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PREFACE

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

Did the Feds despair? Did they give up?

No, as we all know, they caught him on an income tax
evasion charge. They proved that he had control of more
money than he had decliared on his income taxes.

In an important sense, the Capone case marked a
turning point in the fight against crime. The passage of
the 18th Amendment and the imposition of Prohibition
touched oif the biggest boom in the history of crime.
Prior to that time, criminals engaged almost exclusively
in crimes against people and people’s property. they
stole or killed. Because every dollar the criminal ob~
tained was obtained by force or fraud from a person who
earned that doHar by honest labor with whom just about
any man of good will could identity, criminala were 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 objects
of opprobrium,

Every crime had a victim whose life or property was
stolen, damaged or destroyed — a person directly
harmed by the crime, Thase 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.

Furthermors, people who had proparty that might
attract a criminal ware motivated 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 were 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.5, like & legitimate importer. He might manufacture
liguor, like a legitimate distiller. He might operate a
speakeasy, like the legitimate saloonkeeper. He might
sell the liquor to the public, like the legitimate liquor
retailer. In 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 aduilterated goods to his customers.

But the only reason that the bootlegger engaged in
these illegitimate activitles was because 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 were
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 1o
withdraw from the market or respond with viclence of his
own.

Because dealing in bootleg liquor was a crime that had
no victim, the bootlagger 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 revenge, his activity was far
more profitable.

Thosse who wanted to enforce Prohibition quickly
learned that it was almost impossible to get evidence
against bootleggers. Bootleggers dealt with people who
wanted to buy liquor, who wera not likely to testify
against themn. Afier all, these customers wanted to havea
steady supply of liquor, and were guilty of a crime
themselves by merely purchasing liquor.

That was the problem that faced the authorities.
Capone was making huge sums of money from the liquor
trade and they could not get any proof. Capone was
geiting awey with it.

The Fods 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
methoed they used is called "net worth analysis.”

The intelligent parsan 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 case of tax evasion based on net
worth analysis.

By investigating the living habits of a suspect, the
authorities seek to demonstrate that he either owns or
has spent more money than he c¢an account for,
Obtaining evidence Is a complicated and difficult pro-
cedure, Because it is complicated and difficuit, it is
understood by very few professional investigators. And
becauss 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 will either
find nothing or be so expensive to deveiop that it is not
feasible to use. Members of 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, paople engaged in the underground
economy, tax protestors, and other people disliked by
the authorities — who lack the wherewithal to hire
aexperts to advise them how to prevent a net worth
analysis from revealing damaging information.

During the 18370’s the Law Enforcement Asaistance
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
means. For the first time, these two books have been
published in a single edition, offering detailed descrip-
tions of how investigators obtain evidence of unreported
income.

A careful reading of this book will anable tha research-
or 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-
reporling income.

P.P. Maxwell
November, 1883
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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 t0” 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 propeérty.



TRACING FINANCIAL TRANSACTIONS THROUGH BANKS

introduction

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 far too complex, and change too
rapidly, due to improvements to electronic data processing systems, to
watrrant training criminal investigators in this area. It 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 coltar crime targets. Itis based, inpart, on
“Operational Guidelines” issued by the American Bankers Association to
ail 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,

The users of this guide shouid recognize that bank records are, in
most instances, not readily obtainable. Substantial legal requirements
must usually be met in order to justify legal process which banks
customarily will demand as a condition for disclosure. 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 successfully go forward. Legal advicefroma prosecutor
or agency legal counsel should be soughtin all suchinstances. 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) &ll checks,
drafts, or money orders 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 all checks drawn for $100.00 or less. However, experience
has shown that most banks microfilm afl checks, both front and back,
regardiess of the amount of the checks, since they have found that it is
cheaper 10 do so rather than incur the expense of sorting out those that
have to be microfilmed under the regulation. Theretore, 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 coliar
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 businass 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 Deposits

In addition to the requirements concerning the target’s checks,
banks must retain for a two-year period all records needed to trace a
check in 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 ragulations
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.

Analyzing the Targgl’s Deposits and Expenditures

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 unidentified checks to
a subject’s commearcial 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 ray not only lead to an expenditu're 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 1o the investigator,
should be obtained if a proper legal basis can be established. Further
preliminary investigation to lay such a groundwork will frequently 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. It is those
isolated deposits and withdrawals that, it 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 successful, legal access
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 monthiy 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 teads 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 from a target's bank accountduring
a given period. The users of this guide wilt usually have a sufficient
background in the facts of a case to speculate about and perhaps
determine the reason for each deposit, as shownin the Remarks column.

Safe Deposit 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 récords 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 finangial transactions; i.e., the deposit
and withdraw! 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 contradict a target's alibi as to his whereabouts during a key
interrogation or by a prosecutor during a cross examination of atargetat
trial.

After obtaining copies of safe deposit box entry slips, the
investigator should prepare a simple schaduls, listing by datesand times
of day, that the target entered his box. Opposite the entry dates,
appropriate space should be left for information concerning known



SCHEDULE OF QUESTIONABLE DEPOSITS
Amount of

Dale Deposli Remarks: Possible Explanations

1977

117 $ 85.00 Possible quarterly dividend checks
on stocks held by broker in name of
nominese.

1/3 485,00 Possible monthly rent checks from
undisclosed property ownership.

2/28 - 485.00 ?

N 48500 °?

417 8500 7

4/18 20,000.00 Returned from Las Vegas on prior
day. Possible Las Vegas hidden busi-
ness interest.

4/30 485.00 ?

5/23 18,776.21 Proceeds from saie of ABC stock.

5/30 48500 7

6/18 562137 Odd amount indicates possible sale
of 100 share block of stock through
undisclosed brokerage account.

6/30 485.00 *?

77 8500 7

73 48500 7

8/31 48500 7

9/30 48500 7

10/15 20,000.00 Returned from New York on prior
day. Possible New York hidden busi-
ness interest. May be a patfern. See
Las Vegas remark above.




SCHEDULE OF QUESTIONABLE WITHDRAWALS

Date

Amount of
Withdrawal

Remarks: Possible Explanations

1/31

2/26

4/19

5/10

6/10

8/18

625.00

5,738.19

10,000.00

15,000.00

385.00

10,000.00

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
apen 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.




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.
In 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 to a prosecutor during the course 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 “financiai 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. In any event, the information should be obtained as quick!y 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 Investigative
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 frequently 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 of Time
Entry of Day Remarks: Possible Explanations

1/6 1:50 p.m. Purchased new Cadillac. Paid cash.

2/13 11:00 am. ?

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.

4/19 100 pm. ?

5/23 2:15 p.m. Observed that afterncon with owner
of XYZ nursing home — possible
hidden interest.

6/28 10:15 p.m. Went 1o settlement on new resj-
den¢e. Made down payment of
$20,000.00 in cash.

7/ 145 pm. ?

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,

1112 10:00 a.m. 7

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

1




lead directly or indirectly to the identity of assets controlied 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 toan files are maintained by banks in their Credit
Departments and are retained, for the most part, indefinitely.

Cne of the “tracing technigues” which can be most valuable in
attempting to detect hidden ownership of assets by atarget, is to analyze
the record of loan payments contained in the loan files. Each ioan
payment should be checked against other records to isclate 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 activilies, and is therefore worthy of the effort to trace the source of
the payment through the bank’s records to its origin.

Cashed Checks

it is important that alf criminal investigators who are involved in a
white coitar c¢rime 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 famiiiar 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 Investigative Technique.”

Bank Identification Symbols

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

Holding and Administering Properly for 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 colfar crime cases is the performance of
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“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 follows:

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
cotlects 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 alittle
more about the target's financial modus operandi.

Trust departments of banks keep complete and accurate records of
thair services and are therefore a valuable source of information about a
target who receives funds from that department. Essential racords and
reports can be obtained from the trust officer who supervises the target 's
account. Because of a bank’s fiduciary 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
coltar crime activities is a brokerage account, where securities cah be
purchased and held by the broker, in a street name or in the names of
nominees.

Analyzing a customer’s monthly statement of transactions is no
more complex than analyzing a bank statement.

The analysis of the account can lead to the detection of hidden
ownership of securities. Of equal importance is the fact that an analysis
of the endersements contained on checks issued by the stockbroker to
the target, upon the sale of securities by the target, can tead to the
identification of other associates of the target not previously known. it
can also lead to the identification of other bank accounts and other
undisclosed assets, some of which may have been held in fictitious
names.

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

In making an analysis of purchases and sales of securities by a
target, all purchases and sale transactions should be checked against (1}
the Schedule of Safe Deposit Box Entry Dates, (2) the Schedule of
Questionable Bank Deposits, and (3) the Scheduie of Questionable Bank
Withdrawis, in a further effort to correlate ali known financial
transactions, thereby aiding significantly in establishing the target’s
modus operandi.

An example of a customer’s monthly statement is shown in “The
Seventh Basic Investigative Technique."”

The following rules are applicable in analyzing a target’s brokerage
account monthly statement:

1." When a target purchases stock there would be entrigs in all of

the following columns:

a. "Bought or Received” column;

b. “Description” column, where the name of the security
woulid be listed;

¢. “Price or Symbol” column, where the purchase price per
share would be listed:

13




d. “Debit” column, the amount of the purchase charged tothe
target's account.

