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INTRODUCTION

ThisReport to Congressis submitted pursuant to the Ethicsin Government Act of 1978, which
requires that the Department of Justice report annually to Congress on the operations and activities of
the Department's Public Integrity Section. The Report describes the Section's activities during 1999.
It also provides statistics on the nationwide federal effort against public corruption during 1999 and
over the previoustwo decades.

The Public Integrity Section was created in 1976, consolidating in one unit of the Criminal
Division the Department's oversight respons bilities with respect to the prosecution of criminal abuses
of the public trust by government officids. Section attorneys prosecute selected cases involving
federd, state, or local officials, and also provide advice and assistance to prosecutors and agentsin the
field regarding the handling of public corruption cases. In addition, the Section serves as the Justice
Department'scenter for handling variousissuesthat may ariseregarding public corruption statutesand
cases.

In 1978 the Section was given the responsibility of administering the Independent Counsel
provisions of the Ethics in Government Act, an extremely sensitive area of federal law enforcement
focusing on criminal allegationsagainst top officia sof thefederal executivebranch. Over the next two
decadesthe Section handled theinitial review of allegationsraising questionsunder the Act, conducted
preliminary investigations when warranted, and made recommendations to the Attorney Generd asto
whether appointment of an independent counsel was required in specific cases. When the Act expired
on June 30, 1999, the Department addressed thisarea of criminal 1aw enforcement through regulations
that set forth the Attorney Generd'sdiscretionary authority toappoint aspecial counsel in certain cases.
The Section was given the responsibility to assist in the handling of allegationsraising questionsunder
the regulations.

In 1980 an El ection Crimes Branch was created within the Section tosupervisethe Department's
nationwide response to election crimes, another form of corruption offense with sensitive law
enforcement overtones. The Branch reviews all major election crime investigations throughout the
country and all proposed criminal charges relating to election crime.

Lee J. Radek continued to serve as Chief of the Section throughout 1999. The Section
maintained a staff of approximately 25 attorneys, including experts in extortion, bribery, election
crimes, and crimind conflicts of interest.

Part | of the Report discusses the operations of the Public Integrity Section and highlightsits
major activitiesin 1999. Part |1 describesthe cases prosecuted by the Sectionin 1999. Part I11 presents
nati onwide databased onthe Section’ sannual surveysof United States Attorneysregarding thenational
federal effort to combat public corruption from 1980 through 1999.
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PART I

OPERATIONAL RESPONSIBILITIES OF
THE PUBLIC INTEGRITY SECTION

A. RESPONSIBILITY FOR LITIGATION

The work of the Public Integrity Section focuses on crimes involving corruption by public
officids-- that is, abuses of the public trust by government officials. Most of the Section's resources
are devoted to the supervision of investigationsinvolving aleged corruption by government officials
and to prosecutions resulting from these investigations. Decisions to undertake particular matters are
made on a case-by-case basis, based on Section resources, the type and seriousness of the allegation,
the sufficiency of factual predication suggesting criminal conduct, and the availability of federal
prosecutive theories to reach the conduct. Cases handled by the Section fal primarily into the
following four categories:

1. Recusals by United States Attorneys' Offices

As reflected in the statistical charts in Part 111, the vast majority of federal corruption
prosecutions are handled by the local United States Attorney's Office for the geographic district where
the crime occurred. However, at times prosecution of aparticular corruption case by the local United
States Attorney’ s Office may be inappropriate.

Public corruption cases tend to raise unique problems of public perception that may be absent
in more routine criminal cases. An investigation of the alleged corruption of a government official,
whether at the federal, state, or local level, always has the potential to be high-profile, ssmply because
itsfocus is on the conduct of a public officid. These cases may also be politically sengtive because
their ultimate targets tend to be politicians, or agents or employees of politicians.

To be successful, public corruption cases require that both the appearance and the redity of
fairnessand impartiality be maintained. Therefore, if the United States Attorney or aprosecutor in his
or her office has had a significant business, social, political, or personal relationship with a subject or
principal witness in a corruption investigation, it may be difficult, and often inappropriate, for that
office to handle the invegtigation. Cases involving corruption dlegations in which the conflict is
substantial are usually referred to the Public Integrity Section either for prosecution or direct
operational supervision.

Allegations of criminal misconduct by federal judges and other judicial officersamost always
require local recusal, a procedure through which the United States Attorney steps aside as primary
prosecutor. There are important policy and practical reasons for recusal by the local office in these
cases. In addition to possible professional or social tieswith ajudge who isthe subject or target of the
investigation, local prosecutorsarelikely to haveofficial responsibilitiesbeforethejudgeontheir other
cases, both during and after the investigation. Having the case handled outside the local office
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eliminatesthe possible appearance of bias, aswell asthe practical difficultiesand the awkwardnessthat
would arise if a prosecutor investigating ajudge were to appear before the judge on other matters.
Thus, as a matter of established Department practice, judicial corruption cases generally are handled
by the Public Integrity Section.

Similar concerns regarding bias also arise when the target of an investigation is a federd
prosecutor, or afederal investigator or other employeeassigned to work in or closely with aparticul ar
United States Attorney's Office. If an Assistant United States Attorney were to investigate a fellow
AUSA in the same office, the public may well question the vigor and impartiality of the investigation.
Thus, casesinvolving United States Attorneys, AUSAS, or federal investigators or employeesworking
with AUSAs in the field generdly result in arecusal of the local office. These cases are typicdly
referred to the Public Integrity Section, where they constitute a significant portion of its caseload, as
can be seen from areview of the cases described in Part 11.

During 1999 the Section handled a number of significant cases as a result of recusals. For
example, one of these casesinvolved a scheme to attack the integrity of the federal court system by
leveling fal se accusations against afederd judgein Floridato disqualify the judge from presiding over
apending criminal case. Two defendants pled guilty to obstruction of justice and related charges, a
third was convicted at trial, and the lead defendant was sentenced to ten years of imprisonment.
Another recusa case culminated in a 30-month prison sentence for a paralegal inthe Nevada United
States Attorney's Office for embezzling over one million dollars from the government over aten-year
period.

2. Sensitive and Multi-District Cases

In addition to recusal s, the Public Integrity Section also handlestwo other special categories of
cases. At therequest of the Assistant Attorney General of the Criminal Division, the Section handles
cases that are highly sensitive and cases that involve the jurisdiction of more than one United States
Attorney's Office.

Cases may be sensitive for any number of reasons. Because of itsimportance, aparticular case
may require close coordination with high-level Department officials. Alternatively, it may require
substantial coordinationwith other federal agenciesin Washington. Thelatter includescasesinvolving
classified information, which require careful coordination with the intelligence agencies. Sensitive
cases aso include those that are so politically controversial on a local level that they are most
appropriately handled out of Washington.

The Section handled anumber of casesof thissortin 1999. One caseresulted in the conviction
of asenior State Department official for a criminal conflict of interest. During 1999 the Section also
resolved conflict of interest allegations against a number of high-level government officials, with the
concurrence of the Civil Division, by civil settlements. These cases included an Assistant Secretary
of State and a Deputy Inspector General of the Defense Department.



During 1999 the Public Integrity Section also handled, along with the Criminal Division'sFraud
Section, the Department's investigation of alleged corruption relating to Salt Lake City's bid for the
2002 Winter Olympics. This joint investigation resulted in the 1999 tax conviction of a Utah
businessman and the 1999 indictment of the son of one of the members of the Internationa Olympic
Committee on fraud charges, and is still ongoing.

During the year the Section also remained actively involved in the Department’ sinvestigation
of alleged campaign-financing violations relating to the 1996 presidential election. In late 1996 the
Attorney General established a task force to investigate these allegations. In 1999 several Section
attorneys were detailed to the task force, and significant Section resources were devoted to task force
matters, including the analysis of legal issues raised by the allegations and the review of proposed
campaign-financing charges stemming from the task force investigation.

Thethird category of special caseshandled by the Section, multi-district cases, are simply cases
that involve allegations that crossjudicial district lines, and hence fall under the jurisdiction of two or
more United States Attorneys Offices. In these casesthe Section is occasionally asked to coordinate
the investigation among the various United States Attorneys Offices, or, when appropriate, to assume
operational responsibility for theentire case. For example, in 1999 the Section handled amulti-district
caseinvolving allegations that fal se documents were submitted in connection with federal civil cases
pending in the Eastern and the Western Districts of Wisconsin. Two employees of the Environmental
Protection Agency wereindicted in 1999 on obstruction of justice and perjury chargesrelaing to this
case.

3. Federal Agency Referrals

In another area of major responsibility, the Section handles matters referred to it directly by
federal agencies concerning possiblefederad crimes by agency employees. The Section reviewsthese
allegations to determine whether an investigation of the matter iswarranted and, ultimately, whether
the matter should be prosecuted.

Agency referrals of possible employee wrongdoing are an important part of the Section's
mission. The Section works closely with the Offices of Inspector General for the executive branch
agencies, and als0 invests substantid time in training agency investigators in the statutes involved in
corruption cases and the investigative approachesthat work best in these cases. Thesereferralsrequire
close consultation with the agency 1G’s Office, prompt prosecutive evaluation, and, when a referral
warrants investigation, coordination of joint investigations among the FBI, the IG, and any other
investigative officethat may beinvolved. 1n 1999, areferral from the Federal Aviation Administration
led to theindictment of an FAA officid for theft and computer fraud relating to hisconversion of over
$30,000 of federal funds. Another agency referral, from NASA, resulted in the 1999 conviction of a
senior NASA officia for theft from the government. Both of these cases are examples of successful
|G investigations.

Another 1999 corruption casethat arose out of an agency referral involved ascheme by asenior
official of the Federal Highway Administration and his wife to steer multi-million dollar government
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research contracts to favored contractors in return for more than $170,000 in personal loans and
consulting contracts. The case was jointly investigated by the FBI and the Department of
Transportation's Office of Inspector Genera and resulted in the indictment of the couplein 1999 on
bribery, fraud, and kickback charges. Both subsequently pled guilty.

During the year the Section also continued to focus particular attention on referrals from the
intelligence agencies. Matters involving employees of these agencies may be unusually sensitive,
requiring high-level security clearances and the gpplication of specialized statutes. For example, a
referral from the Central Intelligence Agency led to the 1999 conviction of a CIA supervisor for
misusing her access to CIA credit cards to steal over $30,000 from the government. As a result of
another intelligence agency referral, asenior CIA official agreed to return $48,700 to the government,
which was the profit made by his spouse on the exercise of certain stock options, to resolve a civil
complaint charging that the official violated afederal conflict of interest law by acting officialy ina
matter in which his spouse had afinancial interest.

4. Requests for Assistance; Shared Cases

The final category of casesin which the Section becomesinvolved are cases that are handled
jointly by the Section and a United States Attorney’ s Office or other component of the Department.

Joint responsibility for a case occurs for a number of reasons. At times the available
prosecutorial resources in a United States Attorney's Office may be insufficient to underteke sole
responsibility for asignificant corruption case. Inthesecasesthelocal officemay request theassistance
of an experienced Section prosecutor to share responsibility for prosecuting the case. I1n addition, on
occasion the Section may be asked to provide operational assistance or to assume supervisory
responsibility for acasedueto apartial recusal of thelocal office. Finaly, the Public Integrity Section
may be assigned to superviseor assist with acaseinitially assgned to another Department component.

In 1999 the Section shared operational responsi bility inanumber of significant corruption cases.
Oneexampleisthe ongoing investigation of Salt Lake City'sbid for the 2002 Winter Olympics, which
is being handled by the Public Integrity Section and the Criminal Division's Fraud Section. Another
exampleis abribery case relating to Defense Department shipping contracts, which is being handled
by the Section and the United States Attorney’ s Office for the Eastern District of New Y ork.



B. SPECIAL SECTION PRIORITIES

In addition to the general responsibilities discussed above, in 1999 the Public Integrity Section
also wasinvolved in anumber of additional priority areas of criminal law enforcement. These areas
are discussed below.

