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PREFACE

All ol us who ever watched The Untouchables know
that the authorities could never prove that Al Capone
ever stole anything, ever killed anyone, ever dealt in
liquor or vice. Not that they didn't try - it's just that Al
covered his tracks pretty well.

Did tho Feds despain Did they give up?
No, as we all know, thgy caught him on an income tax

evasion charge. They proved that he had control of more
money than he had declared on his income taxes.

ln an important senss, the Capono case marked a
turning point in the fight against crime. The passage of
the 18th Amendment and the imposition of Prohibition
touched ofi the biggest boom in ths history of crime.
Prior to that time, criminals engaged almost exclusively
in crimes against people and people's property: they
stolo or killed. Because evsry dollar the criminal ob-
tained was obtained by force or fraud lrom a person who
earned that dollar by honest labor with whom just about
any man of good will could identify, criminals wers very
unpopular. The general public had little in common with
criminals; they considered the criminal class to be
enemies of all men of good will. Criminals were obiects
of opprobrium.

Every crime had a victim whose life or property was
stolen, damaged or destroyed - a person directly
harmed by the crime. These victims were highly motiva-
ted by a desire to regain their property and a desire for
justice (or revenge) to identify and capture the criminal
who had perpetrated the crime. The criminal was
scorned by nearly everyone. Hunted and hounded, the
criminal had a problem enjoying his booty.

Furthermore, people who had property that might
attract a criminal were motivatsd to protect that property
from the criminal, greatly limiting what the criminal
could steal.

With Prohibition, all that changed. The criminal
entered into an activity with almost all the characteristics
of a legitimate business - the manufacture and market-
ing of alcoholic beverages. His activities wera very
similar to the activities of the businessman who manu-
factured or sold liquor prior to Prohibition. He might
purchase liquor in other countries and import it into the
U.S., like a legitimate importer. He might manufacture
liquor, like a legitimate distlller. He might op€rate a
speakeasy, like the legitimate saloonkeeper. He might
sell the liquor to the public, like the legitimate liquor
retailer. ln every case, the only difference between his
activities and legitimate business was that his activites
were against the law.

That is not to say that he operated his business in a
way identical to that of the legitimate businessman. A
legitimate businessman does' not assault or murder
competitors in order to increase market share, or pay
bribes to police authorities to prevent being hassled, or
sell adulterated goods to his customers.

But the only reason that the bootlegger engaged in
these illegitimate activities was bscause his business was
prohibited by law. Neither he nor his competitors could
go to the police and courts for redress of wrongs. The
competing liquor distributor whose delivery trucks ware
blown up could not call the cops and issue a complaint
against Capone; nor could he seek evidence and sue
Capone for damages. The only way he could react was to
withdraw from the market or respond with violence of his
own.

Because dealing in bootleg liquor was a crime that had
no victim, the bootlegger enjoyed two major advantages
over the criminal who engages in crimes against life and
property, i.e. victim-crimes. He generally enjoyed the
good will of a substantial portion of the public, his
customers. And because there were no victims seeking
recovery of damages or revengo, his activity was far
more profitable.

Those who wanted to enforce Prohibition quickly
learned that it was almosl impossible to get evidence
against bootleggers. Bootleggers dealt with people who
wanted to buy liquor, who were not likely to testify
against them. After all, these customers wanted to have a
steady supply of liquor, and wsrs guilty of a crime
themselves by merely purchasing liquor.

That was the problem that laced the authorities.
Capone was making huge sums ol money from the liquor
trade and they could not get any proof. Capone was
getting away with it.

The Feds found a good way around the problem: they
obtained evidence that Capone had spent more money
than he had declared as income on his tax return. The
method they usod is called "net worth analysis."

The intelligent person engaged in a victimless criminal
activity usually conducts his business in such a manner
that no other sort of evidence can be developed. Often,
the only way that authorities can convict a victimless
criminal is to develop a cas€ of tax evasion based on net
worth analysis.

By investigating the living habits of a suspect, the
authorities seek to demonstrate that he sither owns or
has sp€nt more mongy than he can account for.
Obtaining evidence is a complicated and dilficult pro-
cedure. Because it is complicated and difficult, it is
understood by very few professional investigators. And
because it is complicated and difficult, few criminals
understand it.

With care, it is possible to arrange one's affairs in such
a fashion that the net worth analysis method willeither
find nothing or be so expensive to devslop that it is not
feasible to use. Members ol organized crime and large
scale dope dealers do not worry about net worth
analysis. They have high-priced attorneys, accountants
and tax advisors who see to it that no evidence of this
sort can be developed against them.

But the net-worth-method still works against many
smaller tax evaders, people engaged in the underground
economy, tax protestors, and other people disliked by
the authorities - who lack the wherewithal to hire
experts to advise them how to prevent a net worth
analysis from revealing damaging information.

During the 1970's the Law Enlorcement Assistanca
Administration published two books designed to assist
police in the use of net worth analysis to gather evidence
against suspects who cannot be convicted by normal
moans. For the first time, those two books have be€n
published in a single edition, offering detailed descrip-
tions of how investigators obtain evidence of unreported
income.

A careful reading of this book will enable the research-
er to understand how the authorities develop tax evasion
cases, and to understand how those with unreported
income can avoid the risk of conviction for under-
reporting income.

P.P. llarwell
Novcmbcr, 1983
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INTRODUCTION

The purpose of this guide is to familiarize state and local

investigators with some of the basic investigative techniques used to

trace financial transactions of white collar crime violators and how to

utilize these techniques in detecting hidden ownership of business

interests and other property.

It would serve no useful purpose to merely extract from existing
texts and publications a variety of sources of information applicable to
the tracing of financial transactions. To do so would offer the criminal
investigator no more than a succinct summary of basic information that
he is already somewhat familiar with, and would not meet his critical
training needs; i.e., the actual "how to" techniques that must be applied

to detect hidden ownership of business interests and other assets, the
movement of currency, and the acquisition of unexplainable wealth.

Therefore, in this guide, the emphasis is placed on explaining the

investigative steps to be taken by criminal investigators in: (1) tracing

financial transactions through banks; (2) analyzing the movement of
currency; (3) analyzing brokerage accounts; and (4) extracting informa-

tion from public records to aid in the detection of hidden ownership of
businesses and real propdrty.



TRACING FINANCIAL TRANSACTIONS THROUGH BANKS

lntroductlon

It would be impractical for all criminal investigators to master the art
of following internal banking audit trails in order to obtain evidence of
financial transactions pertinent to a particular criminal investigation.
Bank record-keeping systems are tar too complex, and change too
rapidly, due to improvements to electronic data processing systems, to
warrant training criminal investigators in this area. lt is vital, however, for
criminal investigators to acquire and maintain a high degree of familiarity
with the capability and responsibility of banks to maintain and retrieve,
upon appropriate request, key information concerning financial trans-
actions with their customers.

The following information can be of inestimable value to criminal
investigators in seeking information from banks concerning pertinent
financial transactions of white collar crime targets. lt is based, in part, on
"operational Guidelines" issued bythe American Bankers Association to
all member banks in the United states, in order to comply with the
"Regulations on Financial Recordkeeping and Reporting of currency
and Foreign Transactions" issued by the united states Treasury
Department to implement Public Law 91-508.

rhe users of this guide should recognize that bank records are, in
most insfances, not readily obtainable. substantra/ legal requirements
must usually be met in order to iustify legal process which banks
customarily will demand as a condition for disctosure. Thus, preliminary
investigation to lay basis for obtaining such records will usually be
necessary.

The availability of the investigative avenues described in this guide
will, however, often determine whether a promising investigation will
grind to a halt or successf ully go forward. Legal advice f rom a prosecutor
or agency legal counsel should be sought in all such instances. However,
it should be recognized that bank officials and employees can be
questioned by investigators in the same way as any other potential
witness, and that their responses to such properly put inquiries may
provide important information worth further pursuit, or non-record
information as to movements, relationships, and even transactions in
which the investigative target may be engaged.



The Target's Checks

An original or microfilm reproduction of most demand deposit or

savings account records must be retained by banks for five years. The

required records include: (1) signature cards; (2) statements, ledger

cards or other records showing complete activity; and (3) all checks'

drafts, or money grders drawn on the bank or issued and payable by it.

Reproductions must show the face and reverse of all checks except those

on which the reverse is blank.

It should be noted that the above requirement is waived in most

instances for allchecks drawn for $100.00 or less. However, experience

has shown that most banks microfilm a// checks, both front and back,

regardless of the amount of the checks, since they have found that it is

cheaper to do so rather than incur the expense of sorting out those that

have to be microfilmed under the regulation. Therefore, there is, in most

instances, a microfilm record of all checks written by potential white

collar crime targets, and said checks can and must be produced to

-criminal investigators, under appropriate authority.

The importance of this provision of the law, where white collar

crimes are concerned, can be illustrated by typical commercial bribery or

kickback situations. The recipient of a direct or indirect bribe or kickback

will obviously make no record of his receipt of the money, and the person

who wrote a business check, a suprisingly common practice, will take

great pains to see that his books conceal the nature of the payment, and

that, after cancellation, his check is destroyed. Therefore, the existence

of the bank's microfilm copy of the check may constitute the only way

that the prosecution can establish the existence of a relationship or

pattern of conduct which may be essential to make its case.

The Target's Deposlls

ln addition to the requirements concerning the target's checks,

banks must retain for a two-year period all records needed to trace a

check ih excess of $100.00 deposited in a demand deposit account or to

supply a description of a deposited check in excess of $100.00. This

requirement includes the retention of originals or copies of all records

prepared or received that would be needed for tracing said checks,

unless the checks were microfilmed while they were still associated with

the customer's dePosit ticket.



The above records required to be retained by these regulations
must be filed or sorted in such a way as to be accessible within a
reasonable period of time, taking into consideration the nature of the
record and the amount of time expired since it was made.

Analyzlng the Target's Deposlts and Erpendltures

The importance of the above regulations to criminal investigators
cannot be over emphasized. Among other things, with proper authority,
criminal investigators involved in the investigation of white collar crime
cases can analyze targets' bank accounts, and, where appropriate,
identify the maker of specific pertinent checks deposited by a target to
his bank accounts, as well as determine the nature of his expenditures,
when appropriate. This type of information can be used to assist in
establishing hidden ownership of businesses and other assets as well as
to furnish criminal investigators with names of possible associates of
targets engaged in white collar crime activities.

For example, a monthly pattern of deposits of unidentif ied checks to
a subject's commercial account, in similar amounts, would warrant an
effort to "trace" one of the checks through the bank's records in order to
identify the "maker" of the check. such a technique could lead to the
identification of an individual making loan payments to the subject. This
technique may not only lead to ai expenditure of substantial funds (e.g.,
a large loan) from the proceeds of the subject's illegal activities, but may
as well identify another associate of the subject, who may possess
additional information about his illegal activities.

Therefore, once a decision has been made that an investigation
warrants the expenditure of the necessary time, copies of all of the
target's bank statements, for the years of interest to the investigator,
should be obtained if a proper legal basis can be established. Further
preliminary investigation to lay such a groundwork will frequenily pay
off. At this point it is usually advisable to look into the legal requirements
for obtaining a warrant or a grand jury subpoena. only those deposits
and withdrawls that appear to be of interest to the investigator should be
listed on separate schedules. An attempt should then be made to
associate the deposit and withdrawls with other known financial
transactions, thereby isolating those that cannot be identified. lt is those
isolated deposits and withdrawals that, if traced through the bank's
records, may well lead to the discovery of hidden business interests or
other undisclosed assets.



The above technique is not complex. To be successf ul, legalaccess

to the bank's records must be obtained, and the investigator must take

the necessary time to make a careful analysis of the deposits and

withdrawls appearing on the monthly bank statements. A background in

accounting is not a Prerequisite.
Sample "Questionable Deposits" and "Questionable Withdrawls"

schedules are shown below.

It should be noted that the schedules have been prepared solely to

demonstrate the technique involved in tracing what appear to be

worthwhile leads to the identification of hidden ownership of business

interests and other assets, and are not intended to reflect a complete

listing of all deposits and withdrawls f rom a target's bank account during

a given period. The users of this guide will usually have a sufficient

background in the facts of a case to speculate about and perhaps

determine the reason for each deposit, as shown in the Remarks column.

Sale Deposlt Box Entrance Records

One of the most overlooked sources of financial information by

criminal investigators is the entry records to safe deposit boxes. The

records establish the date and time of day that a target entered his safe

deposit box and also provide the investigator with an exemplar of the

target's signature. The information obtained from the entry records can

be used in a variety of ways in the investigation of white collar crime

cases.

First, they assist the criminal investigator in analyzing a target's

financial transactions, by making a comparison of the dates of entry into

the safe deposit box with known financial transactions; i'e., the deposit

and withdrawl of currency from bank accounts, the acquisition with and

disposal of assets with currency, the reduction of liabilities with

currency, etc.

Second, and of equal importance, the information can also be used

to conlradict a target's alibi as to his whereabouts during a key

interrogation or by a prosecutor during a cross examination of a target at

trial.
After obtaining copies of safe deposit box entry slips, the

investigator should prepare a simple schedule, listing by dates and times

of day, that the target entered his box. Opposite the entry dates,

appropriate space should be left for information concerning known



SCHEDULE OF OUESTIONABLE DEPOSITS

Amount ol
Deposll Remarlcs: Posslble Explanatlons

1977

1/17

1/31

2/28

3/31

4/17

4/18

4/30

5/23

5/30

6/18

i es.oo Possible quarterly dividend checks
on stocks held by broker in name of
nominee.

Possible monthly rent checks from
undisclosed property ownership.
?

?

?

Returned from Las Vegas on prior
day. Possible Las Vegas hidden busi-
ness interest.

?

Proceeds from sale of ABC stock.
?

Odd amount indicates possible sale

of 100 share block of stock through
undisclosed brokerage account.
?

?

?

?

?

Returned from New York on prior
day. Possible New York hidden busi-
ness interest. May be a pattern. See
Las Vegas remark above.

6/30

7/17

7/31

8/31

9/30
't0/15

485.00

485.00

485.00

85.00

20,000.00

485.00

18,776.21

485.00

5,621.37

485.00

85.00

485.00

485.00

485.00

20,000.00



SCHEDULE OF OUESTIONABLE WITHDRAWALS

Amount ol
WllhdnwalDatq

2/26

't/31

5,738.19

4/19 10,000.00

5/10 15,000.00

6/10 38s.00

8/16 10,000.00

Remar*s: Posslble Explanatlons

Similar withdrawal each month. May

be payment on loan at unknown
bank. Could open up a variety of new

leads.

Odd amount indicates possible pur-

chase of 100 share block of stock
through undisclosed broker.

Entered safe deposit box same day.

Returned from Las Vegas prior day.

Also deposited $20,000.00 prior day.

Purchased traveler's checks at ABC

bank same date. (Get copies of
cancelled traveler's checks from is-

suing company to determine (1)

dates and locations of travel, (2)

nature of expenditures, and (3)

names of endorsers.)

May be annual homeowner's insur-
ance policy. (purchased residence in

June, three years earlier.) Similar
check withdrawals in June of both
prior years. May lead to identification

of insurance broker, which could
open up new leads.

Purchased Cashier's Check same

date. Observed by surveillance team

same date entering ABC nursing
home. Get copy of Cashier's Check.

Check the endorsement. May prove

to be hidden investment in nursing
home.

625.00



financial transactions. Thereafter, every time the investigator learns of a
financial transaction entered into by the target, particularly where the
source of the funds for the transaction are not apparent, the safe deposit
box entry schedule should be checked to determine whether or not the
target entered his box on or about the date of the transaction. This
technique takes only a minimum of time, yet can provide the investigator
with a helpful tool in determining a target's pattern of financial conduct.
ln addition, the psychological impact on a target, when confronted
during the course of interrogation with a literal reconstruction of his
financial modus operandi, can be overwhelming.

The value of such information toa prosecutorduring thecourse of a
trial can also be of equal importance.

The record of entries into a safe deposit box should, accordingly, be
obtained on every target whose financial transactions are being
investigated, and on those targets on whom "financial intelligence" is
being gathered.

