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By CONRAD WILSON
Oregon Public Broadcasting

PORTLAND — Federal law 
enforcement officials in Oregon 
say they’ve uncovered an elaborate 
scheme to convert Mexican drug 
profits from sales in the United 
States back into pesos using Chi-
nese citizens who seek to circum-
vent their country’s banking laws.

The Mexican drug cartels are 
taking advantage of the trade 
war between the United States 
and China, which law enforce-
ment officials say has increased 
the demand for U.S. dollars among 
wealthy Chinese citizens liv-
ing abroad as China has clamped 
down on its banking rules.

A federal indictment unsealed 
late last month in Oregon alleges 
Shefeng Su, 39, and Xinhua Li 
Yan, 46 — who lived in Portland 
— along with Xiancong Su, 39, 
laundered roughly $29 million 
between October 2015 and March 
2018. The three Chinese nationals 
traveled the country selling large 
amounts of U.S. dollars that were 
the proceeds of illegal drug sales 
to other Chinese citizens living in 
the United States, according to the 
indictment.

The three men are not in the 
custody of law enforcement and 
are not believed to be in the United 
States any longer, federal officials 
told OPB. Court documents also 
don’t list any attorneys represent-
ing the men in the United States. 
They’ve each been charged with 
one count of conspiracy to com-
mit money laundering in Oregon, 
as well as seven other states.

“What this indictment tells us 
is that money launderers are get-
ting more and more sophisticated 
in the methods that they’re using 
to launder proceeds,” said Assis-
tant U.S. Attorney Katie de Vil-

liers, who runs of the asset recov-
ery and money laundering division 
in the District of Oregon.

On Feb. 4, 2017, police in Texas 
pulled over and arrested She-
fang Su and Xiancong Su. They 
were carrying nearly $1.3 million 
in cash. “The cash was packaged 
in vacuum-sealed bags and loose 
bundles that were found to have 
an odor of narcotics following a 
police-canine positive alert,” the 
indictment states.

On Feb. 2, 2018, Shefeng Su 
picked up about $500,000 in a duf-
fel bag in a parking lot in Atlanta. 
Days later, Su “coordinated a bulk 
cash money pickup in Flushing, 
New York from a subject later 
arrested in a multi-kilogram fen-
tanyl seizure,” prosecutors wrote 
in the indictment.

Prosecutors allege the three 
men coordinated roughly 300 bulk 
cash pickups nationwide in cit-
ies, including Detroit, Los Ange-
les, Boston, Chicago, Fort Worth, 
Houston, Brooklyn and Atlanta.

What the Drug Enforcement 
Administration and federal pros-
ecutors uncovered is a sophis-
ticated, triangular international 
criminal enterprise where Mex-
ican drug cartels used Chinese 
nationals living in the United 
States to help bring their profits 
back across the southern border. 
In the process, Chinese nationals 
get access to cash in the U.S. that 
they otherwise wouldn’t be able to 
because of tight Chinese banking 
restrictions.

Mexican banking laws limit the 
amount of U.S. dollars that can be 
deposited into accounts to $4,000 
per month.

“That’s not nearly enough for 
large drug trafficking organi-
zations,” de Villiers said. Ulti-
mately, the cartels need to trans-
fer the dollars into pesos to access 
the proceeds of drug sales back in 
Mexico.

At the same time, China’s Cap-
ital Flight laws allow Chinese liv-
ing outside the country to access 

only $50,000 per person annually 
from their bank accounts, which 
isn’t enough for some wealthy Chi-
nese, de Villiers said.

The relationship between Chi-
nese nationals in the United States 
and Mexican drug cartels dates 
back nearly 20 years, law enforce-
ment officials say.

“The geopolitical side is new,” 
said Cam Strahm, the assistant 
special agent in charge of the Drug 
Enforcement Administration in 
Oregon.

The trade war between China 
and the U.S. has increased the 
demand for dollars among Chi-
nese living in the U.S. While there 
used to be ways to work around the 
$50,000 withdrawal restriction, 
the trade war has caused China to 
clamp down on its rules, de Vil-
liers said.

“We have seen an increase in 
the demand by Chinese nationals 
for U.S. currency here in the U.S. 
in the last three years,” de Vil-
liers said.