1. Special Counsel and Independent Counsel Matters

During thefirst half of 1999, the Section continued to administer the Independent Counsel Act,
codified at Title 28 of the United States Code, Sections591-599. Over the past twenty yearsthe Public
Integrity Section had been responsiblefor supervising theadministration of the Act, which requiredthe
Attorney General to decide whether a criminal allegation involving a top official of the executive
branch of the federal government, such asthe President or one of his senior advisorsor Cabinet heads,
must be investigated by someone outside the Department of Justice. This decision had to be madein
ashort period of time, and without the benefit of normal investigativetools, such asgrand jury process
and plea bargaining.

The purpose of this legidlation was to ensure both the appearance and the reality of impartial
prosecutive decisions concerning the President and high-level government officias who serve the
President. Its premise wasthat the Attorney Generd of the United States, who was appointed by and
served under a sitting President, could not investigate criminal allegations involving the President or
his senior staff with the impartial vigor that would be required of all prosecutors.

On June 30, 1999, the Act expired. Until its expiration independent counsel matters continued
to be treated as the highest priority of the Section. These matters were always potentially serious as
well as politically sensitive, because by definition they concerned possible crimes by top government
officids. Inaddition, they were often factually complex, and required resolution of complex or novel
legal issues. However, the Act’s constraintsrequired that the attorneys and supervisors handling these
matters make difficult decisions without the benefit of a fully developed factual record with which
prosecutors in corruption matters are accustomed to dealing.

In the spring of 1999, the Department of Justice recommended to the Congressthat it allow the
Act to expire without reauthorization. It concluded, based on our two decades of experience with the
Act, that it was not fulfilling its original goals, and that its costs far outweighed its benefits. In June
1999, following extensive congressiona hearings largely supportive of the Department's position,
Congress allowed the Independent Counsel Act to lapse. However, the Act continued in effect with
respect to those independent counsel investigations that were ongoing at the time.

Whenthelndependent Counsel Act expired, the Attorney General adopted regulationsto replace
the Act. Theseregulations, setforth in Part 600 of title 28 of the Code of Federal Regulations, describe
the Attorney General's discretionary authority to appoint aspecid counsel when the Attorney General
concludes that extraordinary circumstances exist such that the public interest would be served by
removing alarge degree of responsibility for amatter from the Department of Justice. During thelatter



half of 1999, the Public Integrity Section assisted in handling mattersthat rai sed questionsunder these
regulations.

In addition, during 1999 the Section al so continued to serve asthe principal liaison between the
various independent counsels and the Department of Justice. Some of these independent counsel
Investigations absorbed substantial Section resources. The Section also handled independent counsel
inquiries concerning legal issues, Departmental policies, requests for documents, and interviews of
Departmental personnel.

2. Election Crimes

Another Section priority isits supervision of the Justice Department's nationwide responseto
election crimes. Headquarters oversight of el ection mattersisintended to ensurethat the Department's
nationwide response to election crime mattersis uniform, impartial, and effective. When the Public
Integrity Sectionwascreated in 1976 thisoversight responsibility wasassigned to the Section. 1n 1980,
an Election Crimes Branch was created within the Section to handle this supervisory responsibility.
Its Director handles the mgority of the Branch’s responsibilities.

TheElection CrimesBranch overseesthe Department'shandling of all election crimeallegations
other than those involving civil rights violations, which are supervised by the Voting Section of the
Civil RightsDivision. Specifically, the Branch supervisesfour types of corruption cases: crimesthat
involve the voting process, crimes involving the financing of federal election campaigns, crimes
relating to political shakedowns and other patronage abuses, and illegal 1obbying with appropriaed
funds. Vote frauds and campaign-financing offenses are the most significant and dso the most
common types of election crime.

Theelection-related work of the Section and its El ection Crimes Branch fallsinto thefollowing
categories:

a Consultation and Field Support. Under long-established Department procedures, the
Section'sElection CrimesBranch reviewsall major election crimeinvestigationsand all electioncrime
charges proposed by the various United States Attorneys Officesfor legal and factual sufficiency. In
addition, the Branch reviews all proposed investigations concerning alleged violations of the Federal
Election Campaign Act (FECA), 2 U.S.C. 8§ 431-455.

The Section’s consultation responsibility for election matters includes providing advice to
prosecutors and investigators regarding the application of federal criminal lawsto election fraud and
campaign-financing abuses, and the most effective investigative techniques for particular types of
election offenses. It also includes supervising the Department's use of the federal conspiracy and false
statements statutes (18 U.S.C. § 371 and § 1001) to address aggravated schemes to subvert the
campaign-financing laws. 1n addition, the Election Crimes Branch helps draft el ection crime charges
and other pleadings when requested. During 1999, the Branch devoted significant resources to
reviewing proposed campaign-financing charges that grew out of the Department’'s Campaign
Financing Task Force investigation.



As noted above, vote fraud and campaign financing violations are the most common election
crimes. 1n 1999 the Election Crimes Branch assisted United States Attorneys' Officesinthefollowing
States in both of these areas of law enforcement:

* Votefrauds. The Branch assised United States Attorneys Offices in Alabama, Arkansas,
Guam, Hawaii, lllinois, Indiana, Kentucky, L ouisiana, Michigan, Minnesota, Missouri, North Dakota,
Ohio, Pennsylvania, South Carolina, Texas, Utah, theVirginlslands, and West Virginiaininvestigating
vote fraud mattersthat arose in their respective districts. A number of theseinvestigations ultimately
resulted in convictions. For example, in Knott County and Wayne County, Kentucky, vote-buying
cases were investigated jointly by federal and state authorities and resulted in jury convictions and
significant prison sentencesfor vote-buying. And in Green County, Alabama, several local officials
and prominent citizenswere convicted for their involvement in a scheme to obtain absentee ballotsfor
voters and cast them without the voters consent.

* Campaign-financing crimes. The Branch continued its effortstoassistintheimplementation
of anationwide enforcement strategy for aggravated violations of the Federal Election Campaign Act.
Aspart of thiseffort, the Branch assisted United States Attorneysin Alabama, California, the District
of Columbia, Georgia, lllinois, Massachusetts, Montana, New Jersey, Nevada, New York,
Pennsylvania, Texas, and Virginiain the implementation of this strategy for casesin their respective
districts. For example, the Branch asssted the United States Attorney's Office for the District of
Montanain convictingacompany called M S, Inc. for illegally laundering over $9,000 to thered ection
campaign of Senator Kit Bond of Missouri through fictitious bonusesto its employees. The company
agreed to pay acriminal fine of $97,500, and al so agreed to tender acivil penalty to the FEC of $19,500
to resolveits civil liability, which was accepted by the Commission.

b. Litigation. On occasion Section attorneys prosecute selected dection crimes, either by
assuming total operationa responsibility for the case or by handling the case jointly with a United
States Attorney’ s Office.

For example, during 1999 the Section handled a campaign-financing case involving illegal
contributions by a California businessman to the 1994 reelection campaign of Senator Edward
Kennedy. The case grew out of the Section's earlier prosecution of two Democratic Party fundraisers
for making illegal contributions to severd federal campaigns. This case is described in the Election
Crimes section of Part 11 of this Report.

c. Inter-Agency Liaison. TheElection CrimesBranchistheformal liai son between the Justice
Department and the Federal Election Commission, which, as noted above, shares enforcement
jurisdiction with the Department over aggravated campaign-financing violaions. The Branch aso
serves as the Department's point of contact with the United States Office of Specid Counsel (OSC).
The OSC has jurisdiction over noncriminal violations of the Hatch Act, 5 U.S.C. 88 7321-7326, 88
1501-1508, which may also involve criminal patronage abuses that are within the Department's
jurisdiction.




3. Conflicts of Interest Crimes

Conflicts of interest is a wide-ranging and complex area of law, with many layers of
administrative and oversight responsibility. Moreover, the federal criminal conflicts of interest laws
overlap to some extent with the sometimes broader ethicsrestrictionsimposed by civil statutes, agency
standardsof conduct, Presidential orders, and, inthe case of attorneys, bar association codes of conduct.

The Public Integrity Section’s work in the conflicts areafalls into the following categories:

a. Criminal Referra sfrom Federal Agenciesand Recusds. The Section'scriminal enforcement
role comesinto play with respect to a narrow group of conflicts of interest matters, namely, those that
involve possible criminal misconduct proscribed by one of the federal conflicts of interest statutes.
These crimes are codified in Sections 203 through 209 of the federal criminal code and are prosecuted
either by a United States Attorney's Office or by the Public Integrity Section.

Conflicts of interest matters are often referred to the Section by the various federal agencies.
If investigation of areferral iswarranted, the Section coordinates the investigation with the Inspector
General for the agency concerned, the FBI, or both. If prosecution iswarranted, the Section prosecutes
the case. Also, asnoted below, on occasion acriminal conflictsreferrd may warrant civil disposition
inlieu of prosecution. Inthese cases the Section handlesthe civil settlement, in consultation with the
Civil Division.

The Section aso handles recusals and special assignments involving conflicts matters. For
example, during 1999 the Section was assigned to investigate a conflict of interest allegation againgt
a Justice Department offidal. The matter ultimately was resolved by a civil settlement.

In 1999, referralsof conflictsallegationsfrom the State Department and the United States Postal
Service led to two crimina conflicts convictions. During the year the Section also resolved three
additional agency conflicts referrals through civil settlements. This civil enforcement option for
conflicts of interest mattersis discussed below.

b. Civil Enforcement for Conflicts of Interest. During 1999 the Section continued its
implementation of an eff ectiveenforcement strategy for conflictsmattersthat isdesigned to accomplish
the objectives of criminal enforcement while conserving prosecutoria and government resources.
Under the federal crimina code, violations of the crimina conflicts of interest statutes may be
addressed through civil sanctions as well as criminal prosecution. 18 U.S.C. § 216. The tiered
remediesfor conflictsviolationsreflect congressional recognition that many conflictsviolationsdo not
warrant criminal prosecution, yet nevertheless raise serious public policy and law enforcement
concerns. In addition, the civil enforcement option for conflicts mattersis particularly useful in those
caseswhere proof of therequisite criminal intent to support criminal prosecutionisdifficult to establish
beyond areasonable doubt. The Section hasaccordingly used the statutory civil option in appropriate
cases. The goa of this strategy is to encourage compliance with the law by achieving timely,
predictable, and appropriate resolution of conflicts allegations while at the sametime making it clear
that violations are not tolerated.




In 1999, as noted above, the Section’ s conflicts of interest casesincluded four conflicts matters
that were resolved under this enforcement strategy. These cases involved an Assistant Secretary of
State, aDeputy Inspector General of the Defense Department, an official of the CIA, and an official of
the Justice Department. In each case the Section obtained, with the approval of the Civil Division, a
civil settlement that included a civil payment. These cases are described in Part 11.

c. Coordination. The Public Integrity Section works closely with the United States Office of
Government Ethicsto coordinate conflicts of interest issueswith other executive branch agencies and
offices. The purpose of this coordination isto ensure that the Administration’ soverall legislative and
enforcement effortsin this area are both complementary and consistent. OGE has broad jurisdiction
over noncriminal conduct by executive branch personnel, as well asthe authority to provide guidance
concerning thecoverageof thefedera criminal conflictsof interest statutes. The Section'scoordination
with OGE ensuresthat consistent guidance is provided with respect to the overlapping criminal, civil,
and administrative interests implicated by the satutory and regulatory restrictions,

C. LEGAL AND TECHNICAL ASSISTANCE

In addition toitslitigation and oversight responsibilities, the Public Integrity Section provides
legal and technical assistanceto variousfederal, state, and local law enforcement agencies, aswell as
to other Departmentsand international organizations, on public corruptionissues. In 1999the Section’s
assistance fell into the following general areas:

1. Training and Advice

The Public Integrity Section is staffed with specialists who have considerable experience
investigating and prosecuting corruption cases. Section atorneysparticipateinawide range of formal
training events for federal prosecutorsand invegtigators. They are also available to provide informal
advice on investigative methods, charging decisions, and trial strategy in specific cases.

