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FOREWORD o

This handbook, entitled, The Seventh Basic Investigative Technigue,
- was prepared to meet repeated recommendations made formally and
informally by key speakers, panel rnembers workshop group leaders
and participants at the October, 1975 Natlonal Conference on Organ- -
ized Crime. Their recommendations strongly urged the Federal Govern-
ment to develop. training materials gPared to the needs of hw enforce- ‘
ment officialsin the area of tracing financial transactions enteteq into"
by organized crlme and white colfar crime figures. n o
The handbook highlights an approach to the lnvestlgat:on of
organized crime and white collar crime targets by criminal investigators
that was, introduced to and enthusmstically 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, llinois, ,and
- culminating at the February, 1972, conference at San Diego, California.
k 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. 8. Internal Revenue Service, developed and presented the concept ,
of applying financial investigation techniques to criminal investigations
-at the series of organized crime trammg conferences mentloned in the
preceding paragraph, -

- This pubhcation which is ano‘ther dlrect outgrowth of the pro-
ceedings of the National Conference on Orgamzed Crime, is but one of
many attempts being made by LEAA to meet their commitment to
locat law. enforcement, mandated in the prirnary objectives of the
NCOC, i.e.; : ‘

“To present the current state-of-the-art in organized crime
control for the information and education of state and local
“criminal justice and public organizations whaose actiVi'ties and
support are necessary in controlling the problem of orgamzed'
crimiinal activity nationwide.” . ; i
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The handbook will accordingly be dlstnbuted to all NCOC parti- | - TABLE OF CONTENTS o
crpants and will be included as an appendlx to the [nvestigator’s Manual , ‘(@) : ' : : Page
*-presently being: prepared by the Battelle Memorial Institute under an e Chapter | ~ ,
LEAA grant. It will also be available in th d ‘library of the National lmmductlon To The Seventh Basic lnvestlgatwe Techmque ceee 14
Institute of Law Enforcement and Criminal Justice. ’ Chapter II ; , ) ' ' ‘
it is our sincere hope that this latest investigative tool, added to Application of the Net Worth- Expendltures PrlnCIple . L
the arsenal of ether training materials developed and furnished to law r :  Definition ..., ... o B RS - 5
enforcement officials by LEAA, will lead to further successes in our b Apphcatlon S DR ORI R o P  5g
‘mutual efforts to control Organized Crime and White Cotliar Crime in ‘ : o o o
the United States." o : ‘Chapter - g
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CHAPTER |

Introduction To The Seventh Basic Invest:gatlve Technique ’,

1y
For countless years, cnmmal lnvest|gators have relied on six baSlC
investigative techmques to solve crimes; i.e., (1) the development of

“informants, (2) use of undercover agents, (3) Iaboratory analysis of

physical evidence, {4) physical and electronic surveillance, (5) mterroga~
tion, and (6) where permltted by law, eretappmg Each of these
technlques has resulted in varying degrees of success.

The purpose of thls handbook is to introduce to criminal mvestlga-
tors, on a broad saale, an mvesnga‘uve tool, a seventh basic investigative
technique, used primarily in the investigation of violations of the Federal
income tax laws. This tool, if properlX/ applied, can greatly enhance the
success of the investigation of cases where illegal profits and a greed for
wealth are the prmclple 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
fings, etc., as well as white collar ‘_type crimihals'engaged in more subtle
crimes such as COmmercia! 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 Crimina‘ls,
the use of the Seventh Basic Investigative Technique must be added to
the skills of criminal investigators to ensure optimum success in their
ultimate prosecution,. ’ : o

All too often in the past, cnmlnal mvestlgators have been reluctant
to broaden the scope of their mvestlgations into the financial area,
thereby. sacrlflcmg the potential evidentiary value of leads that may have
been successfully developed if properly explored. This reluctance is
undststandable, and 'was caused ‘in part, by an inhibition that has

‘existed for years among criminal investigators that financial transactions,
for the most part, were difficult to investigate unless the investigators

had an accounting background. Rather than take positive action to over-
come this inhibition, many criminal investigators took a negative ap-
proach ‘and merely dismissed the need to- mvestlgate financial Ieads by
rationalizing their minimal evxdentiary value. :




~ As a result of this generai. reluctance to probe the financial activi-
ties of the racketeer — white collar crime element, an attitude has
~ developed among ¢riminal investigators that if the six basic investigative
techhiques do niot result in a successful investigation, drop the investi-
gation -or, perhaps, ‘turn the informati.oné over to IRS; in the mistaken
belief that |RS agents have a monopoly on the capabilities necessary to
develop evidence relating to financial transactions.
On the cox‘trary, it is the wrlters experience, shared by many
~others with similar investigative backgrounds, that all criminal investi-

gators, at the Federal, state and local level, can and, when-appropriate,

should investigate financial leads and analyze financial transactions in
the same competent and professaona| manner as demonstrated by their
development of lmerrogatxon 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 ﬂ‘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 @yt the racketeer-white collar type
criminal element engaged in crimes that are “‘money motivated,’ there
is every reason to believé 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 will not only convince
- prosecutors that prosecutive action is warranted; but will enable them
to successfully present the evidence to grand juries and to the Courts.

It is the author’s view, based on his own experience and on his
association with judges and- prosecutors throughout the ‘United States
over a period of more than two decades, that they are far more favorably
impressed with evidence, such as that reflected in the following chapters
of this Handbook, than with speculation that many investigators, at all
levels of Government, hava 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 thuch
tr1v1a. ) k

/It takes evidence to get a conviction, and in the area of today S
orgamzed and white collar type crimes, the need to gather evidence ofk
targets’ financial transactions has become critical.

For the purposes of this Handbook, the tltlya, criminal investigator,

Jncludes all Federal, state and local investigative persorinel charged with
responsibility to investigate violations of criminal statutes, who have not

utilized investigative accounting techniques in the investigation of finan-

cial crimes; including, but not limited to, agents of the Department of

the Treasury and the Department of Justice at the Federal level, as well
as investigators-on the staffs of state attorneys’ general, county district
attorneys’ investigators hired by or assigned to grand juries and crime
commissions and members of state, county and city police ‘departm‘ents.
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~used in the investigation of racketeer and Whtte cal[ar crime targets, it
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CHAPTER H
Apphcatlon of the Net-Worth- Expendltures Prmclpfe

Defmmon ' \

" Before explaining how the net worth-expenditures priﬁciole can be

Al

is necessary to clearly define the principle. :

The net worth-expenditures principle, as used in thls handboak, is
a mathematical computa‘uon designed to determine the total accumula-
tion of wealth and annual expenditures made by, an individual, The
principle has been used for many years by the U. S. inter nal 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 whlch a determina-
tion of tax liability could be made. - ;

The use of this prtrpcnple by the IRS in making a civil determination
of taxpayers’ income, has been upheld by the U. S. Supreme Court. The
principle has also been upheld by the Supreme Court when used to
establish one of the elements of proof of criminal tax fraud, i.e., that a
taxpayer has, in fact, understated his income, upon which an additional

tax is due and owing. N

The net worth and expenditures computa’uon, 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 prmcuple,
itself, but by the fact that the computations must' be made, taking into
account the highly complex tax laws. In othetr words, adjustments have
to be made o ensure that tax liabilities, computgd by the apphcauon
of the net worth principle, take into account the effect of the recelp‘c
by taxpayers, of non taxable, or partiaily taxable income. '

“The use of the net worth and expendttures principle by crlmlnal
investigators for the purpose outlmed herein is not as complex and can
be developed with comparative ease. It can be applied effectively in
cfiminal investigations without regard to the tax Jaws, whatsoever. ,

Application R

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‘_j'\for the purpose of presenting facts to, (a)¥ the .




district a?‘tomQy for his consideration, (b} a grand jury, or (‘c\) a trial
jury, or to thi Courtin the event of a bench trial, (4) assist in determin-
ing whether: a target is engaged in other crimes, {5) determine havens
where @ target may be hiding assets, and, (6) to identify or locate assets
for resti‘tutll‘»on or collection of fines.

