TEXAS

SOUTHERN DISTRICT OF

WHITE COLLAR CRIME
he district’s prosecution strategy
in white collar crime is to:

a Strengthen cooperation with
investigative agencies of the
state, local governments, and
other federal agencies to ensure
maximum impact of investiga-
tions and prosecutions,

a Work proactively with investi-
gative agencies to identify,
investigate, and prosecute white
collar criminal offenses through-
out the district, and

a Enhance public awareness of
fraudulent practices and the
consequences of this type of
criminal activity.

White collar crime cases often involve
multiple agencies pooling investigative
resources. The health care fraud
working group is an example of this
cooperative approach to carry
investigations. Prosecutors are
assigned to work with investigators
and remain responsible for cases from
the investigative stage through the
completion of trial-level litigation.

More complex cases require litigation
teams of attorneys, investigators and
paralegal specialists and sometimes
translators.

The following cases represent pros-
ecutions over the past year that
targeted white collar criminals.

Tax EVADING ATTORNEY
ORDERED TO PAY FOR

ProsecutioN COSsTS

Houston attorney George Bishop was
sentenced to 18 months for failing to
report over $1 million dollars in legal fees
and the evasion of more than $300,000 in
taxes. In addition to the prison
sentence,U. S. District Judge Ewing
Werlein ordered Bishop to pay more than
$9,000 for the government’s costs of the
trial. AUSA: Amy Lecocq & Tax Divi-
sion Attorney Melissa Marquez;
AGENCY:IRS.

HoustoN MEN

ConvicTep oF NBA Scam

Moses Mays and Gene Price arranged
for numerous NBA and WNBA teams to
send autographed basketballs and jerseys
for auction. The auction was ostensibly
for a benefit they were going to hold in
Houston for the late Kim Perrot, the
cancer-stricken point guard for the
national champion Houston Comets.

Man gets prison term in silent aoction sca
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No benefit was held; Mays and Price
kept these items. Both men were charged
and convicted for soliciting items from the
teams on the fraudulent pretext. AUSA:
Mary Jane Harmon; AGENCY: FBI.
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WoMAaN GUILTY OF LAUNDERING

PRrROCEEDS OF MEDICARE FRAUD
Alice Joy Smith, who owned and oper-

Home HEALTH CARE FRAUD
The owners and operators of Houston-
based Affiliated Professional Home

Health Care Agency (APRO), were ated
charged with conspiracy, mail fraud and Touch of
money laundering. These charges Care
stemmed from a scheme to submit millions Home
of dollars in false and fraudulent expenses Health Some of the
for reimbursement to the Medicare Inc., Touch of
Program. The investigation also showed used the Care
that defendants were paying illegal kick- agencyto iz, ’ }v’ ZZ?;Z? &
backs to procure Medicare patients. bill hun- derived with
Three defendants were convicted after dreds of illegal
trial. The defendants forfeited cars and thousands proceeds.
real estate purchased with the proceeds of dollars of
of the offenses. AUSA: Albert Balboni & personal :
Michael Schwartz; AGENCY: DHHS, expenses to Medicare disguised ™
IRS, FBI. as legitimate health care
expenses. Salaries totaling approxi-
CONTINENTAL AIRLINES SENIOR mal?tely $143,000 were pa%d g) two of
DIRECTOR & ASSOCIATE GUILTY Smith’s grandchildren, despite the fact
Judge ordered restitution of $452,072.42 to David neither individual ever worked for Touch
be paid to C"tmtinental /.lirlines 0ut. of Schermock, of Care. A twenty-nine count indictment
;;’,f:,:n ,Z;’:ts assets previously forfeited tothe || 6, worked charged Smith with mail fraud, money
at Continen- laundering and obstruction of a criminal
tal Airlines from 1994 to 1998, as Director health care fraud investigation. Asa
of Technical Purchasing, Director of result of the fraudulent billing of personal
Airframe Repair, Senior Director of expenses, Touch of Care received a
Airframe Repair and Modification, and Medicare reimbursement check in
finally as the Acting Senior Director of excess of $500,000. Smith was sen-
Material Planning. In courthe admitted that tenced to 21 months and ordered to pay -
he orchestrated a kickback scheme for restitution of $1.2 million. AUSA: Albert =)
personal gain by assisting several of his Balboni; AGENCY: FBI, HHS-OIG. =
business associates in securing third-party o~
vendor contracts with Continental. Investi- INVESTMENT SCHEME =
gators found that Scbermock 'flnd his friend NETS 15 YEARS =
Douglas Hyde,‘ regelved 69 kickback David Schellhaas, of Houston, convinced ;
payments t'otalmg in excess of $799,000. several groups of investors from around =
Hyde admitted that he and Schermock . e
C ) ) the country to give him $7 million to &
agreed to conceal their business relationship investin a “secured high-yield investment »
from Continental. They both pled guilty ' . , —
before U. S. District Judge David Hittner to program.” The investors” money was to
. be placed in an offshore trading program ~
conspiracy and fraud charges. AUSA: John in Europe <
Wagner, John Kinchen Mike Schwartz & ' =
Charles Escher; AGENCY: IRS & FBI. >
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He promised the investors large returns
on their investments in a short time
frame. The evidence showed that no
such investment programs existed and