The Section helps plan and staff the annual public corruption seminars sponsored by the
Attorney General’ sAdvocacy Institute. Speakersat these seminarstypically includeboth the Section's
senior prosecutors and Assistant United States Attorneys from the field who have handled significant
corruption cases. Theseminarsprovidetraining for federal prosecutorsand investigatorsinthe statutes
most commonly used in corruption cases, guidancein the use of the complex and difficultinvestigative
techniques necessary to investigate government corruption, and advice from experienced prosecutors
on conducting corruption trids. In 1999, the Section Chief assisted in a week-long corruption
conference in South Carolina on topics that included initiating corruption investigations, charging
corruption offenses, sentencing issues, proactive investigative technigues, and election crimes.

The Section also participates in training events sponsored by other federd departments or
agencies. The Section designed and taught a course at the Federal Law Enforcement Training Center
for investigators in the Offices of Inspectors Generad on conflict of interest crimes and provides
instructors for the annual ethics training programs of the United States Office of Government Ethics.
The Section dso makes periodic presentations to other federal agencies on corruption investigations
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and prosecutions. In 1999, the Section briefed officials of the Commerce Department, Health and
Human Services Department, State Department, Treasury Department, the V eteran's Administration,
the United States Agency for International Devel opment, and the United States Information Agency.
In addition, the Section’s Principal Deputy Chief addressed the Annual Conference of the Assistant
Inspectors General for Investigation Association of the President’ s Council on Integrity and Efficiency
and the Executive Council on Integrity and Efficiency on corruption issues and conflicts of interest
enforcement.

Finally, the Section’s Election Crimes Branch lectures at training seminars for state and locd
election officids on the Department’ s enforcement responsbilities in the area of election crimes. In
1999, the Election Crimes Director also addressed the Election Center, a nonprofit organization that
trains newly elected county voter registrars, and the Council on Government Ethics Laws on the
detection and prosecution of election fraud.

2. Adyvisor to President's Council on Integrity and Efficiency and
Executive Council on Integrity and Efficiency

ThePublic Integrity Section serves, pursuant to Executive Order 12993, signed by the President
on March 21, 1996, aslegal advisor to the Integrity Committee of the President's Council on Integrity
and Efficiency (PCIE) and the Executive Council on Integrity and Efficiency (ECIE). The PCIE/ECIE
Is abody composed of the Inspectors General of the various agencies of the executive branch of the
federal government. The Integrity Committee of the PCIE/ECIE was charged by the Executive Order
with handling allegations against Inspectors General and senior members of their staff.

In addition, the Integrity Committee was charged with establishing policies and procedures to
ensureconsistency inconducting administrativeinvestigations. Theyear afteritscreation, thentegrity
Committee approved the “Policy and Procedures for Exercising the Authority of the Integrity
Committee.” The Procedures, drafted with the assistance of the Public Integrity Section, provide a
framework for the investigative function of the Integrity Committee. Allegations of wrongdoing by
|Gs and their senior staff are initially reviewed by the Public Integrity Section for potential criminal
prosecution. In noncriminal matters, the Procedures guide the Committee’ s discretion to investigate
the alleged misconduct and to report on its findings. The Public Integrity Section also advises the
Integrity Committee on matters of law and policy relating to its investigations.

In 1999, growing out of its work with the PCIE, the Section handled a conflicts of interest
alegation against the former Deputy Inspector General of the Department of Defense, which was
ultimately resolved by acivil settlement and fine. This caseissummarized in Part Il.

3. Southwest Border Initiative

During 1999 the Section continued to provide limited assisance tothe Department's Southwest
Border Initiative, an ongoing multi-agency effort to increase the federal government's success in
combating a variety of offenses occurring dong our Southwest border with Mexico. Offices and
agencies participating in this initiative indude the various United States Attorneys Offices whose
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jurisdiction includes the Southwest border, the FBI, the Drug Enforcement Agency, the Immigration
and Naturalization Service, the United States Customs Service, and the Criminal Investigative Division
of the IRS.

Theoriginal purposeof the Section’ sinvolvement inthe Southwest Border Initiativewastohelp
address one of the Initiative’ s immediate goal's, which was to improve coordination and cooperation
among federd law enforcement agenci es concerning corruption offensesal ong the country's Southwest
border. A long-range goal of the Initiative is to increase the federal government’ s ability to detect,
investigate, and prosecute border corruption cases.

During 1999 the Section participated in meetings of the Southwest Border Council, a group
consisting of the United States Attorneys for each of the Southwest border districts as well as senior
representativesfrom themajor federal law enforcement agencieswith responsibility for theborder area.

4. International Advisory Responsibilities

The Section's responsibilities in the area of international lawv enforcement have increased
dramatically over the past few years, as the Department's international law enforcement efforts have
increasingly expanded. In addition to its routine briefings of foreign delegations on United States
public corruption issues, the Section has become increasingly involved in supporting United States
effortsto assist the international community in its efforts relating to combating public corruption in
foreign countries and at the international level. Thiswork includes both participation in international
proceedings and coordination with other components of the Justice Department and other federal
departments on the Administration's position in this area.

During 1999, thefocus of the Section'sinternational activities continued to bethe ongoing anti-
corruption efforts by the Council of Europe. The Section heads an interagency working group in
connection with the Council's Criminal Law Convention and the Group of States Against Corruption.
In addition, during the year the Section hosted the Council delegation that met with representatives of
the Justice, State, Treasury, and Commerce Departments relating to the Council's proposed anti-
corruption convention and monitoring mechanisms.

During the year the Section also continued to participate in matters relating to the anti-
corruption efforts of the Southeast Europe Stability Pact, the Organization for Security and Co-
operation in Europe, and the Organization for Economic Co-operation and Development.

In addition, the Section is a member of the Vice Presdent’s International Initiative Against
Corruption Sub-Group on Corruption. During the year the Section played amajor role in developing
the agenda and objectives of the Vice President’s 1999 Globa Forum on Fighting Corruption, which
was held in Washington and attended by 89 countries. As part of this effort, the Section drafted and
advocated a statement of "Guiding Principles’ for the Forum participants, which was accepted after
weeks of interagency negotiations as the mog effective strategy to achieve United States objectives.
Planning for a follow-up Global Forum in the Netherlands scheduled for the spring of 2001 is
underway.
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In 1999 the Section also continued to work closely with the State Department on developing
the United States position on a United Nations code of conduct and on the implementation of the anti-
corruption treaty of the Organization of American States. During the year the Section also continued
to support the effortsof other agencies, such asthe United States Office of Government Ethics, to assist
foreign governments and institutions in implementing effective measures desgned to deter public
corruption.

In 1999, the Section's management and senior prosecutors made nine internationd trips in
connection with anti-corruption efforts by foreign governments and internaional organizations. The
Section's Chief traveled to Caracus, Venezuel g, at theinvitation of Venezuela's President to brief high-
level officids on corruption issues, and met with the Venezuela Supreme Court to discuss efforts to
combat judicial corruption. The Section’s Principal Deputy attended four international proceedings
during the year, participating in the Council of Europe’'s Multidisciplinary Group On Corruption
proceedings in Strasbourg, France; the Organization for Security and Co-operation in Europe's '99
Summit in Istanbul, Turkey; the Internationd Law Enforcement Academy's Senior Criminal Justice
Program on Corruption in Bangkok, Thailand; and representing the United States at the United Nations
Crime Prevention and Criminal Justice Commission Experts Group Meeting in Paris. In addition,
senior Section prosecutorstraveled to Cyprusto represent the United States at the Council of Europe's
Fourth Annual Conference of Specialized Servicesin the Fight Against Corruption, and to Russiaand
the Republic of Georgiato address high-level officialson corruption issues. Alsoin 1999 the Section's
Election Crimes Director traveled to Kyrgyz, in Central Asia, at the invitation of the Organization for
Security and Co-operation in Europe, where he presented a two-day workshop attended by over 250
Kyrgyz judges, prosecutors, and election officias on election crimes and the adjudication of election
disputes.

As noted above, Section experts also routinely addressvisiting foreign officialsin connection
with the detection and prosecution of public corruption offenses. During 1999 the Section made
presentations to public officials from Egypt, Japan, Mongolia, the People's Republic of China, the
Republic of Haiti, the Republic of Latvia, Turkey, the Ukraine, and Vietnam. In 1999 the Section's
Principal Deputy also joined an Assistant Secretary of Stateinalive USIA TV broadcast to Asiafrom
the Voice of America's Washington headquarters on corruption-related i ssues.

During 1999 the Section’ s Election Crimes Branch also continued itsinternational assistance,
participating in a Department-wideeffort to provide enhanced training and |aw enforcement assistance
to other naions. The Branch participated in official exchanges with foreign election officials and
lawmakers to share expertise on the investigation and prosecution of election crimes. These
presentationswere conducted under the auspi ces of the Federal Election Commission, the United States
Information Agency, and the Justice Department’s Office of International Affairs and Office of
Professional Development and Training. 1n 1999 the Branch addressed visiting officialsfrom the West
African nation of Burkina Faso, El Salvador, France, Mexico, Mongolia, the People's Republic of
China, the Philippines, Poland, the Republic of Fiji, the Republic of Kyrgyz, and the Ukraineon United
States election crime statutes and their enforcement.
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5. Legislative Activity

Animportant responsibility of the Public Integrity Sectionisthereview of proposed legislation
affecting the prosecution of public officials. The Section is often called upon to provide commentson
proposed legiglation, to draft testimony for congressional hearings, and to respond to congressional
inquiries concerning legidative proposals.

6. Case Supervision and General Assistance

Public corruption casesare often controversial, complex, and highly visible. Thesefactorsmay
warrant Departmental supervision and review of a particular case. On occasion Section attorneys are
called upon to conduct a careful review of asensitive public corruption case, evaluating the quality of
the investigative work and the adequacy of any proposed indictments. Based on its experiencein this
area, the Section can often identify tactical or evidentiary problemsearly on and either provide needed
assistance or, if necessary, assume operaional responsibility for the handling of the prosecution.

The Section also has considerable expertise in the supervision of the use of undercover
operationsin serious corruption cases. The Section's Chief serves as a permanent member of the FBI's
Undercover Review Committee. Additionally, a number of the Section's senior prosecutors have
experience in the practical and legal problems involved in such operations, and have the expertise to
employ effectively thissensitive investigative technique and advise law enforcement personnel onits
use.

Finally, the Section provides numerous other miscellaneous support servicesto United States
Attorneysin connection with corruption cases. Much of this support comesin the form of serving as
liaison with other components of the Department in order to expedite approval of such procedures as
immunity requests, wiretapping orders, and applications for witness protection.
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PART 11

PUBLIC INTEGRITY SECTION
INDICTMENTS, PROSECUTIONS, AND APPEALS
IN 1999

INTRODUCTION

The Public Integrity Section’srole in the prosecution of public corruption cases ranges from
sole responsibility for the entire case to approving an indictment or providing advice on the drafting
of charges. Seethe general discussion of the Section’s activitiesin Part 1. This portion of the Report
describes each corruption casefor which the Section had operational responsibility during 1999. These
cases are also included in the nationwide statistics provided in Part [11, which reflect the total number
of public corruption cases brought by the Justice Department in 1999 and over the previous two
decades.

Asin previousreports, the Section’ s corruption cases for calendar year 1999 are separated into
categories, based on the branch or level of government affected by the corruption. Election crimesare
grouped separately. The prosecutions summarized below reflect the Section’ s casework during 1999
and the status of its cases as of December 31, 1999. Related casesare grouped together; unrel ated cases
are set off by doublelines. Part Il also provides statistics for each category on the number of matters
closed by the Section without prosecution during 1999 and the number of matters pending at the end
of the year.

