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State of Nefu Jersey

DEPARTMENT OF LAw AND PUBUC SAFETY
OFFCE OF THE ATTORNEY (GENERAL _
HRISTINE TODD WHITMAN P.O. Box 080 PETER VERNIERO
Governor Trenton, NJ 08625-0080 Attorney General
(609) 292-4925

September 1998

Honorable Christine Todd Whitman
Governor

State House

CN 001

Trenton, New Jersey 08625

Re: Report on Money Laundering

Dear Governor Whitman:

I am pleased to forward to you this Report by the Attorney General’s Money
Laundering Working Group.

As you requested, the Report contains recommendations to improve the
, current system for investigating and prosecuting money laundering cases.
Specifically, we outline a comprehensive plan, including legislative proposals, that
can be implemented at the state and county level that would significantly enhance
our ability to identify and prosecute money launderers in New Jersey. Although
law enforcement continues to focus on this subject area as a statewide priority
under current law, the proposals would assist with our éfforts and should help
further reduce the pernicious influence of criminal proceeds on our economy.

Thank you for the opportunity to present you with this Report.

Respectfully submitted,

/ Lele. (i
Peter Verniero
Attorney General

@m New Jersey Is An Equal Opportunity Employer * Printed on Recycled Paper and Recyclable
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PREFACE

On May 31, 1998, Governor Whitman asked the Attorney General to review
the current system of combating money laundering and to make recommendations
for improvements where appropriate. Thereafter, the Attorney General fonned a
Money Laundering Working Group consisting of state, federal, and local law
enforcement entities, and asked the Group to review existing laws to determine
whether there are ways in which the statutory frame\&ork could be strengthened,
and to consider whether it is feasible to establish “a system to allow New Jersey
agencies to better share and obtain existing federal databases that record large
cash transaction by banks and businesses in the state. . . .” See Exhibit A. The
Attorney General also asked the Working Group to consider whether strengthened
regulation of the state’s check-cashing businesses would enhance law
enforcement’s ability to address this statewide and national problem.

In response, the Working Grogp reviewed a number of current legislative
proposals, and discussed other inifiatives to address the problem of money
laundering. The followiﬁg Report represents-the ﬁnding§ of the Working Group,
and offers a comprehensive plan for enhancing our statewide attack on money
launderers. By this Report, the Attorney General approvingly forwards these

recommendations to the Governor for her review.
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EXECUTIVE SUMMARY

This Report by the Attorney General’s Working Group on money laundering
presents an overview of money laundering, and identifies a humber of common
methodologies used by money launderers in New Jersey and throughout the
nation. The Report reviews the current statutory scheme in New Jersey designed
to combat money laundering, and then provides a summary of the number of
cases prosecuted under the money laundering act from its inception. Finally, the
Report offers a comprehensive plan designed to aid law enforcement in its efforts
to combat money laundering, and also identifies emerging trends in high
technology and their possible effect on money laundering.

The specific proposals in the Report include the following:

1. Establishing a state financial investigations unit m the Division of

Criminal Justice;

2. Encouraging counties to train financial crimes investigators to support
money laundering investigations and prosecutions;

3. Improving access and review of suspicious activity reports so that
financial transactions . related to possible money laundering offenses are
thoroughly investigated;

4. Improving access to federal information available to law enforcement,
including improved access and dissemination of material from the Financial
Crimes Enforcement Network;

5. Preparing and disseminating an assets seizure checklist for use by law

2
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enforcement during the course of a financial crimes investigation;

6. Proposing legislative initiatives to enhance the money laundering act,
which include: (a) amending the money laundering statute to provide for a first
degree offense if the amount involved in the transaction is $500,000 or more; (b)
requiring sentences for money laundering convictions to be served consecutive to
a sentence for the underlying offense; (c) supporting legislative proposals for
reporting requirements on money remitters; (d) supporting expansion of the
Wiretap Act to include money laundering as an offense for which a wiretap can be
ordered; (e) proposing an Anti-Money Laundering Profiteering Act that would
provide for the disgorgement of proceeds and increased fines against defendants
convicted of money laundering offenses; and (f) proposing legislation to curtail use
of casinos by money launderers, including initiatives designed to prevent money
launderers from cngaging in cash for cash transactions, and to disqualify
convicted money launderers from licensure and to require their exclusion from
casinos;

7. Establishing liaison with banking community so that communication
and coordination with law enforcement can be improved; and

8. Idéntifying emerging high-technology trends and considering their effect
on money laundering, including a discussion of high-tech replacements for
traditional techniques of money laundering and the use of cryptography by money

launderers.
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Together, these proposals represent a coordinated, comprehensive, and
sophisticated response to the problem presented by money launderers. "By
addressing the problem now, New Jersey will be in a better position to take

effective action against those criminals who seek to gain access to their ill-gotten

gains.
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I. INTRODUCTION

Most Americans work hard and enjoy the privileges of living in a free and
democratic society. Our society provides all people with oppoftunities to achieve,
and our Government strives to guard jealously the rights of its citizens who abide
by the compact of an ordered society. Unfortunately, within our midst there are
those who weaken the fabric of our society by virtue of their illegal activities.
These criminal enterprises seek to obtain money and power through criminal
conduct, and then attempt to infiltrate our legitimate society, thereby distorting
the terms of the compact.

These criminal eﬁterprises generate vast profits for themselves and often
times seek to gain legitimacy and use their criminal proceeds to insulate their
conduct from scrutiny. They generate millions upon millions of dollars for the
members of the enterprise, and allow their associates to live lavish lifestyles that
have been forged froxﬁ the misery and despair that their criminal activity
produces.

Moreover, vast sums of money in the hands of a corrupt few can have
serious consequences for our nation’s economic well-being. The infiltration of
criminal proceeds into world markets can destabilize thém, and can have a
corrupting effect on those who work within the market system. The penetration
of criminals into the legitimate markets can also shift the balance of economic
power from responsible and responsive entities to rogue agents who have no

political or social accountability. In short, when criminal enterprises are able to
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enjoy the fruits of the criminal ventures, the world market can be destabilized,
leaving some countries vulnerable to persuasion and interference by corrupt
| organizations. |

In order to address the corrupting presence of criminal proceeds in our
economic system, and to help rid our state and this country of criminal
enterprises that reap huge profits from criminal activity, many states and the
federal government have enacted laws designed to prevent the successful
conversion of ill-gotten gains into untraceable funds. In 1994, New Jersey enacted
the “Financial Facilitation of Criminal Activity” law, codified at N.J.S.A. 2C:21-25,
which proscribes various types of laundering activity. These laws, intended to
combat the spread of money laundering, have helped the effort to reduce the
amount of infiltration into our financial system.

In most cases, money launderers are attempting to conceal or disguise the
nature of their proceeds, which are usually generated by the illicit sale of drugs
in the United States. Although the overwhelming amount of money laundered in
this country is derived from drug distribution activity, the act of laundering is also
utilized by other profit-minded criminals, such as weapons smugglers, fraud rings,
auto theft rings, and qther financially motivated criminals. Any effort by the
criminal element to disguise, conceal, or convert the proceeds of unlawful activity
into seemingly “legitimate” funds constitutes money laundering, and poses a

threat to the welfare of our citizens.
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Although New Jersey has a comprehensive criminal code, including a
receqtly—enacted money laundering provision, it is vitally important that the law
enforcement community keep pace with the ever-changing dynamics of the money
launderer, whose methods are constantly evolving in an effort to stay beyond the
reach of the law. With the introduction of high technology and other new
electronic methods in which funds can be laundered, the problem continues to
grow even as increased resources are directed at the problem. As law enforcement
pressure increases, the criminal enterprises become more skilled at avoiding
detection and dismantling by law enforcement. Meanwhile, law enforcement, in
order to keep pace with these criminal enterprises, must maintain the highest
levels of training and expertise for its members. If the flow of criminal proceeds
is to be interrupted, the law enforcement response must be coordinated,
comprehensive, sophisticated, and decisive.

The following Report summarizes the existing law and the current state of
money laundering prosecutions by state and local law enforcement, and highlights
some proposals which, if enacted, would-make it increasingly difficult for
launderers to find a safe-haven in New Jersey.

A. What is Money Laundering?

Although the term “money laundering” is common in the parlance of law
enforcement communities, the words themselves do not accurately convey the
extent and degree of sophistication associated with the crime that it purports to

describe. In its simplest incarnation, money laundering is “an activity aimed at
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concealing the unlawful source of sums of money. . . .”

In effect, money
laundering serves as the manner in which criminals attempt to thwart law
enforcement’s ability to track the success of a criminal venture by disguising the
proceeds of that venture to make the proceeds appear lawful or to make them
unidentifiable. Money laundering serves to rid the currency of the criminal
enterprise of its illegal taint and, once funds are laundered, allows for the
proceeds to be used by the enterprise for its various activities, both lawful and
unlawful.

Although the concept of money laundering is rather straightforward, the
methods employed by criminals are varied and reflect the ingenuity of the criminal
mind in attempting to thwart law enforcement. However, a number of preferred
methods or schemes of money laundering have been identified and reflect the
most common methods in which criminals transport and disguise their profits.

1. Currency Smuggling - Perhaps the most rudimentary method of
money laundering, currency smuggling is the act of transporting large sums of
proceeds generated through the criminal activity from within the United States to
countries abroad. Currency smuggling allows criminals to obtain immediate
access to their funds without the need to utilize a financial or other commercial

institution, and avoids generating a paper trail so that once the transportation is

complete, the sources of the proceeds are virtually undetectable. Often, the only

' Responding to Money Laundering: International Perspectives (Harwood
Academic Publishers 1997, E. Savona, editor).
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cost to the criminal enterprise in currency smuggling is the fee paid to the courier
who physically transports the proceeds, which is usually calculated as a
percentage of the funds transported. Depending on the arrangément between the
enterprise and the courier, fees usually calculated as a percentage of the amount
of funds smuggled are paid, making for a profitable venture for both the courier
and enterprise.”> The prime danger to the criminal enterpris_e in this type of
laundering is the difficulty in concealing large sums of currency, which can be
bulky, from customs inspectors at the borders or from law enforcement officers
while in transit. If found, the currency is normally seized and the criminal
enterprise loses its shipment.

Although the act of currency smuggling is straightforward, the methods
employed are varied and creative. Criminal enterprises employ couriers who
conceal currency in a number of ways, including within hidden compartments in
suitcases or vehicles, and in parcels being transported. Couriers may also conceal
illegal proceeds within merchandise or goods that are being shipped as export
from the United States, making detection difficult. Given \the size of our national
border, at times couriers simply travel to an adjoining country (such as Mexico)
carrying the proceeds in a satchel for immediate transfer to fhe waiting members

of the enterprise. Couriers may also use private vessels or aircraft to transport

2 See, generally, V. Tanzi, Money Laundering and the International
Financial System, (May, 1996-- International Monetary Fund Working Paper) at
p- 4.
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bulk proceeds to the foreign destination. In short, although currency smuggling
is a comparatively crude method utilized to move illegal proceeds from the United
States, it is common because of the ease with which it can bé accomplished and
due to the virtually untraceable nature of the proceeds if the smuggling is
successful.?

2. ing of h Tran i - In response to the explosion of
money laundering activity, Congress passed a series of laws designed to prevent
criminals from using banks and other commercial establishments in moving their
ill-gotten proceeds from this country, including laws requiring certain financial
institutions to report any currency transactions in amounts of $10,000 or more.*
This law thwarts money laundering activity by virtue of the requirement that the
financial institutions handling the transactions are required to report all such
transactions to the United States Department of the Treasury, which can share
the informatidn with law enforccment. Crilhinal enterprises, desirous of secrecy,
would thus avoid the ease of using these institutions as unwitting facilitators of
their criminal activity. .
In response to the regulatory scheme imposed, money launderers who used

financial institutions began to divide their cash horde into amounts less than the

reporting requirement in an effort to avoid the reporting requirement and the

3 See, generally, Responding to Money Laundering at 24.
‘See, e.g., 31 U.S.C. 8§ 5313 et seq.; 31 C.F.R. §§103.11 et seq.
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associated disclosure of their activity. In addition, criminal enterprises begén
using individuals who yvould take a small portion of the cash horde to several
different financial institutions and either deposit the money in a pre-existing .
account or exchange the cash for a monetary instrument such as a cashier’s
check. “Smurfing,” as this practice is called, thus allows for the enterprise to
avoid disclosure by breaking down the proceeds into small, discrete transactions,
making law enforcement’s job that much more difficult. The drawbacks to
smurfing are the time-consuming nature of the activity, the need to ernployba
number of individuals, the necessity of maintaining accounts at several
institutions, and the necessity of repeated contacts with commercial or financial
institutions. However, recruits to smurf proceeds are readily available, and
considering the scope of economic activity in this state and this country, detecting
smurfs who use legitimate commercial institutions remains a difficult task for law
 enforcement. Moreover, New Jersey is particularly susceptible to smurfing activity
by virtue of the presence of our gambling industry. At casinos, smurfs often
purchase a significant quantity of chips, -engage in a minimum amount of
gambling, and then exchange the chips for “cleén” cash or a monetary instrument

from the casino.

