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New Yorr Hrearrves: Drue Law FNFORCEMENT

BACKGROUND

Pursuant to House Resolution 1350 the House Select Committee
on Narcotics Abuse and Control held 9 days of hearings in September
1976, chaired by Representative Lester L. Wolff (Democrat, New
York) in Washington, D.C. As stated by the chairman, these hearings
were “designed to inform the committee on the current status of the
Federal Government’s narcotics control programs.” Specific testimony
was elicited during these hearings on the unique problems of drug law
enforcement in New York City, especially in Harlem, Subscquent to
those hearings, Mayor Abraham Beame, 1n a letter to Attorney Gen-
eral Levi (see appendix, exhibit A), requested the Federal Government
to assume the cost of narcotics law enforcement in New York City. He
pointed out that 30 percent or more of the Nation’s drug addicts reside
in New York City.

In partial response to this request, hearings were held in New York
City, November 19, 1976, chaired by Congressman Charles B. Rangel
(Democrat, New York). Testimony was taken from Nicholas Scop-
petta, chairman, criminal justice coordinating council and commis-
sioner of investigations; borough president Perry Sutton; Sgt. Alvin
Ingram and Officer (larence Morgan, narcotics division, New York
City Police Department; special narcotics prosecutor Sterling John-
son; deputy chief inspector, New York Police Department, Joseph
Preiss, and deputy police commissioner James Taylor. Mr. Charles
Kenyatta, a community representative, was also & witness.

On December 10, 1976, in. Washington, D.C.,, testimony was taken
from Associate Deputy Aitorney General Rudelph 'W. Giuliani of
the Justice Department and from John P. Cooney, Jr., assistant T.S.
attorney for the Southern District of New York, chief of the narcotics
division.

THE ISSUES AND PROBLEMS

There were two specifically stated concerns that necessitated the
hearings. In his opening statement on November 19, Congressman
Rangel said:

The purpose of today's hearings by the House of Representatives’ Select Com-
mittee on Narcotics Abuse and Control, is to respond to Mayor Beame's press
release, in which he requested that the Federal Government assumie the cost of
narcotics law enforcement, pointing out that 30 percent or more of the Nation’s
drug addicts reside in New York City. We all recognize that drug trafficking on
the streets of New York City is occurring now without any apparent enforcement
of either the State or Federal laws as they relate to violations of the narcotics
law, [See appendix.]

In his later statement on December 10, Congressman Rangel noted:

On November 19, we held a hearing in New York City and asked city officials
to state for the record their current narcotics law enforcement capabilities,

(1)

i
|
i
!
i
}
{
i
¥
!
i




2

resources, and strategies and to tell us what ki i
2 es ind of i
W?J?hielcgg sog;iht and, if grantgd, how effectively it \v?)ﬁtll(lltliaznﬁasleg.e deral nssistance
e, ;rnfl’l(:}; ee ]():hallenged city officials to disprove the allegation that the New
violators and i(f soegg'frf? elrll;f{l ggfx?ggxfgg :tlh“notarrest” SRRt
. : ; e streets of Harlem t is eri
((e)lfelg)ennéz£l éug:r;%%ugﬂ' gl;;lizﬁig @he}cxty officials to take the sameot;ﬁ;sacilﬁ;g?}'
P et oo dy thexlzu én Jarlem to see the open hawking and selling

The Harlem Tour : Qbservations

We(x?él gii;:e sl:)epg\ll}'t‘ce 1g)(;casions, trips in police vans and a walking tour
Nem:s;c;mg WBiTt ;e sesr?s s;]% of 31% '%0I1‘thﬂ)€8, Chief Counsel J ose’iah L
S, ; ho testified at the hearings. Be 1 -as
seen is inextricably intertwined i i B e it
: ably , in the testimony of all the wi
- 18 ctri nt ] mony e witnesses
;)1;3‘1:1 I?elgsi{"e» 1:‘1:1(())3‘21 1fu ({5 % epcglted in part. Additicnally, a film, slides and
‘ , ed for ing the hearing jn New Y.
City. e record during tLe hearing in New York

Chairman Wolff; at the F 1
: o1, s Federal agency.oversight hearings h y
the committee in September 1976, made the folloQWing Qornn%entid R

ofogls;g fﬁﬁ&ﬁ?gﬁi ofr glgsdfiolguéit]gee hzgi a viAvid and horrifying illustration

) 1 an produce. As we drove alon 5

:)1:1 rmxlv ilrllrélél‘%:‘kaegdpgggiegaxt';) s;;‘ﬁetjsl pu§hers literally thrust themselg\*ggetgf-f)i(gg

s eroin, cocaine, marihuana, and rariety
ggﬁii a;;n%rltcl;asyagi %12:}; zéi r,‘i5 g)hgj_?, Thets’e ptgs%lers’ knew we w'ex'e su%rc‘nzllxrxgagf‘i 1;)5
) ! X ir contempt for the consequences 7 i
et e 7 b il Tt S s St
ety losson:in T being‘made f(;'r ed 1 e * ey know the result of cutbacks—
>, arihuana—sgnd they know that i
unlucky enough to get arrested for hard 4 T be relensed on Rk
DS S e rd drugs, they will be released on bail, which
head, a couple of ext

Whot hanpensy Toider 1 Now s over s 8 couple of extra sales to be made.

) 8 ork is happening at thi i

ington, D.C., San Francisco, and in small t T e o

watched, we saw kids gettin:g out of 5 wi B loense plutes e

RN feiand S Rl of cars W1t_h license plates from Pennsylvania
. \ B 0. These things are ha i i1

continuz te happen, for’ the sim A

; . ple reason that th
unable to prosecute the major suppliers of the pushig?deral Government has been

N {;]11‘11{1'3 (})orough president of Manhattan, Perey Sutton, described a
n‘;,rc é%zstm}r, where 'zwoo;npamed by Congressman Rangel, special
sz‘ril ti s prosecutor Sterling Johnson, and plainsclothes officers, he

d they saw what every citizen, shopkeeper, homeowner, or resident

of Harlem sees every day: th i
oF i s corng' ' y : the hawking of drugs as though they were

coggf]oiaﬁ% ;hgrx;guéggy g&gg:dsnﬁ{ther stz;nc%ingfthere, deep in ber high, at the
bord ehidren, meithor of whieh c’o ?d 1}r]1g packets of drugs over the heads of her
L yon T e ot s ) ave been more than 5 years of age, I can
guised (and) they knew we w i i
confident were they that nothing would h e B e o0
sell us cocaine had someone tu is sloore to % t_he neseons atteroting to
1 A g on his sleeve to tell him, “H
public officials, don't do that” As he kept i AR Lnaeduds
do that,”” So he (the seller) t'iezz‘ided t h pushmg,.the R
| 0 discuss politics wi i
how doees it look for Carter ?” But he wasn't Worrig(l abgzt‘;lst.] 1 us. He sald, “Man,’

Mz. Sutton told the panel that in da;
£ ys gone by, sal y y
that openly, that the money would be pai?l to Onyej pel%so:f 311$dn321?;2§;j~

would be around the corner. Today, however, drugs are sold right out

nme glggpé};x, ou'tt of a shopping bag, with someone selling stolen goods
Su‘tton o r‘nal o get enqug}l money to be able te make a purchase. Mr.
; ered a series of pictures, one, of three murdered persons, so
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no one will leave here with the impression that it is a harmless thing.
The borough president said :

S0 outrageous is the drug trafiic .. . that in these supermarkets on the gtreets,
drugs are sold by brand name: Malcolm Green, The Judge, No-Monkey-Business,
Ruby’s Red Cup, Space Walk, ete. These are just some of the almost 200 brand
names of drugs that are sold. So bold is the traffie, that they can stamp it so
that one who wishes to purchase can know the quality, the strength of the drug;
because the brand name, like Tibby's or any other that we see in the supermarket,
ig there. And I have some of the stamps that are on the packets of drugs that are
sold.

Tn commenting on what he had observed and deseribed, the borough

president said:
Something is wrong when publie officials and undercover policemen can walk

into crowds of drug pushers and nsers on the street and hear them singing out a
litany of names of drugs for sale (and) who are s0 confident that they will not
be arrested that they iill come to the corners and out of fheir shopping bags, in
sight of all, pull out and sell packages or decks of heroin by their brand names.

He agreed with Mr. Biaggi that the nature of the business, coupled
with the absence of proper law enforcement, has permitted this to
become a stable market. . 4

Sergeant Ingram, New York City Police Department, narcotics
division. who was present during all the trips, did not take issue with
any part of the borough president’s testimony and confirmed that
on-duty police officers were present in identifiable squad cars.

Tn describing the events being depicted on the silent film shown
during the hearing, Sergeant Ingram indicated & * one point, an area;
the southwest corner of 117th and gth Avenue, which he called “the
marketplace”. B :

Congressman Rangel established that Sergeant Ingram could iden-
tify the locations shown in the film and when questioned as to the
significance of the groupings portrayed, confirmed the common knowl-
edge that those groupings represented participants in drug trafficking :

I swould say ... everyone that is standing in that erowd is an addict, because
nobody else would stand there. You will be toid, “If you are not buying, don’t
stand bhere.” In fact, this happened to us on the tour. We were all told, the
borough president, Congressman Rangel, *If you don't want any, get out of here.”

o said that this kind of activity takes place every day and had
been for the 4 years he had been with the narcotics division and before,
(and) “in fact, it is even worse, as it has spread out even further.”

He also testified that he had seen uniformed officers ride by every
day and to his knowledge nothing was done; that for a period of time
he had commanded an observation post for the sole purpose of record-
ing drug transactions on filin, and that the pictures and film properly
reflected those types of transactions which he would witness in the
normal couse of that kind of activity. '

Questioned as to whether there was “any type of policy that would
prevent uniformed police officers from making arrests when a felony
is being committed in their presence” he said : ' ‘

Well, if you direct that toward nareotics, T have been informed that there is
nat a written policy per se that arrests will not be made, but that they are dis-
couraged from making them, basieally, (because) they {eel that the courts would

not be able to prosecute most of these cases. . ..
Most uniformed men that see a violation of this type, and who want to make an

arrest, are algo required to call or attempt to get a supervisor present on the
secene.

o
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Questioned further as to whether the narcotics traffickers would
attempt to hide their iliegal conduct, whether or not a call could be
made to a superior officer, Ingram replied,

Ny sir, the sales will go on. If they happen to notice you . . . or maybe I eyeball
them too much, thez just go around the corner and countinue . .. And if an arrest
was made, . . . what they do once they feel you got your piece for the day and
you leave, they will come right back; a replacemert will be right there.

In a further effort to show the open and flagrant violations of the
drug laws, slides of street corner scenes were shown of congregations
of people, whom one could expect would not be there unless they were
addicts or dealers. Shown in the film was an unusually large group the
police cars had happened upon. Followed by camera, documented by
clearly visible street signs, the group dispersed and reformed down
and around the block until it wound up at the initial corner.

Presentation of the (Mity’s Position

Because the mayor was out of the country, Mr. Nicholas Scoppetta,
subsequent to the hearings appointed deputy mayor for criminal jus-
tice, testified for the city. He detailed the dimensions of the problem in
terms of the percentage of addicts in New York and the percentage
of Federal help aceruing to the city.

We have an enormous commitment in New York City in dollars and personnel
to deal with the problem. Together with our rehabilitation efforts, oitr drug treat-
ment problem, all of these programs together exceed $100 million. So that this
city, already faced with the difficulties imposed by enormous fiscal constraints,
simply is not able any longer to shoulder this expense locally, for a problem that is
essentially one that is national and even international in its origins. It is a prob-
lem that is enormous in its local dimensions, but really is one of Federal impli-
cations, in the sense of being outside any locality’s ability to deal with it, We
don’t manufacture hard drugs in the United States (nor) do we grow poppies
here. No locality is going to be able to stem that flow into the United States, so
that in New York City, a major port city, we need additional enforcement here,

He said the request was two-pronged, in that more Federal financial
assistance was being requested to support local law enforcement, ¢“orts
and additional Federal law enforcement efforts within the city.

... . It is primarily a problem of Federal enforecement to keep the drugs out of
this country, and then to make those investigations work that will detect and
prosecute the important narcotics traffickers. However, we will always realis-
tically, be left with a portion of the problem, so that we are asking for help
financially in addition to that we already spend, ’

Questioned as to whether his statement inferred a complete Federal

takeover of the problem of drug abuse as it relates to crime he
answered :

I don’t think that is realistic. But the primary obligation (becaise) of the
nature of the prohlem is really sith the Federal Government, so first and fore-
most most of the resources should be Federal.

He testified further, that $1.5 billion had been spent on the criminal
justice system (and) “even with our cuts this year, the city would
spend over $1.8 billion.” He conceded, however, that $22 million went
to the police departmeut for narcotics enforcement, which totaled 3
percent of the amount spent on the total enforcement budget. Prodded
by Congressman Gilman who said that while he recognized that the
city was not getting an equitable share from the Federal Government,
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this did not indicate a high priority swithin the city administration, Mr.
Scoppetta demurred saying:
i i i forcement effort, only
illion attributed directly to the narcotics en 1
be’gik;l‘; %(Z)Ztéﬁl}:lg\r:f muclh the New I‘f.'ork §0hgethlz)£pba:gt$1elwlvti tslfilrﬁgs(t):elxllz:ir?pmicg
ement, because so many of t & ma ars . s
i?«af:tr;l;;t ce’nters, So that the realistic fignre was much higher,

Asked whether he would be recommending increased expenditure in

the city budgeting specifically £or narcotics enforcement as compsred
to prior years, Scoppetta said: . ‘ .
I don’t think we are going to be recon;mending 1ncreasedd2§3eux;t1glﬁclaftﬁg
{minal justice . . . because New York City, in order to meet 0111)1' eadliine with the
:([:«‘rederal Go;'ernment for baluncing our budget, must cut out a _031 réd S e all
budget. Narcotics enfovcenent is going to have to be consk ee 's t?he rsicboc
%111;' other eﬁforcemeut in New York City. But as I say, my protm%ck:3 [he erlmens
sustice agencies... . . We' anticipate they are 20img toll}ave bg“ tathe ey
Jriminal justice, because with (such cuts) you are talking a 0 ‘du* red ere
(éhe money is be’ing spent—police, fire, {sam’ratlon, welfare, :n}3 er ﬁ?g hes{: p 'r i
thsit we will obviously consider ﬁnali';cot%cs ‘gngso;clean;e‘l’l% l?i];lei r?al%‘% e . But
ties. Tt should be one of the highes prioriti I T iTTion.
it ig goi “be considered along with that need 19 .
s ggvlggwgi]ﬁlaf:vzofgigeud more money on criminal justice and on glagggltgist.téé
mv:d ’Ehat is why we are deiighted to be able to speak to a congression it
about some coordinated effort ta work on this problem. . " h .
Congressman Gilman continued to b? .c01}tcernen Ehagsgil;; ;:;1 oyn eeg_
' aced o higl iority within its own budgeti!
not placed = high enough priority withi Al g o o
y are increasing to a crisis prope
forcement when narcotics problems “ar g -
tion,” and pointed out that the previously nmn}h%nead%g(i)]i?éﬁli%n)
included rehabilitation. 33;1-. Scoppetta replied that (rehab
“igrelated to enfo;a:ement. :
Mr. Biaggi said:
ALs B5 .
\ r ¢ with the police depart-
y lice officer, who has never lost contact
b gfé aﬂfgs Itxslfgop&illclion deal’s with enforcemen?, fqngentmlly é)eﬁha%séefl lellltb )0 :gﬁ
" ’t‘ :s roblem, as far as the poliey of the city is concerned, %Sd T
n“_fcg zl;nqpmqs than 3 percent of the $100 million is, 1n fact, app leenlzzle eclse y to
T aorommont. e sombitarion 3ect 9 1 30 1S SRt ol
-oti icti re not on point ... A : I L Ny
gl?ﬁ'g?ozrlxdﬁﬁul?ger? reduced. The stated policy of thg-. adnn]mstg?on zst (glxg (t) étsgt
(PW; tical p‘blicy as far as application is concerned is an&t 1§r agn;g]; A e ation
vgucsaid that this is tundamentally % Ffateeli?l (}?)Igglcetmﬁu? qrqtrfa;' e D reacnee
A ies is conecerned, you are absolutely CO - But a i e
gfﬁ Ié{;‘flz(;tltcgelrz:ggi?rit bcgmes the responsibility of every level of governmen

o bhers
an Morgan Murphy was concerned that t}lose Membe!
of%glfcfﬁ:ssggtl: i}fomv New Yo%*k);md not understanding 11t.s ﬁs;:gecgil)sd
might Seoard the mayor’s request as an attempt tt?l e i‘rgé uate $100
miffon from he New York Gy WIOEEC R TS sesoning ind
ide these funds. tle . , !
sﬁgnﬁfél;ogfsogf})posal and 1‘aiseg é;llleb(ges%%liezi fléeozx;m:n%f ;{;7:11;1
i 2ity v sermit and that the Federal {0Vt L
?:1%}11527 E}g}chl.t{{;vglg)d\\}ondere d whether the mayor anticip &E?d tl;izf f;i%-
eral Government assuming not only the salaries for 1na,rc»o ics e
ment but the pensions, eq\upment,.ar}d_ uniforms a lsl(z1 o duraite
Mr. Scoppetta replied that the administration would giv:  pseurance
typ front” that any dollars earmarked for n.arcot;,cg t%lat g
would be used for narcotics enforcement. He reiterate

was not talking about the Tederal Government picking up local costs
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that are legitimately local or that the Federal Government assume the
city’s local law enforcement burden. He said fuvther, that the city was
also not talking about substitution, that is, “giving us $100 million so
that we can spend that on day care centers,” and that allocations {of
Federal funds) are clearly subject to meaningful controls.

Questioned as to whether in his opinion there has been a satisfactory
coordinated effort between the State planning agencies in fighting drug
abuse, he cited coordination as a matter of enormous importance in
the effort to fight crime:

[TIhe whole guestion of planning and coordination is very unsatisfactory in
criminal justice today, especially in a city like New York, ... [Wel don’t have
sufficient planning and coordination in criminal justice and sve certainly don't
have it in narcotics, and not enough between Baderal, State, and local. . .. [Thel
new position at the deputy mayor level, whose function is to coordinate the efforts
of the criminal justice system , .. should not stop with city agencies . . . (but)
should also involve coordination with State and Federal authorities.

Chairman Rodino, commented that the recently enacted extension of
LEAA provides specifically for this kind of coordinated effort and
extensive research, in order to try to determine the relationship between
drug abuse and crime. He said that he would like to see that kind of
coordination, because “We feel that there really has been no coordinat-
ing effort that has in any way been exercised in this area; that the
agencies of Government have gone their own separate ways.” He
further questioned as to whether Congress should set up a formula
that would mandate moneys to high drug abuse areas in proportion to
the problem that exists within those areas in the urban community, and
asked whether the city was prepared as a result of this hearing to pro-
pose the kind of research studies that (would) be helpful to the local
officials in the projects (so that) they might better be able to deal with
this pioblem and have a better understanding of the relationship be-
tween drug abuse and law enforcement. “The result wonld be that we
would really know when Federal moneys are allocated that they are
being allocated in an area that would actually be useful and beneficial.”
[See appendix.]

Mr. Scoppetta responded that formula grants would be a way to try
to fairly and equitably distribute the limited resources that arve avail-
able and that he would be delighted through his office to offer up their
thoughts and proposals in that regard, because {in his opinjon) “that
is the fundamental issue concerning the expenditure of funds in crimi-
nal justice . . . that the planning and coordination has not existed in
the past, and we have only begun to address that problem?”.

Mr. Rangel inquired as to any knowledge of any city policy enunci-
ated by the mayor or his office that because of lack of Federal funds or
adequate Federa} funding, . .. overt narcotics sales arrests are not made
by the New York City Police Department. ‘

Saying that the question could more appropriately be addressed to
Police Commissioner Codd, Mr. Scoppetta answered:

I would say that beecause of fhe enormous volume in New York City with
respect to narcotics trafficking, clearly the police department must have an atti-
tude that says they go toward the most important dealers, (and) ... iry to make
the most important cases; that numbers alone, of street traffickers .. . people
selling to support their own habit, is not the answer to the problem. So that T

would suppose . . . inevitably they are forced to, for lack of funding and resources
and personnel . . . to set their priorities so that some of that activity may go on.
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Tt was determined from his testimony that the mayor provided the
budget projections to the New York City Police Department. anclllt}ﬁe
allocations between the various law enforcement functions would be
determined by the police department and not dl.ctatec_l by .the rgf,;);or.

Now York has the most severe narcotics laws in the United gttlas.
That they have been unsuccessful is evident from con&deraitlorll of t 1(§
level of street offenses. A life sentence provision for smal ?les c%)ro0
vides New York with neither a general nor specific deterrent. }et rug
laws of New York have not changed or influenced conwctlol%) 11& ef_ or
added deterrence, or prevention, which does not negate the 0 1g(a},l1.01)19
of the city to enforce them. Having agreed to the foreg.o&lg, 11)9;
Counsel Nellis, reminding Mr. Scoppetta that he spoke 1?011 e 1}11&%7 or,
asked why it was, then, that in 2 recent trip through Harlem, n} 11 ,
seen 1o less than 12 nareotics transactions . . . within the space of less
than an hour and a half. Mr. Scoppetta replied:

have are inadequate for the job, and I know
nalt:iggi?sdzg%ybtgitg?tgéei? gzeii?; onvthe streets . . . And I cannot offer up to
you an explanation of why. ... ; ; ]

And in answer to the suggestion by Mr. Nellis that po?mbly ’zﬁe
police department has adopted a policy of ignoring these s& eg on thz
streets and that felonies had been observed being comml ed in t
presence of police officers and that nothing was done:

I am not aware of any police department policy that says they wonid ignore a
i itted in plain view. . .
cméllllzcrglr?%igs oﬁicepwould say the obligation olf ?lveryfpﬁlcg (;gi{ftex;;g utloda%)gzegilsl;l
1 itti i t knowledge of. An -
anyone committing a crime that he has kr (OF And fhat o ayor or
i rould take, whether I were the pol;ce commissioner, L or ¢
ctzlx'(;;lni:[nz\‘lojustice, or the commissioner of investigations.. .. getting the policy In

ice department. . R
thgigoxl)ll(;ielo:tﬁ)hy would never allow for such a policy. 1 could make the distinetion

i i ies withi i y t: that is, aiming for im-
n setting priorities within my police department; 1 , ] -
Bﬁ?@’fﬁt drug t{g*alé‘xckers. But a policy that says that a police officer §eem§ua ;iilcfr
cotics sale in his presence cannot make the arrest, because there is a sup
officer absent, wouldn't seem o make such sense, atall.

SPECIFIC ASPECTS OF THE DRUG ]?ROBLEI\I IN NEW YORK OITY

The Effect on Citizens, Manhattan Borough President Peray E. Sutton
‘As an clected official and chief executive officer of the borofugh og
Manhattan, the testimony of Percy Sutton, borough president, focuse .
on the effect of the lack of drug law enforcement on the citizens o
New York, In his prepared statement he said : ]
Nothing is so injurious, so pervasive, o devastating to life in the city of New

i i jori le in this eity perceive
s is crime. And the overwhelming maaon-ty of peop. ;
gfg li)r?bll:m 1of erime to have its principal base in the use and sale of hard drugs

in New York City.
He said that:

Until @ recent time, three out of five of the people who came to bring theix.

¢ for i i ing housing for their fgiar-
+o me came to ask for my assistance in getting S !
ﬁi‘é%ﬁay, thiree out of five of those people come to complain about crime and

the drug problem,
and that:

; ' d pushers of heroin
Ces streets of Harlem have been taken over by users an ]
and cotgxeine, as though our streets have been abandoned to (them) . .. we have

A
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severe State and Federal unarcotics g 8, ¥ i
enforcemont of from ol uarcoties eontrol laws, yet, we have little effective

.

egfg. Sutig)n‘lstressed the importance of knowing that there are cood
gv e ﬁbs ejn 111'; alem, who go to work every day, who have had their stair-
) aken over, who can be mugged, robbed, or killed as they come
down the steps. He continued : 4 ¥ come

- - 1 IS0t just the axchange that oceurs here §
exch S here in Harlem, but it has Wi
géll?ézeﬁgglgigzg %l;d hlll(i)lwpgtiic(';uses a k()lreakdm;'n of respect for policeirlx;eg? ggh‘grlxtg
2 car and in uniform, the kids who are ’ Kk
see him .and see the people selling drugs openly, Whaé do you %;;g;‘tgl%bclgg‘-

munity to think with P ;
aramade? with regard to the police and to the social order, when no arrests

In response to the discussion th i
: S hat had taken place durine My -
petta’s testimony, he said that the Federal GO\I'emment hlis\gl. iz(;;pr
obligation to the city of New York, that— e

You must be awhre that thege are not just New Yorkers. When the drug addiets

are arrested or-die hecause of an p g
from dlemeor 3 an overdose, more than 60 percent of them come

He said also:
In New York, you are talkin
A g about more people who are addiety
the number of occupants or residents of many Iz:itilés invA(J)ng?c;ddfc% %&ﬂlﬁf

that comes from all ever thig country to the city of New Yuork.

. Mr. 1&? e@‘;hs related that he had observed, on his tour in the vau, that
¢ co?dm erable number of out-of-State cars containing white addicts
WQI% _get_ on the corner, make their deals, and holding their slassine
pacsages in their hands, get back in their cats and drive off,

Mr. Sutton said that while other cities have h igher peréenta ges of
people dying of violent crimes, “the television cameras are here, 5o the
mpact and P’urden on the citizen who lives here is greater than in tllc;se
other cities.” He said that one of the arguments used by the police,'-

Whe . ,. 5 3 > + + X
he 31,11 éu::oused of not deing anything, is that the people will riot, To this

The people in Harlem and New York will not riot if you attempt to do some-

thing abount it. As g : SASh
soon. 48 4 matter of fact, they may wiot if you don't do something,

In discussing the failure to hire black undercover agents and the

i o " 3
hn;gglcé; :on the problem of drug law enforcement in New York City,

‘White undercover agents have virtu i
h derco ally no value in Harlem
gé?lc:glzegg(ggrggxgeasgtfxég?sh%vet arjx}yg(\)'(z)xlue in other parts of the ci’c’yax]':'ly;elxiogzrg;gg
3 reets. Out of 300 u 3 i i
andneaate on the Torer 10 oo 500 1 ndercover agents in the city of New York,

In terms of the ability of the eriminal fusti '
3 : ustice syste : i
part of the problem and the related budge)t proble%’n, (1%‘12 :;)ullm ndle ite

It is a difficalt thing deciding what joriti
| ! Your priorities shall be, Hver
;(())glggoffe{ellss ittohv._;ﬁll:(:u;cﬁegg 2’7:;1 3he gugst?ou is, then, what §ha11vb1eyt§elaell;1§g§i?§
al - I y € priority to the cwring of the questioa of eri
we are not going to be able to have our tax income : at e use b
support our bonds (and) every element of life fis goi’ngl?:osittlxifse?x fhat we use to

£ v‘ (Z?’(?’OZ,’Z(,‘S 2 )2 VISL071 ZE Z{Z( n(?z ()Z./‘les‘ﬂle n.,. AS 4 A 2 b I [ n g P an 2, ( ) ’ﬁﬂer
» » 4
’ 9 (4 { JJ6&

InPresent nllso as witnesses were two plainclothes officers, Sgt. Alyin
gram and Officer Clarence Morgan from the New York City Police
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Department’s Division of Narcotics. As policemen familiar with and
therefore more able to adequately describe the extent of the overt nar-
cotics trafficking, their testimony put in perspective the de facto pri-
ority and policy of the city as regards drug law enforcement.

It was egtablished that the narcotics division, with primary responsi-
bility for enforcing the State narcotics laws, has 70 men in the Man-
hattan North jurisdiction, which covers half of Manhattan and which
has more than half of the entire city’s drug population. In the sixth
distriet, in which Sergeant Ingram and Officer Morgan worked, which
is central Harlem, encompassing 3 precinets, the personnel complement
for the division is 33 men, of which 8 men are responsible for street
enforcement. Sergeant Ingram testified that during any 24-hour
period 3 to 4 men were available for duty, with the balance of the 83
having responsibility for dealers in drugs in the amounts of 1 ounce to
1 kilo. He also said that he had an all-black eight-man team and it
might be considered a large team at this time, as one sergeant had
only tave men. ,

‘Sergeant Ingram, a police officer for 19 years and a 4 year investi
gator of narcotic law violations, said that in his opinion, “50 percent
of the drug traflicking of the entire city took place in Harlem.” Qfficer
Morgan noted that they, “are concerned with the neighborhood that
we are serving because most of the members of our team come from
that neighborhood.”

Asked about the relationship with the DEA and Federal agents
that have a vesponsibilty to enforce the Federal laws, Sergeant Ingram
replied:

I have communications with them by phone when they need information perhaps
on the street operation. We had an operation with them in March of 1976 and
they brought in numerous Federal undercover officers and manpower, We con-
centrated that in the vicinity of 117th Street, just in the one block, for about 3
to 4 months, I would say we must have had about 10 undercover officers from out
of town, plus our own. . . . in that period we made over 200 arrests, just in street
saleg, but there is no Federal presence now.

Special Narcotics Prosecutor Sterling Johnson, Jr.

The testimony of Sterling Johnson, special narcotics prosecutor,
with citywide jurisdiction for all drug cases, focused on the city’s
assertion that drug law enforcement was a high priority from the
perspective of prosecution after a drug violator is arrested.

Mr. Johnson’s office is funded by city and State matching funds.
With a combined original funding of $2.4 million, in the first month.

he testified that his budget was slashed to $1.3 million and that at the
present time he is functioning with a budgat of $1.1 million, He further
testified that the last budget cut imposed by the city required the dis-
missal of 15 assistant district attorneys and 15 support personnel, rep-
resenting 40 percent of his total staff. Hesaid

1 was able to persuade the Federal Government, LEAA, to allow me to use

gome accruals, and I saved those positions. However; June 30 of next year, those
aceruals will be finished and I will have to dismiss (those people). :

Mz, Johnson said :

If you arrest an individual, with my backlog, he is going to be out on the street
for maybe 1 or 2 years waiting for his trial, and at the same {ime he is going to
be out there selling drugs again to pay for the lawyer or to put something away
for his family. The police and DEA agents are not going to invest any more en-
forcement energies to arrest him or make another buy, because there is already
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a pending buy. And he is a living example tv the rest of the drug people who are
thinking about going info drugs that the system doesn’t work.

 Questioned as to whether the drug traffickers were aware of the
problems facdd by the nolice department, the D.As office and the office
of the special prosecutor, Johnson replied :

There is no doubt in my mind. And then when we have gecess to informers and
we speak.to them, they will tell you this to your fuce, They laugh at the police
{and) prosecutors. : )

Questioned as to the effect of “sufficient” personne] with instructions

to apprehend and strictly enforce and prosecute, and whether not only

- a reduction but the elimination of drug traficking would occur, Mr.
Johnson replied.:

Just money alone and dollars alone and ‘people alone is not going to eliminate
the problem . . . if we had sufficient resources and commitment on the part of
the Federal Government and the city, (and) if when an individual is appre-
hended, he is brought to trial, and sentenced to jail right away, it might change
the attitude you see out in the street vight now.

He further said, in detailing what is needed for an effective and com-
nrehensive confrontation with the problem: :

. .. if you are talking about drugs in New York, or Chicago, or Defroit, you
are really talldng about drogs in the urban ghetto areas. To buy drugs effectively
you need minorities—blacks, females, Hispanies. (Those) that we had in the
New York City Police Department, have bern terminated because of the fiseal
erises. As far as the drug enforcezavnt agency is ¢concerned, they don’t have them.
Out of 2,200-2,300 agents, they have about 120 black enforcemént agents to service

the whole world. You have cities like Detroit with one black DEA agent, none in -

Cleveland, one in New York.

Subsequently, he agreed with Mr. Nellis that if he had all the money
he eould use, there would still be the preblem of the criminal justice
systein itself, which, even if the backlog could be brought to trial would
require many more courts, judges, public defenders, prosecutors, and
the like than were available. :

Agreeing in response to a statement that one cannot vielate New
York State narcotic laws without violating the Federal narcotics laws,
Mr. Johnson testified that th» T7.S. attorney’s office’is selective in
exercising prosecutorial discret. m. L :

There have been occasiofis where the Drug Enforcement Administration will
come in with a Il-ounce buy and they feel that this is not the quality of case
that deServes Tederal treatment, and they will decline prosecution. That case
will be referred to me ... if the case is not in jeopardy of being dismissed for
laclk of speedy progcution, I am obliged to take that particular case. )

In. o discussion on the effectiveness of New York State narcotics
lasw as o deterrent to “not only the street scene, but to-the wholesale
and import scene in drug dealing,” the special prosecutor agreed that
harsher penalties and stiffer confinements do not necessarily deter this
kind of trafficking. C ‘

On this point, the pervasiveness of drug trafficking, Mr. Charles
Kenyatta, a community resident, and introduced by Congressman
Rangel as a man “who had earned the right to speak out on these
issues,” having done community street work for the “last 15 years,”

?

testified that:

In this community*(Earlem), there is not a family in 2 miles in any divection
that is notinvalved in this traffic one way or the other, either as a victim, purchas-
ing, or selli‘{‘;‘g it. It has becone a way of life.
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TUsing the “Mr. Big,” class A-1 cases involving an ounce or more of
heroin, the question was put to Sterling Johnson, of how many of these
wvere out on bail. ’

jori t ai rill be back
sould say the majority of them. ... (They) can post bail, and wi ¢
ou%: Z)vl.fl) 1:the Sstz"eet and J'1’n business again, not worried about being arresteq again,
because he was already arrested once and he can m;ly do 15 years to life, one
time. If he does get caught again, the sentences will run concurrently.

Tt was determined, in summary, thateven if arrested,and a class A1
case made, there would not be a speedy trial if the bail requirement s
met. With the present bail system a well-heeled dealer can put up his

© 10-percent security, get out, and the chances are that he will never get

tried. ' » -

Questioned as to how big was a “Mr. Big”, Mr. Johnson replied:

: i indivi i i rwhacks it up” and

Asgguming that an individual has a kilo of herpin, and he “-W ;
puts S%t intog the street, he ean make $300,000 to 3{40_0,000 per. kilo, conseryatwely.
‘An individual with 50, 60 kilos can make $10 million to $15 million a year.

He said that one individual was a 18-year-old youth, who was not
and would not be considered a Mr. Big, had delivered 6 kilos of 1181'011,1,
and that this kind of case made up a third of the special prosecutor’s
backlog. '

Resfonding to o question as to whether LEAA has a broader role to
play in fighting drug-related erime, he said : v

{ i v ing the finger
4 d6, bul T am put in the unfortunate posture of LEAA pointing t 1
at%:ﬁz’ izrxty ;zovernmeng and saying that “You are not doing enough in this war oa;
druge, and we have supported you for @ amount of years, and the city governmen
is saying it is a Federal problem.” ) ‘

He said further, that notwithstanding what either the city or Fetd- :
oral Government said, drug Jaw enforcement and prosecution 1s Dot
top priority in New York City. Queried as to the results if arrests were

- made, consonant with the number of violations, he said that the situa-

tion would revert to that of August 1969 to August 1970, when 5C,000

narcotics arrests were made, and only 40 trials were held.

OFFICIAL POSITION OF POLICE DEPARTMENT ! JOSEPH PREISS, DEPUTY CHIEF
INSPECTOR, NARCOTICS DIVISION AND JAMES TAYLOR, DEFUTY POLICE
COMMISSIONER :

seph Preiss, Deputy Chief Tnspector, narcotics division, and .Dep:
uthPo ice Com’missgon%r James Taylor a,ppea,red for Com1mss.1;m;n
Codd gt his request to present the views of the gohcerdelz%{cingi)x : n
his prepared statement Mr. Preiss said that the New -}'OI'L ¢ ity Po 11(1:(3
Department’s effort to control the drug problem was directed pr énhflthy
toward the arrest of those who illegally possess or sell drugs wi ; 01 3
city, and tha* the department was not normally involved in enforeing
laws dealing with the importation or manufacture of drugs. 1o o
Detailine the three forms of enforcement effort, he listed 111 e {191-.
cotics division as handling cover investigations at all 1e,velslof t 1elc ‘nig |
trade; the drug enforcement task force which handles mid- %nc flll\Tge -
level traffickers, “especially when the violations extend outsid egﬁ 11“
York City,” and all of the other department umts,‘ not 1islpec { (;a y
assigned to narcotics enforcement. About this last group ne sai:
iali i ke narcotics arrests where covert investigations are
no?gzg)éiptgﬁlgézﬂi}:l:ﬁvlg%c?:;lunted"fb’r -aboit 90 percent of the total narcotics
arrests in the first 8 months of this year. ) R

5
“ L
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He further said this trimodel enforcement effort had produced a
sizable number of arrests, and that :

‘The incidence of drug violations in the 28th precinct is quite high, and much
of our effort is concentrated there. This precinef is quite small in area, consisting
of only 0.49 square mifes, and since the first of the year there have been over
2,000 arrests on various drug-related charges in that precinet.

Questioned as to the amount of discretion existing in enforcing the
criminal law, Mr. Preiss said he didn’t think there was a great deal of
discretion; that the policy of the department was that if officers saw
“a violation in their presence, where there is a legal basis for an arrest,
they should make an arrest and that the officer was not only authorized,
he is required to make an arrest.”

At a later point in response to a direct question, Deputy Chief In-
spector Preiss admitted it was his conclusion that arrests will not
solve the problem, but noted that this was his personal conclusion,
and denied that this opinion influenced arrest policies among officers,

Congressman Murphy responded : :

That may be your conclusion. But I think if a city administration saw that
film T saw here this morning, with crowds going from street corner to street
corner (and) even if you took them off the sfreets for a week or two weeks at
a time, * * * T would know my wife walking with my kids wouldn't have to fight
her way through almost a convention of drug pushers. At least chase them indoors.

In Chicago they do it clandestinely. They are not at State and Madisou, and they
don’t have trademarks.

I get the distinet impression as an outsider here that the city administration
in this financial crisis is saying, “We are cutting out all prosecution, all police
work on narcotics. We will hand that over to the Federal Government and let

ther pick it up.”

My, Preiss denied that he had made the statement that arrests were
not being made because the department: felt there was a fabk of com-
munity support and that arrests in areas might cause = riot. He said
that the statement was made in response to a different question, that is,
why the streets wére not swept clean, and that he had taken that to
mean “that 'we were to run some kind of a dragnet down the street and
scoop everyone up. I said that this would cause a riot.”

Mr. Rangel persisited and asked if Mr, Preiss thought the proper
(question to be whether or not street sellers and buyers in a partieular
location necessitated “the area being swept clean.” The answer was
that they did make arrests in thesoareas.

Mr. Rangel asked Mr. Preiss, as a New Yorker, if he thought the
situation would continue at 68th and Park in the same manner; he

- responded that arrests would be made and that “they may be dealt with
more severely after we get finished with them.”

‘When questioned as to whether to have a more effective conviction
rate it would be necessary to substantially increase the narcotics divi-
vision, he answered that “all the courts together had disposed of 2,100
drug indictments last year, and that the task force and narcotics divi-
sion alone can give the net number of felony arrests this year.” He
denied, however, that the department conditioned their arrests on the
ability of the court to handle the cases or of the prosecutor to prosecute,
saying:

It has been suggested to us, already, that o great deal of low-level arrests are

going to clog the courts, but we have had to make our arrests based on the
circumstances that we found,
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Chairman Rodino, referring to My. Preiss’ suppogt of the.maym{i
request in his prepared statement, and to M. Preiss conclu(flon as‘t-l
the lack of effectiveness of arrests, asked what would be done with
any funds that might be available.

Mr. Taylor answered: o

; i have 25 . The

: ne 1975, we had 31,000 sworn police officers. To.day‘, we 1800
criIﬁerl}ate ha; :gone up 17 ’percent, the highest rate o_f increase a.nywher% in the
country. We had a cutback and had to ((119 §h9 samg qg;) ;)v;‘;]la{ ﬁ;\:ﬁr czl)ggg %o 700
At that time (also), our narcotics division, at I ) I O 1ot

. Today, it is 480 . . . lagt year, we got a (Federal) grant to :

gg)%lglice %ﬁiers (whiell), stipulated that we use the officers in eeétam %ﬁag:
of law enforcement, (Of the) 205 officers rehired, 37 were mandated narc 3

Mr. Preiss said in addition:

i i ressi ffect. I don’t
ink the best we can hope Tor with qrrests is a suppressive el . -
thfnfch ;*ou are going to cure the problem with arrests. And .. ..thatic ﬁs a mxcs(i):gia,lég
that has been made, year after year, with everyone studying the nam
problem.

