investigation.
The application of the dual-prosecution policy; the preceding notwithstanding,
will continue to be determinable on a case-by-case basis.
This material will be reissued in the Law Enforcement Manual.
Davip GasToN,
Director, Criminal Tax Division.
Parry McCavry,
Acting Direclor, Intelligence Division.

OctorER 20, 1976.

Internal Revenue Service memorandum to: Al Regional Commissioners, Al
Service Center Directors, and All Distriet Directors.

From: Deputy Commissioner CP:I:P.

Subject: High-level Drug Leaders Tax Enforcement Project.

This memorandum contains additional interim instructions for implementing
the High-level Drug Leaders Tax Enforcement Project. Prior interim instructions
were issued in the following documents:

(2) Memorandum, dated Augnst 3, 1976, addressed to all Regional Com-
missioners and Distriet Directors, from the Commissioner;

(b) Memorandum, dated August 4, 1976, addressed to all Regional Commis-
sioners, Service Center Directors, and District Directors, from the Director,
Intelligence Division;

(e) Telegram, dated August 6, 1976, addressed to all Regional Commissioners
and District Directors, from the Divector, Audit Division;

(d) Telegram, dated August 16, 1976, addressed to all ARC's (Intelligence)
and District Directors, from the Director, Intelligence Division;

(e) Telegram, dated August 17, 1976, addressed to all Regional Commissioners
and District Directors, from the Director, Audit Division; and

(f) Telegram, dated August 23, 1976, addressed to all ARC’s (Intelligence),
District Directors, and Regional Counsels, from the Acting Director, Intelligence
Division and the Director, Criminal Tax Division, Office of the Chief Counsel.

Regional Responsibilities -

Regional officials will closely monitor all aspects of the Projeet to ensure that
Project ohjectives, as set forth in the IRS-DEA Memorandum of Understanding,
are achieved.

District Processing of DEA Class I Information Items

DEA Class I information items evaluated as lacking criminal potential but
which have apparent or possible Audit or Collection potential will be referred by
the Chief, Intelligence Division direct to the Chief of the Audit or Collection
activity in the district.

The Chiefs of the Audit and Collection activities in the district will establish
sufficient controls to ensure that all DEA Class I information items are evaluated
expeditiously and in accordance with established IRS standards.

DEA Class I information items determined by the distriet Audit and Colleetion
activities not to have civil potential will be returned promptly to the Chief,
Intelligence Division, who will make a record of the disposition and forward the
information item to the Chief, Intelligence Staff. The Chief, Intelligence Staff
will process the information item as an item determined to lack civil potential
(see Section 5.039 b (3) of Manual Supplement 93G-164, CR: 1(15)G-103,
41G-108, 45G-250, 51G-132, 5(11)G-65, 71G~14, 92G-35, and 95G-61, “Cen-
tralized Evaluation and Processing of Information Items,” dated March 4, 1976).

It is confemplated that the final Project instructions will reguire the Chief,
Intelligence Division to submit periodic reports on the status and disposition of the
DEA Class I information items furnished by DEA through the National Office.
Accordingly, each Chief should keep a record of such items, pending further
instructions. It is also contemplated that a.copy of the report will be required to be
furnished to the Chief, Intelligence Staff so that he/she may update the Central-
ized Information Item System.
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AbsIsTANT REGIONAL CoMMISSIONERS (INTELLIGENCE) AND DisTrICcT DIRECTORS,
InTERNAL REVENUE SERVICE :

HIGH-LEVEL DRUG LEADERS TAX ENFORCEMENT I’ROJECT .

Each Chief, Intelligence Division shall immediately review all open Intelligence
Division cases in the district inventory involving high-level drug leaders and
financiers. Thoseé cases that meet the criteria for SEP-1 or SKP-8a (Strike force)
should immediately be reclassified as within the high-level drug leaders tax en-
forcement project. Districts will update the statistical record on each such case
that qualifies fcr inclusion in the project by entering the designated project
number (national office project number 21 prefix) in item 57 of form 4930,

Each Chief, Intelligence Division will submit a statistical report on project cases
in inventory to the ARC (Intelligence) by close of business August 25, 1976. The
chief will report the total number of project cases in inventory, including those
reclassified in accordance with the above instructions, The total will be further
broken out to show the number of cases originating from the DEA class I lists
furnished by DEA to the national office, the number of cases picked up from
existing SEP-1 cases, and the number of cases picked up from existing SEP-3a
cases.

The ARC (Intelligence) will transmit the consolidated report, broken out by
district, to CP:I:0 via facsimile by close of business August 26, 1976.

Tromas J. CraNey,
Director, Intelligence Division.

Avagust 17, 1976.

Rearonan CommisstoNERS, DisTRIcT DirEcTORS, DIRECTOR OF INTERNATIONAL
OPERATIONS AND DIRECTOR, IRS Dara CENTER OF THE INTERNAL REVE-
NUE SERVICE

(MSARD) (INFO: MSOICDC) This establishes an audit division interim
manual reporting system for high-level drug trafficker cases.

Guidelines for high-level drug traffickers program are outlined in the memo-
randum of understanding between the Internal Revenue Service and the Drug
Enforcement Administration, copy sent to all regional commissioners and district
directors August 3, 1976.

To effectively monitor thig program, we request the following information for
the month ending July 31, 1976:

1. Number of all cases in process which involve narcotics.

2. Number of all cases closed which involve narcotics.

3. Deficiencies on all cloged cases which involved narcotics.

The report from the regional offices for the month of July is due to the Director,
Audit Division, CP:A:S:S, no later than August 27, 1976, Subsequent monthly
reports will be due by the 25th of each succeeding month. Negative replies are
requested. An automated system of reporting is currently being developed.

Reporting symbol to be used for this report is NO-CP:A60(P).

Jory L. Wepick, Jr.,
Director, Audit Division.

[Telegraphic Message]
Avugust 25, 1976.
All Regional Counsel and Branch Offices, IRS.
All Assistant Regional Commissioners (Intelligence), IRS.
All District Directors, IRS.

The Office of Chief Counsel (IRS) and the Tax Division, Department of Justice,
have agreed to entertain prosecution recommendations involving taxpayers in-
cluded in the high-level drug leaders tax enforcement project previously con-
victed and sentenced to terms of imprisonment of up to five years. This considera-
tion is to be primarily applicable to project cases involving DEA Class I taxpayers.
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Processiné Project Cases
Sufficient controls will be established by.the Chiefs of the district Intelligence,

Audit, and Collection activities to ensure that all Project cases in the activity’s
inventory are investigated, examined, and processed expeditiously.
Intelligence Division Reporling Procedures -

The Intelligence Division in the National Office will primarily rely upon the
Case Management and Time Reporting System for Project statistical data to
monitor field activity and to periodically report on progress and accomplishments
to 1RS, Treasury; and other interested officials. Therefore, it is essential that the
district Intelligence function continuously ensure that the statistical record on the
System is both accurate and current,

As a part of the automated Intelligence reporting system, a special source code
has been_established to permit identification and segregation of Intelligence
Division Project cases involving individuals classified as DEA Class I violators, as
distinguished from other Project cases. Accordingly, source code “12, DEA I’ will
be entered in Ttem 14 of Form 4929, Intelligence Case/Project Record (Initial), for
Project cases and activity concerning individuals identified by DEA as Class I
violators. Existing source codes will be used for other Project cases and activity
(see B. (14) of Exhibit 400-3 of IRM 9570, Case Management and Time Reporting
System Handbook). Any Project case involving an individual subsequently clas-
sified by DEA as a Class I violator will be recoded to indicate source code “12,
DEA 1, by use of Form 4930, Intelligence Case/Project Record (Turnaround).
In addition, if the district received notification of the DEA Class I classification
other than through the National Office, the Chief, Intelligence Division will notify
the Director, Intelligence Division that the case has been so classified, by a state-
ment in the month-end memorandum report required below.

The Case Management and Time Reporting System will be used to track all
Intelligence cases involving individuals engaged in illicit dealings in narcotics,
including those narcoties cases not coming under this Project. The “‘illegal activity
code’ will be used to track these latter cases. Therefore, it is important that the
statistical record on each narcotics case, whether or not included in the Project,
reflects an illegal activity code in the *“050" series (see B.(17) (b) of Exhibit 400-3
of IRM 9570, Case Management and Time Reporting System Handbook). The
statistical record on each narcotics case should immediately be reviewed by the
district and updated, as necessary, to ensure the record is accurate with respect to
the illegal aclivity code.

Some manual reporting will be required to augment the data from the automated
reporting system. Accordingly, each Chief, Intelligence Division will submit a
month-end Project report, through the District Director, to the ARC (Intelligence)
for consolidation and submission to the Director, Intelligence Division (Attention:
CP:1:0). The report is to be submitted to reach the National Office by the 20th
day of the subsequent month. The initial report will be prepared as of September
20, 1976. Negative reports are required. The month-end reports (Report Symbol
NO-CP:I-60) will contain the following information:

(a) a brief summary of noteworthy Project activities during the month, including
action on cases of significance; and

(b) in the initial report, a separate attachment listing all cases included in the
Project as of September 30, 1976. The subsequent monthly reports will contain a
separate attachment listing cases placed into the Project since the prior report.
The list will include the following information:

1. Taxpayer’s name.

2. Taxpayer’s address.

8. Years under investigation.

4. Case number.

5. Whether or not disclosure has already been granted.

Information from the above lists will be transmitted by the National Office to-
the Department of Justice, in accordance with their request, to enable Justice to
request disclosure for the Narcotic and Dangerous Drug Section of the Criminal
Division and for the appropriate U.S. Attorney.

The above instructions will be reissued in the Internal Revenue Manual in
accordance with IRM 1254,

W. E. WirLiams,

81—443~—T77T——4
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OcrosEer. 15, 1976.

AssisTANT REGroNaL CoMmMISSIONERS (Aupir), DistrRier DIRECTORS, APPEL-
LATE BraNcr Orrices, REcroNan. CoOMMISSIONERS, ASSISTANT REGIONAL
CoMMISSIONERS (APPELLATE), DIRECTOR OF INTERNATIONAL OPERATIONS,
Service CeNTER DIrRecrors, aNDp Direcror, IRS Dara CENTER OF THE
INTERNAL REVENUE SERVICE

Per the teletype dated August 6, 1976, addressed to all Regional Commissioners
and District Directors, audit divisions were instructed to identify all income
tax returns having an illegal narcotics feature by assigning special source code 16.

These instructions provide for updating the aims data base for all illegal nar-
cotics returns currently in audit and appellate inventories and for returns sub-
sequently identified as having illegal narcotics features. In addition to the special
source code, the following special project codes have been assigned to further
identify these returns.

Description Special Project Codes

DEA Class I-—Termination . . e
DEA Class I-—Jeopardy _— - .o
DEA Class I—Other. .. . e
Non-DEA—Termination. . . e
Non-DEA—Jeopardy - - o e
Non-DEA—Other. _ . e

T{lis is to enable audit and appellate divisions to monitor and report program
resulis.

The narcotics feature of a case will control its designation for purposes of re-
porting results, inventory, and time. Thus, a case with dual features, e.g., narcotics
and strike foree, will be designated as a narcotics case.

For returns currently in inventory, effective immediately, audit and appellate
managers will:

(1) Prepare a form 6340 (Audit Correction Request) for each identified return
in their area as follows:

(a) Attach audit Label in item 1.

(b) Enter 16 in item 26.

(c) Enter 81—in the shaded area to the right of preprinted item 80 (it is
mandatory to enter the dash (—)) following 81.

(d) Enter the appropriate one digit special project code following the dash
in item 81.

(e) Sign and enter their audit organization code or appellate office code
in item 90.

(2) Forward the forms to the terminal serving their functional area.

(3) Associate and retain the form 5349 with the case file when the form 5349 is
returned by the terminal operator.

The terminal operator will process the form 5349 in the normal manner. The
terminal will accept the item number 81 input even though this item is not pre-
printed on the form 5349,

On an ongoing basis, the above procedures will be followed by audit and appel-
late managers immediately when a return in their area is identified as having an
illegal narcotics feature.

For subsequent changes to the special project code, follow the same processing
procedure above, entering 81— in the shaded area to the right of the preprinted
80— and the new special project code.

Audit division will continue to submit the interimm manual reports for drug
trafficker cases required per teletype dated August 17, 1976, to all Regional
Commissioners and all Distriet Directors until notified by the national office that
the automated system is fully implemented.

Beginning with the October report, appellate division monthly report con-
ferees’ manhours (report symbol NO-CP:AP-6), submitted on form 2289, appel-
late offices should include the following data:

UL W=

DEA class | Non-DEA

1 Number of wark units in inventory—End of month....___.__..

a) Tax years within work units_.____. ... - PP
2 Total hours expended on work units this month (open and closed).o - onee O
3 Number of work units closed thismonth_._.._._.___..___ ————-
4 Cumulative hours expended on work units closed this month_ . ______ e ————— o ———————
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If an appellate office has a negative report for the month, this should be indi~
cated on the Form 2280, .
The above procedures will be incorporated in the IRM as soon as possible.
Joux L. WebIck, Jr.,
Director, Audit Division.
H. S. RosFrLp,
Acting Direclor, Appellate Division,

NoveMser 6, 1976.

ArL ARC’s (INTELLIGENCE) AND ArnL DisTricT DIRECTORS OF THE INTERNAL
REVENUE SERVICE

HIGH-LEVEL DRUG LEADERS TAX ENFORCEMENT PROJECT

In my memorandum of August 4, 1976, you were advised that the final instrue-
tions on the above project would require the Chief, Intelligence Division to
notify the Director, Intelligence Division of any DEA class I information item
that is not selected for intelligence investigation. It has become necessary to
request the submission of those reports now, rather than await the issuance of
the implementing manual supplement. In addition, procedures are provided for
associating a copy of the report with the related DEA class I information item.

Fach DEA class I information item already evaluated as lacking intelligence
potential and each DEA class T information item evaluated in the future as
lacking intelligence potential, will be the subject of a separate closing report from
the Chief, Intelligence Division to the Director, Intelligence Division. This
evaluittiog would not be finalized until all authorized information gathering is
completed.

The report will be in memorandum form, will provide sufficient data to explain
why the individual was not selected for intelligence investigation, and will indi~
cate what disposition was made of the DEA class I information item.

The originais of the closing reports on DEA eclass I information items evaluated
through October 31, 1976 as lacking intelligence potential wiil be submitted by
the Chief, Intelligence Division to the ARC (Intelligence). The ARC (Intelli-
gence) will prepare a summary-type report explaining the major reasons for non-
selection and will transmit the report, a{)ong with the original of each of the closing
reports, so as to reach the Director, Intelligence Division (attention: CP:1:0)
by November 22, 1976.

For subsequent periods, the Chief, Intelligence Division will submit the orig-
inals of the closing reports for the month to the ARC (Intelligence) at the end
of the month. The ARC’s summary-type report, accompanied by the originals
of the closing reports, will be submitted to reach the Director, Intelligence Divi-
sion (attention: CP:1:0) by the twentieth day of the subsequent month.

The Chief, Intelligence Division will attach a copy of the closing report described
ahove to the DEA class I information item when it is referred to the district audit
or collection function, for retention in the audit or collection case file, or when it
is closed to file. Copies of the cloging reports relating to DEA clags I information
items referred to the district audit or collection function or closed to file prior to
the issuance of this telegram will be transmitted by the Chief, Intelligence Divi-
sion to the appropriate function for association with the related information item.

These instructions will be reissued in the Internal Revenue Manual in accord-
ance with IRM 1254,

TrOMAS J. Crancy,
Director, Intelligence Divigion.

AUpIT ANp INVESTIGATION
P—4-86—APPROVED JUNE 17, 1968

Rewards delermined by value of informalion furnished.—Claims for reward (Form
211) will be paid commensurate with the value of the information furnished
volmtarily and upon the informant’s own initiative with respect to taxes, fines,
und penaltics (but not interest) collected, The amount of reward will be deter-
miined as follows:
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(1) for specific and responsible information which caused the investigation
and resulted in the recovery, the rew: '} shall be 10 percent of the first

- §75,000 recovered, § percent of the next 3,000 and 1 percent of any addi-

tional recovery, with the total reward not exceeding $50,000;

(2) for information which caused the examination and which was of value
in the determination of tax liabilities, although not specifie, and for informa-
tion which was a direet factor in the recovery, the reward shall be 5 percent of
the first $73,000 recovered, 214 percent of the next $25,000 and 15 percent
of any additional recovery, with the total reward not exceeding $50,000;

(8) for information that caused the investigation but which was of no
value in the determination of the tax liability, the rewards shall be one per-
cent of the first $75,000 recovered and !¢ percent of any additional recovery,
with the total reward not exceeding $50,000.

Combination of reward rates may apply in ceriain cases.—If the recovery is
attributable to information within two or more of the above categories, the
respective rates of reward shall be applied—as for example where the examination
discloses additional taxes based on adjustments some of which are and some of
which are not related to the subject matter of the information supplied, or where
the examination proceeds to other taxpayers not indicated by the informant.

No reward paid if less than §25.—No reward will be paid if the recovery was so.
small as to call for payment of less than $25.00 under the above formula.

Grounds for rejecting claims.—Claims for reward will be rejected for the follow-
ing reasons: :

(1) information furnished by informant was of no value;

(2) information furnished by informant was already known to the Service
or available in accessible public records;

(3) where payment of a reward would be inappropriate, for example,
when the informant participated in the evasion scheme or prepared the return
for the taxpayer with the knowledge that taxes were heing evaded;

(4) informant obtained, or furnished, the information while a Department
of the Treasury employee;

(5) informant obtained the information as part of hisfher official duties
as an employee of any other Federal agency;

(6) informant obtained or furnished the information while a State officer
or member of a State body or commission having access to Federal returns,
copies or abstracts;

(7) payment would be contrary to State or local law.

P—4—87-—APPROVED FEBRUARY 6, 1961

Tazxpayers to be nolified of assessments under bankrupicy provisions.—Appropriate:
letters advising the taxpayer of the assessment of tax liability under the bankruptey
provisions of the Internal Revenue Code will be issued by District Directors in
all such cases on all open years where deficiencies have been determined and no
assessments made, including cases in the 90-day status, and cases before any
regional Appellate Division, including cases docketed ny the United States
Tax Court.

Conjferences may be granted bankrupls, but only on determination of tax.——If the
taxpayer protests the defermination set forth in the lefter referred to above, and
requests a conference, such conference will be held in the office of the District
Director solely for the purpose of determining the correct tax liability and will
relate to all open years as to which protest has been made unless the case is under
consideration by the reglonal Appellate Division. Only one conference will be held
unless it develops that additional information can be furnished which has a
material bearing upon the tax liability, in which case the conference may be:
continued at a later date.

P—4-88---APPROVED SEPTEMBER 28, 1978

Jeopardy assessments to be used sparingly and assessment to be reasonable in
amount,—Jeopardy assessments should be used sparingly and care should be taken
to avoid excessive and unreasonable assessments. They should be limited to
amounts which reasonably can be expected to protect the Government. Each
jeopardy assessment must receive the personal approval of the District Director,
or the Director of International Operations. (Policy statement P-4-84, concerning
evaluation of the overall interests of enforcemient of the law where both criminal.
and civil aspects of cases are involved, will be followed.)
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Conditions under which jeopardy assessments may he made~—A. jeopardy assess-
ment will not be made by the Service without the existence of at least one of the
three following conditions:

(1) The taxpayer is or appears to be designing quickly to depart from the
United States or to conceal himself/herself.

(2) The taxpayer is or appears to be designing quickly to place his/her or
its property beyond the reach of the Government either by removing it from
the United States, by concealing it, by transferring it to other persons, or
by dissipating it.

(83) The taxpayer's financial solvency is or appears to be imperiled. (This
does not inelude cases where the taxpayer becomes insolvent by virtue of the
accrual of the proposed assessment of tax, penalty and interest.)

Prior National Oflice notification required in ceriain cases—Notwithstanding the
-existence of one or more of the above-cited conditions, in any case which might
eause serious inconvenience to the general publie, a jeopardy assessment should
not he made without prior notification of the appropriate Division Director in the
Nationul Office having functional supervision over the initiating function in dis~
trict offices. Examples of such casez include banks, newspapers, insurance com-
panies, hospitals, and public utility companies.

Taxpayer’s request for veconsideration of jeopardy assessment action will be
expedited.—A taxpayer's written request for reconsideration of the Director’s
decision that collection of the tax was in jeopardy, or that the amount of the
assessment was excessive, will be considered immediately.

Admindstrative reviews will be provided.—VUpon written request, a taxpayer will
be provided an administrative review by the person responsible for the District
Conference function or Regional Appellate Division. If a case is unagreed after
Distriet Conference, a taxpayer may request a regional Appellate conference in
cases under its jurisdiction. In either event, the review will be conducted expe-
ditiously. Action to abate all or a part of the tax or to issue a statutory notice of
of deficiency, if necessary, will be initiated by the function responsible for the
final determination.

Jeopardy assessmentz involving alcohol, ltobacco and firearms lares.~—Jeopardy
assessments involving aleohol, tobaeco and firearms taxes are processed by service
centers when requested by a regional director of the Bureau of Alcohol, Tobacco
and Firearms,

P-4-84—APPROVED SEPTEMBER 28, 1976

Termination of taxable period to be used sparingly and assessment to be reasonable
i amoun{.—Termination of taxable period and assessment should be used
sparingly and care should be taken to avoid excessive and unreasonable assess-
ments, They should be limited to amounts which reasonably can be expected to
equal the ultimate tax liability for the terminated period. Each termination of
tuxable period and assessment must receive the personal approval of the District
Director or the Director of International Operations. (Policy statement P-4-84,
concerning evaluation of the overall interests of enforcement of the law where
both eriminal and eivil aspects of cases are involved, will be followed.)

Conditions under which {ermination of taxable period and assessment may be
made—A termination of taxable period and assessment will not be made without
the existence of at least one of the three {ollowing conditions:

(1) The taxpayer is or appears to be designing quickly to depart from the
TUnited States or to conceal himself/herself.

(2) The taxpayer is or appears to be designing quickly to place his/her or
its property beyond the reach of the Government either by removing it from
the United States, or by concealing it, or by transferring it to other persons,
or by dissipating it.

(8) The taxpayer's financial solvency is or appears to be imperiled, (This
does not include cases where the taxpayer becomes insolvent by virtue of
the accrual of the proposed assessment of tax, and penalty, if any.) .

Tazxpayer’s request for reconsideration of terminalion assessment action will be
expedited.—A taxpayer’s written request for recomsideration of the Director’s
decision that termination of the taxable period was necessary because collection
of the tax was in jeopardy or that the amount of the assessment was excessive,
will be considered immediately.

Administrative reviews will be provided.~—TUpon a written request, a taxpayer
will be provided an administrative review by the person responsible for District
Conference or Regional Appellate Division, If a case is unagreed after a District
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Conference, a taxpayer may request o regional Appeallate conference in cases
under its jurisdiction. In either event, the review will be conducted expeditiously.
Action to abate all or a part of the tax or to issue a statutory notice of deficiency,
if necessary will be initiated by the function responsible for the final determination.

P—4-90—APPROVED FEBRUARY 2, i961

Convenience of the Government to delermine where examination 18 made.~The
convenience of the Government will be the principal consideration in the transfer
of returns from one district to another for examination. As a general rule, a deter-
mination of the place or places where the books and records of the taxpayer are
located, or where the prineipal investigative work is to be performed, or where
the major eontroversial issues can most conveniently be disposed of, will control
the decisions of field officers in such matters.

P—4-91—APPROVED APRIL 28, 1972

Purpose of class life system of depreciaiion (ADR).—The basic purpose of the
Class Life Asset Depreciation Range (ADR) System is to provide a progressive
and equitable system of tax depreciation for capital investment while at the same
time minimizing controversies involving depreciation deductions.

Class life system must be adopted in s lotalily.—The Service will assist tax-
payers in every reasonable manner in overcoming mechanical and procedural
problems that they may have in adopting the class life system. The Service will
not seek out or overemphasize relatively minor problems in the application of the
rules of the system in order to invalidate vne election and adoption of the system.
At the same time, the Service must take a firm view of the totality of the system
as enacted and authorized by Congress to ensure that the basic concepts of the
system are adhered to through substantial compliance with all of the requirements
for accounting and record keeping of the system. Taxpayers must follow all
requirements of the Regulations applicable to an election to use the class life
system for a taxable year, and may not manipulate the system by using some
of its parts, such as asset guideline periods or repair allowances, without accepting
the consequences of such other parts of the system as the prescribed rules for
retirement nccounting, computation of allowable depreciation, recognition of
gain or loss, and record keeping and reporting requirements.

Alternative of class life sysiem.—Taxpayers who do not elect the class life system
must determine and justify the useful lives and salvage values of their depreciable
property on an asset (or asset account) basis without reference to the class life
system of deprecintion or any of its parts.

Compliance with information repurling requirements is essential.—Taxpayers’
compliance with the data filing requrements is required so that the Service will
be able to monitor, update, and improve the system.

Question 2. IRS has issued quarterly reports on the N'TTP program ever since
its inception in 1971. 1 would appreciate it if you could send the Committee a
complete set of the reports and if there are any gaps in the reporting system,
please explain the reason. Furthermore, since the signing of the Memo of Under-
standing with the Attorney General and the Secretary of the Treasury and the
establishment in your words of the High-Level Drug Leaders Tax Enforcement
Program, what reporting system has been established? Can you send a copy of
any reports on the activities under this program since its inception?

Response. From the inception of our Narcotics Traffickers Project (NTP)
until August 1973, we submitted monthly progress reports to the Treasury
Department. The Internal Revenue Service assumed full responsibility for
administering the NTP in August 1973, at which time we discontinued monthly
reports to Treasury.

We agnin initiated our Treasury reporting with the submission of a report
covering the quarter ending March 31, 1974. Thereafter, we submitted a report
for fiscal year 1974 and one covering the period July 1974 through March 1975.
No other reports were submitted from this period until July 1, 1975 when our
efforts to deal with tax evasion by narcotics traffickers were made a part of our
regqlar anti-fraud programs. Copies of the above-mentioned reports are attached.

Since the inception of the High-Level Drug Leaders Tax Enforcement Project,
we have been reporting monthly to the Deputy Secretary of the Treasury George
Dixon. Attached are copies of the five reports submitted thus far.
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AvugusT 17, 1971,
To: Director, Office of Law Enforcement.
From: Acting Assistant Commissioner (Compliance) Internal Revenue Service,
Subject: Presidential Program for Tax Investigation of Narcotics Traffickers—
Progress Report.

In accordance with the request of Acting Secretary Charles E. Walker dated
July 7, 1971, we are submitting the following report of our progress in implement-
ing the above program.

PROGRAM ADMINISTRATION

Procedures have been developed to expedite the investigation and processing of
cases, to enable us to track the progress of all cases selected for investigation, and
to provide us with certain statistical information reflecting the overall progress
being made toward achieving our objectives. Copies of field instructions will be
submitted to your office at an early date.

MANPOWER SELECTION AND ASSIGNMENT

One-hundred-six Intelligence Division Special Agents, one-hundred-six Audit
Division Revenue Agents, and nine Group Supervisors from each function have
been identified and assigned to the project to date. They are highly experienced
agents who are performing at or above journeymen level. The majority of them
have experience in connecting racketeer investigations. Many of them have con-
siderable expertige in determining unreported income through the use of indirect
methods (net worth and bank deposit computations); a technique that will prob-
ably be required in a majority of the cases since most narcotics traffickers do not
maintain accounting records.

The assignment of the initial group of agents was based upon & review of all
cases involving alleged narcotics traffickers presently under investigation or
examination by the Internal Revenue Service Intelligence and Audit Divisions; a
review of the number of middle and upper-echelon traffickers furnished by the
Bureau of Customs and the Bureau of Narcotics and Dangerous Drugs; and a
review of the combined intelligence of Customs, I.R.S. and B.N.D.D, regarding
concentrations of illegal narcotics activities.

Hiring authority for additional clerical personnel to support technical personnel
assigned to the program has been authorized. Recruitment activity is also under-
way to hire 200 agents in the Audit and Intelligence Divisions to restore the
general program.

Staffing has been provided in the National Offices of the Intelligence and Audit
Divisions for implementation of the program.

TRAINING OF ASSIGNED PERSONNEL

A curriculum has been developed in cooperation with Treasury's Consolidated
Federal Law Enforcement Training Center, the Bureau of Customs, and the
Bureau of Narcotics and Dangerous Drugs for orientation of Internal Revenue
Service Intelligence and Audit Division personnel. The orientation will he pre-
sented by Customs, B.N.I).D. and I.R.8. personnel and will include discussions
by representatives of the Intelligence and Audit Divisions regarding techniques
used in on-going investigations in the Service which are directed at narcotics
traffickers.

Three three-day sessions have been scheduled to be conducted at the Treasury
Law Enforcement School. The first session was held August 10 through 12 and
two additional sessions are scheduled for August 24 through 26 and September 8
through 10. The first two sessions are designed to provide orientation for 212
special agents and revenue agents together with 18 supervisors assigned to the
project. The third session will provide orientation primarily for all affected Dis-
trict Division Chiefs.

Similar orientation sessions will be held as additional personnel are assigned to
the program.

TARGET SCLECTION

A review of all cases in Intelligence and Audit Division inventories disclosed
that we are currently directing our attention to approximately 490 subjects who
are alleged to be involved in narcotics trafficking in some manner. The names of
these subjects will be submitted, together with information concerning their
alleged involvement in narcotics trafficking, to the Target Selection Commititee,



52

We have received a list of 88 middle and upper-echelon traffickers from the
Bureau of Customs on which we are assembling information from the files of our
field offices. We are also obtaining income tax returns for use in evaluating these
subjects as possible targets. .

Dossiers are being prepared on all the above-mentioned subjects setting forth
our overall intelligence concerning their narcotics trafficking activities and an
initial evaluation of their tax potential. These dossiers will be presented, when
completed, to the Target Selection Committee.

OPLERATIONAL ACTIVITIES

During the implementation period of the program, we are continuing the exist-
ing Intelligence and Audit investigations of narcoties trafficker cases presently in
inventory. Three-hundred-forty of the four-hundred-ninety subjects mentioned
in the section of this report dealing with Target Selection are presently under
investigation by the Intelligence Division. We have determined, at this time, that
approximately 50 of these cases have significant prosecution potential.

Approximately 140 of the above Intelligence and Audit cases are Strike Force
targets.

Lrox C, GREEN,
Acting Assistant Commissioner {Compliance).

SeprimBrr 15, 1971.
To: Director, Office of Law Enforcement.
From: Acting Assistant Commissioner (Compliance), Internal Revenue Service.
Subjeet: Presidential Program for Tax Investigation of Narcotics Traffickers—
Progress Report.
The following is our monthly report of progress in the captioned program.

ADMINISTRATION

An Internal Revenue Service Manual Supplement implementing the Narcotics
Project was approved and issued August 31, 1971. Other issuances containing
specific guidelines for Audit and Intelligence personnel assigned to the Project
have been forwarded to your office for review. Special reporting requirements for
the Project will be issued separately.

MANPOWER

The Intelligence Division has selected 106 Special Agents and 10 supervisors
while the Audit Division has sclected 108 Revenue Agents and 9 supervisors for
assignment to this Project. All have attended three-day orientation sessions at
the Treasury Law Enforcement School conducted jointly by the Internal Revenue
SRervice, the Bureau of Customs, and the Bureau of Narcoties and Dangerous
Drugs. We are now in the process of setting up quarters for these agents in the
Internal Revenue Districts concerned. In the meantime, the agents are engaged
in gathering background information on prospective targets and performing other
tasks directed to making the Project fully operational as soon as possible.

As stated in our last report, hiring authority for clerical personnel to support
technical personnel assigned to the Project was issued. Authority was also issued
to hire technical personnel to replace those assigned to the Project. However,
before the additional hires were accomplished the Internal Revenue Service’s
temporary hiring freeze was issued. During the brief period in which the hiring
authorities were in effect 12 agents and 3 clerks were hired. The additional re-
cruiting will be continued as soon as current restrictions are rescinded.

TARGET SELECTION

Dossiers were prepared and submitted to the Target Selection Committee on
132 cases from present Internal Revenue inventories and on an additional 88
subjects identified by the Bureau of Customs as middle- and upper-echelon
narcotics traffickers.
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At a meeting of the Committee on August 81, 1971, 54 targets were selected
for inclusion in the Project. All information relating to these subjects was assem-
bled and the appropriate Chiefs, Audit and Intelligence Divisions, were advised
wi: September 9, 1971, that these cases were to be a part of the Narcoties Project
and investigated in accordance with established procedures. One of the selected
targets was for Audit examination only. Twenty-nine of these targets were selected
from present L.R.S. inventories.

The Committee rejected 14 potential subjects for various reasons and withheld
final decision on 22 others to await the assembling of further information or
because the subjects were already Strike Force targets prior to the President’s
announcement or the Narcotics Project on June 17, 1971. Decision on the Strike
Force cases will bhe made at a later date. Approximately 130 possible subjects are
presently being considered by the Committee.

We anticipate that the Committee will select in excess of 75 additional subjects
in the very near future. The additional subjects will, in all probability, result in
‘%he establishing of case inventories in all of the I.R.S. districts involved in the

roject.

Dossiers are in the process of being prepared on approximately 300 subjects
identified by the Bureau of Narcotics and Dangerous Drugs. Data furnished by
B.N.D.D. covering these subjects was forwarded to various LR.S. districts on
September 10, 1971, to obtain additional information to assist the Target Selec-
tion Committee in making their selections.

OPERATIONS

The manual supplements pending review contain instructions for the closing of
investigations after it has been determined there is no eriminal potential. It is
anticipated that the inventory of eases will be built up to approximately 400 and
maintained at that level through the identification and selection of new targets.

At present, our inventory is 33 joint investigations and one independent audit.

Lreon C. GrEEN,
Acting Assistant Commussioner (Compliance).

Qcroser 18, 1971,
To: Director, Office of Law Enforcement
From: Assistant Commissioner (Compliance)
Subject: Presidential Program for Tax Investigations of Narcotics Traffickers—
Progress Report

Following is our monthly report of progress in the subject program.
ADMINISTRATION

The guidelines for Intelligence and Audit personnel assigned to this projeet are
being revised to inclide suggestions made by vour office. The revised guidelines
will be resubmitted to you for final comment hefore being distributed to the field.

Chief Counsel is preparing guidelines for Regional Counsel which will stress the
need for expeditious review of Narcoties Project investigative reports and more
active participation by Regional Counsel while the case is in the investigatory
stage. Similar guidelines will also be issued to Regional Appellate staffs to assure
that top priority will be given to civil aspects of the project as well as criminal
aspects.

TARGET SELECTION—MANPOWER

As of Qctober 1, 1971, a total of 145 joint investigations and 12 independent
audits had been selected. Internal Revenue Service suggested 47 of these, Customs
suggested 63 and 47 were suggested by BNDD. These cases, plus targets which
will be selected in early October, will provide inventories for most of the agents
assigned to the project. Although very little shifting of personnel has been re-
quired up to this time, we do anticipate problems in large metropolitan areas such
as New York City and Miami, where there is already a shortage of experienced
agents. A continuation of the present frend in target selection may necessitate
shifting personnel into those areas or closing out investigations now being con-
ducted as part of the Strike Force Program and using those agents in the Narcotics
Project. We will keep you advised of developments in 1this area.
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OPERATIONS

During this period the Director, Intelligence Division, and the Assistant Di-
rector, Audit Division, addressed the District Directors of our Mid-Atlantic
Region relative to the high priority being placed on this project. At the same time,
the Assistant Director of the Intelligence Division and the Project Managers of
the Intelligence and Audit Divisions addressed the Intelligence Division Chiefs
of our North-Atlantic Region on the same subject. Tl.ese meetings included top
management from New York City, Philadelphia, Baltimmore, Pittsburgh, Boston,
Buffalo and Newark. Similar meetings or visits will be made to all cities where
the narcotics problem is acute.

The Chiefs of the Intelligence and Audit Divisions in districts where substantial
Project workloads have been identified will meet in Washington for the purpose
of assisting in the development of plans designed to assure the most expeditious
completion of Narcotics Project investigations. :

Attached is a schedule showing the geographie distribution of those Narcotics
Project cases that have been selected, together with the posts of duty of the special
agents and revenue agents thus far assigned to the Project. Approximately 200
additional names are now pending in the Target Selection Committee or scheduled
to be presented to the Committee after additional background information is
obtained by field personnel. Agents at posts of duty whre the workload has not
reached optimum proportions are being utilized to see e this additional back-
ground information,

Lron C. GREEN,
Acting Assistant Commissioner (Compliance).

GEOGRAPHIC DISTRIBUTION OF SELECTED TARGETS

Special Revenue L e
agents agents Examinations |Investigations

North Atfantic region. .mmwuaeee oo acaaee
Boston, Mass.....
Brooklyn, N.Y..
Buffalo, N.Y .

., Manhattan, N.

Mid-Atlantic region.
Baltimore, M
Newark, N.J___
Philadelphia, Pa.

Southeast region
Atlanta, Ga..__
Columbia, S.C._.
Greensboro, N.C..
Jacksenville, Fla..
Nashville, Tenn...

Central region........
Cleveland, N0 .- oo
Detroit, Mich..._

. Indianapolis, ind.

Midwest region - - . ... oo ocoaioon
Chicago, ... ... ...
St. Louis, Mo. .

Southwest region_._....
Albuguerque, N. Me
Austin, Tex..
Dallas, Tex..
Denver, Colo
New Orleans,

Western region___.
Honolulu, Hawali.
Los Angeles, Calif
Phoenix, Ariz._..__
Salt Lake City, Utah
San Franciseo, Calif v oo e eemeen

Total, United States... -
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Novemser 8, 1971.
To: Director, Office of Law Enforcement.
From: Acting Assistant Commissioner (Compliance) Internal Revenue Service.
Subject: Presidential Program for Tax Investigation of Narcotics Traffickers
Progress Report. ’

Following is our monthly report of progress in the subject program:
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ADMINISTRATION

The guidelines for Intelligence personnel assigned to this project have been
approved and are now being printed and distributed to our field offices. The
guidelines for Audit personnel have been unofficially cleared with all interested
officials and will be forwarded for final clearance immediately. Chief Counsel will
then issue guidelines to Regional Counsel which will incorporate their activity
with the activities of the Audit and Intelligence Divisions. Similarly, the Appellate
and Collection Divisions will follow up with guidelines to coincide their activities
with the overall project goals.

TARGET SELECTION—MANPOWER

The Target Selection Committee met on October 7th and 27th, on which dates
32 and 21 targets were selected, respectively. During the month of November the
Committee will complete its consideration of all of the targets initially suggested
by the three agencies participating in the project. The completion of these con-
siderations will provide us with a more definite idea of where we should concentrate
the manpower to be expended. A geographical spread of the targets selected as of
November 1, 1971, together with manpower assigned, is attached.

Qur experience to date indicates a need for revision of our original manpower
projection. Accordingly, we arc analyzing the needs in all districts and will with-
draw manpower reguirements where anticipated targets did not materialize and
will reallocate those requirements to the districts where there is a greater inventory
of cases. The reallocations will be completed and included in our next report.

As you know, we have had several conferences with Treasury and Office of
Management and Budget officials relative to the Performunce Measurement
System and are in the process of designing a system to measure the effectiveness of
this project. Necessarily, because of the lack of historical data in these types of
cases, we have had to rely on data compiled on the overall racketecr-type cases
in projecting accomplishments. The projections, although not clearly defined at
this time, predict a higher rate of suiccess in hoth the civil and criminal areas, in
addition to a lower maupower expenditure, than was accomplished in our prior
racketeer programs. These predictions are based, primarily, on the premise that
lower inventories per agent will allow the agents to concentrate their energies
on specifie targets. This, coupled with the instructions which have been issued to
agents urging withdrawal from cases with limited potential at the earliest date
possible and the increased assistance of Chief Counsel and the Tax Division of the
Department of Justice in grand jury and other legal actions, will, we believe, ereate
4 momentum which has not been achieved in prior programs.

OPERATIONS

Conferences were held in our National Office on November 4th and 5th, 1971,
relative to narcotics investigations being conducted in Miami and Los Angeles,
respectively. These conferences, which were attended by district, regional and
National Office representatives of the Audit and Intelligence Divisions, representa-
tives of the office of Chief Counsel, and your office, covered an analysis of selected
targets, progress macde in the investigation of those targets and any existing or
anticipated technical, legal or manpower problems.

Both of the above districts have adopted the team approach in efforts to obtain
prasecutions of significant traffickers in the shortest time possible.

Los Angeles has identified an organization which, in addition to dealing in
multi-kilo quantities of heroin, cocaine, and marijusna, is engaged in a variety
of illegal acts such as gambling, prostitution and credit card frauds. The organiza-
tion has apparently also invested the profits from illicit enterprises in legal enter-
prises, such as shoe stores, clothing stores, night clubs and real estate. The district
is attempting to identify the assets of the entire organization. It will then attempt
to segregate the leaders’ shares of the assets ans thue prove unreporied income on
the net worth basis.

The Miami organization appears to be more fragmented than in Los Angeles,
but is concentrated in the Latin American population of that city. The targets
on which the team approach is being applied were selected because they appeared
to be the most promising of the targets assigned. This approach, we believe, has
two advantages as it will provide us with several quick prosecutions and will also
enable the assigned agents to penetrate the system and more clearly define the
-organizational structure now being utilized by the traffickers. The team approach
will then be applied to the most significant traffickers in the city.
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On November 8, 1971, our Manhattan District reported the first indictment to-
be returned. in this project. The taxpayer involved, Dominick J. Marcone, was
indicted for failing to report a $190,000 bribe which he had received to quash a
nareotics charge which was then pending in the New York City courts. Marcone,
a bail bondsman who was closely involved with numerous narcotics traffickers,
was also indicted for conspiracy and extortion. The case is being coordinated with
New York City authorities.

In the eivil area, statutory notices have already been issued to one target in
Florida involving approximately seven and one-half millions of dollars. None of
the deficieneies are directly related to narcoties trafficking although the target is
a known trafficker and has been arrested with large quantities of marijuana in his
possession. The eivil route was taken in this case because of the target’s recent
conviction of murder.

Lron C. GREEN,
Acting Assistant Commissioner (Compliance).

DecemBrr 15, 1971,
To: Director, Office of Law Enforcement
From: Acting Assistant Comumnissioner (Compliance), Internal Revenue Service.
Subject: Residential Program for Tax Investigation of Narcotics Traudickers
Progress Report November.

Following is our monthly report of progress in the subject program:
ADMINISTRATION

Proposed Audit guidelines have been approved by vour office. We will now
prepare and issue guidelines for Appellate and Chief Counsel.

Several conferences have been held with Treasury and Office of Management and
Budget officials relative to the Performance Measurement System. Suggesiions
offered by those officials are now being incorporated into 2 final report which will
be submitted to Commissioner Walters for approval. The report should be sub-
mitted to the Office of Management and Budget prior to the next reporting date.

TARGET SELECTION—MANPOWER

The target Selection Committee has now selected two hundred and eighty-seven
targets, two hundred and sixty-four of which represent joint investigations and
twenty-three independent audits. One investigation has been closed due to con-
viction of the target by another agency. Proposed withdrawals, for lack of criminal
potential, are now pending in the Target Selection Committee.

In our October report we advized that we were analyzing our manpower pro-
jections as some imbalances were apparent between work load and our original
estimates of manpower needs in the various Internal Revenue Districts. We have
determined that it is impractical to designate manpower needs on a day-to-day
basis from the National level. Because it is still relatively difficult to make an
accurate projection of each area’s needs, we have advised the district chiefs that,
in the future, the identity of targets will be forwarded to them with instructions
to initiste immediate investigations or examinations. In the event manpower
shortages exist in the distriets; they. will request our Regional offices for relief,
wifcl; the National Office entering into the problem when Regional shortages
exist. -

OPERATIONS

An indictment has been returned in St. Louis, Missouri, charging Gregory
Taylor with income tax fraud and filing false returns. Taylor has a lengthy erimi-
nal record including a narcotics conviction in 1957. Additional tax and penalties
for the years 1966-190G8, inclusive, are in excess of $20,000.

In Chicago, Illinois, during the initial interview of target Willie Mose Horton,
it was disclosed that the taxpayer was in possession of firearms. As Horton has
been convicted of a felony the special agent contacted the Alcohol, Tobacco &
Firearms Division, Search warrants were then executed and Horton was arrested.
As Horton has a lengthy criminal record a substantial sentence is anticipated.
Aftc;}' sentencing a decision will be made as to whether the tax investigation will
continue, .

&



.

~y

57

Our Baltimore Distriet has submitted two prosecution recommendations and
our Indianapolis District has submitted one. All three of these cases are now in the
Tax Division, Department of Justice for review. '

Name, district, and date to Tax Division: -

" Alfonso f2. Turner, Baltimore: November 22, 1971.
James Thomeas Westcott, Baltimore: September 24, 1971.%
Furman E. Miller, Indianapolis: November 3, 1971.

Seizures of money in connection with jeopardy assessments and closing of tax
years amount to approximately $530,000 as of this date. The seizure of this money
for taxes stemmed from arrests and seizures by loeal and Federal enforcement
agencies for narcotics violations within their jurisdiction.

Conferences were held in our Nationnl Office with Brooklyn and Manhattan
District officials, along with North-Atlantic Regional officials. and our Austin
Distriet and Southwest Regional officials. National Office visitations were made
to Chicago and Detroit, and a regional chiefs meeting in Philadelphis was attended
by the Narcotics Project Managers and the Director, Intelligence Division. With
the exception of Detroit, all of these meetings were attended by the Director of
Chief Counsel’s Enforeement Division. In addition to discussions of actual targets
at each of the conferences, a great deal of time was devoted to means of expediting
the program, Counsel, in particular, emphasized the importance of involving our
attorneys in legal problems as they occur, as opposed to reviewing these matters
after the fact.

A schedule showing the location of our selected targets is attached.

Joax F, HanvLon,
Acting Assistant Commissioner (Compliance).

Attachment.
GEOGRAPHIC DISTRIBUTION OF SELECTED TARGETS
Special Revenue o L
agents agents Examinations Investigations
North-Atlantic region.. . ..o ... oo e 24 26 1 63
Albany. . ooau.. - 1
Boston, Mass. 2 1
Brooklyn, N.Y 8 19
Buffale, N.Y_. 2 4
Burlington, Vt - 2
. Manhattan, N. 12 35
Mid-Atlantic region. 12 18
Baltimore, Nd. 4 6
Newark, N.J____ 5 6
Philadelphia, Pa. 3 5
Pittsburgh, Pa._ - . - 1
Southeast region... 16 16 36
Atlanta, B . e cm e 5 [ S, 1
Columbia, 8.0 e v e e crc e mm e ce e e —————— e o e 1
Greensboro, N.C._. .o 1
Jacksonville, Fla. 10 10 3 34
Nashvitle, Tenn. 1
Central region....._. 11 )} S 13
Cleveland, Ohio. 2
Detroif, tich.._ 7 /N 9
.. Indianapotis, Ind /R ———
Midwest region_.__. 13 13 3 13
Chicago, .o oo oameeee 8 8 1 1
St. Louis, Mo. 5 5 2 2
-Southwest region_.. 12 12 1 27
Albuguerque 1 6
Austin, Tex. 6 14
Dallas, Tex. 2 1
Denver, Colo 1 1
New Orleans. 2 5
WeStern TeZION . o oo e e 18 28
Honolulu (Hawaii).e oo .o e - 2
Los Angeles, Calif. : - 8 8 10
Phoenix, AliZ..... o e e rm e mcmamem e 2 2 e 1
Salt Lake City, Utahecoeeeoo .o - - —m 1
San Fr , Calif. .. 8 : S, 13
SR e e e e e o e e e e 1 e e i 1
Total, United States. . 106 108 13 198

*Phis target was selected by the Target Selection Committee on October 27, 1971, and,
in order to expedite review, the Tax Division has been advised that tkis is a Narcotles
‘Trafiickers Project case.
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JANUARY 7, 1976,
To: Director, Office of Law Enforcement.
From: Acting Assistant Commissioner (Compliance) Internal Revenue Service.
Subject: Presidential Program for Tax Investigation of Narcctics Traffickers
Progress Report for Month of December 1971.

ADMINISTRATION

Audit guidelines (Manual Supplement 42G-275) have heen issued to field
personnel. Collection, Appellate, and Chief Counsel guidelines will be issued in
the near future.

Our Fiseal Division is preparing guidelines to the field for reporting the cost of
the program which will assist us in preparing quarterly reports to the Office of
Management and Budget relative to that phase of our Performance Measurement
System. It will also enable us to quickly spot any difficulties which would affect
our cost project. We have designec(l1 a computerized case control system which will
enable us to maintain an up-to-date list of all cases in the program, as well as aid
us in tracking the cases from the time of assignment to the field through the
U.S. Attorneys’ offices and the courts. Information will he fed into the computers
on a daily basis and printouts will be available on a two or three day notice,

TARGET SELECTION-—MANPOWER

On December 16, 1971, the Target Selection Committee selected 36 targets,
9 of which were for independent audits and 27 of which were joint investigations.
All of these targets were the result of IRS submissions. The Committee has, as of
December 31, 1971, selected a total of 323 targets, 289 of which were selected as
joint investigations and 34 as examinations. Thirteen investigations have been
closed, 8 by prosecution recommendations and 5 by withdrawals. Two additional
withdrawals are pending with the Target Selection Committee. Seven independent
examinations have also been closed. Taking into consideration the cases pending
in the Cominittee, our present inventory includes 274 joint investigutions and
27 examinations.

OPERATIONS

In our opinion, the Program in Revenue is now well under way. We have
emphasized and the field has responded to our caution to continue to watch
assigned targets as to whether they meet the guidelines of being upper or middle
echelon operators and are proper subjects in IRS investigation or examination,
that is, do they have either civil or eriminal revenue potential.

As a result of this emphasis, some targets selected during the early stages of
the program have been closed, and as we gain experience and improve upon our
Intelligence gathering, as well as emphasize more thorough background investi-
gation prior to submitting a name to the target selection committee, we expeet
the revenue potential of our inventory to increase, which in turn will have a
direct effect on Revenue’s contributions to and impact on the Narcotics Program..

The team concept, wherein several agents are assigned to the snme target, has
been successfully utilized in several of our districts, and we are encouraging its
use in other districts when appropriate. This concept resulted in two indictments
in Miaumi and one complaint being filed in Detroit during the month of December.
Several other indictments appear imminent. A Los Angeles target has involved
as many as twenty agents in the investigation.

The aforecmentioned indictm:nts received substantial publicity. The Detroit
complaint resulted in an appearance on television by the U.S. Attorney, who
announced that the indictment was the regult of the President’s Narcotics Pio-
gram. The defendant, Henry Marzette, Jr., was deseribed by the press as a
“kingpin” in Detroit’s heroin underworld. Marzette is a former Detroit policeman
who served time for a 1956 conviction on Federal narcotics chiarges.

The Miami indictments involved Frank Rodriguez and Jose Alvero, both of
whom are well known by Federal and loeal authorities as heroin traffickers. The
fact that they were targets in the program was not disclosed to the press by the
Service for fear of prejudicing their cases as neither was the subject of prior
narcotics arrests.
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In all three of the above cases, on-site reviews were made by Regional Counsel
and Tax Division attorneys, thereby practically eliminating the time usually
consumed in our review process.

Counsel from both agencies also participated in a civil contempt proceeding in
Chicago which resulted in the incarceration of a third-party witness who refused
to testify concerning substantial payments to an Austin District target. The
witness, Charles Sajna, Jr., refused to testify before a Federal Grand Jury,
claiming his Fifth Amendment privilege. The U.S. Attorney, after telephonically
discussing the matter with our Chief Counsel’s office and the offices of the Crim-
inal and Tax Divisions, requested and received authorization to file a petition for
a Grant of Immunity. The Federal Court then immunized Sajna who again re-
fused to testify. He was placed in the custody of the U.S. Marshal for a period
of up to eighteen months, or until he agrees to testify. Sajna is now lodged in the
Cook County Jail in Chicago.

We have requested reports from all districts relative to jeopardy assessment
and tax year closings concerning all narcoties traffickers whether or not they are
included in the program. These assessments, which are numerous, are being made
in conjunction with raids by local and Federal authorities where large sums of
money are seized along with narcotics. As an example of the volume of this
activity, we have been advised by our Atlanta District that a total of $71,0uy
has been seized since September 15, 1971. The nationwide figures will be reported
to you in a subsequent report. We believe that these assessments are in keeping
with our advice to the field that maximum use be made of our civil as well as
criminal sanetions in order to reduce the profits of narcotic trafficking.

A geographical sehedule of targets selected is attached. In view of the increased
activity in the program, future reports will include a schedule of district inventories
and case dispositions.

Leoy C. GREEN,
Acting Assistant Commissioner (Compliance).
Attachment.

GEQGRAPHIC DISTRIBUTION OF SELECTED TARGETS

Examinations  Investigations

North Atlantic region:

ANY, MY oo e e e aam . . 2
BOSION, MASS . cr e cm e et v e c e s e A m— e m— e 2 4
Brookiyn, N.Y__ 5 21
BUfal0, NLY o e e e e mene e mm e mm e mmam m m A m §
Burlington, Vt. - - 2
HarOrd, oMM . oo v o e e ci e e e e em e e w o e —_——— 3
Manrhattan, MY e e e e e e e amncmm o amcm e m e ma e 41

Region total. - .. oo e e 78
Mid-Atfantic region:
Balimore, MO e e o oo vr o e m e sm e em cmma e a e ar o m e . 6
Newark, N.J....__ - 18
Philadelphia, Pa-. - 7
Pittsburgh, Pa._. - 4
RICAMONG, V8o eam e e e e s s S s e e s e e em e 1
Reglon total .. .o eeen a——— e m e armm o e e 36
Southeast region:
Atlanta, G ocucman e n [P - 10
Columbia, 8.0 e ein e e o i e i 2 5 it e 1
Greensborg, Mol e e 2 1
Jacksonville, Fla. o oo e e e e 8 37
Nashville, Ten. oo e mm o e a e e - 2
Region tofal_._. 8 51
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GEOGRAPHIC DISTRIBUTION OF SELECTED TARGETS—Continued

Examinations  Investigations

Central region:

Detrott, MIeh . o o oo e e e e e 23

Indianapolis, Ind.. 4

Claveland, Ol e oo cmcecmacaamm s annm v mm s 3

REBION Al e e e e e e e m e a i s o rm m m mm 30

Midwest reglon:

CHICAgO, 1. .o o et s e 1 1

St LOUIS, MO e e et e e ran e ———— ——————————— 2 2

Region total... . 3 13

6

17

1

2

5

ROZION 1088 - - o e e e cn et ot e ek e e 2 31
Western region:

HoRolulU, HaWaTT .o - e s et am e e e 4

Los Angeles, Cal 5 17

PhoeniX, Aniz._. 2 7

San Francisto, Cal 1 17

Seattle, Wash o e e e e s A e e s e 5

RERION t01A] - o e oo el et s e s e e 8 50

US. total e e e I 34 289

FeBruary 17, 1972,
To: Director, Office of Law Enforcement.
From: Assistant Commissioner (Compliance).
Subject: Presidential Program for Tax Investigation of Narcotics Traffickers
Progress Report for Month of January 1972,

ADMINISTRATION

During the week of January 16, 1972, our Assistant Regional Commissioners,
Intelligence held a four-day conference in our National Office. One full day of
this conference was devoted to the Narcotics Program. In addition to your
appearance, presentations were made by our National Office personnel and Dr.
Golding of your office, who deseribed the computerized information system
which he is designing. Representatives of the Customs Service also briefed us on
the systems now being employed by narcotics traffickers to import and distribute
drugs and discussed the progress made in recent investigations in determining
the flow of currency among narcotics traffickers. Comments of the Assistunt
Regional Commissioners indicated that a tremendous amount of enthusiasm is
heing exhibited by the agents assigned to the program.

In January, members of the National Office Staff reviewed project operations
in eleven key district offices. Each case was reviewed in depth with the assigned
special agents, revenue agents and their supervisors. These joint Intelligence-

e

By
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Audit visits will be continued. Their primary purpose is to furpish maximum
assistance to the field when needed, and to assure that expeditious handling is
given to all targets selected. s :

~Our Performance Measurement System report for the second quarter, fiseal
year 1972, has been completed. Our projécted accomplishments for that quarter
were met with the exception of the number of investigations completed. This
wasg due to the fact that we concentrated on investigations with the ‘best erinifnal
potential. Ay a result we exceeded our projections for both indictments and
convictions. The number of non-prosecution reports now being processed indicates
that the-third quarter report will reveal sufficient closings to meet projections.

TARGET SELECTION _ :
On January 17, 1972, the Target Selection Committee selected 53 ‘targets,

e

47 of which were designated as joint investigations and the remaining 6 were .
designated as Audit.targets. All of these targets were the result of IRS submissions.

Thus far, the Committee has selected 376 targets, 336 of which are joint targets
and 40 are independent Audit targets. ] .

OPERATIONS

The Intelligence Division has been making a concentrated effort to identify .

upper and middle echelon traffickers who would be proper subjects of IRS in~
vestigations. Case development programs have been initiated in most districts
and, as a result, the Target Selection Committee has been furnished sufficient
information to enable them to make meaningful evaluations of suggested targets.
An indication as to the-success of this approach is the fact that the Commitiee
selected 89 targets during December 1971 and January 1972, all of which were
IRS submissions.

Attached to this report is a schedule setting forth the current inventories in the
Narcotics Traffickers Project and the results, to date, relative to case disposition.

Qf the 10 prosecution recommendations § have been indicted and 1 was con-
victed. The latter, Gregory Taylor of St. Louis, Missouri, received a sentence of
five years incarceration and a $3,000 fine.

The 18 Audit targets closed to date are summarized below:

Number of Tax

targets assessed

Terminations of taxable years. 14 $2, 495, 966
Examined cases [
Jetpardy ient 13,085,829
Regular assessments. .. 1,121,943
Total 183 16,683,738

Duplicate assessments of about $3 million are included in the termination and
jeopardy assessment figures. This duplication is frequently necessary because the
owngership of the funds is not determinable when these assessments are made.
Altogether, we seized $1,506,524 from narcotics traffickers who were arrested with
large sums of money snd narcoties in their possession,

That figure inchides $488,530 seized from the 14 targets shown in the summary

above.
Joax F. HaNLON,

Assistant Commissioner (Compliance).
Attachments.

81--443—7T——3
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GEOGRAPHIC DISTRIBUTION OF DISTRICT INVEMNTORIES AND CASE DISPOSITIONS

Open

Independent audits

Closed

Joint
Investi-
gations W/

Prose~
cutions.

North Atlantic region:
any, N.

Boston, Mass

Brooklyn, N.Y.

Butfalo, N.Y

N

Burlington, Vi

Hartford, Conn

Manhattan, N.Y.

« Region total

Mid-Atlantic region:

Baltimore, Md
Newark, N.J

Philadelphia, Pa

Pitisburgh, Pa.

Richmend, Va

Region total

Southeast region:
Atlanta, Ga

Columbia, S.C-
G 1 N.C

Ja‘:cksqnvilll’é, Flé ____________________________
- Nashville, Tenn

Region total.

Ohio.

Cent[r:a.l region:

Detroit, Mich__
Tadianapolis, Tnd

Region fotal_

Midwest region:
Chicago, (1
St. Louis, Mo.
St. Paul, Minn

-

Region total

Southwest region:
Albuquerque, N. Mex.._..

Austin, Tex

Dallas, Tex

Denver, Colo....

New Orleans, La.

Reglon total

Western region:

Anchorage, Alaska.. ...
Honoluly, Hawaii

Los Angeles, Calif_
Phoenix, Ariz...
Portland, Oreg.....

San Frangisco, Califu oo

Seattle, Wafth

Region total._

L SO

_U.S. Total

321 5 10

Memorandum to: Director, Office of Law Enforcement.
From: Assistant Commissioner (Compliance).

-
Marcr 8, 1972,

Subject: Presidential Program for Tax Investigation of Narcoties Traffickers:
Progress Report for Month of February 1972.

ADMINISTRATION

Collection Division guidelines have been approved by vour office and are being
printed for issuance to field personnel. Similarly, Chief Counsel’s instructions were:

distributed to their regional offices on February 7, 1972.
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During February, Bob Lund and Bill Parker met with John E. Ingersoll,
Director, Bureau of Narcotics and Dangerous Drugs, relative to our joint efforts
to curtail narcotics trafficking. In an effort to promote closer liaison between our
respective field offices, Mr. Ingersoll agreed to issue a directive to his field offices
outlining our objectives in the project and encouraging a free flow of information
between the two agencies. Mr. Ingersoll will also have a letter prepared for the
Atterney General's signature requesting disclosure authorization relative to tar-
gets selected by the Target Selection Committee. This will enable our field offices
t0 pass on to the Bureau of Narcotics and Dangerous Drugs information en-
countered in tax investigations which relates to substantive narcotics violations.
Mr. Ingersoll will also alert his agents to our jeopardy and tax year closing pro-
cedures and urge them to immediately notify our district offices when large sums
of cash are seized in narcotics raids.

A conference was held in February between Audit, Intelligence and Alcchol,
Tobacco & Firearms (ATF) representatives to develop procedures to assure fur-
ther involvement of ATF in the Narcotics Project. Manual instructions are being
{)repared designating ATF area supervisors as mandatory points of contact for

iaison and coordination with other IRS Narcotics personnel. In order to provide

for a full exchange of intelligence, these instructions will require that ATF be
advised of all narcotics targets in a particular area. Ongoing investigations will be
carefully coordinated to avoid duplication of effort. Manual ingtructions will
briefly describe the more common offenses under ATF jurisdiction, together with
procedures for referring suspected violations to ATF. We feel that ATF can play
a valnable role in the fight against narcotics traffickers,

TARGET SELECTION

On February 8, 1972, the Target Selection Committee selected 37 targets, 33 of
which were designated as joint mmvestigations, and the remaining 4 were gelected
as Audit targets, Thus for, the Committee has selected 413 targets, 368 of which
were joint targets and 44 were assigned as Audit targets.

OPERATIONS

The Intelligence Division has been making extensive use of the ‘‘team’ ap~
proach in this program. The best example of this probably is the Los Angeles
District’s investigation of Thomas Reese and his top lieutenants. The Reese
organization purportedly is engaged in multi-kilo narcoties trafficking and other
illegal activities, such as prostitution and gambling. We have been conducting
surveillance of the Reese organization for ten to fifteen hours each day. In addition.
to five special agenis from the Intelligence Division, the following organizations
have assisted with manpower and equipment, including a police helicopter:

Number

Organization of ugenia

Los Angeles District Atborney oo e o o 2
Los Angeles Sheriff—Narcotics Division e s 3
YLos Angeles Police Department . oI 2
State bureau of narCoties . o e ol 2
Bureau of Narcotics and Dangerous Drugs- - - o oo o oomoe , 2
CUSEOMS e e e e e, 2
Total agents o o o o m e peeme - 13

This approach hasg produced early results, and prosecution of Ulysses J, Hicks
has been recommended for income tax evasion (Sec. 7201) for the years 1969 and
1970. Hicks is considered to be an important member of the Reese organization,
It is anticipated that similar results will soon be realized on other members of the
organization.

Six reports were submitted in February recommending prosecution of Narcotics
Traffickers Project targets, This brings the total prosecution recommendations to
sixteen as of the end of February. The attachment to this report is a geographical
schedule which sets forth tfarget selections, case dispositions and current
inventories.

Joax T, Hanvon,
Assistant Commaissioner (Compliance).
Attachment.
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JOINT TARGETS—GEQGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES
Joint target ‘ Trans)‘er : Open
selection -Prosecutions - w/D to audit . cases
North Atlantic (egion oe oo i ecrcemoe- CTA I S 3 & .87
Albany, NYeoooooeomooaccencen 3 . 3
Boston, Mass... - 4 4
'Brooklyn N.Y. 28 e ) AR, v 27
: Buﬁalo,NY-__ 8 , 8
¢ Burlington, Vi. 2 2
Hartford, Conn Y, R, 6
Manbattan, N.Y a4 1 1 6 36
Providence, R. 1 1
Mid-Atlantic region, . cvmeumoacmcecaenn 50 5 45
Baltimore, Md 12 3 9
Newark, N.J__.__. [, 24 1 23
?hlladelphla. Pa. 7 7
Pltkshurgh o DO § 1 5
!I 1 1
Southeast region 63 3 2 3 55
Atlanta, Ga 16 e 1 1 14
,S.C. .- 1 1
Gr toro, N.C - 2 1 - 1
Jacksonville, Fla 42 2 1 2 37
Nashville, TeMN oo 2 e e 2
Central region 36 3 ) 32
Cincinnati, Ohjo_._ 2 2
Cleveland, Ohio__ 5 5
Detroit, Mich 23 2 1 e 20
lndxanapohs Ind.o_.... — 6 1 - 5
Midwaest region. 21 3 2 e 3
Chicaga, 1l 17 1 2 e 14
St. LouiS, MOa e caimen 3 2 1
St. Paut, Minno . ________ 1 1
Southwest region 40 o eemeee —_ | SV, 38
Alburnuerque, N, Mex__________.__. [ ) R, 5
Austing TeX oo 24 20
Dallas, Tex 1. 1
Denver, Col—. o owmrmo oo 2 2
New Orleans, La. oo omaccacoans 7 P 7
Western 1egion .o oo o cceomacmeaas 62 1 162
Anchorage, Alaska. 1 1
Honolulu, Tawaii 6 6
iLos Angeles Calil 17 1 16
Phoenix, Ariz. 10 1l
fortland, Oreg. 3 3
Renn,N 1 1
San fr Calif .. 17 17
Sgattle, W.ash ..................... A 7
Total. 369 16 16 3 1335

1 This figure includes 1 iarget selected for audit only which was subsequently referred to the Intelligence Division.
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTQRIES ) "
K Closed
Received from ——————mreee
Audit intelligence Termination

(Y I T ——— Open
selected W/D Transfer  Examined assessment inventory

North Atlantic region. - eocecvcemmacan 11 3 - 7 13

Boston

[
Hartford.
Manhattan.w. cccencaomcmanns - 4

Mid-Attantic region (Philadelphia).
Southeast ragion

Atlanta. .
T 9.
Jacksonville. oo oee o cmaanan

(3400
QN

-
-

Central region (Detrpit) v ecavrecenn
Midwest region. - occ oo cocacrmeencs

ChiCago. cemee e
St. Louis.

Southwest region

= Dol o | i ] o
]
e N9 et iR T GOy

AlbUqUerque. e vuevavmocenn

Austin

o
ey

Western region. avvoeecaccooccnmaeea- 14

Los Angeles. ccvemmcmacmamennnn
hoenix

2
San Franc 7 .
Total 44

= w]l e | NS e N

-~

45

—
(=)
©
ES
—
-

Arrirn 11, 1972, .
To: Director, Office of Law Enforcement.
From: Assistant Commissioner (Compliance).
Subject: Presidential Program for Tax Investigation of Narcoties Traffickers
Progress Report for Month of March 1972.

ADMINISTRATION

During March, Chiefs and ARC’s Intelligence and Audit Divisions, represent-
ing major Internal Revenue Service Districts, attended meetings which were
held in Alexandria, Virginia. Representatives from your office, Chief Counsel’s
office and the IRS National Office staff addressed the meetings. The principa}
reason for holding these sessions (there were two two-day meetings) was to offer a
forum for ‘'problem area discussions” and to give the participants the opportunity
to verbalize their ideas on how the operation and administration of this important
program might be improved. .

Discussions at the meetings included the use of tax year terminations and
jeopardy assessments. It was apparent that maximum use of our procedures in
this area has contributed significantly to our goals of taking the profits out of
narcotic trafficking. It has also served to cement our relations with the enforce-
ment community as accolades have been received from enforcement officials in
many of our districts concerning our use of the procedures. :

'
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Comments during the meetings also indicated significant improvements in
our criminal case review procedures. This is evidenced by the two convictions
which occurred in Miami, Florida, during the last two weeks. Both of these cases
were selected by the Target Selection Committee on September 22, 1971, and
assigned for investigation on September 29, 1971. The investigations were com-
pleted and reviewed by Service and Justice attorneys by December 23, 1971, on
which date they ere forwarded to the United States Attorney for processing.

TARGET SELECTION

The Target Selection Committee met twice in March. On March 14, 1972, 71
targets were selected; 55 were designated as joint investigations; and the remain-
ing 16 were selected as Audit targets. On March 29, 1972, 46 targets were selected.
:All were assigned for joint investigations. Thus far, the Committee has selected
472 joint targets and 58 Audit targets for a total of 530. You will recall that our
PMS ceport projected total selections, as of June 30, 1972, of 400 targets. Total
selections by that date probably will exceed 600 and could reach the 700 figure.

OPERATIONS

The Narcotics Traffickers Program is now showing tangible results. In March
alone, 8 joint investigations were completed which resulted in prosecution rec-
ommendations, and 12 were concluded with nenprosecution recommendations.

Through March 31, 1972, completed Audit examinations, relative to selected
targets, have resulted in proposed assessments of $10.5 million in additional taxes
and penalties. Spontaneous agsessments, i.e., terminations of tax years and jeop-
ardy assessments involving arrested narcotics violators (including 12 targets),
totaled an additional $21.2 million. Seizures of cash and property reported, thus
far, totaled nearly $4 million, of which $3.6 million was cash.

To date, 24 joint investigations have been concluded with prosecution recom-
mendations. Of these, 12 have progressed to the stage where the subjects have
been indicted. The trials of 4 of those 12 targets have been concluded with all
defendants involved having been found guilty. Two of the convictions relate to
ca-'slgf’ that were initiated under other programs, and subsequently adopted into

Th~ attachment to this report is a geographical schedule which sets forth target
selection, case dispositions and current inventories.
Joun F. HANLON,
Assistant Commissioner (Compliance).
Attachments.

Mar 10, 1972.
To: Director, Office of Law Enforcement
From: Assistant Commissioner (Compliance)
Subject: Presidential Program for Tax Investigation of Narcotics Traffickers
Progress Report for Month of April 1972.

ADMINISTRATION

In April, the IRS designated 36 employees (33 special agents and 3 reveuue
agents) to be assigned as IR S liaison officers to the Drug Abuse Law Enforcement
(DALE) program. It is anticipated that through close coordination and efficient
exchange of intelligence information DALE and NTP can complement each other,
and both will make significant contributions to the federal anti-drug campaign.
The Audit and Intelligence Divisions are making arrangements to conduct a two-
day seminar in Washington which will be attended by all of the agents assigned.
The purpose of the seminar is to familiarize the Representatives with NTP and to
define the role they will play in the DALE program. Disclosure statutes and general
operating policy will also play a major role in the discussions.
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On April 26, 1972, » manual supplement was issued covering Appellate Division
procedures in this program. Procedures have now been established in all operating
«divisions and the Office of the Chief Counsel.

TARGET SELECTION

The Target Selection Committee met on April 27, 1972, and selected 73 targets.
‘Of these, 56 were designated as joint targets and the remaining 17 were selected as
Audit targets. Thus far, the Committee has selected 528 joint targets and 75
Audit targets for a total of 603.

OPERATIONS

Significant progress was made during April toward developing a computer
program involving telephone toll calls between major narcotics traffickers. We are
now in the process of making a ““test run” based on toll information in our posses-
sion. In the event this proves sucecessful we will solicit similar information relative
to all targets currently under investigation. We anticipate that the information,
when correlated, will not only assist the field in ongoing investigations but will
contribute significantly to the identification of gther major traffickers.

We are also in the process of obtaining information from our field offices which
will enable us to include all targets in the Bureau of Customs’' computer system

- {Customs Automatic Data Processing Intelligence Network—CADPIN), When

<completed, we believe this will contribute materially to both agencies’ narcotics
programs. Customs investigators will automatically become aware of the fact that
we have information relative to the individuals concerned. At the same time,
agents and inspectors at border crossings will be alerted to our interest in the
travel habits of the targets, and to cash or other valuables which may be declared
at such crossings.

A quantitative evaluation of the results, thus far, in the Narcotics Traffickers
Project relating to prosecution recommendations, indictments, convictions, and
reivil dispositions indicates that we have exceeded our projections in practically all
categories outlined in our Performance Measurement System Report, It is antie-
ipated that this trend will continue and that overall results will continue fo
surpass previous expectations.

Through April 30, 1972, completed audits of gselected targets have resulted in
proposed assessments of $12.8 million in additional tax and penalties. Of this
amount, regular agsessments accounted for $3.6 million and jeopardy assessments
for 39 million. Spontaneous assessments, i.e., terminations of tax years and jeop-
ardy assessments involving arrested narcotics violators (including 16 targets)
totaled $25.8 million. Total assessments, since the inception of this program, total
in excess of $38 million. Seizures of cash and property reported to date amount to
'$5.6 million, of which $4.8 million was cash. X

To date, 70 joint investigations have been concluded, 29 of which resulted in
prosecution recommendations. Of the latter, 14 have advanced to the stage where
the subjects have been indicted. The trials of 5 of those defendants have been
concluded with all of them having been found guilty.

The attachment to his report is a geographical schedule which sets forth target
selections, case dispositions, and current inventories.
J. C. STIGAMIRE,

Acting Assistant Commissioner (Compliance).
Attachment. :

May 10, 1972,
Memorandum to: Director, Office of Law Enforcement.
From: Assistant Commissioner (Compliance).
Subject: Prosidential Program for Tax Investigation of Narcoties Traffickers
Progress Report for Month of April 1972, . :

ADMINISTRATION

In April, the IRS designated 36 employees (33 special agents and 3 revenue
agents) to be assigned as TRS liaison officers to the Drug Abuse Law Enforcement
(DALE) program. It is anticipated that through close coordination and efficient
exchange of intelligence information DALE and NTP can complement each other,
and both will make significant contributions to the federal anti-drug campaign.
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. The Audit 1nd Intelligence- Divisions are making arrangements to conduet a two-

- day semipar in Waghington which will be attended by all of the agents assigned.

he purpose of the serainar is to familiarize the Representatives with NTP and

to define the role they will play in the DALE program. Disclosure statutes and
general operating policy will also play a major role in the discussions.

On April 26, 1972, a manual supplement was issued covering Appellate Division

- procedures in this program. Procedures have now been established in all operating

* divisions and the Office of the Chief Counsel.

TARGET SELECTION

The Target Selection Committee met on April 27, 1972, and selected 73 targets.
Of these, 56 were designated as joint targets and the remaining 17 were selected
as Audit targets. Thus far, the Committee has selected 528 joint targets and 75
Audit targets for a total of 603.

OPERATIONS

Significant progress was made during April toward developing a computer pro-

- gram involving telephone toll calls between major narcotics traffickers. We are

now in the process of making a “‘test run’” based on toll information in our posses-

sion. In the event this proves successful we will solicit similar information relative

to all fargets currently under investigation. We anticipate that the information,

when correlated, will r ot only assist the field in ongoing investigations but will
contribute significantly to the identification of other major traffickers.

‘We are also in the process of obtaining information from our field offices which
will enable us to include all targets in the Bureau of Customs’ computer system
(Customs Automatic Data Processing Intelligence Network—CADPIN). When
completed, we believe this will contribute materially to both agencies’ narcotics
programs. Customs investigators will automatically become aware of the fact
that we have information relative to the individuals concerned. At the same time,
agents and inspectors at border crossings will be alerted to our interest in the
travel habits of the targets, and to cash or other valuables which may be declared
at such crossings.

A quantitative evaluation of the results; thus far, in the Narcotics Traffickers
Project relating to prosecution recommendations, indictments, convictions, and
civil dispositions indicates that we have exceeded our projections in practically
all categories outlined in our Performance Measurement System Report. It is
anticipated that this trend will continue and that overall results will continue to
surpass previous expectations.

Through April 30, 1972, completed audits of selected targets have resulted in
proposed assessments of $12.8 million in additional tax and penalties. Of this
amount, regular assessments accounted for $3.8 million and jeopardy assessments
for $9 million. Spontaneous assessments, i.e.,, terminations of tax years and
jeopardy assessments involving arrested narcotics violators (including 16 targets)
totaled $25.8 million., Total assessments, since the inception of this program, total
in excess of $38 million. Seizures of cash and property reported to date amount
to $5.6 million, of which $4.8 million was cash.

To date, 70 joint investigationg have been concluded, 25 of which resulted in
prosecution recommendations. Of the latter, 14 have advanced to the stage where
the subjects have been indicted. The trials of 5 of those defendants have been
conciuded with all of them having been found guilty.

The attachment to this report is a geographical schedule which sets forth
target selections, case dispositions, and current inventories.

J. C. SricAMIRE,
Acling Assistant Commissioner (Compliance). -
Attachments



69

JOINT TARGETS—GEQOGRAPHIG DISTRIBUTION OF TARGET. SELECTIONS, CASE DISPOSETIONS, AND DISTRICT
INVENTORIES ‘

Joint target Transfer

selection  Prosecutions w/D to audit Open cases
North Atlantic 7egioM. ame oo e reooeee 124 8 . 1 [ 101
Atbany, N. Y_._-______,__..-___---- < J— 3
Boston, Mass_.. g 9
" Brooklyn, N.Y_ . 29 2 [ 23
Buffalo, My -— 9 . . 9
Porhmouth NH- - 2 . 2
Hartford, Conn..... — 0 e 2 ez 8
Manhaﬂan NY e e 60 4 5 6 45
Providi Rl 1 1
Augusta, Maine o 1
Mid-Atlantic region ..o omoceememovene 93 6 85
Baltimore, Md_ 19 3 15
Newark, N.J 29 1 27
Philadelphia, 23 23
Pmsburgh Pa._ 12 2 10
10 10
Southeast region..omeecmcmwemvmmeowcae 82 4 7 3 68
Atlanta, Ga 0 1 R, 2 1 16
Cnlumbxa L O, 5 5
10 1 3
Jackson, M;ss _____________________ 1
Jacksonville, Fla. 43 3 5 2 33
Nashville, Tenn.- 3 3
Birmingham, Ala 1 —— 1
Central region. o cee oo ciceeee 50 4 . 44
Cincinnati, RO e oo oo 3 3
Cleveland, Ohio.. 7 7
Detrmt Mlchi ____________________ 32 3 2 e 27
1nd 7 1 6
Parkersﬁurg,w Va__._ 1 1
Midwest region. - .- - 36 3 31
Chicago, HI_... - 29 1 26
St Lou;s, Ma._ - 5 2 3
St. Paul, Minn_.. - 1 1
MilwauKes, Wis._____ 27727000 1 1
Sotithwest region.....c.-.. e 60 2 b S, 47
Albuquerque, N, MeX.ooemcemve e [ S [
AUSH, TOX mooemmmo oo 32 2 24
Dallas, Tex ) 0
Denver, Gol0n .o ce oo oe 7 7
New Orleans, L vovmoeacccnne ¥ 2 10
Western region. e cocoaccomaeomee 83 4 - 75
Anchorage, Alaska. v eeomneccnen 1 1
Honolulu, Hawaii... - 7 7
Los Angeles, Ca 1if 19 1 14
Phoenix, Ariz B {: J—— —— 116
artlamf Ora a 8 8
2 2
sm [ake Gity, Utah 2 2
San , Calif. 21 2 1 e i19
Seattle Wash. . e . 7 1 6
Total 528 29 3} 9 45}

1 This figure includes 1 target selected for audit only which was subsequently referred to the Intelligence Division,
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, APR. 30, 1972

Received from

intelligence Closed
Termina-
Audit cases tion of. Open
selected w/D Transfer Examined assessment inventery

North Atlantic region_ .- aaeeecmeee 21 i1 6 1 7 30
Boston 2 2 o
BrookIyn e oo 1 [ S, 4 11
Hartford .. 2 2
Manhattan. . eee 8 5 [ 1 1 17

Mid-Atlantic region. oo ccccccocmeeaee [ 2 8
Baitimore .o oo 1 1 2

ewark 3 1 4
Philadelphia - 2 .2

Southeast region.— v ooemeee 14 7 18

Atlanta 2 3
I b 3 3
Jacksonville 11 5 2 | J 12

Central region 1 2 1 2
Detroit. 2 e ) S 1
Indianapolis. e oo oo cemoceee 1 1

Midwest region. .o oo oo e 10 2 e 1 2 9
Chicago 7 2 e 1 1 7
St. Louis 2 1 1
St Paud oo 1 1

Southwest region. .o ccammccceacaaana 5 )} 4 2 10
AlbUguerque. .o cuee e 1 1 1
Austin 2 3 1
Dallas 1
DenVer e 1
New Orleans..

Western region. o cmeccecocemeon 18 - RS 3 1 20
Los Angeles ... 5 . S, 2 1 6
Phoenix 4 ) S, ) S, 4
Reno 1 1
San Francisco 7 1 8
Seattle. 1 1

TOta)- o ot 75 1 9 16 12 97

June 9, 1972.
To: Director, Office of Law Enforcement.
From: Assistant Commissioner (Coranliance). .
Subject: Presidential Program for Tax Investigation of Narcotics Traffickers
Progress Report for Month of May 1972.

INTRY CESPEN
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ADMINISTRATION

In May, a member of the Intclligence Division’s National Office staff spoke
before a group of agents of the Bureau of Customs. The agents in attendance are
all scheduled to be assigned to foreign posts of duty. The purpose of the presenta~
tion was to familiarize the agents with the Narcotics Traffickers Project and to
solicit their aid in obtaining information from overseas sources relative to the
financial aspects of narcotics smuggling.

The Operations Branch of the Intelligence Division’s National Office is being
realigned. The realignment will provide for the involvement of the entire branch
in NTP instead of the limited personnel now assigned. Branch personnel will be
in a better position fo service our field offices with regard to all functions. This
will give the field one course contact point in the National Office for all programs.

The realignment should not adversely affect NTP as the position of Project
Manager will be retained. The Project Manager will continue to have overall
responsibility for NTP with all target selections, NTP projects, and case closings
under his control. He will also have the responsibility of overseeing the project
with the objective of achieving geographical and organizational coverage, while
the day-to-day coordinating activity will be maintained by the Branch as a whole.

TARGET SELECTION

The Target Selection Committee met on May 31, 1972, and selected 116 targets.
Of these, 102 were designated as joint targets and the remaining 14 were selected
as Audit targets.Thus far, the Coramittee has selected 629 joint targets and 89
Audit targets for a total of 718.

The report for April 1972 reported a total of 603 targets. During May it was
determined that an individual who operates in various states was identified as a
target in two districts. In light of this, the target total as of April 1972 has been
changed to 602 targets.

OPERATIONS

Through May 31, 1972, completed audits of selected targets have resulted in
proposed assessments of $13.4 million in additional taxes and penalties. Of this
amount, regular agsessments accounted for $4.2 million and jeopardy assessments
for $9.2 million. Spontaneous assessments, i.e., terminations of tax years and
jeopardy assessments, involving arrested narcotics violators totaled $36.1 million,
Assessments since the inception of the program total in excess of $49.5 million.
Seizures of cash and property, reported to date, amount to $7.8 million, of which
$6.7 million was cash.

A Manhattan target, described by BNDD as the most substantial narcotics
trafficker ever identified, was the subject of the largest assessment to date in the
project. A jeopardy assessment of $2,834,700 for the year 1971 was executed and
$1,678,100 in cash was seized. The funds were originally seized by the Bureau of
Narcotics and Dangerous Drugs; and following the establishment of the jeopardy
assessment, they were turned over to the IRS. The actual transfer of the money
received substantial newspaper publicity in New Yorlk.

In May, 11 joint investigations were completed with prosecution recommenda~
tions, and 17 were concluded with nonprosecution recommendations, To date,
99 joint investigations have been concluded, 40 of which resulted in prosecution
recommendations. Nineteen of the individuals involved have already been in-
dicated. To date, 6 of the indictments have been disposed of with convictions.

"The attachment to this report is & geographical schedule which sets forth target
selections, case dispositions, and current inventories. :
Jorn T. HANLON,

Assistant Commissioner (Compliance):
Attachment. :
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, MAY 31, 1972

Joint target X Transfer to
selection  Prosecuticns W/D audit Open cases
North-Atlantic region ... -coeecoeenn 135 7 18 6 104
Albany, N.Y. 3 3
Boston, Mas: 10 —— 10
Brooklyn, N, 32 2 - S 24
Buffalo, N.Y 9
Portsmouth, N.H 3 2
Hartford, Conn_. — 11 s 2 ereaam 9
Manhattan, N.Y_.. ... 68 5 10 6 4?
Augusta, Maing.-- - "7T7T 1D . 1
Mid-Atlantic region_o..oc e oecmeeceoean 131 10 [ S 17
Baltimore, Md. . e 19 4 | R 14
Newark, NoJoo oo eaaaee 42 1 K S 38
Philadelphia, Pa. . 37 37
Pittsburgh, Pa. oo 15 3. 10
Richmond, Va 18 18
Southeast region. o o cescecmcmecemmewan 26 7 9 3 68
Atlanta, Ga 15 e 3 1 15
Columbia, S0 v eace ]
Greensbero, - 12 1 11
Jackson, Miss - . 1 1
Jacksonville, Fla_ 44 16 - 6 2 31
Nashville, Tenn.__ 4 . . 4
Birmingham, Ala.. .o cccceeee e e ——— 1
Central region 67 5 L S, 58
Cincinnati, OO e ov e cecmcemecmne 6
Clavaland, Ohio 7 7
Detroit, Mich. . e 46 3 [ 39
indianapolis, Ind o 7 2 5
Parkersburg, W. Va. oo 1 e 1
Midwest region. .o oo 42 3 b J 36
Chicago, 111 31 1 j: R 27
St. Louis, Mo. 5 2 3
St. Paul, Minn.._ 1 1
Mitwaukee, Wis_ 1. 1
Springfield, 11l... 4 4
Southwest region ... . 66 2 52
Albuguerque, N, MeX......._ - J 6
Austing, TeX.ceou e ceceeccmnan 35 2 27
Dallas, Tex 2 e 1
Denver, Colo__.___________ """ 7 7
New Orleans, La.. 12 e - S, 9
Little Rock, Ark-em e e 2 2
Western region. oo eceeeeceeaee 102 6 8 1 89
Anchorage, Alaska__....___________ 1 1
Honoluly, Hawail.._ A, 1 s 6
Los Angeles, Calif. 29 5 1 20
Phoenix, Ariz....... 20 e ) RS 220
Portlancf, Oreg.... 8 9
no, Nev...._... 2 2
Salt Lake City, Uta 2 2
an Francisco, 22 2 T, 220
Seattle, Wash._. 10 1
1 U 629 140 58 10 524

1 lqclutqlels 1 prosecution case un a Newark target. This case involves a violation of title 18, sec, 1503. The Newark tax
case is still open,
2 This ﬁgure: includes 1 target selected as an audit target which was subsequently referred to the Intelligence Division,

-
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, MAY 31, 1972

. €losed
Received from —_—
Audit intelligence Termina-
cases - . tion of Open-
selected w/D Transfer  Examined assessment inventory
North Atlantic tegion. oo ceoeee e 25 18 6 4 7 38.
AYBANY e e 1 mm e ammmcmmmmmeme ememan i
Boston 2 e 2 e
BrooKlyn oo ccm e mrecee 10 B e nm 4 12
Hartford. . e cm————ze 2 e v —————————————— 2
Manhattan. . oo oooeeneo 12 it [ 4 23
Mid-Atfantic region...... . W 4 Commenn 14
Baltimore . .._ ——- 1
Newark. __. .- 6
Philadelphid. e meanee 2
Richmond
Southeast region
Atlant
Gr boro. -—
Jacksonville_ . _cmeeeen

Central region

]Deg.roif -

Midwest region. .« ueee oo caneaeee

Chicago.
St LOUIS ¢ e
St Patl. e e ————

Albuquerque
Austin.._.

Dallas...
DeNVer . o oo
New Orleans. .. F: SRR 1

Western 182i0n.a e cmeemmoemme e 18 8 1 3 1

Hawaii

Los Angeles oo meies
Phoenix.
Reno.
San Francistlee e eenmernncann
Seattle.

Total

Juwy 13, 1972.

To: Director, Office of Law Enforcement,
From: Assistant Commiissioner (Compliance).

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers

Progress Report for Month of June 1972.

In June, supplemental guidelines were issued to the IRS DALE representa-
tives. Subsequently, two IDDALE representatives were assigned to assist the Na-
tional Office staff in the preparation of a manual supplement on TRS participa-
tion in the DALE Program. The supplement has been completed and is currently

being reviewed. .
All of the DALE representatives are scheduled to attend & two-day

seminar

to define their responsibilities and to discuss the relationship between DAL 2 and

NTP.
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Members of the National Office Intelligence Division staff have been meeting
regularly with Dr. BEdwin L. Golding of your staff. Progress has been made toward
implementation of the Narcotics Traffickers Information System which was
developed by Dr. Golding. It is anticipated that the output from this computer
system will provide your office, as well as IRS district offices, with valuable
information on identified targets.

TARGET SELECTION

The Target Selection Committee met on June 21, 1972, and selected 75 targets.
Of these, 68 were designated as joint targets and 7 were selected as Audit targets.
;I‘hus f?l";gthe Committee has selected 699 joint targets and 94 Audit targets for &

otal o 3.

For the first time, since the inception of the program, all of the selected joint
targets were not referred to the district offices for investigation, The Phoenix
District does not have sufficient manpower available to conduct additional investi~
gations at this time. Consequently, 10 target coses are being retained in the
National Office until such time as the manpower situation improves. We have
exceeded our commitment of 400 technical positions assigned to this program, and
without a supplemental appropriation additional manpower simply is
not available.

Manpower shortage has become a critical problem for a number of districts.
‘They will likely be in the same position as Phoenix very soon. A study is currently
being made and a detailed report on this situation, as it effects the entire program,
will be submitted to your office during July 1972. .

OPERATIONS

In June, 11 investigations were initiated on individuals who allegedly are
members of the “Brotherhood of Eternal Love.” The Brotherhood is an erganiza-
tion which is interz.ational in scope and, according to knowledgeable law enforce-
ment officials, controls the flow of all hashish from Afghanistan. The 11 Brother-
hood targets are considered to be financiers and operational leaders of this smug-
gling system. It is anticipated that if the results of these investigations are positive
additional Brotherhood targets will be recommended to the Target.Selection
Committee. These investigations are being coordinated with BNDD and Customs.

In Vermont, U.S. Customs agents seized $300,000 and a small quantity of
haghish from three individuals at the Canadian border. IRS was notified and
immediate steps were taken to terminate the subjects’ tax years, and assessments
were made against each individual. The money was subsequently turned over to
IRS to satisfy the assessments.

Through June 30, 1972, completed audits of selected targets have resulted in
proposed assessments of $13.6 million in additional taxes and penalties. Of this
amount, regular assessments accounted for $4.4 million and jeopardy agsessments
for $9.2 million. Spontaneous assessments involving arrested narcotics violators
totaled $40.6 million. Assessments, since the inception of the program, total in
excess of $54.2 million. Seizures of cash and property reported to date amount to
$8.5 million, of which $7.2 was cash.

In June 1972, 16 joint investigations were completed with prosecution recom-
mendations snd 20 were concluded with nonprosecution recommendations. To
date, 134 joint investigations have been completed, 56 of which resulted in prosecu~
tion recommendations. Twenty-two of the individuals involved have been indicted
and 7 of the indictments have been disposed of with convictions. It is interesting
to note that the Performance Measurement Systems Report for Fiscal Year 1972
projected 40 prosecution recommendations, 8 indictments and 4 convictions.

The attachment to this report is a geographical schedule which sets forth target
gelections, case dispositions and current inventories.

L ouN F. HANLON,
Assislant Commissioner (Compliance).
Attachment, i
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JOINT TARGETS~-GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, JUNE 30, 1972

Joint target Transfer Open joint
select%on Prosecutions WD 1o audit P c]ases
North Atlantic region. oo oo eememccneae 146 11 24 6 105
Albany, N.Y oo e 3 3
Augusta, Maine. 1 1
Boston, Mass.... 10 1 9
Brooklyn, N.Y__ 37 2 8 e cam 27
Buffalo, N.Y..__ 9 9
Hartford, Conn_.. 12 a3
Manhattan, N.Y.._ 71 8 12 6 45
Partsmouth, tLHZ 2 ememaen 1 e cemm 1
Providence, Rul. oaee o e _— 1 1
HMid-Atlantic region .o oo cmeme 142 10 T i 125
Baltimore, Md 22 4 17
Newark, N.J__ 43 1 37
Philadelphia, 38 mcmmmanan 37
Pittsburgh, Pa... 15 5 10
Richmond, Va..... 23 23
Wilmington, Del 1 1
Southeast region 99 12 13 3 72
Atlanta, Gau.o mom e 19 e 6 1 12
Birmingham, Ala..._ 2 2
Golumbia, S.C...-.... - 5 1 4
Greensboro, NG oo vee e 13 1 12
Jackson, Miss 1 — ——— 1
Jacksonvitle, Fla_ oo 54 10 7 2 136
Nashville. 5
Central fBgioN - e o ceeem e - 75 [ F . 67
Cincinnat’, ONi0umeran e aveccemeee 9 8
Clevelang, Ohio 7 !
Detroit, Mich_.... 51 3 F 45
Indianapolls, {nd.._ 7 2 5
Parkersburg, W. Va.. 1 1
Midwest region 45 § [ S 36
Chicago, Nl e — 31 3 L 24
il . Wis 1 1
St. Lou 8 2 6
St. Pau 1 1
Springfi 4 4
Southwest regioN.. v oo mecioaeaeee 87 2 16 eoreeee 49
Albuguerque, N, Mex_ocneeeere | J 2 ecmaiinm 5
Austii, Tex. 36 2 9 25
Dallas, Tex 2 emimnes 1 1
Danver, Colo- . oo 7 7
Littie Rock, Ark. —— 2 2
New Orleans, La - 12 s [ — 8
Western region..... — 125 1 11 i 104
Anchorage, Alaska. - 1 1
Honolufy, Hawaii - 10 1 |, 8
Los Angeles, Calif. - A 4 6 1 . 23
Phoenix, ARz - 3 3 ) 2328
Portland, Oreg- -2 -" -2 ""2277C £ A 10
eno, Nev. . 2 2
Salt Lake City, Utah_ ... 2 2
San Francisco, Calif... C 24 2 222
Seaitle, Wash. 10 1 8
Total., 699 156 558

case is still open.