The computation can be presented in two formats. One is com-
monly referred to as a “Net worth-Expenditure Schedule;”’ the other (s
perhaps more readily recognized as a schedule of “’Source and Applica-
tion of Funds.”” Either format will produce, essentially, the same result:
The net worth format should normally be used when a target’s spending
habits appear to include the acquisition and disposal of real estate,
jewelry, furs, bank accounts, life insurance policies having a cash value
and periodic reductions of mortgage loans., The source and application
of funds schedule is normally used when a target’s expenditures have
been of a more transient nature, such as for high personal living
expenses.

Ilustrations of both schedules, based on the same hypothetical
practical exercise, are contained in the following chapter.
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CHAPTER 11

Practical Exercise

Factual Situation

Target “A" has been identified over a period of years as being
involved in major fencing operations. While he has been the subject of
frequent investigations he has successfully avoided indictment. His

.ownership of a retail furniture store, which investigators are convinced

is a cover, has successfully shielded his fencing operation. A warehouse,
allegedly maintained as a storage facility for furniture and other mer-

-chandise related to his retail operation, is located so as ta make physical 7

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

One of the investigators 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 capies 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 additicnal 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 accordmgly exists which would
warrant the application of investigative resources to explore the
“Seventh Basic Investigative Technique.'

Investigative Steps

Through 'phy5ica,l 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 s,,gmehban'k.




Safe Depasit Box

‘

Thg 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 Targe” and an exeraplar of his
handwriting, but'contains other pertinent background information as

well:

Hlustration 1

No.

SAFE DEPOSIT-INDIVIDUAL

LESSEE

DEPUTY

DATE OF
CONTRACT

RENT .S

PASSWORD

LESSEE

DEPUTY

DEPUTY

R Sy N UCEC A SIS U S CUSEDY RS Ui SOV AU G DU SO D

. rmw eaeis

LA s S

Iustration 1 © S

R\

19 ) héreby designate
and appoint : L

as deputy and agent, to have access to 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 Jessor, arismg out of the exercise, by the
said deputy, or.any of the¢ powers herein contained.

: and aﬁpoint

“

18 “hereby . designate

as.-..—.deputy and agent, to havé access to the box
caovered by this contract., To take and remove from or
add to the contents thereof, and: have full and ab-
solute control over the same, hereby waiving any lia-
bility of the lessor, arlsmﬁ out of the exercise, by the
said deputy, or-any of the powers herein’'contained. -

Lessee -L'éssee’

Lessee Lessee

Deputy Deputy

Witness: _ Witness:

Addresé of Deputy Address of Deputy

The Appointment Of The Above Deputy Is Héreﬁy

The Appointment Of The Above Deputy ls Hereby

Maiden Name

1 Maiden Name .

Revoked . 19 Revoked ) e 08 :
_ lessee Lessee

Witness: Witness:

Identification

Name Name Name

Residence Residerice Residence -

Phone Phone Phone

Firm . ' Firm Fitm

Address Address Address

Fhoné ' k | Phone { Phone

Maothers Mothers Mothers -

Maiden Name:

Color Of Hair

Color Of Hair

Color Of Eyes

Color Of Eyes

| color Of Hair

Color Df Eyes

Height k

Height Height
Weight Weight Weight
Remarks k Remarks Remarks

: : . : o
R o s : ] /o

=
x4
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Each time an individual enters his safe deposit box, he is'fequired
to sign an entry slip, (lllustration 2), shown below:

Hlustration 2

ENTRY SLIP

The undersigned lessee or authorized deputy desirus access to safe deposit box.

Signature
Lessee or Deputy
Booth No. Attended By Box No.
14-0007

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

order that the indjvidual’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 illustrated in subsequent paragraphs).
The information can also be used by an investigator to contradict a
target’s alibi as to his whereabouts during a key interrogation or by a
prosecutor during cross examination of a target at trial.

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

The record retention period for safe deposit box entries varies
among banks. However, many banks continue to retain the records well
beyond the scheduled destruction date due to the limited storage space
they ‘require and- the cost of manpower to meet record destruction

schedules. In-any event, the information should be obtained as quickly

as possible; as soon as a z‘arget‘/'s placed under financial investigation or
identified as a suspect on whom intelligence is to be gathered.

10
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The record of entries by the target into his safe deposit box, for
the purpose of this exercise, is shown in [llustration 3 below: {This
particular bank’s entry record form provides for a four year record,
however, only two years are illustrated below).

Hlustration 3
NAME OF
BOX NO. LESSEE
RECORD OF VISITS — SAFE, DEPOSIT
REMINGTON RAND 13t CAT. NO. 1-1321.2 Kp 28478
19 tyzfafafsfel7[slafw]tifaf3]a]is[10F4fl 67 ] 9[z0]2iTo2]23]oa] 257267 27 28 it
JA% IAN
FEB FEB
MAR MAR
APR APR
MAY MAY
JUNE % JUNE
JuLY JuLy
AUG AUG
SEPT P SEPT
ocr acT
oV NOV
{_5ec DEC
19259 11213 4 |51617 18[9 [10011]12]13 [ 14[15110F8 1617|1819 20|21 [22| 23|24 2526 2728 nlr
IAN JAN
FEB FEB 2
MAR MAR P
APR APR
MAY MAY LA
JUNE JKE |o” ' "
JuLy JULY
AUG AUG
SEPT SEPT
ocr ocT
HOV [
DEC DEC
tfzlalalstelzle]lolrojulz{1zluafs 16 f17 i {1g|e0]21|22]2at2a 2826|2728 air
11
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: Cher-kmg Account - ¥ f ‘23\“ , L " ) k {Hustration 5 shown below, is a copy of the, target s monthly bank
llustration 4, shown below, is a copy of the signature card relating . statement for the month of June, 1875, which was also obtained from

s - 1o the target’s checking account. This card, again, furnished the investi- : ~ the bank. (Copies of the statements showiny “year end"’ bank balances
gator with an exempiar of the target s handwriting as well as background L - for the years 1972 through 1975 were also ohtained for the purpose of -

information of interest:

- | R L ~ completing the net worth computations. While they afe not included
- Wastration 4 . ‘ . as lllustrations, théy show balances m the amounts of $300 $1100,
i " Ly ’ : o : $3600, and $4300 at the end of the years 1972 through 1975, respec-
PERSONAL DDA SiIGNATURE CARD : ' tively), :
v CJJOINT : ; R REE . Rt - ok
T3 INDIVIDUAL , : : ST L R : ]
ACCOUNT NUMBER S , . S

Please STAMP Bank Name Here

Account Name ’ ’ ; ‘ %
1 , | SEAL R
Account Name i i : i i » . .
2 ! SEAL K ; , " Mustration 5 J
Soclal Security Number o : : A
SEAL ' ; , ‘

I (we) the above-signed, have been provided with and have read the rules and regulations of . . . ) : NG _,
Bank governing this Account.and agree to be bound by the provisions thereof, and as they shall, P : . CHECK'NG, STATEMENT
from time to time, be amended by the Bank. - :

If two or more signatureés appear above, each. agregs that all moneys, checks and other
Instruments for payment of money at any time deposited In this account are and will be their