2. When a target selis 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;

¢. “Price or Symbol’ column, where the sales price pershare
would be listed,;

d. “Credit” column, the proceeds from the sales credited to
the target’s account.

When atarget purchases stock he has the option of taking “delivery”
of the certificates from the brokerorleaving 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 fundsto 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 from 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.

If 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. In addition there would be no entry in the "price or
symbol"” column. if there was a price in the “price or symbol” column, the
entries would reflect a sale rather than a delivery.

If there are no entries indicating “delivery” of the securities, they
are, in fact, being held by the broker and the targetis in what is commonly
referred to as a “long” position. Usually the broker will list at the bottom
of the target's Drecember or January statement a summary of his “long”
position,..e., alisting 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 pertinentin
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 collar 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 title 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
tinancial investigation. It 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.

The importance of checking out at least two years following a
target’s known involvement in illegal activity cannot be over estimated. It
is often during this period that a target may invest the proceeds from his
prior illegal activities, at a time when he feels that it is relatively safe to do
$0.

Real property records are not difficult to examine. In all instances
assistance from personnel in the appropriate county courthouse offices
is availabla,
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Fictitious Names index

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 foltowing the period of his known involvement,

Tha record, which is commonly described as the Fictitious Names
Index, can be of considerable assistance in detecting hidden ownership
of business.

While the format of the Fictitious Names Index may vary in some
states, it containg 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 certificate must be filed 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 revacations, it any.

The investigator should recognize that such public record
information will frequently signal other events of investigative import-
ance which occur simultaneousty. For exampie, 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.

17



AUTHORITY TO OBTAIN INFOMATION FROM 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 invastigators to readily abtain
information from banks and other third-party sources, there are a variety
of steps that can be taken to legalty obtain the evidence necessary to
detact hidden ownership of businesses and other assets. Some of the
information is readily available either from 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 ¢ourts, grand juries,
legislative bodies, crime commissions and other administrative groups,
should be tully 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” sgurces,
whose credibility is so often found to be highly questionable.

Griminal investigators shouid broaden the scope of this powarful
investigative technique and develop informants and cocperative indi-
viduals among the white collar groups who may have knowiadge of a
target's financial activites, as well as among the white collar criminal's
associates. In other words, develop sources of information among those
individuals in the financial community where the profits from a target’s
illegal activities are actually axpended.

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. In white collar crimes the
proceeds of crimes are deposited, and not quickly spant as are the
proceeds from street crime. In developing sources ofinformation among
those in the financial community, criminal investigators should keep in
mind that bank officials, stock brokers, automobile dealers, furriers,
jewelry store owners, etc., are all looking to the law anforcement officer
for protection from the criminal element, not just from those who commit
crimes of violence, but from those who commit white collar financial
crimes as well. The criminal investigator, therefore, literaily has his foot
in the door in creating a cooperative relationship with the business
community.
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In 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 ¢ther
sources, to ensure that federal, state, and iocai statutes are not viclated.
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CONCLUSION

Itis not the purpose of this guide to “sell” criminal invaestigators on
the merits of utilizing financial investigative techniques in the investiga-
tion of perpetrators of white coliar 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 criminat
income fax 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, traveiar's checks and other instruments of exchange rather
than with currency. Their reasons vary, ranging from a fear of carrying
currency 10 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 aiternative 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 su pply will ultimately run
dry as the Federal Reserve Banks no longer circulate bills in
denominations over $100.00.

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 invol&ed in more sophisticated crimes and with even more
common international transactions, investigators should be familiar with
foreign country services.

Foreign Country Services

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 five years the original record or a copy of
the following:

1. Each item, including checks, drafts or transfers of credit In

axcess of $10,000.00, remitted or transfered outside the United
States;

2. Each remittance or transfer of funds, or of currency, other
monetary instruments, checks, investment securities, or credit
of more than $10,000.00 outside the United States;

3. 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;

4, 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.

§. *Each 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.
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Currency Transaction Reporting Requirements

Deposits, withdrawls, exchanges of currency, or transfers of
currency, as well as other payments vaiued 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 identitied by
his social security number, employer identification number, or by one of
his bank account numbers. If the party to the transaction is not a
customer of the bank, his driver’s license number or other appropriate
document is normally acceptable 1o the Treasury Department,

Transportation of Currency or Monetary instruments

Persons who physically take or send more than $5,000.00 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 monatary instruments worth
more than $5,000.00 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 title passes upon delivery and
negotiable instruments in bearer form or otherwise in such form that title
passes on delivery. Monetary instruments do not include bank checks
made payable t0 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 and the Customs Service on a formal basis. However, it should be
noted that copies of Forms 4789 and 4780 are retained by issuing banks
for a period of five years, and are available under the same circumstances
and conditions as any other bank records. Some of the principal
techniques utilized by state and local criminal investigators in obtaining
information from banks and other third-panty sources are discussed
previously in this quide.

Copies of both forms appear below.
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Enforcement of 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 Office of the General Counsel of
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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rorm 8789 Currency Transaction Report

OMB Ne, 15450183
(Rey. December 1982) -
Department of the Treasery File a separate report for each transaction Expires 12-31-85

Intasnsl Revanue Servics {Complete alf applicable parts—sse instructions)

Identity of individual who conducted this transaction with the financial institution

MName (Last) First Middle Initial Social Security Number
Number and Strest Business, occupation, or profession
City Stata | ZIP code Country {if not U.5.)

Method of verifying identification:
[ Driver's parmit e - O Alien ID card

GGtey T T (Numbery Couniny) {NOmber)
[ Othar (specify)

|:| Passport

(Country) TTTTTYNuUmben

Individual or organization for whom this transaction was completed (Complete only if different from Part 1)

Name identitying number
Mumber and Street Business, occupation, or profession
City State ZIP code Country (§f not U.S.)

Customer’s account number

] Savings accownt [ Share account 7] Safety deposit box )

{fumber) umbery (Number)

L nt Oth
""""" (Rumben L Loan accou (Number) g er (specif)..

[ Checking account

- —— T

Description of transaction. If more space is needed, attach a separate schedule and check this box [

I. Nature of transaction (check the applicable boxes) [0 Currency Exchange
[] Deposit [] Check Cashed term 6 [] Mail/Night Deposit
bel
[] Withdrawal [ Check Purchased Seeitem S below 2 Other (specity)
2. Total amount of currency transaction 3. Amount in denominations of $100 or | 4. Date of transaction (Month, day, and
{in U.S, dollars) higher year)

5. If other than U.S. currency is involved, please furnish the following information:

Currency name Country Total amount of each forsign cumency
(in U.S. coliars)

6. If a check was involved in this transaction, please furnish the following information (See Instructions):

Date of check Amount of check (in U.5, dolfars) | Payee

Drawer of check Drawes bank and City

Financial institution reporting the financial transaction

Name and Address Identilying number (EIN or 33N)

Business activity

Sign >

here (Authorizad Signature) prosy vomemmmmmnn-

Type or print name of authorized signer =
For Paperwork Reduction Act Notice, see the back of this page.




General Instructions

Paperwork Reduction Act Notice.—The
Paperwork Reduction Act of 1980 says we
rmust tell you why we are collecting this in-
formation, 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.
In addition to directing the Federal Gov-
ernment's attention to unusual or ques-
tionable transactions, the reporting re-
quirement discourages the use of currency
in illegal transactions. Financial institu-
tions are reguired to provide the informa-
tligg under 31 CFR 103.22, 103.25, and

.

Who Must File.—Each financial institu-
tion must file a Form 4789 for each de-
posit, withdrawal, sxchange of currency,
or other payment or transfer, by, through,
or t¢ that financial institution, which in-
volves a transaction in currency of more
than $10,000. Multiple transactions by or
for any person which in any one day fotal
more than $10,000 should be treated as
a single transaction, if the financial insti-
tution is aware of them.

Exceptions.—Banks do not have to file
Form 4789 for transactions with Federal
Reserve Banks, Federal Home Loan Banks,
or other domestic banks.

Banks do not have to file Form 4789 for
the following transactions if the amounts
involved are reasonable and customary in
the course of the customer's business or
activities:

{1) deposits or withdrawals of currency
from an existing account by an estab-
lished depositor who is a U.S. resident
and who—

(a) operates a retail businass in the
United States (except autemobile,
boat, or airplane dealerships), or

(b} operates a sports arena, race
track, amusement park, bar, res-
taurant. hotel, licensed check
cashing service, vending machine
company, or theater;

(2) deposits or withdrawals, exchanges of
currency, or other payments and trans-
fers by local, state, or Federal govern-
mant agencies;

(3) withdrawals for payrofl purposes from
an existing account by an established
depositor who is a US. resident and
who operates a firm that regularly
withdraws more than $10,000 to pay
employees in currency.

Banks must keep a record of customers
whose transactions are not reported be-
cause of 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 1o report transactions with commer-
cial banks.

When and Where {o File.—File this form
by the 15th day after the date of the trans-
action with the Internal Revenue Service,
Odgen, UT 84201, or hand carry it to your
local IRS office. Keep a copy of each Form
4782 for 5§ years from the date you file it.