FEDERAL JUDICIAL BRANCH

During 1999, the Public Integrity Section closed four matters involving dlegations of
corruption affecting the federal judicial branch. Asof December 31, 1999, six such matterswere
pending in the Section. Also during 1999, the Section handled the following cases involving
crimes affecting the judicial branch:

United States v. Barfield, Middle District of Florida

Michael A. Barfield, aparalegal and litigation consultant, pled guilty on May 12, 1999, to five
felony offenses, including conspiracy, obstruction of justice, perjury before afederal grand jury, and
two separate wire fraud schemes. On October 25, 1999, Barfield was sentenced to ten yearsin prison,
fined $7,500, and ordered to pay $50,500 in restitution.
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The conspiracy, obstruction of justice, and perjury convictions stem from Barfiedd’ s rolein
concocting afalse accusationin 1997 against then-United States District Judge Lee P. Gagliardi, now
deceased, and Assistant United States Attorney Kathleen A. Haley, in an attempt to disqualify thejudge
from presiding over a pending criminal case. Barfield hired two private investigators, Deana
Scapaccino and Dana Corum, to help carry out the illegal scheme. Barfield, Scapaccino and Corum
falsely claimed that the judge and prosecutor met at a restaurant where they discussed details of the
pending prosecution and exchanged case-related documents. During the federal grand jury
investigation triggered by this accusation, Barfidd and his coconspirators repeatedly attempted to
bolster their fdse accusation by providing false information to the FBI and false testimony and
fabricated documents to the grand jury.

Judge Gagliardi was advised prior to his death that the Justice Department had determined that
the charges against him were false.

Barfield also pled guilty to two unrelated wire fraud offenses that were committed and
uncovered during the course of this investigation. In late 1998 and early 1999, while working for a
Floridaattorney, Barfie d fal sely represented to two convicted crimind defendantsthat he could secure
leniency for them in exchange for substantial monetary payments. After obtaining approximately
$50,000 from the defendants’ families, Barfield made preparationsto fleethe country. Hewasarrested
by the FBI in January 1999 and has been incarcerated since that date.

United States v. Corum

On July 28, 1999, afederal jury convicted Dana H. Corum, a private investigator and former
paralegal, of conspiracy, obstructing justice in a pending federal criminal case, obstructing justicein
afederal grand jury investigation, and acting as an accessory after the fact to perjury. Corum was
indicted on these charges on March 24, 1999. Shewas sentenced to 78 monthsin prison on December
15, 1999.

Corumwasone of two privateinvestigators hired by Barfield to make afal seaccusation against
United States District Judge Gagliardi to disqualify the judge from presiding over a pending criminal
case. During a federal grand jury investigation of the alegation, Corum and her coconspirators
repeatedly attempted to corroborate the accusation by providing false information to the FBI, fase
testimony to the grand jury, and fabricated documents in response to a grand jury subpoena.

United States v. Scapaccino

Deana M. Scapaccino, a private investigator, pled guilty on July 13, 1999, to a two-count
criminal information charging her with conspiracy to obstruct justice, commit perjury, and providefal se
statements, and obstruction of justice in a pending federal criminal case.

Scapaccino was the other private investigator hired by Bafield to make a false accusation
against Judge Gagliardi. Along with her coconspirators, Scapaccino repeatedly provided false
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information to the FBI and fal setestimony and fabricated documentsto thegrandjury. Scapaccinowas
sentenced to 15 months in prison on October 26, 1999.

United States v. Weston, Southern District of Mississippi

OnNovember 17, 1999, afederal grand jury returned atwo-count indictment charging Michael
Weston, aconvicted narcotics dealer serving asubstantial prison sentence, with obstruction of justice
and making false satements.

The indictment alleged that in an effort to obtain a reduction in his prison sentence, Weston
endeavored to appear asawitnessin apending criminal trial and to provide false evidenceto thejury
inthat case. In hopes of earning amotion for reduction of sentencefrom the United States Attorney’s
Office, Weston concocted afal sestory about specific drug transactionswith Willie Culley, anarcotics
defendant awaitingtrial, and communicated that fal se story during aninterview conducted by aspecial
agent from the DEA and an Assistant United States Attorney.

Weston subsequently pled guilty to one count of making fal se statementsand was sentenced to
40 monthsin prison.

United States v. Whitehead, Eighth Circuit Court of Appeals

On August 16, 1999, a unanimous panel of the Eighth Circuit Court of Appeals upheld the 12-
month prison sentence imposed upon former United States Probation Officer Linda P. Whitehead.
Whitehead had pled guilty to engaging in amail fraud schemeto deprive another of her honest services
and had resigned from the Probation Service. The Court summarily rejected each of the sentencing
challenges raised by the defendant.

Whitehead, an 18-year veteran of the United States Probation Service, provided preferential
treatment over athree-year period to a convicted felon under her supervision and accepted numerous
giftsand gratuitiesinreturn. Specifically, Whitehead engaged in aschemewhereby she allowed Karen
Pluff, aconvicted drug felon, to avoid court-ordered drug testing by repeatedly sending someoneelse’s
urine to the laboratory for analysis in place of Pluff's. In exchange for the drug-test switching,
Whitehead accepted from Pluff shoplifted clothing and other items.
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FEDERAL LEGISLATIVE BRANCH

During 1999, the Public I ntegrity Section closed two mattersinvolving allegations of corruption
in or affecting the federal legidative branch. As of December 31, 1999, four such matterswere
pending in the Section. The Public Integrity Section handled no cases involving the federal
legidlative branch in 1999.

FEDERAL EXECUTIVE BRANCH

During 1999, the Public Integrity Section closed 119 mattersinvolving allegationsof corruption
within the federal executive branch. Asof December 31, 1999, 121 such matters were pending
in the Section. Also during 1999, the Section handled the following cases involving executive
branch corruption:

United States v. Benton, District of Columbia

On February 19, 1999, Joseph N. Benton, I 11, former Executive Producer, National Aeronautics
and Space Administration, NASA TV, was sentenced to two years of probation, 100 hours of
community service, and a $2,500 fine in connection with his previous guilty plea to a misdemeanor
information charging him with theft from the government.

From July 1994 through February 1998, Benton submitted signed travel vouchersto NASA for
reimbursement of expensesfor official travel that included approximately $900 in false transportation
receipts. Pursuant to his plea agreement, Benton made complete restitution prior to sentencing.

United States v. Burek, District of Columbia

On June 22, 1999, Linda Burek, an Acting Deputy Assistant Attorney General of the Justice
Department's Justice Management Division (JM D) and Director of IMD's Systems Technology Staff
(STS), agreed to pay a $5,000 civil penalty to settle a civil complaint alleging that she violated a
conflict of interest prohibition by participating as a government employee in a matter in which a
company with which she was negotiating employment had a financial interest.

STSisresponsiblefor procuring, installing, and maintaining a part of the Justice Department's
computer system, and performs this task in consultation with outside contractors, one of which is
Software Performance Systems, Inc. (Performance). In September 1998, while Director of STS and
an officid of JMD, Burek entered into employment discussions with Performance, one of the
contractors under consideration for acontract with IMD to design and implement a new, Department-
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wide computer system known as the Justice Consolidated Office Network (JCON). During this same
period Burek actedin her officia capacity to ensurethe award of thiscontract to Performance, knowing
that she had a financia interest in the award as a result of her employment negotiations with
Performance and her acceptance of an offer of employment from Performance.

United States v. Clark and Clark, Eastern District of Virginia

OnNovember 18, 1999, afederal grand jury indicted Federal Highway Administration (FHWA)
official James Clark on four counts of using the mails and wiresin furtherance of a schemeto defraud
the FHWA of his honest services, three counts of bribery, and one count of paying a kickback to a
government contractor. In addition, the grand jury charged Clark’ swife, Brenda Clark, in each fraud
count and in the kickback count.

James Clark had authority over FHWA contractors who performed transportation research and
engineering under multi-million dollar government contracts. The indictment charged that the Clarks
solicited those contractors for more than $170,000 in personal loans and consulting contracts and then
used aseries of pass-through companies and abusiness nameto conceal their activity. Inreturn, James
Clark used his official position with the FHWA for the benefit of those contractors, secretly steering
a $19 million contract to one contractor and arranging more than $100,000 in consulting work for
another. The indictment also charged that the Clarks paid a $5,000 kickback to a government
contractor in exchange for his awarding them a $49,000 consulting contract from the Oak Ridge
National Laboratory.

The Clarks have subsequently pled guilty.

United States v. Davis, District of Columbia

On December 15, 1999, afederal grand jury returned atwo-count indictment against Rodney
D. Davis, aformer operational accountant at the Federal Aviation Administration (FAA). Daviswas
charged with theft from the government and computer fraud.

Davis sposition at the FA A afforded him accessto acomputerized accounting system by which
FAA monies could be electronicaly transferred. On three occasions between September 1998 and
April 1999 Davis accessed that computer system without permission and transferred almost $30,000
in FAA fundsinto his personal bank account. Aspart of the scheme, Davis created an account in the
name of a nonexistent vendor, making it appear that the FAA owed the vendor money. Davis then
instructed the FAA computer systemto transfer FAA fundsinto the fictitious vendor’ s account, which
in reality was his own personal bank account. The scheme was discovered when an attempted fourth
transfer failed and invedtigators uncovered Davis' s previoustransfers.

Davis has subsequently pled guilty.
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United States v. Gervacio, Northern District of California

Frank M. Gervacio, aformer senior specid agent of the United States Customs Service, was
sentenced on March 1, 1999, to three years of probation, 100 hours of community service, and a$4,100
fine in connection with his previous guilty pleato illegal supplementation of salary. Pursuant to the
pleaagreement, the government dismissed anillegal gratuity charge, for which Gervacio had a so been
indicted.

From June 1987 until September 1996, Gervacio supervised apad informant, Michael Woods,
who assisted the Customs Service in investigations of marijuana smugglers. In 1992, Gervacio
nominated Woods for a substantial cash award that ultimately totaled $110,875. A few days prior to
the presentation of the award, Gervacio called Woods and told him that he needed $5,000. When
Woodstraveled to San Francisco to receive the award he brought $4,000 in cash for Gervacio. Woods
attempted to hand Gervacio the $4,000, but Gervacio suggested that WWoods "accidentially" lose the
money in the back of Gervacio’sgovernment car. Woods complied and Gervacio later confirmed that
he "found" and kept the money.

United States v. Grant, District of Columbia

JamesR. Grant, an employee of the United States Postal Service, pled guilty on March 2, 1999,
to aone-count information charging him with a misdemeanor conflict of interest by participating asa
government employeein amatter in which acompany with which he was negotiating employment had
afinancial interest. On September 10, 1999, Grant was sentenced to two years of supervised probation
and ordered to pay a$2,000 fine.

Grant's job responsibilities with the Postal Service included making recommendations and
rendering advice to the Postal Service about cash management policy in support of the Information
Based Indicia Program (the Program). From September 1996 through March 1997, Saranac, Inc. was
seeking to do business with the Postal Service with respect to the Program. During this same period
Grant engaged in employment negotiations with Saranac. While these negotiations were ongoing,
Grant made recommendationsin connection with cash management policy in support of the Program,
knowing that Saranac had an interest in the policy because it would affect Saranac's ability to
participate in the Program.

United States v. Holbrooke, District of Columbia

On February 9, 1999, Richard C. Holbrooke, former Assistant Secretary of State for European
and Canadian Affairs, agreed to pay a$5,000 civil penalty to settleallegationsthat heviolated aconflict
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of interest prohibition by unlawfully seeking official action by the State Department within ayear of
leaving his State Department position on behalf of his new employer.

In a civil complaint filed along with the agreement, the Justice Department alleged that
Holbrooke, withinayear of resigning asan Assistant Secretary of State, knowingly communicated with
the United States A mbassador to K orea, seeking official action onbehalf of hisnew employer, CSFirst
Boston, Inc., in violation of a federal law that prohibits such communications by former senior
executivebranch officialswiththeir former department. Thecomplaint further alleged that from March
to May of 1996, Holbrooke sought official action by the State Department in a number of areas that
involved CSFirst Boston: in arranging ameeting with Korean President Kim Y oung Sam; in arranging
aluncheon at the Ambassador’ sresidence for Holbrooke and other CS First Boston employees; and by
having the Ambassador participate in aribbon-cutting ceremony to celebrate the opening of CS First
Boston’s new branch officein Seoul.