PUBLIC CORRUPTION

hose who hold public office,
whether elected, appointed or

SOUTHERN DisTRICT OF TEXAS

that Schellhaas completely defrauded
the investors. U.S. District Judge
Melinda Harmon sentenced Schellhaas
t0190 months after he was convicted
by a jury of wire fraud and money
laundering. The sentence imposed in
this case is one of the longest in a fraud
case in the district. AUSA: Julie Bowen
Stern; AGENCY: IRS.

hired, bear special responsibilities
in their positions. Prosecutors pay special
attention to any violations that involve
abuse of office by a public employee.

Criminal wrongdoing by any public official,
especially one with law enforcement
responsibilities, seriously undermines the
trust which communities place in public
officials. Prosecutors in the Public Integrity
Unit of the Special Prosecutions Section
work with agents to investigate charges of
public corruption.

COUNTERFEIT SECURITIES

Seven individuals all pled guilty to
possessing various counterfeit securi-
ties. Juan Ramon Castro, aka “Chino”
and his girlfriend, Rosa Jaimes, led five
others in a conspiracy to obtain money
from various merchants and banks by
passing counterfeit payroll checks of
Manpower, Inc. The indictments
resulted in the seizure of $17,000 in
currency. The monetary transactions in
this case demonstrated $2.5 million in
fraud by the organization. Castro and
Jaimes each received a three-year
sentence and were assessed $17,884 in
restitution after pleading guilty. The
remaining defendants received
sentences ranging from 5 to 18 months
in prison. AUSA: Jon Muschenheim;
AGENCY: Corpus Christi PD & U.S.
Secret Service.

WEBB COUNTY CORRUPTION

In September 2000, five defendants were
found guilty of conspiracy to commit
Hobbs Act violations in a case-fixing
scheme involving the Webb County District
Attorney’s Office in Laredo. This trial was
part of an extensive public corruption
investigation that became public with the
execution of federal search warrants at the
Webb County District Attorney’s Office,
the office of local bail bondsman Gregorio
Jesus Castaneda, the Laredo law office of
Ruben Garcia, and the home of Jose
Rubio, Sr., the father of the Webb Co.
District Attorney.