3.  Asset Purchases for Re-sale - Another common method of laundering

proceeds of criminal activity employed by more sophisticated criminal enterprises

11
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is the purchase of tangible assets.> Through this method, a criminal enterprise
can convert proceeds to large scale items such as homes or vehicles (although
reporting rcquiremenfs apply for cash transactions), or tﬁe proceeds can be
converted by purchasiﬁg items for purported re-sale abroad. For example, a
criminal enterprise can establish a business, such as a computer hardware
business, and then purchase a large amount of inventory with the cash proceeds
of the illegal activity. AJthough the purchase of the goods would likely generate
a currency report, the ﬁont business is less likely to arouse the suspicion of law
enforcement, and gives the outward appearance of legitimate commercial activity.
Thereafter, the goods are legally shipped and then quickly re-sold in the host
country, often at below market rates in order to obtain the proceeds immediately.
The fact that the “business” is losing money is simply factored into the criminal
enterprise as the cost of laundering the funds for subsequent use by the
enterprise.®

4. Asset Purchases for Goods - Another common and highly visible
method in which money launderers convert their illegal Proceeds is through the
purchase of luxury items for themselves or others associated with them so that

they can enjoy a lavish lifestyle. These purchases, such as expensive jewelry, furs,

S See, generally, Responding to Money Laundering at 24.

¢ See generally, V. Tanzi, Money Laundering and the International
Financial System, (May, 1996-- International Monetary Fund Working Paper) at
p. 6. :
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clothing, vacations, and other costly items allow members of the enterprise to
enjoy the fruits of their activity in a very public way. Although the assets
themselves are used and enjoyed by the enterprise and its associates directly,

these too can easily be converted back to cash should the enterprise require

access to funds.

S. Conversion through Casinos - Casinos and gambling are one of the

more significant economic activities for the state of New Jersey. The presence of
casinos, however, makes New jersey particularly susceptible to money laundering,
for the industry presents a convenient locale to exchange large sums of money
without drawing undue attention to the person exchanging funds, and can allow
criminals to convert proceeds undetected. Once funds are exchanged at the
casino, the currency loses its illegal taint and is identified as gambling proceeds,
giving the criminals tl'.xe opportunity to use their ill-gotten gains with the
appearance of legitimacy. The casino floor presents a target of opportunity for the
criminal enterprise in need of a means to convert their funds from illegal to

apparently legitimate income.

»ay

6. Other Methods - In addition to the methods outlined above, money
launderers also use wire transfer agencies and other money remitters in order to
launder their proceeds. Although these types of transactions leave a paper trail,
it is often times easy to provide false identifying information to the businessperson
operating the remitting agency, which leaves law enforcement with few

investigative avenues to pursue. Criminal Enterprises also use securities brokers

13



You are viewing an archived copy from the New Jersey State Library

and dealers and other businesses that engage in trading of securities to help
launder their cash tran;actions. In short, virtually any business or institution,
from banks to import-export houses, presents itself as a means through which a
criminal enterprise can convert its ill-gotten proceeds into untainted and useable

funds.

> A

14
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II. THE NEW JERSEY STATUTE AND LAW ENFORCEMENT RESPONSE

In 1994, Governor Whitman signed P.L. 1994, c. 121, which codified the
crime of financial facilitation of criminal activity. See Exhibit B. Commonly
referred to as the “Money Laundering Act,” this law was designed to address the
growing concern about criminals who profit from their illegal enterprises and who
then use their proceeds in the operation of otherwise legitimate businesses or to
enjoy a lavish lifestyle from the fruits of their ill-gotten gains. In enacting the law,
the Governor and Legisfature recognized the need to establish criminal as well as
civil remedies so as to “deter individuals and business entities from assisting in
the ‘legitimizing’ of proceeds of illegal activity. . . .” N.J.S.A. 2C:21-23e. In the
Legislative findings and declarations associated with the law, the Legislature
observed that those who profit financially from criminal schemes “continue to pose

a serious and pefvasive threat to the health, safety and welfare of the citizens of
this State. . . .. ” N.J.S.A. 2C:21-23d.

A.  The Statute

The statute itself is fairly broad, and is modeled on the federal law, with
some important distinctions. Section 2C:21-25 of the New Jersey Code provides,
in pertinent part,

[a] person is guilty of a crime if the person:
a. transports or possesses property known to be derived from criminal
activity; or
b. engages in a transaction involving property known to be derived from
criminal activity ‘ '
(1) with the intent to facilitate or promote the criminal activity; or
(2) knowing that the transaction is designed in whole or in part

15
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(a) to conceal or disguise the nature, location, source,

ownership or control of the property derived from criminal

activity; or

(b) to avoid a transaction reporting requirement under the laws

of this State or any other state or of the United States . . ..
The statute further provides that “[fJor purposes of this act, property is known to
be derived from criminal activity if the person knows that the property involved
represents proceeds from some form, though not necessarily which form, of
criminal activity. . . .” N.J.S.A. 2C:21-25d. This provision allows for a conviction
in circumstances in which the State cannot prove exactly what type of criminal
activity generated the proceeds that were the object of the laundering activity.

In addition, the statute expressly allows for knowledge of criminal activity
to be inferred in circumstances in which “the property is transported or possessed
in a fashion inconsistent with the ordinary or usual means of transportation or
possession of such propérty and where the property is discovered in the absence
of any documentation or other indicia of legitimate origin or right to such
property. . . .” N.J.S.A. 2C:21-26.

Currently, a money laundering offense involving §75,000 or more in the
aggregate is classified as a second degree offensé, with a possible sentence of 5-10
years imprisonment and a $150,000 fine. For amounts less than $75,000, it is
classified as a third degree offense, with a possible sentence of 3-5 years
imprisonment and a $15,000 fine, with a presumption of non-incarceration for a

first-time offender. The legislature also included a provision in the statute that

precludes the merger of a conviction for a money laundering offense with a

16
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conviction constituting the criminal activity involved or from which the illegal
proceeds were generated. Id.

B. Th ' i view

In recognition of the powerful new law available to the State’s law
enforcement community, Attorney General Verniero in 1996 promulgated
Guidelines regarding. the prosecution of money laundering cases. These
Guidelines were intended to provide a framework in which the law enforcement
community could coordinate money laundering prosecutions and would ensure
uniformity in the application of this new law.

Since the inception of the Money Laundering Act, and as part of the
Guidelines, the Division of Criminal Justice was charged with the responsibility
of coordinating money laundering prosecutions with the county prosecutors. As
part of those Guidelines and in an effort to ensure that prosecutions were
consistent with the purposes of the new law and that there was no statewide
disparity in the various counties, the Guidelines called for the establishment of a
Money Laundering Review Committee. See Exhibit C.

The Money Laundering Review Committee. comprises senior attorneys from
the Division of Criminal Justice. The Review Committee is “responsible for pre-
charge consultation, tracking prosecutions and serving as a source of information
and advice to the county prosecutors and their assistants. . . .” Id. In addition,
the Guidelines called for county prosecutors to engage in pre-charge consultation

with the Division of Criminal Justice prior to filing a charge alleging a violation of

17
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the money laundering statute, and required the Division to maintain a tracking
system of all cases that were filed under the money laundering act. Finally, the
Review Committee and the Division are responsible for maintaining a database of
dispositions for all cases charging a money laundering offense, and is also to be
available to prosecutors to provide advice and assistance in handling money
laundering cases.

Since its inception in October 1996, approximately 21 cases have been
submitted to the Money Laundering Review Committee for review, analysis, and
assistance. A quick comparison between the number of complaints and
indictments filed charging money laundering and the number of matters reviewed
by the Committee reveals that not every prosecution that charges a money
laundedng offense is being considered by the Committee as is required by the
Guidelines. The reasons for this are unclear, but may be attributable to a
somewhat time consuming and exhaustive preparation and review process that
may inadvertently dcte; prosecutors from submitting matters for review.

In discussions with prosecutors and with rn.e\mbers of the Review
Committee, it is apparent that the process established in 1996 must be
streamlined to allow for a more timely and efficient review of cases. In this regard,
the Money Laundering Review Committee must reconsider the thresholds that it
established to allow for money laundering cases to  proceed, and must also
consider ways in which coordination and communicaﬁon with the éounty

prosecutors can be improved so as to allow for more cases to be developed and to

18



You are viewing an archived copy from the New Jersey State Library

encourage law enforcement officers to pursue investigative leads which may result
in a money laundering Eharge. The Money Laundering Review Committee must
also ensure that consistency and uniformity are maintained in money laundering
prosecutions statewide.

It remains apparent that the investigation and prosecution of money
laundering is a critical component of New Jersey’s comprehensive crime and drug
enforcement strategy. Criminals continue to engage in illegal activity and are
reaping huge profits from their illicit trade. Much of this conduct revolves around
the illegal drug trade and the staggering profits to be made by individuals who are
dealing narcotics and peddling misery. Money continues to flow from the streets
and communities in New Jersey to the drug lords in Colombia and Central and
South America, and the cycle of despair continues.

C. The Law Enforcement R ns

Recognizing the scope of the ill¢gal money laundering activity in New Jersey,
the law enforcement community has responded in a number of significant ways.
The law enforcement response includes civil sanctions, which allows prosecutors
to seize and forfeit illegél proceeds generated of assets used by an enterprise in
their criminal acti'vity, and criminal punishment. It is important to bear in mind
that a significant part of the law enforcement response to money laundering is the
prosecution of drug dealers at all levels, including street level prosecutions.
Although in most caseé, these “routine” prosecutions do not include a money

laundering charge, the disruption of a drug distribution network through arrest
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of its members serves to curtail the flow of illegal proceeds. Moreover, such drug
prosecutions also impose significant costs on an organization, requiring the
purchase of more contraband for subsequent sale, training of new members, and
the attendant costs associated with attempting to keep an organization’s activities
clandestine. Although such drug prosecutions, most all of which are handled by
the county prosecutors, are not ordinarily considered part of the money
laundering equation, they are in reality an important aspect of the law
enforcement response and represent a vital part of the effort to combat money
laundering. The local law enforcement community engages the criminal element
at this level, while at the same time taking responsibility for the front-line
response to violent crimes and the criminal activity that confronts our
communities on a daily basis.

Indeed, the level of criminal activity that must be addressed by local law
enforcement can best be understoodv when the nﬁmber of cases that are filed each
year by the county prosecutors is considered. In 1997 alone, approximately
45,000 defendants were charged by county prosecutors, who are responsible for
handling these cases. Of that number, approximately 17,000 individuals were
charged with offenses related to narcotics activity. The raw data serve as a
reminder that the prosecutors’ offices are the agencies primarily responsible for
enforcing the laws of this state and for pursuing cases against defendants for all

types of criminal conduct. Their efforts in the quest against money laundering are
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only one facet of the de’mands that are placed on prosecutors’ offices on a daily
basis.

In addition to the overall drug prosecutions by county prosecutors, the State
~ Police has developed substantial expertise and experience in identifying smugglers
who are using the interstate highways to transport currency as part of smuggling
activity. The State Police has also been successful with interdiction efforts, and
have produced a number of significant seizures from highway stops. In
conjunction with the Statewide Narcotics Task Force’, the State Police has seized
over $5,800,000 which represented proceeds from illegal activity. In one such
seizure, a suspect was found removing a duffle bag from his car and, when the
bag was examined, was found to contain approximately $500,000. A search of
this suspect’s home revealed an additional $322,000 concealed within the house.

The continued efforts to identify couriers who are transporting illegal
proceeds through New Jersey can be effective in deterring enterprises from using
our roadways, although the sheer volume of activity and congestion in our state
will prevent law enforéerncnt from effectively thwarting the criminal element

merely by interdiction of their couriers.

7 The Statewide Narcotics Task Force was formed in 1987, and
comprises members of the State Police, Division of Criminal Justice, members
of the New Jersey National Guard and investigators from various county task
forces that are assigned to the Statewide Narcotics Task Force. The mission of
the Statewide Narcotics Task Force is, among other things, the identification,
investigation, and prosecution of drug trafficking networks, pharmaceutical
drug diversions, and narcotics related money laundering cases.
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Another successful response can be seen in the efforts of the “Calico” Task
Force, which is part of the Statewide Narcotics Task Force and is led by the State
Police along with state and local law investigators who invéstigate and target
Colombian cartels involved in drug distribution and money laundering activity.
Thc Calico Task Force, established in 1990, has been actively involved in
identifying and investigating large scale money laundering and drug distribution
networks in the northern New Jersey area, and has been succgssful in seizing
substantial amounts of drugs and currency. To date, Task Force members have
seized more than 1,600 kilograms of cocaine and more than $19 million in
proceeds of criminal activity. The Calico Task Force remains an effective weapon
against criminal enterprises, and continues to perform its mission successfully.