1 Includes 1 prosecution case on a Newark target. This case involves a violation of title 18, sec. 1503 The Newark tax
2 This figure includes 1 target selectad as an audit target which was subsequently referred to the Infelligence Division,

2 The ablove-listed figure includes 10 targets which were selected in June 1972, but because of *‘manpower shorvages*
were not aysigned to the district offices, These cases are being retained in the office of the program manager, Infelligence
until such time as the Phoenix district has sufficient manpower to conduct the investigations,
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AUDIT TARGETS--GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, JWIE 30, 1872

Recelved from

intelligence Closed
Audit Termina-
CH5ES R tior of Open
selected Ww/D Transfer  Examined assessment nventory
North Atlantic region. vovmeeoocovenen 26 24 6 ) 7 42
Albany.... oo e 1 - - 1
Boston 2 - 2 e
BrooKIyn. .o cicimen 10 4 14
Hartford. . - 3 3
Manhattan 13 12 6 7 1 23
Portsmouth 1
Mid-Atlantic region... __ i1 6 17
Baltimore...... 1 ) 2
Newark 7 4 — 11
Philadelphia.uewee e e comemmman 2 1 3
Pinkan o 1 i
Southeast regloNecceeccccmcccceccean 14 13 3 10 e e 20
Allanta 6 . 1 2 5
%;eensk 3 : 3
Jacksonvile. wem e eaicemmeaaee 11 7 2 : S, 12
Central regioN. e ccmeccaccoraceaccoan 3 [ — 2 e 5
Detroit. 2 [ O 2 e 4
§ sdianapolls. . 1 1
Midwest region. comeeecec e caccccan 12 [ S 2 2 12
Chicago . 9 [ S, 2 1 10
St, Lovis - 2 1 1
3 0 o 1] RN 1 1
Southwest region 8 8 2 14
Albuguerque. -« . ceoeoimmeae 1 1 1 1
Auslin 5 ] 1 8
Dallas. ool 1 ) S, 1
Denver. oo e 1 1
Huw Orleans N 3
Western region caeameecsvcaamemccnan 20 11 1 9 1 22
Vanolulu 1 1
Los Angeles 5 6 1 8 1 3
Phoenix 4 ) S, R 4
Portland... 1. 1
BN0. e oo mcmm e 1 . 1
San Franci 9 1 10
Seattle 1 5, 2
117 SO SN 94 78 10 38 1z 132

Avgust 16, 1972,
Memorandum %to: Director, Office of Law Enforcement.
From: Acting Assistant Commissioner (Compliance).
Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of July 1972,

T



ADMINISTRATION

In July, four two-day meetings were held in the National Ofice. Intelligence
Division Chiefs representing 22 of our major districts, along with their NTP
group supervisors, met with the National Office Staff to evaluate the various
district operations. Representatives from your office and Chief Counsel’s office
addressed the meetings. The primary reason for conducting these meetings was to
discuss various invesfigative techniques being utilized {hroughout the country
in this program and to identify problems encountered in field investigations. 1t is
anticipated that similar gessions will be held periodically in order to offer a forum
for “idea exchanging.”

Discussions at these meetings indicated that as a result of our activity in this
program the Internal Revenue Service has established strong relationships with
state and local enforcement agencies. One of the reasons for this is the extensive,
expeditious use of spontaneous assessments. The law enforcement community
recoguizes the important role that the Internal Revenue Service is playing in the
federal anti-drug campaign, and we are receiving cooperation at al) levels.

During the week of July 17, 1972, the IRS~-DALE Representatives attended a
three-day seminar conducted by DALE. At the conclusion of this seminar the
representatives atfended a one-day meeting conducted by the IRS Narcctics
Program Manager. The representatives were given the opportunity to discuss
matters of mutual interest with you and members of the National Office Staff.
A manusl supplement detailing their duties and responsibilities is currently
being revieswed and should be issued shortly.

Our computer analysis of traffickers’ toll calls (Operation ROJA) has become
operational, and we have regeived our first printout from the Data Center.
Although we encountered some problems gaining access to computer time, these
problems appear to have been resolved. We are optimistic that we will be able
to have some output to the districts within the month of August.

TARGET SELECTION

The Target Selection Committee met or July 27, 1972, and selected 53 targets.
Of these, 43 were designated as joint targets and 10 were selected as Audit Targets.
Thus far, the Committee has selected 740 joi. targets and 104 Audit targets
for a total of 844, As in June, manpower shortages have required us to retain some
of the selected targets in the National Office.

OPERATIONS

'Through July 31, 1972, completed audits of selected targets have resulted in
proposed assessments of $32.2 million in additional taxes and penalties, Of this
amount, regular assessments accounfed for $4.9 million and spontaneous assess-
ments for $27.8 million. Spontancous assessments involving arrested narcotics
viplators, who are not targets of this program, totaled $30.3 million. Total ugsess-
ments made since the inception of the program exceeded $62.5 million. Seizures
of cash and property amounted to $9.8 million, of which $8.4 million was cash,

In July, 3 joint investigations were completed with prosecution recommenda-
tions, and 20 were concluded with nonprosecution recommendations, To date,
155 joint investigations have been completed, 59 of which resulted in prosecution
recommendations. Twenty-five of the individuals involved have been indicted
and 7 of the indictments have been disposed of with convictions. The remaining
34 prosecution cages are being reviewed.

The attachment to this report is a geographical schedule which sets forth
target selections, case dispositions, and current inventories.’

Joserr G. McGoway,
Acting Assistant Commissioner (Compliance).
Attachment.

§1-443~—77—-6
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JOINT TARGETS— GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, JULY 31, 1972

Juint
target 3 Transfer Open joint
selection = Prosecutions w/D to audit cases
‘North Atlantic region oo . - 151 11 35 6 99
Albany, N.Y. e ) S, 3
Augusta, Maine. - 1
Boston, Mass.. - - g
Brooklyn, N.Y. - 28
Buffalo, N.Y__ 8
Hartford, Conn 9
Manrhattan, N. 40
Portsmouth, N
Providence, R.1- 1
Wid-Atlantic 18gion. .caememeic e ) 125
Baltimore, Md.. oo cemmmmceeemaeeee 25 5 319
Newark, NJ..__.. - 45 1 336
Philadelphia, Pa. L R 37
Pittsburgh, Pa e cieneeeee 15 5 9
ichmond, Va 23 . 23
.~ Wilmington, Del 1
Southsast region 114 12 15 -3 84
Atlanta, Ga. oo e ne L S — 6 1- 17
Birmingham, Ala } 5 _. —— 5
Columbia, S.C. oo n 5 ) S 4
Greensboro, N.C_ 13 1 12
fackson, Miss 1_.. 1
Jacksonville, Fla- 60 10 g - 2 1339
Nashville, Tenn_. 6
Central region 80 5 71
gincinnati, Ohjo 9 9
leveland, Ohio. 7 7
DPetroit, Mich. o u e 52 3 4 e 345
n lis, In 7 2 5
Parkersburg, W. Vaocoeeiomc - 1 1
Louisville, KYe e camecmae e cacan 4
Midwest region 44 5 2 e n 37
Chicago, 11! 30 3 2 e 25
Mitwaukee, Wis. camm e cm e miee 1 1
St, Louis, Mo_.... - 8 2 5
St. Paul, Minn. - 1 1
Springteld, 111 - [3 4
Southwest region...... - 75 3 55
Alsuquerque, N, Mex. - 10 i o 8
Austin, Tox.: 37 T2 25
Dallas, Tex. 3 1 1
Denver, Coloo o e mce e 7 : Ll 7
- - Little Rock, Ark... - 2 2
. New Orleans, La__.. - 13 e [ S 9
_ Uklahoma City, OKI3.or e 3 . 3
‘Western region : 128 12 B} 1 106
Anchorage, Alaska. - - oweomrecececn ) — 1
Honolulu, Hawaii. ... — 10 1 1 8
Los Angeles, Calif._ - 34 5 6 22
Phoenix, Ariz._.. - 31 3 1 7328
°urtland', QOreg. | R, 1 10
Reno, eamm 2 2
Salt Lake City, Utah 2 2
San Francisco, 26 2 2924
Seattle, Wash. oo oo e 11 1 9
Total 740 159 96 10 577

! lr)clutdlels 1 prosecution case on a Newark target, This case involves a violation of title 18, sec. 1503. The Newark tax
casy is still open.

2 This figure includes 1 target selected as an audit target which was subsequently referred to the Intelligence Division,

3 These figures include targets which have been selected, but because of ““manpower shortages'’ were not assigned
to the district officus. These cases are being retained in the office of the program manager, Intelligence until such time
as sufficient manpower to conduct the investigations becomes available,
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GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DEPGSITIONS, AND DISTRICT INVENTORIES,

JULY 31, 1972

Received from

intelligence Closed
Audit -
cases . Term, Open
- selected WD Transfer  Examined assess, inventory
North Atlantic region. «owee e ovcmauae 29 35 6 9 7 54
- Albany. 2 1 3
Boston 2 A ———
BrooKlyn .o e e 11 | R 1 4 15
Buffalo... 3 3
Hartford -« c oo 1 3 A
Manhattan 13 17 6 8 1 21
- Portsmouth 2 2
) - 12 } ¥ G, S 22
1 1 2
7 N, ) R 13
2 2 " 4
1. [— 1
~ - 2
Southeast region .- cocercommenm 16 15 3 10 e 24
- Atlarta - 6 1 2 e 5
Birmingham. 1 1
Greensboro. . 3 3
Jacksonville. 12 9 2 8 e 15
- Central region .3 S S, 2 cimcee —— 6
Detrait 2 | . 2 imrcee 5
Indianapoli 1 : 1
Midiwest PO et e 12 12
P 1127, U 9, 10
St. Louis. 2 1
St Pl 1 1
outhwest region. - eeem e cmcmcccvama- 8 15
AlDUgUergUe. e ccn e 1. 1
Aush‘% ate 5 g
pallas 1 1
DEAVES e s oo e emm o cm 1 1
New .Orleans, ) 3
Western region 24" 11 1 L u 1 24
Honolulu e 1. 1
Los Angeles. oo e ’ "5 6 1 9 1 2
Phoenix.: - - 4 ) 1 eeam 4
Partland 1 1
Reno 1 —— 1
San Franci: 12 ) S, | S, 12
Seattle.. 2 1 . : T 3
.- Total w0 9] 10 . 43 12 157
. o SereEMBER 13, 1972,
v . Memorandum to: Deputy Assigtant Secretary for Enforcement. ., ..;o
From: Assistant Commissioner (Compliance). .

* Subject: Presidential Program for Tax Investigations of Narcotics Traffickers

Progress Report for Month of August 1972,
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ADMINISTRATION

In August, the computer analysis of telephone toll calls made by selected targets.
disclosed that targets in Nashville, Atlanta, and Philadelphia had called a target
in New York. Further inquiries revealed that some of these individuals, along with
other targets, had met in Houston, Texas, in July 1971 and appear to be closely
connected in & large-scale marcotics distribution system. Identification of the
system should lead to additional members of this organization. Dr. Edwin Golding
has cooperated in the computer project and is currently designing s program that
will expedite the analysis through the further use of eomputers. This will be of
great assistance and will be a significant contribution to NTP. .

During the month of August, a meeting was held with Mr. Philip Smith,
Bureau of Narcotics and Dangerous Drugs, who advised that BNDD is anxious
to offer the Internal Revenue Service assistance in obtaining information from
foreign countries. They will also be furnishing information on American Nationals
involved in international narcoties trafficking.

TARGET SELECTION

The Target Sclection Committee met on August 30, 1972, and selected 72
targets. Qf these, 63 were designated as joint targets and 9 were sclected as Audit
targets. Thus far, the Committee has selected 803 joint targets and 113 Audit
targets, for a total of 916. Manpower shortages continue to exist and 45 targets are
now being retained in the National Office.

NARCOTICS PROTECT ASSESSMENTS

During the 14-month period ended August 31, 1972, total assessments proposed
against selected targets amounted to $35.0 million in additional taxes and penalties.
Of this amount, assessrents resulting from examinations accounted for $26.6
million including jeopardy assessments of $18.9 million. Termination of taxable
period assessments against targets amounted to $8.4 million. Spontaneous assess-
ments involving arrested narcoties violators who are not targets of this program
totaled $31.2 million. Thus, total assessments against target and non-target cases
amounted to $66.2 million. Seizures of cash and property amounted to $11.0
million, of which $9.3 million was cash.

OPERATIONS

Twenty joint investigations were completed with proseeution recommendations
and 11 were concluded with nonprosecution recommendations in August. To date,
186 joint investigations have been completed, 79 of which resulted in prosecution
recommendations. Thirty-nine of the individuals involved have been indicted and
11 of the indietments have been disposed of with convictions. The remaining 29
prosecution cases are being reviewed.

The Swiss Ministry of Justice recently disclosed that it had frozen more than
$500,000 hidden in secret Swiss bank accounts by international narcotics traffickers.
The freezing of three numbered accounts marked the first moves against the use of
Swiss banks by narcotivs traffickers. One of the drug operators, whe had $104,000
in a secret account, is an Audit target under investigation in the program.

The attachment to this report is & geographical schedule which sets forth target
selections, case dispositions, and current inventories.

JosepH G. McGowan,
Assistamy Commissioner (Compliance).
Attachment. ,



81

JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPQSITIONS, AND DISTRICT

.

INVENTORIES, AUG. 31, 1872

Joint
target
selection

Prosecu~
tions

Transfer
W/D to audit

loint
targets
selecied ,
held in

Open joint nationat
cases ofijce 1

‘North Atlantic region .o eecmeeeeoo

Albany, N. Y.-_-----_.--_-_-_--_
Auvgusta, Maine.
Boston, Mass. ...

Brooklyn, NY__..__
Buffalo, N.Y.__...
Hartford, Conn._..
Manhattan, N.Y....
Portgmnuth, M
Providence, R1_.
*Mid-Atlantic region . .o ooeeeeeenn
Baltimore, Md
Newark, NJ ____________________
Philadelphia, Pa..
Plttsbutgh Pa ..................
Wilinington, Bt N = -
“Southeast region_ . ooioinaaan 120 15 18 3
Allanta, Ga. o ecmaaaas 28 3 [ 1
Birmingham, Ala.. 5
Columbla, SC _____________ 5 ] e ——
o N.C.. ——- 14 )
7 Mis 1
Jacksonville, Fla______---_--_--- 61 10 10 2
Nashville, Tenn oo ooeeee e ]
*Central region. oo LNl ] - S
Cincinnati, Ohio 13 -
Cleveland, Ohio 8 -
Detrmt, Mlch_.;j ................ Sg 5
Louisville, Ky. 4 N
Parkersburg, W. Va.coeeeoaeeo R, P
IMidsest 1eRION . o s i 43 7 2 e L1 S
Chicags, lll._-_--_.__--_--___-_- 30 3 2 een
Milwai: ﬁee, Wis. 2
St. Louis, Mo 12 [ SN
St. Paul, Minn... 1
Spnngﬁe(d L {1 DR B e ceena e v ———
>Southwest r8gion. v v e ccaeee e oo 78 3 | ¥ -,
Albuguerque, M. MeXowemae oo 10 oo 2 e
Austin, TeXooooae. - 38 2 10 ...
Dallas, Tex._. 3 1 1
Denver, Colo. 7
Little Rock, Ark.. 2
New Orleans, La._ 13 e [ S,
Oklah City, Okl 3 -
‘Western region. oo ceve. o 142 18 17 1
Anchurage, Alaska ______________ 1
10 1 ) A
Los Angeles. Ca“f ............... 40 6 10
Phoenix, Ariz...-. 33 "3 2 e
Portland, Oreg__ 7 J N
Reno, Nev ... 2
Salt Lake City, utah.-_--._---_-_ 2 -
San | atif. . 27 5 2 e
Seattle, Wash_ oo 14 4 ) S,
Total 803 279 107 10

1 Because of manpower shortages these cases are being reteined in the office of the prﬁgram r?anager, llntelhgence,

until such tima as sufficient manpower to conduct the investigations Lecomes a

inventories of these districts.

They are

the open

2 Includes 1 prosecuhon case on a Newark farget. This case involves a violation of title 18, sec. 1503, The Newark tax

case is stilf ope

3 This fi gure mcludes 1 target selected as an audit target which was subsequently referred to the intelligence division.
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JOINT TARGEfS.—- GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, AUG. 31, 1972

Closed
Received from —_—
Audit intelligence Termi-
cases nation of Open
selected Ww/D Transfer  Examined assessment inventory
North Atlantic region. oo ccauee 34 38 6 18 7 53
ADANY - ool 6 1 " 7
Boston 2 2 e
BrookIyn oo oo 12 10 e 2 4 16
Buffalo_... 3 3
Hartford. o ool 1 [ S ) SO, 3
Manhattan 13 19 6 15 1 22
Portsmouth..... 2 2
Mid-Atlantic region.ooc e emmcacceeen 12 ) S, 1 o 22
Baltimore. . oo ool 1 1 2
Newark 7 S ) G, 13
Philadelplia. . oo 2 2 4
Pittsburgh 1 1
Richmont . oo 2 2
Southeast region. 17 16 3 25
Atlanta : 6 1 4
Birmingham 1 1
Greensboro.._ oo ool 3 3
Jacksonvilleo o oocoo oo 13 10 2 8 e 17
Central region...._ e e ceae 3 - — A 7
Detroit 2 6 e 2 e 6
Indianapol 1 1
Midwest region 15 L R 3 2 14
Chicago g [ S, 2 1 10
St LOUIS oo B e ——— 1 1 3
I A 2 1) 1 1
Southwest r€gi00 .- < oo mmmeceee 8 9 2 14
Albuquerque 1 1 1 1
Austin 5 6 1 3
Dallas 1 ) R, 1
DT O 1 1
New Orleans ) S 3
Western region_ oo 24 17 1 12 1 29
Honoluiu 1 1
Los Angeles 5 10 1 9 1 6
Phoenix. 4 PR S, 5
Portiand. 1 1
81100 - e et e e mm e 1 1
San Franci . 12 2 e 2 e 12
Seattle 2 1 3
Q) | U 113 108 10 56 12 164

OctoBER 13, 1972,
To: Deputy Assistant Secretary for Enforcement.
From: Asgistant Commissioner (Compliance) CP:1:0.
Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of September 1972.
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ADMINISTRATION

In September, representatives of IRS, Customs, ATF, Secret Service and Main
Treasury attended a meeting with an official of the Office of National Narcotics
Tntelligence (QNNI). The mission of this new agency has been defined as service
for other agencies. They are trying to determine what information is available
on narcotics traffickers and how they will be able to service the various law en-
forcement agencies involved in the federal anti-drug campaign. Further meetings
will be held in order to determine what assistance ONNI will offer the Narcotics
Traffickers Program. o .

A meeting was held with the agent in charge of the Bureau of Custom’'s Money
Monitoring Project. In conmnection with that Project, Customs has compiled a
Financial Document Collection System (FDCS) in which 37 individuals have
been identified who are listed in FDCS and CADPIN., We expect to initiste
background inquiries on all of these subjects.

The Program Manager (Intelligence) met with the agent-in-charge of all
narcotics intellizence gathering for the Bureau of Narcotics and Dangerous
Drugs for the New York Metrogoh'tan Area. It was agreed that a monthly meeting
between BNDD and the IRS narcotics group supervisors from Manhattan,
Brooklyn and Newark would be beneficial. Such a meeting would keep them all
abreast of our program and should aid in developing new targets.

On Tuesday, September 19, 1972, members of Narcotics Section (Audit) made
a presentation to the Regional Fraud Anaiysts., The objectives and accomplish-
ments to date in the program were outlined and the analysts were encouraged to-
offer advice and suggestions on improving the Narcotics Program.

TARGET SELECTION

The Target Selection Committee met on September 26, 1972, and selected 95
targets. Of these, 86 were designated as joint targets and 9 were selected as Audit
targets. Thus far, the Committee has selected 889 joint targets and 122 Audit
targets, for a total of 1,011. Manpower shortages continue to exist and 68 targets
are now being retained in the National Office.

NARCOTICS PROJECT ASSESSMENTS

During the 15-month period ended September 30, 1972, total assessments
proposed against selected targets amounted to $35.6 million in additional taxes
and penalties. Of this amount, assessments resulting from examinations accounted
for $27.1 million including jeopardy assessments of $18.9 million. Termination of
taxable period assessments against targets amounted to $8.5 million. Spontaneous
assessments involving arrested narcotics violators who are not targets of this
program totaled $33,3 million. Thus, total assessments against target and non~
target cases amounted to $68.9 millicn. Seizures of cash and property amounted
to $11.7 million, of which $10.1 million was in cash.

OPERATIONS

In September, 13 joint investigations were completed with prosecution recom-
mendations and 20 were concluded with nonprosecution recommendations. To
date, 219 joint investigations have been completed, 92 of which resulted in pros-
ecution recommendations. Forty-six of the individuals involved have been
indicted and 15 of the indictments have been disposed of with convictions. The
remaining 31 cases are being reviewed.

The attachment to this report is a geographical schedule which sets forth target
selections, case dispositions and current inventories.

JoEN F. HaNLON,
Assistant Commissioner (Compliance).
Attachment.
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION' OF TARGET SELECFIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, SEPT. 30, 1972

Joint
targets
. selected !
Joint Open  heldin  Pending )
target  Prosecu- Transfer joint  national  indict- Convic-
selection tions W/D 1o audit cases  aofficet ments tions

North Atlantic region........ 174 16 3e 6 113 9 5 1
Albany, N.Y. 5
Augusta, Maine 1
Boston, Mass...ceaciae. 16 9 2 e
Brooklyn, NY. o cceeaeae 2% aa 4 1
Buffalo, N.Y. 1l
Hartford, Conn........___ 9
Manhattan, N.Y..o....._ 40 1
Portsmouth, N.H 1
Providence, Rl ... .. 1.

Mid-Atlantic region .oaeeero. 162 23 2 4
Baltimore, Md 24
Newark, N1 43
Philadelphia, 36
Pittsburgh, Pa_ 32
Richmond, Va 26 -
Wilmington, Deleocaaen2 1

Southeast region__..oceceuan 80 1 12 5
Atlanta, Ga...__ooceon.o 29 4 & 1 18
Birmingham, Ala 5 5
Cofumbia, S.C. . ccmneae 5 2 e 3 2
Greensboro, NG - aaeo - 14 1 AR ) ¥ 1
Jackson, Miss 1 ),
Jachsonville, Fla. ... 62 14 12 2 234 1 10 4
Nashville, Tenn 4 7 .-

Central region. - oo ccmmemee- 98 10 S 81 7 4 2
Cincinnati, Ohio 16 1 15 | .
Cleveland, Ohio 3
Detroit, Mich. oo ceaeene 59 46 6 3 1
Endianapolis, Ind.ccaa o 10 7 i 1 1
Louisville, Ky.. 4 4 ;
Parkersburg, W. Va 1 1

Midwest region . .o oeeoocaacs 62 9 - S L.t S, 2 2
Chicago, M.eeeaemene 39 3 5 emema—a 31 2
Milwaukee, Wis.oo.o .. 2 2
Omaha, Nebr 2 . 2
St Louis, Mo oo mceaene 12 [, - SR 2
St. Paul, Minn..oooeaeo 3 3
Springfield, 1. 4 & .

Southwest region_ ... 82 S 2 e 56
Albuquerque; N, Mex... 10 1 f: 6
AUSting TOXaeemmeeacamen 40 2 12 ... 26
Dallas, Tex.. - 3 1 1 1
Denver, Colo... - 11 1 R, 9
Little Rock, Ark_.. - 2 .. 2
New Orleans, La........ 13 e I I 9
Oklahoma City, Okla_.._. 3 3

Western region. 160 19 20 1 122 28 6 1
Anchorage, Alaska_ - ) N 1
Honoluly, Hawaii..... 10 ) 8
Los Angeles, Calif_.. 40 [ 10 1 23 1
PhoeniX, ANz, cacceeaaes 51 3 [ J, 348 28 e
Portland, Oreg 13 10000 12 N
Reno, Nev 2 2
Salt Lake City, Utah._.... 2 2
San Francisco, Calif..... 27 5 2 e 321 .. 3
Seattle, Wash. ..o 14 4 3 e T oeeaceen 2 1

Totalo o ececcccmranen 889 92 127 10 662 68 31 15

1 Because of *‘manpower shortages’’ these cases are being retained in the office of the program t,nanaser, intelligence
until such time as sufficient manpower to condust the investigations becomes available. They are included in the open
inventories of these districts, . 3 .

2 It;clutcjﬁs 1 prosecution case on a Newark target. This case involves a violation of title 18, sec. 1503, The Newark tax
case is still open,

3 This ﬂgurg includes 1 target selected as an audit target which was subsequently referred to the Intelligence Divisien,




- AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, SEPT, 29, 1972

Closed

Audit Received from intelligence Termina-
cases —————————— . tion of Opent
selected w/iD Transfer ~ Examined assessment inventory
North Atlantic region . cee e ceeeeeeee 36 39 6 21 7 53
Albany. 6 1 . 7
Boston . 2 2 e
BrooKIyN. o e oo ool eee 12 | ) 3 4 16
Buffalo_... - 1 3 4

Hartford. ... - 1 - S ) S
Manhattan._ .o oo 14 19 6 17 1 21

Portsmouth -
13 23
1 2
) . 8 15
Philadelphia. . . oo oo 2 3
Pittsburgh. - 1
Biehma>l 2 - 2
Southeast region_.c oo ooooceoeeees 17 19 3 16 e 23
Atlanta. 6 1 F J— ]
Birmingham.._ ... ] 1
G 0 3 4
Jacksonville 13 14
Central 18QION. v oo e ceeee e 4 7
Cincinnati - ?
Detroit 3 5
Indianapaoli 1 . 1
Midwest region. .o v mmoeoemmmen 18 5 e 3 2 i)
ChiCag0. .o 11 < S, 2 1 13
St LOUIS e e oo [ 1 1 3
St. Paul 1 1
Omaha 1 e m et ————— 1
Southwest region. ..o cmeeeeececemeen 9 2 S 11 2 17
Athuguerque. .. 1 1 1 2
Austin 6 7 1 10
Dallas. o oo e 1 S
DENVES e e e e 1 2
New Orleans__.. ) S, 3
Western region o v oecmecoceeccm e 25 26 1 12 1 33
Honolulu. 1 1
105 ANERIES . e cvmm e e e 5 16 1 9 1 6
Phoenix 4 8 e ) S, 6
Portland. 1. - 1
Reno. 1 1
San Franci 12 2 et S 12
Qaattla 3 3 6
B 1] 122 127 10 73 12 174

: NoveMBER 17, 1972,

To: Deputy Assistant Secretary for Enforcement.

From: Assistant Commissioner (Compliance) CP.

Subject: Presidential Program for Tax Investigations of Narcoties Traffickers
Progress Report for Month of October 1972,

ADMINISTRATION

During the month of Qetober, preliminary steps were taken toward the formu-
lation of Project MINT (Monetary Intelligence on Narcotic Traffickers). This
project will attempt to determine the methods used by narcotic traffickers to
conceal ownership of assets and to trace the flow of funds and securities into and
out of this country. We are hopeful that Project MINT will provide assistance
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-and coordination to the various distriets in developing finanecial intelligence for
the Narcotic Program. It will operate in conjunction with Strike Force 18.

We are in the process of compiling the data necessary to input all NTP targets
into CADPIN (Customs ADP Intelligence Network). Although we have encountered
some technical and manpower problems, we are optimistic that we will have this
accomplished by the end of this year. This will give us access to monetary intel-
ligence gathered by Customs, and will also enable us to track all NTP targets in
and out of the United States.

A Central Law Enforcement Information and Communication System for
Treasury Enforcement Agencies is to be established by December 31, 1972, This
system will provide a common communication network linking Treasury Xnforce-
ment Agencies to a central treasury computer system, We anticipate installing
terminals in the National Office and every Regional Office by March 31, 1973.
In the interim, we will have coverage through Intelligence or ATF terminals at
all of the above locations by the end of this vear.

We have queried all of our districts relative to requests for foreign information
needed in narcotie investigations. As this information is received and assimilated
it will be forwarded to your office.

The gathering of quality narcotic intelligence is the foundation upon which
this program is built. In this regard, the Narcotic Program Manager and the
Technical Development Branch, Intelligence Division, National Office have been
working with various Regional Offices to develop training programs for narcotie
intelligence gathering. We have scheduled seminars for the Central and Southwest
Regions for the latter part of this year.

TARGET SELECTION

The Target Selection Committee met on October 30, 1972, and sclected 96
targets. Of these, 73 were designated as joint targets and 23 were selected as
Audit Targets. To date, the committee has selected 962 joint targets and 145
Audit Targets for a total of 1107. Manpower shortages continue to exist and 75
targets are now being retained in the National Office.

NARCOTICS PROJECT ASSESSMENTS

During the 16-month period ended October 31, 1972, total assessments proposed
against selected targets amounted to $37.9 million in additional taxes and penalties.
Of this amount, assessments resulting from examinations accounted for $29.3
million including jeopardy assessments of $18.9 million. Termination of taxable
period assessments against targets amounted to $8.6 million. Spontaneous assess-
ments involving arrested narcotics violators who are not targets of this program
totaled $40.2 million. Thus, total assessments againat target and non-target cases
amounted to $78.1 million. Seizures of cash and property amounted to $13.3
million, of which $11.5 million was in cash.

OPERATIONS

In October, an income tax indictment was returned against the head of a major
heroin network on the West Coast. This indictment was the end result of an in~
tensive investigation by our special agents using a ‘“team’ concept and working
closely with various Federal and State narcotic investigative agencies.

During the month of October, 43 joint investigations were completed. Twenty-
five resulted in prosecution recommendations and 18 were concluded with non-
prosecution recommendations. Thus far, 262 joint investigations have been
completed, of which 117 resulted in prosecution recommendations. Seventy-six
of the individuals involved have been indicted and 18 of the indictments have
resulted in conviction. :

The attachment to this report is a geographical schedule which sets forth target
selections, case dispositions, and current inventories. :

Jorn F. HANLON,
Assistant + ‘ommaissioner (Compliance).
Attachment.
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DeceEmsER 21, 1872,

"To: Deputy Assistant Secretary for Enforcement, Office of the Secretary.

From: Assistant Commissioner {(Compliance) CP:1:0.

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers

Progress Report for Month of November 1972.

ADMINISTRATION

During the month of November, the Director and Program Manager, Intelli-
gence Division met with John Ingersoll, Director BNDD. The purpnee of the
meeting was to assess the program to date and determine what could : e done by
both agencies to accomplish the overall program objectives. Subsequently,
arrangements were made for the Program Manager to be briefed on the six
operational programs BNDD has throughout the world. We have also made
arrangements to have all of our targets run against the new BNDD classification

system to determine their current level,

We have been working closely with U.S. Customs Service in their Finanecial
Monitoring projects. Arrangements have been made for Intelligence personnel
(one full time and two part time) to work with Castoms on the Project. Customs

is going to brief the Director, Intelligence on these projects in December. We

are hopeful that these projects will provide significant narcotic intelligence for the

-overall program.

The President signed the 4.5 million dollar supplemental appropriation for the
narcotic program. When the additional hiring is accomplished, this will bring us
to a total strength of 270 revenue agents and 368 special agents working full
time on the program. In order to support the additional personnel two special

-agents have been hired to work in the National Office under the direction of the

Narcotic Program Manager—Intelligence. Their primary responsibility will be
Target Selection and the; will work clogely with the districts in identifying new
targets.

We are making arrangements to have all of our NTP targets checked against
the Interpol Central Index System. In addition, we are setting up a permanent
alpha file on NTP targets for Interpol so that any intelligence developed by
them will be transmitted to the Program Manager. We have also furnished a
list of NTP targets to the Narcotic Program Manager, ATP for intelligence
purposes.

TARGET SELECTION

The Target Selection Committee met on November 28, 1672, and selected 68
targets, Of these, 57 were designated as joint targets and 11 were selected as
Audit Targets. To date, the committee has selected 1,019 joint targets and 156
Audit Targets for a total of 1,175. Manpower shortages continue to exist in
Intelligence and 88 targets are now being retained in the National Office.

NARCOTICS PROJECT ASSIGNMENTS

During the 17-month period ended November 30, 1972, total assessments
proposed against selected targets amounted to $39.7 million in additional taxes
-and penalties. Of this amount, assessments resulting from examinations accounted
for $30.5 million including jeopardy assessments of $19.4 million, Termination of
taxable period assessments against targets amounted to $9.2 million. Spontaneous
assessments involving arrested narcotics violators who are not targets of this
program totaled $42.8 million, Thus, total assessments against target and non-
target cases amounted to $82.5 million. Seizures of cash and property amounted
to $14.6 million, of which $12.4 million was in cash.

OPERATIONS

During the month of November, 24 joint investigations were completed.
Eight resulted in prosecution recommendations and 16 were concluded with
tax prosecution recommendations. Thus far, 286 joint investigations have been
completed, of which ‘125 resulted in prosecution recommendations. Eighty-two
of the individuals involved have heen indicted and 21 of the indictments have
resulted in convictions. )

The attachment to this report is a geographical schedule which sets forth
target selections, case dispositions and current inventories.

. Joun F. HaNvrON,
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AUDIT. TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, NOV. 30, 1972

Closed

Received from Termina-

Audit intefligence Referred tion of
targets ——————————to intel- X assess-  Open.
selected W/D  Transfer  ligence Examined ment fnventory
North Atlantic reglon. —ooocooceeemee 46 43 6 4 26 7 63
Albany. 7 1 8
Boston 4 2 2
Broaklyn, 13 13 eee 3 § 4 14
Buffalo 3 4 2 5
Hartford < oo e e 1 3 1 3
Manhattan. . oo 18 25 6 1 18 1 29
Portsmouth 2 2
Mid-Atlantic reglon e i8 2 el 2 10 . 27
Baltimore. - e 2 2 4
Newark, 1 12 e 1 - 14
Philadelphia_. ... 2 4 e 1 2 oam 3
IS DUrEN e e e e 1 2 3
Biaho ot 3 2
Wilmington 1 — 1
Southeast region 18 21 3 14 28
Atfanta 6 1 4 3
Birmingham 1 1
Greensbore ..o e — 3 1 4
Jack 11 - Y 14 14 2 10 20
Central region 10 S, 1 [ S 13
Cincinnati 1 1
Cleveland.. 6 6
Detroit 3 Y S 1 4 e 5
indianap 1 1
Midwest region 27 : S —— 2 3 2 28
Chicago 11 : S 3 1 15
Milwaukee. oo ooeo . 2 2
Omaha 3 1
St. Louls g 2 1 6
St. Paul 1 1
Springlield 3 3
Southwest region. 11 2 S, 13 2 19
Albuguerque 1 < S, 1 1 2
ustin 8 13 e 8 1 12
DallaSe e et 1 1 1 1
Denver 1 1 2
New Orleans 5 3 2
Western region. o v 27 32 1 6 17 1 36
Honolulu 1 1
LOS ANBEIES. - o e mmc e e 5 13 E 14 1 4
Phaenix, 4 [ S, 1 ) 8
Portland... i ?
San Francisto..ame ceun cu e oo e e 12 - S, 5 ) SRR, 11
Seattle 5 3 i 7
Total - 157 161 10 15 87 12 214
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: : ‘ JaNuvary 11, 1974

"Ta: Deputy Assistant Secretary for Enforcement, Qffice of the Secrvetary. .

From: Assistant Commissioner (Compliance) CP:I:0.

iSubject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report.for Mouth of December, 1972.

C .. .. ADMINISTRATION  °° =
During the month of Décember, the U.S. Customs Service bricfed *he Director,
Intelligence Division and members of hig staff on Customs’ Financial Monitoring
projects. Emphasis will continue to be placed on thése projects by both agencies.
Significant narcotics intelligence, beneficial to Customs and IRS, should be
forthcoming from these efforts. o
The Bureau of Narcotics and Dangerous Drugs furnished the Intelligence
Division with a listing of the major narcotic violators included in- their new Geo-
Drug Enforcemernt Program (G-DEP). The names included many significant
violators who were previously unknown to the IRS. This information is being
disseminated to our district offices with instructions to do- extensive background
investigations in order to determine if the subjects would make appropriate
targets for the Narcotics Traffickers Program. ‘

TARGET SELECTION

The Target Selection Committee did not meet in December. The meeting was
Jeld on January 4, 1973.

NARCOTICS PROJECT ASSESSMENTS

During the 18-month period ended December 31; 1972, total assessments pro-
posed against selected targets amounted to $41.3 million in additional taxes and
penalties, Of this amount, assessments resulting from examinations accounted
for $32.2 million including jeopardy assessments of $19.9 million. Termination of
taxable period assessments against targets amounted to $9.1 million. Spontaneous
assessments involving arrested narcoties violators who are not targets of this
program totaled $46.3 million. Thus, total assessments againgt target and non-
target cases amounted to $87.6 million. Seizures of cash and property amounted
to $15.5 million, of which $13.2 millicn. was in cash. :

OPERATIONS

PDuring December, 47 joint investigations were completed. Seventeen resulted
in prosecution recommendations and 30 were concluded with nonprosecution
recommendations. Thus far, 333 joint investigations have been completed, of
which 141 resulted in prosecution recommendsztions, Sixty-six of the individuals
involved have been indicted and 22 of the indietments have resulied in convictions,

The attachment to this report is a geographical schedule which sets forth target
gelections, case dispositions and current inventories.

Attachment.

Jouxr F. HanvLon.
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JOINT TARGETS.—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, DEC. 21, 1872

Joint
targets
. selected,
Joint  Pros- ‘Open held in Total -
target  ecu- Transfer  joint national  indict-  Convie~
selection  tons W/D toaudit cases office t ments tions.
North Atlantic region...ccaaeaen- 196 20 52 6 118 12 [
Albany, NoY. o oooeommeeeen . 1 [
Augusta, Maina... ——— 1 1
Boston, Mass____. - 17 10 2 L
Brooklyn, N.Y. - 29 3 1
Buffalo, N.Y_.... - 12 2 e
Hartford, Conn. . - 11
Manhattan, N.Y._. - 34 1
Portsmoutﬁ, N.H. - 2
Providence, R.{..__. - 6
Mid-Atlantic region. .. - 194 23 33 1 137 24 11 7
34 9 2 1 22 5 7 6
, N - 55 2 13 . 40 ] 1 s
iladelphia, Pa. 40 1 15 24 1
ttsburgh, Pau . e cccmaeae 38 9 2 — 27 10 2 1
hmond, Va 26 2 2
Wilmington, Del. - mvecmeee e 1 1
Southeast region__ . oooeneno 154 31 28 3 92 2 21 5
Atlanta, G8. o eeeemmeaen 31 9 10 1 11 4
Birmingham, Ala.. oo ceoe 12 12
Columbia, S.C.. 5 2 3 2
Greenst K 14 3 2 9 1 1
Jackson, MISS. .oooaaceaameae 3 "~ 3
ksonville, Fla 81 216 16 2 47 2 314 4
Nashville, Tenn. o oo ceaee 8 1 7 :
Central 1egion. o oo eocimceee 122 12 10 coeen 100 8 6 '3
Cincinnati, Ohlo 17 1 16 ) S SN
Cleveland, Ohio. 19 19
Detroit, Mich... 68 9 [ I 50 7 4 2
Indianapolis, 11 R, 8 e 2 Rt
Louisville, Ky. —— 6 6 N
Parkersburg, W, Va..____.._. 1 1 I
Midwest region. o oo oceenee 73 16 b R 48 5 7 2
Aberdeen, S, Dak_..____. 1 1
Chicago, ... ___ - 39 8 g 22 2 .
Des Moines, lowa. . - 4 4 I S
Milwaukee, Wis_.. — 3 1 2 1 s
Omaha, Nebr._. .2 2 : -
St. Louis, Mo. - 12 6 6 4 .2,
St. Paul, Minn. - 4 . 4 .
Springfield, M. cvceammeenin 8 I, 7 SRS
Southwest region. eumeeeeeeecaen 95 10 L R — [£) S —— 4 oaee
Albuguerque, N. Mex 10 3 3
Austin, Tex.. 43 4 13 26 2
Daltas, Tex. 7 1 1 5 1 e —
Denver, Colo 11 1 8
Littte Rock, Ark. U 3
New Orleans, La_ _ooccucacn 17 1 |- J . 1} e )
Oktahoma Gity, Okla 3 3
Wichita, Kans.-eeommccmeceae 1 e 1 —
Vestern region. cccee e mcaceaaee 185 29 5 1 122 18 1 3
Anchorage, Alaska. cemeeeno- 1 ) S— - -
Honolulu, Hawaii... 10 1 1 —
Los Angeles, Calif. 7 - R 2 1
Phoenix, Ariz_... 4 447 18 2 1
Portland, Oreg.. 10 _—
Reno, Nev_..._._. 3 ———
Salt Lake Gity, Utah. 6 =
San Francisco, Calif. 419 | [ .
Seattle. Wash... 3 1
Total ..o - 66 22

! Becausa of manpewar shortages thase cases are being retained in tha oifice of the program manager, intelligence,
until such time as sufficient manpower to conduct the investigations becomes available.

2 It;clutqﬁs 1 prosecution case on a Newark target. This case involves a violation of title 18, sec. 1503. The Newark tax
case is still open.

3 They are included in the open inventories of these district:. In addition, 1 defendant was acquitted, o

4 This figure includes 1 target selscted as an audit target which was subsequently referred to the intelligence division.

¢ @

e
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AUDIT TARGETS.~GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, DEC, 31, 1972
Received from
Audit intelligence Referred
targets to intelli- Open
sefected WO Transfer gence Closed inventory
- .
North Atlantic region. - cevecacnaaaan 46 52 6 4 37 63
Albany. 7 1 .
Bostan__. 4 2 2
Brooklyn oo 12 10 13
- Buffalo... - 3 2 5
Hartford. . - 1 1 3
- Manhattan. .o coeooeoemmeeeee 18 22 30
ol th 2
- Mid-Atlantic region. .cvccmeommmoceen 18 3 s 2 12 38
= — Baltimore. o ue e e amem e 2 3 5
R [T S 11 13 e 1 ] 14
Philadelphi 2 15 e 1 2 14
thtsburgh .................... — % 2 g
A Wllmlngton 1 .,
- Southeast region 18 20 29
_ Atlanta.__ 7 4
[T T ——— _— 1
- f H050. 3 2 5
Jacksonville . ocemoe oo eemman 14 16 2 e 13 15
Central region_ . - cememmemem 10 T 1 4 15
- Cincinnati ) R— P 1
Cleveland [ 6
Detrait. 3 [ R — 1 4 7
tndianapoli 1 - 1
Midwest region . o e eeueccoceeemen 27 - 2 5 29
-~ CHICAZO- e cmmmmemcmmmcc e 1 9 e e 4 16
Milwatkee._ 2 2
Omuha 1 1
St. Louis [ N 2 1 6
St. Paul. 1 1
Springfie 3 3.
Southwest 18gI0N eeeecccae e 11 28 e 18 20
Alhuguerque. - oo e 1 2 2
. Austin 8 g 12
Dallas . ca oo 1 1 1
. DenVer. am e 1 -3
New Orleans... - . 5 e em 3 2
Western region - - e omememcmmmeen 2a 35° 1 6 21 ‘36‘
Honelulu. oo —— 1
Los Angeles_ .o woemmeaaae 5 15 5
Phoenix 4 -2 8
Partland.. : 3
ReMD..w e ISR 1 2,
San Frantisco. : . 12 3 9
R L " Seattle. : : : 5 1 7
e . Total 157 114 230
o . I‘DBRUARY 16, 1973...

Memomndum to. Depu’oy Assxstunt Secretmy for Lnforcement Oﬂice of~ the

Secretary.

Froni: Assistant Commissioner (Compliance) CP:I1:0.

Subject: Presidential Program -for Tax Investigations, of Narcotics Traﬁickers*
. Progress Report.for Month of Ja aruary, 1973.
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ADMINISTRATION

During the month of January, Dr. Edwin I. Golding of your staff met with
sepresentatives of the Audit and Intelligence Divisions. The subject of these
meetings was effective utilization of the Nareo Traffickers Computer System.
The information contained in this system is available for interfacing with other
data banks. Dr. Golding has-strived to minimize ¢lerical work for the Service
while presenting opportunities for computer systems to complement each other.

‘Meetings with representatives of the Office of Management and Budget were-

flso held during January. OMB suggested that the quarterly Performance
Management System (PMS) Report be consolidated as much as possible and
that new areas of measurement be included in future reports. The PMS report
for gﬁ lssecond quarter of Fiscal Year 1973 reflects some adjustments as requested
by .

The Narcotic Program Manager—Intelligence has been designated as the IRS
representative on the Cabinet Committee on International Narcotics Control
(CCINC) Research and Development Subcommittee. We forwarded a report to
the committee through your office detailing IRS’s participation in the overall
anti-drug effort. We are optimistic that the committee will provide a forum for
the exchange of narcotic intelligence.

TARGET SELECTION

The Target Selection Committee met on January 4, 1973 and selected 61
targets. Of these 41 were designated as joint targets and 20 were selected as
Audit Targets. To date, the committee has selected 1060 joint targets and 177
Audit Targets for o total of I1237. Intelligence Division manpower shortages
continue to exist in some districts and 49 joint targets are now refained in the
National Office.

NARCOTICS PROJECT ASSESSMENTS

During the 19-month period ended January 31, 1973, total assessments proposed
against selected targets amounted to $50.7 million in additional taxes and penalties.
Of this amount, assessments resulting from examinations accounted for $34.3
million including jeopardy assessments of $20.7 million, Termination of taxable
period assessments against targets amounted to $16.4 million. Spontaneous
assessments involving arrested narcofics violators who are not targets of this
program totaled $51.3 million. Thus, total assessments against target and non-
target cases amounted to $102.0 million. Seizures of cash and property amounted
to $16.7 million.

OPERATIONS

During the month of January, 54 joint investigations were completed. Twelve
resulted in prosecution recommendations and 42 were concluded with non-
prosecution recommendations, Thus far, 386 joint investigations have been
completed, of which 153 resulted in prosecution recommendations. Seventy-two
of the individuals involved have been indicted and 25 of the indictments have
resulted in convictions.

The convictions in January of two significant narcotics traffickers ghould be
noted. An individual, identified as the major source of heroin and cocaine in the
Fort Wayne, Indiana area, was convicted on three counts of tax evasion and
received the maximum sentence allowed under the law, 15 years in prisen and a
$30,000 fine. A Detroit heroin wholesaler with nationwide connections was
convicted on two counts of tax evasion and sentenced to serve 10 years in prison.

During January, a Brooklyn target, described hy BNDD as a primary supplier
for pure heroin throughout the eastern seaboard, was indicted for income tax
violations in addition to relaied narcotic charges. The individual’s 1972 tax year
was terminated and an assessment of $7 million was made. Through coordinated
efforts in Las Vegag, New York and Atlanta, assets totaling approximately $1.5
million have been levied on.

The attachment to this report is a geographical schedule which sets forth
target selections, case dispositions and current inventories.

’ Jorn F. HanNvom,

Attachment.



JOINT TATIETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, JAN, 31, 1973

t.luirtlt
argets
i Joint selegted
Technica] target Trans- Open  heldin  Total
persannel  selec-  Prose- ferto  joint national indict- Cesvic-
: . - assigned tion cutions W/b  audit cases  offiel ments tions

North Atlantic region. ceccemvanee. 61 195 23 [ 3] 113 7 2
Albany, N.Y___.. - 1
Adgusta, Maine 1
Boston, Mass.... 5
- Brooklyn, N.Y.._ 18
Butfalo, N.Y..._ 4
. Hartford, Conn 5
Manhattan, N.Y 25
Portgmoutfl, N e o
' Providence, R.1 2
hit - Mid-Atlantic repion.. oaoeemee. 47
o7 Baltimore, Md_. . .cceencun 8
Newark, N.J___ 11
Philadelphia, Pa. . 13
Pittsburgh, Pa.. .. 9
Richmond, Va_._. 6
e Wilmington, D8l oo
o Southeast region_. 58
- Atlanta, Ga..._ - 6
) Birmingham, Ala. - 4
Columbia, 8.0« comimmceame 5
Greensboro, N.C.. 4
Jackson, Miss_ .. _.oeoo 4
Jacksenville, Fla.. 28
- Nashville, Tenn 5
Central region. _cu cacoeicmeen o 45 130 13 | K — 105 2 [
Cincinnatj, Ohio__ 7
Cleveland, Ohio_._..coo...- 10
Detyoit, Mich.____ - 14
' Indianapolis, Ind. - 8
Louisville, Ky ... - 5
Parkersburg, W.Va.ceeeeeo 1
Midwest region. . .cceaococcaaaan 38 79 16 18 e 50 5 T o
Aberdeen, S. Dak_ o 1
Chicago, W...... - 15 43 8 12 23 2
Des Mgines, lowa - 1 F S T, —— 4 2 e
Milwaukee, Wis__ - 4 4 ) R, 3
Qmaha, Nebr... - 2 P A 2
St. Louis, Mo__. - 7 13 6 2 27 - 4 -
St. Paui, Minn_ - 3 4 1 3
. Springfield, Wiocoooocenae e 6 8 ) 7 3
Southwest region_ . __ceuinan 31 95 10 29 56 & e
. Alhnguerque, N. Mex--. 1 10 3 5 2
- Austin, Tex___.___. 12 43 4 15 24 2
Dallas, Tex... - 3 7 1 1 5 1
Denver, Golo. . - 4 11 1 3 7 —
Little Rack, Ark.. - i 3 een 3
New Orleans, La_._. 7 17 1 § 11 . 1.
Oklahoma City, Okla 2 3 3
; A Wichita, Kans_ . ccecvoeanan 1 ) N, . 1
¥ * : Western regioft. v oaeacorooamunan 56 191 34 41 1 121 18 {2 3
Ll Anchorage, Alas] . 1 1 1 ot amams . .
¢ Honolulu, Hawail_. 4 10 1 1 8
Los Angeles, Calif. 20 40 7 15 1 17 e 2 1
o Phoenix, Ariz._._ 9 59 7 11 e 242 18 2 1
Portland, Oreg. 5 18 4 10 —
Reno, Nev.._..._ 1 4 1 3
Salt Lake City, Utah. 1 5 6
San Francisco, alif. 11 33 g B e 224 e 4T
Seatile, Wash_ ..o cmeeeecenn 4 20 5 4 11 4 i
. National office S, R
B 71 I ——— 338 3,060 153 233 11 673 49 72 25

1 Becatse of “‘manpower shortages'’ these cas
unti] such time as sufficient manpower to ct the a

2 This-figure includes targets selected as gudit targrets which were subseguently referred to the Intelligence Division,

3 -Ir;c\utqlals 1:prpsecution case on a Newark target. This case involves a violation of ditle 18, sec. 1503, The Newark tax
case is still open.

> Note: In addition, 1 defendant was acquitted,
8144377 T

etsh are being retained in the ofﬁ_c'a La'f the program manager, inteiligence,
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, JAN. 31, 1873

Audit Received from intelligence  Referrals

{argets - accepted by Open

selected WD Transfer intelligence Closed inventory

North Atlantic region. e e mmoe e 48 61 6 I3 44 65
Albany. 7 1 8
Boston 4 2 2
BrOOKIY Mmoo e e e e 13 i2 15
Buffalo. .. 3 2 5
Hartford. . 1 1 3
Manhattan 18 27 30
Portsmouth S, 2
Mid-Attantic region...oovoeeoemoeee 32 14 53
Baltimore. e ceee 2 1 4
Newark 11 9 1€
Philadelphia 16 2 29
Pittsbrgh. e oo 1 .- 3
[T 1T O —— 2 1 1
Wilmington . |
Southeast region - ae e ccaecaccnees 18 37 3 1 24 13
Atlanta. .. - 10 A 7 4
Birmingham e s oo Cemeaeemeee ) 1
Greensboro. 3 2 . 5
Jacksonville e e cme oo ce e 14 25 2 1 17 23
Central region. oo e 12 13 s 1 5 19
Cincinnati . 2 e 2
e ot o 5
Detroit. 4 10 o 1 5 8
Indianapoli: 1 1 2
Midwest Fegion. came e cmeeiceen 31 17 3 8 37
ChiCAgO e e eccaen 15 ) L —— 1 [ 22
Milwaukee. 2 2
Omaha 1 1

St. Louis 9 1 8

St. Paui 1 1 1
Springfield... - 3 3
Southwest region...._ —- 1 29 e 16 24
Albuguerque. ! 2 4
Austin ] 10 13
Dallas. o avee e 1 1 1
DONVET ¢ e e e e 1 4
New Orleans.... [T 3 2
Westernt [egion_ —.o oo oe e ecmmeee 27 i 1 T8 23 38
Honolulu 1

Los Angeles 5 15 ) S, 15 6
Phoenix, 4 ) 3 1 4 10
Portland. 4 4
[ T, i i 2
San Fi 12 - 7 3 7
Seattle. 5 L S, 1 8
Total 177 ~ 235 10 19 134 269

e
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Marcew 13, 1973,

Memsoran%um to: Deputy Assistant Becretary for Enforcement, Office of the

ecretary.

From: Assistant Commissioner (Compliance) CP:I:0.

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of February, 1973, :

ADMINISTRATION

During the month of February, a meeting was held with the Deputy Regional
Directors of the Bureau of Narcotics and Dangerous Drugs. The purpose of this
meeting was to inform them of the Narcoties Traffickers Program, its objectives
and accomplishments to date. They were receptive and interested and voiced
their continued support for the prograza.

A four-day training seminar regarding the Treasury Enforcement Communica~
tion System (TECS) was held during the week of February 26 at the Bureau of
Customs, Cadpin Computer Center in San Diego, California. All enforcement
agencies of Treasury participated. The agenda of the seminar consisted of a phase
of training necessary to develop a critical area of technical expertise, essential
to the Narcotics Traffickers Program.

TARGET SELECTION

The Target Selection Cominitiee met on February 14, 1973 and selected 110
targets. Of these, 81 were designated as joint targets and 29 were selected as
Audit targets. To date, the committee has selected 1143 joint targets and 206-
Audit targets for a total of 1349. Intelligence Division manpower shortages
continue to exist in most districts. Because of this, 52 joint targets are now being
temporarily retained in the National Office until manpower becomes available.

NARCOTICS PROJECT ASSESSMENTS

During the 20-month period ended February 28, 1973 total assessments pro-
posed against selected targets amounted to $53.6 million in additional taxes and
penalties. Of this amount, assessments resulting from examinations accounted
for $37.1 million including jeopardy assessments of $21.6 million. Termination of
taxable period assessments against targets amounted to $16.5 million. Spontaneous
assessments involving arrested narcotics violators who are not targeis of this
program totaled $53.9 million. Thus, total assessments against target and non-
target cases amounted to $107.5 million. Seizures of cash and property amounted
to $17.7 million, of which $14.4 million was in cash, .

OPERATIONS

During the month of February, 42 joint investigations were completed. Twenty~
seven resulted in prosecution recommendations and 15 were concluded with
nonprosecution recommendations. Thus far, 428 joint investigations have been
completed, of which 180 resulted in prosecution recommendations. Seventy-six
of the individuals involved have been indicted and 29 of the indictments have
resulted in convictions. e

William Hitcheock, a nephew of Andrew Mellon, former Secretary of Treasury,
was indicted on February 21, 1973. The case involves three counts of taz evasion
for the years 1966-68. Taxes and penalties recommended total $385,000. Mr.
Hitchcock is a target of the Narcotics Program. He is allegedly a financier of the
Brotherhood of Eternal Love, The Brotherhood is an international drug smuggling
organization. . St

The attachment to this report iz a geographical schedule which sets forth target
selections, case dispositions and current inventories. ’

Attachment.

‘Joan F. H._A.NLON.
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JOINT TARGETS.—~GECGRAPHIC DISTRIBUTIGON OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, FEB, 28, 1973

tJoin{
argets
5 Joint selected,
Technical target Tran3- Open  heldin _Total
personnel  selec-  Prose- ferto  joint mational indict- Convic-
assigned tion cutions WD  audit cases officel monts tions
North Atlantic region__ - —eeue- 61 207 24 69 6 110 e 7 2
Albany, N.Y..... - 1 7 2 1 4
Augusta, Maine__ - 1 1 1
Baston, Mass, - - 6 20 [ J— 17 2 1
Brookiyn, N.Y.. - 19 48 5 21 223 4 i
Buffalo, N.Y_... - 4 17 1 4 12 .
Hartford, Conn - 6 15 1 6 8
Manhattan, N.Y__ - 21 88 12 34 6 27 1
Portsmouth, N.H_. — 1 [ SR A e
Providence, R, oo emee 2 7 1 [ R e
Mid-Atfantic region....—._.- - 47 141 17 17 7
Baitimore, Md - 9 22 e 6
Newark, N.J___ - 12 240 9 2 e
Philadelphia, Pa - 21 229 3
Pittsburgh, Pa.. - 5 27 8 3 1
Richmond, Va.. - 6 22 1
Wilmington, Delo cuuee- 1 ) S
57 98 7 22 10
1 13 . [} 2
; 5 12
X 5 2 e meem 2 1
N.C. 4 12 e 1 1
1 1 3
Jacksonville, Fla. ... 29 59 7 15 i6
Nashville, Tenno oo ——- 6 B e
Central region. e mmeeeeciccemmen 40 110 6 6 5
Cincianei, Ohjo_ 7 17 3 —
Cleveland, Ohio. 9 25 F: S,
Detroit, Mich__ .. e 11 253 I 3
Indianapolis, Ind. 3 8 2 2
Louisville, Ky, iaeenn i 6
Parkersburg, W. Va. .o ccaeen 1 1
Midwest region. o oo eomaeaee 44 92 17 15 oo 62 3 7 2
Aberdsen, S. Dak. 1 1
Chicago, ... 15 50 8 12 231 2
Des Muines, lowa. 1 e e 4
Fargo, N. Dak. . 1
Milv:aukee, Wis. 3 4 1 3 1
Omaha, Nebr_._ 2 2 2
St. Louis, Mo.._ 9 18 6 2 211 4 2
St. Paul, Minn... 4 5 1 1 3
Springfield, Mo mameer 7 8 | SR 7 3 e
Soulhiwdst region...c e oeinioee 40 109 12 30 B7 g 5
Albuquerque, N. Mex 1 11 3 5 3
Austin, Tex 11 50 6 15 . 29 3
Cheyenne, Wyo. 1 ) S 1
Daifas, Tex.._... 6 1 1 . 9 iicdann Loeinint
Denver, Colo_. 11 11 1 4 [
Little Rock, Ark___. 1 3 ;. 3 -
New Oileans, La..... 7 18 1. ] i 12 1
- Oklahoma City, Okla. 1 3 3 o
Wichita, Kans.eememv- e 1 1 1
Western region. ausomaccaesnmenn 62 217 . .48 45 1 125 18 12 3
1 ! 1 B
48 §73 i '
20 ag 11 17 1 15 . 2”7 1
11 61 8 1 e 343 19 2 1
5 22 4 5 13 :
1 5 1 4
1 10 10
13 35 12 5 219 4
5 21 6 4 1 4 1
4
355 1,143 180 248 11 713 52 76 29

t Because of nianpower shortages these cases are being retained in the office of the program manager, intelligence,
until such time as sufficient manpowar to conduct the investigations becomes available.

2 This figure includes targets selected as audit targets which were subsequently referred ta the intelligence division.

3 lqclu{!ﬁs 1 prosecution case on a Newark target. This case involves a violation of title 18, sec, 1503, The Newark tax
case is still open. .

[y addition, 1 defendant was acquitted.



et

97

AUDIT TARGETS.—GEGGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, FEB. 28, 1973

. Recejved from Referrals
Audit inteltigence accepted

tergels by intsl~ Open
selected w/D Transfer Ilgence Closed inventory
North Atlantic region...cev v oecomma- 47 69 6 4 49 69
Albany 7 1 8
Boston 4 2 2
Brouklyn 13 12 18
Buffalo.. 3 3 4
Hartford 1 1 ]
Manhattan 19 29 29
Portsmouth, R
Provid - 1
Mid-Atlantic region. . memeeoereewan 35 39 e 3 14 57
Ealtlmore_-_.-___-_.._-_--.._-__- _______________________ 1 B
Newark. ___. g 19
Philadelphia.. 2 29

Pittsburgh i

Wilmington 1
Southeast Fegion.. .eeccoenccmaeeaan 18 37 3 1 30 27
Allanta....... 10 ) RS 7 4
Blrmmgham .................... 1 . 1
Gre 3 2 5
Jacksonville. - oceomlooooe e 14 25 2 1 23 17
Central 1egion. v caacmccaaccaae 16 | & S 1 & 22
Cincinnati . 2 2
Cleveland 7 7
Detroit__. 7 10 ceeaa 1 6 10
i3 1 1. 2
Parkersburg. - oo eeeeonn 1 1
Widwest region..ooocuecaens R 38 18 ... . 3 9 .3
Chicago 21 18 eccomaaam 1 7 28
1L TS N — 2 2
Omaha.,... . 1 e 1
St. Louis... ) 10 2 vemeavmmmann 2 1 g
St. Faul y . 1 ) S 1 1
Springfield. cucamnomiinnnannan 4 3
Southwest region.. ) 21 18 32
Albu uerque. 1 2 4
Aust 31__.(‘.-. 17 12 20
Dallas. ... 1 1 1
DeNVEFeraccccsanccnman em—amn 1 5
New Orleans... 3 2
Wichita. ccccneancas [—— 1
Western Fegion . memwemmmmuman e 31 45 1 8 23 45
*  Hounoluly 2 . 2
Los Aqgelas-..--..-,..-.-.---_. 5 17 PSS 15 8
Phoenix, 4 1l o 1 4 10
Purtland 5 ]
on 3 3 7 3 :

an Francisto. non e cmnacniounun [

gegtﬂe' 5 4 s e e m——— 1 8
1 111 U, 206 251 10 20 149 298
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Arrin 16, 1973.

' Memorandum to: Deputy Assistant Secretary for Enforcement, Office of the
Secretary.

From: Assistant Commissioner (Compliance).

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of March, 1973,

ADMINISTRATION

. A

‘Within the next month, a meeting is planned which will bring together Intelli-
gence and Audit Division Group Supervisors assigned to the Narcotics Program.
Also, representatives from the National Office and the various Regional Offices
will participate.

The purpose of this meeting is to offer a forum for “problem area discussions’’
and to present opportunities for an exchange of ideas vith the objective of overall
program improvements. Among the topics to be covered will be case development
and investigative techniques with the emphasis on those areas that have met
with success.

Another item of current interest to be covered is the future relationship between
the Internal Revenue Service and the newly proposed Drug Enforcement
Administration.

TARGET i ‘LECTION

The Target Selection Committee met on March 20, 1373 and selected 82
targets. Of these, 51 were designated as joint targets and 31 were sclected as
Audit targets. To date, the committee has selected 1192 joint targets and 237
Audit targets for a total of 1429. Of the 732 open joint investigations; 47 are
being retained in the National Office because of manpower shortages within the
Intelligence Division.

NARCOTICS PROJECT ASSESSMENTS

During the 21-month period ended March 31, 1973, total assessments proposed
against selected targets amounted to $57.9 million in additional $axes and pen-
-alties. Of this amount, assessments resulting from examinations accounted for
*$40.8 million including jeopardy assessments of $22.3 million. Termination of
taxable period assessments against targets amounted to $17.1 million. Sponta-
neous assessments involving arrested narcotics violators who are not targets
-of this program totaled $58.2 million. Thus, total assessments against target
-and non-target cases amounted to $116.1 million, Seizures of cash and property
Amounted to $19.1 million, of which $15.3 million was in cash.

OPERATIONS

During March, 50 joint investigations were completed resulting in 18 prosecu-
tion and 32 nonprosecution recommendations. To date, the completion of 476
joint investigations has resulted in 197 prosecution recommendations.

Eighty-six individuals have been indicted thus far, resulting in 32 convictions.

On March 6, 1973, two NTP.targets were sentenced: ’

Sarauel ¥arris, allegedly the largest narcotics dealer in Pittsburgh, Pennsyl-
vania, was sentenced to 48 months in prison and fined $13,000 upon conviction
on two counts of failure to file income tax returns and one count of income tax
evasion. .

James Davis, Columbia, South Carolina, entered guilty pleas to three counts
of a nine-count indictment. He was sentenced to 24 months in prison and given
an additional three-year suspended sentence. Davis is known as one of the most
active narcotics dealers in the Southeast. . :

The U.8. Customs Servicz and BNDD have recently been involved in an
investigation of o massive international smuggling ring. As a result of this effort,
the Internal Revenue Service has set up assessments totaling 4.2 million dollars
on five individuals. The Collection Division figured prorninently in the successft%
outcome of the above investigation, appropriately named “Operation Catchall.

The attachment to this rcport is a geographical schedule which sets forth
target selections, case dispositions and current inventories.

Jorn F. HanLON.

Attachment.
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JOINT TARGETS.~GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, MAR, 31, 1973
Joint
. targets
i Joint sefceted,
Technical {target Trans- Open heldin  Total
personnel  selec-  Prose- farte  joint national indict-  Con-
assigned  tion cutions W/D audit cases office! ments victions
North Atlantic region .o ce e een 62 218 27 73 (] 18 _ ] 2
Albany, N.Y_ ... 1 7 2 1 L SR
Augusta, Maine._ 1 1 1
Boston, Mass.. . 8 20 3 1 16 3 1
Brookiyn, N.Y. 18 55 5 23 231 4 1
Buffalo, N.Y__ 4 17 1 3 12
Hartford, Conn 5 18 1 7 10 —
Manhattan, N, 23 90 18 34 6 %38 2
Portsmouth, N 2 4 2 2 -
Providence, R, 2 7 1 6
Mid-Atlantic reglonaeemn o ooee 50 214 35 45 1 136 7 19 8
Baltimore, Md.oee o emeees 8 36 12 4 1 19 e [ 8
Newark, NJ.. .. 12 62 3 18 oo 342 A —
Philadefphia, Pa. i5 48 6 15 228 3
Pittsburgh, Pa 10 38 10 3 25 3 2
Richmond, Va. 4 28 4 4 121 3
Wilmingten, D 1 2 1 1
Southeast region. . .we-.. 55 182 34 42 3 106 12 22 12
Atlanta, Ga_oee e 7 34 9 12 1 12 s 4 3
Blrmlng‘ham, Alao e 6 12 12
Columbia, S.C.. 5 7 2 1 3 1 i
Greenshoro, N.C.o. oo ecnre 4 16 3 ) S 12 ceemeen 2 1
Jackson, Miss.. - 1 4 4
Jacksonville, Fl 28 101 818 28 2 25 12 15 7
Nashville, Tenn.. 4 8 2 6
Central region. ..e.cae__ 47 145 19 114 6 [ )
Cinclnnati, Ohio 8 i3 2 15 |- S
Claveland, Ohio. g 25 e m——— 25 kS S,
Detroit, Mich. .- ccnen 18 78 13 10 2 56 4 3
Ind lis, ind 3 15 3 1 10 2 2
Louisville, KY-e e oeeee 3 7 7
Parkershurg, W. Va... 1 ) R 1
Midwest regiof......- 44 99 18 19 e 68 3 7 Z
Aberdeen, S, Dak. 1 1 1
Chicago, 1lloe. .. 15 51 8 16 231 2
Des Moines, fowa. 1 4 4
Fargo, N, Dak... 1
Milwaukee, Wis. 5 8 2 6 1
Omaha, Nebr. 2 3 3
St. Louis, Mo_ 8 19 6 2 113 4 2
St. Paul, Minn 4 g 1 1 3 :
Springfietd, 11l 7 8 | R, 7 3 e enas
Scuthwest region.._. 34 113 14 32 69 5
Albugzerque, N, Mex. 1 11 3 5 3
Austin, TeX....ceuu. 10 51 ] 16 231 3
Cheyenne, Wyo. 1 1 )3
Dallas, Tex._. 5 11 1 1 9 1
Denver, Colo... 4 12 1 4 7
Little Rock, Ar| 1 3 1 2
New Orleans, 8 20 3 5 12 1
Oklahoma City, O 2 S 3
Wichita, Kans... - 2 1 1
WeStern region- v aecaceomcanaen 66 220 50 55 1 121 19 18 3
Archorage, Alaska..__....... 0 1 1
Honolulu, Hawaii 4 18 8 & 6 6
Los Angeles, Cali 20 46 11 22 1 12 vemcn 2 1
Phoenix, Ariz. 11 61 8 12 e 242 2 1
Portfand, Or 8 22 4 5 13
Reno, Nev... 3 7 2 5
Salt Lake City, Utal 1 9 1 8
San Francisco, Calif. 14 37 14 5 224 4
Seattle, Wash._..... 5 21 [ 4 11 4 1
National offiee saecccmcccemaanae 4
1) T, 362 1,192 197 279 11 732 a7 26 32

1 Because of manpower shortages these cases are being retained in the office of the program manager, intelfigence,
until such time as sufficient manpower to conduct the investigations becomes available.

2 This figure includes targets selected as audit tar
3 Includes 1 prosecution case on a Newark target.

zase is still open

¢ In addition, 1 defendant was acquitted,

¥

ets which wers subsequently refetred to the intelliﬁence division,
his case involves a violation of title 18, sec. 1503, T

e Newark tax
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AUDIT TARGETS.~—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, MAR. 31, 1973

Received from

Audit intelligence Refercals
targets ———meenmermeeeem 3ccepted by Open
selected w/D Transfor intelligence Closed inventory
North Atlantic region. .. _____.__.__ 49 73 6 5 85 68
AIBENY. o 7 1
Boston... . S
Brooklyn 13 24 ..
Buffalo. ... 3 4 ..
Hartford. .. 1 7
Manhattan... 21 34
Portsmouth . . o e e 2
ProVidente . o v e ce e maam 1
Mid-Atlantic reglon aea e oo 43 45
Baltimore.. 3 3 5
Newark.. 17 10 24
Phifadelp} 18 9 24
Pittsburgh. 1 - .4
Rich d 4 1 6
WM 0N e e e e e e e e ) N
Southeast region e ceemcecme o 18 44 4 2 39 25
Atlanta.. . - 12 ) S, 10 3
Birmingham. v ee oo e ] e e e e e 1
Columbia_.. . e . 1 - - 1
Gr boro —— 3 2 e ——————— e m i m e s 5
Jacksonville oo e 14 29 3 2 29 15
Central region. oo e oo 18 13 e 1 8 2z
Cincinnati . 2 e V4
Cleveland. oo T e e e e i 7
Detroit. o oemm e 8 10 ceeiccene 1 8 9
d i 2 1. —— 3
Parkershurg 1 1
Midwest region 49 14 50
Chicago.. 32 12 34
Nilwauk 2 2
Omaha 1 1
St LOUIS. c et e ee 10 1 9
St. Paul 1 1 I
Springfield. o e oo 3 3
Southwest 1880 oo iov e oo 27 19 38
Albugquergue. .o ce e 1 2 4
Austin 22 12 24
Dallas. .- oo e e 1 1 1
DBNVEN e e e m e 2 5
Little Rock 1
New Orleans 3 2
Wichita 1 1
Western region. o e oe e e 33 55 1 7 27 55-
Honoluly — 4
Los Angeles. o aenmcaamee o 22 ) SR 18 10
Phoenix 5 12 s 1 5 11
Portland 5
4 2 6
- 1
13 [ SN 6 3 9
L SO 1 9.
237 283 13 26 186 321

Secretary.

May 17, 1973.
Memorandum to: Deputy Assistant Secretary for Enforcement, Office of the

From: Assistant Commissioner (Comqpliance) , CP:I:0,

Subject: Presidential Program for

Progress Report for the Month of April, 1973.

ax Investigations of Narcotics Traffickers .
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ADMINISTRATIVE

During April 4 meeting was held with the U.8. Customs Service to determine
the use of the “Report of International Transportation of Curreney or Monetary
Instruments Form’’ for both agencies. The Customs Financial Investigative Unit
has the reg?onsibﬂity for storing these forms. They anticipate that by the begin-
ning of FY 74 they will have aiphabetized printouts of all individuals detailed
on the forms. This information will be furnished to the National Office for dissemi-
nation to the field. This should provide invaluable assistance in ongoing investi-
gations as well as identifying new targets.

We now have Treasury Enforcement Communication System terminals in all
of our Intelligence Regional Offices. Representatives of the Intelligence Division
have met with Chief Counsel and Disclosure Staff and determined that we can
input the NTP targets into TECS. Initially the data elements will be limited to:
name, address, taxpayer account number {Social Security Number) and date of
birth. In addition, it was determined fhat the above information could be input on
Strike Force targets. Procedures are being implemented to protect against un-
authorized disclosure of information from the system.

TARGET SELECTION

The Target Selection Committee met on April 19, 1973 and selected 72 targets.
OF these, 50 were designated as joint targets and 22 were selected for independent
audit. To date, the Committee has selected 1245 joint targets and 259 Audit
targets for a total of 1504. Of the Audit targets selected, 30 have heen referred to
the Intelligence Divigion for joint investigation., Of the joint targets, 541 have
been closed, 702 cases are utider active investigation and 32 asre being retained in
the National Office due to manpower shortages within the Intelligence Division.

NARCOTICS PROJECT ASSESSMENTS

During the 22-month period ended April 30, 1973, total assessments proposed
against selected targets amounted to $62.0 million in additional taxes and penalties.
Of the amount, assessments resulting from examinations accounted for $44.6
million including jeopardy assessments of $23.0 million. Termination of taxable
period assessments against targets amounted to $17.4 million. Spontaneous assess-
ments involving arrested narcotics violators who are not targets of this program
totaled $61.7 million. Thus, total assessments againgt target ¢ .4 non-target cases
amounted to $123.7 million. Szizures of cash and property amounted to $20.1
million, of which $16.1 million was in cash.

OPERATIONS

During April, 53 joint investigations were completed, resulting in 25 progecution
and 28 nonprosecution recomniendations. To date, the completion of 530 joint
investigations has resulted in 223 prosecution recommendations.

One hundred and seven individuals have been indicted thus far, resulfing in 38
convictions.

During the month of April, a Federal Grand Jury in San Francisco indicted
eight individuals on charges ranging from income tax evasion and conspiracy to
manufacturing and selling hallucinegenic drugs. o

Three members of the conspiracy, including the *King of LSD", Augustus O.
Btaunley, I1I, were charged with evading taxes in excesy of $360,000. .

This investigation was condueted throughout the United States, as well as in
parts of Eurdpe and Central America. . :

On Friday, April 13, 1973, a massive narcotic conspiracy investigation ended
when sealed indictments were returned against 86 major heroin and cocnine
dealers in metropolitan New York, Among those indicted were eight NTP
targets including the two key figures in this conspiracy, John Capra and Herbert
Sperling. A jeopardy assessment has been made against Sperling for approxi-
mately five million dollars, while a prosecution recommendation for income fax
evasion is currently pending against Capra. _

In addition, Anthony Passero, & heroin importer from Brooklyn, allegedly
having syndicate conneptions, was sentenced to thirty months in prison on income
tax charges. . . .

The attachment to this report is a geographical schedule which sets forth
target sclections, case dispositions and cufrent inventories. . -

Joun F. HaANLON.

Attachment.
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, APR, 30, 1973

Joint
. targets
: sejected, -
Special Joint  Pros- Trans-  Open heldin  Total

agents target  ecu- ferto  joint natznal indjct-  Con-
assigned selection  tions  W/D  audit cases _oficed mumts victizme

North Atlantic region. ... .- 67 230 30 78 & 122 Y0 14 4
Albany, N.Y_... 1 8 3 1 0 4 w0 1 0
Augusta, Maine. 1 1 0 0 0 -1 0 0 0
Boston, Mass. 7 20 4 2 0 14 0 3 1
20 58 6 24 k] 133 0 5 2

4 17 1 4 0 213 0 0 0

1] 1] 0 0 0 0 0 0 0

6 18 H 7 0 10 0 0 0

24 96 15 37 1} 239 1] 5 1

2 4 0 2 0 2 0 0 0

2 7 0 1 0 6 1] 1 0

Mid-Atlantic region_......._. 54 223 41 50 1 134 5 20 10
Balhmore. Mde e 10 36 12 5 1 18 0 9 6
Newark, NJ____ 14 64 4 19 0 242 5 2 1]
Philadelphia, Pa 12 48 7 15 g 227 0 3 1
Pittsburgh, Pa 11 42 11 4 0 27 0 3 3
Richmond, Va. 6 30 7 [ 0 218 0 3 0
Wllmmgton Del. _— 1 3 0 1 0 2 0 0 0
‘Southeast region.... 56 193 41 45 3 107 15 23 13
Atianta, Ga......_ 7 37 16 12 1 14 0 4 3
Birmingham, Ala 7 12 ¢ 0 0 12 0 0 0
Columbia, S.C. _ 3 7 2 1 0 4 Q 2 2
Greensboro, N.C — 5 16 3 1 0 12 1] 2 1
Juckson, Miss._. 1 4 [} 1 0 3 0 0 0
Jacksontille, Fia 26 108 223 30 2 258 15 15 47
Nashville, Tenn. 7 9 3 0 0 6 0 0 0
Central region..._ —- 51 146 23 16 0 108 3 13 5
Cincinnati, Ohio ... 10 19 2 2 0 15 2 0 [1]
Cleveland, Ohio.__ 9 Z5 3 1 0 21 1 0 0
Detroit, Mich_._ - 18 79 14 12 0 354 0 11 3
Indiangnolis, Tnd_ 10 15 4 1 0 10 0 2 2
Louisville, KY....... 3 7 0 0 0 7 0 0 0
Parkersburg, W, Va.._... 1 1 0 0 0 1 1] [1] 0
Midwest region- . oo _._.. 45 105 19 22 0 71 3 8 2
1 1 1] 1 0 1 0 0 0

17 52 3 18 1] 330 0 2 0

1 5 1] 0 0 5 1] 0 1]

1 0 1] 0 0 0 0 0 i

4 8 2 0 0 6 1] 1 0

2 3 L 0 0 24 0 il 0

9 19 6 3 0 1312 0 4 z

4 8 2 1 0 5 0 ] ¢

6 g 1 0 0 8 3 1 0

40 i15 15 36 0 66 0 5 [1]

Albuquergue, N. Mex.__. 1 11 3 6 0 2 0 1] 0
Austin, TeX. ... oo 12 53 6 17 0 332 0 3 0
Chevyenne, Wyo 1 1 0 0 0 1 0 0 0
Dallas, Tex. ... 6 11 2 1 0 8 0 1 4]
Denver, Colo.._ 5 12 1 5 0 6 0 1) o
Little Rock, Ark.. 1 3 0 1 0 2 0 1} 0
New Orleans, La_.__ 8 20 3 5 0 12 0 1 0
Oklahoma City, Okla___.- 4 3 0 1 0 2 0 1] 0
Wichita, Kans_..... 2 1 0 0 0 1 0 0 0
Western region.._.... 67 233 54 60 1 126 [ 28 4
Anchorage, Alaska.. 0 1 1 0 0 0 0 0 0
Bmse, aho....... 0 0 0 0 0 0 0 0 [\
Helena, Mont._._ 0 0 0 0 0 0 0 0 0
Henelulu, Hawaii. - 4 16 6 5 0 5 0 3 0
Los Angeles, Calif_ - 20 52 11 22 1 18 0 2 1
Phoenix, Ariz_..__ - 1 62 8 13 0 142 6 2 1
- 8 22 5 ] 0 12 0 0 0

- 3 9 0 2 1] 7 [ 0 0

Salt Lake City, Utah____. 2 9 0 2 ] 7 0 0 0
San trraitisco, Calif..._. 14 38 17 6 0 121 0 10 0
Seattle, Wash.___ 5 24 [ 5 0 114 0 4 2

National office. e e e [

CTotalo e 384 1,235 223 307 11 734 32 107 38

1 Because of ““manpower shortages’’ these cases are heing retained in the office of the program manager, intelligence,

unlil such time as sufficient manpower to conduct the investigations becomes available,
.3 This figure includes targets selected as audit targets which were subsequently referred ta the Intelhgence Division,

3 Includes 1 prosecutlon case on a Newark target. This case involves a violation of fitle 18, sec. 1503. The Newark tax

case is still opa

én addltlon, l defendant was acquitted,



AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, APR. 30, 1973

. Received from

Audit inteltigence Referrals
targets a d by Open
‘ . selected vi/D Transfer intelligence Glosed inventory
North Atlantic region. mveeeecmeeome 48 65 62
ADANY e e e i3
Boston... j 4 2 3
Brooklyn_. 13 2], 13
- Buffalo.. ... 3 3 3
Hartford - ._ 1 2 6
Manhattan 21 35 28
Portsmouth 2 e
Providence 1
®- Miid-Atlantic Fegion. - ——.ooomeeeee 1 19 2 5 30 8
" Baltimore. e 4 5 ) R 4 ]
Newark 21 17 1 1 12 26
Philadelphia. c e oo e e e 18 16 e~ 3 11 20
PittsBurgh .. e e 1 5
Rich d - 4 6 ___ 2 7
. Wilmington ) R ) S,
- Southeast region _—.oooooooeeeee 23 46 4 4 51 18
Atlanta_. 12 ) A 10 3
" Birmingham. ........___. m— ) s VoD SR OSSO
. Columbia. - - T i i
Greensboro. .o oo oo oo 3 Y e 1 3
Jacl . - - 1 1 2
Jeclsonville oo oo 15 31 3 3 40 6
. Nasiville.... 3 — 3
Central region_.__.. 19 11 23
Cincinnati...... 1 2. 1
Claveland. 7 8
Defromt e meee 8 9 10
. 2 1 3
. Parkersburg... .~ 1 1
Midwest region . . 50 28 s 6 15 53
Chicapo. 32 20 e 44 13 35
Wilwatkee oo e 2 2
Omaha 1 . 1
St. Louis. 10 3 e 2 i 10
St. Pau 2 1 Bt 2
Springfield. . oo ooem 3 P 3
Southwest region. ceee oo e em 31 36 e 2 21 (13
. AlDUUErQUe . oo e 1 2 5
Austin 26 13 28
Datlas_ e e 1 1 1
DBnVer oo e 2 8 e m————— 1 6
Littie Rock. 1 - 1
New Orleans.._. - U, 4 1
O e e e 1 1
Okiahoma City. 1 1
WeStOrn region . _ oo eoeommen 40 60 1 7 35 59
: - Honalulu O — 1 -4
' o Los Angeles_ oo ean 5 22 ] 19 8
® - T 5 13 eeees i 7 10
- Portland... e o 2 3
Reno. 4 2 ... 6
Sait Lake City : 2
San Francisco 17 [ 6 3 14
& Seattie g |- S 3 11
Total 260 309 13 31 228 323
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June 18, 1973.

Memsorangum to: Deputy Assistant Secretary for Enforcement, Office of the

ecretary.

From: Assistant Commissioner (Compliance) CP:I:0.

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of May 1973.

ADMINISTRATION

A meeting of Narcotics Program Supervisors from both the Audit and Intelli-
gence Divisions was held in Dallas, Texas, on May 22, 23, and 24, 1973. Personnel
from the National Office, each Regional Office and representatives from the Office
of the Assistant Secretary, BNDD, Customs and ODALE participated.

The main purpose of the meeting was to provide an exchange of ideas for the
improvement of the program, together with the identification of problem areas.
Some of the topics covered in the various sessions were: case development, effective
use of confidential funds, effect of jeopardy and termination assessments or
prusecution cases and guidelines for target selections. A memorandum detailing
the meeting is being prepared and will be disseminated to all districts. .

The apparent success of the meeting has generated interest in holding another
similar gathering in the future, which would include some of those distriets not
in dttendance in Dallas.

TARGET SELECTION

The Target Selection Committee did not meet during May. To date, there have
been 1503 individuals selected, consisting of 1243 joint and 260 Audit targets. Of
the joint targets selected, there are cturently 684 cases active, of which 22 are
being maintained in the National Office due to manpower shortages within the
Intelligence Division.

Of the Audit targets selected, 34 have been referred to Intelligence for joint
investigation.

NARCOTICS PROJECT ASSESSMENTS

During the 23-month period ended May 31, 1973, total assessments proposed
apainst selected targets amounted to $71.6 million in additional taxes and penalties.
Of this amount, assessments resulting from examinations accounted for $49.0
million including jeopardy assessments of $24.4 million. Termination of taxable
period assessments against targets amounted to 3$22.6 million. Spontaneous
asgessments involving arrested narcoties violators who are not targets of this
program totaled $68.0 million. Thus, total assessments against target and non-
target cases amounted to $139.6 million. Seizures of cash and property amounted
to $21.4 million of which $16.7 million was in cash. :

OPERATIONS

During the month, 35 joint investigations were completed. These resulted in
16 prosecution and 19 nonprosectuion recommendations. As of May 31, 1973, the
results of the program are as follows:

Joint investigations completed - - 579
Prosecutions recommended . - . oo 240
Indietments . e 112
ConvVIetioNS . oo e e 45

During the month, William E. Turner, Baltimore, Maryland; was convicted
(l)f} %111come tax evasion and of failure to file returns for each of the years 1970 and

Turner, desgribed by the United States Attorney as “‘a danger to the commu-
nity,” is suspected of having smuggled heroin into the country in the cadavers
of American servicemen being refurned to the United States. Turner allegedly
belongs to a massive narcotics organization which h&s upwards of 100 members.
He faces a maximum of 12 years in prison on the tax charges. :

The attachment to this report is a geographical schedule which sets forth target
selections, case dispositions and current inventories.

Attachment.

JorN F. Hanvon,

~—a
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AUDIT TARGETS—~GEOGRAFHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, MAY 31, 1873

Received from

Audit intelligence Referrals
targets - actepted by Open
selected W/D . Transfer intelligence Closed inventory
North Atlantic region. . «o— ... 19 85 6 7 £9 64
Albany 7 1. ' 7
Boston 4 - 4
BrooKiyn oo e aea 13 25 .. 13
Buffalo 3 - 4
Hartford. oo S A, 3
Manhattan_______ . _______.__ 21 42 6 1 36 22
Portsmouth m———————
Providenc 1
Mid-Atlantic region. ... .couemoecmcen- 65
Baltimore. oo 5
Newark.._. 28
Philadelphia._ 17
Pittshurgh.... 9
RICAMENT . o e e e 6
WIlmington. e oe e el e e
15
3
Greenshoro..._ 1
ackson o 2
Jacksonville. oo eas 3
Nashvillg. o ee e oo e 3
Lentral region. oo oo ovccemceenon 19 17 e 1 11 24
[% i 1 2 1
Cleveland, .o cee e 7 9
Detrojt__._.._ 8 9 10
indiapapolis.. 2 3
Parkarsburge. cvenoaeceeaee 1 ——- 1
Midwest region.. ..o cceocmeeeen 50 16 56
[ 1 U, 36
Des Moines 1
Milwaukee. - 2
Omaha... - 1
St. Louis 10
St. Paul_. - 3
Springfield. . . 3
Southwest region. ... oeee oo 31 38 e 2 26 28
Albuguerque. .. oo ceeemeaeen 4
Sulslt;‘n.-_q_-__ - 2&13
allas_ ..
Denver. ... 3
Little Rock 2
New Orleans. .. 1
Wichita. oo e 1
Oklatoma City. _1
Western region. o voemeeacamaecoen 40 66 1 8 45 64
Honalolu 4
Los Angeles 5
Phoenix. . 12
Portland 2
Reno, ... 6
Salt Lake Ci 2
San Francisco.. 14
Seattle 9
TORAL- oo 319
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND:DISTRICT
INVENTGRIFS, MAY 31, 1973

Joint

targets

. . ’ selected,

Special Joint  Pros- - . Trans- Open heldin  Total
agents target  ecu- ferto  joint national indict- Con-
assigned selection  tions  W/D  audit cases officet ments victions
North Atlantic region. 67 228 36 85 6 107 [ 16 4
Albany, N.Y._ .. 1 8 3 1 ] 4 0 1 0
Augusta, Maine. 1 1 0 0 1] 1 0 0 0
Boston, Mass. -~ 7 20 4 3 0 13 0 3 1
Brooklyn, N.Y 18 59 7 24 0 232 0 [} 2
Buffalo, N.Y.__ 4 17 1 5 0 212 0 0 0
Burlington, Vt_. ] [\ [ 0 0 0 0 0 0
Hartferd, Conn... 6 18 2 7 0 9 0 1 0
Manhattan, N.Y. 25 94 19 42 6 228 ] 5 1
Portsmouth, N 2 4 0 2 0 2 0 0 0
Providence, R.i. 3 7 0 1 ] 6 0 0 0
Mid-Atlantic region.... 53 223 42 59 2 123 1 21 11
Baltimore, Md.. 10 36 13 6 1 16 0 9 . 7
Newark, NJ__ .. 1 64 4 25 1 235 1 3 0
Philadelphia, Pa 13 48 7 15 0 227 0 3 1
Pittshurgh, Pa._ 1l 42 11 5 0 26 0 3 2
Richmond, Va... 6 30 7 7 0 217 0 .3 1
Wiimington, Del.. i 3 0 1 0 2 0 0 0
Southeast region.. 51 193 43 48 4 102 14 23 14
Atlanta, Ga.....- ] 37 10 12 1 14 0 4 3
Birminghiam, Ala § 12 0 0 0 12 0 0 0
Columbig, S.C_ _ 1 7 2 3 0 2 0 2 2
Greenshoro, N.C § 16 3 1 0 12 0 2 1
Jackson, pliss. .. 1 4 0 1 [ 3 0 1} 0
Jacksonville, Fla 25 108 324 31 3 254 14 15 48
Nashville, Tenn. 4 9 4 0 0 5 0 0 0
Central region. ... 49 146 26 17 0 104 1 13 5
Cincinnati, Ohio.- 9 19 4 2 0 13 [}] 0 0
Cleveland, Ohi 9 25 3 2 0 20 1 ] Y
Detroit, Mich_ 17 78 15 12 0 353 0 11 3
Indianapols, ind 8 15 4 1 0 10 [\ 2 2
Louisviile, Ky.-._. § 7 0 0 0 7 0 0 0
Parkersburg, W, Va...___ 1 1 0 0 0 1 0 0 0
Southwest region.ccceeamnoa- 43 106 19 26 0 69 0 3 6
Aberdeen, S, Dak. 0 1 0o ¢ 1] 1 0 0 0
Chicago, Mmoo 17 52 8 20 0 230 0 2 1
Des Moines, lowa.- 1 5 0 1 0 4 0 0 0
Fargo, N, Dak.__ 0 0 4 0 0 2] 0 0 0
Milwaukee, Wis.... 5 8 2 0 0 5 0 1 1
Omaha, Nebr.... 2 3 0 0 0 24 1] 0 v
st. Louls, Mo~ 9 19 6 3 0 212 0 4 4
St. Paul, Minn...- 3 8 2 2 0 4 0 0 0
Springfield, [H..... 6 9 1 0 0 8 0 1 0
Southwest region.ceeeeoeo._. 37 116 15 38 0 55 0 [3 1
Albuguerque, N, Mex.._. 1 il 3 6 0 2 0 [i] 1
Austin, Tex.... 13 53 6 18 ¢ 221 1] 3 0
Cheyenne, Wy 1 1 0 0 ] 1 Q 0 0
Dalfas, Tex.. 5 12 2 1 1] 9 0 1 0
Denver, Col 5 12 1 5 0 6 0 1 0
Little Rock, Ar 1 3 0 2 0 1 0 0 0
New Orleans, La.. - 8 20 3 5 0 12 0 1 0
Oklahoma City, Okla..... 1 3 0 1 0 2 0 Q 0
Wichita, Kans..amemmm oo 2 1 8 0 0 1 0 0 0
Wastern region.. ccoeeceann 66 232 59 66 1 124 6 25 .4
Anchorage, Alaska...._. 1 1 1 0 0 0 [1} 0 0
B0is8, 1dah0 cceocmmoeun 0 0 0 0 g 0 0 0 0
Helena, Mont.._———eoe 0 0 0 0 0 0 0 0 0
Honoluluy, Hawail_-—..__- 4 18 6 5 0 5 0 6 0
Los Angeles, Calif- 21 51 11 23 1 26 0 2 1
Phoenix, Ariz....-- 11 62 9 17 0 237 6 2 1
Portland, Oreg.- 7 22 6 5 0 11 0 0 0
Reno, Nevo.o_.—- 3 9 0 2 0 7 0 0 0
‘Salt Lake Gity, Uta 9 0 2 0 7 0 0 0
San Francisco, Calif 13 38 20 7 1] 218 0 10 0
Seattle, Wash 5 24 6 5 0 213 0 5 2
Natlonal office...- 6 .. =

Total..__ 372 1,242 240 339 13 634 22 112 45

1 Because of "manﬁower shortages'’ these cases are bejng refained in the office of the program manager, Intelligence,
i

untif such time as su

cient manpower to canduct the investigations becomes available,

2 This figure includes targels selected as audit targets which wera subsequently referred to the Intelligence Division,
3 Inciudes 1 prosecution case on a Newark target. This case involves a violation of title 18, sec. 1503, The Newark tax case

is still open,

4 In addition, 1 defendant was acquitted,

v 3
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Jury 25, 1973.
Memsorandum to: Deputy Assistant Secretary for Enforcement, Office of the
ecretary.
From: Assistant Commissioner (Compliance) CP:1:0.
pubject: Presidential Program for Tax Investigations of -Narcotics Traffickers
Progress Report for Month of June, 1973. : : ;

ADMINISTRATION

During the month of June, legislation implementing the establishment of the
Drug Enforcement Administration was passed. Simultaneously, the Bureau.of
Narcotics and Dangerous Drugs, the Office of National Narcotics Intelligence,
the Office of Drug Abuse Law Enforcement and segments of the Bureau of Cus-
toms were merged into a single narcotics investigative agency.