N+ S

joint property during thelr joint lives and upon the death of either of tht‘am the entire right, title c Bealnning Date Ending Date Account Symber : o " For Inf tion
and: Interest therein shall vest absolutely in the surivior; that at any time the bajance in thls . ) .. ' L I : | A * For Information
account shall be subject to withdrawal, transfer or other disposition, In whale or In part, by 6-2-75 6-30-75 OO—OQO-OOO 788~2823 Regarding Your Account
either 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, either of them, or the duly constituted attorney of : r- . S _l
eittier of them, shall be. full discharge to you for such payment, whether the other be-fiving, ; - : £ ‘
Incompetent or deceased; that you shal] be authorized to make payment In-accordance with the . ' ; TARGET: ' s
terms hereof, not wlthstandlng any notice or demand which may be given by or on.behalf of 1 : L
elther of them to the contrary. The Bank Js authorized to off-set the balance, without notice, ‘ l_ __l R
against the Indebtedness of any one or more of us to the Bank; and to send all statements, | . . : Y
notices and vouchers to the address from time to time furpished the Bank. - it
y . ‘We Have Added We Have Subtracted Resulting ; “ 3
- 1fems. Gk
Date Opened Opened by é\pprovad, Branch Balanca Lnst sta:emenz Number | DepositsTotallng | Number | Items j}'otallng g?‘rew:rl:: in A Balance Qf E:gl‘;sed ‘ \ -
C Yy : | P - T | oo prpy T Tarl o i
: ] ' '933 1g3 3 126150000 1C 126102100 L [ AV 1 4
Amount of Initial Deposit - |Tvpe of Deposit Reference Checked| C : L | 1263500 Lt . 1 L"l . 83 0 Ex ¥
. . ' : CK= Check DB % . Other Debts. . . CR =. Other Credits SC = Service Charge BA = BankAmerjcard Charge Wb
£s= List DP = Deposit Me = Miscellaneous Charge () = - Overdrawn Account BC = -Blua Chip Charge Wy
: ¥
?_F:LEASE PRINT : Date Checks/Debits Chiecks/Debits Deposlits/Gredits Balance ;
1 Home Address. City, State, Zip Code | Tetephone & Area Code | ; ‘ : . i
S ‘ P 6/6 200,00 400,00 - 1133.83
MAIL] Employer Position Yrs, there ’ 6 ", )
E]D Employer's Address City, State, ZIp Gode Telephone % Area ‘Code i 673 2 175.00 ‘1‘00.09 v éagg‘gg '
, o . BERe ; 6/12 90,00 1196883
Bank Reference Other Reference 6/13 - 410.00 ; 1858.83
g , : 6/16 ‘ 25000.00 | 26858,83  °
Account Number Type of Account Telephone Number ' 87 80,00 ‘ : ¢ : - 26778.83
~ 5 VAT S ‘ 2500000 : ‘ 1778483 ,
Street Address Street Address : : ] 6/20 18.00 . : : 1760.83 : IR |
’ . ‘ ‘ : 6423 - 93.00 ' TR IERERE RS : 1667.83. R .
City = State Zip Code ‘yCity State Zip Code - o 6/24 185,00 . ] . ].482:.‘83 ) - S
- . : L 6/26 ) 70,00 BT Lot : 1412.83 -
Personal 1.D. : ; <t : ‘ o ’ o : .
Driver's License Number State : g
Charge Account Number Type o R o e : : : : ~ : ' o

12




The bank. statemer;t dlscloses that the Target made k| $25 000
deposit on June 16, 1975, : @

A comparison of the dates of large deposns 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 depomt to his commercial™
bank account. : ,

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

*

Iilustration 6

CASH

——{CHECKING ACCOUNT DEPOSIT TICKET

NAME.

a$,000 |po

THRGET

DATE

alateli gl

TOTAL FROM OTHER SIDE

Checks and vihar ifeme

6—/6— 1976"‘ ;

TOTAL

25000

00

05

D

B | Less casH recewep
T

PO

25,000

00

"UIT OTHER SIDE FOR ADDITWENAL U

W0w0D0 M 09 bh BEA e

FAURE Ewedn PadEan ugerd iy

SHING

are received for deposit
subject to the Jerms ond
conditions of this bonk's
colluction agresment

“BE SURE EACH 17EM
1S PROPERLY ENDORSED

. . A &
A schedu/e, compar/ng the dates of large bank deposzts and wn‘h?
a’rawa/s as well as the date$ and amounts of all other large f/nanC/a/

transactions, with the dates. of entries into a target’s safe depOS/t box

should always be made Among other things, it assists the invest;gator
in establishing a possible pattern engaged in by a target in making
financial transactions and, as mentioned ear//er in this chapter, can be
used durmg the investigatory interrogation process as a psychological

tool to demonstrate how much the investigator already knows about the

target or during trial for a variety of purposes.
AHustration 5 also shows that $25,000 was wnthdrawn from the

~Target's bank account on June 18, 1975, ,
- The investigator obtained a microfilm copy of the Target s check o

from the bank, (see Hlustratlon 7 below).

vluustraﬁo‘n 7
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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 -

i

stamp or imprint on the face of a check to show that it was “cashed.”

The codes used by some of the major-banks in-principal geograph/c
areas are shown in Illustration 19, Chapter / V.

The next logical lnvestlgatlve step; in an attempt to trace the dis-
position of the $25, OOO is to examine the bank’s “cashier’s check”

records. A cashier’s check can be purchased from any bank in mostany

amount. The check s issued by the bank on its own funds and is s:gnea'
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by one of the bank s officers. At the t/me of purchase the bank inserts
the date and the name of the payee. L

Cashier’s checks are used frequently by ‘the racketeer and Wh/te
collar crime element in the mistaken belief that-their expendi tures may
escape detectjon since the name§ of the purchasers do not appear on
the face of the checks. Cash/er < 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 kiridi. ,

Cashier’s checks, of course, can be traced.qurchasers can be iden-

- tified. But only if the investigator is thorough, touches all bases, and
makes the necessary inguiries to. determine if a target has used the
cashier’s check technique 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 "“dajly proof sheet,”

‘:31
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 Hlustration 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). :

ST Y . MR

BANK “A” | 1- 59198

June 18, ;975 “zeo-

'Pg:égggw Stockbroker "A" $10,000.00!

| Ten Thousand and no/one-hundredths DorLars B

CASHIER’S CHECK -

ROSEQmO7500

"“"me"~ ‘

RE S o
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“Hlustration 8

Security Account

The endorsements on the back of each of the three checks show
that they were deposited at Bank “C'" in Washington, D. C., into the
acetunt of Stockbroker “A”, a nationwide stock and bqnd brokerage
firm:ivhich has an office in Washington, D. C. (See [llustration 8, above).

politan Police Department Intelligence 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 stat temient to the in-
vestigator. {June, 1975, was the only month to date tha‘w‘che account re-

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

in lllustration 9 on the following page. i

17

The investigator places-2 telephone call to a Washington Metro- -
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The signature card is.not illustrated in the handbook since itis