In addition, the State Police and state and local law enforcement officers
have combined their efforts in a new effort entitled the “Hotel/Motel Task Force,”
which is a coordinated effort designed to identify couriers who use hotels in the
northern New Jersey area to receive and exchange drugs and currency. The
Hotel/Motel Task Force has been successful at interdicting several individuals
involved in money laundering and narcotics distribution, and their investigations
to date have resulted in the seizure of approximately 160 kilograms of cocaine and
over $2 million.

In addressing the unique concerns associated with the use of casinos for
money laundering, a joint state-federal task force was recently formed entitled the

Atlantic City Casino Task Force. This Task Force comprises agents from various
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federal agencies, and members of the State Police, Division of Gaming
Enforcement, Division of Criminal Justice and the Atlantic County Prosecutor’s
Office, and is designed to target those individuals who engage in money
laundering through the casinos. Although a new effort, the Task Force has
already successfully prosecuted several individuals, and it is anticipated that
significant inroads will be made in detecting and prosecuting those who attempt
to convert their ill-gotten proceeds through the legitimate gaming industry.

As can be seen, the state and local response to money laundering has been
significant, and has been effective at identifying and prosecuting a number of
individuals and organizations for their involvement in the money laundering trade.
The response to money laundering must be considered as part of a statewide
comprehensive response to criminal activity, in which local law enforcement is
responsible for overall narcotics enforcement at the street level, and is also
responsible for violent qrimes and a host of other criminal behaviors. However,
as is demonstrated in the following section, the scope of the problem continues to

grow, and law enforcement must be prepared to respond.
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III. SUMMARY OF CASES - 1994 THROUGH 1998
With the passage of the money laundering act in 1994, county prosecutors

and deputy attorneys general from ‘the Division of Criminal Justice were provided
with a powerful new weapon to prosecute individuals who were involved in moving
proceeds of criminal activity into the hands of the criminals. In 1994, the same
year that the law became effective, 2 complaints and 1 indictment were filed
charging money laundering. Over the course of the next four years, over 280
separate defendants were charged with a money laundering offense in a
complaint. The yearly breakdown of the total number of complaints filed charging
a violation of N.J.S.A. 2C:21-25 recorded for the corresponding calendar year is
as follows:

1994- 2 complaints

1995- 83 complaints

1996- 74 complaints

1997- 79 complaints

1998- 48 complaints

Total- 286

See Exhibit D. For these same years, approximately 13i indictments were filed
charging a violation of N.J.S.A. 2C:21-25. The following fepreser;ts the numberv
of indictments filed charging a violation of the money laundering act for the
corresponding calendar-year:

1994- 1 indictment

1995- 32 indictments
1996- 36 indictments
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1997- 47 indictments
1998- 15 iqdictments

Total- 131

As is reflected in the number of cases filed charging a violation of the money
laundering statute, prosecutors are using the current law on a regular basis, and
appear to be proceeding with understandable caution when making charging
decisions relating to money laundering. Given that the sfatute is relatively new,
having been enacted in 1994, these numbers indicate a good-faith effort by
prosecutors in bringing money laundering cases. But the extent of possible money
laundering activity can perhaps be understood when the total number of cases
charging a defendant with a first degree drug distribution offense or with being the
leader of a narcotics trafficking network is compared to the total number of money
laundering cases.®

For example, from 1994 to 1997, in approximately 2,777 cases, a defendant
was charged with being the leader of a narcotics trafficking network or with a first

degree drug distribution offense. See Exhibit E. Clearly, these crimes are

>

! By identifying the number of first degree drug distribution and leader of
a narcotics trafficking network cases charged, a meaningful comparison can be
made. As is obvious by the nature of those crimes, persons who engage in
such large scale distribution activity are motivated by a desire for profits, and
have likely been engaged in distribution activity for a substantial period of
time. In such cases, there would appear to be opportunities to develop money
laundering cases, as the criminals who profit from the distribution activity
undoubtedly attempt to avoid detection of their cash profits from law
enforcement and must necessarily dispose of the profits from such prolific drug
distribution activities.

25



You are viewing an archived copy from the New Jersey State Library

motivated by the promise of substantial financial reward, which is seen as
overcoming the risk of being arrested, prosecuted, and imprisoned, or of being
killed by other competitors. What is required is an exhaustive review and

comprehensive proposals to combat a problem of this scale. These proposals

follow.
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IV. PROPOSALS

Considering the tremendous financial incentive to engage in money
laundering activity, even the stringent laws in place do not provide a complete
deterrent to the criminals who are willing to risk imprisonment for the rewards
reaped by engaging in money laundering activity. In light of this incentive, it is
apparent that law enforcement must continue to direct its resources and efforts
at reducing the pernicious impact that money launderers have on our
communities. More can also be done by coordinating efforts between state,
federal, and local governmental entities and law enforcement agencies. The
Legislature can also play a vital role in this effort by amending the money
laundering act to provide for the imposition of stern penalties and sanctions that
deter these offenses and cancel the profit motive.

The following proposals from the Money Laundering Working Group
represent a unified, carefully designed approach to increasing the effectiveness of
law enforccment’s investigation and prosecution of money launderers. The
proposéls, both individuélly and collectively, can significantly improve our efforts

at removing money launderers from our midst.
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A. Establi Fi ial Investigations Unit in Dijvision

As was recommended in the “Financial Crimes 2000" Report prepared by
the National Association of Attorneys General®, a necessary component should be
the designation within the Division of Criminal Justice of a Financial
Investigations Unit. A Financial Investigations Unit, which may be established by
Attorney General directive without the need for new legislation, will serve as a
statewide resource, and will provide guidance, information, and assistance to
investigators and prosecutors who are involved in the prosecution of money
launderers. The Financial Investigations Unit would also be charged with
maintaining information regarding trends in money laundering, and providing
periodic updates to the county prosecutors so that the law enforcement
community could keep pace with increasingly sophisticated criminal
organizations.

The Division of Criminal Justice will also assist in the training of personnel

at the county and state level on money laundering investigations, and will also be

oAy

% In June 1998, the National Association of Attorneys General published
“Financial Crimes 2000: A Report to the State Attorneys General on State
Strategies for Combating Money Laundering.” The NAAG Report identified
trends in money laundering, summarized the methods and technologies
available to the state to pursue money laundering investigations, and
recommended a number of proposals for states to follow in developing anti-
money laundering strategies. These recommendations included suggesting
that states establish Financial Intelligence Units, that coordination with state
agencies be improved, that technology be used to allow for law enforcement to
track money launderers, and encouraged legislative initiatives to address
money laundering.
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responsible for coordinating investigations and activities with the counties. The
Division will also ensure that the 21 prosecutors offices 'have_adequate access to
the information available to the Financial Investigations Unit.

The Financial Investigations Unit should also have in place a sufficient
number of experienced state investigators who are specially trained in money
laundering cases. The Financial Investigations Unit would be responsible for
investigating and prosecuting money laundering cases, and would also serve as
a referral point for the State Police and county and local law enforcement which
request assistance in an investigation into possible money laundering activity.
The Financial Investigations Unit could provide support to a county investigation,
or could assume the investigation if requested to do so by the county prosecutor.

In addition, the Financial Investigations Unit would provide for access to
databases currently available to assist investigators and prosecutors in an
investigation, and would also maintain an independent money laundering
database identifying ind.ividuals, organizations, methods of operations, and other
distinguishing aspects of money laundering enterprises so that a body of material
could be maintained on those involved in the criminal trade of money laundering.
The Financial Investigations Unit would also be responsible for disseminating
information to the law enforcement community on known and suspected money
launderers and attempt to identify their whereabouté,and patterns of operation,
so that law enforcement could be ever vigilant when confronting these gréups of

criminals. The Financial Investigations Unit would also instruct law enforcement
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personnel on the various types of transaction reporting requirements that
currently exist in our country and would help improve law enforcement’s access
to this information. Training, coordinated with federal and state agencies will also
allow for the development of particularized expertise and will help cultivate inter-
agency relationships and cooperation.

B. Encoura unties to Train Financi imes Investi

One of the most effective ways to combat money laundering is for law
enforcement entities to have available in their own office individuals with
particularized expertisé in the area of money laundering. In training and
recruiting investigators and prosecutors with specialized skill in investigating and
prosecuting money laundering offenses, the county prosecutors will have a readily
available resource in their respective offices to assist with these cases, and may
have investigators assigned who can serve as a liaison with state and federal
agec..cies. Moreover, by training investigators to operate as financial crimes
investigators or as liaisons; investigators will be available to assist with on-going
investigations initiated by local law enforcement. As investigators develop
experience in this field, the practices and patterns of the money laundering
enterprises will become more apparent, and the specially-trained investigators
may be able to pursue suspects aggressively upon learning of suspected money
laundering activity, and will be able to coordinate activity with the Division of
Criminal Justice’s Financial Investigations Unit. In addition, local invesﬁgators

can cultivate sources, and can use their expertise to gain the assistance of the
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community at large.

C.  Improve Access and Review of Suspicious Activity Reports

Under the current regulatory framework, the federal government requires
that all banks file with the government a “Suspicious Activity Report” in
circumstances where the financial institution handling a transaction determines
any one of the following have occurred: 1) the transaction involved insider abuse;
2) the transaction or series of transactions involved $5,000 or more and the
financial institution detects any known or suspected federal criminal violation and
a suspecfc can be identified; 3) the transaction or transactions involves $25,000
or more regardless of whether a suspect can be identified; or 4) the transaction or
transactions involve $5,000 or more that may involve potential money laundering
violations. See Exhibit F.

Many of the suspicious activity reports, especially those in which the bank
has reason to suspect a potential money laundering violation, may lead to
significant information or suspects involved in moving illegal proceeds. The
federal regulations governing suspicious activity reports require that the financial
institution submit the.suspicious activity rebc;rt to the U.S. Department of
Treasury’s Financial Crimes Enforcement Network (“FInCEN”), and also requires
that the institutions keep supporting documentation relating to a suspicious
activity report for a period of 5 years from the date of the report. Notably, the
financial institutions are required to provide copies of suspicious activity feports

and supporting documents to law enforcement authorities if requested to do so,
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see 31 C.F.R. § 103.21, and are encouraged to voluntarily provide them.

In 1997, the total amount of money reported to FinCEN on suspicious
activity reports filed by New Jersey financial institutions was approximately $652
million. See Exhibit G. Although all of this currency is not necessarily illegal
proceeds, it is apparent that the financial institutions are being utilized by
criminal enterprises to move substantial amounts of currency from New Jersey to
other locations. In order to staunch the flow of illegal proceeds from New Jersey,
it is necessary for law enforcement to scrutinize the information provided on the
suspicious activity reports to determine if any particular transaction or series of
transactions is involved in a possible money laundering offense.

In light of the huge volume of currency reported on the suspicious activity
reports and considering the large number of reports filed, the Division’s Financial
Investigations Unit will utilize data analysts who will be able to access the
information and will be able to assist the county prosecutors with compiling the
reports and retrieving them for ongoing investigations. Such a responsibility
should be centrally-located with the Division, so that there need not be
unnecessary duplication of efforts at the county level. Undgr such a system, the
county investigators will be able to gain access and assistance from the Financial
Investigations Unit, and will also routinely review the suspicidus activity reports

and refer any significant activity to the county investigators.
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D. Improve Access to Federal Information

The U.S. Department of Treasury has established a Financial Crimes
Enforcement Network, identified as “FinCEN,” an agency whose mission is “to
support and strengthen domestic and international anti-money laundering efforts
and to foster interagency and global cooperation to that end through .information
collection, analysis and sharing, technological assistance, and innovative and
cost-effective implementation of Treasury authorities. . . .” See Exhibit H. In order
to accomplish its mission, FinCEN uses the Bank Secrecy Act and other federal
regulations to obtain access to financial records and reports that are required to
be filed with the Internal Revenue Service, such as currency transaction reports.
FinCEN also provides access to commercial databases and to law enforcement
databases that contain information regarding ongoing or closed investigations.
See Exhibit I.

As part of the mission of FinCEN, state and local law enforcement agencies
are provided direct access to their databases through the FinCEN Gateway.
Currently, New Jersey has 4 state investigators trained and authorized to access
the Gateway database to provide support to invéstigations from the State Police,
county prosecutors and the Division. In 1997, approximately 34 requests were
made for Gateway database searches by state and local law enforcement. In 1998,
the total number of Gateway database search requests was 40. As is apparent
from the numberr of qﬁeries performed, this valuable resource can be utilized by

more investigations, and can be used to help develop leads and evidence regarding
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‘the patterns of conduct of money launderers in a wide variety of investigations.