Liaison between the Internal Revenue Service and ODALE was accordingly
terminated as of July 1, 1973. However, each district was instructed to establish
and maintain appropriate liaison with local DEA offices. In addition, effective
liaison has been initiated at the National level.

TARGET SELECTION

The Target Selection Committee met on June 6, 1973, at which time a total of
119 targets were selected. The 1622 targets selected to date consist of 1341 joint
investigations and 281 independent Audits. Of the joint investigations initiated,
there are 748 open cases of which 52 are being maintained in the National Office
due to a manpower shortage.

There have been 41 Audit targets subsequently referred to and accepted by the
Intelligence Division for joint investigation.

NARCOTICS PROTECT ASSESSMENTS

During the 24-month period ended June 30, 1973, total assessments proposed
against selected targets amounted to $74.3 million in additional taxes and penalties.
Of this amount, assessments resulting from examinations accounted for $51.5
million including jeopardy assessments of $25.1 million. Termination of taxable
period assessments against targets amounted to $22.8 million. Spontaneous
assessments involving arrested narcotics violators who are not targets of this
program totaled 374.4 million. Thus, total assessments against target and non-
target cases amounted to $148.7 million. Seizures of cash and property amounted
to $22.8 million, of which $17.6 million was in cash.

OPERATIONS

During the month of June, 54 joint investigations were completed. Prosecution
was recommended in 31 instances, while 23 cases resulted in nonprosecution
recommendations.

The results of the program as of June 30, 1973, are as follows:

Joint investigations completed
Prosecutions recommended
Indictments . o oo e

CODVIC 0N e e e e e e e e o e

The attachment to this report is a geographical schedule which sets forth target
selections, case dispositions and current inventories.

Attachment.

JorN F. HANLON.
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, JUNE 30, 1973
Audit Received from intelligence  Beferrals
targots accepted . Open
selected wip Transfer intelligence Closed  inventory
North Atfantic region.. . eaeemoonv 50 7 60
Albany. 7 ) e 7
Boston 4 2 4
Brookly e e ccc e e 13 27 7
uffalo__ — 3 3 4
artford. - 1 [ 2
Manhattan ..o oo 22 37 35
Parismouth - 2 s
Pravidenae crmmmmme e
Mid-Atlantic reglon. oo eeeen 50 60 2 6 44 62
Baltimorg. e ccce e 4 6 | U, 5
Newark..—.. o ecmcee e 19 25 1 2 13 30
Phifadelphia - 18 16 e 3 18 12
(ST 1011 5 5 - 1 9
Richmond ..o c e oo 4 4 6
Wilmington ——— | R,
Southeast region 24 53 4 4 59 18
Atlanta._
Birmingha
Columbia_
Greenshor
Jackson
Jack i
Nashville o oo am e
Central region. o v o cc e e 22 19 e, 1 12 28
Ci i 1 U N 2 1
Cleveland . .o oo cavmnmcea e 7 g
Detroit . 11 14
Indi li 2 P 3
Parkersburg - eoeooecmnn ___ L oo e e e e e 1
Midwest region. oo oo oo 50 29 o 10 21 48
ChiCag0 o e me e 32 22 e 6 17 31l
Des Maines . 1 . I
Mitwaul 2
Omaha. .. - 1
St. Louis. - 7
St. Paul 3
Springfield.. - 3
Southwest region.. oo 38 43 e 3 27 51
Albuguerque. oo 1 L
Austin. ... - 31 37
Daflas. - .. — 1 1
Denver...... 2 z
Little ROGK . oo e e e m e e 2
New O0rleans. - commm oo c o 1
Wichita._.. ... 3 3
Oklahoma CRY .o ool I
Western {880 - +mummmeee e 47 i 1 10 52 57
HOROMIL. oo e e ey e &
103 ARgeleS. - omme e 5 g
Phoenix 5 11
Portland. .. - 2
...... T
Salt Lake City e oo ooeee e e b ieee e 2
San Francisco.. 22 18
Seattle. 11 9
{1111 281 363 13 41 292 324

i
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JOINT TARGETS—GEOGRAP!HC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
' INVENTORIES

' Joint

{argats

. selected

o R .

ents 1] rpse- rto  joipk jonal indict: Convie~
assﬁ;ned selectﬁm cutions W/D ‘aeudit casgs n‘?ﬂl‘ﬁcel menis tions
89 244 44 88 6 123 6 17 5
1 8 3 1 Q 25 [ 1 Q
1 1 Q 0 0 1 0 ] 0
6 21 4 3 a 14 0 3 2
2t 62 14 24 o 23 0 7 2
Buffalo, N.Y_.. 5 18 1 § 0 213 1] ] 0
Burlingtan, Vt._ [} 1} 0 0 [1] 0 0 0 0
6 19 2 7 ] 10 i} 1 1]
24 103 20 45 6 233 5 5 1
2 § ] 2 ¢ 3 1 0 8
3 7 ] 1 0 6 0 a 1]

Mid-Attantic region_.. 53 233 45 [3Y 2 13 6 22 13
Baltimore, Md.. 10 28 13 6 1 18 0 10 7
Newark, N.S.___ 12 68 4 27 1 238 € 3 Q
Philadelphia, Pa_ 14 48 7 15 0 229 0 3 2
Pittsburgh, Pa.. 10 42 12 5 0 25 0 3 2
Richmond, Ya... 7 32 ] 7 b 117 ) 3 2
Wilmington, Del..an .. 0 ] g 1 0 4 1] ] 1

Southeast region. -— 55 21D 47 52 4 113 19 23 16
Atlanfa, Ga.c.o.coenil 8 39 10 13 1 15 0 4 4
Birmingham, Ala 3 13 3 8 g 11 0 0 ¢
Columbia, S.C. . 1 10 2 3 0 5 0 2 2
Greensboro, N.C. 4 19 3 1 0 15 0 2 1
Jackson, Miss... 1 5 0 i [} 4 0 q 0
Jacksonville, Fla_ 34 114 324 3 3 258 19 15 49
Nashville, Tenn. 4 18 5 e 4] 5 0 0 4]

Central region..__. a7 166 29 19 [} 119 6 13 5
Cincinnati, Ohi 9 13 4 2 0 13 [ 0 0
Cleveland, Ohi 13 31 3 2 0 26 6 0 0
Datroit, Mich. 9 85 1§ 14 0 256 0 11 3
Indianapolis, 9 20 5 1 0 14 0 2 2
Loujsville, Ky_. - 6 7 1 0 0 6 0 0 [
Parkersburg, W. Va...... 1 4 0] ] ] 4 0 ] ]

Midwest region_ - 46 108 18 27 0 72 0 9 [
Aberdeen, S, Dak.___... 0 1 ] 0 0 1 i ! 0

icago, ... 18 53 8 20 0 231 0 2 1

2 5 0 1 g 4 Y Q9 a

1 0 0 0 0 0 0 Q 0

§ g 2 0 0 7 0 2 1

Omaha, Nebr.__ 2 3 0 1 0 23 0 i} [
St Louis, Mo. 8 20 6 3 0 314 0 4 4
St. Paul, Mien__ 3 e 2 2 Q 4 0 0 0
Springfield, il 7 9 1 0 0 8 0 1 0

Southwest regionee._.. Q] 130 16 43, 0 74 3 3 2
Albuguerque, N. Mex 2 15 3 (3] 0 6 .3 0. 0
Austin, Tex. 13 55 6 23 0 229 [ 3 1
Cheyenne, W 1 2 0 D 2 2 0 0 0
Dallas, Tex. § 16 3 1 0 12 3 1 1
Denver, Colo__ 3 13 1 5 4 1 il 1 g
Litile Rack, Ark.. i 3 Q 2 0 1 0 ¢
New Orleans, La.. 7 20 3 5 0 12 0 1
oklahoma City, Gkla_ 7 5 0 1 0 § 0 2
Wichita, Kans-.eeo—eo 1 1 0 1] 0 1 0 1]

Western region___...ceaeeo b8 250 71 2 1 11 [ 29
Anchgrage, Alaska. 1 1 1 0 0 0 0 0 0
Boise, 1daho.... 0 0 0 0 0 0 0 0 5}
Helena, Mont. 0 0 1} 0 0 0 0 [i} 0
Hagolulu, Hawal 4 16 6 5 0 5 0 6 0
Los Angeles, i i3 52 17 23 1 11 ¢ 5 1
Phoenix, Ariz-.... 1 67 11 20 0 237 9 3 1
Portland, Oreg-- 1 25 8 § 8 i3 H 0 0
Reno, Nev....._. 3 9 0 3 0 [ 0 ] 0
Salt Lake City, Utal 1 9 1 2 0 6 0 0 1]
San Francisco, Cali 12 42 22 7 0 221 [} 10 0
Seattle, Wash... 6 29 7 6 0 217 0 5 2

National office. .- B o et ooemsoeeeiieiioresceennsersesiocoasars :

11 F— 314 1,341 271 362 13 748 b2 11y 3

1 Because of “manpower shortages'’ these cases are being retained in the office of the program manager, intelligence
untif such time as sufficient mangower to canduct the investigations becomes available, ) o

2 This figure includes targets selected as audit fargets which were subsequently 1eferied to the Intefligence Division.

s Includes 1 prosecution case on a Newark targe:, This case involves a violation of title 18, sec, 1501, The Newvark tax

case is stilf ope

n, X
1 {n addition, 1 defendant was acquitted,
81—443—TT- 8
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. Avucusr 22, 1973.

Memsorandum to: Deputy Assistant Secretary for IEnforcement, Office of the
ecretary.

From: Assistant Commissioner (Compliance) CP:I:0.

Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of July, 1973.

ADMINISTRATION

During July liaison continued with the newly created Drug Enforcement Ad-
ministration. Means to establish closer and more effeciive liaison will be predicated
upon the finalization of the DEA reorganization plans.

At the National Office, the Operations Branch has assigned additional NTP
duties to the functional Area Managers while the NTP Manager continues to be
responsible for the overall administration of the program. The Area Managers will
actively participate in the target screening process and will administer the con-
fidential funds for the program.

TARGET SELECTION

The Target Selection Commitiee met on July 16, 1973, at which time a total of 59
targets were selected. The 1681 targets selected to date consist of 1392 joint in-
vestigation and 289 independent-Audit examinations, Of the joint investigations
initiated, there are 726 open cases of which 37 are being maintained in the National
Odice due to a shortage of investigative resources. The 37 cases held in the Na-
tional Office represent a decrease of 15 cases from the previous month’s total of 52
cases. :

There have been 42 Audit targets subsequently referred to and accepted by the
Intelligence Division for joint investigation.

NARCOTICS PROJECT ASSESSMENTS

During the 25-month period ended July 31, 1973, total assessments proposed
against selected targets amounted to $77.2 million in additional taxes and penal-
ties. Of this amount, assessments resulting from examinations accounted for $54.4
million including jeopardy assessments of $25.6 million. Termination of taxable
period assessments against targets amounted to $22.8 million. Spontaneous assess-
ments involving arrested narcotics violators who are not targets of this program
totaled $77.9 million. Thus, total assessments against target and non-target cases
amounted to $135.1 million. Seizures of cash and property amounted to. $23.7
million, of which $18.4 million was in cash.

OPERATIONS

During July, 48 joint investigations were completed. Prosecution was recom-
mended in 23 instances, while 25 cases resulted in nonprosecution recommenda-
tions.

The results of the program as of July 31, 1973, are as follows:

Joint investigations completed 681
Prosecutions recommended _ . . .. ___..____ 204
Indictments oo e e e 128
COonVICHONS < o e e i 54

The attachment to this report is a geographical schedule which sets forth the
target selections, case dispositions and current inventories.

Joan F. I—IANLON.
Attachment.
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© JOINT TARGETS—GEQGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRiCT
INVENTORIES, JULY 31, 1973

Joint

targets

selected

Special Joint Trans-  Open heldin  Total
agents target Prose- ferto  joint national indict-  Convic-
assigned selection cutions  W/D  audit cases! officat ments tmns
North Atlantic reglon.. et 75 251 47 93 & 113 6 21 8
1 9 3 1 ] 5 0 1 0
1 1 2 0 1] )] 0 0 O
8 21 4 3 0 14 0 3 2
22 65 14 25 0 26 0 7 4
6 18 1 8 1] 9 0 0 d
D 1 ] 0 0 i 0 0 g
7 20 2 7 0 1 0 1 0
25 104 21 46 6 38 5 g 2
2 5 1] 2 0 3 1. 0 0
3 7 \ 1 ] & Q Q Q
56 236 48 [ 2 120 5 24 13
Baltimore, Md._. 11 38 13 8 1 16 0 10 7
Hewark, NJ._.. 13 69 6 28 1 24 5 3 Q
Philadelphia, Pa 13 48 8 16 1] 24 0 3 2
Pittsburgd, Pa. 11 42 11 § 4] 26 0 3 2
Richmond, Va_ 6 32 10 8 0 14 0 5 2
Wilmm&,ton, Deloceeee 2 7 0 1 0 6 0 0 0
Southeast region 53 212 57 55 49 30 16
Aflanta, Ga._.... 7 40 10 13 1 16 1} 4 4
B;rmmgham, Ala. 4 13 3 3 0 7 0 [i] 1]
Columbia, S.C 1 10 2 3 0 5 0 2 2
Greenthom 5 20 7 1 0 12 0 3 1
Jackson, flss 1 5 0 1 0 4 0 0 0
Jacksonwlle, Fla - 31 114 30 34 3 50 3 16 9
Nashville, Tenn...____. 4 10 5 0 0 5 0 [ ]
Central region_ . oo 57 176 34 25 [i} 117 8 13 5
Cincinnati, Ohii 2 19 6 3 0 10 0 0 0
Cleveland, Ohio. 10 35 3 L3 0 28 8 0 0
Detroit, Mich.___ 22 86 18 17 0 51 0 11 3
Indianapolis, Ind 9 21 5 1 0 15 0 2 2
Louisville, Ky _____ 4 i1 2 0 0 3 0 Q 1]
Parkeysburg,w Va 3 4 4] i) ] 4 1] Q Q
Hhidwest region.. oo oaaaeeoo 47 120 20 31 1) 74 3 9 6
Aberdeen, S. Dak.-_-_-_ 0 1 0 ] 0 1 0 0 0
Chicago, Wor e 1% 59 g 23 [} 27 Q 1
Des Meines, lowa 2 G [ 1 0 § 0 0 0
Fargo, N. Dak 1 [ 1} ] Q ] 0 0 0
Mllwaukee Wi 5 11 2 0 0 g 0 2 1
Omaha, Nebr. 2 3 1] 1 [ 3 0 0 ]
St. Louis, Mo. 7 20 [ 3 ] 14 1] 4 4
St. Paul, Minn 4 8 2 2 0 5 0 0 [1}
Spnngf!eld [{{ - 7 12 1 1 0 10 3 1 0
boumwest [C7:113] R, 39 135 13 48 9 74 [ [ 2
Albuguerque, N, Mex.... 2 15 3 6 0 6 3 0 0
AUSER, TEXo e omeeooe 13 89 8 25 0 23 0 3 1
Cheyenne Wye 1 2 1] 1] Q 2 0 0 0
Dallas, TeXoooooo 6 16 3 1 0 12 3 1 1
Denvet, Colo.._.. 3 13 1 § 0 7 0 1 0
Littie Rack, Ark... 1 3 0 2 0 1 ] O 0
New Orleans. | -V, 8 21 3 6 0 12 0 1 0
Oklahoma City, Okla-.... 4 5 0 1 0 4 ] h) 0
Wichita, Kans.ooaeovau- 1 1 0 0 [} 1 0 0 0
Western region. oo v eeemeo 65 262 70 71 1 129 6 30 4
Anchorage, Alaska il 1 1 0 [ P} 0 0 Q
Boise, 10ato 0 2 0 0 ] 2 0 0 0
helena, Moy 0 0 0 ] g 8 0 Q 1}
Eonolulu, Haw 4 16 8 5 9 5 0 6 0
Lot Angeles, Calif- 20 57 13 23 1 20 a4 § 1
Fhoenix, AflZ._..- 11 68 12 19 [} 37 6 3 1
Pomand. Oreg... 7 25 6 § q 13 Q 0 0
Rene, Nev__oo oo 4 9 a 3 0 8 0 0 0
Sall Lake City, Uteh____. 1 8 1 2 0 [ [1} 0 0
San Francisco, Calif ... 13 45 24 7 0 22 i} 11 0
Seattle, Washeae o meane 5 30 7 & 0 18 0 5 0
National uifice 6 - -

Tota) o e 338 1,392 294 387 13 736 37 128 54

f 9

3

it ex

tions which were

1 Includes targets

for ind h
Division, cases transferred in from other districts, and other adjustments to the districti mvenmnes

y referred o the Intelligence
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT,,
INVENTORIES, JULY 31, 1973

Received from

Auvdit intelligence Referrals
targets -———————-————— accepted by Opem
selected w/D Transfer inteulgence Closed inventory:
North Atlantic region _ .o ____ 50 85 6 7 88 56.
Albany '
Bosion...
Brooklyn
Buffalo

Hartfol
Manhatta
Portmouth _
Providence

Mid-Atlantic region. .o oo oo 50 66 2 [ 47 65

Baltimore_ . __.o e
Newark. ..
Philadeiphia.
Pittsburgh. ...
Richmond

Southeast region ... ...

Atlamta. oo
Birmingham..
Columtia....
Greenshoro,
Jackson..

Jacksonv
Nashville__
Central region .. oo cocmmaceeee
Cincinnatioe .o cue s ceccaee 2
Cleveland . nen 11
Detrofteon el 18
Indianapotis o .. e oeerccnneen e 3
Parkershurg. ..o eeaas 1
Midwest region_ .o cceoeouoaaaas 55 54
ChRiCaE0. . e ccmamme 34 34
Des MOIReS e e e e o 1
Milwaukee.. 3 ER
...... 1 1
...... 11 8
2 2
...... 4 5
38 54
1 4
31 39
1 1
1] (R 2 2
Llﬂle ROCK . e e e e 2.
New Orleans._ .. . o T T 2
ichita. ... - 3 3
Oklahoma City._ oo voe cm e oo e 1
Western region. .« o oo cov e 48 71 1 10 55 55
Honolulu......... et ot e 5 e m— e ———— 1 4
Los Angeles.. 5 23 - 28 1
PhOENIXeu e 6 12 12
Portland . ... cmnne 4 %
Salt Cake City 2
San Francisco 18
Seattle_.. 9
010 . e e e e e 1
L1 c5) 338

)

.

.
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Ocroner 4, 1973,
Memoranduri to: Director, Intelligence Division CP:1.
Trom: Chief, Operations Branch CP:1:0,
‘Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of August, 1973.

SIGNIFICANT LVENTS

William Edward (Dog) Turner was sentenced on August 15, 1973, to ten years
imprisonment on federal tax evasion charges. Turner, s major Washington; D.C.
-drug dealer, was the principal distributor for an alleged conspiracy to smuggle
heroin from Southeast Asia inside the remuins of American servicemen. Officials
:dlescribelg the conspiracy as one of the ten largest heroin smuggling operations in
the world.

On September 14, 1973, Drug Enforcement Administration officials turned over
to the Service $967,430 seized in o narcotics case last year. The money was found
in a suitcase on the back seat of a car in which N'TP target Vincent C. Papa was
a passenger. Papa is now serving a five year sentente in the Aflanta federal
penitentiary after pleading guilty to tax evasion charges and possession of nar-
coties. Papa stated that he would not have pled guilty to thé narcoties charges
if it had not been for the tax evasion charges. Papa has been implicated in the
theft of heroin valued at $73 million. The heroin was stolen from the N,Y.C.
Police Depdartment evidence storage facilities. The heroin was originally seized in
the “French Connection” case.

Close coordination with the Office of International Operations has resulted in
the development of intelligence relating to the identification of middle and upper
echelon narcotic dealers in the U.S. who are purchasing heroin cutting materials
from a source in Puerto Rico. The gouree is currently facing federal eriminal
conspiracy charges and a jeopardy assessment tofaling $27,053.58 was made ox
July 19, 1973. The assessment was satisfied as « result of distraint action biy the
Collection and Taxpayer Service Division, 010.

ADMINISTRATIVE

We are studying the ways and means of administering the NTP confidential
funds through either the Regional or district offices. The monitoring of the funds
at the Regional level will allow Regional management to exercise its full responsi-
bility in this important area.

Field managers are participating on the Target Selection Committee on an
invitational basis. Managers from Philadelphia, Jacksonville, Manhattan and the
Mid-Atlantic Regional Office have attended TSC meetings. Meaningful partici-
pation by fileld managers has resulted in better target submissions from fthose

-districts.

TARGET SELECTION
The Target Selection Committee met on August 23, 1973, at which time a total

-of 49 targets were selected. The 1730 targets selected to date consist of 1422 joint

investigations and 308 independent Audit examinations. Of the joint investiga-
tions initialed, there are 691 open cases in inventory of which 29 are being held
in the National Office due to a shortage of investigative resources. The cases held
in the National Office represent a decrease of 8 cases from the previous month’s
total of 37 cases.

Attached to this report is a statistical analysis of program operations and a

-geographical schedule showing other pertinent data.

Levoy G. VENABLE.
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Statistical Analysis of Program Operations

}—NARCOTIC TRAFFICKERS PROGRAM TAX ASSESSMENTS; |I—SEIZURES ATTRIBUTABLE TO THE NARCOTIC
TRAFFICKERS PROGRAM; !1l—NARCOTIC TRAFFICKERS PROGRAM FIELD STATISTICS—AUG. 31, 1973

Fiscal year—
Cumulative
1972 1973 1974 to date
SCHEDULE 11
NTP targets: :
Audit NTP b 4.4 22.0 4.7 3.1
Audit jeopardy assessmenfs 8.2 15.9 .7 25,8
Total audit examination assessments_._....__... 13.6 37.9 5.4 56.9
Tarmination of taxable periods (assessments against
NTP targets).-. 0 22.8 0 22.8
Total assessments against NTP targets........ 13.6 60.7 5.4 9.7
Non-NTP targets:
Spontaneous assessments of arrested narcotic
violators.. . 40.6 33.8 7.4 81.8
Total assessments against target and nontargst '
cases 54.2 94,5 12.8 161.5
SCHEDULE 11t
Cash seized. . - 7.2 10,4 L6 19.2
Other real property seized...coooooooene. 1.3 3.9 .2 5.4
Total amount of seizures . 8.5 14,3 1.8 24.6
SCHEPULE 111
Joint investigations completed. .o ooomomoaorna s 134 498 100 733
Prosecutions r d 56 215 52 323
Indictment 22 97 16 135
Convictions. 7 44 9 60

1 Figures in schedule 1 and Hi are in $1,000,000 incremems.v

~
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JOINT TARGETS—GEGGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT

INVENTORIES, AUG. 31, 1973

Joint
targets
. selected,
Special Joint Trans-  Open heldin  Total
agents target  Prose- ferta  jolnt  national indiet~ Convie-
assigned selection cutions W/D  audit cases! office  ments tions
Atlantie region, ... 72 257 58 103 i 98 2 21 8
Albany, N.Y..... - 1 9 3 1 0 5 1] 1 Y
Augusta, Maine.. - 0 1 2 0 0 0 0 0 0
Bostor, Mass_ ... - 10 22 5 3 0 14 1 3 2
Brooklyn, N.Y_ - 22 69 18 31 1] 20 ] 7 &4
uffalo, e - § 18 3 g 0 6 1] 0 0
Burlington, Vt._. - 1 2 1] 0 0 2 0 0 0
Hartford, Conn... - 4 20 4 7 0 9 0 1 0
Manhattan N.Y.. . 24 104 23 49 6 33 0 g 2
Por!smouth N.H. - 2 5 Q 2 ) 3 1 0 9
Provrdence, R.l.. - 3 7 0 1 0 6 0 0 0
Mid-Atlantic region. .. ... 62 239 55 79 2 108 [ 25 16
Baltimore, Md.......... 10 38 14 10 1 14 1] 10 9
Newark, NJoo oo ... 15 71 § 28 1 37 [ 3 Y
Philadelphia, Pa.......- 15 48 13 24 0 11 0 4 2
Pittsburgh, Pa__._. - 11 42 12 8 0 26 n 3 3
Richmond, Va._... . 8 33 10 8 0 15 il 5 2
lemmgton, Del... - 2 7 0 1 0 [ 4] 1] 0
Southeast region. ... - 55 247 53 65 4 50 2 28 16
Atlanta, Ga.. 8 40 10 13 1 16 0 4 4
Bnrmmgham, 5 14 4 3 0 7 0 3 0
Columbia, S.C.. 0 10 4 3 0 5 0 2 2
Greensbom, N.C. 5 20 7 6 0 7 0 3 1
Jackson, Miss....... - 1 5 0 1 0 4 0 ] 0
Jacksonville, Fla.... 32 118 31 38 3 47 2 16 9
Nashville, T ——— 4 10 5 1 1} 4 Q 0 ]
Central region .. . _ooeeeoonn 54 180 37 3% 0 103 4 14 6
Cincinnati, Ohio.ocoo.nan 10 20 & 4 0 10 0 1 0
Cleveland, Ohio_. - 11 38 3 6 [4 27 4 n 0
Detroit, chh ........... 20 85 20 27 Q 39 a 11 4
lndlanarohs, Ind - 8 21 5 1 0 16 0 2 2
Louisville, KY.ano.. - 3 111 3 0 0 8 0 [\ 0
Parkersburg, W, Va 2 4 0 0 0 4 0 0 b}
Midwest region . .o. oemeeeeu- 56 12§ 23 37 [} 669 3 9 6
Aberdeen, S, Dak._....- [} 1 0 (] 0 1 0 0 0
Chicago, il - 26 63 10 25 0 28 0 2 1
Des Moines, lowa_ ... 2 [ 0 1 0 5 [} 0 )
Fargo, N. Dak__ .. - 1 0 Q ] 0 ] 0 0
Mllwaukee, Wis__ - 6 11 3 0 0 8 0 2 1
Omaha, Nebr. . - 2 3 0 1 a 3 1] 0 0
8 20 7 4 0 9 0 4 4
4 3 2 ya Q 5 ] ] ¢
Sprmgf'eld [ 7 12 1 1 0 10 3 1 0
Southwest region «.veeecea- 36 137 [ 50 [} 71 3 6 3
Albuguerque, N. Mex.--. 1 15 3 [ 0 6 3 0 0
Austin, Tex_..._.. 12 89 8 26 Q 28 Q 3 Z
Cheyenns, Wyo.. 1 12 0 1 0 1 0 0 [
Dallas, Tex..-. 3 17 3 1 0 12 3 1 1
Penver, Colo.... 4 13 1 6 0 B [\ 1 [
Little Rock, Ark. 1 3 0 2 0 1 0 0 0
New Orleans, La... 9 22 3 6 0 13 0 1 o
Oklahoma Clty. Okla.. 4 § 0 1 0 4 0 0 0
Wichita, Kans.....o-.. 1 1 0 1 0 0 0 1] 0
Western region_....... 60 268 - 73 81 1 122 6 32 [
Anchorage, Alaska. 0 2 1 0 0 0 0 0 0
Boise, ldaho..... 0 2 0 0 0 2 0 ] 0
Helene, Mont.... 0 2 0 0 0 2 0 0 0
Honoluly, Hawaii 3 v [ 5 0 6 0 ] g
Los Angeles. Calif.. 20 57 14 24 1 20 0 7 1
Phoenix, Ariz-_. 13 68 12 22 0 35 6 3 1
Partland, Oreg... 5 26 6 7 0 13 0 0 0
Sl (A T U S T S
Salt Lake Ctty. Utah._.__
San Francisco, Calif._ 13 45 28 9 0 18 0 i 1
Seattle, Washomeeoveme--. 3 31 7 8 0 17 0 5 2
National office. 1 :
TotalS - cacumnmmmanns 396 1,422 323 450 13 662 29 135 60

3 Includes targets selected for

dent audit examinations which were subsequently referred to the lntelligence:

Dlvusmn, cases tgransferred in from other districts and other adjustments to the district nventories,



116

AUDIT TARGETS—GEVGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DIS#OSITIONS, AND DISTRICT
INVENTORIES, AUG. 31, 1973

Audit Received from intelligence Re(er_{als

targetr iccepted by Open
selected Ww/D Transfer intelligence Closed inventory
iNorth Atlantic region..... 53 105 6 7 g0 67
Albany... 8
Boston.. 4
Brooklyn.. 13
Buffalo.... 8
Burlinigton... 1
Hartford__ . . 1 6 3
Manhattan. o oo 30
Ports U P
PrOVIdence oo cecmmcmmmmccen Do eeeee b
Mid- Atlantic region. o ooemeumucmeen 55 78 3 6 51 78
Baktimore. oo oo emsmmameae 4 9
Newark 19 16 28
hiladelphi 18 21 19
Pittsbirgh oo e 10 3 15
Richmond_. 4 4 7
Wilmington - ) R
‘Southéast region 25 65 4 4 60 30
Atlanta. .. 13 ) S 10 4
Bir 1 2 2
Colurt - 3
BOr0.-mee - 3 5
I;:r'k an 1 1 - 2
Jacksonvilte. o ee o cvcece e 17 39 3 3 46 10
Nashville. oo oo 3 1 - 4
Central reglon. oo 25 K S 1 13 48
r-' innati 1 A e eem 2
land. 9 6 1 14
Detrmt 12 10 28
ili 2 1 3
ParkersBurg ____________________ 1 e e 1
Midwest region 58 E . 11 2 57
ChiCaBO- o oo ccc oo 37 27 eeae 6 20 38
Des Moines . U, [
Milwaukee. 3
Omaha 1 1 |
St. Louis i1 3 3 9
St. Paul.._ 4 1 1 2
Springfiel 4 5
“Southiwest region 39 511 3 27 59
Albuguerque 1 [ J U, 3 4
Austin a1 4 S 3 14 40
chevenne 1 1
Dallas_ oo e 1 ] e 1 1
DEnVEr. . oo e icnm 2 [ 5 3
Little Rock —— 2 — 2
New Orleans..... - B e 4 2
WIChita. o e 3 1 4
Oklahoma City e e e oo 1 1 2
“Western region. e e cve e commeeee 53 81 1 10 55 70
Hanolulu - 1 4
Los Angeles. oo e ol 5 28 2
Phoenix. — 6 12 15
Poxtlahd 4 3
Ren 5 9
Salt Luke Y e e e e e am o ae 2
San Fr 25 3 23
Seattie 12 7 12
=0i0_ y 1 1
Total - 309 453 13 42 322 411
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May 10, 1974.

To: Assistant Secretary for Enforcement, Tariff and Trade Affairs, and operations.

From: Assistant Commissioner (Compliance) CP:1:0.

Subject: Progress Report—Internal Revenue Service Narcotics Traffickers.
Project (NTP) March, 1974,

SIGNIFICANT EVENTS

On March 22, 1974 ten N'YC police officers were selected for investigation
under the Narcotics Traffickers Projeet. Five of the selected individuals have
since become cooperating witnesses and the other five were indicted on April 19,
1974. The police officers are accused of evading taxes on more than $300,000
seized during arrests of large scale narcotic traffickers and on income earned from
the sale of stolen narcotics. The indicted officers are former members of the
Speecial Investigative Unit, an elite and confidential investigative section of the
New York City Police Department.

On April 18, 1974 Ralph (the General) Tutino, an alleged member of one of
New York City’s major organized erime families, was arrested by special agents
of the Intelligence Division with the cooperation of agents of the Drug Enforce~
ment Administration. Tutino was indicted on April 13, 1978 on charges of at-
tempted income tax evasion and failure to file tax returns. Deficiencies and
penalties totaled $67,000. Tutino was also wanted by the New York City Police
Department on charges of hindering prosecution and conspiracy in connection
with the murder of Anthony Lombardi. Police theorized that the slaying ap-
parently resulted from a dispute over a narcotic transaction. Bsail on the tax
charges was set at $75,000. Tutino was subsequently turned over t0 New York
City authorities. )

Projéct Discovery is a pilot Drug Enforcement Administration—Internal
Revenue Service joint intelligence effort initiated to identify significant narcotics
traffickers and financiers operating throughout the United States. The Phoenix
District was chosen as the pilot district since Arizona is a *“‘corridor’ state through
which significant amounts nf narcotics are smuggled into the United States from
Central and South America through Mexico. It is conservatively estimated that.
one-half to two-thirds of all illegal drugs being used in the United States either
originates or passes through Mexico. DEA is attempting to identify substantive
narcotics cases while IRS is seeking information relating to internal revenue law
violations.

ADMINISTRATION

On March 27, 1974 Manual Supplement 94G—51, Narcotics Traffickers Project,.
was issued. The manual supplement realigned the functional responsibility of the-
project along established Service organizational lines. The Target Selection Com~
mittee (TSC) remains the responsibility of the Intelligence and Audit Division
Directors at the National Office. All target recommendations are screened by the-
regional offices prior to submission to the TSC. As a result of this change an
jmmediate improvement was noted in the quality of targets being submitted. The
authority to close NTP cases has been delegated to district offices. The manual
supplement contains criteria for the selection of NTO cases. The method of dis-
bursing and monitoring confidential funds has been streamlined and the regjonal
offices are closely monitoring such expenditures and reporting unusual expendi~
‘ures and problems directly to the Director, Intelligence.

An Information Notice on Terminstion Assessments was approved by the
Director, Audit Division for distribution to all Audit technical persnnel. The
document emphasizes strict adherence to Mgnual procedures on spontaneous:
assessments and includes Audit guidelines for the revenue agents. Issuance of the
Notice is expected this month.

TARGET SELECTION

The TSC now meets twice monthly in order to expedite the case selection
process. The following tabulation shows the number of targets selected since the
inception of the project and the total selected in Fiscal Year 1974 (eumulative:
to March 31, 1974):
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS AND CASE DISPOSITIONS, FISCAL YEAR
1974 CUMULATIVE TO MAR. 30, 1974—Continued

Fiscal i'ear Since

97 inception

intelligence joint cases._. 266 1,607
Audit 71 352
Total 337 1,959

Of the joint investigations initiated there are 566 open cases in inventory,
down 182 cases from the 748 cases in inventory as of June 30, 1973. The Jackson-
é'l}llsf _Dtxstnct’s inventory of 53 cases represents the largest mventory of any single

ric

Proposed assessments against selected target cases for the 33-month period
ended March 31, 1974 amounted to $76.5 million, Spontaneous assessments for
the same cumulative period amounted to $134.1 million—$23.5 miilion assessed
against targef cases and $110.6 assessed against non-target cases. Thus, total
assessments under the program amounted to $210.6 million.

The amount of property and cash seized on the spontancous assessments was
$29.4 million.

Attached to this report is a statistical analysis of project operations and a
geographical schedule showing other pertinent data.

Joun F, HANLON.

Attachments, ‘

JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS AND CASE DISPOSITIONS, FISCAL YEAR 1974
CUMULATIVE TO MAR. 30, 1974

Special 5

agent Joint  investi- Open  Total ,
man-  targets  gations Prosecu- joint  indict-  Convic-
days! selection initiated tions WD cases 2 ments tions
North Atlantic region. 1,137 64 59 36 33 91 4 13
Aibany, N.Y_____ 39 1 1 0 1 5 0 1
Augusta, Maine. 7 0 0 0 1 0 0 0
Boston, Mass. 115 4 2 1 1 18 0 2
Braoklyn, N.Y. 459 31 31 20 3 24 0 3
uffalo, . 58 0 0 4 5 5 1 0
Burlington, Vt. 28 2 4 0 0 4 0 0
Hartford, Conn.. 81 1 0 3 2 6 2 1
nhattan, 312 25 20 8 17 24 1 6
Portsmouth, N.H 9 0 1 0 1 2 0 0
Providence, Ri....._._. 29 0 0 [t} 2 5 0 0
Mid-Atiantic region...cacee-. 660 23 34 24 £6 73 8 11
Baltimore, Md __________ 120 5 6 2 8 14 0 5
Newark, NoJ_._. 189 5 12 5 9 28 1 1
Philadefphia, Pa_ 200 8 12 g 15 15 6 3
Pittsburgh, Pa.. 109 0 0 2 14 10 0 0
Richmond, Va... 42 3 3 4 9 6 1 2
\"llmlngton, Del.. 0 2 1 2 1 4 0 1}
Southeast region.. 808 43 46 22 43 80 10 12
Atfanta, Ga_.__ 76 11 5 7 6 9 3 3
Blrmmgham, Ala... 14 1 1 4 6 3 3 4
Columbia, S.C.. 14 0 2 0 2 5 0 0
Greenshoro, N.C 52 1 2 2 4 4 3 [
Jackson, Miss... 0 0 0 0 3 2 0 0
Jacksonville, Fla._ 412 28 35 8 18 53 0 5
Nashville, Tenn.eeo..__. 38 2 1 1 4 4 1 0
Cantial region. ccaeececcanaz 676 24 34 26 56 69 9 [:4
Cincinnati, Ohjo_ .o 25 2 3 6 6 4 1 0
159 -8 12 6 10 17 3 0
323 5 14 10 26 30 2 2
Ind|ana 94 3 2 2 9 10 1 g
Louisville 57 6 3 2 3 5 3 2
Parkersburg, W.Va 18 0 0 i} 2 3 0 0
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JOINT TARGETS—GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS AND CASE DISPOSITIONS, FISCAL YEAR
1974 CUMULATIVE TO MAR. 30, 1974—Continued

muioocomnoooo l wlloooorwonot @l cononmaoocoel &

Special .
agent Joint  fnvesti- Open  Total X

man-  targets ations  Prosecu- joint  indict-  Conviee

days! selection initiated tions W/D cases ? ments tions
Midwest rAgION- o e coce e ee 787 35 50 13 20 95 3
Aberdeen, 8. Dak 0 1 1 0 0 2 0
Chicago, Hl_- 338 24 31 7 ‘11 46 0
Des Moines, 2 1 1 1 ] 5 0
Fargo, N. Bak.. 0 Y 0 0 0
Milwaukee, Wis 98 3 5 3 0 10 1
Omaha, Nebr._ 2 0 0 0 4 1 0
St. Louis, Mo.... - 242 0 4 0 3 17 2
St. Paul, Minn_ - 39 2 2 2 1 3 Q
Springfield, Moo 60 4 6 )] 1 10 ]
Southwest region. .- 293 1 23 16 28 51 4
Albuguerque, N. Mex._.... 10 1 1 1 i} 3 0
Austin, Tefeo o occmaaen 96 5 8 6 11 18 2
Cheyenna, Wyo.._ - 15 0 0 0 1 2 0
Dallas, TeX.een--. —— 31 2 3 3 3 8 2
Denver, Colo..... — 21 0 1 1 4 3 0
Little Rock, Ark.. - 9 1 1 0 0 3 0
New Orleans, La.._._.__ 35 2. § 5 7 5 0
Oklahoma City, Okia____- 7 0 2 0 1 5 0
Wichita, Kans.eaoeae 19 0 2 [ 1 4 g
*Western region. e e ceee o 906 56 63 17 58 107 10
Anchorage, Alaska - 0 1 1 0 0 2 0
Boise, ldahe.._ 12 2 3 Q 2 2 1]
Helena, Mont. ... 4 2 2 0 0 3 0
Honolulu, Hawaii. 18 1 0 0 2 4 0
Los Angeles, Calif.... 310 18 15 8 6 18 &
Phoenix, Ariz_..... - 164 6 15 2 22 19 1
Portland, Oreg. = 139 2 2 0 6 10 0
Reno, Nev_oae ool 43 1 0 1 1] 3 ]
Salt Lake Gity, Utah._..._ 16 1 0 1 2 4 1
San Francisco, Calif._.. 125 13 16 5 7 27 2
Seattle, Wash.o oo .o 75 9 9 2 i1 15 2

Prior period adjustments_ e oeeecoo 10 -
Totelo oo e 5,065 . 268 309 154 294 566 . 48 62
1 4 weeks ending Mar, 30, 1974, . 3 X
2 Includes targels selected for indepedent audit tions which were subsequently referred to the Intelligence

g p
Diviston, cases transferred in from ather districts and other adjustments to the district inventories,

AUDIT DIVISION, NARCOTICS TRAFFICKERS PROGRAM: SUMMARY OF TAX ASSESSMENTS
[tn miltions of dollars]

Fiscal year—

1972 1973 1974(@9mo)  Cumulative

Praposed assesshlents:Target examinalionS.oeeaa...- - 23.2 2.4 24.9 76.5
Spontaneous assessments:

P Kargette{mimﬁﬂm 1.7 15.0 .8 23.5

target:

o eeminati 2.5 4.5 3.0 104.4

Jeopardy. : .8 4,2 1.2 6.2

Tatal spontaneaus amounts L0 66.1 37.0 134.1

Total t T 54.2 94,5 61.9 210.6

Seizures {cash and property) 8.5 14.3 6.6 29.4
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NARCOTICS TRAFFICKERS PROJECT
[Key statistics by quarter since inception]

Fiscal year 1972 Fiscal year 1973 Fiscal year. 1974
1 2 3 4 1 2 3 4 1 2 3 Total

Investigation: plated 2 9 43 89 87 101 145 170 130 147 171 1,094
Prosecution recommendations_... 2 4 17 31 39 47 57 74 42 44 68 425
Withdrawals.. ... _ 0 5 26 58 48 54 88 95 88 103 103 663

Indictments/informations..eececaueea 1 4 7 11 20 23 20 33 9 12 27 167

Convictions. 0 1 2 3 9 6 14 16 24 17 21 113

Cases in inuento? .................. () 289 390 558 662 681 732 748 736 680 666 _.....

Targets selected (intelligence and

LTS 11 109 214 207 281 220 165 253 193 139 89 109 1,953

1 Not available.
AvgusT 22, 1973.
To: Deputy Assistant Secretary for Enforcement, Office of the Secretary.
From: Assistant Commissioner (Compliance) CP:1:0.
Subject: Presidential Program for Tax Investigations of Narcotics Traffickers
Progress Report for Month of July, 1973.

ADMINISTRATION

During July liaison continued with the newly created Drug Enforcement Ad-
ministration. Means to establish closer and more effective liaison will be predi-
cated upon the finalization of the DEA reorganization plans.

At the National Office, the Operations Branch has assigned additional NTP
duties to the functional area managers while the NTP manager continues to be
responsible for the overall administration of the program. The area managers will
actively particip te in the target screening process and will administer the con-
fidential funds for the program.

TARGET SELECTION

The Target Selection Committee met on July 16, 1973, at which time a total
of 59 targets were selected. The 1,681 targets selected to date consist of 1,392 joint
investigations and 289 independent audit examinations. Of the joint investigations.
initiated, there are 726 open cases of which 37 are being maintained in the na-~
ticmal office due to 2 shortage of investigative resources. The 37 cases held in the
ngtional office represent a decrease of 15 cases from the previous month’s total of

cases.

There have been 42 audit targets subsequehtly referred to and accepted ‘by the-

Tntelligence Division for joint investigation.

NARCOTICS PROJECT ASSESSMENTS

During the 25-month period ended July 31, 1973, total assessments proposed
against selected targets amounted to $77.2 million in additional taxes and penal-
ties. Of this amount, assessments resulting from examinations accounted for
$54.4 million including jeopardy assessments of $25.6 million. Termination of
taxable period assessments against targets amounted to $22.8 million. Spontaneous.
assessments involving arrested narcotics violators who are not targets of this.
program totaled $77.9 million. Thus, total sssessments against target and non-
target cases amounted to $155.1 million. Seizures of cash and property amounted.
to $23.7 million, of which $18.4 million was in cash.

OPERATIONS

During July, 48 joint investigations were completed. Prosecution was
recommended in 23 instances, while 235 cases resulted in nonprosecution:
recommendations. Co

The results of the program as of July 31, 1973, ar¢ as foliows:

Joint investigations completed 681
Prosecutions recommended.. . o o oo 294
Indictments oo 128
ConvietionS o . e 54

The attachment to this report is a geographical schedule which sets forth the-

target selections, case dispositions and current inventories.

Attachment.

JoaN F. HaNLON..
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JJOINT TARGE%S—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS, CASE DISPOSITIONS, AND DISTRICT
INVENTORIES, JULY 31, 1973

Joint

targets

i N selected

Special Joint Trans-  Open heldin  Total
agents target Prose- ferto  joint  matiogal Indict- Convic-
assigfied selection cutions W/D  audit casest mofﬁce ments tions
‘North Atfantic region.. 75 251 47 93 6 113 6 21 8
Athany, N.Y. ... 1 9 3 1 0 5 0 1 0
Augusta, Maine. 1 1 2 0 0 0 0 0 0
Bostan, Mass_-_ 8 21 4 3 0 14 0 3 2
Brook lyn, 22 65 14 25 1] 26 0 7 A
Buffalo, N Y.--_ 6 18 1 ] [1] 9 0 0 [1}
Burllngton, Vi, [1] 1 1] ] 1] 1 i} 1] 0
Hartford, Conn.. 7 20 2 7 0 11 0 1 0
Manhattan, N.Y. 25 104 21 46 6 38 5 9 2
Portsmouth, N.H 2 8 Q 2 0 3 1 4 [
Providence, R.I. 3 7 0 1 [1] 6 0 0 0
> Mid-Atlantic region... 86 236 48 66 2 120 5 FZ3 13
Baltimore, Md_- 11 28 13 8 1 16 0 10 7
Newark, N.J.... 13 69 6 28 1 34 § 3 [}
Phlladelphla Pa 13 48 16 0 24 0 3 2
Pittsburgh, Pa_. 11 42 11 5 0 26 0 3 2
Richmond, Va._. 6 32 19 8 0 14 0 § 2
. W)lmln"ton |21 E— 2 7 0 1 0 6 0 -0 0
“Southeast region - 53 W2 51 5 19 3% i6
Atlanta, Ga. .. .coeeee 7 40 10 13 1 16 0 4 4
Bummgham Ala.. 4 13 3 kS [1} 7 1} 1] 0
Columbia, ScC.. . 1 10 2 3 0 5 0 2 2
Greenshoro, N.C 5 20 7 1 0 12 0 3 1
Jackson, Miss...... 1 5 0 1 0 4 [ 0 0
Jacksonvnlle, Flao caooo 31 114 30 34 3 50 3 16 9
Nashville, Tern . —._._ 4 10 5 0 Q 5 Q Q 0
Central region. .o ooeee - 57 176 34 25 0 117 8 13 9
Cincinnatj, Ohio.. 9 19 6 3 [ 10 0 0 0
Cleveland, Ohio 10 35 3 4 0 28 [ 0 0
Detroit, Mich___ 22 86 18 17 0 51 0 11 3
Indianapolis, Ind ] 21 5 1 0 15 0 - 2 2
Louisville, Ky. 4 11 2 0 0 9 0 0 0
_ Parkersburg, W. Va 3 4 Q 0 0 4 0 4] 0
Midwest region. .o o. o eaeee 47 120 20 31 0 74 3 9 [
Aberdeen, S. Dak. 0 1 0 0 [} 1 0 [i] 0
Chicago, Ill_...._._ 19 59 ] 23 0 27 0 2 1
Des Moines, fowa. . 2 6 0 1 0 5 g 0 [
Fargo, N. Dak, oo 1 0 0 [1] 0 1] b} 0 0
Milwaukee, Wis..... .- o= 5 11 2 1] 0 9 0 2 1
Omaha, Nebro.___ ... 2 3 0 1 0 3 0 ] 0
St. Lonjs, Mo - - - 7 20 6 3 0 14 0 4 4
St. Paul, Minn_.___.oenv 4 8 2 2 0 § 0 ] Q
Spnngfeld, [ - 7 12 1 1 1] 10 3 1 1]
~Southwest region. ... meceam-- 39 135 18 46 0 74 6 6 2
. Albuquerque N, Mex-.._ 2 15 3 6 0 6 3 0 0
Austin, Tex...._.— 13 59 8 25 0 29 i 3 1
Cheyenne, Wya., 1 2 ] 0 0 2 0 [} 0
Dallas, Tex._. 6 16 3 1 0 12 3 1 1
Denver, Golo. 3 13 1 5 Q 7 0 1 [
Little Rock, Ark. 1 3 0 2 0 1 0 0 0
New Orleans, La. - 8 21 -3 6 0 12 0 1 0
Oklahoma City, Okla...-- 4 5 0 1 0 L3 0 [1] 0
Wichita, Kans ........... 1 1 .0 0 0 1 0 4 0
sWestern regiont . o ooceeeen [ 262 . 70 71 1 129 [ 30 4
Anchorage, Alaska_ ... 0 1 1 0 0 0 0 0 0
Boise, idaho....., [ 2 0 0 ] 2 0 b} 0
Helena, Mont. ___.o—ae 0 0 0 [} 0 0 0 [Y 0
iHonolulu, Hawaii.. ... 4 16 6 g 0 5 0 6 0
'Los Ange!es, Cahif_ oo 20 57 13 23 1 20 0 5 1
“Phoenix, Ariz. ... .cceuee 11 68 12 19 0 37 6 3 i
Portiand, Ores - __ 117 7 25 6 6 g 13 0 0 0
SoTLake cy, i SN SN SO SRR B 0 0...8
- alt Lake City, Utah. ... 3. . A Y R

San Francisco, Calif. 13 a5 24 7 0 22 0 11 0
Seattle, Wash....__. 5 30 7 6 0 18 0 5 2
National office_. ... <
11| — 398 1,392 294 387 13 726 37 128 54
ludi ets selected for ind lent audit examinations which were subsequently referred to the Intelligence

tar,
1D|vxslon cases‘tgransTerred in from other districts aud other adjustments to the district inventories,
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AUDIT TARGETS—GEOGRAPHIC DISTRIBUTION OF TARGET SELECTIONS CASE DISPOSITIONS AND DISTRICT IN-
VENTORIES, JULY 31, 1873

Audit Received from intelligence  Referrals

{argets —————————— accepied by Open
selected W/D Transfer intelligence Closed inveniory
North Atlantic region. - ceeevenvaaccs 50 95 6 7 88 56
Albany. 7 ) Q. 7
Boston 4 e ————— 4
Brooklyn....-_------------_--__ 13 30 B
Buffalo___. 3 1 3 7
Hartford. . _ 1 e e e 6 3
Manhattan - _"_"TTTTTTTCC 22 1 44 29
PO SMOU N e e s e cmmmmmmmame e 2 e m——r—————— 2 et
hu { TABRCE e e e e am e B e L L L T Topea 1 ............
Mid-Atlantic region ... ceaeeeeoao. 50 €6 2 6 47 65
Baltimore oo~ 7
Newark.._. 19 15 2%
Philadelphi 18 19 14
Pittsburgh__ 5 2 3
Richmond.. 4 4 7
Wilmington - ——— ) S,
Southeast region . wmmewmeeceamaccwnn 24 55 4 4 60 18
Atlanta_.. -
Birmingham ____________________ 1
Greensboro ..................... 3
ackson 1 1 - 2
Jacksonville. caoe oo 16 35 3 3 46 5
Nashville o o ac o e 3. 3
Central refioN_ - cceeev e menmmcmmann-n 23 25 e 1 12 35
innati 1 RSP 2 2
Cleveland ______________________ 7 4 o 11
Detroit....... 12 17 e 1 10 18
Indi lis 2 3
Parkersburg. .—_ 1 1
Midwest region_ ... 55 33 e 11 23 54
Chicago 34 25 e 6 18 34
Des Moines 1 ‘1
MIWAKEE o e mienm 3 3
Omaha 1 ) A 1
St. Louis 11 3 3 8
St. Paul 2 1 1 2
Springfield. o oo eeee 4 5
Southwest region..eeececmaeec e 38 3 T 3 27 54
Albuquerque.-_-----.-------..-- ) | J S 3 4
Austin 31 25 3 14 39
Dallas. . oo o= 1 1 1
Denver_ e mmicaen 2 5 2
Little Rock... 2 2
New Orleans._. 6 e 4 2
Wichita. . el 3 3
Okfat City. 1 1
Western region.. - oeomoecemmmmeeeen 43 7 1 10 55 55
Honolulu, . 1 4
Los Angeles ..o oeooecneaaee 5 23 ) S 28 1
oenix 6 19 o 1 12 12
Porﬂand ........................ 2
.......................... 4 3 7
Salt Lake Gity. ... . 2 2
San Fi 22 A 8 3 18
Seattle 11 [ 1 7
0i0 — 1 I

Total 289 391 13 42 3z 335
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Memorandum to: Assistant Secretary for Enforcement, Tariff and Trade Affairs,
and Operations.
From: Assistant Commissioner (Compliance) CP:I1:0.
Subject: Progress Report—Internal Revenue Service Narcotics Traffickers
~ Project (NTP).
Attached are N'TP statistical summaries for Fiscal Year 1974 and a comparison
of pertinent NTP statistics with prior years operations. Similar reports showing
project accomplishments will be submitted on a quarterly basis.

Joun F, HANLON,
Attachments.

NARGCOTICS TRAFFICKERS PROGRAM (NTP)—SUMMARY OF TAX ASSESSMENTS

{Doliar amounts in millions]

Fiscal year 1972 Fiscal year 1973 Fiscal year 1974 Cumulative

Cases Amount “ Cases Amount Cases Ameunt Cases  Amount

Proposed assessments:

Seiected NTP Cases. cmvcmncrauan 7% $23.2 455 $26.6 570 $32.4 1,101 $82,2
Related cases [ S, 60 1.7 56 2.5 120 4.2
Total. e e e 80 23.2 515 28.3 626 34.9 1,221 86.4
Jeopard( assessments  (included
above, 35 18.8 83 6.3 22 9.0 110 34,1
Sponfaneous assessments: 5
Selected NTP cases: Termina-
HONS e oo 36 7 24 15.0 7 .9 67 23.6
Nonselected NTP cases:
Terminations- o —ecucaeueeee 542 22.5 1,780 46,9 1,362 38.5 3,684 107.9
Jeopardy. e ceee 34 .8 100 4,2 35 L3 169 6,3
Totale v e 612 3.0 1,904 66.1 1,404 40,7 3,920 137.8
Total assessments.—aa_ - - 689 54 2 2,419 94.4 2,030 75.6 5,138 224 2
Seizures (cash and property) : 8.9 14.3 e 81 s
Amgunts actually 7.1 10.9 e 165 oeam 24 5
Estimated value of assets under jevy
and seizure as of June 30, 1974 3.6

JOINT CASES—GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS AND CASE DISPOSITION, FISTAL YEAR 1974

Investi- Prosecution Withdrawal

Joint cases gations Fecom- recom- - Open joint  Tolal Total
Region . selected initiated mended mended cases ! indicted convicted
82 90 58 55 78 14 17
39 42 29 81 52 16 20
57 64 40 87 68 13 19

35 46 36 74 54 15

42 84 25 36 73 8
21 25 25 35 38 10
69 Sl 32 .80 93 12 1
345 412 245 418 462 86 88

. 1As of June 22, 1974,
Max 12, 1975

To: Assistant Secretary (Einforcement, Operations and Tariff Affairs).
From: Assistant Commissioner (Compham,e) CP:I1:
Subject: Progress Report—Internal Revenue Service Narcoties Traﬁﬁckers
Project (N'TP).
Attached are NTP statistics for the period July 1, 1974 to March 31, 1975.
: 8. B. WovLrs.
Attachment. :
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NARCOTICS TRAFFICKERS PROJECT—INTELLIGENCE DIVISION, GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS
AND CASE DISPOSITION, JULY 1, 1974 TO MAR. 31, 1975

R Prosecu- With-
Investiga- tion drawal
Cases  fions recom- recom- Total Total
Region selected initiated mended mended Open cases indicted convicted
Central. . oeoeooaeoooes 17 25 15 30 30 9 [
Mid-Atlantic.. 10 19 9 23 39 4 8
Midwest. ... 21 25 15 21 52 2 4
North-Atlantic__ 25 33 26 33 48 12 12
Southeast. ... 24 15 12 27 31 10 10
-Southwest. _—- 10 16 5 29 ) 3 3
WESIerN e e emeeem 39 41 16 37 75 7 7
Total.corooeaan 146 174 98 200 290 a7 50
NARCOTICS TRAFFICKERS PROGRAM (NTP)—SUMMARY OF TAX ASSESSMENTS
[Dollar amounts in millions}
N 3 . Fiscal year 1975
Prior periods Fiscal year 1974 (3d quarter) Cumuiative
Cases Amounts Cases Amounts Cases Amounts Cases Amouats
‘Proposed assessments:
Selected NTP cases. ypeaeccamaun 528 $49.8 570 1326.3 216 $8.4 1,314 $84.5
Related cases 64 17 56 2.5 35 1.0 155 5.2
Total e e e e 592 51.5 6.6 28.8 251 9.4 1,469 89.7
Jeopardy  assessments  (included
ahove). 25.1 22 9.0 3 2 113 34,3
-Spontaneous assessments:
Selected NEP cases: Terminations. 60 22.7 7 9 2 1 69 23.7
Nonselected NTP cases:
Terminations. .. cecmceacoeae 2,322 69.4 1,362 38.5 188 3.6 3,872 1115
Jeopardy. . cemeccmcamacaan 34 5.0 35 1.3 11 .2 18| 6.5
Total. oo oo 2,516 97.1 1,404 40.7 201 3.9 4,121 1417
. Total assessments....__.._ 3,108 148.6 2,030 69.5 452 13.3 5,590 2314
Seizures (cash and property). .o oo 22,8 . 9.1 18 .. 22.7
Amounts actually coltected. ... .. . 18.0 16.5 [ R, 34.5

Estimated value of assets under levy
and seizure as of

1 Amount previously reported ($32.4) adjusted to eliminate duplicated assessments,

2 Not available.

NARCOTICS TRAFFICKERS PROJECT—INTELLIGENCE DIVISION, GEOGRAPHIC DISTRIBUTION OF CASE WORKLOADS
AND CASE DISPOSITION, JULY 1, 1974 TO MAR. 31, 1975

tnvesti- Prosecution Withdrawal

Tota}

R Cases gations recom- recom- Open Total )

Region selected initiated mended mended cases indicted convicted
Central.. o ceeevel 17 25 15 30 30 S 6
Mid-Atlantic . 10 19 9 23 39 4 8
Midwest...... - 21 25 15 21 52 2 -4
North-Atlantic. . 25 33 26 33 48 12 12

h - 24 15 12 27 31 10 10
- 10 16 5 29 15 3 3

- 39 41 16 37 75 [ 7

m—————— 1146 174 98 200 290 47 s 50

T Tﬁé National Narcotics Case Selection Committee was discontinued as of the February meeting,
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Jory 16, 1976.
To: Deputy Secretary George Dixon.
rom: Commissioner of Internal Revenue.
Subject: Investigations of Alleged Narcotics Traffickers.

JUNE 30, 1976 STATUS

1. A recent review of the Service activity in the area of eriminal investigations
and prosecutions of allowed narcotics traffickers for tax violations revealed the
following data.

In the fiscal year ending June 30, 1976, the Intelligence Division initiated 171
new cases in this area. At the end of the fiscal year the Division had 205 cases
in active investigative status. This figure is a combination of cases opened in FY
1976 and cases initiated in previous years which were still open. In addition to
these active investigations, there was a total of 258 cases on which prosecution
had been recommended and which were being reviewed at either Regional Counsel,
the Department of Justice or the United States Attorney level. I should point
out that not all of these cases were recommended for prosecution in FY 1976.
In FY 1976 the Service obtained 49 indictments and 41 alleged narcotics traffickers
were convicted for income tax violations.

SIGNIFICANT CASES

2. The following are short summaries of some more noteworthy and significant
cases which have either been completed or are presently under investigation.
You will see in these examples the type of individuals we have encountered in
this area and the schemes used by them.

WILFORD K. PULAWA—HONOLULU DISTRICT

Pulawa has long been considered to be the head of all organized crime on the
Hawaliian Islands. He had been investigated a number of times by local, state and
federal agencies for many different charges including murder, white slavery,
extortion and narcotics trafficking. He was convicted on three counts of tax
evasion and three counts of subseribing to false returns. On May 20, 1975, Federal
District Court Judge Samuel P, King sentenced Pulawa to a total of 74 years in
prison. The judge had previously ordered Pulawa incarcerated immediately after
his conviction. This was the longest sentence ever handed down in a tax case. On
March 25, 1976 the 9th Circuit Court of Appeals ruled that Judge Xing had erred
in sentencing Pulawa on the false return counts. The court reduced the sentence
to 15 years which was still, of course, an extremely long sentence.

MANHATTAN DISTRICT

The Manhattan District recently submitted a report to Regional Counsel
recommending prosecution against a major narcotics trafficker and nineteen
employees of a major New York bank. The taxpayer is charged with subscribing
to false income tax returns for the years 1970, 1971 and 1972; and failure to file,
together with income tax evasion for the years 1973 and 1974. The nineteen bank
employees are charged with conspiracy in aiding the taxpayer in his attempt to
defraud the U.S. Government by exchanging small denomination bills for large
denomination bills (washing money). Each of the bank employees received fees
for services rendered and withhold submission of required reports as to large
currency transactions. In the Special Agent’s report the taxpayer is charged with
omitting income in excess of $780,000 for the years involved.

AUSTIN DISTRICT

The district received information from the Drug Enforcement Administration
in early 1975 indicating the existence of a large “community’ of narcotics smug-
glers and traffickers near the Mexican-Texas border who were showing sudden
dramatic increases in wealth, There were instances of individuals who were
penniless a few years before who are new buying $40,000 trucks and building
$100,000 homes. The district conducted some information gathering in the area
and was able to substantiate the DEA reports. By the end of the third quarter
of FY 1976 the Intelligence Division was able to initiate 16 investigations of
individuals suspected of being high-level traffickers and/or financiers. There

81-443 0—77—98
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was also a group of more than 70 cases which our Audit and Collection Divisions
began examining for civil violations with the good possibility that a number of
these could be referred to the Intelligence Division in the future for criminal
investigation. Some of those under investigation include corporate officers, bank
officials and nightclub owners. There are well-founded indications that a number
of public officials in the area, including judges and police officials, may be profiting
from the illegal narcotics traffic.

CLEVELAND DISTRICT

The district recently recommended prosecution against a prominent attorney
who is a known associate of individuals involved in the trafficking of narcotics in
the Midwest. The taxpayer owns and operates a money exchange which is allegedly
used to launder narcotics profits in that area. Estimated additional taxes based
%gzzh&unreported income by the taxpayer and his business are approximately
{ ,000.

PROCEDURES FOR EFFECTIVE USE OF DEA INFORMATION

3. In connection with the renewed emphasis in this program as expressed
recently by the President, the Intelligence Division will be receiving copies of the
Drug Enforcement Administration’s Class I Violators list on a regular basis.
The Division has esiablished a procedure for handling the names on the lists as
they are received. When the list comes in the names will be disseminated immedi-
ately through the appropriate channels to the distriet having jurisdiction over
the area where the taxpayer filed or should have filed a return. Each name will
immediately be made into an information item and given priority attention.
The Chief, Intelligence Division in the District will evaluate each item and take
one of three possible actions:

(a) He will make the taxpayer the subject of an active investigation.

(b) He will initiate an information gathering assignment as prescribed in
existing Service procedures. This will help him determine if the item has sufficient
potential to warrant an active investigation by Intelligence.

(c) If the item has no prosecution potential and, therefore, cannot be made
the subject of an Intelligence Division investigation, he will remove it from
information item status. He will do this by either closing the matter to the Division
files or by referring it to the Audit or Collection Division in the event that there
appears to be a civil violation under their jurisdiction.

n every instance where the District Chief, Intelligence has determined that an
individual should not be made the subject of an Intelligence Division investigation
he will notify the Director, Intelligence Division of that decision. This notification
will be in the form of a written report showing what disposition was made of the
information item and will include sufficient data to adequately explain why the
individual was not placed under active Intelligence investigation.

I look forward to discussing these matters with you Saturday morning,

Memorandum to: Deputy Secretary George Dixon.
From: Commissioner of the Internal Revenue.
Subject: High-Level Drug Leaders Tax Enforcement Project~—July Report.

INTELLIGENCE STATISTICS AS OF JULY 31, 1976

The Intelligence statistics for July were obtained by telephone from our field
personnel. As of June 30, 1976, we advised you that we had 205 cases in open
investigative status. Our open inventory on June 30, 1976 was actually 204
cases due to an inadvertent error in the compilation of the data. During the
month of July 1976, we opened a total of 24 new cases in the Intelligence Division.
Also during July, we closed 12 cases leaving us with a total inventory of 216
cases in active investigative status as of July 31, 1976.

AUDIT STATISTICS AS OF JULY 81, 1976

The following is a statistical summary of all returns in inventory and returns
closed in July having an illegal narcotics trafficking feature.

%3




127

Returns in

. progress, as of  Returns closed Refated tax

Region July 31, 1976 during July deficiency
central____._.. 135 8 88, 205
Mid-Atlantic b e 66 1 48,000
Midwest_..__ ... - 164 1 780
North Atlantic._ et mm e e 68 10 725,325
Southeast .o - 56 2 105, 193
SOUthWESt . oo e et e 66 15 77,284
Western e - 117 26 227,459
Total. 672 63 1,272, 251

! The mid-Atiantic region had 10 returns in process which were identified as DEA class 1 violators from the group of
DEA items which they received as a result of the interagency agreement,

FUTURE REPORTING

The Audit and Intelligence management information systems cannot produce
accurate statistical data for FY 76 on narcotics traffickers. Therefore, the statisti-
cal data for the June report dated July 16, 1976 and, this report, have been
determined by physical counts from the field offices. However, the Intelligence
Division has established a computer program and reporting system for the
High-Level Drug Traffickers Project which will provide a complete monthly
statistical breakdown including, on a distriet, regional and national basis, such
information as number of cases initiated, prosecution recommendations, cases
closed, cases in inventory, staff-days applied to investigations, amount of tax
and penalties recommended on prosecution cases and progress of cases through
Regional Counsel and the Department of Justice. Under the processing cycle at
the Data Center, this information is normally available on the 25th of each
following month. Therefore, as of September 30th, we should be able to generate
a comprehensive statistical report for the month of August. The Audit Division
has also developed similar procedures for a computer program and reporting
system. However, Audit is in the process of converting to a completely new
computer system, The completion of the conversion is expected within the next
three months. Manual reporting has been established as an inferim procedure.

NEW NARCOYICS PROJECT

Shortly after the signing of the Memorandum of Understanding by the Service
and the Drug Enforcement Administration on July 27, we received an updated
list of 375 Class I violators from DEA., We had received a list earlier from that
agency but since it contained inaccuracies which were discovered after the list
had been delivered, we were provided with a corrected list. After the list was
received it was broken down by district and forwarded to the Service Centers in
two groups. The first group of 209 ifems was mailed out on August 4 along with
a set of interim guidelines to be followed in processing the information. A second
group of 166 items was mailed out on August 10,

Service Center personnel were instructed to process the items, secure all perti-
nent tax returns and transcripts of account end forward them to the appropriate
districts for evaluation and action. A number of these items have already reached
the Chiefs, Intelligence at the district level. A breakdown of the items as they
were sent to the Service Centers is as follows:

Number of

Service center items

ADQOVer e e e e e 19
Atlanta o o . e e
AUSHIN e e
Brookhaven
CIneInnAb o o o e
SN0 & e
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The geographic allocation of the DEA items on a regional basis is as follows:

Region Items
North Atlantic_ o o e e e e e 44
Mid-Abtlantic. .o o e 51
Gt A e e e e e e e e e e 36
Southeast. o o e e 46
MEAWES e e e et e e e e 28
SOUL WS - o o e e 62
WSt eI - e e ———— 100
OT 0 e e e

O8] o e e e e e e e 375

The Intelligence Division guidelines that were issued to the field on August 4
instructed the Service Centers to handle the processing of the DEA items as a
priority matter. In addition the Chiefs, Intelligence at the district level, were
instructed to give the evaluation of these items top priority status. On August, 6,
1976, procedures for identifying all Audit Division narcotics cases and for report-
ing time applications by type of narcotics cases were issued to the field, effective
immediately.

Joint interdivisional meetings, coordinated by the Assistant Commissioner
(Compliance) staff, were held throughout the month and resulted in procedures
for the reporting that will be implemented for the tracking of DEA Class I viola-
tors. The Audit Division reporting will be fully implemented after the nationwide
conversion to the new computer system.

On August 16, a teletype was sent to all Assistant Regional Commissioners
(Intelligence) and all District Directors from the Director, Intelligence Division,
concerning the classification of cases on individuals in the illegal narcotics business.
The field was instructed that in addition to any cases in inventory or initiated on
identified DEA. Class I violators, all cases in inventory and subsequently initiated
involving high-level drug leaders and financiers which meet the case classification
criteria for SEP-1 (Racketeer) or SEP-3a (Strike Force), “should immediately be
reclassified as within the High-Level Drug Leaders Tax Enforcement Project.”
National Office Project Number 21 has been assigned to the High-Level Drug
Leaders Tax Enforcement Project.

When all of the reclassification has been completed, the distriets will input this
information into the Intelligence Division’s Management Information System.
From the time that this information is in the computer, we will be able to obtain
accurate statistics on the status of the project. On August 17, 1976, procedures for
the interim manual reporting of Audit Division narcotics returns inventories and
case closing results on a monthly basis were issued to the field.

On August 20, 1976, the Audit & Intelligence Divisions participated in a meeting
of numerous agencies in the Chicago DEA. office involving the concept of a field
integrated exchange group for coordinating activities against illegal narcotics
traffickers. It was decided to set up test exercises for bringing together enforcement
agencies (federal, state and local) to work on one subject and determine an
adequate plan. It was decided to pick an organization that DEA has not been
s1ceessful against, ard one which would have an impact on drug traffic. Chicago
and Miami were selected as trial cities for the new program. Follow-up meetings
will be held at the field level.

On August 25th the Acting Director, Intelligence Division, and the Director,
Criminal Tax Division, Chief Counsel, jointly issued a teletype to all Regional
Counsels, all Assistant Regional Commissioners (Intelligence) and all District
Directors regarding the policy to be followed in dual prosecution cases. This
teletype stated in part: ‘““The office of Chief Counsel (IRS) and the Tax Division,
Department of Justice, have agreed to entertain prosecution recommendations
involving taxpayers included in the High-Level Drug Leaders Tax Enforcement
Project previously convicted and sentenced to terms of imprisonment of up to five

ears.”” The policy is meant to be applied primarily to cases involving identified

EA Class I violators and is to be applied only on a case-by-case basis. However,
the teletype does advise that Regional Counsel will be available to discuss any
otlll_er cases in the project which the district feels should be included under that
policy.

In addition to these documents, the Service is drafting a manual supplement that
lays out in more detail how the project is to be administered and stresses that
these cases will have the highest priority. We have set a target date of September
30 for issuance of that supplement.
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SIGNIFICANT CASES

The following are short summaries of some of the more noteworthy and signifi-
cant cases or activities which were completed or under investigation during the
month of July.

Austin District

As we reported in June, the district is conducting a large scale project on
suspected narcotics smugglers and traffickers along the Texas-Mexican border.
Although there were no singularly significant items which oceurred during July,
the district reports that all the cases in Intelligence, Audit and Collection are
proceeding smoothly and additional targets are still being uncovered. The district
has been working with the Drug Enforcement Administration since the inception
o& the project and they advise that the relationship has been both harmonious and
effective.

Baltimore District

On July 29, 1976, special agents of the Intelligence Division arrested Suwan
and Rebecca Ratana, naturalized United States citizews, on one count of filing o
false federal income tax return for 1975. The district had been conducting an
investigation of the couple which covered & number of tax years. However, when
it became apparent that the couple was planning on leaving the country a com-
plaint was filed and an arrest warrant obtained. Ratana is considered to be a
large-scale heroin dealer in the Washington, D.C. area and, at the time of his
arrest, was listed as a Class I violator by the Drug Enforcement Administration.
For the one year included in the complaint, 1975, the couple claimed gross income
of $14,000 when they had made bank deposits of $669,000 in that year. The couple
had deposited over $750,000 in the first six months of 1976. They were also sus-
pected of using foreign bank accounts and at the time of the arrest only $60,000
remained in their bank account in Washington. Ratana was held in $250,000
cash bond. His wife was released on her own recognizance. The investigation is
still continuing on the other tax years involved.

Brooklyn District

In July, a case worked by the Brooklyn District was forwarded to the Brooklyn
Strike Force Attorney from the Criminal Tax Division of the Department of
Justice which concurred in the Intelligence Division prosecution recommendation.
The taxpayer is considered to be an associate of the Gambino organized crime
family and is alleged to be heavily involved in international drug traffic, The
ilnvestigation uncovered over $100,000 in unreported income for the years 1970 and

971,
SperEMBER 17, 1976.
To: Deputy Secretary George Dixon.
From: Commissioner of the Internal Revenue,
Subj(i’_gt: High-Level Drug Leaders Tax Enforcement Project-—August 31, 1976
eport

Qur last report dated September 2, 1976 set forth statistical data through
July 31, 1976. It also reported significant developments under the project through
the last week of August. Therefore, this report contains updated statistical data
for August and should be reviewed in conjunction with the July report.

INTELLIGENCE DIVISION

Project Statistics

On August 16 the field was instructed that in addition to cases on DEA Class I
violators, all cases in inventory and subsequently initiated involving high-level
drug leaders and financiers which meet the classification criteria for SEP-1
(Racketeer) or SEP-3a (Strike Force) should be reclassified as within the nar-
cotics project.

The following summary represents those cases reclassified under the guidelines
of the High-Level Drug Leaders Tax Enforcement Project:
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. Classification
Total project
Region cases  DEA-Class | SEP-1 SEP-3a

North AtlantiC. . o oo e e e e e ee 21 0 0 21
Mid-Atlantic 30 1} 23 7
Central__. 17 0 17 0
Southeast. 24 3 [1] 21
Midwest. e 24 0 21 3
Southwest .o o 42 4} 35 7
Western_ ... 48 0 46 2

Totala e oo e e 206 3 142 61

Ag pointed out in our July report, the lists of DEA Class I viclators were sent
to the Service Centers in two groups; 209 on August 4 and 166 on August 10.
The Service Centers were to secure all pertinent tax returns, research and obtain
transcripts of account, and forward the packages to the appropriate districts for
evaluation. The Service Centers have processed those ifems on a priority basis.
Many of these items have reached the districts and most are under preliminary
evaluation to determine criminal potential. The districts have established liaison
with local DEA officials and are obtaining additional information at that level.
Non-Project “Pipeline"” Cases

All cases on identified narcotics traffickers as of June 30, 1976, which were in
review above the district level, are not included in the High-Level Drug Leaders
Tax Enforcement Project. However, our management information system will be
able to track these cases monthly, starting with the September report.

The following sets forth the status of these “pipeline’” cases as of June 30, 1976:

Number of

caaes
Regional counsel . . . o e 79
Department of Justice . . . e 68
U.S. Attorney e o o e e e 148
ot e e e e e e e 295

Our June report reflected 258 cases in this category. This was due to an inad-
vertent error in the compilation of the data.

AUDIT DIVISION

The Audit Division’s closing process has been delayed in a number of districts
because of the nationwide conversion to a new computerized inventory control
system. The statistics reflected for August 31, 1976 are the best obtainable during
this conversion. The conversion process will continue to affect various districts
through the end of November.

NoveEMBER 2, 1976.

To: Deputy Secretary George Dixon.
Froin: Commissinner of Internal Revenue.
Subject: High-Level Drug Leaders Tax Enforcement Project—September 30,
1976 Report.
INTELLIGENCE DIVISION

Project Statisiics

The following summary represents all project cases in inventory as of Septem-
ber 30, 1976:

Open investigations DEA class | Other Total cases
Beginning of period.... S, 3 203 206
{nitiated_. - - 26 12 38
Completed_.. — 17 17
End of Period.. o o e e 29 198 227

Of the 17 cdses completed, 10 were forwarded to Regional Counsel with recom-
mendations for prosecution.
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Intelligence statistics are extracted from a computer tape generated at our
Detroit Data Center which is received at our National Office arournd the 25th of
the month. Audit Division civil statistics are obtained manually by contacting
our districts. Allowing time to extract narcotics case data from the computer tape
and assembling the statistics in schedule form, it is anticipated that our monthly
activity report on narcotics cases will be ready at the end of each month for the
proceeding month. A Manual Supplement relating to the High-Level Drug
Leaders Enforcement Project is in the process of final review. When approved and
fully implemented, the Service will have the capability of furnishing compre-
hensive statistics, includihg assessments and collection data on a more timely

" Lasis.,

The following summary reflects the status of the 375 Class I violators provided
tousby DEA:

Total received to date . e e e ae 375
Closed to:

Criminal investigation ... el 29

Audit division_ e 51

Colleotic iVESION . o e e e e 5

Bl e e e 19

In process as of Sept. 30, 1976______. e e e e e e e e 271

As shown, 75 of the 375 Information Items processed were referred to Audit or
Collection or closed to the files aftei’ evaluation as having no criminal potential.
The Briefs, Intelligence Division, will furnish reports to the Director, Intelligence
Division, explaining why subjects classified as DEA Class I violators were nof
selected for criminal investigation. These reports will be reviewed on a case-by-case
basis in order to: (1) evaluate the quality of the information being received from
DEA and; (2) establish a more meaningful basis for discussion with DEA head-
quarters on the type of cases they are selecting in order to improve their selection
criteria for the DEA, In our subsequent reports we will summarize the results of
these reviews.

Non-Project “Pipeline’’ Cases

All cases on identified narcotics traffickers as of June 30, 1976, which were in
review above the distriet level are not included in the High-Level Drug Leaders
Tax Enforcement Project. The following sets forth the status of these “‘pipeline”
cases as of September 30, 1976:

Regional counsel:

Beginning of period. . e 79
Declined o e e e 6
Forwarded . oo e e e e 15

Endof period. - e 58

Department of Justice:

Beginning of period. e 68
ReceiVed o o e e e e e 15
Dechined . . e e 2
Forwarded . .o e e e 9

End of period - o o oo e e 72

U.S. Attorney:

Beginning of period - . e 148
ReCeIVEA e o e e e —————— 9
Declined . o - o e e 4
Completed. . o e

Acquittal 3
Dismissal 1
SeNteNCE - - o o e e e 9
Other o o e e e e 1
End of period . . e e e 139

Significant Developments

At the request of DEA, we will be providing training in the area of financial
investigations. It is anticipated that DEA will provide us with necessary training
relative to statute provisions under their jurisdiction.
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In addition to our close Haison with DEA, we have been receiving excellent
cooperation from the U.S. Customs Service. Customs recently began providing
to us information on all monetary seizures in excess of $5,000 and has tentatively
agreed to provide information on all seizures of narcotics and other contraband
exceeding $10,000 in value. Additionally, the exchange of Currency Transaction
Reports (Forms 4789) and Reports of International Transportation of Currency
or Monetary Instruments (Forms 4790) between us and the Customs Service
has been initiated.

As stated in previous reports, field intelligence exchange groups (FIEG) have
been implemented for coordinating activities against illegal narcotics traffickers.
On September 22 and 24, meetings of the FIEG were held in Chicago and Miami
respectively. The Chicago meeting was held to discuss the progress of the Chicago
pilot project. The Miami meeting was held to establish the second pilot project.

An impending problem involves the effectiveness of our summons authority
after provisions of the Tax Reform Act of 1976 become effective on February 28,
1977. At that time, after issuance of a summons to a third party record keeper
the Service is required to mail the taxpayer a notice of the summons within 3
days after its issuance, and to defer examination of the records summoned for
14 days, during which time the taxpayer has the right to notify the third party
record keeper (and the Service) that the summons should not be complied wiih.
Thereafter it becomes incumbent upon the Service to pursue summons enforce-
ment proceedings in the courts and the taxpayer is given standing to intervene
in such proceedings. '

We estimate that 709, of the 36,000 summonses issued yearly by special agents
are directed to third party record keepers. Because most taxpayers avail them-
selves of counsel when placed under criminal investigation, it is expected that
at least 509, of these summonses will be subject to intervention.

‘Whereas it is estimated that 500; of third party record keeper summonses will
be subjected to intervention, it can be anticipated that a much higher percentage
of ruch summonses involving narcotics traffickers (and other racketeers) will be
suk jected to intervention. Defense attorneys will certainly use this legal maneuver
affectively to prolong and frustrate ongoing criminal tax investigations.

AUDIT DIVISION

Aftached are the Audit Division’s statistics relative to the narcotics project
for the period ending September 30, 1976.
Attachment.

NARCOTICS PROGRAM AUDIT DIVISION STATISTICAL DATA AS OF SEPT. 30, 1976

Returns

Returns In  closed from  Proposed de- Returns Proposed

process as of audit for  ficiencies for  closed from deficiencies

Sept, 30,1976 month ended month ended audit since  since July 1,

Reglonal offices Sept. 30,1976 Sept. 30,1976  luly 1, 1976 1976
Central. e oo e 167 0 0 ] 96,833
Mid-Atlantic . e ovavamiinme o aaean 86 3 20, 015 5 68,015
Midwest._..__ 118 13 9,078 18 20,018
North Atlantic 128 2 3, 551 23 1,484,817
Southeast. .. 66 6 124,120 19 371, 560
Southwest.. 65 13 29, 569 35 140, 044
Western 359 6 24,182 39 349, 761
Total oo 990 43 210, 525 148 2,531,048

Question 8. You mentioned in your testimony that TRS requested a supplemental
appropriation of $20.6 million which was turned down by OMB on June 15, 1976,
which would have provided the resources which you require to adequatelly fulfill
your responsibility to implement the President’s recent message on narcotics.
Of the 982 positions whieh it would have funded, how many of the slots would
have been specifically devoted to the NTTP? Is it true that in previous years
you were able to transfer resources from the NTTP to other special enforcement
programs and thus OMB did not feel that there was any guarantee that the
fun-i which you requested would be used for the programs which the President
and the OMB advocated in both the White Paper and the message to the Congress?
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In addition, you mentioned that last year the IRS special agent corps was reduced
by 10 percent, roughly 200 agents. How many of these agentsw ere involved
in work related to NTTP?

The $20.6 million fiscal year 1977 Budget Amendment, which OMB turned
down on June 15, 1976, basically was an appeal by the Service to have its fiscal
year 1976 staffing levels restored. This step was necessary to restore balanced
coverage within the Service’s general tax administration program because Service
support of the President’s initiatives combatting both high-level drug trafiicking
and sophisticated corporate fraud required substantial diversions of_ already
thinly-spread General Program staffing, This Amendment would have funded
982 average positions service-wide and 387 average positions in Intelligence,
a figure which included 200 special agent/criminal investigator average positions.

Of the 982 positions which would have been funded, the Service, based on an
estimated annual program level of 500 investigations and historical experience
data on staffing applied to narcotics traffickers investigations, estimated that
890 average positions, at a cost of $20.1 million, would be applied to the NTTP,
‘Without this supplemental appropriation we will provide resources to investigate
the 500 cases but as a diversion from the general enforcement program.

In disapproving this Budget Amendment, OMB repeated the same rationale
which was used to justify their reduction of the Service’s original fiscal year 1977
budget request. The OMB reductions, which significantly impacted upon the
Intelligence Division, were rationalized as follows:

(1) The Narcotics Traffickers Program had been discontinued;
(2) Productivity increuases were anticipated; and
(3) The Information Returns Program matching percentage was reduced.

The Service, however, has consistently maintained that criminal and civil
tax enforcement against major narcotic traffickers was not eliminated. Even though
the Service did restrict the “street’” level aspects of the fiscal vear 1975 and
subsequent programs to eliminate potential abuses of taxpayers’ constitutional
and procedural rights and to comply with changes in jeopardy and termination
assessment procedures mandated by court decisions, the Service has continued
to devote significant resources to attacking high level narcotics traffickers as shown
by the following tabulation:

Fiscal year—
1872 1973 1974 1975 1976
Resources earmarked in budget for
narcotics program: |
Average positions (includes fech-
nical and nontechnical positions)... 250 739 779
_ Dojlars (millions), . m s smecmmmao e §7.5 $12.9 319.7 e
Estimated resources applied to narcotics
program:
Average positions. . oo 495 878 939 601 512
Dollars (MillioNS)e c o e comm e meamem $10.5 $19.8 $22.4 $13.0 $12.1

Funds earmarked for N'TP were not only fully utilized every yeer, but additional
funding was also diverted from other Service programs. Although the Service's
budget submissions for Fiscal Years 1975 and 1976 did not specifically earmark
funds for NTP, resources were still committed and significant results were ob-
tained as shown below:

Fiscal year—
Particulars ) 1975 1976
Investigations completed. ..o e mcccda e cem v meaenaaam—— 398 1326
;.-':v Shgrn sm. o 136 111
fictments. . 81 56
Convictioas - 83 51

1 Includes 9 cases closed for lack of resotirces.
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Finally, the spx;acial agent staffing reduction of approximately 200 staff years
relates to Fiscal Year 1977. If the Service’s fiscal year 1977 Supplemental Budget
Request, which is currently pending at OMB, is not granted, the reduction of
200 special agent staff years will be met through attrition. Because our commit-
ment to effective criminal tax enforcement against narcotics traffickers will be
continued to the extent possible, a further diversion of scarce General Program
resources will result.

To summarize:

(1) The 982 average positions requested in the Service’s fiscal year 1977
Budget Amendment, rejected by OMB, were necessary to replace staffing
diverted from the Service's general tax enforcement }i\ll'ogmms.

(2) The Service has not transferred earmarked NTP funding to other
program areas. To the contrary, additional General Program resources were
committed prior to the required revision of the “street” level portion of NTP
in fiscal year 1975.

(8) If the fiscal year 1977 Supplemental Budget Request is not granted,
the Service will divert General Program staffing, to the extent possible, in
order to mount an effective, continuing campaign against high level narcotic
traffickers/tax evaders.

Question 4. Can you summarize for the Committee the commitment in re-
sources to the NTTP program for the years 1972 through present, and the return
to the Treasury of funds which were products of NTTP cases? Specifically, what
are the figures for assessments and collections under NTTP from 1971 to present?
I realize that some of th: information may be similar to that included in your
response to question 2, but the Committee is particularly interested in how many
investigations were undertaken, where the names which were investigated came
from, what level trafficker these individuals were, and what disposition their
cases received. You have stated that you were concerned with the abuse of the
IRS role by those who directed that it be used for improper purposes.

You specifically were concerned over using the IRS “to get the cash off the
streets”’ which resulted in the pursuit of low level dealers and traffickers. What
percent of the cases currently in the investigative and prosecution pipeline are
Class I offenders? How often has the IRS used the Administrative summons by
year? What is the current policy of the IRS with respect to invoking jeopardy
assessments, tax year terminations and Administrative summons? Does the IRS
feel that it is capable of intervening in a case when invited by DEA or other en-
forcement agencies when a suspect is arrested and has in his possession a large
sum of cash? What policy guidelines were issued as a result of the Laing and Hall
decisions by the Supreme Court, and by the passage of Section 1205 of the Tax
Reform Act of 1976, PL 94-455?

Response. The Narcotics Traffickers Project (NTP) was established in July
1971 with the creation of the NTP Case Selection Committee (CSC). Separate
reporting of N'TP statistics was ended when the NTP was continued as part of
the regular Service programs as of July 1, 1975. We have reconstructed the
statistics on fiscal year 1976 criminal prosecutions, but have not undertaken the
effort needed to develop FY 1976 statistics on recommended assessments and
collections. Our new reporting system will 2apture these statistics for fiscal year
1977 and future year.

TECHNICAL STAFF YEARS INCURRED UNDER NTP-—FISCAL YEARS 1972-75

o Technical Total costs
Division staff years {million)
intelligence. ... —— 1,131 $39.8
Audit. R 801 24.5
Colleetion. e e e 68 1.4
Totel. . 2, 000 65,7
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Summary of recommended assessments and revenues collected under NTP* in fiscal
years 1972 and 1975

1. Recommended assessments by Audit Division: Million
1972 60 1975 e e $246. 4
1072 e e 54,2
1078 e e 94. 4
Y074 e 69. 5
107 e e 28. 3

2. Revenues actually collected:

1972 0 1975 e e 38.3
107 e e e e 7.1
1978 e 10. 9
1974 e 16. 5
1975 e e e e 3.8

*The above statisties do not include cases which are pending in the prosecution pipeline
or other cases which are pending civil action.

SUMMARY OF INTELLIGENCE DIViSION ACTIVITY UNDER NTP—FISCAL YEARS 1972-76

Fiscal year—
1972 1973 1974 1875 1876
Narcotics trafficker cases selected_...... 791 831 421 1225 1237
nvestigations completed._._..._ 143 503 663 398 7326
Prosecution recommendations. . . 56 215 245 136 111
ndictmemts. oo ceimmenacaan 23 96 86 81 56
Convietions . coe cceeoe i eeecccecan 7 44 88 83 51

1The National Office NTP Case Selection Committee was disbanded on Feb, 4, 1975, All of the NTP cases investigated
during fiscal t?'ear 1972-74 ware identified and selected by the GSC, Of the 225 cases selected during fiscal year 1975, 99
were selected by the CSC. None of the 237 cases selected during fiscal year 1976 were selected by the CSC.

2 Includes 9 cases closed for fack of resources (before existing guidelines relative to cases closed for lack of resources),

Under the NTP, both ‘“‘upper level and mid-level” traffickers met the criteria
for investigation. In addition, less important narcotics traffickers were included
as NTP targets when it could be shown that they may not have complied with
the internal revenue laws, and the proposed investigative activity would be part
of a specific plan to identify and investigate individuals meeting the “mid and
upper-level” criteria. However, once these individuals became the subject of
investigation they lost their identity in our Management Information éystem
(MIS) as to their level of involvement.

As to where the names came from for consideration by the CSC, many origi-

nated with DEA. But many also came from the initiative of our field agents
through their liaison with local law enforcement authorities. Again, onece an
individual was selected for investigation under the NTP, our MIS no longer
differentiated the original purpose for selection. .
* Qur concern with the former NTP specifically dealt with the application of
our powers to terminate a taxpayer's tax year and to seize a delinquent tax-
payer’s property to satisfy an assessment. We know that in the past there were
applications of these powers in the pursuit of narcotics traffickers without adequate
evidence of tax liability. The use of our termination powers met with strong
judicial and public criticism in some cases. As a resulf, the Service has revised
its policy and procedures in curtailing the use of these powers.

The judicial eriticism culminated in the recent Supreme Court decisions in
Laing and Hall, The court said that a taxpayer suspected of being a narcotics
trafficker and who was subject to a termination, is entitled to certain procedural
safeguards which include the right to petition the Tax Court for a redetermination
of the tax liability. These decisions have brought about recent revisions in our
policy statements dealing with spontaneous assessments. These new policy
statements (attachments to Response 1) will again be receiving some technical
changes as s result of the Tax Reform Act of 1976. Their formulation will be
completed prior to the effective date of the new law (3/1/77).
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It must be pointed out that the judicial criticism was launched at those instances
where there was little, if any, substantiation of the assessment. Therefore, most
of the abuses were a result of those termination assessments on individuals
involved in narcoties but not individuals targeted by the CSC for Intelligence
Division investigations. The following figures reflect the relatively few instances
where terminations were applied to targeted NTP cases:

Recommended
Number of  assessments
cases (million)

Termination assessments:
ANt CaSES e e e e o e e e m e o 69 $23.7
NONtarget CaSES oo e e e e e e vm it o e e e 3,930 114, 2

We are in favor of an amendment to 21 U.S.C. 881 which would provide for
the forfeiture of cash derived and used in the illegal drug business. To compliment
this provision, we could utilize our termination procedures in cases where the tax
liability can be calculated with a reasonable degree of accuracy.