. ! ' : s\mllar in ‘most respects, to the checking account signature card shown - ’
N , % o o ie ln Illusfratlon 4. 1t, however, again offers the investigator an opportunity -
g " g §§ 2 ' g ‘ g ‘ ’ : to obtain a handwriting exemplar and to acquire other significant back-
PR 5878787 g | ground information about the Target. |
H ¥ (8.8 0 § The June statement (lltustration 9) furnishes the Investigator with b
§§ § i g § significant information. The statement is similar in many respects to a
A = g monthly bank statement and can be gasily analyzed. It is necessary to
R 1 . 8% 2 keep in mind only a few simple rules. These rules are explained in detail
:’é S. x gg f § § § in Chapter |V, Sources of Information. I
. : §§ g8 8 8 ¢ In this instance, the Target deposited a $10,000 check to his ac- :
I R 2 8 count with Stockbroker “A’" on June 19, 1875, (the first of the three L
: 5 8 cashier’s checks — ‘lllustration 8) which gave him a $10,000 “credit”
&l o o o : % balance in his account.
g gg%g il 22 3 c 8 The next entry reflects that the Target purchased 100 shares of :
i sis, g2l 8 8 8 c i the ABC Corporation on June 19, 1975, at $100 per share. His account
£ Ezgié I 2 2 was charged, (debited), accordingly. Since the Target had already placed T
%ﬁ gggsé g § § ‘::: $10,000 in his account, his ““balance is “0.” i
3 “jé g g @ The Target made two additional purchases as shown in lllustration
§§ § § n fi’m; ':mj 9; an additional 100 shares of ABC Corporation at $100 per share on [
¢ §mg o June 20, 1975, and 200 shares of DEF Corporation at $25 pershare on 5
§8§ June 23, 1975. The purchases were paid with the remaining two cash- {
§h.l§ ier's checks, L
3""@ The June statement does not reflect any sales of stock by the 4
z | b Target. -
3 g £ :i: For the purpose of this exercise it is assumed that the Target did
:% § ; 'g not engage in any other stock transactions during the years in question
N & 8 g 5 E and that the abaveksecurities were physically retained by the broker for
f; .§8 ? 3 ?::S. § § the Target. Further information regarding the impact on “net worth
\ ¢ EREREH E g and expenditures” and “source and application of funds” schedules, S
E 6\: .8 g ca:sed by the sale or delivery of securities to the Target is contained in ’5
X g: "g pages 33-34 in this Chapter.
; i Purchase of Automobil | | | ‘
" g % urcnase o atomobiies L B B ;?j”
3 %‘_‘ g8 8 8 : At an early stage of any criminal iﬁ&é&gfgatiom, an investigator 4
h °3 § ordinarily checks motor vehicle registration records to obtain an iden-
E'g L|aa88a8Q g tification of a Target's automobile. The investigator's interest shou/d be . :
8 g gleeeeee ¥ - enlarged to include the identification of the car dealer and a determina- °
tion of the cost of a target’s au:amob//es those of his girl fnend and
18 : -f , ‘ 19 ‘ 5 ’ ‘




the nature of the funds used to pay for them. It is not at all unusual to
discover that a target finances the purchase of his own automobile and
pays cash (usually currency}y for his girl friend’s automobile. His motiva-
tion may range from concealment of the latter purchase from his wife or
merely to impress his girl friend. In any event, appropriate employees
of automobile. dealers ‘(finance officers, salesmen, bodkkeepers, 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 ave unusual, they do occur, at most all automobile
dealers, and ususlly 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 El Dorado
and that the automobile is titled in the name of Bank “B". Inquiries
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 automobile loan as of the end
of 1975 ($3,000), the investigator made inquiries at the Cadillac agency
and learned that, in addition to purthezing his El Dorado, he a’so rur-
chased a Chevrolet Caprice Tor his girf friend. o ,

Copies of the invoices relative to the purchases of the El Dorado
and Caprice are shown in [llustrations 10 and 11 respectively, on the
foliowing pages. '

20
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lilustration 10

CAR INVOICH
——— Y ’
CADILLAC COMPANY
~N& 06488
CADtLLAC
DESCRIPTION TERMS OF TIME CONTRACT
DATE March 10, 1975 " OF MOTOR VEHICLE ) :
: FINANCE COMPANY
S0LD TO CAD v+ ELDORADO
TARGET e PAYMENTS OF §
YEAR 1975
MOTOR NuMBeER - CBO9671 EACH PAYABLE ON THE DAY
sertAL numeer  GBR3BBBO OF EACH. MONTH BEGINNING
P SUMMARY OF INSURANCE COVERAGE
4| MooEL ELDORADO "r Lot “Arie's ® 5 TERM
sooy sTyLe -Tudor Therr$ - NONE TERM
IGN. KEY : COMPREHENSIVE $ TERM
SHONK KEY Same 6168072 COLLISION-UPSET § TERM
P.O, & P,L. S TERM
NEW. GRPERY COMPANY « BROKER — AGEAT
SALFSMAN TELEPHONE CAR T 1973 '
N RTRADED 1973 Chev N/a
OPTIONAL EQUIPMENT AND ACCESSORIES™ BASIC PRICE OF CAR
DESCRIPTION PRACE TRANSPORTATION
OPTIONAL EQUIPMENT AND ACCESSORIES 13,;500.00
ALL OTHER CHARGES S
TITLE OR SALES TAX Tneluded
INSPECTION FEE 1 in purchase
Included in purchase prics gggﬁ;fégg%?;né price
HOTARIAL AND RECORDING FEES
OTHER (ITEMIZE) ) S
CASH SALE PRICE 13,500.00
DEPOSIT 5,000,
CASH ON DELIVERY i
TRADE-IN ALLOWANCE e
TOTAL CASH PRICE BALANCE 6,000,00..
TOTAL ({OST OF INSURANCE ~0=
CREDITOR’S LIFE INSURANCE =0
AMOUNT OF FINANCE -CHARGE I
TOTAL TIME PRICE BALANCE DUE" ‘Bank 6 - :
FROM THE PURCHASER npn 5000, 00
NO LIABILITY INSURANCE INCLUDED
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[lustration 11

CAR INVOICE

ﬁ/’

CAGILLAC

CADILLAC COMPANY

06488

DATE March 10, 1975|

soLD To . MAKE

Target's Girl Friengd

~ OF MOTOR VEHICLE

YEAR
MOTOR NuMBER - G7057689
SERIAL NUMBER ' S4T.50657864

MODEL

DESCRIPTION

FINANCE COMPANY
Chev - Caprice
1975

EACH PAYABLE ON THE
OF EACH MONTH BEGINNING

- TERMS OF TIME CONTRACT

DAY

Caprice FIRE §

ooy stvLe . Tudor ' meer s NONE

1ON. KEY  gope 47689736

“TRUNK KEY

COMPREHENSIVE §
COLLISION~UPSET $

“[SUMMARY OF INSURANCE COVERAGE

TERM
TERM
TERM
TERM

P.0. & P.L.S TERM
) NEW ORUREY COMPANY — BROKER — AGENT
ESMAN TELEFHONE 1 .
CAR TRADED None N/A
OPTIONAL EQUIPMENT AND ACCESSORIES BASIC PRICE OF CAR
DESCRIFTION PRICE TRANSPORTATION
) OPTIONAL EQUIPMENT AND ACCESSORIES 6,500,00
ALL OTHER CHARGES
TITLE OR SALES TAX Included
R s S
) REGISTRATION FEE price
Included in purchase price ROTARIAL ARD RECORDING FEES
OTHER {ITEMIZE) :
CASH SALE PRICE 6,500,
DEPOSIT
CASH ON DELIVERY 6,500,
TRADE-IN ALLOWANCE | =0
TOTAL CASH PRICE BALANCE -0
TOTAL COST OF INSURANCE =-0=-
CREDITOR’S LIFE INSURANCE =0~

AMOUNT OF FINANCE CHARGE
TOTAL TIME PRICE BALANCE DUE

FROM THE PURCHASER

e ey O T SR G T

NO LIABILITY INSURANCE INCLUDED
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The first invoice shows t'/‘hat the Target paid $13,500 for the El
Derado; received a trade-in alldwance of $2,500 for his 1973 Chevrolet,
(which he had also purckhased 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 pald $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 :dentlﬂed by the investigator as the Target’s girl
friend.