The record retention period for safe deposit box entries varies
among banks. However, most banks continue to retain the records well
beyond the scheduled destruction dates due to the limited storage space
they require and the cost of manpower to meet record destruction
schedules. ln any event, the information should be obtained as quickly as
legally possible after the subject of investigation is identified.

Examples of safe deposit box entry records maintained by and
available from banks are contained in "The seventh Basic lnvestigative
Technique." A sample "safe Deposit Box Entry schedule" is shown
below.

Loan Flles

one of the most important types of records maintained by banks
that can lead to the identification of hidden assets is a bank's loan files.
They contain, among other things, a record of all loan transactions, the
collateral that secures some of the loans, and the results (including
documentation) of credit investigations made by the bank. such
documentation may frequenily provide leads identifying important
witnesses.

When a bank makes a commercial loan to an individual, or a
business entity, it requires a detailed statement of the assets and
liabilities of the borrower. These statements, among other things, can

10



SCHEDULE OF SAFE DEPOSIT BOX ENTRIES

Date ol Tlme

Entry ol Day Remarks: Posslble Explanatlont

1/5 1:50 p.m. Purchased new Cadillac. Paid cash.

2/13 11:00 a.m. ?

2/28 12:00 noon Deposited $10,000.00 with stock
broker.

4/14 1:30 p.m. Left that afternoon for Las Vegas.

Check for Las Vegas associates,

leads, etc.

4/19 1:00 p.m. ?

5/23 2:15 p.m. Observed that afternoon with owner
of XYZ nursing home - possible

hidden interest.
' 6/28 10:15 p.m. Went to settlement on new resi-

dence. Made down payment of

$20,000.00 in cash.

7/21 1:45 p.m. ?

8/4 3:00 p.m. Purchased $10,000.00 in traveler's

checks.

10/12 10:15 p.m. Left that day for New York. Check for
New York assocaites, leads, etc.

11/12 10:00 a.m. ?

12/23 12:30 p.m. Purchased mink coat.

11



lead directly or indirectly to the identity of assets controlled by a target.
They also often contain references to other banking contacts of a target,
which, again, opens up a whole new avenue of leads.

The basic loan files are maintained by banks in their Credit
Departments and are retained, for the most part, indefinitely.

One of the "tracing techniques" which can be most valuable in
attempting to detect hidden ownership of assets by a target, is to analyze
the record of loan payments contained in the loan files. Each loan
payment should be checked against other records to isolate those
payments where the source of the funds to make the payments cannot be
readily identified. Each payment, isolated by this method, may well have
been made from a source of funds associated with a hidden business
interest, acquired from the proceeds derived from a target's white collar
crime activities, and is therefore worthy of the effort to trace the source of
the payment through the bank's records to its origin

Gashed Checks

It is important that all criminal investigators who are involved in a
white collar crime investigation requiring the analysis of financial
transactions be able to recognize when a check has been ,,cashed."

All banks use a code stamp on the face of a check to indicate that a
check has been cashed. Since there is no standard code used by all
banks, it is important that the criminal investigator become familiar with
the type of codes used by banks in their geographic area. Examples of
"cashed" codes used by some of the leading banks in the United states
are contained in "The Seventh Basic lnvestigative Technique."

Bank ldentlllcatlon Symbols

All checks printed for banking institutions contain a series of
numbers in the upper right-hand corner on the face of the checks. These
numbers represent an identification code developed by the American
Bankers Association and are usually referred to as the "ABA Transit
Numbdr." The "ABA Transit Number" identification code is illustrated in
"The Seventh Basic lnvestigative Technique."

Holdlng and Admlnlsterlng Property lor Others

Most full-service banks offer a variety of "Trust" services to their
customers. The most important aspect of this trust service to
investigators investigating white collar crime cases is the performance of

12



"agency" services to their customers. This service can assist a target in

the event that he is attempting to conceal his interests derived from the

proceeds from white collar crime'

some of the services which should be checked out by the criminal

investigator are as lollows:

1. Safekeeping - The bank receives, holds and delivers property

on the order of the customer.

2. Custodian - The bank acts as a safekeeping agent; also

collects and pays out income, buys, sells, receives and delivers

securities on the order of the customer.

3. Escrow - The bank acts as escrow agent. For example, a

target may wish to dispose of a piece of property. He executes

and delivers a deed to the bank. The buyer pays over the

purchase price to the bank. The bank is instructed to deliver

the deed to the buyer and the money to the target or his

nominee. Frequently the proceeds may go into the target's safe

, deposit box, thereby filling another blank on the "Safe Deposit

Box Entry Schedule." The result? The investigator knows a little

more about the target's financial modus operandi.

Trust departments of banks keep complete and accurate records of

their services and are therefore a valuable source of information about a

target who receives funds from that department. Essential records and

reports can be obtained f rom the trust officer who supervises the target's

account. Because of a bank's f iduciary responsibility, these files usually

contain an extensive history of a trust and the transactions affecting it.

13



ANALYZING BROKERAGE ACCOUNTS

one of the more common repositories of the profits from white
collar crime activities is a brokerage account, where securities can bepurchased and herd by the broker, in a street name or in the names of
nominees.

Anaryzing a.customer's monthry statement of transactions is no
more complex than analyzing a bank statement.

The anarysis of the account can read to the detection of hidden
ownership of securities. of equal importance is the fact that an analysis
of the endorsements contained on checks issued by the stockbroker to
the target, upon the sare of securities by the target, can read to the
identification of other associates of the target not previousry known. rt
can arso lead to the identification of other bank accounts and other
undiscrosed assets, some of which may have been herd in fictitious
names.

An anarysis of the broker's dupricate deposit records, on those
occasions when the target purchased securities, can lead to the source of
funds used by the target to make the purchases. The identification of the
source of said funds may weil read to the detection of hidden business
interests.

rn making an anatysis of purchases and sares of securities by a
target, all purchases and sare transactions shourd be checked against (1)
the schedure of safe Deposit Box Entry Dates, (2) the schedure of
Questionable Bank Deposits, and (3) the Schedule of euestionable Bank
withdrawrs, in a further effort to correrate ail known financiat
transactions, thereby aiding significanfly in estabrishing the target,s
modus operandi.

An example of a customer's monthly statement is shown in .,The
Seventh Basic lnvestigative Technique.,,

The foilowing rures are appricabre in anaryzing a target,s brokerage
account monthly statement:

1. ' when a target purchases stock there wourd be entries in ail of
the following columns:
a. "Bought or Received" column;
b. "Description" corumn, where the name of the security

would be listed;
c' "Price or symbor" corumn, where the purchase price per

share would be listed;

14



d. "Debit" column, the amount of the purchase charged to the
target's account.

2. When a target se//s stock there would be entries in all of the

following columns:
a. "Sold or Delivered" column;

b. "Description" column, where the name of the security
would be listed;

c. "Price or Symbol" column, where the sales price per share

would be listed;

d. "Credit" column, the proceeds from the sales credited to
the target's account.

When a target purchases stock he has the option of taking "delivery"

of the certificates f rom the brokeror leaving them in the broker's custody.
An understanding of the above basic rules, in analyzing a

customer's monthly statement, will enable criminal investigators to
readily identify those transactions that reflect the payment of f unds to the

broker by a subject, as well as the payment of funds to a subject by the
broker. As explained earlier, the funds used by the subject to pay for
securities, and the disposition of funds received by the subject f rom the
broker, may lead to the identification of other bank accounts and other
undisclosed assets, as well as the names of associates previously

unknown to the criminal investigator.
lf he takes delivery of the certificates the number of shares would be

noted in the "Sold or Delivered" column and the date column would show

the date of delivery. ln addition there would be no entry in the "price or

symbol" column. lf there was a price in the "price or symbol" column, the

entries would reflect a sale rather than a delivery.

lf there are no entries indicating "delivery" of the securities, they

are, in fact, being held by the broker and the target is in what is commonly

referred to as a "long" position. Usually the broker will list at the bottom

of the target's December or January statement a summary of his "long"
position,j.e., a listing of the number of shares of each stock being held for
the target.
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PUBLIC RECORDS

There are a variety of types of information available to criminal
investigators from state, county and city records that may be pertinent in
the investigation of white collar crime targets. Most of the records are
readily available to criminal investigators, as well as to the public. Even
though some of the records are restricted from the public, they are
available to criminal investigators under appropriate authority.

No attempt is being made in this guide to merely list the numerous
types of records that are available. To do so would merely duplicate
numerous publications that already contain this type of information.

There are several types of information, however, that are particular-
ly pertinent to the investigation of white coltar crime targets, since they
may lead to the detection of the target's hidden ownership of business
interests and other property. They are as follows:

Real Property Records

Records of transfer of tiile to real property are maintained by all
counties in all states, and are open to the public. while record-keeping
systems may vary in some states, the basic systems are the same. Most
counties refer to these records as "Grantor-Grantee" records. They
contain, among other things, the description of property, dates of
acquisition and sale, purchase and sale prices, identities of mortgagors
and mortgagees, names of title insurance companies and other related
information.

Examination of these records should be routinely made by an
investigator when a decision has been made to subject a target to
financial investigation. lt should cover a period of years at least equal to
those in which the target is suspected of being involved in white collar
crime activities, and for at least two years following the period of his
known involvement.

T"he importance of checking out at least two years following a
target's known involvement in illegalactivity cannot be overestimated.lt
is often during this period that a target may invest the proceeds from his
prior illegalactivities, at a time when he feels that it is relativetysafetodo
so.

Real property records are not difficult to examine. ln all instances
assistance from personnel in the appropriate county courthouse offices
is available.
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Flclltious Names lndex

There is another basic county record that should be routinely

examined in all white collar crime investigations for all years in which a

target is suspected of being involved in illegal activity, and again, for at

least two years following the period of his known involvement.

The record, which is commonly described as the Fictitious Names

lndex, can be of considerable assistance in detecting hidden ownership

of business.

While the format of the Fictitious Names lndex may vary in some

states, it contains similar information.

The actual owner of a business must file a certificate with the

County Clerk's Office, certifying that he is the owner of the business,

disclosing the location of the business, identifying the name under which

the business is conducted, and describing the nature of the business

activity.
A similar certif icate must be f iled for partnerships and corporations,

disclosing similar information outlined above, and disclosing the names

of the co-partners and/or officers of the corporation.
Any other county records related to possible business interests of

targets should be examined, including applications for and issuance of

business licenses. This type of record should be carefully examined to

determine whether or not business licenses have been revoked and the

reasons for the revocations, if any.

T he investigator should recognize that such public record

information will frequently signal other events of investigative import-

ance which occur simultaneously. For example, the dates of dissolution

of partnership may be a clue as to when business funds or assets were

distributed, justifying a search of bank or property transfer records for
evidence of actual ownership.
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AUTHORITY TO OBTAIN INFOMATION FROiI BANKS,
FINANCIAL INSTITUTIONS AND THIRD PARTIES

While it is recognized that state and local criminal investigators do
not have the same powers as many federal investigators to readily obtain
information from banks and other third-party sources, there are a variety
of steps that can be taken to legally obtain the evidence necessary to
detect hidden ownership of businesses and other assets. Some of the
information is readily available either f rom public records, such as those
already discussed in this paper, or, under certain circumstances, from
city, county, state and federal agencies.

Subpoena power, when available through the courts, grand juries,
legislative bodies, crime commissions and other administrative groups,
should be fully utilized.

When developing sources of information, criminal investigators
should not concentrate solely on developing informants among the
criminal element or from sources often referred to as "street" sources,
whose credibility is so often found to be highly questionable.

Criminal investigators should broaden the scope of this powerful
investigative technique and develop informants and cooperative indi-
viduals among the white collar groups who may have knowledge of a
target's financial activites, as well as among the white collar criminal's
associates. ln other words, develop sources of information among those
individuals in the financial community where the profits from a target's
illegal activities are actually expended.

Keep in mind that one of the most important keys to solving crimes,
motivated by greed for money, lies with the development of the
disposition of the fruits of the crime - money. ln white collar crimes the
proceeds of crimes are deposited, and not quickly spent as are the
proceeds f rom street crime. ln developing sources of information among
those in the financial community, criminal investigators should keep in
mind lhat bank officials, stock brokers, automobile dealers, furriers,
jewelry store owners, etc., are all looking to the law enforcement officer
for protection f rom the criminal element, not just f rom those who commit
crimes of violence, but from those who commit white collar financial
crimes as well. The criminal investigator, therefore, literally has his foot
in the door in creating a cooperative relationship with the business

community.
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ln developing sources of information within the financial com-
munity, criminal investigators should employ the same high standards of
conduct as those employed in developing information from all other
sources, to ensure that federal, state, and local statutes are not violated.
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CONCLUSION

It is not the purpose of this guide to "sell" criminal investigators on
the merits of utilizing financial investigative techniques in the investiga-
tion of perpetrators of white collar crimes or any other crimes that are
money motivated. They literally have no alternative.

It has been the experience of the author of this guide, who has
conducted and/or supervised the investigation of hundreds of criminal
income tax fraud investigations of both white collar and organized crime
violators, that most of the violators conduct a majority of their financial
transactions by use of cashier's checks, money orders, commercial bank
accounts, traveler's checks and other instruments of exchange rather
than with currency. Their reasons vary, ranging from a fear of carrying
currency to a false sense of security, fed by their egos, that they are smart
enough not to leave an "audit trail" when utilizing banking services.

The day may be fast approaching when the perpetrators of financial
crime have no alternative to the use of financial institutions, since the
amount of currency available in the United states today, in denomina-
tions of more than $100.00, is very limited. The supply will ultimately run
dry as the Federal Reserve Banks no longer circulate bills in
denominations over $1 00.00.

The criminal investigator, therefore, must sharpen his investigative
skills in the use of "paper trail" techniques in order to keep pace with
violators who are using these techniques to conceal their profits from
white collar crime violations.



APPENDIX

TRACING FUNDS IN FOREIGN BANK ACCOUNTS

Until recently there were very few non-federal investigations which

involved foreign transactions. Now, however, with state and local

investigators involved in more sophisticated crimes and with even more

common international transactions, investigators should be familiar with

foreig n country services.

Forelgn Country Servlces

Criminal investigators should be alert to the possibility that a target

may have used the services of this department of a bank. Both domestic

and foreign letters of credit are usually issued in this department.

Record-keeping regulations issued by the American Bankers

Association pertinent to the movement of funds between the United

States and foreign countries are stringent, and are summarized below:

Each bank must retain for f ive years the original record or a copy of

the following:
1. Each item, including checks, drafts or transfers of credit in

excess of $10,000.00, remitted or transfered outside the United

States;

Each remittance or transfer of funds, or of currency, other

monetary instru ments, checks, i nvestment'secu rities, or cred it

of more than $10,000.00 outside the United States;

Each check or draft of more than $10,000.00 drawn or issued

by a foreign bank which the domestic bank has paid or
presented to a non-bank drawee for payment;

Each item of more than $10,000.00 received directly by letter,

cable or other means from outside the United States, including

checks, drafts or transfers of credits.

€ach receipt of currency, other monetary instruments, checks,

or investment securities, and each transfer of funds or credit,

of more than $10,000.00 received on any one occasion, directly,

and not through a domestic financial institution, from a bank,

broker or dealer in foreign exchange outside the United States.

2.

3.

4.

5,
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Currency Transaction Reportlng Requlrements

Deposits, withdrawls, exchanges of currency, or transfers of
currency, as well as other payments valued at more than $10,000.00 in
any transaction, must be reported by all financial institutions to the
United States Treasury Department on their form 4789, within 45 days of
the transaction.

Form 4789 requires that the party to the transaction be identified by
his social security number, employer identification number, or by one of
his bank account numbers. lf the party to the transaction is not a
customer of the bank, his driver's license number or other appropriate
document is normally acceptable to the Treasury Department.

Transportatlon ol Currency or Monetary lnslruments

Persons who physically take or send more than $5,00O.OO in the
aggregate of currency or other monetary instruments on any one
occasion outside the United States must report the fact at the time, by
filing Form 4790 with the united states commissioner of customs.