Under the Tax Reform Act of 1976 (effective 3/1/77), when we issue a summons
to a third party record keeper, the Service is required to mail the taxpayer a
notice of the summons within 3 days after its issuance. We are to defer examina-
tion of the records summoned for 14 days, during which time the taxpayer has
the right to notify the third party record keeper (and the Service) that the sum-
mons should not be complied with. In those instances where the right is exercised,
it is incumbent upon the Service to pursue summons enforcement proceedings
in the courts and the taxpayer is given standing to intervene in such proceedings.

We estimate that 70 percent of the 36,000 summonses issued yearly by special
agents are directed to third party record keepers. It is expected that at least 50
percent of these summonses will be subject to intervention. However, it is antici-
pated that a much higher percentage of such summonses involving narcotics
trafickers (and other racketeers) will be subjected to intervention. Defense
attorneys will most certainly use this legal maneuver to prolong and frustrate
ongoing criminal tax investigations.

As of September 30, 1976, there were 227 Intelligence Division cases under the
High-Level Drug Leaders Tax Enforcement Project of which 29 are Class I
violators. It should be noted that we are still evaluating 271 Class I violators for
possible inclusion under our tax enforcement project.

Question 6. You have stated that in those regions where there is a significant
NTTP case load you have a special unit with personnel assigned. What regions
have a special unit and what level of resources in personnel are assigned to these
special offices? In 1971 when the NTTP program was established, special personnel
were selected for the program and were given special training, Do the people
whom you consider involved in the NT'TP either in a special unit or within the
special enforcement division, receive special training? How would the creation
of a special unit which could be identified as NTTP or in your words, Drug
Leaders Tax Enforcement Project, do violence to the overall work of IRS? Could
the abuses of the past not be corrected through administrative orders? Without a
special unit within IRS, how is the Congress able to make the priority decision for
IRS and determine what level of resources should be assigned to NTTP?

Response. The following districts have an identifiable group working narcotics
cases:

1. Detroit 8. Manhattan
2. Los Angeles 9. Brooklyn
3. San Francisco 10. Chicago

4, Baltimore 11. Milwaukee
5. Newark 12. St. Louis
6. Philadelphia 13. St. Paul

7. Jacksonville (Miami office)

The typical group is composed of a Group Manager, grade 13/14 and from 10
to 12 special agents, with an average GS 12 grade and has access to the Audit and
Chief Counsel offices for assistance. These groups handle all narcotics cases in
inventory, but they also work Strike Force (where appropriate) and other Special
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Finforcement cases. (IRS “Special Enforcement’’ cases include all persons engaged
in organized crime (racketeering and Strike Force activities under the Joint
Agency Strike Force Program), high-level drug trafficking, and gambling as well
as Department of Justice interest cases.) However, as our efforts in the High-
Level Drug Leaders Program espand, we feel certain that there will be some
district groups investigating exclusively high-level drug leader cases.

In the former Narcotics Traffickers Program, experienced high grade special
agents were initially identified for assignment to N'TP groups. As the program
progressed, a team leader concept was used in some districts with extensive work-
load. The leader was an experienced agent who would coordinate and direct the
investigations. Eventually, the staffing and grade structure of the NTP group
was commensurate with general program groups.

The “‘special training’’ referred to for agents involved in the former Narcotics
Traffickers Program consisted of a three-day seminar on the guidelines and
procedures for implementing this program. Other subjects included how cases
would be selected by the NTP Target Selection Committee, and the urgeney of
the program. Approximately 200 IRS agents attended these sessions. At that
time, there may have been a need for this type of orientation training because
the Narcotics Traffickers Program was newly established. Our present program is
a continuation and expansion of the eriminul investigative and audit examination
aspects of the prior program (i.e. those aspects aimed at high-level drug violators
which were not judicially or legislatively barred). Accordingly, many IRS special
agents have gained additional experience by investigating criminal tax violations
by high-level drug leaders, racketeers, and strike force subjects. Therefore, they
have the requisite financial investigative expertise for investigating high-level
drug leaders with complicated, intricate operations devised to conceal income.
Special agents also receive training that provides them with knowledge of the
concept and application of the use of indirect methods for establishing income.
This training consists of Basic Income Tax Course, Treasury Law Enforcement
School and Special Agents Basic School (SABS).

A substantial part of this six week SABS training includes instructions in the
“net-worth” method of proving unreported income by tracing the flow of cash and
unreported income and developing documentary evidence (more details on the
net-worth technique are included in the attached Manual Supplement MT
9900-26). This indirect method of reconstructing income is especially applicable
to cases involving high-level drug leaders who gencrally deal in substantial
amounts of cash and have no books or records or a permanent base of operations.
The net worth method of reconstructing income can also be appropriately applied
to general fraud program investigations of taxpayers with inadequate or no
books and records. In conducting criminal investigations of high-level drug leaders,
special agents are joined by high-grade experienced revenue agents, examining
officers (from the IRS Audit Division) with expertise in accounting skills, in
tracing and uncovering unreported income from illegal drug trafficking or other
illegal sources. Because of the above factors, at this time we do not feel that
there is any need for IRS agents to receive “special training” like the three day
seminar referred to above, for investigating cases. Of course, to the extent that
any need for additional training becomes apparent, we would arrange for the
necessary training.

With respect fo whether there should be a special National Office Unit to
run this program the Service does not believe that such a unit is necessary to
permit the Service to carry out a program aimed at high-level drug leaders. The
Internal Revenue Service has established a High-Level Drug Leaders Tax
Enforcement Program and developed interim guidelines and procedures for imple-
menting this program (interim until the IRS Manual Supplement, now in prepara-
tion, spelling out more details, is issued). In addifion, the IRS and Drug Enforece-
ment Administration (DEA) have entered into an agreement, known as a Memo-
randum of Understanding, that delineates and clarifies the responsibilifies of these
two agencies participating in this joint effort. These actions by the National
Ohf}‘ice will ensure that our field offices recognize the importance and significance of
this program.

IRS 1gs basically a decentralized organization (an organizational chart of the
Service is attached). This means that field officials are responsible for the conduct
of investigations. In difficult investigations, such as those involved in this program,
close cooperation between functions (i.e. between audit, collection and intelligence)
at the distriet level is essential to efficient and expeditious processing of eriminal
cases. In addition, district directors can best cope with the conduct of criminal
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tax violations of individuals involved in the High-Level Drug Leaders Tax En-
forcement Program because they are in the best position to establish close working
relationships with DEA Regional Directors within their jurisidictions. Further-
more, control of resources, personnel, techniques, ete., requires authority and
accountability and responsibility, which are in the province of the district directors.

In this connection, the IRS National Office gives overall direction and cor.trols
the overall resources committed to the High-Level Drug Leaders Tax Ernforce-
ment Program, but the specific assignment of resonrces to this program is under
the control of the districts.

The National Office also has the responsibility of maintaining liaison with the
Drug Enforcement Administration, Department of Justice, Treasury and other
interested Federal agencies. Notwithstanding the Service’s decentralized organi-
zation, the National Office will continue to closely monitor the progress of the
high-level drug leaders cases to ensure proper emphasis is being given by all
concerned.

Although the Service does not have a special National Office unit concerned
solely with the High-Level Drug Leaders Tax Enforcement Program, the Service
does have project coordinators assigned to assist management in monitoring the
progress of the High-Level Drug Leaders Tax Enforcement Program. The project;
coordinator for the IRS Intelligence Division is a special agent experienced in the
conduct of criminal tax investigations of high-level drug leaders. Similarly, the
Audit Division project coordinator is a revenue agent experienced in conducting
civil examinations of hixh-1 ;vel drug leaders. It should be noted that those project
coordinators are primarily involved only with Special Enforcement Program type
projects and are not concerned with general fraud type of investigations.

‘We think that the present IRS structure for implementing the High-Level Drug
Leaders Tax Enforcement Program can produce a more effective enforcement pro-
gram and avoid the possible abuses that could arise from the creation of special
units for this project. We also believe that Congress will be able to make the
priority decision for IRS and determine what level of resources should be applied
to this program.

To accomplish this, the Service has established a separate project number to be
assigned to all high-level drug leader cases—Class I DEA and High-Level Drug
Leuders identified by IRS—falling within this program. In this manner, the
resources applied to the High-Level Drug Leaders Tax Enforcement Program can
be determined. All program activity can be tracked through this comprehensive
multi-functional system—starting with identification of high-level drug leaders for
inclusion in this project, through the initiation and completion of criminal investi-
gations, results of prosecutive action and of court action and sentencing. This sys-
tem has the capability of providing information on the investigative or prosecutive
status of any specified high-level drug leader included in this project. This system
also tracks the resources applied by revenue agents of IRS Audit Division partic-
ipating in joint criminal investigations with special agents of the IRS Intelligence
Division and civil examinations of all high-level drug leaders included in this
program.

In particular, the following Servicewide activities on the High-Level Drug
Leaders Tax Enforcement Program are included in this comprehensive multi-
functional system developed for monitoring the progress of IRS efforts in this
area:

1. Resources applied (for Class I DEA cases and High-Level Drug Leaders
IRS cases, separalely and combined) —These resources include: (a) special agent
staff years applied in the conduet of criminal investigations of tax violations and
revenue agent staff years applied in the conduct of joint criminal investigations
(with the IRS Intelligence Division) and civil examinations and (b) non-technical
staff years (clerical, management, and administrative).

2. Criminal Tax Fraud Operaiions and Resulis (for Class I DEA cases and
High-Level Drug Leader IRS cases, separately and combined).—Results of criminal
tax fraud operations from the receipt of an information item, through the investi-
gation and prosecution process, to court action and sentencing.

3. Civil Tax Case Results (for Class I DEA cases and High-Level Drug Leaders
IRS cases, separately and combined).—Results of civil examinations of returns
closed by examiners, District Conferees (within the Audit Division), and Appellate
Conferees and cases tried in the Tax Court. Results also include the taxes and
penalties initially recommended and sustained at the level the case was closed,
and amounts of tax and penalties assessed and collected.
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4. Results of Jeopardy and Termination Assessments.—Jeopardy and Termina-
tior of Tax Year Assessments are tools available to the Service when collection
of the tax is in jeopardy. These are powerful tools which are used only in excep-
tional circumstances and always with discretion in strict accordance with the tax
law and regulations.

Jeopardy and Termination of Tax Year Assessments usually occur during and
not at the close of an examination. Results include initial assessment determina-
tions and final assessment determinations made after the cases are closed by the
IRS Audit Division.

8. Inveniory of Criminal Taz Cases (for Class 1 DEA cases and High-Level Drug
Leader IRS cases, separately and combined).—Inventory of criminal investigations
at the IRS Intelligence Division level, and inventory of cases recommended for
prosecution at the IRS Regional Counsel, Department of Justice, and U.S.
Attorney levels.

6. lnventory of Civil Tax Cases in process.—Inventory of tax returns in the
examination and administration and administrative appeals process from examiner
level through District Conference (within the Audit Division), Appellate and in
the Tax Court. Civil tax matters will normally be suspended until disposition of
the matter; therefore, the inventory will indicate the number of returns held in
suspense pending criminal actions.

Although the Service’s position that a special National Office unit is unnecessary
is based primarily on the Service’s present organizational structure and the belief
that the program can be carried out quite effectively within that sturcture, it
should be noted that when the Service altered this structure in the past, significant
problems have arisen. The creation of & special unit of this type for this program
could seriously hamper the effective tax enforcement against high-level drug
leaders. Some of these problems arose as a result of the formation of the NTP
Target Selection Committee, which was made up of representatives from the
IRS National Office as weil as from several participating agencies. The district
offices submitted their recommendations for the identification of targets to the
Committee and the Committee deliberated on these recommendations. However,
narcotics traffickers identified by the Committee for investigation were not always
as significaut as those that could have been identified by the districts themselves
without going through the Committee for necessary action. -

To summarize the IRS response to this question, the IRS believes that the
problems that could be engendered by the establishment of a special National
Office unit for the High-Level Drug Leaders Tax Enforcement Program on balance
outweigh the advantages of such units. The Service believes that the guidelines
and procedures developed for implementing this program will accomplish the
following objectives:

(a) provide an effective enforcement program through appropriate criminal
tax investigations and civil examinations. .

(b) monitor the progress of this project through the development of a
comprehensive multi-functional system that provides data on Servicewide
resources applied and results of criminal investigations and civil examination
made on individuals included in this project.

(c) ensure efficient use of IRS resources employed in this project.

(d) ensure that IRS resources will be employed in cases concerning tax
violations which are within the enforcement jurisdiction of the Service;
an

() maintain proper control in the IRS over the use of its resources in
the High-Level Drug Leaders Tax Enforcement Program. .

Of course, the Service continues to evaluate its performance in this high pri-
ority program and will make appropriate changes needed to accomplish a more
effective enforcement program against high-level drug leaders.
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Tax Cases (Evidence and Procedure)

322

Distinguishing Between Accounting Systems,
Accounting Methods, and Methods of Proving
Income—Cont.

system,” “‘accounting methods,” and “methods of prov-
ing or determining income.” It is not unusual to hear
reference made to the net werth and expenditures
method as a method of accounting when in fact it is a
method of proving income by circumstantial or indirect
evidence.!

(2) There are two bagic accounting systems, the
single entry and the double entry system, but there are
various methods of acounting, such as cash, accrual,
hybrid, installment, and long-term or completed contract
methods, The usual methods of determining or prov-
ing income are specific items, net worth, expenditures,
bank deposits, and percentage methods.

(3) Taxable income must be computed, for purposes
of criminal prosecution, under the accounting method by
which the taxpzyer regularly computes his income.? The
reason for this is given in the Morrison case (note 2):

“In this criminal proceeding it was necessary (o establish not
only lhat the tax liabilitics here were understated, but that
the was attributable, at least in part, to the
fact that the taxpayer's returns were not honestly prepared.
Proof of the latter fact could only be accomplished by
adopting and consistently applying the taxpayer's own
method of accounting.”

(4) If no method of accounting has been regularly
employed or if the method employed does not clearly
reflect income, the computation shall be made in ac-
cordance with such method as, in the opinion of the
Commissioner, does clearly reflect income.® .

323
Specific item Method of Proving Income

(1) In a specific item case, the Government tries to
prove that the specific transactions in which the taxpayer
engaged during the year were not completely or accu-
rately reflected in his income tax return, with the result
that his income tax liability was understated, and that
such understatement was wiilfully made. This method of-
fers the most direct method of proviog unreported in-
come. It is casier than other methods to present in court
and is readily understood by jurors.

{2) Omitted income, fictitious deductions, false ex-
eriptions, or false tax credits in their broadest concept
ar: the means whereby taxes may be evaded.

(3) Omitted income results from failure to report any
of the numerous items of taxable income expressed and
imlied in the Internal Revenue Code. In the examina-
tio 1 of merchant taxpayers the item of omitted income
mcst frequently encountered is sales revenue and, in the

Bec. 322
1Holland v, U.S., supre (sectlon 821, note 1),
$Morricon v, U8, 270 P 33 l (mq). li—! UBTO 38T
526 USC 448 - . .

81-443 O - 77 - 10

case of individuals, saladies, dividends, commissions,
gains from the sale of properiy, and fees.

(4) Usually a deduction which is considered fraudu-
lent takes the guise of a fictitious purchase of merchan-
dise or a fictitious expense. However, it could be any
fictitious deduction or exemption fraudulently claimed as
allowable under the authority of the Internal Revenue
Code.

324
Net Worth Method of Proving Income

324.1
Introduction

Next to the specific itern method, the net worth
method is probably the most frequently used way of
proving taxable income in civil and criminal income tax
cases, There is nothing complex in the theory of the
method. It involves a determination of the taxpayer's
net worth (assets less liabilities) at the beginning and end
of a taxable year, computing the increase or decrease in
net worth, and then adjusting this amount for nonde-
ductible and nontaxable items. The amount resulting
from application of this theory is taxable income. By
comparing it with income reported, the special agent
may determine whether taxable income has been cor-
rectly reported.

324.2
Authority for Net Worth Method

There is no statutory provision defining the net
worth method and specifically authorizing its use by the
Commissioner. However, in numerous cases courts have
appm\ed the use of this method. Perhaps the leading
case in this respect is Holland v. United States * handed
down in 1954 by the Supreme Court along with three
companion cases, ? wherein is outlined the broad princi-
ples governing the trial and review of cases based on
the net worth method of proving income. With reference
to the use of the net worth technique, the court stated
that:

“To protect the revenue from those who do not ‘rénder true
accounts,” the Government must be free to use all legal
evidence available to it in determining whether the story
told by the taxpayer’s books accurately reflect his financial
history.”

3243
When and How Net Worth Methad Used

(1) The net worth method is most often used when
one or more of the following conditions pravail:
(a) Taxpayer maintains no books and records.
(b) Taxpayer's books and records are nat available.
(c) Taxpayer's books and records are inadequate.’

-, 324
2 Holland v. U.S., supra (subcection 323, note 1)
1Smith v, U.S., supra (subscction 221, note 1), Frisdberg v. U,
supra (subsection 3t1, note 1), U.S. v. Caldcron, suprs (subsection 321.
note 1}.

3 Holland v. U.8., supra (subsection 321, note 1).

MT 9900-26 (1-29-75) IR Manual 324.3
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324.3
*¥hen and How Net Worth Method Used—-Cont.

(d) Taxpayer withholds books and records.

(2) The fact that the taxpayer’s books and records
accurately reflect the figures on his return does gof pre-
vent the use of the net worth theory of proq{’ The
Government can look beyond the “self serving declara-
tions™ in the tz xpayer’s books and records and use any
evidence available to coutravene their accuracy. *

(3) In addition to bzing used as a primary method of
proving taxable income in civil and criminal income tax
cases, it has been relied upon:

(a) To corroborate other methods of proving in-
come.®

{b) To test-check accuracy of reported taxable in-
come.

324.4
Establishing the Starting Paint

(1) In the Holland case ¢ the Supreme Court said that
an essential condition in a net worth determination of
income is the establishment, “with reasonable ceriainty,”
of an opening net worth, to serve as a starting point
from which to calculate future increases in the taxpayer's
net worth. The wisdom of this statement is apparent
since an inaccurate beginning net worth will affect the
accuracy of the determination of income subsequent to
the base point. For instance, if a taxpayer’s beginning
net worth is understated, taxable income for the period
amnder consideration will be overstated.

(2) Procf of visible assets and liabilities comprising
beginning net worth is usually easily established by such
means as bank records; county real estate records;
brokerage records; Bureau of Public Debt records; Ped-
eral and State income, inheritance, and gift tax returas
and records; and books and records of the taxpayer.
To establish a firm starting point, it is necessary to show
that the defendant had no large sum of cash for which
he was not given credit. This is usually done by offering
evidence which nepgates the existence of a cash hoard,
for cxample:

(a) Wrttten or oral admissions of the taxpayer to
the iavestigating officers concerning his net worth.”
Examples are: Signed net worth statement, oral state-
ment as to cash on hand.

(b) Failure by defendant to file rcturns for years
prier to indictment period.?

(c) Returns filed by the taxpayer for years prior to
prosecution years reflecting income reported ® that is in-

+Halland v. U.8, supra (subsection 321, note 1}.

¥ Eggleton v. U.§,, 227 F 2d 403 (CA~8) 86~1 USTC 9108, cert. denled
362, U.S. 826, 77 8. Ct. 38, Corrcboration of opecific item case.

¢ Holland v, U.B., supra {aubsection 821, note 1),

TU.S. v, Calderon, supra (aubsection 821, note 1), During Investization
respondent made an oral adminjon sr to amount ($00) of emsh on
hand at the atarting point. He also signed a written statement contain-
ing the averall net worth computation, including the $500, relled upon
by the Government at the trial

'?g;é‘u: ¥, U.8., suprs (subsection 321, sote 1)..

.

consistent with existence of a cash hoard. This would
also apply to copies retained by the taxpayer,

(d) Low earnings for years prior to prosecution
years as shown by records of the Social Security Admin-
istration and former employers,

(e) Net worth as established by books and records
of the taxpayer.:®

(f) Certificate of Assessments and Payments show-
ing tax assessed for years prior to the prosecution
period.!* With this information and tables showing tax
rates and the amount allowed for exemptions and de-
pendents, it may be pessible to calculate income re-
ported by a taxpayer for the years in question. The cer-
tificate will not show amount of withholding, capital
gains or nontaxable income.

(g) Financial statement presented for credit or
other purposes at a time prior to or during the prose-
cution period.’? Banks, loan companies, bonding com-
panies, and Internal Revenue Scrvice (offers in com-
promise) are some of the better sources from which to
obtain this type of document.

(h) Bankruptcy prior to prosecution periods.™®

(i) Prior indebtedness, compromise of overdue
debts, avoidance of bankruptey.t*

(i) Installment buying.*?

(k) History of prior low carnings and expendi-
tures, and checks returned for insufficient funds.®

(I) Less of furniture and business because of fi-
nancial reasons.!

324.5
Taxable Source of Income

(1) In order for income to be taxable, it must come
from a taxable source.*® In the Holland casc,’ the Su-
preme Court said: “Increase in net worth, standing
alone, can not be assumed to be attributable to cur-
rently taxable income. But proof of a likely source, from
which the jury could reasonably find that the net worth
increases sprang, is sufficient, . . .»

(2) On the basis of the Holland decision, it appeared
to many that proof of a likely source was necessary in
every net worth case. This was clarified by the Massei
case ¥ in which the Supreme Court said: “In Holland
we held that proof of a likely source was ‘sufficient’ 1o
convict in a net worth case where the Government did

19 11.5. v, Chapman, 158 F 2d 997 (CA-T), 48-1 USTC 9312, cert. denled
333 U.8. 853, 63 8. Ct. 82,

4 Viguti; v. U.S, 218 F 2d 782 {CA~B), 53-1 USTC 9262,

llF[[edbtrg V. u.s., supra (subsection 321, note 11,

BU.S. v. Vausolle, 181 F 24 1008 (CA 3, 60- 1 USTC 9320,

W Holland v. 11,5., supra {(subsestion 221, note 1).

15 Barcatt v. U.S., 169 F 24 829 (CA~9). 48-2 USTC 9377, cert. denled
336 U.S. 912, 69 8. Ct. €42,

¢ McFee v. U.S., 208 F 2d 872 {CA~9}, 58-2 USTC 9549,

3 Holland v. U.S., supra (subsection 321, note 1),

¥ Commisaioner v. Glenchaw Glass Co., 248 U.S. 426, 75 8. Ct. 478,
86-1 USTC 9308. The term “‘taxable source™ Is used 1o mean ‘all those
sgurces which are not expresaly exemptal by the Internal Revenue Code,

3 Holland v. U.5., supre [subeection $21, nc.a 1).

»U.S, v. Massei, 356 U.B. 595, 78 & Ct. 4?5. 58-1 USTC 9326,

MT 9900-26 (1-29-75) IR Manaul 324.5



143

Tax Cases (Evidence and Frocedure)

324.5
- Taxabls Source of Income—Cont.

not negative all the possible non-taxable sources of the
alleged net worth increases. This was not intended to
imply that proof of a likely source was necessary in
every case. On the contrary, should all possible sources
of non-taxable income be negatived, there would be no
necessity for proof of a likely source.”

(3) In view of the two decisions cited above, it ap-
pears that the Government must either prove a likely
source of taxable income, or negate all nontaxable
sources of income. In cases where the Government re-
sorts to the latter type of proof, it is even more impor-
tant than otherwise to establish a firm starting point,
paricnlarly with reference to cash on hand,

(4) Proof of a likely taxable source of income has
been found sufficient in a number of criminal income tax
cases by:

(a) Showing that defendant did not report certain
income on his tax returns.®

(b) Showing that defendant did not report certain
" income for years prior to indictment period.*

(c) Comparison of business operations and profifs
of defendant for indictment years with profits or prior
operations for a comparable period. In the Holland
case ** the Supreme Court pointed out that the business
of the defendant, a hotel, apparently increased during

_the years in question, whereas the reported profits fell to
approximately one quarter of the amount declared by the
previous management in a comparable period.

(d) Effectively contradicting defendant’s assertions
as to nontaxable sources. In United States v. Adonis,™
the salaried defendant had asserted in a prior unrelated
judicial proceeding that the $44,000 he uvsed to purchase
a house had come from loans and gifts. The Govem-
ment proved that the alleged donor was supported by
her family, that the supposed creditors were duramies or
of such financial condition as to imply that they had no
available assets to loan. The court considered the con-
duct of the defendant “an effort to conceal , . . the real
sources of taxable gain.”

{e) Opportunities of defendant to receive graft."In
United States v. Bryan Ford,® the taxpayer was a
policeman and a member of the vice squad. The Court
held that evidence admitted to show opportunity to re-
ceive graft, not the actual reccipt of graft, was sufficient
to show a nossible source of income. (The Supreme
Court remanded the case to the District Court to vacate
judement and dismiss the indictment on account of the
death of the taxpayer.) However, in Fred M. Ford v.
United States,® the court said: “The evidence suf-

#U.S. v Chspman, lupn {note 10). The income omltted was from

Awepcellln: payments for meat.
#U.5. v. Skidmare. 123 F 2d 804 (CA-T7), 41-3 USBTC 07i0, cest.

denled 315 U.S. 800, 62 5. Ct. 6.

® Hollend v, U.S., supra (wblecdm 821, nota 1)s

STLS. v. Adenis, 221 F 24 717 {CA-3), 55~1 USTC 9810,

=237 F 24 $1 {CA-2), 56-2 U 95

#1210 F 24 313 (CA-E), 34-1 UBTC 9233,

ficiently disclosed that in the defendant’s office of Chief
of Police, he had opportunities of receiving income frum
graft, payoffs or other illegal sources. There can, of
course, be no presumption that the defendant was guilty
of such gross misconduct as to be the recipient of such
ill gotten gains. The presumption is to the contrary . . .
the testimony of tiiis woman as to payoffs with which the
defendant was not shown to be connected was bath er-
roneous and highly prejudicial.” Upon retrial,*” a con-
viction was sustained after the same witness testified that
the defendant had acknowledged the receipt of graft
payments.

(f) The character of the business has the capacity
to produce income in amounts determined by the net
worth method.®

(5) A likely source is established in most net worth
cases by showing that the source reported by the taxpayer
had the potentiality of producing income substantially in
excess of that reported.

(6) Negating nontaxable sources of income may be
accomplished by providing nonreceipt of loans, gifts,
and inheritances by taxpayer’s admissions, Federal gift

-tax returns filed by alleged donor, or probate records of

deceased relatives’ ostates. If the taxpayer advances a
specific explanation of the sources of funds expended,
the Government does not-have to pursue possible non-
1axable sources when the one given is proven false®

324.6
Corroboration of Extra-Judicial Admissidns

(1) During the course of many income tax investiga-
tions involving the net worth method of proof, the tax-
payer will make admissions which the Government will
use in evidence ugainst him during trial of the case, Ad-
missions may relate to all facets of a case, although in
many instances they pertain to the starting point, items
of living expenses, source of jncome, and willfulness.

2) Admissions after the commission of the crime
must be corroborated, if they embrace an element vital
1o the Government case.™

(3) The dzgree and types of corrgboration, along with
other aspects of the subject of admissions, are discussed
in 245,

324.7
Investigation of Leads

When a taxpayer offers leads or information during a
net worth investigation which, if true, would establish
his innocence, the special agent must investigate the
leads if they are reasonably susceptible of being

v1233 F 2d 85 (CA-B), T6-1 USTC 0473, cirt, donled 352 V.S, 833, 17 |
& Ct. 4

’Cmtdla v. U5, 221 F 24 868 (CA-zx)é. 851 USTC 5342, The court

nated th
"P-Xehumlr v, U.S, MD F 24 498 (CA-9), 68-1 USTC 9217 U.S, v.
Hulmuchh, 814 F 2d 246 (CA~7), €31 USTO 9291, rert. dsafed 874,

USs.
"'Dnnhl 8mith v, U.8., supra {subsectlon 321, nota 1)

MT 9900-26 (1-29-75) IR Manual 324.7
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Question 6. In your testimony you placed great weight upon the recent memo of
understanding dealing with NTTP. What substantive changes will this cause or
has it already caused in the way that IRS pursues narcotics tr:: - kers who have
failed to meet their tax liability or are suspected of income tax inijroprieties. Did
IRS receive any names from DEA before the signing of the memo of understand-
ing? If not, when did they stop sending names to IRS for investigation? How does
the relation of IRS to Customs change in light of the memo of understanding?
What is the current role of Customs in NTTP, specifically as it relates to target
selection and intelligence sharing?

Response. The submissions to Question 1 in part reflect some of the substantive
changes under our new narcotics tax enforcement initiative.

On August 20, 1976, the Audit and Intelligence Divisions participated in a
meeting of numerous agencies in the Chicago DEA office involving the concept
of a field intelligence exchange group (FIEG) for coordinating activities against
illegal narcotics traffickers. It was decided to set up test exercises for bringing
together enforcement agencies (federal, state and local) to work on one subject.
At this meeting, a Chicago target was selected for investigation. Further FIEG
meetings were held on September 22 and 24 in Chicago and Miami, respectively.
The Chicago meeting was held to discuss the progress of the Chicago pilot project
and the Miami meeting established a second pilot project.

The U.S. Customs Service recently began providing to us information on all
monetary seizures in excess of $5,000 and has tentatively agreed to provide in-
formation on oll seizures of narcotics and other contraband in excess of $10,000
in value. Additionally, the exchange of Currency Transaction Reports (Forms
4789) and Reports of International Transportation of Currency or Monetary
Instruments (Forms 4790) between the IRS and Customs has been initiated.

As a direct result of the Memorandum of Understanding, DEA has provided
to us 375 Class I violators for possible inclusion in our narcotics tax enforcement
project. Once these have been thoroughly evaluated, we will be requesting ad-
ditional names,

Under the old NTP, we were provided with Class I violators by DEA., How-
ever, the Case Selection Committee was disbanded on February 4, 1975, as a
result of good local liaison and effective case development which identified good
]&otential cases for IRS without the necessity of processing targets through a

ational Case Selection Committee.

Question ?, The President has stated in the White Paper on Drug Abuse, in his
message to the Congress on Drug Abuse and through the Executive Director of the
Domestic Council in testimony before this Committee and in a speech to the IACP
in Miami on September 27, 1976, that he ‘“directed the IRS to develop a tax
enforcement program aimed at high-level traffickers”. What substantive steps
have been taken by IRS to modify previous operations and implement the Presi-
dent’s directive? Was the administration supportive of the phasing out of a
separate, identifiable NTTP program? What were and are your reasons for
recommending that there not be a separate NTTP? When did it cease to be a
separate program within IRS? You stated that the NTTP program has been
merged into one of the general divisions of IRS and consider it an integral part
of the special enforcement programs. How has the funding for the intelligence
division, special enforcement and any other division which impacts upon NTTP
changed over whe last three years and in the proposed budget? What would be
an adequate level of funding in your mind for IRS to carry out 600 investigations
under the High-level Drug Traffickers Tax Enforcement Project?

The Service has taken the following substantive steps to modify previous
operations and implement the President’s uirective:

1. We entered into an effective agreement with the Drug Enforcement Ad-
ministration (DEA). With the assistance of information supplied by DEA and
other law enforcement agencies, IRS will be able to identify high echelon traf-
fickers and financiers, and will learn of their financial transactions that may
indicate tax evasion. This information exchange will reduce the wasteful duplica-
tion of inve-.tigative efforts and will increase the quality, and potential tax and
penalties, of the cases that are worked.

2. We have established a separate: program, the High-level Drug Leaders
Tax Enforcement Project, to which we have assigned a high priority.

3. In keeping with the IRS/DEA Memorandum of Understanding, DEA has
furnished the Service the names of 375 selected Class I violators. We have for-
warded these names to the IRS service centers. The service centers have been
instructed to process the items on a priority basis, secure pertinent tax returns
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and transcripts of account, and forward the data to the appropriate IRS distriet
offices for evaluation and appropriate enforcement action, Many of these items
have reached the district offices and are being evaluated, on a prioriiy basis, to
determine ecriminal potential. IRS field officials are establishing liaison with local
DEA officials and will obtain from DEA available financial information concerning
these individuals.

The former NTP was merged into other Service programs primarily for two
reasons. First, the NTP raised significant operational issues. Because of the special
nature of NTP cases, the Service had been called upon to make disproportionate
use of termination and jeopardy assessments, powerful enforcement measures
originally intended for extreme exigencies under the normal revenue collection
process. Upon detailed full year follow-up examinations, such assessments often
resulted in substantial reductions and refunds. This had an adverse effect on the
effectiveness of sur NTP program. Second, the former NTP was determined to
be deficient as a tax-related activity in that it had not proven cost effective based
on the revenue yield. Although the project had been rezasonably successful in
obtaining criminal convictions, it had been very diseppointing in terms of its
revenue results when compared with our genersl enforcement programs. Scarce
IRS resources were being used on cases, involving street-level traffickers, that
could not compete effectively for those resources against other cases with a high
revenue yield and greater impact on tax law compliance.

A summary of Service-wide funding for, and staff years actually applied to
NTP is contained in our answer to Question 3. Within Intelligence, 361 special
agent staff years were applied to N'TP in fiscal year 1974; 213 in fiscal year 1975;
and 156 in fiscal year 1976. If the pending fiscal year 1977 Supplemental Budget
Request is not granted, Intelligence plans to divert 300 special agent staff years,
mostly from the General Program, to conduct criminal tax investigations against
approximately 500 high-level narcotics traffickers.

To carry out 600 investigations, a minimum of 360 special agent staff years
would be required.

Question 8. Will you please submit the paper which you discussed in your
testimony on the use of legitimate businesses as a cover for illegal funds obtained
in narcotics trafficking. Have any of your domestic or overseas personnel come
across examples of legitimate businesses being used to launder illegal profits from
any venture, not only narcotics? Which countries are currently used as havens
for the hiding of funds? What is the status of cooperative agreements which would
enable your agents to uncover the funds which are needed in your investigations?
Has the State Department been cooperative in pressing for the establishment of
these agreements? Have there been any cases where your agents have been able
to complement a narcotics prosecution by another agency with a tax evasion
case? Furthermore, how many net worth cases have been made by your agency
in eacli of the last five years? How many of these were cases involving suspected
narcotics law violators?

Response. The Internal Revenue Service has never conducted a study of the
prevalance of narcotics monies flowing into legitimate business enterprises, the
reason being the difficulty of proving the taxpayers involvement in illicit narcotics
trafficking. Generally speaking, most criminal {ax investigations of alleged nar-
cotics traffickers relate to individuals on whom other enforcement agencies have
been unable to prove narcotics activities. And, even an in-depth tax investigation
seldom proves more than the taxpayer’s violation of the internal revenue laws.
‘We can only speculate as to the source of unreported income.

What we can report are examples of known investments made by putative
narcotics traffickers who were diverting their illicit and untaxed profits to legiti-
mate business enterprises. These examples deal primarily with continuing investi-
gations and were recently provided by our field offices. So as not to jeopardize any
investigation, our references must be of a general nature:

1. Investments in homes valued at $100,000 and higher.

2. Investments in nightclubs.

3. Investments in produce brokerage firms.

4, Investments in bars, motels and restaurants.

5. Investment, of 4.5 million dollars (controlling interest) in a savings and loan
association.

6. Investment in a 700 acre real estate development. Corporation through which
the development, is being financed is a front for laundering money.

7. Investments in gervice stations and clothing stores.

8. Investment of approximately $100,000 in a glass manufacturing corporation.

9. Investment of approxin_ately $166,000 in a horge farm.



10. Investments in cattle ranches in Mexico, a thoroughbred horse racing stable
and a chain of boutiques.

11. Investments in a cement contracting firm and an equipment leasing firm.

12. Investment to finance a motion picture for national distribution.

13. Investment in & semi-professional basketball team.

14. Investment to promote entertainment events.

15. Investment in a domestic corporation involved in inventor-patent activities.

16. Investments in real estate in Jamaica and Spain.

17. Investments in a dental laboratory.

Often these legitimate businesses are used to launder illegal profits from
narcotics.

The Bahamas and Mexico are two known tax haven countries. Also, by utilizing
the banking systems of the Bahamas, Mexico, Costa Rica, Panama and Switzer-
lancfli, individuals can take advantage of the bank secrecy laws to conceal untaxed
profits.

The only substantive agreement to date is the Mutual Assistance Treaty with
Switzezland which will become effective January 1, 1977. It provides for assistance
in locating witnesses, obtaining statements and testimony of witnesses, and
production and authentication of business records in matters relating to treaty
recognized offenses. We are attempting to negotiate cooperative exchange agree
ments with Mexico and the Bahamas.

The Memorandum of Understanding specifically calls for cooperation between
DEA and IRS in attempting to secure simultaneous indictments. This becomes
particularly important when an individual is indicted for both tax evasion and
21 U.S8.C. 848 (continuing criminal enterprise). An important element of proof
under Section 848 is a substantial profiting from illicit narcotics trafficking. There-
fore, the two offenses will tend to compliment each other both during the investi-
gation and at the subsequent trial.

Statistics regarding the method of computaiion used in cases investigated
prior to fiscal year 1974 are not available. Our reccrds indicate that we used
indirect methods (which includes net worth, non-dedactible expenditures, and
bank deposits) of computing taxable income in 619 cases in fiscal year 74, 563
cases in fiscal year 75, and 531 cases in fiscal year 76. These are prosecution
recommendations only. Of these nases, 182 cases in fiscal year 74, 104 cases in
fiscal year 75, and 87 cases in fiscal year 76 involved suspected narcotics traffickers.

Question 9. How long on the average does it take for your agency to complete an
investigation under the NTTP? How long does it take for the completed investiga-
tion to be analyzed by the prosecuting authorities so that a decision is made to
either prosesute or turn down prosecution? Are there any regions where the pros-
ecuting authoritics have turned down a high proportion of your investigations
because of their heavy case load or for other reasons? What other avenues does
your agency have if prosecution declines to pursue the investigation which your
agency completes on a suspected narcotics violator?

During the Fiscal Years 1974, 1975 and 1976, it took an average of 13 months
to complete investigations involving narcotics case subjects.

After a completed investigetion left the Internal Revenue Service, it took an
average of approximately 23 months in fiscal year 1974 and 36 months in fiscal
year 1975 before a determination was made as to whether prosecution should
or should not be made. 1rue to the veclassification in fiscal year 1976 of the nar-
cotics traffickers project into other programs, the figure for this year is not readily
available, and would require extensive time to determine.

Regarding the proportion of investigations turned down by prosecuting au-
thorities, there does not appear to be any large disparities between regions. This
is indicated by the attached chart (which covers the Fiscal Years 1974 through
1976 and includes an average total for the three-year period) which shows that
the average percentage of investigations declined by prosecuting authorities
ranged from 10.3 to 14.8 percent.

When prosecuting attorneys in the Department of Justice decline to pursue
criminal action in an investigation in which we have recommended prosecution,
they notify Regional Counsel (IRS) attorneys of their pending action and indi-
cate reasons for their anticipated declination of the case. Regional Counsel has
30 days in which to send a letter to the Department of Justice asking for recon-
sideration. If Regional Counsel can convince the Department of Justice attorneys
that they were wrong in their reasoning, or can provide additional evidence that
the taxpayer should be prosecuted, the Department of Justice will pursue prosecu-
tion action. Otherwise, there are no further avenues of appeal.



DECLINATIONS-~NUMBER AND PERCENT DECLINED BY DEPARTMENT OF JUSTICE AND U.S. ATTORNEY

Fiscal year 1974 Fiscal year 1975 Fiscal year 1976 Fiscal years 1974-7¢
Percent i Percent Percent Percent
Reviewed Declined declined  Reviewed Dectined declined  Reviewed Declined declined Reviewed  Declined declined
North Atlantic.. . cmem oo 634 65 10.3 640 1 L1 594 69 1.6 1,868 205 11.0
Mid-Atlantic... 411 71 17.3 494 54 10.9 530 66 12.5 1,43 191 13.3
Southeast. . 454 52 115 428 32 7.5 385 46 1L.8 i, 267 130 10.3
[ 395 37 9.4 307 40 13.0 424 56 13.2 1,126 133 11.8
Midwest 413 35 8.5 450 58 12.9 401 82 0.4 1,264 175 13.8
SOUtAWESt cmee e 305 23 7.5 275 40 14.5 413 €6 16.0 993 129 13.0
Western. .ooe oo e 450 48 10.7 442 90 20,4 524 il 13,5 1,416 209 14.8
R P, 3,062 331 10.8 3,036 385 12.7 13,273 456 13.9 19,371 1,172 12,5

1 Includes 2 010 cases,
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U.S. House oF REPRESENTATIVES,
Serect CoMMITTER ON INaRcoTics ABUSE AND CONTROL,
Washington, D.C., October 14, 1976.

Hon. PETER B. BENSINGER,
Administrator, Drug Enforcement Adminisiration,
Washington, D.C

Dear Mr. Bensinger: In your appearance before the Select Committee on
September 23, 1976, which was greatly appreciated, several significant matters
were raised to which the Committee would appreciate your further written re-
sponse, at your earliest convenience:

1. In your testimony before the Select Committee you testified that: ““the level
of heroin purity is . . . the most important indicator . . . to measure the abuse
of that drug in the United States.” Later you addressed the issue of “lag time” as
it relates to the reduction of the addict population. How does DEA reconcile its
reliance on purity reduction as a major agency objective, when statistical evidence
demonstrates neither a reduction in property crime nor an increase in treatment
populations over perjods of major purity reductions?

2., Plaase provide a full explanation of current methods of establishing street
purity levels. What other agencies, law enforcement or health oriented, are pro-
viding input to these statistics?

3. Please detail by country current opiate production and current estimates as
to their representation on the American market. By what method are current
interdiction statistics now correlated at 10 percent? Would you expand upon the
significant reduction in the interdiction rates referred to by Commissioner Acree,
in which he stated that prior to Reorganization Plan #2 interdiction rates stood
ab apg;‘oximately 50 percent at the borders?

4. Your testimony indicated the high priority of working relationships with
other nations in the effort of DEA to control narcotics trafficking. Would you pro-
vide to the Committee specific information as to the working relationships in
which you participate with the Soviet Union and other aligned and non-aligned
nations? The Committee would be pleased to arrange for Executive Sessions in
order to deal with the sensitivity of your response to this inquiry at a later time.
Please respond as best you are able to, without disclosure of classified information
at this time. The JANUS program referred to in your testimony indicated only 3
convictions for 1975 of Mexican nationals in 1975 and only 5 cases pending thus
far in 1976. Considering these relatively minor statistics why do you consider
such results significant? Are other such JANTUS projects being considered with
other foreign governments? Specifically indicate what assistance DEA has pro-
vided the Treasury and State Department in negotiating financial treaties with
other nations particularly those governments of the Bahamas, Cayman Islands
and Mexico utilized by drug traffickers to evade U.S. taxation and to be able to
deal in cash.

5. Your testimony indicates increased cooperation and sharing of intelligence
between IRS, Customs and the State Department. Please outline specifically the
working arrangements that are currenfly operable between DEA and these
agencies and jour recommendations, if any, 40 improve the effectiveness of these
operations. In the Committee’s review of the 22,000 cases provided DEA by Cus-
toms in fiscal year 1976 only 1 percent or less of the cases were in the class 1 cate-
gory. Please provide to the Committee the dispositions of these cases accepted
and/or passed on to other agencies by DEA. Similarly, Mr. Fehl of the F.B.L
stated that as early as April of 1976, 33 cases were turned over to DEA involving
major heroin trafiickers. Can you provide the disposition of these cases to the
Committee? Please explain the case management system utilized by DEA in
monitoring cases turned over to Justice and other agencies, as well as those cases
referred by outside agencies to DEA., .

6. In your testimony you stated that much of the interagency cooperation in
the field of narcotics law enforcement ecannot be documented. Please provide to
the Committee a general outline of information exchange for the agencies which
are participating in this data flow. For example, what field intelligence or clear-
inghouse exists to provide information on Customs seizures, IRS investigations

(149)
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and Justice Department prosecutions? Does such a network need to be established
if none exists?

7. Since the Cabinet Committee on International Narcotics Control has not
met since 1973 what direction, or policies are followed in international opium
interdiction? From where do these policies emanate? What input does DEA
have in the establishment of policy, treaty negotiations, and to the Secretary
of State in regard to State Department responsibility in the production and
trafficking of narcoties?

8. In your testimony you stated that the current number of high level traffick-
ing fugitives exceeds 2,600. Please provide to the Committee the amount of bail
forfeiture that this figure represents. Please provide an analysis of the local,
state and federal court narcotics fugitives as of this time. Please discuss the
aren in which a majority of bond reductions took place for these fugitives and
as to whether it is at magistrate level or at the Federal Judge level. Can you
provide any insight on why bail for these high level drug traffickers are so dras-
tically reduced? Please elaborate on the problems of overcrowding in the Court
system as it relates to bail reduction and failure to acquire convictions on these
individuals.

9. Please provide to the Committee a summary of the comparison of the
New York narcotic laws and the proposed Federal sentencing system a= -%ated
in your testimony. In addition, please provide the information refevredt $o in
the testimony of the 499 “free time"” DEA arrestees.

10. In referring to the newly formed Domestic Law Enforcement Cabinet
Committee, what current liaison exists between LEAA, NIDA and this body?
You stated in your testimony that Dr. DuPont is an ex-officio member of this
body. How many times have you met with Dr. DuPont over what period and
what has been the substance of your discussions? What specific programs and
projects have you agreed to undertake together? How do you explain the obvious
contradiction in the minor linkage between crime and drug abuse in the Shellow
report with the recent President’s statement of April 27 in which he states that
over 509 of all crime is drug related? Please provide to the Committee a review
of the activity of the Domestic Law Enforcement Committee and the information
concerning the 595 persons in Mexicc turned over to the Attorney General there,
particularly as it relates to their citizenship and bail set in this country.

11. Please provide to the Committee the Standard Operating Procedures
produced by your department on July 30, 1976 concerning the general compliance
with the Mansfield Amendment. At this time would you furnish any preliminary
findings as to the adverse effect you feel this amendment might play in the inter-
national narcotics effort, and indicate in what manner your guidelines might
overcome any such possible adverse effects.

We realize we have given you a tall order. However, you will appreciate that
the mandate given to our Committee by the House of Representatives is broad,
and by its very nature requires us to study and inquire into every substantive
facet of our overwhelming drug abuse and control problem. Thank you for your
continued cooperation and that of your associates.

Very truly yours,
Joserr L. NELLis, Chief Counsel.

U.S. DEPARTMENT OF JUSTICE,
Drue¢ ENFORCEMENT ADMINISTRATION,
Washington, D.C. Nov. 10, 1976.
Mr. JoserH L. NELLIS,
Chief Counsel, Select Commiltee on Narcoiics Abuse and Conirol, Washington, D.C.

Dear Mr. Nenwrs: The attached is in response to your letter of October 14,
1976. The review of the referrals from the U.S. Customs Service is in its finaliza-
tion and will be forwarded to you within the next couple of days.

If you have any further inquiry, please do not hesitate to let me know.

Sincerely,
Perer B. Bensinenr, Administrator.

Attachments.

Question 1. How does DEA reconcile its reliance on purity reduction as a major
agency objective, when statistical evidence demonstrates neither a reduction in
property crime nor an increase in treatment populations over periods of major
purity reductions?
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It is a major DEA objective to reduce the availability of heroin. Research
studies and our own experiences with addiction trends have indicated that in
times in which herpin is readily available, addiction is likely to spread. By con-
trast, fewer persons initiate heroin use when heroin is in short supply. DEA’s
reliance on heroin purity reduction as a major objective is, in reality, an attempt
to reduce availability, with purity viewed as an indicator of availability.

It is expected that as a result of long-range reductions in availability, the
amount of heroin related crime will decrease because the addict population will
decline. However, this does not necessarily guarantee that the overall property
crime rate will decrease. Many other factors, such as social conditions, economic
trends, and the functioning of the criminal justice system also have profound in-
fluence on the crime rate. In other words, the causes of crime are so complex
that fluctuations in the crime rate are rarely dependent on a single factor.

Concerning the treatment issue, it is difficult to relate heroin treatment ad-
missions to periodic declines in heroin purity. Treatment statistics thus far
developed are not comprehensive or sensitive enough to be correlated with purity
indicators. Also, there was no reliable method to gauge admission on a national
scale prior to 1974, when brown heroin availability was beginning to have a
national impact, offsetting previous shortages. In short, we are currently lacking
historical or present data to truly gauge the impact of low purities on treatment
admissions.

A closing point should also be made. Research has shown that when heroin is in
short supply an addict may 4uit his habit voluntarily; he also may substitute for
heroin or supplement herir use by taking other drugs. There is no assurance that
a majority of addicts wil: enter treatment when heroin is in short supply.

Additional factors such as accessibility of treatment centers, addict age,
availability of substitutes and court policies in sentencing addicts for inveluntary
treatment all play a major role in influencing treatment admissions.

Quesiion 2. Please provide a full explanation of current methods of establishing
street purity levels. What other agencies, 1aw enforcement or health oriented, are
providing input to these statistics?

DEA utilizes all heroin evidence purchases, analyzed in DEA laboratories,
as the data base for computing the retail heroin purity index. This data base is
subjected to carefully defined criteria, which selects for computation, only those
samples which are clearly defined =s typical of the retail, “street”’ level of the
illicit traffic.

The retail index excludes samples above 14 percent purity which are also less
than 14 grams gross weight, as these are usually purchased samples leading to
future wholesale purchases. Also excluded are samples above 14 grams gloss
weight, as these are considered low level wholesale purchases. Also excluded are
samples below 14 grams gross weight and 14 percent purity which cost more than
$5 per milligram, as these are considered “burns” or fraudulent transactions.

t present, the retail heroin samples utilized for these data are composed
entirely of DEA and Task Force purchases. Plans are currently being implemented,
which will include as data inputs ‘“‘street” purchases from 25 urban police depart-
ments within the U.S., thereby improving the quality and distribution of the
data base.

Question 8a. Please detail by country current opiate production and cutrrent
estimates as to their representation on the American market?

A. Detail by country of current opiate production*

Mexico (Metric tONS) .o o e e e ———— 100
Southeast Asia (Golden Triangle) (metric ton8) oo oooocaeoeeen 500
Burma (FOnS) - oo e ——— 390
Thailand (BomSs) =« C o e e e ————— 60
Laos (B0MS) oo e e e ————— 50
Pakistan (1975) (metric t0nS) «o v oo e 100
Afghanistan (1975) (metric t008) - . o e 100-200

The opium is converted into heroin at a ratio of 10 to 1. Bstimates of the
percentage of heroin in the U.8., by source country, follow.

B. Estimates of foreign sourced opiates on the American market.

On the basis of our varicus laboratory analysis systems when merged with our
intelligence information concerning the recent Heroin/B operation, and the
continuing strong Mexican enforcement and eradication program, we cstimate
that the illicit heroin in the United States is of the following sources: 75-80%

*Figures relate only to estimates of illirlt productlion.
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of the heroin exhibits are of the brown variety associated with Mexican origin;
15-20¢5 from the Golden Triangle (Thailand, Burma, Laos); 4% from Hong
Kong, Malaysia, Cambodia and Vietnam; 0.5% from Turkey; 0.5% from
Lebanon/Syria.

The estimates are not absolute figures, but are within an approximate range.
The patterns have changed drastically since the days of the Turkish/French
Connection and we are confident that present programs are having an effect on
the pattern of the past three years.

Question 3b. By what method are current interdiction statistics now correlated
at 10 percent?

DEA is unaware of the origin of the estimate that 10 percent of the drugs smuggled
into the United States is interdicted. The figure has been around for a number of
years and its legitimacy is highly suspect. It intimates o precision of knowledge
concerning sceveral factors which we believe avail themselves only to gross
estimates.

Question 3¢. Would you cxpand upon the signifieant reduction in the interdic-
tion rates referred to by Commissioner Acree, in which he stated that prior to
Reorganization Plan No. 2, interdiction rates stood at approximately 50 percent at
the borders?

Our record of Commissioner Acree’s testimony indicates that he stated that
Customs’ seizures prior to the reorganization were accounting for approximately
50 percent of all the heroin seized by Federal efforts. We do not construe his
testimony to be that Customs was seizing 50 percent of all the heroin being smug-
gled into the United States during that period. Our record of the heroin removals
in the United States by Federal efforts is as follows for the fiscal years of 1971,
14972, and 1973.

HEROIN REMOVALS

Fiscal year 1971 Fiscal year 1972 Fiscal year 1973

Pounds Peicent Pounds Percent Pounds Percent
DEA (BNDD). e 226 19 955 61 309 40
Task fOrCRS cen e oo e m e —— e 206 21
Customs..... 937 81 620 38 212 28
TN e e e . 15 1 41 5

Total.ooooon . 1,163 100 1,630 100 768 100

Question 4a. Would you provide to the Committee specific information as to
the working relationships in which you participate with the Soviet Union and
other aligned and non-aligned nations?

DA conducts periodic linison visits to Bulgaria, Yugoslavia, Romania and
Hungary and to a lesser extent to East Germany and Czechoslovakia. These
liaison meetings are arranged with the clearance and authorization of the appro-
priate American IEmbassies. This liaison program was established several years
ago when morphine base was routed from Turkey through these countries to
the laboratories in France. While this problem is not in evidence today, DEA
continues the visits to engage in discussion with counterpart enforcement au-
thorities regarding general trafficking trends. Several high-level officials of these
(énuntri(’s have participated in our Executive Observation Program in the United

tates.

Our liaison with the Soviet Union is of a more limited naturc and is generally
restrieted to the provision of information and inteiligence on specific ongoing
investigations. DEA is currently exploring through the American Embassy in
Moscow the possibility of DIJA officials visiting Moscow regarding a recent
seizure of hercin involving Ameriean citizens.

Question 4b. The JANUS program referred to in your testimony indicated
only three convictions for 1975 of Mexican nationals in 1975 and only five cases
pending thus far in 1976. Considering these relatively minor statistics, why do
you consider such results significant? Are other such JAN US projects being con-
sidered with other foreign governments?

On October 26, 1976, the United States/Mexican Government program of
joint prosecution listed 62 cases. These cases involve the prosecution of Mexican
nationals, U.S. fugitives and third-country nationals for violation of Mexican
narcotics laws. This program remains one of the most important efforts aimed
at those sources of supply that continue to flood the U.S8. with Mexican narcotics.
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In the 17 months that this program has been in operation, DEA and the Mexi-
can Government have jointly initiated 62 cases involving: 132 defendants in
Mexico; 404 defendants in the U.S.; 55 cases with Class I violators; and 5 cases
with Class II violators.

Four convictions have been reported by the Government of Mexico.

The majority of the 62 cases were presented to the Mexican Government
within the last 14 months (from July 1975 to October 1, 1976).

The average life span of a Mexican narcotic case, from arrest to disposition,
is 8-12 months. This traditional time period involves routine cases of arrest and
seizures.

The JANUS type cases require additional factors that necessitate further
delays. These delays are based on judicial/diplomatic requirements. Each case
must be reviewed and cleared by the Office of the Mexican Attorney General
and Mexican State Department. Further, the case must then be reviewed and
accepted by the Mexican Federal Judge in the area where jurisdiction is required.
fjinally, the proper and careful execution of the arrest warrant requires additional

ime.

The Government of Mexico has accepted 48 of the 62 cases and 46 of the 132
defendants have been arrested in Mexico: 1 case has been completed with four
convictions; 6 cases have been presented to the Mexican Federal Courts for final
disposition; 15 cases are in various stages of preparation by Mexican Federal
Attorneys for presentation to the Federal Courts; and 26 cases were recently
accepted by Mexican Federal Attorneys in Chicago.

The remainder of the 14 cases in JANUS include: 1 case dropped for lack of
evidence, 2 cases which are being held in abeyance and 10 cases that are being
Xegriewed by DEA domestic field personnel for presentation to Mexican Federal

torneys.

An understanding of the Mexican Federal Prosecution system will determine
that the current statistics reported by the GOM on cases involving joint prosecu-
tion are most significant. The GOM is prepared to accept as many cases as can
be properly developed. They are proceeding in due and proper course. The arrest
of the identified suspects is being conducted by the Mexican Federal Police with
proper care and excellent results.

DEA’s fugitive programs should benefit from the joint prosecution concept.
In a recent effort in Chicago, Illinios, DEA submitted 26 cases involving 18
fugitives from United States Justice.

The Governments of Colombia and Chile are currently considering similar
programs involving extra-territorial prosecutions. Colombian authorities along
with U.S. Judicial/Enforcement officials have reviewed three cases for prosecu-
tion based on evidence and information submitted by the United States Govern-
ment. Chile is presently considering a similar program, but has not yet submitted
any case to its Federal Courts.

Question 4c. Specifically indicate what assistance DEA has provided the
Treasury and State Department in negotiating financial treaties with other
nations particularly those governments of the Bahamas, Cayman Islands and
Mexic}(l)?utilized by drug traffickers to evade U.S. taxation and to be able to deal
in cas

In anticipation of requesting assistance from the Bahamian Government on the
financial aspects of the narcoties traffic, DEA has been monitoring efforts to con-~
clude a treaty with the Bahamas. Discussions on this subject were held in July
1976, between the DEA financial intelligence project staff and that of the Assistant
Secretary of the Treasury for Law Enforcement. A comprehensive treaty was
drafted by Tax Division of Main Justice, with input by the Internal Revenue
Service. It has recently been reviewed by DEA’s Office of the Chief Counsel and
returned to Justice. When revision is complete, the draft will be coordinated
with the Department of State for the final negotiation process. .

Although DEA is currently planning approaches to the governments of Mexico
and the éayman Islands to assist in financial investigation of certain specified
traffickers, this agency has had no input in any interagency planning for such
treaty demarches. With its renewed emphasis on the financial aspects of the traffic,
however, DEA is strongly in favor of comprehensive mutual assistan o treaties
being brought info force; the model in this regard is between the Ur .ted States
and Switzerland, which takes effect late in December,

Question ba. Your testimony indicates increased cooperation a:.d sharing of
intelligence between IRS, Customs and the State Department. Please outline
specifically the working arrangements that are currently operab': between DEA
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and these agencies and your recommendations, if any, to improve the effectiveness
of these operations?

An agreement designed to place renewed emphasis on cooperation between
DEA and Internal Revenue Service in the Narcotics Trafficker Tax Program was
signed on July 27, 1976. A copy of this agreement is attached, and contains refer-
ences to problems of disclosure of IRS information to DIEA; these problem areas
are having a somewhat adverse effect on field relationships between investigators
of both agencies. Resolution of these problems is the subject of an ongoing series
of discussions involving the headquarters intelligence and legal staffs of the two
agencies. From these meetings, a request for legislative relief may emerge. DEA
field agents clearly have no need for tax return information on target traffickers;
however, investigative information passage and consultation on the general
criminal activity of a joint target should properly be shared by DEA and IRS
investigators. Based on this distinction, the Narcotics Trafficker Tax Program
can achieve an impact on upper echelons of the narcotics traffic, without risk to
the privacy under law of taxpayer information.

Working through the Office of Ambassador Vance, DEA’s International In-
telligence Division staff and the Office of Strategic Intelligence (IGR) have
established close working relations between analysts and country desk officers at
the State Department. Routine and frequent contact between State and DEA
analysts is maintained in the selection of and production of articles for DEA’s
Weekly Digest on Narcotics Intelligence and DEA’s Quarterly Intelligence
Trends. State Department analysts provide invaluable judgements on political
matters involving narcotics in foreign countries. This in turn, allows DEA to
produce narcotics intelligence with a broader viewpoint than would otherwise be
possible. All intelligence publications are provided to State Department.

Recently, at State Department request, 103 Narcotics Coordinators at U.S.
embassies overseas were added to the hard copy distribution list of DEA’s Quar-
terly Intelligence Trends and 13 Narcotics Coordinators at selected U.S. em-
bassies were added to the cable version of DEA’s Weekly Digest of Narcotics
Intelligence.

As a result of the implementation of Reorganization Plan No. 2 of 1973, the
Drug Enforcement Administration (DEA) is charged with primary responsibility
for the collection of intelligence, as well as the associated investigative and law
enforcement responsibiiities, which relate to the suppression of importation and
trafficking in iilicit drugs. The U.S. Customs Service, on the other hand, retains
the responsibility for searches and seizures of contraband, including illicit drugs,
and/or the apprehension/detention of individuals in connection with smuggling
activities at ports of entry or along the land/water berders of the United States.

These interlocking responsibilities require that DEA and Customs elements
work together in a mutually supportive partnership. Customs, to be most effective
in discharge of its responsibilities, is highly dependent vpon DEA assets and capa-
bilities for basic and operational intelligence.

Since July 1973, a large amount of information/intelligence has been exchanged
on a more or less informal basis between DEA and Customs; however, until
recently DEA had no established procedure for quantifying the nature and
types of information which was provided to Customs. Neither was there any
coordinated mechanism of insuring that requests from Customs were answered
in an expeditious and satisfactory manner. In early July 1975, to correct this
deficiency, o special liaison activity was created within DEA’s Office of Intelli-
gence. It is the responsibility of this activity to see that Customs is provided with
any and all DEA-acquired and/or processed intelligence which might be of value
in the conduct of port and border interdiction functions. It is also the responsi-
bility of this activity to keep an accurate record of the quantities and categories of
intelligence provided to Customs. A report of this information/intelligence ex-
change is provided on a monthly basis to the Commissioner of Customs.

To assist DEA in the accomplishment of its support functions, Customs has
provided a statement of its information/intelligence requirements and DEA
field elements have been instrueted to broaden the scope of informant and de-
fendant debriefings to obtain information responsible to Customs expressed
needs.

Customs has also designated a counterpart liaison activity so that each agency
now has a single point of contact to monitor, coordinate and quantify the intel-
ligence exchange. The development also provides a capability for effecting mu-
tuall]ly satisfactory resolutions of operational and policy problems affecting these
exchanges.
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On December 11, 1975, in a further effort to guarantee effective cooperation
and coordination between DEA and Customs, the heads of both agencies signed
a Memorandum of Understanding establishing guidelines under which both
agencies agreed to cooperate.

On December 16, 1975, DEA fieid elements were notified by electrical message
of the signing of this Memorandum of Understanding. This message instructed
all Izegional Directors to direct and ensure that every employee read the mem-
orandum.

On February 9, 1976, the Administrator of DEA and the Commissioner of
Customs met, along with members of their senior staffs, to clarify and resolve
any issues which might have been raised through individual interpretations of
the guidelines.

On March 5, 1976, the Administrator published a memorandum addressed to
all DEA Regional Directors, Laboratory Directors and Headquarters Office
Heads affirming his unqualified support of the Memorandum of Understanding
and voicing his expectation that the agreement would be implemented fully and
adhered to.

On January 30, 1976, in a move to improve handling and quantification pro-
cedures, all DEA Regional and District Offices were notified that all requests
for subject, vehicle, aircraft and vessel lookouts would henceforth be processed
through El Paso Intelligence Center (EPIC) for entry into the Customs alert
systems. A subsequent instruction informed the same recipients that EPIC is
also responsible for taking initiative action to establish alerts with Customs
based on review of incoming reports where such imports were not specifically
requested.

In the Summer of 1976, DEA and Customs agreed to additional procedures
whereby Customs was authorized to debrief violators in whom DEA evidenced
no further enforcement and/or operatinnal interest. Information pertinent to
narcotics enforcement concerns obtained during these debriefings is to be passed
immediately to the appropriate DEA element.

During the first six months of CY1976, DEA. referred a total of 3,113 individual
subjects; 851 suspect vehicles; 211 suspect aircraft; and 183 suspect vessels for
entry into Customs alert systems. The total figures for FY1976 and TQ 1976
are 6,062; 1,806; 544 and 465 respectively. All of these figures reflect & general
constant increase in information/ingelligence provided to Customs; a trend
expected to continue during the coming year,

In addition, NADDIS data consisting of 65,548 records created or updated
was provided in computer tape format to Customs during the period cited above.

MEMORANDUM OF UNDERSTANDING BETWEEN THE INTERNAL REVENUE SERVICE
AND THE DRUG ENFORCEMENT ADMINISTRATION

The following is an excerpt from the President’s message to the Congress dated
April 27, 1976:

“I am directing the Secretary of the Treasury to work with the Commissioner
of the Internal Revenue, in consultation with the Attorney General and Ad-
ministrator of the Drug Abuse Enforcement Administration, to develop a tax
enforcement program aimed at high-level drug trafficking. We know that many
of the biggest drug leaders do not pay income taxes on the enormous profits they
make on this criminal activity. I am confident that a responsible program can be
designed which will promote effective enforcement of the tax laws against these
individuals who are currently violating these laws with impunity.”

In order to carry out the President’s program aimed at high-level drug traf-
ficking and to promote effective enforcement of the tax laws against those indi-
viduals who are violating these laws with impunity, the Internal Revenue Service
(IRS) and the Drug Enforcement Administration (DEA) have agreed to the
following:

T. Pri;gnary liaison between IRS and DEA will be maintained at the National
Office level of IRS, and at the Headquarters level of DEA. The Assistant Ad-
ministrator, Office of Intelligence, DEA, and the Assistant Commissioner (Com-
pliance), IRS, are designated Senior Coordinating Officials responsible for imple-
menting the provisions of this Memorandum of Understanding and are responsible
for monitoring the progress of the program within their respective agencies.

II. The responsibility for the investigation of substantive narcotics violations
will remain with DEA. The responsibility of IRS is to conduct appropriate civil
examinations and criminal investigations of high-level drug leaders and financiers
“ghogR(Si: determines to have violated the internal revenue laws using its established
standards.
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To assist IRS in identifying high-level drug leaders and financiers, DEA will
provide IRS information about individuals identified by DEA as Class I violators.

IIT. IRS will furnish information involving substantive narcotics violations
either direct to DEA or to the Assistant Attorney General, Criminal Division,
Department of Justice, in accordance with the disclosure laws and regulations.
DEA will furnish to IRS, on a continuing basis, financial information and docu-
ments obtained by DEA relevant to the possibility of tax violations by all indi-
viduals involved in narcotics trafficking, regardless of their level of involvement.
However, only those individuals who meet DEA Class I criteria will be considered
for inclusion in this program.

The exchange of information between DEA and IRS will be subject to all
procedures established under, and will be accounted for in accordance with the
Privacy Act of 1974.

IV. The primary responsibility for gatbering information relating to and the
identification of major narcotics leaders remains with DEA., DEA will furnish
periodically to the IRS, National Office, an updated list of selected Class I vio-
lators together with information relating to the individual’s involvement in nar-
cotics and whatever financial information DEA may have for 1RS to determine
the individual’s compliance with the tax laws. The IRS, National Office, will
distribute this information to the appropriate IRS regional offices for further
evaluation and dissemination to the IRS district offices. The IRS district offices
will supplement the information by contacting the local DEA office and by
indepené)ently developing additional tax-related information in accordance with
normal IRS procedures.

V. DEA Class I violators are generally given investigative priority by DEA.
Therefore, to avoid compromising DEA investigations and endangering DEA
personnel and cooperating individuals, IRS will ordinarily honor DEA requests to
temporarily suspend or limit specific IRS investigative acts involving such cases.
For example, IRS will ordinarily honor a DEA request to temporarily suspend
any IRS activity which would expose or hinder the activities of DEA undercover
personnel; however, other IRS investigative and examination activities related
to the case would proceed. All such requests from DEA Regional Directors should
be in writing and should state the specific activities to be temporarily limited and
the }I:)eriod of time for which the suspension is requested.

VI. Appendix One is a list of IRS district offices and posts of duty cross ref-
erenced to DEA offices having jurisdictional responsibility within the district.
The Chief, Intelligence Division, IRS, in each of the districts designated, is the
responsible official for implementing an effective liaison program with all DEA
offices located within the IRS district.

VII. The statutory authority of IRS is clearly limited to those matters falling
within the purview of the Internal Revenue Code. Appropriate IRS officials af
the distriet level shall make the final determination as to which cases shall be
subject to either an audit examination or a criminal investigation. The investiga-
tion and prosecution of substantive narcotic violations by DEA will generally
take precedence over the investigation and prosecution of tax violations. However,
in those instances where the tax investigations have either been completed or
substantially completed, DEA and IRS will cooperate in attempting to secure
simultaneous indictments.

VIII. Jeopardy assessments and terminations of taxable years, which are
measures provided in the Internal Revenue Code to protect the tax revenues when
collection is believed to be in doubt, will be made only in accordance with the pro-
visions of the Code, as interpreted by the U.S. Supreme Court. Appendix Two
contains the text of Sections 6851 and 6861 of the Internal Revenue Code and the
Syllabus of the recent decision of the U.S. Supreme Court in Laing v. United
States, which relate to jeopardy assessments and terminations of taxable years.
The IRS will assist the DEA in a program to inform DEA field personnel of the
judicial and é)roposed legislative limitations of the Internal Revenue Service’s
Jeopardy and Termination Assessment powers to minimize any friction that
might result if DEA agents’ expectations as to the use of these powers are frus-
trated by such limitations.

IX. To further an understanding of the jurisdictional responsibilities of DEA
and IRS, personnel of the respective agencies are authorized to participate in
training programs conducted by the other agency. Such participation shall be
limited to the exchange of qualified instructors to participate on a temporary
basis as guest lecturers. This cross-training can best be coordinated and accom-
plished at the district level.
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X. IRS personnel are not authorized to participate in arrests, raids and similar
activities with DEA personnel.

XI. In emergency situations where the safety of DEA or IRS personnel is
in jeopardy, all necessary assistance will be rendered without delay by personnel
of the other agency.

XTII. Central Tactical (CENTAC) Units are created by DEA to direct investi-
gative activities at key individuals who, under varied positions of power in drug
trafficking organizations, are insulated from normal investigative efforts. CEN-
TAC Units are conspiracy oriented and are specially designed to investigate drug
networks that cut across local, state, regional, national, and international borders.
Each unit has direct control of the investigation as it develops. They are highly
mohile, having authority to pursue an investigation wherever it may lead. The
CENTAC TUnit collects documents, organizes and corroborates testimony and
other evidence to be presented to grand juries sitting in judicial districts where
violations have occurred.

With the appraval of both Senior Coordinating Officials, IRS may detail, on a
temporary basis, IRS personnel to provide specinlized assistance to CENTAC
Units. IRS personnel will at all times remain under the direet control and super-
vision of IRS management and their duties in this liaison capacity shall be
limited to reviewing and evaluating tax-related information obtained by DEA
CENTAC Units.

XIII. Tax-related books, records and other documents seized by DEA per-
sonnel as a result of the execution and return of search and arrest warrants may
be examined by IRS personnel to determine whether the individuals involved had
complied with the internal revenue laws.

XIV.IRS and DEA personnel will not discourage potential sources of informa-
tion from furnishing information to the other agency; and will not compete for
informants or information. This cooperation should be made known to potential
sources of information in order to discourage informants from “agency shopping.”

XV. The debriefing of informants by DEA personnel will include an inquiry
about financial information and potential tax violations. If the informant appears
Iknowledgeable about these matters, DEA personnel will, if appropriate, encourage
the informant to meet directly with IRg persennel. If the informant declines,
DEA personnel will debrief the informant of any financial information and infor-
mation relating to potential tax violations, and will transmit such information to
IRS in accordance with DEA procedures. When it appears that an IRS informant
is knowledgeable concerning potential narcotics violations, IRS will encourage
the informant to meet directly with DEA personnel. If the informant declines,
IRS personnel will debrief the informant of the information relating to potential
narcotics violations and will transmit such information either direct to DIEA or to
the Assistant Attorney General, Criminal Division, Department of Justice, in
accordance with the disclosure laws and regulations. IRS will be responsible for
evaluating and, where appropriate, making payment for financial information
concerning potential tax violations; and DEA will be responsible for evaluating
and, where appropriate, making anment for information relating to potential
narcotics violations. IRS and DEA will coordinate to the extent necessary to pre-
vent duplicate or excessive payments for the same information.

XVI. DEA shall furnish IRS with strategic information tnd studies relating to
the domestic and international flow of funds used in narcotics trafficking. To the
extent this strategic information, unrelated to tax matters, is further developed
by IRS, the additional information will be furnished to DEA. DEA and IRS
Senior Coordinating Officials may authorize joint studies that would benefit both
agencies,

: PrTER BENSINGER,
Adminisirator, Drug Enforcement Administration.
Donarp C. ALEXANDER,
Commissioner of Internal Revenue.

DISCLOSURE AND DXCHANGE OF INFORMATION

.01 The disclosure of tax information from Internal Revenue Service files will
be governed by Sections 6103 and 7213 of the Internal Revenue Code of 1954,
18 U.S.C. 1905 and Treasury Regulations Sections 301.6103(a)-1{f) and (g).

.02 Disclosures initiated by the Internal Revenue Service concerning informa-
tion related to tax returns or obtained in the course of tax investigations, butb
involving nontax Federal violations, must be made as follows: the Service will
notify the Assistant Attorney General, Criminal Division, that the Service has

81-443 0—T77<——11
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obtained information concerning the possible violation of Federal narcotics
statutes. If the Assistant Attorney General submits a request for the information,
under the provisions of 26 CFR 301.6103(a)-1(g), disclosure of information
specifically concerning the violation will be authorized.

.03 acts or information, relating to the commission of nontax. Federal criminal
acts or viclations of nontax Federal criminal laws, not directly or indirectly related
to a tax return or a tax investigation, may be disclosed by IRS employees directly
to DEA in emergency situations or through their supervisors when circumstances
permit.

.04 Disclosures requests initiated by the DEA concerning matters under
investigation by that agency, as distinet from matters under investigation by
Department of Justice attorneys and within their jurisdiction, must be in accord-
ance with the provisions of 26 CFR 301.6103(a)-1(f) and be signed by the
Attorney General. Requests for access by Department of Justice attorneys for
use in matters under that agency’s consideration involving narcotics violations
must be in compliance with 26 CFR 301.6103(a)-1(g). Such request should be
in writing and addressed to the Commissioner of Internal Revenue, Washington,
D.C. 20224, with a copy addressed to the District Director or Service Center
Director having custody of the information. Such applications must show:

(1) The name and address of the person or entity of concern;

(2) The kind of tax involved;

(3) The taxable period covered;

(4) The reason why inspection is desired, which must include the manner
in which the information will be used; and

(5) In the case of requests made pursuant to 26 CFR 301.6103(a)-1(f),
the name and the official designation of the person by whom the inspuction
is to be made.

The application must specify the authority for the request and should indicate
whether inspection or copies of the tax information is desired.

If applicable, the application should also request that Service officials who
conducted investigations concerning the named taxpayer be permitied to discuss
the details of thelr investigation with authorized representatives of the Depart-
ment of Justice.

Any documents furnished in response to a DEA request must be returned to the
office furnishing them after they have served the purpose for which they were
requested.

Any questions concerning applicatic~s made on behalf of DEA should be di-
rected to the Director, Disclosure Operations Division at 964-3908, 4263, and 4847.

[ApPENDIX 2]
InTERNAL REVENUE CODE
SECTION 685]. TERMINATION OF TAXABLE YEAR

(a) Income Tax in Jeopardy

(1) In general—If the Secretary or his delegate finds that a taxpayer designs
quickly to depart from the United States or to remove his property therefrom,
or to conceal himself or his property therein, or to do any other act tending to
prejudice or to render wholly or partly ineffectual proceedings to colleet the in-
come tax for the current or the preceding taxable year unless such proceedings
be brought without delay, the Secretary or his delegate shall declare the taxable
period for such taxpayer immediately terminated, and shall cause notice of such
finding and declaration to be given the taxpayer, together with a demand for
immediate payment of the tax for the taxable period so declared terminated and
of the tax for the preceding taxable year or so much of such tax as is unpaid,
whether or not the time otherwise allowed by law for filing return and paying
the tax has expired; and such taxes shall thereupon become immediately due
and payable. In any proceeding in court brought to enforce payment of taxes
made due and payable by virtue of the provisions of this section, the finding of
the Secretary or his delegate, made as herein provided, whether made after
notice c}:o the taxpayer or not, shall be for all purposes presumzptive evidence of
jeopardy.

2) Corporation in liguidaitfon.—If the Secretary or his delegate finds that the
collection of the income tax of a corporation for the current or the preceding
taxable year will be jeopardized by the distribution of all or a portion of the
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assets of such corporation in the liquidation of the whole or any part of its capital
stock, the Secretary or his delegate shall declare the taxable period for such
taxpayer immediately terminated and shall cause notice of such finding and
declaration to be given the taxpayer, together with a demand for immediate
payment of the tax for the taxable period so declared terminated and of the tax
for the preceding taxable year or so much of such tax as is unpaid, whether or
not the time otherwise allowed by law for filing return and paying the tax has
expired; and such taxes shall thereupon become immediately due and payable.

(b) Reopening of Tazable Period

Notwithstanding the termination of the taxable period of the taxpayer by the
Secretary or his delegate, as provided in subsection (), the Secretary or his
delegate may reopen such taxable period each time the taxpayer is found by
the Secretary of his delegate to have received income, within the current taxable
year, since a termination of the period under subsection (a). A taxable period
so terminated by the Secretary of his delegate may be reopened by the taxpayer
(other than a nonresident alien) if he files with the Secretary or his delegate a
true and accurate refurn of the items of gross income and of the deductions and
credits allowed under this title for such taxable period, together with such other
information as the Secretary or his delegate may by regulations prescribe, If the
taxpayer is a nonresident alien the taxable period so terminated may be reopened
by him if he files, or causes to be filed, with the Secretary or his delegate a true
and accurate return of his total income derived from all sources within the United
States, in the manner prescribed in this title.

(¢) Clitizens

In the case of a citizen of the United States or of a possession of the United
States about to depart from the United States, the Secretary or his delegate
may, at his discretion, waive any or ail of the requirements placed on the tax-
payer by this section.

(d) Departure of Alien

Subject to such exceptions as may, by regulations, be prescribed by the Secre-
tary of his delegate—

(1) No alien shall depart from the United States unless he first procures
from the Secretary or his delegate a certificate that he has complied with all
the obligations imposed upon him by the income tax laws.

(2) Payment of taxes shall not be enforced by any proceedings under the
provisions of this section prior to the expiration of the time otherwise allowed
for paying such taxes if, in the case of an alien about to depart from the
United States, the Secretary of his delegate determines that the collection
of the tax will not be jeopardized by the departure of the alien.

{e) BI’)wl'nishing of Bond Where Taxzable Year Is Closed by the Secretary or His
elegale

Payment of taxas shali not be enforced by any proceedings under the provisions
of this section prior to the expiration of the time otherwise allowed for paying
such taxes if the taxpayer furnishes, under regulations prescribed by the Secre-
tary or his delegate, a bond to insure the timely making of returns with respect
to, and payment of, such taxes or any income or excess profits taxes for prior
years.

SECTION 6861, JEOPARDY ASSESSMENTS OF INCOME, ESTATE, AND GIFT TAXES

(@) Authority for Making

If the Secretary or his delegate believes that the assessment or collection of
o deficiency, as defined in section 6211, will be jeopardized by delay, he shall,
notwithstanding the provisions of section 6213(s), immediately assess such
deficiency (together with all interest, additional amounts, and additions to the
tax provided for by law), and notice and demand shall be made by the Secretary
or his delegate for the payment thereof.

(0) Deficiency Letters

If the jeopardy assessment is made before any notice in respect to the tax to
which the jeopardy assessment relates has been mailed under rection 6212(a),
then the Secretary or his delegate shall mail a notice under such subsection within
60 days after the making «{ the assessment.
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(¢} Amount Assessable Before Deacision of Taz Court

The jeopardy assessment may be made in respect of a deficiency greater or
less than that notice of which has been mailed to the taxpayer, despite the pro-
visions of section 6212(c) prohibiting the determination of additional deficiencies,
and whether or not the taxpayer has theretofore filed a petition with the Tax
Court, The Secretary or his delegate may, at any time before the decision of the
Tax Court is rendered, abate such assessment, or any unpaid portion thereof, to
the extent that he believes the agsessment to be excessive in amount. The Secre-
tary or his delegate shall notify the Tax Court of the amount of such assessment,
or abatement, if the petition is filed with the Tax Court before the making of the
assessment or is subsequently filed, and the Tax Court shall have jurisdiction to
redetermine the entire amount of the deficiency and of all amounts assessed at
the same time in connection therewith.

(d) Amount Assessable After Decision of Tax Court

If the jeopardy assessment is made after the decision of the Tax Court is
rendered, such assessment may be made only in respect of the deficiency deter-
mined by the Tax Court in its decision.

(e) Expiration of Right io Assess

A jeopardy assessment may not be made after the decision of the Tax Court
has become final or after the taxpayer has filed a petition for review of the decision
of the Tax Court.

(f) Collection of Unpaid Amounts

‘When the petition has been filed with the Tax Court and when the amount
which should have been assessed has been determined by a decision of the Tax
Court which has become final, then any unpaid portion, the collection of which
has been stayed by bond as provided in section 6863(b) shall be collected as part
of the tax upon notice and demand from the Secretary or his delegate, and any
remaining portion of the assessment shall he abated. If the amount already
collected exceeds the amount determined as the amount which should have heen
assessed, such excess shall be credited or refunded to the taxpayer as provided in
section 6402, without the filing of claim therefor. If the amount determined as
the amount which should have heen assessed is greater than the amount actually
assessed, then the difference shall be assessed and shall be collected as part of the
tax upon notice and demand from the Secretary or his delegate.

(9) Abatement if Jeopardy Does not Exist

The Secretary or his delegate may abate the jeopardy assessment if he finds
that jeopardy does not exist. Such abatement may not be made after a decision
of the Tax Court in respect of the deficiency has been rendered or, if no petition
is filed with the Tax Court, after the expiration of the period for filing, such
petition. The period of limitation on the making of assessments and levy or a
proceeding in court for collection, in respect of any deficiency, shall be determined
as if the jeopardy assessment so abated had not been made except that the
running of such period shall in any event be suspenced for the period from the
date of such jeopardy assessment until the expiration of the 10th day after the
day on which such jeopardy assessment is abated.

SurreEME CoURT 0¥ THE UNITED STATES
Syllabus
LaNe v. UNITED STATES ET AL,
Certiorari to the United States Court of Appeals for The Second Circuit

No. 73-1808. Argued January 21, 1975—Reargued October 15, 1975—Decided
January 13, 1976.%

These cases involve two income-tax payers whose taxable years were terminated
by the Internal Revenue Service (IRS) prior to their normal expiration dates
%ursuant to the jeopardy termination provisions of § 6851(a)(1) of the Internal

evenue Code of 1954 (Code), which allows the IRS immediately to terminatzs a
taxpayer’s taxable period when it finds that the taxpayer intends to commit any
act tending to prejudice or render ineffectual the collection of his income tax for

*Together with No. 7475, United States et al. v. Hall, on appeal to the United States
Court of Appeals for the Sixth Circuit.



161

the current or preceding taxable year. Under § 6851 the tax is due immediately
upon termination, and upon such termination the taxpayer’s taxable year comes
to a close. In each case, after the taxpayer failed to file a return or pay the tax
ussessed as demanded, the IRS levied upon and seized property of the taxpayer
without having sent a notice of deficiency to the taxpayer, a jurisdictional pre-
requisite to a taxpayer’s refund suit in the Tax Court, and without following the
other procedures mandated by § 6861 et seq. of the Code for the assessment and
collection of a deficiency whose collection is in jeopardy. The Government contends
that such procedures are inapplicable to a tax liability arising after 4 § 6851
termination because such liability is not a “deficiency’” within the wmeaning of
§ 6211 (a) of the Code, where the term is defined as the amouns of the tax imposed
less any amount that may have been reported by the taxpayer on his return.
In No. 73-1808 the District Court held that a deficiency notice is not required
when a taxable period is terminated pursuant to § 6851(a)(1), and dismissed the
taxpayer’s suit for injuctive and declaratory relief on the ground, inter alia, that
it was prohibited by the Anti-Injunction Act, §7421(a) of the Code, and the
Court of Appeals affirmed. In No. 74-75 the District Court granted the taxpayer
injunctive relief, holding that the Anti-Injuncdon Act was inapplicable because
of the IRS's failure to follow the procedures of § 6861 et seq., and the Court of
Appeals affirmed. Held: Based on the plain language of the statutory provisions
at issue, their place in the legislative scheme, and their legislative history, the
tax owing, but not reported, at the time of a § 6851 termination is a deficiency
whose assessment and collection is subject to the procedures of § 6861 et seq.,
and hence because the District Director in each case failed to comply with these
Iﬁaquirements, the taxpayers’ suits were not barred by the Anti-Injunction Act.

(2) Under the statutory definition of § 6211(a), the tax owing and unreported
after a jeopardy termination, which in these cases, as in most § 6851 terminations,
is the full tax due, is clearly a deficiency, there being nothing‘in the definition to
suggest that a deficiency can arise ouly at the conclusion of a 12-month taxable
year and it being sufficient that the taxable period in question has come to an end
and the tax in question is due and unreported. Pp. 11~13.

(b) To deny a taxpayer subjected to a jeopardy termination the opportunity
to litigate his tax liability in the Tax Court, as would be the case under the Govern-
ment’s view that the unreported tax due after a jeopardy termination is not &
deficiency and that hence a definciency notice is not required, would be out of
keeping with the thrust of the Code, which generally allows income-tax payers
access to that court. Pp. 14-15.

(c) The jeopardy assessment and fermination provisions have long been treated
in a closely parallel fashion, and there is nothing in the early codification of such
provisions to suggest the contrary. Pp. 15-21.

{ﬁNo. ’33—1808, 496 T. 2d 853, reversed and remanded No. 74-75, 493 F. 24 1211,
affirmed.

Marshall, J., delivered the opinion of the Court, in which Brennan, Steward,
White, and Powell, JJ., joined. Brennan, J., filed a conecurring opinion. Black-
mun., J., filed a dissenting opinion, in which Berger, C. J., and Rehnquist, J.,
joined. Stevens, J., took no part in the consideration or decision of the cases.

Question &c. Mr. Fehl of the ¥BI stated that as early as April of 1976, 33 cases
were turned over to DEA involving major heroin traffickers, Can you provide the
disposttion of these cases to the Committee?

Referring directly to Mr, Feh!l's testimony in the Committee’s document, it is
correctly stated that the number 33 refers to major narcotics traffickers who were
indicted in April of 1976, and not 33 cases. In May of 1975, a Central Tactical
Unit operation began as 2 joint effort of both the FBI and DEA. Between August
6, 1975 and mid-September 1975, an intensive debriefing of a principal Govern-
ment witness was completed by DEA personnel and resulted in a 73 page state-
ment, The DEA investigation resulting from this testimony disclosed a vast
multikilogram heroin/cocaine importation/distribution network covering the
metropolitan eastern seaboard and as far west as Chicago. The investigation
disclosed a close, amorphous structure between Italian-American, Black and
Latin Organized Crime groups.

In April of 1976, 33 arrest warrants were issued in the SDNY (Indictment
#76CR324). By April 23, 1976, 32 defendants were apprehended. The sole fugitive
from the indictment has been a DEA fugitive in another case since 1970, Trial
began in August 1976 and is presently continuing. One principal violator Juan
Antonio ALVAREZ jumped bail and is currently being tried in absentia.
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It is to be noted that the DEA investigation initiated by the statement of the
principal witness resulted in the uncovering of a large number of other primary
witnesses who were able to expand the scope of the investigation far beyond the
group of violators identified by the DEA/FBI witness. The resulting 33 indict-
ments indicate the highest levels of violators in this expanded investigation.

Question 6d. Explain the case management system utilized by DEA in monitor-
ing cases turned over to Justice and other agencies, as well as those cases referred
by outside agencies to DEA?

1. To distinguish between DEA “cases’” and the ‘“‘case’” of an individual
violator, a DEA investigative case is most often targeted against several in-
dividuals involved in an identifiable drug trafficking situation or organization.
Each DEA investigative case is assigned a unique case number by the originating
office for management reporting purposes. Each case is further identified with
respect; to either the agency or type agency that provided the initial investigative
lead or evidence, the broad geographic area involved, and the DEA priority
assigned to the investigation based on the major drug involved and the position
9&1d tl.'gltgive importance in the trafficking heirarchy of the principal violator
identified.

2. Referrals to other agencies by DEA fall in the three general categories based
on the source of the investigation:

(a) The first category involves the referral of information or evidence on
violations of nondrug Federal statutes to other Federal law enforcement
agencies that is obtained in the normal course of DEA investigations. Where
drug violations are also involved, joint investigative efforts may be under-
taken to immobilize the violator.

(b) The second category involves referrals to state and local authorities
that emanate from DEA initiated cases, DEA/state and local task force
cases, and DEA/state and local cooperative cases where the violations do not
meet the local guidelines of the respective U.S. Attorneys for prosecution in
Federal Courts.

(¢) The third category involves referrals to state and local authorities for
prosecution of drug violations that have been referred to DEA by other
Federal agencies such as the U.S. Customs Service, that do not meet the local
guidelines of the respective U.S. Attorneys for prosecution in Federal Courts.
Referrals in this category are identified formally as DEA investigative cases
for management purposes only when a reasonable amount of additional
i]x)l']v:eﬁtigative activity was undertaken subsequent to the initial referral to

J

3. Drug-related matters referred to DEA by other Federal agencies or state and
local authorities that are accepted for further investigation and/or Federal
prosecution are identified as described in paragraph 1, above. Cases that are
referred to DEA but do nov meet the local guidelines of the respective U.S.
Attorneys may subsequently be referred to state and local authorities for prosecu-
tion. In the latter instance, DEA monitors the referral situation through disposi-
tion of the defendants only where the expenditure of investigative resources
warrants the assignment of a case number for management purposes.

4. Management of cases in the categories described in paragraphs 2 and 3, above,
in terms of direct supervision is the responsibility of the DEA Office in Charge
which operates under general supervision of the parent region. Investigative
resources expended (i.c.,, work hours and PE/PI) and investigative results in
terms of information, arrests and seizures are reported through supervisory
channels to DEA Headquarters. Concurrently, appropriate information is pro-
vided to other agencies. Headquarters supervision ranges from menitorship of
investigations of all levels and specific approval of priorities assignsd to major
investigations to the coordination of interregional investigations and control of
resource expenditures above established thresholds.

5. For arrests reported in investigation assigned a DEA case number, the dis-
position of each defendant by Federal or state courts is monitored and reported
for statistical purposes up to but not including any appeal from a conviction.
While statistics are not maintained on the defendant through the appealate
process, that process is monitored through completion at the field office level as this
is a prerequisite for the final disposition of any evidence in the case held by DEA.
Those defendants in a fugitive status are sought and otherwise monitored through
their apprehension or other disposition. A copy of the DEA case report that is
submitted to the U.S. Attorney for prosecution in the Federal Courts is provided
to the Department of Justice within 10 days after the completion of the case.
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Question 6. In your testimony you stated that much of the interagency coopera-
tion in the field of narcotics law enforcement cannot be documented. Please
provide to the Committee a general outline of information exchange for the
agencies which are participating in this data flow. For example, what field intel-
ligence or clearinghouse exists to provide information on Customs seizures, IRS
investigations and Justice Department prosecutions? Does such a network need
to be established if none exists?

This is an outline of major interagency programs that DEA manages for in-
creasing information flow to other agencies’ needs.

DEA intelligence training programs, since their inception, have included per-
sonnel from othcr Federal and stute enforcement agencies.

Operationally, the El Paso Intelligence Center (EPIC), the Unified Intelligence
Division in New York (UID), the new Field Intelligence Exchange Groups
(FIEQ) in Chicago and Miami, the Interagency Drug Intelligence Group-Mexico
(IDIG-M), and the Asian Heroin Working Group (AHWQ) are structured to
improve analytical intelligence production and exchange between federal,
foreign, state, and lecal agencies.

EPIC, which is strategically located on the U.S./Mexico border, is a multi-
agency sector drug intelligence unit. Directed by DEA, it includes representatives
from Immigration and Naturalization Service, United States Coast Guard, U.8.
Customs Service, Aleohol, ‘Tobacco and Firearms, and Federal Aviation Adminis-
tration and associated state members. EPIC provides 24 hours, on site, rapid
response intelligence to field requests from Federal and local enforcement using
DEA as a coordinating point.

DEA’s Unified Intelligence Division in New York has been operating since
October 1973 with personnel from DEA, New York City Police Officers and New
York State Enforcement. Their intelligence also is shared with drug enforcement
agencies in adjacent states.

Two Field Intelligence Exchange Groups are being tested in Chicago and
Miami. These groups are an innovative approach by DEA to link collection,
analysis, and sharing of intelligence by Federal and local agencies in the field.
Their goal is to develop investigations and conspiracy or substantive prosecutions
against major trafficking organizations and operatives. If the two pilots prove
successful, the concept will be expanded to other major cities. Nineteen target
cities have been nominated so far keyed to areas where heroin distribution and
use pose most serious threats to our citizenry. DEA regional managers manage
meetings where Customs, Immigration and Naturalization Service, Federal Bureau
of Investigation, Internal Revenue Service, Coast Guard, Alcohol, Tobacco and
Firearms, Secret Service, Postal Inspectors, Security and Exchange Commission,
Federal prosecutors and state and local police chiefs or deputies are participants
and share information against a common target.