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

Idsntification Required.—Before com-
pleting a transaction, a financial institu-
tion must verify and rezord {1) the name

and address of the individual making
the transaction and (2) the identity, ac.
count number, and taxpayer identifying
number (if any) of the individual or orga-
nization for whose account the transaction
is being made. Use a passport or other of-
ficial document showing nationality to veri-
fy the identity of an alien or nonresident of
the United States. Use a document like a
driver's license, etc., normally accepted
as a means of identification when cashing
checks, to verify the identity of anyone
else. In each case, record on this form the
method of identjfication used.

Penalties.—Civil and criminal penal-
ties (up to $500,000) are provided for
failure to file a report or to supply infor-
mation, and for filing a false or fraudutent
;%%029 See 31 CFR, sections 103.47 and

Specific Instructions

Part |.—

{1} in the address section, enter the per-
manent street address of the individ-
ual condueting the transaction. If the
currency was received or shipped
through the (.S, Postal Service, write
in “U.S. Mail.” i the currency was
received in a night deposit box, write
in “Night Deposit,” If the currency
was recaivad or shipped through an
armored car service, licensed by a
state or local government, provide
only the service’s name and address.

(2) In the social security block, enter the
social security number of the individ-
val conducting the transaction. If the
individual has nao number, write
"*None’™ in this blosk.

(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
ta be given, it is not necessary to de-
scribe the method of verifying identi-
fication.

Part 1l.—

(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) In the identifying number block, anter
the sacial security. number or employ-
er identification number.

Part 1ll.—

Check the appropriate hox and enter the
appropriate customer's account number.
If there is no account relationship, check
QOther and write in **None."

Part IV, line 1.—

If the transaction being reported was
the sale or purchase of fareign currency,
check Other and write in “'sale of foreign
currency” or "purchase of foreign cur-
rency,” whichever applies.

Part IV, line 6.—

Complete this line if a check is cashed
or a bank check is purchased with cur-
rency.

Part V.—

Institutions may also enter in the name
and address bfock other identifying infor-
rmation.

TU.S, Goverament Printing Offlon 19E3=181.108/138

Signature.—This report must be signed
by an autherized individual. Also type or
print the aame of the authorized signer.

Definitions

Bank.—Each agent, agency, branch, or
office in the United States of a foreign
bank and each agency, branch, or office
in the United States of any person doing
business in one or more of the capacities
listed below:

(1) a commercial bank or trust company
organized under the laws of any state
or of the United States;

(2} a private bank;

(3} a savings and loan association or a
buiiding and loan association orga-
nized under the laws of any state or of
the United States;

(4) an insured institution as defined in
iection 401 of the National Housing

ct;

(5) a savings bank, industrial bank, or
other thrift institution:

(6) acredit union organized under the laws
of dany state or of the United States:
an

(7} any other organization charterad under
the banking laws of any state and
subject to the supervision of the bank
supervisory authorities of a state.

Currency.—The coin and currency of the
United States or of any other country,
whith circulate in and are customarily used
and accepted as money in the country in
which issued. It includes United States
silver cartificates, United States notes, and
Federal Reserve notes, but does not in-
clude bank checks or other negotiable in-
struments not customarily accepted as
money. .

Financial Institutfon.—Each agency,
branch, or office in the United Stafes of
any person deing husiness in one or more
of the capacities listed below:

{1) a bank;

{2) a broker or dealer in securities, regis-
tered or required to be ragistered with
SEC under the Securities Exchange
Act of 1934,

(3) a person who engages as a business
in dealing in or exchanging currency
(for example, a dealer in foreign ex-
change or a person engaged primarily
in the cashing of checks);

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

(3) a licensed transmitter of funds, of
other person engagad in the business
of transmitting funds abroad for
athers.

Person.—An individual, corporation,
partnership, trust or estate, joint stock
company, association, syndicate, joint ven-
ture, or other unincorporated organization
or group, and all entities treated as lagal
personalities, '

‘Transaction in Currency.—A transaction
imvolving the physical transfer of currency
from one person to amother, A transac-
tion jn currency does not include a trans-
ter 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.




Form Approved
DEPARTMENT OF THE TREASURY O.M.B. Mo. 48-R0535

Customs Use Only UNITED STATES CUSTOMS SERVICE This form is to be filed with the
Control Ne R EPORT OF INTER NAT'ONAL United States Customs Service
31 WUSGC 1101; 31 CFR 103.23 ana 103.25 T%gNaz%RE?TAATRi‘?TN%?F?SS'E'E?SCY Privacy Act Motification
Please Typa or Print 0N Teverse
Z:VC8M]- FOR INDIVIDUAL CEPARTING FROM OR ENTERING THE UNITED STATES
1. NAME({Last ar fomity, first and middle) 2.IDENTIFYING NQ, (See instructionsj| 3. DATE OF BIRTH (Mo./Dua. /¥r.)
| | |
4. PERMANMENT ADDRESS IN JMNITED STATES OR ABRCAD . OF WHAT COUNTRY ARE
YOI A CITIZEN/SUBJECT?
6. ARDRESS WHILE IN THE UNITED STATES 7. PASSPORT MO, & COUNTRY
B, U5 . VI5A DATE 19, PLACE UNITED STATES VISA WAS ISSUED o, }?;MIG RATION ALIEN NO.,
: any)
11, CURRENCY OR MOMETARY INSTRUMENT WAS: (Compiete 114 or 1IB)
A EXPORTED B. IMPORTED
Departed From: (City in UU.8)) Arvived At: (Foreign City/Couniry)|From: (Foreign City;Country) At (City in 15.5.)

F-AMIl- FOR PERSON SHIPPING, MAILING OR RECEIVING CURRENCY OR MONETARY INSTRUMENTS

12. NAME (Last or family, first and middle) 13. IDENTIFYING NO. (See instrucifons)] 14, DATE OF BIRTH (MosDa ¥,

I

—_— ———— —_— L —————
15. PERMAMNENT ADDRESS 1IN UNITED STATES OR ABROAD 16. OF WHAT COUNTRY ARE

YOU A CITIZEN/SUBJECT?

17. ADDRESS WHILE [N THE UNITED SYATES 18, PASSPORT NG, & COUNTRY
19.U.S, VISA DATE T 20. PBLACE UNITED STATES VISA WAS ISSUED 21, II\FMIGRATION ALIEN MO,
(If any)

22. CURRENCY OR |23, CURRENCY |NAME AND AGDRESS 24, IF THE CURRENCY OR MONETARY INSTRUMENT
MONETARY OR MONETARY WAS MAILED, SHIPPED, OR TRANSPORTED COM-
INSTRUMENTS [INSTRUMENTS PLETE BLOCHKS A AND B,

DATE SHIPPED A Method of ShiprientfAufoe, U8, Mail, Public Carrier, efc )

mE
—— [i] — —_
CATE RECEIVED B. Mame af Transporter/Carrier
Received
From
PART 1IN CURRENCY AND MONETARY INSTRUMENT INFORMATION {SEE INSTRUCTIONS ON REVERSE)(To be completed by everyone)
25, TYPE AND AMOUNT OF CURRENCY/MONETARY INSTRUMENTS Value n U.S. Dollars 26. IF OTHER THAM U.S. CUR-
RENCY IS INVOLVED, PLEASE
Coins .., . " (LS COMPLETE BLOCKS A AND B.
(SEE SPECIAL INSTRUCTIONS)
A_.“C-urrency I\Hm_e- _______
CUFFBNEY . ieiircesirmcssrnsstrasrs D 8. | 2

Qther instruments (Specify Type:)‘-;j

B. Country
i g TOTAL
fAdd lines A, Band ) .. e s AMOUNT’ $
VeV cENERAL - TO BE COMPLETED BY ALL TRAVELERS, SHIPPERS AND RECIPIENTS
27. WERE YOU ACTING AS AN AGENT, ATTORNEY OR IN CAPACITY FOR ANYONE IN THIS
CURRENCY OR MONETARY INSTRUMENT ACTIVITY? {If “Yes' complete A, B and C) DVes DNO
A, Name B. Address C. Business activity accupation or
PERSON IN profession

WHOSE BE- ’
HALF YW

ARE ACTING

Under perialties of periury, | dectare that | have examined this report, and to the best of my knowledae and belief it is true, correct and complete.
28, NAME AND TITLE 29, SIGNATURE 30, DATE

G0 i (Replaces FRS Form 4790 which iz obsoleée) Customs Form 4790 (12-29‘-76)




General instructions

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

Whao Must Fils. — Each person who physically transports, mails, or ships, or causes ta be physically iransported, mailed, shipped or
received currency or other monetary instruments in an agyregate amount exceeding §5,000 on any one occasion from the United
States to any place cutside the United States, or into the United States from any place outside the United States.