Persons receiving currency or other monetary instruments worth
more than $5,0oo.oo on any one occasion from outside the United states
must file Form 4790 within 30 days with the customs officer in charge at
any point of entry or by mail to the United States Commissioner of
Customs.

Monetary instruments are defined as coin or currency of any
country, traveler's checks, money orders, investment securities in bearer
form or otherwise in such form that tiile passes upon delivery and
negotiable instruments in bearer form or otherwise in such form that tiile
passes on delivery. Monetary instruments do not include bank checks
made payable to the order of a named person which have not been
endorsed, or which bear restrictive endorsements.

criminal investigators at the state and local level do not have
immediate access to retained copies of Forms 4789 and 4790 from the
IRS ald the Customs Service on a formal basis. However, it should be
noted that copies of Forms 4789 and 4790 are retained by issuing banks
for a period of f ive years, and are available under the same circumstances
and conditions as any other bank records. Some of the principal
techniques utilized by state and localcriminal investigators in obtaining
information from banks and other third-party sources are discussed
previously in this guide.

Copies of both forms appear below.
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Enlorcement ol Public Law 91'508

All of the Financial Recordkeeping and Currency and Foreign

Transaction Reporting requirements of banks under Public Law 91-508

are enforceable by specific civil and criminal penalties for willful

violations of the law and regulations issued thereunder. As a matter of

fact, several large banks have already been prosecuted for violations.

Detailed information concerning Public Law 91-508 can be

obtained by requesting from the United States Department of the

Treasury, a publication prepared by the Oflice of the General Counselof

the Treasury, issued June, 1972, entitled "Currency and Foreign

Transactions Reporting Act - Statute, Regulations, and Forms."

Requests should be addressed to the Deputy Assistant Secretary

(Enforcement), the Department of the Treasury, Washington, D.C.

20220.
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Gurrency Transaction Report
File a separate report for each transaction
(Comprete all applicable parts-see instructions)

OMB t{c. 15'15{1183

Erpircs 12-31-85

IUI| ldentity of individual who conducted this transaction with the financial institution

Name (Last)

Number and Street

E Passport

Country (lf not U.S.)

I Alien lD card

I Other (speclfy)

Soclal Socuriry Numb.r

Business, occupation, or profession

------c;i'1" rti------'------iiftiinil;i-----

-- -- - - 
lCoifi irti- 

--- -- - - - - - -- (Ni'-;ibali-- - - - - -

f:E|;lll lndividuat or organization for whom this transaction was completed (Gomplete only if different lrom Pad l)

Number and Street

lenufylil numbcr

Business, occupatlon, or proflEsion

Country (lf not U.S.)

I Savings account
(Number)

[-'l Checking account tr'- ---1-Nit.nib-er)---------

Share account .__ fl Safety deposit box ----------,=----------lNir-m1t4il----- (Numbct

35fg; Description of transaction. lf more space is needed, attach a separate schedule and check this bor !
l. Nature of transaction (check the applicable boxes) fl Currency Exchange

! tleposit

! Withdrawal

2. Total amount of currency transaction
(in U.S. dollarc)

3. Amount in denominations of $100 or I 4. Oate of transastion (Month, day, and
higher year)

5. lf other than U.S. se furnish the information:

Currenry name Total amount of each forelgn c{nency
(ln U.S. dollan)

6. lf a check was involved in this furnish the information

Date of check Amount ol check (in U.S. dollars) | Pavee

Drawer of check Drawee bank and Clty

Loan account _. tr Other (sPecifu)
---------- fiift-$li

I check cashed J see item 5 betow n Mail/Night Deposit

I Check Purchased J 
*" '*"' ! Other (specify)

IiEttIfI Financial institution reporting the financial transaction

Name and Address ld.nttltlrE numbtr (Elil a E!il)

Business activity

Critlc)
Sign
here (Authorized Signature)

or of authorized

For Paperwork Redustion Act Notice, see the back of this page.



General lnstructions
Paperwork Reduction Act Notice.-The

Paperwork Reduction Act of 1980 says we
must tell yQu why we are collecting iliis in.
formstion, how we will use it, and-whether
you have to give it to us.

The requested information is useful in
criminal,. tax, and regulatory investigations.
ln addition to directing the Federal Gov-
ernment's attention to unusual or ques-
tionable transactions, the reoortins re-
quirement discourages the use bf curiencyin illegal transactions. Financial institu--
tions are required to provide the informa-
tion under 31 CFR 103.22, 103.25, and
r03.26.

lVho Must File.-Each financial institu-
tion must file a Form 4789 lor each de-posiL withdrawal, exchange of currency,
or other payment or transfer. bv. throush.
or to that financial institutibn, 'which'in-
v_olveq a transaction in curreniy of more
than glO,0OO. Muttipte transaction! by-oi
for any. person which in any one day t'otal
more than gl0,O0O should be treated as
a single transaction, if the financial insti.
tution is aware of them.

, Erceptions.-Banks do not have to file
F_orm 4789 for transactions with federat
Reserve Banks, Federal Home Loan ginfs,
or other domestic banks.
. Banks do not have to file Form 478i9 lor

the following transactions if the amounis
involved are reasonable and customary in
the- course of the customer's businesi or
activities:(l) deposits or withdrawals of currency

f_rqm an existing account by an estab--
lished depositor who is a U:S. resident
and whe
(a) operates a retail business in the

9nited States (except automobile,
.. boat, or airplane dealerships), or(b) operates a sports arena', 'iace

track, amusement park, bar, res-
taurant, hotel, licensed check
cashing service, vending machine
company, or theater;

(2) deposits br ri'ithcrawals, 'exchanges 
of

currency, or other payments and trans.
fers by local, state, or Federal govern.
ment agencies;

(3) withdrawals for payroll purposes from
an existing account by an established
depositor who is a U.S. resident and
who operates a firm that regularly
withdraws more than 910,000 to pay
ernployees in currency.

Banks must keep a record of customers
whose transactions are not reported be.
qguse oJ exceptions (1) through (3) above.
(See 31 CFR, section 103.22 for details
about what to include in this record.)

Nonbank. financial institutions do not
have to report transactions with commer-
cial banks.

When and Where to File.-File this form
by the l5th day after the date of the trans-
action with the lnternal Revenue Service,
Odgen, UT 84201, or hand carry it to your
local IRS office. Keep a copy of each Form
4789 tor 5 years from the date you file it.

ldentifying Number.-For individuals
this is the social security number. For
others it is the Federal employer identifica.
tion number (9 digits).

ldentification Required.-Before com.
pleting a transaction, a financial institu-
tiorl must verify and record (l) the name

and address of the individual makins
the transaclion and (2) the identity, acl
count number, and taxDaver identifvinE
number (if any) of the iridividual or o?sal
nization for whose account the transaction
i: Fgile made. Use a passport or other of-
ficial document showing na-tionality to veri-
fy the identity of an alien or nonre3ident of
the United States. Use a document like a
driver's license, etc., normally acceDted
as a means of identification whtn cashins
checks, to.verify the identity of anyonE
else. ln each case, record on itris forni the
method of identification used.

. Penalties.aCivil and criminal penal-
ties (up t9_ $500,000) are providid for
failure to file, a report or to Supply infor-
mation, and for filing a false or iiauOulent
report. See 31 CFR, sections 103.47 and
103.49.

Specific lnstructions
Part l.-
(1) ln the address section, enter the per.

manent street address of the individ.
ual conducting the transaction. lf the
currency was received or shipped
through the U.S. Postal Service, i,rrrite
in "U.S. Mail." lf the currency was
received in a night deposit box, writein "Night Deposit." if the currency
was received or shipped through an
armored car service, licensed by a
state _or local government, provide
only the service's name and address.(2) ln the social security block, enter the
social security number of the individ-
ual conducting the transaction. lf the
individual has no number, write
"None" in this block.

(3) Check the appropriate box and enter
the number of the document used to
verify the identity of the individual
making the transaction. When the
name of an individual is not required
to be given, it is not necessary io de-
scribe the method of verifying identi.
fication.

Part ll.-
(1) For individuals, enter last name, first

name, and middle initial, if any, in the
name block in that order. 

-For 
all

others, enter the complete organiza-
tion name.

(2) ln the identifying number block, enter
the social security number or employ-
er identification number.

Part lll.-
Check the appropriate box and enter the

appropriate customer's account number.
lf there is no account relationship, check
Other and write in "None."
Part lV,line 1.-

lf the transaction being reported was
the sale or purchase of foreign currency,
check Other and write in "sale of foreig:n
curren-cy"_ or "purchase of foreign cur-
rency," whichever applies.

Part lV, line 6.-
Complete this line if a check is cashed

or a bank check is purchased with cur-
rency,

Part V.-
lnstitutions may also enter in the name

and address block other identifying infor-
mation.
tU.S. Gonrnmrnt ltlntlng Offl6: t933-3tt-tO!/t3!

. Signature.-This report must be sisned
by an authorized individual. Also typl orprint the name of the authorizeO 

-signei

Definitions
--Bank.-Each agent. agency, branch, or

otfice in the United States of a foreisn
bank and each agency, branch, or ofiiECin the United States of any peison doine
business in one or more of the capaiitiCE
listed below:
(1) a commercial bank or trust comDanv

organized under the laws of any atat6
or of the United States:

(2) a private bank;
(3) a savings and loan association or a

building and loan association orsa-
nized under the laws of any state oiof
the United States;

(4) an insured institution as defined in
section 401 of the National Housing
Act;

(5) a .savings bank, industrial bank, or
other thrift institution;
a credit union organized under the laws
of any state or of the United States;
and
any other organization chartered under
the. banking laws of any state and
subject to the supervision of the bank
supervisory authorities of a state.

Currency.-The coin and currencv of the
United States or of any other cbuntry,
which circulate in and are customarilv usdd
and accepted as mgney in the couitry in
which issued. lt includes United Stetes
silver certificates, United States notes, and
Federal Reserve notes, but does not in-
clude bank checks or other negotiable in-
struments not customarily acicepted as
money.

Financial Institution.-Each asencv.
branch, or office in the United Stites 5i
arly person doing business in one or more
of the capacities listed below:
(1) a bank;
(2) a broker or dealer in securities. reeis-

tered or required to be registered wr-th
SEC under the Securities ExchangC
Act of 1934;

(3) a person who engages as a business
in dealing in or exChanging currency(for example, a dealer in fireign ex--
change or-a person engaged pri-marily
in the cashing of checksl

(4) a person who engages as a business in
issuing, selling, or redeeming travel-
er's checks, money orders, oi similar
instruments, except one who does so
as a.selling agent exclusively, or as an
incidental part of another buliness;

(5) a._licensed transmitter of funds, or
other person engaged in the businessof transmitting funds abroad lor
others.

ferso1..-An individual, corporation,
rtnership, trust- or estate, joint stoc*

(6)

(7)

partnership, trust or estate,parrnersntp, trust or estate, joint stock
company,.association, syndicatd, joint ven-
ture, or other unincorporated
or group, and all entities tre

ted organization
treated as legallega

personalities.
Transaction in Currency.-A tradsaction

involving the physical trahsfer of currency
from one person to another. A transacl
tion in currency does not include a trans.
fer of funds by means of bank check, bank
draft, wire transfer, or other written-order
that does not include the physical trans-
fer of currency.



Control No.
3l USC 1lO1; 31 CFR 103.23 and 1O3.25

DEPARTMENT OF THE TREASURYUNITED STATES CUSTOMS SERVICE

REPORT OF INTERNATIONAL
TRANSPORTAT|ON O F CURR ENCY

OR MONETARY INSTRUMENTS

r Approved
B. No.48-R0535

This form is to be f iled with the
United States Customs Service

Privacy Act Notification
oll reverseT

. FOR INDIVIDUAL DEPARTIhIG FROM OR ENTERING THE UNITED STATES
1. NAME(Losf or famity, fir"n"aiaEli 2. IDENTIFYING NO. (See instructions) 3. DATE OF BtR'f fl (Mo./Da./t'r.)

Z. pEnuenerrr

6. AT]JDRE WHILE IN THE UNITED STAT

a. u-s.-v'-rsA

I

WHAT COUNTRY ARE
YOU A CTTTZEN/SUBJECT?

f O. rtr,twle nnf rON
(If any)

ALIEN NO.

11. CURRENCY OR MOI\ETARY INSTRUMENT WAS: (Complete llA or 118)

A. EXPORTED B. IMPORTED
Deparied f rom. (City in U.S.) A rr ivecl ign City/Country) (City in U.S.)

lltlillfi- Fqj iF3!9]!l!llP_1\qly4lLlNG oR REcEtvrNG cuRRENcy oR MoNETARY tNSTRUMENTS
12. NAME (List oifmity,itri{Lia-miaaU Tl3. lriEffi.E;nrE-o12. NAME (Lasl or famity, firs{aid mid<tte) 3. |'DENT|F\/|NG No. (see r.mtrucfrcro11T?. onfe oid|F{Ta/lrrqtttalW.; -| - -l l- ,

rs. penvtAlreN-T ADDREstl.r u1rrr-io srnres on nanono I 

-l 

,4. "" 
*#, a,*r-Ua-aOF WHAT COUNTRY ARE

YOU A (:tTtZEN/SUBJECT?

Fromt (ForeEn Citf /Country)

AODRESS WHILE IN THE UNITED S]-ATES

i9. U.S. VISA DATE 20. PLACE UNITED STATES VISA WAS ISSUED

2s. cuRRENc.r NAME ANO ADDRESS

I8. PASSPORT NO. & COUNTTTY

21, IMMIGRATION ALIEN NO.(If any)

IF THE CURRENCY OR MONETARY INSTRUMENT
WAS MAILED, SHIPPED, OR TRANSPORTED COM,
PLETE BLOCKS A AT{D B.

A. Method ot snipment (irro, L,.SjlilJliIlk c"rri"rst")

B. Name oi l-ransporter,/Carrier

'o be compieted by everyone)
Valuc in U-S- Doliars 26. IF OTHER THAT.I U.S. CUR-

Y IS IT{VOLVED, PLEASE
E BLOCKS A AND LI.

EE SPEC 1A L INS?'RUC?IONS'

A. Currency Name

B. Country

22, CURRENCY OR
MOI!ETARY
INSTRUMENTS

OR MONETARY
INSTRUMENTS

n ?n'oouo

f---l Received
L-l rrom

DA-fE SHIPPED

oe-re necErveo

CURRENCY AND MONETARY INSTRUMENT INFORMATION INSTRUCTIONS ON
25 .TYPE,AN D AMOU NT._OF CU R RENCY/MONETA RY I I.ISTRUM ENTS

$

Otner instrumlnts lspecr';y ?ype7]--' !c.
(Add lines A, B and C) .. ToTAL

"""""""""";" """'AMoUNT

.GENERAL. TO BE COMPLETED BY ALL TRAVELERS, SHIPPERS AND RECIPIENTS
27. WERE YOU ACT|NG AS AN AGENT, ATTORNEY OR IN CAPACITY FOR ANYONE IN THIS

CURREI.ICY CR IVIONETARY INSTRUMENT ACTIVITY? (If "Yes" complete A, B and C) [v", f]*"
A. Name

PERSON IN
WHOSE BE.
HALF YOU
ARE ACTING

Under penalties of perjury, I declare that I have examined this report, anct to the best of my knowledge and belief it is true, correct and complete.
30. DATE28. NAI!1E AND TITLE

is obsolete ) Customs Form 4790 (t 2-29-76')



General lnstructions

This report is required by Treasury Department regulations (31 Code of Federal Regulations 103).

Who. Must File. - Each person who physically transports, mails, or ships, or causes to be physically transported, mailed, shipped or
received currency or other monetary in_struments in an aggregate amount exceeding 95,0d0 irn any one oicasiori from ttre UniteO
States to any place outside the United States, or into the United States from any plate outside tha United States.

A TRANSFER OF FUNDS THROUGH NORMAL BANKING PROCEDUREs WHICH DOES NOT INVOLVE THE PHYSICAL
TRANSPORTATION OF CURRENCY OR MONETARY INSTRUMENTS IS NOT REQUIRED TO BE REPORTED.