Mr. Rodino answered:

O euk, 15 cems fa e, foat i the. %Eé% Sjie:g:nfl"g}’::ﬁt

;’;fg;}én glgngggat‘ili'mshgf: r(if;tt%%ii?%%nséllglggyﬁgf?sgobecause arrests don’t meanv
P s o i of it thre ol by n 2 e e

?usti 5;1 tht%a‘teaigsts avrer veing made that substantially deter the drug tmﬁic.;
ot et Bl e o i, e ol

gggéds‘gl?sﬁgrﬁgi:%eags%fsotﬁlg? tcl(;g’%%l?;sgeigttiiga?gp& on' the part of the city and

local law enforcement. :

"« 3 '-"? T-
JUSTICE DEPARTMENT TESTIMONY ! ASSOCIATE ATTORNEY GL}.LI;;I‘J B;}z;N
DOLPHE W. GIULIANI AND ASSISTANT T.S. ATTORNEY FOR THE 80
DISTRICT OF NEW YOilK, JOIIN P. COONEY, JX,

1976, ( d from Associate
. December 10, 1976, the Select Committee hear n As >
i)e?)?lty Attorney General Rudolph 'W. Giuliani of the thjmtéce {Pef
partment and assistant U.S. attorney for the,\ Sout.hern. istrict- o
New York, chief narcotics division, John P. Cooney, Jr: ‘ N
Tn his introductory remarks prior to_the hearing, Cong{(éss&na
Raneel said the New York City Police Department had ‘cﬁacl e1 3 aﬁ
a matter of policy, which criminal law, ?nd stah?oz t](:{eifl :3; llexl\lrce ;1511 :
force. In certain areas of the city, narcotics dealer  ha
?ﬁg glllalfox'tunity to take over numerous streef corners ztnd 13911 t]lj%ellg
wares in clear view of both uniformed and 'undercove; police. it s
impossible to violate local narcotics laws without at théz S’%ines ﬁle
violating the Federal narcotics laws, I\‘Ir. Rangel 'not%l - 8}1) \;ern:
purpose of the hearing was to d'efgermmet‘h Whleﬁh(ir tl;s gfn r?gﬁt ?11 eTm
has taken the same position as the local gove ) L Ne:
13131’((3)111'};; Cllzi;y namely, law en¥orcemen(; will decide which crimes 31(: wﬂ‘f
prosecute or whether the Federal auth(t);rflt‘lﬁs r;z,cognlze that when ¢
ederal law is violated, enforcement must follow™. ‘ o
Fel%:i'grring to Maym: Beame’s letter to the Attorney fG%\leexali%\lﬁl{.
Giuliani began his testimoily by ngt-mg }gh&%g? E'l:?;sothe ?lg-oblem;
being the largest city in the country, obviously Taces The ¢
cgé;tged by =d1'§g a,busz more acutely than any cher city in the United

82-018 O -77-2
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States, but said that the problem of drug abuse is not limited just
to New York City, and that all adversely affected governmental en-
tities eall upon the Federal (Government for assistance whose resources
unfortunately, like those of State and local governments, are limited.
He conceded the appropriateness of active and direct participation by
the Federal Government in narcotics law enforcement, and offered the
rationale that the illegal distribution of even small amounts of nar-
cotic drugs depends on coordinated, sophisticated criminal activity,
involving hundreds of other individuals, This, he said, requires an
equally coordinated enforcement response. :

Queried as to whether, under the oath taken by U.S. attorneys,
they have the constitutional right to decide which part of a conspiracy
they will prosecnte, Mr. Giuliani said that it was a practical problem
more than a constitutional one.

He said thag: .

. .. brosecutorial discretion is exercised notwithstanding that the budget was
set up to selectively prosecute cases and (he doubted that) our society would
want the U.8. attorney to prosecute every single case brought to his attenfion.

My, Rangel said that he had been part of this policy, believing that
it was impossible to expect the U.S. attorney’s office ta enforce every
Federal statute that was broken, but, that attitude had encouraged
New York City police to assume this very elitist attitude.

Mr. Giuliani responded by saying:

First of all, we are faced with a history of budget requests made to the
Congress for increased regources that almost invariably arve cut in half, Practical
reality makes it impossible for the T.S. attorney, certainly in the southern dis-
trict of New York, to prosecute more cases than lie is presently prosecuting.

Myr. Giuliani in response to a query as to what authority allows the
U.S. attorney to decline cases said :

It iy a. very well accepted legal doctrine that a prosecufor exercises discretion
on any number of grounds. One of those recognized by the ABA and by cases is
-the simple practical decigion as to how he is going to use his resources most
effectively. If you have @ number of attorneys, and that is all the Congress will
give you, even though you have asked for more, you have to use them in the
way you think is most effective. . ,

Mr. Guiliani agreed that he would like to see the narcotics enforce-
ment resources of both State and local governments expanded, but
stated that if this could not be done, the Justice Department should
e expanded to deal with the additional strain resulting from limited
State and local resourees. S~ '

‘Congressman Gilman, referring to the President’s White Paper on
Drug Abuse, noted that the report called for mobilization of forces
and unified action, resulting in changes of attitude and direction. He
asked what policy change or written divective had been issued in that
Department to reflect the change called for in the white paper. The
witness noted that there had been none. S

Saying that the Attorney General had not issued any policy direc-
tive subsequent to the President’s declaration of narcotics enforcement
as a priority, the witness said that the Justice IDepartment was not
a highly bureaucratized agency, but that management changes had
taken place. Specifically, he cited “at least 10 to 12 major statements
(speeches) before assembled groups of narcotics enforcement officers
and T.S. attorneys on the necessity for reorienting their priorities to
deslmore effectively with narco’ s prosecutions.”

g
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Mzr. Cooney was asked what impact the executive proclamation has
had on his unit during the year that he had been in his present position.
Te said a good deal of the new directives received frpm the nlareotllcs
unit in the Department were really dquvctwesvlssued to units t }r01§g 1~
out the country, to model their narcotics units after the one 1n New
York. He noted : -

ial & nt of monitoring and recording concermng
thglﬁfeﬁ%smgsﬁzno% m?raﬁgsgsqgﬁnst major violators, which ig a fairly new
practice, They have set up what are known ag CENTAC grm?ps. ‘

Questioned as to the effectiveness of.CENTAC units, he mentloneld
the case of @ major New York narcotics violator in which 83 people
were indicted and convicted. He said also that that type of case is lt:elpg
developed in other parts of the country, where the same comdm(mog
in developing conspiracy cases 1S a relatively new deyelopmgl}t,t aillll
that it is probably 11)ene.ﬁcl'1a1 Logmuse 1ttsprezuds knowledge and intellt-
oence information throughout the country. )
be?’fg lal.tgfreed that the gga,l of this new unified approach is to confer
with the local prosecutors and to try to develop a strategy for the type

ase that is ideal for prosecution. ]
Ofgi)iﬁgl'e;snlall Range%}expressed amazement at the degrfze gf cooper %t
tion and high successes in prosecutions that have occurre 11;1 I‘(’fgh
rears, when in some 10 or 15 years before,‘ cases were nlgd% that ng}-l
Yolved conspirators in France and Canada, “and we were dealing Wé_d
heads of countries to extradicate narcotics viclators. Not onléslf id
we have local cooperation, we had international cooperation. }in_ nolzv
wo seem to be so satisfied here if DEA. and customs are talking to
ther”. : ,
ea%lugsti?ned by My. Nellis, chief cmmser»l, as t)o the numbf oftcaseg
that had been originated by the New York I olice depar tl}xllen’ anjd
brought to his office, Mr. Cooney promised to submit for the recor

the number of cases that have come in through the task foree and

' k Ci olice, whi 'e been picked np by
through the New York City Police, which have : ] |
the U{IS. attorney’s office and prosecuted s a result of that mtelhgencg.
The purpose of this questioning was to demonsrtra,te that the U. >
attorney’s office in the southern district of New York could very jzre’
take on more cases originally developed for prosecutlgn by the ei s
special narcotics prosecutor, who is backlogged some 1,200-1,500 major
cases. _ 7 o

: DISCUSSION/SUMMARY . ; .
: | ittee expr nge and disbelief at
Mombers of the select committee expressed outrage an elied
the scope and ‘nature of the lack of drug law enforcement. in New
ork City. - - o y
¥ Concrregsman Biagei said that the attitude seemed to be that with
incl'eagng numbers of drug traffickers and addicts, the 1)rob}en1 11s
without solution. He commented that there was a reign of tellror in
New York and most of the crime that plagues the people is the cor-
sequence of drug trafficking. o )
gecg‘::irll;f_,rr'essm an Gilman said that there was a lack of public consclous-

ness of the problem, a Jack of adequate funding, and 2 lack-qiian q}lll-
encompassing program for narcotics control, Congressman "Murphy

said that the proﬁems in New York will shortly be found in other

great metropolitan areas; and asserted that if Congrerssv tools over local
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police funding, Mayor Beame would have to come to Congress with
some plans for what he would do if the money were available.

Chairman Rodino, in response to the contention of the city that
controlling the illicit and iltegal traffic coming into the country is a
Federal responsibility, said, “Controtling the 1tlicit and illegal traffic
. coming into the country is a Kederal responsibility. iNonetheless, the
violations that occur in the local communities are local responsibilities.
There is no other national policy in this area.”

From the elicited testimony and as shown in the pictures and slides
at the November 19, 1976, hearing, it can reasonably be inferred that a
no-arvest policy exists in New York whether express or implied. The
conflicting testimony as to whether the uniformed officers make nar-
cotics arrests, would seem to fall in favor of the testimony that they do
not, since committee members and witnesses acknowledged that overt
sales in the presence of uniformed police officers who did nothing were
houtly oceurrences. It is also difficult to give credence to Mr. Preigs’
expressed personal belief that arvests have no impact on street dealing,
or on the line officers, over whom he has supervisory responsibility.

The city’s assertion that narcotics enforcement is a high priority
would also seem to be inconflict with the reality testified to by Sterling
Johnson, the special narcotics prosecutor. With regard to the lack of
black, Hispanic and female officers, the police department agreed that
the availability of such persons would make for more effective control
of drug trafficking. In citing the lack of funds, budget cuts and the
voluntary nature of drug assignments, the appropriate response would
seem ‘to be that given to the Justice Department by Congressman
Rangel : “Are the communities where the flagrant violations are taking
pla,ge 73171pposed to accept these reasons as the way things are supposed
to be?? )

The Select Committee did not discard Mayor Beame’s request for
Federal aid in drug law enforcement out of hand, but it was not
impressed with the declaration by the police department that any
forthcoming Federal funds would be used for making arrests. Mr.
Scoppetta, the mayor’s representative, clearly indicated, however, that
earmarked funds would be used as specified.

There was general consensus that because of the amount of drug
trafficking the city had t¢ deal with, it could focus on the need for
TFederal, State and local governments coordinating their efforts to
resolve this problem. While sympathetic to the fiscal constraints the
city presently functions under, there was concern expressed that budget
cuts had not been made with sensitivity to the effects on people, respect
for the police and the maintenance of the social order. ‘

The Select Committee concludes, based on the testimony of the Jus-
tice Department officials, that narcotics law enforcement in New York
City at the street level is not a high priority of the Federal Govern-
ment. That this lack of priority had contributed to creating “a class
of citizenry that can no longer expect enforcement of the law on a local

- or State level” was poorly received. ‘ :

This conclusion is based on the testimony that cites the double
budget cuts imposed by the executive branch and Congress, Notwith-
standing the President’s urgent proclamation for a high priority re-
sponse, no policy changes or written or werbal directives could be
cited by the Justice Department which gave effect or purpose to the
President’s directives.
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FINDINGS AND CONCLUSIONS

1. Drug trafficking is occurring on the streets of New York City
without substantial enforcement of either State or Federal drug laws.
While New York has the most severe anti-narcotics laws in the Nation,
these laws o not act as a deterrent and have had little or no effect

n traffic and use.
° 9, Drug related crime in New York City is now at a level of 50
percent of all crime. In 1976, there were 17,000 axrests for such erimes
alone. _ . )

3. The testimony indicates that drug law enforcement is not = high
priority of the city or of the police department as reflected in budget
figures and resource commitment. X o

L. New York City is in a crisis state because of drug related crime
and passive law enforcement, with implications for an unstable so‘cml
order and lack of respect for law. e )

5. A “no-arrest” policy as to street drug sales exists in New York
City whether express or implied. o o -

6. Because of budget constraints resulting in massive layoffs, New
York City’s current narcotics enforcement capability is insufficlent
for the scope of drug trafficking that exists. R

7. Budget considerations have severely hampered theentire criminal
justice system’s ability to effectively fulfill its prosecutorial and judi-
cial responsibilities.

8. The criminal justice system in New York City is in almost total -

collapse. The narcotics court has a backlog of 1,900-1,500 cases and
even if street enforcement was \71g91'0}1§ly pm'sped.;there' would he
inadequa? prosecu%orial and court facilities available to give speedy
rials to the accused. ,
tué.quhere is no operational integration of enforcement and treatment
offorts with the result that across the board cuts have exacerbated
the problem. -
10? Notwithstanding the appointment of a Deputy Mayor for Crum-
inal Justice, there is an apparent lack of the peeded ability required
for effective planning and integration of the criminal justice function.
11. The Federal Government has a shared responsibility with States
and cities in drme law enforcement as they have concurrent jurisdie-
tion over narcotics violations. In addition, narcotics trafficking in-
volves international transactions and includes aspects of interstate
commerce and thus further falls within the responsibility of the
g : ernment.. - .
Te{§1 ?.\%exc\jo%ork has no comprehensive or focused effective plan that
would appreciably affect the existing drig problem. The Fedeml
Government must rely on local law enforcement to confront stree

Tevel trafficking, as Federal resources are being focused on high level

cases, including conspiracy prosecutions and other targets Whmht 111;
volve interstate and international connections. Tt is important lllm1
the States prepare zlL ]]Jlan before the Fedeéral Government is callec
r emergency help. . ) )
upf?il. i;'(l)‘;lgnsglgct Cii)nim]ittee’s experiences in New f[orl: City, which are
recounted in this second interim report, are certain to require ifurgler
investioation and study. New York City may not be typical of o 1_e1ri
American cities, bub its recent history of lax law enforcement Wl_f
serve as o basis for studies of other cities, designed to determine 1
Tocal lasw enforcement is doing its job adequately and vigorousty.

3




APPENDIX
Hvernrs ForrowiNe NOVEMBER 19, 1976

Alleged rejection of LEAA money by New York City Police Commissioner

An investigation into an alleged rejection of earmarked LEAA funds, by Com-
missioner Cofld, revealed that a proposal was submitted to the State Cominis-
sioner for Criminal Justice, who delivered it to Judge Altman, of the Crimindl
Justice Council, to obtain Comnissioner Codd's approval. The rejection of the
proposal, not the money, was said to be based on the perceived lack of control
of officers whose salaries would have been paid with Federal funds and supposed
restrictions imposed by the city charter. Nevertleless, it was determined, also,
that the funds did not and had never existed.

Submission of police proposal for Federal moneys )

On November 26, 1976, pursuant to a request made by the hearing panel, the
NYPD submitted a proposal for an annual grant of $21 million, to provide for
an increase in personnel within the Nareotics Division and the Organized Crime
Bureau, funds for additional chemists, confidential investigation expenses such
as buy money and the rehiring of police officers for uniformed duty/presence
in variousg precinets consistent with their existing drug problem.

1t was said that the inerease in the inecidence of open narcotics violations was
the result of recent reductions in the sirength of the New York City Police

Department, accompanied by the continuing failure of the Federal Government

to stem the influx of dangerous drugs into the city.
Mayor Beame's field irip through Harlem

Because of the passive narcotics law enforcement situation in Harlem, as
characterized in the hearing record, a meeting with Mayor Beame fook place in
his office on Monday, November 22, with Police Commissioner Codd, Manhattan
Borough President Sutton; Central Harlem Councilman Fred Samuel, and
Congressman Charles Rangel. i .

My, Rangel and Borough President Sutton asked the mayor to take a firsthand
look at the street situation. He agreed and set a field trip for the following day.

On Tuesday, at approximately 5 p.m., the tour commenced in an unmarked
Narcotics Divigion van, driven by Sergeant Ingram, narcotics division plain-
clothes officer, with Mayor Beame, Poiice Commissioner Codd, Special Narcotics
Prosecutor Sterling Jonnson, State Senator Carl McCall and Congressman Rangel.

The trip covered Lenox Avenue and 114th Street, Bighth Avenue from 117th to
1934 Street and St. Nicholas Avenue at 126th and 127th Streets. At this last
loeation, approximately 200 to 300 people were congregated. Narcotics sellers
swere hawking their wares and yelling out brand names, While stopping at 127th
and St Nicholas, 2 young male attempted to sell epcaine with the visible brand
nawme, “No Respect” to the driver of the van, Sergeant Ingram, who grabbed
e cocaine and asked the pusher, “Do you know who I am?* The pusher replied,
“QOl, yeal, you're the police,” and casually sauntered away.

The mayor, sitting a few feet in the rear of the driver, witnessed the incident,
turned to the police commissioner and indicated that action had to be taken,

Commissioner Codd promised to act immediately, Noting that increased nar-
cotics arrests would exceed the eapacity of the city’s special prosecutor; the com-
miissioner also decided to explore the posgsibility of turning offenders over to the
0.8, attorney for prosecution under Federal law, :

On Monday, November 29, a special complement of police officers went to work
on the streets of Harlem to try and regain control. . :

Results of Mayor Beame's field trip

On Tuesday, December 1, 1976, some 3 weeks after the Select Conunittee's
hearing, the Vew York Times reported a “new erackdown against narcoties sellers
in Harlem, acting after Mayor Beame secretly observed open street sales of illegal
drugs on upper Bighth Avenue.”
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As of December 28, 1976, Deputy Comimissioner James Taylor, reported that
“Operation Drug,” begun November 24, 1976, had effected 1,111 arrests of which
only 3 had been discharged for insufficient evidence, of which 453 were felony
arrests and the remainder, misdemeanors. Additionally, 2,583 summonses were
issued, mostly traffic violations, or cruisers considered to be potential sellers or
purchasers. Commissioner Taylor also said that this was a coordinated effort of
183 men and officers of the uniformed and narcotics divisions, and that from
November 26 to December 18, the cost to the police department of this operation,
excluding overtime, was $663,991. Questioned as to community response, he said
his reperfs indicated only high praise for the police department’s actions. He
said thut the department traditionally “ran three sweeps a year,” but that the
problem was its inability to continue the pressure on violators. The Times re-
ported that the department was “apparently reacting to strong political and public
pressure about narcotics trafficking in Hurlem,” but also said that Francis J.
McLoughlin, a deputy commissioner in charge of publiec information, had denied
that the department had responded to political pressure in starting the sudden
unannounced drive, The news account quoted Sidney Frigand, Mayor Beame's
press secretary as saying, “The mayor was kind of shaken by what he saw,” (and)
“was amazed how open it was ond how impotent the present system is o deal
with the problem.” .

The article reports, however, that other police officials, who asked that their
identities be withheld, had said that political pressure had influenced the quick de-
cision to organize a special task force to effectuate some semblance of law and
order on the streets of New York City. The article continued ;

“Streef sales of heroin and other drugs have heen conducted openly for years
in Harlem with little police interference. Police officials have generally asseried
that campaigns against low-level narcoties dealers are ineffective since some
pushers are quickly replaced by others. Departing from a longstanding police
practice, undercover and uniformed officers have been told to make arrests on ob-
servations of sales or possession. Previously. most narcotics buys were made with
marked money by undercover policemen with backup officers watching so as fo
have strong conrt cases. The task force also has been instructed to erack down on
low-level sellers—another change in police strategy of concentrating on medium-
%r higrl‘l-%;vel dealers who are believed to control the narcotics business in New

ork Qity.” .

Assistant Police Chief Harold Schryver, commanding officer of all precineis
north of 59th Street, is reported to have said that several mediura-level drug
dealers had been arrested, commenting : ‘

“We've made some. good narcotics arrests and also some good gun arrests
hecause of this drive.”

This prompt and rather spectacular change of local law enforcement poliey in
New York City again demonstrates that when a Committee of Congress holds
public hearings on an acufe problem of this kind, the public is quick fo demand
prompt action. The Select Committee is justifiably proud of its role in effectuating
this change of policy.

BEXHIBIT A

TaE - CiTy oF NEW YORK,

OFFICE OF THE MAYOR,
New York, N.Y., October 26, 1976.
Hon. Bpwarp H. Lgvr, )
The Attorney General,
Washington, D.C.

DeAR ATTORNEY GENERAL LEvI: I.am asking your urgent atfenfion to the prob-
lem of narcotics. law enforcement, prevention, and treatment whiell has a dis-
proportionately heavy impact on the city of New York and its residents.

According to our best estimates, the city of New York has betyween 85 and 40
percent of the Nation's narcotics addicts. Ironicglly, however, the city receives
perhaps 3 percent of the Federal funds earmarked for treaiment, prevention, and
enforcement,

According to the Federal budget figures for fiseal year 1977, Federal programs
to this city totalled only $15.1 million for various enforcement, prevention, and
treatment programs, compared to $18.5 million in fiscal year 1976. Almost all of
these funds are for purposes of freatment, and pale in comparison to the almost
$100 million expended by the city in its own tax revenues for such purposes.
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A large percentage of the crimes reported in this city are drug relate'z_d; In 1975,
for example, the police department of the city of New York logged 1,170_ drug-
related felony arrvests and 9,473 drug-related misdemeanor arrests. In a time of
fiseal criseg for the eity, the strain on our criminal justice system to divert its
efforts toward drug trafficking aund drug-related crimes places an undue burden
upon our city’s taxpayers. .

pI helieve 1};: is iu?pgrative that the Federal Government in_stitute as rapidly as
possible 4 major revision in its program priorities to deal with the tqtal prob}em
of narcoties addiction and the traffic of illegal drugs that finds their way into
the streets of our city. ) . . .

At minimum, the cost of operating the city’s police narcotics d1v1§1on and
other functions of the criminal justice system dealing speciﬁpally mph ﬁr_ug—
rvelated erimes should be borne as a Federal funding responsibility. This action
alone would enable the city of New York to provide an additional 750 police
offeers to regular street patrols and enable us to wage a Inore successtul effort
in our continuing war against crime. .

Clearly, the apprehension of offenders is of little value unless there is an adg—
quate program fo provide for the speedy prosecution of such offenders and ulti-
mately, the rehabilitation of those in custody. The office of prosecution, which was
established specifically to prosecute narcotics offenses in New York City, now faces
the loss of Federal and State funds. As a result of budget c¢utbacks, that oﬂice,_a1~
ready critically short of the staff necessary to handle a backlog of nearly 1,500
pending narcotics indictments, will lose 15 assistant district attomeys‘ and the
courts will be forced to close 5 of the 12 court trial parts. The situation is now so
serious that fhie possibility is imminent that important indictments will be dis-
missed because of an inability to speedily prosecute them. . o

The area of treatment and prevention is woefully underfunded in this e3ty.
Out of $482 million for treatment purposes in the ¥ederal budget, the city of I\-_ew
York will receive only $14.7 million in fiseal year 1977, This is a gross inequity
which must be corrected if indeed the city and thig country are to begin to make
worthwhile inroads into curbing the narcotics epidemic which is draining the
energies of our municipal system and permitting a cloud of terror to hang over
our law abiding citizens. .

T wonld like to meet with you to see how we can -move ahead with a t9ta1
narcotics program vwhich can assist ns in coping with the problem that will just
not go away unless the resources of our Federal Government are concenirated
where the problem exists. .

Thank you for your consideration.

incerel
Sineerely, ABrAEAM D. BEAME,
. Mayor.
Ex=IBIT B

TrE DEPUTY ATTORNEY (GGENERAL,
Washington, D.C., December 1, 1976,
Hon. ABRAEAM D. BBAME,
Mayor, the Qity of New York,
Opice of the Mayor; New York, N.Y,

DEeaR Mayor BEame: This is in vesponse to your letter of October 26, 1976. to
Attorney General Levi concerning the problems of narcolies law enforcemeglt,
prevention, and treatment in the city of New York. The Department of Justice
and other depariments involved in the Federal effort to combat drug abuse .sh:u-e
in your grave concern over the drug abuse problem, Although none can dispute
the gravity of the situation in New York City, drug abuse is a pervasive problem
throughout the United States and has prompted other State and local govern-
ment officials to turn to the Federal Government for assistance.

Unfortunately, Federal resources, like those of State and local governments,
are limited and cannot possibly satisfy all the competing regll_e§ts. As you know,
the Department of Justice does not have any direct responsibility for overseeing
or financing drug treatment and prevention programs. Such programs would fall
within the jurisdiction of the Department of Health, Education, and Welfare.
Justice does, however, have substantial responsibility for enforeing the I«jedeml
narecoties statutes and for assisting through the Law Hnforcement {kssxstance
Administration, State and local governments in enforcing their narcotics }aWSA I
trusk that the following discussion of Federal efforts in the area of llal‘CO.tICS law
enforcement will be of assistance to you in understanding the competing con-
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siderations which we face in making resource allocations, as well as providing
information on the substantial Federal efforts which have been and continue to
be made to assist New York City indrug enforcement.

No one would dispute the appropriateness of the Federal Government’s active
and direct participation in the narcotics enforcement effort. This is so because the
illegal distribution of even small amounts of narcotie drugs depends upon the
coordinated efforts of many individuals performing distinet yet complementary
roles in different areas within the United States and diverse nations throughout
the world. In narcotics cases, as with any coordinated sophistieated eriminal
activity, it is most difficult to reach those at the highest level of the organization.
The organizational pattern exists not only to make possible the manufacture,
importation, and widespread distribution of narcotics, but also. to insulate from
detection those who finance, plan, and otherwise direct from afar all the elements
of the narcotics traffic. Common sense dictates that this type of coordinated
sophisticated eriminal activity requires an equally coordinated and sophisticated
enforcement response.

Thus, the role of the Federal Government in narcotics enforcement cannot be
limited to, or even primarily directed at, providing financial assistance to State
and local communities in enforeing their own narcotics 1pws, The Federal Govern-
ment must perform certain functions that cannot be adeyuately handled by State
and local governments—interdicting drugs being smuggled into this country, in-
vestigating those eases which penetrate the interstate and international organiza-
tions which support every narcoties transaetion, and uncovering those at the
highest levels of narcoties organizations who make such transactions possible, In
other words, the Federal role in narcotics enforcement is and must be fo perform
those activities necessary to the enforcement effort which are beyond the juris-
diction, limited resources, and professional expertise usually available at the
State and local level.

This does not mean that the Federal Government should direct all of its
resources to these goals. Of course, the Federal Government must, to some extent,
participate direefly and indirectly in making so-called street cases—arrests of
low level retail narcoties dealers. Tt simply means that the primary focus of the
Federal effort must be at those organizations and violators who are beyond the
reach of State and local jurisdictions, while State and local governments must
assume the primary responsibility, with appropriate assistance from the Federal
Government, for arresting the retail dealers who sell narcotics within their
respective jurisdictions.

All this is by way of emphasizing that the Federal contribution toward nar-
cotics enforcement in New York City cannot be measured simply by looking at the
percentage of Federal funds budgeted for narcotics activities which are directly
received by the eity. In a very real sense it can be said that just as New York
City has a large percentage of the Natisn’s narcotics addicts and dealers, 8o too
it receives a large percentage of the benefits from the overall Federal narcotics
enforcement effort. For example, the arrest and conviction in S8an Diego, Calif., of
individuals engaged in a mnarcotics conspiraey to import heroin from Mexico
through the border in southern California for eventual distribution in New York
City obviously benefits New York City and relieves its police, prosecutors, and
courts of burdens that would otherwise be borne by them. Narcotics trafficking is
by no means a local phenomenon, and Federal enforcement efforts throughout
the country and indeed around the world have an impact upon the narcotics
problem within New York City.

The extent of the Federal enforcement éffort within New York City is itself
very substantial, The Drug Enforcement Administration’s New York Regional
Office consists of over 300 employees, including 167 specinl agents. DEA plans
to assign 23 additional agents to this office. The two T.S. attorneys’ offices in New
York City employ a total of 18 assistant U.8. attorneys who work exclusively on
major narcotics cases. In addition, approximately 25 or more assistants in both
offices spend a large portion of their time on narcotics prosecutions. In all, approxsi-
mately 25 to 30 percent of the resources in these two districts covering New York
City are devoted to narcotics enforcement. Obviously, this means that a very
significant portion vf the Federal court caseload in New York City also involves
narcotics prosecutions, ‘ )

Of course, I am in complete sympathy with the central point of your letter
that Joeal narcotics enforcement nonetheless imposes a tremendous burden on New
York City’s resources, a burden which you believe should be alleviated by the
ngeral Government assuming the entire burden of funding New York City's
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narcotics law enforcement efforts, However, the level of Federal aid to local
narcotics enforcement in New York City is alveady quite substantial, and far
exceeds that provided to auy other State or city. The Federal Government bears
almost the entire cost of the New York drug enforcement task force., DEA pro-
vides agents, funds for purchasing evidence and paying informants, rental of
physical facilities, and vehicle maintenance from its budget. At present 39 special
agents are assigned to the task force, and 4 more should be brought in soon to
bring DEA staffing up to a ceiling of 43 agents. The cost to DEA in fiscal year
1976 of agents' salaries and the other expenses listed above was $2,397,623, DEA
has also purchased the 115 vehicles for the task force, at an additional cost of
$448,754. During the past D years, over $4 million in IIBAA grants have heen made
available to New York City to defray the costs of the city policemen’s participa-
tion in the task force. i

Moreover, DEA’s New York regional office provides intelligence assistance to
the New York City Police Department. For example, over the past 13 months
DEA in New York supplied approximately 12,300 names of suspected narcotics
trafickers and their associates in response to requests for intelligence informa-
tion, most of which involved direct requests from your police department.

Indeed, LBAA has overall provided a significant amount of money to New York-
City for drug abuse control. Since fiscal year 1972, well over $25 million has been
made available for drug enforcement, prevention, and treatment. Perhaps the
most significant indication of Federal aid which has been given to New York City
for drug enforcement is the faet that of the tofal of approximately $64 million in
LEAA discretionary grants to State and local jurisdietions for drug enforcement
which were made in fiseal year 1972 through fiscal year 1976, roughly $22.6 million,
or more than one-third, went to New York City. The special narcotics court pro-
gram glone hag accounted for almost $§17 million, with the remainder going to
such efforts as the unified intelligence division and the task force program. These
resource commitments far exceed drug abuse support ir any other local jurisdic-
tion. Moreover, when the totality of LEAA funds which Lave been provided to
New York City for all purposes is considered, and not simply those funds spe-
cifically provided for drug enforcement efforts, the records reveal that New York
City has received approximately $110,000,000 since fiscal year 1972,

While it ean be said that much more could be done, the level of LIZAA assistance
which has been provided is quite remarkable in view of the statutory constraints
on LEAA’s budget and the competing pressures for its limited funds. By statute,
85 percent of all action funds received by LIBAA must be turned over fo the States
in the form of block grants, and the Federal Government cannot direct how these
funds are to be allocated by State planning agencies. It is our understanding
that in recent years the New York State planning agency has cut back its use
of LEAA block grant funds for drug abuse programs, since such programs have
been finauced with State funds instead. Moreover, even the 15 percent of the
LEAA budget which is retained by it for distribution as discretionary grants is
not swebject to distribution at LEBAA’s unfettered discretion. Both directly by
statutd and indirectly by expressions of intent, Congress has set certain priorities
for the distribution or these funds. Since 1973, Congress has established the areas
of juvenile delinquency, courts, and corrections as priorities in the awarding of
LEAA grants. Thus, only a very small percentage of the total LEAA action budget
of $487,057,000 in fiscal year 1977 is available for distribution for drug abuse
programs. ‘

The fanding problems of the New York City special office for narcotics prosecu-
tions illustrate another of the constraints upon the use of Federal funds to sup-
port loeal narcotics enforcement efforts. This component by the special narcoties
court program has been funded by LEAA discretionary grants, which by statute
may only he used to fund “demonstration” programs, nof local programs per se.
The funding of this program for 5 years already constitutes an exception by LEAA
to its mormal policy whereby such programs receive only 3 years of finanecial
assistance. While LEAA discretionary funds-are no longer available, block grant
funds could be nsed to continue Federal financing of this office. This decision rests
with the New York State planning agency.

Wholly apart from the above considerations relating to the amount of Federal
resources which can be made available fo jurisdictions such as New York City
for local drug enforcement programs, there is of course the additional broad
policy question of the extent to which local enforcement efforts should be
federally financed. In this connection, it should be mentioned that DEA developed
an LEAA grant application for $8 million in January 1976 for the New York
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City Police Department to support the salaries of some 155 policemen, This appli-
‘ention was subsequently vejected by the police commissioner due to his concern
that it would result in these policemen being too far removed from his control.
Moreover, he felt that such assistance would be antithetical to the eity charter,
slince; he would be relinquishing certain city responsibilities emumerated in that
charter.

Enforeing the Federal laws prohibiting the distribution of dangerous drugs is,
and I am sure will remain, a major priority of the Justice Deparfment. An
increase in those efforts in New York City, substantial as they lhave been in
the past, certainly should be considered. However, I do not believe it is at all
realistic or prudent to expect the Federal Government to assume the entire
burden, financial or otherwise, for enforcing the New York State laws prohibit-
ing possession and distribution of dangerous drugs. Indeed, to do so would require
the Federal Government to assume that responsibility in any number of other
cities throughout the United States gnd such an extensive Federal assumption
of loeal police powers is unwarranted and unwise. I believe that the best answer
to this problem is to. be found in close and effective coordination among the
three levels of,government-—Federal, State and local—responsible for containing
the drug abusée problem. The emphasis in Federal enforcement efforts must re-
main- upon the interdiction of marcotics eéntering this country, the disruption of
nareotics trafficking networks, and the investigation and prosecution of major
drug violators. As mentioned earlier, this Federal strategy should have an effect
upon the quantity of substances entering this country and their subsequent re-
distribution, resulting in a decline in drug availability in the streets, and thereby
alleviating narcotics related problems in New York City and other areas. At the
same time, the Federal Government through LEAA assistance to local law
enforcement ‘efforty and HEW assistance to loeal prevention and tregtment pro-
grams can, and should continue, to lend financial and technical support.

I am at your disposal to discuss with you or any of your representatives any
‘réasonable” inereases in financial or technical-support within the legal and
practical constraints placed npon the Federal Government and in particular
upon the Justice Department. :

Sincerely,
) j Harorp R. TYLER, Jr.
Bxumir C

Tas Cixy oF NEW YOREK,
DEPARTMENT OF INVESTIGATION,
} i ) New York, N.Y., December 22, 1976.
Hon. PrTER 'W. RODINO, B L

Room 2462, Rayburn House Ofice Building, ' ot
Washington, D.C.

Diar CoNeressMAN Ropixo : Enclosed is & copy of a proposal for use of Federal
funds which have been requested to assist New York in the enforcement of the
law as it relates to narcotics prosecutions. You may remember that you asked
me to-supply you with this information when I.testified before your committee
on November 19, 1976. This information has al., been forwarded to Chairman
Lester Wolff by Wirst Deputy Police Commissioner James Taylor.

If you have any questions yvith respect to this proposal, I would be delighted
to disenss the matter with you further, Thank you for your interest and assistance
in this regard, : :

Sincerely yours, i ) .
NIcHOLAS SCOPPETTA,
Deputy Mayor for Oriminal Justice.

Proposal: For grant of Federal funds, :

Request : Por $21 million. .

Problem: With the recent reductions in strength of the New York City Police
Department, accompanied by the continuing failure of the Federal Government
to stem the influx of dangerous drugs into the city of New York, the incidence
of open narcotics violations has inereased considerably.

Proposal : To address that problem the following proposal is made;

A grant of $21 million annyally be made to the city of New York.

These funds would be used ag follows ¢ :

(1) To intensify tlhie enforcement of the narcotics laws, the narcotics
division. would be increased from 481 personnel to 800, with provision for
maintaining a supervisory staff consistént with the increased complement.

St
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The number of rehired police officers would be 319, and promotions would
be made to provide an appropriaté level of supervision in the marcotics
division and to maintain the existing level of supervision in the rest of the
department, (Schedule of expenses—A)

() Personnel within the Organized Crime Control Bureau would be in-
creased, including the supervisory staff, to maintain the same level of
support as presently esists. This would be an increase in staff of 36. It
would resulf in the rehiring of 35 police officers, and promotions wquld be
made to provide an appropriate level of supervision in the support units and
to maintain the existing level of supervision in the rest of the department.
{Schedule of expenses—B) . :

(8) Thirty-seven (37) additional chemists would be hired to.process the
addifional drugs seized by the increased personnel. (Schedule of expenses—QC)

{4) An increase in special expenses, including buy money and other con-
fidential investigation expenses, would be budgeted to provide for the addi-
tional personnel. (Schedule of expenses—D)

(5) An allowance of 5 percent of the foregoing costs would be budgeted
to provide for equipment; transportation, and other overhead costs. (Schedule
of expenses—E) L

{6) With the remaining funds, 269 police officers would be rehired, to be
assigned to uniform duty in various precinets, consistent with the size of
the street narepties problem existing in such precinets, for the purpose of
providing increased uniform presence and attention to the narcoties problem.
{Schedule of expenses—F) | .

NA;?CDTIGS ENFORCEMENT ENHANCEMENT PROGRAM, SCHEDULE OF EXPENDITURES

Number of peaple
~ Incremental .
Required Required €os Total cost
Rank . [ Increase  promotions rehiring  (per person) of changes
A. Additional narcotics djvision per-
sonnel nlazguiéesg {0 increase ND . }
persongiel 1o 800:

i $2,759 $5,618
353&‘%1?‘.‘.’”“" ; 12,603 75,618
Lisutenant. 13 , 123 4%,3 A
Sergeant ;.- 43 7,613 , 00

POYCE OffICET - s e s e em 257 . 27,758 8, 854, 802
117\ T g 319 89 318 . NA 9, 505, 281
8. Additional personnel for OCCB sup- ‘ o .
s i 3 $ e 5,123 15, 369
Sergeant. ...-u 8 ) & ST 7, 83,743
Police OffiCer o nminacmerniinan b2 S 35 27,758 971, 5?0
A YA
TOMBL 2 coam o i e e s 35 1 35 NA ¢ 1,070,630
Cumplative total cost. ... e~ e e e m i e e T i 10, 675,923
C. Additionial personnel for crime ab- o i
oratory: Civilian'chemist._... oo 7 N AR 17,500 647, 500
Cumulative total coste . mrmmaiomunrnn . - 11,223,423
D. Special expenses (See explanatory . ! :
pnote on next page)...-~ st ey —— - 1,662,526
Cumulative total cost. .o c e oe - 12, 885, 949
‘E. Overhead allowance (See explanatory . :
note on next page.). - IR . - 644,297
‘ Cumulative total cast..... i i am . . . 13,530,246
F. Additional petrsor{ne| forfielgservlces .
B Cs-prone
aars:;%?rgo{lice of?icerr_‘zirf?__;.l_){,_.. 269 iimoeemmeoia- - 269 . 27,758 7,466,902
Cumulative total cost- e At e A i 8 e o e e s o 70,997,148
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EXPLANATORY NOTES TO SCHEDULE OF EXPENDITURER

A, and B. Far gach supervisory rank transferted to Narcatics Division or to 0CCB support services ene vagancy will
exist elsewhere in the department. Therefore, promotions for eachi rank include the number needed to meet the new
complenent of that rank plus the number in that rank who were promoted to the next higher rank.

. D, A, ahove increases the number of Narcotics Division investigators by 74,5 percent. Accordingly, the same percentage
increase is anticipated in special expenses as follows;

. Current Anticipated

Expenditure category : cost increase
Overtime and night differential. . ... w——— - $778,782 $530, 222
Narcotics buy money e 1,113,003 829,600
Miscellaneotis expensest e oo v o ot s 340,010 252,704

Total J— - 2,231,795 1, 662, 526

1 {ncfudes investigator expenses, payments to confidential informants, costs of use of private automobiles and of
special rental vehicles, and expenditures on special projects.

E. For the department as a whole, ahout 95 percent of its total budget goes to personnel expenses. Hence, a 5-percent
atlowance is taken for overhead costs,

Exgisir D

THEn Crry oF NEWw YORE,
PorLICE DEPARTMENT,
New York, N.Y., November 26, 1976.
Congressman LESTER WOLFF,
Chairman, Select Gommitice on Narcotics Abuse and Conirol,
Washington, D.C.

“Dear ConeressMAN Woryr: On November 19, 1976, at a public hearing con-
ducted by the Select Committee on Narcotics Abuse and Control, held at the
‘New York State Office Building, 163 West 125th Street, New York City, chaired
by Representative Charles Rangel, the committee requested that I forward a
program for attacking the narcotics problem in New York City, in the event
Federal funding was made available for this purpose,

The attached proposed plan is respectfully submitted for the review and con-
sideration of the committee. The granting of §21 million in Federal funds, as thig
plan proposes, will enable us to vigorously combat the narcotics problem in our
city. o v

Yours truly, - o
: . ' JAaMES TAYLOR,
Acting Polive Commissioner,
Proposal: For grant of Federal Funds, .

Request : For $21 million.