Su, Li Yan and Su worked as 
brokers, who took Mexican cartel 
drug proceeds and sold the bun-
dles of cash to Chinese nationals 
in the U.S., according to the indict-
ment. The buyers would then make 
a mobile transfer from their Chi-
nese bank accounts to the accounts 
of Su, Li Yan or Su. There’s no 
limit on transfers between Chinese 
bank accounts, de Villiers said.

As part of this scheme, prose-
cutors allege more than $19 mil-
lion was transferred between 
more than 251 Chinese bank 
accounts.

The brokers — like Su, Li Yan 
and Su — then buy goods in China, 
like electronics or clothing, which 
are then sent to cartel members in 
Mexico where they’re sold, effec-
tively converting the drug pro-
ceeds into pesos where they can 
be deposited into Mexican banks, 
completing the cycle.

“They’re drug traffickers, but 
they also understand they’re get-
ting repatriated for the value of 
those drugs,” the DEA’s Strahm 
said. “They’re getting that cur-
rency in the form of pesos back. 
At the highest levels, those [drug] 
organization leaders understand 
that.”

Shefeng Su is listed as owning 
two properties in Portland, as well 
as numerous businesses registered 
in Oregon, according to the state’s 
business registry. The properties 
and businesses aren’t mentioned in 
the indictment. The U.S. attorney’s 
office declined to comment.

The indictment asks for a 
money judgement of about $29 
million and lists a single item the 
three defendants should forfeit 
to the U.S. government: a Rolex 
Yacht Master Watch.

Strahm said this particular case 
started as an investigation at other 
DEA offices. He said it represents 
a major investigation for the Ore-
gon office.

“These are not the three lead-
ers of an organization,” he said. 
“These are three members of an 
organization, but there are others 
that are out there who continue to 
do the same thing.”

Trade war with China opens doors for Mexican drug cartels
Officials say trade war 
has increased demand 
for U.S. dollars among 
wealthy Chinese 
citizens living abroad
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In this Sept. 13, 2016, file photo, people enter the Mark O. Hatfield United States Courthouse in Portland. Law en-

forcement officials in Oregon say they’ve uncovered an elaborate scheme to circumvent Chinese banking laws.

By MEERAH POWELL
Oregon Public Broadcasting

SALEM — Oregon Attor-
ney General Ellen Rosen-
blum and 29 other attorneys 
general around the nation 
Thursday requested that the 
U.S. Department of Educa-
tion extend the time frame to 
cancel student loans for stu-
dents of now-closed schools.

The letter focuses on the 
Dream Center Education 
Holdings nonprofit. Dream 
Center in 2017 purchased 
Argosy University, the Art 
Institutes and South Univer-
sity from the Education Man-
agement Corporation. Those 
schools all have multiple 
locations around the U.S.

At the time of the sale, 
the Education Management 
Corporation had already 
“engaged in misconduct that 
set the schools on a path 
toward financial instability,” 
the AGs’ letter states.

Dream Center Education 
Holdings closed more than 20 
schools last year, including 
the Art Institute of Portland.

The letter states that tens 
of thousands of students 

were unable 
to complete 
their studies 
and obtain 
d e g r e e s 
because of 
the misman-
agement of 
the schools.

Students who were 
enrolled in the schools when 
they closed are eligible for 
student loan forgiveness. If 
students withdrew, they’re 
only eligible for that forgive-
ness if they left within 120 
days of the closure.

The attorneys general 
are asking Secretary Betsy 
DeVos to extend that time-
line for students who with-
drew any time after Oct. 17, 
2017 — the date when the 
nonprofit started managing 
the schools.

The attorneys general 
say Dream Center Educa-
tion Holdings did not clearly 
state the dates when schools 
would be closing.

“DCEH only vaguely 
told students that the schools 
were closing, sometime,” the 
AGs’ letter states.

The attorneys gen-

eral also said that some of 
the schools did not clearly 
explain student loan for-
giveness time frames, such 
as the 120-day withdrawal 
eligibility.

The letter also states that 
for several years Argosy and 
the Art Institute enrolled 
Oregon students into its 
online programs without 
state authorization to do so.

“If DCEH received Title 
IV federal funding for those 
students, it also may have 
violated federal law because 
the schools were not legally 
authorized to operate in Ore-
gon,” the letter said.

“In sum, from the date 
DCEH took over the schools 
in Oct. 2017 to the date 
most of the schools closed 
in March 2019, DCEH vio-
lated numerous federal laws 
and the laws of 40 states, at 
minimum.”