Exceptions, - The following persons are not required to file reports: ( 1) a Federal reserve bank, (2) a bank, a foreign bank, or a broker
or dealer in securities in resDect to currencv or other monetarv instruments mailed or shiooed throuoh the oostal serviceor dealer in securities in respect to currency or other monetary mailed or shipped through the postal service

the laws of anv Siate or of the United States \iithor by common carrier, (3) a commercial bank or trust company organized under the laws of any State or of the United States ivith
respect to overland shipments of currency or monetary instruments shipped to or received froni an established customer maintain-respect to overland shipments of currency or monetary instrun
ing a deposit relationship with the bank, in amounts which theing a deposit relationship with the bank, in amounts which the bank may reasonabiy conclude do not exceed amounts commensu-
rate with the-customary cgnduct of the business, industry or profession of the customer concerned, (4) a person who is not a citizen
or resident of the United States in respect to currency or other monetary instruments mailed or shippeb fiom abroad to a bank or
broker or dealer in securities throuoh the oostal service or bv common chrrier a5l a .ommon rarripi hf neq<cndarc in ra(na.f +^ .'broker or dealer in securities through the postal or by common carrier, (5) a common carrier of passengers in respect to cur-
rency or other monetary instruments.in.the possession of its passengers, (6) a cbmmon carrier of goods in resp-ect to shiiments of
currency or mon-etary instruments not declared to be such by the shipper. (7) a travelers' check isiuer or its alent in resiect to the
transportation of travelers' checks prior to their delivery to ielling addnts fbi eventuai sale to the public, nortransportation ol travelers'checks prior to their delivery to selling agents for eventuai sale to the public, nor by (8) a person engag-
ed as a b-usiness in the transportation of currency, monetary instruments and other commerciat papers with resfett'to ttre trarspbi-
tation of currencv or other monetarv instruments overland between established offices of hanki oi' hrokerq dr rtcaters in <e.rrriria<tation of currency or other monetary inst between established offices of banks or brokers or dealers in securities
and foreign persons.

When and Where to File:

A. Recipients. Each person who receives currency or other monetary instruments shall file Form 4790, within 30 days after re-
ceipt, with the Customs officer in charge at any port of entry or departure or by mail with the Commissioner of Customs,
Attention: Currency Transportation Reports, Washington, D.C. 20229-

p, lltipp^ep or $ailets:,^)f the currency or other monetary instrument-does not accompany the person entering or departing the
United States, Form 4790 may be filed by mail on or befoie the date of entry, departuie, mailinj, or shipping viitn tnii Cominis-
sioner of Customs, Attention: Currency Transportation Reports, Washington, D-C. 20229.

C,rT1gv9.le1sr..travelerscarrying.currency-orothermonetaryinstrumentswiththemshall fileForm4TgOatthetimeofentryinto
the United States or the time of departure from the United States with the Customs officer in charge at any Customs port of 6ntry
or departure.

An additional report _of-a.particular transporation, mailing-, or shipping of currency or other monetary instruments, is not requiredif a complete and truthful report h-as already been filed. However, no person othdrwise required to file a report sh;lt be excdsedfrom liability for failure to do so-if, in fact, a complete and truthful report has not been filed. Forms may be obtained from iny
United States Customs Service off ice.

PENALTIES. - Civil and criminal penalties, inc.luding under certain circumstancer a f ine ot not mo.e than $500,000 and imprison.
ment of not more than five year5, are provided lor failure to file a report, supply information, and for fitingi fatie oi iraudujent
report._ln addition, the currency or monetary instrument may be subject to'jeiiure and forfe'iture. See seciions 103.47;l0a.4ti
and 103.49 of the regulations.

Def in itions

9"n1.:: Each agent, agency, branch or office within the United States of a foreign bank and each agercy, branch or office within
the Unite.d States.of any pe.rson doing business in one or more of the capacities listed: (l) a commeicial-bank or trust company
organized under the laws of any state or of -the United States; (2). a private bank; (3) a iavings and loan association or i UuitAirig and
loan-association organized under the laws of any state or of thti Uniied States; (4)'a; insured- institution as defined in ;ction 461 of
the National Housing Act; (5)-a savings bank, industrial bank or other thrift instiiution; (6) a credit union organized under the lawsof any state or of the United States; and (7) any other organization chartered under the bahking laws of any ltate and subject to the
supervision of the bank supervisory authorities of a state.

Foreign Bank. - A bank organized under foreign law, or an agency, branch or office located outside the United States of a bank.
The term does not include an agent, agency, br;nch or office within the United States of a bank organized undeitoreign taw-

Broker or Dealer in Securities. - A broker or dealer in securities, registered or required to be registered with the Securities and Ex-
change Commission under the Securities Exchange Act of 1934.

IDENTIFYINGNUMBER.-lndiiidualsshouldentertheirsocialsecuritynumber,if any. However,alienswhodonothavea
social security number should enter passport or alien registration number. All othdrs should enter their employer identification
number.

lnvestment Security. - An.instrument which: (l) is issued in bearer or registered form;.{2) is of a type commonly dealt in upon
99:qritig: exchanges or.markets or commonly recognized in any area in which it is issued'o'r dealt in'is a medium lor investmi:nt;(3) is either one of a class or series or by its terms is divisible into a class or series of instruments; and (4) evidences a share, par-
ticipation or other interest in property or in an enterprise or evidences an obligation of the rssuer.

Monetary.lnstruments. - Coin or currency of the United States or of any other country, travelers' checks, money orders, investment
securities in bearer form or otherwise in such form that title thereto passes upon deliiery, and negotiabie instruments (except ware-
house receipts or bills of lading) in bearer form or other in such.form that title thereto passes upoi delivery. The terni includes bank
checks, travelers' checks and money orders which.are signed but on which the name of ihe payie has been'omitted, but does not in-
clude bank checks, travelers'checks or money orders made payable to the order of a named pLrson which have not been endorsed
or which bear restrictive endorsements.

Person' - An individual' a corporation, a partnership, a trust or estate, a joint stock company, an association, a syndicate, jointventure, or other unincorporated orsanizaiion or 9r<iup, a'.d;ir -iiit;;l;6;;;;;i"';r"i"di personarities.

Special lnstructions

Youshouldcompleteeachlinewh.ich"ppliestoyou. Partll..-Line2.2,Entertheexactdateyoushippedorreceivedcurrency
or the monetarv instrument(s). Line 23, check ihe.applicable bJx u"oJi""'in"io.irii"nu-"unouoaressof theshipperorreci-pient. Partlll.-Line26. liiurrencyoimonetaryinilru-memioiri;;"'i;;;';";1;,iiif isinuorueo,artachaschediieshowingeach kind, country, and amount.

PRIVACY ACT NOTI FICATION
Puls^uant to the requirements of Public Law-9-l'5?9,-(Privacy Act of 1974), nutice is hercby given tnal rhe authority to collect information on t.-orm4T90inaccordancewith5us.('-552a(eX3)is-PubiiiLa*st'so8;3lu.S.C.iioilin.s.'clloi;'iilorganizationptanNo. lof rgso;TreasuryDe,partment No. l65,.evised, as amended; 3l CFR I03.

The principal purDose for collecting the information is to assure nraintenance of reports or records where such repo-rts or records have a high degreeof usefulness in ciiminal. ta\. or r*ulatory investigations oi f."i"Jaing.. The infoimaiion -rr"i*J--"y p9 providcd to those officersand employeesof the cust()ms Scrvice and anv'tlier conitituent inii "i tn"'oip"iiminr or inl 1;"q!;iy *hi;'i,i""-"'need for rhe records in the performance oftheir duties. The records mav-be referred to;;t rtii;;;.;;;t;;irr'o. ug"n"y or trre iieairar'iloreiii"nt upon rhe request of the head of such de-partment or agency.

Disclosureofthisinformationismandatory..- lfriluretoprovid-€allorany.pa.rtoftherequesredinformationmaysubjectthecurrencyor--qrr6r6it
instruments to seizure and fo.feiture, rs w;ll as subject tjre individual to ci'vil and *i*i*ili"iiriii"i " 

-;
Diselosure uf the s()cial security number is mandatory. The suthority to collect this number is 3l cl;R 103.25. The soci3l seqLirv number will beused as r means to identify the individual who files tfie record- *-"'2""'t "u'r
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FOREWORD

This handbook, entitled, The Seventh Basic lnvestiqative Technique.

was prepared to meet repeated recommendations made formally and

informally by key speakers, panel members, workshop group leaders

and participants at the October, 1975 National Conference on Organ-

ized Crime. Their recommendations strongly urged the Federal Govern-

ment to develop training materials geared to the needs of law enforce-

ment officials in the area of tracing financial transactions entered into
by organized crime and white collar crime figures.

The handbook highlights an approach to the investigation of
organized crime and white collar crime targets by criminal investigators

that was introduced to and enthusiastically received by state and local

law enforcement officials who attended a series of LEAA regional con-

ferences on organized crime beginning in 1970 at Zion, lllinois, and

culminating at the February, 1972, conterence at San Diego, California.

The handbook was prepared by Mr. Richard A. Nossen, a Criminal

Justice Systems Consultant, who, while serving as Assistant Director of
the lntelligence Division and in other subordinate positions with the

U. S. lnternal Revenue Service, developed and presented the concept

of applying financial investigation techniques to criminal investigations

at the series of organized crime training conferences mentioned in the
preceding paragraph.

This publication, which is another direct outgrowth of the pro-

ceedings of the National Conference on Organized Crime, is but one of
many attempts being made by LEAA to meet their commitment to
local law enforcement, mandated in the primary objectives of the
NCOC, i.e.,

"To present the current state-of-the-art in organized crime

control for the information and education of state and local

criminal justice and public organizations whose activities and

support are necessary in controlling the problem of organized

criminal activity nationwide."

l|mililillllli|l,li ll! r!] r,', 
ti
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The handbook will accordingly be distributed to all NCoc parti-
cipants and will be included as an appendix to the lnvestiqator's Manual
presently being prepared by the Battelle Memorial lnstitute under an
LEAA grant. lt will also be available in the library of the National
lnstitute of Law Enforcement and Criminal Justice.

It is our sincere hope that this latest investigative tool, added to
the arsenal of other training materials developed and furnished to law
enforcement officials by LEAA, will lead to further successes in our
mutual efforts to control organized crime and white collar crime in
the United States. A/Uqh.htuL

Richard W. Velde
Administrator
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CHAPTER I

lntroduction To The Seventh Basic lnvestigative Technique

For countless years, criminal investigators have relied on six basic

investigative techniques to solve crimes; i.e., (1) the development of
informants, (2) use of undercover agents, (3) laboratory analysis of
physical evidence, (4) physical and electronic surveillance, (5) interroga-

tion, and (6) where permitted by law, wiretapping. Each of these

techniques has resulted in varying degrees of success.

The purpose of this handbook is to introduce to criminal investiga-

tors, on a broad scale, an investigative tool, a seventh basic investigative

technique, used primarily in the investigation of violations of the Federal

income tax laws. This tool, if properly applied, can greatly enhance the
success of the investigation of cases where illegal profits and a greed for
wealth are the principle motives of the violators.

Excluding crimes of passion, it is difficult to isolate a motive for
crime other than monetary gain. Racketeers who violate the narcotic

laws, engage in hijacking, fencing, shylocking, gambling, prostitution
rings, etc., as well as white collar type criminals engaged in more subtle

crimes such as commercial bribery, political corruption, etc,, are moti-
vated by the same common denominator - a desire for financial gain

and the power that it commands.

It follows, therefore, that if money is the primary motive behind

the crimes committed by both racketeer and white-collar type criminals,

the use of the Seventh Basic lnvestiqative Technioue must be added to
the skills of criminal investigators to ensure optimum success in their
ultimate prosecution.

All too often in the past, criminal investigators have been reluctant
to broaden the scope of their investigations into the financial area,

thereby sacrificing the potential evidentiary value of leads that may have

been successfully developed if properly explored. This reluctance is

understandable, and was caused, in part, by an inhibition that has

existed f6r years among criminal investigators that financial transactions,

for the most part, were difficult to investigate unless the investigators

had an accounting background. Rather than take positive action to over-

come this inhibition, many criminal investigators took a negative ap-

proach and merely dismissed the need to investigate financial leads by

rationalizing their minimal evidentiary value.
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As a result of this general reluctance to probe the financial activi-
ties of the racketeer - white collar crime element, an attitude has

developed among criminal investigators that if the six basic investigative

techniques do not result in a successful investigation, drop the investi-
gation or, perhaps, turn the information over to IRS; in the mistaken
belief that IRS agents have a monopoly on the capabilities necessary to
develop evidence relating to financial transactions.

On the contrary, it is the writer's experience, shared by many
others with similar investigative backgrounds, that all criminal investi-
gators, at the Federal, state and local level, can and, when appropriate,
should investigate financial leads and analyze financial transactions in
the same competent and professional manner as demonstrated by their
development of interrogation skills, networks of informants and the
overall application of investigative innovativeness that they have so ably
utilized in the successful investigation of orginized crime and white
collar crime cases in the past.

The following chapters in the handbook, therefore, were developed
to provide journeymen criminal investigators with the tools necessary

to explore, develop and carefully follow financial transactions engaged

in by the targets of their investigations with complete confidence that
they will soon master the technique. While the application of these
techniques is not expected to wipe out the racketeer-white collar type
criminal element engaged in crimes that are "money motivated," there
is every reason to believe that, properly used, the "seventh basic investi-
gative technique" can and will become another major weapon in the
control of organized and white collar crime.

ln studying the following chapters, it is imperative to keep in mind
the primary objective of all criminal investigators; that is, to develop
adequate credible evidence against targets that will not only convince
prosecutors that prosecutive action is warranted; but will enable them
to successfully present the evidence to grand juries and to the Courts.

It is the author's view, based on his own experience and on his
association with judges and prosecutors throughout the United States
over a period of more than two decades, that they are far more favorably
impressed with evidence, such as that reflected in the following chapters
of this Handbook, than with soeculation that many investigators, at all
levels of Government, have too often engaged in for too long, using

34



such tired old phrases as A is "tied in" with B and C "meets frequently"
with D; all of which adds up in the minds of prosecutors as so much
trivia.

It takes evidence to get a conviction, and in the area of today's
organized and white collar type crimes, the need to gather evidence of
targets' financial transactions has become critical.

For the purFioses of this Handbook, the title, criminal investigator,

includes all Federal, state and local investigative personnel charged with
responsibility to investigate violations of criminal statutes, who have not
utilized investigative accounting techniques in the investigation of finan-
cial crimes; including, but not limited to, agents of the Department of
the Treasury and the Department of Justice at the Federal level, as well

as investigators on the staffs of state attorneys'general, county district
attorneys' investigators hired by or assigned to grand juries and crime
commissions and members of state, county and city police departments.
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CHAPTER II

Application of the Net-Worth-Expenditures Principle

Definition

Before explaining how the net worth-expenditures principle can be

used in the investigation of racketeer and white collar crime targets, it
is necessary to clearly define the principle.

The net worth-expenditures principle, as used in this handbook, is

a mathematical computation designed to determine the total accumula-
tion of wealth and annual expenditures made by an individual. The
principle has been used for many years by the U. S. lnternal Revenue

Service for the purpose of determining taxpayers income tax liabilities,
primarily in those instances where no books or records of income and

expenses have been maintained by taxpayers from which a determina-
tion of tax liability could be made.

The use of this principle by the IRS in making a civil determination
of taxpayers' income, has been upheld by the U. S. Supreme Court. The
principle has also been upheld by the Supreme Court when used to
establish one of the elements of proof of criminal tax fraud, i.e., that a

taxpayer has, in fact, understated his income, upon which an additional
tax is due and owing.

The net worth and expenditures computation, when used by IRS

to determine tax liabilities for either civil or criminal purposes, is com-
plex. However, the complexity is caused not by the net worth principle,

itself, but by the fact that the computations must be made, taking into
account the highly complex tax laws. ln other words, adjustments have

to be made to ensure that tax liabilities, computpd by the application
of the net worth principle, take into account the effect of the receipt,

by taxpayers, of non taxable, or partially taxable income.