The Interagency Drug Intelligence Group-Mexico (IDIG-M) was formed on
May 20, 1976. Its mission is to coordinate and share intelligence of involved
Federal agencies on both the foreign and domestic aspects relating to Mexican
heroin. The following agencies are active members: DEA, State Department,
Immigration and Naturalization Service, U.S. Customs Service, Office of Manage-
ment and Budget (ex officio), and the U.S. Coast Guard. Agencies, such as De-
partment of Agriculture and Federal Aviation Administration, participate as ad
hoc members. .

The Asian Heroin Working Group became operational within DEA in August
1976. Like IDIG-M, it is a specialized intelligence unit which will develop into
an interagency effort. It will share products that detail structures and vulnera-
bilities of eriminal conspiracies on national and international levels, thereby
directly supporting enforcement and prosceutional aciion. This group will serve
as & central point of coniact for other agencies to acquire investigative data on
Asian heroin traffickers,

These and other DEA intelligence programs are supported by DEA’s automated
PATHFINDER System. The implementation of PATHFINDER, and other
systems like it, will considerably increase the range of useable information avail-
able toa DEA and other agencies. Large volumes of data previously too voluminous
to be aralyzed can be placed in a manageable format to add to the sources of
information open to DEA and member agencies. PATHFINDER also has a high
potential for supporting sophisticated intelligence analysis for targeting and
conspiracy case developmernt. These interagency programs now are subject to
review and evaluation by a Cabinet Committee on Drug Law Enforcement for
potential use as building blocks of a national narcotics intelligence system.
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With respect to interface with Customs for seizure data, with IRS for investi-
gative data on drug violators, and with Justice Department for prosecutive data,
DEA Inteliigence currently handles this interface directly. The accession of
these and other data bases through an interagency narcotics center is now sched-
%‘lg_d for review by an interagency evaluation team during the first quarter of

1977.

Question 7. Since the Cabinet Committee on International Narcotics Control
has not met since 1973, what direction, or policies are followed in international
opium interdiction? From where do these policies emanate? What input does
DEA have in the establishment of policy, treaty negotiations, and to the Secretary
of State in regard to State Department responsibility in the production and
trafficking of narcotics?

Relevant U.S. missions abroad submit annual narcotics control action plans
for their countries to the State Department. These plans provide assessments
of the role of the country in the international narcoties traffic and address a wide
variety of topics which have any bearing on drug traffic and use affecting the
country. Recommendations are made as to what is needed to improve narcotics
control efforts and the assistance that the U.S. Government can and should
furnish, The “NCAP” is prepared from input of designated members of the
TU.S. mission’s country team, including DEA, Al members clear on the document
in final form hefore dissemination.

At Washington, D.C,, interagency working groups (in which DEA participates)
meet to provide comments on the assessments and recommendations of the
NCAP. It is at this level that specific policy decisions are recommended to Am-
bassador Vance for CCINC approval. Proposed programs, including their financial
asgects, are submitted to the appropriate committee of Congress. While the
CCINC itself has not met for some time, its working group, Chaired by Ambassador
Vance, has met frequently to address specific topics. DEA’s Administrator
participates, Important policy implementation decisions are made at these
meetings.

There are also various CCINC subcommittees, such as Enforcement, Intelli-
gence, Training, ete., which also meet as the need presents itself. DEA chairs the
Euforcement and Training Subcommittees., Ambassador Vance's Deputy chairs
weekly interagency meetings of representatives at his level which address ongoing
topics of common concern. These can be regarded to an extent, as “operational’”’
Coordinating Subcommittee meetings. DEA. does participate and policy is also
established and implemented here.

DEA has an equal voice at the various interagency meetings which are also
attended by AID, NIDA, CIA, Customs, Agriculture, Treasury, and repre-
gentatives of the various relevant branches of the State Department. At the
Embassy level and at Washington, D.C., through the appropriate State Depart-
ment desks and S/NM (Ambassador Vance’s Office), DEA does recommend
courses of action to be taken at the Embassy and State Department levels.

As a rule, DEA clears ou cable traffic on narcotics matters originated by the
State Department for transmission to U.S. missions. However, DEA itself initiates
the bulk of the messages dealing with narcotics. These are cleared with the
State Department when matters of foreign policy are involved and with her
CCINC agencies as appropriate.

DISA does participate in recommendations for and preparations of agreements
and other international understandings regarding narcotics control cooperation.
As o general rule, it has not been necessary to have formal agreements other
than the Single Convention, as amended, in establishing mutual narcotics
cooperation.

Question. 8a. In your testimony you stated that the current number of high
level trafficking fugitives exceeds 2,600. Please provide to the Committee the
amount of bail forfeiture that this figure represents?

The dollar amount of bail forfeitures by DEA fugitives is not readily retrievable.
However, DEA conducted a tedious review of the cases of those DEA fugitives
who were first declared as such during calendar year 1975. The dollar amount of
bail forfeitures totaled $3,615,550.00.

Questien. 8b, Please provide an analysis of the local, state and Federal court
narcotics fugitives as of this time?

On Qctober 6, 1976, DEA had a search conducted by the NCIC (National
Crime Information System). That search resulted in the following:

(1) Non-Federal (State and local) fugitives wanted for drug related charges
totaled 7,170.
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(2) Federal and non-Federal drug related fugitives account for approximately
7 percent of all fugitives listed on the NCIC.

(3) The largest categories of fugitives listed on the NCIC are auto/theft,
larceny/theft, burglary and robbery. ’

Question. 8c. Please discuss the area in which a majority of bond reductions
took place for these fugitives and as to whether it is at Magistrate level or at the
Federal Judge level?

DEA cannot state that in every judicial district bonds have been set too low
or that bond reduction hearings have always Jed to fugitive cases. DEA has stated
the position that fugitives are of a sufficient number to be of grave concern and
that this trend must be curtailed. DEA does not maintain a reporting system
which allows us to differentiate between Magistrates and Federal Judges in the
bond reduction procedures.

Regarding insight as to why bonds for high-level traffickers are sometimes
drastically reduced, DEA can only surmise that it is the result of several factors.
Ve have no doubt, however, that the Bail Reform Act is most predominant among
these factors. As an example, we have attached an article from “The Phoenix
Gazette” of Qctober 18, 1976.

[From the Phoenix Gazette, Oct. 1%, 1976)

WueETHER THEY WILL APPEAR 18 KEY—MAGISTRATE DEFENDS His RE-
LEASE oF 46 Druc Susrects Wrtnour BAIL

[By Rick Lanning]

Federal Drug Enforcement Administration agents were shaking their heads
in disappointment today as 48 persons, arresied earlier this month as suspected
heroin smugglers, freely walked the streets of Phoenix.

Bonds were set by U.S. Magistrate Richard C. Gormley for only two of those
arrested—PFrancisco Diaz Sr. and his son, Francisco Jr., who were released after
posting $7,500 bond each.

The others, suspected of being part of a major ring which trafficked and sold
Mexican “brown’’ heroin in this country, are free on their own recognizance.

Earlier this year, DEA officials released a report which indicated that a high
percentage of persons involved in illlicit drug traffic went right back to selling
illegal drugs when they were released from custody.

his is frustrating to law enforcement officers, whether on a local or federal
level, said a DEA spokesman.

In an exchange with a newsman outside the Federal Building in Phoenix,
Gormley defended his actions in releasing the 46.

“Under the Bail Reform Act, I have to consider only whether a person in all
probability will show up for all ecourt appearances,” he said. ‘I can’t consider
the question of whether that person will go back to selling drugs or anything else—
Phil Jordan and his night raiders notwithstanding.” Jordan is head of the DEA’s
office in Phoenix. .

Any person arrested while out on bond would be in “an entirely different situa-
tion,” said Gormley. “That person would probably stay behind bars.”

The 48 in the Phoenix area brought to more than 300 the number arrested
across the 1.S. as part of the crackdown against heroin. More than half of them
are considered major suppliers of the deadly addictive, .

DEA Administrator Peter B. Bensinger said in Washington, D.C,, that his
agency's effectiveness in closing the door on the heroin rings “will depend on
how soon the suspects are freed on bond as well as the length of the ultimate
sentences.”

Bensinger said the Senate recently adopted a resolution by Sens, Charles H.
Percy, R-Ill,, and Sam Nunn, D-Ga., urging federal magistrates and judges to
keep this fact in mind when they set bail for sccused drug traffickers.

Gormley was adamant in his policy in setting bail.

“If I set bail too high and a person can’t make it, I, in effect, have found that
person guilty,” said Gormley. “My job is to make sure that person gets fo court—
not to act as judge and jury.”

The DEA report, released out of the federsl agency’s Denver office, showed
that illegal trafiicking in drugs is a common practice while a suspected drug
dealer is awaiting trial.

Jordan said 13 of the suspects indicted for alleged violation of federal nar-
cotic laws are already in prison on drug-related and other felony charges. R

Question 9a. Please provide to the Committee a summary of the comparison
of the New York narcotic laws and the proposed Federal sentencing system as
stated in your testimony?
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THE NEW YORK EXPERIENCE WITH MANDATORY MINIMUM SENTENCES VERSUS
S. 8411

The New York experience with mandatory minimum sentences for drug
offenses, which became effective in 1973, has met with some criticismn, but these
were more of a mechanical rather than a philosophical nature. The Penal Law of
1973, Article 220, “Controlled Substances Offenses,”’ created various classes of
felonies, the most severe being Class A, the least being Class E. That law also
covers drugs other than heroin, such as cocaine, methamphetamines, and LSD.
Class A felonies are divided into three categories: A-I, punishable by a mandatory
minimum term of 15 years to life; A~II, punishable by a mandatory minimum term
of six years to life; and A-III, punishable by a mandatory minimum term of one
year to life. Most important, however, the law provided that a defendant indicted
for a Class A felony defined in Article 220, could only enter a plea of guilty for a
Class A felony. In other words, plea bargaining was severely restricted, and in
some cases prohibited.

The result of this latter provision was that a defendant indicted for a Class A-1
or A-II felony could, with the court’s permission and the concurrence of the
prosecutor, enter a plea of either an A-II or A-III felony. However, a defendant
indicted for a Class III felony, for example, the sale or possession with intent to
sell heroin or cocaine, had only the choice of pleading to the top count in the
indictment or of going to trial.

A-TII felonies involve the sale of up to one-eighth ounce of heroin or cocaine,
or the simple possession of any amount up fo one ounce. Hence, the New York
courts were inundated with relatively low level violators who were forced to
either plead to the top count in the indictment or go to trial. Faced with this
Hobson’s choice, most defendants opted for trail, since their potential jail time
would not be significantly increased if convicted, and there was always the possi-
bility of an acquittal. Consequently, court calendars became exceedingly congested
with A-III felonies, and sufficient time and attention for the handling of more
important indictments was not possible. Both judges and prosecutors alike
strongly voiced their complaints to this problem, and their concerns were specifi-
cally addressed in New York’s new legislation which became effective July 1, 1976.
Essentially, this new legislation did not alter the mandatory minimum sentence
structure except by allowing for some plea bargaining in the A-III category, to
relieve court congestion and reduce the large backlog of cases.

The “Narcotic Sentencing and Seizure Act of 1976” (S. 3411) does not suffer
the same vulnerability to criticisms and attack as the New York law, for several
reasons. First of all, Title I of the Act makes the mandatory minimum sentences
and terms of parole ineligibility only applicable to violations of Sections 841, 845,
846, 960, 962 and 963 of Title 21 of the United States Code, and these are then
limited only to violations involving opiates as defined. (Heroin, morphine, ete.,
Eut excluding cocaine.) Thus, not all defendants will be faced with these prison

€rIms.

Moreover, DEA’s enforcement priorities and these goals of the Act are consistent
in that both address the major violator. The Act excludes from its provisions
defendants who are only peripherally or minimally associated with the trafficking
operations. Since DEA does not actively pursue the street peddler, who makes
up the vast majority of the A-IIT defendants in New York, and who would
generally fall into this category, the effect of the mandatory minimum provisions
will be limited to only major violators.

Additionally, unlike New York, S. 3411 does not impose mandatory minimum
sentences for violations involving simple possession of heroin, but rather, is
limited to those violations involving heroin trafficking. Most importantly, the
proposed legislation in no way restricts the defendants ability to plea bargain.
The bill does not affect 21 U.S.C. 843(b), which makes it o violation to use a
communication facility in furtherance of a trafficking operation and which carries
3 non-mandatory sentence of up to four years in prison, nor does the bill affect
21 U.8.C. 844, which makes simple possession of u controlled substance a mis-
demeanor. Hence, there are available two sections, one a felony and one a misde-
meanor, within which the plea bargaining process can be framed.:

S. 3411 imposes a final safeguard for the defendant by requiring that the eourt
hold an independent hearing, after conviction and prior to sentencing, to determine
whether the defendant should be sentenced under the mandatory minimum
provisions of the Act. The court is required at the conclusion of this hearing to
make specific written findings concerning the defendant’s status under the Act,
thereby protecting the defendant’s rights for appellate review.

Question 9b. Please provide the information referred to in the testimony of the
499 “free time” DEA arrestees?
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ReporT ON Posr-ArresT DrRuG TRAFFICKING
[Prepared by: The Office of the Special Assistant to the Director]

On October 15, 1972, President Nixon addressed the nation in a
radio broadecast in which he summarized both the progress and
problems in the Government’s effort to combat the illicit drug
traffic. He stated his intention to ask the next Congress to enact
mandatory sentences for heroin traffickers and to amend Federal
law “s’(,) as to keep these peddlers of death off our streets after their
arrest.

This is a preliminary report designed to illustrate one facet of
the problem to which the President referred—that of the continuing
illicit trafficking activity of violators who have been released on
bail. We believe this preliminary data supports the need for pretrial
get?ltion measures which will be proposed hy the Department of

ustice.
Jon E. INngErsoLL, Direclor.

INTRODUCTION

Professional drug enforcement officers have become increasingly concerned
with a problem which may be referred to as “*post-arrest drug trafficking”. This
involves a multiplicity of situations in which persons apprehended for trafficking
in narcotics and dangerous drugs have obtained release pending trial and continue
to engage in illicit trafficking activities. Although existence of the problem has
been suspected for some years, it has become of more crucial interest because of
the current drug crisis and the shifts in Federal drug enforcement strategies which
have recently occurred.

Shortly after its creation in 1968, the Bureau of Narcotics and Dangerous
Drugs launched a new strategic enforcement concept which sought to identify
“drug trafficking organizations' and immobilize them through systematic in-
vestigation. Notable successes have been achieved; however, it was soon learned
that the almost immediate release of the arrested individuals on bond made
possible the organization’s continued functioning. Moreover, since such investiga-
tions involve great expenditure of agent manpower and resources, it is extremely
difficult to again arrest the individuals; and they are, therefore, able to resume
their illicit operation. Even though they are subsequently convicted, the orga-
nization may not be disrupted since the time of their departure for prison will vary
and ample opportunity will exist to incorporate new criminal associstes in their
place. Finally, it was suspected that a substantial number of major violators often
sought to prolong the period between arrest and conviction through legal delays
or by fleeing the jurisdiction to continue their activity.

In July of 1972, the Director of the Bureau of Narcotics and Dangerous Drugs
appointed a committee of combined legal and enforcement officers to review the
alleged problems in detail and to recommend concrete measures for combatting
them. In late August the committee concluded that a problem of serious dimensions
did appear to exist and that current bail release procedures were sharply hindering
the Government’s effort to reduce illicit sources of narcotic drugs. It was recom-
mended that a series of phased research efforis be designed and implemented for
the purpose of bringing the problem into sharper focus. This plan was approved,
and the data contained herein reflect the findings of the initial phase of inquiry.

The statistics represented in the accompanying charts have been abstracted
from a review of cases of 422 individuals released on bail during Calendar Year
1970. All of these individuals were churged with offenses of {rafficking in narcotic
drugs. In thé vast majority of cases, this meant heroin speeifically, but some
cocaine transactions are also included. The individuals were otherwige selected
at random with the exception that cases were excluded from consideration where
data was incomplete.
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STATURE oF VIOLATORS
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This chart provides a quick description of the stature of the traffickers repre-
sented in the sample. 65 percent of the fotal were dealing in multiple ounce
quantities or above and 23 percent of the total were classified as kilogram dealers.
The 23 percent is included as a part of the larger figure in which they were also
counted.
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EsTABLISHED CRIMINALITY
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This chart illustrates the previously established criminality of the violators in
this sample. 64 percent have previous felony arrests; 40 percent have previous
drug arrests; and one-fifth have prior drug convictions. This evidence tends to
suggest that their arrest for narcotics trafficking is more often than not merely a
further episode in a continuing eriminal career.

CosT oF FREEDOM

This chart iNustrates the relatively low amount of bail set in most of the cases
in this sample. 77 percent were set at less than $10,000 and in one-fifth of the
total cases it cost the defendants nothing to obtain their release. Normally, a
defendant must otherwise raise approximately 10 percent of the total bail amount
to post bond. A narcotics trafficker can, therefore, return to his chosen profession
with relatively little financial cost. The remaining 23 percent represents that por-
tion in which bail was set at $10,000 or more.

P
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Free TiMe

- Free from 6 months to

1, 1 year or more :

71% |

Free from 3 months to 1 year or more

This chart illustrates the amount of time for which tiie violators in this study
remained free to cngage in post-arrest trafficking activity prior to actual incar-
ceration. 71 percent of the total were at large for more than three months, and
37 percent were free from six months to over a year. Many of the examples of
post-arrest trafficking activity show subsequent violations which occurred only
days and sometimes hours after release.
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Free Time KiLogRAM DEALERS
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This chart illustrates the amount of time available to kilogram level dealers
following their arrest and prior to their final incarceration. 66 percent were free
for more than three months; cne-fourth of the total number were free from three
months to one-half year; one-fourth of the total were free from one-half year to
one year; and 16 percent were free for more than one year.
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FreQUENCY OF ALIEN FUGITIVES
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The final chart in this series illustrates data from separate studies indicating
the excessive frequency with which aliens become fugitives, presumably because
of their lack of cultural ties to the United States. Although aliens represent
but 2 percent of the national populatior, they represent 10 percent of the narcotic
traffickers in the sample of 422 cases.

They further represent 22 percent of a sample of 100 Bureau fugitives and
27 percent of recent fugitives in cases involving a bail of $10,000 or more. Thus,
although aliens represent one-tenth of the narcoties traffickers studied, they
constitute a};?roximately one-fourth of the Bureau fugitives indicating o category
of exceptional risk.

SAMPLE CASES

In addition to the foregoing data, the Bureau of Narcotics and Dangerous
Drugs’ Regional Offices were requested to supply brief examples illustrating the
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nature of field intelligence concerning post-arrest drug trafficking activities so
that the value of this source might be assessed for inclusion in a broader research
effort. These intelligence summaries further tend to confirm the existing view of
the magnitude of the problem. They provide concrete examples of cases in which
important violators may be arrested two or three times and repeatedly released
on low bail before being brought to trial on the original charge. Moreover, it
appears that violators often resume their illicit activity within a matter of hours
or days after their release.

The following case summaries have been selected for inclusion in this report to
provide a sample of the kind of information which was obtained from the Bureau’s
field offices. Most of the examples submitted in connection with the committee’s
original request have been excluded because of their sheer bulk or, in some cases,
because investigations were still pending.

Bosion

On February 10, 1971, Maurice Gregory was arrested in Boston after investi-
gation which established him as the head of a group of 36 defendants who had
been supplying 150 bundles of heroin at a cost of $100 per bundle every week for a
preceding two-year period. Six days later, this defendant was freed on $5,000
bond. At that time he moved to the New York area where he continued to supply
an associate in Boston with 100 bundles of heroin weekly until November 13, 1971,
when he was apprehended as a fugitive as he attempted to deliver a shipment of
75 bundles to a drug courier in New Jersey.

Philadelphia

On March 11, 1972, William Jacobs was arrested in Pittsburgh, Pennsylvania,
in connection with the sale of heroin to BNDD undercover agents. The same day
he was released on a $5,000 bond and on April 21, slightly over a month later,
Jacobs was again arrested by BNDD undercover agents for illegal possession of
heroin. Again, on the same day Jacobs obtained release on a $3,000 bond, and
subsequently on August 14, he was arrested by agents of the Federal Bureau of
Investigation in a hotel room in New Jersey where he was negotiating for the
purchase of narcotics to be delivered to Pittsbhurgh, He was also charged with
interstate transportation of stolen property.

New York

On May 16, 1972, Enrique Barrera was arrested in New York City when he
and four other violators attempted to receive shipment of 100 kilograms of
heroin in a footlocker which had been brought into the country from Belgium.
The following day he was released on $200,000 bond. Four months later several
South American female couriers were intercepted by U.S. Customs agents in
Miami as they attempted to smuggle 16.5 pounds of cocaine into the United States,
Subsequently, one of these defendants identified Barrera as the recipient of this
shipment as well as other shipments that preceded it in the past. On September 12,
1972, Barrera was again arrested in connection with this case and is currently in
custody charged with conspiracy.
Chicago

On June 28, 1971, Albert Bennett was arrested in Gary, Indiana, after the
execution of a search warrant resulted in the seizure of several ounces of 100%
pure heroin, $15,000 in cash, and several weapons. The search warrant was
obtained as a result of previous undercover | urchases from members of Bennett's
gang. Bond was originally set; at $100,000, bui was subsequently reduced to $25,000
which was posted several days later. BN DD continued to receive information that
Bennett was selling multi-ounce quantities of heroin in the Gary area. On Au-
gust 15, 1971, Bennett was arrested by U.S. Marshals in New York City while
attempting to board a plane for Chicago in possession of zpproximately one
pound of heroin. Bennett and a companion subdued the Marshal, took his service
revolver and threatened his life. The subjects fled with the heroin but were appre-
hended a short time later. He was then charged with assault on a Federal Officer,
but on August 19, posted bond of $10,000 and continued to engage in the heroin
traffic, until his conviction, a Federal search warrant was executed at his residence
and 178 grams of heroin, 8 loaded weapons and $11,000 in cash were seized.

Miams

On Jenuary 22, 1972, Ernest “Pop” Nelson was arrested in Miami after
execution of a Federal search warrant disclosed 6 grams of cocaine, $14,000 in
cash, and a revolver. Nelson was well-known in the Miami office as s major
drug trafficker. He was rcleased 2 days later under a $20,000 bond, and on that
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very evening sold 3 ounces of heroin to a BNDD undercover agent. Four days
later Nelson sold an additional 1/8 kilogram of heroin to an undercover agent.
On March 11, 1972, Nelson was again arrested in Miami by BNDD agents and
was released on a $75,000 bond. He was sentenced to terms of 7 and 10 years
in connection with these offenses, but was released on a $75,000 appeal bond. On
August 14, 1972, Nelson was again arrested when a search of his residence disclosed
150 tin foil packets of heroin, and he is currently incarcerated without bond.

Baltimore ,

On March 20, 1972, a violator was arrested in Oxon Hill, Maryland. According
to Grand Jury testimony this defendant was the source of supply for another
violator who sold 1/8 of a kilogram of heroin to undercover agents. He was
released on June 2, after posting a $25,000 bond. Arrest of another Washington,
D.C. trafficker late in June revealed that he had also recently supplied this
defendant with a 1/4 kilogram of heroin for sale.

Detroit

On December 8, 1970, Alan Murray Morris was arrested in Detroit, Michigan
shortly after his arrival from New York in possession of 18.4 grams of heroin
The next day he was released on a $1,000 bond. On Qctober 31, 1971, ten months
later he was again arrested in Toledo in possession of 54 kilograms of heroin
and one kilogram of cocaine. Again obtaining his freedom, Morris had to be
arrested for a third time on June 14, 1972, almost another year later. He was in
possession of a pound of heroin, a stick of dynamite and several guns. Two days
later Morris was again free on a $5,000 bond.

Kansas City

On July 7, 1972, a violator was arrested in Kansas City, Missouri, for illegal
possession of heroin. He was released the same day on a $7,500 bond, and before
a month was out, had again twice sold heroin to an undercover agent. He was
rearrested on August 10, again released on bond and arrested the third time on
August 21 for illegal possession of heroin. This defendant has again been released
on bond and according to intelligence received by BNDD officers, continues to
traffic in drugs.

Texas

On January 30, 1972, Jose Garcia Leyva was arrested in San Antonio, Texas,
after having sold heroin to & BNDD undercover agent. At the time of arrest
he was in possession of approximately 2 pounds of cocaine. He pleaded guilty
on February 1, but was freed prior to sentencing seven days later on a $20,000
bond. He failed to appear for sentencing and was declared a fugitive on March 24.
Cn September 29, 1972, he was again arrested by Mexican officers for separate
narcotic law violations involving a quantity of European heroin.

Denver

On December 1, 1970, defendants Blanca A. Uriarte De Lopez, Ismael Jaquez-
Diaz, Marciano Barraza-Sanchez and others were arrested after delivery of
784 grams of heroin to a BNDD undercover agent. Bonds were set at $2,500
with one exception in which the bond was set at $8,000. All defendants posted
bond and fled into Mexico where they continue to be fugitives, and according
to intelligence received, are still engaged in the illicit narcotics traffic.

Seattle

On January 18, 1972, Charles Steven Baken was arrested in Seattle following
undercover purchases of first heroin and then cocaine from one of his dealers.
He was released on a $2,500 bond the same day. Thereafter, laie in March another
undercover purchase of heroin was made from one of Baken’s men and a second
purchase of heroin was made from Baken himself. He was arrested for these on
April 4, and obtained release on a $10,000 bond. On June 9, 1972, for the third
time in less than six months Baken was arrested by BNDD agents after successful
negotiations for yet another purchase of heroin.

Los Angeles

On May 9, 1972, Robert A, Murray was arrested at Los Angeles International
Airport in possession of 30,000 tablets of amphetamine and 1,300 secobarbital
capsules. Thereafter, he obtained release on a $2,000 bond. On May 22, 1972, on
the other side of the country in Jacksonville, Florida, he was rearrested as he
delivered 450,000 amphetamine tablets to & BNDD undercover agent.
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New Orleans

On April 21,71971, Curry Williams was arrested in New Orleans following the
sale of 18 grams of heroin to a BNDD undercover agent. He was freed the same
day on a $7,500 bond. During the months of August and October, he made
additional sales of heroin whiclr resulted in his rearrest on December 9.

L ‘
BNDD COMMITTEE ON POST-ARREST DRUG TRAFFICKING

Gene R. Haislip, Chairman, Special Assistant to the Director

Phillip R. Smith, Chief, Special Projects Division

William J. Durkin, Chief, Criminal Enforcement Division

Donald E. Miller, Chief Gounsel

Samuel B. Billbrough, Chief, Operations Planning Staff

Dr. Albert A. Glass, Seientific Consultant

Charles D. Rhodes, Statistical Consultant

Harold Murry, Legal Consultant N

Queslion 10a. In referring to the newly formed Domestic Law Enforcement
Cabinet Committee, what current liaison exists between LEAA. NIDA and this
body? You stated in your testimony that Dr. DuPont is an ex officio member of
this body. How many times have you met with Dr. DuPont over what period and
what has been the substance of your disbussions? What specific programs and
projects have you agreed to undertake together?

The Cabinet Committee for Drug Law Enforcement was established by the
President on May 12, 1976. The Administrator of DEA, Mr. Peter B. Bensinger,
serves as Chairman of the Working Group of the Cabinet Committee. The Deputy
Administrator of the Law Enforcement Assistance Administration, Mr. Paul K,
Wormeli, is a member of this Working Group. Mr. Bensinger and Mr. Wormeli
have met on several occasions to discuss law enforcement matters of common
interest to DEA and LEAA. The Administrator of LEAA, Mr. Richard W.
Velder, and Mr. Bensinger also have met to discuss a variety of law enforcement
issues.

Dr. Robert L. DuPont, Director of the National Institute on Drug Abuse, is an
ez officio member of the Working Group of the Cabinet Committee for Drug Abuse
Prevention, Treatment, and Rehabilitation. Dr. DuPont has attended formal
meetings of the Working Group of the Cabinet Committee for Drug Law En-
forcement, and he has discussed extensively with the members of the Working
Group recent findings and policies in the areas of drug abuse prevention, treat-
ment, and rehabilitation. In addition, Mr. Bensinger and Dr. DuPont have
had frequent meetings since Mr. Bensinger’s appointment as Administrator of
DEA in February 1976. Several of these meetings have specifically addressed
senior-level coordination of supply reduction and demand reduction efforts
both domestically and abroad. On several occasions Mr. Bensinger and Dr.
DuPont have discussed opium policy, including provision of supplies for legitimate
use; consequences of enforcement initiatives on treatment and rehabilitation
resources; analysis of proposed legislation from both supply reduction and demand
reduction perspectives; and the scheduling and regulation of licit drugs and their
production and distribution. Finally, Mr. Bensinger recognizes that Dr. DuPont
is one of the most experienced and articulate senior public officials desling with the
problem of drug abuse. As such, Mr. Bensinger frequently has solicited the views
of Dr. DuPont on both supply reduction and demand reduction policy issues.

Question 10b. How do you explain the obvious contradiction in the minor
linkage between crime and diug abuse in the Shellow report with the recent
President’s statement of April 27 in which he states that over 509, of all crime
is drug related?

DEA is unable to explain the differences between the President’s statement and
the Shellow report. It is conceivable that in certain urban areas, 50% of all
crime is related to drug abuse, particularly heroin. This, however, may not be
true of the country as a whole. While various studies and estimaies are made
from time to time, and which greatly differ in their conclusions, too little coor-
dinated effort has been accomplished to date.

Question 10c. Please provide to the Committee a review of the activity of the
Domestic Law Enforcement Committee? 9

The Cabinet Committee on Drug Law Enforcement will be finalizing a report
of its activities prior to the end of November. DEA would be pleased to furnish
the requested information at that time. .

Question 10d. Please provide to the Committee the information concerning the
595 persons in Mexico turned over to the Attorney General there, particularly as
it relates to their citizenship and bail set in this country?
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The 595 names turned over to the Attorney General of Mexico are those fugi-
tives identified by our domestic offices as possibly being in Mexico. Some of these
subjects are known to be incarcerated in Mexico. Others are known to be residing
in Mexico and can readily be observed there. Others are only tentatively identi-
fied as being in Mexico and anly a general locale can be determined. The Mexican
Attorney General was provided fugitive names and as available, physical descrip-
tions and warrant information as well as tentative locations. As necessary, this
information can be updated and verified by DEA representatives in Mexico City.

Of the 505 subjects submitted to the Mexican Attorney General, 499 were
born in Mexico, and therefore, can claim Mexican citizenship (Mexico recognizes
dusl citizenship): 75 subjects were not identified with a place of bhirth but it can
be assumed that some of them were born in Mexico. The remaining 21 are non-
Mexican by birth and include U.S. citizens incarcerated in Mexico. As to the

~bail on these subjects, DEA has not maintained statistics on citizenship/bail.

Question 11a. Please provide to the Committee the Standard Operating Proce-
dures produced by your department on July 30, 1976 concerning the general com-~
pliance with the Mansfield Amendment?

Please find attached a copy of “DEA Functions and Guidelines Relating to
QOperation in Foreign Countries’ dated July 30, 1976.

Question 11b. Please furnish any preliminary findings as to the adverse effect
you feel this amendment might play in the international narcotics effort, and
indicage in what manner your guidelines might overcome any suck possible adverse
effects?

Guidelines Committee study teams consisting of DEA and Department of
Justice personnel have recently undertaken travel to a cross-section of relevant
DEA offices in order to assess the effect of the Mansfield Amendment on our inter-
national narcoties control efforts. The teams are scheduled te complete their
travel and assessments during the third week in November 1976. Members of the
teams will be made available to brief the Select Committee in early December 1976.

Jury 30, 1976.

Memorandum to: Deputy Administrator, Assistant Administrators, Directors,
Cifice Heads, Division Chiefs, Regional Directors, Criminal Investigators,
Narcotics Intelligence Officers, and Pilots.

From: Peter B. Bensinger, Administrator. DEA.

Subje(’ct.: DEA Functions and Guidelines Relating to Operation in Foreign
ountries.

On June 4, 1976, the first publication of DEA Functions and Guidelines Relat-
ing to Operation in Foreign Countries was distributed to all DEA employees in
foreign countries and to those employees in the United States who are reasonably
expected to perform a funetion in a foreign country.

On June 30, 1976, the Internal Security Assistance and Arms Export Control
Act of 1976 wus signed into law (Pub.L. 94-329). This Act specifies that: “Not-
withstanding any other provision of law, no officer or employee of the United
States may engage or participate in any direct police arrest action in any foreign
country with respect to narcotics control efforts.”
197C(;)nsequcntly, it has been necessary to modify the guidelines issued June 4,

Attached is a copy of the revised guidelines dated July 30, 1976. Inasmuch as
most DEA special agents and narcotics intelligence officers may be assigned to
perform a function in a foreign country, we have made wide distribution of the
revised guidelines.

All headquarters and field personnel in series 1811 and 132 are required to
acknowledge receipt of these guidelines to their regional directors and division
chiefs on the attached form.

Attachments.

To: Regional Director, Region No. .

This is to acknowledge receipt of copy of DEA Functions and Guidelines Relat-
ing to Qperation in Foreign Countries, dated July 30, 1976.

Date

(Employee’s Signature)

(Name Printed)
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Druec ENFORCEMENT ADMINISTRATION, U.S. DEPARTMENT OF JUSTICE—
FuncTions AND GUIDELINES RELATING TO OPERATING IN FoRrEIGN COUNTRIES,
JuLy 30, 1976

INTRODUCTION

Since many of the serious drugs of abuse in the United States originate in foreign
countries, DEA places a high priority on encouraging the greatest commitment
from other governments to concentrate on all aspects of illicit production and
distribution of drugs. The primary mission of the Drug Enforeement Adminis-
tration in foreign countries is to assist host government officials in preventing
supplies of illicit drugs from entering the illicit traffic affecting the United States.

To accomplish this mission, with the permission of the respective host govern-
ments, DEA representatives are assigned to.many countries. The purpose of this
pgperdis to present guidelines and functions for DEA representatives stationed
abroad.

1. Guidelines for DEA foreign activilies

A. Directions from United States Ambassadors

1. General direction.—~DEA representatives, like all other official T.S. personnel
abroad (excepting certain military commands), are under the fuil authority of the
Ambassador. The Ambassador is expected to assist and give policy guidance to
DEA activities in such a way as to assure that the DEA migsion is realized to the
maximum extent possible. Ile may also seek to minimize publicity involving the
%resence of DEA representatives in the host eountry. The Narcoties Control

rogram is a high priority issue, and the U.S. Government supports as vigorous an
approach as possible. However, each country presents its own unique situation
in this respect.

2. Daily operations conirolled by DEA.—Day-by-day DEA operations in foreign
countries are under the chain of command of DEA. Regional Directors and
Country Attaches will operate within the policies established by the Ambassador
in that country. Whenever a planned DEA activity could jeopardize host country
relations with the United States, the decision of the Ambassador shall be deter-
minative; however, any major difference with the Ambassador will be referred to
DEA headquarters.

B. Agreements with Host Governments

1. Historical perspective.—The vast majority of host countries and their police
agencies have set forth informal guidelines and parameters for the activities
of DEA. Other host countries have formal agreements with DEA. Ambassadors
at posts where DEA representatives serve have been requested to establish guide-
lines for DEA personuel under their authority. DEA representatives are required
to inform themselves of all these guidelines. )

2. No unilateral enforcement operations.—DEA. representatives will not engage
or participate in unilateral enforcement operations or activities outside the scope
of the agreement developed between the United States and the host government
without the approval of a responsible host government official.

3. Determination of authority of host country officials.—On or before September 1,
1976, all DEA Regional Directors in foreign countries shall establish and maintain
on o continuous basis a list of the officials in host countries who are empowered
by their governments to permit D¥A representatives to function in the host
countries under these guidelines,

C. DEA Personnel Assignments in Foreign Countries

DEA foreign activities differ from and are more sensitive than those normally
carried out in the United States. Consequently, DEA will select and assign per-
sonnel who have demonstrated the ability, particular skills, and adaptability
necessary for such assignments. Since Regional Directors and country attaches
are members of the Mission staff, and n.ust work closely with the Ambassador,
DEA will provide biographical data for those persons in a timely manner to the
State Department, prior to the assignment of SAIC’s and above. These assign-
ments will be made following advice and the concurrence cf the Ambassador.

D. Conduct in Foreign Couniries

1. Low profile—~DEA involvement in foreign countries will be limited to a low
profile role consistent with maximum effectiveness. This role encompasses matters
ranging from assuring minimum adequate investigational staffing to the exercise
of great care should the occcasion drise to release to the news media information
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relating to DEA activities and conditions relating to drugs in the country. On
the latter point, any dealings by DEA personnel with news media representatives
should be with the guidance of the Ambassador and the advice of the Mission’s
Public Affairs Officer.

2. No violations of U.8. or foreign laws.—No DEA representatives shall carry
out any activity prohibited by United States laws, regulations or executive
orders. Additionally, no DEA representative shall engage in any activities pro-
hibited by the host government.

3. DEA exclusive employer.—DEA. representatives shall not be employed by
any other agency, organizatica or service, and shall not be directed by any other
agency, organization or service to undertake any action which would be in
conflict with the orders, instructions and policies of DEA.

E. Focus on Major Trafiicking

To achieve maximum impact, DEA representatives will focus their enforcement
and intelligence efforts on those high-level traffickers believed to be involved
in the international narcotic traffic affecting the United States. DEA personnel
should avoid becoming involved in investigations strictly of a local nature,
except in response to special requests from host country officials for on-the-job
training or other investigative expertise warranting an exception to the rule.

F. D%iA Representatives Precluded from Engaging in Direct Police Arrest
ctions

On June 30, 1976, Public Law 92-329 was enacted. The bill “International
1’$ecurity Assistance and Arms Export Act of 1976”, provides in section 504 as

ollows:

(c) (1) Notwithstanding any other provision of law, no officer or employee
of the United States may engage or participate in any direet police arrest
action in any foreign country with respect to narcoties control efforts.

1. Application in strict sense~—The Congress intends that this provision be
applied in its strict sense and that DEA representatives shall not accompany
host country police officials in any situation where the DEA representative will
be present and directly involved in any foreign police arrest action.

2. No presence if violence is foreseen.—Further the Congress intends to preclude
DEA representatives from intentionally becoming involved in any activity in a
foreign country in which violence is reasonably foreseeable, irrespective of whether
an arrest is to be made.

3. No incidental involvement, except when life is in jeopardy.—Additionally,
when a DEA representative is accompanying a host country official in a situation
that is planned in such a way as to avoid any involvement of DEA representatives
in a direct police arrest action, e.g., under the provisions of paragraph 6 of this
section, and unexpected violent action is directed against the host country official,
DEA representatives shall avoid becoming involved in any direct police arrest
action unless the life of a DEA representative or a cooperating host country
official may be in jeopardy.

4, General rule when in doubt.—The general rule established by DEA in com-
plying with Public Law 92-329 is that if a DEA representative should have any
doubt as to the meaning of the luw or the guidance in this section, the doubt will
be resolved in favor of his not being present at the site of host country police
arrest actions. :

5. Examples of prohibiied involvemeni.—Examples of instances in which DEA
representatives are prohibited from engaging or participating in host country
arrest actions are as follows:

(2) DEA representatives will not accompany host country police officers
to an arrest site for the purpose of actually assisting host country police
officers in making an arrest, i.e., to exert physical force or contact against
a person to be arrested.

(b) DEA representatives will not accompany host country police officers
to act as an auxiliary force.

(¢) DEA representatives will not accompany host country police officers
under any circumstances where it is reasonable to foresee that violence will
ensue, or where it can be anticipated that the host country police officer
might reasonably expect to request assistance from the accompanying DEA
representative in order to effect the arrest.

6. Permissible passive presence.—Consistent with the provisions of P.L. §2--329
and the above guidance, DEA representatives may be passively present in the
vicinity of an arrest by foreign officers under the circumstances listed below. Thus,
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where host eountry police operations which are likely {o result in arrests are
planned in such a manner as to avoid any involvement of DEA representativesin a
direct police arrest action, a DEA representative may be passively present in the
vicinity of the arrest action under thuse following special circumstances:

(a) When it is necessary for a DEA representative to be in the vicinity
solely to identify the person to be arrested, and where other means of identifica-
tion are not practical;

(b) When host country officials authorize the presence of a DEA represent-
ative to be in the vicinity to operate technical or scientific equipment;

(c) When host country officials authorize the presence of 2 DEA represent-
ative to be in the vicinity to assist in training local officers in investigative
techniques;

(d) When a DEA representative is authorized by host country police
officers to operate in an undercover capacity to acquire intelligence or evidence
regarding the international traffic in illicit drugs affecting the United States;

(e) When DEA agents are working with host country officials in conneetion
with illicit erop destruction and the host country officials receive a request for
assistance from other host country authorities, DEA representatives may
transport them to the vieinity of illieit crop eradication and/or arrest site;

(f) When host country officials authorize the presence of DF.A representa-
tives in the vicinity strictly for post-arrest activities such as interviewing per-
sons under section I, G of these guidelines; to collect intelligence under section
I1I, E of these guidelines; and to provide technical knowledge peculiar to the
ilgicit drug operation, which knowledge is not possessed by the host country
officials.

G Przsence of DEA Representatives During Interview of Prisoner Following
rrest

When information important to U.S, illicit drug control efforts may be obtained,
a DEA represcntative may seek to interview a prisoner following an arrest by host
country officials. For the same reason, it may he beneficial for a DEA representa-
tive simply to be present during questioning of the prisoner by host country
officials. If so, DEA representatives will be guided by the following conditions:

1. Under no circumstances will any DEA representative tolerate cruel or in-
human treatment of any arrested person. If such action should occur, the DEA
representatives should protest and withdraw in a definitive fashion and promptly
report the incident to the Regional Director and United States Ambassador.

2. Prior to interviewing a prisoner, DEA representatives will in each case obtain
permission from host country officials through host country channels and, in the
case where a prisoner refuses to be interviewed, the DEA representative will not
insist on access to the prisoner.

3. In all cases where a prisoner is an American citizen, DEA representatives will
inform the prisoner of their true identity.

4, The DEA representative shall inform the American citiz2n that he has a right
to confer with a U.S. consular officer.

5. If there is a likelihood that a statement made by the American citizen being
interviewed will be utilized against the person in a prosecution in the United States,
the DEA representative will inform the person of his Constitutional Rights
against self-incrimination in accordance with Seetion 6641.12E of the DEA Agents
Manual. Inasmuch as there is no U.S. jurisdiction for appointed counsel or funds
available to provide private counsel in & foreign country, the DEA representative
will terminate the interview if the person subject to interview does not waive his
right to counsel. .

6. If &« DEA representative learns of the arrest of an American citizen in a
foreign country, the matter will be immediately reported to the appropriate
consular officer,

H. Carrying of Firearms

1. General rule—Authority for DEA representatives to possess and carry
firearms in a foreign country can be granted only by officials of the host govern-
ment. Firearms regulations for aliens vary from country to country, and DEA
Regional Directors are responsible for determining what is permitted for DEA
representatives in the countries within their areas of responsibility. Decisions in
this matter shall be within the guidelines approved by the Regional Director and
Ambassador. .

2. Extra precautions——DEA representatives authorized to carry a firearm in a
foreign country must use extra precautions so as not to display or use the firearm
except as authorized. As is the rule in the United States, firearms are to be used
inforeign countries strictly as defensive weapons.
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3. DEA oprecluded from hazardous activities when unarmed and prolection 1is
inadequate.—Whenever an operation in g foreign country appears to warrant
carrying a firearm for personal safety, even though violence is not immediately
forseeable, and authority cannot be obtained to carry a firearm, DEA representa-
tives will assess the security to be provided by the host country officials and, if
deemed inadequate, will decline to engage in the activity.

II. DEA’s specific funclions
A. Role of Relationships with Foreign Enforcement Agencies

The Drug Enforcement Administration was designated by Reorganization
Plan No. 2 of 1973 as the Federal agency to deal with foreign drug law enforce-
ment officials under the policy guidance of the Cabinet Committee on Interna-
tional Narcotics Control and the U.S. Ambassador assigned to each country. In
carrying out this key role, DEA activities should give priority to producing
gisruptive effects on the foreign supply of drugs which severe!-- affeet the United

tates.
B. Deyelopment of Foreign Conirol Capability

DEA representatives in foreign countries will give constant attention to en-
couraging and assisting the host government to estatlish self-sustaining, highly
gkilled drug law enforcement units and to influencing it to devote the required
human and material resources to drug law enforcement efforts. This institution-
building activity is particularly important where the cultivation, production,
transitting or trafficking of illicit drugs are destined for the United States.

C. Advisersto United Stales Ambassadors

DEA Regional Directors and Country Attaches are the principal advisers to the
Ambassador and his staff with regard to drug law enforcement and control mat-
ters. In such capacity, they work closely with the Embassy’s Narcotic Control
Coordinating Committee. DEA representatives are responsible for analyzing the
drug law enforcement and control capabilities in foreign countries to which they
are assigned and assisting the Mission in drawing up the Narcotics Control
Action Program (NCAP) for submission to the Regional Interagency Narcotics
Control Committee of CCINC in Washington for consideration of appropriate
funding and action. These programs generally include the following types of
action:

1. Training Foreign Officials—DEA representatives will help the Embassy
Narcotics Coordinating Committee identify training needs for foreign officers,
assist in providing on-the-job training or more formalized training programs,
either in-country or in the United States under CCINC funding. DEA repre-
sentatives will help evaluate the host government personnel responsible for drug
law enforcement and identify those persons who would benefit from executive
briefing programs or training in-country or in the United States. DEA in-country
representatives will make special efforts to keep in touch with trainees, to con-
tinue their development and attempt to assist them in their continued and in-
-creagsed contribution to the common effort. For long-range effectiveness the
provision of proper training to drug control officials is a high priority function.
While the immediate goal of training is to transfer certain knowledge and skills,
the ultimate goal should be to develop host government institutions for narcotics
training. Accordingly, ail training decisions should be made with this in mind.

2. Technical Equipmen! and Assistance—DEA representatives will help the
Embassy Narcotics Coordinating. Committee to identify needs of foreign- drug
control agencies for technical equipment and assistance necessary for the develop-
ment of the needed foreign drug control capability. To the extent requested and
permitted by the host govemment and in conformity with the country action
program planning, DEA representatives will assist in training foreign officers
in the use of technical equipment.

3. Itlicit Crop Eradication.—In certain countries, DEA representatives may be
asked to help monitor crop eradication and should advise and assist in income
replacement programs being carried out. In this regard, DEA representatives will
avoid any direet involvement in foreign police actions where violence can be
reasonably anticipated. They are responsible to help assess the specific needs of the
program and report to the Regional Director and Ambassador on problems,
progress and results. They should submit recommendations in the same way for
improving the effectiveness of the programs.

D. Cooperative Enforcement Activities

Consistent with section I, T, and where such activities are within local guide-
lines established by the Regional Director, the Ambassador and host country
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officials, DEA representatives may assist host country authorities in investigating
international trafficking affecting the United States. To that end, DEA repre-
sentatives should:

1. Develop sources of informalion.—Assist in developing sources of information
and the interviewing of witnesses not only among drug traflickers, but among
other persons who are knowledgeable about illicit cultivation, production and
transportation.

2. Utilize undercover operations.—Provide direct assistance by operating in an
undercover capacity to acquire intelligence and to further investigations regarding
the international traffic in illicit drugs affecting the United States.

3. Conduct surveillance.—~Assist in conducting surveillance of the activities of
drug traffickers to develop evidence against major traffickers of illicit dmugs
affecting the United States. Basic to this objective is that DEA representatives
avoid involvement in relatively minor local eases with which host government law
enforcement officials are expected to be concerned. The procedures established
by the Attorney General governing the conduct of DEA representatives in foreign
countries relating to electronic surveillance will be foliowed.

4. Provide informaiion io host couniries.—Provide to the extent possible ap-
propriate information obtained by DEA which will ¢nable host government
officials to carry out investigations of or operations agairst international fllicit
drug traffickers.

5. Pursue investigalive leads.—Participate with host country officials in pursuing
investigative leads, for example, checking hotel records, public and private
organization records, airport and shipping records, and passport records.

6. Oblain drug samples.—Receive and transmit to the United States samples of
illicit drugs seized by host country officials for use in conducting laboratory
studies in regard to the origin of drugs found in the United States traffic,

7. Coordinate extraditions, expulsions and regatories.—Cnordinate as appropriate
matters regarding extraditions, expulsions, joint prosecutorial efforts, and requests
for judicial assistance.

E. Collection of Intelligence

All DEA representatives in foreign countries are assigned a high priority to
collect, report and exchange drug intelligence, Intelligence collection is not only
seizure and arrest oriented-—it should include strategic information such as host
country capabilities relative to suppression of illicit cultivation and trafficking.
Intelligence should also be collected relative to routes and methods of trafficking,
the vulnerabilities of traflickers, and any other information that will clarify the
overall drug situation and the ability of host governme * officials to deal with it.
DEA representatives will also give a high priority to analyzing drug intelligence
as fully as possible in order to integrate it with enforcement activities in foreign
countries and the United States.

1. Couriers, rouies of (rafiic and methods~—Special emphasis should be placed
on identifying couriers who smuggle illicit drugs into the United States, discovering
new methods of smuggling, developing profiles of such offenders and furnishing
all other information that may be beneficial to the United States Customs Service
in its primary interdiction responsibilities.

2, Proper infelligence indoctrination.—Regional Directors, Country Attachés
and Special Agents-in-Charge are specifically charged with the responsibility for
assuring that the narcotic intelligence responsibility is understood by all DEA
Special Agents and that their efforts in this connection are properly coordinated,

III. Definitions

A. Agusedin these guidelines:

1. The term “Ambassador’”’ means the chief of the U.S. mission in a foreign
country having jurisdiction over the activities of DEA representatives.

2. The term ‘“‘authorized by host country officials’”’ means the officials on the
list established and maintained by the DEA Regional Director, who are empowered
by their governments to authorize DEA representatives to function within the
host country under agreements with DEA and under these guideliaes.

3. The term “auxiliary force'’ means helping or aiding, or giving support or
supplementary power in & police arrest action, or on an illicit crop destruetion.

4, "Cruel and inhuman treatment” means conduct endangering life, limb, or
health or creating reasonable apprehension of such danger.

5. “DEA representatives’’ means an employee of the Drug Enforcement
Administration, who is appointed in the civil service of the executive branch of
the United States Government.
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6. “Toreign country’’ means foreign territories, continental or insular, outside
the jurisdiction of the United States.

7. “Illicit drugs” means all controlled substances listed in the schedules of the
Controlled Substances Act.

8. “Narcotics’’ meaus all controlled substances listed in the schedules of the
Controlled Substances Act.

9. “Passive presence’’ means inaction in an observer capacity at a location
suﬁiciently removed from the arrest site so as to avoid direct involvement in the
arrest.

10. ¢Vicinity’' means near or close at hand as distinguished from being squarely
on the spot where the arrest is being made. It does not depend on distance or
topography, but denotes that the DEA representatives must be sufficiently re-
moved from the arrest site so as to not be a part of the arrest activities.

11. “Violence’” means the exertion of any physical force against persons who
are in definance of the constituted authorities of the host country, or by drug law
violators who oppose the constituted authorities.



TU.8. HousE or REPRESENTATIVES,
SevecT CoMMmITTEE ON NARCOTICS ABUSE AND CONTROL,
Washington, D.C., October 14, 1976,
Hon. CrarLes W. RoBinson,
Deputy Secrelary of State,
Washingion, D.C.

Dear Mr. Secrerary: The Select Committee is very grateful to you for your
appearance before us September 27, and only regret that we did not have more time
and fewer interruptions during this most interesting hearing. As you know,
Ambassador Vance stayed on after you left and provided much useful information.
Most importantly, he gave us an insight into what the Department considers to be
its major problems and the major limitations on its work in foreign countries with
respect to illicit traffic in narcotics.

our interesting testimony, along with that of Ambassador Vance, naturally
gave rise to many questions among Members of the Committee. Further, informa-
tion that has come to our attention after the hearings suggests still other questions.
While the two categories of questions inevitably overlap somewhat, we will try to
list them separately in seeking a written response at your early convenience,

From the Hearings

1. What is your current understanding of the position on the matter of getting a
DEA agent assigned permanently to Rangoon? Does the Department or the
Embassy oppose it, as DEA has at times suggested, or are you actively seeking it?
We are not necessarily pressing, at least not at this point, for such an assignment.
But we want to know what the factors at work are, and we want to compare them
with the advocacy supplied independently by DEA.

Only thus can we meet our oversight responsibilities properly, We realize that
we have been over this ground before and that Ambassador Vance recently dis-
cussed it with Mr. Casey of DEA; what we seek is the latest word on the matter
and your latest views of it. At the same time we wish you to supply details on
exactly what material and {raining you have furnished the Burmese, and we
would like to know what specifically you believe they have accomplished with it.
If the equipment and education made available has been misused, to your knowl-
edge the Committee would appreciate chapter and verse on this.

2. You spoke of the Cabinet Committee on Internaticnal Narcotics Control
(CCINQ), created by the President in 1971 and chaired by the Secretary of State.
You supplied us an organizational chart of the CCINC. The concept and the
structure appear workable, but we were most disturbed to learn that this great
body—the CCINC—has not met since November, 1973. On the surface of it, this
would appear to be a record of scandalous neglect and failure of leadership. We
realize full well that lesser bodies under the CCINC, such as the Working Group
and the Subcommittees and Regional Interagency Narcotics Control Committees
have met, usually under the Chairmanship of Ambassador Vance or Mr. David
Ernst, his deputy. This, we believe, is simply not the kind of high-level commit-
ment spoken of by the Ambassador. There is no substitute for the leadership of
example from the top.

If the CCINC has not met for almost three years, this is strong prima facie
evidence that the Administration is not making the all-out effort it could be
making to cope with the narcotics problem. We know there are many intractable
problems; we know there are many foreign situations that we cannot influence as
much we would like to do. But surely the Secretary could meet the responsibilities
given him by the President and chair meetings of the CCINC with some more
conscionable frequency. Certainly the Executive Director of the CCINC, Ambas-
sador Vance, should have been pressing for this if for no other reason than the
application of the Secretary’s prestige. Again, and especially in an effort of this
sort, there is no substitute for leadership at the top, There may, indeed, be some
connection between this and your statement on page 8, with which I regretfully
agree, that “Drug abuse control in the United States, after improving from 1972
to 1953, took a turn for the worse early in 1974”,

(185)
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3. Mezico—We are pleased to learn that you are now looking at Mexico as
your first priority country program. As you may kunow, I was down there last
December with Congressman Gilman and staff. In your remarks about Mexico
you supply ample data on input of reso:irces, percentazes, and goals. You char-
acterize the program as highly successful and say you have close cooperation
with the Government of Mexico. Fine! What we would like to know more about,
or, rather, something about, are the specifics of what this program has accom-
plished and what you realistically estimate the prospects to be. Hag this intense
activity and cooperation destroyed every poppy field? Has it destroyed half of
th2 poppy ficdds? Do you have any really quantifiable impression of what per-
centage of the poppy fields have been destroyed? How do you react to allegations
that we get from other quarters that there are heroin refineries in Mexico and
that high Mexican officials are implicated in some of them? If they exist, when
will they be liquidated? How much smaller will this year’s inflow of Mexican
heroin, both Mexican-grown and in-transit heroin, be than it was last year? What
are the prospects for cutting off the inflow completely, or nearly so? Please keep
in mind DEA Administrator Bensinger's testimony that from 65%; to 73% of all
the heroin in the U.S. is of Mexican origin. We would be grateful for your best
estimates on these issues.

4. Burma and Thailand.—Here again, the record is more replete with programs
under way, with objectives, hopes and plans, than it is with specifics on concrete
accomplishments, It is, again, in this area of realistic progpects for the near-term
future that the Committee would like to be morc fully informed. Further, what
are the implications of the recent coup in Thailand for the anti-narcotics program?
We have raised this question with Mr. John Helble (Country Director for Thai-
land-Burma) and look forward to reading his estimates after the new situation
has been clarified somewhat.

Specifically, are the Thai generals who suddenly find themselves in key leader-
ship positions more or less corrupt than their predecessors? Are any of them
notoriously linked with illegal drug traffic? If so, what do we propose to do about
it? Do we now enjoy more leverage in Thailand than in the very recent past? Do
the new generals want U.S. support in contrast to the ousted leadership?

5, Pakistan and Afghanistan.—We note that the predictable programs are
underway and that we are working with the UN. What specifically, has the UN
accomplished as to these producing countries? We realize that the UN is regarded
as our only access to the Government of Afghanistan on this problem-—even
though we wonder why this must necessarily be so—but want to know what
exactly the UN has accomplished, aside from making surveys and representations.
We realize that our influence in Afghanistan is limited. Certainly, in Pakistan we
could make strong bi-lateral representations and have considerably better success.

6. You stated in your testimony that in June, 1976 ‘“Secretary Kissinger was in
Bolivia to work on a program which was aimed at controlling the production of
coca beyond the local requirements”. What was the outcome of this effort? Is the
Government of Bolivia cooperating in deed as well as in word? Surely, we should
enjoy considerable influence in Bolivia, and we wonder how this potential for
influence is being used and what the near-term prospects are for control of coca.
Cocaine smuggling is at its highest levels at this time.

7. Mexico—Ambassador Vance stated (page 34) that to date we have not been
informed of the establishment of a Mexican committee parallel to the U.S.
executive committee (for joint U.S.-Mexican efforts) that he chairs. What hap-
pened? When Representatives Wolff and Gilman left Mexico in December, 1975,
it was firmly agreed that a joint committee would be established and that the
members would work closely together. That is why Chairman Wolff insists so
much on the word “joint’’ and is leary of slippage into the word “‘parallel’”’, even
if it comes from Mexicans,

We understand that the Mexican organizational effort may be in something of a
state of limbo until the new Mexican President and cabinet take office, but we
should receive some assurance that the Department and the Embassy at Mexico
City are actively working to obtain a clear commitment for a joint committee, It
is clearly not enough to wait to hear from the Mexicans as Ambassador Vance
testified (““we are waiting their call’—page 45); our purpose is to influence the
structure, not to report the development (or lack of development) of it. What
does the Department plan to do when the new Government of Mexico is seated?

Further, we are awaiting the reply Ambassador Vance promised to Representa-
tive de la Garza's question ss to whether or not President Ford, when he met with
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the President-elect of Mexico, raised the question of narcotics interdiction and the
work of the joint committee earlier agreed to between President Echevarria and
Chairman Wolff (see page 38).

8. Colombia.—In response to a query from Representative Frey, Ambassador
Vance said we were working with the Colombians on the codification of their
criminal code and general up-grading of their enforcement effort. Ambassador
Vance promised to supply the Committee information on what exactly had been
accomplished and what changes had been made in the Colombian laws.

9. Turkey.—Please note Representative Rangel’'s query (page 38-59) as to
whether or not the Secretary of State ever dealt with anyone in the Turkish
Government on the removal of the poppy-growing ban, Ambassador Vance
agreed to check the record and supply an answer.

10. Eztradition and expulsion cases.—We look forward to receiving the infor-
mation offered by Ambassador Vance (page 65) on our efforts to recover illegal
alien fugitives from justice and who are involved in pending narcoties cases.

Questions apart from the Hearings

1. We understand that about a month ago the Department learned that a Thai
helicopter, apparently acting on instructions of corrupt Thai officials in league with
narcotics smugglers, was used to provide medevac services from Burma for
wounded members of a narcotics smuggling caravan that the forces of the Govern-
ment of Burma had successfully taken under fire. How does the Department
evaluate this report? Was the medevac helicopter one of those provided to Thai-
land by the U.S. for the anti-narcotics struggle? And, most importantly, what
representations were made to the Thai Government by our Embassy at Bangkok?

2. We understand there is a report of a much older case, which like the one
cited above was not mentioned at the hearings, in which a Thai helicopter was
actually used to transport opium or heroin from Burma into Thailand for illicit
onward shipment. We should like to know the details of this transaction, the degree
of credibility of the report, and the action taken by the Embassy at Bangkol.

3. Please advise the current state of the conversations between the Departmens
and the Government of Mexico on the release of American-citizen drug offenders
incarcerated in Mexico, and the possibility of exchanging them for Mexicans
incarcerated in the U.S.

The Committee thanks you for your continuing cooperation and anticipates
your prompt response.

Sincerely,
LestEr L. Worrr, Chairman.

THE DEPUTY SECRETARY OF STATE,
Washington, D.C., November 12, 1976.
Hon. Lester L. Wourr,
Chairman, Select Committee on Narcotics Abuse and Control, House of Representalives,
Washington, D.C.

Dear MR. CHAIRMAN: Your letter of October 14 asking a number of questions
amplifying my testimony and that of Ambassador Vance before the Select Com-
mittee on Narcotics Abuse and Control, September 17, has been the subject of
careful study in the Department.

I appreciated having the opportunity to discuss with you and the members
- our Committee the grave problem of drug abuse in the United States and the

¢ts we are making to bring it under control.

. Stationing of a DEA Agent in Rangoon.—As you know, the Embassy on
* truction from the Department has raised this matter with the Government of
Jrma several times, once when Ambassador Vance was in Rangoon in 1975.

- Wgwever, the Burmese have told us that they could not agree to a DEA agent

weing assigned to Rangoon. It is our judgment that, to date, the current
arrdngements for narcotics program liaison with the Burmese Government,
inclugling the periodic visits of regional DEA personnel, have functioned quite
succedsfully, and are of a nature which suits the Burmese situation very well.
Nonetheless, we continue to favor a resident agent, if the Burmese attitudes
change. \Under the prevailing circumstances, we are convinced that we should
be careful in our approach to the subject to avoid jeopardizing the current nar-
cotics program cooperation which has so successfully been initiated in that
country. During Ambassador Vance’s visit to Rangoon this month, he will take
appropriate soundings as te current Burmese thinking on this matter, and we will
keep you advised of any change in the situation.
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Progress to Dale

The Government of Burma has been vigorously enforcing its strict anti-
narcotics laws—enacted in 1974—through a nationwide campaign against
both traffickers and cultivators. With the arrival of the first U.S.-supplied heli-
copters in late summer of 1975, several successful major operations have heen
mounted against narcotics refinery sites, drug caravans and trafficking organiza-
tions. Police in urban areas have also stepped up anti-narcotices activities, con-
ducting raids and seizures throughout Burma. Over the past two years, the
Burmese Government has located and destroyed at least 17 major clandestine,
and often heavily defended, refineries. During the same period, nine major drug
caravans have been attacked by Burmese Government forces. A conserva-
tively estimated total of 250 kilograms of refined narcotics (heroin or morphine),
more than 10 tons of raw opium, more than 6 tons of opivm solution in inter-
mediate stages of processing (the equivalent of 625 kilograms of heroin or mor-
phine), more than 10 tons of raw opium, more than 6 tons of opium solution in
intermediate stages of processing (the equivalent of 625 kilograms of heroin or
morphine), and large amounts of refining equipment and chemicals have been
seized or destroyed by the government authorities.

Burma Army troops have carried out standing orders to destroy poppy fields
encountered in their operations in insurgent areas. A substantial number of poppy
growers were arrested and more than 18,000 acres of opium poppy were destroyed
by Army and police forces. Using a conservative average production figure of
5 kilograms of opium per acre, in excess of 80 tons of cpium were destroyed
(enough to manufacture over 8 tons of heroin, or more than the annual seizures
by all U.S. law cnforcement organizations). This crop destruction campaign
reduced the anticipated 1975-1976 Burma opium output by nearly 18, from 475
tons to less than 400 tons.

This reduction in the estimated total Burmese production is impressive. It is
even more so if viewed in terms of surplus available for export. Since domestic
consumption was probably not affected, it is possible that as much as 259, of the
exportable surplus was destroyed. When seizures are added to this figure, the
Burmese effort appears even more substantial. At the same time, of course, there
is a great deal more which needs to be done across the board, if the problem is to
be dealt with in the most meaningful terms.

To assist the Burmese Government operations against narcotics we have
programmed 18 helicopters, 12 of which have already been delivered. Six more are
to be delivered this December. We have also provided communications and
maintenance support for the program and a reconnaissance aireraft to support the
interdiction of trafficking caravans. Despite the successes in Burma, we recognize
that virtually all the growing areas are outside of government control and that
sizeable levels of production are likely to continue for years to come.

2. The Cabinet Commiilee—That the CCINC at the Cabinet Secretary level
has not met since late 1973 cannot accurately be regarded as reflecting inattention
to the problem. The principals of the Working Group have been kept informed of
developments by the members of that Group. The absence of sessions in which
the department heads are drawn together in formal meetings should not be
taken to mean that the Cahinet level officers have not acted in a direct personal
way in the furtherance of the program. Thus, the Secretary of State has, as has
indeed the President, taken direct diplomatic action with regard to the countries
that have been the source for the hulk of heroin entering the United States,
namely Turkey and Mexico. Also, as likewise indicated in the testimony, both
the President and Secretary of State have acted in direct dealings with foreig:
heads of State with regard to the traffic in cocaine. These actions, as well a
instructions periodically conveyed by the Secretary and his Department t

<k

Ambassadors, demonstrate clearly the Secretary’s commitment and also affoyr .

the leadership by example to which you refer. I cannot agree with your asserti/
that the Administration has worked other than energetically and effectively/ on
this high priority problem. Certainly, the turn for the worse in drug abuse iy the
%nitgd States since 1974 cannot be attributed to failures of our international
efforts. J

3. Mexico.—Your letter asked whether every poppy field in Mexico lias been
destroyed and whether we had any quantifiable impression of what percentage
of poppy fields have been destroyed. We are not in a position to give you such a
percentage. However, at the end of the first phase of Mexico’s eradication cam-
paign thig year in May, Mexican and U.8. officials agreed that over 20,000 poppy
fields had been eradicated for the period from December 1 through April 30.

I
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We also agreed with the Mexican officials that in spite of the greatly inecreased
eradication efforts during this period,; some ficlds were harvested before eradica-
tion. However, a special aerial observation survey made during the month of
May 1976 in the areas of eradication was unable to find any poppy fields not
provionsly destroyed.

The second phase of this year's eradication program directed specifically against
opium poppies began officially on September 1. Mexican eradication clements in
the poppy growing areas had already detected and destroyed over 200 poppy
fields in the last two weeks of August before the official commencement of the
second phase. Latest reports from the Mexican Attorney General’s’office and
confirmed by our Embassy as of mid-October, based on aerial photographic
observation systems, indicate over 2,000 opium poppy fields have been destroyed
thus far from this year's second plantings. This second phase of the campaign will
continue on through late spring of 1977.

As you will note, this year’s campaign began much earlier than previous cam-
paigns (on September 1) and is expected to result in the destruction of significantly
increased numbers of fields compared to previous years. The Mexican Govern-
ment and the U.S. Embassy in Mexico agree that adequate levels of human and
physical resources required to successfully carry out the current needed eradica-
tion of poppy fields exist at this time. :

You raised the question of heroin refineries in Mexico and the allegation that
the Committee had obtained from other quarters that high Mexican officials are
implicated in their operation. The processing of opium into heroin in various
locations in Mcxico, whether dignified by terms of refineries or laboratories, is a
very primitive process and one that is often transient and easily concealable. The
Attorney General’s office has increased its interdiction and investigative efforts
in attempting to locate these processing plants. One successful technique involved
in its new efforts concerns monitoring sales of speecific chemicals required for the
heroin processing. Your point of Jexican officinls allegedly being implicated
in heroin processing involves the lorger issue of corruption in narcotics control
programs in Mexico and other countries including the United States. The Mexican
Government is aware of this corruption problem and hag taken rapid and effective
action against government officials who are found guilty of such corrupt activities.

Concerning your question of how much smaller this year’s inflow of Mexican
heroin into the U.S. will be compared to last year's, we are unable to give you
specific estimates. However, reports from DISA indicate that recent evaluations
of the quantity and quality of Iexican grown and in-transit heroin through
Mexico seized in various parts of the U.S, have decreased in quantity and quality.
We can only expect that this will continue to be the case in coming months as g
result of increasing effectiveness in the Mexican cradication program.

4. Thailand.—We understand that Mr. Helble, Director of the Thai Desk,
-discussed Thailand with Mr. Fred Flott on October 21, Mr. Helble noted that,
among other things, the first public address of newly installed Prime Minister
Thanin Kraiwichian emphasized the suppression of illicit drug trade as one of his
Government’s highest priority objectives. Subsequent discussions between Thai
«fficials and our Iimbassy in Bangkok have reconfirmed the high priority the Thai
Gtovernment states it will accord narcoties problems. The Department will, of
courge, continue to work with and encourage the new Thai Government’s efforts
in the field of narcotics control. The members of the new civilian government
appear to be of high integrity and, as far as we are aware, untainted by narcotics
corruption. You inquire about allegations that military officials have been in-
volved to an undetermined extent with Golden Triangle traffic gangs. We would
prefer to discuss this subject in Executive Session.

It is still too early to speculate on the future policies of the new Royal Thai
Government, which was just installed on October 22. We do look forward, how=

Byer, to continuing good relations with the Thais and the further development of

ou\r ongoing programs of asgsistance 1o the Thai in the areas of enforcement and
croyp/income substitution. We are hopeful that these expectations will be met.

bS, Pakistan and Afghanistan.—Since 1974 UNFDAC has been working to
train} and equip a narcotics section within the Afghan National Police in Kabul
and i provincial capitals. The fund has spent almost $1.5 million and presently
has twh narcotics law enforcement advisers in Kabul, In 1975 the Afghan police
seized over 7 metric tons of opium; so far in 1976, the total is better than 10
metric tons, This is not to say that the UNFDAC has been directly involved in
every opium seizure in Afghanistan. However, by encouraging and enabling the
GOA to expand its anti-narcotics efforts, the UNFDAC has at the very least
helped to develop with the Afghan police n commitment to narcotics control,
~without which these gseizures would not have taken place.

81~-443—T77—-—13
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The U.S. Embassy in Kabul, particularly the DEA representative, cooperates
closely with UNFDAC in efforts to suppress the illicit narcotics traffic in
Afghanistan. Embassy officials maintain a constant dialogue with all levels of
the Afghan Government on the narcotics issue and have pressed successfully
for the elimination of opium production in areas of the country in which we have
significant economic assistance activity. However, the Government has made
clear to us that assistance in the narcotics enforcement field should be through
the U.N.

On May 5, UNFDAC and the Government of Pakistan signed a 3-year, $3.3
million program agreement. The program will cover income and crop substitution,
treatment, vocational rehabilitation and law enforcement. UNFDAC will also
support some countrywide administrative and enforcement activities of the
Pakistan Narcotics Control Board. UNFDAC hag provided Pakistan with law
enforcement training since 1974, and has also undertaken natural resource surveys
in the Buner area of NWFP, where the new program will be centered. UNFDAC
does not have anything on the ground yet in Buner. However, the Fund has
engaged personnel for the program, including an American program manager.
Program activity will probably begin in Pakistan in early 1977.

‘We have an important bilateral program in Pakistan consisting of assistance
to the Police Narcotics Field Investigative Units, some 25 of which are being
established and equipped. We are also negotiating an income replacement pilot
program like that envisaged in a different part of Pakistan by the U.N. We are
actively pressing the Pakistani Government for more active narcotics control
efforts.

6. Bolivia.—As I indicated, Secretary Kissinger met in June with President
Banzer of Bolivia. During that meeting, President Banzer said his Government
was ready to move urgently to control cocaine trafficking and to limit coca
growing to legitimate necds if we supply the neccessary foreign assistance. We
have received President ¥ »d’s support for such long-term assistance.

An interagency team visited Bolivia to assist in drawing up an accelerated
and expanded program for narcotics activities, both enforcement and coca crop
substitution. The CCINC Working Group for Latin America carefully analyzed
the program. As a first step, $2.7 miltion in 'Y 1977 will be devoted by the U.S.
to the pilot phase of the Bolivia program. We envisage as much as $45 million in
AID funds over the next five years to help develop viable alternatives to coca
production. This will have to be accompanied by strict enforcement action
against the traffickers and tight controls of coca production within Bolivia. The
Bolivian Government has moved recently to break up two major narcotics
trafficking rings. We are asking Bolivia to substantially increase the size of its
enforcement agency, the National Administration of Control of Dangerous
Substances (DNSP). We plan to provide equipment and material to: assist it in
carrying out these enforcement requirements.

7. Mexico—Concerning your inquiry about the development of U.S. and
Mexican narcotics groups to study and work together, we indicated earlier to
the Committee that the Secretary approved the establishment of a U.S, Execu-
tive Commit*ee on May 29, 1976, as directed by the President in his Message
to the Congress of April 27, 1976, to meet with its Mexican counterpart to discuss
ways in which bhoth governments could collaborate more cffectively. Attorney
General Ojeda Paullada was advised of the formation of the Executive Com-
mittee in early June 1976 and consulted about future plans of his Government
in this regard. He advised Ambassador Vance in June 1976 that further consulta-~
tions would take place after the Mexican Committee had been established.
Since that time, the Embassy has advised us informally that the Mexican Gov~
ernment has delayed action on the matter owing to the press of other activities
involved in the election and the transition phase of changing administrations,

The letter from President Icheverria to President Ford dated January 1%
1976, on narcotics cooperation stated: “I put forward to the U.S. legislatgrs
the idea of creating twin national commissions, one in each of our countries,
which would undertake a study of all aspects of this question and propose olu—
tions that would enable our two Governments to embark on new lines of getion
and expand the coordination of their efforts.” y

We expect that the two national groups, whatever their appellation, would
be working together jointly to accomplish the common goals agreed to by Presi-
dent Ford and President Echeverria. As soon as the Mexican Government
establishes a counterpart to the U.S. Executive Committee, we intend to work
with that body to “influence the structure’, as indicated in your letter, of the

-
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proposed commissions. This subject will receive priority attention during pro-
gosefdg %scussions on narcotics coordination scheduled in Mexico for early Decem-
er .

Concerning the inquiry by Representative de la Garza about President Ford’s
recent Jdiscussion with the President-elect of Mexico in August, the two leaders
did discuss narcotics cooperation and agreed to intensify efforts in this area.

8. Colombia—We supplied the changes that have been made in Colombian
narcotics laws when we returned to the Committee the transcript of our September
27 testimony. A few months ago we signed a new narcotics control project agree-
ment with the Colombian Government which envisages techmical services,
communications and aircraft for a narcotics aviation support unit. The new
commitment of the Colombian Government and the assistance we will be giving
to it in this field presage a much more effective enforcement effort against cocaine
processing and smuggling in that part of the hemisphere.

9. Secretary’s Talks with Turkish Government—In a meeting in New York on
April 15, 1974 with Turkish Foreign Minigter Turan Gunes, Secretary Kissinger
discussed the question of the lifting by the Turkish Government of the opium
poppy ban. This was prior to the lifting of the ban, which was announced on July 1.

10. EBxtradition and Ezxpulsion (ases.—We furnished the Committee with a
description of our efforts in this regard when we submitted the edited version of
the transeript of our testimony.

Questions Apart from the Hearings

1. and 2. Possible Alleged Misuse of Helicopiers—With respect to your questions
regarding misuse of U.S.~-supplied helicopters, we understand that another agency
of our Government has detailed information on this subject and will reply to
you directly. In the past, our Embassy has raised the reported misuse of helicopters
with the highest levels of the Royal Thai Government.

3. Agreement with Mexico on Citizens Imprisoned in Either Country.—The Legal
Adviser of the Department of State has visited Mexico City twice recently to
press forward with our negotiations with the Mexican Government looking to
a treaty envisaging the possibility of certain Americans in Mexican prisons and
Mexicans in American prisons serving the remainder of their sentences in their own
fountry. These negotiations are proceeding successfully and expeditiously, thus

ar,
Sincerely,
CuarRLES W. ROBINSON.
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U.S. IIouse or REPRESENTATIVES,
Sereer Coavirrrs oN Narcorics Apuse Anp ConTrROL,
Washington, D.C., October 12, 1976.

Hon. VERNON ACRER
- Commissioner U.S. Customs Service,
Washington, D.C,

Dear Mr. Acrer: In your appearance before the Committee on September 28,
1976, which we greatly appreciated, several significant matiers were raised as to
which the Committee would appreciate your further written response, at your
LI earliest convenience:

i (1) You testified that a “White Paper” Task Force was reconstituted in Febru-
- ary, 1976 to examine the methods by which heroin presently eaters the U.S.
Please fuvor us with any findings or conclusions made by your Service or the Task
i Force in this respect.
P (2) Please detail the “most effective anti-narcotic strategles” (quoting your
! ~ testimony) as you see them, including your frank views as to the effectiveness of
| Reorganization Plan No, 2, which apparently had some effect on border
; interdiction.
‘'@ (3) Why is the Customs Service Computer not compatible with the DEA
computers and what benefits do you see emerging from such a tie-in, if any?
| (4) Why is the Customs Service unable to follow up on what happens to its
\ seizure cases when they are forwarded to DEA?
' (5) What evidence does the Service have, if any, that there has been a diversion
\ of the Turkish opium or poppy straw crop?
! (6) What specific suggestions have you for better coordination between the
i Border Patrol and the Service in the interests of heroin interdiction? :
j (7) What specifie suggestions do you have for improving the gathering of
@ nareotics intelligence?
i (8) In your opinion, why is it that so few Customs Service seizuves in FY 73
and FY 76 were based on inteiligence provided by other enforcement agencies?

Your angwers to these significant questions and, additionally, any comments
you might care to make with respect to the ‘Federal strategy’’ mandated by the
Drug Abuse Treatment Act of 1972, as amended, would be valuable information
for the Committee’s purposes.

i Thank you for your continuing cooperation.
f Sincerely, .
@ Josuer L. Nrevus, Chief Counsel.

DeparrMENT oF THE TREASURY,
U.S. Cusroms SERVICE,
Washington, D.C., October 29, 1976.
<« + Mr. Josers L. NeLLIs, '
. Select Committee on Narcolics Abuse and Control,
@ House of Representatives, Washinglon, D.C.
; Dear Mr. Neunis: I welcome this opportunity to further clarify the positions
' and policies of the U,S8. Customs Bervice with respect to the present overall
WY Federal strategy for the prevention and curtailment of drug abuse within the
- TUnited States.

We at Customs enthusiastically endorse the concept of developing a compre-
hensive, coordinated Tederal strategy for all drug abuse preveation functions
conduected, sponsored, or supported by any department or agency of the Federal
Government, Since the development of such a strategy was mandated by law in

@ - 1972 (P.L. 92-255), we have had four years to examine the results of the first
implementation of this strategy—the formation of the Drug Enforcement Ad-
ministration by Reorganization Plan No. 2 (1973). We at Customs, in following

: tha directives of the Plan, have established tacticul groups consistent with these

directives which have resulted in the interdiction of narcotics coming across

) ' (193)
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our borders. However, because of the Plan, Customs investigative and intelligence
actions with respect to narcotics have ceased.

In September 1975, a White Paper on Drug Abuse with a Treasury/Customs
Addendum was issued which examined where we had been, where we were going,
and what changes should be implemented so that the comprehensive, coordinated
Federal strategy could be made more effective. President Ford on May 12 of this
year established the Cabinet Committee on Drug Law Enforcement to coordinate
all policies and activities of the Federal Government relating to domestic law
enforcement. An initial report from this committee is due imminently.

The enclosed, provided for your review, lists the responses to the eight specific
questions which were posed in your letter. If I may be of further assistance,
please contact me accordingly.

Sincerely yours,
VErNON D. AcrEg,
Comamnissioner of Customs.

Enclosures.

Question 1. You testified that a *““White Paper” Task Force was reconstituted
in February 1976 to examine the methods by which heroin presently enters the
U.S. Pleage favor us with any findings or conclusions made by your Service or
the Task Forece in this respect.

Answer. The group 1 was referring to was the Domestic Council’s Drug Abuse
Task Force for the Southern Border. The Task Force stated in its findings that
knowledge about the several possible ways drugs enter this country is critical to
making decisions about how to respond to this threat,

As you know the Southern Border of the U.S. is 1,800 miles long with a total
people flow of 157 million per year, 46 million vehicles, 32,000 non-commercial
private aircraft crossings. The people and vehicle flows come through 27 ports
of entry while private aircraft now are required to have pre-clearance flight plans
to designated airports when reentering the nation. This was a recently imposed
requirement by the Customs Service to augment our interdiction systems. Ad-
ditionally, there is a substantial flow of commerce between the border areas
accounting for significant cargo, merchandise, and produce shipments by trucking.

The Task Force concluded from data, based primarily on seizure data fur-
nished by Customs, that both heroin and cocaine are being transported through
the ports of entry, concealed in varying manners. Information concerning narcotics
trafiicking by private aircraft was insufficient to make any definitive determination

regarding the threat posed from this mode of transportation. However, evidence
does exist that high performance aircraft used by smugglers have eluded inter-
ception and radar tracking. It would appear logical to conclude that the narcotics
trafficker employs the “safest” mode of transportation to smuggle contraband into
the U.S. and private aireraft would support this need. To counter this threat,
Customs is continuing to develop a total air-interdiction program including
budget requests for additional funding, equipment purchase from the DOD,
increased training, ete.

The Task Force concluded that most brown heroin comes from two principal
growing areas: the traditional tri-state growing areas in the states of Sinaloa,
Durango, and Chihuahua, which account for some 75-80 percent of Mexican
production, and the Guerrero state near Acapulco which accounts for some 20-25
percent of the growth.
© The smuggling pattern for marihuana is radically different from heroin, prob-
ably due to the relative bulkiness. Almost 75 percent of the marihuana interdicted
was between ports of entry, primarily by ground vehicle, with aircraft and vessel
accounting for 7%, and 6%, respectively.

Most cocaine (97%) is seized at ports of entry with more than half seized from
scheduled airlines, and a third comes in aboard boats.

The study report entitled “Southwest Border Study” is classified ‘‘Secret’”’
and may be requested from the Domestic Council Drug Abuse Task Force.

Question 2. Please detail the “most effective anti-narcotics strategies’” as you
see them, including your frank views as to the effectiveness of the Reorganization
Plan No. 2, which apparently had some effect on border interdiction.

Answer. We believe that if greater efforts utilizing the special capabilities and
authorities of Customs officers were directed to detecting drugs at the borders
and to conducting follow up investigations with feedback overseas, the national
efforts would be most effective. This is what Customs was authorized to do prior
to the Reorganization.
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The total removal of Customs from any intelligence gathering or investigative
functions relating to international narcotics smuggling has lessened the potential
effectiveness of the overall Federal narcotics enforcement program by failing to
utilize unique capabilities and resources provided by the Congress which Customs
has available to be applied to the narcotics problem.

We believe the national effort can best be served by Customs officers again
becoming involved in anti-smuggling narcotic investigations and taskeéd addi-
tionally with an inereased role in seeking foreign narcotics intelligence. Indeed
Customs and DEA are currently drafting an agreement to permit Customs officers
to gather narcotics intelligence incidental to their regular work irom the inter-
national Customs community.

Customs hag an established expertise world wide for over a century and has
close contact with its foreign counterparts and border contirol agencies as well
as sources within the international transportation and trade communities. It is
simply not possible for another agency to develop sources such as those that are
¢alled upon by Customs in its normal source of business. By reestablishing the
Customs role in pursuing narcotic smuggling through investigations and intelli-
genee gathering we will complement the efforts of DEA as the lead narcotics
agency and strengthen our interdictory enforcement capability at border points.

Below I have outlined some of the key capabilities that Customs has to offer
relative to a more effective anti-narcotic strategy.

Customs overseas operations and inter-relationships with other cusioms officers

In late 1970, the U.8. Customs Service initiated a trial program by assigning
six agents in Burope and in the far east to combat the ever increasing world-wide
narcotic problem. These agents were in a special category and were referred to
as Customs Foreign Liaison Officers.

The original efforts of the first six agents were so successful that an additional
26 senior agents were selected and assigned to foreign posts in mid 1972. The
latter group had only become oriented to their duties, when Reorganization
Plan No. 2 became effective and all 32 transferred to DEA. Since that time
foreign intelligence transmitted to Customs concerning drug smuggling has been
significantly reduced.

Customs has made a number of presentations substantiating the very signifi-
cant decrease of foreign-source intelligence information in recent years and its
negative effect on border interdiction. Customs exclusion from this foreign infor-
mation gathering activity eliminates a valuable resource from the Federal program.

There exists a very special worldwide relationship among Customs Services
that is not being fully used becausé of the restriction placed on U.S. Customs
intelligence gathering role. This fraternal relationship among Customs officers
of the world did and could again assist us in obtaining the answers to who, what,
where, and when in connection with illicit trafficking in narcotics.

Customs border searches

Broad authority to search for and to seize goods at the border or its functional
equivalent has heen conferred by Congress upon Customs officers for the pur-
pose of detecting and preventing the smuggling of goods or contraband into this
country and to enforce the Federal laws relating to the payment of duty on goods
lawfully brought into the country. Customs officers using this unique and ex-
clusive jurisdictional authority both criminal and civil are able to eonduct de-
tailed searches of individuals, vehicles; vessels, aircraft, cargo, and other
merchandise upon entry into the United States where narcotics are at their
greatest purity. Mere suspicion of illegal activity within the border area is enongh
to allow a Customs officer to stop and search a person or other thing, as long as
the search itself is reasonable.

Since a Customs officer may stop a person or conveyance without probable
cause, he is in a position to act on specific intelligence directed to o named indi-
vidual or on general intelligence directed toward a method of smuggling or a
type of conveyance or classes of individuals without revealing the source of his
information.

Because of this unique search authority at our borders and their functional
equivalents, Customs is able to fully utilize its integrated interdiction capability
in a wide variety of ways. Overseas and domestic intelligence is timely fed into
our TECS computers. Inspectors, agents and patrol officers have access to the
computer through over 700 terminals aud can instantly learn about new MOQO’s
reported to Customs or discovered by one of their co-workers only moments
before in another part of the country. Customs officers using X-ray machines or
ong of our highly successful detector dogs can screen an enormous number of



196

imported vehicles, cargo, mail, or baggage for hidden drugs. Inteligence can
frequently provide the place and method of concealment.

All of these interdiction techniques, to be most effective, rely on prior intelli-
gence which in turn leads to a border search, an arrest, and a seizure. These
arrests and seizures in turn generate more leads which must be developed.

TInvestigative methodologies

One of the most effective techniques utilized by our Special Agents during the
1960’s was that of convoying the narcoties from a border seizure to the intended
recipient,

BSmugglers have always recognized that their most vulnerable position was in
the actual crossing of international borders while in possession of contraband.
At this point, a shipssent is in its largest state and highest purity, representing a
sizeable investment o the smuggler. It is also at this point that the smuggler
now comes face to {i¢r with Customs, constituting his greatest risk of discovery
and arrest. Most lay ga seale operators, unwilling to expose themselves to this risk
of arrest hire courie; 5 tu transport the contraband in border areas. Once the contra-
band is safely acro. s the border, the Gealer can, with relative ease, safely handle
and distribute it. 7 he arr st of the courier although a set back, does not seriously
compromise the inwegrity of a smuggling combine.

Convoy methods

To penetrate tue difficult barrier created by such a2 smuggling system, Customs
Agents develope.l the controlled delivery or convoy investigative technique. This
type of investigation permifted the controlled passage of narcotics from the
international Loundary to point of domestic delivery. The movement of nar-
cotics was closely monitored and controlled by Customs Agents with a view toward
developing sufficient evidence to support the arrest of the principal receivers and
co-conspirators, domestic and foreign. Convey operations were completed with
the full knowledge and consent of concerned U.S. Attorneys at both place of dis-
ocovery and intended delivery. Additionally, the Bureau of Narcotics and Danger-
aus Drugs (BNDD) was advised prior to the narcotics movement in-land and af-
forded the opportunity of full participation. The Customs convoy technique and
subsequent conspiracy investigation proved so eminently successful that it has
become a basic cornerstone of Customs investigative efforts.

Controlled mail deliveries

Between 1970 and 1973, numecrous arrests and seizures of narcotics resulted
from controlied mail deliveries. Special procedures had to be rigidly followed so
that search warrants could he legally executed at the point of delivery. The use
of the controlled mail deliveries was made possible through the Custoins border
search authority being applicable to foreign mail entering the United States in
the same manner as it applies to persons and merchandise.

Financial investigalions programs

In order to trade in narcotics, extremely large amounts of money are used by
smugglers to finance their illegal shipments of drugs. Since virtually all narcotics
are obtained outside the United States, the international transfer of currency is
as great as the illegal traffic in the smuggled drug itself.

In September of 1970, the first federal Narcoties Financial Investigations Unit
was established and labeled in 1971 as the NTTP (Narcotics Traffickers Tax
Program). It was designed by the Internal Revenue Service, and formulated to
take the profit out of drug trafficking and disrupt distribution system. Customs
participation and input in the selection of major narcotic targets played a signifi-
cant part in the success of the program. In the short period the program was active,
July 1, 1971 to early 1974, IRS initiated full tax investigations of over 1800
upper and middle-level traflickers and dealers. Tax deficiencies uncovered, totaled
$200,000,000.

False documentation used by narcotic traflickers

The U.8. Customs Service formulated a specific methodology concerning the
use of false doc mentation by international traffickers smuggling narcotics into
the United States. The data obtained to assist Customs agents in identifying
users of false documentation resulted from actual field investigations conducted
during the time period and involved records of Customs and I&NS files maintained
in various foreign offices. Most narcotic smugglers, including principals, contro -
lers, and others who are not actual carriers of the narcotics, utilize false docu-
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ments. Frequently, investigation has enabled Customs to prosecute the traffickers
for faize documentation without a seizure of narcotics, and provide a potential
informant for the Government, although the initial arrest was made by a city,
state, or other federal agency.

Currency and Foreign Transactions Reporiing Act

The Currency and Foreign Transactions Reporting Act requires all persons
transporting currency and negotiable instruments in excess of $5,000, into or
out of the United States, to file a report with the U.S. Customs. This law is ideally
suited to attack the narcotic smuggler who must obtain his narcotics from foreign
suppliers and thus illegally move large amounts of money from the United States
in payment for contraband.

n addition to the investigative methodologies listed above, there are numerous
other Customs programs, and cooperative efforts such as the Foreign Customs
Agsistance and Customs Foreign Liaison, CCINC, Interpol, Gustoms Coopera-
tion Council, Telephone Toll Anulysis System, electronic interception, ete.,
which enabled Customs to contribute significantly to what has been belatedly
recognized as the most preductive period of Federal narcotic enforcement effort in
recent history.

Finally, the Customs Service is unique in that it is a completely integrated
interdiction and investigative force, comprised of inspectors, auditors, import
specialists, patrol officers and criminal investigators, all backed by an Office for
ELnforcement Support. In most cases, all components work together in tandem from
start to finish. However, the chain is broken with respect to narcotic intelligence
and investigations. We believe that the national effort can best be served by
reiustating the responsibility for total contraband smuggling investigations within
the Customs Service, from intelligence gathering through interdiction and in~
vestigations. This, of course, could involve full coordination with DEA.

The major problem to my mind in Reorganization Plan No. 2 was that, in the
haste to submit the plan to Congress before expiration of the President’s reor-
ganization authority and with a desire to eliminate what was conceived to be
deleterivus interagency competition, the authors were either unaware or failed to
recognize that a major gap was being created in Federal narcotics enforcement by
removing narcotics intelligence and investigative responsibility from the Customs
Service. This was a major error. Customs, In its role as the nation’s first line of
defense at our horders supports and works with many other agencies such as the
FBI, ATF, EPA, ERDA and FAA. In each of these associations, Customs per-
forms its full investigative role in support of the primary respounsibilities of these
other agencies. Customs should be permitted to perform in this fashion and in the
narcotics area as well. It is in the best interest of the U.8. and people throughout
the world to do so.

Question 3. Why is the Customs Service computer not compatible with the
DEA computers and what benefits do you see emerging from such a tie-in, if any?

Answer, Compatibility of computer systems within DEA and Customs is not the
real issue. Customs interdiction mission at all U.S. ports of entry demands a
7-day-a-week, 24-hour-a-day operation with a response time to queries in terms
of seconds. DEA’s investigative mission requires an automated index to reports
of investigations. This system operates 12-14 hours a day; 5 days a week and
supports DEA agents in investigative areas.

Automated data exchange between DEA and Customs has taken place for
over two years, Customs receives, once a month, a computer tape of narcotic
violators, vessels, aircraft, ete., from DEA. After review and update, the informa-
tion is placed in TECS if it meets our criteria. Customs and DISA are presently
working out the details for a direct computer to computer link-up. This direet
tie-in will improve the timeliness of data exchange and provide DIEA officers with
o 24~hour computer capability and access to all Customs narcotic information,

The important issue to recognize is that the data required, such as name and
personal identifiers, license number, plane numbers, companies, etc., must he
collected and reported in a timely manner to enable Customs to perform its
interdictory mission.

Question 4. Why is the Customs Service unable to follow up on what happens
to0 its seizure cases when they arve forwarded to DEAY?

