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Table 6. Wholesale Distributors in the Los Angeles HIDTA Region, by Drug, 2008

Distributors

Drugs Distributed

Colombian DTOs

South American heroin, cocaine, and marijuana

Prison gangs

Local independent dealers

Mexican black tar heroin, ice methamphetamine, cocaine, and marijuana

Methamphetamine, cocaine, and marijuana

Source: Inland Narcotics Clearing House; Los Angeles Clearinghouse; Los Angeles Joint Drug Intelligence Group.

Table 7. Retail Distributors in the Los Angeles HIDTA Region, by Drug, 2008

Distributors

Drugs Distributed

Mexican and Caucasian criminal | Powder and crack cocaine, Mexican black tar heroin, marijuana, and ice

groups and independent dealers | methamphetamine

Prison gangs

Ice methamphetamine, Mexican black tar heroin, and marijuana

Source: Inland Narcotics Clearing House; Los Angeles Clearinghouse, Los Angeles Regional Gang Information Network; Los Angeles Joint Drug

Intelligence Group.

typically use digitally encrypted phones, being
fully aware of what law enforcement can and
cannot easily intercept. Although DTOs and street
gang members have coordinated drug transactions
using cellular phones for years, this communica-
tion method reportedly has gained popularity
among prison gang members who are increasingly
smuggling the phones into prisons to further their
criminal enterprises. In addition, “netbagging” or
the use of the Internet and social web sites by traf-
fickers to promote their gang cultures and attract
new members for drug trafficking and other illicit
purposes also is increasing.

African American and Hispanic street gangs
are the primary retail distributors of powder and

crack cocaine, Mexican black tar heroin, mari-
juana, ice methamphetamine, and PCP in the
Los Angeles HIDTA region; however, Mexican
and Caucasian criminal groups and independent
dealers, prison gangs, OMGs, and various other
criminal groups and independent dealers also
distribute significant quantities of illicit drugs at
the retail level in the region, albeit on a smaller
scale. (See Table 7.) The enhanced relationships
forged between members of Mexican DTOs and
criminal groups and members of street gangs,
prison gangs and, to a lesser extent, OMGs has
facilitated increased gang migration to major
drug markets throughout the country, where the
profit potential can often be significantly greater
than it is in the Los Angeles HIDTA region. This
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migration expands the reach of Mexican DTOs
and criminal groups far beyond the Los Angeles
HIDTA region.

DRUG-RELATED CRIME

Many DTOs and criminal groups in the Los
Angeles HIDTA region that distribute illicit drugs
also commit various other crimes—murder, alien
smuggling, kidnapping, and weapons smug-
gling—to further their criminal enterprises and
generate profits. They and their enforcers will
seriously injure or kill rival traffickers as well as
law enforcement and military personnel protect-
ing the California—Mexico border and anyone
else who gets in their way. Although a significant
portion of the violence at and near the border is
centered in Tijuana, Baja California, with over
400 gang-related murders in 2007 alone (higher
than in any other area in Mexico) some of that
violence has already spread into southern Cali-
fornia, threatening law enforcement officers’
safety. (See text box.) For example, in January
2008 drug smugglers ran over and killed a senior
border patrol agent as he was attempting to put
spikes across the road to stop their drug-laden
vehicle from entering southeastern California
from Mexico, the first reported incident of its
kind in at least the last couple years. In addition,
a number of these traffickers obtain their firearms
(including assault-type weapons) by burglarizing
businesses, private homes, and vehicles in the
Los Angeles HIDTA region or by working with
corrupt military and law enforcement officials
in Mexico and, to a lesser extent, the United
States to smuggle weapons into Mexico—many
of which reportedly are used to wage an ongo-
ing war against the Mexican authorities who are
increasingly attempting to dismantle their drug
trafficking operations and other illicit activities.