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

it

Savings Account

Since the ‘Targést's account reflected only nominal activity, the -
investigator made a transcript of the dates and amounts of all deposits
as well as noting year end balances for the purposé 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. B

Cashier’s Checks — Bank “B”

After obtainingy 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 Ied to sngmﬁcant
ﬁnanmal transactlons as follows

Travelers Cheques

The first of the two checks, in the amount of $20,000, was pur- |
chased on September 15, 1974, and was made payable to and endorsed

- by Bank "A”, the bank referred to on Pages 7-16 where the Target

maintained his safe depdsit box and checking-account. Inquiries at Bank
"A" revealed that the Target used the proceeds of the cashier’s check
to purchase American Express Travélers Chequea in the amount of -

e
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$20,000 (200 checks of $100 denominatiari). (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 contamed
on the bank’s retamed copy of the sales record, (Hlustration 12, below):

lilustration 12

PURCHASERY  APPLICATION

S
QUAR (i) AMOUNT e e S
[+]
$16 .
¥
§284
$50
o PURCHASER'S NAME & HOME ADDEESS (PRINT IN FULL)
: FIRST NAME MIDDLE INITIAL. LAST NAME
. Lsi mMlazgcyray 2
A 20 6004 . i
HOME ADDRESS
$500
i CITY, STATE, T\f? CQDE
| 20, _ooag0| G-v5 V7¥# ,
CHARGE 1% 200.00 M}AWE PURCHASER AGREES 1O TERMS AND CONDITIONS ON KEVERSE SIDE,
GRAHD TOTAL A8 200,00 SELLER'S COPY FOR RECORD. SEGRE®

The investigator obtained copies of the cancelled travelers cheques
from the American Express Company. (Further information on hdw to
obtain copies of redeemed travelers cheques, record retention periods,
etc., is contained in Chapter 1V, Sources of Information). | v

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 appeating on the reverse side and the dates that

they were negotiated: The transcript confirmed intelligence obtained
from'other»sourceg 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
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inthe. Fafl of 1974. The nature of the’expenditu,r‘es ranged from‘,eirline,

ticrket's, expensive hotel bills and restaurants, to-purchases at avariety of
boutiques. These expenditures, all of which represent personal living

expenses, are taken into account in the “net worth and expenditures”
and ’ source and application of funds computatlons on pages 28- 30
of this chapter

Fur Coat ;
The second cashier’s check, in the amount of$5,000,was purchased

on March 21, 1975, The endorsement was made by an exclusive Furrier.
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 coat at the
request of the Target.

Diamond Ring R

‘The investigator contacted a representative of the insurance com-
pany referred to in the preceding paragraph and learned, not only that
insurance was still in force on the mink coat, (which proves continued
ownership for the purposes outlined on pages 33-34), but also that the
Target has insured a man's two karat diamond ring for $5,000, effective

May 23, 1975, and that the policy was still in effect. He also advised the

investigator that the appralsal was prepared by Jewelry Store “A”. The
tnvestlgator subsequently contacted the owner of Jewelry Store “A,
a small but exclusive operation specializing‘in custorn design jewelry.
The owner eonfirmed that he sold the Target a $5,000 diamond ring

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

quently checked the date of payment with his transcript of safe deposit

box entries and, again, noticed the correlation between the date of
entry and the date of payment

Condnm’inium Apartment

~ An examination of Bank ngts morytgage'loan‘rec‘ords 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,D(350 from Bank “B". A copy of the Target’s mortgage loan payment
recordt obtained from Bank "“B”, shows that the mortgage loan balances
on December 31, 1973, 1974 and 1975 were $37,500, $27,500 and
$17,500 respectively. The loan records disclosed, in addition to making
the required monthly payments of $450, (an expenditure wholly in-
consistent with the Target's alleged sole source of income from his
furniture store), he made additional principal paynﬁents on the mortgage
of $1,750, $8,500 and $8,000.in 1973, 1974, and 1975, respectively.

In 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 examinét/on of the County land records, which are open to
examination by the public, would have disclosed not only the date and
description of the property pUrchased by the Target, but the purchase
price and the name of the lender as well. The purchase price can easily
be determined by the investigator by noting the amount of “grantors’
tax” or “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 $1.25 per $1,000 of the purchase price. The name of the
lender would be included in the body of the deed of trust “note,” a
copy of which is also in the file.

Examination of county land records should be roUz‘inely 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 involved in an illegal
activity not reflected by his known sources of income.

While the names of the various records and the types of filing

~ systems vary from state to state, they are not difficult to examine and, )
in -all 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 shi)w a

transfer of the property out of the name of the Target as of,Dec‘eEnber’ ‘
31, 1975, and (2) the fact that the mortgage loan is being paid timely

; and has an existing balance as of December 31, 1975.
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 Results of Inquiries to Date

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

Investigative Technique,” that it appears to the investigator that a “tegt

check” of results should be made, it can be accomplished by usir{g‘
either of two basic formats as explained in Chapter II. Both formats are

illustrated on the following pages and reflect merely an arithmetical-

summary of the evidence of expenditures made by the Target.

~ Source and 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 cn 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).
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I Net Worth and Expenditures Computation, ‘ ' =
There are few, if any significant variations in describing the title

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

ally the same.

X { While its use is rather common it is sometlmes consxdered more -

\ o , : S : . [ difficult to explain. However, as indicated earlier ina ‘discussion of the

; format of the Source and Application of Funds Statement and in

*  Chapter 11, the investigator shouild use whichever computatmn and

format is, in his judgement most easily understood

- ' ' i ; The Net W "th and Expenduures Statement Format is |IIustrated'
B ‘ , BN ' ‘ : on the following page {lilustration 14). ' S .
’ SOURCE AND APPLICATION OF FUNDS o
FUNDS AFPLIED; . 1973 1974 1975 Page No. . :
Increase in Checking Account Balance & 800 $2500 ¢ 700 13
Increase in Savings Account Balance 1,900 5,300 1,800 23
Down Payment on Apartment 25,000 . 2528 ; . : = .
Purchase of Securities: i ‘ = :
ABC ~ © 20,000  16-19 :
DEF ) 5,000 16-19
Purchase of Cadillac (Down Payment) - : 5,000 19-23
Purchase of Chevrolet 6,500 .. -19-23 : : L k
Purchase of Diamond Ring 5000 25 J : ' ‘ L , : L
Purchase of Fur Coat : 5,000 25 i ‘ Ty o ; &l
Purchase of Travelers Cheques , . 20,000 : 23-24 : ‘ ‘ e : T g
Reduction of Mortgage on Apartment 2,500 10,000 10,000 25-26 ;
Reduction of Loan on Cadillac - 3,000 20 5
TOTAL FUNDS APPLIED . $30,200 $37,800 $62,000 ) :
SOURCE OF FUNDS: ' ' g , R e ‘ ‘ e
Income from Furniture Store $16,250 $11,750 $14,375 7 : : o s |
INCOME FROM UNIDENTIFIED :
SOURCES : $13,950  $26,050 = $47,625
) - 7y