In his answer to the complaint, Holbrooke denied communicating with any State Department
employees on behalf of CS First Boston in violation of the law. A stipulation of facts, filed with the
agreement, indicated that the investigation did not determine that Holbrooke willfully violated thelaw
or that his communications resulted in any direct financial gain to himself or CS First Boston. The
parties agreed to resolve the matter in the interest of avoiding the expense, delay, and uncertainty of
potentially lengthy litigation.

United States v. Johnson and Radell, Eastern District of Wisconsin

On August 24, 1999, a federal grand jury indicted Marc M. Radell and Claudia Johnson for
obstruction of justice, conspiracy to obstruct justice, and perjury. Radel isan attorney in the Region
[11 Office of Regional Counsel of the Environmental Protection Agency in Philadelphia. Johnson, who
has subsequently died, was an employee of the EPA Region V Water Division in Chicago at the time
of her indictment.

The charges arose from allegations of criminal conduct that surfaced during federal civil cases
pending in the Eastern and Western Districts of Wisconsin. InJanuary 1996, EPA Region V granted
Treatment-as-State status to three Wisconsin Indian Tribes, thereby allowing the Tribes to determine
the quality of surface waterswithin their reservations. The State of Wisconsin filed lavsuitsin federal
district court challenging the EPA’s decisions. The indictment charged that during the course of the
litigation, Radell and Johnson created and backdated EPA documents, and then later falsely sated in
affidavits and during depositions that the documents existed prior to the time that the EPA made its
decisions to grant Treatment-as-State status to the three Tribes. Subsequently the lawsuits were
dismissed and the EPA was ordered to pay the State of Wisconsin and other parties approximately
$370,000 in attorneys’ fees and costs.

Radell has since pled guilty to criminal contempt.
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United States v. Karaitis, Eastern District of Virginia

Robert R. Karaitis, aformer employee of the CIA, was sentenced on January 15, 1999, to 12
months and a day in prison and was ordered to pay $67,487 in restitution to afederal credit union for
defrauding the credit union out of $80,639 he borrowed for two luxury automobiles that he did not
purchase.

Karaitis' sentence was based on his guilty pleato one count of bank fraud. Aspart of hisplea
agreement, Karaitis also agreed to resign from the CIA and to reimburse the agency $31,713 for
conduct unrelated to the fraud against the credit union.

United States v. Krum, Eastern District of Virginia

On February 4, 1999, the Section filed acivil complaint alleging that Allen L. Krum, a Senior
Intelligence Serviceemployeeof the CI A, violated afederal conflict of interest statute by taking official
action in amatter in which his spouse had afinancial interest.

Krum was assigned to the CIA’s National Reconnaissance Office (NRO) in Virginia. From
1994 to 1997, Krum’s duties included recommending approval for engineering change proposals,
recommending bonusestotaling millionsof dollars, and renegotiating contractswith Lockheed Martin
Corporation. From1997 to 1999, Krum also was the approving authority for contract payments and
bonuses to contractors for which he had previously been the recommending authority, including
contracts with L ockheed.

From 1994 to June 1997, Krum'’ sspousewasemployed by L ockheed asaprogram management
engineer. During thisperiod, Krum’s spousereceived optionsfor L ockheed stock which she exercised
in 1997 for a profit of $48,700.

Pursuant to a civil settlement agreement between Krum and the government filed on the same
day as the complaint, Krum agreed to pay the government within thirty days his family’s profit of
$48,700 from the exerciseof L ockheed stock options. Thispayment represents substantially morethan
the government could have obtained under the United States Sentencing Guidelines for a criminal
conflict of interest conviction, and is the largest civil settlement of a conflictsviolation ever obtained
by the Criminal Division.

United States v. Lorin, District of Columbia

Matthew E.A. Lorin, agradel5 specia government employeeof the Department of State, pled
guilty on April 19, 1999, to aone-count misdemeanor information charging himwith acriminal conflict
of interest by participating personally and substantially as afederal employee in aparticular matter in
which he knew that he and his outside employer had afinancial interest. On July 26,1999, Lorinwas
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sentenced to a $20,000 fine, one year of probation, and 25 hours of community service. Pursuant to
astipul ated-sentence provision of the plea agreement, the judge departed upward from the Sentencing
Guidelines to impose the fine.

In 1998, Lorin was the Special Coordinator for Public and Private Partnerships for the
President’s 2010 Initiative on Demining at the State Department’s Office of Global Humanitarian
Demining. His dutiesincluded coordination of State Department efforts to facilitate the removal of
land and sea mines worldwide, including demining by private entities. At the same time, Lorin
received payments totaling $20,000 from America s Partners, a private, for-profit business that was
participating in a joint venture to develop a multi-hundred million dollar theme park, known as the
Grand Qasis, in Isragl and Jordan. The Grand Oasis required demining operations, and Lorin
anticipated and later received a one percent equity interest in the project.

In September 1998, L orin tel ephoned the State Department’ s Special Middle East Coordinator,
identified himself as a State Department employee, described the Grand Oasis project and
recommended that the State Department support it. Lorin then sought permission from his ethics
advisor to send a memorandum to the Ambassador recommending the project and seeking support.
However, without awaiting aresponse from his ethics advisor, Lorin transmitted the memorandum to
the Ambassador and other State Department officials. When Lorin’s ethics advisor advised him to
cease dl activity with the State Department on behalf of America s Partners, Lorin took no action to
withdraw the memorandum or to advise any recipient that hewasprohibited from transmittingit. Lorin
also subsequently telephoned the United States Embassy in Jordan seeking the atendance of a State
Department official at a meeting with local officials concerning the Grand Oasis devel opment.

United States v. Macias, Eastern District of Virginia

Federal employee Edward P. Macias pled guilty on January 29, 1999, to a one-count
misdemeanor information charging him with conversion of federal funds. Macias was sentenced on
April 13, 1999, to one year of supervised probation.

From January to April 1998 Macias received federal travel funds to relocate himself and his
family to California, pursuant to his transfer from one government duty station to another. In August
1998, Macias submitted claims and receiptsthat falsely stated that he had spent $10,087 for relocation
of his wife and two children, when, in fact, he did not relocate his wife or his children, and instead
made personal use of the money received for their relocation.

Pursuant to the pleaagreement, M acias agreed to resign from hisgovernment employment. He
also made full restitution.
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United States v. McGlothlin, Northern District of Alabama

Danny W. McGlathlin, an employee of the Department of Labor’'s Mine Safety and Health
Administration, pled guilty on April 30, 1999, to a one-count misdemeanor information charging him
with converson of federal funds. On July 8, 1999, M cGlothlin was sentenced to one year of probation
and ordered to pay restitution in the amount of $2,658.

From November 1996 through January 1997, McGlothlin submitted travel vouchers for
reimbursement, falsely stating the amount of expensesincurred as aresult of an employment-related
relocation.

United States v. Pong, Eastern District of New York

On December 6, 1999, Donald E. Pong, a former Department of Defense (DOD) contracting
official and then-United States Customs Service Inspector, pled guilty to accepting $45,000 in bribes
from the president of an international shipping company. Pong’s employment with the United States
Customs Service was terminated immediately as a result of his conviction. Pong was subsequently
sentenced to 15 months in prison, a $40,000 fine, and ordered to pay $45,000 in restitution.

Pong previoudy worked as a transportation speciaist in the Military Traffic Management
Command, acomponent of DOD. Inthiscapacity, Pong was responsiblefor selecting the commercial
shipping companies that would receive government contracts for the shipment of military and
humanitarian assistance cargo.

At hispleacolloquy, Pong admitted that, from approximately May 1996 through March 1997,
he awarded more than $2 million in shipping contracts to a Queens, New Y ork-based commercial
steamship company in exchange for $45,000 in bribes paid to him by the company’ s president. That
individual also pled guilty to bribery charges and cooperated with the government’ s investigation.

Thiscase, and the rd ated case summarized below, werehandled jointly by the Public Integrity
Section and the United States Attorney’ s Office for the Eastern District of New Y ork.

United States v. Sawhney, Eastern District of New York

William Sawhney, the President and sole owner of Navajo Shipping Agency, pled guilty on
November 12, 1999, to paying approximately $45,000in bribesto Defense Department officid Donald
E. Pong to obtain government shipping contracts.

Sawhney’ scompany arrangesfor the ocean transport of cargo worldwide. At hispleacolloguy,
Sawhney admitted that, in 1996 and 1997, he made payments totaling over $45,000to DOD official
Donald Pong in order to obtain contracts for the shipment of military and humanitarian assistance
cargo, for which Pong steered more than $2 million in Defense shipping contacts to Sawhney’s
company.
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Sawhney was subsequently sentenced to four monthsin prison, a $40,000 fine, and $45,000in
restitution.

United States v. Rathi, District of Columbia

Ajay Rathi, aformer employee of the Oak Ridge National L aboratory in Oak Ridge, Tennessee,
was sentenced on July 15, 1999, to one year of probation, 100 hours of community service, and a
$10,000 fine. Rathi had pled guilty to a one-count information charging him with conspiracy to pay
morethan $70,000in unlawful gratuitiestoan official of the Federal Highway Administration (FHWA)
and to submit $100,000 in false and fraudulent claims. The government moved for a downward
departure based upon Rathi’s substantial assistance in the investigation and prosecution of others
involved in the scheme.

Rathi conspired with government contractors to make cash payments to Alberto Santiago, a
FHWA officia overseeing certain FHWA and Oak Ridge contracts. Oak Ridgeisalarge, government-
owned laboratory that isresponsible for the expenditure of substantial government funds from federal
agencies, including the FHWA. At Oak Ridge, Rathi set aside FHWA funds to reimburse the
contractors for payments that they made to Santiago. Under the arrangement, the contractors would
submit fraudulent invoicesto Oak Ridge to obtain their reimbursements. Santiago pled guilty in 1998
to bribery, money laundering, and conspiracy to commit bribery and money laundering and to defraud
the United States and was sentenced to 37 months in prison.

United States v. Simmons, District of Nevada

Elizabeth L. Simmons, aformer paralegal specialist in the United States Attorney’ s Office for
the District of Nevada, pled guilty on March 16, 1999, to athree-count information charging her with
embezzlement, fal se statements, and making and subscribing afalseincometax return. Simmonswas
sentenced on September 17, 1999, to 30 months' imprisonment and three years' supervised release.
In addition, she was ordered to make restitution to the United States in the amount of $1,061,012.

In her guilty plea, Simmons admitted that for ten years, throughout her tenure at the United
States Attorney’ s Office, she submitted thousands of fictitious witness vouchers to the United States
Marshal’ s Service through which she obtai ned reimbursement checksthat she then cashed or deposited
for her own use. In so doing, she stole over $1 million in federa funds. As part of her scheme,
Simmons al so under-reported her income for federal incometax purposes during the period in question
and made numerous fal se statements on fictitious vouchers.

Aspart of her pleaagreement, Simmons agreed to makefull restitution for the amount she stole
and to signany and dl necessary documents for the United Statesto attempt to recover this amount.
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United States v. Tanner, Eastern District of Virginia

CIA supervisor Marian V. Tanner pled guilty on March 26, 1999, to a one-count felony
information charging her with credit card fraud. Tanner was sentenced on June 11, 1999, to six months
of home detention, three years of supervised probation, and $21,575 in restitution. Pursuant to aplea
agreement, Tanner also resigned from the CIA.

Tanner was employed as an administrative supervisor at the CIA, where she had access to
certain CIA credit cards issued to other CIA employees. From February 1995 to April 1998, Tanner
repeatedly intercepted and made unauthorized use of CIA credit cards issued to other employees.
Tanner used the cards to obtain, among other things, cash, groceries, mobile te ephone service, home
cable service, and lawn treatments. The total loss from the defendant’ s offense and other unlawful
conduct was $31,453. Tanner also made unauthorized use of aCIA credit card that was issued to her,
causing aloss of $7,485, for which she agreed to make full restitution.