Street and prison gang members have commit-
ted high levels of violent crime in the Los Angeles
HIDTA region'® since at least 2002, including

16. No agency collects countywide gang-related crime
statistics in the HIDTA region.

Efforts by Mexican Officials in the
Baja California Area

In January 2007 the Mexican Government started
to assign an increasing number of Mexican
military and law enforcement personnel to the
Tijuana, Baja California, area to combat criminal
activities (including drug trafficking) and public
corruption in the area, much of which is associat-
ed with the AFO or Tijuana Cartel. They expanded
those operations in December 2007 to include the
Playas de Rosarito area (near Tijuana). Drug traf-
fickers in the Baja California area reacted violently
to these measures by killing informants work-

ing for the government of Mexico and by killing
local law enforcement and military officers; this
made DTO activities more visible to the public.
Increased visibility, coupled with an increased
number of officers available to interdict illicit drugs
and other commodities in Mexico, may have
forced some traffickers to abandon smuggling
ventures—at least temporarily—through the San
Ysidro POE and other areas they consider pose
an increased risk of apprehension.

assault, homicide, robbery, theft, weapons traf-
ficking, and witness intimidation. Most of these
crimes are attributed to turf battles over drug
distribution territories and the control of illicit
drug distribution within and outside the region.
For example, recent law enforcement reporting
suggests that members of the Mexican Mafia,
upon their release from prison, were killed during
four separate incidents by Surefios gang members,
the result of an alleged power struggle that began
between the two groups in mid-to-late summer
2007 over drug distribution territories.

Methamphetamine, crack, and PCP produc-
ers as well as cannabis cultivators also commit
violent crimes to protect their drug operations and
grow sites from law enforcement detection and
competitors. Many booby-trap their production
sites, a practice that can have fatal consequences
for law enforcement officials as well as innocent
tourists in national forests who unexpectedly
happen upon a cannabis cultivation site or meth-
amphetamine production operation, and may be
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repeatedly pierced with boards full of nails and
encounter other life-threatening traps.

Many drug abusers in the Los Angeles HIDTA
region—particularly methamphetamine abusers—
commit property crimes and identity theft to ac-
quire money to purchase their illicit drug supplies.
For example, officials with the Federal Trade Com-
mission ranked California second in the number
of identity theft victims per 100,000 population in
2007, and a significant number of those victims
(6,084 of 43,892) resided in the Riverside-San
Bernardino-Ontario metropolitan statistical area,
an area well known for its large methamphet-
amine abuser population.

ABUSE

Methamphetamine is by far the principal drug
of abuse in the Los Angeles HIDTA region. Cali-
fornia Outcomes Measurement System (CalOMS)
data—formerly the California Alcohol and Drug
Data System (CADDS) data—indicate that the num-
ber of drug-related treatment admissions for meth-
amphetamine as the primary substance of abuse
in the HIDTA region was significantly higher than
for any other drug, including alcohol, every year
since at least Fiscal Year (FY) 2005. (See Table
8.) Heroin was the second most popular primary
drug of abuse each year during that period but the
number of heroin-related treatment admissions

declined annually during that period. The number
of marijuana-related treatment admissions in the
HIDTA region, which surpassed the number of
cocaine-related treatment admissions for the first
time in FY2005, increased annually from FY2005
through FY2007. The number of cocaine-related
treatment admissions in the Los Angeles HIDTA
region fluctuated at relatively stable levels during
that 3-year period.

ILLicit FINANCE

Mexican DTOs and criminal groups—the
primary money launderers in the Los Angeles
HIDTA region—often smuggle bulk quantities of
cash and monetary instruments generated through
their drug trafficking activities into Mexico using
the same private, rental, and commercial vehicles
used to smuggle illicit drugs into the Los Angeles
HIDTA region. They prefer this method because
smuggling currency and other illicit goods into
Mexico is relatively easy since outbound searches
by CBP officers at POEs usually are limited be-
cause of manpower shortages. They smuggle
additional quantities of bulk drug proceeds using
private and commercial aircraft, ocean freighters,
containerized cargo vessels, and express shipping
into Mexico to be laundered. When their opera-
tions involve containerized cargo, the currency
often is smuggled in vehicles manifested for South
America and Asia. Much of the proceeds they

Table 8. Treatment Admissions in the Los Angeles HIDTA
Region, by Primary Drug of Admittance, FY2005-FY2007?