Problem: With the recent reductions in strength of the New York City Police
Department, accompanied by the continuing failure of the Federal Government
to stem the influx of dangerons drugs into the city of New York, the incidence
of open narcotics violations has increased considerably. : .

Proposal: To address that problem the following proposal is made:

A grant of $21 million annually be made to the city of New York. .
These funds swould be used asfollows:

. {1) To intensify the enforcement of the narcotics laws, the Nag:cotics
Division would be increased from 481 personnel to 800, with provision for
maintaining a supervisory staff consistent with the increased complement.
The number of rehired police officers would be 319, and promotions would
he made to provide an appropriate level of supervision in the Narcotics
Division and to maintain the existing level of supervision in the rest of the
department. (Schedule of expenses—A.) .

(2) Personnel within the Organized Orime Control Bureau would be in-
creased, including the supervisory staff, to maintain the same level of support
as presently exists. This would be an increase in staff of 35. It would result
in the rehiring of 35 police officers, and promotions would be made to ~p1:ov1de
un appropriate level of supervision in the support units and to maintain the
existing level of supervision in the rest of the Department. (Schedule of
“expenses—B) ) .

{3). Thirty-seven (37) additionnl chemists would be hired to process the
additional drugs seized by the increased personnuel. (Schedule of expenses—C)

{(4) An increase in special expenses, including buy money and other con-
fidentinl investigation expenses, would be budgeted to provide for the
additional personnel. (Schedule of expenses—D)
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(5) An allowance of 5 percent of the foregoing costs would be budgeted

to provide for equipment, transportation, ard ofher overhead costs. (Schedule
of expenges—I%) -

(6) With the remaining funds, 269 police officers would be rehired, to be
assigned to uniform duty in various precincts, consistent with the size of
the street narcotics problem existing in such precinets, for the purpose of
providing increased uniform presence and attention to the narcoties problem.
(Schedule of expenses—F) . ; ‘

NARCOTICS ENFORCEMENT ENHANCEMENT PROGRAM, SCHEDULE OF EXPENDITURES

Number of people
{ncremental .

. Required Required : cost Total ost
Rank : Increase -- promotions rehiring . (per person) of changes

A. Additional narcotics divislon per-

sonnel recimred to increase ND

personnel to 800 : )

© Daputy Inspestor.c e awai i wenn s 2 A $2,759 $5,618
CapHai ce e e e e ms e 4 6 12,603 75,618
jetitenant - 5,123 97,337
Sergeant_..uceceovicanan 7,613 472,006
Police officer., 27,758 8,854, 802

Totale e aw

B. Additicnal personnel for DCCB sup-
port services: )

NA 9,505,281

LIQUERNANE - - et e 3 kI 5,123 15,369
Sergeant, 8 ) & R, 7,613 83,743
Police OffiCer v covem et e maremaan s 2 35 27,758 971,530
Tolal, e eawccmmcan [, 35 14 35 NA 1,070,642
Cumulative tolal ¢ost. .o cc e e Zenn e aman 10, 575,923

. Addilional personne} for crime lab-
oratory: Givilian chemist. . ...cnce <7 U 17,500 647,500
Cumifalive total 608te v e e e e m i an b i . [ —— o 11,223,423

D. Spacial expenses (See explanatory
pnr)te on r?ext page(.) ..... - — — 1,662,526
Cumulative total cost. nn o cinam e 12,885,949

£, Overhead allowance {See explanatory '
BOEE ON NEXL PALEY wmrn amcem e st s s o e e v et s 1 o e e i e 644,297

 Cumulative Total cost 13, 530,246
it iieod ' -

areas: Police officer. - «aumcavisvn- 269 e 269 27,758 7,466,902

Cumulative total ost. oo e B— ’ 20,997, 148

E)iPLANATORY NOTES TO SCHEDULE OF EXPENOITURES

A. and B, For each supervisory rank transferred to Narcotics Division or to OCCB support services ope vacancy will
exist elsewhere in the department, Therefore, promotions for each rank include the number needed to meet the new
complement of that rank plus the pumber in ﬁhat rank who were promoted to-the next higher rank,

. D, A. aboye increases the number of Narcolics Division investigatars by 74.5 percent. Accordingly, the same parcentage
increase is anticipated i special exgenises as follows: ‘

cdrrenit: Anticipated

Expeudimte categoty i ’ cos fncrease
Overtime and night differential e e i e bt e s e e S e e $7178,782 $5'80 222
Nareotics buy oty 0 1,113,003 829, 600
Miscellaneaus expenses L.... Cnm—— 340,010 252,704

Totalun e winns : -2,231,795 1, 662, 526

t Includes investigator experises, payments to confidential informants, costs of use of private automobiles and of .

special rentat vehicles, and expenditores on special projects.

E. For the department as a whole, about 95 percent of its fotal budget goes to personnel expenses. Hence, a S.percent
allowance is taken for overhaad costs, )
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HExuisir B

U.8. DEPARTMENT OF JUSTICE,
DrUG ENFORCEMENT ADMINISTRATION,
New York, N.Y., December 2, 1976.
Ms. JEANNE ROBINBON,
Houge Select Committee on Narcoties Aluse and Cantrol,
Room 3260, House dnnex Two,
Washingion, D.C.

Drar Ms. Ropinson: In November of 1975 the attached draft proposal was
submitted to the Criminal Justice Ooordinating Couneil of the city of New York
and to the New York City Police Department recommending the payment of
salaries of the 155 New York City police officers and 21 State troopers assigned to
the New York Drug Enforcement Task Force and the Unified Intelligence Division
in the city of New York. ‘

The support of these 155 local officers, that is, clerical, equipment, office gpace,
et cetera, were glready supplied by Federal funds from the DEA budget and a
LEAA grant with matching funds from the city of New York.

Also attached is the 1978 proposal submitted to the Department of Justice by
the city of New York, This proposal was accepted in concept, a planning comniittee
was assigned to implement by phase that portion of the proposal acceptable to
the participating ageneies, namely ¢ The Drug Enforcement Administration ; The
New York City Police Department; and The New York State Police,

For all intents and purposes that proposal is not dead but we are in phase IIT
with LEAA support for the Unified Intelligence Division, phase officially ending
December 31, 1976.

Very truly yours,
ARTHUR (IRUBERT,
Associate Regional Director,
Intelligence/ Planning.
Attachment,

Sy~oprsis

The following proposal is submitted to mainfain the initiative gained by law
enforcement, in the city of New York, in its effort against illicit drug traffic in
this city.

Substantial inroads have been made by rhe three major enforcement agencies
with the responsibility of enforcing the parcotic laws in the city and State of
New York, namely : The Drug Ilnforcement Administration ; the New York State
Police ; and the New Yorlk City Police Department. -

One of the major accomplishments of these agencies has been their ability to
work together, coordinate their activities, and, in fact, introduce to the Nation
a new. concept in enforcement; a completely coordinated, struectured, unified
operational unit known as the New York Drug Enforcement Task Iorce and a
. unified intelligence division, The latter was tasked with the mission of identifying
those problems of greatest concern in drug trafficking and developing an enforce-
ment policy endorsed by the parent agenciesto attack the problem where it would
result in the greatest success in New York City. The gathering and analyzing of
all available data would permit the agency administrators to develop a strategy
to curtail the problem of illicit abuse and traffic in drugs. Therefore, to react to
the changes in the trafficking patterns recently identified in the New York City
area and to prevent a return to the intolerable conditions of drug abuse that we
%vitriessed, in the 1960°¢ and eariy 1970's, funding is requested in the amount of

7,411,370,

In his letter of transmittal which decompanied the Domestic Council Drug
Abuse Task Force's “White Paper on Drug Abuse,” the Vice President of the
United States, Nelson D. Rockefeller, introduced his task force's report to the
President of the United States by stating that:

“Drug abuse is one of the most serinus and most strategic problems this country
faces. Its cost to the Nation is staggering; counting narcotics-related crimes,
liealth care, drug program costs, and addicts’ lost productivity, estimates range
upward of $17 billion a year. In addition to these measurable costs, the Nation
bears an incalculable burden in terms of ruined lives, broken hontes, and divided
communities, ) .

“The task force believes that the optimism about ‘winning the war on drugs’
expressed 50 eloquently and confidently only a few years ago was premature. It
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urgently recommends that the Federal Government reaffirm its commitment to
combatting drug abuse and that the public officials and citizens alike aecept the
foet 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
whibte %)tal’)er provide a solid base upon which a reinvigorated national effort can
be built.’ i

Taking these words of the Vice President ag seriously ds they were meant, the
following is submiitted as a proposal, which if earried out, would evince an effort
on the part of the Federal Government to positively reaffirm its commitment to
combatting drug abuse in the New York metropolitan area.

Background

For New York City and its environs, the last half of the 20th century brought
with it a dramatic and deadly increase in the magnitude of the drug abuse prob-
lem. All the statistical indicators, addict counts, narcotic related-arrests, narcotic
related deaths, incidents of hepatitis, number of drug treatment program regis-
trants, et cetera, pointed out an alarming growth of the diseage of drug abuse.

The growth of the problem was, of course, nationwide but the unique position of
New York did more than reflect the nationwide trend, it magnified it. Intelligence
sources all agreed that New York City contained over half of this Nation’s addiets.
Moreover, the ecity’s natural position as the leader in commerce and finance
equipped it well for its infamous distinetion of being the drug distribution center
for the entire country. These cousiderations made two conclusions manifestly
obvious ; first, that the enforcement problem in New York was well beyond the
scope and resources of the local authorities, and second, that Pederal enforcement
efforts should reach a high level of concentration here.

Despite increases in the separate efforts of Federal and local enforcement agen-
cies, the problem worsened. Supplies of illicit drugs increased in spite of seizures.
Profitability was high and a lenient attitude in the loeal courts made drrest little
more than a nuisance and deterrence little more than a word in the parlance of
legal theorists. As an illustration, the New York City Police Department arrested
26,799 persons for narcotic-related felonies in 1970, of which less than 2 percent
were convicted of a felony and sentenced to over a year in jail.

Historically hampered by the profusion of overlapping jurisdictions under
which he had to work, the agent or officer engaged in the enforcement of drug
Iaws labored under another handicap which sprang, enigmatically, from his own
comrades in the war against drugs. We are speaking of the profusion of enforce-
ment entities and the spasmodic appearance and disappearance of cohesive strate-
gles for dealing wifh the drug problem. In addition fo the New York City Police
Department with its 26,800 police officers, there are at least 15 other munieipal
agencies which employ large staffs of peace officers. New York State has a pumber
of enforcement units in the area and until recently, enforcement of the Federal
narcotics laws was a major responsibility of four Federal agencies (BNDD,
ODALE, ONNI, Customs), Lack of coordination, meaningful cooperation, duplica-
tion of effort, and internecine disputes characterized the drug enforcement effort
up to 1969 and without a doubt, greatly impaired the effectiveness of the coura-
geons men who fought against the rising tide of drug abuse, against the waste and
destruction that it breeds. : . .

Faced with a tremerdous incresdse in drug addiction and an increased supply
of heroin from Europe during the late 1960’s and early 1970's, drug enforcement
in New York City was ready to-take a long stridein the right direetion. February
1970 saw the formation of the New York Joint Narcotic Task Force which was
comprised of enforcement officers from BNDD, NYCPD, and the New York State
Police. This first attempt at coordinating and pooling the resources of ngeral,
State, and loeal enforcement agencies was by any measure, a success. This was
a timely reaction to a very real problem. ) ! .

In the first 8 years of operation, they effected over 800 arrests of a higher order
of violator than was previcusly considered the norm. More significant, however,
was the fact that over 90 percent of those arrested were convicted. The task
force was created with the specific mission of attacking the midlevel distributor.

Despite these visible and important advances in the fight against drug abuse
in New York, nareotics were still to be had in certain areas and were controlled
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by certain types of violators, Therefore, the mission of the various agencies in
drug law enforcement was somewhat altered, The New York Drug Enforcement
Task Force and the Unified Intelligence Division received an LIBAA grant in order
to meet the changes brought about by the increased enforcement efforts of the
early 1970’s, This grant provided moneys for the New York Drug Enforcement
Task Force to purchase evidence and information. The city of New York pro-
vided matching funds required by the terms of the discretionary grant. With
these PE/PI moneys, the task force was able to change its mission from the
mid-level distributor per se to the ‘“networks” servicing and supplying those
responsible for drug traffic within New York City. Appendix A sets forth the
accomplishments of the task force during its operation.

TUnder the same grant from the Law Enforcement Assistance Administration,
the formation of a Unified Intelligence Division was effected in another effort to
reap the proven benefits of the cooperation between enforcement agencies and
the coordination of their efforts, :

The creation of the Unified Intelligence Division formally merged for the first
txme, the intelligence efforts of the Federal Government, the State of New York,
and the city of New York in the drug area by the gathering, 'malynng, and
disseminating that intelligence which is needed for top management in these
areas to create the proper strategy,

In addition to its crucial funetion of gathering, analyzmg and disseminating
the mtelhgence necessary to form a cohesive strategy in the fight against drug
abuse in New Yorl, the unified intelligence division set itself other important
goals. These goals were:

1. To insure the elimination of dupliegtion of work,

2. To provide tactical intelligence to the operating units of the three par-
ticipating agencies, and

3. To identify the major drug distribution networks affecting the city and
further, to identify new and emerging leaders in drug trafiicking.

We believe that these goals are being met as well as the mission identified
for the enforcement task force. Hewever, for this type operation to be successful,
it must be innovative and act rather than react to the changes in the trafiicking
and abuse patterns. We must be continually alert to innovative methods to im-
prove the efficiency of operations. Therefore, in. agreement with the Domestic
Couneil’s recommendations for increasing the effectiveness of law enforcement
efforts which included the following:

“The development of enhanced capablhhes to conduet conspiracy mveshgatmm
and otherwise target enforcement resources at high level violators”
and

“Strengthen capabilities of State and local enforcement agencies, and improved
cooperation between them and Federal agencies.”

‘While these two recommendations speak eloquently for themselyes, let us
amplify the first statement on the need to develop consplracy investigations
against high level violators, It is generally Tecognized by those in a pos1tmn to
know that conspiracy prosecution is a major tactical weapon and that it is often
the only way to reach the high level trafficker who is, in most cases, well insu-
lated from the mundane mechanies of the drug trade. Emphasis on the develop-
ment of conspiracy strategy will enable enforcement authorities to more effec-
tively allocate their resources toward the apprehension of the leaders of the
drug traficking networks. '

On the subject of -intelligence, which the white paper speaks of as “. .. an
integral part of the:-overall supply reduction program,” other needed changes
come to light. Operation and tactical intelligence, which has heretofore suffered
from -competitive attitudes within and among enforcement entities, must be
emphasized. The white paper points to the fact that in the present, as well as the
past, this function has suffered from a lack of funding during the allocation of
internal resources.

In keeping with our conscious goal of timely reaction to needed changes which
have been recognized by others as well as ourselves, we propose that an opera-
tional and tactical intelligence:unit be ereated within the unified intelligence
division.

Operational and tactical intelligence unit

The creation of an operational and factical intelligence unit is absolutely
essential to drug lasv enforcement within the metropolitan New York area. Good
strategic intelligence on trends in drug abuse with an up to the minute or
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current assessment, operational and tactical intelligence are vital in order that
resources be allocated more efficiently on a less random- basis. Information ob-
tained subsequently by such a. unit would, in turn, revitalize that which is con-
stantly being obtained by the strategic intelligence elements. Intelligence func-
tions must be expanded in such a way as to integrate, to some extent, with
enforcement activities. One element of this new unit would be a conspn‘acy group
comprised of Federal, State, and local investigators with expertise in the conspir»
acy development area of enforcement. The primary function would be the review
of all Federal, State, and local drug cases, after their substantive conclusion, for
potential in the conspiracy development area, All too often, such cases are closed
after successful prosecution without tolal review and involvement of the drug
enforcement community to ferret out all information and provide for the extrac-
tion of data that would contribute to the total enforcement efforts, The concept
here is that no case would be closed, even after prosecution, without total review.
In this way, we would benefit from all available information, even that pertain-
ing to customers as well as distributors, to enhance our netiwork analysis fune-
tions. As members of these networks are immobilized, new members will have to
fill the void. For this reason, we must also consider the customer level, for in-
telligence purposes, in order to obtain a meaningful drng picture.

A third function of this unit would be extensive informant development. This
one unit would be in a key position to develop those individuals necessary for
intensive drug enforcement. Informants having value strictly in the substantive
area would be funneled to the proper enforcement entity while those having
value in the development of conspiracies would be retained for use by that unit.

In the manner described above, the operational and tactical intelligence unit
would serve as a multi-faceted approach to the current drug tmﬁiclung situation
while not directly competing with the operational entities. This is virgin terri-
tory and one which intelligence must enter'and explore to fulfill its mission and

responsibility. It is an extremely difficult area, one which by its very nature, .

long range, Too often we have fallen prey to the glory of the quick arrest, the
“white powder on the table theory " It is now time to react through a change in
strategy which will be effective in the years to c&m@; in order that repetition of
existing tragedies in drug abuse do not recur,

FINANCIAL SUPPORT

The grant application requests LIPAA funding to support New York City police
off rers and 21 New York State police officers, clerieal personnel and ancillary
stpgort items, Appendix G provides the necessary cost data in justification of the
amount requested.

The previously existing Weakne% in law enfomement within the New York
metropolitan area, which took the form of counterproductive competition, has
been, greatly diminished by the forrnation of the New York drug enforcement task
foree and the unified intelligence division. Funding is now requested to continue
with the inroads previously made while at the same time implementing the new
and innovative concepts dlscussed.

Exyisit F
[New York Post, Dec. 9, 19761
Ir's Basy To Score AT CORNER DRuUs “STORE”
" (By John L. Mitchell)

%I Iglought $4o wor ‘\1 of heroin- on the streets of Harlem this week. No questxons
aske
Never havmg to lea\'e > my car, I went to two drive-in markets and purchased the
twg $10 and one $25 bagsvenough drrpe to satisfy the needs of an average junkie’s
daily habit,

The heroin bazaars ave out in the open. Street peddlers hustled back and forth
from car to car, touting their wares.

There are few cops to be seen, Most of the pushers appeared to be between the
ages of 12 and 15—hired by older dealers to cucumvent the sfiff penalhes for
passession and sale of narcotics. .

My first buy was made on the corner of 147th St. and Eighth Ave., a mini-
market, where a group of teenagers stood huddled together to ward off the cold.




32

They were standing. outside a bar and watched me as 1 pulled up, They waited
for me fo make the first move: , L X

The young pushers wore hooded jackets, and as they stood each would stomp his
snealkers and blow warm air into his ungloved hands. .

One ran briskly over and serviced a man in a car that had pulled up just befo_re
mine. The driver wias white and drove a can with New Jersey plates, Residents in
the community say many whites buy drugs at this market—particularly from
New Jersey—because it is close to the George Washington Bridge. .

While I was waiting my turn, with my motor running, a shiny blue Lincoln
Continental with o gypsy eab sticker on the door drove up and double-parked next

. tomy car, hemming me in. . .

Two teenagers, swho were standing on the comer, jumped into the Lincoln, The
interior was cushiony white vinyl.

I rolled down my window and shouted to oue of the occupants: “Where can I
get some dope?” : . .

Never rolling down his back window, he looked at me disdainfully over his
ghoulder. His lips formed the word, “No.” But one of the feenagers left the car
from the other side and asked me what I was looking for.

“Dope,” I said. L .

- He pulled cut a wad of cellophape bags wrapped in a rubber band and asked,
“How many ?"! He called the dope “Death Boy" and each bag had a little red stamp
to identify the brand. :

“How much is it?' I asked. .

“en dollars a bag,” he said, runuing his thumb over the stack of packets, each
the gize of 2 Sweet 'n Low, with the deftness of a card hustler.
~ ®P'II take two,” I $aid, handing him the money as he handed me the dope. “Ig
it any good .

“Sure it’s good; do you want to taste it?” he said with a smile that exposed
decayed teeth. : .

T declined the offer. He thrust the stack of dope back in the pocket of his torn
green ski jacket and jumped back into the Lincoln. He moved the car and let me
slip away from the curb. : :

Next, I went to an open air market at 114th St. and Lenox Ave. As I drove up,
I was spotted by a young pushier who was standing among a group of men and
women warming themselves next to o garbage can that held burning rubbish.

He winked at me. I nodded at him and he strolled over to the car window.

“We're selling quarters and ripdowns-of the Brown Bomber,” he said with an
easy smile. “A quarter sells for $50 and a ripdownTor §25.”

‘“What is o ripdown?” Lasked. e

“Where have you been?” he said with a Jook of disbelief on his face.

“T've been out of town for awhile.”

“wWell, a ripdown is half of a quarter ox about three and a half spoons of dope.
A quarter is seven spoons,” he replied, rattling off the information like a stock-
broker quoting the ticker. 2 :

“I'd like a ripdown.” /i ' o

He pushed off the car, into which he had been peering through the open window,
and walked to the corner whese s fast-moving courier handed him something.
When he came back he had a bag of dope that had been ripped in half. He gave
me the dope; I gave him the $25.

“Ts the ope any good ?” T agked. :

“Phis is the best brown dope around,” he replied.

“PDo you have any white dope?” I asked.

“There isn't any white dope in the city,” he said, as he spotted another potential
customer and started easing off. ) .

Brown heroin comes from Mexico. White is generally believed to be refined in
Europe.

Thg three small packets I bought were turned over to the U.S. Customs and the
police department nareotics division for laboratory tests to determire the heroin
content and. country of origin. Preliminary results showed that “it is heroin but
in small quemtities,” said a Customs lab technician, .

On November 26, the police departnent, acting on orders from Mayor Beame,
assigned a 170-man task force to combat heroin sellers and pushers in Harlem.

Jsual.

But yesferday, at the two markets where I bought the dope, it was business as
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Exuipir G
[New York Times, Jan, 2, 1977]

STIEr ANTIDRUG LAwSs HELD No DETERRENT—A SURVEY OF NEW Yorx City JUDGES
! Finps STATE STATUTES-TINAVAILING

(By Selwyn Raab)

A survey of 100 New York City judges and rehabilitation specialists has found
that most believe that the State's current tough narcoties laws have failed -to
deter illegal drug use in the city,

More than half of the judges and officials said that the laws,. which have
sentences of up to life in prison, have “contribufed to a worsening of the situation”
by introducing juveniles into drug traficking, Youngsters under the age of 18 are
immune from the harsher prison provisions and are known to be used as couriers
by narcotics dealers, :

Jerome. Hornblasg, commissioner of the eity's addiction services agency, in
releasing the findings yesterday, proposed that the legislation “consider decrimi-
nalization” or the dropping of criminal charges against afddicts who are arrested
for possession of small amounts of narcotics.

The study, which was conducted by Mr. Hornblass's agency, showed that a
majority of the judges and officials supported decriminalization of the possession
of small amounts of heroin. Addicts vow arrested for possession of heroin can
be prosecuted on felony charges, which could bring life sentences dl,i‘ a prison term
followed by a lifetime under parole supervision, _— :

In the survey, most judges snid that they would make possession of small
quantities of heroin a “‘violation,” subject to fines rather than prison terms.

There wads, however, no general agreement on what constituted “a small

amowunt.” Heroin is believed fo be the most widely used illegal narcotic in the -

city.

According to Mr. Hornblass, those surveyed overwhelmingly rejected legaliza-
tion of heroin, heroin-maintenance programs, or harsher eriminal penalties than
are now in effect. : -

Mr, Hornblass said that 300 judges and rehabilitation specialists had been sent
questionnairves last November on the effectiveness of the drng laws, More than
80 judges, sitting in supreme or criminal courts, and 20 specialists have replied
50 far. Mr, Hornblasgs said statisticians said the results were “a valid indication
of the widespread views of these people,” :

“Phis marks the first major survey in the United States that finds judges and
drug treatment specialists expressing a common desire fo deemphasize the use
of courts and law-enforcement agencies to deal with the drug problem and to
begin treating addietion as an emotional and physical problem rather than as a
crime,” Mr. Hornblass asserted. . S

A series of “get-tough’” narcotics laws were enacted in 1973 during the admin-
istration of former Gov. Nelson A, Hockefeller, The statutes, commonly known as
“the Rockefeller laws,” also restricted the use of plea bargaining—allowing a
defendant to plead guilty to a reduced charge and thereby get a lighter sentence:

LAWS. “NOT WORKING” -

Mz. Hornblass said the laws had been approved “in a period of hysteria over
the rising heroin epidemic” and “are not working.” S )
- “The survey shows,” Mr. Hornblass said, “that this emphasis on prison sen-
tences for possessors of small amounts of heroin brings them into contact with
hard-core criminals and further alienates them from society.” .
Those who replied to the survey endorsed heavy sentences for nareotics sellers,
But they said that law-enforcement emphasis should be on “the importer and

* large-scale dealers rather than the small-time, user-pusher who sells to support his

habit.” o
Mr. Hornblass denied that the survey and a planned series of conferences on
narcoties problems were part of a campaign to get budget cuts restored to his
agency. K : ' :
Because of the ecity's financial difficulties and reduced Federal grants, public
funds for drug treatment in New York City have been reduced to $35 million last
year compared with $62 million in 1974.
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The addietion services agency ig influential in awarding these grants: and
monitors the treatment programs.

“This isn't a drive for money,” Mr. Hornblass said in an interview. *We are
.the ceqtml agency for drug abuse in the eity and we have fo take a leading role
in modifying a system which everyone agrees isn't working.” :

Mr. Hornblass said previous large-scale State rehabilitation programs had failed
because “they relied on a penal approach in the guige of treatment.”

_Police officials have said that as much as half of the crimes committed in the
city are drug-related. Although experts disagree over the definition of “an addiet,”
moest believe that about 100,000 people here are habitual narcoties users,

ExHIieir H

U.S. DEPARTMENT OF JUSTICE,
U.8. ATTORNEY,
SouTHERN DISTRICT OF NEW YORK,
‘ 1.8, COURTHOUSE,
; New York, N.Y., February 8, 197%.
Hon. LESTER 'WOLFF,
Chuirman, Select Qommittee on Narcotics Abuse and Oontrol, Room 3260 HOB
Annem 2, Washington, D.C. :
Dear ConeressamanN: During the course of my testimony before the Select
Committee on Narcoties Abuse and Conirol, (the “Committes”) on December 10,
1976 I asked permission to submit to the Commitiee n report of the recent activi-
ties of -the Narcotics Unit of the Office «of the United States Aftorney for the
Southern Distriet of New York. Congressman Rangel, Acting as Chairman in
your absence granted that request. Accordingly, I enclose the Report .of the
United States Attorney for the Sonthern Distriet of New York to the Attorney
General for 1976 (the *Report”). The Report, which was released to the pnblic
as of January 18, 1977, inclndes a preface describing what this Office views as
the appropriate role of federal enforcement in New York’s narcotic problim,
followed by a description of some of the more important narcoties cases which
-the Office prosecuted ‘during the calendar year of 1976. (Report, pages 17-22).
Ouviously, space allowed that we describe in defail only a small number of the
250 narcotics casés brought by this Office during the year ang, of course, there
has been prosecutions since the issuance of the Report not reflected therein, In
that regard, T would be derelict in nof bringing to your attention the recent con-
viction of Codell Griffin by this Office. Griffin was charged with Deing at the
head of a Harlem organization which distribiited approximately $50,000 worth
of heroin per week through a group of street sellers. Griffin and two of his asso-
cintes were convicted January 20, 1977 and will be sentenced on March 9, 1977,
I also include a copy of the portions of prior report for the period June 1973
through Qectober 1978 concerning the activitiey of the Narcoties Unit. Again, it
should be emphasized that this report merely highlighted some of the major
cases brought by this Office and does not reflect the hundreds of less significant
narcotics violators indicted and prosecuted during theperiod. . B
During the conrse of the hearing on December 10, 1976, Mr, Nellis requested
that we provide the Committee with g breakdown of how many of the cases with
which we have dealt during the past year have been generated by investigation
and intelligence by federal as distinet from. local enforcement activities? As
indicated by my testimony, during the past year the Narcotics Unit has received
its cases from three sources: first, investigations conducted with the Drug
Hnforcement Administration; secondly, investigations conducted with the New
York Joint Task Force; and thirdly, investigations conducted with the New York
Police Department, As I"indicated in my testimony, heecause of the extensive
sharing of intelligence information and other substantial investigative coopera-
tion between-federal and loeal authorities in New York, it is almost impossible
to discern which cases, if any, have been investigated entirvely nuilaterally, How-
ever, in an attempt to comply with your request, a review of the approximately
250 cases handled by the Office during 1976 supports an estimate that approxi-
mately five-percent of those casey came to this Office from the New York City
Police Department without any prior federal oy state assistance in the investiga-
- tion, Tn 95 percent of our cases, the investigation wag developed through federal
or federal-state-local efforts. SRR :

1 Specifically, Mr. Nelils asked “what percentage of your cases, Mr. Cooney, are self
gonerated through DEA or other Justice Department information ?” (Transcript on page
264) ns distinguished from New York Rolice Department information or investigation.
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In this ¢onnection I wwas asked several questions concerning federal declination
in Narcotic cases in favor of prosecution by the New York State authorities. Let
me tike this opportunify to put this issue in context. The procedure followed by
this office when it declines in favor of State prosecution is to forward to the
Special Narcotics Prosecutor for the City of New York the federal prosecutive
file with a cover letter from the undersigned. In reviewing the salient corre-
spondence files for the yenr 1976 during which I liave been Chief of the Narcotics
Unif, I find there has been only one case, that of Noel Porbes, referred to New
York State authorities for prosecution,

I trust the enclosures satisfy your requests. If I can be of any further assist-
ance, please do not hesitate to contact me, Further, lef me extend to each of
the members and staff of the Committee an invitation to visit this Office so that
you may seeand he briefed in person on its dctivities. . -

Finally, on behalf of this Office let me thank the Committee for the opportunity
to testify on the pressing local and national problem of narcefics trafficking.
The Office s especially appreciative of the laudatory comments made by Com-
mittee members concerning the Unit's efforts to curb this plague. (Transcript, -
pages 231, 273). Please be assured that the United States Atforney's Office for
the Southern District of New Yorlk will continne to place the highest priority on
narcotics prosecution and, with the continued support of the public and itg
representatives in Congress, we ave confident of future success in smashing major
narcotics conspiracies,

Regpectfully yours,
RopERrT B, ¥I1SKE, J1.)
U.8. Attorney.
By Joax P. CoonEY, JT.,
Assistant U.S. Attorney.
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Report Of The United States Attorney For The Southern District
Of New York To The Attorney General

INTRODUCTION

In submitting this report concerning the
work of the Office of the United States
Attorney for the Southern District of New
York for the calendar year 1976, 1 would
like to acknowledge at the ouiset the con-
tribution made by my predecessors, Paul J.
Curran and Thomas J. Cahill. Many of the
cases which were initiated, and many of the
ceses which were concluded, during. 1976
resulted from investigations they started.
More important, I am grateful o them, and
to their predecessor Whitney N. Seymour,
Jr., for appointing the outstanding group of
Assistant United States Aiidrneys which it
was my good. fortune to join when I took
office on March 1.

1 would also like to pay tribute at the out-
set to the magnificant leadership provided by
the Executive Staff of the Nffice. I am par-
ticularly indebted to Daniel R. Murdock, Wil-
tiam- H, Tendy, Joseph Jaffe und Elkan
Abhramowitz, all of whom had served the Office
with distinction as Assistant United States
Attorneys in prior administrations and re-
turned to the Office this year in the key posi-
tions of Chief Assistant, Executive Assistant,
Administrative Assistant and Chief of the
Criminal Division, and fo Taggart D, Adams,
who was Chief of the Civil Division under
Paul Curran and who has stayed on fo con-
tinde to provide strong leadership in. that
important position, . .

TFinally, I would like to express my apprecia-
tion for the encouraging support we have
veceived thronghout the year from the De-
partment of Justice in Washingtor. under the
leadership of Attorney -General Edward H.
Levi and Deputy Attorney General Harold R.
Tyler, Jr. We have:also. enjoyed excellent
relationships . with ' Robert M. Morgenthau,

Mario Merola and the other District Attor-
neys with whom we have worked, as well ag
with Special State Prosecutors John F. Kee-
nan and Charles J, Hynes, the Special Nar-
coties. Prosecutor, Sterling Johnson, Commis-
sioner of Investigations, Nicholas Scopetta,
and the New York Police Department under
the leadership of Michael C. Codd.

THE ESTABLISHMENT
OF PRIORITIES

A major function of any United States
Attorney is the establishment of priorities.
The matters which the office has stressed in
the last year are as follows:

Criminal Division Priorities

The Office has devoted a major portion of
its resources to combating business erime.
Additional experienced Assistants have-been
added to the complement. of the Business
Fraud Unit in the Criminal Division. Rela-
tionships with investigative agencies have
also been' strengthened.

Splendid assistance has been received from
the Securities and Exchange Commission and
the Internal Revenue Service, both of which
have made significant contributions to the
work of the Office in this area. We have been
particularly gratified in this regard by the
inereased efforts' of the Federal Bureau.of
Investigation, culminating at year end with
the FBI's assignment of a select group of
agents to work exclusively with this Office
in the drive against white collax crime. The
results of the increased efforts by these agen-
cies can been seen in the report of indictments
obtained. To an even greater extent, the
benefit from this effort lies in the progress of
investigations currently underway which have
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not veached the point where they are appro-
priate for public discussion,

The enforcement of the narcotics laws must
be given the highest priority by any United
States Attorney in this Distriet and we have
done that. Our Narcotics Unit, with 14 As-
sistant United States Attorneys, is the largest
single specialized unit in the Criminal Divi-
sion, and the largest narcoties unit in any
federal prosecutor’s office in the United States,
In 1976, this commitment, with the continued
effective support of the Drug Enforcement
Administration, produced mnoteworthy results
in the convictions of many kingpins in . the
narcotics. trade. -A§ noted in detail later in
the report, more than 30 important narcotics
traffickers, convicted in 10 separate cases dux-
ing 1976, were sent to jail for prison terws of
from 10 to 80 years; 21 of those defendants
received sentences of 15 years or more.

A third priority, developed during the year,
has involved greater attention to the investi-
gation and prosecution of fraud in connection
with Government-financed programs. Unfor-
tunately, it has become all too clear that a
tremendous potential for fraud exists in a
wide variety of programs for which Congress
has appropriated large sums of money. These
- programs, designed to benefit the needy, lack
effective systems for monitoring where the
money goes, The net result has been wide-
spread fraud, In recognition of this fact, the
jurisdiction of the Official Corruption Unit
has been expanded and the Unit strengthened
by the -addition of more Assistants to deal
specifieally with this pernicious type of crim-
inal activity. The Internal Revenue Service,
the FBI, the Department- of Agriculture, and
the Department of Health, Education and
Welfare have all worked. effectively with this
Unit in these investigations, while at the
same time continuing to provide needéd as-
sistance’ in the Unit’s continuing -efforts
against official corruption. = .

Finally, one of the most significant devel-
opments of 1976 was the merger -into this
Office of the Joint Strike Force Against
Organizéed Crime so that investigation and
prosecution of organized crime in this Distriet
is now the responsibility of this Office. We
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are confident that this merger will in the long
run bring added strength to the fight against
organized erime in this Distriet which will be
one of our major priorities in 1977,

Civil Division Priorities

On the civil side, an increased effort was
made to initiate civil actions on hehalf of
the United States to protect important gov-
ernmental and public interests; These in-
cluded not only civil vights cases, but also
proceedings in which the judgment conferred
benefits, financial or otherwise, on 1 large
class of persons affected by illegal conduct.
In addition, the Office has implemented a
policy of using civil remedies, including thoge
provided in False Claims Act, in conjunction
with, or as an alternative to, criminal actions
in a way which should provide a further de-
terrent to illegal conduct and also provide
revenues to the Government.

Training and Recruitment

The hallmark of this Office over the years
has been its ability to attract to Government
service young attorneys of the highest quality
and dedication. The continuation of that tradi-
tion during the past year has been one of the
office’s top priorities and one of its most signifi-
cant achievements.

The Office now receives over 25 applications
for every available position. - Selections are
made from this group solely on professional
merit and totally without regard to political
considerations, Many Assistants come from
the country’s leading law firms, at very sub-
stantial salary cuts, Others hava heen law
clerks to Justices of the United States Supreme
Gourt or to Circuif or District Court Judges,
and come to work here at far less than they
could earn elsewhere, Of the Assistants who
accepted positions during 1976, well over half
were ‘editors of their law school Law Reviews.
Three were editors-in-chief, t

At the same time, we have recognized that
academic distinction. should not be the sole
criterion for selection; for it is surely not the
only key to success as an Assistant,  Accord-
ingly, a balance has been struck in the over-all
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selection of Assistants, combining academic
distinetion with other important qualities, in-
cluding proven experience in eivil or eriminal
practice, Four of the Assistants hired for the
Criminal Division in 1976 came {o us from
other prominent prosecutors’ offices.

The training of new Assistants, which is a
principal responsibility of the Chief and As-
sistant Chiets of eacn Division has received
stronger emphasis during 1976, Each Division
conauces a series of lecwires on investigative,
trial, appellate and other techniques which are
delivered by semor- attorneys ncluding the
United States Attorney and members of the
loxecutive ptafl. - In each Division there is an
Appellate dectlon whieh reviews and revises
Assistants’ byiets to the Court of Appeals to
assure the igh level of quality wnich has
characterazed we work of the office in that
Gourt over the years, ln additioh, the Appel-
late Secuons ave responsible for the conduct of
moot court arguments 1n advance of every ap-
peal 1n which members of the Section and other
Assistants participate as judges, a practice
which has proved mighly valuabie in improving
the quality of oral argument,

The preparation. and conduct of the first
trial by each new Assistant, which is generally
a relatively simple case, is personally. super-
vised by the Chief or an Assistant Chief of
the Division, and the preparation and conduet
of the next few trials are closely supervised
by senior Assistants in the Division, In addi-
tion, less experienced Assistants are regularly
scheduled as second persons on more compli-
cated trisls in order to both assist and learn
from senior Assistants, Included in this group
of senior Assistants are the United States At~
torney and the many members of the Executive
Staff who have personally conducted important
trials, hearings and appeals during the past
year. N :
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Finally, and perhaps most important of alf,

has been the continuation of one.of the great
traditions of the Office which makes it the
highest responsibility of every Assistant to
provide counsel and assistance. fo another in a
time of need. ’

Speakers Program

As an interesting and provocative adjunct
to the intra-office lecture series, the Office
scheduled during the year a series of lectures
by prominent outside speakers, The first
speaker in the program was the Honorable J.
Edward Lumbard, presently Senior Judge of
the United States Court of Appeals for the
Second Cireuit and previously United States
Attorney for this District and Chief Judge
of the Court of Appeals for the Second Circuit.

Succeeding speakers included:

the Honorable Irving R. Kaufman, Chief
Judge of the Court of Appeals for the
Second Cireuit;

the Honorable Edward Weinfeld, United
States District Judge for the Southern
District of New York;

the Honorable Marvin E. Frankel, United
States Distriet Judge for the Southern
Distriet of New York:

the Honorable Harold R. Tyler, Jr,
Deputy Attorney General of the United
States;

Simon H, Rifkind, former federal .Tudge
and senior partner in the firm of Paul,
‘Weiss, Rifkind, Wharton & Garrison;

John J, McCloy, senior partner in the firm
of dMilbank, Tweed, Hadley & McCloy;
an '

John E. Zuccotti, First Deputy Mayor of
the City of New York.

Student Program

The Office has continued ‘to expand the Stu-
dent Intern Program begun by Judge Lum-
bard in 1953, Under the program, law stu-
dents work in the Office on a full time basis
int the summer and on a part time basis during
the school year. . This program introduces law
students to the Office in two ways.

The Summer Student Assistant Program
is for students in the Summer following' their
gecond year in law school,  Each student is
assigned o an Assistant United States Attor-
ney and works closely with the Assistant in




the conduct of the Assistant’s cases. This
permits the student to assist in trialg, in de-
positions, in writing briefs, in interviewing
witnesses, and in wuatever Uffice busimess the
Assistant 15 condueting.

Last summer, 85 students from 25 law
schools participated i this program. They
proviced nvawable assistance to the Office
and, 1n the process, optained the type of first-
hand hugauon experience that ' cannot - be
offered by any private law tirm. The best evi-
gence oI the program’'s merit and popularity
15 that there were over 1,500 appheants for
the ¥o positions. Standing alone Lhis statistie
15 mmpressive. It becomes even more impres-
sive with the added fact that a large percent-
age of the Summer Assjstants receive no com-
pensation at allrand those that can be paid
receive on the average less than 25% of what
they could earn in a law firm, It is particu-
larly gratifying that as word of this program’s
attractions spreads among the law schools, the
number of outstanding applicants increases
annually.

The other phase of the Student Intern Pro-
gram involves approximately 60 second and
third year law students from nearby law
schools who work in the Office part-time during
the school year, Their activities are much the
same as in the summer program. While none
of these students is' paid, approximately 40
obtain credit from their law schools for parti-
cipating in a clinieal program. These students
wiist work here at least 15 hours per week.