In order to increase access and to allow for investigators to obtain the
information from FinCEN on a more expedient basis, it will be essential to obtain
authorization for and train more investigators and analysts in the proper use of
the FinCEN Gateway database. It will also be necessary to continue to educate
all state and county investigators on the type of information available through the
Gateway database and the extent of support that this service can provide to
investigations. This increased access will allow investigators to obtain information
immediately, and will support active investigations with speed and accuracy. It
is anticipated that with increased access, searching through the Gateway will
become a common investigative technique, and will help increase our efforts at
reducing the amount of money that is passed through the state.

E. Prepare and Disseminate an Assets Seizure Checkli

Although money laundering is often times a complex and sophisticated
endeavor characterized by secrecy and sophisticated efforts to conceal the true
nature of the activity, a significant number of cases are_developed through the
arrest of couriers and drug smugglers who are moving substantial sums of .
currency or narcotics through New Jersey. However, in light of the pressing
demands placed upon an officer making a stop and seizure, at times there is not
sufficient detailed questioning of suspects to elicit information that could be
helpful in identifying the source of the illegal proceeds or the identities of the

associates of an enterprise. Moreover, there are circumstances in which the facts
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of the stop and seizure do not give rise immediately to sufficient probable cause
to justify arresting the suspects, and they are released with no further
investigative action taken at that time.

In order to assist law enforcement officers at the time of arrest, the Working
Group prepared a list of suggested questions which, if posed to suspects, will be
helpful to law enforcement in conducting subsequent investigation to identify the
source and associates of the activity. For example, the proposed model questions
suggest inquiring of suspects who are found to be in possession of substantial
sums of currency questions regarding the source of the currency, ownership,
destination, knowledge of account information, and other detailed questions
regarding a seized cash horde. When answers are provided, law enforcement
officers can later attempt to confirm this information to determine its accuracy
and to develop evidence regarding the nature or source of the funds seized.
Moreover, in conjunction with county financial investigators, the cases can then
be examined to determine whether or not the smugglers are connected to a known
organization or enterprise, and efforts can then be made to develop evidence
regarding the criminal activity. This process will also allow er better coordination
and cooperation between law enforcement agencies, who can share investigative
leads and information cieveloped as a result of detailed questioning. The role of
cooperation can also be established at this time, with fhe possibility of infiltration

of an enterprise by a cooperating individual.

35



You are viewing an archived copy from the New Jersey State Library

In addition to a questionnaire, the passage of an illegal smuggling
conveyance law should be added to the criminal code. Such an offense would
prohibit the modification of a vehicle, or knowingly driving a vehicle that has been
modified, to contain a hidden compgrtment or a compartment opened with
controls intended by the vehicle manufacturer to operate other devices, when the
purpose is to use the compartment to facilitate the transportation of a controlled
dangerous substance or other contraband. This proposal was suggested in the
December, 1996 “Report to the Governor by the Attorney General on the Need to
Update the Compreheﬁsive Dmg Reform Act of 1987,” and merits immediate
consideration by the Legislature. See Exhibit J.

F. Legislative Initiatives to Enhance The Mon ing Ac

As discussed above, the current statutory scheme provides prosecutors with
powerful weapons in the fight against money launderers. However, in order to
enhance enforcement against individuals who engage in money laundering, a
nurr;ber of statutory changes can be made to improve law enforcement’s efforts.
These legislative recommendations include: ~

s

1. Amend Money Laundering Statute - First Degree Offense - Currently,

money laundering is classified as a second degree offense if the amount of funds
involved in the criminal activity was $75,000 or rﬁore. Although seizures of
substantially more than this threshold amount are common, there is no increase
in the degree of offense to reflect a higher amount laundered. On June 1 1; 1998,

a bill was introduced in the legislature calling for a 1st degree offense of money
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laundering if the amount involved was $500,000 or more. This bill is an
appropriate upgrade to the crime of money laundering, and should be supported
with the amendments to the bill suggested by the Division of Criminal Justice.
An increased penalty would send the clear message that money launderers will
find no quarter in this state to obtain easy access to their ill-gotten gains. See
Exhibit K. |

2. Requir n iv ntences fi n underin victions -
One of the concerns reported by prosecutors in pursuing money laundering cases
is the lack of an effective sentencing scheme that takes into consideration money
laundering as a separate offense. Often times, prosecutors found that judées
would impose sentences on convicted money launderers that were ordered to be
served concurrently with sentences for the underlying offense. Although the
money laundering statute prevents merger of offenses, the courts are free to
impose concurrent sentences. The effect can be that money launderers do not
receive an incremental increase in a sentence for a money laundering conviction
that is handed down with a conviction for a related or underlying offense, giving
prosecutors little incentive to pursue a money iaundering charge.

In order to increase the sanction on money launderers, the Working Group
has proposed that the money laundering statute be modified to include a
mandatory consecutive sentence provision similar to that recently passed by the
Legislature in N.J.S.A. 2C:39-4.1, colloquially referred to as the “guns and ‘drugs”

law. Such a provision would require that any money laundering sentence be
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served consecutive to a sentence for the underlying criminal activity, thereby
giving prosecutors the assurance that a conviction will result in a substantial
sentence in addition to the term of imprisonment imposed for the underlying
offense. See Exhibit L.

3. Support Legislative Proposals for Reporting Requirements on Check
Cashing Agencies - In addition to using traditional financial institutions to move
currency from within New Jersey to places outside, money launderers also utilize
the services of check cashing agencies and money remitters. Although these
businesses are currently regulated, there is no additional reporting requirement
imposed upon them beyond the requirement of the filing of a currency transaction

report for cash transactions of $10,000 or more.*°

However, evidence suggests
that money remitters are a significant source of money laundering activity on
behalf of cocaine traffickers. Nationwide, money remitters “are suspected of being
uscd to launder as much as $800 million in profits from the Cali and Medellin

drug cartels.”’! The United States Treasury Department has imposed a

Geographic Targeting Order (GTO) on money remitters in New York and five

10 See 1996-1997 Report on Money Laundering Typologie, Financial
Action Task Force on Money Laundering, (FATF); see also N.J.S.A. 17:15-1 et
seq.; N.J.S.A. 17:15A-44 (enumerating the reporting requirements of a check
cashing licensee). '

1t 7 NO. 6 Money Laundering L. Rep. 5. Th 7 NO. 8 Money Laundering L.
Rep. 1.
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counties in New Jersey; requiring them to report all transfers over $750.' The
effect on some businesses targeted by the GTO was a decrcase in business by as
much as 75%. Obviously, the GTO hit its mark.

New Jersey has a large number of money remitters operating in the
Northern part of the state, many of which are associated with the New York
remitters and are being used, either wittingly or unwittingly, to launder large
sums of money. It is essential that these money remitters be licensed and closely
regulated in a manner similar to banks. Moreover, a strict currency transaction
reporting (CTR) requirement should be considered, along with a regulation
capping the size of a check that can be handled by check cashing businesses at
$2,500. As these proposals are being further reviewed, representatives from the
industry and affected constituencies should be consulted to provide additional
information as to the practical effect of any new legislation.

There is currently proposed legislation that would require check cashing
agencies to file certain currency transaction reports when the value of the checks
cashed exceeds a threshold amount. This bill, if amended, would provide
significant support to law enforcement in its efforts to combat the use of money
remitters to wash their illegal proceeds. In addition, legislation has been proposed

that would limit the size of checks that could legally be handled by the state’s

127 NO. 6 Money Laundering L. Rep. 5.; 7 NO. 8 Money Laundering L.
Rep. 1.;,1997-1998 Report on Money Laundering Typologie, Financial Action
Task Force on Money Laundering, (FATF) at 49. '
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check-cashing businesses. The proposal currently under consideration caps the
be cashed at $2,500. These measures may be necessary tq ensure that large
sums of ill-gotten gains are not quickly moved through check cashing businesses.
See Exhibit M.

4. Support Expansion of the Wiretap Act to Include Money Laundering-
The New Jersey Wiretap Act permits law enforcement to seek a court order
allowing the interception of oral or electronic communications of a suspect upon
a showing, among other things, of probable cause to believe that the person whose
communications are to be intercepted is or was engaged in specified criminal
activity or is committing certain offenses. See N.J.S.A. 2A:156A-10. These
specified offenses allowing the installation of a wiretap include murder, kidnaping,
and a number of other offenses. See N.J.S.A. 2A:156A-8. Money laundering is
not included as an offense that would permit a wiretap to issue. See id.

In order to facilitate law enforcement’s efforts in detecting money laundering
activity and to assist in gathering evidence of such activity, the Wiretap Act should
be amended to include money laundering as a specific,offense that, if probable
cause exists, would authorize a court to issue an ordgr allowing for the
interception of wire comﬁunicaﬁons. See Exhibit N. By allowing wiretaps in such
investigations, law enforcement will be able to gather critical evidence relating to
the scope of an enterprise, including identity of its members, the extent of its
activities, the roles of individuals employed by the enterprise, and the means and

methods utilized to move criminal proceeds. Such an amendment would allow law
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enforcement to utilize all available means to infiltrate a criminal enterprise and
would assist in gathering evidence against all individuals involved in a money
laundering organization.

5. wwmﬂmgm - In addition to
the legislative proposals identified in this Report, an initiative to create an anti-
money laundering profiteering act should also be considered. Modeled after the
current Anti-Drug Profiteering Act, an anti-money laundering profiteering act
would have the same benefits of the anti-drug provisions by allowing for a lien
against all assets of the wrongdoer. This would provide an effective means
whereby courts could order the disgorgement of proceeds obtained through the
criminal enterprise. See Exhibit O. Notably, funds recovered through an anti-
money laundering profiteering act or through forfeiture could be re-directed back
to the law enforcement agencies to support the costs associated with hiring and
training state investigators in specialized areas such as forensic accounting
necessary to support these types of investigations.

6. Pr egislati urtail Us inos | nderers -
As noted earlier, New Jersey is particularly susceptible to money laundering by
virtue of the gambling industry in Atlantic City. In order to deter the unwitting
use of casinos by criminal enterprises, a number of statutory and regulatory
initiatives should be considered.

a. Cash for Cash Transactions - One of the meﬂwdé

employed by money launderers is a cash-for-cash transaction at a casino designed
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to launder proceeds to make them appear to be gambling winnings. In such
circumstances, a patron purchases chips with proceeds from illegal activity and
then cashes out the chips, receiving either cash or a monetary instrument such
as a check or wire transfer. This procedure allows for the appearance of gambling
activity to mask the true source of the funds. One way to combat this activity is
to prohibit cash-for-cash transactions in excess of $3,000. This provision, which
is currently used by Nevada gaming officials, requires a casino to segregate cash
in excess of $3,000 and identify the owner of the currency. When the owner
cashes out any chips, the funds he receives are that portion of his segregated cash
that was maintained by the casino. This procedure, which some New Jersey
casinos voluntarily practice now, prevents a money launderer from obtaining
“clean” funds through the casino. A regulatory scheme requiring this procedure
should be considered.
b. Convicted Money Launderers Should be Disqualified

From Licensure and Excluded from Casinos - Currently, a person convicted of

money laundering is not subject to a mandatory casino license revocation, nor is
a non-licensed person subject to mandatory exciusion from casinos. See N.J.S.A.
5:12-71; 5:12-129. See Exhibit P. In other words, a person convicted of money
laundering is not automatically barred from wagering in New Jersey’s casinos and
is not excluded from holding a license in the industry. A legislative initiative
should be endorsed that would require exclusion of convicted money launderers

and drug dealers from casino floors and that would prevent convicted money
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launderers and drug dealers from holding a casino license.

In conjunction wfth obtaining suspicious activity reports and documents
relating to possible criminal activity, it is important for law enforcement to
maintain regular contacts with the banking community in order to keep informed
of trends and patterns that are observed by personnel at the financial institutions.
Moreover, such regular contact will help the financial institutions to comply with
all reporting requirements, in that they will have a resource to provide information
and assistance should they so require. Accordingly, the county prosecutors and
Division of Criminal Justice should designate investigators to act as liaison to the
banking community, and provide regular contact with bank representatives so
that both law enforcement and the financial institutions are coordinating their
efforts and working together to insure compliance with the laws and to help

prevent the spread of money laundering activity.

H. nti i f Emerging Tren Their Eff n_Mon
Laundering

Money Launderers, like other crirninéls, attemfﬁ to stay ahead of law
enforcement’s ability to identify and prosecute them by using the latest techniquesv
and technologies available to them to conceal their activity. In order for the law
enforcement community to keep pace with the ingenuity of the criminal mind, it
will be nécessary for all agencies to coordinate their efforts and to communicate

with one another as the launderers are pursued. Perhaps the area that most
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likely represents the next wave for money launderers is in the context of
computers and high-technology. Money laundering, in its many iterations, can
be facilitated by high-technology in a number of ways, from the simple use of
accounting software on a personal computer, through the manipulation of
electronic money and personal identification cards. In order to thwart the
increased use of computers and high technology to facilitate money laundering by
criminal enterprises, law enforcement must be aware of a number of areas that
can hamper the ability to prosecute successfully money launderers.