Laredo Morning@imes

We're your hometown newspaper and wiore

Rubio Sr.,
Castaneda
sentenced

BY KELLY

K
- Rubio was acquitted of ona o cach cownt while both
charge. [See *RUBIO Page 14A)
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In 1998, attorney and former State
District Judge Ruben Garcia pled guilty
to a criminal information charging him
with case fixing under the Hobbs Act.
That same year a federal grand jury
sitting in Laredo returned an indictment
charging Webb County Assistant District
Attorney Ramon Villafranca and others
with conspiracy to commit Hobbs Act
violations in the case fixing scheme with
Ruben Garcia. Villafranca stood trial in
Laredo in 1999 and was found guilty.
The later trial stemmed from the July
1999 indictment of ten defendants with
21 counts of Hobbs Act and conspiracy
violations relating to case fixing in Webb
County. Those charged included two
Webb County Assistant District
Attorneys, three District Attorney
Investigators, a bail bondsman, and
the father, brother and cousin of the
District Attorney. Jose Rubio, Sr. was
sentenced to 51 months, Castaneda
received 5 years, and defendant Carlos
Rubio was sentenced to 32 months.
AUSA: Don DeGabrielle, Marina
Marmolejo-Garcia & Trey Martinez;
AGENCY: FBI, Laredo PD, U.S.
Customs, U.S. Border Patrol & IRS.

TDHCA BoARD MEMBER

CONVICTED OF BRIBERY

Florita Bell Griffin, a board member of
the Texas Department of Housing and
Community Affairs (TDHCA) and her
business partners were found guilty of
bribery, theft, mail fraud and money
laundering. Griffin was found guilty of
accepting money and property in
exchange for her support of an
application for tax credits submitted
to the TDHCA board which voted on
approval of those applications.

She was convicted of conspiring with
co-defendants to form a company which
would be a part of a development team
that would submit a proposal to TDHCA
to build low income housing, the award
of which would result in receipt of
valuable tax credits.

state agency ofTicial
convicted of bribery

Sentencing is set for March 2001. She
faces up to 55 years imprisonment and
fines up to $2 million. AUSA: Gary L.
Cobe; AGENCY: FBI & DPS.

YEARIN REVIEW 2000

[\
[



AGENT SENTENCED IN

MUuRrDER-FOR-HIRE PLOT

Chief U. S. District Judge George
Kazen in Laredo sentenced Salvador
Martinez, a former DEA agent, to 87

Ex-DEA a : ol
- gent apologizes for plot
Ol federal
€ gets 7 years fOr Seekmg hlt man to dvenge COUSIH S dedth pnson.
By MARK SMITH r of his cousin, Sal, the result of an .
Houston Chronicle Salvador [P ongoing feud between the DEA MaI’tlIleZ
e Martinez still and the FBL
LAREDO — A former federal eCalls the day £ A e I st g0k wind
drug agent stood before a judge his cousin was that Sal was talking recklessly was
Friday and turned down a chance slain — he §& }?]E‘V sh:aulsd ]hdlve notified the 3
to prove his innocence, apologiz-  learned about ﬁ'x s should havetheen Charged m
ing for trying to hire a hit man to it on his Sk ;)llworsnlt[oeggtsu::tgx:mx*dtelv!tu
avenge the 1995 slaying of his wedding [N would have been dmplmiﬁea,lé December
dor Martinez’s sentence of *Aainmversary 1ec§|we’(1‘!hct)unsc]111g Jordan
S 3 SRS TGIT, sai e FBI should have :
:;‘“" » }-\Ul{? {J’I‘(‘:"Sn‘;”\ the (111' the shooting death five years ago  handled this much like they have 2000 Wlth
sarfier This Gould ke “‘; ”;i’]”] “‘ of Jordan’s younger brother, for their own agents — keeping 4
5 bragla 4k sotaples | € ene of - Bruno, that Martinez was trying the matter internal.” L
plex border fam- t h]_rln
ily saga. 0 avenge. Prosecutors have said that ga-n
But it probably isn’t. The way Jordan sees it, there artinez's plot was outrageous LI
Another cousin of Martinez’s is  are now two injustices: the mur- e nmd((l Cominal prigecu- dllal
the retired head of the Dallas of- der of his 27-year-old brother, g(mr pd F',jw[ S\[ﬁ““l agenohn mlel
fice of the Drug Enforcement Ad-  which he believes was financed b\ < Leon i NCAllen, We Lik the 5
ministration, Phil Jordan. It was  a drug cartel, and the prosecution See DEA on Page 18A. tO klll
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Miguel Flores. Martinez suspected
Flores murdered Martinez’s cousin in a
1995 robbery incident. In a detailed
plea agreement, Martinez admitted that
he had promised to pay a source
$10,000 in “investigative expenses” for
Flores to be killed.