Preving Federal Crimes

In April 1976, the Criminal Division com-
pleted work on. the sixth edition of Proving
Federal Crimes. This edition was begun under
the direction of former United States Attorney
Paul J. Curran and former Chief Assistant
United States Attorney Silvio J. Mollo, Prep-
aration of fhis sixth edition was supervised
by Assistant United States Attcemey V.
Thomas Fryman, Jr., and 31 Assistant United
States Attorneys in the Criminal Division
contributed to the boock. The sixth edition,
dike the preceding five editions prepared peri-
odically by this Office since then United States
Attorney J. Edward Lumbard conceived the

44

idea for the first edition in 1954, was designed
as a practical manual for quick and ready
yeference for Assistant United States Attor-
neys throughout- the country responsible for
the prosecution of criminal violations of fed-
eral law, . The 230-page book has been distri-
buted by the Department of Justice to all As-
sistant United States Attorneys throughout
the Unjted States and has been made available
to all federal judges through the Administra-
tive Office -of the United States Courts. A
second printing of the sixth edition of Proving
Federal Crimes is now under way, and later
this year the book will be available to the
public through the Superintendent of Docu-
ments, .

SOME PROBLEM AREAS

The separate reports of the important cases
conducted by the Office speaks to the accom-
plishments of the past year. Problem areas
must also be highlighted.

The Speedy Trial Act

In July 1976, the Speedy Trial Aet became
effective, This act places stringent time limits
on the time within which criminal cases must
be tried, By July 1, 1979 all criminal cases
will have to be tried within 60 days of
arraignment, ‘subject to certain exclusionary
time periods which in most cases will not pro-
vide for any significant extensions.

Af present, the District Court is operating
under inferim time limits which require cases
to be tried within 180 days of arraignment,
except for six judges who, as a pilot group,
are already attempting to calendar eriminal
cases for trial within the 60 day deadline.

This greatly accelerated time schedule has
placed extreme pressure on the Criminal Divi-
sion and has required some major adjustments.
One immediate impact of the Act has been
that the Chief of the Division and the Assis-
tant Chiefs have had to devote an inordinate
amount of time scheduling, assizning and
reassigning cases among Assistants in order
for the Office to meet the trial deadlines,
often set on very short motice, by 26 separate
Distriet Judges. Pressure is particularly acute

e
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in cases where trials are set to start almost
immediately after arraignment.  Lavgely be-
cause of the short time periods involved de-
fendants in most of these cases wait until the
date of trial before deciding whether they will
plead guilty. Since it is necessary to prepare
all of these cases for trial, an inordinate
smount of time has been wasted on a very
significant number of cases where a plea of
guilty is entered at the last minute, '

This problem has been. compounded by the
fact that- semior Assistants participate in
and supervise the preparation and conduct
of the first several cases fried by a2 new As-
gistant, Every one of these cases in which
guilty pleas are entered on the trial date has
thus resulted in a double wasté of effort and
has unnecessarvily taken experienced Assis-
tants away from what should be their princi-
pal function in the Office—the investigation
and prosecution of complex and important
cases. The problem is further compounded
when because of conflicting trial dates, a case
already prepared or partially prepared by
an Assistant has to be reassigned to another.

The Speedy Trial Act has also required our
Office to reevaluate our policies as to the types
of cases that we will prosecute.. In the past
year it was necessary to decline an increased
number of potential ‘cases in favor of local
prosecution or, in gome cases, no prosecution
at all, This is by no means an ideal solution,
particularly sinee the local courts and prosecu-
tors’ offices are badly overloaded already, but
in terms of priorities, we have made the judg-
ment that the resources of this Office should
be concentrated to the greatest extent possible
on the development and prosecution of major
cases in the areas of priority already de-
seribed.

The short trial deadlines have had other
effects.  One has been upon defense ecounsel,
who are generally less prepared for trisi than
the Government at the time of indictment, and
who aceordingly suffer more from short dead-
Jines. . Another has been upon the trial of civil
cases, which frequently have been deferred in
order to meet the deadlines for trial of erim-
inal cases, We are comcerned that as the
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deadlines shrink over the next two and a half
years ‘down fo the 60 day period now pre-
scribed by the Act it will be increasingly diffi-
cult. t6 try all criminal cases within the
preseribed - time without intensifying these
problems to an even greater degree. We be-
lieve "that this problem will be particularly
acute in this District which has a signifi-
cantly greater number of long and complex
trials than other Districts,

The impact of the Speedy Trial Act on the
administration of justice in the Southern Dis-
trict of New York is under active and con-
tinuing study by the Beneh, by this Office and
by interested Bar Associations and other pub-
He groups. In the last analysis, we :élieve
that it is essential that a balance be struck
which fairly protects the right of the defend-
ant to a speedy trial and the interests of the
public in- prompt -disposition  of criminal
charges, without neglecting the equally im-
portant public interest in allowing the Office
to devote sufficient resources to investigating
and prosecuting important and complex cases.

Tax Returns and Bank Records

A second major problem which devéloped
during 1976 and which. gives every indication
of becoming worse in 1977, is the inclination
of Congress to pass legislation: wlith, while
intended fo protect individual rights of pri-
vacy, materially impairs the - prosecutor’s
ability to uncover and prosecute sophisticated
criminal® activity. A prominent example of
this . type of legislation are those portions of
the Tax Reform Act which severely limit the
Government’s right to obtain income tax re-
turns of persons under investigation, Of
even more concern ig legislation introduced in
1976, which will undoubtedly be resmrrected
in 1977, proposing severe restrictions on the
right of the Grand Jury tn subpoena bank
records. It is ironic indeed that at the same
time law enforcement officials are being called
upon to intensify their efforts against white
collar erime so that the criminal Jaws are not
discriminatorily enforced against the indigent
and the powerless, legislation is being called
for, and adopted, which makes the prosecution
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of sophisticated, wealthy businessmen even
more difficult to accomplish, For it is pre-
cisely in the investigation of sophisticated
business crime that access to income tax ie-
turns and bank records is the most crucial,

Insane Defendants

Due to the lack of appropriate federal
legislation or a federal medicai facihty for
the treatment of insane or incompetent de-
fendants, considerable difficulty has arisen in
a number of cases involving such defend-
ants. We continued this year to be plagued
by the absence of -any federal legisla.jon to
deal with the criminally insane. Unlike most
state jurisdictions, where defeadants found
not guilty by reason of insanity are subject
to restraint, in'the federal system suen de-
fendants are merely released, regardless of
the dangers they pose to society. 'This year,
as in prior years, we found oursclves unable
adequately to deal with several defendants,
who had  committed such crimes as bank
robheries or armed assaults on federal agen-
cies or employees, because uvf the substantial
possibility that their acquiital by reason of
insanity would lead to their immediate re-
lease., Unfortunately neither the New York
State criminal system’ nor ifs public health
system, both of which are notoriously over-
burdened ' and underfinanced, has proved
capable of fully protecting the public inter-
est in this situation. It is clear, in our opin-
ion, that federal legislation authorizing and
implementing restraint on ecriminally insane
persons is essential to fill this void in the
federal eriminal system.

A closely related problem is- that, if a
defendant is examined pursuant to 18 U.S.C.
§ 4244 and found by the Court to:be incom-
petent to stand trial, he is then committed to
the Medical Center for Federal Prisoners at
Springfield, Missouri, until he becomes com-
petent. However, if - the psychiatrisis at
Springfield certify that the defendant will
not be competent within a reasonable time,
he cannot be maintained at that institution,
because it is a short-term facility. In addi-
tion, under New York State law, a defendant
canrot be involuntarily rommitted to a state

mental institution while eriminal charges are
pending against him, As a result, the federal
indictment or complaint must be dismissed
before commitment to.a state institution can
occur, Invariably, when federal charges are
dismissed, the defendant remains in state
custody for no imore than sixty. days, after
which he is released unless found to be an
actual danger to- the community. Because
he is still incapable of standing trial, the
criminal charges cannot be reinstated, and
the defendant goes free,

This situation could be remedied by estab-
lishing a federal institution for the treat-
ment of such persons or by vevising the New
York State Mental Hygiene Law- to. permit
treatment - of patients pending eriminal
charges. With the speedy trial rules tolled
for & period of incompetency, 2 prosecution
‘could then be instituted as soon as the de-
fendant becaine competent to stand trial.

Interstate Detainer Agreement

Ancther problem arises out of the recent
decision of the Court of Appeals for the Second
Circuit on October 26, 1976 in United States
v. Mauro, in which the Court ruled, for the
first time, that the Inferstate Agreement on
Detainers applies to situations in which Fed-
eral authorities — that case involved the
Eastern Distriet of New York — obtain the
presence of a defendant who is already serving
a New York State sentence by issuance of a
writ of habeas corpus ad prosequendum, and
that. the Agreement prohibits the federal au-
thorities” returning such a prisoner to state
custody prior to his federal trial. This ruling
invalidated our pre-ffauro routine practice of
returning such prisoners, after arraignment,
to state ecustody to awaif triali Requiring
such prisoners to await trigl in federal cus-
tody places an unnecessary additional burden
on ‘federal “detention facilities and removes
such -prisoners, while awaiting federal trial,
from whatever rehabilitation programs are
available to them, as sentenced prisoners, in
the State prison system. The relevant pro-
visions of the Justice Reform Act of 1975, now
pending in- Congress, which would madify tke
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Agreement as it applies to the Federal gov-
ernment, appears to solve this problem.

Staffing and Resources in Civil Litigation

Of increasing concern in the Civil Division
is the. problem of adequate staffing and re-
sources to meet the exigencies created by a
greatly increased caseload compounded by
the fact that the nature of the cases has be«
come significantly more complex.

The Givil Division, by its very nature, has
less diseretion than the Criminal Division in
the allocation of its resources and the estab-
lishment of priorities; when the Government
is stied, we have no discretior not to handle the
case. With the steadu, in(freasing volume and
complexity of suits agaifist the Government,
a great strain is placed upon the resources
necessary for the investigation and develop-
ment of the affirmative action cases which
should be an important Civil Division priority.

In 1976 over 2,800 cases and matters were
assigned to Assistants in the Civil Division,
each of whom is responsible for between 60

47

and 140 active cases at any one time, As
pointed out in the section describing Civil
Division accomplishments, a number of separ-
ate suits against the Government in 1976
required practically the full time attention of
several Assistants. It is ungquestionably true
that in many cases now being litigated in the
Civil Division, the f{ime of legal, paraprofes-
sional and investigative manpower allotted to
them by the opposing party is twice or three
times as much as is available to this Office.
Furthermore, many of the larger firms in
New York City involved in civil litigation
with the Government have developed com-
puter research capability and information re-
trieval systems far surpassing anything
available to the Assistants in this Office. The
successful results which have been achieved
in such aress ag tax litigation, civil rights and
public health and safety, despite these growing
problems, are a tribute to the dedication and
ability of individual Assistant United States
Attorneys and the high calibre of the Office.
Nevertheless, the Government ean ill-afford to
be at such disadvantage when the stakes are
so high. . :
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THE CRIMINAL DIVISION

Elkan Abramowitz
Chief, Criminal Division
Ira Lee Sorkin
Assistant Chief
(resigned December 31, 1976)
Frank H, Wohl
Assistant Chief
T. Barry Kingham
Assistant Chief

'Don D. Buchwald
Assistant Chief

Daniel J. Beller
Chief, Major Grimes Unit

John P. Cooney, Jr,
Chief, Narcotics Unit

Patricia M. Hynes
Chief, Consumer Frauds Unit

Daniel R. Murdock
Acting Chief, Organized Crime
(Strike Force) Unit

Bart M. Schwartz
Chief, Official Corruption
& Special Prosecutions Unit

George E. Wilson
Chief, Health & Welfare Frauds Unit

John R. Wing
Chief, Business Frauds Unit

Lawrence B, Pedowitz
Chief Appellate Attorney

Frederick T. Davis
Deputy Chief Appellate Attorney

Audrey Strauss
Deputy Chief Appellate Atiorney

Dl_xr}‘ng 1976, there were many important
administrative and policy changes affecting
the Criminal Division. These changes——some
discussed in more detail elsewhere in this
report—include:

(1) the creation of a Major Crimes
Unit and the appointment of a unit chief
to supervise its work;

(2) the expansion of the Frauds Unit
by adding more Assistant United States
Attorneys, and by incorporating major
financial cases not involving securities

law violations, previously prosecuted in
other units;

(8) the merger of the Organized Crime
and Racketeering Section of the Depart-
ment of Justice (Strike Force) with the
Office; and

{4) the expansion of the Official Cor-
ruption Unit to include special prosecu~
tions of government program frauds and
labor racketeering involving unions not
connected with organized erime,

e et

1
i
Pt
4
i

i

These changes were made without sacri-
ficing the resources of the Consumer Frauds,
Narcotics and General Crimes Units, which
continued their fine efforts in the investiga-
tion and prosecution ¢f important consumer
cases, significant drug offenses, counterfeit-
ing, highjacking, postal thefts, gun control
law violations and related offenses,

It is gratifying that the hard work of each
Assistant in the Division has resulted in a
year 0f enormous . accomplishment. During
the past year, nearly 1,300 indictments and
informations were filed, 98¢ of which re-
sulted in convictions of one or more of the
defendants. Of those cases which were
tried, the Office similarly prevailed 85% of
the time.

Our success in the District Court was
matched by our achievements in the Second
Circuit during 1976, Defendants filed 135
appeals from convictions or orders adversely
affecting them; this Office obtained affirm-
ances in 95% of them, The Office was suc-
cessful in 8 of the 18 cases in which the
government sought mandamus or appealed
pursuant to 18 U.S.C. §38731. :

Reorganization was deemed desirable to
balance the problem of handling the high
volume of federal criminal cases within the
time strictures of the Speedy. Trial Act and
continuing this Office’s long tradition of in-
vestigating and prosecuting significant finan-
cial and government program frand cases.

With - the implementation of the Speedy
Trial Act on July 1, 1976, Assistants were
faced with stringent time reguirements: for
indictment and trial of arrested defendants.
The sixty-day arrest-to-indiciment require-
ment in particular has led to several changes.
For example, during 1976, the number of de-
fendants placed on deferred prosecution in-
creased markedly over prior years. Under
appropriate cireumstances, defendants placed
in this status are not prosecuted during the
period —usually a year—and charges are dis-
missed at the end of the period if the defend-
ant has lived up to the terms of the agreement,
under the supervision of the Probation Office.
In this connection, this Office’s attempts to ae-
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commodate the pressures of the Speedy Trial
Act has caused us to request the various
Federal law enforcement agencies with which
we work to reform many of their procedures,
The cooperation of the Secret Service, Postal
Service, Customs Service, the Immigration &
Naturalization Service, the Bureau of Alcohol,
Tobacco & Firearms and other agencies has
been extraordinary, and our Office is pro-
foundly indebted to the representatives of
these agencies for their dedieation, diligence
and patience,

During 1976, the Office, in eooperation with
the District Court, authorized the acceptance
of pleas to misdemeanors before United States
Magistrates, Since in certain cases, such as
those s:zising out of less serious stolen mail
incig;mts when mitigating factors are present,
the /Uffice will often accept a plea to a mis-
demaarior charge, this procedure has resulted
in- conservation of substantial grand jury,
judicial and prosecutorial resources; it has
also provided an alternative plea possibility
for some defendants.

Other administrative changes were insti-
tuted in an effort to comply with the pressures
created by the Speedy Trial Act., The so-
called Complaint Assistant—the Assistant
United States. Attorney assigned to process all
cases in which an arrest was effected by a
federal agency—rnow is rotated throughout
the entire Criminal Division and some mem-
bers of the Civil Division, ' Before July 1,
1976, this work had been done by the General
Crimes Unit, - This intrusion into the con-
tinuity of the work of the specialized “units
of the Criminal and Civil Divisions was
deemed necessary to accommodate the accel-
erated time requirements of the Aect, therveby
easing the burdens of the Assistant United
States Attorneys -assigned to the General
Crimes Unit.

Despite these intrusions, however, the Office
was still able to maintain its long tradition of
working with grand juries to investigate com-
plicated crimes. These investigations—often
generated from civilian complaints, rather than
from other federal agencies—permit the Of-
fice to continue to respond to recognized
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public problems, which the various federal
agencies, with defined jurisdictions, cannot
do.- In this connection, a total of 48 grand
juries sat in the Southern Distriet of New
York last year, a number far in excess of
any other District.

Several steps were taken duriny the past
year to Insure consistency of positions taken
by Assistant United States Attorneys in im-
plemenfing Office policy. For example, all
indictments must now be approved for sub-
stance and form by the Unit Chief, acting in
conjunction with an Assistant Chief, rather
than rotating that assignment throughout the
Criminal Division through an “Indictment
Committee”, Additionally, during the past
year, it was decided that agreements with
cooperating defendants be approved by the
Chief of the Criminal Division personally, and
be written, thus minimizing the possibiilty of
misunderstandings. This procedure alsp as-
sures uniformity in the decisions to enter into
these agreements, Finally, the Division re-
turned to the practice of weekly meetings at
which policy and administrative matters ara
discussed. ‘The effect of these administrative
changes has improved communication as well
as the quality and consistency of approach in
an expanded office which has been, and will
continue to be, forced to act under unprece-
dented time pressures,

In late November, an Organized Crime
Unit was added to the Criminal Division fol-
lowing the Department of Justice’s annource-
ment that the Joint Strike Force Against
Qrganized, Jrime jn this District, instituted
in 1969, was to be merged into our Office.
The Strike Force was part of a national
effort to bring together on a single team
Justice -Department atforneys and investiga-
tors from various federal law enforcement
agencies, to focus on the top rackets figures
in the New York arsa., While fully Support-
ing the concept of the team effort, it was our
view that it would work more efficiently and
more effectively in the Southern Distriet of
New York as part of the United States Attor-
ney's Office, The Office had established an
impressive record of convictions of organized

crime figures not only before the establish-. -

ment of the New York Strike Force, but
during its years of cperation as well.

The new Unit's staff consists of six Assist-
ants who previously served as Special Attor-
neys with the Strike Force; it will also have
two S.E.C. atforneys serving as Special As-
gistant United States Attorneys. In addi-
tion, two other Assistants from our Office
have been reassigned to the Unit to expand
its - capabilities,

The merger should make the drive against
organized crime more Successful in this Dis-
trict because now the resources and expertise
of the Narcotics, Business Frauds and Official
Corruption/Special Prosecution Units of our
QOffice can be utilized. 'The coordination and
cooperation among various law. enforcement
agencies, operating through representatives as-
signed to a centralized unit of prosecutors, is
essential to an effective campaign against
organized crime.

The following pages contain deseriptions
of the important prosecutions of 1976, The
results reflect the dedicated work of all the As-
sistant United States Attorneys, Criminal In-
vestigators and Legal Assistants assigned to
the Criminal Division whose performance dur-
ing the past year has in every respect main-
tained the high standards and traditions of
this Office.

BUSINESS CRIME

Business crime, unlike most street crime,
oceurs in secret and is not visible to the public.
Yet the overall dolfar damage to our. seciety
from business crimes i tremendous, The
United States Chamber of Commerce has esti-
mated that the short-term direct cost of busi-
ness crimes is at least $40 billion annually.
To put that estimate in perspective, it is
more than 100 times the amount stolen in all
bank robheries in this country in 1978,

In addition to the tangible damage of dol-
lar-loss, there is 2 possibly more serious in«
tangible harm to our soeiety from businesg
crime. The free enterprise economic system
is premised on giving to private individuals
and compal-ie§ the primary responsibility fo
provide necessary goods and--ervices rather

than having these goods and services provided
by government-owned institutions, Over the
years, private business has filled this role,
earning a privileged position in our economic
strneture, not unlike that of an elected or ap-
pointed government official acting within his
area of public responsibility. Corruption by
businessmen in executing this quasi-public
funiction unidermines publie confidence in the
free enterprise system just as corruption of
publi¢ officials destroys confidence in govern-
ment. Our economic system is based on the
concept that success results from honest hard
work, Thé notion which underlies white collar
crime-~that cheating pays—weakens the work
ethic in our society to the extent that such
criminal activity appears to succeeed. Finally,
it is important that the criminal laws be ap-
plied with equal vigor to wealthy businessmen
as to the progecution of often indigent street
criminals.

The Office in 1976 continued to wage a vigor-
ous campaign in the investigation and prose-
cution of major business crimes, and this
effort: was rewarded with significant results,
Convictions were obtained in United Stdtes v.
Bordoni on the first indictment to emerge from
the investigation, begun in 1974, into the
Franklin National Bank fiasco, probably the
largest bank failure in American history, and
certainly an example of criminal conduct at
the very top of our economic structure. The
convictions of high level bankers, businessmen
and financiers in United States v. Amana-
tides and United States v. King should serve
as a warning fo others fempted to employ
fraud as a tool for achieving profit or advance-
ment, Similarly the tax evasion convictions
in United States V. Davis and United States v.

" Klock, based on allegations of what amounted

to theft from the public eorporations of which
these two defendants were the chief executives,
vefleet the - Office’s continued commitment to
promoting equal enforcement of the law at
all levels of society.

Summaries of some of the most important

business crime cases prosecuted by the Office

this year are set forth below:

.

Securities Frauds

United States v. John M. King and
A. Rowland Boucher

After months of investigation culminating
in a six-week trial, Denver’s multi-millionaire
oil and gas financier John M. King and his
chief assoeiate; Rowland Boucher, were con-
victed on fraud and conspiracy charges. in
connection with their sale of vil and gas in-
terests in the Canadian Aretic. The indict-
ment charged and the evidence showed that
these sales were fraudulently used as a bhasis
for a $100,000,000 revaluation by XKing's
major customer, the JOS-controlled Fund of
Funds, The essence of the fraud was that
King and Boucher arranged fraudulent Arc-
tic sales at inflated prices. based on secret
guarantees to the purchasers and then falsely
represented the transactions to he arms-length
bonafide sales purportedly reflecting the accu-
rate market value of the property. The evi-
dence showed that this sophisticated scheme
was designed to persuade King's primary cus-
fomer to continue funneling millions of dol-
lars to King's companies for the acquisition
of natural resources, The evidence showed
that as a result of the fraudulent Aretie sales
the 150,000 shareholders of this Fund lost in
excess of $28 million. King was sentenced
to a prison-term of one year, Boucher was
sentenced to a prison term of seven months.
(AUSAs Wing and Vizearrondo).

United States v. David Stirling, Jv., et al.

Another major investigation extending
over a six-month period resulted in the
indictment of four former prineipal officers
and an attorney of the now-bankrupt Stirl-
ing Homex Corporation, a manufacturer of
factory built modular housing, for fraud
in connection with the 1970 and 1971 pub-
lic distribution and sale of almost $40
million of Stirling Homex stock. The de-
fendants are charged with inflating earnings
reported in the SEC registration statements
by boosting sales and profits through sub-
stantial sales of land to shell corporations
which Jacked any real ability to pay, and by
making sales at prices which were artificially
inflated. The defendants are also charged
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with including a fraudulent sale of modular
housing to a shell corporation on the basis of
a forged $15 million Government financing
commitment. The indictment further alleges
material omissions in Stirling Homex's reg-
istration sfatement relating to payoffs made
by the company to officials of labor- organi-
zations, The case 15 on trial as of the issu-
ance of this report. (AUSAs MacDonald and
Macheth).

United States v. Arnold Nelson Mahler, et al.

After a year-long inves:. ion, a twenty-
count indictment was filed charging Mahler
and nine co-defendants with a nationwide
securities fraud involving the common stock
of Industries International Inc., a now-bank-
rupt manufacturing company located in Den-
ver, Colorado. ‘Eight other defendants pleaded
guilty to felony charges in separate informa-
tions covering their participation in one.or
more aspects of the same fraud. The fraud
involved the stimulation.of an artificial de-
mand for Industries International stock by
fraudulently touting the capabilities of the
- company  to manufacture and market a
pump. The deferdants manipulated: the price
of Industries- Initernational stock, driving it
from 50¢ per share to more than $6.50 per
share and were able to dispose of thousands
of shares of the over-priced Industries Inter-
national stock on the unsuspecting public and
reap windfall. profits that, together with
“Black Market” sales of the stock that oc-
curred after the trading was suspended, to.
taled more than $1,500,000. (AUSA Rakoff).

United States v. Robert L. Veseo, et dl.

In January 1976, an indictment was filed
charging Robert L. Vesco and six of his asso-
ciates with fraudulent misapplication and
misappropriation of more than $100 million
from the I0S mutual funds. The investiga-
tion by this office, together with the SEC, into
highly complex sophisticated transactions of
Vesco and his cohorts extended over more than
a two-year period with one experienced As-
sistant. devoting almost all uf his time to the
case for an entire year., The nine-count in-
dictment charges that Veseo and his. assoei-
ates were responsible for various frandulent
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investments of the I0S fund’s meongy, includ-
ing a $20 million investment in' 3ahamian
companies owned by a co-defendant and a $60
million investment: in a Costa Rican com-
pany. This investigation also resulted in a
separate six-count indictment against Milton
I, Meissner; former president «f 10S, for
failing to report taxable income of over
$150,000 which Meissner had received from
108, and five separate contempt indictmerts
against Vesco and his co-defendants for fail-
ing to appear before the grand jury investi-
gating the main cage. All of the defendants
are fugitives. (AUSA Sagor).

United States v. James E. Cory, et al.

After an extensive investigation, a &ix-
week trial produced the conviction of James

E. Corr and Nloger Drayer on. charges of |

fraud and conspiracy involving a highly un-
usual stock manipulation. Corr was also
convieted for committing perjury, giving false
statements before the SKC, selling unregis-
tered stock and filing a false bank loan appli-
cation, The evidence showed that Cory, Drayer
and five other defendants who pled guilty
prior to trial had manipulated market prices
of the comtnon stock of Jerome Mackey’s Judo,
Inc, from approxim..tely $3 a share to ap-
proximately $34 per share. Corr also re-
ceived over $1 million from the sale of Mackey
stock through various nominee brokerage ac-
counts, The overall fraud resulted in a loss
to the public of miltions of dollars. Corr was
sentenced to two and a half years’ imprison-
ment and a $10,000 fine, The other defend-
ants received sentences ranging from proba-
tion to four months’ imprisonment, (AUSAs
Sorkin and Weinberg).

United States v. Maurice Rind, et al.

Three principals and the caghier of the
hankrupt brokevage firm, Packer, Wilbur Co,,
Ine. of New York were indicted after a
lengthy investipation on charges of defraud-
ing their customers by selling customers’ se-
curities held in trust by the firm and using
the proceeds of approximately one quarter of
2 million dollars for the firm’s business and
their own benefit. Rind, the former vice-pres-
ident, and Robert Berkson, the secretary, were
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convicted after trial and James Gallentine,
the cashier, pleaZea guilty. These defendants,
together with Wilbur Hyman, who remains
a fugitive, were charged with using forged
customers’ signatures on stock transfer pow-
ers in order to facilitate this unauthorized
sale of stock to other brokers and retail cus-
tomers. Rind received a sentence of eighteen
months in prison. Gallentine received a. sen-
tence of threa months, and Berkson received
a suspended sentence, (AUSA Lowe).

United States v. Douglas P. Fields, et al,

Another major investigation resulted in a
twelve-count indictment charging an attorney
and four officers of two publicly held corpora-
tions with fraud in the use of false proxy
statements and a false prospectus in connec-
tion wi'h a public offering of over 700,000
shares of stock, The charges were based on
a series of schemes designed to funnel to the
defendants more than $400,000 in kickbacks
which were not disclosed in the proxy state-
ment or prospectus, The case is awaiting

* trial. (AUSA Cutner).

United States v. Leon Mayer, et al.

After an eight-day trial, Leon Mayer, a
former manager of the New York Stock Ex-

- change firm of 4. C, Kluger and Co., was con-

vieted of accepting a secret cash payment of
almost $20,000 from Joseph Lichtman and
Murray Lichtman, the owner of Minute Ap-
proved Credit Plan Ine, in connection with
an offering of that company's common stock
for which the:XKluger firm was serving as
underwriter. Mayer participated in a scheme
with the Lichtmans and three co-defendants
to process fictitious sales for approximately
half of the total stock offering. ~The Licht~
mans and the three co-defendants, including
the infamous swindler Ivan Alan Eazrine, all
pleaded guilty prior to trial, (AUSA Fryman).

United States v. Edwin Mendlinger, et al,

Three defer-lants, Edwin Mendlinger, Stan-
ley Schildinger and Barreit Kobrin, were con-
vieted after trial on charges of - securities

. fraud, false statemerits on tax returns and per-

jury in a scheme to manipulate the -price of
the common stock of Belair Financial Company

from $1 per share to $15 per share in four
months. Another defendant, Stuart Schiffman,
pleaded guilty and testified at the trial.
Mendlinger and Schildinger each received
four-month prison terms and fines, while
Kobrin was fined $7,500. [AUSAs Schatten
znd Cushman).

United States v. Podlofsky, et al,

Gabriel Podlofsky, President, and Marvin
Rosenbaum, ' Treasurer; of Airways  Enter-
prises, Inc, a Delaware corporation whose
sole subsidiary, North Cay Airways, Inc,, 2
Puerto Rican corporation, ran a commuter
airline serving Puerto Rico and the neighbor-
ing islands, were indicted and pleaded guilty to
conspiracy = and securities fraud charges.
Rosenbaum is also a certified public account-
ant. According to the indictment, from Octo-
ber, 1969 to approximately AL il 30, 1975, the
defendants and  co-conspirators materially
overstated ‘Airways’ .and North Cay’s profits
and employed accountants who did not actual-
1y perform audits and who received kickbacks
on the work that they did perform. The
name of the aceounting firm that purportedly
audifed the company's financial statements

- for the fiscal year ending November 30, 1973,
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was forged. The defendants also sold stock
te the public by means of false and misleading
prospectuses 2and obfained loans from banks
by the ‘use of fraudulent financial state-
ments. They are awaiting sentence. (AUSAs
Bush and Fortuin).

Consumer Frauds
United States v. Nocera, et al.-

Roland R. Nocera, the former President and
Chief Executive Officer of Holiday Magic, Ine.,
William Dempsey, former President of Sales
Diynamies, Inc., the reeruiting arm of Holi-
day Magie, and Melvin Christie and David
Smile, both former Vice-presidents of Sales
Dynamics, were charged with defrauding the
public and other related ‘charges in ti.e sale
of distributorships in Holiday Magic. Al-
though this operation purported fo manu-
facture and distribute -cosmetics, -the indiet-
ment charged that it was nothing more than
a pyramid promotion swindle, promising
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fantastic profits and resulting in an endless
chain of recruitment of distributors, a sophis-
ticated variation on the classic Ponzi scheme.
Nocera and Smile pleaded guilty to securities
fraud. Dempsey pleaded puilty to filing false
bank loan applications; Christie is currently
on trial. (AUSAs Lowe, Block and Hemley),

United States V. Awmrep Corp., Rio Rancho,
Inc., et al.

In November, trial commenced on an 80-
count land and mail fraud indictment which
was filed against three corporations—Amrep
Corporation and two of its svhsidiaries, Rio
Rancho Estates, Inc., and ATC Realty Corp—
and certain of their major officers, directors
and shareholders. The defendants were
charged with*defrauding the public of more
than $200 million by selling - undeveloped
semi-arid desert lots, as part of a 91,000 acre
subdivision known as ‘Rio Rancho Estates
Jocated in Sandoval County, near Albuquerque,
New Mexico, to more than 45,000 victims
throughout most of the United States. (AUSAs
Hynes, Kaufman, Devorkin and Special
AUSA John F. Kaley). )

United States V. Silver and Pepperman

Issac Silver- and Ronald Pepperman were
convicted of mail fraud after a two-week trial.
The defendants were principals in Perthshire
Scotch Whisky Company, a concern whose sole
business was the sale of warehouse receipts for
scotch whiskey which was lying in bonded
warehouses in Seotland, The defendants sold
the receipts to investors throughout the United
States at grossly inflated prices on the basis
of fraudulent and misleading representations
that the whiskey would appreciate in value as
it aged. Investors who have sold their hold-
ings have suffered as rnuch as a 90% loss on
their original investment, - The defendants
;await sentencing., (AUSAs Marmaro, -Sarah
8. Gold and Hemley). :

Banking and Other Financial Frauds
United States V. Carlo Bordoni, et al.

On August 11, 1975 the first step of an-
other massive investigation was successfully
concluded when an 87-count indictment was

filed charging two former directors of the
Franklin New York Corporation, the pavent
company of the now-defunct Franklin Na-
tional Bank, and the senior foreign exchange
trader of the Franklin National Bank, as well
ag four other tvaders and the head of the
foreign - exchange “back office,” with bank
fraud. The indictment charged that the de-
fendants had misapplied more than 30 million
dollars of the bank’s funds by unauthorized
speculation in the foreign currency markets
and that the defendants had concealed  this
speculation and resulting losses from federal
banking officials, among others, by falsifying
the bank’s books for more than a year, In
February, 1976 the traders pleaded guilty
and . received sentences ranging. from -three
to six months. One of the directors also
pleaded guilty but has not yet been sentenced.
The other is a fugitive in Venezuela, where
extradition proceedings are in progress. The
I14-month  investigation, which led to these
convietions continued throughout 1976 and is
still proceeding. (AUSA Kenney).

United States v. Amanatides, et al,

Two Greek shipowners, whe were the former
principal officers of the now-defunct Tidal
Marine - International Corporation, the Vice-
President of Tidal Marine, three former
officers. of the Natitnal' Bank of North
America, one former officer of Bank of
America, Tidal Marine’s admiralty lawyer,
and others, were indicted on various charges
relating to a scheme to defraud banks in the
United States and England of over 60 mil-
lion dollars. - The bank officers and three Tidal
Marine officers were also charged with par-
ticipating in a scheme to pay and receive
bribes, . )

The trial of Joseph Metzger, a Vice-Presi-
dent of the National Baik of North America,
resulted in. his conviction on charges of mis-

- applying over $3,500,000 of the bank’s funds,

He was sentenced to three year's imprison-
ment, i

In a separate triai, Tidal Marine’s lawyer,

* -its Vice-President, and another employee were
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convieted on a total of 26 counts charging
various offenses in connection with their par-
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ticipation in obtaining loans for Tidal Marine
by fraudulently misrepresenting the purchase
price of oil tankers and dry cargo vessels and
by submitting false and fraudulent charters
as collateral for loans. Tidal Marine's Vice-
President was also convicted on charges in-
volving: a scheme to bribe three bank officers
of the National Bank of North America, The
evidence at trial revealed that the three bank
officers received a- total of approximately
$500,000 from Tidal Marine officers. Tidal
Marine’s lawyer was sentenced to five years'
imprisonment; the other two defendants were
sentenced to lesser terms of imprisonment.
(AUSAs Glekel, Marmaro and Gordan),

United States v. William Hockridge, et al.

On August 27, 1976, gix defendants were
indicted for conspiring to defraud the Chemi-
cal Bank and the Bank of New York and
with embezzling over one million dollars from
the Chemicat Bank.

The indictment charged that the defend-
ants had created a virtually wortlless mini-
conglomerate with a number of worthless
companies and that they then obtained loans
for these companies through the defendant
Hockridge, a lending officer at the Chemical
Bank, by means of filing false finaneial state-
ments with the Chemical Bank and by Hock-
ridge’s filing false reports about the alleged
loan negotiations with the Bank.

One defendant pleaded guilty to the con-
spiracy count, and the trial of the remaining

defendants is in progress. (AUSAs Amarosa,

David O’Connor and Bush).

United States v. Howard E, Saft, et al.

Howard ‘ E. - Saft, a formeir president of
Adlay Jewelry, Inc, and two accountants in
the accounting firm of Chaikin & TFialkow,
Norman Fialkew and Edward Weizer, were
indicted on charges of- submitting false finan-
cial statements to obtain $3 million dollars in
bank loans for Adlay Jewelry which later
went into bankruptey. The indictment also
charged Saft with tax evasion and with loot-
ing Adlay Jewelty in the amount of rnearly

$450,000, including $200,000 to vemodel a‘
house that he owned in.East Hampton, Long.
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Island. All three defendants pleaded guilty
to submitting false financial statements and
Saft also pleaded guilty to-a charge of tax
evasion, Fialkow is awaiting sentence, Saft
has not yet been sentenced, because of a sub-
sequent motion to withdraw hig previously
enteved guilty pleas, Weizer, a junior ac-
countant in the Chaikin & Fialkow. firm, has
been fined. (AUSAs Schatten and. Salerno}.

Uniled States v. Anne Lamont
United States v. John Stocssinger

This was a mail and wire fraud prosecu-
tion. Anne Lamont was charged with de-
frauding a Canadian businessman of $60,000
and a West Virginia bank of over $200,000.
Among the means employed by Miss Lamont
were the exploitation of false, misleading and
exaggerated letters of recomimendation, ob-
tained from John Stoessinger, who wag then
Acting Director of Political Affairs at the
United Nations and a Professor at. CUNY,
After a three-week trial, Miss Lamont was
convicted on seven counts of mail and wire
fraud. Dr. Stoessinger, who testified for the
government at the trial, pled guilty to mis-
prision of a felony. Both Miss Lamont and
Dr. Stoessinger  are awaiting sentence,
(AUSAs Schatz and Siffert),

United States v. Gregory Aurre, J7.
United States v, Louis Sklaroff

After a substantial investigative effort by
this Office;, Gregory Aurre,- Jr. and Louis
Sklareff entered guilty pleas to indictments

. charging that Aurre filed false and fraudulent

15

Joan - application documents with the Trust
Company of New Jersey, where Skiaroff was
a Joan officer, to obtain $255,000 worth of cor-
porate loans, Both defendants ave awaiting
sentence, ~ Other fraudulent Joan prosecutions
are anticipated as part of this investigation.
(AUSA Neiman).

United States v. Michael S. Gardner

Gardner, a long-time violator active in
a wide range of fraudulent activity ranging

from stock manipulati’/‘ns to the fencing of . -

stolen” securities, was/convicted on thirteen
counts of an indictmznt charging an “advance
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fee” scheme and other swindles, On July 7,
1976, Gardner wag sentenced to five years'
imprisonment.

Although “advance fee’ frauds have been
common for many years, prosecutions in this
and other districts have been rare. How-
ever, the investigation in this case not only
led to the imprisonment of Gardner, who,
Gespite two prior felony convictions had never
spent a day in jail prior to his arrest in
this matter, but also led to the indictment of
more than half a dozen othér swindlers allied
with Gardner, one of whom (James E.
Lofland) has now been convicted. The others
are scheduled to’'go to trial. (AUSAs Rakoff
and Kaplan).

United States.v, Mohammed H. Naimi

Mohammed H, Naimi was charged - with
interstate transportation of $2.8 million
worth of forged securities. The indictment
charged that Naimi, an Iranian citizen who
owns a discotheque in Alexandria, Virginia,
opented- a checking account at Citibank in
New York, deposited $2.3 million dollars
worth of checks drawn on fictitious accounts
at out-of-state banks and withdrew $600,000
based on the worthless deposits.

In a related case, another Iranian citizen,
Hossein Mohammad Kia, was recently charged
with the interstate transportation of $5.7
million dollars worth of forged securities.
The indictment charged that Kia opened a
checking account at Chase Manhattan Bank
in New York, deposited $5.7 million dollars
worth of checks drawn on fictitious accounts
at out-of-state banks and withdrew $2.7 mil-

lion based on worthless deposits. (AUSA
Goldstein). -
Tax: Evasion

This year the Office filed over seventy tax
indictments, Many of these prosecutions, such
as United States V. Bernard Deutch; United
States v. Bernard Goldenberg and the Hillel
School ecases, attacked criminal conduct di-
récted primarily againgt the tax collection
system; while other tax cases dealt with tax
violations which also revealed corruption in
government—United States v. Sanford Engel-
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hardt—or in business—United States v. Clive
Davis and United States v. Donald Klock.
Among the more important convictions and
indictments in this area were the following:

United States v, Donald M. Klock

Donald M. Klock, a former president of
Duffy-Mott Co., Inc., a producer of Mott’s food
produets and a subsidiary of American Brands,
Inc. (formerly The American Tobacco Com-
pany}, was indieted on charges of tax evasion,
mail fraud, false statements and obstruction
of justice, - The indictment charged that dur-
ing the period from 1966 to 1974 Klock ar-
ranged, through the use of false and fictitious
invoices, for Duffy-Mott to pay for $400,000
worth of goods and services for Klock’s per-
sonal benefit which he failed to report as in-
come on his tax returns., - The indictment also
allegred that Klock, in connection with his elec-
tion as a director of American Brands, caused
the issuance of false proxy statements that
failed to tell the shareholders that he was re-
ceiving large amounts of undisclosed income
from Duffy-Mott,

Klock pleaded guilty to two counts of fax
evasion and is awaiting sentence. (United
States Attorney Fiske and AUSA Schatten).