Hlustration 13
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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
NET WORTH AND EXPENDITURES COMPUTATION - omputatio penaliure and |
, sources of income in any of the years in question are nominal, However, :
ASSETS 12/31/72_ 12/31/73  12/31/74_  12/31/75  Page No. E if the excess of expenditures in each of the years in question is sufficient . P
Checking Accolnt — Bank A $ 300 $ 1,700 $3600 $ 4,300 13 to clearly demonstrate a pattern of expenditures well beyond the Tar-
Savings Account — Bank B 200 2,100 7,400 9,200 23 e lami ~ . : ’ 4
Condominium Apartment 65.000 65,000 65,000 9596 get's legitimate sources of income, there is no need to expend-additional S
gurmitl..lte Store - Capital Investment 15,000 15,000 15,000 18,000 7 N investigative iime to prove additional expenditures of this nature. .
ecurities: ‘s § . o T P
200 Shares ABC 20,000 1619 : A principal source of information to prove additional living ex-
Auti‘ﬂoi?g:s DEF 5000 1619 penses is the several hational credit card companies which have grown
1973 Chevrolet 4,500 4,500 - 4,500 -0- 1923 . immensely in recent years. One of these companies, Bank Ameticard, ik
1976 Cadillac 13,500 1923 | ; . o
1976 Chevrolet , ~ 6,500 19.23 ; \ was mentioned bnerﬂy in the opening pages of this chapter. As of the . B
Diamond Ring 5000 25 SR end of the first quarter of 1976, Bank Americard listed 7,058 participa-
TOTAL ASSETS 20,00 87,700 - $95,500 43, .
_ $ 0. %877 ¥ $143,500 : ting banks and 1.8 million cardholders second only to Master Charge
LIABILITIES : ' : , who listed 7,483 participating banks and 37.4 million cardholders.
xortgag%_(l?oridominium Apt. $37,500. - $27,500 $1g.ggg 33-26 : Further information concerning Bank Americard ‘and other similar S
utomobile Loan A . e e, ] : - c Coa
TOTAL LIABILITIES o $37,500  $27500  $20.500 companies is contained in Chapter 1V, Sources of Irrformation.
Net Worth $20,000 $50,200°  $68,000  $123,000 : Impact of Cash on Hand on Computations -
Less Net Worth Prior Year ) : 20,000 50,200 68,000 . i : .
Increase in Nat Worth $30,200  $17.800 $ 55,000 ‘ In computing the amount of income derived by the Target from
' ‘ explained sources in the examples shown on pages 28 & 30,three fac-
Add: Identified Personal Expensés; g ,un P d . . P L N Fag T f
Loss on Trade in of 1973 Chevrolet : $° 2,000 1923 ‘ - tors, cash on hand, gifts or inheritances and loans were intentional-
fravelars Chacks $20,000 soog a2k Iy not taken into account, Their impact can best be explained at this
TOTAL EXPENDITURES $30,200  $37,800 = $ 62,000 : stage of the practical exercise after the computation has been completed.
Ineqme from Furniture Store 16,280 11,750 14875 7 , There are, primarily, only four explanations that can be made by A
INCOME FROM UNIDENTIFIED SOURCES $13,950. . $26,050° § 47,625 : 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
tHlustration 14 ; income from his legitimate sources were made with cash accumulated in
Additional Living Expenses ‘ ; : , and retained from prior years. He can also allege that he received gifts
. ; . . of cash from friends. He can further allege that he borrowed cash from:
Other living expenses, such as food, medical care, clothing,
' friends and that said loans remain unpaid. Or, he can claim Lhat he in- s

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 lllustrated in: the practxcal

exercise.

herited cash or other property which he converted to cash. “
These dttempts to explain away eviderce of other saurces of in-
come are not difficult to dlsprove because the explanateons are usually-
false. I the explanations are, in fact, false, the Target is hterally 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 o
evidence to substantiate his claims. For example, if he placed the funds
in his checking or savings accounts, or if he received cashier’s checksor = ,
securities, orjewelry which he later converted to cash, etc., there would o
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

~ allegedly received cash gifts or loans (probably othersengaged in illegal

gctivities) he subjects them to the same :{Qves-tigative 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 emphesis 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,
enabiing-an investigator to check out the validity of such claims.

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

For example, while making inquiries at the banks the investigator
should have routinely requested copies of financial statements submitted
to them by the Target. These statements, which vary in form, and are
universally required when applying for a loan, require the applicant to
list his cash holdings as well as cash in banks and other assets. 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.

The 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 questioning the Target as to the dates on which he received

gifts, inheritances or loans, and whiere he placed the funds for safekeep-

ing, it may well be shown thatthe Target did not enter his safe deposit
on the dates or even near the dates that he claimed to have received the
cash. '

There are other types of information available to negate any at-
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tempts to explain away the source of funds used to make the expendi-
tures referred to in the exercise by alleging the existence of an accumu-
lation of cash from prior years. They include public records disclosing
judgements arising from non payment of debts, a poor work record,
nominal living standards, testimony of relatives, girl friends, etc.

The principle point to keep in mind is that during the interroga-
tion process, when the Target is confronted with the evidence of his
inordinate expenditures,

1. He has been surprised. He is faced with the reahty that the
mvestlgator knows he is spending substantially more funds than ne can
account for from legitimate sources. ¢

2. He is trying to avoid incriminatory statements that will dis-
close his fencing activities.

3. His attempts to explain away the expenditures are, in all pro-
bability, a complete fabrication, hastily and, as a result, poorly con-
ceived, and

4. As he attempts to make plausible explanatlons he becomes

even more “‘off balance’” and is more vulnerable to the application of -

skilled interrogation techniques designed to bring out the Target's
fencing activities, which is, after all, the primary objective of the ap-
plication of the “Seventh Basic Investigative Technique.”
Continued Ownership of Assets ‘

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 computatlon or retained the
asset throughout the years in questlon :

For example if the Target, inthe “exercise in Chapter 111, sold an

asset during any of the years in questlon, he would have funds available
to make other expenditures. If the investigator gathers evidenge 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,

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

chased in June, 1975, and used the $5,000.€0 proceeds to buy a dia-
mor‘d 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 tﬁat‘the Target still owned the :

DEF stock at the end of the year, and purchased the diamond ring 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 ownership of the stocks was assumed. However, if the
Target had taken delivery of the stocks, other evidence of continued
ownership (or sale} would have had to be obtained by the investigator.
The best sources of information would be the appropriate corporations’
transfer agent, usually a bank. The transfer agent maintains amrec,ord
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
gither the Corporation, Moodys or Standard and Poor’s.

Continued ownership of the other assets referred toin Chapter 11}
has already been commented. on in the appropriate paragraphs in
Chapter 111, i.e., Automobiles, Page 23, Fur Coat and Diamond Ring,
Page 25 and Condominium Apartment, Page 26. ‘

- Summary

While, during the course of the preceding exercise, the Target may
appear to have undergone a series of whoily unnecessary manipulations
of cash, they were not at all unusual. The transactions reflect the actions
of an individual who is attempting to conceal the nature of his financial
activities, hoping to avoid leaving a trail. They constitute the actions of
a guilt ridden individual, taken primarily to hide the proceeds of his
illegal activities. The very nature of their circuitous route, once dis-
covered by the investigator, can, among other thmqs contribute signi-
ficantly to asuccessful interrogation.

The degree to which the computations should be perfected should
depend on the manner in which the information is to be utilized. 1F its
use is to, initially, be limited to interrogation of a target, there is no
need to tie down every Joose 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,
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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 so, since basic instruction in this area, as well as all
other basic investigative techniques, are included in the curricula of most
law enforcement training academies. In addition, most, if not all, in-
vestigators have had considerable experience in cultlvatmg a broad
variety of information sources.

The sources of mformatlon 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 traclng financial -

transactions ‘have already been explained in Chapter [11 during the de-
velopment of the practicai exercise and will not be repeated in this
chapter. Only those sources of information which require further ex-

" planation will be discussed herein. They relate, primarily, to bank re-’

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

Authority to Obtain Information

During the course of presenting investigative accounting tech-
niques to literally thousands of state and local criminal investigators at
organized crime seminars throughout the United States the author has
encountered, during the early stages of his presentations, not a reluc-
tance to apply the suggested technigues, but sincere questions chalieng-
ing the ability ¢ *he right of criminal investigators to obtain informa-

tion from bank. 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 nllustrated in
Chapter 111, and more.