The use of the net worth and expenditures principle by criminal
investigators for the purpose outlined herein is not as complex and can

be developed with comparative ease. lt can be applied effectively in
criminal investigations without regard to the tax laws, whatsoever.

Apolication

The net worth-expenditures principle can be applied, when appro-
priate, to: (1) gather intelligence, (related to financial transactions),
(2) enhance the successful interrogation of a target, (3) corroborate
other evidence of a crime for the purpose of presenting facts to, (a) the
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district attorney for his consideration, (b) a grand jury, or (c) a trial
jury, or to the Court in the event of a bench trial, (4) assist in determin-
ing whether a target is engaged in other crimes, (5) determine havens
where a target may be hiding assets, and, (6) to identify or locate assets

for restitution or collection of fines.

The computation can be presented in two formats. One is com-
monly referred to as a "Net worth-Expenditure Schedule;" the other [s

perhaps more readily recognized as a schedule of "source and Applica-
tion of Funds." Either format will produce, essentially, the same result:
The net worth format should normally be used when a target's spending
habits appear to include the acquisition and disposal of real estate,
jewelry, furs, bank accounts, life insurance policies having a cash value
and periodic reductions of mortgage loans. The source and application
of funds schedule is normally used when a target's expenditures have

been of a more transient nature, such as for high personal living
expenses,

lllustrations of both schedules, based on the same hypothetical
practical exercise, are contained in the following chapter.
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CHAPTER III

Practical Exercise

Factual Situation

Target "A" has been identified over a period of years as being

involved in major fencing operations. While he has been the subject of
frequent investigations he has successfully avoided indictment. His

ownership of a retail furniture store, which investigators are convinced
is a cover, has successfully shielded his fencing operation. A warehouse,

allegedly maintained as a storage facility for furniture and other mer-

chandise related to his retail operation, is located so as to make physical

surveillance difficult. Allegations and raw intelligence have failed to
meet the test for probable cause to obtain a search warrant.

One of the investigators assigned to lntelligence has gained the
confidence of Target "A's" bookkeeper, who informed the investigator
that the Target's furniture store is generating only nominal profits; that
she has access to copies of his annual profit and loss statements and

balance sheets for the past four years prepared by the Target's account-

ant and overheard the Target inform his accountant that the profit and

loss statements of the furniture store operation reflected his sole source

of income. She voluntarily furnished the investigator with copies of the
prof it and loss statements and balance sheets for the years 1972 through
1975.

The profit and loss statements disclosed net profits of $14,000,
$16,250, $11,750 and $14,375 for the years 1972 through 1975, re
spectively. The balance sheets disclosed a balance in the Target's capital
account of $15,000 for each of the years 1972 through 1975, respec-

tively. No additional investments were made since the Target made his

initial investment in the business in 1972. Earnings, reflected above,

have been withdrawn from the business each year.

A realistic factual background accordingly exists which would
warrant the application of investigative resources to explore the
"Seventh Basic lnvestigative Technique."

Investioative Steos

Through physical surveillance the investigator observes the Target

enter Bank "A". Upon making inquiry at the bank, the investigator

learns that the Target has a commercial account and safe'deposit box

and that he obtained a Bank Americard through the same bank.



Safe Deoosit Box

The investigator obtained a copy of the safe deposit box contract
filed with the bank by the Target at the time he applied for the safe de-
posit box rental. The contract, shown below, (lllustration 1), not only
discloses a physical description of the Target and an exemplar of his
handwriting, but contains other pertinent background information as

well:

lllustration 1

SAFE DEPOSIT.INDIVI OUAL

DATE OF
CONTRACT
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lllustration 1

hereby designate hereby designate

and appoint

as 

- 

deputy and agent, to have access to the box
covered bv this contract. To take and remove from or
add to tlie contents thereof, and have full and ab-
solute control over the same, hereby waiving any lia-
biiity of the lessor, arising oui of thi: exercisi, bi the
said deputy, or any of the pov\€rs herein contained.

as-deputy and agent, to have access to the box
covered by this contract. To take and remove from or
add to the cont€nts thereof, and have full and ab.
solute control over the same. herebv waivino anv lia.
bility of the lessor, arising out of thir exercisb, by the
said deputy, or any of the porarers herein contained,

Lessee

Lessee

Deputy Deputy

Address of Deputy Address of Deputy

The Appointment Of The Above Deputy ls Hereby

Revoked 19

The Appointment Of The Above Deputy ls Hereby

Revoked 19

Lessee

Witness:

ldentification
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Each time an individual enters his safe deposit box, he is required
to sign an entry slip, (lllustration 2), shown below:

The entry slip discloses the date and time of day that an individual
enters his safe deposit box. lt is usually stamped on the reverse side in
order that the individual's signature Qan be identified. This information
can be of inestimable value to an iniestigation since the dates of entry
into a safe deposit box may reconcile with the dates of other cash
financialtransactions. (This will be illustrated in subsequent paragraphs).
The information can also be used by an investigator to contradict a
target's alibi as to his whereabouts during a key interrogation or by a
prosecutor during cross examination of a target at trial.

The record of entries into a safe deposit box should, accordingly,
fu obtained on every target whose financial transactions are being in-
vestigated and those targets on whom "financial intelligence" is being
gathered.

The record retention period for safe deposit box entries varies
among banks. However, many banks continue to retain the records well
beyond the scheduled destruction date due to the limited storage space
they require and the cost of manpower to meet record destruction
schedules. ln any event, the information should be obtained as quickty
as possible; as soon as a target is placed under financial investigation or
identified as a suspect on whom intelligence is to be gathered.

lllustration 2

ENTRY SLIP

The undersigned lessee or authorized deputy desires access to safe deposit box,

Signature

Lessee or Deputy

Booth No. Attended By Box No.

14-OOO7
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The record of entries by the target into his safe deposit box, for
the purpose of this exercise, is shown in lllustration 3 below: (This

particular bank's entry record form provides for a four year record,

however, only two years are illustrated below).

lllustration 3

1{AtE Of
lox t{o. LESSEE

RECORD OF VISITS - S^FE DEPIOSIT

lgta I 2 3 a 5 6 , t t t0 ll tz t3 la t! tl t9 D il 2. a ,t a 8 n a a :T lt T

19, t a 6 , t t r0 il l2 rt ta t5 lgvJ t6 t7 tt t9 a zt ?2 a tu E 6 z 4 a :I lt ?

I z I a i a , I t to il l2 tl ta tl ta l7 It t9 a 2l 2. a A 6 6 a t a T !t T
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Gheckinq Account

lllustration 4, shown below, is a copy of the signature card relating

to the target's checking account. This card, again, furnished the investi-
gator with an exemplar of the target's handwriting as well as background
information of interest.

44

lllustration 4

PERSONAL DDA SIGNATURE CARD
N JoINT
[] ltrtotvtoueu

ACCOUNT NUMBER

1

2

Account Nrmt

ACCOUnt Nam€

soclal securlty Numb6r

I (we) the abov€-slgnod, hav€ b€en provid€d wlth and have read therul€sand regulatlonsof
Bank gov€rnlng thls account and agree to b€ bound by tho provlslons th€r€of, and as th€y shall,
from tlm€ to tlm€, be amgndod by thc Bank.

lf two or moro slgnaturos appear abov€, each a9r6€s tlrat all moneys, checks and oth€r
instrum€nts for paymont of rnoney at any tlme doposlted ln thls account are and wlll be tholrjolnt property durlng th6lr Jolnt llves and upon the death of eith€r ot them the entire right, ilfle
and intEr€st thoreln shall vest absolutely ln the surlvior; that at any tlm6 the balancs in thls
account shall be subj€ct to wlthdrawal, transfer or other dlsposltlon, ln whol€ or in part, by
elther of them, or the duly constltuted attorn€y ot elther ot th6m wlthout duty of inquiry onyour parti that paymont to, or by order of, eithor of them, or the duly consfltuted attorngy of
elth€r of them, shalj be full dlscharge to you for such payment, wh€ther th€ oth6r be living,
lncompatent or docoasodi that you shall b6 authorlzod to make paymont tn accordanco wlth the
tsrms hereof, not wlthstandlng any notlce or d€mand which may be glvon by or on bahalf of
olth6r of th€m to tho contrary. Th6 Bank ls authorlzed to oft.set the balance, wlthout noilca,
against tho lndobtodnoss of any on€ or mor€ of us to the Banki and to send all statements,
notlcos and vouchers to tha address trom tlmo to tlm6 furnlsh€d th6 Bank.

Oato ODen€d Op€n€d by Approvecl
by

Branch

Amount ot lnltlal Deposlt Typo of D€poslt Retoronce Check6d

Please STAMP Bank Name Here

SEAL

SEAL

SEAL

o PLEASE PRINT

n
SENE
MAIL
TO
E

Hom€ Addrcss Clty, State. Zlp Cod€ Telephone & Aroa Code

POStilOn Yrs. ther€

Emptoyers Address ctty,stato, zlp codo I Telephone & Ar€a code

Bank Raterenco ()th€r R€ler€nc€

Account Numb.r I Type ot Account Tel€phone Number

street Address Stre6t Address

city stat€ zlp code Clty Stato Zlp Codo

P€rsonal LO.
Drlvor's Llconse Numbar Stat€

Charg€ Account Numb6r Typ€



lllustration 5, shown below, is a copy of the target's monthly bank

statement for the month of June, 1975, which was also obtained from

the bank. (Copies of the statements showing "year end" bank balances

for the years 1972 through 1975 were also obtained for the purpose of

completing the net worth computations. While they are not included

as lllustrations, they show balances in the amounts of $300, $1100,

$3600, and $4300 at tne end of the years 1972 through 1975, respec-

tively).

lllustration 5

CHECKING STATEMENT

CR = Othor Crcdlts
MC = Ml$!llancou5 ChatgG

SC = S.rvlcc charg€ BA = BankAm.rlqrd charga
(-) . ov€rdrawn Account Bc = Bluc chlp cha19.

galanca Last Stat€m.nl

Wo Hav. Addad W€ Havo Subtractcd Rasultlng
ln A Balanc€ Of Itrmr

EnclosdNumbar EFpo5lts Totallng Numbar ll!mr Totalin9 Sarvico

i i i93ie3 3 i2€' !5oooo l_c i.26 00 l1 i v.12i 83 10

400,00
1100.00

25000.00

25000.m

200.00

175.00
90.0o

u0.00

. 80.00

18.00
?3.00

185.00
?0.00
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The bank statement discloses that the Target made a $25,000
deposit on June 16, 1975.

A comparison of the dates of large deposits and withdrawals shown
on the Target's bank statement with the dates of entries by the Target
into his safe deposit box, shows that he entered his safe deposit box on
the same day that he made the $25,000 deposit to his commercial
bank account.'

The "inference" that the Target removed $25,000 in currency from
his safe deposit box and deposited it to his bank account is supported
by an examination of the bank's microfilm copy of the Target's deposit
slip, (shown below in lllustration 6), which shows that the $25,000
deposit was made with currency.

lllustration 6

NAME- TnnGET
"H*

DATE 6-16- s?6 Chocls ond olhcr itcm.
orc rccoivcd for depcrir
rublcct to Ac tcrms ond
<onditionr of thir bonl s

colleclion ogr..mcnt

l:3ul: tlcx rrat
5 no?[lY txDolttD

or:o 5 lox'ooo lr: Oq lt EEBlrr'
t
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A schedule, comparing the dates of large bank deposits and with-
drawals, as well as the dates and amounts of all other large financial
transactions, with the dates of entries into a target's safe deposit box
should always be mader Among other things, ir assrsts the investigator
in establishing a possible pattern engaged in by a target in making
financial transactions and, as mentioned earlier in this chapter, can be
used during the investigatory interrogation process as a psychological
tool to demonstate how much the investigator already knows about the
target or during trial for a variety of purposes.

lllustration 5 also shows that $25,000 was withdrawn from the
Target's bank account on June 18, 1975.

The investigator obtained a microfilm copy of the Target's check
from the bank, (see lllustration 7 below).

lllustration 7

The code numbers and date, stamped on the face of the check
shows that it was cashed by the Target.

All banks use a series of codes or symbols, which they usually
stamp or imprint on the face of a check to show that it was 'bashed."
The codes used by some of the maior banks in principal geographic

areas are shown in lllustration 19, Chapter lV.
The next logical investigative step, in an attempt to trace the dis-

position of the $25,000, is to examine the bank's "cashier's check"
records. A cashier's check can be purchased from any bank in most any
amount. The check is issued by the bank on its own funds and is signed

. 6-t8 rg75"%l
$2*re'%

LARS

ff?nri75958 Js18 25A OO,OOW

d:O 5 L0x'OO0 lr! Oq t I gEg lr.
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by one of the bank's officers. At the time of purchase the bank inserts

the date and the name of the payee.

Cashier's checks are used frequently by the racketeer and white

collar crime element in the mistaken belief that their expenditurx may

escape detection since the names of the purchasers do not appear on

the face of the checks. Cashier's checks have the added advantage to

the criminal engaged in large financial transactions, (legal and illegal),

of avoiding carrying large amounts of currency, usually a high risk

element when dealing with their own kind.
Cashier's checks, of course, can be traced. Purchasers can be iden-

tified. But paly if the investigator is thorough, touches all bases, and

makes the necessary inguiries to determine if a target has used the

cashier's check technigue in an attempt to conceal his expenditures.

ln the example in this chapter the investigator made the necessary

inquiries and learned that the Target purchased three cashier's checks

on June 18, 1975, in the amounts of $10,000, $10,000 and $5,000,
payable to Stockbroker "A".

The bank teller's "daily proof sheet," an internal record of the
bank, shows that the cashier's checks were purchased with currency.

One of the three checks is shown below and on the following
page in lllustration 8. (There is no need to illustrate all three of the

checks as they all contain the same endorsement as explained in the

following paragraph).

BANK "A" t- 59198

June 18, re75 %i-
P#;r.*"" stocrcbrofer "e" $ 10,000.00
Ten Thousand and no,/one-hundredths DoLLARS

CASHIER'S CHECK AUTHORIZED SIGNATURE

C)-^J-'.^
,r!Q$$Qrr,[?5Or: OOq gq fmet.
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lllustration 8

Security Account

The endorsements on the back of each of the three checks show

that they were deposited at Bank "C" in Washington, D. C., into the

account of Stockbroker "A", a nationwide stock and bond brokerage

firm which has an office in Washington, D. C. (See lllustration 8, above).

The investigator places a telephone call to a Washington Metro-

politan Police Department lntelligence Unit contact and asks him to
find out, through his information sources, whether or not the Target

has an account at Stockbroker "A" and, if so, to get copies of his

monthly security account statements for the past four years.

The Washington, D. C., police contact learns that the Target

opened an account with Stockbroker "A" in June, 1975. He mailed

copies of the Target's signature card and his June statement to the in-

vestigator. (June, 1975, was the only month to date that the account re-

flected any activity). A copy of the June monthly statement is shown

in lllustration 9 on the following page.

49



o,
c
o
(E

P

:

:3
rl
3t
::
:3

:iT.
3o

3!
r!:g

:T

!

:i:i>tF5

EEe:u
ii:rE
;;i!:
=OIF-

I

t\
\
t,
t

.(is
t\

i
t
rt
II
h

T:
LO
&E

.l

tti
t
Ultl

3III
j
2g
F6
l\o
d5
EN
3t
o

F
2t
o
i,
U

Et
c
it
o

\
o
F
2
It
I
ts

F
I

;
2

o

!!
io
11

oooooo
orototooooooorotol
oo.n

Ii
rii; Ei;
!!II!T
aarg
't:l

aJ
o
It
I
t
o
z
o
Fti

lrll
o!
o?
ldr

r5
-go

3
o
5
f
F
5
o
2I
FI-
(,
aI
o
t
oI

I
tt

!