DeVos and her depart-
ment have faced criti-
cism for violating an order 
to stop collecting student 
loans from borrowers who 
attended Corinthian Col-
leges, another now-defunct 
education company.

Attorney general requests student loan 
forgiveness extension for closed schools
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SALEM — A big rea-
son Oregon approved a ban 
on flavored vaping prod-
ucts is to stop one partic-
ular group of people from 
getting hooked on nicotine: 
teenagers.

That ban is now sus-
pended, after the Oregon 
Court of Appeals granted 
a temporary stay Thursday. 
But momentum against 
vaping is continuing, as 
one of the largest producers 
has vowed to pull most of 
its flavored vape products.

The average age of peo-
ple sickened in the recent 
outbreak of vaping lung 
injuries is 20, with some 
patients as young as 15.

“In Oregon, almost one 
in four 11th-graders report 
using a vaping product cur-
rently,” said state epidemi-
ologist Dean Sidelinger, 
who hopes the ban will 
keep teens from vaping.

But whether you’re 
talking to youth psychia-
trists or teens themselves, 
the conclusion is the same: 
Getting young people to 
give up unhealthy habits 
isn’t easy.

What’s on young 
users’ minds

At lunchtime, students 
stream across Southeast 
Powell Boulevard from 
Portland’s Cleveland High 
School to Powell Park. 
They’re eating, chatting 
and playing on the monkey 
bars.

In a far corner, a group 
of maybe a dozen kids 
are vaping and smoking. 

They’re willing to talk — 
but not give names.

One student, who said 
she vapes regularly, said a 
vaping ban would lead her 
to switch to cigarettes.

A teen boy acknowl-
edged he vapes about four 
times a day. But he insisted 
he wasn’t addicted.

Another teen who 
insisted she doesn’t vape 
said the habit is pervasive 
at Cleveland High.

“All my friends vape 
on a daily basis,” she said, 
saying teenagers think it’s 
“cool.”

She also blamed the 
widespread habit on the 
company JUUL, saying it 
“is getting kids addicted to 
vaping.”

In September, the Food 
and Drug Administration 
warned JUUL against its 
marketing and outreach 
efforts. The co-founder, 
Kevin Burns stepped 
down, and the company 
said it would suspend all 
product advertising in the 
U.S. This week the com-
pany also said it’s sus-
pending sale of most fla-
vors, with the exception of 
tobacco and menthol.

But judging by the reac-
tions from teenagers next 
to Cleveland, the advice 
from organizations, such as 
the FDA, doesn’t get much 
traction.

And how to change 
them

“The data are pretty 
clear that information on its 
own is not going to work to 
change a kid’s mind,” said 
Dr. Sarah Feldstein Ewing, 
a professor of child psychi-
atry at Oregon Health and 
Sciences University.

Ewing said that’s 
because the adolescent 
brain doesn’t finish devel-
oping until age 25, partic-
ularly the area responsi-

ble for impulse control and 
resisting temptation.

She says the best way to 
convince a teen not to vape 
is to have an open and hon-
est conversation. Ewing 
advises adults to ask ques-
tions like, “What do you 
think the risks of vaping 
are?” and “Why do they 
think doctors are worried?”

“So it might be the case 
that your child doesn’t 
immediately desist,” Ewing 
said. “But that they do have 
a chance of knowing that 
you are a person they can 
talk to about it.”

She says the discussion 
should remain calm and be 
conducted at a time when 
the teen is receptive — like 
a car journey where there’s 
no eye contact.

At the same time, par-
ents should set clear bound-
aries that will be enforced.

“For example, ‘Johnny, 
if you come home with a 
vape pen, then you’re going 
to be grounded,’” Ewing 
suggested. “So if then 
the next time you do find 
something like that, there’s 
clear, reasonable and dis-
cussed consequences that 
you can then enforce.”

Health advocates in 
Oregon have been work-
ing on a permanent ban, 
but now will have to shift 
gears to defend the tempo-
rary ban in court. Those 
in the industry say they’ll 
fight it.

The federal govern-
ment is investigating more 
than 1,400 cases of lung 
injury in every state except 
Alaska. Oregon’s seen 11 
cases and two deaths.

Researchers have yet to 
pin down the exact causes 
of the vaping illness, which 
now goes by the name 
EVALI, which stands for 
“E-cigarette or Vaping 
product use Associated 
Lung Injury.”

Flavored vape ban aimed at young users

Discouraging 
teens from not 
using is not easy
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