FY2005 FY2006 FY2007 Total

17,501

Heroin 16,317 14,834 48,652

Methamphetamine 29,198 31,695 29,759 90,652

Source: California Qutcomes Measurement System.
a. Fiscal Year (FY)—July 1 through June 30.
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smuggle are intermingled with proceeds generated
in the other U.S. drug markets that they service.
Once in Mexico, the proceeds often are deposited
into Mexican financial institutions, including casas
de cambio (exchange houses) and banks, for even-
tual physical transportation back to the United
States or electronically through wire transfers and
declared as legal funds. They launder additional
funds through the Black Market Peso Exchange
(BMPE) and/or by structuring deposits (also known
as smurfing). In a typical BMPE exchange, agents
or money brokers in the United States receive pro-
ceeds generated through drug trafficking and other
illicit means, provide those funds to merchants,
usually Colombian, to purchase U.S. goods,
which are then converted into seemingly legiti-
mate funds. Other criminal groups, street gangs,
OMGs, prison gangs, and independent dealers
also transport drug proceeds in bulk from the
region, but to a lesser extent than Mexican DTOs
and criminal groups.

Mexican and various other DTOs and crimi-
nal groups exploit traditional financial institutions
and money services businesses (MSBs) in the Los
Angeles HIDTA region by transferring vast sums
of illicit funds to international locations, includ-
ing Mexico and South America. Their utilization
of this money laundering mechanism is evident
in Los Angeles’ notoriety as a principal area for
Currency Transaction Report (CTR) and Suspicious
Activity Report (SAR) filings in the United States."”
Although these filings may indicate suspicious
activities, the specific origin of illicit funds, such
as drug trafficking or illegal alien smuggling, can-
not be determined, which makes detection by law
enforcement difficult.

17. Financial institutions in the United States are required
to complete Suspicious Activity Reports (SARs) for various
suspicious transactions, including those totaling $5,000

or more that involve potential money laundering violations
or violations of the Bank Secrecy Act (BSA). Financial
institutions and money services businesses (MSBs) in the
United States are required to file Currency Transaction
Reports (CTRs) for all cash and coin transactions exceed-
ing $10,000.

DTOs and criminal groups, primarily Mexican
and Asian, in the Los Angeles HIDTA region also
launder drug proceeds through money transmit-
tal businesses located in their own communities.
Some transfer funds using small, local businesses
or commercial businesses such as Western Union;
others maintain private transmittal businesses to
further their criminal enterprises. Owners of the
large number of money transmittal businesses
in the HIDTA region serve the sizable Hispanic
population in the area by legitimately wiring
money to requesters’ family members in Mexico,
which helps those that use the service for illicit
purposes more easily blend with the high volume
of legal transfers. Additionally, some traffickers,
particularly Asian criminal groups, launder money
through informal value transfer systems (IVTS),®
including hawala, hundi, and fei ch’ien.

Traffickers in the Los Angeles HIDTA region
also regularly launder illicit proceeds through a
variety of other methods. They commonly com-
mingle illicit proceeds with funds from legitimate
businesses such as automobile dealerships, retail
stores, real estate companies, and restaurants;
purchase high-value assets with the funds; and
use gaming casinos to launder drug proceeds.
Traffickers also are using the Internet more often
to launder money using electronic pay and/or
transferring accounts. The anonymity afforded by

18. Informal value transfer systems (IVTS) refer to any
network or mechanism that can be used to transfer funds
or value from place to place either without leaving a
formal paper trail of the entire transaction or without going
through regulated financial institutions. IVTS are legitimate
businesses and are considered to be official MSBs. They
must register with Financial Crimes Enforcement Network
(FInCEN) and are subject to the same regulatory require-
ments as all other MSBs. Nonetheless, many of them may
be unregistered and operate without the scrutiny of law
enforcement. This type of IVTS is commonly referred to as
a hawala—an Arabic word meaning transfer—and is based
on trust. Hawalas usually provide money transfers to and
from areas in which modern financial services are often
unavailable, inaccessible, or unaffordable. Hawala busi-
nesses may be operated at virtually any business location
or private residence that has access to a communications
network; modernized or contemporary hawalas use the
services of traditional financial institutions.
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Internet transactions allows traffickers to launder
drug proceeds with minimal risk of law enforce-
ment detection.