A TRANSFER OF FUNDS THROUGH NORMAL BANKING PROCEDURES WHICH DOES NOT INVOLYE THE PHYSICAL
TRANSPORTATION OF CURRENCY OR MONETARY INSTRUMENTS IS NOT REQUIRED TO BE REPORTED,

Exceptions. — The following persons are not required to fie reports: {1) a Federal reserve bank, (2} a bank, a foreign bank, or a broker
or dealer in securities in respect to currency ar other monetary instruments mailed or shipped theough the postal service

or by cammon carrier, (3) a commercial bank or trust company organized under the Jaws of any State or of the United States with
respect to overtand shipments of currency or monetary instruments shipped to or raceived from an established customer maintain-
ing a deposit relationship with the bank, in amounts which the bank may reasonabiy conciude do not exceed amounts commensu-
rate with the customary conduct of the business, industry or profession of the custornar concerned, {4) a person who is not a citizen
or resident of the United States in respect {0 currency or other manetary instruments mailed or shipped from abroad to a bank or
broker or dealer in securities through the postal service or by common carrier, (5) a common careigr of passengers in respect to cur-
fency or other monetary instruments in the pe ion of its pa gers, (6) a comman carrier of goods in respect to shipments of
currency or monetary instruments not declared o be such by the shipper, (7} a traveders’ check issuer or its agent in respect 10 the
transpostation of travelers’ checks prior o their delivery to selling agents for eventual sale to the pubhc, nor by (8) a person engag-
ed as 3 husiness in the transportation of currency, monetary instruments and other commercial papers with respect to the tramspor-
tation of currency or other monetary instruments overland between established offices of banks ar brokers or dealers in securities
and foreign persons,

Whan and Where to File:

A. Recipients, — Each person who receives currency of other monetary instruments shall file Form 4780, within 30 days after re-
<eipt, with the Customs officer in charge at any port of gntry or departure or by mail with the Commissioner of Customs,
Attention: Currency Transportation Reports, Washington, D.C. 20229,

B. Shippers or Mailers. — H the currency or other manetary instrument does not accompany the person entering or departing the
United States, Form 4790 may be filed by mail on or before the date of entry, departure, mailing, or shipping with the Cammis-
sioner of Custems, Attention: Currency Transgoriation Beparts, Washington, D.C. 20229,

C. Travelers. — Travelers carrying currency or other monetary instruments with them shall file Form 4790 at the time of entry into
the Unilt:d States or the time of departure frem the United States with the Customs officer in charge at any Custams port of antry
or departure.

An additional report of a particular transporation, mailing, or shipping of currency or other monetary instruments, is hot required
i a complete and truthful report has already been filed. However, no person otherwise required to file a report shall be excused
from liability for failure to do sa if, in fact, a complete and truthful report has not been filed. Forms ray be obtained from any
United States Customs Service office.

PEMNALTIES. — Civil and criminaf penaities, including under ¢ertain circumstances a fine of not more than $500,000 and imprison-
ment of not mare than five years, are provided for failurs to fila a report, supply information, and for filing a false or fravdulent
report. In addition, the currency or monetary instrument may be subject to seizure and forfeiture, See sections 103 47, 103.48
and 103.49 ot the reguiations,

Definitions

Bank. — Each agent, agency, branch or office within the United Shates of a foreign bank and sach agency, branch or office within
the Linited States of any person doing business in one or more of the capacities fisted: {1} a commercial bank or trust company
organized under the laws of any state or of the United States: (2) a private bank; (3} & savings and 1oan association or a buildirg and
laan assoclation organized under the laws of any state or of the United States; {4) an insured institution as defined in section 401 of
the Natienal Housing Act; (5) a savings bank, industrial bank or other thrift institution; {6} a credit union organized under the laws
of any state ar of the United States; and (7} any other organization chartered under the banking laws of any state and subject to the
supervision of the bank supervisory autharities of a state.

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

Broker or Dealer in Sacwrities. — 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, )

IDENTIFY ING NUMBER. — Individuale should snter their social security number, if any. However, aliens who do not have a
sucia; sacurity number should enter passport or alien registration number. A others should enter their employer idantification
Niarmber.

Investment Security. — An instrument which: {1) is issued in bearer or registered form; {2} is of a type commoniy dealt in upon
securities axchanges or markets or commonly recognized in any area in which it is issued or dealt in as a medium Jor investment;
{3) is efther one of 2 class or series or by its terms is divisible inte a class or series of instruments; and (4] evidences a share, par-

icipation or other intgrestin property or in an enterprise or evidences an obiigation of ths issuer.

Monetary Instruments, — Coin or currency of the United States or of any other country, iravelers’ chacks, maney orders, investmeant
securities in bearar form or ptherwise in such form that title thereto passes upon delivery, and negotiable instroments (except ware-
house receipts or bitls of lading) in bearer form or other in such form that title thereto passes upon dalivary. The lerm includes bank
checks, travalers’ checks and money orders which are signed but on which the name of the payee has been omitted, but does not in-
clude bank checks, travelers’ checks or money orders made payable to the arder of a named person which have not been endorsad
or which bear restrictive endarsements.

Person. — An individual, a corporation, a parinership, a trust or estate, 3 joint stock com iati i foi
Jual, , 3 [ , ' pany, an association, a syndicate, joint
venture, or other unincorporated arganization or group, and all entities cognizable as legal pey:‘sonalilies. 4 :

Special Instructions

¥ou should complete each ling which a plies to you, Partil. — Line 22, Enter the exact date i '
D ] » Par . you shipped or received currenc
or the monetary instrument{s). Line 23, Check the applicable box and dive the camplete name and address of the shipper or rec";-

pient. Part HI. — Line 26, If currency or menetary instruments of more than one country is involved, attach a sehedule showmg
each kind, country, and amount.

FRIVACY ACT NOTIFICATION

Pursuani to 1he requirements of Public Law 93.57%, (Privacy Act of 1974), natice is hereby given thal the authority to collect infor mation on Forem
479G in acrordunce with 5 U5, $52a(e)( 3y ig Public Law 91.508; 31 US.C. 11015 US40, 01 : Reorganization Plan Na, | of 1950: Treasury De.
parhent Mo, 165, revised, ax gmended; 31 CFR 103,

The principal purpose for collecting the informalion iy to assure maintenance of TeporLs or recards where such Teports or records have a high degree
of usefylness i criminal, (X, of regulatary investigations or proveedings. The information collected may be provided to those officers and‘emp oyees
of the Customs Service and any vther constiluent upit of the Degartment of 1he Treasury who have a need for the records in The performance of
the:r duties. The records may be referred io any olher deparimens o agency of the Federul {rovecnment upon the request of the head of such de-
Partmenl nr agency.

Disclosure of this information is mandalory. Faiture to peovide atl or any £ 1 i i ay suljec .
I 3 5 M . T . part of the requested information may subject the curcency or MeETAr
instruments to seizure and forfeiture, us well 24 suhject the individual to il and crimina! liabilities, * }:”m( ¥

Disclosure ol the sacial security number 1s mandatory, The authosity to collect this number is 31 CFR 103,25, The social "t’ mber wi
used és 4 means to identify the individual who files the recard. " -E/E’mi;' v T be
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FOREWORD

This handbook, entitled, The Seventh Basic Investigative 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, conference 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 Intelligence Division and in other subordinate positions with the
U. S. Internal 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

contral 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."’
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The handbook will accordingly be distributed to all NCOC parti-
cipants and will be included as an appendix to the |nvestigator’s Manual
presently being prepared by the Battelle Memorial Institute under an
LEAA grant. It will also be available in the library of the National
Institute 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 Qrganized Crime and White Coliar Crime in

the United States, pﬂ/&w/ o W(_,

Richard W. Veide
Administrator
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CHAPTER |
Introduction To The Seventh Basic Investigative Technique

For countless years, criminal investigators have relied on six basic
investigative technigues to solve crimes; i.e., {1) the development of
informants, {2) use of undercaver 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 intraduce 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 faws. 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 Investigative Technigue 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 for years among criminal investigators that financial transactions,
for the maost 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.



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 monopeoly 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 simitar investigative backgrounds, that all ¢riminal 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 organized 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.

In 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 wil! 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 thatreflected in the following chapters
of this Handbook, than with speculation that many investigators, at all
levels of Government, have too often engaged in for too long, using
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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 purposes 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 technigues 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 Federai 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 It
Application of the Net-Worth-Expenditures Principle

Definiti

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, 5. Internal 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 als0 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. |n other words, adjustments have
10 be made to ensure that tax liabilities, computed 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 autlined herein is not as complex and can
be developed with comparative ease. It can be applied effectively in
criminal iﬁvestigations without regard to the tax laws, whatsoever.

Application

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 is
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 pertodic 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.

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

Practical Exercise
E | Situati

Target “A’" has been identified over a period of years as being
involved in major fencing operations. While he has heen 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 investigaters assigned to Intelligence 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
profit 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 1o explore the
“Seventh Basic Investigative Technique.”

Investigative Steps

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.
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Safe Deposit 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
weli:

lllustration 1

Mo,

SAFE DEPOSIT-ENDIVIDUAL

LESSEE

DEPUTY

DATE OF
CONTRACT RENT $

PASSWORD

LESSEE

DEPUITY

homm e e e e A S S T




Mustration 1

19 hereby designate

and appoint

as—__ deputy and agent, to have access 1o the box
covered by this contract. To take and remove from or
add to the contents thereof, and have full and ab-
sojute control over the same, hereby waiving any lia-
bility of the lessor, arising out of the exercise, by the
sald deputy, or any of powers herein contained.