1. High-Tech replacements for traditional techniques of Money
Laundering - Something as simple as the utilization of computerized accounting
software can substantially change the nature of money laundering. Paper records,
which are often times discovered in the course of a money laundering
investigation, are replaced by computer generated spread sheets. This seemingly
insignificant change fundamentally alters that type of evidence that will be
encountered in the investigation of money laundering cases and facilitates other
changes in the manner in which money laundering ;is perpetrated. When
computers are linked through networks, such as the Internet, data can be
instantaneously exchanged between and among members of the money laundering
enterprise and with the criminal networks that generate the illicit proceeds that
are laundered. Networked systems can also make 'detection and retrieval of
evidence more difficult, as a local associate of an enterprise can remotely access

records and data that can be stored on a computer outside of the United States.
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Computers and other high-technology also fundamentally alter the manner
in which the proceeds are handled. With computerized money transfers and other
technologicél developments, it will become increasingly difficult for law
enforcement to rely upon traditional investigative technique;e, to counter the flow
of illegal proceeds. A key initiative to assist law enforcement in the investigation
of money laundering is training in the areas of the use of computers and computer
networks in the commission of crimes and computer forensics. In addition, it is
imperative that law enforcement establish a research and development component
to stay abreast of the rapid changes in technology and their impact on criminal
investigations.

2. High-Tech Methods for Laundering Illegal Proceeds - Developments
in high technology have created a whole new class of electronic financial
instruments, collectively referred to as “e-cash.” There are essentially three types
of e-cash systems that are proceeding on parallel tracks. These are: (1) stored
value cards; (2) network based systems; and (3) a hybrid of those two systems.!?
Although these e-cash systems have not yet become commonplace in the United
States, their availability highlights a dangefous area in which the money
launderers can extend their reach into our market system under cover of

legitimate activity and with the unwitting assistance of high technology.

37 NO. 8 Money Laundering L. Rep. 1; see also Financial Crimes 2000:
Report to the State Attorneys General on State Strategies for Combating Money
Laundering (National Association of Attorneys General June, 1998).
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Stored value cards, which are becoming common in Europe, involve
electronic storage of value on the card itself that can be drawn down at the site of
a transaction. The user'.adds value to the card and then that value is reduced as
the card is used for purchases or other financial transactions. “[Ijn addition, some
of these stored value cards systems - the European Mondex system, for example -
are beginning to employ devices to facilitate transfers of value from one card to
another, creating a decentralized network of payment without the involvement of
the card issuer.”*

Network-based systems use networks, such as the Internet, as the means
of funds transfers. Id. These systems work in a similar manner to traditional
payment systems which require an account which is drawn on by a card user at
the point of transaction through the use of a network. These transactions are
secured through the use of cryptography. The third system is a hybrid of the
stored value cards and the network-based systems where the two types of cards
are compatible. Id.

The three e-cash systems each share certain characteristics in common.
Each, to a greater or lesser extent, would facilitéte the movement of large amounts
of money without the traditional record keeping done by banks. Each of the
systems, depending on how they are designed, could allow the transfer of money

with the nature and content of the transaction hidden by the use of cryptography.

4 7 NO. 8 Money Laundering L. Rep. 1.
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They would each virtually eliminate the need to transfer large quantities of cash,
which is bulky and hard to move.

The characteristics associated with e-cash pose significant challenges to law
enforcement in its efforts to combat money laundering and the underlying
criminal activities which it supports. Anti-money laundering efforts by law
enforcement have consistently targeted and examined paper-trails through which
the money can be traced back to its illegitimate source. Id. Other techniques such
as currency transaction reports (CTRs) have sought to have banks and other
institutions report certain activities which could trigger follow-up investigation by
law enforcement. E-cash systems could eliminate those paper-trails, which would
significantly impact law enforcement’s effort to investigate and successfully
prosecute money laundering. “[Clertain digital-cash schemes now being developed
could make financial transactions untraceable, enabling money launderers and
drug dealers to move cash freely over international computer systems while cops
wring their hands.”® The lack of a paper-trail, coupled with the wide spread use
of cryptography in the E-cash systems, would make such transactions virtually
anonymous and it would be impossible for law enforcement to determine the
nature of the transaction or parties to the transaction. In addition, the sh_eer
speed of the transaction will make the transaction harder to detect and track.

When encrypted and placed in the electronic stream of commerce, the exchange

¥ Legal Times, The Dark Side of Digital Cash, Benjamin Wittes (Jan. 30,
1995).
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of laundered proceeds will be all but impossible to separate from the thousands
of legitimate tramsactiorlls.16

The most effective means to combat the potential abuse of e-cash systems
by money launderers is to impose record-keeping requirements on the card
issuers in order to make it possible to trace the transactions. With the exhergence
of new technology and new means to transfer cash from within New Jersey to
places abroad, it will be imperative for the law enforcement community to
coordinate with federal and state legislators to ensure that record keeping
requirements similar to those currently imposed on banks are in place so that
investigations into money laundering are not hampered by a lack of necessary
enforcement mechanisms. By coordinating with federal and state governmental
agencies, it will be possible to keep abreast of the criminal enterprises’ varied
methods employed to dispose of their illegal cash proceeds.

3. Cryptography - Arguably the greatest threat to the ability of law
enforcement to investigate and prosécute crimes in the digital age is encryption.
Encryption is the conversion of readable “cleartext’ or “plaintext” into an
unintelligible text called “ciphertext” utilizing a mathematical formula. Encrypted
documents cannot be read without the use of a key that deciphers the ciphertext
back to into cleartext. From a law enforcement perspective, if digital evidence is

encrypted and the key to its decryption is not produced or found, the evidence is

16 Id.; see also, 1997-1998 Report on Money Laundering Typologie,
Financial Action Task Force on Money Laundering, (FATF), p. 48.
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unavailable to law enforcement. Encryption is a powerful tool in the hands of
criminals, such as money launderers, and could render the inyestigation of these
crimes all but impossible.

In order to prevent the widespread use of encryption technology to thwart
law enforcement, it is essential that federal, state, and local law enforcement
agencies coordinate efforts to identify instances in which criminals are using
encryption to evade prosecution so that appropriate legislation could be drafted
to address a potentially serious problem. Such legislation should increase
penalties on those defendants who use encryption téchnology during the course
of committing another offense, and should also consider whether or not a separate
substantive offense can be cfafted in which a person who knowingly uses
encryption during the course of committing a crime is subject to additional

penalties.
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V. CONCLUSION

The problem of money laundering remains of paramoupt importance to the
citizens of New Jersey, who seek to rid this state of those criminal enterprises that
utilize proceeds of criminal activity and undermine legitimate economic activity.
To date, law enforcement has directed significant resources at the problem, and
is making progress in dismantling criminal networks that operate within our
borders. With the dawn of the 21st century, the law enforcement community
must be well-positioned to combat the pervasive effect of money laundering. In
offering this Report, the Attorney General’s Money Laundering Working Group
hopes to provide a blueprint that can be followed by state and federal agencies
who are dedicated in their effort to combat this scourge of our times. It is a battle,
however, that must be fought, on all fronts, by all of society, if we are to prevail

against those that seek to undermine the American Dream.
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State of Netw Jersey

DEPARTMENT OF Law AND PUBLIC SAFETY

OFFICE OF THE ATTORNEY (GENERAL
PETER VERNIERO

“HRISTINE TODD WHITMAN P.O. Box 080
Governor : TrenToN, NJ 08625-0080 ' Attorney General
(609) 292-4925 .
June 5, 1998

COPY OF LETTER SENT TO MEMBERS OF THE WORKING GRQUP

[NAME]
[ADDRESS]

Dear

You may have read recent news accounts concerning so-called money
laundering. Although New Jersey took an important step in 1994 with the
enactment of the money-laundering statute, law enforcement still lacks many of
the tools necessary to stop money laundering. This is an area ripe for reform.

Governor Whitman has asked for recommendations to improve the current
system. For that purpose, I invite your input. Specifically, I would like to review
the possibility of strengthening existing laws to make it easier for law enforcement
officers to obtain wire taps and search warrants solely as they relate to allegations
of money laundering; establishing a system to allow New Jersey agencies to better
share and obtain existing federal databases that record large cash transactions
by banks and businesses in the state; and capping the size of checks that can be
handled by the state's check-cashing businesses.

Paul Zoubek, Director of the Division of Criminal Jﬁstice, will be contacting
you shortly to obtain your input on these and other proposals. My goal is to
present a comprehensive set of recommendations to the Governor and Legislature
as expeditiously as possible because this is a most urgent issue in New Jersey and

nationally.

Thank you in advance for your assistance and courtesies.

Sincerely, |

Peter Verniero
Attorney General

Exhibit A
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2C:21-23 OFFENSES AGAINST PROPERTY

2C:21-23. Findings, declarations. The Legislature hereby finds and
declares to be the public policy of this State, the following:

a. By enactment of the “Criminal Justice Act of 1970,” P.L.1970, c.74
(C.52:17B-97 et seq.), the legislature recognized that the existence of
organized crime and organized crime type activities present a serious threat
to the political, social and economic institutions of this State.

b. By enactment of P.L.1981, ¢.167 (C.2C:41-1 et seq.), the legislature
recognized the need to impose strict civil and criminal sanctions upon those
whose activity is inimical to the general health, welfare and prosperity of this
State, including, but not limited to, those who drain money from the economy
by illegal conduct and then undertake the operation of otherwise legitimate
businesses with the proceeds of illegal conduct.

c. By enactment of the “Comprehensive Drug Reform Act of 1986,”
P.L.1987, c.106 (C.2C:35-1 et seq.), the legislature recognized the need to
punish the more culpable drug offenders with strict, consistently imposed
criminal sanctions. The legislature intended a greater culpability for those
who profit from the illegal trafficking of drugs and expressed an intent that
such individuals be dealt with swiftly and sternly.

d. Despite the impressive efforts and gains of our law enforcement
agencies, individuals still profit financially from illegal organized criminal
activities and illegal trafficking of drugs, and they continue to pose a serious
and pervasive threat to the health, safety and welfare of the citizens of this
State while, at the same time, converting their illegally obtained profits into
“legitimate” funds with the assistance of other individuals.

e. The increased trafficking in drugs and other organized criminal
activities have strengthened the money laundering industry which takes
illegally acquired income and makes that money appear to be legitimate. In
order to safeguard the public interest and stop the conversion of ill-gotten

_criminal profits, effective criminal and civil sanctions are needed to deter and

punish those who are converting the illegal profits, those who are providing a
method of hiding the true source of the funds, and those who facilitate such
activities. It is in the public interest to make such conduct subject to strict
criminal and civil penalties because of a need to deter individuals and
business entities from assisting in the “legitimizing” of proceeds of illegal
activity. To allow individuals or business entities to avoid responsibility for
their criminal assistance in money laundering is clearly inimical to the public
good. ‘

Adopted. L. 1994, ¢. 121, §1, efTective October 26, 1994,

Exhibit B
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2C:21-24, Definitions. As used In this act:

“Attorney General” includes the Attorney General of the State of New
Jersey and the Attorney General’s assistants and deputies. The term also
shall include a county prosecutor or the county prosecutor’s designated
assistant prosecutor if a county prosecutor is expressly authorized in writing
by the Attorney General pursuant to this act.

“Derived from” means obtained directly or indirectly from, maintained by
or realized through.

“Person” means any corporation, unincorporated association or any other
entity or enterprise, as defined in subsection g. of N.J.S.2C:20-1, which is
capable of holding a legal or beneficial interest in property.

“Property” means anything of value, as defined in subsection g. of
N.J.S.2C:20-1, and includes any benefit or interest without reduction for
expenses incurred for acquisition, maintenance or any other purpose.
Adopted. L. 1994, c. 121, §2, effective October 26, 1994.

2C:21-25. Financial facilitation of criminal activity, crime. A person is
guilty of a crime if the person:

a. transports or possesses property known to be derived from criminal
activity; or

b. engages in a transaction mvolvmg property known to be derived from
criminal activity _

.(1) with the intent to facilitate or promote the criminal activity; or

(2) knowing that the transaction is designed in whole or in part

(a) to conceal or disguise the nature, location, source, ownership or coritrol
of the property derived from criminal activity; or

(b) to avoid a transaction reporting requirement under the laws of this
State or any other state or of the United States; or

c. directs, organizes, finances, plans, manages, supervises, or controls the
transportation of or transactions in property known to be derived from
criminal activity.

d. For the purposes of this act, property is known to be derived from
criminal activity if the person knows that the property involved represents
proceeds from some form, though not necessanly which form, of criminal
activity. - - .