,

,

I

,

I

I
,
,

,
,

,
!

t

t
t

g!
F]
6e

H!

i;
o>to
<F

oooooo
ooooooooo
oorn
dd

2
5
o

a!

x9
FO

Oa
IU

I

oooooo
ooooooooo
oou.t

J
o

Ilot
i.

a
o

oorn
o06ldrl

z
s
Ff
t
ta
I
o

AAOkkLoooI()Jac)Ja()ooooooo0rk
,c !q.c ,q -c EIc)<q)<()a

!
F
a
J
o

>:F!
2.
rioi

oo
N

oo
F{

oo

I
F
o

o\oOc)F)c.ltHNCt6t6l
\O <) \C, \O \O \O



The signature card is not illustrated in the handbook since it is

similar, in most respects, to the checking account signature card shown

in lllustration 4. lt, however, again offers the investigator an opportunity
to obtain a handwriting exemplar and to acquire other significant back-

ground information about the Target.

The June statement (lllustration 9) furnishes the lnvestigator with

significant information. The statement is similar in many respects to a

monthly bank statement and can be easily analyzed. lt is necessary to
keep in mind only a few simple rules. These rules are explained in detail

in Chapter lV, Sources of lnformation.
ln this instance, the Target deposited a $10,000 check to his ac-

count with Stockbroker "A" on June 19, 1975, (the first of thethree
cashier's checks - lllustration 8) which gave him a $10,000 "credit"
balance in his account.

The next entry reflects that the Target purchased 100 shares of
the ABC Corporation on June 19, 1975, at $1@ per share. His account

was charged, (debited), accordingly. Since the Target had already placed

$10,000 in his account, his "balance is "0."
The Target made two additional purchases as shown in lllustration

9; an additional 100 shares of ABC Corporation at $100 per share on

June 20, 1975, and 200 shares of DEF Corporation at $25 per.share on

June 23, 1975. The purchases were paid with the remaining two cash-

ier's checks.

The June statement does not reflect any sales of stock by the

Target.

For the purpose of this exercise it is assumed that the Target did
not engage in any other stock transactions during the years in question

and that the above securities were physically retained by the broker for
the Target. Further information regarding the impact on "net worth
and expenditures" and "source and application of funds" schedules,

caused by the sale or delivery of securities to the Target, is contained in

Oages 33-3! in this Chapter.

Purchase of Automobiles

At an early stage of any criminal investigation, an investigator

ordinarily checks motor vehicle registration records to obtain an iden-

tification of a Target's automobile. The investigator's interest should be

enlarged to include the identification of the car dealer and a determina-

tion of the cost of a target's automobiles, those of his girl friend, and
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the nature of the funds used to pay for them. lt is not at all unusual to
discover that a target finances the purchase of his own automobile and
pays cash (usually currency) for his girl fiiend's automobile. His motiva-
tion may range from concealment of the latter purchase from his wife or
merely to impress his girl friend. ln any event, appropriate employees
of automobile dealerc (finance officers, salesmen, bookkeepers, etc.)
are a valuable source of information concerning the spending habits of a
target and a close liason should be maintained with them. While trans-
actions of this nature are unusual, they g!9 occur, at most all automobile
dealers, and usually are made by individuals of interest to criminar in-
vestigators.

For the purpose of this exercise, State motor vehicle records show
that the Target is the registered owner of a 1975 cadillac El Dorado
and that the automobile is titled in the name of Bank "B".lnquiries
at Bank "B" disclose the name of the Cadillac dealer from whom the
automobile was purchased, and the fact that the Target made a loan
from the bank to purchase the automobile. ln addition, by being
thorough, the investigator learns that the Target also has a savings ac-

count and a mortgage loan at Bank "B". (Details concerning the savings
account and mortgage loan will be covered in subsequent paragraphs).

He also learns that the Target has purchased cashier's checks from
time to time at Bank "8" and he made arrangements to obtain further
information concerning the checks at a later date.

After noting the balance due on the automobile loan as of the end
of 1975 ($3,000), the investigator made inquiries at the Cadillac agency
and learned that, in addition to purchasing his El Dorado, he also pur-
chased a Chevrolet Caprice for his girl friend.

Copies of the invoices relative to the purchases of the El Dorado
and Caprice are shown in lllustrations 10 and l1 respectively, on the
following bages.
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lllustration 10

GAr ilvucr

-

CADITTAC COMPANY
06488

SOLD TO

p61g l{rrch lO, Ln,
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TERITS OF TITIE CONTRACT

FINAXCE COMPAIIY

PAYMEIITS OF t

EACH PAYAELE Ot{ THE

OF €ACH MOTTH BEGIiXITIG

TELEPHOilE

0ESCRrPTrOr{

Incldcd La purcher p'lcr

FIRE S IERM

rHEFr g fOlG IERM

COMPREH€IISIV€ i ?€RM

collrsrolt-uPsEt 3 iERM

P.0. I P.!. t

13r50o.oO
Srooo.oo
2150o.0o

6rooo.oo
-o-

61000.o

NO LIABIIITY INSURANCE INCTUDED

OF I\4OTOR VEHICLE

MAKE CAD ** ELD0RADO

YE^R 19?5
MoroR IUMBER C8O96?L

s€Rr^L NUMBER CBR3888O

MooEL EI'OMDo ilr lrLor
BooY srYLE Tudor
rGt xEY Sane 6L$O7z
TRUNX KEY

rEw q[t!?q
c R rRAo€o 1973 Chov

BASIC PRICE OF CAR

TRANSPORTATIOX

oPrror^L EQUTPMEXT AlrD ACCESSORTeS

ALL OTHER CHARGES
rfLE oR s^LEs rax Inchdad
PERSOIIAL PROPERW TAX
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REcrsrnlTrox FEE prLcr
CERTIFICAIE OF TIILE
XOTARIAL At{O R€COROING FE€S
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CASH SALE PRICE
DEPOSIT

CASH ON DELIVERY
TRADE.IN ALLOWANCE
TOTAL CASH PRICE BALANCE
TOTAL COST OF INSURANCE
CREDITOR'S LIFE INSURANCE
AMOUNT OF FINANCE CHARCE
TOTAL T'ME *RICE BALANCE DUE B!r,&
FROM THE PURCHASER trBN
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lllustration 11

c r rauotct

-

CADITTAC COMPANY

soLD lo

DATE lbrch l:O, Ln5

Trr3rtrr Otrl hlcnd

TERMS OF IITIE CONTRACT

FIXAXCE COMPATY

EACX PAYAELE OX TXE DAY

OF €ACH MOIITH BEGIX}IIN6

06488

OF INSURANCE COVERAGE
FIRE 3 TERM

rHEFr 3 tlol{E rERM

COMPREHETSIVE 5 TERM

COLLISIOT-UPSET S TERM

P.O.&P.L.I TERM

615OO.O

615@.GI

615oo.oo

?ELEP}IOXE

oEscRtPTtox

Includ.d h purcbara Dclcc

{>
-o-
-0-
-o-

NO LIABItITY INSURANCE INCTUDED

DESCRIPTION
OF MOTOR VEHICLE
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lxspEcrrox FEE ln purchasc

:ffiillfl+:".:1',,,. pricc
TOIARIAL AXD RECORDING FE€S
oTHER IITEMIzE)

CASH SALE PRICE
DEPOSIT

CASH ON DELIVERY
TRADE-IN ALLOWANCE
TOTAL CASH PRICE BALANCE
TOTAL COST OF INSUR,ANCE
CREDITOR'S LIFE INSURANCE
AMOUNT OF FINANCE CHARGE
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The first invoice shows that the Target paid $13,500 for the El

Dorado; received a trade-in allowance of $2,500 for his 1973 Cherrrolet,
(which he had also purchased at the same dealer in 1972 for $4,500);
made a cash down payment of $5,000 (in currencrl);and financed the
balance at Bank "B".

The second invoice shows that the Target paid $6,500 for the
Caprice, that no trade-in was involved, and that the Target paid for the
car with currency. The invoice also showed that the automobile was

titled in a name later identified by the investigator as the Target's girl
friend.

A subsequent re-check of State motor vehicle records showed that
both of the above cars are still registered to the Target and his girl
friend in 1976. This "re-check" is necessary to prove continued owner-
ship, the importance of which is explained on Pages 33-34.

Savinqs Account

Since the Target's account reflected only nominal activity, the
investigator made a transcript of the dates and amounts of all deposits
as well as noting year end balances for the purpose of completing the
net'worth computations (There were no withdrawals from the account).
While the transcript is not included as an "illustration," it shows bal-
ances of $200, $2100, $7400, and $9200 at the end of the years 1g72
through 1 975, respectively.

Cashier's Checks - Bank "8"
After obtaining the transcript of the Target's savings account the

investigator strikes a bonanza. While only two cashier's checks were
purchased by the Target at Bank "8", each check led to significant
financial transactions as follows:

Travelers Cheques

The first of the two checks, in the amount of $20,000, was pur-

chased on September 15, 1974, and was made payable to and endorsed

by Bank "A", the bank referred to on Pages 7-16 where the Target
maintained his safe deposit box and checking account. lnquiries at Bank
"A" revealed that the Target used the proceeds of the cashier's check
to purchase American Express Travelers Cheques in the amount of
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$20,000 (200 checks of $100 denomination). (The investigator made a

note on his transcript of the Target's entries to his safe deposit box at
Bank "A" that he entered his safe deposit box on the same day that he
purchased the $20,000 cashier's check).

The investigator listed the serial numbers of the cheques contained
on the bank's retained copy of the sales record, (lllustration 12, below):

The investigator obtained copies of the cancelled travelers cheques
from the American Express company. (Further information on how to
obtain copies of redeemed travelers cheques, record retentaon periods,
etc., is contained in Chapter lV, Sources of lnformation).

The investigator studied the endorsements on the 200 checks and
made a transcript showing the names of the payees filled in by the Tar-
get, the endorsements appearing on the reverse side and the dates that
they were negotiated; The transcript confarmed intelligence obtained
from other'sources that the Target, having scored heavily in his fencing
activities tn 1974, celebrated his "business" successes by taking two
trips withQis girl friend; one to Acapulco and one to the French Riviera\ _____\
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in the Fall of 1974. The nature of the expenditures ranged from airline
tickets, expensive hotel bills and restaurants, to purchases at avariety of
boutiques. These expenditures, all of which represent personal living
expenses, are taken into account in the "net worth and expenditures"
and "source and application of funds" computations on pages 28-30

of this chapter.

Fur Coat

The second cashier's check, in the amount of $5,000,was purchased

on March 21, 1975.The endorsement was made by an exclusive Furrier.
lnformation obtained from the Furrier confirmed the fact that he had

received the check from the Target in payment for a full length Tourma-
line mink coat. He identified a picture of the Target's girl friend as the
recipient of the coat and gave the investigator the name of the insurance

broker to, whom he had mailed a copy of an appraisal on the coat at the
request of the Target.

Dibmond Rinq

The investigator contacted a representative of the insurance com-
pany referred to in the preceding paragraph and learned, not only that
insurance was still in force on the mink coat, (which proves continued
ownership for the purposes outlined on pages 33-34), but also that the
Target has insured a man's two karat diamond ring for $5,000, effective
May 23,1975, and that the policy was still in effect. He also advised the
investigator that the appraisal was prepared by Jewelry Store "A". The
investigator subsequently contacted the owner of Jewelry Store "A",
a small but exclusive operation specializing in custom design jewelry.

The owner confirmed that he sold the Target a $5,000 diamond r:ing

on July 3, 1975; that he remembers the transaction very well, since the
Target paid for the ring with fifty $100 bills. The investigator subse-

quently checked the date of payment with his transcript of safe deposit
box entrie's and, again, noticed the correlation between the date of
entry and the date of payment.

Condominium Aoartment

An examination of Bank "B's" mortgage loan records by the in-

vestigator disclosed that the Target purchased a condominium apart-

ment, where he presently resides, in June, 1973. A copy of the "pur-
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chaser's settlement sheet," included among other papers in the bank's

loan file, shows that the Target paid $65,000 for the apartment unit,
made a cash down payment of $25,000, and borrowed the remaining

$40,000 from Bank "B". A copy of the Target's mortgage loan payment

record, obtained from Bank "B", shows that the mortgage loan balances

on December 31, 1973, 1974 and 1975 were $37,500, $27,500 and

$17,500 respectively. The loan records disclosed, in addition to making

the required monthly payments of $450, (an expenditure wholly in-

consistent with the Target's alleged sole source of income from his

furniture store), he made additional principal payments on the mortgage

of $1,750, $8,500 and $8,000 in 1973, 1974, and 1975, respectively.
ln the event that the investigator had not discovered the existence

of the mortgage loan at Bank "8", he would have made inquiry at the

County Courthouse in the county where the Target was known to re-

side. An examination of the County land records, which are open to
examination by the public, would have disclosed not only the date and
description of the property purchased by the Target, but the purchase

price and the name of the lender as well. The purchase price can easily

be determined by the investigator by noting the amount of "grantors'
tax" or "docttmentary" or "transfer" stamps attached to the deed of
trust. This tax, which varies by state, usually rs assessed within a range

of $1.00 to $1.25 per $1,000 of the purchase price. The name of the

lender would be included in the body of the deed of trust "note," a

copy of which is also in the file.

Examination of county land records should be routinely made by
an investigator when a decision has been made to subject a target to a
financial investigation. lt should cover a period of years at least equal

to those in which the target is suspected of being involved in an illegal
activity not reflected by his known sources of income.

While the names of the various records and the types of filing
systems vary from state to state, they are not difficult to examine and,

in all ipstances, assistance from personnel in the appropriate county
courthouse offices is available.

The need to prove continued ownership of the property during
the years involved in the computation for this exercise, (as explained on
pages 33-34), is met bV (1) the fact the county records do notshowa
transfer of the property out of the name of the Target as of December

31,1975, and (2) the fact that the mortgage loan is being paid timely
and has an existing balance as of December 31, 1975.
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Results of lnouiries to Date

At any point, during the course of completing the "Seventh Basic

lnvestigative Technique," that it appears to the investigator that a "test
check" of results should be made, it can be accomplished by using

either of two basic formats as explained in Chapter ll. Both formats are

illustrated on the following pages and reflect merely an arithmetical
summary of the evidence of expenditures made by the Target.

Source and Apolication of Funds Format

This title has many synonyms, including, "statement of Resources
Received and Applied," "Statement of Application of Funds," "Ex-
penditures Statement," or, in the vernacular, "Where Did lt Come From

- Where Did 1t Go." They are all appropriate for the purposes of the
investigator. The format is also highly flexible and can be presented by
using a variety of different schedules. There is no right or wrong way.
The decision on how to present the evidence in schedule form should
be made solely on the basis of which format is most easily understood.

The Source and Application of Funds Format is illustrated on the
following page (lllustration 13).
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SOURCE AND APPLICATION OF FUNDS

FUNDS APPLIED:

lncrease in Checking Account Balance
lncrease in Savings Account Balance
Down Payment on Apartment
Purchase of Securities:

ABC
DEF

Purchase of Cadillac (Down Paynrent)
Purchase of Chevrolet
Purchase of Diamond Ring
Purchase of Fur Coat
Purchase of Travelers Cheques
Reduction of Mortgags on Apaftment
Reduction of Loan on Cadillac

TOTAL FUNDS APPLIED

SOURCE OF FUNDS:

lncome from Furniture Store

INCOME FROM UNIDENTI FIED

SOURCES

1973

$ 8oo
1,900

25,000

$ 2,so0
5,300

1975 Pags No.

$ 7oo 13
1,800 23

25-26

20,000
2,fiO 10,000

20,000
5,000
5,000
6,500
5,000
5,OO0

10,000
3,000

$62,000

1619
1G19
19.23
19-23
25
25
23.24
25'-26
20

$30,200 $37,800

$16,250 $1 1,7s0 $14,37s

$13,950 $26,ogg_ v7,625

lllustration



Net Worth and Expenditures Computation

There are few, if any significant variations in describing the title

of this format. The schedules used to make the computation are basic-

ally the same.

While its use is rather common it is sometimes considered more

difficult to explain. However, as indicated earlier in a discussion of the

format of the Source and Application of Funds Statement and in

Chapter ll, the investigator should use whichever computation and

format is, in his judgement, most easily understood.