United States v. Vander Schaaf, Eastern District of Virginia

On June 8, 1999, the United States and Derek J. Vander Schaaf, former Deputy Inspector
General of the Department of Defense (DOD), filed asettlement agreement resol ving the government’ s
claim that Vander Schaaf violated the two-year restriction on post-employment contacts involving
matters pending under his officia responsibility within the year preceding his departure from
government service. Vander Schaaf agreed to pay $12,125, which is the amount he had charged a
private client for the representation alleged to be unlawful.

On behalf of a private client, Vander Schaaf met with DOD officials regarding an audit that
commenced prior to his retirement from government service. Theinterests of Vander Schaaf’ s client
were affected negatively by the auditors recommendations, which were under review for possible
modification at the time of Vander Schaaf’ scontacts. The client retained Vander Schaaf to prepare an
“independent” report on the auditors’ findings that the client believed would be morefavorable to its
positions. The auditors worked within the DOD’s Office of Inspector Genera; the audit had been
conducted under Vander Schaaf’ s supervison when he served as Deputy Inspector General.

Vander Schaaf agreed to pay the United Statesthe amount that he charged his private client for
his servicesin countering the DOD audit and preparing his“independent” report. The $12,125 figure
represents the total amount that VVander Schaaf earned on the project, for which he billed 151 hours.

Although Vander Schaaf maintained that his conduct was not unlawful, he agreed as part of the
factual stipulation that was incorporated into the settlement agreement that “a reasonable observer of
[the] facts could believe 1) that [hisclient] hired Mr. Vander Schaaf with the expectation that hisinput
would resultin DOD’ s modification or rejection of OIG’s recommendations and 2) that Mr. Vander
Schaaf criticized the Audit Report with intent to cause DOD officias to modify OIG's
recommendations.” In addition, Vander Schaaf “admit[ted] that the auditors could reasonably have
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believed that Mr. Vander Schaaf’ s criticismswould adversely affect perceptionsof their work product,
both inside and outside DOD.”

The settlement was coordinated with the Commercid Litigation Branch of the Civil Division
and the United States Attorney’ s Office for the Eastern District of Virginia.

STATE AND LOCAL GOVERNMENT

In 1999, the Public Integrity Section closed eight investigations of alleged corruptioninvolving
stateor local government. At theend of 1999, 17 such matterswere open. Also during 1999, the
Section prosecuted the following cases involving state or local corruption:

United States v. Carmichael, Eastern District of Kentucky

On January 22, 1999, Lawrence Ray Carmichael, Commonwealth's Attorney for the 28th
Judicial Circuit of Kentucky, was sentenced to 27 months of imprisonment and two yearsof supervised
release.

Carmichael had been convicted by a federal jury of attempted extortion in violation of the
Hobbs Act. In 1998, Carmichael attempted to extort between $50,000 and $100,000 from Rodney
Adams, the owner of alocal pawnshop and operator of anillegal bookmaking operation.

The prosecution was handled jointly by the Public Integrity Section and United States
Attorney’s Office for the Eastern District of Kentucky.

United States v. Davies, Northern District of Indiana

Edward M. Davies, adeputy sheriff for Lake County, Indiana, pled guilty on July 15, 1999, to
aone-count misdemeanor information charging him with willfully and under color of law subjecting
another to the deprivation of rights, privileges, and immunities secured and protected by the
Constitution and laws of the United States, involving his theft of property seized as evidence by his
office.

As deputy sheriff, Davies served as the Deputy Commander for the federally funded Lake
County Drug Task Force. In April 1997, Davies participated in the execution of a search warrant to
secure evidence and contraband related to drug trafficking. During the search, Davies seized a mink
coat that he believed to be property subject to forfeiture by the State of Indiana as proceeds of drug
activity. Following the search, Davies removed the coat from the Task Force and converted it to his
own use. Daviesalso caused the coat to be omitted from the forfeiture documents that were submitted
to the court and the county prosecutor.
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Davies was sentenced on December 8, 1999, to two years of probation, six months of home
detention, and a $5,000 fine. The court also ordered Daviesto comply with the standard condition of
probation which prohibits him from carrying afirearm.

United States v. Hill, Southern District of Texas

Floyd Hill pled guilty on December 9, 1999, to a mail fraud scheme to deprive another of his
honest services. His pleaarose from an investigation into the payment of bribesto public officials by
aHouston company, and its officers and employees. Hill left the company in 1997. Aspart of hisplea
agreement, he agreed to cooperate with the ongoing investigation.

In 1991, the New Orleans Sewerage and Water Board (the Board) awarded a five-year, multi-
million dollar contract to the company to operate a wastewater treatment facility in New Orleans.
From 1994 to 1996, the company gave aMember of the Board’ s Sewer and Water Committee cash and
other assistancein connection with this Member’ s efforts to profit from the sale of certain Louisiana
real estate. Each month during this period, the company wrote company checksto the Hill, who then
wrote personal checks to the Board Member’'s real estate partner. These payments were intended to
cover abank loan on which the Board Member and a business partner were co-borrowers. Throughout
this period, the Board Member performed numerous official acts that benefitted the company in New
Orleans. As part of Hill’s plea agreement, he admitted that the company’s payments were given in
exchange for the Board Member’ s assistance in furthering the company’ s business interests in New
Orleans and elsewhere.

United States v. Johnson, Northern District of Ohio

Former Ohio State Senator Jeffrey D. Johnsonwas sentenced onFebruary 9, 1999, to 15 months
of imprisonment, followed by one year of supervised release, for three counts of extortion under color
of official right inviolation of the Hobbs Act. The court imposed 250 hours of community service but
did not impose afine, finding that Johnson was unable to pay one. Johnson had been convicted by a
federd jury of the three extortion charges.

In the recorded meetings between Johnson and the cooperating witness, Johnson demanded
personal “loans’ and campaign contributions from the witnessand from other Cleveland-area grocery
store owners, in exchange for which Johnson used his official influenceto he p the store ownersobtain
various state and county contracts and permits. The “loans’” were never repaid.
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United States v. Richardson, Northern District of Indiana

Alex H. Richardson, aformer deputy sheriff in LakeCounty, Indiana, was sentenced on March
11, 1999, to 64 months in prison, and a $10,000 fine. Richardson had pled guilty to a one-count
information charging him with extortion under color of official right, in violation of the Hobbs Act.

In December 1997, Richardson was involved in the arrest of a subject who was charged with
attempted dealing in cocaine, conspiracy to deal in cocaine, and resisting arrest. In January and
February of 1998, Richardson solicited and agreed to accept $30,000 from the subject in exchange for
convincing the prosecutor to drop the charges. The subject informed the FBI of Richardson’'s
solicitation and agreed to cooperate in the investigation. Richardson was then captured on tape
soliciting the payments and accepting $10,000 in cash.

United States v. Thames, District of Columbia

Keith B. Thames, aformer crew chief with the D.C. Water and Sewer Authority (WASA), was
sentenced on October 6, 1999, to prison for 27 months followed by two years of supervised release.
Thames had pled guilty to the charge of conspiracy to commit bribery.

Thames was one of eight WASA employees, ranging from laborers to mid-leve supervisors,
who had been convicted for their involvement in a conspiracy in which the employees, aided in one
instance by an unlicenced private plumbing contractor, accepted money in exchange for using their
official positionsto replace lead pipes connecting private homeswith city water mains, during regular
businesshours and while on duty, using city-owned supplies and equipment. Thames admitted that as
part of the conspiracy, he and another WA SA supervisor exercised their supervisory authority over
work assignments to enable themsdves and their coconspirators to perform these illegal "side jobs’,
instead of their official assignments. Thames and the other supervisor authorized and performed jobs
knowing that the required permits, authorizations, and inspections had not been obtained. To conceal
theirillegal activities, the defendants prepared phony work orders and fraudul ently obtained inspection
“approved” stickers and public space permits to make it appear that the work performed had been
authorized and inspected as required by law.

The prosecutions were handled jointly by the Public Integrity Section and the United States
Attorney’ s Office for the District of Columbia.
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Houston City Council Prosecutions
Southern District of Texas

United States v. Reyes and Maldonado

On February 24, 1999, former Houston City Councilman Ben T. Reyes and |obbyist Elizabeth
Mal donado were sentenced for their convictionsrdating to acorruption schemeinvolving the Houston
City Council. Reyeswas sentenced to 108 monthsin prison and a$51,000 fine, and was immediately
remanded to the custody of the United States Marshals. Maldonado was sentenced to 51 monthsin
prison and was permitted to self-surrender at alater date. After athree-month trial in December 1998,
a federal jury had convicted Reyes of four counts of bribery involving federal program funds,
conspiracy, and amail fraud scheme to deprive another of his honest services. Maldonado was found
guilty of two counts of bribery and one count of conspiracy.

The charges stem from an FBI undercover investigation initiated in 1995 as a result of an
allegation that Reyesregularly demanded payoffsfrom city contractors. Shortly after theinvestigation
began, Reyes, while still amember of the City Council, directed afictional company established by the
FBI, called the” The Cayman Group,” to seek an ownershipinterest ina$150 million convention center
hotel to be developed under city contract. To ensure theaward of that contract to afavored devel oper,
Reyes orchestrated a conspiracy in which he solicited and received a $50,000 cash payment from the
Cayman Group, and made cash payments to City Council Members John E. Castillo, Michael J.
Y arbrough and John W. Peavy. Reyeswas assisted by Maldonado in carrying out the conspiracy.

Previously, Reyes, Maldonado, Y arbrough, Castillo and Peavy had beenjointly tried on these
charges, but the case resulted in amistrial when the jury was unable to reach averdict. For purposes
of theretrial the judge severed the charges against Reyes and Maldonado from those lodged against
Y arbrough, Castillo and Peavy.

United States v. Castillo, Peavy, and Yarbrough

OnMay 12, 1999, after asix-week trial, the judgedeclared amistrial upon being informed that
the jury was deadlocked on all counts of an indictment charging Houston City Councilmen John E.
Castillo and Michad J. Y arbrough and former City Councilman John W. Peavy, Jr., with conspiracy
and bribery concerning programs receiving federal funds.

In early1998 these three defendants were tried on the same charges along with Reyes and
Maldonado, but the jury was unable to render a verdict and a mistrial was declared. The judge then
severed co-defendants Reyes and Maldonado, and they were subsequently convicted on all counts.
After the second mistrial, the government determined that another retrid was unwarranted and
dismissed the charges against the remaining three defendants.
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Olympic Committee Investigation
The following cases resulted from the Justice Department’ s investigation of Salt Lake City’s
bid for the 2002 Olympic Winter Games. These casesare being handled jointly by the Public Integrity
Section and the Fraud Section of the Department’s Criminal Division.

United States v. Kim, Eastern District of New York

On August 31, 1999, afederal grand jury in the Eastern District of New Y ork returned a 16-
count indictment charging Jung Hoon Kim, the son of a member of the Internaional Olympic
Committee (I0C), with using a green card he knew to be fraudulent.

The indictment relates to a scheme under which Kim was placed on the payroll of Keystone
Communications, L.P., for the purpose of qualifying Kim for permanent resident status(i.e., green card
status) based on employment. A series of sham “consulting” contracts and “video services’ invoices
conceal ed thefact that the Salt L ake OlympicBid Committeeand Kim himself werefunding Kim’ sjob.

Kim was charged with using his fraudulently obtained green card to re-enter the United States
repeatedly.

United States v. Kim, District of Utah

In arelated case, on September 1, 1999, afederal grand jury in the District of Utah returned a
one-count indictment charging Jung Hoon Kim with making fal se statements to an agent of the FBI.

Thisindictment grew out of theinvestigation of the scheme described above, inwhich Kimwas
placed on the payroll of Keystone Communications, L.P., for the purpose of qualifying Kim for
permanent resident status utilizing a series of sham contracts and invoices. The indictment charged
Kim with making false statements to an FBI agent in the course of the criminal investigation.

United States v. Simmons, District of Utah

Utah businessman David E. Simmons pled guilty on August 3, 1999, to a one-count
misdemeanor information charging him with causing the submission of afalse deduction on the 1992
tax return of his company, Keystone Communications, L.P. The charge stems from his participation
in a scheme to help foreign national Jung Hoon Kim obtain a green card by setting him up in a
fraudulent job at a company run by Simmons.