Adopted. L. 1994, c. 121, §3, effective October 26, 1994.

2C:21-26. Knowledge inferred. For the purposes of section 3 of this act,
the requisite knowledge may be inferred where the property is transported or
possessed in a fashion inconsistent with the ordinary or usual means of
transportation or possession of such property and where the property is
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2C:21-27 OFFENSES AGAINST PROPERTY

discovered in the absence of any documentation or other indicia of legitimate
origin or right to such property.
Adopted. L. 1994, c. 121, §4, effective October 26, 1994.

2C:21-27. Degrees of offense; penalties; nonmerger. a. Whére the amount
involved is $75,000 or more, the offense defined in section 3 of this act
constitutes a crime of the second degree; otherwise, the offense constitutes a
crime of the third degree. The amount involved in a prosecution for violation
of this section shall be determined by the trier of fact. Amounts involved in
transactions conducted pursuant to one scheme or course of conduct may be
aggregated in determining the degree of the offense.

b. In addition to any other dispositions authorized by this Title, upon
conviction of a violation of this section, the court may sentence the defendant
to pay an amount as calculated pursuant to subsection a. of section 6 of this
act.

c. Notwithstanding N.J.S5.2C:1-8 or any other provision of law, a conviction
of an offense defined in this section shall not merge with the conviction of any
other offense constituting the criminal activity involved or from which the
property was derived, and a conviction of any offense constituting the
criminal activity involved or from which the property was derived shall not
merge with a conviction of an offense defined in section 3 of this act. Nothing
in this act shall be construed in any way to preclude or limit a prosecution or
conviction for any other offense defined in this Title or any other criminal law
of this State.

Adopted. L. 1994, c. 121, §S, effective October 26, 1994.

2C:21-28. Civil action for treble damages; allocation. a. The Attorney
General may institute a civil action against any person who violates section 3
of this act, and may recover a judgment against all persons who violate this
section, jointly and severally, for damages in an amount equal to three times
the value of all property involved in the criminal activity, together with costs
incurred for resources and personnel used in the investigation and litigation
of both criminal and civil proceedings. The standard of proof in actions
brought under this subsection is a preponderance of the evidence, and the
fact that a prosecution for a violation of this act is not instituted or, where
instituted, terminates without a conviction shall not preclude an action
pursuant to this subsection. A final judgment rendered in favor of the State
in any criminal proceedings shall estop the defendant from denying the same
conduct in any civil action brought pursuant to this subsection.

b. The cause of action authorized by this section shall be in addition to and
not in'lieu of any forfeiture or any other action, injunctive relief or any other
remedy available at law, except that where the defendant is convicted of a
violation of this act, the court in the criminal action, upon the application of
the Attorney General or the prosecutor, may in addition to any other
disposition authorized by this Title, sentence the defendant to pay an amount
equal to the damages calculated pursuant to the provisions of this subsection,
whether or not a civil action has been instituted.

c. Notwithstanding any other provision of law, all monies collected
pursuant to any judgment recovered or order issued pursuant to this section
shall first be allocated to the payment of any State tax, penalty and interest
due and owing to the State as a result of the conduct which is the basis for the
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FORGERY & FRAUDULENT PRACTICES 2C:21-31

action. Monies collected shall be allocated next in accordance with the
provlslons of N.J.S.2C:64-6 as if collected pursuant to chapter 64 of Title 2C,
in an amount equal to the amount of all property involved In the cnminal
activity plus the costs incurred for resources and personnel used In the
investigation and litigation. The remainder of the monies collected shall be
allocated to the General Fund of the State. .

Adopted. L. 1994, c. 121, §6, cflective October 26, 1994.

2C:21-29. Investigative interrogatories. 2. Whenever the Attorney
General, by the Attorney General's own inquiry or as the result of a.
complaint, determines that there exists reasonable suspicion that a violation
of this act is occurring, has occurred or is about to occur, or, whenever the
Attorney General believes it to be in the public interest that an investigation
be made, the Attorney General may, prior to the institution of any criminal
or civil action, issue in writing and cause to be served upon any person
investigative interrogatories requiring the person to answer and produce
material for examination.

b. Any investigative interrogatories issued pursuant to this subsection and
all procedures related to such interrogatories shall comply with the
provisions of N.J.S.2C:41-5.

Adopted. L. 1994, c. 121, §7, effective October 26, 1994.
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October 1, 1996

Honorable Jeffrey S. Blitz
Atlantic County Prosecutor

1470 19th Avenue

P.O. Box 2002

Mays Landing, New Jersey 08330

Re: GUIDELINES FOR PROSECUTION OF MONEY
LAUNDERING CRIMES, N.J.S.A. 2C:21-23 et seq.

Dear Prosecutor Blitz:

The 1994 enactment of New Jersey’s criminal money laundering statute,
N.JSA. 2C:21-23 et. seq., (the “statute” or "act”) provides a powerful tool in
combating criminal behavior in which the possession, concealment and movement of
money or other property play an important role. The statute applies to those
involved in criminal activity, including the illegal drug trade, and targets the
possession, concealment, or transport of money and other property derived from
illegal activities. The range of conduct the statute prohibits is necessarily broad,
and, for that reason, uniform enforcement is important. Further, experience
suggests that it is important to coordinate prosecution under any new statutory
scheme to ensure that the prosecutions are consxstent with the purpose of the act
and uniform to the extent possible.

Consistent with the mandates of the Criminal Justice Act of 1970 and to
ensure uniform and efficient enforcement of this relatively new criminal law, and to
provide a mechanism by which prosecutors may seek advice and assistance in
bringing cases under the statute, the attached guidelines shall govern. all
prosecutions brought pursuant to the statute. See N.J.S.A. 52:17B-98, 52:17B-103.

In essence, these guidelines provide for ﬂxe Division of Criminal Justice
to coordinate money laundering prosecutions with the several county prosecutors.
The Division of Criminal Justice and the county prosecutor will be required to

Hucnrs Jusmer Conraax  Trrrrone: (609) 292.4925 « Fax: (609) 292-3508
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and developments in the law, and the county prosecutors will be responsible for
providing necessary information. Once there have been a sufficient number of cases
under the statute to permit identification of the significant legal issues and types of
money laundering cases that can be considered routine and the types of cases that
should be considered sensitive or problematic, more detailed guidelines will be
developed in consultation with the county prosecutors.

I appreciate your anticipated cooperation.

Sincerely yours,

Foi.. cttie s
Peter Verniero
‘Attorney General

Attachment
¢: Terrence P. Farley, Director
Division of Criminal Justice

Michael Bozza, Deputy Director
Division of Criminal Justice
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GUIDELINES FOR PROSECUTION
OF MONEY LAUNDERING CRIMES
N.IS A 2C:21-23 et seq.

A Infroduction

The success of significant, sophisticated criminal activity depends on
concealing, moving and legitimizing the profits of crime. New Jersey’s money
laundering statute gives prosecutors a new avenue of attack against organized
crime and illegal drug-trade by criminalizing the conduct necessary to bring money
and other property derived from crime into the stream of “legitimate™ commerce
where criminals can enjoy these “profits.” The money laundering statute targets the
varied and diversé conduct that allows criminals to utilize their ill-gotten gains, and
the avenue the Legislature gave law enforcement in enacting this law is necessarily
broad. Thus, these guidelines for money laundering prosecuions are provided to
ensure that prosecutors throughout the State enforce the money laundering statute
uniformly -- i.e., the guidelines are issued “to secure the benefits of a uniform and
efficent enforcement of [this new) criminal law . . . throughout the State.” See
NS A. 52:17B-98; N.J.S A, 52:17B-103. To that end, the Director of the Division
of Criminal Justice and every county prosecutor shall follow the procedures set
forth below. :

Justice
1._Money Laundedneg Review Committee. A Money Laundering Review

Committee has been established in the Division of Criminal Justice. The Review
Committee will be responsible for pre-charge consultation, tracking prosecutions
and serving as a source of information and advice to the county prosecutors and
their assistants.

2. Pre-Charre Consultation. To ensure uniform enforcement, the county
prosecutor or assistant county prosecutor shall, prior to formal charge in any case in
which a prosecutor anticipates a charge of violation of the money laundering
statute, consult with the Division of Criminal Justice. The Division will in turn
provide advice on legal and technical issues. SN

3. Tracking Prosecutions. The Division of Criminal Justice shsall be
responsible for tracking all prosecutions under the money-laundering statute. The
Division shall keep rceords detailing the result of the prosecution, a description of
money or property forfeited, the sentence imposed and legal or factual issues related
to the money laundering charges.

4, Advice. The Division of Criminal Justice shall respond to inquiries from and
provide advice to the county prosecutors and their assistants.
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- < jon. Prosecutors v.ho anan:pate chargmg a violation
of the money laundenng statute shall consult with the Division of Criminal Justice
prior to indictment or accusation. Not later than three weeks prior to indictment or
accusation, the prosecutor shall forward the following to the Division:

a. The proposed indictment or accusation;
b. A bref written summary of the following:

(1) The evidence the State will offer at trial on any money

laundering charge;

(2) Legal or factual issues that may affect the State’s ability to
. prove the elements beyond a reasonable doubt;

(3) The name and telephone number of the assistant or the
supervisor of the assistant whom the Division may contact.

< <yjtztion. In any case in which a charge of money
laundenng is ﬁled or no-billed after the effective date of these guidelines, and in
any case in which an indictment or accusation was filed before the effective date of
these guidelines, the prosecuter shall provide the following to the Division as soon
asis practical:

a. A copy of the indictment or accusation or notice of 2 no-bill; and,

b. i charges were ﬁled'pﬁor to the effective date of these guidelines and
the prosecution is pending on the effective date, a brief written smnmaxy of the

following: .
(1) The evidence the State will oﬁ'er at tnal on any money
laundering charge;

(2) Legal or factual issues that may affect the State's ability to
prove the elements beyond a reasonable doubt;

(3) The name and telephone number of the assistant or the
supervisor of the assistant whom the Division may contact.

c. The prosecutor will notify and consult with the Division if any
significant legal or factual issue involving a money laundering charge that was not
addressed prior to trial arises dunng the course of the trial.

3. Post-Disnosition Reporting. As soon as practical following final dusposrt).on

at the trial Jevel (or as soon as practical after the issuance of these guidelines for
any case disposed of prior to issuance), the prosecutor shall provide a brief- written

2
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summary of the following:

(1) The disposition of the charges, including where applicable, the
sentence and any forfeiture ordered; and

(2) Legal or factual issues that impacted upon the money
laundering charge. :

4, Contacts with the Division. All correspondence and communication with the

Division required by these guidelines should, until further notice, be directed to:

John J. Smith, Supervising Deputy Attorney General
Division of Criminal Justice
25 Market Street .

CN 085
Trenton, New Jersey 08625

Telephone: 609-984-4474
Fax: 609-633-7798

or,if SDAG Smith is unavailable,

Assistant Attorney General Neil Cooper
Telephone: 609-384-0822

/L _e—_lc v Il et
PETER VERNIERO
ATTORNEY GENERAL

October 1, 1996

A-10
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Money Laundering (2C:21-25) Complaints, Indictments and Convictions
by County and Year
1994 to present

Complaints Indictments Convictions

County 1994 1995 1996 1997 1998 1994 1995 1996 1997 1998 1994 1995 1996 1997 1998

Atlantic 0 0 0

Bergen 17 30

.
fo) P

Burlington 11

—
OIN|O|—

Camden

Cape May

Cumberiand

Essex

Gloucester

Hudson

Hunterdon

Mercer

Middlesex

Monmouth

Exhibit D
A-11
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First Degree Drug Distribution' Complaints, Indictments and Convictions

by County and Year

1994 to present

Complaints Indictments Convictions
County 1994 [ 1995 [ 1996 | 1997 | 1998 | 1994 | 1995 | 1996 | 1997 | 1998 | 1994 [ 1995 | 1996 | 1997 | 1998
Atlantic 17 64 77 60 107 3 1 4 2 0 0 1 0 0 0
Bergen 78 113 111 75 49 19 9 13 8 9 2 2 6 4 2
Burlington 0 1 2 0 5 2 0 0 1 o) 0 0 0 1 0
Camden 46 5 7 13 28 32 63 18 19 13 10 20 19 11 7
Cape May 14 10 10 10 3 0 1 0 0 0 0 1 0 0 0
Cumberland 58 118 57 41 22 7 14 5 10 6 1 6 4 7 2
Essex 26 22 10 15 3 118 47 57 73 21 23 25 28 40 20
Gloucester 14 28 52 21 14 18 17 18 16 5 7 6 8 10 7
Hudson 10 4 5 3 2 43 29 42 22 18 16 18 21 21 10
Hunterdon 7 16 10 3 11 2 2 0 0 0 0 4 0 0 0
Mercer 8 8 10 5 3 6 8 12 4 1 10 6 4 3 2
Middlesex 189 84 68 89 49 12 9 11 16 20 7 0 2 9 4
Monmouth 36 88 50 31 18 19 23 30 10 12 4 3 13 9 7
Morris 13 31 33 15 15 11 38 23 15 13 13 8 19 6 9
Ocean 10 13 9 17 7 4 0 0 5 2 2 2 0 2 2
Passaic 8 27 43 24 27 10 11 13 4 4 6 10 3 5 .4
Salem 6 11 14 20 9 14 9 26 29 1 0 4 8 19 1
Somerset 0 0 1 0 0 0 0 0 0 0 1 0 0 0 0
Sussex 2 4 2 4 3 0 0 1 1 0 0 0 0 1 0
Union 44 16 32 43 24 35 1 17 14 12 7 20 9 8 11
Warren 23 6 5 3 0 1 1 0 2 0 3 1 2 2 0
Total 609 669 608 492 399 356 293 290 251 137 112 137 146 158 88