Answer. In President Nixon's message of March 28, 1973, to Congress, with
which he transmitted Reorganization Plan No. 2 of 1973, he identified the major
responsibilities of the Drug Enforcement Administration which were to include:
“full investigation and preparation for prosecution of suspects connccted with
illieit drugs seized at U.S. ports-of-entry and international borders.”
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The Memorandum of Understanding Between U.S. Customs Service/Drug
Enforcement Administration, dated December 11, 1975, treats the subject of
violations which are reported to U.S. Attorneys. “DEA case reports will include
any customs (sic) reports rvelated to the drug violation. Customs will furnish their
reports to DEA in an expeditious manner. DEA will present the vinlations to the
concerned prosecutor for determination of charges.”

In compliance with the provisions of Reorganization Plan No. 2, the Customs
Service has effectively been removed from narcotic related intelligence gathering,
investigation and prosecution of narcotic violators, including those detected by the
Customs Service. Such matters are referred to the Drug Enforcement Administra-
tion, and in prosecutions the only participation by Customs is in the production
of evidence in support of DEA efforts.

The outcome of prosecutions are of course known to the agency which brings
forward the complaint, and in major cases participating agencies may through
courtesy be advised of the results of a prosecution. As a general routine, however,
cases may through motions and appeals be continued for many months, and
even years. DEA has not established procedures for reporting to Customs the
results of Customs referrals to the Drug Enforcemeat Administration.

Question 5. What evidence does the Service have, if any, that there has been
a diversion of the Turkish opium or poppy straw crop?

Answer. The U.S. Customs Service has no first-hand evidence pertaining to
diversion of Turkish opium or the poppy straw crop since it presently must rely
on DEA for collection of narcotics intelligence. A report prepared by the Drug
Enforcement Administration (DEA), based on observation by a United Nations
team and by U.S. officials in Turkey, indicated that there was no reported signifi-
cant illegal diversion of the 1974-75 Turkish poppy crop. The observers reported
that there was no evidence of incision of poppy capsules. During the last half
of 1975, approvimately six kilograms of Turkish origin heroin base or heroin
hydrocloride were seized in Western Europe. An additional 900 grams of heroin
hydrocloride of apparent Turkish origin were removed in the U.S. during the
period March-July 1975. These insignificant amounts, when compared to the
pre-1972 Turkish heroin, would appear to indicate that the Turkish poppy con-
trol procedures have been effective. It has been reported that seizures of Middle
East heroin from Turkish nationals in Egypt, Germany and Italy may have
originated in Turkey. Investigations are under way to determine whether or not
a diversion from the Turkish opium crop is occurring. However, it should he
recognized that the emergence of Mexico as primary producer of heroin may be
%]111 i%}ps()l‘tant influencing factor on the reduced amounts of Turkish heroin in

e U.8.

For additional detailed information on this sut:ject, please refer to DEA,
Office of Intelligence Study, “Alternative Sources to Mexico for Heroin Supply
to North America and FEurope,” June 1976.

Question 6. What specific suggestions have you for better coordination between
the Border Patrol and the Service in the interests of heroin interdiction?

Answer. Historically, the U.S. Border Patrol and the Customs Service have
coordinated and cooperated in a very harmonious manner. However, Reorganiza-
tion Plan No. 2 had a provision whereby some of the functions and personnel of
the Immigration Service would L2 transferred to the Customs Service. This re-
sulted in an OMB study which fractured the relationships beftween the two
organizations. Subsequently, the Commissioner of Customs and the Commissioner
of Immigration Service signed a formal agreement reestablishing cooperation be-
tween the two organizations. Since that time the two Services are routinely advis-
ing each other of areas being worked in both daily and specialized operations.
Sensor alert information and other matters of mutual interest are being exchanged
and in many areas we have exchanged radio communication equipment so that
each service may be apprised of what the other service is doing. There remains a
need for & more formalized agreement in the critical area of expeditiously passing
perishable information that concerns heroin traffic. Customs is working with INS
to develop a more formal agreement.

Question 7. What specific suggestions do you have for improving the gathering
of narcotics intelligence.

Answer, Although Customs is not currently involved in the investigations of
narcotics cases, experience gained over the years prior to Reorganization Plan
No. 2 proved the value of both tactical and operational intclligence analysis in
developing such cases. Intelligence continues to be of high value in the support of
our interdiction mission. However, it is unfortunate that the volume of available
narcotic information for processing into analyzed intelligence has been until
recently drastically reduced by the effects of Reorganization Plan No. 2. A means
40 overcome this deficiency would be to expand Customs role in pursuing narcotics
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smuggling through the investigations of narcotics trafficking and intelligence
gathering to meet the Customs requirements for information to analyze.

Another related problem is the content of information received. The substantive
content of the information received from other agencies still has not improved
appreciably. Previously, Customs had a totally integrated narcotics intelligence

. gathering and dissemination network that was far more effective than is currently

the case in stemming the flow of narcotics entering the country. This network
included the various enforcement elements of the Customs Service and the work
of Customs agents stationed abroad, concentrating on points of entry to the
United States. This was a combined enforcement effort to combat smuggling of
narcotics across our borders through the intelligence cycle in which information
was collected, analyzed and disseminated, leading to arrests/seizures, which after
investigations and debriefing led to additional information feedback for analysis
and dissemination. In order to regain some measure of this past effectiveness,
Customs personnel should be authorized to debrief apprehended narcotics traffick-
ers to collect intelligence in specific response to Customs needs,

The Federal Bureau of Investigation, as planned in the 1973 Reorganization,
was not tasked to provide narcotics intelligence information. The Central Intel-
ligenee Agency’s support in this area was primarily of a strategic nature in that it
provided information on known geographic growing and trafficking areas, which
only infrequently identified the particalars of who, when and how of franscon-
tinental traffickers. Within the framework of Reorganization Plan No. 2, there
can be no question that DEA is the lead agency in attacking the narcotics prob-
lem from the standpoint of 1aw enforcement. Form the standpoint of developing a
foreign intelligence program, however, Customs feels that the operationally
oriented personnel of DEA lack the insights and diseipline to manage a viable and
coordinated effort abroad. Customs believes that CIA, on the other hand, has
both the expertise and the discipline to deal effectively with the foreign narcotics
intelligence problem. However, hecause of Customs special relationship with
foreign Customs services developed over a period of years, Customs has a better
opportunity and specianlized interest in gathering narcotics intelligence. The rela~
tionship could be exploited optimally if Customs attaches were authorized o be~
come invoived in anti-smuggling narcotics intelligence and tasked fo increase
their role in seeking foreign intelligence congerning narcotics trafficking,

Subsaquent to Rearganization Plan No. 2, Customs continuing its border inter-
diction program has had to lean heavily on iis initial contact with traflickers for
information. Customs relies on DEA for full debriefing and feedback on violators
turned over to them for analysis that enhances Customs inspection and interdia-
tion effort. Customs is the only enforcement agency prohibited from follow-up
investigative activities, predicated on its initial contact with the violators, on
leads it developed. Customs has had to operate in the blind to accomplish its
mission since July 1, 1973, without narcotics intelligence tailored to Customs
needs. Customs has established close cooperative efforts with DEA to provide a
constant exchange of information which benefits each agency’s enforcement mis-
sion within the limits of their jurisdiction. Only time will tell how successful this
cooperative effort will be. Bven this effort excludes the major resources of the
FBI and CIA. It is our feeling that the whole range of foreign narcotics intelligence
activities should be clearly tied to the National Foreign Intelligence Board and
integrated into the broader NFIB Program. In this regard, Customs recom-
mends the creation of a Narcotics Intelligence Advisory Board to direct and con~
trol the foreign narcotics intelligence effort. This Narcotics Intelligence Advisory
Board’s membership should include DEA, Customs, CIA, State, DOD, ete.
Another function of the Advisory Board should be to make intelligence reporting
procedures uniform through an established mechanism to insure the constant flow
of intelligence to all users and feedback to the collectors. This could be accom-
plished by the Advisory Board if granted the appropriate powers to order existing
narcoties intelligence programs.

On the domestic side, improved guidelines need to be established by the Attorney
General with respect to the collection of foreign narcotics intefligence by the intel-
ligence community for use by law enforcement agencies. Where decisiong have beer:
rendered in this area, they have resulted in restrictive and very narrow interpreta-
tions. A possible means to overcome this weakness could be to have the Attorney
General represented on the Advisory Board for legal interpretations on a case-by-
case basis. Other members to the Advisory Board could be TRS and INS to add-
their expertise.

On the international side, Customs is heavily involved in many foreign programs.
For example, the Foreign Customs Assistance Program is cairied on through ad~
visory teams and formal Customs training and observational fraining tours in
the United States. This long-established program involves primarily assistance



to Foreign Customs personnel, as part of the Cubinet Committee for International
Narcotics Control (CCINC) program and a Customs-to-Customs assisiance under
the Foreign Customs Assistance (FCA) program,

To date, the U.8. Customs Service CCINC Training Program has trained
4,550 foreign Customs officers and executives representing 56 countries. In addi-
tion, 30 foreign Customs officers from Iolland, Italy, Thailand, Peru, Mexico,
Ileypt, Colombia and Chile have been trained with narcotic detector dogs at the
Customs National Training Center in Front Royal, Virginia, These persons are
lasting friends of Customs and are eager and willing to share their smuggling data
and information with us.

In the Foreign Customs Assistance Training Program, U.8. Customs provides
technieal assistance in the development of a Customs service in foreign countries
who request such assistance. Recently, advisors have heen installed in Icuador
and Thailand, countries high on the list as world sources of narcoties.

In 1970, Customs became 2 member of the Customs Cooperation Council, an
8l-member international organization with headquarters in Brussels. Responding
to initiatives by United States and Australian Customs, the Council has stepped
up its enforcement activities, estublishing a Working Party on Customs Enforee-
ment with special emphasis on the interdiction of illicit traffic in narcotic drugs.
Since, July 1973, Customs can no longer develop narcotic intelligence overseas,
We believe that this major source of information relative to the international
movement of narcotice was a major source of information to the United States
and should be reinstituted.

Thus, it can be seen that the current situation is not an all agencies effort
as it should be. The magnitude of the narcoties problem requires a total effort
of all Federal enforcement and intelligence agencies, Each agency has specific
eapabilities and has developed expertise in the areas of their assigned missions.
These capabilities should he tapped to provide an all inclusive intelligence
gathering mechanism geared to respond to the tailored collection needs of each
of the responsible enforcement agencies, If we are ever to solve the international
narcotics problem, we need to come up with a total approach to the problem
which exploits the capabilities of all information gathering agencies.

Question 8. In your opinion, why is it that so few Customs Service seizures in
FY 75 and FY 76 were based on intelligence provided by other enforcement
agencies?

Answer. As I stated in my testimony, although the quantity of intelligence-re-
lated information being provided to us by DEA has increased this past year the
quality of it can be measured in the results—less than one percent of seizures in
FY 75 and FY 76 were hased on prior DEA information. Our intelligenee collection
requirements are not being met with the necessary information to allow for a mare
suceessful interdictory effort.

In my opinion, our intelligence needs during the past three years have no! hecn
met primarily because DIA, when initially created, took the position that con-
spiracy and a case orientation should have the heavy emphasis, with interdiction
related intelligence apparently relegated to a low priority.

Further, Reorganization Plan No. 2 gave to DEA a dual intelligence role that
hampers a vigorous interdictory related collection program. In simplistic terms,
DFA has one operational mission and a parallel intelligence mission viz.,, an
internal organization created to support DEA’s operational requirements. Addi-
tionally, IDEA has been given the responsihility of managing the National Drug
System. Added to this problem is the dichotomy that exists hetween the DEA
agent’s prime responsibilities of collecting intelligence against (1) DIEA’s own
requirements and (2) other Federal, cspecially Customs, requirements.

{From Department of the Treasury (U.S. Customs Service) News]

U.8. CusroMs Servicte ReporTs MAJor Drue EnrorceMENT AND OTHER
GaIns 1IN 1976

The TU.8. Customs Service closed 1976 reporting record increases in imported
goods; the clearance of travelers, vchicles, vessels, and aireraft; and in drug
seizures and arrests.

U.S. Commissioner of Customs Vernon D. Acree reported that preliminary data
indicates that the Customs Service:

Made more than 23,000 drug seizures, up 10 percent over 1975.

Confiscated narcotics and drugs with a potential street sale value of $631
million, a elimb of 39 percent over last year, :

Arrested nearly 21,000 persons on drug violations, up five percent for the
year.
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Additionally, Commissioner Acree reported that Customs processed a record
$1283 billion worth of imported goods, a rise of 32 percent over 1973. Duties, taxes
and miscellaneous receipts collected on this merchandise totaled $5.3 billion. On
the average, Customs returns $16 to the U.S. Treasury for every hudget dollar it
spends on operations.

The Bicentennial Year also produced a record number of travelers for Custonis
to clear into the country: 274.8 million. This number represents many more
millions than the total population of the country.

These travelers and the goods imported into the country arrived in some 79.6
million vehicles, 130,702 vessels, and 360,530 aircraft, all of which were processed
by Customs Officers at the Service’s 300 official ports of entry throughout the
nation.

Detailing the data available, Acree reported that the Customs Service seized 271
pounds of heroin; 1,135 pounds of cocaine; 7,953 pounds of hashish; 388 tons ol
marijuana, and more than 20.7 million units of such dangerous drugs as amphet-
amines and barbiturates.

IIad these narcoties and drugs reached the streets of Ameriea, they would have
netted their sellers a gross income of $631 million, an increase of some $175
million compared to the estimated value of drug seizures in 1975,

CLEAR ARREST AND SE{ZURE SUMMARY REPORT

Calendar year—

. — Percent of
National 19761t 1975 change
18,008 17,274 +4
2,663 2,475 48
20,672 15,749 +5
e 759 415 +83
TECS arrests?. . 631 444 +42
. NARCOTICS SEIZURES
Heroin:
Number of SEIZUIBS .« o o oue o i 375 458 —18
Quantity serzed (OUNAS).oevu v 272 306.1 -3
Cocaine:
Number 0f SBIZUIS . o oo e e e e e e 1,078 1,215 =11
Quantity seized (POUNAS). oo o im e e - 1,135 788,9 444
Hashish:
Number of seizures.... . 5,245 4,137 +27
Quantity seized (pounds). 7,944 9,2€9.7 ~14
Marijuana:
Number of seizures. .. - - 14,299 12,791 +12
Oui Quantity seized (POUNES) oo mocve ccmeeeae R, 775,823 567,735.4 437
um:
g Number of seizures. ... e e e e e ———— 79 &0 +58
Quantity seized (POUNAS). oo v e e 42 18 4133
Morpnine: X
Number of SBIZUIBS - . oo\ v e oo 9.8 9 +9
Quantity seized (POUNAS). ... oc o i ct e 3.7 1.5 +147
Other drugs, barbiturates and LSD:
NUmber of SRIZULES . - o e e emcm s e s cm e em e 2,443 2,562 —4
Quantity seized (TB).._._ - 20,783,410 10, 557, 743 487
Total narconues seizures... B ' 11
estimated valle. .. e e e m e an $501, 556, 940 +26
HONNARCOTIC SEIZURES
\l;rol]i?ited nonnarcotic: Number of SeizUres. . ... eooreer omninnnnc 27,059 25,094 -+8
ehicles:
NUMDBET OF SBIZUIES - _ o oove e e e mm mm e mm e e am 11, 605 10,071 +15
Quantity seized 12,634 10, 546 -+20
Domestic value $36,205,472  $20, 692, 642 -+75
Aircraft:
Number of seizures 139 g1 --53
Quantity seized.. ... - 145 95 453
Domestic value.__. §20, 158,233  §5, 063,997 -4-298
Vessels: .
Number of seizures - 204 120 +70
Quantity seized... - 213 133 60
Domestic value. .. $24, 665,472 $36, 262, 315 ~32
Monetary instances:
Number of SEIZUFeS . _ . oo i e em e e e 514 362 +42
DOIMESHE VA~ - mn oo oo oo oo e o ommmm e $9,170,675  §8,536,259 +7
General marchandise:
Number of SeIZUeS. « v nv e m o cmcerccmamannn R 25, 807 26, 904 -4
Damestic value_ ... §$58,936,725  $56, 562, 626 +4
fotal nonnarcotic seizures....... - 3 62,642 -1-4
Total nonnarcotic domestic valte_.. ... $149, 136,576 $127,117, 839 +17
Total narcotic and nonnarcotic seizuies.. - 88, 849 3, 864 ~+6
Total of 151 seizure HCIdents. aovamrouecoraiccmameconsnecae ammeamm— 74, 805 72,483 +3

t Includes Projected Data for December.
2 NCIC and TECS arrests included in total customs arrests,






U.S. Housi oF REPRESENTATIVES,
Serecr CommirTEE oN Narcorics ABUSE AND CONTROL,
Washington, D.C., October 15, 1376.
Hon. GrorgE Busz,
Director of Central Intelligence, Central Intelligence Agency, Washington, D.C.

Drar Mg, Busua: The Select Committee is very grateful to you for your ap-
pearance September 29. We regret that we did not have more time and fewer
interruptions during this most interesting hearing. -

Your testimony, and that of your colleagues who stayed on after you left, gave
rise to a number of questions among Members of the Committee, Furthermore,
information that has come to our attention after the hearings suggests sume addi-
tional areas of significant inquiry. While the two categories of questions inevitably
overlap somewhat, we will try to list them separately in seeking a written response
at your early convenience,

If you believe that some of these questions should be answered on a classified
basis, please arrange to have your reply delivered to the Committee’s Counselor
for International Relations, Mr. Frederick W. Flott, who has the required clear-
ances and is acting as control officer for classified material pending the completion
of the process of getting clearances for other members of the Committee staff.

From the Hearings

1. Narcoties intelligence.—~—As yvou know, and as emerged in the hearings,
number of other Federal agencies in the anti-narcotics community complain of a
lack of narcotics intelligence. The Committee is aware of the statutory restrictions
under which you operate in this connection. We also know of many instances where
your Agency has provided not only valued intelligence but also good contacts with
friendly police forces, Furthermore, your Agency is rich in career personnel who
can provide skilled and highly-motivated leadership for program direction. But
we are still searching for ways in which your Agency, with its justified reputation
for high quality performance, could be doing more. For example, could the Agency
not help DEA, Customs and other agencies involved with foreign intelligence
improve their collection, processing, storage and recovery practices? What we
have in mind is a transmittal of certain skills that do not violate your charter or
the restrictions under which CIA operates. Do you see any prospects of doing
more in this area?

2. As mentioned in the hearings (page 43), the Committee wishes to ask you
for any suggestions you may have on how the Agency itself might be better utilized
in the national effort against illicit narcotics traffic. You replied that you would
want to be sure you were doing the best possible job in providing the policymakers
with the kinds of intelligence they need. We would now like to ask if on reflection
you and your associates foresee any possibilities of supplying the other agencies
with more narcotics-oriented intelligence than you have in the past? Further, we
wonder if there might be advantage in detailing snme CIA people to the other
agencies, particularly to help them better organize their own intelligence-secking
and intelligence-handling activities. We realize that you have liaison people at
the appropriate agencies, but wonder if the detailing individuals on a larger scale
might be productive, presuming always that it would be legal and within your
overall charter.

‘Questions apart from the Hearings

1. We understand that about a month ago the U.S. Government learned that
2 Thai helicopter, apparently acting on instructions of corrupt Thai officials in
league with narcotics smugglers, was used to provide medevac services from Burma,
for wounded members of a narcotics smuggling caravan that the forces of the Gov-
ernment of Burma had successfully taken under fire. Zow does the Agency evalu-
ate this report? What could it add to our possibly fragmentary information? Was
the medevae helicopter one of those provided to Thailand by the TI.S. for the anti-
narcotics struggle? And what representations, if any, were made to the Thai

contacts of your Bangkok station?

(203)
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2. We understand there is a report of a much older case, which like the one cited
above was not mentioned at the hearings, in which a Thai helicopter was actually
used to transport opium or heroin from Burma into Thailand for illicit onward
shipment. We should like to know the details of this transaction, the degree of
credibility of the report, and the actions taken by the Executive Branch to remon-
strate.

3. What are the implications for the anti-narcotics effort of the recent military
coup in Thailand? Specifically, are the Thai officers who suddenly found them-
selves in power, more or less corrupt than were their predecessors? Are any of
them notoriously linked with illegal drug trafiic? Do we, as a Government, now
enjoy more leverage in Thailand than we did in the recent past when we were
in large mensure asked to leave? Does your Agency believe the new generals will
be more cooperative in the anti-narcotics effort than were their predecessors?

4, Finally, in what manner could the CIA manage to follow up on the intelli~
gence it offers to other agencies of government so as to avoid duplication of its.
agents’ efforts, waste of resources and inefficiency?

The Committee appreciates your cooperation and continuing assistance.

Sincerely,
) Lesrer L. Wourr, Chairman.

U.S. House oF REPRESENTATIVES,
Serecr CommiTree oN Narcorics ABuse aND CONTROEL,
Washington, D.C.

The response to the Committee’s inquiry from the Central Intelligence Agency
wag received on December 14, 1976. The material received is classified and may
be found in the Committee files.

[Commirrer Nore.—The CIA’s foreign intelligence role in narcotic trafficking
will be the subject of a later report by the Committee following hearings to be:
held in the 95th Congress.] '



U.S. HousE oF REPRESENTATIVES,
SerLect ComMiTTEE ON NArcoTics ABUsE AND CONTROL,
. Washington, D.C., October 8, 1978.
Rogpert L. DuPonTt, M.D.

Divector, National Inslilule on Drug Abuse,

‘Rockville, Md.

Drar Dr. DuPont: You will recall that during our hearings on September 30,
you were asked to supply, for the record, additional materials and answers to
questions that the Committee either did not have sufficient ime to pese to you,
or fuller answeis to questions with which we dealt in part, during your appearance.

The Committee would appreciate your prompt cooperation in responding to
the following additional questions concerning matters within the jurisdiction of
the Committee and as to which your Agency's information is urgently required
for the Committee’s Interim Report.

1. In your response to questions concerning NIDA’s stewardship concerning the
mandate eontained in Public Law 94-371 you stated, in essence, that you had
formed a Task Force to consider this mandate and that NIDA had let a contract
for research into the problems of women, juveniles and other minorities afflicted
by drug abuse. Please supply the date on which the Task Force was formed;
what has been its activity since then and please transmit copies of any programs,
projects or documents submitted or considered by this Task Force, or any instruc-
tions you may have provided the members and subsequent implementation.
Please give the names and positions of the membhers of the Task Force. Please
supply the date on which the NIDA contract to which you referred was first
advertised for proposal, submission, and let; to whom it was let, the expected
veriod and purpose of performance, and what has transpired since.

2. You were also asked about NIDA’s priorities. Please relate these priorities
to the distribution of NIDA’s budget alloeation and expenditures, by program
category, divisions and branches. What was the allocation and expenditure in
fiscal year 1976 for criminal justice programs? What was actually expended for
program and personnel, including the number and jobh descriptions of such staff
responsible for these efforts? What portion of this allocation was expended for
support services by contracts and/or grants or non-NIDA staff? Provide descrip-
tions of each such funded program or project. Please prepare the same information
for the following other categories: edueantion, prevention, sustained drug treatment,
rehabilitation, demonstration projects, and specinl population activities such as
minorities, women and youth.

3. Onee Division and Branch budgets have been alloeated, under what circum-
stances may any portion of those funds be transferred to other categories? May
such previously designated funds be diverted to categories not initially specified?
Are such decisions made collaboratively, unilaterally, and by whom? In the event
of such “borrowing”, is the funded program or project then designated as a product
of the funding Division or does the budget reflect the specific categorical expendi-
tuwre? How many public relations personnel are currently on staff? Where was the
programmatic and staff funding for the “Office of Communications” originally?
From what source do you provide funds for the operation of ADAMIA? How is
NIDA’s share of those costs determined?

4. Of the funds alloeated to NIDA for fiscal year 1976 for foreign travel, and
technical assistunce, operational research and other programs not directly serving
U.8. citizens, indicate the NIDA divisions and eategorical funds appropriated,
redirected or otherwise provided.

5. How does the NIDA expenditure abroad benefit our domestic effort? Inas-
much as NIDA’s programs are directly administered, not regionalized, what
portion of NIDA’s expenditures result in domestic monitoring, the provision of
technical assistance, and any other support services? Is such evaluation done by
NIDA or non-NIDA personnel? Do all NIDA funded projects have to comply
with Federal funding criteria? Are the additional fiscal year 1977 slots, referred to
in hearings, all treatment oriented, as distinguished from specifically drawn
vezearch and demonstration model projects?

(205)
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6. Please submit your comments on the obvious lack of coordination between
what is said in the Shellow Report (and rather unwisely publicized prior to your
having an opportunity to study it) and the President’s comments on September 27
in Miami to the effect that one-half the crime in the U.S. is drug related. Please
submit a detailed statement as to how, when and in what manner your agency
interacts with law enforcement agencies. We do not want a bare listing of the
task forces, committees, subcommittees, etc. What we desire is factual infor-
mation as to how each of you distribute information to other agencies and what
is done with it, to your knowledge. As to your success rate in treatment programs,
please make available data on heroin addiction as correlated to poor housing,
joblessness, and poverty.

7. What liaison does NIDA have with American companies which are cur-
rently producing psychotropic substances abroad? What legislation might be
useful to afford better oversight of these companies, who face no FDA type
controls abroad and whose overproduction may have a causal relationship to the
increased availability domestically and thereby related to the current increases
in street traffic and polydrug abuse? What legislation would you propose that
would ensure more effective controls on over-prescriptions? Would you focus
oi the AMA, pharmacists, point of sale, or dispensing?

8. Please provide the Committee with exact figures on the number of clients
who remoin in treatment on methadone continuously for two or more years?
What is NIDA’s position or action likely to be in such cases? Do any NIDA funded
programs refuse methadone detoxification as a legitimate therapy goal. What
exact dollar amount does NIDA allow for outpatient methadone clients? What
input does NIDA have in FDA methadone regulation and DEA security issues?
What criminal justice efforts are heing attempted to provide treatment and
detoxification for incarcerated populations? How many cities have a drug co-
ordinating office? Does your data indicate any relationship between the existence
of such an office and more or less effective drug prevention, treatment and re-
habilitation programn efforts? Are they more or less effective if operated by the
Health Department, Criminal Justice Divisions or Mayor's Office? Do you
know what level of statutory and fiscal authority is necessary for such city
offices to operate effectively? If given Bloc Grants directly, could such city
offices function in ways now performed by single state authorities?

9. What is the rationale for drug programs being directly administered by
NIDA instead of their being regionalized and administered by existing HEW
regional offices? Was the exclusion of drug treutment and rehabilitation pro-
visions in the 1975 amendments to the Public Health Services Act (Public Law
94-63) a deliberate HEW or naticnal drug treatment policy? Who made such a
determination? Do you view that exclusion consistent with Congressional intent
and Public Law 92-255? In the absence of referense to drug {reatment in the
PHS Act, what then do you propose is the regional health planning organizations’
responsibility to drug treatment needs, as a public Lealth issue?

10. What, if any, progress is being made at the national level to integrate the
categorieal drug effort into HSA health programs, HMO’s neighborhood health
centers or group practices? Under what circumstances do the stuffs of NIDA,
NIAAA and HSA meet towards implementing these programs into the general
health care delivery system which HEW funds. Do all hospitals receiving I1ill-
Burton funds provide services to addie*~” Wherever possible, please provide
such documentation as exists which relat-s uvo formal collaboration or participa-
tion. By what process and with what regularity does NIDA evaluate changing
patterns of drugs of abuse (dual, multi-, gender, age and ethnic population ratios)
and to what extent do such findings affect the location, and nature of treatment
therapies, staffing, intake and success criteria?

11, Given your emphatic support of the investment in the development of
LAMM and your expressed commitinent to the eaqually significant NIDA funded
support services such as career, health, and psychological assistance, how do
yvou propose to offer such rehabilitative counseling with considerably reduced
weekly contacts with clients? What is the characteristic typology of those who
are viewed as the potential LAMM client? What indices, if any, are anticipated
as reasons for exclusion . . . sex, age, staie of physical or mental health, legal
status? Considering the extensive increase in ccst in provading treatment due to
an inflationary cconomy, how does the current federal/local matching formula
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expect to maintain current treatment populations? How does NIDA hope to

overcome local insurance liability restrictions for programs involved in LAMM

distribution.

We appreciate your prompt attention to these matters which will fagilitate

our work. We thank you for your courtesy and cooperation.

Very truly yours, s LN
osEPH L. NELLIS
Chief Counsel.

DeparTMENT OF HEeALTH, EDUCATION, AND WELFARE,
Pusric Hreavra Service,
Avcosor, Druc ABUSE, AND MeNTAL HEALTH ADVINISTRATION,
Rackyille, Md.
Hon. Joserr u. NEeLLIS,
Chief Counsel, Select Commiliee on Narcotics Abuse and Conirol,
U.S. House of Represenlatives,
Washington, D.C.

Dear Mz, Nuows: You will find enclosed the responses of the National
Institute on Drug Abuse to the questions contained in your letter of October §,
1976. In addition, I have enclosed materials which provide more detailed infor-
mation on the Institute’s policies and programs. These materials have been
labeled to correspond to the questions in your letter.

I look forward to working with you and members of the House Select Committee
in the future to address the important issues in the field of drug abuse, particularly
the respounse of the Federal Government to the problem.

Sincerely yours,
Rosert L. DuPont, M.D., Direclor.
Enclosures.

Question 1. In your response to questions concerning NIDA’s stewardship:
concerning the mandate contained in Public Law 94-371 you stated, in essence
that you had formed a Task Force to consider this mandate and that NIDA had
let a contract for research into the problems of women, juveniles and other
minorities afflicted by drug abuse. Please supply the date on which the Task Force
was formed; what has been its activity since then and please transmit copies of
any programs, projects or documents submitted or considered by this Task Force,
or any instructions you may have provided the members and subsequent imple-
mentation. Please give the names and positions of the members of the Task Force.
Please supply the date on which the NIDA contract to which you referred was
first advertised for proposal, submission, and let; to whom it was let, the expected
period and purpose of performance, and what has transpired singe.

Response, Task Forece on Women In Treatment: The Task Force I referred
to in my testimony before the Seleet Committee was one established earlier this
year to specifically oversee the Institute’s plans to identify the unique needs of
women in drug abuse treatment and to plan services that respond to those
concerns.

The Task Foree, which first met in March 1976, is comprised of the following
members of the Institute staff including myself:

Dr. Michael Backenheimer, Program Analyst, Office of Program Development
and Analysis.

Dr. Monique Braude, Pharmacologist, Division of Research.

Leona Ferguson, Acting Chief, National Clearinghouse for Drug Abuse In-
formation.

Margruetta Hall, Social Science Analyst, Service Research Branch, Division
of Resource Development.

Carl Hampton, Chief, Criminal Justice Branch, Division of Resource De-
velopment.

Linda Hargnett, Program Analyst, Division of Community Assistance,

Deborah Hastings-Black, Aeting Chief, Employment Development Section,
Services Research Branch, Division of Resource Development.

DAlberta Henderson, Speeial Assistant for Women’s Concerns, Office of the
irector.
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Dr. Joan Rittenhouse, Supervisory Research Psychologist, Division of Research.

Rose Shannon, Seeretary, Office of Program Support.

Dr. Eduardo Sieguel, Deputy Director, Division of Scientific and Program
Information.

Betsy Slay, Computer Specialist, Division of Scientific and Program Infor-
mation.

Maureen Sullivan, Program Analyst, Management and Training Branch
Division of Resource Development,

Pamela Jo Thurber, Chief, Exccutive Secretariat, Office of the Director.

Among its activities, the Task Forece has (1) reviewed the scope of the Institute
contract with Burt Assuciates to study the female drug abuser, “*The Nature and,
Extent of Drug Abuse Problems and Effective Treatment for Female Abusers,”
{2) studied the implicativns of the Federal Funding Criteria for women in treat-
ment, (3) surveyed the membership of the Institute’s Advisory groups and recom-
mended that more women be nominated, (4) evaluated data on women in treat-
ment, and (5) begun to compile a list of all Institute projects dealing with women.

Implementation of Public Law 94-371

In order to explore the implications of the mandate contained in Pubiic Law
94-371 for NIDA programs, we have in accord with the provisions of Public
Law 94-371, required that the States specifically address in their State plans for
drug abuse the services to be provided to meet the needs of women and youth.
In addition, we have surveyed our activities for women, juveniles and other
minorities affected by drug abuse. Those activities which are condueted through-
out the Institute, are described helow. In general, NIDA is meeting those needs,
in fact, it might be said that in view of the profile of those who are in federaliy
funded drug abuse treatment, we are particularly well invested in studying and
planning and providing services for women and minority groups.
. Women's project-—=Services demonstralion

One of the priority issues being addressed by the services demonstration pro-
gram is to identify tie needs of women in treatment. A study to develop a knowl-
edge base on the nature and extent of drug use among women has been initiated
and a report on its progress is attached. The research program also has ongouing
several projects which are studying these populations, of particular interest are
those exploring the effect on pregnancy of drug use. Those studies are listed in
the attachments.

Prevention

During fiscal year 1976, the Prevention program funded 43 model demonstra-
tion and prevention grants which were youth-serving, in whole or in part, at a
total cost of $3,967,419. It is estimated that these grants gave direct services to
over 76,000 youth. In addition, 22 of these grants were targeted for minority
populations including Blacks, Native Americans, Asians, and Spanish speaking.
Our total cost for these 22 minority grants was $2,149,659. More than 47,000
minority persons were given services as a part of these demonstrations,

In cooperation with the Pacific Institute for Rescareh and Evaluation, NIDA
provides s national network for assistance to State and local programs in drug
abuse prevention. The nature of this assistance for minorities, youth and women
varies but includes requests for materials, prevention program strategies, pro-
gram developments, funding sourees, and evaluations. The specific numher of
requests over the past year from the target groups of Public Law 94-371 include;
820 contracts with youth-serving agencies, 440 requests from minority programs
and 50 requests from women’s programs. In addition, we have provided consult-
ants for on-site teehnical assistance to 215 minority programs, 615 youth-serving
agencies and 23 women's programs.

With the Joint Center for Community Services, NIDA has designed the Multi-
Cultural Resouree Center, a nationsl program to address the needs of minorities.
More than 400 minority drug abuse prevention programs have been contacted,
50 minority films reviewed and minmity-directed prevention literature collected
from across the country. Ten booklets have been produced (two for each of the
minorities involved) which are presently being printed and will he distributed
shortly for minority use in prevention programs. The funding expended during
fiscal year 1976 was approximately $350,000.

In addition, the Institute conducted a National Search for drug abuse preven-
tion efforts which focus primarily upon youth. It identified and spotlighted suc-
cessful, community-based grass-roots efforts which provide young adults, the
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population at highest risk for drug abuse, with constructive alternatives to drugs
and other self-destructive activities. Such programs frequently offer assistance
to trachers and counsellors and other providers of service by sensitizing them to
the nceds of youth. The Search also promoted the developmend of a communica-
tion system linking prevention programmers throughout the Nation, many of
whom were working in isolation from similar efforts elsewhere.

In its first round, approximately 750 programs were identified. They served
primarily high risk youth, providing a range of both direct and indirect services
to elient groups ranging from a few dozen to 90,000. A typical program will serve
from 100 to 350 high risk youth. Au estimated total of 4,000,000 persons received
indirect services and benefits including infermation, newsletters, and one-time
events: 190,000 received direct services and bhenefits through one-to-one counsel-
ling, rap sessions, skills training, alternative activities such as constructive com-
munity roles, referrals to rehabilitation services, and job assistance.

Many of these efforts are low cost; some are eompletely voluntary. A number
are supported from private and foundation sources, and a fair proportion receive
state and/or federal drug abuse funding, This effort cost the Institute approxi-
mately $133,000.

Training

All of NIDA’s manpower and training efforts include minority populations
as a priority concern. Activities which are specifically designed to insure achieve-
ment by minority group members include:

(1) Training Grant guidelines which specifically mandate minority concerns
as a priority to be addressed by the applicant.

{2) Development of the Career Development Center (CDC) with the specific
mandute to assist paraprofessional workers within the drug abuse field in the
attainment of greater career mobility within the health carefhuman services
field. Some speeifie effortz of the Center have been:

a. Puerto Riean Conference—a conference held in June 1975 to identify
specific problems of Puerto Rican drug abuse workers and develop an action
plan to meet their needs, This conference resulted in the development of a
Puerto Rican training resource eenter,

b. Continuing Edueation Credits for drug workers participating in the
National Drug Abuse Conference (1976, 1977) and the Alcohol and Drug
Problems Association Conference (1977).

¢. Working Conference on Women Drugs and Career Development. This
conference was the basis for validation of a training program for women
seeking to reenter the working world after drug rehabilitation.

d. subcontract with Universidad Boricua to implement advanced standing
external degree concepts developed hy the CDC,

(3) Support of Chicano Alliance Training Institute, which provides counselor
training,

(4) National Drug Abuse Center for Training and Resource Development—
“The Center has developed and is in the process of validating a packaged training
program on “Women in Treatment.”

Dala on clients tn ireaiment

The following data on the age, sex and ethnicity of clients in Federally funded
«drug abuse treatment are provided for your information:

January to
1975 fhasch 1976

Males (percant)....- [ I 76 74
Females {percent) o m e e em — 24 26
Total PErsoRNEL .. .coocr et m e e s e om 207,733 59,178
Under 1B (percent) 12 10
1810 20 (percent). 13 i1
21 1o 25 (percent). 33 32
26 to 30 (percant)._. 22 26
30 and aver (percent) 20 22
Total personnel 206, 850 59, 005
‘White (parceat).-- 52

Black (percent). - 35 36
Spanish (pereent) 11 12
Other (Pereent). .o oo e 1

1
Totat personnel. .. e 207,279 59, 081
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As you can see we are doing a fair amount in programming for the needs of
women, minorities and juveniles; however, we can and we will do more.

Question 2. You were also asked about NIDA’s priorities. Please relate these
priorities to the distribution of NIDA’s budget allocation and expenditures, by
program category, divisions and branches. What was the allocation and expendi-
ture in fiscal year 1976 for eriminal justice programs? What was actually expended
for program and personnel, including the number and job descriptions of such
staff responsible for these efforts? What portion of this allocation was expended
for support services by contracts and/or grants or non-NIDA staff? Provide
descriptions of each such funded program or project. Please prepare the same
information for the following other categories: education, prevention, sustained
drug treatment, rehabilitation, demonstration projects, and special population
activities such as minorities, women and youth.

Response. NIDA priorities and budget allocation—Fiscal Year 1976: The
following chart summarizes the priority activities of the Institute in fiscal year
1976 along with the budget allocations for each:

Budget allocation/
erpenditures
Priority program and divigion (millions)
Community Programs . _ . o e $174. 1
Division of Community Assistance:

Maintain full utilization of the 95,000 treatment slots and assure
treatment program compliance with national treatment
standards.

Increase usage of Statewide service contracts as a means of
promoting direct administrative responsibility for treatment
at the local level.

Continue to provide technical assistance t0 the States to help
them assume an increase in treatment responsibilities as
rapidly as possible. a

Division of Resource Development;:

Demonstrate models of innovative treatment techniques.

Support prevention activities which encourage individuals to
avoid abuse of illicit substances.

Research . o e 33. 8
Division of Research:

Develop sustained-release drug delivery mechanisms which may
improve treatment methods by reducing the patient’s depend-
ence on frequent clinic visits.

Publish new findings on the nature and extent of heroin addie-
tion which indicate that heroin use is both more prevalent
and less permanent than previously surmised.

Begin large-scale clinical testing of LAAM (long-acting metha-
done) and the narcotic antagonist Naltrexone.

Training . e e 9. 8.
Division of Resource Developmer:t:

Phase down the Federal direct training effort. Support the
regional training centers for the last time.

Continue development of a national training system centered
around the National Drug Abuse Training Center and imple-~
ment through cuntracts with and technical assistance to the
single State agencies for drug abuse prevention.

Initiate o new contract for development of a model credentialing
method which will be replicated and distributed throughout
the national training system.

Management and information. . __________ e 8. 4
Division of Secientific and Program Informatinn:

Complete and annualize the national drug abuse treatment
utilization survey.

Install the client-oriented data acquisition process (CODAP)
on Government processing facilities and introduce two major
report series for use by Government agencies and the public.

Identify and catalog programs and clinics across the Nation.

Staffing . v o oo e 6.1

Total, National Institute of Drug Abuse. oo 2322



211

A gpecific breakdown of the fiscal year 1976 appropriation by program areas
follows (in thousands): .
Division of community assistance

Project grants:
Staffing:

Continuation .. e $7, 904
Supplemental . _ o 633
Subtotal oo e 8, 537
Serviee—8 Years: B
Continuation ..o e e, 36, 687
Supplemental - . o e 3, 063
Subtotal . e e e e 39, 750
Service—3 Years: — B
ContInuation. o . e 3, 988
oM P et e et 1,111
N W o e e e e e et e et 316
Supplemental_ . e 2, 878
Subtotal. . e 8, 293

Demonstration:
ConbinUab 0N o e e 8, 328
COMPEINE e e e e e e e e 180
N W L e e e e e e e e e 477
Supplemental - . . e 869
Ubtotal o e e 9, 854

Previous edueation:

ContinUatioN o e e e e e ———— 2, 049
GO Pt N e e e e e 186
N BV e e e e et e e e e e e e 10
Supplemental. oo e e e e 133
SUBEOtAL - e et e e e 2,378
‘Total project grants:
Continuation . o i 58, 956
COmMPebing - oo e e e e e 1, 477
N W e e e e e e e e e e e e e e 803
Supplemental - . ..o e 7,576
T 68, 812
Contracts:
Statewide:
ReneW Al L o o e e e s 62, 580
W e et e e e e e e et et
Supplemental . o oo e
Subtotal o e ——— 62, 580
NARA: Renewal e e 764
SUB Ot e e e 764
Technical assistance:
Renewal o e e 327
N O e e e e e e e e e e e e e e 2, 061



Demonstration:
Renewal. e e 1, 059
N W e et e e e e e e 1, 5G8
Subtotal e 2, 627

Previous education:

Renewal oo e 1, 280
N W o o e e e et e
Supplemental . . e e
Subtotal . e e 1, 280
Peychiatric care: Renewal. o e G600
Subtotal o e 600
Total contracts:
Renewitl . o e e e 66, Ci0
N W e e e e e e e e e e 3, 629
Supplemental - o e e
Total . o e e e e 70, 239
Formula grants: ‘
ContinUATION . - - o e e 35, 000
Supplemental o e e
Lot o e e e e 35, 000
Total community programs._ ... e 174, 051
Division of Rezearch
Continuation:
Epidemiology o o oo e e
Ol O e o e e e e e
Hazards.. o oo o e e e e
Treatmento. . o e
Basicreseareh. .
General research support
M Or® - e e et e e e et e 2, 208
ReC. D A e e e e 218
Subtotal o e 9, 873
Com}mting/New:
SPIdemIolOEY o e e 3, 519
008y - e e e e e e e e 763
o zards . o o e e 1,514
Treatment . o e e e 1, 460
Basie researeh. oo o e e - 1,340
General researclh SUPPOIt. oo o oo e e 2,299
M IS . e e e e e e 246
RuC. D A e e e 204
Subtotal e e 11, 345
Direet operations (ARC) oo e e 2, 569

Total research. o e 33, 787
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Training
Clinical Training:
Grants:
Continuabion oo e e 2,129
Competing. . e 396
BV o o et e e e e e e ar e e e e et et e e 564
Supplemental . e 222
Subtotal e e e 3,311
Contracts: N.D. A T.C o . e e 1, 865
Subtotal . e e 1,865
Other:
Renewal . e 1, 547
New o e i 2, 577
Supplemental .o e 116
Subtotal . e 4,240
Total clinical training.. e 9,416
Research training
Fellowships:
Predoctoral:
ContinuUatioN o e e e e 14
N WY e e et e e e e e e e e e 55
Subtotal e 69
Postdoctoral:
Continuation ..o o e 217
N W o e e e e e e e e e e e e 123
SUBBOBALa e e 340
Total fellowShi P o o e 409
Total training (clinieal and training) .o oo o oL 9, 825

Mariagement and information:
OS—NIDA .o ot e e e ma e e e 84 34,430
Community assistance. f
Resource development
Reseatch......

Information . 4,663
General fund 1,500
Total management and information. .ae o oo oo ec o eeacaccman ———— 295 14,507
TORAl, MDA - - e oo e o eee e e e e et e s e IR 232,170

Criminal justice programs

The fiscal year 1976 budget allocation for criminal justice activities is as follows*
Program: Model Building, Criminal Justice Symposium, technical

assistance to the States for capacity building and linkages hetween

State criminal justice planning ageneies and drug abuse Single
State Agencies, new studies for legislative changes, research and

AeIONSETAEION o e e e e e e i i e $125, 000
BXDENdea _ - o o e o e e (188, 9686)
PerSONNel.. o o e e e e e e 1386, 000

Total - - e e 261, 100
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In addition to the expenditure for criminal justice activities within the Insti-
tute, the total dollar amount devoted to drug abuse treatm~nt slots used by
-criminal justice system referrals is estimated to be:

Treatment alternatives to street crime (TASC): 4,500 slots at $1,672 per slot,
$7.5 million. )

Bureau of Prisons (BOP): 2,500 slots funded by BOP.
$6Nar80tic Addict Rehabilitation Act (NARA): 205 patients at $2,940 per slot,

61,500.

Many of the patients referred to community treatment are referred from the
criminal justice system.

Demonstration projects—Special population activities
The RServices Research Branch budget for fiscal year 1976 for grants and
-contracts was as follows:

Area (fiseal year 1967 total funds):

SRB demonstration grants. .. o em 89, 873, 295
SRB demonstration contraets.. . e 1, 727, 093
Support services—independent review group grant____________ 40, 500

N SO 11, 640, 888

Issue areas (fiscal year 1967) subtotals:?!

Women . - e eem 2, 416, 425
M OIS e o o o e e e e e e 1, 204, 714
Hospital referral and outreach___ . e 408, 052
Native Americans o o e 790, 088
Polydrug .- .. e e 712, 073
Y outh . e e 1, 064, 399
Drugfaleohol . __ e 1, 615,198
Family therapy - o o e e 501, 279
Treatment outcome evaluation_ . __ 1, 528, 525
Vocational rehabilitation and employment. o .o ____ 795, 961
Criminal justice. - - e 159, 137
Elderly. o o e 21, 488
Drugs in industry . . - o 111, 811
Rural e 5, 400
Health care financing_ - - oo e 41, 514
Inhalant abuse. _ e e 88, 474
Use of paraprofessionals_ __ e 120, 350
Methadone . - e 15, 500

0ta) o o e e e e e 11, 600, 388

1 This does not include funds committed to these issues and prior years or those planned for
fiscal year 1077,

Education and preveniion programs and activily

Grants and title Amount
Small Tribes Organization of Western Washington Drug Abuse
Eduecation Projeet .. o e $114, 641
Alternatives to Drugs—The student video process .. . .oveccceeeon 85, 441
Peer oriented drug abuse educational network_ .. ____ . ____. 69, 980
Tareers In change_. . . . e e 28, 000
Drug abuse prevention, education, and information program....___. 72, 323
Here’s Help’s Project Dasein_ _ . o e 76, 000
Comprehensive drug abuse prevention program..._. o oceeceocooux 80, 734
Early drug abuse intervention ... e 119, 341
Pilot demonstration drug training program . .. .o cccemcccccoonn 134, 774
Teacher training and prevention. .. ... s 50, 0G0
Open door development and prevention: edueation prograny - ... .... 40, 000
Miami Youth (AA) Project_ e e 125, 000
Immigrant social service— Youth program. . oo 119, 446
Livingstone College drug abuse prevention program___..___oooc.... 73, 152

Community education project for Mexican Americans

¥
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Education and prevention programs end activity—Continued

Ooniracts and title Amount
Drug control training for recreation personnel_______ . ____ . _____ 114, 239
Miccosukee Indian drug education program. ... _ .o oeoooeo-. 40, 090
Harbel-NWBC, drug education/abuse prevention project.-.._.._... 81, 000
RAP youth alternative learning project - . oo v\ 87, 000
Navajo drug abuse education project . . o 91, 698
Training program for human behavior workers __ ... .o reeeone 110, 000
Mesealero Apache drug prevention Programie oo cemeeeee. 165, 000
‘COPAS youth project. - o o e 176, 000
Project Redirection—District 10 drug abuse program _ oo oooce e 20, 820
Media program for addiction control—Northwest Alaska .. ... __. 5, 000
Training for a school program in self-understanding. . ...________ 47, 169
New direction—DBoSt0n o o ;e oo 89, 486
Scientific evaluation . o . oo o e 34, 800

Total Erants - oo e e e 2, 378, 238
Multicultural resource center ... oo e 499, 996
Community technical assistance. .. oot 656, 358
Social Seminar. .o o e 39, 352
National search . o oo o e 84, 000

Total COntracts o e o o e 1, 279, 706
Total Programs ... o e eeeeem 3, 657, 944

Management and information:
Personnel: 1 GS-135 Branch Chief, 1 GS-15 Education Advisor,
1 GS-14 Training and Education Advisor, 1 (GS-14 Public
Health Advisor, 1 GS-12 Training and Education Advisor,
1 GS-6 Secretary, 1 GS-5 Grants Clerk, 2 GS-4 Clerk/Typists.

Total personnel . _ . oo e 196, 671
Other objects: Travel, printing, supplies, ete. (estimated)....__— 23, 651
Total management and information .. ... ceeeeomeeaoo 220, 322
Total prevention (estimated) o e 3, 878, 266

Fiscal year 1977

The fiscal year 77 budget for NIDA includes increases of: (1) $12.8 million
for 7,900 new treatment slots; (2) $3 million for new demonstration efforts;
(3) $1.2 million for new prevention and education grants; (4) $5 million for
formula grants to the States; and (5) an inflationary increase of $3.9 million for
a total fiscal year 77 increase of $25.9 million,

The new demonstration program will focus on methods for treating the abuse
.of amphetamines and barbiturates as recommended by the Domestic Council’s
“White Paper on Drug Abuse.”

A modest increase will be applied to treatment grants and contracts to partially
.compensate for inflationary costs of recent years to maintain a 102,000 treatment
slot capacity.

Enclosures.

Question 3. Once Division and Branch budgets have been allocated, under what
circumstances may any portion of those funds be transferred to other categories?
May such previously designated funds be diverted to categories not initially
specified? Are such decisions made collaboratively, unilaterally, and by whom?
In the event of such “borrowing,” is the funded program or project then desig-
nated as a produet of the funding Division or does the budget reflect the specific
categorical expenditure? How many public relations personnel are currently on
staff? Where was the programmatic and staff funding for the Office of Communica-
tions originally? From what source do you provide funds for the operation of
ADAMHA? How is NIDA’s share of those costs determined?

Response. Transfer of Funds Within the NIDA Budget: NIDA’s budget is
composed of four budget activities; Community Programs, Research, Training
and Management, and Information., Funds are not transferred between these
categories unless justified by compelling programmatic considerations. In such
)(c:ases% the Institute submits a request to the Congress for permission to make the
-transfer,
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/ithin budget aetivities, funds are apportioned to program categories at the
beginning of the fiscal year. The amounts in each program category correspond
to those requested in the President’s Budget as approved by the Congress. Repro-
gramming between these categories is initiated by Institute officials as circum-
stances dictate. For example, a research breakthrough in one area may trigger new
funding direction in others, such as a shift in research emphasis toward the Iong-
term, rather than the immediate, social and health consequences of marihuana use.
Or, within Community Programs, funds can be shifted from ecategorical treat-
ment service grants to statewide service contracts, to obtain a better mechanism
for promoting direct administrative responsibility for treatment at the local level.

Fund reprogramming requests are initiated by program managers and acted
upon by the Institute’s Associate Director for Program Operations. This decision
is made following an evaluation of factors which cross organizational lines and in

- collaboration with a variety of staff sources. For example, a decision to support

treatment services with the contract rather than grant funding mechanism, and
make a funding transfer to effect it, is made by the Associate Director after
evaluating the following factors; the budget officers’ estimate of fund availability
in various cost categories, the treatment program development specialist’s deter-
mination of suitable projects for amalgamation, the contract management officer’s
summation of applicable regulations and the Institute Director’s and Agency
Administrator’s concurrence with the overall concept.

Fund transfers are reflected in those budget documents which show contractual
obligations for a past fiscal year. If $10 million were reprogrammed from the cost
center designated treatment services to statewide services contract, budget records
for the Division of Community Assistance would show a $10 million inerease in
the one category, and a like decrease in the other, but the Division’s overall
obligation level would be unaffceted. The past fiscal year budget record would
show the number and amount of statewide service contracts, within the Division’s
Community Programs budget activity, obligated in addition to those initially
requested in the President’s Budget for that fiscal year. By comparing the two
documents, the distinction (increase in one program, decrease in the other) would
be clear. The specific categorical expenditure increase, however, would be sub-
sumed under total statewide program obligation amount, and not be identified
as a separate entity.

The Office of Communicalions and Public Affairs

With regard to your inquiry about “public relations” personnel, there are 14
positions in the NIDA Office of Communications and Public Affairs (OCFA). Of
these fourteen, three are directly involved with public information activities
which include the press and other media.

" The Office of Communications and Public Affairs has four distinet functions:
The NIDA Library, the Clearinghouse, Technical Information Services, and Press
Information. The following is a breakdown by activity:

Library.—Journal articles, books, films and literature searches for information
on drugs are provided by the library for NIDA staff, scientists from other institu-
tions, contractors, and the general public. :

Clearinghouse.—The Clearinghouse responds to queries for drug abuse informa-
tion from the general public and the scientific community, and maintaing an
gnventory of the vast quantities of technical and lay language publications on

TUZE.

Communications Services—This office arranges for the development of publica--
tions, clears materials prior to publication, provides pretest services, editorial and
graphic assistance for publications, and coordinates drug abuse prevention week.

Press Information ~—This function includes writing and issuing statements to the
press, such as the release of the annual Marihuana and Health Report, and the
national surveys of the nature and extent of drug use, and developing media
campaigns directed at the prevention of drug use among youth, for example.

All of these activities which now comprise the NIDA Office of Communications
and Public Affairs were handled in various parts of the Ingtitute prior to July 1976,
when approval to establish OCPA was obtained from the Department. Funding is
derived from the allocation used to support these activities prior to their inclusion
in the new office. The streamlined structure hasg proven to be more effective and
responsive to the publie, :

Funding for ADAMHA
NIDA is annually assessed approximately 1 percent of the Management and
Information appropriation for NIDA’s portion of common program support

services such as postage, telephone, and accounting/finance activities. NIDA does-
not support the operation of ADAMHA per se.



)

217

Question 4. Of the funds allocated to NIDA for fiscal year 1976 for foreign fravel
and technical assistance, operational regearch, and other programs not directly
serving U.8. citizens, indicate the NIDA Divisions and categorical funds appro-
priated, redirected, or otherwise provided.

Response. For fiscal year 1976, funds for foreign travel, technical assistance, and
research overseas were not included specifically as line items in NIDA’s budget.

This program area is developing under the statutory authority of Public Law
86-810 (Sections 3, 4, 5, and 6) and Public Law 93-353 (Section 106) and the
policy framework of the “White Paper on Drug Abuse.” Three major areas are
now included in NIDA’s international demand reduction program; foreign travel,
technical assistance, and research.

Funds for foreign travel by staff are from NIDA’s regular travel budget—a
portion of which is reimbursed by the A.L.D., Department of State. The amounts
to be spent are determined by a foreign travel ceiling set by ADAMHA, which
receives a ceiling from the Office of International Health, DHEW, To insure
proper use of travel funds, criteria have been developed to set priorities for travel,
with international travel to attend meetings as our lowest priority.

The actual amount spent for foreign travel in fiscal year 1976, including the
transition quarter, was $52,563 for 44 trips by NIDA staff. Of this travel, NIDA
éms been reimbursed for 5 trips, totalling $5,540, by the A.I.D., Department of
State.

Funds for technical assistance come from NIDA’s regular Management and
Information funds and from Cabinet Commitiee on International Narcotics
Control (CCINC) funds of the Department of State transferred to NIDA.

In fizscal vear 1975, NIDA spent $85,001 on one technical asgistance contract,
dealing primarily with the Southeast Asia and Latin American regions. This
project, involving nine consultant activities, was primarily to stimulate greater
in-country efforts in assessment, treatment, and rehabilifation. No fiseal year
1976 funds were expended for technical assistance.

International research projects are supported under our research project
grant and contract program. Foreign grant applications compete against domestic
projeats for funding with additional and more stringent criteria established by the
Public Health Service to insure domestic benefit. A copy of these ecriteria is
attached. For fiscal year 1976, 12 projects were funded for a dollar total of $543,104.

In NIDA, the Division of Research administers the international research
projects, and the International Activities Unit in the Office of the Director
administers the foreign travel and technical assistance programs in conjunction
with the relevant Division and Branch.

With regard to foreign research, $99,500 has been allocated in fiscal year 1977
for a demonstration contract to be negotiated with the Government of Hong
Kong for a study of the utility and efficacy of ouipatient acupuncture. The
demonstration that will be conducted will be of value to the Institute in under-
standing the potential for use of outpatient acupuncture with clients in need of
detoxification, who refuse to become involved with any of the modalities currently
in use for those purposes. Hong Kong provides us with both a large population
permitting a controlled study, and an expertise among treatment personnel that
permits a best test of the technique of outpatient acupuncture.

The Institute has also jointly sponsored drug specific training for high and
mid-level professionals brought to the United States by the Council of Interna-
tional Programs exchange program. In 1976, 10 persons were trained through the
National Drug Abuse Center at a cost of 815,023,

An International Training Support Program will be the focus of the 1977
International Training efforts. These last two efforts, demonstration and train-
ing, are funded through the Division of Resource Development budget.

Question 5. How does the NIDA expenditure abroad benefit our domestic effort?
Inasmuch. as NIDA’s programs are directly adrcinistered, mot rvegionalized,
what portion of NIDA’s expenditures result in domestic monitoring, the provision
of technieal assistance, and any other support service? Is such evaluation done by
NIDA or non-NIDA personnel? Do all NIDA funded projects have to comply
with Fedoral funding oriteria? Ave the additional fiscal year 1977 slots, referred

- to in hearings, all trentment oriented, as distinguished from specifically drawn

research and demonstration model projects?

Response. International Activities: Expenditures abroad are for the benefit of
the United States in two major ways; to bring to the attention of officials in other
governments their own drug abuse problems, which will motivate them to co-
operate with the U.8. and international organizations in reducing the supply of
drugs, and facilitate the development and exchange of knowledge regarding the
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nature of drug abuse. Demand programs are part of an integrated U.S. drug
abuse program that demonstrates that we are concerned with the demand and
health aspeect of drug problems in other countries, as well as their supply and law
enforcement programs. Projects are planned for countries where foreign leaders:
are interested in taking care of their problems, or the country is one where the
U.S. would particularly like to see such a commitment made because they are:
(1) a supply source for, or part of 2 major trafficking route or (2) opinion leaders in
regional, U.S., or other international arenas.

The second way the U.S. benefits is that we learn things which are useful in
dealing with drug abuse at home and ab.oad, and in so doing, are in a stronger
position to deal with our problems. We do not promote any particular approach
to reducing or preventing drug abuse, but wish to assist, within definite time and
dollar limits, other countries in developing sound approaches to lessening abuse
within their borders. Through these efforts we can understand more fully the best
and most cost effective ways to lower demand at home and abroad, and assist our
efforts to control supply and illicit distribution into the U.S.

Technical assistance
Domestic monitoring and technical assistance for drug abuse community

services (treatment) costs for FY 1976 are estimated at $2,708,851. This is
comprised of the following:

Monitoring Technical assistance
DCAstaff. . _____ $440, 000 DCAstaff .. $80, 000
Contracted- . _____._ 1, 509, 000 Contracted- - .______ 679, 851
Total oo 1, 949, 000 Totalo . 757, 851

The Institute does not have sufficient staff to itself provide thorough monitoring
and technical assistance for the nationwide network of NIDA funded drug treat-
ment programs (over 1,400 treatment service units). Therefore, we have contracted
for adjuncts to NIDA staff’s ongoing management activities. As problems are
identified involving management efficiency of NIDA funded drug treatment
programs, and as the need for technical assistance is identified, NIDA can call in
on an as needed basis this outside expertise to assist the program managers in
eliminating deficiencies and strengthening administrative and treatment ca-
pability is no longer needed.

In the area of demonstration programs, the Service Research Branch estimates
that approximately 75 percent of the project officers’ time is spent on monitoring
and evaluating existing grants and contracts, and providing technical assistance
to those interested in seeking funding support from NIDA. In fiscal year 1976,
$23,593 was expended for staff to travel to provide technical assistance and to
monitor projects. In addition, $1,256 was allocated for the travel of special
consultants to projects to provide expert technical assistance.

Supported by the Prevention Branch, both the Pyramid Project and the
Multi-Cultural Resource Center Project provide technical assistance and other
support services to local operating programs. In most cases, these programs are
not funded with Federal monies, although some programs do receive support from
State block grants which are federally funded. In addition, during fiseal year 1976,
the Stanford Research Institute began a contract to develop a reporting and
evaluation system for our model demonstration grants. These programs provided
direct services at the request of the local programs, except in the case of the SRI
contract, which established administrative criteria for the operation of grant
programs.

The State Training program is a program of continued technical assistance,
resource development and exchange, as well as direct support in training develop-~
ment.

Further technical assistance efforts include the Iastitute credentialing efforts,
the Career Teacher program, and a contract with the Medical Board of Examiners.
The latter two programs involve a centralized effort to assist the medical com-
munity in increasing their response to providing medical practitioners competent
in Substance Abuse areas.

The newly funded Regional Support Centers have also been structured to
provide significant technical and training assistance to States and local programs.

Federal funding criteria

All NIDA funded drug treatment programs which receive monies from section
410 of Public Law 92-255 have to comply with the Federal Funding Criteria. The
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research demonstration projects do not have to comply with the Federal Fanding
Criteria. However, all projects are, of course, required to comply with the Metha~-
done Regulations, and when relevant, the Confidentiality Regulations, and to
provide for the adequate protection of human subjects receiving treatment through
Federal grants.

New treatment capacity

The additional 7,000 slots provided for in the fiscal year 1977 budget are all
treatment oriented. The planned distribution of these slots by treatment modality
is as follows:

Number Percent
Qutpatient/drug-free__.._ 1,778 25
Qutpatient/detoxification ..o oo u oo e 230
Qutpatient/methadone. oo oo omvco e 3,304 47
Day care/drug-free ——— . 654 S
Day care/methadone._.....__.. - - ———— 11 0]
Residentlal/drug-free__ wwam— 952 14
identjalfmethadone. 26 (O]
TRl L e e e et e e ————— 7,015 100

1 Less than 1 percent.

Pregently, each State has been asked to give priority to the needs of the criminal
justice system in the allocation of 10 percent of their slot capacity. Many treat-
ment programs get most of their referrals from the criminal justice system. For
example, almost all of the clients in federally funded programs in Minneapolis
come from the probation and jail system of Hennepin County.

In allocating the 7,000 new treatment slots available in F'Y 19877, we have
asked the Statew to consider criminal justice needs a matter of high priority and
are negotiating with them to assure that those needs are taken into account.

Question 6. Please submit your comments on the obvious lack of coordination
hetween what is said in the Shellow Report (and rather unwisely publicized prior
to your having an opportunity to study it), and the President’s comments on
September 27 in Miami to the effect that one-half the crime in the U.S. is drug
related. Please submit a detailed statement as to how, when, and in what manner
your agency interacts with law enforcement agencies. We do not want a bare
listing of the task forces, committees, subcommittees, ete. What we desire is
actual information as to how each of you distribute information to other agencies,
and what is done with it, to your knowledge. As to your success rate in treatment
programs, please make available data on heroin addiction as correlated to poor
housing, joblessness and poverty.

Responge. Report on drug use and criminal behavior: In commenting on the
President’s remarks of September 27 in Miami to the effect that one-half the
crime in the U.S. is drug related, it may be that his source for this igure was a
number of police administrators who have come up with estimates of between
30 percent and 70 percent. How the police administrators get their figures is not
clear, although there is no question that drug abuse, most particularly heroin
addiction, is statistically associated with crime. The Shellow Report simply
questions whether heroin addiction is responsible for a majority or even a large
part of all property crime. It was unfortunate that the newspaper stories stated
that the report found no conclusive evidence to support the drug/erime connection.
The connection is definitely there, but how strong it is, bow extensive, how
inevitable, and how it contributes to the social cost of drug abuse, are all questions
in need of research. NIDA intends to pursue those questions in futwre work.

NIDA interaction with law enforcement agencies

First and foremost, NIDA developed, along with all Federal agencies involved
in drug abuse, the Domestic Council’s *“White Paper on Drug Abuse’” which set
the philosophical tone for drug abuse policy.

The Methadone Treatment Policy Review Board is comprised of members
from NIDA, DEA, FDA, and the Veferans Administration., The Chairman of
this Policy Review Board is the Assistant Director for Medical and Professional
Affairs at NIDA. This Board meets at the request of FDA to examine on a con-
tinuing basis the issues involving methadone treatment and the FDA Methadone
Regulations.
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In addition, NIDA has recently undertaken purchase predictions of Schedule IX
-drugs under the Controlled Substances Act of 1970. These predictions are then
shored with FDA and DEA for the purpose of helping them set manufacturing
quotas on the amount of drugs to be produced to meet legitimate medical neads.
Purchase predictions for 1976 and 1977 were supplied these agencies in a detailed
form including methodology, hospital purchase, and drugstore purchase.

Qur forecasting staff conducts a cooperative data collecting project, the Drug
Abuse Warning Network (DAWN), with the Office of Special Programs, IIEA.
Since the project is ongoing, the relationship is a continuing one where the primary
interaction occurs betweenr the DEA Project Officer and the NIDA. Project Officer.
These two people cooperate in managing the data collection project in terms of its
structure, day-to-day operations, plans, and reports. Thus, there is much face-
to-face interaction. This NIDA-DEA relationship is not so much a matter of
one agency distributing information to the other, but rather a joint produection of
information from various types of reporting facilities throughout the country,
including emergency rooms of general hospitals, medical examiners, and crisis
centers.

We have, in addition, created a Criminal Justice Advisory Couneil to begin &
new initiative in Criminal Justice, a Model Building and National Symposium
Project. The Council meets at least quarterly.

In affiliation with nine other agencies (the LEAA, NIAAA, the Naticnal
Association of State Drug Program Planning Administrators, the U.S. Bureau of
Prisons, Federal Probation System, U.S. Courts, American Correctional Asssocia-
tion, American Bar Association, and the Drug Abuse Council), NIDA conducted a
National Issues and Strategies Symposium on the Drug Abusing Criminal Offender.
That forum was used to disseminate information from a range of agencies and
programs including DEA, LEAA, and the White House. Well over 150 Criminal
Justice and Drug Treatment Agencies attended including 20 State planning
agencies.

“NIDA also participates in the Cabinet Committee for Drug Abuse Prevention,
Treatment, and Rehabilitation’s Criminal Justice Subcommittee. Furtuer, NIDA
participates in LIEAA’s drug related studies; a study on local jails and drug treat-
ment, a study on the effects of New York’s new narcotic laws, the Prescription
Package (Program Model) for Institution and Drug Treatment Programs, and a
follow-up study of TASC clinics in programs funded by LEAA.

NIDA contributed to the planning activity conducted in FY 1976 by the new
Federal Office of Juvenile Delinquency and Delinquency Prevention. NIDA
has made substantial contribution to their first Annual Report, their analysis
and evaluation of Federal Juvenile Delinquency Programs, their State Planning
requirements for Federal progroms related to juvenile delinquency and the new
Federal Advisory Committee,

In addition, NIDA has been an active member of LEAA’s Interagency Com-
mittee which promulgated the LEAA Alcohol and Drug Abuse Guidelines
(3-21-75). These guides incorporate some of NIDA’s Federal Funding Criteria,
commit LEAA State Planning Agencies to a three-year planning and action
program for drug abuse treatment programs in State correctional facilities, and
require their consultation in planning with NIDA’s Single State Apgencies.

Also, NIDA’s Single State Agency Notice #34 (1-2-76) requires the Single
State Agencies for Drug Abuse to engage in joint program development and
implementation with the state planning agencies for law enforcement.

A DIA representative is a member of NIDA’s Executive E¢aff.

Finally, the Administrator of DEA and the Director of NIDA sit together on
the working groups of the Cabinet Committees (Prevention, Treatment, and
Rehabilitation, Law Inforecement, and International Narcoties Control), which
provide a formal forum for the discussion of matters of mutual concern. Addi-
tionally, the Director of NIDA meets informally with the Administrator of DEA,
the Senior Advisor for narcotics matiers for the Department of State, and other
top officials in the law enforcement area.

Heroin addiction correlated with employment staius and poverly

Several NIDA researchers, in a study published in 1973, concluded that the
rate of addiction per census tract for the city of Washington, D.C., was related to
various measures of social disorganization. Significant correlations were estab-
lished befiween addiction and various crime categories, as well as between addic-
tion and poverty, overcrowding, and quality of family life.

Other research findings on these socio-economic characteristics of heroin addicts
include the following:
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1. Unemployment at induction was a significant correlate of drug use before
service among enlisted men in Vietnam in 1971. Drug use while in Vietnam was
associated significantlv with noncomnletion of high school. Having been unem-
%l.ozed at induction was also associated significantly with drug use while in

ietnam.

2. Young men age 20-30 who had ever used heroin were 3 times more likely to
be unemnloyed than employed when surveyed in 1974-75 (18 percent v. 6 per-
cent) (O’Donnell).

3. A correlation of .32 was found between the rates of unemployment in 24
SMSA’s and the rates of heroin use in the same 24 communities.

Enclosures.

Question 7. What liaison does NIDA have with American companies which are
currently producing psychofropic substances abroad? What legislation might be
useful to afford better oversight of these companies, who face no FDA type con-
trols abroad, and whose overproduction may have a causal relationship fo the
increased availability domestically, and thereby related to the current increases
in street traffic and poly-drug abuse? What legislation would you propose that
would ensure more effective controls on over-prescriptions? Would you focus on
the AMA pharmacists, point of sale, or dispensing?

Response. American companies: NIDA does not have systematic liaison with
American companies producing drugs abroad. Occasional contact occurs at
meetings, but no liaison of a regular nature takes place.

Foreign companies

At the moment there is no U.S. control over foreign pharmaceutical companies
in foreign countries manufacturing for their own need. However, there are two
treaties designed to correct the problem which you address; the Single Convention
on Narcotic Drugs controls all narcotics internationally since 1964, and the
Convention on Psychotropic Substances, effective in August 1976, controls inter-
nationally the centrally acting depressants, stimulants, and hallucinogenic drugs.
However, the United States is not yet a party to this treaty.

Need for legislation

NIDA recommends no legislation and feels there are alternative approaches to
the issue you raise. At present, a number of different Federal agencies (including
NIDA), in cooperation with the private, professional, and scientific community,
are exploring these alternatives.

Question 8. Please provide the Committee with exact figures on the number of
clients who remain in treatment on methadone continuously for two or more
years. What is NIDA’s position or action likely in such cases? Do any NIDA
funded programs refuse methadone detoxification as a legitimate therapy goal?
What exact dollar amount does NIDA allow for outpatient methadone clients?
What input does NIDA have in FDA methadone regulation and DEA. security
issues? What criminal justice efforts are being attempted to provide treatment and
detoxification for incarcerated populations? How many cities have a drug co-
ordinating office? Does your data indicate any relationship between the existence
of such an office and more or less effective drug prevention, treatment, and re-
habilitation program efforts? Are they more or less effective if operated by the
Health Department, Criminal Justice Divisions or Mayor's office? Do you know
what level of statutory and fiscal authority is necessary for such city offices to
operate effectively? If given Blo¢ Grants directly, could such city offices function
in ways now performed by single state authorities? .

Response. Length of Methadone Treatment: The Drug Abuse Reporting
Program (DARP) provided NIDA with statistics on characteristics of drug users
in treatment during 1969-1974, for a national sample of NIDA funded treatment
programs. (The DARP system has been replaced by CODAP.) The DARP data
indicates that one year after admission to methadone maintenance, 40 percent
of the patients are still in treatment; 19 percent remained two years after ad~
mission.

NIDA believes that the decision to continue maintenance of a client is a clinical
decision which must be made by the program physician and documented in the
client’s record. The FDA Methadone Regulations require such a review of clients
on gngthadone with respect to their continuance on maintenance after a specific
period. .

To our knowledge no NIDA funded program refuses methadone detoxification
as a legitimate therapy goal. :

81-448 O—-7 715
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In fiscal year 1676 the slot cost ceiling for outpatient methadone services was
$1,700 per treatment slot per year; in fiscal year 1977 this is being raised to $1,750
per treatment slot per year.

Input tn FDA methadone regulations

At the request of FDA, the Methadone Treatment Policy Review Board was
created with representation from NIDA, FDA, DEA, and the Veterans Admin-
istration. The Methadone Policy Review Board examines issues involving metha-
done treatment and the FDA Methadone Regulations and provides an appro-
priate forum for communication on these methadone treatment issues among
these agencies. The Chairman of the Methadone Policy Review Board is a repre-
sentative from NIDA, however, the final decisions for altering policy regarding
thehFllr)ﬁ‘xAl\'Iethﬂdone Regulations, as they relate to treatment issues, still resides
wit, .

In May 1974, Congress passed Public Law 93-281 (The Narcotic Addict
Treatment Act) which further amends the Controlled Substances Act. This law
requires every practitioner who administers or dispenses narcotics to narcotic
addicts for the purpose of either maintenance or detoxification to be registered
with DEA. Prior to DEA granting registration, the practitioner must be in
compliance with treatment standards set forth by the Secretary, HEW. An
implementation Plan has been sent forward to the Secretary’s office, which, if
agreed upon, would result in the Secretary delegating the lead authority to
establish the treatment standards to the National Institute on Drug Abuse.

The Director of NIDA and the Commissioner of FDA have had several meet-
ings regarding Public Law 93-281, which resulted in a mutual agreement that
NIDA would develop new narcotic treatment standards which would be published
jointly by NIDA and the FDA. Subsequently, NIDA has developed these stand-
ards after consultation with various national organizations and persons with
knowledge and experience in the treatment of narcotic addicts. Technically, no
further action can occur with regard to publishing these standards unti! -2
Secretary has delegated this responsibility to NIDA. If and whken the Secret.ay
delegates such responsibility to NIDA, the resultant effect will be publication of
these new treatment standards which will supersede the FDA Methadone Regu-
lations, and result in NIDA becoming the lead agency for establishing standards
and policy for the treatment of narcotic addicts with narcotic drugs.

Treatment and detozification of incarcerated population

A survey of local and State jails by Charles Newman of the Pennsylvania
State University College of Human Development (Local Jails and Drug Treat-
ment) found that most jails treat withdrawal symptomatically; nausea, chills,
and teasion are treated with antispasmodics and other drugs. Most jails de not
exclude the use of methadone for addict-inmates however, only a few specifically
provide for it.

In terms of activities in Federal prisons, NIDA hag encouraged the Bureau of
Prisons and the Parole Board to improve detoxification services. At this time,
neither Federal nor State prison systems are mandated by LEAA to provide
detoxification. There are, in addition, some legal questions concerning who holds
the primary responsibility for providing detoxification. A recent court decision
in California held that the provision of detoxification is the responsibility of
medical (rather than correctional) authorities.

In terms of treatment services, LEAA guidelines mandate the provision of a
minimal level of drug abuse treatment services in county jails and State prisons.
It is clear, however, that the States are not in compliance, and that the guidelines
have not been rigorously enforced, One LEAA region recently surveyed its six
States and found only one in compliance. Currently, the States are required to
give priority to the needs of the criminal justice system in the allowance of 10
percent of their slots.

In recognition of the need to provide more treatment to those addicted who
are also involved in the criminal justice system, we have, in allocating the addi-
tional 7,000 treatment slots available in fiscal year 1977 budget, asked the States
to consider those needs as a matter of high priority, and are negotiating with the
Single State Agencies for Drug Abuse to assure that those needs are met.

City drug coordinating offices
‘We have not systematically collected information on how many cities have a
drug coordination office, the costs involved in effectively operating such an office,

nor the relationship between the existence of such offices and the effectiveness of
program efforts.
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However, we are continuously working with local officials in the areas of assess-
ment, treatment outcomes and so forth. Workshops, conferences and technieal
review panels are held periodieally in these areas which usually include or are
exclusively for city representatives. Further, we have worked with The National
League of Cities/Conference of Mayors in helping them to look at these issues,
Their recent survey of selected cities to determine local drug abuse needs and
priorities is a consequence of this collaboration. NIDA is committed to a closer
scrutiny of the needs of the cities to more effectively plan for and manage their
drug abuse prevention activities. In this regard NIDA has begun working with the
Single State Agencies to better address the needs of the cities in terms of assessing
the problem and planning and managing the responses. Further, NIDA has not
foreclosed other options which may be used to better target and use resources
at the local level.

Question 9. What is the rationale for drug programs being directly administered
by NIDA instead of being regionalized and administered by existing HEW re-
gional offices? 'Was the exclusion of drug treatment and rehabilitation provisions
in the 1975 amendments to the Public Health Services Act (Public Law 94-63) a
deliberate HEW or national drug treatment policy? Who made such a determina~
tion? Do you view that exclusion consistent with Congressional intent and Public
Law 92-2557 In the absence of reference to drug treatment in the PHS Act, what
then do you propose is the regional health planning organizations’ responsibility
to drug treatment needs, as a public issue?

Response. Central Administration of Drug Treatment: Historically the Fed-
eral Government has been viewed as the governmental entity primarily responsi-
ble for the treatment of drug abuse, Beginning with the Narcotic Addict Rehabili-
tation Act of 1966 (NARA), the Federal drug abuse program has been a highly
centralized one. In 1971 the Special Action Office for Drug Abuse Prevention, a
Presidential initiative on drug abuse, was organized directly in the Executive
Office of the President and given responsibility for overall planning, integration,
and policy development in the field of drug abuse. The recent “White Paper on
Drug Abuse,” developed by the Domestic Council and endorsed by the President,
placed the authority to coordinate the Federal drug abuse treatment and rehabili-
tation effort in a Cabinet Committee chaired by the Secretary of HEW, These
organizational arrangements all reflect the judgment of those in the field that
centralized coordination of the activities of the various agencies involved in the
treatment of drug abuse (of which NIDA is the lead agency), as well as coordination
of law enforcement and treatment, would result in a more effective strategy to
cope with drug abuse.

In addition to these policies which encouraged a central administrative structure
for drug abuse programs, two other factors have played a part. The first is that
NIDA purchases treatment services from states and local communities, monitors
the utilization of these zervices and shifts funds between communities when the
utilization rates are low. This means that NIDA must continually monitor
utilization and negotiate slot purchases. If other experiences with using a region-
alized form of program administration can be a guide, it would be difficult to
monitor State activities from the ten HEW regions fairly and equitably. In fact,
what usually occurs is that there are essentially ten variations on any program
handled through the ten HEW regions. However, from another perspective,
NIDA has decentralized its programs, but in a way that gives more control and
decision-making authority to the State level of government rather than shifting
the administration of a Federal program from Washington to ten Federal regional
offices throughout the country.

Public Law 94-63

Drug treatment and rehabilitation was not excluded from Public Law 94-63-
Section 303 of Public Law 94-63 amended the Community Mental Health Centers
Act at Section 201(b) (1) (H)(ii) to specifically require that community mental
health centers provide a program for the prevention and treatment of drug addic-
tion and abuse and for the rehabilitation of drug addicts, drug abusers, and other
persons with drug dependency problems unless there is no need for such services
in that particular catchment area or the need is being met. There does not appear
to be an inconsistency in Congressional intent.

The legislation that is most pertinent to the regional health planning organiza-
tions’ responsibilities is Public Law 93-641, the National Health Planning and
Resources Development Act of 1974, rather than Public Law 94-63. The omission
of drug abuse activities from Public Law 92-641 was apparently a Congressional
oversight. The exclusion was remedied with the passage of Public Law 94237
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amending Public Health Services Act at Section 14(a) placing certain drug abuse
activities within the authority of the National Health Planning and Resources
Act. NIDA is represented on the ADAMHA~HRA liaison committee to coordi-
nate activities within the scope of that Act.

Question 10. What, if any, progress is being made at the national level to inte-
grate the categorical drug effort into HSA health programs, HMO’s neighborhood
health centers, or group practices? Under what circumstances do the staffs of
NIDA, NTAAA and HSA meet toward implementing these programs into the
general health care delivery system which HEW funds. Do all hospitals receiving
Hill-Burton funds provide services to addicts? Wherever possible, please provide
such documentation as exists which relates to formal collaboration or participation.
By what process and with what regularity does NIDA evaluate changing patterns
of drugs of abuse (dual, multi-;gender, age and ethnic population ratios) and to
what extent do such findings affect the location, and nature of treatment therapies,
staffing, intake and success criteria?

Response. Integration of Drug Abuse into the Health Care System: In pro-
posing the integration of drug abuse freatment services into the community
health and social service system, it is important to define clearly what is meant
by such an objective. In some cases what we really mean is the coordination of
drug treatment services with other kinds of service programs, such as vocational
training, job placement, welfare assistance, etc. On the operational level, drug
programs have to interface with community medical and social service networks
in order fo assure comprehensive care for the drug abuse client,

In other instances, we have in mind an actual integration process whereby
drug abuse treatment is brought more directly into the mainstream of health
care delivery and financing. The fact that the locus of care for drug abuse treat-
ment is now predominantly in the community lends recognition of its movement
toward the general health care system. Therz are a number of illustrations on
this theme: (1) Health Maintenance Organizations, in order to receive Federal
qualification, are required to provide drug abuse services as part of their basic
health benefits; (2) Public Law 92-255, Section 407, as amended, requires that
hospitals which receive Federal assistance not discriminate against drug abusers
in admissions policy or treatment; (3) Drug abuse programming now comes
under the planning purview of regional health systems agencies as mandated by
the Health Planning and Resources Development Act; (4) Public Law 94-63
requires that Community Mental Health Centers provide drug abuse services
as one of their twelve (12) essential services; (5) Drug abuse training is now
included in most medical school curricula.

Indeed, integration is an ongoing process that involves two basic approaches:

(a) More drug abuse services are being provided through the regular health
care system.

(b) At the same time, the health delivery system is being broadened in scope
to include community-based drug programs as specialized providers.

The issue of provider status for drug programs is one which directly impacts
the process of integration through basic health financing, third-party reimburse-
ment mechanisms, The major reimbursement programs (Medicaid, private health
insurance) have been designed to pay for medical expenses and services which are
delivered by physicians and inpatient health facilities (hospitals). (This is some-
times referred to as the ‘“‘medical model.”’) Thus, drug abuse has tended to bhe
covered, at best, ‘“the same as any other illness” which has meant that the above
restrictions would apply. .

However, this pattern is beginning to change slightly as insurors experiment,
with new benefit programs to cover alcohol and/or drug abuse treatment and
non-traditional providers. For example, Blue Cross and Blue Shield of Michigan
has introduced coverage for substance abuse in the United Auto Worker account.
Specific services that are covered include a mix of medical, laboratory and counsel-
ing services., (Clommunity residential and outpatient programs are now being
approved as psrticipating providers for this particular insurance plan.

It should be emphasized that the above benefit programs is much more the
exception than the rule in terms of service coverage and provider recognition.
Indeed, one of the major questions currently being addressed by the field concerns
the cost-benefit of a program seeking to become accredited by JCAH. Since the
cost for accreditation can approximate $2,000, a drug abuse program typically ask
if accreditation is likely to result in additional third-party revenue since: (1) The
community based program would have difficulty in qualifying as an approved
provider; and (2) The number of clients who have private health insurance
comprise a rather small percentage of the total population in treatment.
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On the other hand, this is an area where we have to take a longer-term perspec-
tive. There is a definite trend in health care toward a preference for less eapensive
care settings, e.g., ambulatory vs. institutional. While we would expect to see o
gradual broadening of insurance coverage for drug abuse treatment, there are a
number of problems with which the field must contend. For example, many car-
riers remain unwilling to cover substances abuse treatment because they do not
consider it to be a medical problem; or they may feel that it is a self-induced
condition and question the existing methodologies for evaluating the quality
and effectiveness of treatment.

In efforts to facilitate our programs’ access to the third-party payment systems,
we have supported proposals which recommended a legislative change to require
that “‘clinic services” be included ir the list of mandated services under the
Medicaid program. This is currently the most important optional service for drug
programs which generally follow a free-standing, community-based model. Only
thirty States include this optional service, and many define “‘clinic services” in
such a way that they do not recognize PHS granfees for purposes of
reimbursement.

Another factor which has a profoundly limiting effect on the potentinl for
realizing third-party revenues is client eligibility. NIDA’s baseline study on
third-party reimuursement referenced this as the most salient factor since it is
one over which programs can exert no contrnl, “The clients of drug abuse treat-
ment programs are among the least likely of any group in our population to have
Medicaid or private health insurance. Indeed, one would be hard pressed to find
a more improbable candidate for third-party coverage than the typical client of
a drug abuse treatment program—an unmarried, unemployed, non-dependent,
able-bodied male between the ages of 18 ancd 30.” Examination of a sizeable
client sample from twenty-two programs in eleven major States revealed that
under 30 percent held third-party coverage through Medicaid (17 percent) or
private health insurance (12 percent). For this reason, 30 percent is seen as the
upper bound on the percentage of total program costs which can be recovered
from third-party resources. If we take into account the less than full range of
covered services and the reimbursement rates which are generally less than actual
unit costs, we see that the real potential is probably well under 30 percent. Since
the current recovery level is 5 percent for the nation (excluding New York,
California and Pennsylvania which together realize 15 percent in third-party
revenue), it is believed that an increase in third-party collections can be achieved.

Clearly, we are limited in what we can achieve in pursuit of the goal of inte-
grating drug abuse services into the mainstream of health care because our efforts
have to be somewhat reliant on the actions and initiatives taken at other levels
of the Federal Government.

In view of how we have defined the considerations for services integration,
NIDA will continue efforts to: (1) Assist programs and States in maximizing
their third-party payment resources; and (2) Improve provider and service
coverage for drug abuse treatment in health insurance plans,

Hill-Burion

Public Law 92-255, Section 407, as amended by Section 6(a) of Public Law
94-237 provides that hospitals give treatment to drug abusers: “Drug abusers
who are suffering from medical conditions shall not be diseriminated aguinst in
admission or treatment, solely because of their drug abuse or drug dependence,
by any private or public general hospital which receives support in any form
from any program supported in whole or in part by funds appropriated to any
Federal department or agency.”

Thus, hospitals receiving Hill-Burton fundg would be subject to the above
requirements., Regular monitoring for the Hill-Burton program attempts to
assure that the recipient health care facility majntains its public or private non-
profit status, provides community services by treating Medicaid eligible persons
and makes available a reasonable volume of free care.

Collaboration with other health agencies

There exist many formal and informal agresments among various Federally
funded programs (community health centers, drug abuse, alcohol centers)_ for
referral of clients. Sharing in service training also may exist among service enfities
at the local level.

NIDA has both formal and informal contacts with the Health Services Admin-
istration (HSA) concerning program activities for several years. NIDA is repre-
sented on the Rural Health Coordinating Committee which provides both public
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guidance and project oversight for a rural health initiative which attempts to
achieve services integration for rural projects. A similar mechanism is under
development for urban health projects.

In the past two years, NIDA has worked closely with the Division of Health
Maintenance Organizations, Health Services Administration, on development
of program guidelines on drug abuse treatment for the HMO Federal Regula-
tions. The HMO basic health services package includes the following: *“110.101(b)
(5) Diagnosis, medical treatment and referral services (including referral services
to appropriate ancillary services) for the abuse of or addiction to alcohol and
drugs.” Since the HMO is responsible to provide basically for acute care needs,
appropriate referrals are made to community-based drug programs for extended
treatment and rehabilitation services.

The interface of drug abuse services and HMO's is an uncharted path. Ac-
cordingly, NIDA along with ADAMHA and HSA sponsored a conference in
November, 1876, to address such issues as treatment approaches, quality as-
surance and costs and utilization.

NIDA has collaborated with NIAAA in the funding of eleven joint drug/
aleohol service delivery demonstration projects and has plans to fund two addi-
tFi%l%l7&ug/alcohol occupational health demonstration programs in industry in

The categorical drug effort in training has made significant impact at the
national level upon the general health care delivery system. The Institute in
collaboration with NIAAA has placed special emphasis on training medical
students and others in medical schools in both drug and alcohol abuse treatment
techniques. Career teacher awards have been granted to support faculty and
curriculum development in the addiction sciences for clinical treatment, preven-
tion, education and research. Training support has been given to the free clinics
through their national association to train clinicians in methods of identifying
and treating substance abusers who utilize this alternative health system.

The credentialing of drug abuse treatment woerkers has had a considerable
impact upon the health care delivery system in assuring quality care and essential
services to HMO’s, HSA programs, mental health clinics and community health
centers’ patients. Our present philosophy in accord with the activities of the State
credentialing effort aims at developing human service workers and giving broad
base skills training for the health disciplines.

Interagency cooperation in developing drug abuse prevention training has
resulted in a coordinated approach to resolve differences through regular policy
level discussions of the Federal Agency Training Group for drug and alcohol abuse
programs. ADAMHA has maintained a lead role in convening the Federal Agency
Training Group which includes the training components for drug abuse treatment/
prevention within all the Federal Government agencies. The Preverition Branch
has also established an informal working group with a number of Federal agencies
including NIAAA and NIMH which meets monthly to share information about
ongoing programs and to focus on programs of mutual interest. This group is
not a formalized interagency group but operates entirely on a voluntary basis.
However, they have produced an inter-agency resource list which is presently
being printed to assist the public in understanding the various funding sources in
the drug abuse area. In addition, a number of programs have been jointly funded
as a result of the work of this group.

Eyaluation of the Nalurc and Egxlent of Drug Use

There are several data bases we use to evaluate changing patterns of drug use:
(a) Indicators

Drug Abuse Warning Network (DAWN).

Client Oriented Data Acquisition Process (CODAP).

Heroin Indicators Trend Report, Heroin Trend Index.
() Surveys

National Survey of High School Seniors—Dr. Lloyd Johnston.

San Mateo County Annual Survey.

Drug Use Among Young Men—-National Survey—Dr. Ira Cissin.
(c) Others

Treatment Outcome Prospective Study (TOPS).

Drug Abuse Reporting Program (DARP).

NIDA tracks the prevalence and patterns of drug abuse in the United States
through indicators produced by the Drug Enforcement Administration such as
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price/purity data (STRIDE), srrest data, pharmacy theft data. The Center for
Disease Control provides indicator data on hepatitis cases believed to be indica-
tive of heroin use.

Compilations of heroin indicator data are made and published on a semiannual
basis for use by NIDA staff as well as the drug abuse field in general. DAWN
data are provided at varying levels of detail and to selected audiences. Limited
statisiical findings from this project are distributed fairly widely in published
reports while more detailed information is distributed within NIDA and Single
State Drug Abuse Agencies for their use in program planning and progress
assessment.

The Drug Abuse Warning Network (DAWN) is a combined National Institute
on Drug Abuse (NIDA) and Drug Enforcement Administration (DEA) effort.
This network of emergency rooms, crisis clinics and medical examiners provides
basic trend data on drugs. DAWN develops trend data on the use and abuse of licit
and illicit substances. It also develops a profile on the existing patterns of drug
abuse, changing trends in drug abuse, and areas for further exploration by Federal
agencies concerned with the supply and demand of drugs used in this country
and abroad.

The Client Oriented Data Acquisition Process (CODAP) is a major portion of
the overall management information system developed and operated by the
National Institute on Drug Abuse (NIDA). CODAP collects Admission and Dis-
charge forms on every client entering a federally funded treatment program,
These forms provide basic demographic, management, and to a certain extent,
evaluation and outcome data on each client. This system allows for the deter-
mination of treatment utilization, and treatment outcome of clients in federally
funded programs.

Trends in use of drugs by various groups are also measured by sample surveys
of ‘general or special populations. The predominant projects conducted for this
purpose are:

(a) The Naotional Survey—Carried out annually starting in Deceinber 1974, it
conducts interviews among members of a household sample age 12 and over.
Rates of lifetime and current experience with twelve classes of substances, alcohol
and tobacco, are tracked and tabulations are made by social and demographic
characteristics.

(b) High School Seniors—Carried out annually since 1974, a mail survey is
conducted on successive cohorts for five years, from 12th grade to four years post-
high school. The major drugs of abuse are included along with alcohol and to-
bacco, and both lifetime and current experience are measured. Social character-
istics are tabulated.

(¢) San Mateo, California, Survey of Junior and Senior High School Students.—
Carried oui annually since 1967, a self-administered questionnajre is administered
to pupils in attendance in the county public school system. Changes in use by
grade and sex are tabulated.