A considerable part of the ev:dence necessary to make the com-
putations illustrated in Chapter 111, is readily available to criminal in-
vestigators, either from public records, such as those located in county
courthouses, or, under certam cxrcumvtances from city, county, state

arzd 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 mdependently 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 ofien re-
ferred to as “street’”” sources, whose credibility is so often found to be
highly questionable. A

Criminal investigators shouid broaden the scope of this powerful
investigative technique and develop informants and cooperative indivi-
duals among the white collar groups who may have knowledge of .a
target’s financial activities, as well as among the white collar criminal’s
associates. |n other words, develop sources of information among those
individuals in the financial community where the profits from a targets
illegal activities are actually expended. Keep in mind that one of the
most important keys to solvin‘g crimes, motivated by a greed for money,
lies with the development of evidence of the disposition of the fruits of
the crime . ..... money. 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 commitim_gm
crimes as well. The criminal investigator, therefore, literally has his foot
in the door in creating a cooperative relationship with the business
_community. \ : :

In developing sources  of information within the financial com-

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

duct, to ensure that Federal, state and local statutes are not violated,
as those employed in developing information from all other sources.
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BANK RECORDS

A cursory review of the practical exerciseé in Chapter |I1 clearly
shows that one of the most important sources of information, necessary
to successfully employ the Seventh Basic Investigative Technique, is the
nation’s banks. ,

The purpose of the foliowing paragraphs, therefore; is to familiarize
criminal investigators with certain bank records in greater detail than
previously explained in Chapter |1

Internal Bookkeeping Procedures

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

handbook, to explain to criminal investigators the intricacies of internalv

banking bookkeeping procedures. 1t would be |mpract|ca| detrar‘t from
the objectives of the handbook, and would serve no usefut pu rpose
Internal banking record keeping practices and procedures are not
‘only complex, but are changing constantly, due, primarily, to the further
sophistication of computer techinology, The nation’s banks are moving
steadily toward an “‘electronic funds transfer” system which will elimi-
nate the use of checks. Such a system would automatically transfer

money from the account 6f a purchaser to the account.of a seller. T he

familiar “paper trails’ would, accordingly, disappear. These and G’Ather
electronic innovations would make any attempt to explain mtern‘nl re-

cord keeping procedures of banks obsolete by the time the handbook

is printed.

Retentlon of Records

Of greater importance to the crlmmal lnvestxgator than the elec-

tronic advances being made by banks in keeping records is the know-
ledge and assurance that they do not need to familiarize themselves

with intricate internal record keeping procedures of banks in. order to

obtain the types of lnformatlon necessary to their mvestlgatlons 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 Titles | and 11 of Federal Public Law 91-508, the
Financial Record Keeping and Currency and Forelgn 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 mclude
1. Smnature cards
2, Stakments ‘ledger cards or other records dlsclosmg all trans-
- actions; i.e., deposits and withdrawals. B
3. Copies of customers’ checks, bank drafts, money orders,
’ Cashier’s checks drawn on the‘ba‘nk,,or" issued and payable ‘by
it ‘
_ In addltlon banks must retam for a two- year perlod all records
necessary to: '
- 1. Reconstruct a customer'’s checkmg account The records must
include copies of customer’s deposrt tickets.
2. Trace and supply i descrlptlon of a check deposnted to. a
customer’s checking account.

All of the above requirements apply only to checks wntten 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 i in amounts of less than $100. 00,
rather than sort out their -records into two categories. Therefore, if a

particular transaction of less than $100.00 appears to be of particular,

interest to an investigator, there is a strong likelihood that the neces-
~sary records to identify the transaction are, in fact, available.
The regulations further provide that whatever system banks use to

-photocopy or microfiim 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 avarlable upon request wrthln
a “reasonable perlod of time.”

Public Law 91-508 prowdes for crvrl and/or crlmmal penaltles for

willful vrolatlons of the law or the regulations summarlzed in part
above. ‘ ,
Detailed mformatron concernmg Publnc Law91 508 can be obtained

by requesting from the U. S. Department of The Treasury, a publica-
tion prepared by the Office of the General Counsel and issued in June;
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Recognizing “Cashed”” Checks ‘ ,
-As stated in Chapter [1, all banks use a series of codes or symbols :

" to indicate on the face of a check the nature of its- dlsposmon of

partlcular interest to the police investigator are those checks either

drawn on a target's checking account or recerved by a target from

others which have been cashed. ‘
lllustration 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..

lIIustratlon 15

i
\~\°\e‘(<\°p\ @)
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R PR
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VRL 67216 06T 4 1,00000-18

1972, entitled “Currency and Foreign Transactlons Reportmq Act —
Statute, Reguiations, and Forms."” :

Requests should be addressed to the Deputy Assistant Secretary '

(Enforcement) The Department of the. Treasury, Washmgton D.C.,
20220.
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Other examples of * cashed” codes used by banks are.shown in
{lustration 16 below: {In each instance the codes are stamped on the
face of checks.)

~ lliustration 16
" BANK S . o
IDENTIFICATION ‘ = SR
' TELLER IDENTIFICATION -
- BANK IDENTIFICATION

_TELLER
IDENTIFICATION

.33 < BRANCH IDENTIFICATION

B/A=<-BANK OF AMERICA

111 =-"CASHED" CODE

e
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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 approb‘ria’te local inguiries. -

.Bank Identification Symbols

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 Amierican
Banker's Association and are usually referred to as the “ABA Transit
Number See [Hlustration 17 below: ‘

Hlustration 17
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The “ABA Transit Number" ldentsfluatlon Code is aflustrated be-

low: (Hlustratxon 18)

ldentifies the

city or state
1-49 — city
50-99 — state

e

!

|dentifies the
" Federal Reserve
District

{numbers 1 through 12}

\\\‘

-

£

S

_) Identifies L

6-9

'm\/——-\

Distinguishes
between
Head Office
or
Branch Office
o of

" Federal Reserve District

“ 1~ Head QOffice
2.5 — Branch Offices

;

IHfustration 18

the bank

1-6 —

;. Qe

-

—immediate credit

Deferred credit

Identifies the state in
“which the drawer
bank is located

— Spegial collection .
~arrangements

A complete listing of the ABA Numerlcal System Identlflcatlon »~ )
_ Code is contained on the followmg two pages. (Illustrat;on 19) :

i
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JHustration 19

THE NUMERICAL SYSTEM
of The Arnerican 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 Islands.

Prefix Numbers 60 to 69 are Southeastern States.

Prefix Numbers 70 to 79 are Central States.

Prefix Numbers 80 to 88 are Southwestern States,

Prefix Numbers 90 to 99 are Western States.

Prefix Numbers of Cities in Numerical Order

1. New York, N.Y. 18. -Kansas City, Mo, 35, ‘Houston, Texas
2. Chicago, . '19. Seattle, Wash. 36.  St. Joseph, Mo.
3. Philadelphia, Pa. 20.» iIndianapolis, ind. 37. FortWorth, Texas
4, St. Louis; Mo. ~ 21.- Louisville, Ky. 38. Savannah, Ga,
‘5, 'Boston, Mass. 22, St. Paul, Minn. 39. Oklahoma City, Okla.
6.. Cleveland, Ohio 23. Denver, Colo. 40, Wichita, Kan.
7. Baltimore, Md. 24, Portland, Ore, 41. Sioux City, lowa
8. Pittsburgh, Pa. 25. Columbus, Ohio 42, Pueblo, Colo,
9. Detroit, Mich. 26. ‘Memphis, Tenn. 43, Lincoln, Nela,
10. Buffalo, N. Y. 27. Omaha, Neb. , 44, -Topeka, Kan.
11. San Francisco, Calif. ©=  28. Spokane, Wash. 45, . Dubuque, lowa
12. Milwaukee, Wis. 29. ‘Albany, N. Y. 46. . Galveston, Texas
13. Cincinnati, Ohio 30. San Antonio, Texas 47." Cedar Rapids, lowa
14, New.Orleans, La. 31.  Salt Lake City, Utah 48.. Waco, Texas
15. Washington, D. C. 32. Dallas, Texas 49. Muskogee, Okla.
16. ' Los Angeles, Calif. 33. Des Moines, lowa
17. Minneapolis, Minn. 34. Tacoma, Wash.
Prefix Numbers of States in Numerical Order

