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A Cautionary Tale 
For Companies

By Matt Masich
LAW WEEK COLORADO

A federal “honey-launder-
ing” case in Chicago could 

help blaze a trail for more 
white-collar obstruction of jus-

tice prosecutions, says a high-profile former 
federal prosecutor now working in Denver.

German company Alfred L. Wolff 
GmbH, the leading honey importer in the 
U.S. and Europe, is accused of the largest 
food fraud in U.S. history. The Chicago U.S. 
Attorney’s office last year indicted Wolff and 
11 current or former executives for allegedly 
mislabeling Chinese honey as if it were from 
other Asian countries to avoid nearly $80 
million in U.S. tariffs.

In addition to fraud charges, the alleged 
conspirators are charged with obstruction 
of justice for deleting incriminating e-mails, 
concealing criminal activity with code 
words in e-mails and making fake shipping 
documents. 

Traditional obstruction charges aren’t 
filed unless prosecutors can name a specific 
investigation that was obstructed, but none 
of the U.S. v. Wolff defendants are alleged to 
have interfered with any particular inves-
tigation. Instead, they were charged with 
anticipatory obstruction under a relatively 
new law, 18 U.S.C. Section 1519.

“Section 1519 is unique because it does 
not require an existing pending federal 
investigation,” said Markus Funk, an inves-
tigation and white-collar defense partner 
with Perkins Coie’s Denver, New York and 
Washington, D.C., offices. “Any preemptive 
cover-up [of a federal crime] and you’re on 

the hook —you could be facing 20 years in 
the Federal Bureau of Prisons.”

And the type of activity the law covers is 
far from rare.

“The reason understanding sec-
tion  1519  is so critical is that anticipatory 
obstruction of justice is an everyday occur-
rence in the context of most, if not all, crimi-
nal schemes,” Funk said. “Consider that even 
individuals and organizations that may not 
have actually committed a crime (yet), but 
are nevertheless worried about future federal 
detection, and are, therefore, deleting emails, 
shredding documents, or employing code in 
their communications, in so doing expose 

themselves to significant criminal liability.”
Federal prosecutors have seldom used 

Section 1519, part of the 2002 Sarbanes-
Oxley Act, in major cases, but a high-profile 
success could prompt a wave of similar 
charges, said Funk, who worked 10 years for 
the Chicago U.S. Attorney’s office but isn’t 
involved in Wolff. 

Big honey, big money
The alleged Wolff conspiracy is an at-

tempt to circumvent U.S. tariffs on Chinese 
honey. 

China is the world’s biggest producer of 
honey, which it can sell at low cost because 
it’s a non-market economy. The U.S. put 
antidumping duties of up to 221 percent on 
Chinese honey to prevent it from flooding 
the market. Chinese honey is also subject to 
restrictions because it is frequently adulter-
ated with antibiotics or sugar.

The defendants in Wolff allegedly con-
cocted an elaborate scheme to use “trans-
shipping” to get around these roadblocks. 
They are accused of setting up shell com-
panies in places like Thailand, India and 
Russia — countries the U.S. doesn’t charge 
antidumping duties — to receive Chinese 
honey and make it appear the honey origi-
nated there. It would then be exported to 
Europe or the U.S.

The defendants are also accused of hir-
ing crooked scientists to falsify lab reports 
that determined the honey’s country of 
origin and purity. The scheme is said to have 
gone on from 2002 and 2009, with nearly 
$40 million in Chinese honey illegally 

imported to the U.S., dodging about $80 
million in tariffs.

The anticipatory obstruction of justice 
charges stem from the defendants’ alleged 
attempts to head off a U.S. Department of 
Commerce investigation by masking their 
wrongdoing. They are accused of altering or 
destroying records, deleting internal e-mails 
and otherwise taking measures to hide il-
legal activities.

One Wolff executive wrote an e-mail 
about a shipment of honey U.S. customs 
agents seized in Chicago, and concluded by 
saying: “I request that all recipients not to 
write e-mail about this topic. Please OVER 
THE TELEPHONE and in German!”

Another alleged conspirator sent an 
e-mail that was even more blunt: “This is a 
fake sales confirmation from George Gao,” 
it says, then elaborating that “he can use it 
to show the US DOC [Department of Com-
merce] officer.” 

Success breeds imitators
The Wolff prosecution is far from re-

solved — there’s no trial date set — but it 
and a few other cases involving Section 1519 
cases are likely to breed imitators. 

U.S. v. Carson involves an executive at a 
California company who flushed incrimi-
nating documents down the toilet right 
before she was to meet with attorneys con-
ducting an internal investigation. She was 
charged with Section 1519 obstruction even 
though no federal investigation was pend-
ing.  A trial in the case is currently set for 
November.

In another case, U.S. v. Kernell, a Ten-
nessee college student who hacked then-
vice presidential candidate Sarah Palin’s 
e-mail account, then removed evidence of it 
from his computer in the event the FBI ever 
launched an investigation. He was charged 
under Section 1519 and in April was con-
victed, receiving a year and a day prison 
sentence.

But Wolff is by far the biggest case to 
hinge on Section 1519, and if it nets convic-
tions it could herald a new era in white-collar 
prosecution, Funk said. It certainly makes 
prosecutors’ jobs easier because they don’t 
have to prove defendants were obstructing 
any particular investigation, and the 20-year 
maximum sentence packs a wallop.

“If these cases get resolved in favor of 
the government, I think you’re going to find 
prosecutors saying, ‘Wow, this is a great 
statute! I need to start using it more often,’ 
” Funk said. •

— Matt Masich, MMasich@CircuitMedia.com

Perkins Coie white collar defense partner Markus Funk outside the Chicago federal courthouse 
where he practiced as an assistant U.S. attorney.

Elements of Section 1519
“Destruction, alteration, or falsification of records in Federal investigations 
and bankruptcy”

1. Knowing alteration, destruction, mutilation, concealment, covering up, 
falsification, or false entry

2. Of or in any record, document, or tangible object
3. Done with the intent to impede, obstruct, or influence the investigation 

or proper administration
4. Of any matter within the jurisdiction of any department or agency of 

the United States or any case filed under title 11, or in relation to or 
contemplation of any such matter or case

 
Practitioner’s Note: Element 4, above, provides that Section 1519 does not require the 

Government to prove which specific pending investigation or proceeding defendant 

allegedly attempted to obstruct.