United States v, Clive J, Daris, and related
cases

This series of cases, charging various em-
ployees of Columbia Records ({the records
group of CBS, In¢.) including Clive J. Davig,
the former President o¢f Columbia, with tax
evagion growing out of various schemes fraud-
ulently to obtain personal henefits from the
company, resulted from an investigation be-
gun by the United States Attorney’s Office in
Newark, New Jersey and the Internal Reve-
nue Service, and concluded by this Office.
Davis pleaded guilty to tax evasion in 1972,
admitting that he had falsely failed to report
as income over $8,000 in travel and vacation
accommodations obtained from ‘the company
for himself and his relatives. Davis received
a $10,000 fine, David Wynshaw, Davis' chief
assistant and Director of Artist Relations of
Columbia, who pleaded guilty to tax evasion
and mail fraud, was sentenced to a one-year
term of imprisonment. Anthony Rubino and
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George Surdis, Columbia accounting depart-
ment employees, who admitted participating
in the falsifieation of invoices for the benefit
of themselves and their superiors, received
sentences of four months. Pasquale Falconio,
a talent agent who also participated in the
scheme, received a two-year sentence to run
consecutively to a sentence he was already
serving as a vesult of a prior narcotics con-
vietion. (AUSAs Wohl and Reilly).
United States v. Bernard Deutsch

The largest tax evasion case in the last
twenty years in the Seuthern District of New
York charged two well-known stock swindlers,
Bernard Deutsch and Stanley Duboff, with
evading almost $4,000,000 - each in - income
taxes. The case was developed after more
than ‘a year of investigation by the Frauds
Unit intp various stock manipulation sehemes
of these defendants. Both Detitsch and Duboff
pleaded guilty and yeceived five-year prison
terms, (AUSA Sorkin).
United States v. Bernard Goldenberg

Bernard Goldenberg, a well-known swind-
ler previously convicted of perjury by this
office, was convicted on fax evasion charges
after a -5-day trial. The case involved
$540,000 which = Goldenberg had received
from  proceeds of the sale of stock of
Mastercraft Electronies Corp. and which he
failed to repart as income. The proof at trial
deseribed- an elaborate scheme by Goldenberg
to conceal his receipt of the money, Master-
craft's attorney was directed to pay Golden-
berg’s share of the proceeds to a shell corpora-
tion set up by Goldeskere in the name of Su-
perior Plans, Ine, Goldenberg:then issued con-
vertible debenturis from Supegior. Plans, Ine.
to Mastercraft’s Attorney ostersibly in return
{or the proceeds, however, he dancelled out the
debentures by requiring the’ attotney to pre-
pare an undated letter exevilising his right to
convert the debentures into -the worthless stock
of Superior Plans, ~Goldenberg then moved
the proceeds out of the shell company by draw-
ing Superior Plans checks payable to himself
which were nsed to purchase bank checks
which in turn were cashed at a check casher
to-avoid disclostre of the large-scale ecash
withdrawals. - Goldenberg was sentenced to 6
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months  imprisonment and a $15,000 fine.
{AUSA Littlefield).

United States V. Robert Berkson, and velated
cases

From 1969 through 1973, Martin Frank, a
New York City attorney, arranged for a num-
ber of his clients, colleagues and friends to
give stock to the Hillel School, a Long Island
parochial school; The gifts were accompanied
by letters from the donors backdated to a time
during the prior year when the price of the
donated stock was considerably higher than at
the time the stock was actually given to the
school. The administrator of the Hillel School,
anxious to obtain funding for his debt-ridden
school, in turn sent the donors acknowledgment
letters backdated to within a few days of the
dates on the donors’ letters, The donors then
listed on their tax returns grossly inflated
charitable deductions - corresponding to the
value of the stock on the dates fraudulently
listed on the backdated letters.

As a result, of indictments and informations
returned in these cases, Martin Frank, Robert
Berkson, Aaron Perel, Jesse Krieger and Mur-
ray Frank pleaded guilty to federal felonies
relating to the filing of false tax veturns; Jack
Levine was convicted after trial of tax eva-
sion; and proceedings against Sidney Feld-
shuh, Martin Frank’s former law partner, and
Randolph Pace are presently pending in the
Distriet Court. (AUSAs Bush, Littlefield,
Pedowitz and Rosenthal).

United States V. Irwin T, enberg

Irwin T. Denberg, an executive of Spotless
Stores, Ine.,, Paterson, New Jersey, was in-
dicted October 13, 1976, for the wilful evasion
of over $500,000 in federal income taxes on
unreported income of approximately $700,000
for the calendar year 1969, The defendant is
awaiting trial. (AUSA Sussman),

NARCOTICS

The Office has sought to maximize the im-
pact of federal narcotics enforcement by con-
centrating its resources ‘on major narcoties
distritution  networks and those individuals
who comizcl'them, With the assistance of Fed-
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eral, New York State and New York City law
enforcement agencies, we seek to first identify
and isolate the organizations—from sources
through wholesalers and street peddlers—
which provide the bulk quantities of narcotics
sold in New York City. Then, using the fed-
eral narcotics econspiracy laws,* numerous
members of these jllicit business organizations
are brought to trial at the same time. - This
approach is advantageous both becamse it
makes possible the presentation to the court
and jury of the cumulative, as well zs indi-
vidual, culpability of each link in the narco-
ties chain, and because it allows the Govern-
ment to remove an entire distribution system
with one fell swoop, fostering both judicial
and proseeutive economies, When their total
malfeasance i§ measured in the conspiraey con-
text, stiff sentences hayve been obtained which
remove from circulation high level profes-
slonal traffickers for substantial periods of
time, and which may deter other potential
offenders.

The targets of this type of prosecution have
changed with a recognition of the changes in
{he' Sources, routes snd profiles of narcobies
violators. - Traditionally, the Office has prose-
euted the ‘so-called “French Connection”—
“ruvkish heroin processed in Europe and dis-
tributed by organized crime fizi- s in the
United States—in such cases /2 77 #led Stafes
Y. Cirillo, United Slates ¥, Tram wii; United
States v. Mallah, and United Statés V. Papa.
In part because of these and many gther major
prosecutions brought by this office in the past,
this “French Connection” has been effectively
gevered. Relible intelligence mnow demon-

+# There ekists overlapping federal and state pro~
geriptions wpos frafficking in narcotics, However,
hecause of the expansive jurisdiction accorded by the
foderal conapiracy statutes, this Office ia empowered
to prosecute international and interstate narcotics
rietworks,  Stafs and locsl authorities are more lim-
sted o theid jurisdiction. As n vesult, to maximize
the cumulative resources of all Jaw enforcement per-
wonnel, the Office concentrates on nuiti-tiered ron=
spiracies while state and lodal authorities concentrate
upon individusl narcotics transections and so-called
Ugtreet crime™ within their geographic borders,

strates that the sources of most of the opiates
sold in the Southern District of New York
are Mexieo and the Orjent. South Ameriea
has become a greater problem ares both as a
conduit for heroin and as the source of the
increasing influx of cocaine. Black and His-
panic violators have usurped contrdl of levels
of importation and distribution formerly dom-
inated hy organized crime members.

It was upon these new networks that the
Office’s Narcoties Unit focused its attention
in 1976, and the vesults were outstanding.
Conspiracies responsible for the importation
of multikilogram quantities of heroin from
the Orient were smashed in the Madona, Head,
Lombardi, and Lalg Mong Wah cases. The
largest “Mexican Connection” yet detected
was prosecuted in the related cases of United
States v. Valenzuela, United States v, Cortes-
Rios, and United Sfates v. Gutierrez and
Ramirez, Enormous cocaine importation rings,
responsible for bringing into the United States
literally thousands of pounds of that drug
from South Americs, were convicted in the
Bravo and Mejins trials, The tiaditional tar-
get of the Office’s major narcotics cases, the
narcoties networks controlled and financed by
organized crime, slso were prosecuted in the
Stassi, Flores, Panebianco and Alessi cases.
Finally, and of special note, is United States
v. Alvares, gt al., a proseeution against an ex-
pansive conspiracy, with tentacles jn New
Yark, Washington, Chicago, and Miami which
represented a malignant symbiesis of South
American, organized crime and the so-called
“Black Mafia” violalors through whom ap-
proximately 3,000 pounds of heroin and co-
caine were distributed,. Besides these major
cases, many othey prosecutions against sub-
stantial - wholesale-level narcotics violators
made up the Office’s total of over 250 narcotics
indictments in 1976. Among tha most sig-

* nificant of these cdses were the following:

United States v. Jian Antonio Alvarez; el al.

This indictment charged thirty-three defend-
ants from five different stateg with. combining
in a loose-knit narcotics businésg organization
that operated at three levels: importers and
suppliers of coeaing and heroin; middlemen
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who purchased and financed the purchase of
narcotics in bullk; and wholesale distributors
of narcotics, operating in various cifies in the
United States. The defendants were charged
with digtributing from 1968 threough 1974 ap-
proximately 1,000 pounds of cocaine and her-
oin in New York, New Jersey, Washington,
D, C. and Chieago, Illinois. The trial lasted
fourteen weeks, from Aungust 10, 1976 until
November 12, 1976, when seventeen of the
twenty-two defendants on trial were con-
victed, Among those convicted were Juan
Antonio Alvarez and Angel Rodriguez of
Miami, Florida, the jmporters and suppliers
of all the eocaine involved in the conspiracy;
Benny Intersimone, a well known organized
erime figure and heroin - supplier; Frank
Moten, known in Harlem as "“The Black God-
father” who financed the narcotics operations
and 'was chairman of the “Counse] of Twelve,”
an organization consisting of the mest impor-
tant black narcotics dealers in New York
City, and is identified by law enforcement
officials as-a kingpin in extortion, gambling,
loan sharking and all other forms of orga-
nized crime activities in the Harlem area;
and Yvonne Shennault who succeeded her hus-
band,  presently incarcerated, as the major
narcotics distributor in Chicago. Sentencing
for these defendants and the others convieted
has been scheduled far Janvary 21, 1977.
(AUSAs Beller, Sear and Cushman).

United States V. Fernando Valenzuela and
related cases,

On March 20, 1976, five defendants, mem-
bers of the Gallarde heroin -organization
which was responsible for the importation of
approsimately 100 pounds of Mexican heroin
during’ . three-month period in 1974 through
Southern California for sale in New York,
were convicted after trial. Those defendants
received sentences of up fo 7i4 years im-
prisonment,

A lieutenant in the Gallardo heroin organi-
zation, William Cortes-Rios, was subsequently
convicted and sentenced to twelve years im-
prisonment and a  $20,000 committed fine.
Cortes-Rios was the financial overseer of the
Gallardo organization and personally trans-

59

19

ported Mexican herion from Los Angeles to
New York on its behalf during 1974, Cortes-
Rios laundered more than a half-million dol-
lars . in - organization money during 1975
through banks in Puerto Rico,

Hermino Gutierrez and Victor Ramirez
were charged with having together distrib-
uted over fifty pounds of heroin for the
Gallardo organization in the summer of 1978.
Gutierrez fled shortly after the filing of the
indictment, Ramirez was convieted at trial
and js presently awaiting sentence, (AUSAs
Buchwald, Kaufman and Moss),

United States v, Matthew Madonng - and
Salvatere Lorca

On November 16, 1976, Matthew Madonng,
Salvatore Larca and another were convicted
of importing twelve pounds of pure Thai
heroin concealed in false-sided suitcases,
transported by two couriers via Honoluln
to New York City. Madonna is a well docu-~
mented organized crime figure who had been
convicted of a mnarcotics-related murder at
the age of 19, Since 1969, Madonna and
Larea, his partner, are reported to have been
the suppliers for major black violators, in-
cluding Leroy “Nicky” Barnes, in the New
Yoik area. On December 21, 1976, Madonna
and Larea were sentenced to thirty and fif-
teen years imprisonment, respectively. (AUSA
Flannery),

United States v. James Panebianco, et al.
- and related case,

On February 6, 1976, seven defendants in-
cluding James. Panebianco, Laurence Iarossi,
well-documented organized crime marcotics
dealers, and Snyder Blanchard, allegedly the
largest heroin dealer in Baltimore, Maryland,
were convicted on charges involving the dis-
tribution of - multi-kilogram quantities -of

heroin obtained from the Vincent Papa orga--

nization to dealers in Baltimore and Pitts-
burgh, Op March 24, 1976, ten-year sen~
tences were imposed on these defendants,
On November 12, 1976 Virpgil Alessi, the
chief lientenant in the Vincent Papa heroin
organfhzation, who had been severed from-the
Pansbianco ‘trial, pleaded guilty to related
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heroin sales, On January 5, 1977, Alessi was
sentenced to thirteen years impiisonnient on
these charges and two years consecutive there-
to on related tax charges, (AUSAs Lavin
and Garnett).

United States v. Antonio Flores

During 1970, Antonio Flores was the pur-
chaser of approximately 600 pounds of hersin
smuggled into New York from Furope. The
heroin was concealed, in, among other things,
musical amplifiers and the boxrowed cars of
several unsuspecting women, When Flores'
connection was arrested in New York in
April of 1971, Floreg fled the United States
for France and Spain where he remained a
fugitive until his extradiction in January,
1976. Flores was convicted after a trial on
August 28, 1976, and was sentenced on Octo-
ber 8, 1976 to tweniy years imprisonmant.
(AUSA Flannery).

United States V, Joseph Stassi, ¢t al.

This indictment charged five defendants
with conspiring to import imto the United
States approximately 240 kilograms of heroin
and the actual importation of 110 kilograms.
The importations of this heroin were ar-
ranged by defendants and co-conspirators
who were imprisoned at the Federal Peni-
tentiary in Atlanfa, Georgia, and actually car-
ried out by others they selected to act for
them in France, Montreal and New York.
The heroin was bYought into the United
States concealed - in: automchiles which were
packed with heroin in France, shipped to
Montreal and then driven by couriers across
the border and into. the New York Metropol-
itan area, After & six-week trial, Joseph
Stassf, a well known organized erime figure,
and his two co-defendants, Anthony Stassi
and Willlam Sorenson, were convicted, On
February 26, 1976 they received sentences of
30 years, 25 years and 25 years, respectively.
(ATUSAs Nesland and Sear),

United States v. Rev, Alberto Mejias, et dl,

On July 30, 1976 seven  co-defendants
were sentenced to terms of fifteen years im-
ptisonment each for their part in a wide-
ranging conspiracy fo import and distribute
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cocaine from Colombia, South America during
1973 and 1974, A jury had convicted the
defendants on June 30, 1976, after a six-week
trial. - Six of the seven defendants were ilfezal
aliens from Colombia, The proof at trial
was that the members of the Mejias organiza-
tion imported $250,000 worth of cocaine per
week for approximately two years, AUSA
Michael Q. Carey, received an award for
Superior Performance by an' Assistant United
States Attorney from the Attorney General
for his investigation and trial of this case and
the Bravo case. {AUSAs Carey and Aker-
man).

United States v. Alberto Bravo, el al.

On Jenuary 23, 1976, twelve defendsnts

were convicted on charges relsging te their
importation of 500 kilograws of cocaing frem
Colombia, South Ameriea to. Mow York. New
York during the years 1969 through 1%74.
On March 15, 1976, thi: rhief importezs were
each sentenced to fifteet years imprisonment.
Their co-defendants receivvd seniesces of from
ten to five years imprisonment. {(AUSAs
Carey and Blpch).

United States v. Lui Mong Wah and related
case.

On June 15, 1976, the first of two related
trials was completed involving the importation
of 80 pounds of pure heroin from Hong Kong
for distribution in New York. - Two of the
importers, Lai Mong Wah and Cheung Kin
Ping were convicted on June 15, 1976 and were
sentenced to ffteen and seven years, respec-
tively, At a second frial in September, the
recipient of the heroin, Larry Lombardi, was
convicted. He was subsequently sentenced to
ten years imprisonment. (AUSA Engel),

['ited States v. Warren Robingoen, et al.

On April 2, 1976, seven defendants were
convicted after two months of trial on charges
relating to membership in a multi-kilogram
heroin distribution chain operated during
the period 1969 through 1973 in and
between the cities of New York and Washing-
ton, D, C. These defendants received sen-
tences ranging up to fifteen years imprison-
ment. (AUSAs Engel and Siffert),
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United States *, Arnold Head and
Bruce Wheaton

On May 1%, 31976 two ex-servicemen were
convicted sor importing pure heroin in pound
quaniities from Thailand through the Armed
Forees mail. The heroin thus imported was
distributed through a network of purchasers
in New York, California and Washington,
D.C.. In June, 1976, Head and Wheaton
were. each sentenced to 15 years imprison-
ment. (AUSA Virella).

- United States v. Tripp Stone ¢t al.

On September 28, 1976, Tripp Stone and a
co-defendant were convicted on charges re-
lating to conspiracy and distribution of co-
caine, Stone is identified as one of the
country’s largest cocaine dealers and the larg-
est supplier of cocaine for the cities of Detroit
and Cleveland, On November 12,1976, Stone
was sentenced to ten years imprisonment.
(AUSA Costello).

United States v. Raymond Anderson, et al.

This indictment charged nind defendents
with participating in a large-scale heroin
distribution network that operated in New
York City; various cities in New Jersey;
Williamsport, Pennsylvania; Baltimore, Mary-
land; Washington, D.C.; and Atlanta, Georgia
from September 1972 thvough June 1974,
The source of the heroin was one Ray-
mond Anderson, who operated out of his
vestaurant in New York City. The other de-
fendants and co-conspirators operated as
couriers for Anderson or as bulk huyers in
the various cities where the network operated.
The testimony at trial showed that the de-
fendants distributed approximately 30 pack-
ages of heroin, each between one eighth of a
kilogram and a full kilogram in weight,

Four defendants were convicted after trial
in November, 1976 and received sentences
ranging up to . five years imprisonment.
(AUSA TFrederick T. Davis).

United States v. Alphonse Sisca, et al.

On December 20, 1976, a parcel containing
3 pounds of 94% pure heroin mailed from
Bangkok and addressed to 2 fictitious addres-
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see in Saugerties, New York was intercepted
by federal authorities. - The seizure was the
largest from the mail in Drug Enforcement
Administration history, -As a result of fur-
ther - investigation, Alphonse Sisca was ar-
rested as the nltimate recipient of the heroin.
Sisca had recruited a postal employee at the
Saugerties; New York Post Office to assist
him in developing this pew route of heroin
importation. They were indicted and are
awaiting trial, (AUSA Neugartenj,

United States v. Somuel Glasser, et al.

This indictment charged a sophisticated im-
portation and distribution scheme to import
raw cocaine paste from South America, Samuel
Glasser, an attorney, and Joseph Valverde
used the cover of & wine importing concern
to mask the true purpose of their frequent
trips to Argentina, Bolivia and Chile. Once
the cocaine was in New York, Glasser used
his brother-in-law Eugene Piper as a whole-
saler to distribule the cocaine. - Three other
distributors under Piper sold the cocaine to
other distributors and users in New York
Piper and his “salesmen” pleaded zuilty,
Glasser and Valverde were convicted - after
trial and on January 16, 1976, each received
a sentence of four years. (AUSAs Engel and
Flannery).

United States v. Jeffrey Rudd and Gary Fields

These two related investigations culminated
in the immobilization of the largest known
clandestine methalqualone manufacturing and
distribution organization in the United States.
The operation was responsible for distributing
in excess of twenty million ilicitly manu-
factured quaalude tablets, valued at- more
than sixty million dollaxs, All sixteen de-
fendants pleaded guilty and were sentenced
to terms of up to six years imprisonment,
(AUSA Batchelder).

United States V. Gerardo Sanchez, et al,

On November 9, 1976, Gerardo Sanchez, an
attorney, Hector Echeverria, a prior narcotics
violator, and Luis Reyes pleaded guilty to
separate criminal informations charging them
with conspiring to sell cocaine in violation of
the federal tax laws. This case arose out of
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an attempt by the defendants to smuggle
multi-kilogram amounts of cocaine from
Mexico into the United States, ' Six kilograms
of pure cocaine were seized in connection with
this case, On December 20, 1976 all three
defendants received sentences of five years
imprisonment.  (AUSA Marmaro).

United States of America V. Benjamin
Rodriguez askya “Benny One Eye"

In this case, Benjamin Rodriguez, a well-
known dealer in narcotics, was convicted of
income tax evasion for the tax year 1967, as
well as filing a folse income tax veturn in
which he reporteéd his sole income as $6,960
claiming he had received this income as
mortgage interest and ‘“consultation fees’
He paid a total income tax of $494.20. At
trial the Government proved thai Rodrizuez
failed to report income of at least $184,140,
on which he should have paid taxes of
$101,791.80, Rodriguez was sentenced {o two
years imprisonmen; and mow awaits trial on
another indietment chargibg tax violations in
1969 and 1970. (ATSAs Bush and Kelleherl.

CRIMES AGAINST THE GOVERNMENT

Fraud in Government Programs

As noted earlier; in the past year the Office
has made & major commitment to the investi-
gation and proseention of erimes involving
fraud in Government-financed programs.

Tn these cases the Office has worked closely
with & npmber of investigative ageneies, The
development of these prosecutions has resulted
in large park from the ability of the Assistant
United States Atforneys involved  to work
with the investigative agencies from the out-
set of the investigation, This departure from
the outmoded principle that the investigative
agencies investigate and the United States
Attorney’s Office prosecutes has -enabled the
investigations to be conducted in a way which
has produced better results in a shovter period
of time. ‘This concept, which has also been
used effectively in other areas in the Office
and which indeed is at the heart of the Or-
ganzed Crime (Strike Force) concept, is one
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which the Office intends to implement ay
fully as possible in all areas of criminal in-
vestigation.

This year the Office filed over 130 indict-
ments  charging fraud against the United
States Government. Among the major cases
commenced or concluded in this category were
the following:

Medicare and Medicaid Froud Cases

As a result of several Medicaid and Medi-
care fraud investigations, a total of twenty-six
defendants have been convicted, - including
eight medical doctors, two podiatrists, fifteen
chiropractors, and three non-professional clinie
employess. These defendants pleaded fo, or
were convicted of, felonies including conspir-
acy to defraud the United States, false claims,
false statements, mail fraud, income fax eva-
ston and the filing of false tax returns. Sen-
tences have ranged up to five-year jail terms.
In addition, civil actions, brought under the
Federal False Claims Act against the con-
vieted defendants, have resulted in civil settle-
ments totalling over $600,000, which amounts
to double the false claims plus an additional
amount to cover roughly the cost of the in-
vestigations to date.

The schemes included submission by phy-
sicians of false invoices for services never
yendered; kickback arrangements among phy-
sicians, medicaid clinies and medical labora-
tories; kickback arrangements between jnsur-
gnce carriers and beneficiaries; and double
billing by several doctors for the same medical
services, As @ result of his extracrdinary
work in these and other cases AUSA George
E, Wilson received the Attorney General's
Special  Commendation - Award, ~ (AUSAs
George E. Wilson, Neiman, Rosenthal, Harris,
Bloch, Batchelder, Neugarten and Schatz).

Small Business Administration

This investigation into Small Business Ad-
ministration loan fraud resulted in convie-
tions during 1976 in seven separate cases
The investigation focused on bribery and ex-
tortion by SBA officials and fraud by bor-
rowers, their accountants, attorneys and
barkers, Andrew J. Semon, Assistant Re-
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gional Director of the Small Business Admin-
istration, was convicted after trial in Mareh,
1976 and sentenced ¢p 6 months imprison-
ment. - In addition, 2 CPA’s, 8 businessmen,
and 5 loan application prepavers, including
one attorney, were: convieted of conspiracy,
bank fraund and false statements and sen-
tenced to terms ranging from probation to 4
years in cases invelving dozens of SBA loans.
{AUSAs George E. Wilson, Levine and Cut-
ner},

United States v. A, Michael Stagy, et al.,

In a separate investigation from that de-
seribed above, a scheme to defrand the Small
Business Administration and the State of
Pennsylvania out of in excess of $500,000 was
diseovered. The scheme centered around Stagg
Construetion Corporation’s application to the
SBA for a business disaster loan of $702,000
to repair damages caused to a shopping center
located in Pennsylvania by Hurricane Agnes
in-June, 1972, In fact only abeut $200,000
in damages were actually incurred, - Applica-
tions for such joans were made first to the
State of Pennsylvania for an interim logn and
also to the SBA, The proceeds of the SBA
loan were 1o be used to repay Pennsylvania,
The evidence established that defendants A,
Michae! Stagg, Gene L. Simmons and Robert
Geffen used forged and fictitiouy invoices to
document the excessive damage cluims.

The first indictment, filed in 1975, named
Albert Bisland, Frank DeAngelis and Rohert
Bloch, DeAngelis and Bloch pleaded guilty
and were sentenced to 6 months and 2 years

- probation, vespeetively. Bisland went to trial,

was convicted and received a sentence of four
months. ~ All three agreed fo testify during
the Stagg eage. In 1976, Stagg pleaded guilty
and Simms and Geffen were convicted after
trial. Simms was sentenced to 2 years, Gef-
fen to 6 monthy, (AUSAs Mukasey and Cos-
tello).

United States V. Bernard Bergman and re-
lated cases,
Bergman was the owner, Mark Loren the
administrator and Samuel Dachowitz the ac-
countant of the Towers Nursing Home in New

York ©ity, While these men controllea
Towers, they concealed from the state and
federal governments the existence of several
undisclosed partners to whom partnership
shares in Towers had been sold by Bergman.
They also submitted to the New York State
Department of Health over one mittion dollars
in inflated claims for Medicaid reimburge-
ments. They set up a cleaning company,
Sani-Interiors, which was ostensibly a provider
of services to Towers bui which in reality
served as a conduit for secret payments to the
undisclosed  partners of Towers, Dachowitz
also embezzled over $300,000 from Towers,
which he repaid only when prosecution was
imminent,

Bergman pleaded guilly to conspiracy to
defraud the United States and to filing a false
tax return and received a sentence of four
months' imprisonment. Loren pleaded guilty
to conspiracy ta defraud the United States and
received 2 sentence of three months' imprison-
ment and a fine of $75,000. Dachowitz pleaded
cuilty to conspiracy to defraud the United
States, filing a false tax return, and submit-
ting false statements to an agency of the
United States, He was sentenced to imprison-
nient for a term of one year and one day, and
was fined $175,000, -(AUSAs Mukasey and
Epstein).

Lhuted States v. Collazo, et al.

As part of a continuing investigation into
fraud in connection with the United States
Department of Agriculture food stamp pro-
gram, twelve defendants were indicted in &
conspiracy to defraud the United States De-
partment of Agriculture out of approximately
$2 million in food stamp coupons. It is charged
that certain defendants obtained stolen au-
thorization-to-purchase cards and transferred
these cards to Rosado, an authorized food
stamp retailer. - Rosado thereafter went to
check cashers, five of whom were charged in

- the indictment, and redeemed the cards for
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food stamps. Rosado then deposited the

stamps in his bank account and, after the .

bank eredited his account for the cash valne
of the stamps, Rosado withdrew money and
paid the check cashers dnd those from whom
he got the cards,

A2
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Rosado and Rivera have pleaded guilty; the
other defendants are scheduled for- trial.
{AUSA Weinberg).

United States v. Lane

In another food stamp fraud case, the
owner of a number of White Flains check
cashing stores was charged with embezzling
$1,067,102 in proceeds from the sale,of food
stamps at hig stores. The defendant,was also
charged with making numerous falle state-
ments in connection with his food stamp
transactions and with tax evasion for the
years 1972, 1973 and 1974, The trial com-
menced January 17, 1977. (AUSA Harris).

United States v. Bartholomew Buigues et ol

This was tHe first prosecution resulting
from a continuing investigation into fraud
in the United States Department of Agrieul-
ture’s Special Summer kood Service Program
for Children. The program, commonly called
the “summer lunch program” js designed to
provide free meals to needy children during
the months of July and -August. 'The de
fendants were all affiliated with a nop-profit
ovgapization, Youth In Government, Biugues
was at the time employed by the Office of Civil
Rights of the Department of Health, Education
and Welfare. Puig was employed by the Vera
Institute of Justice. Horowitz was s former
employee of the Mayor’s liducation Task Korce
in New York City.  Sammarce was a Republi-
can distriet leader in Port Chester, New York.

All five defendants were charged with con-
gpiracy to defraud the United States and filing
false claims against the United States, Al
were convicted after a jury trial and received
sentences ranging from probation fo three
months' imprisonment. (AUSA Epstein},

Corruption of Government Officials

This year the Office continued to empha-
size, a8 it has for many years, the imporfance
of agpressive -investigation and prosecution
of corrupt government officials as. well as
those who seek to profit from such corruption.
In 1976 the Office filed over fifty indict-
menis charging over 110 defendants with
bribery and related crimes. The aignificance

of convicting a high level official such as An-
drew. Semon, the former Assistant Regional
Director of the Small Business Administration,
should not be allowed to eclipse the importance
of vigorous pursnit of lower level government
employees whoze dishonesty can have a major
impaet on the effectuation of public policy and
on’ the citizens’ confidence in their govern-
ment.

The most important of these cases in the
Office this year were the following:

United States of Americe v. Andrew J. Semon

On April 12, 1976 Andrew J. Semon, former
Assistant; Regional Director of the Small Busi-
ness Admimstration, was found guilty of
bribery, extortion -and receiving unlawful
gratnties in the performance of his duties.
According to the indictment, Semon’ received
$6,000 in illegal kickbacks on SBA loans total-
ling almost $1 million during the period 1970-
1273, The evidence showed that Semon ap-
proached 2 lawyer, Bernard Chodosh, repre-
senting various companies applying for loans
and told bim that the loans would only be
approved if Semon was paid. ‘The Govern-
ment proved that starting in 1968 Semon ex-
torted money in this manner from Chodosh
and that from 1968-1973 Semon received over
$11,000, representing 14 to 34 of a percent of
the total loan. (AUSAs Levine, George E.
Wilson and Feffer).

United States v, James W, Allen and related
cases.

One supervisor and fifteen inspectors of
the Meat and Poultry Inspection Program of

“the U.S, Department of Agriculture have
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been indicted for taking money on a weekly
basis from companies they inspected, . Fach
of the meat Inspectors indicted was charged
with taking up fo $50 weekly from as many
as eight different meat processing cormpanies
over periods as long as six months,

The indictments were the result of a con-
tinuing joint investigation by the Federal
Bureau of Investigation, the Office of Investi-
gation of the Department of Agriculture,
and the United States Attorneys’ Offices for
thé' Southern and Eastern Districts of New
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York. In addition fo the inspectors indicted
in the Southern: District, fifteen inspectors
were indicted in the Eastern District, More
than 50 meat wholesalers in  Manhattan,
Brooklyn and the Bronx had cooperated in
this investigation and will be prosecuted for
supplementing the salaries of Federal officials,

One inspector has pleaded guiliy to the
felony of: accepting an unlawful gratuity.
The other defendants are awaiting tirials,
(AUSA Iason), .

lim’tzd States V. Joseph 4, Martinez-Carcano,
el a

Six defendants, including two federal cor-
rection officers at the Metropolitan Correc-
tional Center, were convicted of participating
in a scheme to assist a woman facing serious
narcotics. charges to escape from the MCC in
return for $23,000.. The defendants were
also convicted of bribery baged on a $5,000
payment to the two corrections officers.. The
guards were senfenced fo two-year prison
terms and an inmate co-conspirator to six
years to run consecutively to a previously im-
posed parcotics sentence (AUSAs Siegel and
Tendy),

United States v, Alan Douglus, et al.

Two guards at a federal halfway house
were indicted for taking payments from pri-
soners in exchange for letting the prisoners
stay out all night and for extended weekends.
One of the guards, who pleaded guilty to a
gratuity count, received a suspended sentence.
Alan Douglas, the other guard, who went to
trial and was convicted on two bribery counts,
receiv)ed a two-year prison sentence. (AUSA
Tason).

United States v. William Tolentine

William Tolentino, a former Criminal In-
vestigator with the United States Department
of Justice, Immigration and Naturalization
Service, was sentenced on July 20, 1976 to
one year in prison following his guilty plea to
one count of an eleven count indictment charp-
ing him with having accepted bribes totalling
approximately $1660 in veturn for unlawfully
secreting official Immigration and Naturalize-
tion Services files of aliens in order to delay
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. United Brands Company.

and interfere with deportation proceedings.
(AUSA Schwartz),

United States V. Sanford Engelhordt

Engethardt, Associate Counsel for the New
York City Human Resources Administration,
received more than -$40,000 in bribes during
1970 and 1971 from construction contractors
in eonnection with his part in approving con-
tracts for renovation of manpower centers
used by HRA. He pleaded guilty to evasion of
income taxes for the year 1970 and was sen-
tenced by Judge Lasker to one month in
prison. He was subsequently sentenced fo a
year in prison in New York County Supreme
Court for attempted bribe receiving, to which
he also pleaded guilty. Also convicted on tax
charges in connection with 330,000 in bribes
paid to Engelhardt were Arthur Shaw, Gary
Shaw and Charles Kaufman, the principals
and accountant of Burke & Shaw Corporation,
a construction company.  Arthur and Gary
Shaw pleaded guilty to filing a false cor-
porate income tax return and are awaiting
sentence. Charles Kaufman, the accountant,
was sentenced to thyee years' probation. (AU
SA Kingham).

LABOR RACKETEERING
United States v. Fred R. Field, Jr.

After more than a year of investigation by
this Office, a high ranking official of the Inter-
nationa] Longshoremen’s Association was: in-
dicted on anti-racketeering charges for taking
cash payments totalling $83,000  from the
The defendant
Fred R, Field, Jr. occupies 2 number of key
positions in the International Longshoremen’s
Association including the office of General
Organizer of that union, He is also the
President of the Banana Handler's Council,
President of the New York Distriet Couneil,
and Secretary-Treasurer of Laocal 856 of the
International Longshoremen’s - Association in
New York. The indictment charges IMield
with engaging in a pattern of racketeering

. ‘activity by demanding and receiving cash
payments from United Brands Co., formerly

25



.

United Fruit Company, on 14 separate occa-
sions in 1968, 1969 and 1971. The investi-
gation into events in later years is continuing.
{AUSAs Winy and Levine),

United States v. Theodore G. Daley

Theodore G. Daley is awaiting trial on an
indictment charging him with extortion and
with aceepting free constructior materials and
trucking services from employers of membars
of hiz union, - Daley is Secretary-Treasurer
of Local 445 of the Internationsl Brotherhood
of Teamsters of Newburgh, New York, which
has contracts with; the trucking and construe-
tion industry in Westchester, Orange, Ulster
and other upstate counties,

The indietment charges that Daley used his
linion position to pressure a number of team-
ister. employers to supply him with truckloads
»f crushed stong and wooden heams for use
at his home in Windham, New Yorl, as well
as to provide free services of trucks and
fruck drivers, (AUSAs Jaffe and Kingham).

EXPLOSIVES AND FIREARMS

nite?, States v, Russel Kelnet, of al.

During the period August 1975 {through
June 1976, in the New York metropolitan
nrea, shots were fired into certain buildings
nssociated with the Soviet Union; and pip2
bombs were placed at varjous locations, in-
dluding the United Nations and Iraqui Mis-
tiion to the United Nations.. After each of
these igcidents, persons claiming to reptusent
the Jewish Avmed Resistance placed telephone
calls to the news media stating that the actions
were the work of the JAR. In August 1876,
after an extensive investigation, five defend-
gnts, including Russel Kelner, chief of the
Wew York office of the Jewish Defense League,
and four ofher members and forniey members
of the JDL, were charged with numerous vio-
lations of the Federal firearms and explosives
Inws in connection with these shootings and
hombings. The investigation involved coor-
cdination among three U.S. Attorneys’ Offices,
the F.BIL, B.ATF, the N.Y.C. Police De-
partment, the Gloucester County, N.J. Prosecu-

66

26

tor’s Office and the Sullivan County, N.Y.
Sheriff's Department.

All defendants pleaded guilty to one or more
cotints of the indictment. Three defendants
were each sentenced to the custody of the At-
torney General until released by the Parole
Commission. Kelner was sentencd to a 3 year
prison term. The fifth defendant recelved a
suspended sentence.  (AUSAs Jaffe, Mazur
and Kelleher).

United States V. Dominick Cagianese, et al,
Seven defendants were convicted of conspir-
ing to violate the Gun Control Act of 1968
and of having filed false documents with the
United States Department of State. The de-
fendants included five American businessmen,
an B! Salvadorean businessman and Col.
Manuel Alfonse Rodriguez, the Chief of Staff
of the Armed Forces of El Salvador. At trial,
the Government’s proof established a scheme
to illegally sell 10,000 submachine guns in this
country, by making false representationsy to
the State Department that these weapons
wauld be sold to the Republic of EI Salvador
for the exclusive use of its armed forces.

Following the filing of three false documents -

at the State Department, Col, Rodriguez and
his_codefendants were arrvested in May 1976
i New York, where the Colonel had received
3 cash payoff of $75,000, Col. Rodriguez was
sentenced to ten years imprisoriment, Three
other defendants received prison .ugntences
ranging from four to five years. (United
States Attorney Fiske, AUSAs Robert Gold

and Moss). *

United States v. Fronk Grady and
John Jankowski

Frank Grady and John Jankowski, a fed-
erally licensed fivearms dealer, were convicted
of ten counts of falsifying federal firearms
transaction records and of one count of con-
spiring to do so. In addition, Grady was con-
victed of one count of exporting firearms
withqut a license or other authorization. The
proof showed that in mid-1970, Grady and
Jankowski falsified Jankoski’s firearms trans-
action records with respect to twenty .30
calibre semi-antomatic rifles and that Grady
exported them to Northern Irveland for the
use of the Irish Republican Army.
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Jankowski was sentenced to three years im-
prisonment. Grady received a sentence of
two years imprisonment, with all but four
months suspended, and to a term of three years
probation, (AUSA Carey).

VIOLENT CRIMES

During 1976, the office filed over seventy-five
bank robbery indictments, and obtained sen-
tences ranging up to thirty years in cases of
bank robbery convictions. In addition ntmer-
ous other prosecutions against erimes of vio-
lence were initiated or concluded. Among the
most significant prosecutions were the follow-
ing:

United States V. Pereira and Lind

Hector Luis Pereira pleaded guilty to con-
spiracy to kidnap, and Pedro Lind was con-
vieted after trial of kidnapping and related
charges in connection with the abduetion of a
seventeen-year-old girl Whom they physically
and sexually assaulted beforve her. rescue by
agents of the Federal Bureau of Investigation.
Pereira was sentenced fo thirty years in
prison, and Lind was sentenced to forty years
in prison. (AUSA Vizearrondo).

United States v. Mulligan, et al.

Dennis Mulligan, a New York City Police
Depariment homicide detective, was indicted
for srmed bank robbery. The indictment
charges that Mulligan and others robbed the
First National City Bank branch at 435 E.
70th Street (at York Avenue}, New York,
New York, on December 10, 1971 of $45,000
in cash, According to the indictment, Mulligan
drove the getaway car and received approxi-
mately $11,000 of the loot.. Trial is scheduled
for the spring of 1977. (AUSA Fortuin).

United States v, Lugenia Barnes and
Charles Thomas

These two defendanis were convicted of per-
jury before a grand jury as a result of their
testimony that 2 van they had rented had been
stolen from them, ~Only 2145 hours after the
defendants rented the van it was parked on
Clavemont Avenue at 122nd - Street =across
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from Riverside Church, When, the following
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Sunday morning, church-goers were bothered
by the horrendous stench coming from the
van, it was opened and found to contain the
maggot-laden, bullet-viddled bodies of Oscar
Wilson as/k/a “Chink”, a registered Drug En-
forcement Administration informant, and Os-
wald Peterson a/k/a “Atlantic City Pete”. At
the time of his death Peterson, a big-time At~
lantic City orvganized crime figure and nar-
cotics dealer, was awaiting trial in the case of
United States of America V. Tutine, et al.
After their conviction at triaf, Barnes received
a sentence of two months imprisonment and
Thomas a sentence of fifteen months imyprison-
ment to-run consecniively to o sentence of six
o twelve years which Thomas is now serving
for ?irst degree manslaughter. (AUSA For-
tuin).

United States v. dlbert Duke, ot al,

Eight persens weve convicted of conspiracy
and, interstate transporvtatipn of over $500,000
in securities stolen from the Toledo Trust Co,
in Toledo, Ohio. At tiial, after five of the
defendants pleaded guilty, the Government's
proof established that one defendant stole the
secuvities “frony the Toledo Truat Co., where
he was employed .as a messenger, and de-
livered them to his confederates who subse-
quently took the securities to New York and
delivered them to other co-comspirators, Al
{he defendants are awaifing sentence. (AUSA
Goldstein). )

United States v. Eric Dandels, ¢t al,

After a seven-day trial, three defendants
were convieted of the armed robbery of the
United States Post Oftice, Hellgate Station,
153 E. 110th Street, New York City., The
Gaovernment proved that while holding the
postal employees at gunpoint, the defendants
stole 1.004 blank postal money orders and
validating equipment of a potential value of
aver $300,000, (AUSA Kelleher),

APPEALS

The Inereasing number and complexify of
eriminal appeals led us in June, 1976 io
expand the Appellate Section from {wo As-
sigtants to three. This additional staffing
was also designed to permit the members of

oy



63

the Appellate Section to handle some of their
own cages in the Distriet Court,

Among the more significant appeals handled
during the ilast year were the following:

United Staies v. Papo

The convietion of Vineent Papa, St.—the
head of a sabgtantial, long-term narcotics
organization—wagz affirmed in the face of
claims. that an earlier convietion and a plea
bargain in the Eastern District of New York
barred his conviction in the Southern Distriet
of New York. The Court of Appeals held
that the earlier indictment was for 4 sepa-
rate crime and that the plea bargajn did
not confer immunity on Papa for the crimes
charged in the Southern District of New
York. (AUSAs Beller, Cooney and Sabetta).