! Includes the following statutes: 2C:35-3, 2C:35-4, 2C:35-5b(1) and 2C:35-5b(6)

Research and Evaluation Section 8/11/3R
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Sl-JSpICIOUS T
Activity Report ors: ot
NCUA: 2362

TREASURY: TD F 90-22.47

ALWAYS COMPLETE ENTIRE REPORT Expires September 30, 1998

OMB No. 7100-0212
OMB No. 3064-0077
OMB8 No. 1667-0180
OMB No. 1550-0003
oMB No, 3133-0094
OMB No. 1506-0001

1 Check appropriate box:

a D Initial Report c DSuppIementaI Report

b [ corrected Report

Reporting Financial Institution Information

2 Name of Financial Institution 3 Primary Federal Regulator
a [ Federal Reserve d [Jocc
4 Address of Financial Institution b D FDIC e E] oTS
¢ [ ncua
5 City 6 State 7 Zip Code 8 EINor TIN
9 Address of Branch Office(s) where activity occurred 10 Asset size of financial institution
$ .00
11 City 12 State 13 Zip Code 14 If institution closed, date closed
| l | I l (MMDDYY) / /

15 Account number(s) affected, if any

a a DYes b DNo

16 Have any of the institution’s accounts related to this matter been closed?

If yes, identify

b

Suspect Information

17 Last Name or Name of Entity 18 First Name

19 Middle Initial

20 Address 21 SSN, EIN or TIN (as applicable)
22 City 23 State 24 Zip Code 25 Country |26 Date of Birth (MMDDYY})
| [ I I ——
27 Phone Number - Residence (include area code) 28 Phone Number - Work {include area code)
( ) ( )
29 Occupation K .o
30 Forms of Identification for Suspect:

a D Driver’s License b D Passport ¢ DAlien Registration d D Other
e Number f Issuing Authority
31 Relationship to Financial Institution:
a [ Accountant d |:| Attorney g D Customer i D Officer
b D Agent -} D Borrower h D Director k E] Shareholder
c D Appraiser f I:l Broker i I___] Employee | D Other
32 s insider suspect still affiliated with the financial institution? 33 Date of Suspension, |34 Admission/Confession
. Termination, Resigna- .
a [ ves If no, specify c D Suspt:nded e |:| Resigned tion (MMDDYY) a D Yes b |:| No
b E] No d D Terminated / /
Exhibit F
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36 Dollar amount involved in known or suspicious activity
I__ $ .00 -

35 Date of suspicious activity (MMDDYY)

37 Summary characterization of suspicious .activity:

a D Bank Secrecy Act/Structuring/

g D Counterfeit Check

o

-~ o a o

r

Money Laundering
[ sribery/Gratuity
[:] Check Fraud
[:] Check Kiting
[] commercial Loan Fraud
D Consumer Loan Fraud

[ other

h [ Counterfeit Credit/Debit Card
i E] Counterfeit Instrument (other)
j [ Credit Card Fraud

k [ Debit Card Fraud

I D Defalcation/Embezzlemaent

m [] False Statement

n [ Misuse of Position or
Self-Dealing

[} E] ‘Mortgage Loan Fraud

p | Mysterious Disappearance

q L__] Wire Transfer Fraud

39 Dollar amount of recovery

38 Amount of loss prior to recovery
(if applicable}
$ .00

{if applicable)
$ .00

aDYes b E]No

41 Has the institution’s bonding company been notified?

40 Has the suspicious activity had a
material impact on or otherwise affected
the financial soundness of the institution?

aDYes bDNo

If so, list the agency and local address.

42 Has any law enforcement agency already been advised by telephone, written communication, or otherwise?

Agency
43 Address
44 City 45 State 46 Zip Code
LAY Witness Information
47 Last Name 48 First Name 49 Middle Initial
50 Address 51 SSN
52 City 53 State 54 Zip Code 55 Date of Birth (MMDDYY)
[ —
56 Title 57 Phone Number (include area code) |58 Interviewed
) ( ) o aldves b[INo
LISV Preparer Information
59 Last Name 60 First Name 61 Middle Initial
62 Title 63 Phone Number (include area code) 64 Date (MMDDYY)
( ) / /
Contact for Assistance (If different than Preparer Information in Part V)
65 Last Name 66 First Name 67 Middle Initial
68 Title 69 Phone Number (include area code)
{ )
70 Agency (If applicable)
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Explanation/description of known or suspected violation of law or | e Retain any evidence of cover-up or evidence of an attempt

susplclous activity, This section of the report is critical. The care to deceive federal or state examiners or others.
with which it is written may make the difference in whether or f Indicate where the possible violation took place

not the described conduct and its possible criminal nature are (e.g., main office, branch, other).

clearly understood. Provide below a chronological and complete | g Indicate whether the possible violation is an isolated
account of the possible violation of law, including what is incident or relates to other transactions.

unusual, irregular or suspicious about the transaction, using the h Indicate whether there is any related litigation; if so,
following checklist as you prepare your account. If necessary, specify.

Recommend any further investigation that might assist law
enforcement authorities.

a Describe supporting documentation and retain for 5 years. . |j Indicate whether any information has been excluded from

b Explain who benefited, financially or otherwise, from the this report; if so, why?
transaction, how much, and how.
¢ Retsin any confession, admission, or explanation of the

-

continue the narrative on a duplicate of this page.

For Bank Secrecy Act/Structuring/Money Laundering reports,

transaction provided by the suspect and indicate to include the following additional information:
whom and when it was given.
d Retain any confession, admission, or explanation of the k Indicate whether currency and/or-monetary instruments

were involved. If so, provide the amount and/or description.
Indicate any account number that may be involved or
affected.

transaction provided by any other person and indicate
to whom and when it was given. |

Paperwork Reduction Act Notice: Tha purpose of this form is 10 peovide an effective end consistent means for finsncial institutions to notify eppropriate law enforcement
agencies of known or suspected criminal conduct or suspicious actlvities thet take place st or were perpetrated against financlal institutions. This report Is required by law,
pursusnt 1o authority contained in the following statutes. Boerd of Governors of the Federal Reserve System: 12 U.S.C. 324, 334, 611e. 1844(b) and (ck. 3106(c) (2} ond
3106(al. Federal Deposit Insurance Corporation: 12 U.S.C. 93a, 1818, 1881-84, 3401-22. Office of the Comptroller of the Currency: 12 U.S.C. 93a, 1818, 1881-84, 3401-22.
Office of Thrift Supervision: 12 U.S.C. 1463 snd 1464, Nationsl Credit Union Administretion: 12 U.S.C. 1766(s}, 1786(q). Financial Crimes Enforcoment Network: 31 U.S.C.
5318(gl. Information collected on this report Is confidentlal (5 U.S.C. 552(b}7) and 5528(k)(2), and 31 U.S.C. 5318(g)). The Federal financlal Institutions reguistory sgencies
and tho U.S. Departments of Justice and Treasury may use and shere the Information. Public reporting end recordkeeping burdon for this information collection is estimated to
average 36 minutes per response, and Inciudes time to gather and maintaln data in the required report, review the Instructions, and complete the Information collection, Send
comments regarding this burden estimate, including suggestions for reducing the burden, to the Office of Management end Budget, Psperwork Reduction Project, Weshington,
DC 20503 and. depending on your primary Federst regulatory agency, to Secretery, Board of Governors of the Federsl Reserve System, Washington, DC 20551; or Assistent
Exccutive Secretay, Federal Deposit Insurance Corporation, Washington, DC 20429; or Legisiative and Reaulatory Analysis Division, Office of the Comptrofior of the Currency,
Washington, DC 20219; or Office of Thrift Supervision, Enforcement Office, Washington, DC 20552; or National Cradit Unlon Administration, 1775 Duke Street, Alexandria, VA
22314: or Office of the Direclor, Financial Crimes Enforcement Notwork, Department of the Treasury, 2070 Chain Bridge Road, Vienns, VA 22182,
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Safe Harbor Federal law (31 U.S.C., 5318(g)(3)) provides complete protection from civil liability for all reports of
suspected :: known criminal violations and suz; *'dus activities to appropriate authorities, including supporting
documentation, regardless of whether such reports are filed pursuant to this report’s instructions or are filed on a
voluntary basis. Specifically, the law prowdes that a financial institution, and its directors, officers, employees and
~gents, that make a disclosure of any p:...ue violation of law. or regulation, including in connection with the
preparation of suspicious activity reports, “shall not be liable to any person under any law or regulation of the United
States or any constitution, law, or regulation of any State or political subdivision thereof, for such disclosure or for
any failure to notify the person involved in the transaction or any other person of such disclosure.”

Notification Prohibited Federal law (31 U.S.C. 5318(g)(2)) requires that a financial institution, and its directors,
officers, employees and agents who, voluntarily or by means of a suspicious activity report, report suspected or

known criminal violations or suspicious activities may not notify any person .nvolved in the transaction that the
transaction has been reported.

In situations involving violations requiring immediate attention, such as when a reportable violation is
ongoing, the financial institution shall immediately notify, by telephone, appropriate law enforcement and
financial institution supervisory authorities in addition to filing a timely suspicious activity report.

WHEN TO MAKE A REPORT:

1. All financial institutions operating in the United States, including insured banks, savings associations,
savings association service corporations, credit unions, bank holding companies, nonbank subsidiaries of
bank holding companies, Edge and Agreement corporations, and U.S. branches and agencies of foreign
banks, are required to make this report following the discovery of:

a. Insider abuse involving any amount. Whenever the financial institution detects any known or
suspected Federal criminal violation, or pattern of criminal violations, committed or attempted against
the financial institution or involving a transaction or transactions conducted through the financial
institution, where the financial institution believes that it was either an actual or potential victim of a
criminal violation, or series of criminal violations, or that the financial institution was used to facilitate
a criminal transaction, and the financial institution has a substantial basis for identifying one of its
directors, officers, employecs, agents or other institution-affiliated parties as having committed or
aided . the commission of a criminal act regardless of the amount involved in the violation.

b. Violations aggregating $5,000 or more where a suspect can be identified. Whenever the financial
institution detects any known or suspected Federal criminal violation, or pattern of criminal violations,
committed or attempted against the financial institution or involving a transaction or transactions
conducted through the financial institution and involving or aggregating $5,000 or more in funds or
other assets, where the financial institution believes that it was either an actual or potential victim of
a criminal violation, or series of criminal violations, or that the financial institution was used to
facilitate a cr minal transaction, and the financial institution has a substantial basis for identifying a
possible suspect or group of suspects. If it is determined prior 1o filing this report that the identified
suspect or group of suspects has used an "alias,” then information regarding the true identity of the
suspect or group of suspects, as well as alias identitiers, such as drivers' licenses or social security
numbers, addresses and telephone numbers, must be reported.

c. Violations aggregating $25,000 or more regardless of a potential suspect. Whenever the inancial
institution detects any known or suspected Federal criminal violation, or pattern of criminal violation's,
commiitted or attempted against the financial institution or involving a transaction or transactions
congucted through the financial institution and involving or aggregating $25,000 or more in funds or
other assets, where the financial institut'on believes that it was either an actual or potential victim of
a criminal violation, or series of criminal violations, or that the financial institution was used to
facilitate a criminal transaction, even though there is no substantial basis for identifying a possible
suspect or group of suspects.

d. Transactions aggregating $5,000 or more that involve potential money laundering or violations of the
Bank Secrecy Act. Any transaction {(which for purposes of this subsection means a deposit,
withdrawal, transfer between accounts, exchange of currency, loan, extension of credit, purchase or




sale of any stoceyt?gﬁd\/,l%\gr'ﬂ acaart]eagfhé\é%gs?to.p& f&?ﬁ'ér”f“?ok‘&"é’&%ss‘?yu%’&? l:ilbnrr%%stmem security, or
any other payment, transfer, or delivery by, through, or to a financial institution, by whatever means
effected) conducted or attempted by, at or through the financial institution and involving or
aggregiting $5,000 or more in funds or other assets, if the financial institution knows, suspects, or
has reason to suspect that:

i. The transaction involves funds derived from illegal activities or is intended or conducted in order to
hide or disguise funds or assets derived from illegal activities (including, without limitation, the
ownership, nature, source, location, or control of such funds or assets) as part of a plan to violate
or evade any law or regulation or to avoid any transaction reporting requirement under Federal law;

ii. The transaction is designed to evade any reguiations promulgated under the Bank Secrecy Act; or

iii. The transaction has no business or apparent lawful purpose or is not the sort in which the
particular customer would normally be expected to engage, and the financial institution knows of
no reasonable explanation for the transaction after examining the available facts, including the
background and possible purpose of the transaction.