In September 1999, Martinez con-
tacted the source by phone and the two
agreed to meet in McAllen. Martinez
met with the source, handed him an
envelope and indicated that the envelope
was regarding “El Primo” (the cousin).
From October to December a series of
conversations between Martinez and the
source were recorded with the assis-
tance of the FBI, which substantiated
the existence of the agreement to kill
Flores. Martinez was arrested after a
search of his office at the U. S. Consu-
late in Monterry, Mexico. Evidence
from the search confirmed Martinez’s
plan to have Flores killed. AUSA: Mary
Lou Castillo; AGENCY: FBI & DEA.

TeEXAS RANGERS TEAMWITH IG IN

INVESTIGATION OF FEDERAL COUPLE
Brian Brown and his wife, Sylvia
Longoria Brown accepted a $3,500
bribe in return for providing information
related to the sentencing of a federal
defendant. Brown was a Special Agent
with the U. S. Customs Service, and his
wife, Sylvia Brown, was a contract
employee with the U. S. Marshal’s
Service for the Southern District of
Texas. AUSA: Larry Eastepp;
AGENCY: OIG & Texas Rangers.
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CIVIL RIGHTS

he Civil Rights Unit is respon-

sible for prosecution of those

who violate the civil rights of
others. These federal offenses can be by
officials acting under color of law or by
those who seek to deny civil rights to
others on the basis of race, religion or
national origin. Cases presented in 2000
represent both forms of civil rights
violations.

The office also sponsored a major seminar
in Houston Eliminating Hate Crimes, to
enhance public awareness and to
promote prevention measures for these
crimes.
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Cross BUurnNING IN KATY
BRINGS 10 YEAR SENTENCED

Cross-burner gets 10 )a‘s_

Group’s leader apologizes to Ross famil

By JO ANN ZUNIGA juana,
Houston Chronice

“I did this with an altered mind, not
a hateful heart,” Marshall said, calling
the incident “a gross misunderstand

ing”
“But I did hurt
the law. I hope y:
behind

, and I did break
put this ugly

hat duri
an b
,” he said.

On the night of June 19, 2000 five young
men set a six-foot cross on fire at the
home of an African-American family
living in Katy, Texas. The FBI, acting
on information obtained from a
confidential informant, arrested the men
soon after the incident. They were
charged with violating the civil rights of
the African-American family by
infringing on their right to occupy
their home without intimidation and
interference because of their race
and color. The co-conspirators
received sentences ranging from 13
months to 37 months after pleading
guilty. The lead defendant, Matthew
Marshall, received10 years for using fire
in the commission of a felony. AUSA
Ruben R. Perez and Daniel Velez, DOJ
Criminal Civil Rights Section; AGENCY:
FBI & Harris County Precinct 5
Constable’s Office.

HoustoN PoLicE OFFICER GUILTY

oF CiviL RIGHTS VIOLATION
Cedric Rodgers, of Houston, will be
spending the next 41 months in prison.
Following a four day trial, a jury found
Rodgers guilty of depriving another
person of civil rights while acting under

is friends as

gatc s
) his bidding, the

is (the defen:
1 were sown at home,”

color of law. The jury found that
Rodgers, a Houston Police Officer since
1983, conspired to steal $30,000 from a
drug dealer. Rodgers used his authority
as a police officer to stop the car,
thereby allowing his co-conspirator to
steal $30,000 in cash and place the
money in Rodgers’ unmarked police car.
Rodgers’ plan unraveled when other
police officers arrived on the scene and
discovered the money. AUSA: Gerald
Doyle and Mai Linh Spencer, DOJ
Criminal Civil Rights Section; AGENCY:
FBI, DEA, & HPD-IA.