United States v, Alessi

The same -plea -bargain involved in - the
Papo case was again. the subject of dispute
in this case, where Alessi, like Papa, claimed
that his indictment in this Distriet for nar-
coties offenses was harred by the plea: bar-
gain in the Eastern District, to which he was
also a party, In rejecting Alessi’s claim on
the merits, the Court of Appeals was forced
to reject our claim that since the matter was
raised prior to trial, there was no appellate
jurisdietion. In a lengthy opinion by Judge
Friendly, however, the panel explicitly ae-
cepted our position that recent, prior decisions
on appellate jurisdiction-~while unfortunately
controlling-—were. wrongly decided. The panel
decided not to suggest' that the issue he
veferred to the en banc Court since the Su-

" ‘preme Court may well review the same ap-

pellate jurisdiction issue this year. {AUSAs
Lavin and Davis)..

Umited States V. Corr

In this case which involved stock manipula-
tion causing the loss' of millions of dollars
10 the investing public, the claims on appeal
included Corr's contention that his convietion
on ceriain false statement counts should be
set aside because the false statements were
unresponsive answers fo.questions posed to
him and therefore not subject to prosecution

under Bromston V. United States, 409 US. 7
28 -

852 (1978). The Court of Appeals affirmed
the conviction, holding that, although unvre-
sponsivg, the statements were false, distin-
guishing Bronston where the statements were
literally true” (AUSAs Sorkin, Weinberg and
Sabetta).

United States v, Stassi

This was a “French Connection” natcotics
case involving the importation into the United
States of 110 kilograme of high quality heroin.
The conspiracy to import the heroin was
hatehed amony prisoners in the Federal Peni-
tentiary in Atlanta, Georgin. Before the de-
fendants wera indicted, however, one of their
number, a previously convicted French heroin
dealer named Jean Claiide Otvos, was paroled
from - the Atlanta penitentiary and then
ordered deported hy the Parole Board. The
defendants raised the ingenious claim on ap-
peal that they had been deprived of their
constitutional right to call upon witnesses
to testify because, if Otvos had not been de-
ported, he would have been called as 2 de-
fense witness and would have allegedly testi-
fied that no narcotics-related discussions ever
took place in the penitentiary. The Court
of Appeals agreed with the Government that
this claim should be rejected, ruling: (1)
that there was a substantial probability that,
even had Otvos been called as a defense
witness, he would have asserted his Fifth
Amendment privilege against self-incrimina-
tion; and (2) that any negligence of the
Parole Board in deporting Otvos .sh-3d not
be imputed to the prosecution, {AUSAS Nes-
Jand, Sussman and Pedowitz).

United States V. Santos-Figueron.

Here, the Government. successfully obtained
8 writ of mandamus to prevent g United
States Distriet Judge from communicating
to a2 defendant, over the Government’s .ob-
jection, the sentence that would be imposed
if the defendant were fo enter a guilty plea.
The Court of Appeals ruled that such pre-
plea communications, in the face of the Gov-
ernment’s - opposition, . constitufed judicial
sentence bargaining which violated Rule 11
of the Federal Rules of Criminal Procedure.
{Udited States Attorney Fiske; AUSAs Block
and Goldstein), : .

W
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United States v. Flores

The Distriet Court ruled in advance of trial
that the Gavernment would be precluded from
introducing evidence of the defendant’s partici-
pation in the conspiracy that antedsted the
effective date of the extradition treaty under
which he was extradited from Spain to the
United States. On appeal by the Government,
the Court of Appeals not only ruled that such
prospective evidentiary rulings in advance of
trial aye appealable by the Government under
18 U.S8,C. § 3731, but also that the Distriet
Court wrongly confused the issue of whether
the defendant cizld be irfed for crimes for
which no treaty existed with whether evidence
prior to the effective date of the trealy was
admissible, After remand to the District
Gourt, TFlores was convicted and received a
sentence of {wenty years. (AUSAs Flanhery,
Davis and Pedowitz).

United, States v, Amrep

This case involved another suceessfnl Gov-
ernment appeal from pre-frial evidentiary
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rulings. In this major land fraud case, the
Court also ruled that it was error for the Dis-
triet Court to dismiss counts of an indictment
before trial in an effort to expedite the pro-

ceedings,  (United States  Attorney Fiske;
AUSAs Hynes, Kaufman, Devorkin  and
Pedowitz).

_ United Stotes V. Cruz

The District Judge ruled.that, when he
sentenced a defendant as g Young Adult Of-
fender under the Youth Corrections Act, 18
U.S.C. §5005 et seq., he nonetheless could im-
pose & “ceiling” upon the number of years the
defendant could serve. The Second Cireuit,
ruling on an issue of first impression among
the Courts of Appeals, accepted the Govern-
ment’s position that unless the sentencing
court -imposed a period of probation under
§ 5010(a), it could impose only an indeter-
minate term with a statuforily imposed maxi-
mum of six yedrs, with the actual term fo be
left to the Parole Board. (AUSAs Bentley and

. Davis),

29
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Taggart D, Adams
Chief, Civil Division
Naomi Reice Buchwald
Assistant Chief

William G. Ballaine
Chief, Taxz Unit

Anne Sidamon-Eristoff
Chief, Emvironmental
Protection Unit

Dennison Young, Jr.
Chief, Givil Rights Unit

Robert M. Jupiter
Chief, Claims Unit

Samiuel J. Wilson
’ Civil Appellate Attorney

In 1976 the Civil Division experienced a
rapidly inereasing caseload- coupled with the
responsibility for some of the largest and
most complex Government civil cases in the
country. In addition to meeting these chal-
lenges successfully the Civil Division main-
tained its enviable record in prosecuting major
civil rights cases and increased its civil prose-
cutions in the areas of consumer protection
and public safety, ' Additional emphasis was
placed on the Federal False Claims Act in
conjunction with, or as. an alternative to,
eriminal prosecution as a major weapon in
effecting civil recovery and deterring fraudu-
lent schemes against the Government. Neéw
legislation and court decisions also resulted in
a substantially larger number of cases in
which the Office was called upon to defend the
Government in Freedom ‘of Information suits,
prisoner habeas corpus actions and environ-
mental cases,

The United States Attorney’s Office repre-
sents the United States in nearly all law-
suits involving the Government within the
geographical confines of the Southern Dis-
trict of New York. 'In the District Court for
the Southern District of New York, the busiest
of all federal district courts, the United States
is a party in approximately 15% of all civil
cases filed. Assistant United States Attorneys
in the Civil Division also regularly appear in
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State and local jurisdictions, Surrogates Court,
and Bankruptey Court.

In the last two years the Civil Division case-
load increased by about 16% while ifs
available manpower has expanded by less than
half of that percentage. . In spite of this rising
caseload the Assistants in the Civil Division
were able to complete and terminate 30% more
cases and matters in 1976 than in 1975,

Statistics alone, however, transmit only part
of the picture of the enlarged responsibility of
Civil Division Assistants. 1976 saw the de-
velopment of several significant and complex
eases requiring all or a substantial part of the
time of one or more Assistants. The case of
Socialist Workers Party v. Attorney Generdl,
still in the discovery stage, has taken nearly
the full-time of two Assistants and a substan-
tial portion of a third's. United States ex rel.
Wolfish v. Levi (involving the conditions at the
Metropolitan Correctional Center) and United
States v. Reynolds Tobeceo Co. (enforcement
of a FTC consent order) are other cases which
are still in the pre-trial stage, yet have re-
quired for all practical purposes the full-time
attention of one or more Assistant United
States Attorneys. "As 2 result of those cir-
cumstanees the Civil Division has taken sev-
eral construetive steps to increase its capahil-
ity to litigate the federal government's inter-

" to coneljision,

ests in the Southern Distriet. An increased
allocation of Assistant United States Attor-
neys was accomplished in late 1976. In addi-
tion, we have obtained the valuable services
of an attorney from the Regional Attorrey’s
Office of HEW for a period of six months as a
Special Assistant United States- Attorney. A
third Special Assistant United States Attor-
ney in the immigration unit was allocated by
the Immigration and Naturalization Service
earlier in the year. In 1977 further efforts
in this regard are expected to include the in-
creased utilization of collega students on work-
study programs, the hiring of a full-time in-
vestigtor and one or more lawyers as legal
assistants,

During the past year a number of programs
have been instituted to strengthen the presen-
tation of the Government’s case in federal
civil litigation and maintain the high tradi-
tions of this office. ‘In 1976 the Division com-
menced a series of lectures delivered v g senior
attorneys,. including. the United States Attor-
ney, on various aspects of federal civil trial
practice, Another innovation was the develop~
ment of a program to provide Civil Division
Assistants with criminal trial experience, ‘In
this program, commenced in the summer of
1974, Assistants in the Civil Division take on

the responsibility as Complaint Assistant to
" handle 4]l incoming criminal cases on a specific

day, an{| to prosecute those matters through
The program is designed to
provide {ncreased familiarity with the criminal
Justice ¢ystem and greater exposure to jury
trial Aex]eerie}we.

The skul and congeientious dedication of
the Assistants in the Civil Division made it
possible for this Office to continue its tradi-
tion of providing the Government with the
very highest level of legal advocacy and coun-
sel. The record of their work is reflected in
the following pages.

AFFIRMATIVE RELIEF
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brings on behalf of the United States to protect
important governmental and public interests.
Many such cases ave described in the separate
sections involving ecivil rights and environ-
mental litigation; other cases illustrative of
these efforts are mentioned in the following
paragraphs. The broad range of thege affirma-
tive cases litigated in 1976 confirms the im-
portant role that Assistant United States
Attorneys can and should play in developing
legal rights and remedies in the public interest,

A significant case in the publie interest area
was United States v. Nehring Brothers, a suit
alleging violations of federal rent regulations
enacted under the Economic Stabilization Act.
The United States successfully contended at
trial that Nehring, a real estate management
organization in charge of over 300 buildings
in Manhattan and the Bronx, had raised
tenants’ rents in violation of federal anti-infla-
tionary guidelines, The Court ordered Neh-
ving Brothers to refund to tenants all rent
overcharges. Failing that, Nehring would be
held liable for civil penalties in the amount of
three times the rent overcharges which the
Government estimates at approximately $250.-
000. (AUSAs Glassman and Parker).

In the field of labor relations the Office
continued to prosecute suits brought under the
Lsbor-Management Reporting and Disclosure
Act challenging the validity of union elections

“when election procedures violated federal laws,

In the most hotly contested suit in this area
the Office won a significant vietory in Usery
V.. International Orgenization of Masters,
Mates and Pilots, an action to declare void the
1971 election of the union's officers, The Dis-
trict Court decision overturning the election
was rendered in Mareh, 1976, following four

- motions by the United States to compel essen-

While, by its very nature, much civil litiga- .

tion involving the government casts the Civil
Divisicn in the role of defendant’s counsel,
this Office has prided itself on the large num-

ber of suits, many developed here, which it -
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tial discovery. The Second Circuit affirmed
the order declaring the election void {538 F.2d
946}, and a second appeal by the union con-
cerning the District Court’s order scheduling
a new election is presently sud judice. Den-
nison Young, Jr,, the Assistant in charge of
this -case, 'received a Special Achievement
Award from the Attorney General for his un-
tiring efforts. in the successful prosecution of
this matter and others. .
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The False Claims Act, 81 U.S,C, § 231, pro-
vides for the recovery of double damages and
a $2,000 penalty for each false or fraudulent
claim made or presented to the United States.
In the past year this Office has developed the
Act into an extraordinarily effective weapon
assuring repayment to the government of sums
paid out as & result of fraudulent schemes and
deterring such activities,

On March 4, 1976 this office filed eighteen
actions against physicians, chivopractors and
2 elinic administrator, alleging the submission
for payment of numerous fraudulent Medi-
caid invoices. Each of the defendants had
pleaded guilty to related criminal charges.
Shortly thereafter two more civil suits were
brought against 'similar defendants. Seven-
teen of these twenty-one. civil actions have
been disposed of by means of consent judg-
ments assuring payment to the federal gov-
evnment of approximately $700,000. All'such
judgments resulted in defendants paying
double the Federal damages from the fraudu-
lent invoices and include a pro rafe share of
the Government’s investigative costs. Recog-
nizing that in a typical Medicaid case there
are also valid civil claims on behalf of New
York State and the City of New York, we have
implemented a procedure to expedite and as-
sure the recovery by the State and City of
their parallel claims to the funds of the de-
fendants in these types of cases. (AUSA
Gerber).

The office has sought to impose a construe-
tive trust upon sumws received by a Congress-
man’s law firm in payment for his interven-
tion with the Federal Aviation Agency and
Civil Aeronautics Board on behalf of a client
seeking route certification between -Florida
and the Bahamas, in violation of the Federal
conflict of interest statute, 18 U.S.C. § 203,
United States v, Podell. The Congressman
had pleaded guilty to criminal - charges in-
volving the same conduct. (U.S. Attorney
Fiske and AUSA MeCarthy).

The Podell case and these involving recoup-
ment of Medicaid fraud losses discussed above
represent the initial results of increased atten-
tion being given to the coordinated use of
civil and criminal proceedings where appro-

priate, Such an approach imposes an effec-
tive deterrent through penal sanctions and
full recovery for the public treasury.

The United States Attorney’s Office during
1976 commenced several injunctive. actions
under 89 U.S.C. § 8007 prohibiting the use of
the mails by persons or businesses seeking to
obtain money under false pretenses. In one
such case the District Court enjpined a pyra-
miding scheme based on newspaper advertise-
ments appearing in May by an. organization
called the Lloyd Foundation which offered
New York City Transit tokens to the publie
at the price of 30 cents as compared fo their
actual value of 50 centg, Since Lloyd Founda-
tion had no source of funds to absorb the
difference between ity price and the token’s
actual value many cash mail orders went un-
filled. United States Postal Service v. Lioyd
Foundation. (AUSA McCarthy).

Using statutory provisions in the Controlled
Substances Act, (21 U.8.C. §882) the United
States sought to enjoin the operation of a
methadone maintenance clinic which was
alleged fo have violated government regula-
tiong’ controlling the distribution of that drug.
In January, 1976 the defendants agreed to a
Consent Order barring acceptance of further
patients until the program was brought into

- compliance with federal rules as verified by
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the Food and Drug Administration inspections.
United States V. Sacolick. (AUSA Samuel
Wilson).

In United States v. R.J. Reynolds Tobrcco
Co., and five related cases, the United States
is seeking sizable penalties for violations of a
Federal Trade Commission consent order re-
quiring the American cigarette industry to
make clear and conspicuous disclosure of the
Surgeon General’s warning concerning the
hazards of cigarette smoking, (AUSAs Weis-
berg and Dolinger).

Most recently in the Office’s first case
brought on behalf of the Consumer Product
Safety Commission, we obtdined a favorable
settlement of a penalty suit ‘against Christian
Dior of New York, Inc., for violations of a
prior consent order forbidding the sale of
dresses in violation of the Flammable Fabrics

;
i
;

Act, United States v, Christian Dior. The
settlement involved the highest dollar penalty
per violation ever obtained by the Commis-
sion, (AUSA Barth).

nited. States v. Emons Industries, involved
thd-sare of dftigs to Vietnamese importers dur-
ing the Vietnam war. The United States sued
to recover the money it had expended to
finance these sales through the AID Program
when it legrned that the drugs in question
fell below FDA standards, Distinguishing a
prior adverse decision on the jssue in another
district, the District Court for the Southern
District of New York ruled that the United
States had a valid cause of action to recover
its financial aid. 406 F. Supp. 355. The deci-
sion is viewed by AID as a major victory in
efforts to prevent fraud in the foreign assis-
tance program. (AUSA Barth).

DEFENDING THE GOVERNMENT

In 1976 the Civil Division was faced with a
vastly increased number of civil suits seeking
injunctions and monetary damages based on
broad and often’ extremely serious allegations
of misdeeds by various law enforcement, in-
telligence and military agencies and officials
of the federal government. These cases were
generally founded on claims under the Federal
Tort Claims Act or alleged causes of action
for violations of constitutional rights under
the rationale of Bivens v, Siz Unknown Named
Agents, 408 U.S, 888 (1971).

In Socialist Workers Party V. Atlorney
General, plaintiffs are suing for damages and
injunctive relief arising out of the govern-
ment’s 35 year investigation of the party.
Plaintiffs allege. that -various investigative
techniques such us the use of - informants,
electronic surveillance, interviews and the
FBI's Counter Intelligence Program have
“chilled” their exercise of First Amendment
rights. The case, which is now in the in~
tensive pre-trial: discovery and preparation
stage, raises extraordinarily important issues
regarding the legitimate scope of investigative
activities and procedures employed by the' law
enforcement and intelligence gathering arms
of the federal government.. During 1976 the
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Attorney General, acting under recently pro-
mulgated guidelines, halted the on-going FBI
investigation of the Socialist Workers Party.
However, trial on the issues of damages and
the scope and propricyg-of future injunctive
relief is expected to begin in 1977. (AUSAs
Brandt, Moseley, Parker and Murdock).

In a similar case filed in December, 1875
the United States Labor Party sought to en-
join the IBUs investigation of that party on
grounds that it impinged on First Amend-
ment rights and obstructed its political cam-
paigns, In September, 1976 the District
Court refused to grant a preliminary injunc-
tion, finding that the FBI's investigative acti-
vities were adhering to federai guidelines on
domestic security investigations.,  (AUSA
Gerber}.

Coupled with these on-going suits seversl
new cases alleging serious legal or constitu-
tional 'violations by the government were
filed. In Spock V. National Securily Agency,
the well-known pediatrician - is seeking
$200,000 in damages for-alleged illegal inter-
ception of wire communications by NSA,
{AUSA Cooper). In Clavir, Kunstler et al
V. Levi, the plaintiffs have alleged that the
FBI, as part of a long campaign of harass-
ment and surveillance, placed an illegal track-
ing device on their automobile, (AUSA Dolin-
ger). The recent reports of the Rockefeller
Commission and Church Committee on the
CIA has given rise to a case, Victoria Wilson
v. United States, seeking damages for the
interception of mail to and from Russia in
the 1950°s and 1960's by the CIA. (AUSA
Cooper). R

In Bajrett v. Hoffmam, and Barjétt v.
United Stafes, plaintiff, the .administratrix
of the estate of Harold Blauer, alleges that
Blauer died in 1958 in a New.York State
hospital as a result of the injection of an
experimental drug supplied by the United
States Army to New York State, Plaintiff
further alleges that the' settlement of an
eariier medical malpractice case arising out
of Blauer's death is invalid since the United
States failed to disclose its involvement in
either the experimental program or the settle-
ment,  (AUSA John O'Conror).



A major area of the Civil Division’s re-
sponsibility is the defense of cases alleging
negligence and medical malpractice against
government agencies and personnel. In 1976
the Office opened files in 114 suits against the
Government under the Federal Tort Claims
Act. ‘This number represents about 6% of all
the tort cases filed against the United States
annually.

The subject matter of tort suits against the
government ranges from complex issues of air
traffjc control and innovative medical proce-
dures to slip and fall cases on government
property. Bach case must be analyzed carefully
from the perspective of potential liability and
damages with a view to minimizing the gov-
ernment’s monetary Habilify, We have main-
tained a firm policy of settling as quickly as
possible those cases where the government’s
liability is clear and-a reasonable assessment
of damages is available. On the other hand,
we have developed the concommitant policy of
refusing to settle for “nuisance value” those
cases where allegations of liability are pa-
tently frivolous or claims of damages are
grossly inflated,: Because of the variely of
factors to be considered and the intangibility
of many of those factors, the judgments called
for are often difficult, The record of the Civil
Division in making  those judgments is an
excellent one, as witnessed by the fact that in
1976 all cases which the Division determined
should be tried were won. ‘

Another signifieant aspect of the Civil
Division’s responsibility includes the legal
defense ‘of various challenges to the broad
social programs undertaken by the govern-
ment and the wide range of other govern-
mental activities affecting the public,

During the past year several major chal-
lenges to social programs under the jurisdic-
tion of the Department of Health, Education
and Welfare were mounted in this District.
Professional Factoring Service Association V.
BMathews, involved a challenpe o 2 recenwy
promulgated HEW regulation explicitly prohib-

iting payment of Medicaid benefits to anyone .
other than a patient or a provider of ser~

vices.  Concern over fraudulent and inflated
claims in the Medicaid Prograz had led
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Congress to enact a statute in. 1972 pro-
hibiting the veassignment of claims for Medi-
caid “benefits. However, factoring services
such as the plaintiff in this case continued
to submit Medicaid claims for payment by
evolving & practice whereby the checks, al-
though in the provider’s mame, would be
mailed directly to the factor and cashed by
means of a power of atiorney. - Plaintiffs
challenged the 1976 regulation, claiming that
it exceeded HEW’s statutory authority, was
arbitrary and capricous, and in violation of
due process. The District -Court denied a
request for a preliminary injunction, finding
that the evidence of practices designed to
undercut the Congressional purpose was ample
support for the stronger regulation and that
the plaiittiffs’ constitutional arguments lacked
merit. (AUSA McCarthy).

In Greater New York Hospital Association
v. Mathews, 536 F.2d 494 (2d Cir. 1976),
the Second Cireuit affirmed the District Court’s
opinion, holding that the decision by HEW
to make interim Medicare reimbursement
payments fo hospitals three weeks after costs
were Incurred was a decision committed to
agency diseretion and not subject to judicial
review, so long as it did not conflict with the
express provisions of the statute and so long
ag the applicable regulations were consistent
with the reimbursement requirements under
the Medicare Act, The District Court’s de-
cision followed a hearing on a motion for a
preliminary injunction consolidated with 2
trial on the merits. (AUSA Schaffer).

Another case which should be tried in early
1977 is a suit brought by the Hospital Asso-
ciation of New York State, Inc., challenging
the amount of money paid by the state and
federal governments '8s reimbursement to
hospitals for services rendered by theém to
Medicaid patients. Hospital Association V.
Toia. The challenges are directed to the
“New York State Plan,” attacking it as no
longer providing fur reimbursement of rea-
sonable cosfs as -provided by the Medicaid
Act.” HEW is joined as defendant  because
of ‘its statutory responsibilify to approve the
State plan. On behalf of HEW we will con-
tend that its approval is non-reviewable and

that, in any event, the approved formula does
reimburse the hospital for the reasonable
costs, Specifically, the ceilings included in
the reimbursement formula are necessary and
appropriate to resirict unnecessary increases
in hospital costs and the passing along of
those unnecessary increases to the taxpayer.
(AUSA John 0’Connor).

A fourth case seeking fo enjoin the appli-
cation of regulations promulgated by HEW
relates to the implementation of the Work
Incentive Program (“WIN") of the Social Se-
curity . Act. The plaintiffs in McLean V.
Mathews, challenged the regulations as being
in conflict with the express provisions of the
Social Security Act, 42 U.8.C. §602(19) (F).
These regulations deregister, for fixed periods,
individuals who without good cause fail to
participate in the WIN program. Plaintiffs
claim that the “if and for so long as” lan-
guage of the statute requires sanctions tail-
ored to a period of non-cooperation and not
fixed as HEW regulations provide. A pre-
liminary injunction was issued against the
enforcement of the regulations and our mo-
tion for summary judgment is now under
consideration. (AUSA Mack).

The recent and much publicized cheating
scandal at West Point has resulted in two
cases concerning the Academy’s Honor Code.
The first of them sas Ringgold V. Berry, a
constitutional challenge to enforcement of the
Honor Code, The plaintiff cadet claimed that
the Secretary of the Army did not have the
authority to promulgate the Honor' Code and
that, as enforced, it violated due process.
The District Court in June denied the motion
for 1 preliminary injunction and later in
Sepbember dismissed the complaint for failure
to state a cluim. An appeal to the Second
Cirtuit is currently pending. The second
cafe arising out of the cheating seandal is
D' Arcangelo V. Berry, a case challenging the
yecent regulation of the Seeretary of the
Army, permitting cadets charged with honor
code violations to resign and reapply to .the
Academy one year later, Plaintiffs claimed
that the Seeretary did not have authority to
promulgate the regulation and alse challenged
the enforcement of the Honor Code at West
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Point. The court has informed the parties
by letter that the complaint will be dismissed
and that an opinion would be filed at a later
date. . (AUSA Gerber).

Several cases have been brought by res
servists to enjoin their induction into the
armed forees, Ornato v. Hoffman was a suit
by a reserve medical officer whom the Army
sought to call-up for two year's service,
Plaintiff doctor is the director of the para-
medie program of New York Hospital and
claimed” that his call-up would constifute a
community hardship within the meaning of
Army regulations. The Second Circuit has
recently affirmed the District Court’s denial
of a preliminary injunction on. 'the ground
that the Army's decision was not reviewable
and further .on the ground that plaintiff did
not meet the regulatory criteria for a com-
munity hardship delay.  (AUSA Dolinger).
A second case is Silvermaen v. Middendorf,
involving a program called the “Berry Plan”
in ‘which & dcetor agrees to serve on ‘active
military duty for a pericd of two years and
the militaty agrees to féfer the service until
after the doctor compl/fes his medical train-
ing. Dr. Silverman, ¢ ho had requested and
received six years of Jéferrals, sought to pro-
hibit the Navy from ordering him to serve
hig two-year commitment on the grounds. that
he ‘was now over 35 years old and hence foo
old for military duty. The District Court
disagreed, and dismissed. the - doctor's com-
plaint, An appeal has been taken from that
deeision. (AUSAs Cooper and Corsi). Lastly,
Tarossi v. Hoffman, involved a challenge to
the Army’s regulations which call to active
duty a member of the National Guard who
has not performed satisfactorily, (e.g., has
missed an excessive number of Guard meet-
ings). The District Court upheld the Army's. ..
regulation and an appeal is sub judice. -
(AUSA Zupa). . :

During the past year, we have continued our
suecessful defense of the Food and Drug Ad-
ministration’s regulation making vitaming A
and D prescription drugs. Earlier this year
the Second: Cireuit had remanded the case for
further examination of the issue of whether
‘these vitamins weve drugs. On remand the




Distriet Court adhered to its earlier decision
that at the regulated levels these vitamins
were properly classified by the FDA as drugs.
Other issues raised in the course of the remand
proceeding involved the scope of the agency
record in informal rule-making and the pro-
priety (the court holding it improper). of
cross-examination of the defendant agency
head in such a remand proceeding. This cage
will hopefully provide useful authority in the
defense of other agency actions. In addition,
the Office defended the FDA’s refusal to jssue
a regulation requiring birth. centrol pills to
bear 2 warning that' thefr use increases the
risk of hreast cancer, Qur motion to dismiss
was granted, (AUSA Naomi Buchwald).

Indieating the wWide-ranging subject matter
of the defensive litigation for which this office
is responsible is New England Petrolewm Cor-
poration V. FEA and Zarb, This case raises a
challenge to an administrative determination
regarding. exceptions relief from regulations
which permit only domestie refiners of residual
fuel oil to participate in the Entitlements
Program.- Plaintiff, a non-domestic refiner,
claims that because of serious hardship or
gross inequity, it should fully participate in
the program and be issuet ‘more entitlements
benefits than the FEA had decided npon as
adequate. Summary judgment motions have
been submitted. (AUSA Mack).

Two cases. are iflustrative of the nature of
constitutional issues which frequently face this
office. In United States ex vel, Wolfish v. Levi,
the Office is-defending a broad coxstitutional
attack on conditions at the newly constructed
Metropolitan Correctional Center adjacent to
the United States Attorney’s ‘Office building.
This clags action challenges the constitutional-
ity and propriety of a number of practices and
standards of the Federal Bureau of Prisons
in effect at this institution. = The District
Court recently ruled that the practice of
putting two inmates in the cell violated con-
stitutional standards. A number of other con-
tested issues will be tried in the Spring.
[ AUSAs Corsi, Schaffer, and Zupa),

sn- July 2, the New York Civil Liberties
Union filed suit to enjoin the United States
Postal Service from banning demonstrators at
the Democratic National Convention, scheduled
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to convene the next week, from congregating on
the steps. of the large GPO building across
Eighth Avenue from Madison Square Garden.
After a two day hearing the Distriet Conrt
yuled in Busgek v. Strachan that the Postal
Service action did not violate the First Amend-
ment since it was in the interest of public
safety and part of an overall scheme of crowd
contral developed by the New York Police De-
partment, which would provide the putative
demonstrators with ample access to the Con-
vention delegates and media, (AUSAs Adams,
Mack, and Schaffer).

Suits brought under the Freedom of In-
formation Act continue to reguire increased
effort by this Office as their numbers grow and
as the courts work to strike the balance the
Act contemplates between public disclosure and
governmental interests in confidentiality. Fur-
thermore, 1976 saw the advent of the so-called
“raverse Freedom of Information Act” suit in
this District. In such actions one whe has
provided material to an agency seeks to pre-
vent that agency from disclosing the material
to ‘others who have requested its disclosure
pursuant o the Act. Another impact upon
this Office has been the number of requests
made under.the Act for documents from our
files in both pending and closed cases. Massive
amounts of 'attorneys’ time has had to be
diverted from active cases to index and analyze
closed files in response to requests for docu-
ments in -cur files, Thousands of hours had
to be devoted just to responding to requests
concerning the prosecutions in the 19503 of
Julius and Ethel Rosenberg and Alger Higs,

Classified documents are frequently the
target of cases under the Act and these cases
raise problems concerning the proper methods
of obtaining adjudication. In Beunett v. De-
partment of -Defense, 419 F. Supp. 663, the
plaintiff sought classified documents of the
Department of Defense, Ceniral Inteiligence
Agency and National Security Council relating
to post-1958 United States-Cuban relations.
We were successful on summary judgment in
persuading the Court that in camera examina-
tion and detailed itemization and indexing
of the withheld documents was inappropriate.
Disclosure of the documents was denied: based
upon the agency affidavits submitted. (AUSA
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Naomi Buchwald). = The opposite result was
reached in a case with similar issues, Wilber
Ferry v. C.1LA,, but reargoment of that deci-
sion is now pending. {AUSA Daly).

. Corporate plaintiffs continue to use the Act
as a means of discovery in preparation for
challenges to agency action, Ciba-Gelgy Corp.
v. Mathews, involves a drug company's effort
to obtain data to support a challenge to a
praposed labeling regulation for drugs used in
the treatment of diabetes. A major issue in
this case, now sub judice, is whether all re-
search done under public grants becomes
Yagency records” available under the Act to
any person vequesting it. (AUSA Naomi Buch-
wald).” In Lord & Taglor v. Department of
Labor, the plaintiif sought undisclosed portions
of the agency's procedural and investigative
manual in connection with enforcement action
taken against it by the Labor Department. We
were suceessful in uphelding the agency’s re-
fusal to disclose most of these Jaw enforce-
ment and purely internal materials. (AUSA
Salerno}.

It is worthwhile to note that our function in
some Freedom of Information Act cases hag
been to counsel agencies to disclose documents
which ave properly requested under the Act.
Such advice was aceepted in American Cyana-
wmid v. Roudebush, disposing of the case, and
eliminating the possibility of an award of at-
torneys' fees to the plaintiff as provided for in
the Act. {(AUSA Moseley).  In Kaye V.
Burns, 411 F, Supp. 897, a case of first im-
pression under the Act, the District Court
denied attorney’s fees to the plaintiff where the
requested document had already been turned
over o the plaintiff and the initial denial of
the FOIA request had had a reasonable basis
in law. (AUSA Parker).

The variety of federal civil litigation is illus-
trafed in the case of Estate of James Bertram,
The decedent was a native of Scotland and a
resident alien in the United States from 1913
until his death in 1934. His will provided a
life interest in the estate to his wife and then
to his daughter. In the event his daunghter
died without issue the estate was devised to
Great Britain for the purpose of making pay-

ment on that country’s World War I debts to.
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the United States.” Th. daughter, now in ad-
vanced years, has no issue and petjtioned the
Westchester  Connty Surrogate’s Court to de-
clare the corpus of the $800,000 estate her
property since she argued the World War I
debts weve now null and void, After trial the
Surrogate’s Court found that the debt fo the
United States did exist despite the failure of
Great Britain to make payments for many
vears and ruled that the provisions of Ber-

. tram’s will ‘were valid and in effect.  (AUSAs

Pamela Davis and Daly), :

IMMIGBATION CASES

The United States Attormey's Office is re-
spongible for litigating the large number of
immigration and naturalization cases which
arise in this District.  All petitions to review
final orders of deportation in the Southern
District are under the original jurisdiction of
the Court of Appeals for the Second Cireuit
and are defended by this Office, Tn the Dig~
triet - Court we litigate habeas corpus and
mandamus petitions and declaratory sulis to
review actions of the Immigration and Nat.
uralization Service. ~Cases seeking review of
labor certifications, decisions of the Depart-
ment of Labor and visa actions by the State
Department are also. regularly defended by
the United States Attorney. 'The Office has
been well represented in these efforts by Spe-
cial Assistant United States Atforneys Mary
Maguire, who resigned from the Office in De-
cembey, 1976, Thomas Belote and Robert Gro-
ban, :

As noted in our yeport dated Octobey, 1975
the number of immigration suits has sharpiy
jncreased over the past two years. The Office
has been -seriously concerned with the grow-
ing number of patently frivolous petitions for
review filed in the Circuit Court of Appeals
which allow the alien an automatic statutory
stay of deportation provided by Federal sta-
tute,  In Acevedo v. INS, 638 T.2d 918, the
Second Circuit, at the instance of this Office,
denied the petition and assessed donble the costs
of the appeal againgt the petitioner’s attorney
personally on the basis that the petition was
totally without merit and frivolous. It is
hoped that this precedent will reduce the num-

.
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berr of petitions filed solely for the purpose of
delaying deportation, (AUSA Young and
Special AUSA Belote).

In Marcelina Diaz Rivera de Gomez v. Kis-
singer, 534 F.2d 518, the Second Cireuit,
in face of an increasing judicial fendency
to reject a defense that offiefal action is
non-reviewable, upheld the government's claim
that a federa] court lacks jurisdiction to
review the acts of an  American Consular
official in determining whether or not fo
issue a visa, (Special AUSA Maguire). - In
Zamore V. INS, 534 F.2d 1055, petitioners
claimed that the admission of Department of
State recommendatjons pertaining to politieal
asylum deprived them of the opportunity to
confront and cross-examine adverse witnesses.
Noting the differences between the adjudica-
of an asylum application under 8 C.F.R. § 108
and withholding of deportation under 8 U.8.C,
§ 12563 (h) the Court reasoned that the De-
partment of State recommendations were ad-

missible in a proceeding under 8 US.C. §.

1253(4) where the State Department con-
clusions informed the Immigration Judge of
legislative rather than adjudicative factors,
(Special AUSA Belote). ln DeLeon V. INS
the Second Circuit rejected a contention that
the statutory waiver of deportation of persons
with citizen spouses could operate to protect
an illegal alien who had. been convieted of
using a false identity card upon enfering the
country. (AUSA Adams).

The majority of cases handled by this Of-
fice invelve judicial review of discretionary
decisions by .the Board of Immigeation Ap-
peals or by the INS District Director.  In this
respect it should ke noted that we have suc-
cessfully defended - every challenge to these
discretionary actions in both - the District
Court and the Court of Appeals,

BANKRUPTCY
The United States Attorney’s Office. also
represents the United States in numerous
bankruptey and insolvency proceedings filed
within the Southern District of New York.

The specific types of proceedings may include
liquidating bankrupteies, Chapter XI arrange-
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ments, corporate reorganizations, railroad re-
organizations, state assignments for the bene-
fit of creditors and insolvent decedents’ es-
tates,

The major responsibility of the Office’s
bankruptey work is to ensure that the claim
of the particular federal agency is properly
filed and that it receives a priority upon dis-
tribution of the debtor assets, ‘A great part
of the daily activity concerns litigation over
outstanding federal tgx liabilities, but we also
represent all other Federal agencies which
seek to enforce thex’.‘! claims as creditors of
the insolvent debtor. At the present time the
office is in charge of prosecuting in bank-
ruptey cowrt six separate priority claims of
more than $1 million, The largest of these
claims is for $74 million in taxes in the W.T.
Grant; bankruptey.

Assistant. United States Attorneys Paul
Silverman, Daniel Pykett (until his recent
departure from the Office) and Eileen Fitz-
Gerald have been handling the bulk of the Di-
vision’s bankruptey work. Their tasks have
been steadily increasing and becoming more
demanding in view of the declining economic
climate and because the Southern District of
New York is one of the busiest commercial
districts in the country. Additionally, the
work is further complicated by the fact that
in many cases, in order to preserve the debt-
or's assets or for other' reasons, emergency
applieations affecting the liens or claims of
the United States are brought on by Order to
Show Cause or other expedited means, In
gpite of these difficulties the Office enjoys a
siecessful record and an outstanding reputa-
tion among the bankruptey judges and th
bankruptey bar. i

TAX LITIGATION

Our Office is one of three such offices in
the conntry maintaining a separately consti-
tuted Tax Unit with primary responsibility
for representing the interests of the United
States in civil tax matters, *Our responsi-
bility extends to the preparation and pre-

_sentation of cages in the District Court and

the briefing and arguing of appeals to the
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Second Circuit. The Tax Unit consists of
a Chief and four other Assistants, ¥or his
work as Chief of the Tax Unit, as well as
his efforts in several important non-tax cases,
William G. Ballaine received in December,
1976 a Special Achievement Award from the
Attorney General.,

The Tax Unit’s responsibilities encompass
all Federal civil tax matters arising in any
court within the geographical boundary of
the Southern District of New Yerk. In liti-
gating - these cases, this Office cooperates
closely with the Tax Division of the Depart~
ment of Justice and with the Internal Reve-
nue Service, In the District Court, we are
responsible for representing the United States
in all tax refund suits commenced within the
District. These suits frequently involve sig-
nificant tax revenues and complicated sub-
stantive issues arising’ under the Internal
Revenue Code. Our District Court responsi-
bilities also extend to the enforcement of
Internal Revenue Service administrative sum-
monses and levies, proceedings which may
involve issues of constitutional dimensions,
and to actions by taxpayers to enjoin tax
collection suits which may bring into play
the delicate balancing of private interests and
the Government’s revenue needs. This Office
also handles all Federal Court litigation of
tax collection cases and tax interpleader cases,
matters which necessitate litigation in both
District Court and the Bankruptey Court.
In addition, our responsibilities require wus
to appear in the various state courts of gen-
eral jurisdiction to assert Federal ax claims
in suits such as interpleader and property
foreclosure actions where the United States
maintains a tax lien priority. We also liti-
gate in the state surrogdtes’ courts where we
represent the interests of the United States
in tax collection matters and in the enforce-
ment of a fidiciary's obligation to file Fedeora
tax returns. .

Presently, this Office is actively involved
in six separate tax refund suits in the Dis-
triet Court in which the potential tax revenue
jmpact is well in excess of one million dol-
lars, In one of these refund suits, the poten-
tial revenue loss has been determined to- be
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more than sixteen million dollars and in a
second the Federal taxes in issue, roughly
estimated, may exceed fifty million dollars,
In addition, we are presently handling or
have just completed our work on a number
of tax cases resulting in substantial recoveries
of outstanding taxes and interest. In one
bankruptey matter, for example, this Office
has just recently succeeded in collecting over
nine hundred thousand dollars., In a second,
we have completed efforts resulting in the
Government’s collection of some two million
dollars covering income tax liabilities owed
by the late Jaelk Dick. In a third case, not
in bankruptey, we successfully recovered al-
most six hundred thousand dollars in out-
standing liabilities, a collection which we
effected out of proceeds from the sale of
the taxpayer's substantial property holdings
to the Reverend Moon’s organization, the
Holy Spivit Association for the Unification
of World Christianity.

Over the past year this Office has achieved
several noteworthy legal decisions in' the tax
field. In United Siates v. Davey, 404 F.-Supp.
1283 (S.DNY. 19953, modified in part, CA
No. 76-6040 (24 Cir. Sept. 27, 1976), we
succeeded in obtaining judicial enforcement
of an Internal Revenue Service administra-
tive summons directing the production of
computer tapes used by the taxpayer, a bil-
lion dollar insurance company, for financial
record-keeping purposes. This appears to be
the first reported case in which the Govern-
ment's authority under the Internal Revenue
Code to direct the production of books and
records was specifically extended to computer
tapes, In upholding the Government's au-
thority, the Second Circuit rejected the tax-
payer’s argument that the Internal Revenue
Service was limited by statute to requiring
production of computer print-outs rather than
the underlying tapes, {(AUSAs Silverman and
Ballaine).