The pleaagreement with Simmons details hisrolein placing Kim on the payroll of Keystone
Communicationsfor the purposeof qualifying Kimfor permanent resi dent satusbased on employment.
Through sham contracts and invoices, the Salt Lake Olympic Bid Committee and Kim himself were
funding Kim’sjob. Simmons caused his company to submit a 1992 tax return that falsely deducted
Kim's salary as a business expense.
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In the plea agreement, Simmons agreed to cooperate in connection with the ongoing
investigation.

Operation Lost Trust Prosecutions
District of South Carolina

The Lost Trust cases arose from an FBI undercover investigation that began in 1989 under the
direction of the United States Attorney’s Office for the District of South Carolina. Twenty-eight
individuds were subsequently indicted, primarily on extortion and drug charges. Twenty defendants
pled guilty; eight defendants went to trial; seven defendants were convicted and one was acquitted.
Following reversals of five convictions obtained by the USAO, and upon allegations of government
misconduct, the Lost Trust cases were reassigned to the Public Integrity Sectionin 1994. After nearly
five years of litigation, including a second apped to the Fourth Circuit Court of Appeals, the Public
Integrity Section has obtained convictions of al surviving defendants.

Operation Lost Trust stemmed from anarcotics sting operati on against aprominent lobbyi st and
former state legislator named Ronald L. Cobb. After Cobb was caught, he agreed to cooperate in the
FBI corruption investigation of drug use and extortion by members of the South Carolina General
Assembly. The investigation centered on the Pari-Mutual Sports Act (PMSA), abill pending in the
South Carolina House of Representatives during the 1990 session of the General Assembly that would
have legalized gambling on horse and dog races. Posing as alobbyist for an FBI dummy corporation,
Cobb offered cash to legislators in exchange for joining a"core group” that would support the PMSA
by procedural maneuvers, by influencing other legislators, and by direct votes. Cobb met with and paid
thelegislatorsat hisoffice or hisresidence, both of whichwerewired for audio and video surveillance
by the FBI.

Five of the USAO’soriginal convictionswere reversed dueto erroneousjury instructions. On
remand, the USA O superseded the indictments of Larry Blanding, former state legislator, and L uther
Taylor, amember of the House of Representatives, consolidating them for retrial withathird legislator,
B.J. Gordon, who had also been recruited for the" core group” by Taylor. Two more defendants, Paul
Wayne Derrick, a former Member of the South Carolina House of Representatives, and Jefferson
Marion Long, aformer Member of the South CarolinaSenate, obtained ordersfor separateretrials. The
five defendants then launched a seriesof allegations of misconduct by the FBI and the USAO, leading
the USAO to decideto recuseitself fromtheretrials. The caseswerereassigned to the Public Integrity
Section.

There followed several years of litigation on motions to dismiss by the defendants, which
initially resulted in an order by the trial judge dismissing the pending indictments due to government
misconduct. The government appealed this decision, and in 1998 the Fourth Circuit reversed the
judge’ sorder and each of hisfindings of intentional government misconduct. During thelitigation on
the motions to dismiss, Taylor and Gordon died. The Fourth Circuit remanded the remaining cases
against Blanding, Derrick, and Long for retrial. These cases are described below.
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United States v. Blanding

On August 20, 1999, a federal jury convicted Larry Blanding, a former South Carolina
legislator, of two counts of attempted extortion under color of official right in violation of the Hobbs
Act. Blanding was sentenced on December 13, 1999, to 30 months of imprisonment and three years
of supervised release.

Blanding was charged with viol ating the Hobbs A ct and accepting twoiillegal paymentstotaling
$1,300 in exchange for supporting and expediting the passage of horseand dog track legislation while
hewas amember of the South CarolinaHouse of Representatives. ThiswasBlanding sthirdtrid. His
first conviction, in 1991, was reversed due to erroneous jury instructions. Hissecondtrial resultedin
amistrid on June 12, 1999, when the jury was unable to reach a unanimous verdict.

United States v. Derrick

A federal jury found Paul Derrick, aformer South Carolinalegislator, guilty on May 28, 1999,
on all counts of an indictment charging him with violating the Hobbs Act and conspiring to violate the
Hobbs Act in connection with his acceptance of a$1,000 bribeto support and expedite the passage of
horseand dog track | egislation while hewasamember of the South CarolinaHouse of Representatives.
Derrick was sentenced on December 13, 1999, to 24 months of imprisonment and three years of
supervised release.

United States v. Long

Former South Carolina State Senator Jefferson Marion Long, Jr., pled guilty on June 30, 1999,
to a one-count felony information charging him with making a false statement to the FBI.

Aspart of hispleaagreement, Long admitted that he made afd se statement to FBI agentswho
questioned him about his dleged receipt of $2,800 in connection with pending gambling legisation.
Long was sentenced on December 13, 1999, to three years of probation.

Operation Plunder Dome Prosecutions
District of Rhode Island

Thefollowing cases arose out of Operation Plunder Dome, an FBI undercover investigation of
municipal corruption in Providence. The cases were handled by the United States Attorney’s Office
for the District of Rhode Island, with assistance from the Public Integrity Section.

United States v. Ead, Glancy, and Pannone

A federal grand jury returned a 13-count indictment on May 27, 1999, charging three City of
Providence officials with various offenses relaing to a scheme to lower property tax assessmentsin
Providencein exchangefor cash payments. Joseph A. Pannone, the Chairman of the City of Providence
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Board of Tax Assessment Review (BTAR), David Ead, theVice Chairman of theBTAR, and Rosemary
Glancy, the Deputy Tax Assessor for the City of Providence, were charged with conspiracy to commit
extortionin violation of the Hobbs Act, severd attempted extortions, conspiracy to commit mail fraud
by depriving the City of Providence of both tax revenues and their honest services, and three
substantive mail fraud counts. Pannone and Ead were also charged with conspiracy to commit money
laundering and two substantivemoney laundering counts. 1naddition, theindictment included amoney
laundering forfeiture alegation seeking the forfeiture of Ead’ s vending machine busness.

Pannone pled guilty on December 6, 1999 to eight of the ten countsin which he was charged.
Pannone pled guilty to conspiring to commit extortion, three counts of attempted extortion, one count
of conspiring to commit mail fraud, and three counts of mail fraud. As part of his plea agreement,
Pannone also pled guilty to al counts in which he was charged in a separate indictment, described
below, relating to a scheme to forgive interest and penalties on past-due taxes in exchange for cash
payments. Pannone also agreed to cooperate in the ongoing investigation.

Pannone admitted that he, BTAR Vice Chairman Ead, and Deputy Tax Assessor Glancy
conspired to extort cash payments under color of official right from Providence businessman Anthony
Freitas. In exchange for the cash payments, the defendants took steps to lower the property tax
assessmentson two commercia propertiesowned by Freitas. Pannone admitted accepting over $5,000
from Freitas over afive-month period in connection with this scheme. Pannone also admitted that he,
Ead, and Glancy conspired to use the United States mails to further the scheme, which they intended
would deprivethe City of Providence of their honest services and tax revenues. Unbeknownst to the
defendants, Freitas was a cooperating witness working with the FBI. During the covert portion of the
investigation, Freitas made over 170 audio and video tape recordings with Pannone, Ead, Glancy, and
others.

Ead subsequently pled guilty to six countsre ating to the schemeand agreed to cooperatein the
ongoing investigation. In atrial handled by the District of Rhode Island USAO, ajury subsequently
convicted Glancy on all counts of the indictment.

United States v. Annarino and Pannone

On September 21, 1999, former Chairman of the Providence Board of Tax Assessment Review
Joseph Pannone and Providence Tax Collector Anthony Annarino wereindicted on corruption charges
relating to a scheme to forgive interest and pendties on past-due property taxes in exchange for cash
payments.

Pannone pled guilty on December 6, 1999, to one count of conspiring to commit extortion, one
count of conspiring to commit mail fraud, and four counts of mail fraud. Pannone admitted that he and
Annarino conspired to extort cash payments under color of official right from Providence businessman
Anthony Freitas, in exchange for which they took steps to forgive interest and penalties that Freitas
owed on property taxes. As part of his plea agreement, Pannone also pled guilty to eight of the ten
counts of a separate indictment in which he was charged rdating to a scheme to lower Providence
property tax assessments in exchangefor cash payments.
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Annarino subsequently pled guilty to two counts of attempted extortion.

United States v. Scungio

John A. Scungio, an attorney licensed to practicelaw in Rhode Island and Florida, pled guilty
on December 2, 1999, to a one-count information charging him with making fal se statements during
an interview conducted by agents of the FBI.

Scungio represented Providence property owners Paul and Gail Calenda in their 1998 appeal
of three property tax assessments to the Providence Board of Tax Assessment Review. Scungio was
referredto the Calendas by Joseph Pannone, then-Chairman of theBTAR. Scungio madeapresentation
to the BTAR on behalf of the Calendas and the BTAR subsequently reduced the assessments on the
Calendas propertiesby approximately $300,000, thus substantially lowering the property taxesthat the
Calendaswould berequired to pay. Inexchangefor thesereductions, Pannone accepted $5,000in cash
from Scungio, who had been given the cash by Gail Calendato giveto Pannone. Pannonetold Scungio
that the $5,000 would be split between Pannone, BTAR Vice Chairman Ead, and Providence Deputy
Tax Assessor Glancy.

On May 12, 1999, Scungio was interviewed by two agents of the FBI. The agents asked
Scungioif he knew how the Calendas had been referred to him when they were seeking representation
beforethe BTAR. Scungio falsely toldthe agentsthat he did not know how the Calendas had cometo
retain him, when in fact he knew that Pannone had recommended him to the Calendas. In addition, the
agentsasked Scungio if Pannone had received any money in exchange for arranging the Calendas tax
assessment reductions. Scungio falsely stated that Pannone had not received any money in exchange
for hisactionsin connection with the Calendas BTAR appeal, when in fact Scungio knew that he had
provided $5,000 in cash to Pannone on behalf of the Calendas.

ELECTION CRIMES

ThePublicIntegrity Section closed two mattersinvolving allegations of election crimesduring
1999. Asof December 31, 1999, three such matters were pending in the Section. Also during
1999, the Section handled the following case involving election crimes:

United States v. Bertsch, Central District of California

Richard Choi Bertsch pled guilty to aone-count misdemeanor information on August 25, 1999,
charging him with making an illegal excessive contribution in violation of the Federal Election
Campaign Act. Bertsch was sentenced on November 18, 1999, to one year of probation and a $9,000
fine.



In 1994, after previously contributing $1,000 to the reel ection campaign of Senator Edward M.
Kennedy in hisown name, Bertsch caused three of his employeesto contribute $1,000 to the K ennedy
campaign. A few days before each of these purported employee contributions, Bertsch provided the
three employees with the funds to make the contributions. Through hisuse of these conduits, Bertsch
made $3,000inillegal excessive contributionsto the Kennedy campaign. Bertsch admitted that, at the
time of his excessive contributions, he was aware of the limitation on the amount of contributions
individuals could contribute to campaigns for federal office.
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PART III

NATIONWIDE FEDERAL PROSECUTIONS
OF CORRUPT PUBLIC OFFICIALS

INTRODUCTION

The tables in this section of the Report reflect data that is compiled from annual nationwide
surveys of United States Attorneys by the Public Integrity Section.

Asdiscussed in Part I, most corruption cases are handled by the local United States Attorney’s
Officein the district where the crime occurred. However, on occasion outside prosecutors are asked
either to assist thelocal Office on acorruption case, or to handlethe case entirely asaresult of recusal
of the local Office dueto apossible conflict of interest.

The figures in the following tables include all public corruption prosecutions within each
district. These prosecutions were either handled solely by the local United States Attorney’ s Office,
jointly by thelocal Office and acomponent of the Justice Department in Washington, DC, or solely by
prosecutors outside the local office.