19 hereby designate

and appoint

85 e deputy and agent, 10 have access to the box
covared by this contract, To take and remove from or
add to the contents thereof, and hawe full and ab-
soluta control over the same, hereby waiving any lia-
biity of the lessor, arising out of the exercise, the
said deputy, or any of the powers herein cantained,

Lessee Lesses
Lessee Losses
Deputy Deputy
Witness: Witness:

Address of Deputy

Address of Deputy

The Appeintment Of The Above Deputy |s Hereby

The Appointment Of The Above Deputy Is Hereby

Revoked 19 Revoked 19
Lessae Lessea

Witnegs Witness:

Identification

Name MName Name
Rssidence Rasidence Residence
Phone Phone FPhone

Firm Firm Firm __
Address Address Address
fhone Fhone Phone
Mothers Mothers Mothers
Maiden Name Maiden Name Maiden MName
Color COf Hair Color Of Hair Coler Of Hair
Color Of Eyes Color Of Eves Color Of Eves
Height Height Height
Weight Waight Weight
Remarks Remarks Remarks
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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:

Hlustration 2
ENTRY SLIP
The undersigned legsee or authorized deputy desires access to safe depaosit box,
Signature
Lassee or Deputy
Booth No. Attended By Box No.
14-0007

The entry slip discloses the date and time of day that an individual
enters his safe deposit box. It is usually stamped on the reverse side in

order that the individual’s signature can be identified. This information
can be of inestimable value to an investigation since the dates of entry

into a safe deposit box may reconcile with the dates of other cash
financial transactions. (This will be iflustrated 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 in terrogation or by a
prosecutor during cross examination of & target at trial.

The record of entries into a safe deposit box should, accordingly,
be obtained on every target whose financial transactions are being in-
vestigated and those targets on whom “financial inteliigence” is being
gathergd,

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. In any event, the information should be obtained as quickly
as possible; as soon as a target is placed under financial investigation or
identified as a suspect on whom intelligence is to be gathered.




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).

Nustration 3
HKAME OF
BOX WO, -
RECORD OF YISITS = SAFE DEPOSIT
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king A
Nlustration 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. .
lustration 4

PERSONAL DDA SIGNATURE CARD

O JOINT
O INDIVIDUAL

ACCOUNT NUMBER Please STAMP Bank Namg Herg
Account Name
1 SEAL
Account Nams
2 SEAL
Social Security Number
SEAL

I (we) the above-signad, have been provided with and have read tha rules and regulations of
Bank governing this account and agres to be bound by the provisions thereof, and as they shall,
from time to time, be amended by the Bank,

I twO or more signatures appear above, sach agrees that all moneys, checks and other
instruments Tor payment of money at any time deposited In this account are and wiil be their
joint proparty during thelr joint lives and upon the death of slthar of them the entirs right, title
and Intersst therein shall vest absolutely In the surlvior; that at any time tha balance In this
account shall be subject to withdrawal, transfer or other disposition, in whole or in part, by
sither of them, or the duly constituted attorney of elther of them without duty of inquiry on
your part; that payment to, or by order of, tithar of them, or the duly constituted attorney of
sither of tham, shall be full discharge to you for such payment, whather the other ba living,
Incompatent or deceased; that you shall be authorized to make payment in accordance with tha
tarms hersof, not withstanding any notice or demand which may be given by or on behalf of
sither of them to tha contrary. The Bank Is authorized {0 off-set the balance, without notice,
against the Ingebtedness of any one or more of us 10 the Bank; and to send all statements,
notices and vouchers to the addrass from time to time furnished the Bank.

Date Openad Opened by ?s?provsd Branch
Amaount of Initial Deposit Type of Deposit Refersnce Checked
» PLEASE PRINT
Home Addrass Clty, State, ZIp Code Telephone & Ares Code
SEND
maIL] Eployer Position ¥rs, there
TO '
] Employer's Address City, State, Zip Code Talephone & Area Code
Bank Reference Other Referance
Account Number Typa of Account Telsphons Number
L)
Strest Adaress Street Address
City State Zlp Coae cClty State Zlp Code
Personal 1.0,
Driver’s Llcense Numbar Skate
Charge Account Nurmbar Tvoe
44




lllustration 5, shown below, is a copy of the target’s monthly bank
staternent 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 |llustrations, they show balances in the amounts of $300, $1100,
$3600, and $4300 at the end of the years 1972 through 1975, respec-

tively).
lllustration S
CHECKING STATEMENT
Baginning Bgio Ending Date Account Number ol
6275 | 6=30~75 |  00=000-000 | 788-2823 Rayarcim S0 Account
r 1
TARGET
(. -
W Have Added We Have Subiracted Aasulting
aalan::a Last '_ﬁer:lent : Number DOD‘oslts rTot.a:lno Numbar nm:s To:alino‘ Eﬁﬁ; in J: Balllm :.'n E»:‘ﬂ;:m
P 1 1933183 ] 3 126150000 1C 261023061 11) ¢ L8 | 10
CK = Chétk DE = Other Debts CR=  QOther Credlis SC = Seorvice Charge BA = BankSmasicard Charge
Ls = st DF = Owposit ML = Mizcellaneous Charge (=) = Overdrawn Account BC = Blue Chip Charge
Date Chacks/Osbits Chac ks/Debits Deporits/Crodits Bialance
€/6 200,00 400,00 1333,83
&/6 11.00,00 2233.83
6/9 175,00 2058, 83
6/12 90,00 1962, 83
6/13 110.00 1352, 83
6/16 25000, 00 26852,83
6/17 , 86,00 26772.83
6/18 25000, 00 1778483
6/20 18,00 1760.82
6/23 93.00 1667483
6/24, 185,00 1482,83
6/26 70,00 1412.83
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deposit on June 16, 1976.

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 Illustration 6}, which shows that the $25,000

deposit was made with currency.

The bank statement discloses that the Target made a $25,000

Hlustration 6
—{CHEGKING ACCOUNT DEFOSIT TICKET — CASH aseoo
E. 2
THRRGET ¢
§

TOIAL FtOM OTHIR SIDE

6—J/6— 0 78 TOTAL

*,0540~0004&c 09 &1 EBGEA W
nEmg wD- 10 ]

B | Less casn receven
=T

25,000

NET .
oeposit RN
uif OrMER IR FOR ADD

LTI

Chechs and other ilem:
arn receivad For deposa
wbject to the terms and
condinons of this Bank's
colleclion agreament

BE SURE EACH ITEM
15 FROMEALY ENBORLID




A schedule, comparing the dates of large bank deposits and with-
drawals, as well as the dates and amounts of alf other large financial
transactions, with the dates of entries into a target’s safe deposit box
should always be made. Among other things, it assists 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 demonsirate how much the investigator already knows about the
target or during trial for a variety of purposes.

llustration 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 llustration 7 below}.

ustration 7

’ e-18 1928 " S0

Pcﬁ;ngﬂnEor M & M

L]
Mﬁﬂm@a’ 5 DOLLARS

gre75 93538 MN1s 250000008

a:0510«000de2 09 M) EBBIF

o o= e s o 3 T

T TMA Gmiym BT fLa b

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 impririt on the face of a check to show that it was “cashed.”
The codes used by some of the mafor banks in principal geographic
areas are shown in lllustration 19, Chapter 1V,

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
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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
colfar crime element in the mistaken belief that their expenditures may
escape detection since the names of the purchasers do not appear on
the face of the chacks. 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 only if the investigator is thorough, touches all bases, and
makes the necessary inquiries 1o determine it a target has used the
cashfer’s check technigue in an attempt to conceal his expenditures.

In 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 Ilustration 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" 1- 59198

June 18, ;075 2o~

AY
| PS.?JE“REDF Stockbroker "A"

Ten Thousand and no/one-hundredths

| : CASH'ER’S CHECK AUTHORIZED SIGNATURE §

1,05B0=0 7500 00} ES 7D

-y frwer=y o W, - - i
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For Deposit only to the account of
STOCKBROKER “A™
Washington D. C. Branch Office
Bank “C"
June 18, 1975
Bank A"
June 20,1975 PAID

e

IHustration 8

TE g - L

uri

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 cal! to a Washington Metro-
politan Police Department [ntelligence 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 Hlustration 9 on the following page.
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The signature card is not iflustrated in the handbook since it is
similar, in most respects, to the checking account signature card shown
in lllustration 4. It, 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 (tlostration 9} furnishes the Investigator with
significant information. The statement is similar in many respects to a
monthly bank statement and can be easily analyzed. It is nacessary to
keep in mind only a few simple rules. These rules are explained in detail
in Chapter |V, Sources of Information.

In this instance, the Target deposited a $10,000 check to his ac-
count with Stockbroker A’ on June 19, 1975, (the first of the three
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 $100 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” schedufes,
caused by the sale or delivery of securities to the Target, is contained in
pages 33-34 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

51




rwn v -

I
i
i
i

the nature of the funds used to pay for them. It is nat 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 concesiment of the latter purchase from his wife or
merely to impress his girl friend. In any event, appropriate empioyees
of automobile dealers (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 do occur, at most all automobile
dealers, and usually are made by individuals of interest to criminal in-
vestigators.

For the purpose of this exercise, State motor vehicle records show
that the Target is the registered owner of a 1975 Cadillac £1 Dorado
and that the automobile is titled in the name of Bank “B". Inguiries
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. In 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 “B" and he made arrangements to obtain further
information concerning the checks at a later date.