Another successful result was obtained by
this Office in Stone v, United States, 405 F,
Supp. 642 (S.D.N.Y, 1975), affirmed, T76-1
USTOC 119471 (2d Cir. May 19, 1976), ¢ert.
denied, 45 - U.S.L.W, 3330 (U.S. Nov, 2,
1976). In this cage, plaintiff Andrew L.
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Stone sought to enjoin.a jeopardy assessment
made against. him and his wife for taxes,
interest and penalties exceeding seven million
dollars. At the time he commenced his in-
junetive action, the taxpayer, who had pre-
virusly been convicted of criminal fraud,
was defending against a geparafe twelve
million dollar non-tax eivil fraud claim as-
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serted by the United States in another Dis- -

trict. Stone's elaim for injunctive relief was
based primarily upon his assertion that the
Government’s tax claim was arbitrary and
that the assessment was being used for non-
tax purposes to render Stone financially un-
able to defend himself in the Government's
civil frand action. The District Cowrt dis-
missed Stone's injunctive action after finding
that the Government’s tax claim had a sub-
stantial foundation and rejecting Mr. Stone's
argument of bad faith, The Court’s dismissal
of Stone's injunctive action was affivmed hy
the Second Cireuit. (AUSA Ballaine).

In Cily of New York v. United States,
75-1 USTC §16,188 (SD.N.Y., May 14,
1975), afirmed, 76-1 USTC 116,225 (2d
Cir, Feb. 11, 1976), cert, denied, 45 U.S.L.W.
(US. Oct. 5, 1976), this Office succeeded in
defending the Federal airfare excise tax
against a constitntional challenge asserted by
the Qity of New York. The Distriet Court
upheld the imposition of the tax, rejecting
the claim that such a tax imposed an un-
“epnstitutional burden upon the Gity when its
“employees traveled by air on official business.
The Second Circuit affirmed on the opinion

below. Subsequently, the City brought ant

other suit asserting the same claim, but for
a4 later tax period. This sujt was dismissed
by the District Court and the City's appeal
was dismissed by agreement of the parties.
{AUSAs Biffert and Silverman).

A significant success was achieved this past
year by the Office in United States v. Mathe-
son, Executor of the Will of Dorothy Gould
Burns, Dencased, 75-1 USTC 79474 (S.D.
N.Y. May 9, 1975), affirmed, 532 F.2d 809
{2d Civ. 176), cert. danied, 45 USLW.
3250 . {U.8. Qct, 5, 1976). While this case
involved fax refunds of only approximately
$25,000, its resolution controlled the -outcome

of a $3,500,000 estate tax action pending in
the T.S. Tax Court. The sole issue was
whether Mrs, Burns, a granddaughter of Jay
Gould, was expatriated from  the -United
States by virtue. of signing an application
for o certificate of Mexican Nationality in
1944, After extensive discovery proceedings,
the District Court in a lengthy opinion
granted summary. judgment’ for the United

" States, - The Second Circuit affirmed, con-
- chuding that on the undisputed evidence, Mrs.

Burns did not intend to relinguish her Ameri-
can citizenship, but rathey viewed herself as
a dual. national. (AU ¢ Barkan and
Brandt), A

Finally, the Office succ\éeded in obtaining
a noteworthy legal decision in LeBeau Inter-
America Tours V. United States, 415 F. Supp.
48 (S.D.NY.), affirmed per euriam, CA No.
76-6018, (2d Cir. Nov. 28, 1978). The tax-
payer in this refund action asserted the right
to recover sonte one hundred thousand dollars
in taxes, claiming a special tax deduction as
a Western Hemusphere trade corporation. A
New York based corporation, taxpayer pack-
aged travel arrangements in Latin America
and the West Indies and then promoted and
sold these packages to American tourists
through vetail travel agents, LeBeau argued
that more than 95 percent of its income from
these services was derived from sources out-
side the United States, The District Courf,
irr what it termed a2 case of firet impression,
rejected the taxpayer’s centention, and the
Second Circuit affirmed. (AUSAs Bronner
and Bailaine). o

CIVIL RIGHTS ENFORCEMENT

The civil sights efforts of this office have
continued unabaved during the past year. Un-
der the strong leatlership of Dennison Young,
Jr., the Civil Rights Unit has been realigned
to make additional resources and time avail-

- able for the development of new investigative

efforts. With the help of our very able legal
agsistants,” Anita Kramer and Astrid Gareia,
it is anticipated that we will be able to develop
significant cases in the housing, public employ-

ment and revenue gharing fields.
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In addition, criminal matters involving civil
rights are now being coordinated through one
of the three Deputy Chiefs of ‘the Criminal
Division in cooperation with the Chiefs of the
Civil Rights Unit and .other related units of
our Office; This now allows for a more in-
tensive effort in investigating and prosecuting
criminal violations in- such fiel":: as voting
rights, housing diserimination —and police
brutality.

During 1976 this Office, in conjuncton with
the Voting Rights Section of the Department
of Justice, undertock a strong effort to in-
vestigative and prevent violations of federal
voting laws during the primary and national
elections, As part of that effort the Office main-
tained several public telephone lines open
during election days and monitored by As-
sistant United States Attorneys to. receive
complaints and reports of possible irregu-
larities at the polling booths,

The Office has heretofore focused much of
its efforts in combating employment diserimi-
nation in the building trades in New York.
The trials of a number of these cases have
been mentioned in previous' reports by this
Office. In 1976, for the most part, our efforts
in these Title VII actions have been directed
at the less spectacular buj nevertheless cru-
cially important aspect of insuring full com-
pliance and implementation of court decrees
ardering affirmative and remedial action. to
redress the efforts of past diserimination,

EEOC V. Locals 14 and 15, International
Union of Opevating Engineers, (AUSAs Glass-
man and Devorkiu) involved a range of em-
ployment and union membership problems, as
weli as conflicts between lucal licensing re-
quirements and union membership, After a
merth long trial the Court, in an exhaustive
opinion filed- in May, 1976, found that these
defendants, engaged principally in the opera-
tion and mainterance of construction equip-
ment, practiced various forms of diserimina-
tion, The broad order entered by the Court
not only enjoins further diseriminatory prac-
tices but also requires that the defendant
unions and. employers initiate an effirmative
action program over the next five years to

end diserimination and achieve a 36% Black -
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and Hispanic union membership by Septem-
ber 1, 1981, and awards back pay to all
Blacks and Hispanics who can establish that
they were. discriminated sagainst by the
unions, An appeal from this order has been
arpued and is awaiting decision,

In Rios v. Enterprise Association, Steam-
fitters, Local 638, the Equal Employment Op-
portunity Commission, represented by this Of«
fice, suecessfully appealed a District Court de-
cision restrieting back pay eligibility to only
certain union members who had actually ap-
plied in writing for union membership be-
tween specific dates and who met other rigid
criteria. As a result of the Second Circunit's
holding, the class of non-whites eligible for
back pay in a Title VII case was substantially
broadened. The appellate court ruled that
back pay claims may be awarded to any
non-white steamfitter, whether a union mem-
ber or not, who can prove damages resuit~
ing from discrimination, and that back pay
awards may be¢ made to individuals until
the diserimination actually ceases rather than
up to some arbitrary cut-off date (in this
case the date of the District Court's final
order). 542 F.2d 579 (2d Cir. 1976). Back
pay hearings are scheduled in the near future,
(AUSAs Corsi, Glassman and McCarthy).

In Equal Employment Opportunity Commis-
sion. V. Local 28, Sheet Metal Workers Union,
the District Court ordered extensive remedial
relief including a requirement that the union,
then with a non-white membership of less than
4%, and its apprentice program reach a level
of 29%- non-white membership by July 1981.
401 F, Supp. 467; 421 F. Supp. 603. The
broad findings of diserimination and a compre-
‘hensive program of affirmative remedial action
ordered by the District Court were affirmed
on appeal. 532 F.2d 821 (2d Cir. 1976).
While certain recruitment ratios based on race .
were eliminated, the Second Cireuit also X~
panded the eligibility for back pay for non-
whites on the EEO('s eross-appeal. It was
this case which firsy established that indivi-
duals diseriminated against may be awarded
back pay upen the presentation of either
written or - testimonial evidence, (AUSAs
Adams and Corsi).
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In addition to working to assure full com-
nliance with the affirmative action - decrees
in \he Local 638 and Local 28 cases, in Pat-
terstm V. Newspaper ond Mail Deliverers’
Uniim, the Office has spent many wecks seek-
ing specific compliance on matters involving
back pay, entry level application procedures
and promotion procedures. (AUSA Mack),
Similarly, the Office has presented numerous
claims of workers invelving back pay, job
yeferrals and work rule changes to the Ad-
ministrator appointed in Unifed States v.
Wood, Wire & Metal Lathers Int'l Union,
Laeal Union No. 46, a Title VII action initial-
ly. brought several years .ago. (AUSAs Do-
linger and Siegel),

After a number of years of investigation by
our Office and upon our request, the EEQOC
issued charges of employment discrimination
against Local 1 oy the International Union of
Elevator Constructors and twenty-sight com-
panies. engaged in elevator construction and
repair., (AUSA Schaffer). In July, 1976,
after further investigation and recommenda-
tion by our Office, the EEOC issued a decision
in which it found that Local 1 and twenty-
two of the companies had engaged in a pattern
and practice of racial diserimination in the
areas of recruitment, hiring, referral, training,
promotion and union membership.

With respect to housing diserimination, since
the filing of the complaint in United States V.
J. 1. Sopher & Co., Inc.; massive discovery has
been undertaken by the United States. (AU
SAs Daly and Young). In another housing
matter, our Office, together with the Depart-
ment of Justice, in September, 1976 brought
a sex discrimination suit against the Builders
Institute of Westchester and Puinam Coun~
ties (a trade organization consisting of sev-
eral hundred individuals and firms . asso-
ciated with the homebuilding industry, includ-
ing owners and managers of apartments) and
the Apartments Quwners Advisory Council (an
unincorporated . association of approximately
six hundred apartment owners and managers in
‘Westchester and Putnam Counties established
in cooperation with and as a constituent part
of the Builders Institute). The complaint al-
leged that defendants recommended that
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member owners and managers not consider
the income of an applicant’s wife under the age
of 35 in evaluating the financial qualifications
of an applicant for housing, and not rent to
working mothers. This suit was settled upon
the entry of a consent judgment in which the
defenidants were enjoined from diseriminating
on the basis of sex and were required to adopt
and recommend to their members new stand-
ards for the sale, rental and financing of hous-
ine which affirmatively promote equal housing
without regard to sex, race, color, religion or
national origin. {AUSA Corsi).

Our fine working  relationship continues
with the New York State Division on Human
Rights and the New York City Commission
on Human Rights and the many private or-
ganizations working in the civil rights field
such as the Open Housing Center of the New
York Urban League, ther NAACP, and the
Recruitment and Training Program, Ine.
‘We are greatly appreciative of the extremely
helpful information provided uws by organiza-
tions such as - these.

ENVIRONMENTAL LITIGATION

In 1976, the Office continued its varied
and active role in the ares of environmental
litigation. -After several months of investiga-

tion and negotiation the Office filed suit early -

in 1977 alleging that the City of New York
had violated the Federal Water Pollution Con-
trol ‘Act by failing to comply with schedules
for the construction and upgrading of three
municipal sewage treatment plants. The City
and State of New York agreed on Janunary 14,
1977 to a broad consent judgment establishing
detailed timetables for the completion of these
three projects which will provide secondary
treatment for 250 inillion gallons of City sew-
agr, Concurrent with the consent judgment
the Environmental Protection Agency agreed
to make available federal funds {o assist in
financing - the construction projects and the
City agreed to make discrete appropriations
of these funds to assure that they would be
utilized for the sewage treaiment plants.
United States v. City of New York. (AUSA
Eristoff).

In the field of air pollution two eivil
suits were filed peeking implémentation by
the City and State of New York of the
provisions of the Transporfation Control
Plan (TCP) for the City which the City
and State had adopted pursuant to -the
mandates of the Clean Air Act. The first of
these suits seeks to obtain compliance by the
City and State with the TCP strategy re-
quiring emissions’ inspection of City taxi-
cabs thrée times a year. The second suit
seeks to require compliance by the State with
the TCP strategies for annual emissions in-
spection and maintenance of all trucks and
passenger vehicles. (AUSA Eristoff),

In a more traditional vein, Tuck Industries,
Ine, of Beacon, New York pleaded guilty and
was fined $43,500 for discharging pollutants
into Fishkill Creek in violation of the Federal
Water Pollution Confrol Act and the Refuse
Act; and Tri-State Canada Dry Inc, of Green-
port, New York, agreed to a settlement of
$105,000 in payment of penalties and clean-
up costs for an oil spill into- Claverack Creek.
{AUSA Eristoff). Civil complaints have also

" been filed for penalties and injunctive relief
stemming from effluent - permit violations

and the unlawful dumping of fill material into
the Hudson River. (AUSA Eristoff).

As counsel to EPA, the Office defended a
number of actions taken by that agency. In
Sun Enterprises, Ltd. v. Train, 532 F.2d 280
(2d Cir. 1976), we successfully overcame a
challenge by downstreain property owners to
the granting of an effiuent discharge permit
by EPA to a condominium housing project au-
thorizing sewage disposal into Brown Brook
in Westchester County, (AUSA Bronner).
In Moran Towing- and - Transportation Co,,
Ine. v. EP4, the Court upheld EPA’s author-
ity to assess: a civil penalty for violation of
the Ocean Dumping ‘Act against a challenge
that the exaction was eriminal in nature and,
accordingly that the Government must prove
its case beyond a reasonable doubt, {AUSA
Eristoff). In a recent suit, Union Carbide
Corp. V. Train, challenging EPA’s alleged
failure to comply with its own regulations
on bidding for a water-pollution control proj-
ect, we have moved for summary judgment
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on the grounds that plaintiff as a non-bidder
Tacks standing to sue and that EPA had a
rational basis for denying administrative relief
to plaintiff. (AUSAs MeCarthy and Stauffer).

A considerable amount of environmental liti-
gation challenges federal action on the ground
that the agency involved failed to comply with
the National Environmental Policy Act by not
publishing an adequate Environmental Impact
Statement (“EIS”). Notably, the Office sue-
cessfully defended an eleventh hour suit brought
by the residents of East 63rd Street in Man-
hattan fo enjoin the construction of a major
new subway link between the boroughs of
Manhattan and Queens, Within ten days the
Office had defeated a motion for a preliminary
injunction, briefed and argued -the appeal
from that denial and obtained 2 decision from'
the Court of Appeals which Jeld that the
equities weighed heavily against the plaintiffs
and affirmed the District Court’s finding that
there was no violation of NEPA, (AUSA
Salerno).

Significant as well is the Office’s defense
on behalf of seven federal departments and
agencies of an action brought by the State
of New York to half air transportation of
plutonium and -enriched uranivm until &m-
pletion of an environmental impact statement
with respect fo such transportation, ~ The
District Court denied the State’s motion for
a preliminary - injunction because plain-
tiff failed to show that irreparable injury
would likely result from the continued air
shipment, of special nuclear material and that
the public interest would not be served by the
injunction since these nuclear materials snp-
ply valuable - government research” projects
and assist our foreign allies in developing
peaceful uses for atomic energy, We are
present]y awaiting the decision of the Second
Circuit on plaintiff’s appeal. (AUSA Richter).

CLAIMS COLLECTION

The Claims Unit of the United States At~
torney’s Office headed by Assistant United
States Attorney Robert M, Jupiter, was cre-
ated to process and accelerate the collectinno?
criminal fines, bail forfeitures, eivil pent - |



civil judgmnts obtained after litigation and
other debts owed the United States.

During 1976 there were total collections by
the Claims Unit in the amount of $7,174,000
or an average of more than- $137,000 per
week, ' A total of 1589 individual payments
were made to the U.S. Attorney's Office in
addition to payments made to: the court and
directly to federal agencies. There are pres-
ently a total of 476 civil judgments and 610
criminal -fine cases pending for collection in
the unit.

A large number of cases handled by the
Claims Unit invelve the United States as a
party defendant, pursuant to 28 US.C.
§2410; in private actions where a Govern-
ment tax or judgment lien has been filed
against real estate which is the subject of a
foreclosure suit, ~Approximately 250 such
cases zre referred to the Claims Unit each
year and the number of pending cases in
this category exceeds 700.

The Claims Unit carefully scrutinizes each
step in these cases where the United States is
involved to ensure that any judgments entered
affect only the Government interest deseribed
in the compaint. Appropriate steps are taken
to proteet the Government’s right to any sur-
plus monies in accordance, with ifs proper
priority.

When taxpayers refuse to comply with
Internal Revenue Service requests to examine
their books and records, the United States
Attorney’s Office initiates proceedings to secure
compliance. Refusal to obey court orders en-
forcing summons can be punished as con-
tempt of courf. Seventy-nine summons en-
forcement actions were handled by the Claims
Unit in 1976, and 43 of these were closed with
a high percentage of compliance. In two
cases it was necessary to obtain a writ of body
attachwment against recaleitrant respondents.

Tilustrative of the work of the Claims Unit
is the case of Louis Ostrer who was convicted
on ten counts of stock fraud and fined $55,000.
Ostrer claimed insufficient assets to pay. the
fine but refused fo submit finanejal reports to
substantiate the claim. After an appearance
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before the Distriet Court the Claims Unit suc-
ceeded 'in obtaining two guarantors for the
the payment of the fine in monthly install-
ments, At the present time the Office has re-
ceived $39,000 on this outstanding fine,

In Westbury Paper Stock Corp. et al v. City
of New York the United States held sub-
stantisl {ax liens on wveal property which
was condemmed by the City of New York.
Despite this lien, the condemnation judgment
in the New York Supreme Courl failed fo
provide for payment to the United States.
Through extraordinary efforts of the Claims
Unit the United States was successful in
setting aside the original order and cobtained
payment of over $66,000 from the City in
satisfaction of the tax liability.

The defendant in United States v. Ben Ross
was convicted of extortion and tax evasion
in connectipn with loan sharking, A variety
of enforecement procedures were necessarily
employed. in the Government's pursuit of Mr.
Ross’ assets in order to achieve satisfaction of
the $75,000 fine imposed upon him. Despite
numerous initial - collection efforts no- pay-
ments were made whatever. The Court stated
that it regarded “this case as a real test be-
tween a convicted extortionist and tax-cheat
on the one hand and the Government on the
other.”

Payments were not voluntarily made by
Ben Ross or members of his family until dis-
covery devices-available under the law. were
utilized, - Writs of executiopn were employed
to obtain more than 39,000 from u bank ac-
count -and more than $17,000 through the
liquidation of stock owned by the debtor, In
addition, it was necessary to bring an action
under applicable New York State law against
the Dreyfus Fund and the Bank of New York
for their failure to heed the Government's
writ of execution.  We obtained judgment
compelling the -garnishee to liquidate 3,289
shares of mutual fund stock and pay the pro=
ceeds to the Government. As a result of thése
efforts, the debt has been paid in full despite
the hostile and uncooperative attitude of mem-
bers .of the defendant’s family and holders
of the assets.

i A Ao o e LN i
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ADMINISTRATIVE DIVISION

The Administrative Division, under the lead-
ership of Joseph A. Vitale, Administrative
Officer, provides a wide range of services and
support to the office. It is comprised of pro-
fessional, para-professional, legal-clerical,
elerical, and secretarial personnel.

The Division is functionally organized into
the following sections:

Administration — Under the supervision of
Marie A. Defenthis this section provides pay-
roll, personnel, budgeting and fiscal account-
ing support.

Civil Clerks — Supervised by Pauline Troia,
this Section performs the necessary legal-cleri-
cal services regarding the litigation of civil
cases and matters including docketing and
reporting of cases and matters, filing of legal
papers in the U.S. Distriet Court, U.S. Court
of Appeals, and state and municipal civil
courts and other related services,

Criminal Clerks — Under the supervision of
Lawrence Farkash, the Section performs the

* necessary legal-clerical services essential to

the processing of criminal cases and matters
including docketing and reporting, monitoring
progress of cases and matters, filing indiet-
ments, processing nolle prosequi, preperation
of court calendars and other related services.

Grand Jury Reporting— Guided by Emily
Cordes, the Section provides verbatim report-
ing and transeription of proceedings before
the Grand Jury in the Southern District of
New York.

Library and Reference— Supervised by
Barbara Zelenko the law library provides es-
sential services to the staff for legal research
and reference purposes,

Mauil & Records — Mary Smith direets the
operations of this Section performing mail
management and distribution funetions to
offices spread over seven floors of the building.
In addition, the Mail & Records Section has
responsibility for maintenance and disposal
of records.

Office Services ~ Under the direction of
Edward (’'Brien this Section is responsible for
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materials and supplies, equipment, reprodue~
tion services, office furniture and other mis-
cellaneous services.

Word Processing Center—DLed by Ann
Seifer during the day and Iola-Krezic at night
the Center is the primary source of typing and
transeription support. Staffed by experienced
and skilled personnel the Center utilizes mag-
netie-card typewriters in addition to selectric
and standard typewriters,

‘During 1976 considerable attenition was de-
voted to improving the gquality of life in the
Word Processing Center. Confronted by in-
creasing workload and tighter deadlines re-
sulting in large part from the Speedy Trial
Act, the eapabilities of the staff were stretched
almost beyond their limits. While their loyalty,
cooperation and conscientiousness have carried
us through thus far, it is apparent that a long-
torm solution is essential to establishing an
efficient and smiooth operation.  As a result
of careful study, analysis of work distribu-~
tion and statistical workload data and dis-
cussions with equipment manufacturers, rec-
ommendations have beer submitted to the
Executive Office for U.S. Attorneys to permit
us to purchase additional dictating and tran-
seribing equipment, to rent additional mag-
netic-card equipment, and fo. establish mini-
centers. throughout the office capable of re-
sponding to - attorneys’ urgent needs, with a
back-up- Word Professing Center to handle
long documents.and heavy revision work.

An additional forward step was taken with
the recognition that increased reproduction
equipment was required. In 1976 it became
increasingly clear that changes in the type
and number of copying machines were neces-
sary to meet the ever-increasing demand for
service, With the participation of equipment
manufacturers an evalvation was made and
vecommendations submitted which are ex-
pected to substantially increase in-house re--
production capability and reducé overall costs.

It is equally important that operators of
magnetie-card typewriters and other taxt-edit-
ing be given the recognition deserved. ' Present
CSC testing tochniques for mag-card operators




are non-existent and eclassification standards
fail to take into account the high skill levels
required to be an efficient, productive opera-
tor. This office, joined by the United States
Attorney for the Eastern District of New
York and the United States Attorney for the
District of New Jersey, made a strong ef-
fort to increase the ctirrent grade ceiling, so
far without success. ' The failure to grant
grade increases will present an ever-increasing
g\epblem. as experienced oparators leave the

“ce for substantially higher paying jobs, Our
office will continue toi press for higher classifi-
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cation of these positions, believing that it is a -

matter which deserves and requires prompt
aetion. y . ' :

The functions of the Criminal Clerks Section
were also the subject of intensive review this
yeax, to bring about better and more timely
control over criminal cases and matters. . The
study resulted in a closer integration and
merger of cage control activities ‘with ihe
Criminal Clerks Section and the establishment
of teams or unifs to deal directly with -a spe-
cified group of attorneys. This internal re-
alignment will more definitively establish clear
lines of responsibility for carrying out the ne-
cessary tasks of opening cases, docketing, re-
porting, follow-up and closing or disposal of
cases. - It is also expected that the new align-
ment will provide the Chief of the Criminal

‘ Division with more timely information upon

which to take action to insure prompt dis-
position of cases and more accurate data for
evaluating the case load of Assistant U.S.
Attorneys, -

January 18, 1977
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During 1976, special awards were conferred
by the Attorney General on a number of em-
ployees in the Administrative Division in
recognition of suatained superior performance,
They are a8 follows! .
Marie A. Defenthis Lydia Nales-Diaz
Irene Faulk Janeanne Perrier
Barbara Jenkins Serena Rivers
John F. Kaley Eileen Swanton

Sandra King Pauline Troia
Loretta May Buthila Wilson
Jean McPherson

Martin Wishnew

_The dedication andloyalty of the adminis-
tive staff -is aptly demorstrated by the fact
that over 28 percent of the personnel have
worked in:the federal service 16 years or
more, They are: g
Kntherine Allman 28 yrs. Audrey Manning 18 yrs,
Lilian .Argano. 15°yrs, John Miller 35 yrs.
Leonard Bain 21 yrs. Mary Napoli 25 yrs.

Annabelle Chaney 21 yrs,  Edward O'Brien 32 yrs. .

Anthony Conti. = 21 yr4. John O'Connell. 28 yrs,
Enmnily. Cordes 31 yrs.. Willlam Parsons = 16 yrs.
Marie Defenthis - 83 yrs. Alice Prokopik 16 yrs.
Johnny E.Dent’ 21.yrs, Mildred Rothenberg

Trene Faulk. 26 yrs.’ 25 yra.
Danjel Fineman 20 yrs. Carmen Rudder =~ 29 yrs.
Delis Gildea 27 yrs. Anna Schwartz - 86 yrs.
Lynwood  Hayes. 17 yrs.  Rosalind Schwartz 80 yrs.

Edith Kaltman 16 yrs. ‘Ann Seifer 88 yrs.
Helen Kowalski. 82 yrs. Dolores Shaw 25 yrs.
Ralph Lee 21 yrs. Pauline Troia 82 yrs.

Lillian Lomanto - 25 yrs. Joseph Vitale - 84 yrs.
Isidore Malament 20 yrs. Euthila Wilson 16 yrs.
Sivelo Mancuso 85 yrs, Martin Wishnew - 23 yrs,

Resﬁectfully submitted,

RoBERT B.. FISKE, JR,,
United States Attorney for the
Southern District of -New York.

7
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UNITED STATES ATTORNEY'S OFFICE SOUTHERN DISTRICT OF NEW YORK

ROBERT B. FiSKE, Jr.
United States Attorney

Ex;aculive Staff

1976

DANIEL- R, MURDOCK
Chief Asst, U.S. Attorney

Woriam M. TENDY
Executive Asst. U.S. Attorney .

1 JOSEPH JAFFE
Administrative Asst. U.S, Attorney
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DoN D. BUCHWALD
Assistant Chief
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Criminal Division

1976

Division and Unit Chiefs

ELKAN ABRAMOWITZ
Chief, Criminal Division

T, BARRY KINGHAM

Assistant, Chief

DANIEL J, BELLER
Chief, Major Crimes Unit
JouN P.'CoONEY, JR.
Chief, Narcotics Unit
PATRICIA M. HYNES
Chief, Consumer Frauds Unit
Danier, R. MURDOCK
Acting Chief, Organized Crime
(Strike Force} Unit

Frank H. WoHL
Assistant; Chief

BART M. SCHWARTZ
Chief, Official Corruption/
Special Prosecutions Unit

GEORGE E, WILSON
Chief, Health and Welfare Unit

JoHN R. WiNG
Chief, Frauds Unit

Appellate Section

LAWRENCE B. PEDOWITZ
Chief Appellate Attorney

TFREDERIOK T, DAvis
Assistant Chief Appellate Attorney

Abzug, Michael D.
Akerman, Nathaniel H.
Ambler, Barbara
Amorosa, Dominic F.
Batchelder, Harry C. Jr.
Bentley, Allen R.
Bloch, Peter

Block, Ira H.

Carey, Michael Q.
Costello, Robert J.
Cushnian, Constance
Cutner, David A.
Deyorkin, Michael S.
Diskant, Gregory L.
Duhamel, Peter N,
Engel, Thomss E.

AUDREY STRAUSS
Assistant Chief Appellate Attorney

Assistant U.S. Attorneys

Epstein, Jeremy G.
Flannery, John P, II
Fortuin, Thomas M.
Frankel, Steven K,
Fryman, V. Thomas Jr,
Garpett, Ronald M.
‘Glekel, Jeffrey I.
Gold, Rokert

Geld, Sarah 8.
Goldstein, Howard W,
Harris, JoAnn M,
Iason, Lawrence II
Jossen, Rebert J.
Kaplan, Eugene N,
Kaufmayj, Alan R.
Kelleher, William J,

Special Assistants

Goldston, Alan

Kaley, John F.

Legal Assistants

Alexander, Joap -7
May, Lorettx

McHam, Marcia
Meyer, Gloria

Eenney, John J,
Korn, Henry H.
Laufer, Jacob

Lavin, James P.
Lawler, Richard F.
Levine, -Alan

Levites, Raymvnd A,
Lowe, John A. °
Macbeth, Angus C.
MacDonald, W. Cullen
Marmaro, Mare
Maszur, Robert B.
MeNamarg, Martin B,
Moss, James ‘A,
Naftalis; Alan R.
Neiman, Shirah

Neugarten, Rhea K.
O'Connor, David W,
Parver, Jane W.
Rakoff, Jed S.
Reilly, T\ Gorman
Rosenthal, Joel N.
Schatten, Steven A.
Schatz, Steven M.
Sear, Thomas H.
Siege), Jerry L.
Siffert, John S,
Sudler, Peter D,
Sussman, Howard S.

Virella, Federico E. Jr.

Vizearrondo, Paul J.

_iWeinberg, Richard D,

Criminal Investigators

Bogan, Carl
Buckley, John J.
(Retired 7/80/76)
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Doonan, Thomas P,
Saurino, Benedict

T
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Civil Division

1976

Division and Unit Chiefs

TAGGART D. ApAMS
Chief, Civil Division

Naomi REICE BUCHWALD
Assistant Chief, Civil Division

WILLIAM @. BALLAINE
Chief, Tax Unit

ANNE SIDAMON-ERISTOFF
Chief, Environmental Protection Unit

DENNISON YOUNG, JR.

Chief, Civil Rights Unit

ROBERT M. JUPITER
~ Chief, Claims Unit

SAMUEL J. WILSON
Chief Appellate Attorney

Assistant U.S, Attorneys

Barth, Patrck H.
Belote, Thomas H.
Brandt, Willam S.
Cooper, Gary G.
Corsi, Louis G.

Daly, Mary C.
Dolinger, Michael H.
FitzGerald, Eileen M.
Gerber, Nathaniel L.
Groban, Robert:S, Jr.
Mack, Wnlfe>x) 8. Jr.

i
I

McCarthy, Richard J.
Moscley, Thomas E,
O’Connor, John M,
Parker, Stuart 1.
Richter, Charles F.
Salerne, . Peter C.
Schaffer, Frederick P.
Silverman, Paul H.
Staufler, Kent T.
Weisberg, Richard J
Zupa, Victor J.

7 Legal Assistanis

Garein, Astrid
Kramer, Anita M.

Mason, Lawrence
Torani, Jenny
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Assistant U.S. Attorneys Who Resigned During 1976

Bannigan, Eugene
Barkan, Mel P.

Bronner, William R.
_ Busgh, John N,

Davis, V. Pamela

Edwards, Thomas D.

Feffer, Gerald A.
Glassman, Steven J.

Gordan, John D. IIT

Harris, Jeffrey
Hemley, Robert E.
Hoskins, Richard J.
Kurisnsky, Edward J.
Littlefield, Bancroft Jr.
Maguire, Mary P.
Mukasey, Michael B.

Nesland, James E.
Potter, Gregory J.
Pykett, Daniel J,
Sabetta, John C.
Sagor, Elliot G.

Sorkin, Ira L.

Timbers, John W.
Wile, Richard

{Chief, Narcotics Unit)
Resigned 1-30-76

(Assistant Chief, Clvil
Division) Resigned 8-5-76

Resigned 10-22-76
Resigned 8-1776
Resigned 11-5-76

(Chief, Criminal Division,
Chief Asat. U.S, Attorney)
Resigned 6-15-76

(Assistant Chief, Criminal
Division) Resigned 5-%1-76

(Civil Appellate Attorney)
Resigned 5-7-76

{Chief Appellate Attorney,
Executive Asat, US. At-
torney) Resigned 6-5-76

Resigned 4-3-76
Resigned 7-2-76
Resigned 1-16-76
Resigned 1-2-76
Resigned 7-30-76
Resigned 12-10-76

(Chief, Official Corruption
Unit) Resigned 8-26-76

Resigned 9-17-76

(Administrative Asst. U.8S.
Attorney) Resigned
10-9-76

Resigned 5-21-76

(Chief Appellate Attor-
ney) Resigned 7-31-76

Regigned 5-31-76

(Assistant Chief, Criminal
Division) Resigned
12-31-76

Resigned 9-10-76
Resigned 6-28-76
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NARCOTICS ENFORCEMENT

- . By

Fugene F, Bannigen
Chief, Narcotics Unit

1
This office's reputation as the leading prgiecutor 8

office in the United States is_largely'haaegnoni;tgugﬁggfgé Sz
history of successful prosecutions of large scale narco
dealers. Our office was the first federal prosecutoii —y
office to create a specilalized unit of/attorneys to vof
gate and prosecufe narcotics cases. Thgreffectivengss
this concept is evidenced by the narcotics prosecut ogs
which. have been successfully undertaken over thesyeir "
Cases such as United Stztes v. Genovese, United States V.
Bentvena and Unite tates v, Cir 0 are examples gi s
SGccesstul prosecutions of the major doqestic narco dc .
dealers of their day. The Narcotics Unit has carried o

that tradition and cases such as United States v. T¥amunti,

United States v. Sperling, United States V. allah an

United States v. Capra are examples of successiul prose-
wh

Sutions of those Who currently econtrol the marcotics traffic.

owever, the contribution of the Narcotics Unit in
the past tgo years has in fact exceeded even its an past-
standards and that contribution has been in severad areasés
(1) the number of major narcotics dealers convicte exce{e:ion
any past period in our office's histor{; (2) the proiggu Lon
of large narcotics conspiracy cases, W ich make poss ke the
breaking up of an entire narcotics distribution neﬁyz; ; [has
greatly increased; and (3) the prosecution of Sout ,",erk.; 7
and Far Eastern sources and domestic distribution 3§twor 8
have demonstrated and exposed hitherto unknown syndicates.

During the period 1973 through October, 1975
the Narcotics Uﬁit hég successfully prosecuted an unprece-
dented mumber of major narcotics dealers and in many c§s§s
has succeeded not only in convicting the main figurii 'E
also in exposing and convicting those involved at i the
various levels of the importation-distribution_cha mn.
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Many of these networks were controlled and f£i-
nanced by Organized Crime. For example, United States wv.
Tramumti involved a vast ring of narcotics deale¥s headed by
Carmine Tramunti responsible for distributing multimillion
dollar quantities of heroin over a four year perilod.

United States v. Sperling and the related case of United °
States v. Mallah Involved an organization of over 30 in-
dividuals who distributed staggering smounts of narcotics in
the New York area. United States v. Casamento and United
States v. Capra also involved large scale networks which had
operated untouched by law enforcement for many years,

In addifdionito.theseevery=signifitantzprogecutionssy
of the traditional Organized Crime dominated distribution— -
networks, recent indictments and prosecutions have revealed
other sources and networks which have been, and are, re-
sponsible for importing and selling as much, if not more,
hercin and cocaine as the so-called Organized Crime syndi-
cates, Since 1969 and 1970 narcotics enforcement experts
have been saying that there are a number of loosely organized
yet very efficient foreign dominated dmportation distribution
networks responsible for importing from various South
American countries as much narcotics as the Organized Crime
networks. This office's successful prosecutions in cases
such as United States v. Veciana, United States v. Torres,
and United States v, Ortega-Alvarez, established the vali-
dity of this theory. The Veciana case involved the impor-
tation from Bolivia by Bolivian diplomats of 25 kilograms of
pure cocaine.  The Torres case involved the importation of
more than 300 pounds of Heroin and cocaine from Argentina by
concealing it in antique plcture frames. The Ortega-Alvarez
case involved twelve individuals who imported over 45 )
kilograms of pure heroin from Argentina to New York City,

Similarly,-this office's involvement with 'DEA in . .
the: investigation:of the.importation.of heroin:from- therFar<.
East has resulted-in the: indictmer.t-of 25 déféndants-who'- -~ -
were part of a narcotics importation network that imported-
over 200 pounds of heroin and 100 pounds of opium from
Bangkok, Thailand into the United States and Canada.

One other case, United States v. Rivera, prosecuted
by the Narcotics Unit deserves special mentIon. Rivera wasg
one of three individuals who was involved in the murder of
Special Agent Frank Tummillo and the wounding of Special
Agent Thomas Devine. Rivera was convicted and sentenced to
life imprisonment. <

82-018 O - 17«7
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UNITED STATES v. CARMINE TRAMUNTI, et al.

In a majox’ narcotics prosecution, Carmine Trammti,
a major figure in organized crime, and seventeen others were
convicted of conspiracy to violate the federal narcotics
laws.  The.evidence at trial discloged trafficking over a

. four year period in multi-kilogram fquantities of heroin and

cocaine, worth millions of dollars even at the wholesale
level, and distribuged in both New York City and Washingtonm,
D.C. Among the more notorious defendants were:

CarfineiiMe iSr15albIr sfuntigthet finBheder of the
operation, had earlier been convicted for perjury in testi-
mony he gave while a defendant in a securities fraud trial
in the Southern District; .

. Louis "GIGI" Inglese, the operational head of the
narcotics distribution ring was previously convicted in the
Southern District for offering a $200,000 bribe to a federal
agent to learn the whereabouts of a federal witrce.s so that
the witness could be murdered; .

Joseph DiNapoli, arrested carrying nearly one
million dollars in cash to be used to purchase narcotics to
supply the operation, was previously convicted in this
district for loansharking.

> The trial lasted eight weeks before the Honorable
Kevin T, Duffy. Originally, thirty-two defendants were
indicted, but many including several significant narcotics
violators were fugitives at the“time of trial. It is =
anticipated that additional trials will result from this
investigation. ‘The prosecution resulted from investigations
conducted. by the New York City Police Department and. the.u:..
Drug'Enforcement:. Administration.- The: prosecution would notsis
have :been possible withort the ald of the witness protection
programi . four Government wiltnesses received new names and
identities and they and their families were relocated.

Tramunti was sentenced to fifteen yeawg imprison-
ment consecutive to 5 years he is now serving; Inglese, who
was convicted of thirteen violations of the narcotics laws,
to forty years consecutive to 15 years he is now serving; =
and DiNapoli to twenty years,

(U. 8. Attorney Paul J. Curran;
Assistant United States Attorneys:
“Walter Phillips, Thomas Engel and
Thomas Fortuin.) o

95

cocaine in the Metropolitan New York area. Pacellil had been
previously convicted for narcotics sales and sentenced to 20

years imprisonment. . .

: The proof at trial showed that Pacelli and Sperling
were two interrelated nharcotics distribution rings. Pacelli's
group furnished Sperling's with kilogram quantities of

cocaine and, in turn, Sperling supplied heroin to Pacelli.

Mallah was Sperling's partner and acted as'a .
source of funds. During the course of the investigation a
New=¥Sria ity P lice=Of Ficerchiddensdn thestrunk=of a. Cadillac..._
ovétHeard Sperling and-MalTah™oh' -one~oceasdonietantdinglinextaxt..y
to the car discussing a $50,000 narcotles transaction.

Mallah recelved a 10 year gentencé while Catino
and Barrett recelved sentences of 12 and 5 years. Pacelli,
who received 15 years, is awaiting trial for the murder of a
witness in an earlier case. '

(Assistant United States Attorney
James Lavin) . .

.

UNITED STATES v. JOHN CAPRA, et al.

- The indictment in this case charged John Capra,
Leoluéa Guarino, Stephen DellaCava, Robert:Jermain, Alan.--
Morris, George Harris and five others, in five counts,
with federal narcotics violations, The evidénce establish-
ed that Capra, Guarino and DellaCava were the key figures
in a’New York centered marcotics ring which: engaged in the
massive marketing ©f heroin'and.cocaine from -1969-to 1973, ..
Guarint=securéd: the-drugs.from. importers;=Capraracted. as ==
distribifér} and DellaCava:made-the deliveriesizs.

Joaquin Ramos, who ‘testified’ for the CGovernment—
at t. 1 and his partner Robert Jermain purchased drugs -
from (upra and Guarino and resold them to Alan Morris

and George Harris, two major drug dealers in Detroit,

After a'\;\ ive week trial before Judge Marvin E,
Frankel, the deferdants were found %uilty. The sentences
included pzison teyms ranging from 8 to 18 years. ‘

(Assistant United States Attorneys
Gerald Feffer and Lawrence Felé) o
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UNITED STATES v. GENNARO ZANFARDINOD, et al..

The indictment in this case charged 13 defendants
in 6 counts with various violations of the federal ndrco-
tics laws. Five of the defendants, Oreste Abbamorte,

Thomas Lentini, George Coumoutsos, .James Odierno and

Joseph Mack pleaded gullty before trial. Three defendants;, .
Genmaro Zanfardino, John Campopiano and Arcadio Boria,

were tried before Judge Charles L. Brieant and a jury.

The jury found the defendants guilty om all counta.