LIST OF TABLES

TABLE I:  Nationwide Federal Prosecutions of Corrupt Public Officialsin 1999

TABLE II:  Progress Over the Past Two Decades.
Nationwide Federal Prosecutions of Corrupt Public Officials

TABLE III: Federal Public Corruption Convictions by District
Over the Past Decade
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TABLE I

NATIONWIDE FEDERAL PROSECUTIONS
OF CORRUPT PUBLIC OFFICIALS

IN 1999
Federal Officials
Indicted 480
Convicted 460
Awaiting Trial 101
State Officials
Indicted 115
Convicted 80
Awaiting Trial 44
Local Officials
Indicted 237
Convicted 219
Awaiting Trial i 95
Others Involved
Indicted 302
Convicted 306
Awaiting Trial | 89
Totals *
Indicted 1,134
Convicted 1,065
Awaiting Trial 329

37

* The District of New M exico Did Not Provide Data




TABLE II

PROGRESS OVER THE LAST TWO DECADES:
NATIONWIDE FEDERAL PROSECUTIONS OF CORRUPT PUBLIC OFFICIALS

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
I

FEDERAL OFFICIALS

Indicted 123 198 158 460 408 563 596 651 629 695
Convicted 131 159 147 424 429 470 523 545 529 610
Awaiting Trial as of 12/31 16 23 38 58 7 90 83 118 86 126

STATE OFFICIALS

Indicted 72 87 49 81 58 79 88 102 66 71
Convicted 51 66 43 65 52 66 71 76 69 54
Awaiting Trial as of 12/31 28 36 18 26 21 20 24 26 14 18

LOCAL OFFICIALS

Indicted 247 244 257 270 203 248 232 246 276 269
Convicted 168 211 232 226 196 221 207 204 229 201
Awaiting Trial as of 12/31 82 102 58 61 74 49 55 89 79 122

- "
PRIVATE CITIZENS INVOLVED IN PUBLIC CORRUPTION OFFENSES

Indicted 285 279 349 265 262 267 292 277 303 313
Convicted 252 294 249 257 257 240 225 256 240 284
Awaiting Trial as of 12/31 87 70 72 77 97 97 84 135 109 109
| — | —[— " ]

TOTALS

Indicted 727 808 813 | 1,076 931 1,157 | 1,208 | 1,276 1,274 1,348
Convicted 602 730 671 972 934 997 | 1,026 | 1,081 1,067 1,149
Awaiting Trial as of 12/31 213 231 186 222 269 256 246 368 288 375
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TABLE I (continued)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 Totals
1 e S S
FEDERAL OFFICIALS
Indicted 615 803 624 627 571 527 456 459 442 480 10,085
Convicted 583 665 532 595 488 438 459 392 414 460 8,993
Awaiting Trial as of 12/31 103 149 139 133 124 120 64 83 85 101 1,816
1 e S S
STATE OFFICIALS
Indicted 96 115 81 113 99 61 109 51 91 115 1,684
Convicted 79 77 92 133 97 61 83 49 58 80 1,422
Awaiting Trial as of 12/31 28 42 24 39 17 23 40 20 37 44 545
1 S S
LOCAL OFFICIALS
Indicted 257 242 232 309 248 236 219 255 277 237 5,004
Convicted 225 180 211 272 202 191 190 169 264 219 4,218
Awaiting Trial as of 12/31 98 88 91 132 96 89 60 118 90 95 1,728
1 S S
PRIVATE CITIZENS INVOLVED IN PUBLIC CORRUPTION OFFENSES
Indicted 208 292 252 322 247 227 200 292 364 302 5,598
Convicted 197 272 246 362 182 188 170 243 278 306 4,998
Awaiting Trial as of 12/31 71 67 126 99 95 91 80 106 128 89 1,889
1 S S
TOTALS
Indicted 1,176 | 1,452 | 1,189 ( 1,371 | 1,165 | 1,051 984 | 1,057 | 1,174 | 1,134 22,371
Convicted 1,084 | 1,194 | 1,081 [ 1,362 969 878 902 853 | 1,014 | 1,065 19,631
Awaiting Trial as of 12/31 300 346 380 403 332 323 244 327 340 329 5,978
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TABLE I

FEDERAL PUBLIC CORRUPTION CONVICTIONS BY DISTRICT

OVER THE PAST DECADE
U.S. Attorney’s Office 1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | Totals
Alabama, Middle 0 0 4 4 0 1 4 6 4 2 25
Alabama, Northern 1 0 3 4 12 2 4 4 1 17 48
Alabama, Southern 3 2 0 4 11 3 1 9 0 6 39
Alaska 1 0 1 0 0 2 2 3 1 4 14
Arizona 4 8 8 16 10 2 6 8 5 7 74
Arkansas, Eastern 0 6 2 4 2 0 1 4 4 5 28
Arkansas, Western 3 1 2 2 1 0 0 1 1 0 11
Cdlifornia, Central 57 34 35 92 62 94 66 58 39 58 595
Cdlifornia, Eastern 23 22 20 23 19 18 26 17 18 17 203
Cadlifornia, Northern 2 6 13 22 7 25 16 7 14 9 121
California, Southern 6 6 5 0 4 7 16 2 4 4 54
Colorado 10 13 Reponed 0 Revonted 0 0 0 2 1 26
Connecticut 8 4 10 3 16 8 5 4 6 8 72
Delaware 0 0 0 8 1 0 0 1 4 2 16
District of Columbia 50 | 23 | M| 39 | 80 | M | 37 | 32 | 72 | 60 | 393
Florida, Middle 19 | 28 | 23 | 11 | M| 22 | 24 | 15 | 12 | 24 | 178
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TABLE I (continued)

U.S. Attorney’s Office 1990 [ 1991 | 1992 (1993 | 1994 (1995 (1996 |[1997 | 1998 | 1999 | Totals
Florida, Northern 9 6 4 10 5 5 7 8 5 4 63
Florida, Southern 42 14 21 22 51 42 29 31 79 106 437
Georgia, Middle 10 19 4 4 17 6 5 6 3 2 76
Georgia, Northern 19 21 17 13 19 19 11 Reg:r‘led 1* 6 126
Georgia, Southern 5 1 Rez‘;‘ted 10 0 7 1 38 6 3 71
Guam 2 0 3 10 9 1 3 7 6 7 48
Hawaii 6 2 1 7 9 6 4 4 6 2 a7
Idaho 1 0 2 3 0 7 4 3 7 5 32
[llinois, Central 1 1 1 4 4 10 10 7 8 2 438
llinois, Northern 80 18 53 84 74 67 71 55 55 53 610
Ilinois, Southern 3 0 1 1 2 24 2 2 4 5 44
Indiana, Northern 9 2 2 6 6 7 12 14 3 8 69
Indiana, Southern 6 6 2 5 8 5 5 4 4 1 46
lowa, Northern 6 3 2 5 3 4 2 1 3 2 31
lowa, Southern 4 2 2 4 0 0 0 0 1 0 13
Kansas 0 1 0 5 11 3 1 3 3 6 33
Kentucky, Eastern 12 5 1 9 13 9 8 11 8 17 93
Kentucky, Western 12 7 0 5 5 5 11 4 6 8 63
Louisiana, Eastern 36 6 2 13 20 6 30 24 17 19 173
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TABLE I (continued)

U.S. Attorney’s Office 1990 | 1991 | 1992 [ 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999 | Totals
Louisiana, Middle 14 0 0 5 4 6 7 4 13 3 56
Louisiana, Western 8 4 3 8 11 8 11 11 9 2 75
Maine 3 8 7 10 3 1 6 4 0 0 42
Maryland 2 14 15 21 17 0 11 3 5 7 95
Massachusetts 5 | 1 | el 9 | 12| 27| 3 | 12| 27 | 21 | 159
Michigan, Eastern 27 8 13 11 6 1 4 10 14 18 112
Michigan, Western 12 8 3 9 10 11 14 3 0 8 78
Minnesota 9 3 | = | 4 5 5 7 1 | 14 | 8 56
Mississippi, Northern 3 0 2 13 13 12 6 3 0 42 94
Mississippi, Southern 9 7 13 12 6 3 9 4 8 17 88
Missouri, Eastern 1 8 2 7 17 19 5 7 15 16 97
Missouri, Western 13 9 5 6 9 6 16 18 1 10 93
Montana 17 0 1 0 3 0 0 1 4 5 31
Nebraska 0 3 1 1 1 4 1 1 0 0 12
Nevada 0 5 0 0 1 0 6 1 7 9 29
New Hampshire 1 2 1 1 1 0 0 0 1 1 8
New Jersey 20 8 13 21 23 16 41 21 58 43 264
New Mexico 6 0 6 6 6 0 5 | el 0 | e |29
New York, Eastern 24 16 7 62 20 23 11 39 17 18 237
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TABLE I (continued)

U.S. Attorney’s Office 1990 [ 1991 | 1992 (1993 | 1994 [ 1995 | 1996 |[1997 | 1998 | 1999 | Totals
New York, Northern 17 13 12 14 8 11 22 9 9 9 124
New Y ork, Southern 29 68 | .| 29 58 39 38 43 61 33 398
New York, Western 19 11 5 11 21 6 11 11 3 7 105
North Carolina, Eastern 3 16 0 3 2 2 5 9 5 4 49
North Carolina, Middle 4 6 3 4 3 1 0 4 8 7 40
North Carolina, Western 2 1 1 1 2 10 1 8 3 3 32
North Dakota 4 2 2 3 8 10 4 5 6 0 a4
Ohio, Northern 36 21 15 35 19 19 25 29 90 25 314
Ohio, Southern 26 13 21 26 21 12 13 11 10 29 182
Oklahoma, Eastern 0 0 0 0 1 1 4 3 7 3 19
Oklahoma, Northern 0 1 7 10 0 2 2 4 4 2 32
Oklahoma, Western 3 0 0 6 6 6 1 1 0 7 30
Oregon 5 0 5 1 2 6 0 0 1 3 23
Pennsylvania, Eastern 27 34 14 29 10 24 11 35 25 37 246
Pennsylvania, Middle 4 6 4 9 9 8 8 14 7 12 81
Pennsylvania, Western 4 8 8 9 1 11 10 2 4 8 65
Puerto Rico 7 3 12 13 4 1 4 2 0 13 59
Rhode Island 6 4 0 2 6 6 0 2 1 3 30
South Carolina 7 0 20 26 22 5 4 6 13 11 114
South Dakota 9 0 2 1 1 6 6 7 7 1 40
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TABLE I (continued)

U.S. Attorney’s Office 1990 | 1991 | 1992 [ 1993 | 1994 [ 1995 | 1996 | 1997 | 1998 | 1999 | Totals
Tennessee, Eastern 21 4 0 8 5 7 5 6 Reg(f:led 4 60
Tennessee, Middle 23 1 1 6 6 1 4 1 0 6 49
Tennessee, Western 33 6 4 12 16 12 10 13 7 12 125
Texas, Eastern 1 3 0 5 | = | 3 | 5 2 9 3 59
Texas, Northern 0 0 1 11 2 4 5 26 7 9 65
Texas, Southern 9 3 6 15 33 26 26 34 22 31 205
Texas, Western 11 2 9 16 7 7 9 2 15 10 88
Utah 6 0 0 0 0 0 0 5 2 5 18
Vermont 0 3 0 1 1 2 0 0 1 2 10
Virgin Islands 10 0 0 3 1 0 Regg:ted 5 8 11 38
Virginia, Eastern 32 51 26 15 11 13 7 9 32 17 213
Virginia, Western 2 5 7 4 3 1 1 2 2 8 35
Washington, Eastern 5 0 Rer’j::ted Rel’j;’:ted 2 0 0 1 0 1 9
Washington, Western 12 7 1 1 2 17 8 6 10 10 74
West Virginia, Northern 2 2 1 0 0 2 0 1 1 3 12
West Virginia, Southern 13 3 1 5 0 3 3 2 8 3 41
Wisconsin, Eastern 7 4 7 7 1 7 8 6 11 4 62
Wisconsin, Western 0 0 0 0 0 0 1 0 0 0 1
Wyoming 5 1 1 1 4 0 3 3 0 1 19
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