After noting the balance due on the automabile toan as of the end
of 1975 (33,000, the investigator made inquiries at the Cadillac agency
and learned that, in addition to purchasing his E| 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 Hlustrations 10 and 11 respectively, on the
following pages.




lllustration 10

CAR NVOKCE

=,

LADILLAC

CADILLAC COMPANY

06488

DATE Mkoch 10, 1975

DESCRIFTEON
OF MOTOR YEHICLE

TERMS OF TIME CONTRACT

FINAHCE COMPAKY

s0uD TO ware CAD »# ELDORADO
TARCEYT e 1975 FAYMENTS OF §
waror wumeer  CAOPSTL EACH PAYABLE O THE DAY
semaL numsee  GBRASB80 OF EACH MONTH BEGINHING
wooeL  BLDORADD *r W10 iml:\nv OF INSUR&NCET;:“?‘VE RAGE
mor ttvie  Tudor merr s NOWE TERM
IGK. KEY COMPREHERSIVE & TERM
TRUNK KEY Same 61&072 COLLIS ON—UPSET § TERM
PO &PL§ TERM
HEW Qg COMPANY ~ BROKER — AGENT
SAI EMAN TELEPHONE CAR TAADER 1
_ 973 Chey N /‘
L.] 1] AND A BASIC PRICE OF CAR
QESCRIRTION PRICE TRANSPORT ATION
OPTIONAL EQUIPMENT AND AGCE: 13,500,00
ALL OTHER CHARGES
TITLE OR SALES TAX Tneluded
TpLer |'En:" Fee in purchase
Includted in purchase price CERTIFICATE OF TITLE price
HOTARIAL AND RECORINNG FEES
QTHER [ITEMFZE} l .
CASH SALE PRICE 13,500.00
DEPOSIT 000
CASH ON DELIVERY :’ 200 gg
TRADE-IN ALLOWANCE | T
TOTAL CASH PRICE BALANCE -~ 6,000,00
TOTAL COST OF INSURANCE 0=
CREDITOR'S LIFE INSURANCE ~0-
AMOUNT OF FINANCE CHARGE I -
TOTAL TIME PRICE BALANCE DUE Eank [
FROM THE PURCHASER g 6,000.00

T

NO LIABILITY INSURANCE INCLUDED
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IHustration 11

CAR INVOKCE
CADILLAC COMPANY :
e 06488
RAPILh AL
[ DESCRIPTION TERNS OF TUAE CONTRACT
DATE March 10, 1975 OF MOTGR YEHICLE
FINANCE COMPANY
S0L0 TO
Target's Girl Friend mike  Chevy  Caprice
vear 1975
moTor mumBER  OTOS576E9 EACH PAYABLE O THE DAY

SERIAL NUMBER 54T 50607864 OF EACH MONTH BEGIHNING
MODEL Caprice zll.lnhéllshﬂ'f oF IN$UR&NCETE£:ER#GE
sony sTrie  Tudor merrs NONE TERM
16N, KEY COMPREMENSIVE 3 TERM
Same ‘765736 COLLIS IOM-UPSET £ TERM
TRUNK KEY
P & Pl § TERM
NEW CRIEEKX COMPANY — GROKER — AGENT
ZEMAN TELEPHINE CAR TRADED a
lone N/
QPTIONAL EQUIPMENT AMD ACCESSORIES BASIC PRICE OF CAR
DESCRIPTION PRICE TRANSFORTATION
OPTIONAL EQUIPMENT AND ACCESSORIES 6,500.00
ALL OTHER CHARGES
TITLE OR SALES TAX Tneluded
TSMLIET My purchase
REGISTRATION FEE price
Illc].udﬂl m m me. ﬁg:::lT;cLA:EDO:Eg;#:ING FELS
OTHER OITEMIZE)
CASH SALE PRICE 6,500,080
DEPOSIT
CASH ON DELIVERY 6,500, 00
TRADE-IN ALLOWANCE |~ O
TOTAL CASH PRICE BALANCE e
TOTAL COST OF INSURANCE wile
CREDITOR'S LIFE INSURANCE 0
AMOUNT OF FINANCE CHARGE £)-
TOTAIL TIME PRICE BALANCE DUE
FROM THE PURCHASER

NO LIABILITY INSURANCE INCLUDED




The first invoice shows that the Target paid $13,500 for the Ei
Dorado; received a trade-in allowance of $2,500 for his 1973 Chevrolet,
{which he had also purchased at the same dealer in 1972 for $4,500);
made a cash down payment of $5,000 (in currency): 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 1o prove continued owner-
ship, the importance of which is explained on Pages 33-34.

Savings Account

~ Since the Target's account reflected only nominal activity, the
inirestigator 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 1972
through 1975, respectively.

- L) T

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 ““B”, each check led to significant
financial transactions as follows:

velers u

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 10 on Pages 7-16 where the Target
maintained his safe deposit box and checking account. Inquiries 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, (Illustration 12, below):

Hlustration 12

L ;‘E] AMOUNT b_w— .:,

" .
L]

b )
|

gm"" J A2 ryrd) |
0
oy Date 7. o 19 7 v T e

CHARGE 1% 3 SEI'I'L[‘QI‘!‘ FUBCHATER AGREES T RN AND COMBIONS O MIVERNE IV,
Tuia ¢} dodgo [ SELERS COPY FOR RECORD it ’M

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 retention periods,
etc., is contained in Chapter IV, Sources of Information).

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 confirmed intelligence obtained
from other sources that the Target, having scored heavily in his fencing
activities in 1974, celebrated his "business”” successes by taking two
trips with his\girl friend; one to Acapulco and one to the French Riviera




in the Fall of 1974. The nature of the expenditures ranged from airline
tickets, expensive hotel bills and restaurants, to purchases at a variety 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 2830
of this chapter.

Fur t

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.
Information 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 ¢oat at the
request of the Target.

Rin

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 @ 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 ring
on July 3, 1875; 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 entries and, again, noticed the correlation between the date of
entry and the date of payment.

n ini Apartment
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 $37.600. $27,500 and
$17,500 respectively. The loan records disclosed, in addition to méking
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.

{n the event that the investigator had not discovered the existence
of the mortgage loan at Bank “B”, 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 anfy the date anel
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 “documentary” or “transfer” stamps attached to the deed of
trust. This tax, which varies by state, usually is assessed within a range
of £1.00 to $1.26 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 courty land records should be routinely made by
an investigator when a decision has been made to subject a target to a
financial investigation. It should cover a period of years at least equal
to those in which the target is suspected of being invelved in an illegal
activity not reflected by his known sources of income.

While the narmes of the various records and the types of filing
systerns vary from state to state, they are not difficult to examine and,
in all instances, 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 by (1} the fact the county records do not show a
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,




Results of Inguirj

At any point, during the course of completing the “Seventh Basic
Investigative 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 exptained in Chapter 1l. Both formats are
illustrated on the following pages and reflect merely an arithmetical
summary of the evidence of expenditures made by the Target.

rce and Application 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 It Come From
— Where Did It 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 (Illustration 13).



SOURCE AND APPLICATION OF FUNDS

FUNDS APPLIED: 1973 1974 1975 Page No.
ircrease in Checking Account Balance $§ 800 $ 2,500 § 700 13
Increase in Savings Account Balance 1,900 5,300 1,800 23
Down Payment on Apartment 25,000 26-26
Purchase of Securities:

ABC 20,000 16-19

DEF 5,000 16-19
Purchase of Cadillac (Down Payment) 5,000 19-23
Purchase of Chevralet £,500 19-23
Purchase of Diamond Ring 5,000 25
Purchase of Fur Coat 5,000 26
Purchase of Travelers Cheques 20,000 2324
Heduction of Mortgage on Apartment 2,500 10,000 10,000 25-26
Reduction of Loan on Cadillac 3,000 20

TOTAL FUNDS APPLIED $30,200 $37,800 $62,000

SOURCE OF FUNDS:
Income from Furniture Store $16,250 $11,750 $14,375 7

INCOME FROM UNIDENTIFIED

SOURCES $13,950 $26=050 $47,625
Ilustration 13
L]
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Net Wort Expendi Com

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 I, the investigator should use whichever computation and
format is, in his judgement, most easily understood,

The Net Werth and Expenditures Statement Format is illustrated
on the following page (iHlustration 14},
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NET WORTH AND EXPENDITURES COMPUTATION

ASSETS 12/3W72 1213173 12/31/74 12/3%/75 Page No.
Checking Account — Bank A $ 200 $ 1,100 $ 3800 $ 4,300 13
Savings Account — Bank B 200 2,100 7 400 9,200 23
Condominium Apsrtment 65,000 65,000 65,000 26-26
Furniture Store — Capital Investment 15,000 15,000 15,000 15,000 7
Securities:
200 Shares ABC 20,000 16-19
200} Shares DEF 5,000 16-19
Automobiles:
1973 Chavrolat 4 500 4,500 4,500 -0- 19-23
1976 Cadillac 13,600 19-23
1976 Chavralet 6,500 19-23
Diamond Ring 5,000 o]
FTOTAL ASSETS $20,000 $87.700 $95,500 $143,500
LIABILITIES
Mortgage-Condominium Apt, $37.500 $27.500 $17,500 25-26
Autamabile Loan 3,000 20
TOTAL LIABILITIES 0- $37,500 $27,500 $20,500
Net Worth $20,000 $50,200 $68,000  $123,000
L.ess Net Worth Prior Year 20,000 50,200 52,000
Increase in Net Warth $30,200 $17.800 $ 55,000
Add: ldentified Personal Expenses:
Loss on Trade in of 1973 Chevrolet $ 2,000 1223
Travelers Checks $20,000 2324
Fur Coat 5. 000 25
TOTAL EXPENDITURES $30,200 $37,800 % 62,000
Income from Furnitura Store 16,250 11,750 14,376 7
INCOME FROM UNIDENTIFIED SOURCES $13,950 $26,050 $ 47,625

lHustration 14

Additional Living Expenses

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. If
information concerning day to day living expenditures is readily avail-
able to the investigator, it should be obtained and documented in a
manner similar to the other expenditures illustrated in the practical

exercise.
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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 guarter 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 1V, Sources of Information.

impact of Cash on Hand on Computations

In computing the amount of income derived by the Target from
unexplained sources in the exampies shown on pages288& 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 after the 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 that the 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 altege 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 not difficult to disprove because the explanations are usually
false. |f 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.