The Net Worth and Expenditures Statement Format is illustrated

on the following page (lllustration 14).
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NET WORTH AND EXPENDITURES COMPUTATION

ASSETS

Checking Account - Bank A
Savings Account - Bank B
Condominium Apartment
Furniture Store - Capital lnvestment
Securities:

200 Shares ABC
20O Shares DEF

Automobiles:
1 973 Chevrolet
1976 Cadillac
1976 Chevrolet

Diamond Ring

TOTAL ASSETS

LIABlLITIES

Mortgage-Condomi nium Apt.
Automobile Loan

TOTAL LIABILITIES

Net Worth
Less Net Worth Prior Year

lncrease in Net Worth

Add: ldentified Personal Expenses:
Loss on Trade in ol 1973 Chevrolet
Travelers Checks
Fur Coat

TOTAL EXPENDITURES
lncome from Furniture Store

INCOME FROM UNIDENTIFIED SOURCES

12131172

$ 300
200

15,000

12131173

$ 1,10o
2,100

65,000
15,000

1431n4 12131175 Pase No.

$ 3.600 $ 4,300 13
7,400 9,200 23

65,000 65,000 25-26
15,000 15,000 7

20,000 1S19
5,000 1G19

4,500 4,500 4,500

$20,000 $87,700 $95,500

$37,s00 $27.500

-o-

$20,000

$37,500 $27,500 $20,500

$68,000 $123,000
50,200 68,000

$17.800 $ 55,qX)

-o-
13,500
6,500
5,O00

$143,500

$17,500
3,000

19-23
19-23
19-23
25

25-26
20

$50,200
20,000

$30,200

$30,200
16,250

$13,950

$20,000

$37,800 $ 62,000
11.750 14,375

$26,050 $ 47,625

$ 2,OOO 1923
2:+-24

5,000 25

lllustration l4

Additional Livino Exoenses

Other living expenses, such as food, medical care, clothing,
interest, taxes, contributions, etc., have not been taken into account
in the foregoing practical exercise. Evidence of expenditures of
this nature would, of course, further increase the amount of unex-
plained source or sources of income expended by the Target and would,
accordingly, give the investigator and/or prosecutor greater leverage in
applying the various techniques suggested earlier in this Handbook. lf
information concerning day to day living expenditures is readily avair-

able to the investigator, it should be obtained and documented in a

manner similar to the other expenditures illustrated in the practical
exercise.

-:-_____-=:_ 62



Expenditures of this nature can be critical' to the value of the

overall computations if the total expenditures over and above known

sources of income in any of the years in question are nominal. However,

if the excess of expenditures in each of the years in question is sufficient
to clearly demonstrate a pattern of expenditures well beyond the Tar-

get's legitimate sources of income, there is no need to expend additional

investigative time to prove additional expenditures of this nature.

A principal source of information to prove additional living ex-

penses is the several national credit card companies which have grown

immensely in recent years. One of these companies, Bank Americard,

was mentioned briefly in the opening pages of this chapter. As of the

end of the first quarter of 1976, Bank Americard listed 7,058 participa-

ting banks and 31.8 million cardholders; second only to Master Charge

who listed 7,483 participating banks and 37.4 million cardholders.

Further information concerning Bank Americard and other similar

companies is contained in Chapter lV, Sources of lnformation.

lmoact of Cash on Hand on Comoutations

ln computing the amount of income derived by the Target from

unexplained sources in the examples shown on pages2S&30,three fac-

tors, cash on hand, gifts or inheritances and loans were intentional'
ly not taken into account. Their impact can best be explained at this

stage of the practical exercise afterthe computation has been completed.

There are, primarily, only four explanations that can be made by

a target when confronted by the results shown in the previous computa-

tions. He can allege thatthe expenditures made in excess of his available

income from his legitimate sources were made with cash accumulated in

and retained from prior years. He can also allege that he received gifts

of cash from friends. He can further allege that he borrowed cash from
friends and that said loans remain unpaid. Or, he can claim that he in-

herited cash or other property which he converted to cash.

These attempts to explain away evidence of other sources of in-

come are hot difficult to disprove because the explanations are usually

false. lf the explanations are, in fact, false, the Target is literally forced

to state that the funds allegedly received from others or saved from

prior years were in currency, since he cannot point to any documentary

evidence to substantiate his claims. For example, if he placed the funds

in his checking or savings accounts, or if he received cashier's checks or

securities, or jewelry which he later converted to cash, etc., there would

have to be at least some written record to substantiate his claim. The
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fact that the explanation relates to "currency" is, therefore, the best
indicator to an investigator that the explanation is false.

lf the Target identifies the individual or individuals from whom he

allegedly received cash gifts or loans (probably others engaged in illegal
activities) he subjects them to the same investigative perils as he is cur-
rently facing. He may, by the very fact of identifying them, finger
other potential targets; some of whom may warrant an investigation of
their financial activities; particularly if, by some remote chance, there
is a degree of validity to the Target'sexplanation. ln effect, the investi-
gative emphasis could conceivably shift, perhaps to a target at a higher
echelon.

lf the Target claims to have inherited money in prior years and al-
legedly used those funds to make the expenditures during the years in
question, there are public probate records available in local courthouses,
enabling an investigator to check out the validity of such claims.

Assuming that some or all of the countermeasures taken by the
investigator are not productive for any of a variety of reasons, there are
ample sources of evidence available to an investigator to negate most
all of the claims outlined above. Most of this evidence can and should
be obtained during the course of the inquiries previously made by the
investigator, and which have already been discussed in this chapter.

For example, while making inquiries at the banks the investigator
should have routinely requested copies of financial statements submitted
to them by the Target. These statements, which vary in form, and are

universally required when applying for a loan, require the applicant to
list his cash holdings as well as cash in banks and other assets. Theap-
plicant must also list his liabilities.

The absence of any disclosure of cash on hand in a financial state-
ment or the absence of any indication of money owed to individuals,
tends, in and of itself, to negate previously referred to allegations of cash

on hand and cash loans.

Thd analysis of the Target's entries to his safe deposit box may also

assist the investigator in overcoming the "cash" allegations made by the
Target. ln questioning the Target as to the dates on which he received
gifts, inheritances or loans, and where he placed the funds for safekeep-

ing, it may well be shown that the Target did not enter his safe deposit

on the dates or even near the dates that he claimed to have received the
cash.

There-are-other types of information available to negate any at-
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tempts to explain away the source of funds used to make the expendi-

tures referred to in the exercise by alleging the existence of an accumu-

lation of cash from prior years. They include public records disclosing
judgements arising from non payment of debts, a poor work record,

nominal living standards, testimony of relatives, girl friends, etc.

The principle point to keep in mind is that during the interroga-

tion process, when the Target is confronted with the evidence of his

inordinate expenditu res,

1. He has been surprised. He is faced with the reality that the
investigator knows he is spending substantially more funds than he can

account for from legitimate sources.

2. He is trying to avoid incriminatory statements that will dis-

close his fencing activities.

3. His attempts to explain away the expenditures are, in all pro-

bability, a complete fabrication, hastily and, as a rezult, poorly con-

ceived, and

4. As he attempts to make plausible explanations he becomes

even more "off balance" and is more vulnerable to the application of
skilled interrogation techniques designed to bring out the Target's
fencing activities, which is, after all, the primary objective of the ap-

plication of the "Seventh Basic lnvestiqative Technique."

Continued Ownershio of Assets

ln making the preceding computations it should be kept.in mind
that it is not only necessary to prove that a target acquired an asset,

(stocks, land, automobiles, etc.) but, that he either disposed of it
durinq one of the years involved in the computation, or retained the

asset throughout the years in question.

For example if the Target, in the exercise in Chapter lll, sold an

asset during any of the years in question, he would have funds available

to make other expenditures. lf the investigator gathers evidence of the
other expenditures and adds them to the expenditures previously de-

termined, the result would be that the Target would have been erron-

eously charged with having spent the same money twice. For example,

if the Target sold his DEF stock on August 1,1975, which he had pur-

chased in June, 1975, and used the $5,000.00 proceeds to buy a dia-

mond ring in September, 1975 for $5,000.00, his net expenditures for
the year would be only $5,000.00.

However, if it can be established that the Target still owned the
DEF stock at the end of the year, and purchased the diamond ring in



September of the same year, his net expenditures would then be

$10,000,00.
The need, therefore, to determine whether or not the Target kept

or sold his stocks is obvious. ln the example illustrated in this hand-

book, continued ownership of the stocks was assumed. However, if the
Target had taken delivery of the stocks, other evidence of continued
ownership (or sale) would have had to be obtained by the investigator.

The best sources of information would be the appropriate corporations'
transfer agent, usually a bank. The transfer agent maintains a record

on each stockholder's holdings, which includes the number of shares

owned, the certificate numbers, the dates of acquisition, and the full
name in which the shares were issued. The transfer agents records will
also show the surrender or cancellation date of all certificates.

The name of a Corporation's transfer agent can be obtained from
either the Corporation, Moodys or Standard and Poor's.

Continued ownership of the other assets referred to in Chapter lll
has already been commented on in the appropriate paragraphs in
Chapter lll, i.e., Automobiles, Page 23, Fur Coat and Diamond Ring,

Page 25 and Condominiurn Apartment, Page 26.

Summarv

While, during the course of the preceding exercise, the Target may

appear to have undergone a series of wholly unnecessary manipulations

of cash, they were not at all unusual. The transactions reflect the actions

of an individual who is attempting to conceal the nature of his financial

activities, hoping to avoid leaving a trail. They constitute the actions of
a guilt ridden individual, taken primarily to hide the proceeds of his

illegal activities. The very nature of their circuitous route, once dis-

covered by the investigator, can, among other things, contribute signi-

ficantly to a successful interrogation.
The degree to which the computations should be perfected should

depend on the manner in which the information is to be utilized. lf its
use is to, initially, be limited to interrogation of a target, there is no

need to tie down every loose end to a mathematical certainty. lf, how-

ever, it appears that the computation has potential for assisting a pro-

secutor in presenting a case to a grand jury or during the course of trial,
then, by all means, the computations should be perfected. Assistance

from investigative financial analysts and/or others with similar back-

grounds should be utilized for this purpose if this type of resource

personnel are avai lable.
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CHAPTER IV

Sources of lnformation

lntroduction

This handbook does not include a comprehensive list of sources

of information available to an investigator. That is notitspurpose. Nor
is it necessary to do so, since basic instruction in this area, as well as all

other basic investigative techniques, are included in the curricula of most
law enforcement training academies. ln addition, most, if not all, in-

vestigators have had considerable experience in cultivating a broad
variety of information sources.

The sources of information included in this handbook are, accord-

ingly, limited primarily to those necessary to trace financial transactions
that have an impact on the "net worth and expenditures" computations;
the so-called "Seventh Basic lnvestigative Technique."

Some of the sources of information utilized in tracing financial
transactions have already been explained in Chapter lll during the de
velopment of the practical exercise and will not be repeated in this
chapter. Only those sources of information which require further ex-
planation will be discussed herein. They relate, primarily, to bank re-

cords, stockbrokers' records, travelers cheques, and records of the major
credit card companies.

Authority to Obtain lnformation

During the course of presenting investigative accounting tech-

niques to literally thousands of state and local criminal investigators at
organized crime seminars throughout the United States the author has

encountered, during the early stages of his presentations, not a reluc-

tance to apply the suggested techniques, but sincere questions challeng-
ing the ability or the right of criminal investigators to obtain informa-
tion from .banks and other business organizations without subpoena
power. lnvariably, after comprehensive discussions with the groups, the
author was readily able to overcome these concerns. lt is hoped, there-
fore, that the following paragraphs will, likewise, overcome any undue
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concern among those criminal investigators who will be studying the

contents of this handbook about their ability to successfully obtain all

of the information necessary to make the computations illustrated in

Chapter lll, and more.

A considerable part of the evidence, necessary to make the com-

putations illustrated in Chapter lll, is readily available to criminal in-

vestigators, either from public records, such as those located in county

courthouses, or, under certain circumstances, from city, county, state

and Federal agencies.

Subpoena power, when available through the courts, grand juries,

legislative bodies, crime commissions and other administrative groups,

should be fully utilized. However, adequate sources of information

should be independently developed to the fullest extent possible.

Of major ipportance, however, when developing sources of infor-

mation, criminal investigators should @-t concentrate solely on dwelop-

ing informants among the criminal element or from sources often re
ferred to as "street" sources, whose credibility is so often found to be

highly questionable.
' Criminal investigators should broaden the scope of this powerful

investigative technique and develop informants and cooperative indivi-

duals among the white collar groups who may have knowledge of a

target's financial activities, as well as among the white collar criminal's

associates. ln other words, dwelop sources of informatign among those

individuals in the financial community where the orofits from a target's

illegal activities are actually exoended. Keep in mind that one of the

most important keys to solving crimes, motivated by a greed for n0gq,
lies with the development of evidence of the disposition of the fruits of
the crime . money. ln developing sources of information among

those in the financial community, criminal investigators should keep in

mind that the automobile dealers, furriers, jewelry store owners, bou-

tique operators; banks, etc., are gll looking to the law enforcement

officer for protection from the criminal element, not just from those

who commit crimes of violence, but from those who commit financial

crimes as well. The criminal investigator, therefore, literally has his foot
in the door in creating a cooperative relationship with the business

community.
ln developing sources of information within the financial com-

munity, investigators should employ the same high standards of con-

duct, to ensure that Federal, state and local statutes are not violated,

as those employed in developing information from all other sources.

-----_____----
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BANK RECORDS

A cursory review of the practical exercise in Chapter lll clearly

shows that one of the most important sources of information, necessary

to successfully employ the Seventh Basic lnvestigative Technique, is the

nation's banks.

The purpose of the following paragraphs, therefore, is to familiarize

criminal investigators with certain bank records in greater detail than

previously explained in Chapter lll.

lnternal Bookkeepinq Procedures

It is not the purpose of this chapter, or any other chapter in this

handbook, to explain to criminal investigators the intricacies of internal

banking bookkeeping procedures. lt would be impractical, detract from
the objectives of the handbook, and would serve no useful purpose.

lnternal banking record keeping practices and procedures are not

only complex, but are changing constantly, due, primarily, to the further

sophistication of computer technology. The nation's banks are moving

steadily toward an "electronic funds transfer" system which will elimi-

nate the use of checks. Such a system would automatically transfer

money from the account of a purchaser to the account of a seller. The

familiar "paper trails" would, accordingly, disappear. These and other

electronic innovations would make any attempt to explain internal re-

cord keeping procedures of banks obsolete by the time the handbook

is printed.

Retention of Records

Of greater importance to the criminal investigator than the elec-

tronic advances being made by banks in keeping records is the know-

ledge and assurance that they do not need to familiarize themselves

with intricate internal record keeping procedures of banks in order to
obtain thd types of information necessary to their investigations. The

criminal investigator does need to know, however, that records of cus-

tomers' transactions, regardless of their complexity, rc maintained and

are retained. The retention of said records is mandatorv in accordance

with the provisions of Titles I and ll of Federal Public Law 91-508, the

Financial Record Keeping and Currency and Foreign Transactions Act.

U. S. Treasury regulations, implementing Public Law 91-508, pro-

vide, in part, that an original, microfilm, or other copy or reproduction
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of most demand deposits (checking account) and savings account re
cords must be retained for five years. The records must include:

1. Signature cards

2. Statements, ledger cards or other records disclosing all trans-

actions; i.e., deposits and withdrawals.

3. Copies of customers' checks, bank drafts, money orders,

cashier's checks drawn on the bank, or issued and payable by

it.
ln addition, banks must retain for a two-year period all records

necessary to:
1. Reconstruct a customer's checking account. The records must

include copies of customer's deposit tickets.
2. Trace and supply a description of a check deposited to a

customer's checki ng accou nt.

All of the above requirements apply only to checks written or de-

posits made in excess of $100.00. lt should be noted, however, that
most banks find that it is cheaper to microfilm all pertinent records,

including those checks and deposits in amounts of less than $100.00,
rather than sort out their records into two categories. Therefore, if a

particular transaction of less than $100.00 appears to be of particular
interest to an investigator, there is a strong likelihood that the neces-

sary records to identify the transaction are, in fact, ryailable.
The regulations further provide that whatever system banks use to

photocopy or microfilm checks, drafts or money orders, both sides of
the checks must be reproduced unless the reverse sides are blank.