OuTLOOK

Mexican DTOs and criminal groups operating
in the Los Angeles HIDTA region have become in-
creasingly more prominent in national-level drug
distribution, expanding their market share and
dominance. No other trafficking group currently
is positioned to challenge their dominance in the
near term, principally because of their proximity
to the Southwest Border, their strong affiliations
with Mexican and Colombian drug sources, their
businesslike approach to drug trafficking and
other illicit activities, and their well-established
transportation routes and distribution networks
throughout the country. However, their high and
increasing levels of violence—particularly against
law enforcement and military personnel in north-
western Mexico that are attempting to curtail
their illicit activities—may impact their ability to
move the same quantities of illicit drugs across
the Southwest Border that they once did. Several
indicators suggest that drug flow from Mexico to
and through the Los Angeles HIDTA region and
other Southwest Border areas is already being im-
pacted and, although the current impact to the Los
Angeles HIDTA region is relatively minimal, the
continual losses of significant drug loads and drug
proceeds very likely will force Mexican traffickers
to rethink the way they smuggle illicit drugs into
the United States, including into the Los Angeles
HIDTA region. As a result, some of these traf-
fickers may enhance their drug operations and
manpower along the East Coast and other areas
where they feel drug smuggling enforcement is
comparatively minimal. Those that choose to
reroute their shipments may rely on well-known
transit areas through the Caribbean for distribution
in East Coast markets and the rest of the country.
The same Mexican DTOs and criminal groups that
control drug trafficking in and from Los Angeles
HIDTA region very likely will maintain control
over any such changes.

Street gang migration into suburban and rural
communities very likely will become increas-
ingly problematic as gang members can no longer
afford to reside in Los Angeles and other areas
where housing is expensive. The limited number
of law enforcement resources in these suburban
and rural areas will very likely become overtaxed
in gang-related activities alone. In addition, their
inexperience in dealing with gang-related crimes
at levels similar to that which has consistently
occurred in Los Angeles most likely will help
gang-related criminal activities flourish for much
longer than would be expected in the heavily
enforced inner-city Los Angeles neighborhoods.
To compound that threat, an increased interest by
gang members in recruiting members with military
training poses serious threats to the law enforce-
ment officers who are not similarly trained. Absent
enhanced law enforcement training that is based
on military principles, the death rate attributed to
gangs that distribute illicit drugs and commit other
crimes very likely will escalate, possibly dramati-
cally, in the next year or two.

The Los Angeles HIDTA region will continue
to be the principal source for PCP and a sig-
nificant source for methamphetamine available
throughout the country over the next year. The
Mexican DTOs and criminal groups that still pro-
duce methamphetamine in the HIDTA region very
likely will continue to explore alternative produc-
tion methods that are not as heavily scrutinized as
are the current production processes they use—
increasingly after January 2009 when Mexican
authorities institute a zero tolerance policy restrict-
ing pseudoephedrine products even for legitimate
ailments. The amount of PCP produced in the
HIDTA region will most likely remain at current
levels since demand for the drug has remained
relatively stable. However, if the demand for PCP
increases in the United States, then it is highly
probable that PCP production in the Los Angeles
HIDTA will increase to meet that demand, pri-
marily because no other producers in the country
have attempted to curtail the dominance of PCP
producers in the Los Angeles HIDTA region.
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The first AVM was introduced in Los Ange-
les on January 24, 2008; however, a number of
other AVMs have since been utilized, and it is
only a matter of time, possibly months, before law
enforcement officers discover that drug traffickers
will exploit the protections offered through Propo-
sition 215 using these machines in the same way
that they have exploited the law by opening medi-
cal marijuana dispensaries and clinics.
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