The evidence showed that Zanfardino was the
kingpin of & major .marcotics ring.whoge operation cen?grgq:éff
in thé Bronx and East Harlem. Campopiano, Zanfardino's
principal aide, assisted by Lentini and Abbamonte, directed
the day to day distribution of large amounts of heroin
and cocaine. Coumoutsos and Odierno served as courieys
in the distribution of the narcotics. The Government s
principal witness, Dolores Martinez, testified that she
and her husband purchased large quantities of heroin and
cocaire from this ring, which they, in turn, sold to
various customers throughout the Harlem community, including
Boria and certain of the other named defendants.

Before trial, Zanfardino, Campopiano, Lentini,
sbbamonte and two others paid $100,000 in cash as a down-~
payment on a $200,000 bribe to two police officers for the
destruction of certain evidence in the case, namely, 106
reels of videotape fllm which were taken by the police
during the course of its surveillamce of the defendants
and for information concerning the whereabouts of Dolores
Martinez, who had then been relocated, in order to emable
then to murder her. o .

On October 13, 1973 Judge Brieant sentenced
Zanfardino as a second narcotics offender to 25 years .
imprisonment, Campopiano, also a second narcotics offender,
received a 20-year term of imprisonment to run consecu-
tively to a 5-year term previously imposed in anothex
narcotics case and to a cunsecutive l5-year term imposed
for his participation in the comspiracy to obstruct justice
and bribery commected with the attempt to destroy evidence
and murder the Government's principal witness.  Boxia
received a 6-year term of imprisonment and Zanfardino
received a concurrent l5-year term of imprisorment.

(Assistant United States Attorneys
Gerald Feffer, Mel Barkan and Larry
Feld)

United States v, Eduardo Arroyo; et al,

This case, called by the Court of Appeals for
the Second Circuit “one of the largest heroin importation
conspiracles of recent yearg", involved the smuggling by
the defendants of over one third of a ton of.pure heroin.

In the summer of 1972 Alfredo Aviles, under
indictment for other narcotics crimes, informed this
office that a Frenchman in New York and several South
Americans in Argentina were arranging for the importation
of 132 pounds of heroin, A Spanish-speaking New York City
detective assigned:to +the-New-York-Joint .Task Force posed-as =
‘a wildingibuyer=of -this™$hipmént:~+ The'detdctivel~operating'—
out of a midtown hotel room, spoke by telephone to the
importer in Belguim and the South Americans in Argentina,
At the same time the detective was introduced by the coopera-
ting defendant to several persons in New York, all major
narcoties distributors, who agreed to purchase all or some -
of the 132 pounds from the detective when it arrived.

In October, 1972, Brazilian authorities seized the
load of heroin from & ship off the coast of Brazil, thereby
preventing it from reaching its destination. ~

The iInvestigation also disclosed that this nar-
cotics ring was responsible for at least two other shipments
one o0f 250 pounds of heroln which had been smuggled success-
fu%i{ into the country in secret recesses of a Volvo auto-
mobile. :

g Two defendants pleaded gullty and testified for
the Government at the trial of five. other defendants, all of
whom were convicted after -a three week-trial. These included
the defendants Eduardo Arroyo, Rafael: Gonzalez, and Carlos
Sanchez .who ‘'were to be the. purchasers of the smuggled
shipments. of heroin,. . Arroyo was:sentenced to thirty:years
imprisonment, Gonzalez, to twenty-~five, and Sanchez to
fifteen. Three additional defendants were umavailable for
trlal as they were incarcerated in foveign countries for
their part in the scheme and another defepdant was murdered.

On March 22, 1974, the Court of Appeals affirmed
the convictions, o

(Assistant United States 2-tormey
Franklin B. Velie)
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United States v. Vincent Papa, et al.

A three count indictment was filed on March 18,
1974 charging Vincent Papa with conspiring to violate the
federal narcotics laws, posscssion w@th the 1ntenp'to ,
distribute, and distribution of heroin. ‘Nameq as Papa's co-
defendants were Victor Euphemia, Antony Stanzione, Jack
Locorrieri, Vincent Papa, Jr., and Peter Glamarino. Count
One of that indictment charged that the defendants were
members of a conspiracy to distribute multi-kilogram quan-
tities of heroin. That count also charged that, on February
3,‘197233yincent;EapaapoS§essédrapprggunately:§967,0007in.g“
cash-in furtherance~of -tHef conspiratys~.

The second count of the imdictment also charged
Vincent Papa and Anthony’ Stanzione with possession of
approximately 160 poundsof heroin in two sultcases in early
1972, with the intention to distribute that heroin.

Despite $500,000 bail the defendant Stanzione fled
on the eve of trial, Vincent Papz, Sr., was convicted on
all counts and sentenced to concurrent terms of 20, years and

' 15 years imprisonment. Also, Victor Euphemia wag sentenced

to 14 years imprisonment.

{Assistant United States Attorneys John P. Coouney, J;.
and Daniel J, Beller) ;

United Stateé v. D'Amato, et al.

In September, 1973, Frank D'Amato, who was described
by witnesses at his trial as having taken ovet the beroin
business of Vincent Papa after Papa went to jail in 1872, B
was convicted with two:of his associates, Philip Abramo agg
Richard-Zito,~of conspiracy.and sale of heroin. Prior.to ==
trial the fourth defendant, Frank Rurdieri, who had acted as
front man for D'Amato during negotiations with the unider ~
cover agent was murdered and his body was found washed up on
Silver Beach in the Bronx. D'Amato recelved a sentence of 8
years imprisonment, Abramo 7. years imprisonment and Zito 3

years imprisonment.

(Assistant United States Attorney Bancroft
Littlefield)

=

e o e e

United States'v. Malizia

In 1971, Ernest Malizia and his brother =
Josephk Malizia, major. whoesale narcotics distributors in
Manhattan were indicted for conspiracy and sale of heroin
and. cocaine., Following -the indictment both’became fugitives
and it was not until December, 1973, that Ermest Malizia was
arrested. In March, 1974, Malizia was convicted despite the
fact that the Government informant who had made £he purchase
of marcotics from him disappeared before the trial and did
not testify, After the conviction Malizia was sentenced to
10 years imprisonment. In September,: 1974, the day after -
his conviction was affirmed by the United States Court of s
Appeals;~Malizia escaped from the Federal -House.of:Detention.. --3
and he has not as yet baen re-apprehended.

(Assistant United States Attorney
Bancrof: Littlefield)

United States v, Joseph Magnano, Anthony
DeLutro, Frank Lucas, et al. s

This indiectment filed in January, 1975 charges 19
defendants with conspiring to violate and with substantive = .
viclations of the federal marcotics laws. Pursuant to & ’
search warrant executed on January 28, 1975-at the New
Jersey Home of one of the defendants, Frank Lucas, over
$580,000 in cash was seized as evidence of the conspiracy
charged in the indictment.-; The indictmeat charges that the
defendants Ernest Malizia and co-conspirators Mario Perna
and Anthony Verzino were involved ir a partmership to
purchase and sell hundreds of thousands of dollars worth of
heroin. It charges that these three partners purchased
heroin from three sources and in turn sold the heroin to
various customers in the Bronx and Manhattan. .. ;. =

. s {ts h .

The defendants Joséph, Magnano, Frank Palatte,
Richard Bolella, Louis Macchiatrola, Michael Carbone, Dominick
Tufaro, Frank Ferraro and Carmien Marglasso supplied the
Malizia-Perna-Verzino partnership with over 18 kilograms of
heroin in March and November 1973. The defendant Anthony
DeLutro supplied this same partnership with the kilograms of
heroin in November 1973 and the defendants DeLutro and -
iosgph Mallzia supplied 3 kilograms of heroin in January
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The Malizia-Perna-Verzino operation then sold this
heroin to various customers.in the Bronx and Manhattan, The
defendant Frank Lucas in March and December, 1973 purchased
from the partnership 13 kilograms of heroin and 2 kilograms
of cocaine and in ~ twen distributed theseé mnarcotics within
the New York Metropolitan area. . The defendants John Gwynn,
Gerard Cachoian, Roberto Rivera and Frank Caravella are also
charged with purchasing heroin from this same partnership,

: On October 24, 1975 following a five week trial
before the Honorable Irving Bem Cooper, eight of the nine
defendants .on trial-were-convicted.— As .second.offenders
Lucas and DeLufrd facé substantial’ sentencesucs. |

(Assistant Unlted States Attorneya

Domind.c Amorosa; Federico Virella
and Rudolph W. Giuliani)

United States v. Anthony Manfredonia, et. al.

This fourteen count indictment charges Anthony
Manfredonia, and eightoother persons with conspiring to
violate the federal narcotics laws and possession and
distribution of kilogram amounts of heroin and cocaine.

A

e’

The other defendants are:

Lawrence Iarossi;-
Graziano Rizzo, a/k/a Ju-Ju;
Leonard Rizzo;

T Joseph Barone, a/k/a Frankie;

Fiore Rizzo; o
Renato Croce, a/k/a Rene;
Patsy Anatala,.a/k/a Bart.

The indictment, which was filed on February 21,-
1975 charges that from-January 1, 1968 to the present the
nine defendants: aldong with others were members of a con-

. .spiracy to distribute large amounts of heroin both in New

York City and Pitvsburgh. The indictment charges that
various of the defendants supplied half and full kilogram
quantities of heroin to other persons. approximately twice a
week steadily for over two years. The drugs were delivered
to the defendants at Kennedy, LaGuardia and Newark Airports
and then redistributed to ultimate customers in Pittsburgh,
Pennsylvania and New York City. This case is scheduled for
trial in January 1976, . .

(Assistant United States Attorney James Lavin)

s
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United States v. Joseph Stagsi, Anthony Stassi,
Jean Claude Otvos, William Sorenson, and 3

Jean Guidicelldl,

... This indictment charges five defendants with
conspiring to impoxrt into the United States approximately

240 kilograms of heroin and the actial importatlion of 110
kilograms. The importations of this heroin were arranged by
defendants and co-conspirators who were: imprisoned at. the )
Federal Penitentiary in Atlanta, Georgia and actually
.carried out by others they selected to act for them in
France, Montreal and New York.: The heroin was brought into
the-UInited Btates:eoncealed~in nutomobiles.which were:packed==. .
with!beroin~in Frafice;-shippéd-td Mortreal-ahd-then” driveir—=
by couriers across the border and into the New York Metro-.
politan area, o

The defendants are:
Joseph Stassi, a/k/a "Joe Rogers;"
Anthony Stassil; ™. . -
- Jean Claude Otvos;
William Sorenson, a/k/a "Bubby;"

Jean Guidicelli, a/k/a "the:Unéle;"

The indictment charges that the crimes were
planned and organized within the Federal Penitentiary,
Atlanta, Georgia. According to the indictment in March,
1970, four prisoners, defendants Joseph Stassi and Jean
Claude Otvos and co-~consplrators Mario Perna and Anthony

Verzino, agreed to arrange for the importation of large

amounts of heroin. They agreed to recrult others such as
defendant Anthony Stassi, who was not in jail, and defendant
Wiliiam Sorenson, who was about to be released, to negotiate
and arrange the actual importations:- According to the - }
indictment, Anthony Stassi, met with the defendant .Jean. ...
Guidicelli, a/k/a "the Uncle,!- in May, 1970, and negotiated..-.
for*the-importation of 120 kilograms:of heroin from France:-
to the United States. »

The indictment also charges that pursuant to this
agreement in September, 1970, co-conspirator Michel Mastantuono
imported. from France to New York: 40 kilograms of heroin
concealed in a Citroen automobille. . According to the in-
dictment, Mastantiono ‘drove the Citroen from Biarritz to
Paris, France, had it shipped to Montreal, and later drove
it to Westchester county, where he. delivered the 40 kilo-
grams of heroin to the defendant Anthony Stassi. for eventual
distribution in the New York area. ‘

"
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The indictment also-alleges a second.importation
of 70 kilograms of heroin which occurred in June, 197L.
According to the indiztment, this 70 kilograms wae also

Aimported by concealing it in an automobile, and it was

eventually delivered to Anthony Stassi for local distribu-
tion. ' T : . ' :

(Assistant United Stetes Attorneys
Rudolph W. Giuliani and James Nesland)

United States v. Burnie MeCall

; MeCELL, one "of the “Targest narcoticsde alers—in
Buffalo, was convicted of organizing and managing a large
heroin distribution network:between Buffalo, New York City
and New Orleans. The proof at trial showed that MeCall and
his co-conspirators every month shipped kilogram quantities
of heroin between thoge cities using female couriers.
Payment was made in cash and by Western Union money orders.

McCall had previously been convicted in a state
narcotics case and gentenced to 20 years imprisonment, but.
his sentence was reversed on appeal. Subsequently in another
state case the indictment charging him with narcotics sales
was dismissed because the narcotics were discovered migsing
from the police department safe. ,

In the ‘instant case McCall was sentenced to ;
seventeen years imprisonment, his conviction was affirmed in
the Court of Appeals, and certlorarl was denied by the
Supreme Court. :

The.case was prosecuted with the assistance of .
Andrew-J. Maloney, Director.of -the Northeast Region of .the ..«
Office’ 6f Drug Abuse and Law Enforcementivi.

(Asgistant United States Attorney
. John H. Gross) )
B . »

United States v. Samuel Glasser, Joseph Valverde,
Eugene Piper, Martin Kreimen, Stanley Greenstein

This indictment Is sigrificant because it involves. .

a South Amer:.can importation-distributlon’ conspiracy al--"-
legedly run and operated by relatively young upper middle
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class professionals. - Samuel Glassex, a 30 year old Man-
hattan: attorney, and Joseph Valverde, a 26 year old businessman
are prineipals i Vintage Vendors, Inc., a company that
imports wine from Argentina. The indictment charges that
Glasser and Valverde over a one and a half year period
imported cocaine from various South American countries,
including Bolivia and Argentisna and distributed that

caocaine in the New York area. .

The defendant Eugene Piper, a 27 year old male
model, is charged as one of the middlemen in the -operation.
1t is alleged;that’ Glagkersand:Valverdessold:-someof thedms .
imported cocaine to Piper who in turn distributed the drugs
to the defendants Steven Greenstein and Martin Kreimen.

o Greenstein and Kreimen have already pleaded
guilty, Piper, during a suppression hearing held in

May, 1975, admitted his involvement and explained under oath
that his source for cocaine was Glagser and Valverde. The
case is pending for trial.

(Assistant United States Attorneys
Rudolph W. Giluliani and John Flammery).

United States v. Ortega-Alvarez, et al.

On October 10, 1973, a federal grand jury in the -
Southern District of New York filed a multi-count indictment
charging 22 defendants with conspiracy to traffic in heroin
and substantive offenses., = All but one of the defendants was
Cuban and most were large scale wholesaler-retailers operating
in New-York,. New-Jersey and Florida.. Thé substantive -
charges related to the. distribution in 1970 by Raul Ortega- .
Alvarez,- the lead. defendant; of 60 kilograms-of 80-90% pure——=
heroin imported from Argentina)

: Eight defendants were convicted by a jury after . a
four-week trial conducted in Spanish and English. Three
more defendants plead gullty and one defendant tried sep- -
arately was also convicted, The defendants received senten-
ces xanging from 5 to 12 years in prison, Among the major
violators convicted were: Raul Ortega Alvarez, Jorge
Infiesta,.Armando Alvarez and:Charles.Busigo.Cifre....The . .
co~victions were affirmed by the Second Ciréuit Court of
Appeals on November 8, 1974, ' .

(Assistant United States Attorneys
Shirah Neiman and Alan Kaufman)

o
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United States v. Luils Reyesg ,

Luls Reyes, a fugitive defendant at the time of
the Ortega-Alvarez trial, was apprehended on August 25,
1975. Reyes was tried before Judge Edmund Palmierli and a
jury and copvicted of conspiracy t6 violate the federal
narcotics laws, Reyes, a multi-kilogram dealer of heroin
and importer of cocaine, faces a minimum sentence of five
years imprisonment.

(Assistant United States Attorney Daniel Beller)

United.States_ v. Casamento, et al. .

In 1972, more than 90 kilograms of heroin were
smuggled into the United States from Portugal and sold in
New York to two major wholesale distributors in Brooklyn,
Carlo Zippo and Phillipo Casamento. _The international
network responsible for this smuggling operation consisted
of two French ex-patriots, Luclen Sarti and Christian David,
narcoties financiers who organized the network from South
America; two unidentified Corsicams who manufactured the
hevoin in laboratories in Marseilles, Framce, and transpoxr-
ted it to Lisbon, Portugal; Luis Filippe de Costa Pires, a
steward For the Portuguese airlines who smuggled the beroin
from Lisbon to New York on regularly scheduled TAP flights,
Michel Nicoll, a Frenchman living in Brazil who was in ,
contact with the buyers in New York; two other French =
narcotics dealers, Claude Pastou and Leon Petit, living in
South America who were sent to New York by the financilers to
receive the heroin, deliver it to the buyers and smuggle the
proceeds back to Brazil in false bottomed suitcases, and the
buyers in New York, Carlo Zippo and Phillipo Casamento.

David; Pires;-Nicoli and. Pastou have plead guilty

to conspiracy in the United-States.. Sarti-is dead.- Pastou

and Nicoli have.served as government:witnesses-in a.number:z=
of cases-involving international- smuggling of drugs.
Casamento was convicted after trial and was sentenced to the
maximum sentence of 15 years imprisonment.

(Assistant United States Attorney Bancroft Littlefield)

S
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United States v. Calabrese, et al.

In September, 1973, Adolfo Scbocki, indicted in
this District in 1972, and one of the largest South American
cocaine traffickers known to DEA was brought to the United
States from Chile. After pleading guilty to the charges
against him, Sobocki served as a government witness and
admitted in trial testimony distributing more than 500
kilograms of cocaine for sale in the United States between
1963 and 1973.

In related investigations, five major South
hmerican.traffickers Vladimix Banderas, Juan Carlos Canonico,
Emeldmi Qinteros,oSelimiValenzuela: and Franciseo-Guihatt, ..,
were_brought to the United States from Chile. These de-
fendants have all plead guilty to cases involving the im-
portation and sale of drugs totalling more than 1,000 kilo-
grams., Methods of smuggling admitted by the defendants
include wine bottles, airplanes, boats, trucks, table tops;
shoes; aerosol cans and milk jugs. B :

{Assistant United States Attorney Bancroft Littl-Zield)

United States v. Anthony Torres and Robert Rivera

From September, 1971, to September, 1972, an
international group of narcotics distributors smuggled more
than 330 pounds of heroin and cocaine into the United States
from Argentina concealed in hollowed out antique picture
frames. This method of smuggling was discovered in Sep-
tember, 1972, when United States Customs Agents at John F,
Kennedy Airport found 18 kilograms of heroin and 9 kilograms
of cocaine secreted inside four picture frames alrfreighted
to New York from Buenos Aires,: Following the seizure
arrests were made In Manhattan of the receivers of the -
frames- and subsequent. investigation by Customs Agerits-and. .-
Agents of the Bureau of Narcotics and Dangercus-Drugs-- -
revealed 6 prior shipments of frames from the same source to
the same receiver.

.Thereafter a number of international narcotics
smugglers, including Vladimir Banderas and Alfredo Mazza,
wexe arrested, plead guilty to their roles in financing and
organizing the picture frame narcotics shipments and agreed
to serve as Government witnesses. -Their testimony impli-
cated the wholesale buyers in New York and after trial the
two chief buyers, Anthony Torres and Roberto Rivera, were
convicted of conspiracy and distribution of heroin and
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cocaine. Rivera received the maximum sentence of 15 years

imprisonment. Torres, as a second offender, was sentenced to

20 years imprisomnment, Both convictions were affirmed by
the Court of Appeals.

(Assistant United States Atto"rney Bancroft Littlefield)

United States v. Veciana, et al.

In 1972 and 1973, Antonio Veciana, Ariel Pomares
and Agustin Barres, three wealthy Cuban businessmen living

in Miami, Florida who worked as boxing and_baseball pro-_.

moters;smuggledi25 Kilograme of purescocaineidnto.theine -
United States from Bolivia, employing Bolivian diplomats to
carry the cocaine through-United States customs. In July,
1973 Barres was arrested while selling seven kilograms of
cocaine to an undercover agent in a Manhattan hotel and
Barres subsequently testified at trial against the other
defendants. After conviction Veciana received a sentence
of 7 years imprisonment and Pomares 5 years imprisonment.

(Assistant United States Attorney Bancroft Littlefield)

" United States v. MA SSU TS'UNG, et al

United States v. BING HIN TOW. ot al,

In September, 1974, 25 defendants in these re-
lated cases were indicted for conspiracy to import into

the United States and Canada over 200 pouhds of pure heroin -

and more - than 100 pounds of opium.  The indictments, which
resulted from a two year joint investigativn by the Drug
Enforcement Administration and Royal Canadian Mounted
Police, charged that -the defendants smuggled the narcotics
from-Bangkok, Thailand to North American and distributed it
in New- York,- Chicago, Illinois, San Franeisco,.California;-
Montreal and Vancouver, Canada. . )

On October 20, 1975, followiu, a one month trial
beforejthe Honorable Robert: J. Ward, three of the four de-
fendanis who were available for trial were convicted. Two
additional defendants had earlier plead guilty. Another
defer/dant was arrested in Norway, convicted and sentenced

to 7 years imprisonment. Other tyials will be scheduled,

pending the outcome of this office's requests to Canada and-

Thailand for the extratition of additional defendants.

(Assistant United States Attorneys Eugene Bannigan, Alan
Kaufman, John Flannery and Angus Macbeth)
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United States v. Wing Pui Lai, et al.

: In September, 1973, four defendants were charged
with conspiraey to distribute multi-kilogram quantities of
heroin in New York City. During the course of the trial
WING PUI LAI was shown to be the source for ten pounds of
heroin seized in New York City in June, 1973 and an addi-
tional 25 pounds selzed in Toronto, Canada by the Royal
Canadian Mounted Police, in March, 1973. .Records seized
from Lal at the time of his arrest established that during
the elght months prior to his indictment Lai had received
over half a million dollars from his narcotics trafficing
business. Three of the defendants_ including Lal, wexe

convictedr follloWingl as juryatyialisi Laltwas sentenced:=4t0 85 = =

10 year term of imprisonment; his co-defendants' recelved
prison sentences of 7 and 5 years respectively. The fourth
defendant, Lai's wife, was acquitted after a trial by the
Court. :

(Assistant United States Attorney Eugene Bannigan)

" UNITED STATES V. ISMAEL RIVERA

In June, 1974, Ismael Rivera was convicted of
first degree murder, assault and attempted robbery, for .
his imvolvement dn the October, 1972 killing of Speeial
Agent Frank Tummillo and the wounding of Special Agent
Thomas Devine of the Bureau of Narcoties and Dangerous

. Drugs. Rivera's’®arrest and subsequent conviction resulted

from a year and a half joint investigation conducted by
DEA and the office of the United States Attorney for the
Southern Distriect of New York. Rivera received a sentence
of life imprisonment for the murder and a consecutive 25
years imprisomment for the.attempted robbery and assault.
Agent “Tummillo, a. courageous-agent, was murdered when the:-.

defendant and his accomplices;. believing he was a purchasexr.. -

of drugs, attempted to _teal the money he had brought with .
him to make an unidercover purchase of narcotic¢s,. Rivera's
conviction was affirmed by the United States Court of
Appeals for the Second Circuit on March 13, 1975.

(Asgistant United States Aﬁtorney Eugene Bannigan)

put
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United States v. Pacelli

During the course of his 1972 trial for violation
of the federal narcotics;laws, Pacelli brutally murdered. a
Government witness to prevent her testifyimg against him.
He was subsequently indicted for this murder under the
Civil Rights Act, convicted and sentenced to life jmprison-
ment. Pacelli's conviction was affirmed by the United
States Court of Appeals for the Second Circuit on July 24,
1975, .

(Assistant. United States Attorneys Thomas D. Edwards
andsdaméswE; Neslandj=niy -, , :

United States wv.. Coraluzzo, et al.-

Ernest Coraluzzo and nineteen co-defendants were
indicted for conspiracy to violate the federal narcotics
laws and for distributing multi-kilogram quantities. of ;
heroin and cocaine in the New York and Miami, Floxida areas.
Following a month long trial, Coraluzzo and eleven of his
co~defendants were convicted and each was sentenced to five
years imprisonment.

(Assistant United States Attorneys Jomes Lavin and
T. Gorman Reilly) ~

United BStates v. Peter: Baly - o

Peter Daly, a former member of the Special

Investigations_Unit of the New York City Police Deparﬁment; -

was -tried and- convicted for violating the federal narcotics
law; .~ Specifically;: Daly :was.charged with stealing five
kilograms-of heroin from:a-105 kilogram seizure:and then :~
selling the five kilograms=— Daly, who-fled to Trelantdr=r -
prior to his indictment, was extradicted from England;- was--:
convicted following a one week jury trial and sentenced to
10 years imprisonment. : s

(Asssistant United States Attorneys Joseph Jaffe and
Eugene F. Bamnnigan)

i

TR .-w:ﬁi

B e S

109

United States v. Louis Inglese, et al.

Louis Inglese and five major marcotics dealers
‘paid $100,000 in cash to two New York Clty policemen, who
were acting undercover, to cause them to destroy videotapes
and tap recordings which were to be used by the Government
as evidence in the defendants' pending narcotics trials.,
The ‘defendants also offered to pay an additlonal $100,000
for the address of the Government's key witness, with the’
intention of causing the witnésses' murder. Inglese and
his five co-defendants were convicted of hribery and
obstruction of justice.

{Assistant-United-States Attérneys: John Gro§ssandzud
Walter M. FPhillips)

United States v. Trabacchi

Trabacchi was indicted for conspiracy to violate
the federal narcotics law. - Specifically, it was charged
that in conceri with others Trabacchi s~1d in excess of
15 kilograms of heroin. Following a one week jury trial
Trabacchl was convicted. He was subsequently sentenced
to 7 years imprisonment; and his conviction was affirmed.

(Assistant United States Attorney Robert Gold)i

United States v. Earl Foddrell

Foddrell, a major Harlem narcotic wholesaler
and an associate were convicted on November 27, 1974
of selling heroin to an undercover agent. Foddrell
was sentenced. to 10 years imprisonment. ' His conviction:--
wag .affirmed in July. 19750 .., - :

(Assistant Unit:d States Attorn¢y Thomas E. Engel)..

United States v, Marquez and Peralta

On October 27, 1975, a jury convicted Lionel )
Marquez, a/kfa '"Chile Marquez," and‘Sergic Peralta Oyanedel
of possession of approximately one kilogram of cocalne in
August, 1972, ‘Marquez is, in addition to having been in-
volved in major smuggling and distribution of narcotics

A\
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since his release from prison on & prior narcotics viola-
tion im 1972, a recognized participant in organized crime
and gambling organizer. The testimony at trial included,
in addition to three eye-witnesses of the narcqt.;ics trans- -
action, proof that Mr. Marquez approached the fiance of .
Lina Gotes, the major witness against him, and offered to
pay her $200 per week 1f she agreed not to testify against
him, During the attempt to suborn perjury, Marquez also
admitted his participation in a wide-ranging conspiracy .

= to import more than 30 kilos of cocaine from South America,
for which he had been acquitted in December, 1974.

Exhibit T
(s ; § 4 vra

THE DEPUTY ATTORNEY GENERAL
WASHINGTON, D.C. 20530

FEn

February 10, 1977

(AsgistantsUnitedsStates:Attorney-Fredevisk-T. Davig)— ) ,
: : Honorable Charles B, Rangel

United States House of Representatives

Washington, D. C. 20515 :

Dear Cbngressman Rangel:

) During my appearance before the Committee on
December 10, 1976, in-connection with its hearings on
New York City Narcotics Law Enforcement, additional
information on several matters was requested for
inclusion in the regord. The following information is
being submitted pursuant to the Committee's request.

=TI, The number of additional Assistant United
B States Attorney positions requested by the Department of
b Justice, and the number received following review of the
: Department's request by the OIfice of Management and
Budget, and the Congress. )

; For Fiscal Year (FY) 1976, the Department requested-

§ 220 additional Assistant United States Attorney positions.

L ‘ o H This request was.reduced to 11l positions in the budget

“a . : R ) : X submitted by the Office of Management and Budget to Congress. .
. 0 Congress approved only 70 additional positions.” A-supplemental

request was also submitted by the Department for FY '76,

for 113 additional Assistant positions. The Office of

Management and Budget approved a regquest for 47 positions,

but only as an advance on the FY 1977 budget. The request

for 47 additional positions was approved by Congress. =~

For FY 1977, the Department requested 251 additional
Assistant positions; the Office of Management and Budget
approved a request for 138 positions {(in effect, only 85 new

positions becaiise of the 1976 advance), and Congress

7

ultimately approved only 72 positions.
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.

For FY 1978, thm Department has submitted a request
for 434 new positiony for the United States Attorneys
Offices; 184 of this total is for additional Assistant
United States Attorneys, and the remainder is for support
staff. o .

In addition to the above figures, in FY 1976 the
Department reguested the transfer of 32 attorney positions
from the Criminal Division to the United States Attorneys
Offices for assignment to Controlled Substances Units. This
“transfer was approved, and 32 new Assistant positions were
thereby created, while tho numbexr of attorney positions ir:
the Criminal Division was reduced by the same amount. It
should be noted that the number of positions involved in this
transfer does not reflect the total number of Assistant
United States Attorneys who have been assigned to Controlled
Substances Units. At present, some 70 Assistants are working
in such units. . Nor are these the only federal prosecutors
conducting narcotics prosecutions. . Controlled Substances
Units have been established in only 19 of the 94 United States
Attorneys Offices, and these units do not handle all of the
narcoties cases brought even in those offices. Rather, the
units are designed to prosecute complex, multi-defendant
drug offenses; street level cases ave frequently handled
by other Assistants in the office.

With the exception of the transfer situation, the
Department submitted the above requests for additional v
Assistant United States Attorney -positions without designating
a particular number as necessary for narcotics prosecutions,
or any other specific prosecutorial activity. There is
overall a critical shortage in the number of Assistant
United States Attorneys available to prosecute matters of
federal interest, and in its various budget submissions. the
Department has attempted to set forth the extent and the
consequences of this shortage. - In particular, the Department
has pointed out that limited manpower in the United States
Attorney’s Offices has forced them to decline prosecutions
in areas of federal concern, that overburdened state and
local governments are freguently unable to prosecute
cases deferred to them, and that increasingly, cases not
prosecuted by the federal government cannot be prosecuted at
all. The narcotics enforcement effort. has been cited in the

O e

SO S

113

Depértment's submission$ as among. the primary areas requiring
an. increase in federal prosecutors. It would be difficult
to grovide a'detailed breakdown of the number of additional
assistants required specifically for narcotics prosecutions,
since, but for those:cases brought by Controlled Substances
Units, narcotics cases are-handled by assistants who perform
a variety of other functions as well. However, it can be
said that as much as one third of the caseload in some
United States Attorneys 0Offices is generated by narcotics
prosecutions, and that the need for increased resources toé
prosecute narcotics violations accounts for a significant
proportion of the additional Assistant United States
Attorney positions.requested by the Department.

B ’,F;).
IT. Addi¥ional attorneys assigned to narcotics
matters since April, 1976. : )

Since April 1976, the number of attorney positions din
the Warcotic and Dangerous Drug Section of the Criminal
Division in the Department of Justice has been increased
froy an - auvthorized strength of 22 and a'ceiling of 19
positions, to a total of 25 positions. Further increases

~ are being considered.

Also since April, 1976, three United States Attorneys
Offices, which previously did not have Controlled Substances
Units, have been allocated additional Assistant United
States Attorneys to handle controlled substances cases.

The Baltimore and San Juan offices each received one
additional Assistant United States Attorney; the Philadelphia
office received two. . :

. III. Policy Changes Made, by the Department of Justice
since the President's April 27, 1976 Message to the Congress
on_ Prug Abuse,

‘The Department of Justice made no policy changes
regarding narcotics enforcement as a result of the President's
April 27, 1976 Message to the Congress on Drug Abuse. Although
the President's message contained several proposals, primarily
legislative, for improving the federal government's response
to the problem of drug abuse, it did not announce or call
for any new/policy in drug law enforcement. Rather, it
stressed thé nced to continme to afford the problem of drug
abuse. the high priority which it has received from the federal
government in recent years, and to continue efforts. to
strengthen narcotics law enforcement. K

7‘)3
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As this Committee is aware, the primary federal egforcemnnt
pulicy is to target federal enforcement resources at high
level narcotics violators, penetrating’the~intexstgte and
international chains which make narcotics transactions
possible. Since the President's April message, the
Department has’ continued its efforts to s?rengthen the
programs it had previously undertaken to implement this
policy. For example, in February, 1373 the Depart@ent.began
a program of establishing Controlled_substances Units in
selected United States Attorneys Offices across the country.

< These units. are composed of specific prosecutors and agents

who have been-designated to work,togetber in devgloping and
prosecuting major conspiracy cages. Nineteen units have.been
established, and, as I mentioned earlier, three other Uplted .
States Attorneys offices, in Baltimore, San Juan and Philadelphia
have recently been allocated additional prosecutors to: handle
controlled substanqes cases. .

The Department also has conducted a series of Controlled
Substances Conferences, at which both investigating agents
and federal prosecutors are given several days of congentrated
instruction in the methods of develvping and prosecutlng
major drug cases. Six such conferences have been held in
different cities across the country, two. of them since April, 1976.
The Centrolled Substances Units and Conferences. promote not
only a concrete focus upon penetrating the higher levels
of narcotics operations, but also the emergence of the .
prosecutorial-investigatorial cooperation necessary to successful
enforcement. ) .

‘

The Drug Enforcement Aaministration‘has also taken several
measures within the past year to improve its effectiveness as
a law enforcement agency. A number of internal management
initiatives were undertaken to;reorient its focus to h%gher
level violators, including a reorganization of the Ofgxce of
Enforcemen’, revision of the G-DEP system, the establishment
of a headquarters staff to support conspiracy cases, and a
revision of agent: evaluation forms. Changes have also been made

in DEA's ‘intelligence operations, and additional budgetary resources

have beeh allocated to intelligence activit%es._tAn ajreement
was sigried between DEA and the Customs Sexvice  in Décenber, 1975

~ and since that time most of the problems which interfered with

DEA and Customs' establishing an effective working relationship
have bgen resclved. These measures and others have‘previously
heen described for the Cowmittee in greatex lgngth in statements
submitted by the Drug rnforcement Administration. Furthgr
detail can be provided, however, if the {ommittee so desires.
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It should be noted that although the President's
April, 1976 message did not announce or result in any new
drug law enforcement policy, it did contain two specific
proposals for Execubive. Branch  action which have been.
adopted. On May 12, 1976 the Attorney General was named
Chairman of the newliy créated Cabinet Committee on Drug
Law Epforcemént. Representatives of DEA and all other
agencies whose activities effect drug enforcement comprise
the Working Group of this Cabinet Committee, and have been
discussing, inter alia what measurés can be taken to improve
intex-agency cooperation.. As one outgrowth of the Cabinet
Committee's activitiks, the FBI has begun to devote additional
attention to the problem of drug law fugitives. :

The President!s message also announced that the Secretary
of Treasury and the Commissioner ' of Internal Revenue had
been -directed to develop a tax enforcement program aimed at
high/level drug violators, in concert with the Attorney
Geneéral and the Administrator of the Drug Enforcement
Administration. ' On July 27, 1976, an agreement was signed
between IRS and DEA, and an initial identification of 375
Class I suspects has been forwarded to IRS.

Iv. Status of San Diego CENTAC

Although Congressman Gilman dsked several guestions
concerning the status of "the San Diego CENTAC," we balieve
that the Congressman may have been referring to a Criminal
Division Conspiracy Unit in San Diego, and not a CENTAC Unik.
A CENTAC Unit is by nature a temporary operation established
by the Drug Enforcement Administration and aided by the
Criminal Division. The purpose of such units is to localize
and immobilize illicit narcotics operations which are
opexating on a multi-district basis, < The units are managed
fxom DEA headguarters in Washington, D.C., and are continually
formed and disbanded as circumstances require. - To our
knowledge, no CENTAC Unit involving narcotics activities
in the San Diego area has been disbanded because of dissension.
Indeed,: there are presently two CENTAC Units operating in the
San Diego area which have yet to complete their functions.

There was a Criminal Division Narcotic Conspiracy Unit
located in San Diego, California that was disbanded in
July, 1976. This Unit was not dissolved becatise of any
dissension, however, but rather becauase it was replaced by a

. Controlled Substances Unit formed in the San Diego United
States Attorney's Office. . Since the function of the Conspiracy.
© Unit was taken over by members of the United States Attorney's
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staff assigned to the Controlled Substances Unit, there
was no longer any need for permanent deployment of Criminal
Division attorneys to the office jn San biego. v

V. Number of narcotic cases in the Southern District

of New York United States Attorney's Office which originated

with the Wew York City Police Department, or the Task Foxrce.

This information is being furnished to the Committee’
dlrectly by ‘John ¥. Cooney, Chief of the Narcotics Section
in the United Statés Attorney's, offlce for the Southern
District of New York

VI. Proposal +o provide §7.%5 million in federal
assistance to the New York Clty Pollce Department for
narcotics enforcement.

You asked,during my testimeny for further details
concerning New York Clty s failure to take advantage
of some $7.5 million in federal a551stance for narcotics
enfarcement.

Durlng the Fall of 1975 when New York City was
experiencing severe fiscal problems, the city was discussing
the layoff of numerous city employees including a laxge
number of policemen. DEA has approximately 155 New York
policemen assigned to the New York Joint Task Force and the
Unified Intelligence Division. It was anticipated that
general police layoffs would eventually reduce the city's
ability to contribute to these narcotic enforcement
programs.

DEA Associate Regional Director Arthur Grubert was
aware that. the New York State Department of Criminal Justice
Services had $8 million of FY 1973 and 1974 unobligated
LEAA funds which would have to be returned to LEAA unless
used..  Mr. Grubert discussed this with Mr. Frank Rogers,
Commissioner of that State agency and confirmed the
presence of those funds..

Mr. Grubert then prepared a draft proposal for the New
York City Police Department to obtain $7.5 million of those
dollars to pay the salaries of the New York Police
Department officers assigned to the Joint Task Force and
Unified Intelligence Division.
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On Oc¢tober 20, 1975, Mxr. Grubert accompanied by
Mr. -James Taylor, First Assistant Commissionexr; New York
Police Depariment, and Mr. Eisdorfer, Organized Crime
Control Buredu, New York Police Department met with
Mr. Frank Rogers to discuss the proposal. Mr. Rogers
indicated that he was sympathetic with the proposal and
would do what he could to help obtain the funds. He
advised that .the City of New York weuld have to submit

" the proposal for consideration. Shortly thereafter

DEA also sent the proposal to the Criminal Justice.
Coordinating Council. The Council is responsible for
handllng all grants for New York City and would have +to
review, prepare and forward the flnal draft to the State
agency.

Additionally, in January,,1976, officials from the
DEA New York Regional Office met with Mr, Richard Parsons,
Associate Director and Counsel, Domes$tic Coyneil, who was
intcrested in what could be done from the federal standp01nt
to assist New York City in the narcotics enforcement area.
DEA recommended that Mr. Parsons support the city's reguest
foxr the $7.5 million and also help the city in obtalnlng
an addltlonal $2.5 million of LEAA money for use in
improving local prosecution efforts. MWew York City officials
did review the proposal, but apparently decided for reasons
they can best explain not to submit it. The Police
Department never advised DEA of the status of the proposal,
nor of any specific problems they may have had with it.

In summary, DEA located available funds, prepared the
draft proposal and paved the way for the New York City
Police Depariment to obtain $7.5 million to offset the
salaries paid to police officers assigned to DEA programs.
New York City never proceeded with the proposal and as
such they lost the opportunity to obtain these funds.

After spending 8 1/2 years in public sexvice, as a

Southern pistrict of New York and as Assoclate Deputy
Attorney General, on Februwaxry 11, 1977, T.will be resigning
to enter the private practice of law in New York City.
During most of those years I have heen deeply invelved in
dealing with the criminal Justice rospon e to the problems
created by drug abuse. While I was in the United States

2
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Attorney's Office I served as Cx‘ef of its Narcotics Unit
and here at the Department of Jultice I have spent a great
deal of time giving whatever guidance and assistance I
could offer to carrying out the Department's responsibilities
for narcotics law enforcement. ~My wife has also spent a
large part of her professional life working in, and then
sipervising narcotics rehabilitation programs for women
addicts in New York city. Thus, I believe I have seen
and experienced enough of the practical effects of this
problem so that I can gualify as an expert. As such, I must
say that I am extremely pleased by the attitude taken by
the Members and staff of this Committee. Too often committees,
Congressional and otherwise; seek publicity rather than
solutions. Your ¢ommittee has avoided the short answer—high
publicity approach and by its display of expertise both on
the part of the Members and staff, and its attempt to deal
with important and difficult problems, it has gained the v
respect of professionals in narcotics law enforcement.

If there is any way you believe I can be of assistance
to the Committee, please do not hesitate to call upon me.

Sincerely,

U Mili)ng;iggggzx\63j>- ?%iuv):ngg\_

Rudolph W. Giuliani
Assoclate. Deputy Attorney General
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