If the Target identifies the individual or individuals from whom he
éllegedly 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’'s explanation. In effect, the investi-
gative emphasis could conceivably shift, perhaps to a target at a higher
echelon,

If 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
tist his cash holdings as well as cash in banks and other assets. The ap-
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.

Thé 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. In guestioning 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-ather types of information available to negate any at-

_H_h""‘-—-—-_.__.
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tempis t0 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, giri 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 expenditures,

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 expiain away the expenditures are, in all pro-
bability, a complete fabrication, hastily and, as a result, 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
skifled 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 Investigative Technique.”

Contin rship of ts

In 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
during 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 [}l sold an
asset during any of the years in guestion, he would have funds availabie
to make other expenditures. !f 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 rinJ in
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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. In the example illustrated in this hand-
book, continued ownesship 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 toin Chapter Il
has already been commented on in the appropriate paragraphs in
Chapter M|, i.e., Automobiles, Page 23, Fur Coat and Diamond Ring,
Page 25 and Condominium: Apartment, Page 26.

While, during the course of the preceding exercise, the Target may
appear to have undergone a series of wholly unnecessary maniputations
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 quilt ridden individual, taken primarily 10 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. If its
use is to, ipitially, be limited to interrogation of a target, there is no
need to tie down every loose end to a mathematical certainty. If, 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 available.




CHAPTER IV

Sources of Information

Introduction

This handbook does not include a comprehensive list of sources
of information available to an investigator. That is not its purpose. Nor
is it necessary to do 50, since basic instruction in this area, as well as all
other basic investigative techniques, are included in the curricula of most
faw enforcement training academies. In addition, most, if not all, in-
vestigators have had considerable experience in cultivating a2 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 Investigative Technique.”

Some of the sources of information utilized in tracing financial
transactions have already been explained in Chapter 111 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 wil! be discussed herein. They relate, primarily, to bank re-
cords, stockbrokers’ records, travelers cheques, and records of the major
credit card companies.

Authori Obtain (o :

During the course of presenting investigative accounting tech-
nigues 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. Invariably, after comprehensive discussions with the groups, the
author was readily able to overcome these concerns, It 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 ilfustrated in
Chapter |11, and more.

A considerable part of the evidence, necessary to make the com-
putations illustrated in Chapter I, 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 importance, however, when developing sources of infor-
mation, criminal investigators should not concentrate solely on develop-
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 cotlar criminal’s
associates. In other words, develop sources of information among those
individuals in the financial community where the profits from a target’s
illegal activities are actually sxpended. Keep in mind that one of the
most important keys to solving crimes, motivated by a greed for money,
lies with the development of evidence of the disposition of the fruits of
the crime . . .. .. mgoney. In 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 all 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 refationship with the business
community,

in developing sources of information within the financial com-
munity, investigators should employ the same high standards of con-
duct, 1o ensure that Federal, state and local statutes are not violated,
as those employed in developing information from all other sources.



BANK RECORDS

A cursory review of the practical exercise in Chapter tl clearly
shows that one of the most important sources of information, necessary
to successfully employ the Seventh Basic Investigative Technigue, 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 111,

Inte k ing P ures

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. |t would be impractical, detract from
the objectives of the handbook, and wouid serve no useful purpose.

internal banking record keeping practices and procedures are not
only complex, but are changing constantty, due, primarily, to the further
sobhistication 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 systern 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 pot need to familiarize themselves
with intricate internal record keeping procedures of banks in order to
obtain the types of information necessary to their investigations. The
criminal investigator does need to know, however, that records of cus-
tomers’ transactions, regardiess of their complexity, are maintained and
are retained. The retention of said records is mandatory in accordance
with the provisions of Tities | and 1} 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
Statements, ledger cards or other records discl_osing 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.

In 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 checking account.

All of the above requirements apply only to checks written or de-
posits made in excess of $100.00. It 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 Jess 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, available.

The regulations further provide that whatever system banks use to
photacopy 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.

Detgiled information concerning Public Law 91-508 can be obtained
by requesting from the U. 5. Department of The Treasury, a publica-
tion prepared by the Office of the General Counsel and issued in June,
1972, entitled “Currency_and Foreign Transactions Reporting Act —

H "

Statute, Requlations, and Forms,
Requests should be addressed to the Deputy Assistant Secretary

{Enforcement), The Department of the Treasury, Washington, D.C.,
20220.




Recognizing “Cashed” Checks

As stated in Chapter Iil, all banks use a series of codes or symbols
1o 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.

IHustration 15 below shows the “cashed’’ code used by one of the
major banks in the Mid-Atlantic States. It is one of the most commonly

used codes, and is stamped on the face of cashed checks.
lllustration 15

& o
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Other examples of “cashed” codes used by banks are shown in
lllustration 16 below: {In each instance the codes are stamped on the
face of checks.)

llustration 16

BANK

IDENTIFICATION
% TELLER IDENTIFICATION
TELLER > BANK [DENTIFICATION

IDENTIFICATION

33 w1 BRANCH IDENTIFICATION

B/A=y-BANK OF AMERICA

111 = “CASHED"” CODE
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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 appropiiate local inquiries.

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

Banket's Association and are usually referred to as the “ABA Transit
Number.” See 1llustration 17 below:

{llustration 17
- -
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The “ABA Transit Number’” Identification Code is illustrated be-
low: (Ulustration 18)

Identifies the

city or state Identifies
1-49 — city ' the bank
50-99 — state

N
==
=

510

Identifies the 0 — Immediate credit

Federal Reserve

1-5 — Deferred credit

District
{numbers 1 through 12} tdentifies the state in
! which the drawer
bank is located

69 — Special collection
arrangements

s ™ ||
Distinguishes

between
Head Office
or
Branch Office
of
Federal Reserve District
1 — Head Office
2-5 — Branch Offices

IHustration 18

A complete listing of the ABA Numerical System |dentification
Code is contained on the following two pages. (lllustration 19)
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Hlustration 19

THE NUMERICAL SYSTEM

of The American Bankers Association
Index 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 Istands.

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 Numbsrs 90 to 99 are Western States.

Prefix Numbers of Cities in Numerical Order

L I T T S R S g —y
HEe@ R wN = oW

51,
g2,
53,

55.
56.

60.
61.
62.
. Florida

PNOORWN -

New York, N. Y,
Chicago, Il
Philadelphia, Pa.
St. Louis, Mo,
Boston, Mass.
Claveland, Ohio
Baltimore, Md.
Pittsburgh, Pa.
Detroit, Mich.
Buffalo, N. Y.

San Francisco, Calif.
Milwaukee, Wis.
Cincinnati, Ohio
New Orleans, La.
Washington, D. C.
Los Angeles, Calif.
Minneapolis, Minn.

18.
19,
20.
21,
22,
23
29,
25,
26.
27.
28.
29,
30.
31.
32
33.
34.

Kansas City, Mo.
Seattle, Wash.
Indianapolis, Ind.
Louisville, Ky.

5t. Paul, Minn,
Denver, Colo.
Portiand, Ore.
Columbus, Ohio
Memphis, Tenn.
Omaha, Neb.
Spokane, Wash,
Albany, N. Y.

San Antonia, Texas:
Salt Lake City, Utah
Dallas, Texas

Des Maines, lowa
Tacoma, Wash.

35. Houston, Texas
36, St toseph, Mo.
37. FortWorth, Texas
38. Savannah, Ga.

39. Oklshoma City, Okla.

40. Wichita, Kan,
41, Sioux City, lowa
42_ Pueblo, Colo.
43. Lincoln, Neb.
44, Topeka, Kan.
45. Dubuque, lowa
48. Galveston, Texas

47, Cedar Rapids, lowa

48. Waco, Texas
49, Muskogee, Okla,

Prefix Numbars of States in Numerical Order

New York
Connecticut
Maine
Mazssachusetts
New Hampshire
New Jersey
Ohio
Rhade Island
Vermont
Alaska, American
Samoa, Guam,
Hawaii, Puerto
Rico & Virgin
Islands
Pennsylvania
Alabama
Delaware

64,
65,
66.
67.
68,

69.

70.
",
72,
73,
74,
75.
76.
77,
78.
79,
80.
81.