(d) Drug-Related Deaths.—Carried out for two successive years, a survey of
medical examiners’ records in nine major cities. Extensive information is collected
on decedents as well as on forensic procedures for each case. Social characteristics
are tabulated.

These reports when ready for publication are eirculated within NIDA ag well
as to the general public. The Director of NIDA makes use of the information in
setting policy, including policy related to treatment.

The Treatment Outcome Prospective Study (TOPS) is a prospective study
currently in the developmental phases. It is intended to track drug abusers as
they enter treatment, while they remain in treatment and after they leave treat-
ment. The purposes of this study are to both determine the natural history of
those drug abusers that seek treatment and to also determine the treatment
effectiveness of the federally funded treatment programs. This is the first na-
tional effort at a Brospeetive study and is directly a result of the earlier research
encompassed by DARP, .

The Drug Abuse Reporting Program (DARP) was the first effort to monitor
treatment effectiveness on a national seale. The Institute of Behavior Research,
Texas Christian University, established this data system in 1968, and continued
to successfully operate it until 1974. For the six years the system was on-line, data
was collected on 43,943 clients from 52 programs. The clients were rated on five
performance elements (opiate use, non-opiate use, alcohol use, productive activities
and criminal behavior). Drug and alcohol consumption patterns were most mark-
edly affected while the clients were in treatment, Productive activities as employ-
ment, vocational rehabilitation programs, school and homemaking showed a less
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dramatic change. Criminal behavior, as reported by arrests, convictions (time in
jail) and self report illicit activities, also decreased while the clients were in treat-
ment. There data were analyzed using demographic variables, treatment variables
and outcome or performance variables. A followup study of approximately 1,850
clients initially treated in the years 1969-1971 has recently been completed. This
study has demonstrated that subsequent to treatment, there is a decreased drug
gszﬁge pattern with less significant changes in productive activities and criminal
ehavior.

Question 11. Given your emphatic support of the investment in the development
of LAAM and your expressed commitment to the equally significant NIDA
funded support service such as career, health, and psychological assistance, how
do you propose to offer such rehabilitative counseling with considerably reduced
weekly contacts with clients? What is the characteristic typology of those who
are viewed as the potential .AAM client? What indices, if any, are anticipated as
reasons for exclusion—sex, age, state of physical or mental health, legal status?
Considering the extensive increase in cost in providing treatment due to an infla-
tionary economy, how does the current federal/local matching formula expect to
maintain current treatment populations? How does NIDA hope to overcome local
insurance liability restrictions for programs involved in LAAM distribution?

Response. LAAM: NIDA is committed to supporting both pharmacological
stabilization as part of maintenance treatment and rehabilitation including social,
psychological, educational and vocational services directed toward stabilization
and subsequent improvement of the destructive addict lifestyle, We are currently
working to improve the quality and effectiveness of these services through the
Federal Funding Criteria and Technical Assistance Programs.

The effect of reducing the number of weekly visits for observed ingestion of
medication on the process of treatment is not known, although this is common-
place in many sections of the county using take-home methadone, There has been
no evaluation of the value of daily minimal contact with the dispensing nurse,
the utilization of staff time, or quantity and quality of patient contacts with staff.
We are presently sponsoring a study for methadone and LAAM treatment pro-
grams to gather information on these questions.

Many clinical investigators feel LAAM offers significant advantages over
methadone which are related to the utilization of supportive services and possibly
effectiveness of treatment., LAAM frees the patient from the burdensome, incon-
venient requirement for daily clinic aitendance. Daily clinic attendance can be
antitherapeutic for many patients bhecause of the difficulties coordinating
employment or educational attendance or home-making duties with clinic
dispensing hours. Active participation in treatment with LAAM becomes more
acceptable and patients are able to return more regularly for medication and
ancillary services.

Furthermore, LAAM breaks the long established habit of daily drug consump-
tion and daily involvement in drug procuring ~ctivities, It helps shift the patient’s
focus from drug related activities to efforts directed at achievement of educational
and vocational goals and social-psychological rather than pharmacological
stabilization. Many patients have said that LAAM allows them to feel more
normal, less sedated and more functional than methadone due to its smoother,
more sustained action. Thus, they are more able to actively participate in
treatment.

With the need for take-home medication removed, much of the unpleasantness
and hassle related to the issue of take-home privileges is alleviated. Thus, the
patient’s counterproductive use of deceit, game playing and manipulation regard-
ing drug use, urine collection and take-home privileges can be reduced to a mini-
mum. Wasted staff time and energy can be devoted to patient welfare and effective
counseling. Thus, it is certainly possible that while LAAM may reduce the number
of contacts, the quality and effectiveness may be increased.

The characteristics of those patients viewed as potential LAAM treated patients
is not different than those recommended for methadone. Patients will be excluded
for the LAAM phase III investigational new drug (IND) if they have a serious
medical illness which requires the use of many other medications or may require
hospitalization in the near future; if circumstances do not allow the patient to
give informed consent, such as psychosis if it impairs the ability of the patient to
understand the informed consent form; for the existence of unadjudicated criminal
changes; or an imminent move, FDA has not yet given approval for women to be
included in the phase IIT study due to the concern for the possible effect of the
drug on a potential unborn child. We are currently working to provide data which
will permit the inclusion of women.
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At present, it appears that motivation is the most important predicator of
treatment success for LAAM as well as methadone, A recent study by Richard B.
Resnick and collaborators indicated that difficulties adjusting to LAAM by
patients previously maintained on methadone were not due to specific pharma-
enlogic actions but rather psychogenic anxiety. Their findings demonstrate
that the patient’s attitude is more powerful than drug differences. This data
suggests that patients with more severe psychopathology less readily accept
LAAM than methadone and that patients’ psychosocial adjustment was directly
related to acceptance of LAAM. Patients preoccupied with their daily metha-
done may experience deprivation from LAAM’s delayed and more gradual action.
Buch patients frequently have limited involvement outside the drug culture and
often desire opiate effects from their methadone not commonly present from
LAAM. Furthermore, patients who switch from methadone to LAAM give up
their take-home methadone and may be deprived of a source of income. This
important area requires extensive investigation which will be possible as LAADM
becomes more widely available to treatment programs.

Insurance liability for programs utilizing LAAM is only a problem while it is
an experimental drug on IND status. Once a New Drug Application (NDA)
is approved and LAAM can be classified as a substance with demonstrated effec-
tiveness, programs will not require any additional insurance protection than for
methadone.. During the IND study, the Federal Government agreed to reim-
burse the contractor for liabilities to third persons for death or bodily injury
arising out of performance of the contract caused by LAAM.

The Inflationary Cost of Treatment

NIDA will be providing a 3 percent increase in slot costs across the board in
this fiscal year (1977). We have requested an annual 5 percent inflationary in-
crease and an additional tri-annual 5 percent increase so that programs can
manage to better keep up with inflation. A recent study of a sampling of NIDA
funded drug treatment programs indicated that we are not providing all of the
monjes necessary for programs to meet rising costs. We recognize this and have
established a 60/40 minimum Federal/program matching ratio (where permitted
under enabling legislation when a program is not already below this level}. We
have also provided information and technical assistance concerning third party
reimbursement so that programs may maximize their income from this scurce.
It is our view that the Federal government is in a partnership with the states
and local communities in this effort to provide services. This means a sharing of
responsibilities and costs. It 1 as never been intended that the Federal govern-
ment assume the total cost of the nation’s drug treatment., We are doing what
we can to provide funds and to see that they are utilized in the most effective
manner; the states and local communities fund treatment without Federal
funds and in addition provide match for treatment involving Federal funds.
Further, NIDA in its funding has not kept pace with inflation so these costs have
also fallen on the states and local communities.

Third party payments for drug abuse bave been difficult to generate. There-
fore NIDA has placed a 60/40 floor on the matching ratio, invested in program
reviews and technical assistance to increase managerial efficiency in treatment
programs and increased its activity in the third party payor areas.

Enclosures.

APPENDIX I—ATTACHMENTS
Question 1

Women in Treatment Training Course Materials,

Women’s Contract Summary.

NIDA fiscal year 1977 Objectives for Women’s Programs,

Summary of NIDA Research—Women, Youth, Minorities.

Question 2
NIDA Forward Plans: Fiscal year 1977 Congressional Budget Submission.

RESEARCH

NIDA Research Memorandum,

NIDA Personnel Listing.

Folders: Research on Hazards—Prevention, Treatment, Basic Research, and
General Research Support.

Catalogue of Federally Supported Drug Abuse Research—Fiscal Year 1975.



230

TRAINING
Notehook:

Training Grant Guidelines,
Training Grant Summaries.
Career Development Center Summary.
Puerto Rican Conference.
Arawak Contract Summary.
Council of International Programs.
International Training Support Program.
State Training Support Program.
Credentialling,
Career Teacher Frogram.
Board of Medical Examiners Contract.
Regional Support Centers.
Courge Catalogue.

PREVENTION

Multi-Cultural Resource Center Brochure.
Pyramid Brochure.

ational Search.
Grant Project Descriptions.

SERVICES DEMONSTRATION PROJECT SUMMARIES

Women, Minorities, Hospital Referrals, Native Americans, Polydrug, Youth
Drugs/Aleohol, Family Therapy, Treatment Outcome Evaluation, Vocational
Rehabilitation and Employment, Criminal Justice, Elderly, Drugs in Industry,
Rural, Health Care Financing, Inhalent Abuse, Use of Paraprofessionals, and
Methadone.

CRIMINAL JUSTICE BRANCH POSITION DESCRIPTIONS
Question 3

Office of Communications,
Organizational Statement.

Question 4
Priorities and Guidelines for ADAMHA International Travel.

Question 6
“Heroin_Addiction in the City of Washington.”
Brown, DuPont, Kozel.
Young Men and Drugs: A Nationwide Survey.
“Veteran’s Drug Use—Three Years After Vietnam'.

Question 10

Summary of the DAWN System.

Client Oriented Data Acquisition Process (CODAP).
Drug Abuse Reporting System (DARP).

Treatment Qutcome Prospective Study (TOPS).
CODAP Statistical Series Quarterly Report.
(October—December 1975.)

DAWN City Summaries.

Heroin Indicater Trend Report.

Question 11
LAAM Monograph.

TrE View FroM THE BorroM

We view 1977 as the year during which the direction of the national response
to the drug problem must be reassessed. For us, it is an opportune time to renew
our efforts to impart a ‘“‘new’’ awareness to decision makers in the field. We hope
that our efforts will result in less confusion and more coordination as we meet
the challenge of the problem.

Necessarily, the point of view presented here proceeds ‘‘from the bottom.”
It is the point of view which we, as workers in community programs, have:
while we must deal with governmental agencies, & maze of law and regulations
and a changing roster of politicians in order to continue to exist, we must at the
same time be able to deliver services to those people we seek to help.
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It may be, then, that this paper will overemphasize a seeming dichotomy
between the interests and purposes of the legislators and bureaucrafs and those
of the workers who deal directly with the human beings we seek to help. None-
theless, we feel that an open approach in discussing differences of opinion as
regards the national response to the drug problem will be beneficial to all of us.

Our view of the situation is that our problems arise because of the ineraction
between Congress and its legislation, the bureaucracy, and the interpretation
of law and regulations. The law making body promulgates the laws: these are,
in turn, interpreted by the hureaucrats (who are not known for their advocacy);
finally, we are told, in effect, what the law means—and we have little choice in
the matter. It is almost as if the left hand were working independently of the right.

In our estimation, Congress relies heavily and almost exclusively on the bureauc-
racy for the background, information and justification upon which most legislation
is based. This is readily apparent if one reads the legislative history of a given
law. We feel this situation results in a critical fallacy.

The top levels of the bureaucracy, no less than the Congress itself, are far
removed from our world—the world of the client to whom we deliver services.
The differences are obvious to us. It is beyond argument that bureaucracies are
self-serving and self-perpetuating. Because of this, bureaucrats have a natural
tendency to present problems to the legislature which are more in the nature of
textbook exercises in a sociology or psychology course at the graduate level than
problems taken from our world.

By way of contrast, we in community service organizations must make the
legislation and regulations that give us life to operate on the day to day level. We
do this by solving problems minute by minute without the luxury of timely
strategies, intellectual analysis of textbook problems, or exercises in political
expediency.

We somehow are able to function in a constant environment of “marginality”
with priorities that are not ours, costs that were realistic three years ago, and
strategies that are distorted as they sift down through the various bureaucratic
levels before they reach us.

Yet, the law makers rarely seek our counsel.

Let me portray some specific situations to you.

Most drug abuse treatment programs are currently operating with at least a
35-percent matching fund requirement. Many programs are working to get a
“stable’ match base through service to third party payers. Most of us have taken
this approach, simply because we know the whimsical nature and reliance on
political expediency that is part and parcel of the bureaucracy at the Federal,
state, and local levels. In addition, we have taken this approach because NIDA,
our funding agency, has made it clear that “this is the way it’s going to work.”

Having defined the approach, NIDA sets up seminars to train us in securing
these monies, and through its publication, the National Clearing House for Drug
Abuse Information, NIDA tells us where the third party sources are,

Then Dr. Ted Cooper, of the Department of Health, Education, and Welfare,
tells you on September 30, 1976, that Supplementary Sccurity Income (SSI) has
been made available to certain drug abusers. Then the head of HEW, David
Matthews, tells you he does not feel that alcohol and drug abusers should be
eligible for SSI!

eautiful. NIDA tells us that this is the approach. HEW says that it is not.

Most drug programs having residential components rely on $50 per month
received from the Food Stamp program to provide some funds to help feed our
residents and assist with our matching funds. We know of the alleged problems
with the Food Stamp program, but I know of no treatment programs abusing the
Food Stamp revenues. Now, in the frenzy to reforni the Food Stamp program, our
eligibility to receive these funds is being cancelled.

The Comprehensive Employment and Training Act (CETA) involves some
dynamics, especially in poverty designated areas, that are similar to the Revenue
Sharing situation. This may be a concomitant of the “New Federalism.” Treat-
ment programs receive virtually none of these monies because local governments
hire city and county employees with these funds in order to avoid tax increases.
At best, drug abuse programs receive a low priority when these funds are dis-
bursed. At worst, we are not included for eligibility. In the time honored tradition
of political expediency, we are told, “maybe next year.”
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The Veterans Administration (VA) has its own drug treatment units in some of
its hospitals, but many veterans with drug problems live hundreds of miles from
these facilities. VA has money to help pay for treatment costs of those veterans
served by community programs on an outpatient basis, but there’s a catch. They
will pay only if the program is operating at capacity with every bed taken! In
effect, we would have to do the impossible—fill a bed we don’t have.

Drug treatment programs began receiving government funding in the early 70’s
for two basic reasons. First, our treatment models which were non-medical in
nature and which were stuffed by non-degreed para-professional people proved to
be more effective than any models taken from mental health or penal institutions.
Second, we were, and we continue be, “‘cheap’ to fund. We are told that prisons
spend from $14,000 to $20,000 per year per inmate. Menial health institutions
spend from $9,000 to $14,000 per year per bed.

Necessarily, we look good. In 1973 NIDA told us that our cost per bed ceiling
was $5,000. But this ceiling is based on total dollars, including matching funds,
and not just NIDA money. This may have been fine in 1973, but today it is
unrealistic.

In 1977, NIDA gave us a 3% increase. Yeti, there are persistent rumors that
“in-house’ studies conducted by NIDA show a ‘“real” dollar cost increase of
209%, which translates into $9,500 to $10,200 per slot. Once again we are partici-
pants with government because of necessity—a forced marriage, one might say.
We only hope that timely strategies will be brought to bear—and soon—on our
very real cost problems before we run out of time.

In 1975 NIDA mandated performance standards entitled ‘‘Federal Funding
Criteria (FFC).” This was a well intentioned effort to standardize service delivery
and provide accountability to NIDA. Unfortunately, these criteria, which are an
important element of the strategy to include drug treatment programs within
those health systems as are supported by the Federal government, were mandated
without any consideration of their impact on our cost. The implementation of
these criteria resulted in a 15 per cent increase in program costs per treatment
slot, mainly because of an increase in mandated medical services.

In addition, and as part of the effort to standardize delivery services, NIDA has
advised drug treatment programs that they must be ‘“‘accredited.” Indeed, we
have been told in no uncertain terms that accreditation represents the key to
survival. The standards the programs will have to meet are being formulated by
the Joint Commission on the Accreditation of Hospitals. It seems to us somewhat
incongruous that programs which have reached their highest levels of success
utilizing the non-medical, para-professional approach should be held to standards
which are more applicable to professionally oriented and professionally staffed
institutions such as hospitals. And even though the JCAH has been formulating
the standards our programs will have to meet in order to survive for two years and
the final result is not yet in sight, we do know one thing: costs will increase. We
know that some mental health hospitals are spending in the vicinity of $10,000 to
£12,000 per bed as JCAH accredited institutions. It is obvious to us that our
present cost of $5,150 per bed will be insufficient to absorb yet another services
standards mandate.

In its report to the President which was presented on October 1, 1976, the
Cabinet Committee on Drug Abuse Prevention, Treatment and Rehabilitation
addresses the JCAH strategy in a “business as usual manner.” Reading this
report makes one wonder how it is that the problem can be addressed in so non-
chalant a manner at the Federal level and be, at the same time, so survival
oriented and marginal at our level.

Public Law 92-225 set up the 409 Funds Category in order to create the Single
States Agencies (8SA), to provide for individual state authority. This was part of
the New Federalism strategy of the Nixon government, as we understand it. The
SSA have the tagsk of responding to individual state priorities as regards drug
abuse problems. In 1973, the Single State Agencies inherited operational treat-
ment programs funded directly by the Federal government as well as a multitude
of requests for new programs to be funded by a given state in order to meet
individual community needs.

An analysis of SSA utilization of funds as compared with the NIDA use of funds
is provided by the above mentioned statement of Nr. Cooper given on September
30, 1976. The allocation per modality is as follows:
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NIDA—PFund utilization by modality: Percent
Methadone maintenance_.______ ... 30
Drug free treatment_ - - o 70
A, Qutpatient . e 85
B. Residential-day Care. o ..o .o e 14
C. Hospital setbting. - e 1

SSA—409 fund utilization modality: .

Treatment: Rehabilitation programs. oo 13
Prevention:
Education programs_ . oo . o e 45
Training Programs. . .. o e e 19
Research programs. _ . . e s}
BEvaluation eforts - - .o e e e 4
Administrative osts.. oo oo e 10

These data provide some interesting insights regarding the implications of the
New Federalism as it interacts with Federal strategies. The expenditure of
NIDA funds indicates a much different perception of priorities and allocation of
monies. As is evident, the states allocate 459, of their available funds to pre-
vention-education programming, and 13% to treatment-rehabilitation pro-
gramming. An interesting aside is that according to the report of the Cabinet
Committee of October 1, 1976 Congress is providing ‘“only modest’’ support for
prevention programming due to the alleged “lack of an empirical underpinning"
which prove that such programming has been effective.

If this is indeed the case, and given the fact that the states allocate such &
large portion of their funds to prevention programming, then we feel that the
Congress is begging the question. Clearly the states perceive that the prevention
of drug abuse is a% least of equal importance as is the treatment of the consequences
of such abuse. In fact, there exist many character building prevention programs
which are providing the “empirical underpinnings”’, the supposed non-existence of
which causes some confusion in the Congress when it comes time to allocate
monies based on priorities. Once again the multiple layers of the bureaucracy
have distorted the “master plan”’—and the net effect is that needed programming
must compete for the same limited resources as treatment programs.

In outlining some of the problems presented above, I have spoken of com-
munity drug abuse programs across the board. This is so because the problems
faced by these programs are shared in common. As Chicanos, however, we have o
deep and understandable interest in problems that are unique to us and to vur
programs in addition to the ones we share with all other community drug abuse
programs as outlined above. We present here two approaches which NIDA has
seen fit to take, and our response to these approaches form a Ckicano point of
view,

In the first instance, we are aware that NIDA places more faith in bio-medical
research as espoused by the scientific community and its allies in the Federal
bureaucracy as furnishing the means through which a medical answer can be pro-
vided far problems that are grounded in discrimination, lack of equal educational
opportunity, the inability to participate fully in the fruits of the economic system
of this country, and other social phenomena. Thus, we claim that the over-
emphasis placed by NIDA on the necessity for bio-medical research does nothing
for Chicanos in the long run.

We do not quarrel with the fact that bic-medical research is important in
combating drug abuse. But given the abundance of information contained in the
Physician’s Desk Reference as well as the massive and continuing research and
experimental programs conducted by private pharmaceutical houses, we feel that
it is a legitimate question to ask why so much more money is spent by NIDA in
bio-medical research than is spent con say, more relevant minority needs? We
could suggest that more monies be allocated to conduct sociological studies as
might provide the “empirical underpinnings” which the Congress feels are neces-
sary, except that such sociological studies already exist, and exist in abundanece.
The University of Notre Dame and the University of CGalifornia at Los Angeles,
in particular, have published several books, papers and articles written by Chicanos
with professional qualifications who, by dint of education, cthnic heritage and
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experience are particularly well able to address themselves to the Chicano experi-
ence in this country. We have no quarrel at all with our Black brothers, but it is
a truism in American social and political experience that when our Federal legis-
lators consider the minority needs in this country, they do so almost exclusively
from what we might term a “Black” point of reference.

Indeed, it was not until the early 1970s that two courageous U.S. District
Court Judges in southeast Texas, Judge Justice of Tyler and Judge Seals of
Houston recognized that at law Chicanos were a distinet minority group in the
United States. The consequences of such a ruling, made in the context of lawsuits
involving equal educational opportunity, have yet to penetrate the Federal
bureaucracy.

Instead of spending so much money for bio-medical research, or for sociological
data which are already available, NIDA would be well advised to consider a
more realistic approach to the needs of Chicans programs on two levels which
would prove beneficial to all concerned. First, the cost allocation per treatment
slot should be re-examined and then brought into line with the realities of the
American economy as it stands today. Second, NIDA should make more monies
available for fraining purposes in order that our para-professional workers, who
are succeeding in an area where the scientific community failed, can meet the
exigencies of accreditation.

A parallel may well be in order here., When the USSR launched Sputnik, the
American response was to place tremendously heavy emphasis on the sciences.
It is fair to say that the whole course of education was altered. As a logical conse-
quence, the arts and the humanities were, if not neglected, de-emphasized. With
the benefit of hindsight, knowledgeable observers of the American social and
political scene have commented, with some basis, that America lost a bit of her
soul. The total reliance on science, as recent history makes clear, unlike virtue,
does not carry its own reward.

The second approach through which NIDA has sought tc meet Chicano
needs has been to place Chicanos on committees which review grant applications.
This serves only to gild the lily, given the fact that such committees have no
impact on the formulation of policy and thus lack effective power. Unlike the
overemphasis placed on the need for bio-medical research, bringing Chicanos to
participate on the “committee’” level in reality serves to de-emphasize Chicano
participation and results in a waste of talent.

We are aware that NIDA has made an effort to recruit Chicanos and Chicanas
for possible employment at intermediate levels, and that such effort has not
borne fruit. We are aware that the stated reasons for such lack of success is that
no Chicanos or Chicanas have been found who meet NIDA’s qualifications. In
1977, this does not wash.

At a time when more and more Chicanos are emerging as talented educators,
middle and upper level administrators of human services programs, physicians,
lawyers and other professionals, it doesn’t wash.

There is no reason to believe that were NIDA truly committed to meeting the
needs of the Chicano population, it would have long ago provided for regional
NIDA representatives and staff. We are here, and we are not hard to find.

These remarks should be construed as constructive criticism. After all, we seek
to combat the same menace, and it occurs to us, that by working together, in-
stead of working at cross purposes, all of our society benefits.

Mr, Nellis:

If in case you need specific elaboration in some of the topics do not hesitate in
letting me know. You might find too much “incapsulation” in this information,
but I didn’t want to overwhelm you with trivialities that would or could distort
the essence of this report.

I hope you find this information helpful and useful for your purpose, since it
comes from the bottom of the “Totem Pole” of the bureaucratic layers. However,
it’s an objective overview from someone trying to improve the system of delivering
services to the recipient that has so long been victimized by our imperfect society.

RAMON ADAME,
Ezecutive Direcior, Aliviane, Inec.
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DerarTMENT oF HeALTH, EDUCATION, AND WELFARE,
Pusric HEAUTH SERVICE,
AvcoroL, DRUG ABUSE, AND MENTAL HEALTH ADMINISTRATION,
Rockville, Md., December 28, 1976.
Mr. JosepE L. NELLIS,
Chief Counsel, Select Commitlee on Narcolics Abuse and Conirol,
U.8. House of Representaiives, Washingto 1, D.C.

DEear Mr. NrLuis: Thank you for your letter of October 8 asking my views on
the present problems of drug abuse and mental health and on those aspects of the
mental health area directly affected by present policies in treatment, prevention,
education, vocational and other guidance, and rehabilifation of users. We appre-
ciate the opportunity to comment on these issues and regret the delay in
responding.

First, 1 think that the fields of mental health and drug abuse share the same
major problems. In research these are: increasing our knowledge base; recruiting,
training, and sustaining the work of the next generation of researchers; and bring-
ing the results of that research to bear in appropriate ways on treatment, rehabili-
tation, and prevention efforts.

Concerning research, I find it impossible to consider mental health and drug
abuse as separate endeavors. (We comment below on the purposes of categorical
organization.)

Clearly, some research projects focus on specific patterns of behavior that are of
more immediate importance to one program than to others. In general, research—
from the most basic study of the biological action of & drug to the most applied
effort to develop a new service delivery model~has implications for both areas.
The research community itself is not organized into “mental health” or “drug
abuse”’ research enterprises, but according to disciplines or generic problems or
processes.

Traditionally, mental health research training programs have borne the major
share of training of researchers for the disciplines on which both substance abuse
aﬁd mental health programs draw for expertise. We do not think that this will
change.

Certainly, drug abuse and mental health treatment, prevention, and rehabilita-
tion efforts draw on a common body of knowledge. A striking current example of
this lies in an NIMH effort to develop more research knowledge of the early
adolescent stage of development (approximately ages 10 to 15). The efforts were
spurred by the observations of clinicians of increasing drug and alcohol abuse in
this age group and their assessment that many education and prevention efforts
are inappropriate, hence ineffective, for this special group. The results of the
research effort we are mounting will have as much import for those working on
drug abuse, as for the mental health worker. .

In drug abuse and mental heslth service programs, a major problem we face is
fragmentation of the service ‘“system,” but this problem extends beyond our
concerns to the whole human service area. Affer a number of years in which
categorical legislation accelerated an already existing trend to fragmentation,
recent legislation appears to us to facilitate or at least offer opportunity for co-
ordination. The Community Mental Health Centers (CMHC? Amendments of
1975 require community mental health centers to provide services for alcohol and
drug abusers and addicts unless there is no need for such services in their respective
catchment areas.

The Health Planning and Resources Development Act of 1974 (P.L. 93-641)
and requirements for state plans in the CMHC Act and under section 314(d) of
the Public Health Service Act and in authorizing legislation for the substance
abuse programs offer an opportunity, we believe, for encouraging coordination
among the substance abuse and mental health programs as well ag between them
and the health and human service systems. Also, while drug abuse and mental
health programs are separately authorized and are housed in different Institutes,
the ADAMHA umbrella as well as long-standing collegial relations between
the programs and professionals fosters collaboratien and coordination.

(235)
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Having emphasized our identification of interests and problems, we add that
while categorization serves useful purposes, mental health and drug abuse do have
somewhat different constituencies. Development of a categorical program to focus
attention and resources on the interests and needs of a particular constituency is,
we believe a legitimate legislative and executive reaction. We also believe that
the continuing utility of such categorical arrangements should be continuously
reappraised. In addition, I note that the drug abuse programs interact with the
criminal justice system in different ways and in many more instances than do
mental health programs.

I hope that these comments are useful to you and I would be happy to provide
whatever further comments or information would be useful to you and the Select
Committee as you address your important charge.

Sincerely yours,
BerTraM S. Brown, M.D. Director.



U.5. HoustE oF REPRESENTATIVES,
Serect CoMMITTEE ON NARcoTIcsS ABUSE AND CONTROL,
Washinglon, D.C., September 28, 1976.

Commissioner ALexanper M. Scamior, M,D,,
Food and Drug Adminisiration,
Rockville, Md.

Dear CoMMmissioNER ScEmIDT: In the course of the preliminary hearings this
Committee has conducted, we have received several references to efforts being
made to synthesize opiates. As the Committee is charged with the responsibility
of deseribing, investigating and analyzing the scope of the narcotics problem in
the United States, we are naturally very concerned about this matter. We would
request of the Food and Drug Administration all available information regarding
these activities, specifically:

1. Who is conducting said experimentation;

2. Where is experimentation being conducted;

3. What types of opiates are being synthesized;

4, What are the purposes and goals of the experimentation;

5. What is the current status of experimentation;

5. Is all experimenfation authorized and overseen by the ¥DA or any other
agency;

7. What kind of regulation is the experimentation subject to;

8. What is the possibility for “leakage’’ of synthesized opiates to unauthorized
distributors or dealers;

o 9. %15 it possible to evaluate the extent and status of experimentation conducted
llegally;

10. What efforts are being made to track, prevent or bring fo justice those
regponsible for illegal attempts to synthesize opiates.

Your cooperation and assistance in this area is appreciated.

Sincerely yours,
Lester L. Worrr, Chairman.

DepPARTMENT oF HEALTH, EDUCATION, AND WELFARE,
Pusric HeALTH SERVICE,
Foop anp DRUG ADMINISTRATION,
Rockviile, Md., December 13, 1976.
Hon. LesteER L. WoOLFF,
Chairman, Select Commdtiee on Narcotics Abuse and Control,
House of Representatives, Washington, D.C.

Dear Mr. CuairMaN: This is in further response to your September 28,
1976 letter concerning efforts to synthesize opiates. We regret the delay in our
responsge.

n October 5 and 6, 1976, Mr. Morton J. Fromer of our Office of Legislative
Services telephoned Mr. Joseph Nellis of your staff to obtain additional informa~
tion relative to your request. Mr. Nellis indicated to Mr. Fromer that the opiate
to which your leticr refers is heroin and that your concern is the possible synthesis
of heroin by basic chemical manipulation.

Although there have been some attempts over & forty-year period to develop
potent analgesics of the morphine type without dependence-producing properties,
there has never been any evidence of a complete chemical synthesis of heroin.
Heroin, which is diacetylmorphine, is made easily and cheaply from the morphine
in the opium plant, and the end product would be identical whether derived from
the morphine in plant material or from morphine produced by a difficult and
expensive chemical synthesis. This suggests that, until such time as the smuggling
of heroin into the United States is completely stopped, the economic practicality
of heroin synthesis will be nil.

(237
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We are unaware of any clandestine activity in the chemical synthesis of heroin
at this time. You may, however, wish to contact the Drug Enforcement Admin-
istration (DEA) to further confirm this point. We have inquired about this subjecé
with the Office of Compliance at DEA; they advised us that, to their knowledge,
chemical synthesis of heroin is not an ongoing activity in the United States.

Since apparently your letter was directed only to heroin synthesis, the specific
questions in your inquiry do not seem to be applicable. However, you may find
it of interest to know that there is presently one clinical investigation of heroin
being conducted under Food and Drug Administration regulation. The study
utilizes heroin to test the efficacy of naltrexone, a narcotic antagonist, in blocking
all of the effects of injected heroin.

Please let us know if we have misunderstood your inquiry or if we ean provide
further information.

Sincerely yours, SHERWIN GARDNER,
Acting Commissioner of Food and Drugs.
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NLC AND USCM SURVEY ON LOCAL DRUG
ABUSE NEEDS AND PRIORITIES:

ANALYSIS AND SUMMARY OF RESULTS

INTRODUCT ION

The NLC and USCM conducted this survey on drug abuse during the spring

and summer of 1976. Questionnaires were sent to all cities over

30,000 In population, as well as to those under 30,000 which are major

population centers In thelr states and/or provide geographic distribution. -
The majority of these 788 citles are dlrect members of the NLC and USCM.

Four hundred twenty-nine cities responded which represents a 54% return. "'
-
By population breakdown, the response was as follows: . -
Number of Cities Total Cltles in
City Population Responding In Each Each Populatian .
Categories** Category and % of Total Category
-
500,000 and over 17 (65%) 2 )
250,000 to 500,000 20 (67%) 30 .
100,000 to 250,000 64 (66%) 97
.
50,000 to 100,000 125 (52%) 240
30,000 o 50,000 203 (51%) 395%

AThig number includes 72 citica under 30,000 in population which
are population centers or provide geographic distribution.

Any city falling on the dividing line of a population eategory is put
into the larger category.

The distribution of the regional response is consistent with the national
distribution of citles.

The analysis focuses primarily on the population categories with some
cross fabulations done particularly on questions relating to poiicles
or analytical Interpretations.

The survey was divided Into two parts. The first part consisted of three

questions and was sent directly to each mayor with a cover letter from ‘
John J. Gunther, Executive Director of the USCM, and Alan Beals, Executive

Vice President of the NLC, explaining the purpose of the survey and the

projected uses of the data. The mayors were asked +o rank drug abuse as

@ probiem in their cities, 1ist problems more important than drug abuse,

and designate the person to receive and complete thé second port{on of

the survey.
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The second portion of the survey consisted of 28 questions, many of
which contained several parts. The questlions were divided into seven
categories: coordination, pianning, management, Incidence and preva-
lence, enforcement policies, funding, and comments. The clties were
often asked what they thought, In addition to what they knew.

The Drug Abuse Councit, a nonprofit foundation, assisted with the
analysis of the survey as a publlc service, utilizing thelr extenslve
computer services. The Counci) also supported the distribution of

the survey resultfs, and the NLC and USCM wishes to express i+s appre~
clation to Thomas E. Bryant, M.D., Presldent of the Drug Abuse Councll,
for the able assistance given to the NLC and USCM in conducting and
compieting the survey. Council staff members, Steven Dambeck, Peter
Goldberg, John Sessler, Ph.D., and Jane Silver were especlally helpful.
In developing the survey Instrument, the NLC and USOM siaff sought
comments and suggestions from a sample of the NLC and USCM membership,
the Drug Abuse Councli, the National Association of State Drug Abuse
Program Coordinators and the National lnstitute on Drug Abuse.

RESULTS AND DISCUSSION - PART 1}

Unless indlcated otherwise, the percentages cited refer to the percentage
of total responses to a question rather than the total number of citles
participating In the survey.

THE RANXING OF DRUG ABUSE AS A CITY PROBLEM

Mayors clearly see drug abuse as a serious problem. A total of |57
mayors, 48% of the 328 mayors responding to the first part of the .
survey, rank drug abuse as one of thelr cltles' five most crucial prob-
lems. Sixty percent {31} of the mayors of cltles between 100,000 and
250,000 in population most often gave this answer. The other fregquently
mentioned problems which sometimes are mentloned ahead of drug abuse

in the one through five problem range are: crime, mentioned by 25!
mayors; flnance, by 67 mayors; unemployment by 44 mayors; and housing

by 40 mayors.

Seventy-four mayors (23%) Indicated that drug abuse falls within the
range of problems six through ten--kigh priority but not cruclal.
Eighty-five mayors (26%) said that drug abuse falls below high priorlty,
and 12 mayors (4%) indicated that drug abuse is not a serious problem.

The responses to Part | represent a different data base in that some
mayors responded to this section, but not to Part ] and vice versa.

2,
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RESULTS AND DISCUSSION - PART 11

CDORDIMATION

Coordination Is considered important, In that 63% (264) of the clities
have an individua! In the community who coordinates drug abuse services.
A fotal of 251 cities indlcated the affillations of their drug coordi-
nators as follows: 28% county; 25% private (especially in cities under
100,000 in population); 22% city; 13% regional; and 124 state.

PLANNING

tack of 1.v-!.cment in State Plans

The majority of clties Indicate |imited or no involvement in the
development of thelr state plan. Sixty-iwo percent (255) say they do
not participate in writing the state plan.

In regard to the state plan reflecting clty priorities, approxi-
mately 33% sald they have not seen the plan, 33% have not set
priorities, 25% say thelr prioritles are reflected, and 13% say
they are not (407 fotal responses)., It can be argued that those cities
with no priorities lack Interest. However, 79 (64%) of the (23
cities which have not set priorities also do not participate in
writing the state ptan. It can be argued that 1f a city is not
involved in developing the state plan which will allocate state
and federal funds at the local level, a pubiic declaration of clty
priorities can be an exercise In frustration at best and a politi-
cally unwise act at worst.

City Representation on State Advisory Councils

Cities also express dissatisfaction with representation on the state
advisory councils, and the majority are not represented on these bodies.

Only 9% of the cities (35 of 408 responses) say they have direct repre-
sentation on the state councils and 39% (156 of 399 responses) are
Indirectly represented. Of those cities represented, 57% (150 of 263
responses) say their representation is inadequate.

Only six citles Indicated that elected clty officlials serve on state
advisory counciis. Private clitizens provide indirect representation
most frequently, as clted by 38% (67) of the citles.
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Writing of the State Plan

Most state plans are developed on a regional basls. The majority
of cities (134) participating In the writing of the state plan do so
by contributing city data on drug abuse to the outslde pilanning unit.

Thirty-seven percent (135) of the cltles cite the regional approach

to development of the state plan most frequently, with the a!ternatives
belng: state alone--22% (80); countles-~20% (74); other--16% (59);

and indlvidual cities--4% (16).

Of the 156 citles participating In the writing of the state plan, 86%
(134) do so by providing city data to the region, county or state.
Elected clty officials become involved In 35% (54) of the cities ty
reviewing the city, reglonal or county component of the state plan.
Sixty-four percent (100) of the cities particlpate through city repre-
sentation on the planning councll which develops the county or regivnal
plan.

In regard to actually writing thelr own sectlon of the state plan, only
18% (28) of the clties draft thelr portion, and this number includes
only five cltles over 250,000 in population which would be expected o
have high concentrations of drug abuse. SIx cities (4%) actually write
the final version of thelr component of the state plan, and none are
over 250,000 in population., Thus, the conclusien that Inevitably must
be drawn Is that the states, on the whole, do not want the cities fo
take the major role in dealing with the critical concentrations of

drug abuse to be addressed in the state plan.

MANAGEMENT

General Administration of All Drug Services

The question regarding the general adminlstration of drug abuse services
revealed what cities have sald for several years, {.e., that it Is
difflcult to coordinate programs and maximize resources because of the
multiplicity of governmental units and organizations Involved in admini-
stration of services, (Administration In this instance does not .necess-
arlly mean provision of direct services or local dollars, but pertalns
primarily to management of funds and/or data and/or services.) Multiple
answers were possible, and there are a total of 3,747 replies to this
question. However, as can be seen in the table below, some patferns
emergae.
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Orug Abuse Services Adminlstersd by
Various Levels of Government and Prlvate Organizations

i Indep.

1 i Private | School Total
Categories City -County ! Region | State ! Federal! [ Agency !District |Responses
Treatment/
Counseling 15 i 175 55 134 51 2L 32 773
Rehat/Job
Training 55 | 122 37 1754 41 105 8 543
Prevention
Education 199% & a3 ‘ 49 1z 37 156 138 834
Planning . H
Managament f14 140 | 77 146% 34 98 12 821
Orug Abuse ' I
Enforcement 346% © 217 39 194 156 7 7 966
Total i
Responsaes 829 797 257 761 319 577 197 3,737

“Most frequent responses

Units Most Frequently involved In Administration of Services

The cities are most frequently administering drug enforcement,
accounting for 346 (36%) of the responses in this category. Citles
also predominate in the administration of prevention programs,
accounting for 199 (24%) of the responses regarding these activities.

Private agencies administer treatment and counseling programs most
frequently, accounting for 2|1 (27%) of the responses in this
category. However, 21 (57%%¥) of the citles over 250,000 in popu-
lation also administer treatment prcyrams.

States administer rehabilitation and job training programs most often,
accounting for 175 (32%) of the responses In this area, and also
planning and management, 146 (24%) of the responses for these actl-
vities. However, In regard fo the latter, |9 (51%¥¥%) of the cities
over 250,000 in population also administer planning and management.

While states are often thought of as the unit fo provide services
particularly o rural areas, it is interesting to note the state
involvement In the cities over 250,000 in population. The states
administer rehabilitation and job fraining for 65%%*¥(24) of these
citles, planning and management services for 43%**(16),and prevention/
education for. 46%**¥ (17). Once agaln, It is clear that the states
exercise a direct rofe In those areas where drug abuse is concentrated
rather than Investing greater decision-making responsibiltity In locai
units of government.

*¥Parcentages based on total citles participating in the survey,
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Administration of Treatment Services

In breaking down the [,642 answers pertalning to administration of
treatment and counseling services by treatment modalities, the same
multiplicity of levels of government and private agenclies Is found,
especlal ly for methadone cut-patient programs in the 37 clties over
250,000 in population. Thirty-eight percent**(14) of these cities
administer their own methadone out-patient programs. A total of 41%¥¥
£15) say the state Is also adminlstering these services and the same
number Indlcate the Involvement of private agencles. Forfy-three .
percent** (16) say the countles are lnvolved and 35%¥* (|3) say the
federal government Is also. Methadone out-patient programs are the
most controversial of all dirug treatment, with some critics equating
these services with legallizad addiction. Citles have often received
negative community pressure regarding the administration of these
treatment programs, yet as can be determined from the table below,
the citles do not have full control over these services.

Units of Goverament
Administering Treatment Services

Independent]
Treatmant/ Private | School
Counseting City {County | Reglon |State | Federal | Agency |District Totals
Methadone:
tn-Patlient 14 3 22 82% 28 58 0 277
Mathadone
Qut-Patient 3t {05* 35 96 41 86 3 395
Orug-Free
in-Patient 28 a5 33 92 32 127* 0 397
Drug-Free
Out-Patient 84 131 40 10} 36 176% [ 574
Totals 157 394 130 374 137 447 7 1,643

*Most frequently mentioned unit administering ireatment services

Priority Unmet Needs

Cltles have long clted prevention and adolescent freatment as critical
areas of need, and the survey results document this perceptlon.

Prevention and adolescent treatment clearly stand out as lacking program
areas, with 43% of the 676 responses regarding first and second priority
unmet needs Identifying these two areas. Twenty-six percent (91) of

the 347 cltles indicating their flrst prlority unmet need clte prevention
and 24% (82) say adelescent treatment. In fdentifylng the second prior-
ity unmet need, the same pattern holds. Nineteen percent (62) of the

329 clties responding cite preventlon and 17% (56) say adolescent
treatment, accounting for the largest number of responses given to any
category.

®Percentages based on total cities participating in the survey.
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Evaluation is emphasized by the largest clitles. This Is related to
the need fo document effectiveness of treatment services In competing
wlth other soclal services for tight dollars at all levels of govern-
ment. Thirty-eight percent (5) of the cities over 500,000 cited
evaluation as the first or second priority unmet need.

Following Is a breakdown on all areas clted as deficlent.

lPrlorH‘i Unmei Needs

st 2nd lst 2nd

Adolescent Treatment a2 56 Management 8 8
Diverslon to Treatment Poiydrug Abuse
from Criminal Justice and Treatment 6 43
System 35 35

Prevention 91 62
Enforcement - 29 29

Yiomen's Treatment 9 18
Ethnic Troatment 9 13

Other 32 17
Evatuation 16 34
Haroin Treatment 20 14
Totals = 347 (Ist) and 329 (2nd} = 676 responses

INCIDENCE AND PREVALENCE OF DRUG ABUSE

Drugs Most Frequently Abused and Disruptive

Alcohol Is overwheimingly the drug of most frequent abuse and causes
the most social and economic disruption. While marijuana is the second
most frequentiy abused drug, marljuana and heroln are thought fo cause
the second most dlsruption.

Alcohol is clted by 88% of the cities (out of 419 responding) as the
drug most frequenfly abused and 86% (out of 417 answering) say alcohol
also causes the greatest soclal and economic disruption.

Mar!Juana is ranked as the second most frequently abused drug by 68%
(out of 415 replies), but only thought to be the second most disruptlve
by 39% (out of 410 responses), almost two thirds of which are citles
under 50,000 In population. It Is Interesting to note that 70 of thess
158 clfles which think that marijuara is the second most disruptive
drug Indicate that marijuana trends within their Jurisdictions

are toward less enforcement or decriminalization. (These trends are
discussed on pages |1~12). Two dlfferent assumptions can be made as

to why cltles are moving toward decriminallzation or less enforcement
of the law for a drug they see as so disruptive. One, it Is the TI-
legality of marljuana that is disruptive, infiltrating cities often

as contraband that Includes other [lliclt drugs, dlverting police and
court resources from more critical criminal Justice concerns.
Alternatively, cltles may still consider marijuana as actually dis-
ruptive, but because of widespread use, are finding the marijuana laws
too difflcult to enforce.
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Thirty percent (of 410) rank heroin as the second most disruptive
drug with close to half of these clties (54) over 100,000 in popu-
lation. Four of the clties over 500,000 In popuiation say heroln Is
the first most disruptive drug, but only two of these citles rank I+
even as the third most frequently abused drug.

Amphetamines are ranked as the third most frequently abused drug by
29% of the cities and barbiturates by 28% (out of 400 responses).
However, barbiturates were considered slightly more disruptive,
ranked third by 28% but followed closely by amphetamlines, ranked
third by 24% (out of 39| responses).

Data Sources

Cities relied siightly more on reports or studies, rather than overall
Impression, fo document the frequency of drug abuse, as stated by

52% of the cities (out of 417 responses). However, In determining

the soclal and economlc disruption of drug abuse, overall impressions
were used siightly more, as indicated by 57% of the cities (out of

409 responses). Simllarly, in estimating the number of heroin addicts,
58% (out of 348 responses) relied on overall Impressions also.

The largest citles, those over 500,000 in population, utillized specific
data most frequently In determining both frequency and disruption,

71%% (12 clties) and 76%% (13 cities) respectively. These cities

also used the greatest diversity, an average of four sources per city,
out of a possible seven. Citles over 250,000 In population used an
average of three sources per clty and those under 100,000 in population
used an average of 2.4.

Local enforcement plays a key role in determining incidence and preva-
lence In that arrest records are the most often clted data source for
estimating frequency, accounting for 30% (167 cltles) of the 549 replles,
and for disruption, representing 32% (155 clties) of the 478 answers.
Admission to treatment program records Is the source used next most
often, 194 (104 cltles) of the answers for frequency and 20% (94 cltles)
for disruption.

Data for the State Plan

The states and countles are most frequently cited as the unit of govern-
ment measuring the Incldence and prevalence for the state plan on drug
abuse, accounting, respectively, for 28% (140 cities) and 27% (134 cltles)
of the 498 responses. The state performs this task for 50% (19)*

of the citles over 250,000 In population despite the fact that these

large cities were able to utiiize varied sources of data to measure the
frequency and disruptiveness of drug abuse for the NLC and USCM survey.

*Percentages based on total number of cities participating in survey.
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However, in the smaller cities the picture is quite different. The ®
state only performs this task for 33% (21) of the cltles

between 100,000 and 250,000 in population, 27% (34) of the

cities between 50,000 and 100,000 in population and another 33%

(66) of the cities between 30,000 and 50,000 in population. These -

smal ler cltles need state technical assistance In measuring Incldence
and prevalence more than do the larger cities, but once again, the
states elect to play a dlrect role In those areas with high concen-
trations of drug abuse.

In regard to the Incidence and prevalence data used In state plans “ .
accurately reflecting local conditions, 63% of the clties (out of .
287 responses) answer afflrmatively, as do 61% (out of 279 total

responses) which are also in agreement with the method used for

measurement. However, among the cities over 250,000 in population,

those 1n agreement with the method used drop to 50% (14). Thirty-one o
percent (29) of the total 93 clties disagreeing with the method used

for measurement suggest better reporting systems and 25% (23) suggest

data banks to coordinate statistics.

Estimated Heroin Addicts

A total of 505,692 heroin addicts is estimated by 289 cities, which

represents 67% of the 429 cities participating in the survey. This

number of addicts is close to the one-half milllon flgure which Is the

usual astimate for the whole country, yet the 54% return on the

survey represents about one quarter (47,116,000) of the total na-

tlonal population. The aggregate clty estimate from this survey

does call Into question the current estimates of the national preva- ‘
lence of heroln addiction. This is an area where there is admittedly

and understandably great difficulty in arriving at accurate figures.

The estimated heroin addict population Is heavily concentrated in the
larger citles. Forty-five percent (229,800) are in {6 cltles over
500,000 In population and another 22% (111,390) are in 18 clties in

the 250,000 to 500,000 population category. Likewise, the majority,

49% (31,970) of the heroin addicts in treatment are located in cities
over one half miliion in population. This Is the case for every .
treatment modality for heroin addiction except methadone detoxification
out-patient. This documentation supports the NLC and USCM policy
calling for clties with <oncentrations of drug abuse to be full partners
with federal and state governments in the setting of priorities and
allocation of resources for treatment, rehabliitation and prevention

of drug abuse. .
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Additionally, heroin addictlion has increased in the past year in 42%
of the cities (out of 343 responding) and tn 94% (17) of the cltles
250,000 to 500,000 In population. Only |3 of the responding citles
report a decrease. Thirteen percent (64,745) of the estimated Total
heroin addicts are Identified as belng In treatment, and there are
3,487 addicts reported to be on waiting tlsts In 69 cities. Any one
or more of the following three factors could account for the discrep-
ancles regarding increases, services and needs.

I. The +total estimated number of addicts, 505,692, could be
Inflated since almost 60% of the clties had to rely upon overal |
impressions to make their estimates. However, this error is not
I1kely to be vast because 45% of the addicts are In cities over
500,000 In population and 83% (13) of these citles based thelr esti-
mates on reports or studies. Additlonally, persons with past histories
of addiction may st1i be counted as addicts.

2. The majority of addicts may not desire treatment for a varlety
of reasons, for example, lack of outreach, needs of clients not being
met.

3. Treatment programs may be operating over capaclty to accommodate
any Increased Intake.

Heroin Treatment

A frequent criticlism levelled at the present approach to treatment of
heroin addiction Is that there is too much reliance on methadone maln-
tenance. However, while 56% (36,171*) of the heroln addicts In treat-
ment are In methadone programs, 44% (28,472*) are identlfied as being
In drug~free out-patient programs.

As previously indicated, 49% (31,970) of the heroln addicts In treatment
are located In clties over 500,000 {n population, and thls percentage
corresponds approximately to the percentage of estimated addicts, 45%
(229,800 in the same cities. Thus, 14% of estimated addicts in these
citles are In treatment.

However, in looking at the citles from 250,000 o 500,000 In population,
the correlation between estimated heroin addicts and the number in
treatment does not hold. While 228 (111,390) of the estimated addicts are
located In these cltles, only 13% (8,368) of the addicts In treatment are
In the same cltles. Thus, the perceptage of addicts in treatment falls

to 8% of the estimated total number of addicts in the cities of one-
quarter to one-half miillon In populetion. Thls discrepency must be

due fo the fact that 94% of these same cltles repert an Increase In

heroin addiction within the past year and, apparentiy, do not have the
‘treatment facllitles to keep pace with this Increase.

AThese two numbers total 64,643 which is 102 less than than the 64,745
total addiets in treatment as reported above. The difference is due
to the fact that a few cities did not give a breakdown on treatment
modalities but, instead, listed the total number of clisnts in
treatment.

81-443 0 - 77 - 17
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Waiting Lists for Treatment

In examining the walting lists, despite the criticism of methadone
malntenance, the majorlty of addicted persons are walting for admlission
to methadone maintenance or long-term methadone withdrawal, 66% (2,291)
of the total 3,487 prospective clients. While the walting 1lsts seem
relatively small| in comparison fo the fotal number of estimated addlcts,
once agaln a population breakdown Indicates the pressure Is on a few
cities over 500,000 in population. Forty percent (913) of those walting
for methadone maintenance are in six cities over one~half miilion In
population, 63% (120) walting for methadone detoxlfication in-patient
are In two of these biggest clties, and 32% (109) of those walting for
drug=iree in-patient are in four of these cities.

Jailed Heroin Addicts

In looking at the number of heroin addiets In city Jails, estimated
at a total of 7,934, a similar pattern emerges for those cities over
500,000 in population. Seventy-six percent (6,067) of the Jalled
addicts are In six clties in this population category.

Treatment services for heroln addicts In clty Jjalls are by no means
universal even In the cities over 500,000 in population. Seventy-six
percent (13) of these biggest cities do have services. Qverall, only
28% (out of 384 responding) of the city Jalls provide treatment for
heroin addlction. Of these 109 cities with freatment services avail-
able, 74% have detoxification services for arrestees who are methadone
maintalned.

ENFORCEMENT POLICIES

City Trends Regarding Marijuana

One of the most signiflcant results of the survey Is the clear trend
toward decriminal tzatlon of marijuana or less enforcement of marljrana
laws, as cited by 58% of the citles (out of 414 responding). More of
the larger citles are moving In these two directions--74% (26) of the
cities over 250,000 in population. However, 54% (172) of the clties
under 100,000 In population are citing these two trends also. In regard
to Increased enforcement or more severe penalttes, none of the clties
over 500,000 In population are taking these approaches. Only 31 cities
(8%) under 250,000 in populatlon are enforcing marijuana laws more
stririgentiy. Only six cltles in the same population category are
enacting more savere penalties.

Followlng is the breakdown on all frends foward mari Juana by population.
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Frrsnds Regardlng Marijuana by Population

Population 506,000 | 250,000 — | 100,000 - | 50,000 - | tass than
Categories and over } 500,000 250,000 100,000 50,000 Totals
Mari juana Trends:
Cocrlmlnatization| 7 4 16 33 a9 1t 279
Loss Enforcement a 7 26 34 54 129 (31%)
More Enforcement ] 2 2 14 13 33 ( 8%)
More Severs
Penalttas 0 o - ! 2 3 6 3%
No Change 2 5 14 37 77 135 (33%)
Total of ali Cltles
In Each Category 17 8 59 122 198 414 (1004}
Particlpating In
the Survey

Comparlson of Local and State Marijuana Trends

When asked how the local trend toward mar]juana compares to that of the
state, approximately ons-quarter of the cities (114 of 41} total responses)
sald their trend Is less stringent than the state's regarding arrests

or sentencing. Seventy-four clties, all of which are under 500,000 in
population, say their trend Is more stringent regarding arrests than that
of the state. However, 22 of these 74 clities say they are moving “foward
decriminal 1zation and 13 toward less enforcem»nt, with 16 starting to
enforce sven more stringently. A total of 206 clities were unavware of

thelr statewide +trends. Following Is a breakdown on all cltles responding.

Number of

Cities

Resoonding Comparison of Stats and Local Marijusna Trends
74 (18%) Clty trend (s mare strlagant regarding arrasts
58 (14%) Clty trend Is less stringent regarding arrasts

17 (4% City trand Is more stringent ragarding sentencing
56 U4 Clty trend 1s less stringent regarding sentencing
206  (50%) Unknown
411 (100%) Total Fesponses

School Disclplinary Measures Regarding Orugs

Schools have the greatest amount of contact with young people for whom
drug expsrimentation Is usually an easy option because of wide drug
avallability on school campuses. However, the great majority of school
systems, 92%%, are not under the Jurlsdiction of city governments, but
comprise separate governmental unlts known as school districts. Thus,
most schools can deveiop policies regarding drugs Indspendentty from
their corresponding city government.

ASource: 1972 Census of Goverrments, Vol. 1, Governmental Organization,
Table 5. "Local Govermmente and Public School Systems, by Type,
and by States: 1872", U.S. Dept. of Commerce, Bureau of the
Census, p. 28.
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On the whole, most schools do not differentiate between possession ®
and sale of drugs In selecting a disciplinary measure. The most

frequently used measure Is referral to the police, accounting for

32% of the responses (total of 6,552). The exception Is possession .

of marijuana in which case the most frequently used actlon is Informing

parents, accounting for 29% of the actions (783) taken for this in-

fraction. Overall, informing parents is fhe second most frequently -
used measure for sale of marl juana, as well as the sale and possession
of other drugs, accounting for 24% (1,385) of the total actlons(5,769).
Generally, the third most frequently used action Is suspension, account-
Ing for 18% (1,195) of the total actions. The table below sets forth .
the actions taken by schools.

[School Disclplinary Acflons]
for Drug Abuse Infractions

Referrai [Refsrrai| Do ‘F
No Informing|For To Not
Stfuations [Actlon [ Suspension |DIsmissal {Parents (Treatment | Poilce | Know |Totals
Possassing ‘
Marl juana 18 197 27 229*% 77 187 48 783
-
Salling
Marijuana 6 163 98 209 54 293% 36 859
Possessing
Heroln 3 132 88 192 82 265% 61 823
Selting
Heroln 2 114 It 183 34 277* 58 799
Possessing
Barblturatass,| ‘
Amphetamines 9 185 50 221 90 233* 49 837
Salling
Barbiturates,)
Amphetamines 3 j44 106 205 57 289* 46 850
Possassing
Cocaline 5 140 5 191 77 . 249* 6l 798
Setling
Cocaine 3 120 107 184 57 . 274% 58 803 ‘
Totals 49 1,195 662 1,614 548 i2,067 417 6,552

*Most frequent aotions

" Comparison of School Measures ‘ggi City Trends Regarding Mari juana

Many of the schools referring students to the pofice for possession of
marijuana are In citles where the frend is toward decriminallzation or

less enforcement. Thus, fhis school disciplinary measure Is running i
counter to the prevalling sentiment. In six cities over 500,000 in ,.
population, there are school systems referring students to the police

-~

P2y
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for possesslon of marljuana, but four of the corresponding city govern~
ments are moving toward less enforcement, one foward decrimlnalization,
and one no change. In clties between 500,000 and 250,000 in population,
there are seven school systems following this same stringent policy
toward possession of marijuana, but three of the corresponding city
governments are moving toward decriminalization, two foward less enforce-
ment and two no change. Whlle the contrast Is not so great as the

cities decllne In population, there Is a discernible dichofomy between
the school pollcies and the clty 'trends regarding marijuana, as set forth
in the followling table.

Comparison of School Polflcy
Corresponding to Pollcy Trand Regarding Marijuan

Number of

Schools Referring

Students fo Police

tor Possesslon of 6 7 25 52 97
Mart juana

Population 500,000 |500,000 - {250,000 - ] 100,000 ~ 150,000 -
Ca*i’aggrlss and ovar {250,000 100,000 50,000 30,000
Corrasponding .

Clty Trend

Ragarging

Marljuana:

Decriminal ization I 3 & 4 23
Lass Enforcement 4 2 3 1] 25
No Change t 2 g i6 42
More Enforcement 0 0 i 9 [
More Severe Fenalﬂa]s [¢] ] 0 2 I
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FUNT- ING

COMPARISON OF TOTAL DOLLARS FOR ALL DRUG ABUSE SERVICES -
IN FISCAL YEAR 1976

A totai of $37.4 miillon city-generated revenue is spent on drug
abuse activities, as reported by 242 responding cities. An addi-
tional $2.7 miliion In general revenue sharing do!lars Is allocated
to drug abuse services by 53 clties, bringing the city total to

$40.1 militon. This compares with a total of $48.6 milllon in
federal funds as reported by 122 citles and $25.8 miliion in state
funds clted by 128 clties. Surprisingly, counties only are spending
$5.0 miilion on drug abuse services as reported by 78 responding
citles. Private organizations contribute $12.9 miilion In 81 cities.

Distribution of Federal and State Treatment Funds by Population

Etghty percent of the total reported federal and state funds are

spent on treatment and counseling In the responding cities, $38.8 milllon
and $20.6 miilion, respectively. In regard to heroin addictien, the
distribution of federal and state funds, as well as those of the

cities, approximatély corresponds to the high concentration of esti-
mated heroln addicts In the responding cities over 500,000 In popula-
tion, as indicated beiow. (However, it must be assumed that some of
these funds are used for treafment of drugs other than heroin.)

Counties are the notable exception, with the major portion of their
treatment funds going to citles below 250,000 in population.

IDistribution of Treatpent Funds in Cities over 500,000 |
| As Compared to Estimated Number of Heroin Addicts {

Estimated Estimated Federal State City County

Heroin Heroin Addicts Funds for | Funds for | Funds for Funds for

Addicts in Treatment Treatment Treatment Treatment Treatment

229,800 31,970 ! $22 mil $12.8 mil $6.2 mil $.5 mit
45% 49% [ 57% 62% x 64% 22%

(of nat. (of national | (of fed. | (of state | (of city (of county

total) total) b total) | total) ! total) total)

However, when the same percentages are examined for cities 250,000 to
500,000 in population, which have 22% of the estimated heroin addicts,
the pattern of consistent apportionment holds for the federal govern-
ment, but ot for the cities and even less for the states and counties.
Additionally, only 13% of the ldentifled heroin addlcts are in treatment
In these citles despite the fact that 94% of the cities In this popula-
tlon category report an increase In heroin addiction durlng the past
year as compared to 41% of all citles reporting =n Increase. The dis-
tribution ts as follows.
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Distribution of Treatment Funds in Cities Between
250,000 and 500,000 in Population As Compared to
Estimated Number of Heroin Addicts

Estimated | Estimated Federal ! state icity : Icounty

Heroin Heroin Addicts Funds for i Funds for  iFupds for  Funds for

Addicts in Treatment Treatment | Treatment  ITreatment  Treatment

e

111,390 8,268 $7.7 i1 ‘ $1.0 mil ‘ 1.2k . 5.0 mil
221 132 20% i sy ‘ 122 Coa

(of nat. ({of national (of fed. | (of state | {f city  (of county

total) | total) ! total) j total) 3 toral) . total)

Malntenance of Local Effort

Despite financial strains at the local level, the majority of clties
plan ‘o maintain thelr current support of drug abuse programs In
fiscal year 1977, as Indicated by 92% (252 out of a total of 274) of
‘the responding citles. Only 22 clties sald they plan to reduce thelr
commitment, citing lack of local funds most frequently as the reason
{14 responses). This continued clty support reflects the concern
that citles have expressed In the survey regarding the increase and
intensity of drug abuse within their jurisdictions.

Matching Funds for Federal Treatment Programs

The state is the unit of government most frequentiy mentioned as pro-
viding at least a portion of the match for federal treatment programs,
as reported by more than 50% (126) of the 247 responding cltles.

The state Is the largest sole provider of the match, as reported by
14%° (38) of the citles.

A total of 108 citles (44%) provide a portion of the match; of these
citles, 24 (10%} are the sole providers. The counties are Involved
aimost as equally as the cities. A total of 107 (43%) provide a
portion of the match; of these counties, 31 (13%) are the soie pro-
viders.

Unifled Comparison of Funding for Drug Abuse Services

Not all clitles were able to provide full flnanclal data, especially
for funds spent by other units of government and private organizations
within thelr jurisdictions. However, some +trends can be discerned.

A total of 140 cities were able 1o provide data on city funds, as

well as non-city dollars. Of course, all clties dld not report funds
for all categories of services and sources. These 140 cities provide
the data base for the remalnder of the funding analysis.
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Unifled Comparison of All Funding Sources

140 Cltles Reporting
$107.7 million

Federal -~ 40%

Private ~ 5%

ag

Tounty e

RARIAR = 1%

City - 30%
State - 21%

Unified Comparison of City Dollars by Service Category

The 140 reporting cities have the major responsibility for local drug

abuse enforcement and, on the whole, allocate the greatest portion of

thelr funds to these efforts, $18.0 million (56%) of the total $32.0 million
of city funds for all drug abuse services. TEE_Ezggkdown follows.

140 Citles Reporting

$32.0 mi|llon

Treatment - 28%

Prevention -

5%

. . sed Vot
Enforcement - 6% &;;&@ab- %

P\lannlng &

‘Managemont ~ .
7% \\\7//
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Unifled Comparison of Intergovernmental Funds for Local Enforcement

b In comparing Intergovernmental funds for local enforcement efforts,
cities provide 79% of the support. The breakdown follows.

. . 140 Cities Reporting
ha $23.0 miftion
n

{
. City ~ 799

faderal - 12%

Unifled Comparison of Intergovernmental Funds for Treatment and
Counseling
However, the next area of city emphasis [s treatment and counseling

with $9.0 mitllon of city-generated revenue apporfioned for these
services, as well as an additional $1.2 mitlion in general revenue

» sharing, This compares to $34.4 miiliton in federal funds for treat-
- ment and $18.3 million in state monies for the same services. Again,
. ‘the total county contribution is small, $1.8 miliion. This Is sur-

prising since counties were cited most frequently (175 times) as the
unit+ of government adiminstering Yreatment and counseling services.
Pl The breakdown follows on the next page.
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140 Citles Reporting // City - 13% )

$69.0 ml!1ion /

Private - 7%

\
Federal - 50% lcn—-Ji—-‘

State - 27%

Unified Comparison of Intergovernmental Funds for Prevention

Prevention Is an area where the total city commitment Is equal to that
of the state and exceeds that of the federal government. This commit-
ment corresponds with city government being most frequently mentloned
as that unit administering preventlion and education programs, as cited
by 199 cities. And, cities would Iike to become more Invclved in
Bgeven+lon because 26% (91) cite It as the priority unmet need.

Ilars for prevention are as follows. ///’/,,——————-—-\

e
140 Cities Reporting
$5.5 mitlion

State - 318 Private - 1%

AN
County - 9%
L —Raglon—( 555 FRER TEI
Federal - 17%
City - 31%

_//”////
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20.

Unlfied Comparison of lntargovernmental Funds for Plannlng and Management

The federal government expends the most on pianning and management,
$3,0 mi{ilon, Citles are next, spending $2.4 militon. However, In
regard to the administratlon of plannlng and management, the states
are clted most frequently as the unlt of government Invelved, account-
Ing for 146 responses regarding this Issue. The breakdown follows.

140 Citles Reporting

State - 7%

$7.3 mltlion

Federal ~ 41%

city ~ 33%
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21.

Unified Comparlison of Iniergovernmental Funds for Rehabilitation and
Vocational Training

The federal government also spends the most on rehabllitation and
vocational training, $1.7 miilion. However, again, cltles clte states
most frequently as the unit of government administering these services,
accounting for 175 of the responses. The breakdown follows.

140 Citlies Reporting

$2.9 million

City - 23%

Fadera! - 59%

Private - 4%

State ~ 12%

It is significant to note that employment Is considered by profes-
slonals and laymen allke as a key factor in asslisting drug abusers

to become part of the mainstream of society. The White Paper on

Drug Abuse, issued September, 1975, states the case clearly for
vocational rehabllitation: "Vocational rehabllitatlon is a critical
part of the treatment process, since society's objeciive of altering
the drug-using llfestyle of a former addict is clearly |Inked to hls
ablilty to find and hold a Job. A job not only enabies one to be
self-supporting, It enhances the dignity and seif-reliance that people
need to be responsible members of society."! However, with the excep-
tlon of the federa! government which has a relatively smali commitment,
Job training and rehabilitation receive the smallest amount of funds
from all other levels of government, as well as the prlvate sector, as
reported by the responding clities.

"White Paper on Drug Abuse", A Report to the President From The
Domestic Counci| Drug Abuse Task Force, September, 1975, U.S. Government
Printing Office, Washington, D.C., p. 77.
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OBSTACLES IN COPING WITH DRUG ABUSE

Factors Within the Community

Lack of funds wlthin the community, particularly for prevention and
education, Is the most frequently mentioned problem, accounting for
20% of the 569 total factors cited. The next three factors most
frequently mentioned are related fo preventlon and education. Lack
of awareness within the communlty regarding the extent of the problem
is mentloned 61 tImes; public apathy untii there Is personal contact
with the drug abuse problem is clted 48 times; and lack of leadership
and community support Is mentioned 39 times. These three factors
account for 27% of the total responses. Thus, 47% (256),or almost
half of the factors, relate to prevention, as broadly defined. And,
as noted earlier, prevention Is most frequentiy clted as the first
or second priority unmet need by 147 responding citles.

Other frequently mentioned factors are: lack of coordination among
service providers, 7% (41 responses); lack of manpower, 7% (39 re-
sponses); lenient courts, 6% (35 responses); lack of services, again
especlally for education, prevention, and treatment programs, 6%

(37 responses); and publlc acceptance of the inevitability of drug
abuse, 5% (3] responses).

Factors Outside the Communify

Again, lack of funds, especially for prevention, Is the most frequently
mentioned factor outside the community presenting the grsatest obstacle
in copling with drug abuse, accounting for 22% of the 466 tofal responses.

Other factors are: drug avallability, [3% '9 responses); lack of
ccordination and bureaucratic red tape, 2% (56 responses); lack of
unified national laws and phllosophy, 9% (40 responses); lack of
international enforcement, 8% (36 responses); public acceptance of
drug abuse, 7% (30 responses); Ineffective programs, 6% (27 responses);
and, lenlent and Inconsistent courts, 6% (26 responses).

Additlonal Commants

The additional comments underscore, again, the problems regarding
lack of coordination among service providers and planning agencles,
tack of funds, and lack of unified natlonal laws and phllosophy
regarding drug abuse, accounting for almost half of the factors
cited--54 out of (20 total.
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7.8. Hovuse oF REPRESENTATIVES,
Serecr Comureres oN NaRrcoTics ABUSE AND CoNTROL,
Washkington, D.C., August 20, 1976.

Mr, James M. Canwon, Mr. RicHarp D. PARSONS,
The Domestic Council, The White House,
Washington, D.C.

Dzar Siss: The new Select Commitiee on Narcotics Abuse and Control has
been charged with the responsibility of reviewing in depth all ongoing programs
concerned with narcotics *raffic and abuse with an objective of recommending to
Congress a comprehensive plan of attack on this problem.

In accord with this mandate, while the physical procedures of amassing and
reviewing all available material on this subject is underway, the Select Committee
will begin a series of hearings to thoroughly ground its membership on the pro-
grams of all agencies and depuartments involved in drug-related activities. In-
cluded in the jurisdiction of the Select Committee is the authorization to “review
any recommendations made by the President or by any department or agency of
the Federal Government, velating to programs or policies affecting narcotics
abuse and control.”

Since your Council has a responsibility in this area, it would be appreciated if
you would make yourself available to appear before the Committee in public
hearings during the week of September 20-24, 1976. Should it be necessary for
part of your testimony to be taken in executive session, I would appreciate it if
%ou co(lilld notify the committee in advance so that appropriate arrangements can

e made.

These public hearings will begin the Committee’s study of the Federal response
to the current drug abuse epidemic., The Select Committee is concerned with
both the domestic and international aspects of the drug proulem and the task of
supply and demand reduction. I hope that you will contribute to the efforts of
the Select Committee by taking this opportunity to brief the Members of the
Belect Committee on the scope of your operations and the approach which your
organization takes toward the complex issue of narcotics abuse and control.

It would be helpful if you could include in your testimony any recommendations
which you feel would imgprove the effectiveness or the efficiency of the Federal
effort to control, treat or prevent drug abuse. Tom Vogel of our staff will be in
touch with your secretary to discuss your role in the hearings and the recessary
arrangements.

Sincerely,
Lesrer L. Worrr, Chairman.
Tue WarrE HoUSE,
Washington, D.C., September 18, 1976.
Hon. Lester L. Wovrr,
Chairman, Select Commiliee on Narcolics Abuse and Control,
U.8. House of Representatives, Washington, D.C.

Drar Mr. Caarzmax: Thank you for your letter of August 20, inviting Mr
Richard Parsons of my staff and me to appear and give testimony before the
newly created Select Committee on Narcotics Abuse and Control.

As you know, the President has a keen interest in reducing the level of drug
abuse in the United States and he has made this one of the priority objectives of
his Administration. As members of his staff, Mr. Parsons and I have served to
communicate the President’s interest and policy guidance to the Administration
officials having direct program responsibility in this area and to help to insure
coordination of the total Federal effort.

I am advised by counsel that, as o matter of principle and precedent, members
of the President’s immmediate staff customarily do not appear before Congressional
committees to testify with respect to the performance of their duties on behalf of
the President, This limitation, I am further advised, has been recognized by the
Congress and the Executive as a principle of comity between the respective
Branches. I must, therefore, on behalf of myself and Mr. Parsons, respectfully
decline the invitation to testify before the Committee in public hearings.

(267)
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The creation of the Select Committee on Narcotics Abuse and Control is a
clear sign tnat the Congress shares the President’s sense of concern about the
tragic problem of drug abuse, and he is eager for those in the Administration with
direct program responsibility to work with the Committee in carrying out its
mission. Further, I would be pleased to submit to the Committee a v. . ien
statement concerning the role of the Domestic Council in coordinating drug -wuse
related activities if it would be helpful.

Sivcerely,
James M. CANNoON,
Assisiant tv the President for Domestic Affairs.

SEPTEMBER 20, 1976.
Mr. JAmEs M. CANNON,
Agsistant to the President for Domestic Affairs,
The White House, Washington, D.C.

DEeAR Mr. CANNoN: Thank you for your letter of September 16, in which you
explain why, for reasons of principle and precedent, you and Mr. Richard Parsons
are unable to participate directly in the hearings about to be conducted by the
Select Committee.

I would like to thank you for your kind offer to provide the Select Committee
with a wriiten statement ¢ mcerning the role of the Domestic Council in coordinat-
ing drug abuse related activities. This would be most helpful indeed, and I hope
you will send it to us as soon as possible.

I appreciate your kind words about the creation of the Select Committee and
look fmév_vard tlo working with you on this important subject in the months ahead.

incerely
' LesTER L. WoLrr, Chairman.

TrE WEHITE HOUSE,
Washington, D.C.
StareMENT 0t James M, CANNON, ASSISTANT TO THE PRESIDENT FOR DOMESTIC
Arrarrs, Exzcumive Dirscror, Domestic Councin ror THE House SELECT
ComMmiTTEE ON NARrcoTICS ABUSE AND CONTROL

Mr. Chairman and members of the select committee, I appreciate this op-
portunity to outline the role of the Domestic Council in coordinating drug abuse
related activities on behalf of the President. I would also like to take advantage
of the opportunity to briefly summarize the President’s personal activity in this
crucial area.

As you know, drug abuse is a problem of great national concern. Its cost to the
nation is staggering. Counting narcotic-related crime—estimated to account for
as much as one-half of all street crime-—health care, drug program costs and
addicts’ lost productivity, the dollar cost is estimated at upwards of $17 billion
per vear. To that must be added more than 5,000 deaths each year, and the
incalculable burden of ruined lives, broken homes, and divided communities.

Drug abuse is a problem which affects millions of Americans either directly or
indirectly and which strikes at the very heart of our nationa! well-being,

President Ford has made reducing the tragic toil of drug abuse one of his
Administration’s highest priorities and he has invested a grat deal of his time
and attention to this effort. He initiated and then endorsed a major study of the
issue which has resulted in wide understanding and acceptance of the Federal
policy in this area, as well as major improvements in agency operations. He has
met frequently with foreign heads of State, Members of Congress, and members
of the Cabinet to seek ways to improve the program. He has requested additional
funds for both law enforcement and drug abuse treatment and proposed legisla~
tion to the Congress aimed at getting drug traffickers off the street.

He has created new Cabinet committees to ensure that all government resources
are prought to bear on the problem in a coordinated manner. He has directed
the Internal Revenue Service to develop a tax enforcement program aimed at
high-level traffickers.- And he has brought the issue to the American public in
several major addresses calling for a national commitment to comba*ting this
menace to the health of our nation.
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Most recently, President Ford met with Mexican President-elect Lopez-
Portillo to stress the importance to this country of effective drug eradication and
interdiction by the Mexican Government. I am particularly pleased to be able to
tell you that Mr. Lopez-Portillo pledged that his administration would continue—
indeed, expand—the programs developed under President Echeverria.

In short, the President is derply concerned about the ravages of drug abuse on
American society and his commitment to improving the Federal narcotics program
is absolute, He is, therefore, pleased that the House of Representatives has seen
it to establish this Select Committee to bring together the broad expertise of the
severzl comrmittees of the House having some responsibility in the drug field.

Role of the Domestic Council

The Domestic Council was established by the President on July 1, 1970, in
accordance with the provisions of Reorganization Plan #2 of 1970. Its mission was
to coordinate policy formation in the domestic area, fo nrovide a forum for dis-
cussion and resolution of policy matters that cut across departmental jurisdic-
tions, to maintain a continuous review of on-going pro;rams from a policy stand-
point and to propose reforms as needed.

Our staff is small, in keeping with the President’s intent that we draw on De-
partment and agency experts for staff support. Our role is catalytic and our work-
ing structure flexible: the President wants the Domestic Council to provide a
mechanism for bringing together the expertise within the Departments and
agenoies of the government having statutory responsibility in an area, not to
supplant those Departments and agencies. As a result, much of our work is ac-
complished by ad hoc project committees drawn from the rest of the Executive
Branch to accomplish a specific mission (such as the presentation of broad policy
options to the Fresident).

Our involvement in the area of drug abuse control provides almost a textbook
example of the working of the Domestic Council.

The Federal program to control drug abuse is composed of activities as diverse
as any in government, involving seven Cabinet Departments and seventeen
agencies. Clearly, strong coordina*!.e mechanisms are necessary to ensure that
the efforts of these Departments and agencies are integrated into an effective
overall program and that the approach adopted in each is consistent with the
President’s priorities.

To meet this need, a variaty of permanent and temporary offices were created
in the early 1970's to provide policy guidance, program oversight, and interagency
coordination of the rapidly expanding Federal drug program.! These included:

The Cuobinet Committee on International Narcotics Control (CCINQC),
created in 1971 to coordinate the international control program.

The Special Action Office for Drug Abuse Prevention (SAODAP), created
in 1971 to oversee and coordinate the development of a comprehensive
treatment and prevention program to balance the existing law euforcement
program.

The designation of the head of the Justice Department’s Office of Drug
Abuse Law Enforcement (ODALE) as Special Consultant to the President
for Narcotics Affairs in 1972,

The creation of a temporary special drug abuse staff within the Domestic
Council to provide program oversight and limited interagency coordination
at the Executive Office level during a period of rapid expansion and change,

As the Federal drug program matured, many of these temporary offices were
replaced with permanent structures. By mid-1973, for example, the gpecialized
Domestic Council staff had evolved into a small office in the Office of Manage-
ment and Budget (OMB), and the executive directorship of CCINC had been
transferred from the Domestic Council to the Senior Adviser for Narcotic Matters
{S/XM) in the Department of State. In July of 1973, ODALE was merged with
the Bureau of Narcotics and Dangerous Drugs, the Office of National Narcotics
Intelligence and those U.S. Customs Service officers involved in drug-related
intelligence and investigations activities to create a new Drug Enforcement
Administration (DEA) in the Department of Justice, and the Attorney General

2 When the fall magnitude of this problem became apparent in the late 1960's and early
1970's, the Administration, with strong Congressional support, responded quickly, A vig-
orous prevention and treatment corsponent was added to the then-existing law enforcement
efforts, Federal spending for a broad range of prOﬁmms aimed both at demand reduction
{prevention, treatment, rehabilitation and research) and supply reduction (law enforce-
ment and International control) tripled, and then tripled again—all within five years.

81443 O—77~——18
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was given overall responsibility for drug law enforcement. Finally, by early 1974,
the permanent successor to SAQODAP, the National Institute on Drug Abuse
(NIDA), was established in the Department of Health, Eductaion, and Welfare.

Thus, a steady decresse in direct Executive Office involvement paralleled the
assumption of authority by the lead agencies in the drug field: NIDA for preven-
tion and treatment; DEA for law enforcement; and the Office of the Senior Advisor
for Narcotics Matters in the Department of State for international activities.
The Administration’s goal was to develop effective management within each of
the three segments of the Federal drug program and, as their management
capacity increased, to gradually reduce direct Executive Office involvement to
that of program oversight.

As you will recall, sufficient substantive progress had been made by late 1973
and early 1974 that Administration spokesmen, including the former President,
began to make cautious statements about “turning the corner on drug abuse’”.
We now know that the very real progress which led to this confidence was, in the
main, temporary and regional. In fact, at that very time, the underlying trends
had already begun to turn upward after having declined steadily for almost
two years.

By the summer of 1974, Federal drug abuse program administrators began to
realize that conditions were worsening and that the gains of prior years were
being eroded. The deteriorating situation was confirmed over the next several
months and, by early 1975, it was clear that o major drug abuse problem still
faced the nation.

In February of 1975, the President designated Vice President Rockefeller as
Vice Chairman of the Domestic Council and charged him with overseeing its
activities. He asked the Vice President to recommend specific program areas in
which task forces should be formed to assess existing Federal policies. The Vice
President, faced with evidence that the gains made in controlling drug abuse
during 1972 and 1973 were being eroded and that the use and availability of
drugs was again increasing, recommended such a review for the drug program.

The White Paper on Drug Abuse

Accordingly, in May, 1975, the President directed the Domestic Council to
undertake a thorough review and assessment of the effectiveness of the Federal
program to control drug abuse, to give him a frank assessment of our effective-
ness, and to make recommendations concerning ways to make the Federal drug
abuse program more effective in the future.

To accomplish this mission, a task force, consisting of high-'evel representatives
of twelve Federal Departments and agencies having responsibilities in the drug
abuse area, was created and charged by the Vice President with responsibility
for preparing a comprehensive report on drug abuse which would be responsive to
the President’s concerns. As its first order of business, the task force established
working groups to perform the analysis and to prepare initial drafts for its con-
sideration. During the course of the review, more than 80 individuals from more
than 20 different government organizations participated in work group activities.
More than 30 other individuals, representing almost as many community organi-
zations involved in the drug abusc area, also contributed valuable perspective
and ideas to the effort. .

The Domestic Council Drug Abuse Task Force was chaired by Mr. Richard D.
Parsons, Associate Director and Counsel of the Domestic Council, and its work
group was directed by a member of the staff of the Office of Management and
Budget, Mr. Edward L. Johnson, but the majority of the work was done by the
many departmental agency personnel “borrowed’” for the purpose of preparing
the report to the President.

The Drug Abuse Task Force presented its report, the “White Paper on Drug
Abuse,” to the President on September 29, 1975. Shortly thereafter, at the Presi-
dent's direction, the White Paper was released to the publie. It quickly won wide
praise in the Congress and throughout the country for its candor, practical tone
and sensible recommendations.

On December 27, 1975, after the White Paper's unanimous endorsement by
the members of the Cabinet having drug program responsibility, the President
endorsed it and made it the centerpiece of g revitalized Federal program. Because
i)lf its importance, I urge you to make the White Paper a part of the record of thesc

earings.
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Since December, 1975 a great deal of progress has been made in improving
the Federal drug abuse program and in putting it on a sound basis. I understand
that other witnesses directly involved in the drug program have already testified
concerning much of this progress.

The role of the Domestic Council since publication of the White Paper has
been to encourage and monitor progress in implementing its many recommenda-
tions, to work with OMB in developing a Federal drug program budget which is
responsive to program needs, to assist program managers with interagency coordi-
nation, and, of course, to keep the President fully apprised of progress and assist
him in the further development of policy in this area. Gur role has gradually
diminished as the more permanent Cabinet committees established by the Presi-
dent in April, 1976, have begun to provide direction for, and coordination of,
Federal drug programs and activities? Both of these new Cabinet committees
and their supporting working-level subcommittees are now fully operational and
extremely active.

The Remaining Agenda

It should be clear from this discussion that I believe that a great deal of progress
has been made over the past 18 months, and that I am proud of the catalytic role
the Domestic Council has played. But there is more which needs to be done:

Federal drug enforcement efforts can still be more narrowly focused on
high-level, interstate and international traffickers;

our narcotics intelligence system—despite progress in the past year—is
still inadequate;

the potential contribution of the Internal Revenue Service and the Federal
Bureau of Investigations have yet to be fully realized; and

we can still do much more to encourage other nations to join us in this truly
international struggle.

The Domestic Council will continue to urge action in these areas. We are con-
vinced that the necessary organizational entities and interagency mechanisms
are already in place to deal with these problems, and we assure you that we will
closely monitor progress toward more coordinated, effective performance.

‘We need also to secure passage of the legislation which the President proposed
in his recent Special Message to the Congress on Drug Abuse. This legislation is
aimed at improving our ability to put major traffickers in prison and at closing
loopholes in the law which allow them to continue to prey on our young.

It has become all too clear that gathering sufficient evidence to prosecute a
trafficker does not guarantee his immobilization. An indicted trafficker may be
operating in a foreign country, out of reach of effective prosecution and sentencing.
Even in the United States, indictment and arrest do not guaraniee immobiliza-
tion; these events merely begin o long criminal justice process during most of
which the trafficker is now free to continue operating. At the end of this process,
incarceration may be relatively short.

This failure to immobilize traffickers against whom a substantial case has
been developed is very clostly—costly in terms of wasted investigative resources
and lowered law enforcement morale, costly in terms of weakening the deterrent
value of the law, and costly in terms of reduced public trust in the criminal
justice system. )

Now that Federal law enforcement agencies are demonsirating the ability
to shift their focus to high-level violators, we must make a significant change in
the way ‘he criminal justice system handles major traffickers after arrest to
capitalize on this progress. Accordingly, the President has proposed legislation
which would, among other things:

Require minimum mandatory prison sentences for persons convicted of
high-evel trafficking in heroin and similar narcotic drugs.

Enable judges to deny bail in the absence of compelling circumstances for
certain categories of notorious defendants.

Raise the value of property used to smuggle drugs which can be seized
by Administrative, as opposed to Judicial, action from $2,500 to $10,000,
and extend this forfeiture provision to include cash or other personal property
found in the possession of a narcotics violator,

®The Cablnet Committee for Drug Law Enforcement aud the Cabinet Committee for
Drug Abuse Prevention, Treatment and Rehabilitation.
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These proposals are now before the House in the form of H.R. 6568 and H.R.
13577. ® They should receive bi-partisan support and swift Congressional passage.
I therefore call upon the members of this committee to work with the Administra-
tion in securing prompt passage of this important legislation. Its enactment will
represent a major contribution to the national anti-narcotic effort.

Thank you for this opportunity to present my views on this vital issue. I hope
that these remarks are helpful to the committee in developing a complete and
impartial understanding of the drug abuse problem.

81 also urge prompt passage of H.R. 5359, the implementing leglslation for the 1971
Convention on Psychotropic Substances, which the Presldent also called for in his special
message.

¥}
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September 29, 1975

Dear Mr. President:

I am pleased to submit for your consideration the White Paper

on Drug Abuse prepared at your request by the Domestic Council
Drug Abuse Task Force. The White Papexr documents the principal
findings of the Task Force, assesses the current extent of drug
abuse in America and presents a number of recommendations £for
improving the Federal government's overall program to reduce

drug abuse.

Drug abuse is one of the most serious and most tragic problems
this country fdces. Its cost to the natjion is staggering: count-
ing narcotics-related crime, health care, drug program costs and
addicts' lost productivity, estimates range upwards of $17 billion
a year. In addition to these measurable costs, the nation bears
an incalculable burden in terms of ruined lives, broken homes and
divided communities.

The Task Force believes that the optimism about "winning the war
on drugs" expressed so eloguently and confidently only a few years
ago was premature. It urgently recommends ‘that the federal govern-
ment reaffirm its commitment to combatting drug abuse and that
public officials and citizens alike accept the fact that a national
commitment to this effort will be required if we are to ultimately
succeed.

The Task Force submits this White Paper in the knowledge that it
does not provide all of the answers to solving the drug abuse
problem. The issues are complex and changing and the Federal
effort represents only part of the nation's total response.
However, I believe that the recommendations contained in the
White Paper provide a solid base upon which a re-invigorated
national effort can be built.

The Members of the Task Foxce, the contributors to the White Paper
and I appreciate the opportunity to have participated in this
vital undertaking.

Respectfully submitted,

Loy

The President
The White House
Washington, D. C.
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PREFACE

Commencing in 1969, the Federal Government launched a major
commitment toward eliminating the drug abuse problem in America.
Sufficient progress had been made by late 1973 that Administration
spokesmen, including, the former President, began to make cautious
statements about ‘“‘turning the corner on drug abuse.” These state-
ments were always accompanied by warnings that the data were not
yet conclusive and that there was still a long way to go even if the
corner had been turned. But, somehow, the qualifying statements
were overlooked and the notion that we had “turned the corner on

drug abuse” became accepted as fact by many in government and by -

mos$ of the public and the press.

We now know that the very real progress which led to this con-
fidence was, in the main, temporary and regional. In fact, at that very
time, the underlying trends had already begun to turn up after having
declined steadily for almost two years.

By the summer of 1974, Federal drug abuse program administrators
began to realize that conditions were worsening and that the gains
of prior years were being eroded. The deteriorsting situation was
confirmed over the next several months and, by early 1975, the Con-
gress, the press and the public at large were becoming aware of the
new and worrisome situation the Nation faced.

Deeply concerned over evidence indicating an increase in the avail-
ability and use of illicit drugs, President Ford, in April, called for a
thorough appraisal of the nature and extent of drug abuse in America
today. The President directed the Domestic Council, under the leader-
ship of the Vice President, to undertake a priority review of the overall
Federal effort in the prevention and treatment of drug abuse, to give
him a frank assessment of our effectiveness, and to make recommenda-
tions concerning ways to make the Federal drug abuse program more
effective in the future. '

The specific objectives of the review were to:

o Assess the effectiveness of current drug programs and policies;
and

» Determine if the Federal drug strategy, priorities and organiza-
tional structures are appropriate to meet current needs.
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In addition, the review was to examine the need for, and structure of,
a drug management and coordmatmn mechanism in the Executwe
Office of the President.

To accomplish this mission, a task force, consisting of high-level
representatives of twelve Faderal departments and agencies having
responsibilities in the drug abuse area, was created and charged with
responsibility for preparing a comprehensive white paper on drug
abuse which would be responsive to the President’s concerns. As its
first order of business, the task force established working groups to
perform the analysis and to prepare initial drafts for its consideration.
During the course of the review, more than 80 individuals from more
than 20 different government organizations participated in work group
activities. More than 30 other individuals, representing almost as
many community organizations involved in the drug abuse ares, also
confributed valuable perspective and ideas.

The white paper does not attempt to evaluate each Federal drug
agency or program in terms of its past performance or to compile a
scorecard showing which agencies or programs produced the most
impressive numbers of arrests, or seizures, or reformed addiets. It was
the view of the task force that this type of statistical approach to
evaluation is responsible, in large measure, for much of the ineffectiveness
of our current efforts. Nor did the task force attempt to perform a
management audit. Rather, the white paper seeks to review and assess
the agencies and the programs in an operational context to see if they
are rational (Do they make sense?), properly targeted (Are our ob-
jectives and priorities appropriate?), and reasonably structured fo
achieve their intended purposes (Can we expect them to accomplish
what we created them to accomplish?).

The task force recognizes that, while this kind of analysm may not
highlight where we have stumbled in the past, it will tell us where
we should be headed in the future. The task force views the making
of recommendations for improving the Federal drug program as its
most important assignment.

Finally, the task force made every effort to reach unanimity on
each recommendation, but this was not always possible given the
widely disparate institutional and individual perspectives of its mem-
bers, Accordingly, to provide the most useful document possible, the
task force decided to work by consensus, identifying conflicts or
differences of opinion where necessary. To ensure that all views were
properly represented, however, members of the task force who did
not share the majority view on any issue were invited to submit
memoranda outlining points of disagreement. These memoranda are
appended to, and made a part of, the white paper.
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1. OVERVIEW:

A STRATEGY FOR
CONTAINING DRUG
ABUSE

The ‘“drug problem” isnot a recent phenomenon; the use of narcotics
in the United States began prior to the Civil War, The fact that the
earliest narcotics laws were passed over 60 years ago indicates that
drugs have been a matter of national concern since the turn of the
century. ’

Early efforts tc deal with the problem focused on limiting the supply
of drugs, first through taxation, then by prohibition and strict legal
controls. The ever-increasing severity of Federal anti-narcotic laws
reached a pesk in the late-1950°s with the passage of laws calling for
life imprisonment and even death in certain cases.

The assumption behind this increasingly tough approach to the drug
problem was that reducing the supply of illicit drugs would encourage
drug-dependent individuals to detoxify and would keep drugs out of
the hands of new users. Some did detoxify, but many did not, and the
behavior and condition of those who did not detoxify continued to
deteriorate. By the end of the 1950’s there was general agreement
that Federal policy was ineffective.

The belief that strict supply reduction by itself wasn’t enough,
coupled with the spread of drug use to new population groups, led
to increasing experimentation with treatment for drug abusefs during
the 1960’s. Finally, with the passage of the Drug Abuse Office and
Treatment Act of 1972, Federal policy clearly called for a balanced
response to the problem of drug abuse by adding a vigorous prevention
and treatment component to the existing law enforcement efforts.

The Domestic Council Task Force on Drug Abuse strongly en-
dorses the concept of a Federal program which balances the effort
to control and, ultimately, reduce the supply of drugs with an effort
to control and, ultimately, reduce the demand for drugs.! We believe

! The demeand reduction program is intended to: (1) Dissuade the nonuser from
experimenting with drugs; (2) deter the occasional user or experimenter from
progreseing to the abuse of drugs; (3) make treatment available for abusers of
drugs who seek it; and (4) help the former abuser regain his place as a productive
member of society.