50.. New York 64. Georgia 82. Colorado
51. Connecticut- . 65, Maryland 83., Kansas
52. 'Maine : 66. North Carolina 84. Louisiana
83, - Massachusetts 67. South Carolina 85. Mississippi
54, New Hampshire 68. Virginia ' 86. Oklahoma
55, Newlersey . 69. *West Virginia 87. Tennessee
56. Ohio 70.  llinois . 88. Texas
57. Rhode Island 71. Indiana 89 .
68.. Vermont 72. lowa 90. California
59. Alaska, American 73.  Kentucky 91.- Arizona’

Samoa, Guam; 74. Michigan - .92, Idaho

Hawaii, Puerto 75. Minnesota 93, Montana

Rico & Virgin 76. Nebraska ' 94. Nevada

Islands’ 77. North Dakota 95, New Mexico
60. Pennsylvania 78. . South Dakota 96.. Oregon
61. Alabama 79.- Wisconsin .- 297, Utah
62. Delaware’ 80.  Missour] ‘ 98. Washington

63. Florida ' 81. Arkansas - 99, Wyoming
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{ilustration 19

ROUTING SYMBOLS (!N 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
ROUTING SYMBOL OF THE FEDERAL RESERVE BANK OR BRANCH

FEDERAL RESERVE BANKS
AND BRANCHES

1. Federal Reserve Bank of Boston
Head Office .

2. Federal Reserve Bank of New
.~ York Head Office

Buffalo Branch

3. Federal Reserve Bank of
" Philadelphia Head Office

4, Federal Reserve Bank of
‘Cleveland Head Office

Cincinnati Branch
Pittsburgh Branch

5, Federal Reserve Bank of
Richmond Head Office

" Baltimore Branch
Charlotte Branch

6. Federal Reserve Bank of
Atlanta Head Office

Birmingham EBran‘ch ‘
Jacksonville Branch
Nashvitle Branch

N\iew Orleans Branch
)

7. Federal Reserve Bank of -
Chicago Head Office

Detroit Branch

5—1
110

1-120
210

1026

- 220

8. Federal Reserve Bank of
St. Louis Head Office
Little Rock Branch
Louisville Branch :
Memphis Branch
9. Federal Reserve Bank of
Minneapolis Head Office
Helena Branch
10, Federal Reserve Bank of
Kansas City Head Office
Denver Branch - :
Oklahoma City Branch
Omaha:Branch
11, Federal Reserve Banis of
Dallas Head Office
El Paso Branch

Houston Branch

San Antonio Branch

12.‘ Federal Reserve Bank of , :
- -San Francisco Head Office

Los Angeles Branch -
Portland Branch
Salt Lake City Branch ‘ :

Seattle Branch
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NATIONAL CREDIT CARDS

Bank Americard

In the opening paragraph of the “investigative Steps” section of
Chapter 1[I, 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,” |t 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 additional evidence of living expenses is needed,
one of the best sources of information is Bank Amencard 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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{lfustration 20 below is a sample monthly statement issued to card

holders by Bank Americard.
MNlustration 20
== BANKAMERICARD STATEMENT NOTICE: SEE HEVERSE $SIDE FOR IMPORTANT INFORMATION
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NOVICE= SEE ACTOMPANYING STAYEMENT FOR IMPORTANT INFORMATION
REGARDING YOUR RILHTS TO RISPUTE BILLING ERROAS
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The first four digits of the account number located in the upper
left hand corner:of the statement identify the name of the member
bank. The statement clearly shows the potential value of this source
of information, not only to prove expenditures for the purpose of
making the computations demonstrated in Chapter [, but as a general
source of leads, target contacts, whereabouts on given dates, etc.

Master Charge |
Records off purchases made by Master Charge Credit Card holders
are also retained on microfilm by participating banks. The record reten-
tion period varies accordtng to the record retentlon policies of said
hanks. ‘
As stated in the above paragraphs relating to Bank Amencard re-
cord storage facilities are maintained by each of the member banks.

‘Therefore, it would be impractical to attempt 10 inciude 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. It will replace the present system in which copies of charge tags 28

are returned to. customers.

a5

el S, — DEECRIPTION GF CHARGES AND GREDITS 1 amount | mwusa resiomees |
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American Express

Records of purchases made by Ameyican 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 lssued by Bank
Americard,

TRAVELERS CHEQUES

y

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 serfally 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 Plazg,
New: York, New York 10004,

Citibank of New York

Cancelled Citibank travelers cheques are also filed, serially, by date
of redemption, rathar 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

Caricelled 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 directeC to the Bank of America Check
Corporatlon Attention: Clalms Department Flfth Floor, 1 — Powell
Street, San Francisco, California 94102 :

Analyzing Customer Security Account Statement§

The followmq rules are appllcable in analyzmg a target’s security

-account statement.

Illustratlon 9, orlgmally referred toin 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 he 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’dccount.
When a target sells stock there would be entries in all of the fol-
lowing columnst
1.: “'Sold or Delivered’’ column

2 "Descrlptlon column, where the name of the security would

be listed.
3. "Price or Symbol” column, where the sales pnce per share
would be listed.

4, “Credit” column, the proceeds from the sales credlted to the T

Target's account,

When a target purchases stock he has the option of taking "‘de-
livery” of the certrfrcates from the broker or leaving them in the broker’s
custody. /;" - » &

If he r:akes delivery of the certificates the number of shates would
be noted in the “Sold or Delivered”’ column and the date column would
show the date of delivery. In addition there would be ho 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 target is in what is com-
monly re'fe‘rred 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 bemg held

for the target.
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- __ i , ~ CHAPTER V .

Summatry

b The law enforcement profession has been literally inundated over
the past several years with so-called advanced training prograrns, semi-
nars, etc., sponsored by Federal, state and local agencies, private indus-
' try, foundat:ons etc., at which instructors, introduced as highly ex-
~ perienced £ 5 erts in the field of surveillance, undercover techniques,
i mterrogatlon and other criminal justice sub)ects, proceed to offer to
their “students’’ a course of instruction that, on occasion, has been 50
basic that their preseritations are received with laughter and, at ﬁmeé,_
outright indignation. :

This author has attempted to avoid such a mlstake 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 o* :several years has made it
patently clear that (1) basic criminal mvestlgatuve 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 {,
criminal investigators at all levels of government have already acquired
considerable experience in the application of criminal investigation
techniques; in many cases, far beyond that of some of the so-called

"expert’ instructors.

Therefore, what the author is suggesting is that criminal investiga-
tors no fonger 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
mterrogatmn process, therefore, where the technique may enhance re-
sults, criminal investigators should develop a line of questioning with
which they are personally comfortable, using all of the psychological
approaches that they have already mastered over the years, ‘but rede-
signed to confront targets with the fact that they have been spending
money at a rate far in excess of the funds available to them from legm-
mate sources year, after year, after year.. ‘

If a target breaks, then perhaps the seventh technique will have
contnbufed'&)thesuccessofthelntmwogaﬂon ifanlntenoganonfaﬂs:
the investigative efforts will not have been in vain. The information
gathered relatmg to a target’s financial transactions should automatically
go into the department’s mtelhgence system, and where approprlate,y"

i
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O _should be dlssemmated to cooperating law enforcement information
/networks The information may, as a result, lead to the detection of

other crimes, ldentlfy havens where a target may be hiding assets, or
lead to the 1dent|f|catnon or Iocatlon of assets for restitution or collec-

_ tion of fines.

Some of the information may become the missing link in a future
lnvestlga‘tnon of atarget or an investigation of one or more of hi$ asso-

ciates. Its avaltabmty 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. - o TE

‘The mvestugatlve C‘Os“ epts outlined in this handbook are certainly
no panacea in solvmg_ 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 Investlgatlve Techmgu
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 lnvestigative Technigue can play, at least,

some small pai"‘t in achieving our mutual objective.
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