Georgia
Maryland
North Carolina
South Carolina
Virginia

West Virginia
linois
indiana

Jowa
Kentucky
Michigan
Minnesota
Nebraska
North Dakota
South Dakota
Wisconsin
Missouri
Arkansas

74

82. Colorado
83.. Kansas

84, Louisiana
85. Mississipi
86. Oklzhoma
87. Tennessee
88. Texas

89, .........
90. California
91, Arizona
92. I|daho

93. Montana
94. Nevada
95, New Mexico
96, Oregon
97, Utah

98. Washington
99. Wyoming




ttustration 19

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

ALL BANKS IN AREA SERVED BY A FEDERAL RESERVE BANK OR BRANCH CARRY THE

FEDERAL RESERVE BANKS

AN

1. Federal Reserve Bank of Boston

2. Federal Reserve Bank of New

ROUTING SYMBOL OF THE FEDERAL RESERVE BANK OR BRANCH

D BRANCHES

Heed QOffice

York Head Office
Buffalo Branch

Federal Reserve Bank of

Philadelphia Head Office

Federal Reserve Bank of
Cleveland Head Office
Cincinnati Branch
Pittsburgh Branch
Federal Reserve Bank of
Richmond Head Office
Baltimore Branch
Charlotte Branch
Federal Reserve Bank of
Atlanta Head Office
Birmingham Branch
Jacksonville Branch

Nashville Branch'

New Orleans Branch

. Federal Reserve Bank of

Chicago Head Office

Detroit Branch
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8.

10.

1t

12.

Federal Reserve Bank of
St. Louis Head Office

Little Rock Branch

Louisville Branch

Meamphis Branch

Federal Reserve Bank of
Minneapolis Head Office

Helena Branch

Federal Reserve Bank of
Kansas City Head Office

Denver Branch

Oklahoma City Branch

Omaha Branch

Federal Reserve Bank of
Dallas Head Office

El Paso Branch

Houston Branch

San Antonio Branch

Federal Reserve Bank of

San Francisco Head Office

Los Angeles Branch

Portiand Branch

Salt Lake City Branch

Seattle Branch

4—4
810

81-13
820

21-59

w3 ol
37 87 8§
=] [ 7L ]



NATIONAL CREDIT CARDS

nk ri

In the opening paragraph of the “Investigative Steps” section of
Chapter 11, 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.”” It was suggested 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.

In the event that additiona! evidence of living expenses is needed,
one of the hest sources of information is Bank Americard and similar
credit card systems.

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

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 readily
obtained on a local basis.
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lilustration 20 below is a sample monthly statement issued to card

holders by Bank Americard.
Ilustration 20

B ovanenicann syatement WOTICE. ST REVERSE T1DE FOR MPONTANE WEORMATHON
ﬁ 54 110 388 uo“ O8=03=Ts I 1000 ” o210 || - | I !
WOTICE= SEE WLCOMPANYING STATEMENT FOK IMFORTANT INFORMATION
MEGARDING YOUR ALLHTS TO OIZPUVE AILLING ERRORS
.. T --“:-'-'TIh IR IFTHIN OF AR BEN AND CREDYTE AT L A
PREY WAL FLEVIOUS BALANCE FADN LAl STATENENT +OF
PURCHASE | 0410 |JaMES KIVER BRASS SHOP R ECHMOND v wha2 |a3satetaet1Tsse
PURCHASE (OHLT|nOFHE (MERS 40 B 1 CHAIND oL 9.35% | 43es 040l Al EeN
PUMCHASE |o4lz0|DRUG Falk 1AL h1EHMND s 15047 |43460A2TOLTHALLD
NEW Bal e WEW BALAMCE Sémis o927
MINIMUR PATHENT DVE 19,99
o
rorowont TR | ST
prTrTTE—— = | T-00 |17 .00 &)
e B L L F L
Pl T S 1o 30 %] LB 0 W)
W ]
T

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 111, but as a general
source of leads, target contacts, whereabouts on given dates, etc,

Master Charge

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 storage 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. 1t 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 CHEQUES

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
10022

Bank of America

Cancelled Bank of America 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 Bank of America Check
Corporation, Attention: Claims Department, Fifth Floor, 1 — Poweil
Street, San Francisco, California 94102,

Analyzing Customer Security Account Statements

The following rules are applicable in analyzing a target's security
account statement.
Ilustration 8, eriginally referred to in Chapter 11, 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”’ 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.

3. “Price or Symbel” column, where the sales price per share
would be listed.

4. “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 certificates from the broker or leaving them in the broker’s
custody.

If 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. In addition there would be ng entry in the
“price or symbol” column. If there was a price in the “price or symbol”’
column, the entries would reflect a sale rather than a delivery.

H 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'e., a listing of the number of shares of each stock being held
for the target.
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CHAPTER V
Summary

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 I,
criminal investigators at all levels of government have already acquired
considerable experience in the application of criminal investigation
technigues; 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 the
Seventh Basic Investigative Technique wherever appropriate. In the
interrogation process, therefore, where the technique may enhance re-
sults, criminal investigators should develop a fine of questioning with
which they cre 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.

If a target breaks, then perhaps the seventh technigue will have
contributed to the success of the interrogation. If an interrogation fails,
the investigative efforts will not have been in vain. The information
gathered relating 1o a target’s financial transactions should automatically
go into the department’s intelligence system, and, where appropriate,
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should he 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 collec-
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. Its 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 certainly
no panacea in solving the Organized and White Collar Crime problems
in the United States. However, if the application of these concepts con-
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 Investiqative Technigue
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 collar crime in
the United States. It is the sincere belief of the author that the applica-

tion of the Seventh Basic Investigative Technigue can play, at least,

some small part in achieving our mutual objective.




O 13027

O 61083

0O 13044

O 10046

YOU WILL ALSO WANT TO READ:

HOW TO LAUNDER MONEY, by John Gregg. Secrets known only to a few — now
revealed for you to know! Forming companies and corporations to launder
money; investing money without reporting it to the IRS: using offshore
corporations; using mail drops and remote cail forwarding to launder money; how
to avoid getting caught; and much more. This unique book covers its subject
matter well. 1982, 5% x 8%, 64 pp, soft cover. $8.00.

DIRECTORY OF MAIL DROPS IN THE UNITED STATES AND CANADA, With an
Appendix for Foreign Countiries, complied by Michael Hoy. Need privacy for your
“special” mail? This comprehensive directory lists over 700 companies all over the
world who will rent you an unlisted address for receiving mail, and will forward
mail for you. Widely recognized as the best book of its kind — a must for privacy
seekers! 1987 Edition, 8% x 11, 40 pp, soft cover. $9.95,

GUERRILLA CAPITALISM: How to Practice Free Enterprise in an Unfree
Economy, by Adam Cash. What good is “believing in" free enterprise if you don't
practice it?7 This book shows you how to practice free enterprise in an unfree
society — the ultimate book on financiat privacy — it tells in step-by-step detail
how to do business “off the books.” Sold for informational purposes only! 5% x
8%, 1984, 172 pp, Hllustrated, soft cover. $10.95.

THE CODE BOOK: All About Unbreakable Codes and How to Use Them, by
Michael E. Marotta. No prior knowledge of mathematics is necessary to
understand the easy-to-follow directions in The Code Book. One-time pads,
modulo based codes, public key systems, function ciphers, and much more are
covered in detail in this amazing book. Obscure secrets known only to
international espionage agents and professional cryptographers — now revealed
tor YOU to use! 1987, Third Edition, 5% x 8%, 135 pp, illustrated, soft cover. $9.95.

.and wove! We offer the very finest in controversial and wnusual books - please see the catalog
announcemeni on the next page!
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® Loompanics Unlimited ® Box 1197 ® Pt Townsend, WA 98368 @

Please send me the books I have checked above. I am enclosing $ (plus $3.00
for shipping and handling).
Name
Address
City/State/Zip
AIT
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CONTROVERSIAL AND UNUSUAL BOOKSH!! = mowser o minins e

We feature the very finest in controversial and unusual books. The Loompanics Unlimited
Book Catalog is an important source for anarchists, survivalists, iconoclasts, self-liberators,
mercenaries, investigators, self-actualizers, libertarians, drop-outs, black marketeers,
researchers, and just plain anyone interested in the strange, the useful, the oddball, the
unusual, the unique, and the diabolical...

- Large 8% x 11 size! Over 150 illustrated pages! More than 500 of the most controversial and
unusual books ever printed! YOU can order EVERY book described! Periodic supplements to
kesp you posted on the LATEST titles available! Real power for real peoplel

Here are some of the subjects covered IN DEPTH in our exciting catalog:

* Self defanss * Guns and shooting * Sliencers » Bombs and explosives ® Police manuais ¢
Crime + Fake ID » Locks and locksmithing * Invesiigative and undercover skills and
technigques » The black market » How to hide things * Relreating » Gambling » Survival »
Self-sufficiency skills « LiHe extension + Health and nutrition ¢ Inteliigence Increase « Money-
making opportunities » Seil-publishing * Tax avoidsnce ¢ Paralegal skilis » Drugs ¢ Science
and technology » Seif-therapy and self-heip « Heresy » Contra-orthodoxy * And much, much
moreii!

The LOOMPANICS UNLIMITED BOOK CATALOG is truly THE BEST BOOK CATALOG IN
THE WORLD -- the world’'s most unique source of suppressed information! This astonishing
catalog cosis just $2,00. Use the handy coupon below to order it now. You will be very
pleased, we know.

LOOMPANICS UNLIMITED
P.0. BOX 1197
PORT TOWNSEND, WA 98368

Dear Sirs: Enciosed is $2.00 {$5.00 for foreign countries ). Please rush me the Loompanics
Unlimited Book Catalog -- the Baest Book Catalog in the World.

Name
Address
City