~T
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that this concept should continue to be the cornerstone of the Federal
strategy.

In eddition to confirming the validity of this fundamental strategy,
the past several years have taught us several lessons whick are the
basic themes upon which our specific recommendations are based.?
This chapter discusses these basic themes, after first. outlining the
rationale for & balanced strategy.

NEED FOR A BALANCED PROGRAM

The fundamental objective of supply reduction efforts is to make
drugs difficult to obtain, expensive, and risky to possess, sell or con-
sume. The basic assumption is that if taking drugs is hazardous, in-
convenient and expensive, fewer people will experiment with drugs,
fewer who do experiment will advance to chronic, intensive use of
drugs, and more of those who currently use drugs will abandon their
use.

This assumption is well supported by historieal evidence. Both in
cases of individual drug use and in outbreaks of drug epidemics, the
easy availability of the drugs therselves has been found to be a
major factor. For example:

» Following the passage of the Harrison Act in 1914, which
made opiates illegal for the first time, the number of opiate
users i the United States was halved.

¢ An anelysis of a Chicago heroin epidemic which began shortly
after World War II, reached its peak in 1949, and declined
in the early 1950's determined that: ‘“The decline of this
epidemic * * * (was) * * * most clearly associated with
decreased quality and increased cost of heroin.” ?

¢ Immediately after World War II, an epidemic of amphetamine
use swept Japan when this drug became readily available. A
similar epidemic of amphetamine use occurred in Sweden in
the early to mid-1960’s. The Japanese experience is of par-
ticular interest because it developed in a country noted forlow
rates of alcoholism and wtler forms of excessive drug use.

© When relatively pure heroin at low cost became avsilable to
U.S. servicemen serving in Southeast Asia in 1970-71, use was

2 These themes are in large part consistent with the basic findings of the Na-
tional Commission on Marihuana and Drug Abus~ as well as those expressed in
three issues of the Federal Strategy for Drug Abuse and Drug Traffic Prevention
prepared by the Strategy Council on Drug Abuse. Thus, this white paper
represents a gradual evolution of a consistert policy, rather than any abrupt
departure.

3 Hughes, Patrick H., et al. “The Natural History of & Heroin Epidemic,”
American Journgl of Public Health, July, 1972.

2
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widespread. When these same servicemen returned to the
United States, where heroin is much more costly and much
more hazardous to obtain, use dropped dramatically.

¢ During the period 1972-73, a shortage of heroin on the East
Coast coincided with significant reductions in both the inci-
dence and prevalence of heroin use on the East Coast.

Furthermore, most studies indicate that experimental users rarely
search intensively to find drugs. In over 90 percent of the cases, they
“happen on’’ drugs, or are introduced to drug use by a friend. This
finding implies that if new users had to go beyond their normal con-
tacts to find drugs, many would probably not use them.

In addition, several studies have shown that some people who began
and enjoyed drug use, but eventually abandoned it, did so because
drugs became expensive, inconvenient or dangerous to procure. A
study of neophyte heroin users abandoned use in Los Angeles indicated
that 55 percent did so because they lost their “connection.” * Most did
not make & concerted effort to establish a new connection The defini-
tive survey of heroin users returning from Vietnam indicated that 60
percent of those abandoning use indicated inconvenience, cost, or
fear of arrest and prosecution as reasons.’

Thus, successful supply reduction efforts can: (1) minimize the
number of new users, (2) increase the number of old users who abandon
use, and (3) decrease the consumption of current users.

These benefits are not attained without cost or limitations.

First, a supply reduction strategy is expensive. The Federal Govern-
ment spends over $350 million on supply reduction efforts annually.
Moreover, our efforts to encourage other countries to intensify their
supply reduction efforts could in some instances have an effect on our
bilateral relations.

Second, it is clear that there are significant adverse side effects
of supply reduction efforts: young, casual users of drugs are
stigmatized by arrest; the health of committed users is threatened by
impure drugs; black markets are created and with them significant
possibilities for corruption of public officials; and crime rates increase,
a3 users attempt to meet the rising cost of scarce, illegal drugs.

Finally, no supply reduction effort can be completely effective. Even
if we were willing to drastically restrict civil liberties—which we are
not—or spend enormous sums on supply reduction efforts, some drugs
would continue to flow into illicit markets. Further, supply reduction
is not very effective in discouraging the casual illicit use of legitimate

* Schasre, Robert, “Cessation Patterns Among Neophyte Users,” International
Juurnal of Addiction, Vol. I, No. 2, 1966.

¢ Robins, Lee, “The Vietnam Drug User Returns; Final Report,” SAODAP,
Sept., 1973, )
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drugs, since it is practically impossible to develop a system of controls

‘that will prevent legitimate drugs from occasionally being available to

illicit users.

Listing the costs and limitations of the supply reduction strategy
is not meant to imply that supply reduction efforts are not justified;
on the contrary, the task force believes that the effort to control
availability through supply reduction should remain a central element
of our strategy. But we must be mindful of the consequences of supply
reduction efforts, so that we concentrate on ways of securing the bene-
fits of supply reduction while ameliorating, to the extent possible, its
adverse effects.

Balancing supply reduction efforts with complementary demand
reduction efforts is one way to reduce the adverse costs of supply
reduction, as well as being itself another avenue for reducing drug
abuse. For example, the availability of treatment gives the drug user
who finds drugs becoming scarce and expensive an alternative. The
problems created for users by high prices, impure drugs, uncertain
doses, arrests, and victimization by other drug users can be reduced
by making a range of treatment easily available to users.

In fact, supply reduction and demand reduction are not only
complementary in that one compensates for the limitations of the
other, they are also interdependent, in that increases in the resources
devoted to one activity will be most effective only if increased resources
are simultaneously devoted to the other.

For example, reduced drug availability increases pressure on drug
users to seek treatment. If law enforcement is intensified in a city,
additional treatment capacity will be required to care for the increased
number of addicts forced to seek treatment. A good illustration of
this oceurred during the East Coast heroin shortage of 1973, when the
number of people seeking treatment grew by 42 percent.

Secondly, demand reduction efforts complement the limited but
valuable prevention effects of supply reduction efforts. Programs to
provide employment, counselling, and recreation may succeed in
preventing experimentation with drugs among inner-city youth
despite the difficulty of substantially decreasing the availability of
drugs in those areas.

For many years, social and Jegal policy dichotomized drug use as
either a “criminal’” or “‘social”’ problem. The fact is that it is both at
once, and that activities aimed at reducing supply (including law
enforcement) and those aimed at reducing demand (prevention,
treatment, and rehabilitation) are mutually supportive. Thus, a
balanced program of supply and demand reduction should be the
cornerstone of the Federal strategy to reduce drug-abuse in America.

81-443 0 - 77 - 18
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SUPPCRTING THEMES

In addition to confirming the validity of the basic strategy of
balancing mutually supportive supply reduction and demand re-
duction activities, the experiences of the past six years, in which the
drug program has been a major priority of the Federal Government,
have taught us important Jessons. These lessons become general themes
which underlie findings, conclusions, and recommendations contained
in the chapters which follow. Together with the supply/demand
balance, these themes form the basis for the comprehensive Federal
strategy to combat drug abuse. They are:

1. We must be realistic about what can be achieved and what the
appropriate Federal role is in the war against drugs. We should
stop raising unrealistic expectations of total elimination of
drug abuse from our society. At the same time, we should in
no way signal tacit acceptance of drug abuse or a lessened
commitment to continue aggressive efforts aimed at eliminating
it entirely. The sobering fact is that some members of any
society will seek escape from the stresses of life through drug
use. Prevention, educadon, treatment, and rehabilitation will
curtail their number, but will not eliminate drug use entirely.
As long as there is demand, criminal drug traffickers will make
some supply available, provided that the potential profits
outweigh the risks of detection and punishment. Vigorous
supply reduction efforts will reduce, but not eliminate, supply.

~ And reduction in the supply of one drug may only cause abuse-
prone individuals to turn to another substance.

All of this indicates that, regrettably, we probably will
always have a drug problem of some proportion. Therefore
we must be prepared to continue our efforts and our commit-
ment indefinitely, in order to contain the problem at a minimal
level, and in order to minimize the adverse social costs of drug
abuse.

We must develop better measures of program progress than
the “addict counts” or gross seizure and arrest statistics waich
have been used in the past, and we must educate the public
to shift its focus to the more relevant trend, availability, and
quality arrest data which are available.

Further, we must be realistic about what the Federal Gov-
ernment can and cannot accomplish in this area. It can play
a major role in limiting supplies of drugs, in maintaining a
widespread treatment capacity, and in providing technical
assistance, research, demonstration, and evaluation. It can
take the lead in enlisting the cooperation of other nations of

5
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the world in suppressing the production of illicit drugs. Tt
can provide leadership in our domestic effort to reduce the
levels of drug abuse, particularly if our national leaders cleaily
articulate their commitment to this effort.

We must recognize, however, that the Federal Government
cagrnot single-handedly eliminate drug abuse or its effects on
our society. Only through the combined efforts of the Federal,
State and local governments, private individuals and busi-
nesses, and a variety of local organizations, working together,
can we hope to ultimately succeed in this vital undertaking.

. Not all drug use is equally destructive, and we should give priority

in our treatment and enforcement efforts to those drugs which
pose the greater risk, as well as to compulsive users of drugs of
any kind. At any given level of consumption, different drugs
pose different threats to the behavior and condition of users.
Further, at high levels of consumption—particularly with
intravenous injection—the effects are vastly increased. Public
policy should be most concerned with those drugs which
have the highest social cost.

This does not suggest devoting all resources to the highest
priority drugs, and none to lower priority drugs. All drugs are
dangerous in varying degrees and should receive attention.
But where resource constraints force a choice, those drugs
with the potential for causing the highest social cost should
be given priority.

. Supply reduction is broader than law enforcement and we should

utilize a variety of supply reduction tools. Federal supply re-
duction efforts should be targeted at all aspects of illicit pro-
duction (or diversion from licit production) and distribution
of drugs. The activities involved range from crop substitution
and economic development to interdiction of illicit shipments
and the removal of important traffickers from the supply
system through long prison terms. More effective regulation
and monitoring of the legitimate production and distribution
of drugs such as amphetamines and barbiturates, which are
also abvsed or used illicitly, is one reduction tool which should
receive greater attention than it does now.

Undertaking a comprehensive supply reduction program
requires the cooperation of many foreign nations and the active
participation of numerous Federal, State and locsl agencies.
Full utilization of all resources should be encouraged, and closer
cooperation fostered to ensure that all are contributing op-
timally to. the overall supply reduction effort.
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4. Federal law enforcement efforts should focus on the development of

magor conspiracy cases against the leaders of high-level trafficking
net-works, and should move away from *‘street-level” activities.
The most effective way to control and reduce supply is to im-
mobilize large trafficking networks through the prosecution
and conviction of their leaders. Since the leaders of trafficking
organizations normally insulate themselves from overt illegal
acts by delegating these acts to subordinates, conspiracy cases
often are the only effective means for the law to reach them.

To optimize the development of conspiracy cases, (1) higher

priority should be placed on developing and analyzing opera-
tional intelligence, (2) the percentage of Federal agent time
spent on ‘‘street-level” activities should decline, and (3) co-
operation with border interdiction forces and with State and
local police forces must be improved. This last item, improving
cooperation with border interdiction and local police forces, is
also important to insure that other vital law enforcement
efforts continue to be adequately performed.
. The current treatment focus of demand reduction efforts should be
supplemented with increased attention to prevention and vocational
rehabilitation. The bulk of Federal resources and attention have
gone for treatment since the drug program was elevated to a
high priority. In light of the acute need which existed at that
time, this focus was clearly necessary.

Yet, treatment is a response to a problem which has already

developed. Given the difficulties of successful treatment, it is
obvious that effective programs which prevent the problem
before it develops are highly desirable. Similarly, vocational
rehabilitation during and after treatment which enhances the
probability that a former abuser will not return to drug use
should be given priority. The task force believes both these
areas should be important parts of the overall demand reduec-
tion program.
. Neither successful prevention or successful rehabilitation is drug
specific; both should be closely integrated with other social pro-
grams. The successful prevention models which exist have
not been drug specific. That is, they have dealt with the broad
range of adolescent problem behavior—drug use, alcoholism,
truancy, and juvenile delinquency. Further, the more success-
ful programs have been tailored to the specific problems and
resources of a local community. Thus, prevention should be
centered in broad range, community-based programs. The
Federal role should be catalytic in nature, providing technical
assistance, training, and limited seed money.

7
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Rehabilitation is a critical step in returning a drug user to a
productive life. Individuals need help in developing or re-
covering skills which enable them to support themselves.
Some need basic schooling, vocational counselling, and skills
{raining; some need a form of supported work; and still others
simply need a job. All of these services are provided by existing
community manpower services; we must be sure that they are
available to former drug users and stabilized patients in
treatment.

® In addition to these six programmatic themes, there are four

-,

themes related to effective management of the drug program at the

Federal level which are woven into the task fo.ce’s recommendations.

1.

Ay

e
o

Cabinet management should be sirengthened, and direct White
House involvement should be resiricted. A central theme of this
Administration is that program management is properly a
function of the Cabinet departments, and White House
involvement should be restricted to participating in major
policy decisions, maintaining oversight to ensure that the
President’s policies and directives are being effectively im-
plemented, and assisting in interagency coordination.

This theme meets the current needs of the drug program.
During the past several years, a great deal of direct White
House involvement was required to get the major drug agen-
cies launched and to ensure that the Federal Government's
commitment to the drug program was implemented. Now
that these agencies have been in existence for several years,
they are capable of assuming greater responsibility for pro-
gram management and coordination.

. We must more effectively mobilize and utilize all the resources

azailable in the Federal Government, Staie and local governments,
and the privgte community. While the task force endorses the
“lead agency’’ concept, we believe that opportunities exist
to more fully utilize the resources of the U.5. Customs Service
and the FBI within an integrated Federal law e¢nforcement
program, and to utilize vocational rehabilitation services avail-
able in the Department of Lebor as part of & comprehensive
demand reduction program. Further, the Federal Government
should take the lead in mobilizing the enormous potential
resources available in State and local law enforcement agen-
cies, and in State, local, and private prevention, treatment,
and rehabilitation services. Only through full utilization of
all available resources, and close cooperntion among all in-
volved agencies, can we hope to reduce the extent of drug
abuse in America.
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There 1s a significant need to improve the efficiency and effective-
ness with which the drug program is managed. During the period
of rapid growth in the drug program, there was little time
for addressing management issues; rather, the focus was to
launch a large drug program as rapidly as possible. Now that
the program (and new agencies) have matured, it is time to
consolidate the gains that have been made and to strengthen
program management.
Improvement is necessary in three areas:
¢ Effectiveness of management within agencies.
e Coordination between and among agencies.
¢ Evaluation and follow-up of program and research
results to determine their impact in reducing drug
abuse in the United States.

. Significant progress can be made without requiring the commitment

of substantial additional resources. This is really the net result
of implementing the preceding strategies and themes. In sum-
mary, a great deal of progress can be made in both supply and

demand reduction efforts through better utilization and target-

ing of existing resources.

* * % * * *

Before discussing specific recommendations for improving supply
and demand reduction efforts, Chapter 2 examines the nature and
extent of the drug problem in an effort to establish an understanding
of the task which faces the Nation. Chapters 3 and 4 discuss the task
foree’s evaluation of supply and demand reduction efforts, respectively,
and present specific recommendations for improvement. Chapter 5
pulls the program together by discussing overall program manage-
ment. The major conclusions and recommendations are summarized
in Chapter 6.
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2. ASSESSMENT OF THE
CURRENT SITUATION

The cost of drug abuse to the nation is staggering. Counting narcotic-
related crime, addicts’ lost productivity, and treatment and preven-
tion programs as major items, estimates range from a conservative
$10 billion upwards to $17 billion & year; and there is no calculating
the social toll in terms of lives ruined and homes broken. This chapter
attempts to put this problem in perspective by discussing the current
situation in detail. Then it draws on this assessment to make recom-
mendations concerning Federal priorities.

The terms ‘‘drug abuse' and ‘“‘drug problem’ mesn different things
to different people. For the purposes of this assessment, “drug abuse’
is defined as non-medical use of any drug in such a way that it ad-
versely affects some aspect of the user’s life; i.e., by inducing or con-
tributing to criminal behavior, by leading to poor health, economic
dependence, or incompetence in discharging family responsibilities, or
by creating some other undesirable condition. Using this definition,
the “‘drug problem” is the total effect on society of these adverse effects
of non-medical use of drugs, not only the physical effects of drugs on
the individuals using them.

Because we are unable to accurately measure the adverse effects
of drug use, we frequently use the number of users as an indicator
of the magnitude of the drug problem. In using estimates of the total
number of users as a measure of the problem, we must keep several
factors in mind:

1. The magnitude of the drug abuse problem is related to the par-
ticular drug being used. At any given level of consumption,
different drugs pose radieally different threats to the behavior
and condition of users.

2. The magnitude of the drug abuse problem is related to the fre-
quency and quantily of consumption (or “‘use pattern'). At high
levels of consumption—particularly with intravenous admin-
istration—the user’s behavior and physical condition may
deteriorate rapidly. For this user, a reduction in drug con-
sumption is likely to significantly alter behavior and therefore
impact on the druy problem.

On the other hand, at low levels of use, drugs are probable
not particularly important in a user’s daily life, so reducing
his already low consumption is unlikely to have much impact
on behavior or health. Thus, the largest portion of the drug

11
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abuse problem (and the portion where efforts at reduction
should be focused) is created by chronic, intensive users of
drugs.

3. These factors are interrelated. The likelihood of advancing to
chronic, intensive levels of consumption differs from drug to
drug and from individual to individual. Users of dependence-
producing drugs such as heroin are more likely to advance to
high levels of use than are users of non-dependence-producing
drugs such as marihuana.

Thus, in using estimates of numbers of drug users as an indicator
of the drug abuse problem, it is important to distinguish among drugs
being used, to recognize the variation of use patterns, and to prediet
how use patterns will change over time. These factors, much more than
the absolute number of users, determine the magnitude of the drug
abuse problem.

Chart 1 shows the results of the most recent national statistical
sample of drug use taken in the Fall of 1974. It shows that a majority
of both adults and youth have used alcohol and tobacco,! and that
exposure to marihuana and non-medical use of so-called “dangerous

Choart 1
USE OF VARIOUS DRUGS: FALL 1974
Youth (12-17) Adults (18 and above)
60% 40% 20% 0 20% 40% 60%
A L t 1 1 1 1 1 1 1 1 1 1

Alcohsl = AT //////
Tobacco
Maribuane

Non-medical use: Psychoactive drugs

LSD; other hallucinogens

Ever used
- Used in last month

Heroin 2 *]ess than 19%

Cocaine

Source: National Institute on Drug Abuse, 1975

! See note concerning alcohol and nicotine on opposite page.
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drugs” ? is widespread. The dark bands show recent use and, because
the adverse effects of drug use are associated with frequent, habitual
use, are a better measure of the drug problem.

NOTE CONCERNING ALCOHOL AND NICOTINE

Although aleohol and nicotine are the two most widely used drugs in the
United States today, and are clearly psychoactive or mood-altering sub-
stances, their use and its consequences are not a central theme in this study.
The task force excluded them from extensive consideration because public
and social policy regarding these drugs is significantly different than that
regarding the other drugs being discussed. Alcohol and nicotine are legally
obtainable and socially acceptable drugs; with a few exceptions, the drugs
considered in this report are not.

Clearly, alcohol and nicotine are honafide substances of abuse whose
use often create significant adverse social costs and consequences. As such,
they should be dealt with along with other substances of abuse. The task
force recognizes this interrelationship and encourages efforts to integrate
all elements of substance abuse into broader health care programs, as is now
being done in the Veterans Administration.

Ilowever, it must be remembered that the development of a discrete drug
abuse health care delivery system was necessary because existing systems
did not respond to the need of the hard-core narcotic addiet and other
chronic drug abusers. In part, this was due to a reluctance-~not evident in
the area of alcohol treatment of existing treatment units to treat what
was considered to be a less degirable population of drug abusers,

Consequently, unlike alcohol, which har o greater historical basis of
support and integration within community health eare delivery systems,
and which veceives the vast majority of its financial support from non-
Federal sources, other drugs of abuse required Federal intervention to
provide needed treatment and prevention services. The Federal Govern.
ment has taken a direct lead in the development and support of drug abuse
prevention and treatment services which should ultimately be effectively
and fully integrated into other community health systems. The tack force
supports those activities which are designed to better integrate the various
programs developed to respond to the problems of substance abuse,

In this chapter, each of the principal illicit drugs is discussed in
turn, with a summary of historical trends in use, availability, and
supply, followed by a description of the current situation. Finally, the
concluding section of this chapter examines the overall social cost of
each drug, and recommends a priority for Federal efforts.

? The term "‘dangerous drugs” is commonly used to refer to the non-medical
use of prescription or over-the-counter tranquilizers, barbiturates, and amphet-
amines and other stimulants,

13
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A —PRINCIPAL DRUGS OF ABUSE

While it is convenient for the purposes of discussion to consider
each of the drugs of abuse separately, in practice, these drugs are
often used in combination. Even some heroin addicts do not use heroin
exclusively. This multiple drug use occurs for a variety of reasons:
beginning users often experiment with a variety of drugs singly and
together in quest of novel experiences; experienced drug users some-
times use combinations of drugs for the more intense combined effect;
and sometimes one drug is substituted for another which is unavailable.

These complicated patterns of drug use make it difficult to estimate
the true scope of the drug problem. For example, estimates of the
number of current abusers of different drugs are not necessarily addi-
tive, since a single individual may be counted in several groups.

Multiple drug abuse is not discussed in detail here because little
reliable information is available about the combined effect of various
drugs; however, research is in progress, s the matter is one of in-
creasing Pederal concern.

HEROIN

Heroin, The name itself evokes fear in most of us, and many consider
heroin to be the drug problem. Most of the Federal effort in the drug
abuse field has been directed at it. The concern is well founded; heroin
is a very serious drug of abuse. But despite the attention it has re-
ceived (and perhaps because of it) heroin remains one of the most
misunderstood drugs and continues to be surrounded by many myths.
Hopefully, this chapter will help dispel some of the myths and place
the problem in its proper perspective.

Historical Trends

In 1965, an epidemic of heroin use began in the United States.
New use (or incidence) increased by a factor of 10 in less than seven
years.? Both hepatitis data—important as an indicator because of
the high rate of hepatitis among heroin users—and incidence data
obtained from clients in treatment demonstrate this phenomenon
(see charts 2 and 3).

3 Incidence refers to the number of new users during a stated period of time;
Prevalence refers to the total number of users at a particular point in time.

14
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This widespread epidemic was composed of several smaller ones
linked by a diffusion process which was surprisingly fast. The epi-
demic began among minority populations living in metropolitan areas
on both coasts (e.g., New York City, Washington, D.C., Los Angeles,
San Francisco). It spread quickly to other populations living in those
same metropolitan areas, and then to other large metropolitan areas
(e.g., Detroit, Boston, Miami, Phoenix). By about 1970, heroin use
had begun to appear in smaller cities in the United States. Chart 4
shows the incidence of narcotic-related hepatitis among blacks and
whites, and among men and women.

Chort 4
SPREAD OF NARCOTIC RELATED HEPATITIS

TO WHITES TO WOMEN

~—100%
Black Men

77

White Women
/. f

1969 1971 1973 1969 1971 1973

Source: Viral Heptatitis Surveillance Program Reports

Chart 5 shows the spread of heroin use to new metropolitan areas
derived from DAWN emergency room visits.*

4 Drug Abuse Warning Nelwork (DAWN), a data acquisition system which

routinely colle-4s information from emergency rooms, medical examiners’ offices,
and crisis centers indicating trends in drug abuse.
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Chart 5
“AGE" OF HEROIN PROBLEM IN MAJOR CITIES

% first Heroin use ’
1970-74
Los Angeles................... 27%
New York..eovereieiniarnnnanns 33
Detroit vovviverieiirnennsnnnnes 53
Boston «.iiiiiiiiiiiiiiiiennnes 59
Minneapolis .c.vovviviiiiin... 60
Migmi voviiininiiniiniinninnn,, 75
PhoeniX.uovveeeiiniineinnnans. 75

Source: Derived from DAWN data

This sudden upsurge in heroin use sparked an intensified effort by
the Federal Government to reduce the supply of heroin and to seek
new methods of treating heroin addicts. In 1972, as a result of this
effort, the upswing in incidence and prevalence of heroin use was
interrupted, and there was a subsequent decline throughout 1973.

There are at least two interdependent factors which contributed to
this decline in the magnitude of the heroin problem.

o The availability of a nationwide system of drug abuse treat-
ment and rehabilitation services provided addicts with an
alternative to street life and an opportunity to return to a more
productive role in society.

» Law enforcement officials at all levels of government put
unprecedented pressure on the distribution system. It became
much more difficult, if not impossible, for an individual to
secure drugs, and those which were available were of low purity.
Central to the reduction in the supply of heroin was a combina-
tion of the Turkish opium ban, aggressive enforcement by the
police of several European countries (particularly France) and
several significant international conspiracy cases made by Fed-
eral enforcement agencies. These combined efforts produced a
shortage of heroin on the East Coast, which was reflected in
higher street prices and lower purity (see Chart 6).

’
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Chart 6
RETAIL HEROIN AVAILABILITY: APRIL 1972 TO MARCH 1975
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The effects of these efforts were clear. In the cities on the East
Coast where an estimated half of the users lived, heroin use declined
significantly.

In Washington, D.C., for example, hoth incidence and prevalence
declined significently.’ The decline in the number of new users was
shown through dramatically reduced numbers of clients with a recent
onset of heroin use coming into treatment. The decline iu the total
number of users was reflected in declining heroin overdose deaths and
diminishing rates of detection of heroin among arrestees.

During the perlod of the Kast Coast heroin shortage, Mexico
emerged as 8 major source country. Mexico’s share of the U.S, illicit
heroin market (measured by heroin removals from the U.S. markest
resulting either from seizures or undercover purchases) increased
from about one-third to about three-fourths between 1972 and 1974.

5 ‘While it is sometimes misleading to use single cities as indicators of general
trends in drug use, the experience of Washington, D.C., during this period of
shortage illustrates developments in other Kast Coast cities, where a similar,
but less dramatic, pattern existed.
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At the same time, the share supplied by the French-Turkish con-
nection fell from slightly more than half to less than 10 percent,
gas shown in the following table:

APPROXIMATE SHARE OF U.S. HEROIN MARKET

[In percent}
1972 1073 1974
France/Lebanon—Certain. . _ .. . __..____ 43
Probable_ ..o ool 10 } 53 13 9
Southeast Asia,_ . 7 17 12
M EXIC0 - o e e e 38 63 77
U KOOWN e e e 2 2 1

Note.—Estimates® based on the Drug Enforcement Administration’s Heroin
Signature Program.

Mexico assumed this major importance not solely because traffickers
operating in Mexico expanded their supply capabilities, but because
other sources had disappeared and the total market had declined.
In effect, Mexico became a large component of a reduced national
market. By 1974, Mexico’s supply capabilities had increased to &
point where it was offsetting some of the reduced supply from France
and Turkey. Thus, the task force estimates that the total supply
available in 1974 was higher than in 1973, but still lower than in 1972.

Chart 7

SOURCES OF HEROIN

France/l.ebanon .
M
SE Asie oxice

Share o} total

Source: DEA Signature Program
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Current Situation

‘While data for 1975 are not as clear as the historical data, we can
discuss several important features of the current situation.

1. There are several hundred thousand daily chronic users of
heroin not currently in treatment.® These chronic users repre-
sent only a small percentage of those who have ever used
heroin.

2. Incidence and prevalence of heroin use remain high on the
West Coast and Southwest Border, areas which were not
affected by the East Coast heroin shortage.

3. The East Coast heroin shortage appears to have leveled off
and heroin is becoming more available. After increasing three-
fold over the period from June 1972 to March 1974, the price
of heroin on the East Coast has remained steady. The rise in
purity throughout 1974 combined with steady prices indicates
increasing availability.

4, A number of cities which showed a decline in heroin use in
1972-1973 are now reporting an increase in prevalence based
on rising numbers of heroin-related emergency room visits
and heroin-related overdose deaths. These cities are also
experiencing rising heroin purity. All these factors indicate
a deteriorating situation.

5. A number of serious threats to supply reduction efforts exist
which could, if left unchecked, increase the street availability
of heroin. Illicit supplies from Mexico continue to pose a
serious problem despite the commendable efforts of the Mexican
Government. Illicit production in Southeast Asia remains
the highest in the world, and the fact that new trafficking
routes have been established to Northern European cities is
worrisome. While it appears that Turkey is effectively control-
ling its current poppy crop, if such control diminishes the
amount of heroin reaching the United States could increase.

¢ The task foree debated including a more precise estimate, but concluded that
any number used would be imprecise, highly influenced by the estimating method-
ology, and subject to misinterpretation if compared to other estimates based on
different methodologies. The simple fact is that it is neither possible nor particu-
larly relevant to make a specific estimate of the number of addicts: not possible
because of the imprecision of available estimating methodologies and the diffi-
culty of defining precisely who is an addict; and not relevant because other
data—trends in availability as measured by price and purity, patients in and
waiting for treatment, drug related deaths, hepatitis cases, etc.—are better meas-
ures of whether things are getting better or worse. All of these measures indicate
that significant improvement was made all through late 1972 and 1973, and that
conditions have been gradually worsening since early 1974, While they have not
yet returned to the levels of 1972, the trend is definitely upward.
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6. The demand for treatment continues to grow and is geograph-
ically dispersed. Whether this growth in treatment demand is
the result of an increasing pool of users, of users recycling
back into treatment or the result of more effective outreach
efforts by treatment agencies is not altogether clear. It is
likely, however, that an increasing pool of users is responsible
for at least some of the growth in demand for treatment.

These signs, taken together, are ominous. They indicate not only
that the work of 1972-1974 is uncompleted, but that some of the
signuicant gains that were achieved during this period have been
lost and that new losses may accumulate unless our efforts in supply
and demand reduction are intensified.

BARBITURATES, TRANQUILIZERS AND AMPHETAMINES

The various “dangerous drugs’ present a special problem, for, un-
like heroin, cocaine, and marihuana—which are totally illegal—these
categories of drugs are frequently prescribed by doctors for valid
medical purposes. The existence of this legal market vastly compli-
cates control problems and, as a consequence, procurement in the
illicit market has tended to be easy and inexpensive.

Historical Trends

At present, we are unable to track trends in the use and sources of
these “dangerous drugs’” as well as we can for heroin. However, it is
clear that their use has increased rapidly in the United States during
the last decade. Two different trends have led to this growth:

1. These drugs are being prescribed more frequently and used more
often in the general population. Currently, about 25 percent of
adult Americans have used one or more stimulants, sedatives or
tranquilizers during the last year. Most of this use is under
medical direction and controlled by prescription. But uncon-
trolled non-medical use of these drugs has grown sharply dur-
ing this period of increasing usage. Currently, active non-medi-
cal use of these drugs is estimated to be 5 percent among the
adult population, or 7 to 8 million Americans.

2. Nonmedical use of prescription drugs has become widespread
among youth (especially students), a trend which roughly
duplicates the recent history of wholly illegal drugs. Not only
are common substances such as amphetamines and barbiturates
widely abused, but there has been a continuing stream of
“fad” drugs. Since 1972, this unsupervised use by young people
has apparently leveled off.

Both trends are apparent in a series of surveys of different portions
of the population as shown in Chart 8.
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Chart 8
TRENDS IN THE USE OF DANGEROQUS DRUGS
BARBITURATES — SEDATIVES
EVER USED 1968 1969 1970 1971 1972 1973 1974
; | Sampie of Adult - - - - e - e
Nottonal 2omele of Yoothe - = - - 3% = 56
Regicna! Sample of High .
i_hoo: Groduater ° - — 16% 18% 155 15% 1
N o] Grmperes @ - 6% 9% - - - 19%
BARBITURATES - SEDATIVES
WITHIN LAST YEAR 1968 1969 1970 1971 1972 1973 1974
Notional Sample of Adults b - - - - - 1%
rk(ali.unallfumplle off Lqu;lhs - - - - —_ —_ 3%
N?;'r?::: Grad .137:7 ,'gh - - 5% 6% 5% 5% )
Yopna] Bomple of His - 3% 4% — —_ — 6%
AMPHETAMINES = STIMULANTS
EVER USED 1968 1969 1970 197 1972 1973 1974
jonal Semple of Adult - - - - 5% - 6%
E:;;;::I Somple of Yauths = = = = 3 = 5
Sgional gomple of Hish 16% 20% 20% 3% 4% 2% 19
Netipnol domple ot Hish — 9% 15% - — - 2%
AMPHETAMINES — STIMULANTS
WITHIN LAST YEAR 1968 1969 970 1971 1972 1973 1974
National Somple of Adults - - - - - —_ 2%
Rla'l‘unull sumplle cf' Lqu;‘hs —_ — -— — - - 3%
“Sehool Graduates © % 8% 7% 9% 10% 8% 7%
National Sample of High
School Graduates —_ 9% 13% — o~ — 2%

These drugs are much more readily available in the illicit market
than are wholly illicit drugs such as cocaine and heroin. This ready
availability is reflected in the relatively low cost of a day-long “binge”
with tranquilizers and amphetamines: less than $10, compared with
$50-$100 per day for heroin or cocaine. The individual and social
cost of dangerous drug abuse is, however, as high as that of almost
any other abused substance.

There are three important sources of ‘‘dangerous drugs'’: (1) Diver-
sion from legitimate domestic production and distribution; (2) illicit
domestic production; and (3) illicit foreign production and smuggling.

It is possible to estimate the share of the illicit market from each
source by looking for tell-tale “signatures’” on seizures and undercover
purchases made by law enforcement officials. (Signatures can be as
complicated as a trace chemical due to faulty processing or.as simple
as a letter stamped on each tablet.) While these signatures are some-
what less developed than are the signatures for heroin, the estimating
procedure provides the best available indicator of the relative market
share of the various sources of ‘‘dangerous drugs.”

Barbiturates are primarily a diversion problem, methamphetamines
are primarily a problem of illicit production, and amphetamines are
obtained from both sources.” The share of the illicit market for

7 Chart 13 in chapter 3 illustrates relative market shares.
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methamphetamines diverted from legitimate sources has decreased
dramatically, and the share for amphetamines has decreased somewhat,
both declines reflecting significant quota tightening by the Drug
Enforcement Administration (DEA) under the Controlled Sub-
stances Act. At the same time, the share from legitimate sources for
barbiturates has remained roughly constant.

Current Situation

Based on the survey data summarized in Chart 8, we can make the
following general statements about the use of these drugs:

First, chronie, intensive, medically unsupervised use of ampheta-
mines and barbiturates probably ranks with heroin use as a major
social problem. Even if we restrict our attention to users “in
trouble’”’—meaning those who regularly use a number of these drugs
for non-medical purposes—a large group is involved.

Chart 9 illustrates how this estimate of users “in trouble” is derived.
Assuming = substantial overlap among drugs, this chart shows that
there are still more than one-half million regular, medically unsuper-

vised users of different ‘“‘dangerous drugs.”

Chart 9
REGULAR USE OF DANGEROUS DRUGS
% of Population aged 14 or over
Regular
Regular Non-Medical Number of

Ever Used Regular Use Non-Medical Use Multiple Drugs Users in trouble

Sedatives 5.7% 2:3% 0.3% 0.2% 270,000
300,000

Stimulants 3. 1.8 0.7% 0.3 400,000
490,000

Tranquilizers 9.1 4.9 1.6% 0.3 400,000
490,000

Second, the problem could easily get worse. Serious individual and
socinl consequences from drug use occur primarily among chronic,
intensive users. Until recently, only a small fraction of all users of
these drugs fell into this category.
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However, the probability of moving to a chronic, intensive use
pattern is related to the age at which one began using drugs, as well as
the number of different drugs used and the length of time since fivst
use. We know that a large number of people: (1) Began using drugs in
the early 1970’s in their mid-teens; and (2) have used many different
drugs. If many in this group follow the traditional pattern of falling
into chronic use around age 20, the number of “in trouble” users of
dangerous drugs will increase substantially.

COCAINE

Cocaine, though available for many years, is the new “in” drug,
and the various implements and rituals associated with the use of
cocaine have recently become subject to extensive commercial
exploitation.

Historical Trends

Except for use in several highly publicized “in-groups” (e.g., musi-
cians), cocaine use in this country was apparently insignificant as
late as the early 1960’s. Since then, however, use has increased rapidly,
a trend which has received a great deal of attention in the press.

The increasing popularity of cocaine is reflected in law enforcement
data. Since 1970, there has been a steady upward trend in the amount
of cocaine seized en route to the United States from South America.
DEA seizures and undercover purchases of cocaine have increased
steadily in the last five years, both in the United States and inter-
nationally. Cocaine arrests by State and Federal agents have also
risen sharply.

Virtually all of the cocaine entering the United States comes from
South America and principally frnm Colombia, where the refining
process is completed.®

Current Situation

Chart 1 showed that 4 percent of youths and 3 percent of adults
have used cocaine at least once, and that 1 percent of each group used
it in the month prior to the survey.

Rates of cocaine use vary greatly among specific groups within the
general population. In a nationsal survey conducted in 1972, 1.2 per-
cent of junior high school students, 2.6 percent of senior high school
students, and 10.4 percent of college students reported experience
with cocaine. Almost half of those youths reported that their first
use occurred recently—that is, during the previous twelve months.

8 The finished coeaine is smuggled from Colombia into the United States by a

variety of routes; direct, through Mexico, through the Caribbean, and even
through Europe or Canada.
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Additional studies indicate that as many as 16 percent of male high
school graduates followed in a national sample had used cocaine st
some time during the five years following graduation. There are other
subpopulations in which use of cocaine is al=o high.

The data indicate that cocaine is used for the most part on an oc-
casional basis (several times a month or less); usually in the company
of others; and is likely to be taken in combination with alcohol,
marihuana, or some other drug. Cocaine is not physically addictive,

About one percent of patients admitted to Federally funded treat-
ment facilities reported cocaine as their primary drug of abuse; an
additional 12 1o 13 percent reported that they used cocaine in asso-
ciation with other drugs, mainly heroin. Thus, the data obtained from
treatment programs and surveys generally reflect the fact that cocaine,
as currently used, usually does not result in serious socisl consequences
such as crime, hospital emergency room admissions, or death.® The
implications of this conclusion are discussed later in this chapter.

In summary, although the rate of increase of first use of cocaine
is alarming, significantly less is known about cocaine use in the United
States than about the other drugs described in this assessment.

MARIHUANA 0

Marihuana is the most widely used illicit drug, with an estimated
20 percent of Americans above the age of 11-—25 to 30 million people—

¢ The phrase ‘‘as currently used” is important. The effects of cocaine if used
intensively-—particularly if injected—are not well known, but recent laboratory
studies with primates, as well as reports of the effects of chronic cocaine injection
during the early 1900’s suggest that violent and erratic behavior may result.
For this reason, the apparently low current social cost must be viewed with
caution; the social cost could be considerably higher if chronic use began to
develop.

10 A oreat deal of controversy exists about marihuana poliey. On the one hand,
recent research indicates that maribuana is far from harmless, and that chronic
use can produce adverse psychological and physiological effects. Therefore, its
use should be strongly discouraged as a matter of naticnal policy.

However, in light of the widespread recreational use—and the relatively low
social cost associated with this type of use—the Federal Government has been
deemphasizing simple possession and use of marihuana in its law enforcement
efforts for several years. For example, very few persons are arrested by Federal
agents for simple possession and use; those who are charged with this offense
normally are also being charged with some other, more serious offense as well.
However, vigorous law enforcement aimed at major lrafickers has been and
should continue to be undertaken at the Federal level.

The task force endorses this moderate view and espects the lower priority
that has been established for marihuana will also be reflected in our demand
reduction efforts by the elimination of many non-compulsive marihuan. users
now in our treatment system.
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having used it at least once. In short, marihuana has joined alcohol
and tobaceo as one of the most widely used drugs in the United States.

Historical Trends

National attention first focused on marihuansa following reports of
widespread use during the mid-1930’s. Discussion culminated in
legislation which imposed Federal criminal sanctions against both the
distribution and use of marihuana. Although proscribed by Federal
law, the use of marihuana continued during the ensuing years, but
at relatively low levels. Marihuana use was most common among
urban minority groups and Mexican-American workers in the South-
west during this period.

A significant increase in the use of marihuana began to occur during
the mid-1960’s when its use became associated with artistic and anti-
establishment life-styles; use then rapidly spread across geographic,
demographic, and social boundaries.

The sources of supply have traditionally been Mexico, the Caribbean
and South America. They remain so today.!!

Current Situation

Rates of marihuansa use have been rising steadily over recent years
as shown in chart 10.

Chart 10
TRENDS IN THE USE OF MARIHUANA
EVER USED . '
1968 1969 1970 1971 172 w3 1o
National Semple of Aduls — — — 15% 3 = %
Eﬁx.gﬁix 55231': :eruE!hss - _ — 13% 14% - 23%
“glon! gample, of High 32% 40% 43% 50% 51% 55% -
Sample of High
Nelone] Qe ooy e - 20% 35% - - - 2%
CURRENTLY USED
1968 1969 1970 1971 1972 1973 1974
National bomple of Adults —_ — - 5% 8% —_ 7%
Eu!lonull Samplle of‘ You;‘hs - - - % % bt 12%
“Sibnal Graduares 9 182 25% 5% 2% 5% % 3am
S
Netlpnal Jemple Hiah - I 9% - - - 0%

1 1In addition, there is an unknown but presumed small amount of domestic
growth. .
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Current e:timates suggest that up to 20 percent of the general
population over the age of 11 has used marihuans at least once, and
that use is encountered in nearly all population groups. Over 40 per-
cent of those who have ever used marihuans are current users, and at
least half of the current users use it at least once a week.

Rates of use mey be considerably higher or considerably lower,
depending on the segment of the population under study. The highest
rates of use have been reported among so-called “hippies” and high
school dropouts. There appears to be a slight preponderance of males
among marihuana users, although this distribution varies considerably
from study to study. Other findings which oceur consistently include
the following:

¢ Urban residents use at higher rates than rural residents;

e Use is greater among those with higher levels of education and
income;

» Use is more frequent in the northeastern and western United
States than in other regions.

A recent development which is cause for great concern is the in-
creasing availability of the much more potent marihuane derivations—
hashish, and other preparations of high THC (tetrahydrocannabinol)
content. Unlike common forms of marihuans, these potent drugs are
known to have serious physical and social effects on the user.

DAWN provides some interesting data on various drug crises
attributed to marihuana. During the nine months between July 1973
and March 1974, marihuana comprised only one percent of all emer-
gency room drug mentions, but 51 percent of all crisis center drug
mentions. This distribution of mentions by facility type reflects the
kind of acute psychological problems likely to occur in association
with the use of marihuana, with peanic reactions or.‘bad trips”
predominating over the more life-threatening reactions which would
lead to appesrance in an emergency room.

From a treatment point of view, data show that approximately
17 percent of patients admitted to Federally funded drug treatment
programs from January to April 1975, reported marihuana as their
primary drug of abuse.”? There is considerable controversy regarding
the interpretation of these data for a number of reasons. The frequency
of use reported by these “primary maiihuana abusers’” is less than
once a week for nearly 45 percent of the patients. It seems clear that
these people do not have a serious drug problem and should not be in
treatment. Most likely, they were referred to treatment by the criminal
justice system, by schools, or by parents who were concerned about

2 This includes NIDA, VA, and DOD. When NIDA is viewed alone, the
marihuana figure is 21 percent.
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the marihuana use. But when treatment facilities are full, this is a
poor utilization of resources and these occasional marihuana users
should not be occupying treatment slots. (Chapter 4 will develop
this concept further.)

OTHER DRUGS

In addition to these four major categories of drugs, Americans
abuse a variety of other substances,

Hallucinogens 13

Except for the use of peyote in the religious ceremonies of some
American Indian tribes, the use of hallucinogens is a recent develop-
ment in the United States.

Limited, nonmedical use of I.SD began in California in the 1950’s,
but was greatly accelerated in the early 1960’s as publicity associated
with its use grew. In the early 1960’s this drug was diverted from
legitimate research sources, but by 1964 illegal manufacture of LSD
was established. Today, virtually all I.SD in the United States is
produced illicitly and, because only very small amounts are needed
to produce an effect, it is easily concesled.

Hallucinogen use is very different from mos . other drugs. Addiction,
or even extended regular use is very unusual. These drugs are rarely
used more than twice a week. Since a major reason people use these
drugs is to experience unusual mental effects, most users stop taking
these drugs entirely after the ‘“‘trips” lose their novelty.

Surveys of hallucinogen use show that most who use do so less than
once & month, and that weekly use is very rare. None of the surveys
support conclusively the widespread belief that these drugs are not as
popular as they once were, but there has been a definite decline in the
number of hallucinogen-related medical problems.

Hallucinogens can cause a number of side effects, including panic
reactions and long psychotic or depressive episodes. Most reactions
are unpredictable and the negative side effects can oceur after several
“safe trips.” The possibility of medical side effects such as chromo-
somal or genetic change has neither been thoroughly documented nor
entirely eliminated.

Solvents and Inhalants

These are chemicals that are used for a variety of medical, industrial,
and household purposes, and can also be inhaled to produce intoxica-
tion. The ingredients of these products are often unknown to the
purchaser, abuser or doctor treating an adverse reaction.

1B 18D, (Lysergic Acid Diethylamide Tartrate), mescaline, psilocybin, peyote,
ete.
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Very little is known about the pharmacology of solvents. Partial
tolerance may develop, and the effects of these substances are intensi-
fied when used with other depressants, especially alecohol.

Data on solvent use are sparse. The few available surveys indicate
that about 7 percent of junior and senior high school students may
have inhaled solvents once or twice and that about one percent of
these experimenters continue to inhale periodically.

Volatile substance abuse occurs almost exclusively among the
young, perhaps because solvents are often the most readily available
intoxicants to children. Accordingly, maturing out of the inhalant
habit is the general rule. Even heavy users will persist for only a
few vears, and then abandon solvent sniffing by their teens. (Many
of these individuals, however, then begin the excessive use of aleohol,
barbiturates or other substances.)

The fact that solvent inhalation lasts for such a short time for
most users leads o the conclusion that it is primarily a reflection of
the immaturity of those young people who become involved with it.
Nonetheless, abuse must be monitored and action taken as appropriate.
One simple action might be to use unpleasant additives in the manu-
facturing process. Further, the task force believes that the intervention
efforts using peer groups discussed in chapter 4 will help some young
people resist the pressure to experiment with these substances if and
when the inhaling of solvents becomes temporarily popular among
their friends.

B —DRUG PRIORITIES

One of the major themes of the Federal strategy discussed in chapter
1 was the importance of differentiating in terms of the particular
drug of abuse, and the frequency and quantity of use. Implicit in that
decision to differentiate is the assumption that public policy should be
most concerned with those drugs which have the highest costs to both
society and the user, and with those individuals who have chronic,
highly intensive patterns of drug use.

In order to determine the social cost of a particular drug, we should
consider the following factors:

» The likelthood that a user will become a compulsive user, either .

physically or psychologically dependent on the drug: closely
linked to this concept is the ability of the drug to produce
tolerance, requiring successively higher intake to achieve the
same result.

o Severity of adverse consequences of use, both to the individual and
to society: in terms of criminal behavior, health consequences,
economic dependence and the like. (This is discussed in greater
detail below.)
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o Size of the core problem: the number of compulsive users who
are currently suffering (or causing others to suffer) adverse
consequences.

ADVERSE CONSEQUENCES TO THE INDIVIDUAL

The adverse consequences of drug use are of two types: consequences
which are the direct result of drug use, and indirect consequences
which are associated with drug use. Direct consequences include:

o Illness or death: Illness or death can occur from overdose, a
severe toxic or allergic reaction to a drug, or from rapid with-
drawal. In New York City, drug-related deaths are a major
cause of death for males aged 15 to 25. Death due to drug abuse
is often the result of ignorance—ignorance of possible contam-
inants in drugs, ignorance of the danger of using combinations
of drugs, ignorance of the strength of the drug purchased and
of techniques to determine nonlethal doses. If drug use affects
reproductive organs, or when certain drugs are taken during
pregnancy, a second generation may suffer casualties.

e Acute behavioral effects: The paranoia produced by intravenous
injection of amphetamines can cause violent behavior and
consequent criminal acts such as rape and homicide. Acute
paranoia and extreme anxiety from the effects of hallucinogenics,
and depression (in the withdrawal state) from stimulants such
as amphetamines, are other examples of behavior effects.

e Chronic behavioral impairmeni: Adverse behavioral effects may
also be chronic as with the inertia, apathy and depression
associated with long-term heroin use. Also, impairment can
be measured in things such as loss of productivity, health
costs, welfars assistance, and criminal costs.

o Intellectual Impairment: Some evidence of intellectual impair-
ment has been reported by clinicians on the West Coast. Spe-
cifically, mental status evaluations of chronic users of hallu-
cinogens who stopped after two or more years revealed a
clinical impression not unlike that of mild chronic brain disease.

Indirect consequences include:

o Injury or death associated with impaired judgment: Potent,
mind-altering drugs such as LSD can affect judgment, which
may for example, result in accidental death by succumbing to
bizarre hallucinations, such as believing one can fly. Even a
“mild” drug such as marihuana may distort preception and
thus increase the risk of death in automobile accidents of
either a driver or pedestrian.

o Injury or death associated with conditions of use: Poor nutrition
and neglected hygiene stemming from the total focus of energy
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o

on obtaining drugs can cause damage to vital organs. Trans-
mission of viral hepatitis from shared needles is another medical -
problem of drug abusers. Young people in the drug culture are

@ particularly susceptible to pneumonia. Infections associated
with injections using unsterile needles may be fatal.

* Developmental difficulties: The potential for personality im-
pairment due to drug use is an important consequence, but
one difficult to assess. There are crisis periods in the course of
every individual’s development, but adolescence is a par-

® ticularly vulnerable period because the individual seems inun-~

d dated with crises. These crises provide an opportunity for
growth, formation of new ideas, and the emergence of a health-
ier and more mature personality. The use of drugs as a
means to deal with these crises may diminish, delay, or prevent
this maturation process.

o Barriers to social acceptance: The public image of the drug user

® is extremely negative; thus, the user is often stigmatized,

making it extremely difficult for a current or former drug user
to find acceptance in society. Moreover, arrest and conviction
for violation of drug laws results in the creation of a criminal
record which may follow a use for the rest of his life.

ADVERSE CONSEQUENCES TO SOCIETY

La

Obviously the above adverse effects to individual drug users are
society’s loss, too. But there are also more directly measurable costs
to society. A recent study estimated that the total measurable cost of
drug abuse—direct program costs, health care costs, property losses
attributable to drug-related theft, and lost productivity—was $10

® billion to $17 billion per year."

Still another way to lock at the social cost of drug abuse—one which
is of particular interest in this discussion of drug priorities because
it can be broken down by drug—is to look at drug users’ appearances
in the various institutions we have established to deal with people in
trouble. :

.~ . Among the largest and most important of these institutions are the
welfare system, the criminal justice system, and the health care
delivery system. Drug users often appear in these institutions, and
% - may be identified as users. If we assume that at least part of the
reason for their appearance is drug use, the frequency of appearance
provides one rough indicator of the magnitude of the social cost of
drug abuse.

4 Social Cost of Drug Abuse, Special Action Office for Drug Abuse Prevention,
1974: This excellent survey is summarized in the Federal Strategy, 1975.
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Our capability to monitor these appearances is irregular and limited
in scope, but some data exist. Chart 11 illustrates the fraction of drug
users who had used various drugs prior to their appearance in three
different places where people in tiouble show up: the criminal justice
system (serious crimes only); !5 emergency rooms and medical exam-
iners’ offices.

Chert 11
INCIDENCE OF DRUG MENTIONS IN YARIQUS INSTITUTIONS

Serious Crimes
by Drug Users Emergency Rooms Deaths
— 7 —~. 100%

Other e

Methadone

Dangerous
Drugs

Marihuona PG x Marihuana 4%

Cocaine \\\:;XXXX;&:X“: 4 // Cocaine 4%
S 77

Source: DEA

SUMMARY: DRUG PRIORITIES

Chart 12 ranks the various drugs according to the following criteria:
(1) likelihood that a user will become physically or psychologically
dependent; severity of adverse consequences, both (2) to the individual
and (3) to society; and {4) size of the core problem.

%5 The large proportion of marihuana mentioned is probably a reflection of its
widespread use in society.
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Chart 12
SUMMARY OF DRUG PRIORITIES

DEPENDANCE [SEVERITY of CONSEQUENCES|  SIZE OF
LIABILITY CORE
PERSONAL |  SociAL PROBLEM
HI
HEROIN HI
I il 400,000
AMPHETAMINES hooret H Hl Hi Hi
ORAL Low TNED WED ] S%0W
MIXED HI Hi Hl MED
BARBITURATES mmae— = oo s eoe o e e e e
ALONE MED Hi MED 300,000
COCAINE LOw LOW MED Low
MARIHUANA LOW Low Low oW
HALLUCINOGENS MED MED MED Low
INHALENTS MED HI MED Low

Though the data are flawed and the rankings therefore imprecise,
a clear pattern emerges.

o Heroin ranks high in all four categories;

e Amphetamines, particularly those injected intravenously, also
rank high in all four categories;

¢ Mixed barbiturates rank high three out of four categories;

» Cocaine, hallucinogens, and inhalants rank somewhat lower;
and

s Marihuana is the least serious.

On the basis of this analysis, the task force recommends that
priority in Federal efforts in both supply and demand reduction be
directed toward those drugs which inherently pose a greater risk to
the individual and to society—heroin, amphetamines (particularly
when used intravenously), and mixed barbiturates—and toward
compulsive users of drugs of any kind.

This ranking does not mean that all efforts should be devoted to the
high priority drugs, and none to the others. Drug use is much too
complicated and our knowledge too imprecise for that. Some attention
must continue to be given to all drugs both to keep them from explod-
ing into major problems and because there are individuals suffering
severe medical problems from even & low priority drug, such as
marihuana.

1 This ranking is on the basis of ‘current use patterns. As mentioned earlier,
if intensive use patterns develop, cocaine could become a considerably more
serious problem.
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However, when resource constraints force a choice, the choice should
be made in favor of the higher priority drugs. For example:

e In choosing whom to treat, we should encourage judges and
other community officials not to overburden existing health
facilities with casual users of marihuana who do not exhibit
serious health consequences. (But, a person who is suffering
adverse consequences because of intensive marihuana use
should have treatment available.)

¢ In assigning an additional law enforcement agent, preference
might be given to Mexico, which is an important source of both
heroin and “dangerous drugs”, rather than to Miami, where an
agent is more likely to ‘‘make’ a cocaine or marihuana case.

This drug priority strategy is essential to better targeting of limited
resources and it will be further addressed in relation to supply and
demand reduction activities in chapters 3 and 4. Further, the process
of assessing the current social costs of drug abuse should be a con-
tinuing one, to ensure that resources are allocated on the basis of
priorities which reflect current conditions and current knowledge.
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3. SUPPLY REDUCTION

Chapter 1 summarized the basic objective of supply reduction
efforts: to make obtaining drugs inconvenient, expensive, and risky,
so that fewer people will experiment with drugs, fewer who do ex-
periment will advance to chronic, intensive use, and more of those who
currently usc drugs will abandon their use and seek treatment. The
effectiveness of supply reduction as a means of reducing drug abuse has
been illustrated earlier and supply reduction will remain a basic part
of the Federal strategy.!

Unfortunately, total elimination of illicit drug traffic is impossible.
Participants at each level of the distribution network are replace-
able, as are the drugs removed from the illicit pipeline through seizure.
Sufficient resources are not available to eliminate all illicit drug traf-
fie; nor would a free society tolerate the encroachment on civil liber-
ties which such a policy would require. The realistic goal of supply
reduction efforts, then, is to contain and disrupt the distribution
system, and hopefully to reduce the quantity of drugs available for
illicit use. From this perspective, supply reduction efforts must be
selective, and scarce enforcement resources must be used in 2 way
which will produce the greatest disruptive effects in the supply of
those drugs which cause the most severe social consequences.

Allocation of resources should focus on two areas:

o Highest priority drugs. Chapter 2 discussed the risk associated
with the use of various drugs and suggested that highest
priority be given to those drugs causing the greatest social
cost. Many supply reduction techniques cannot be focused
on specific drugs, and some attention must be given to all
drugs to keep them from exploding into larger problems;
but when a choice is necessary, efforts should be devoted to
reducing the illicit supply of high priority drugs.

» Greatest disruption of distribution systems. The totel variety
of supply reduction techniques—law enforcement, regulatory
programs, crop eradication, etc.—must be weighed and re-
sources concentrated on the combination of techniques which
have the greatest overall impact on supply. Efforts should

! This benefit is not gained without costs and adverse effects—direct program
costs, stigmatization of casual users through arrest, deteriorating health of
continuing users, encouragement of black markets, crime to meet black market
prices and the possibility of corruption. To partially offset these disadvantages,
we recommend 2 complementary demand reduction effort, discussed in the next
chapter. :
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focus on that portion of the supply system which appears
to be most vulnerable at the time.

This concept of causing the greatest disruption of the distribution
system has been useful in targeting efforts in the past. It has motivated
agents to develop cases against financiers, chemists, and managers of
major trafficking organizations; it has led the Cabinet Committee
on International Narcotics Control (CCINC) to direct its primary
attention to countries producing raw materials and harboring major
traffickers; and it has resulted in greater emphasis on the regulatory
program to combat the growing problem of retail diversion of ampheta-
mines and barbiturates.

Identification of the most vulnerable parts of the illicit distribution
system, and re-asllocation of resources as necessary, should be a con-
tinuing activity of program managers. At various times, raw materials,
processing facilities, inventories, wholesale distribution capacity, en-
trepreneurial skill, or capital will be in short supply. Any of these con-
straining factors which determine the capacity of the system should be
the target of supply reduction efforts. For example, illicitly produced
raw materials can be intercepted by locating and destroying lab
facilities, or by arresting illicit chemists; distribution systems can be
upset by aggressive investigative activity, interdiction efforts, and
action by State and local authorities.

Strategic calculations about where to focus supply reduction efforts
must recognize that major segments of both licit and illicit supply
systems operate in foreign countries. For example, all of the opium
used to produce heroin that is consumed in the United States is grown
abroad; and a significant fraction of the processing facilities which
supply methamphetamines and amphetamines are located in foreign
countries. Thus, our strategy to control supply must often rely on
foreign governments’ capabilities to control drugs, and foreign commit-
ment and capability may place an upper limit on this Nation’s ability
to control the supply of drugs at home.

Continued attention to this process of continually identifying the
most vulnerable parts of the illicit distribution system—isolating
current bottlenecks in ferms of resources, capabilities, or activities
in short supply—should be an on-going activity of program managers.
Reallocation of resourtes should follow as necessary.

The balance of this chapter discusses the Federal supply reduction
effort in five sections. Although these activities can be isolated for
convenience in discussion, it is important to recognize that they are
interdependent and mutually supportive, and that they must be
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continually balanced against each other in designing the supply
reduction program sppropriate at a given time. They ave:

s Enforcement: The enforcement program is designed to deter,
immobilize, and inconvenience illicit producing and trafficking
organizations, to discourage potential new trafficking organi-
zations from forming, to reduce smuggling, and to remove
drugs from the illicit market.

o Intelligence: The worldwide intelligence program provides
information needed to make strategic and tactical decisions
with respect to design of the overall supply reduction program,
and deployment of enforcement resources.

s International: The purpose of the internationsl program is to
enlist the cooperation of foreign governments in worldwide
drug control efforts, and to encourasge those governments
to intensify their efforts by providing them with training,
technical assistance and material resources, and through
suitable diplomatic initiatives.

¢ Regulatory: The regulatory program focuses on the diversion of
legitimate domestic production to illegitimate use. Devices
available to the Federal Government include scheduling drugs,
establishing production quotas snd auditing firms to ensure
compliance with the security and recordkeeping provisions of
the Coniroiled Substances Act.

¢ Science and Technology: Science and technology essentially
serve a supporting role by increasing the effectiveness and
efficiency of operating programs. This area includes not only
engineering and hardware, but also operations research and
program analysis.

ENFORCEMENT

Drug law enforcement is often assumed to be supply reduction, and
vice versa. As discussed previously, that impression is not correct;
law enforcement is but one of many activities which limit the supply of
illicit drugs. Nonetheless- drug law enforcement has been and probably
will continue to be the single most important and most visible part of
the overall supply reduction effort.

Reorganization Plan 2 of 1973 consolidated the principal drug
investigative and intelligence resources in the Drug Enforcement
Administration (DEA) for the purpose of ensuring optimal utilization
and integration of these resources. While the task force did not under-
take a comprehensive review of Reorganization Plan 2, all members
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concur in the basic concept of an integrated drug law enforcement
agency charged with lead responsibility.? DEA is that lead agency and
has made considerable progress in its two-year existence.

The concept of a “lead agency,” however, does not denigrate in any
way the vital roles played by other agencies in the drug law enforce-
ment effort. For example, Justice’s Federal Bureau of Investigation
(FBI) and Treasury’s Infernal Revenue Service (IRS) and Alcohol,
Tobacco, and Firearms Bureau (ATF) have important supportive
roles in investigation. The Central Intelligence Agency (CIA) has a
vital supportive role with respect to intelligence regarding inter-
national trafficking. Treasury’s U.S. Customs Service performs an
invaluable interdiction function at our borders and ports of entry.
The Immigration and Naturslization Service and: Coast Guard pro-
vide valuable assistance. U.S. attorneys’ offices prosecute Federal
cases, and the courts try and sentence traffickers. The Federal Board
of Parole determines when imprisoned traffickers are released. And,
finally, 400,000 State and local police officers, partly financed by
Justice’s Law Enforcement Assistance Administration (LEAA), sre
the Nation’s defense against local trafficking.

The drug law enforcement program must design & strategy which
maximizes the contribution of each of these organizations to the overall
objectives of disrupting illicit traffic and reducing the availability of
drugs for illicit use. Before discussing the task force’s recommenda-
tions for accomplishing these objectives, the three ways in which
enforcement achieves supply reduction will be reviewed.

First, the arrest, prosecution and incarceration of traffickers and
immobilization of trafficking organizations results in the elimination
of some illicit supply capabilities. Second, the seizure of guantities
of drugs and of equipment and materials needed to operate drug
networks (such as vehicles, aircraft and other property used in smug-
gling), both directly and indirectly reduces illicit supplies of drugs and
cripples or inconveniences the operations of illicit traffickers. Third,
enforcement efforts have deterrent effects. Traffickers must operate
cautiously: they must carefully screen customers, keep their markets
small, and arrange elaborate strategies to hide the drugs. All of this
caution reduces both the efficiency of trafficking activity and the
total capability of the illicit supply system.

2 Reorganization Plan 2 is perhaps the most misunderstood and misinterpreted
issue in drug law enforcement, and is therefore discussed more completely later
in this chapter. There is fundamental agreement and acceptance of the central
concept; the disagreement which exists revolves around the relatively narrow
question of how DEA and Customs interact in performing their respective
missions.
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The following sections discuss the task force’s findings and rec-
ommendations in four key areas which together determine the overall
effectiveness of law enforcement efforts. They are:

o The development of enhanced capabilities to conduct con-
spiracy investigations and otherwise target enforcement
resources at high-level violators.

¢ The effective immobilization of arrested or indicted traffickers.

» Interdiction; its role and interrelationship with investigation.

» Strengthening capabilities of State and local enforcement
agencies, and improved cooperation between them and Federal
investigative agencies.

Enhancing the Capability To Focus on Major Trafficking Orga-
nizations

To achieve maximum impact, supply reduction efforts must focus
upon the prosecution and conviction of those high-level traffickers
who direct major organizations, because immobilization of these
leaders significantly reduces the organization’s ability to move quan-
tities of drugs for a considerable period of time.

Experience has shown that conspiracy cases are often the only way
to apprehend high-level traffickers, since they purposely isolate them-
selves from all activities which would bring them into actual contact
with drugs.® For example, DEA reports that almost half of the top
violators it arrests are indicted on conspirscy charges. Use of con-~
spiracy prosecutions is therefore one of the major tactical weapons
which should be employed by enforcement personmel, prosecutors,
and courts. Expansion of the use of conspiracy strategies will help
to emphasize the importance of targeting enforcement resources
at the leaders of trafficking organizations. Other strategies may, of
course, be equally effective in certain cases. The important thing is to
concentrate on top-level violators.

In the course of its work, the task force prepared very detailed
recommendations for improving the Federal Government's ability to
conduct conspiracy cases, and submitted them to the appropriate
agencies. These detailed recommmendations, which are only summarized
and highlighted here, were in three broad areas:

e Building understanding and commitment to conspiracy
strategy.

¢ Inducing cooperation of knowledgeable individuals.

o Developing long-term approaches to investigations.

3 In high-level conspiracy cases, Federal efforts have a great advantage over
State and local activity, since coordination of a variety of investigative techniques
can best be achieved at the Federal level, and high-level cases ususily involve -
interstate activity.
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First, it is essential to build understanding of and commitment to
the conspiracy strategy among enforcement officials, prosecuting
attorneys, judges, the Congress and the interested public.

Despite previous policy directives, it seems clear that current field
practices in both investigating and prosecuting agencies often empha-
size the quick arrest or conviction at the expense of vigorous pursuit of
high-level violators. This orientation has proved resistant to change
partly because of external incentives influencing the performance of the
organizations, and partly because of internal personnel systems—those
which recruit, train, evaluate, and reward individual agents.

Thus, more than policy exhortation is required. Leaders of the
agencies involved in suppressing illegal drug traffic must publicly
support the long-term conspiracy strategy, seek support for it, and
be willing to accep? possibly unfair criticism when sheer numbers of
arrests decline. Within each organization, leaders must make the
necessary shifts of resources and adjustments to the incentive and
rating systems which will get agents “off the streets,” and curtail
the arrest of low-level employees in trafficking organizations. In
particular, new measures of effectiveness must be developed which
encourage building conspiracy cases rather than rewarding managers
and agents on the basis of numbers of arrests.

Commitment to high-level conspiracy cases is equally necessary
in the prosecuting function. Conspiracy investigations are difficult
for prosecutors—they absorb time and result in relatively high rates
of acquittal and reversal. In addition, rapid turnover among prose-
cuting attorneys works against developing skills in this area. The 19
Controlled Substance Units inaugurated by the Attorney General
this year offer a potential solution to these problems, provided that
these specialists are not diverted from drug conspiracy prosecutions
to other work.! ‘

Judicial support for conspiracy prosecutions has been less than
enthusiastic, Conspiracy trials are time-consuming and complicated,
and courts have expressed some legitimate concerns regarding the
misuse of conspiracy laws by law enforcement agencies. On the other
hand, the task force believes that the courts will be more responsive

4 In addition, better coordination in enforcement and prosecution of conspiracy
cases is imperative. Exploiting the full potential of a complex corspiracy case
requires complete responsiveness of agents and prosecutors to each other’s needs.
Prosecutors should advise the enforcement agency as to the kinds of evidence
needed to support conspiracy and other drug violations. Similarly, enforcement
and prosecution should be coordinated in case disposition; e.g., questions of
whether to grant informal immunity, transfer a case to a local jurisdiction, utilize
a grand jury, or to enter into plea bargaining are ones in which investigative
agencies should have a say.
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to this important law enforcement tool if repeatedly made aware of
the fact that high-level drug traffickers seldom become involved with
actual drug transactions, making conspiracy investigations the only
possible avenue of prosecution.

Finally, support for this conspiracy emphasis by Congressional
committees with oversight and budget responsibility must be devel-
oped, or law enforcement agencies will continue to feel compelled to
generate seizure and arrest statistics, the traditional measures
of suceess.

The second area for improvement is by inducing the cooperation
of persons with knowledge of drug conspiracies. Due to the nature
of illicit drug trafficking, only a few individuals working inside the
organization have knowledge of drug distribution networks.

In developing conspiracy cases these are the people who can provide
the most valuable leads. Ceoperation can be induced by a wide variety
of legal devices. These include decisions fo grant formal or informal
immunity,® postponing sentencing until defendants have delivered
on their promise to cooperate, making cooperation a condition of
probation, explicitly recognizing cooperation as a factor in parole
decisions, and maintaining adequate protfection of cooperating indi-
viduals by the U.S. Marshals Service.

The third way we can improve our capability to conduct conspiracy
investigations is by developing long-term approaches to investigation.
Since produetive leads and cooperating individuals are scarce commod-
ities, they must be preserved, if possible, by keeping these individuals
out of court. This can be done by developing other evidence, or by
using the border search authority of the Customs Service to arrest a
known drug smuggler. In maintaining long-term sources of informa-
tion, great care must be taken to avoid putting the cooperating in-
dividual in a position in which he is forced to actually participate in an
illegal act.

Immobilizing Drug Traffickers

Gathering sufficient evidence to prosecute s trafficker does not
guarantee his immobilization. He may be operating in a foreign coun-
try, out of reach of effective prosecution and sentencing. Even in the
United States, indictment and arrest do not guarantee immobilization;
these events merely begin a long criminal justice process during most
of which the trafficker may be free to continue operating. At the end
of this process, incarceration may be relatively short.

5 As tools to secure cooperation, grants of immunity can be effective. Yet they

should be used sparingly. The Justice Department has recently reviewed the
process of granting immunity with an eye toward tightening procedures.

41



322

This failure to immobilize traffickers against whom a substantial
case has been developed is very costly—costly in terms of wasted
investigative resources, weakened deterrent, and reduced public
trust in the criminal justice system. Consequently, the task force
believes that efforts to more effectively immobilize indicated traffickers
are vitally important.

The United States has two broad options for denying traffickers
safe havens in foreign countries. First, U.S. enforcement officials can
cooperate with foreign taw enforcement officials in developing cases to
be tried in foreign countries.® In some countries—for example,
France and Mexico—laws permit evidence gathered in the United
States for violations committed here to be used in prosecuting a
trafficker in the foreign country’s courts. Second, we can indict the
foreign trafficker and then seek jurisdiction through extradition or
expulsion. Both of these devices should be used to the maxium extent
possible and the task force recommends that a purmanent DEA-
Justice-State committee be established under the CCINC to co-
ordinate the extradition and expulsion program.

For traffickers operating within the United States, simply arresting
them has not proven to be an effective means of immobilization.
Traffickers usually raise bail quickly and often immediately resume
trafficking when released. Thus, attention should be paid to ways to
keep traffickers from operating before conviction or while on appeal,
and e should of course seek ways to increase the rate of conviction,
and the period of incarceration which follows.

The task force’s major recommendations regarding sentencing
and parole of drug traffickers include:

¢ Requiring minimum mandatory sentences for persons con-
victed of high-level trafficking in narcotics and ‘‘dangerous
drugs.” 7

¢ Requiring mandatory consecutive sentencing rather than
concurrent sentencing for persons who are arrested and con-

8Tt is worth noting that our success in encouraging other countries to deny
safe havens depends significantly on our willingness to deal severely with people
we arrest in the United States. Foreign governments have noticed and complained
about our lenient treatment of couriers from their countries arrested in the United
States. They have also noticed the short prison terms for major domestic viola-
tors. Consequently, some doubt our determination to control drug abuse. Thus
there is an important interdependence between the program to deny safe havens
to overseas traffickers, and the program to effectively control traffickers arrested
in the United States.

7In this regard, the task force specifically endorses the President’s proposal
for mandatory minimum sentences for persons trafficking in hard drugs and sug-
gests that consideration be given to expanding the proposal to include major
traffickers in barbiturates and amphetamines.
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victed for narcotics trafficking while on bail from another
trafficking offense. This kind of selective deterrent aimed at
offenses committed while on bail should help reduce the high
rate of continued drug trafficking.®

o Undertaking major efforts to educate judges regarding the
likelihood of repeated trafficking offsenses, and encouraging
them to carefully weigh the danger to the community a traf-
ficker represents if released.

e Submitting written recommendations from prosecutors to the
parole board regarding parole decisions on high-level violators.
At minimum, prosecutors should submit written requests to
keep high-level traffickers incarcerated. This policy should
ultimately result in explicit revisions of parole guidelines in
order to defer parole for high-level traffickers.

» Revoking parole and cancellation of all “good time” already
served, in the event that ¢ paroled offender is re-arrested on
narcotics trafficking charges.

Indirect prassuses can also be used to supplement divect prosecu-
tion attacks on drug traffickers. Efforts can be aimed at confiscating
contraband drugs, damaging the trafficking network’s capacity to
finance its operations, and seizing vehicles, passports, and licenses
(e.g., pilots’) necessary to remain in the drug trade.

Targeting on the seizure of contraband by itself would not be an
effective supply reduction strategy. The amounts seized are too small
and the drugs themselves too easily replaced. Nonetheless, increased
seizures of drugs in quantity could have a substantial impact on
trafficking organizations. Toward this end, the development of im-
proved technical equipment to detect drugs, especially easily con-
cealed narcotic drugs, should be given high priority. Further, the
detection of drugs will always remain useful for the leads and evidence
that detection produces.

By focusing on the trafficker’s fiscal resources the government can
reduce the flow of drugs in two ways. First, high-level operators,
usually well insulated from narcotics charges, can often be convicted
for tax evasion. Second, since trafficking organizations require large
sums of money to conduct their business, they are vulnerable to any
action that reduces their working capital. '

The IRS has conducted an extremely successful program that
identifies suspected narcotics traffickers susceptible to criminal and

8 A recent DEA study showed that 45 percent of a group of traflickers on bail
were implicated in post-arrest trafficking.
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civil tax enforcement actions. Recently, the program has been assigned
o low priority because of IRS concern about possible abuses. The
task force is confident that safeguards against abuse can be developed,
and strongly recommends re-emphasizing this program. The IRS
should give special attention to enforcement of income tax laws
involving suspected or vonvicted narcotics traffickers.

Drug enforcement agents should be further encouraged to recognize
promising leads for tax investigation purposes, and to refer them to
the IRS. Even when tax cases cannot be made, information regarding
financial transactions may be valuable in proving other violations by
drug dealers. For example, the Customs Service enforces a law requir-
ing reports of international transportation of currency; drug dealers
have to violate this law regularly.

International agreements to increase investigative access to infor-
mation in financial institutions should also be pursued.

All of these indirect methods of immobilizing trafficking networks
can be very powerful tools in the overall supply reduction strategy.
However, the great discretion these tools provide law enforcement
officials requires that extreme care be devoted to developing appropriate
guidelines and procedures for their use, to ensure that constitutionally
guaranteed civil liberties and fundamental rights of privacy are not
impinged upon.

Interdiction; Its Role and Interrelationship with Investigation

The Customs Service and the Immigration and Naturalization
Service perform a valuable interdiction role along our borders and at
ports of entry. Interdiction has an effect on the overall supply redue-
tion effort in three ways. First, such activity results in the arrest of
persons and the seizure of drugs. Second, the presence of a uniformed
interdiction force which can search persons and cargo at the border
has a strong deterrent effect: some potential traffickers will be dis-
suaded, and others will be forced to adopt more expensive and vulner-
able methods of smuggling. Third. interdiction efforts will often dis-
cover narcotics trafficking activities that were. previously unknown
to investigators, thus adding to the investigation data base.

The last two of these three functions—deterrence and discovery
of previously unknown distribution systems—are most effective if the
interdiction efforts are random. If interdiction focuses too narrowly
on certain locations, types of people, and types of activity, then a
sophisticated trafficker will simply ‘‘beat the system” by doing the
unexpected. On the other hand, the first objective—arrest and
seizures—is best adcomplished if interdiction concentrates its efforts
on individuals, activities, and places which have a known potential for
traffickiag on the basis of current information. Thus, there is a need
for both random and targeted interdiction efforts.

Under Reorganization Plan 2, a distinction is drawn between
investigative functions and interdiction functions with respect to
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narcotics enforcement efforts. The investigative function was given
to DEA; the interdiction function continues to be performed by the
Customs Service. Unfortunately, the distinction between interdiction
and investigation was not precise in the legislation. This ambiguity
has led to jurisdictional disputes among enforcement agencies, and the
resulting interagency rivalry and lack of coordination have hampered
supply reduction efforts.

The extent of the jurisdictional dispute is often viewed out of con-
text and, frankly, out of proportion. The actual issues in question are
relatively small. This is not to say that real differences do not exist—
they do—nor that the effects of the disputes are minor—they are not.

However, to put the differences in their proper perspective, we
should first outline the considerable areas of agreement which exist.
They are:

1. The central concept of Reorganization Plan No. 2 of 1973—
that of creating a lead agency for drug law enforcement which
integrates most investigative and intelligence activities—
is sound, and DEA is that lead agency.

2. The development of conspiracy cases should be a major
element of drug law enforcement. Both border arrests and
undercover purchases are useful ways of penetrating trafficking
organizations to initiate conspiracy investigations, as are a
number of other techniques. All should be used.

3. Interdiction of drugs at the border and ports of entry is an
important.component of the overall supply reduction strategy
because of (1) the deterrent effect, (2) the potential for
penetration of trafficking organizations, and (3) the possible
removal of large quantities of drugs. The importance of this
function is enhanced by the unique search authority of
Customs.

4. Prior information is useful in performing the third of those
objectives; namely, removing quantities of drugs from the
market. While the vast majority of Customs border arrests
and seizures always have been accomplished without prior
information, both before and after Reorganization Plan
No. 2, the most significant seizures have in the past been
made based on prior information.

5. To date, DEA has not provided intelligence to the Customs
Service relating to the modus operandi of smugglers, or
regarding specific individuals, in sufficient quantity. A greater
exchange of information is necessary.

The task force believes that_ these basic points should form the
framework for resolution of outstanding jurisdictional issues and
better overall coordination. The specific jurisdictional issues to be
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resolved center on the extent of Customs activities in performing the
interdiction role assigned by Reorganization Plan No. 2. They include:

e Development of prior information.®

¢ Jurisdiction over air interdiction and the use of transponders
in suspected aircraft.

e Maintenance of intelligence information systems.

¢ Liaison with foreign customs agencies on narcotics matters.

+ Laboratory analysis of narcotic seizures.

o Debriefing of persons arrested at the border on narcotics
smuggling charges, to enable appropriate followup in-
vestigations.

These issues are founded on sincere differences of opinion regarding
how best to utilize the unique capabilities of each agency in reducing
the overall supply of drugs. But prompt resolution is essential; con-
tinued failure to resolve these issues hinders the effectiveness of the
entire program to reduce the flow of drugs.

The task force feels that the two agencies have a basis upon which
to achieve agreement for better operational coordination. Their re-
spective efforts are complementary elements of an overall program,
and are not mutually exclusive. DEA and Customs must set aside
their institutional interests and work together if the Nation is to have
the most effective drug enforcement effort.

The task force is encouraged by recent progress which has been
made .in meetings between the Commissioner of Customs and- the
Acting Administrator of DEA. Nonetheless, the task force recom-
mends that the President direct the Attorney General and the Secre-
tary of the Treasury to undertake resolution of these issues within
the next three months. If these issues cannot be, or have not been
resolved at the agency or department level by December 31, 1975,
the task force recommends that the Attorney General and the Secre-
tary of the Treasury report their final recommendations for resolution
of the matter to the President.

The time has come for these issues to be resolved and solutions
implemented.

Strengthening Capabilities of State and Local Police

The last area for improving the overall law enforcement effort is
“e strengthening of linkages between Federal law enforcement
agencies and the more than 400,000 State and local police.

°In this, the most contentious of these issues, DEA has recently established
a special section within its Office of Intelligence to concentrate entirely on creating
intelligence information for use by Customs—smuggler's methods of operation,
individuals who are suspected traffickers but not currently the subject of on-
going covert investigations, license plates of vehicles involved in narcotics, ete.
Further, Customs has repeatedly been invited to parlicipate as a full partner in
the recently established El Paso Intelligence Center, which is designed expressly
to improve intelligence exchange at the U.S.-Mexican border.
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These police have an important independent effect on supply
reduction objectives, since they are solely responsible for directing
efforts against local drug dealers. Local law enforcement officials can
disrupt stable distribution patterns and force dealers to be extremely
cautious in approaching new, unknown, and as yet untrusted users.
In addition, State and local enforcement agencies produce defendants
in drug cases who may prove to be valuable leads in developing sig-
nificant conspiracy cases.

The Federal Government seeks to strengthen State and local
enforcement agencies and coroperate with them through several
mechanisms. First, LEAA block and discretionary grants support
State and local drug enforcement along with other enforcement
activities. Second, LEAA and DEA jointly fund State and local officers
involved in joint enforcement efforts. Third, DEA provides a variety
of services to State and local agencies; for example, they train State
and locel officials in up-to-date narcotics investigation techniques;
process State and local drug evidence in DEA laboratories; and dis-
seminate intelligence to State and local agencies.

All of these efforts should be continued and expanded.

INTELLIGENCE

The intelligence function is an integral part of the overall supply
reduction program. Good strategic intelligence on trends in drug
abuse, general levels of availability, sources of drugs, and capability
of other governments to control drugs is essential. This information
is & key to making resource sllocation decisions among the varjous
components of the overall drug program, and for evaluating the
effectiveness of both supply and demand reduction programs. Opera-
tional and tactical intelligence are vital in targeting enforcement
resources; without them enforcement efforts would be targeted on a
more random basis, with a resultant reduction in efficiency and effec-
tiveness. Further, tactical intelligence often leads to the development
of strategic intelligence.

Significant progress has been made in establishing a national
narcotics intelligence system since the formation of DEA in 1973.
However, the overall narcotics intelligence function has generally
suffered from:

o Counterproductive compelition within and among enforcement
agencies. There is ample cvidence that competitive attitndes
within and among enforcement agencies have impeded an
optimal production and flow of operational intelligence. In
order to base enforcement action on something more than
random inspections and informants’ initiatives, all intelligence
producers must be made to recognize that they serve many
users.
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o Insufficient funding during the internal resource allocation
process. This is particularly true with regard to intelligence
analysis capability.

The following sections discuss highlights of the task force’s analysis
of the intelligence function, looking first at operational and tactical
intelligence and then at strategic intelligence. In each, the four phases
in the production of finished intelligence will be reviewed: collection,
collation (or data base management), analysis and dissemination.

Operational and Tactical Intelligence

The collection of operational intelligence is currently one of the most
effective components of the intelligence system. The reason is simple:
enforcement agents are the primary collectors and they have been in
place for a long time. However, this component can be made even
stronger by:

° Encou.ragmg the cooperation of defendants, as dlscussed earlier
in the section on conspiracy cases.

e Including questions during debriefings which may produce
information useful to another agency or may develop historical
material useful in conspiracy cases. We suggest that a new
investigative report form be devised with the participation of
representatives of all user agencies; it would reflect priority
operational intelligence questions and would compel the inter-
rogator to cover a broader range of subjects than his individual
investigation might dictate.

» Expanding DEA’s narcotics intelligence capability in a way
which closely integrates it with enforcement activities.

The analysis of operational and tactical intelligence depends on the
adequacy of three factors: (1) Analytic resources; (2) manual and auto-
mated information filing systems; and (3) a proper flow of information
to the intelligence analysts—all of which are currently inadequate.
Inadequate analysis can only be overcome by increasing the number of
intelligence analysts in DEA and attracting the best available talent
for this function. The problem of inadequate information storage and
retrieval capability is complicated by the existence of four separate
automatic data processing (ADP) systems. The task force recommends
that an analysis of all these systems be conducted, perhaps by OMB,
with a view toward integration or at least improved interface.

Competitive attitudes within and among enforcement agencies
have had a negative impact on the sharing and use of operational
intelligence. Perhaps this is caused by the inordinate attention paid to
agency seizures totals, which causes one agency not to pass informa-
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tion to another. Another problem centers on the behavior of users of
intelligence; they must be compelled to observe all restrictions concern-
ing its further dissemination. Failure to impose discipline in this
regard leads to reluctance on the part of the agency producing sensi-
tive intelligence to share it. Other potential impediments to the dis-
semination of operational intelligence are the Privacy Act, and the
Freedom of Information Act.

The Central Intelligence Agency plays a vital role in the overseas
collection of intelligence dealing with international narcotics traf-
ficking. While its principal focus is on strategic intelligence, valuable
tactical and operational intelligence is also collected.

Strategic Intelligence

Strategic intelligence about trends in drug abuse, levels of availa-
bility, sources of drugs, characteristics of illieit produciion and dis-
tribution systems, and capacities of foreign governmeuts to control
drug supplies is important in making broad resources allocation de-
cisions, and in selecting which supply or demand reduction programs
to emphasize. Accordingly, this intelligence should: be routinely avail-
able to all organizations involved in the drug program, as appropriate
to their particular responsibilities and functions.

As the agency responsible for the development of a national narcotics
intelligence system, DEA has made significant progress in some areas,
The development of chemical signatures to identify sources of drugs,
and the use of hepatitis and emergency room episodes as indicators
of trends in drug sbuse are examples. However, DEA is currently
inadequately equipped to supply the full range of strategic intelligence
requirements, mostly due to the lack of sufficient strategic intelligence
analysts. The task force recommends that greater resources be com-
mitted to this ares. In addition, the users of this intelligence—in
many cases members of this task force—must do a better job in
identifying specific strategic intelligence requirements. The Intelligence
Estimate Board recently established by DEA should help in this
regard, as should the Foreign Intelligence Subcommittee of the
CCINC.

The task force believes that the CCINC must provide greater
leadership in the area of foreign narcotics strategic intelligence. The
Central Intelligence Agency, the State Department, the Department
of Defense, and DEA all have important roles to play in the collection
and analysis of information, and the CCINC is the appropriate inter-
agency coordinative mechanism.
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INTERNATIONAL®®

No matter how hard we fight the problem of drug abuse at home, we
cannot make really significant progress unless we succeed in gaining
cooperation from foreign governments, because many of the serious
drugs of abuse originate in foreign countries.!

Thus, our capability to deal with supplies of drugs available in the
United States depends strongly on the interest and capability of
foreign governments in drug control. In order to encourage the greatest
possible commitment from other governments to this joint problem,
the task force believes that narcotics control should be discussed at
the highest levels, to adequately communicate our deep concern over
international drug trafficking and our commitment to control it.
President Ford recently said:

ARl nations of the world—friend and adversary alike—must understand that
America considers the illicit export of opium to this country a threat to our
national security * * * Secretary Kissinger and I intend to make sure that they
do (understand).

The task force applauds this statement, and urges that it be re-
flected in the agenda of all high-level bilateral discussions; between
heads of State, foreign ministers, finance ministers, justice minigters,
and any other officials who play a part in the drug program. These
discussions should deal not only with illicit opium, but with other
drugs as well. » .

The key objectives of the international program are to gain the
support of other nations for narcotics control, and to strengthen
narcotics control efforts and capabilities within foreign governments.
These objectives can be achieved through internationalization of the
drug program, cooperative enforcement and enforcement assistance,
and control of raw materials—each of which is discussed below. A
final section deals with the special problem of Mexico.

Internationa_lization of the Drug Program

In many countries, drug abuse is still seen as principally an Ameri-
can problem. Many countries are unaware of the extent of their own
drug abuse. Poorer nations find it difficult to justify the allocation of
scarce resources to deal with drug abuse in the face of so many other

10 The international program is operated under the general policy guidance of
the Cabinet Committee on International Narcotics Control (CCINC), which
is chaired by the Sccretary of State. Other members include the Attorney General,
the Secretaries of Treasury, Defense, and Agriculture, the U.S. Ambassador to
the United Nations, and the Director of the CIA. The Executive Director of
the CCINC is the Senior Advisor to the Secretary of State and Coordinator for
Nareoties Control Matters. Other key working-level organizations are the Agency
for International Development, United States Information Agency, National
Institute on Drug Abuse, and the Office of Management and Budget.

1t Not all abused drugs are of foreign origin; of course, we have problems with
U.S. manufactured amphetamines, barbiturates and other mood-altering drugs.
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pressing needs. Some producing countries lack sufficient administra-
tive control over opium-growing areas within their boundaries to
effectively participate in drug control programs.

Still, there are several things the United States Government can
do to raise the level of concern of foreign governments. The United
States should intensify diplomatic efforts at the highest level of
government to assure that other ‘victim” nations express their
concern over violation of international treaty obligations in multi-
lateral forums and in bilateral contacts. 1n addition, the United
States should continue to participate in building institutions that
promotfe international awareness of drug abuse. Such mechanisms
include the signing of formal drug control and regulatory treaties
and the support and encouragement of international efforts to study
and reduce drug abuse. Chapter 4 will describe cooperative assistanco
in determining the extent of drug abuse in a foreign nation.

International treaties complement U.S. efforts to control drug abuse
and have formalized the drug concerns of other nations. The Single
Convention on Narcotic Drugs of 1961 is the basic treaty now in
force for controlling narcotic substances. The international machinery
established by the Single Convention has & mixed record. It has worked
well in limiting legal production of narcotic drugs to amounts needed
for medical and scientific use.** It has been less successful in getting
countries to fulfill their treaty commitments to root out illegal produc-
tion and trafficking. .

Accordingly, in 1972 a United Nations Conference prepared a
Protocol to Amend the Single Convention. The Protocol strengthens
the authority of the International Narcotics Control Board (INCB),
the control organ of the Single Convention. In addition, the Protocol
strengthens provisions used to estimate production, manufacturing and
consumption requirements. By July 1975 a total of 40 countries*—
including the United States—had ratified or acceded to the Protocol,
and it came into force on August 8, 1975.

The impact of the Amending Protocol can be significant:

¢ The INCB for the first time has authority to require reduction
of opium poppy cultivation and opium production in countries
shown to be sources of illicit traffic.

12 Fyrther, the U.N. has been closely monitoring worldwide developments in
regard to the supply of and demand for codeine and other opium derivatives,
which have been in short supply for two years. The task force recommends that
the ad hoe Opium Policy Task Force continue to provide similar oversight of the
American situation until the period of limited supplies is past. Additionally, the
Task Force recommends that the Opium Policy Task Force accelerate its evalua-
tion of the potential of Papaver Bracteatum as a substitute for morphine-based
Papaver Somniferum in the production of codeine.

13 Unfortunately, with the exception of Thailand, none of the important opium-
producing countries has yet ratified or acceded to the Protocol. An important
part of our program is to urge other nations to do so. B
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s Theinternational control system will intensify its efforts against
illicit narcotics traffic through access to better information,
on-the-spot examinations, and publicity of contrel violations
or non-cooperation at the highest levels of the United Nations.

o The United States will have, along with other “victim’ coun-
tries, significantly greater ability to extradite and thus prosecute
narcotics traffickers who have taken refuge in other nations.

» TFor the first time under a narcotics control treaty, the control
organ will have authority to recommend technical and financial
assistance to help cooperating governments carry out their
treaty obligations.

o Also for the first time in international narcotics control, the
nations undertook an obligation to drug abuse prevention and
education, by adding the treatment, rehabilitation and social
reintegration of drug abusers to law enforcement efforts, as
was done in the United States with the passage of the Drug
Abuse Office and Treatment Act of 1972.

Even with the Amending Protocol, however, the Single Convention
is not without problems. The INCB remains dependent upon the
cooperation and ability of the parties to the treaty to furnish it with
timely and accurate statistics. An even more serious problem is that
the INCB must depend upon the willingness and ability of cooperating
governments to respect and enforce the Board’s decisions. Finally,
it must be recognized that governments unable to enforce their own
national narcotics laws are not likely to be able to enforce the INCB
rulings.

Another important international treaty is the Convention on
Psychotropic Substances of 1971. It provides a system for the inter-
national control of psychotropics similar to that which the Single
Convention provides for narcotic drugs.”® Although the United States
played & major role in the preparation of this treaty, Congress has
not yet passed the enabling legislation and the Senate has not yet
ratified it. U.S. ratification of the Psychotropic Convention would
demonstrate willingness to control production of substances manu-
factured here in much the same manner as we ask other governments
to control production of narcotics covered by the Single Convention.

14 The Convention sets up various procedures for the control of psychotropic
substances. Manufacturing, distributing, and trading in psychotropic substances
must be licensed and the drugs 1nay be dispensed only by an authorized preserip-
tion. Warning labels must be used. The Convention also requires that records
be kept by the manufacturer, the distributor and the dispenser and provides for
a system of inspection. For the, more dangerous substances, both export and
import authorizations are required. The Convention also ealls for measures of
prevention and education and for treatment, rehabilitation, and social reintegra-
tion of drug-dependent persons. It provides for coordinated action against illicit
traffic, punishment of violations of the Convention, and extradition of offenders.
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Consequently, the task force strongly recommends the prompt passage
of enabling legislation and ratification of this treaty.

Through the initiative of the United States, the United Nations
Fund for Drug Abuse Contrel (UNFDAC) was established to provide
voluntary contributions to enable the United Nations and its narcotics
organizations to increase their narcotics control assistance to member
governments. The fund has helped energize the entire U.N. drug
program. It has also been useful in calling attention to the fact that
drug abuse is truly & worldwide problem, not one which affects only the
United States. Moreover, the Fund has served as an essential supple-
ment to U.S. efforts in those countries which prefer to receive assist-