The regulations also provide that banks maintain their records in
such a manner so that they can be made available, upon request, within
a "reasonable period of time."

Public Law 91-508 provides for civil and/or criminal penalties for
willful violations of the law or the regulations summarized, in part,

above.

Detailed information concerning Public Law9l-508can be obtained
by requesting from the U. S. Department of The Treasury, a publica-
tion prepared by the Office of the General Counsel and issued in June,
1972, entitled "Currency and For-e

Statute. Regulations. and Forms."
Requests should be addressed to the Deputy Assistant Secretary

(Enforcement), The Department of the Treasury, Washington, D.C.,

20220.
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Recoonizinq "Cashed" Ghecks

As stated in Chapter lll, all banks use a series of codes or symbols

to indicate on the face of a check the nature of its disposition. Of
particular interest to the police investigator are those checks, either
drawn on a target's checking account, or received by a target from
others, which have been cashed.

lllustration 1 5 below shows the "cashed" code used by one of the
major banks in the Mid-Atlantic States. lt is one of the most commonly
used codes, and is stamped on the face of cashed checks.

Other examples of "cashed" codes used by banks are shown in
lllustration 16 below: (ln each instance the codes are stamped on the
face of checks.)

lllustration 16

BANK
IDENTIFICATION

TELLER
IDENTIFICATION

TELLER IDENTIFICATION

BANK IDENTIFICATION

BRANCH IDENTIFICATION

BANK OF AMERICA

,,CASHED" CODE

f1

lllustration 15
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No attempt has been made to include in this handbook "cashed"

codes of all banks due to the variety of codes used. This information

can, however, be readily obtained by making appropriate local inquiries.

Bank ldentification Svmbols

All checks printed for banking institutions contain a series of num-

bers in the upper right hand corner on the face of the checks. These

numbers represent an identification code developed by the American

Banker's Association and are usually referred to as the "ABA Transit

Number." See lllustration 17 below:

lllustratron 17
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ldentification Code is illustrated be-

ldentif ies

the bank

-l

ldentifies the
Federal Reserve

District
(numbers 1 through 12)

0 - lmmediate credit

l-5 - Deferred credit

ldentifies the state in
which the drawer
bank is located

6-9 - Special collection
arrangements

A complete listing
Code is contained on the

Distinguishes
between

Head Office
or

Branch Office
of

Federal Reserve District
1 - Head Office

2-5 - Branch Offices

lllustration 18

of the ABA Numerical Systern ldentification
following two pages. (lllustration 19)

The "ABA Transit Number"
low: (lllustration 18)

ldentif ies the
city or state
1-49 - city

50-99 - stateh
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lllustration 19

THE NUMERICAL SYSTEM
of The American Bankers Asociation

lndex to Prefix Numbers of Cities and States

Numbers 1 to 49 inclusive are Prefixes for Cities.
Numbers 50 to 99 inclusive are Prefixes for States.
Prefix Numbers 50 to 58 are Eastern States.
Prefix Number 59 is Alaska, American Samoa, Guam, Hawaii, Puerto Rico, and

Virgin lslands.

Prefix Numbers 60 to 69 are Southeastern States.
Prefix Numbers 70 to 79 are Central States.
Prefix Numbers 80 to 88 are Southwestern States.
Prefix Numbers 90 to 99 are Western States.

Prefix Numbers of Cities in Numerical Order

1. New York, N. Y. 18. Kansas City, Mo.
2. Chicago, lll. 19. Seattle, Wash.

3. Philadelphia, Pa. 20. lndianapolis, lnd.
4. St. Louis, Mo. 21. Louisville, Ky.
5. Boston, Mass. 22. St. Paul, Minn.
6. Cleveland, Ohio 23. Denver, Colo.
7. Baltimore, Md. 24. Portland, Ore.
8. Pittsburgh, Pa. 25. Columbus, Ohio
9. Detroit, Mich. 26. Memphis, Tenn.

10. Buffalo, N. Y. 27. Omaha, Neb.
1 1. San Francisco, Calif. 28. Spokane, Wash.
12. Milwaukee, Wis. 29. Albany, N. Y.
13. Cincinnati, Ohio 30. San Antonio, Texas
14. New Orleans, La. 31. Salt Lake City, Utah
15. Washington, D. C. 32. Dallas, Texas
16. Los Angeles, Calif. 33. Des Moines, lowa
17. Minneapolis, Minn. 34. Tacoma,Wash.

Prefix Numbers of States in Numerical Order

50. New York
51. Connecticut
52. Maine

53. Massachusetts

il. New Hampshire
55. New Jersey

56. Ohio
57. Rhode.lsland
58. Vermont
59. Alaska, American

Samoa, Guam,
Hawaii, Puerto

Rico & Virgin
lslands'

60. Pennsylvania

61. Alabama
62. Delaware

63. Florida

64. Georgia
65. Maryland
66. North Carolina
67. South Carolina
68. Virginia
69. West Virginia
70. lllinois
71. lndiana
72. lowa
73. Kentucky
74. Michigan
75. Minnesota
76. Nebraska

77. North Dakota
78. South Dakota
79. Wisconsin
80. Missouri
81. Arkansas

35. Houston, Texas

36. St. Joseph, Mo.
37. Fort Worth, Texas

38. Savannah, Ga.

39. Oklahoma City, Okla.
40. Wichita, Kan.
41. Sioux City, lowa
42. Pueblo, Colo.
43. Lincoln, Neb.

44. Topeka, Kan.
45. Dubuque, lowa
46. Galveston, Texas
47. Cedar Rapids, lowa
48. Waco, Texas
49. Muskogee, Okla.

82.
83..
u.
8s.
86.
87.
88.
89.

90.
91.
92.
93.
94.
95.
96.
97.
98.
99.

Colorado
Kansas

Louisiana
Miss!ssr;'pi

Okle,homa

Tennessee

Texas

California
Arizona
ldaho
Montana
Nevada

New Mexico
Oregon
Utah
Washington
Wyoming
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lllustration 19

ROUTING SYMBOLS (IN ITALICS} OF BANKS THAT ARE MEMBERS OF THE FEDERAL
RESERVE SYSTEM

ALL BANKS IN AREA SERVED BY A FEDERAL BESERVE BANK OR BRANCH CARRY THE
ROUTING SYMBOL OF THE FEDERAL RESERVE BANK OR BRANCH

FEDERAL RESERVE BANKS
AND BRANCHES

1. Federal Reserve Bank of Boston
Head Office

2. Federal Reserve Bank of Nerrtr

York Head Office

Buffalo Branch

3. Federal Reserve Bank of
Philadelphia Head Off ice

4. Federal Reserve Bank of
Cleveland Head Office

Cincinnati Branch

Pitt$urgh Branch

5. Federal Reserve Bank of
Richmond Head Office

Baltimore Branch

Charlotte Branch

6. Federal Reserve Bank of
Atlanta Head Office

Birmingham Branch

Jacksonville Branch

Nashville Branch'

New Orleans Branch

7. Federal Reserve Bank of
Chicago Head Office

Detroit Branch

8. Federal Reserve Bank of
St. Louis Head Office

Little Rock Branch

Louisville Branch

Memphis Branch

9. Federal Reserve Bank of
M inneapol is Head Office

Helena Branch

10. Federal Reserve Bank of
Kansas City Head Office

Denver Branch

Oklahoma City Branch

Omaha Branch

1 1. Federal Reserve Bank of
Dallas Head Office

El Paso Branch

Houston Branch

San Antonio Branch

12. Federal Reserve Bank of
San Francisco Head Office

Los Angeles Branch

Portland Branch

Salt Lake City Branch

Seattle Branch

5-1
-7to

1-120-riT
10-26
2

3-4-itT
0-l
410

13-rlil
420

8-30-4d_

68-3
5to

7-27-57
66-20
5T

64-14-6tT

61-19
6n

63-19
-tu0

87-10-ffi
14-21-67
2-30
710

9-29
7n

4-4_E1T

81-13
82a_

21-59
830

26-3-EiT

17-8
-070

93-26-W
18-4m

23-19im
39-24
1@
27-12m
32-3
7m
88-1
7m
35-4
n-0

30-72
TM
11-37
t2to

16-16
,

24-1
7m
31-31
1240

19-1
1250
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NATIONAL CREDIT CARDS

Bank Americard

ln the opening paragraph of the "lnvestigative Steps" section of
Chapter lll, mention was made that the investigator learned that the
Target had obtained a Bank Americard at Bank "A".

No further mention was made of the Bank Americard in the
practical exercise until the closing pages of the chapter under the sub-
heading, "Additional Living Expenses." lt was zuggested that further
investigative effort and expense to prove additional living expenses
should not be undertaken unless such proof was needed to establish a

clear pattern of expenditures beyond a target's legitimate sources of
income.

ln the event that additional evidence of living expenses is needed,
one of the best sources of information is Bank Americard and similar
credit card systems.

Records of purchases made by Bank Americard horders are retained
on microfilm by participating banks. The record retention period
varies according to the record retention policies of member banks. lt
should be noted that all records relating to customers who have used
their accounts, or those of others, in a fraudulent manner, are retained
oermanentlv.

since the records of purchases are stored in facilities maintained
by each of the member banks, no attempt is being made to list the loca-
tion of Bank Americard storage centers in this handbook due to the
large number of participating banks. This information can be readiry
obtained on a local basis.
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lllustration 20 below is a sample monthly statement issued to card

holders by Bank Americard.
lllustration 20
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The first four digits of the account number located in the upper

left hand corner of the statement identify the name of the member

bank. The statement clearly shows the potential value of this source

of information, not only to prove expenditures for the purpose of
making the computations demonstrated in Chapter lll, but as a general

source of leads, target contacts, whereabouts.on given dates, etc.

Master Charqe

Records of purchases made by Master Charge Credit Card holders

are also retained on microfilm by participating banks. The record reten-

tion period varies according to the record retention policies of said

banks.

As stated in the above paragraphs relating to Bank Americard, re-

cord storqge facilities are maintained by each of the member banks.

Therefore, it would be impractical to attempt to include in this pub-

lication locations of all record retention centers.

The Master Charge company is presently in the process of convert-

ing their record keeping system which, when implemented, will provide

card holders with a monthly statement format similar to Bank Ameri-

card. lt will replace the present system in which copies of charge tags

are returned to customers.
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American Express

Records of purchases made by American Express Credit Card
holders are retained on microfilm for at least six years. Requests for
copies of monthly statements, if circumstances require making a formal
request, should be directed to the American Express Company, Box
13779, Phoenix, Arizona 85002.

The monthly statement issued to card holders by the American
Express Company is similar in format to the statement issued by Bank
Americard.

TRAVELERS CHEOUES

American Express

Cancelled American Express Travelers Cheques are retained for a

period of six years and one month in storage facilities located in
Piscataway, New Jersey. The cheques are filed serially by date of re-

demption, not by issue date. Requests for copies of paid cheques should
be directed to the American Express Company, American Express plaza,

New York, New York 10004.

Citibank of New York

Cancelled Citibank travelers cheques are also filed, serially, by date
of redemption, rather than by issue date. Requests for copies of paid
cheques should be directed to the Citibank Travelers Cheque Refund
Department, P. O. Box 2202, F.D.R. Station, New York, New york
'too22.

Bank of America

cancelled Bank of America travelers cheques are also filed, seriaily,
by date of redemption, rather than by issue date. Requests for copies
of paid cheques should be directed to the Bank of America Check
Corporati6n, Attention: Claims Department, Fifth Floor, 1 - powell

Street, San Francisco, California 94102.

Analvzinq Customer Securitv Account Statements

The following rules are applicable in analyzing a target's security
account statement.

lllustration 9, eriginally referred to in Chapter lll, is repeated on
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page 48 for easy reference with relation to the following explanations.

When a target purchases stock there would be entries in all of the
following columns:

1. "Bought or Received" column
2. "Description" column, where the name of the security would

be listed.

3. "Price or Symbol'i column, where the purchase price per share

would be listed.

4. "Debit" column, the amount of the purchase charged to the
Target's account.

When a target sells stock there would be entries in all of the fol-
lowing columns:

1. "Sold or Delivered" column
2. "Description" column, where the name of the security would

be listed.
"Price or Symbol" column, where the sales price per share

would be listed.
"Credit" column, the proceeds from the sales credited to the
Target's account.

When a target purchases stock he has the option of taking "de
livery" of the certif icates from the broker or leaving them in the broker's
custody.

lf he takes delivery of the certificates the-number of shares would
be noted in the "Sold or Delivered" column and the date column would
show the date of delivery. ln addition there would be no entry in the
"price or symbol" column. lf there was a price in the "price or symbol"
column, the entries would reflect a sale rather than a delivery.

lf there are no entries indicating "delivery" of the securities, they
are, in fact, being held by the broker and the target is in what is com-
monly referred to as a "long" position. Usually the broker will list at
the bottom of the target's December statement a summary of his "long"
position, i.?., a listing of the number of shares of each stock being held
for the target.

3.

4.
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CHAPTER V

Summarv

The law enforcement profession has been literally inundated over
the past several years with so-called advanced training programs, semi-
nars, etc., sponsored by Federal, state and local agencies, private indus-

try, foundations, etc., at which instructors, introduced as highly ex-
perienced experts in the field of surveillance, undercover techniques,
interrogation and other criminal justice subjects, proceed to offer to
their "students" a course of instruction that, on occasion, has been so

basic that their presentations are received with laughter and, at times,
outright indignation.

This author has attempted to avoid such a mistake in this publica-

tion. His prior experience in making presentations similar to the material
outlined in this handbook at Organized Crime Conferences and before
other law enforcement groups over a period of several years has made it
patently clear that (1) basic criminal investigative techniques are taught
at the basic schools conducted by the various law enforcement agencies,

where they should be, and (2) as stated in greater detail in Chapter l,
criminal investigators at all levels of government have already acquired
considerable experience in the application of criminal investigation
techniques; in many cases, far beyond that of some of the so-called
"expert" instructors.

Therefore, what the author is suggesting is that criminal investiga-

tors no longer need continued training in the basic "state of the art."
Rather, they should expand their areas of expertise by utilizing th.e

Seventh Basic lnvestigative Technique wherever appropriate. ln the
interrogation process, therefore, where the technique may enhance re-

sults, criminal investigators should develop a line of questioning with
which they are personally comfortable, using all of the psychological

approaches that they have already mastered over the years, but rede-

signed to confront targets with the fact that they have been spending

money at.a rate far in excess of the funds available to them from legiti-

mate sources year, after year, after year.

lf a target breaks, then perhaps the seventh technique will have

contributed to the success of the interrogation. lf an interrogation fails,

the investigative efforts will not have been in vain. The information
gathered relating to a target's financial transactions should automatically
go into the department's intelligence system, and, where appropriate,

81



should be disseminated to cooperating law enforcement information
networks. The information may, as a result, lead to the detection of
other crimes, identify havens where a target may be hiding assets, or
lead to the identification or location of assets for restitution or coilec-
tion of fines.

Some of the information may become the missing link in a future
investigation of a target or an investigation of one or more of his asso-

ciates. lts availability to a district attorney may enhance his presentation
before a grand jury or during a future trial of a target or one or more of
his associates.

The investigative concepts outlined in this handbook are certainry
no panacea in solving the organized and white collar crime problems
in the United states. However, if the application of these conceptscoo-
tribute to the successful investigation of only one significant case each
year in each of the 50 states or in each of the major metropolitan areas
of the United states, the efforts of everyone associated with the de
velopment and application of the seventh Basic lnvestigative Technioue
will have paid handsome dividends.

One of the ultimate goals of everyone engaged in the criminal
justice system is to control organized crime and white coilar crime in
the united states. lt is the sincere belief of the author that the applica-
tion of the Seventh Basic lnvestiqative Technioue can play, at least,
some small part in achieving our mutual objective.
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