ENVIRONMENTAL
CRIMES

e Environmental Crimes Unit
works to prosecute crimes
concerning the release of hazard-

ous waste into waterways, illegal trans-
portation of hazardous waste and
violations of the laws protecting endan-
gered species.

Significant environmental cases in 2000
involved smuggling and illegal dumping.
A Denver businessman, Kenneth
McManus, was convicted under the
Clean Air Act of smuggling 2,400
pounds of dichlorodifluoromethane, also
known by the trade name Freon-12,
from Saudi Arabia into the U.S.

A Los Angeles woman was convicted for
smuggling 1500 sea turtle eggs from El
Salvador into the United States. Sea
Turtle eggs are prohibited from being
imported without the appropriate permit
because of their status as threatened or
endangered wildlife.

YEARIN REVIEW 2000
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The owner of a sewage removal and
transportation business was convicted
under the Clean Water Act of dumping
sewage removed from septic systems
into the San Jacinto River instead of
disposing of it properly at a licensed
facility. The San Jacinto River empties
into Lake Houston where the City of
Houston obtains a substantial amount of
its drinking water.

A ship captain and his chief engineer
were convicted of dumping fuel oil
residue in the Atlantic. In a separate
case, a ship and barge cleaning com-
pany was convicted of a Clean Water
Act violation and paid a $25,000 fine
and agreed to pay a total of $975,000
to the Coastal Conservation
Association and the Galveston Bay
Foundation to demonstrate its commit-
ment to a better environment.

POST-TRIAL
LITIGATION

uccessful prosecution of criminal
S offenses regularly involves post-

trial litigation. Criminal appellate
litigation is the responsibility of the
Appellate Division. The work of these
attorneys before the Fifth Circuit Court
of Appeals clarifies issues and sets
standards that guide criminal
procedure.

In 2000, the U.S. Attorney’s Office
litigated 355 criminal appeals before
the Fifth Circuit Court of Appeals. In
addition to the criminal appeals, the
Appellate Division manages a full
docket of other post conviction
matters. In 2000 there were 161 such
matters involving primarily habeas
corpus petitions under 28 U.S.C.§
2255.

The cases below represent the types of issues

addressed in criminal appeals taken before the
Fifth Circuit:

In U.S. v.Chavez-Chavez, 205 F.3d 145 (5"
Cir.2000), the Fifth Circuit upheld an investiga-
tory stop by experienced Border Patrol agents
of a van that was being driven early in the
morning outside of Corpus Christi. Notwith-
standing that the stop occurred 150 miles north
of the border, the court found that regular use
of the highways for alien smuggling activity
coupled with the unkept appearance of the
passengers, the nervous appearance of the
driver and the rigid suspension of the van,
supported the finding of reasonable suspicion of

criminal activity. Briefed by AUSA Jeffery
Babcock.

U.S. v. Tovias-Marroquin, 218 F.3d 455 (5%
Cir. 7/11/2000). The court held thata 8
U.S.C. § 1326, illegal reentry, did not create a
“status offense” in violation of a defendant’s
right to due process of law. Defendants are
required to commit an act, to wit, reentering the

U.S. without permission. Briefed by AUSA
David Peck.

U. S. v. Drones, 218 F.3d 496 (5" Cir. 7/25/
2000). The government appealed the district
court’s vacatur of conviction grounded on
ineffective assistance of counsel. District court
grounded ineffective assistance finding on
counsel’s failure to investigate and present
voice identification evidence. The court of
appeals reversed noting that “the uncertainty of
the current state of the law regarding the
reliability and admissibility of expert voice
identification evidence” led to the conclusion
that counsel’s failure to pursue that defense was
not unreasonable. Briefed and argued by
AUSA Kathy Snyder.

U.S. v. Deavours, 219 F.3d 400 (5" Cir. 7/
13/2000). The court held that the appropriate
measure of “intended loss” for purposes of
sentencing a defendant involved in a Ponzi
scheme is the amount the defendant placed at
risk by misappropriating money or other
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property and is not reduced by any sum
returned to investors in the form of payments
to further promote the scheme. Briefed by
AUSA James Turner.

U.S. v. Wise and Grebe, 221 F.3d 140 (5*
Cir. 7/31/2000). The court of appeals made
two significant holdings in this case involving
terrorist threats. First, the court held that the
phrase “without lawful authority” in 18
U.S.C. § 2332a s an affirmative defense, not
an element of the offense. Second, the
defendants could be convicted of aiding and
abetting of knowingly and intentionally
threatening to use a weapon of mass destruc-
tion, even though the principal was a govern-
ment agent authorized by the FBI to send
threatening e-mails. Briefed by AUSA Paula
Offenhauser and argued by AUSA Tony
Roberts.

U.S. v. Guerrero, 234 F.3d 259 (5" Cir. 11/
22/2000). The court upheld a conviction for
making a false statement on an ATF form in
connection with the attempted acquisition of a
firearm, a violation of 18 U.S.C. 922(a)(6),
noting that the fact that a background check
was required under the Brady Act did not
preclude a finding that a false statement was
likely to deceive a dealer. Briefed and
argued by AUSA Jim Powers.

U.S. v. Lyckman, F.3d (5" Cir. 12/7/
2000). This appeal was from a judgment of
conviction for distributing or receiving child
pornography. The court held that sexual
penetration of a prepubescent female quali-
fied as ““sadistic or violent” conduct within the
meaning of the sentencing guideline applicable
to material portraying sadistic or masochistic
conduct or other depictions of violence.
Briefed by AUSAKathy Snyder.

U.S. v. Garay, F.3d (5" Cir. 12/7/
2000). The court held a defendant’s status
as a deportable alien, an inherent element of

an immigration offense of which he was
convicted, was necessarily taken into
account by the Sentencing Commission in
establishing the offense level and was not a
permissible basis for adownward depar-
ture. Briefed by AUSA Tim Hammer.

U.S. v. Guzman-Ocampo, F.3d (5"
Cir. 12/21/2000). The court held that a
violation of 18 U.S.C. § 1326 is a general
intent offense and the government need not

allege a specific intent to re-enter the U.S.
illegally. Briefed by AUSA Kathy Snyder.

U.S. v. Reyes-Lugo, F.3d (5™ Cir. 1/3/
2001). The court held that a federal
sentencing court was not required to run a
federal sentence concurrently with an
undischarged state term. Briefed by
AUSA Katherine Haden, argued by
AUSA Tony Roberts.

U.S. v. Marek and Cisneros, F.3d (5"
Cir. 1/4/2001). Ina 10-5 decision, the en
banc Fifth Circuit Court of Appeals upheld
two murder-for-hire convictions holding
that even intrastate use of any facility of
interstate commerce will permit a federal
court to exercise its jurisdiction. Briefed
and argued by AUSA Kathy Snyder.

U. S. v. Ceballos-Torres, 218 F.3d 409
(5th Cir. 2000). One of the first cases to
construe 18 U.S.C. § 924(c)(1)(A)(i) after
Baileyv. U.S., 516 U.S. 137 (1995). The
court held that possession of a firearm is in
furtherance of a drug trafficking offense
when it furthers, advances, or helps forward
the narcotics offense. The weapon was
found on the defendant’s bed while the
agents were performing an immigration
check. The court of appeals upheld the
district court’s finding that the weapon was
used to protect the contraband and the
money from robbery. Briefed and argued
by AUSA Jeffery Babcock.
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