The Bank Secrecy Act requires all financial institutions to file currency transaction reports (CTRs) in
accordance with the Department of the Treasury's implementing regulations (31 CFR Part 103).

These regulations require a financial institution to file a CTR whenever a currency transaction exceeds
$10,000. If a currency transaction exceeds $10,000 and is suspicious, the institution must file both a
CTR (reporting the currency transaction) and a suspicious activity report {reporting the suspicious or
criminal aspects of the transaction). If a currency transaction equals or is below $10,000 and is
suspicious, the institution should only file a suspicious activity report.

A financial institution is required to file a suspicious activity report no later than 30 calendar days after
the date of initial detection of facts that may constitute a basis for filing a suspicious activity report.

If no suspect was identified on the date of detection of the incident requiring the filing, a financial
institution may delay filing a suspicious activity report for an additional 30 calendar days to identify a
suspect. In no case shall reporting be delayed more than 60 calendar days after the date of initial
detection of a reportable transaction.

This suspicious activity report does not need to be filed for those robberies and burglaries that are
reported to lorz2l authorities, or (except for savings associations and service corporations) for lost,
missing, counterfeit or stolen securities that are reported pursuant to the requirements of 17 CFR
240.17¢-1. i

HOW TO MAKE A REPORT:

1.

_O)

Send each completed suspicious acliviiy report 0:
FinCEN, Detroit Computing Center, P.O. Box 33980, Detroit, M1 *48232
For items that o not apply or for which information is not availabie, ieave blank.

Complete each suspicious activily report in its entirely, even when e suspicious activily report is a
corrected or supplemental report,

Do notinclude supporting documeniaion wiih ihe suspicious aciiviiy ieport. identify and retain a copy
of the suspicious activity report and &ll original supporting docurnentation or business record equivalent
for 5 years from the date of the suspicious activity report. Ail supporting documentation must be made
available to appropriate authorities upon request.

if more space is needed to complete an item {for example, to report an additional suspect or witness),
a copy of the page containing the item should be used to provide the information.

Financial institutiors are encouraged to prov.de cop-¢s . suspicious eciivily reports 1o staie
and iocal authorities, where appropfiate. '
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Reported Money Movement in New Jersey 1997

Casino CTRs
SARs $973,515,000

$652,780,000

CMIRs
$ 671,167,000

CTRs
@FBARs
OCMIRs
OSARs
mCasino CTRs

CTRs
$14,598,156,000

Source: Financial Crimes Enforcement Network

Exhibit G
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FINCE N

FINANCIALUOCRIMCS ENFORCEMENT NCTWORK

The mission of the Fmanclal Crimes
Enforcement Network is to support and
strengthen domestic and international
anti-money laundering efforts and to foster
interagency and global cooperation to that
end through information collection, analysis
and sharing, technological assistance, and
innovative and cost-effective implementation

of Treasury authorities.

FinCEN Stratedic P!

@hus_m:m_

New ® FATF Annual Report/An
1997-1998 (June 1998) -
® Suspicious Activity Reporting &
Gasinos
® Suspicious Activity Reporting
Regulations Extended to Casinos
and Card Clubs
Rordariess World e [Latest News Release]
® [Comments to FInCEN]
M Updated Wednesday, August 05, 1998
Search / Treasury Home Page / Br_ouss
Cyhsraayments
Exhibit H
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FinCEN searches and analyzes information and other critical forms of intelligence to support
financial investigations. Using advanced technology, specialized analysls, and a variety of data
sources, FinCEN links together various elements of the crime, helping investigators find the
missing pieces of the criminal puzzle. FinCEN accesses a variety of databases--one of the largest
repositories of information available to law enforcement in the country. They are:

Financial Database

Working in partnership with the financial and regulatory communities, FinCEN uses counter money
laundering laws -- the Bank Secrecy Act -- to require financial institutions to report and keep records of
certain currency transactions. (It is the largest currency transaction reporting system in the world.)

The financial database consists of reports that are required to be filed under the Bank Secrecy Act (BSA).
BSA records contain information on large currency transactions, casino transactions, international
movements of currency, and foreign bank accounts. This information often provides invaluable assistance
for investigators because it is not readily available from any other source and preserves a financial paper
trail for investigators to track criminals and their assets.

Commercial Databases

Information from commercially available sources plays an increasingly vital role in criminal investigations.
Commercial database products include information such as state corporations, property, people locator
records, professional license, and vehicle registration.

Law Enforcement Databases

FinCEN is able to access law enforcement databases (through written agreements with each agency) from
the Treasury bureaus, Drug Enforcement Administration, Department of Defense, and the Postal Inspection
Service. These databases provide the status of current or closed investigations as well as information
gathered form informants, surveillance and other sources.

B 2 o & & W M
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Gateway:

FinCEN's network extends to state and local governments in order to ensure the widest poséible
anti-money laundering effort. Through Gateway, state and local law enforcement agencies have direct,
on-line access to records filed under the Bank Secrecy Act (BSA) and the ici ivi i

Gateway allows state and local investigative agencies to conduct their own research and analysis of BSA
and SAR data rather than submit cases for direct case support. Every state, as well as the District of
Columbia and Puerto Rico, has authorized Gateway users. Each month, Gateway processes an average of

4,800 queries.
FinCEN has designed Gateway to collect information on the inquiries that are made and compare this

information to subsequent and prior queries. Consequen:lr, FinCEN can alert a state or local agency that
another agency has made queries on the same subject. Hundreds of these "alerts" have been issued since

Gateway began.
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23. (new section)

2C:5-8. Smugigling conveyances.

a. Any person who, with the purpose of facilitating the transportation of a
controlle;i dangerous substance or controlled subs\tance analdg, property which would be
subject to forfeiture pursuant to chapter 64 of this ‘title (N.J.S. 20:64-1 et seq.), or any
other contraband, alters, modifies or constructs a motor vehicle so that it contains a false
compartment as defined in subsectioh c. of this section, is guilty of a crime of the third
degree.

b. Any person who, with the purpose to store, conceal, smuggle or fransport a

v.0}1a
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controlled substance or controlled substance analog, property which woul;i be subject to
forfeiture pursuant to chapter 64 of this title (N.J.S. 2C:64-1 et seq.), or any other
contraband, knowingly operates, exercises control over, or rides in a motor vehicle v;/hich
has been altered or modified or constructed to contain a false cqmpartment as defined is
subsection c. of this section, is guilty of a crime of the fourth degree. It shall not be
necessary in any prosecution under this section for the State to prove that any controlled
dangerous substance, controlled substance_analog, property which would be subject to
forfeiture ;)ursuant to chapter 64 of this title (N.J.S. 2C:64-1 et seq.), or other (:ontraband
was actually concealed within the false compartment or the motor vehicle.

c. The term "false compartment™ means any box, container, space, or enclosure
that is intended for use or designed for use to conceal, hide, or otherwise prevent
discovery of any controlled substance, controlled substance analog, property which would
be subject to forfeiture pursuant to chapter 64 of this title (N.J.S. 2C:64-1 et seq.), or
other contraband within or attached to a vehicle, including, but not limited to, any of the
following:

(1) false, altered, or modified fuel tanks. -

(2) original factory equipment of a vehicle‘that is modified, altered, or changed.

(3) a compartment, space, or box that is added to, or fabricated, made, or created
from, existing compartments, spaces, or boxes within a vehicle.

(4) a compar'tment which can be opened only by_ the use of controls intended by

the vehicle manufacturer to operate other equipme'nt in the vehicle or by the dse of hidden

controls or devices.

v.0lla
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d. In determining whether the defendant had the purpose required in subsection a.

" or b. of this section, the trier of fact, in addition to or as part of the proofs, may consider

the following factors: whether the compartment has an identification number, as required
by N.J.S. '108-1 et seq.; statements by an owner or by anyone in control of or riding in
the vehiclé concerninvg the use of the compartment; whether of the compartment has, at
any time, contained controlled dangerous 'substances, controlled substance analogs,
property which would be subject to forfeiture pursuant to chapter 64 of this title (N.J.S.
2C:64-1 et seq.), or other contraband; the existence of any residue of controlled
dangerous substances, controlled substance analogs or other contraband within the
compartment; direct or circumstantial evidence of the intent of an owner, or of anyone in
control of the vehicle, to deliver it to persons whom he knows intend to use the vehicle
to facilitate a violation of the criminal laws; the existenc;e and scope of legitimate uses for
the compartment; and expert testimony concerning the use of the qémpartment. The fact
that the compartment does not have an identification number, as required by N.J.S. 10B-1
et seq., shall constitute prima facie e;/idence'that the defendant had the purpose to
facilitate the transportation of, or to store, conceal, smuggle or transport, a controlled
dange;bus substance, controlled su'bstance analog or any other contraband. The fact that
an owner, or anyone in control of or riding in the vehicle has not been charged with or
convicted of a violation of chapter 35 of this title or any other offense, shall not be

relevant to a determination of whether a compartment is a false compartment.

30. N.J.S. 39:10B-1 is amended to read as follows:

v.0l1a
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39:10B-1. Definitions
As used in this act:
a. "Director" means the Director of the Division of Motor Vehicles in the Department of
Law and Public Safety.
b. "Major motor vehicle component part" or "component part" means the following parts
of any motor vehicle: |
(1) engine;
(2) cowl; i
(3) transmissibn;
(4) frame;
(5) each door;
(6) third member or rear end assembly;
(7) each front fender or each rear fender of a rear panel;
(8) front end assembly;
(9) rear clip; [and]
(10) a_false compartment as defined in section 29 of P.L. . ¢. (now pending before the

(11) any other parts of a motor vehicle designated by the director.

c. "Manufacturer's part number"” means the original manufacturer's number located on a
major motor vehicle’ component part.

d. "Scrap processor" means a person who, from a fixed location, utilizes machinery and
equipment for processing and manufacturing iron, steel, or nonferrous metallic scrap,

v.0lla
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which is or has been a motor vehicle or component part, into prepared grades for sale for
remelting purposes, and who does not sell the materials as motor vehicles or major motor

vehicle component parts.

- v.0lla
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ASSEMBLY, No. 2171

STATE OF NEW JERSEY
208th LEGISLATURE

INTRODUCED JUNE 11, 1998

Sponsored by:
Assemblyman NEIL M. COHEN
District 20 (Union)

SYNOPSIS
Upgrades the crime of money laundering to a crime of the first degree; classifies conspiracy to

commit money laundering as a crime of the first degree.

CURRENT VERSION OF TEXT
As introduced.

AN ACT concerning money laundering and amending P.L.l994, c.121 and N.J.S.2C:5-4.
BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:

1. Section 5 of P.L.1994, c.121 (C.2C:21-27) is amended to read as follows:

5. a.[ Where the amount involved is $75,000 or more, the] The offense defined in section 3 of this
act constitutes a crime of the first degree if the amount involved is $500,000.00 or more. If the amount
involved is at least $75,000.00 but % [does not exceed] less than¥ $500,000.00%. [then]% the offense
constitutes a crime of the second degree; otherwise, the offense constitutes a crime of the third degree.
Notwithstanding the provisions of N.J.S.2C:43-3, the court may also impose a fine ¥[not] up¥ to
*[exceed]¥* $500,000.00. The amount involved in a prosecution for violation of this section shall be
determined by the trier of fact. Amounts involved in transactions conducted pursuant to one scheme or
course of conduct may be aggregated in determining the degree of the offense. Notwithstanding the
provisions of paragraph (1) of subsection a. of N.J.S.2C:43-6, a person convicted of a crime of the first

degree uant to the provisi this subsection shall nten a %¥term of imprisonment that

shall include the imposition of a minimum term which shall be fixed at, or between, one-third and
ne-half of the sentence im i ini imprisonment of 1
ar ring which time th igi rol .

b. In addition to any other dispositions authorized by this Title, upon conviction of a violation of
this section, the court may sentence the defendant to pay an amount as calculated pursuant to subsection a.
of section 6 of this act. :

¢. Notwithstanding N.J.S.2C:1-8 or any other provision of law, a conviction of an offense defined
in this section shall not merge with the conviction of any other offense constituting the criminal activity
involved or from which the property was derived, and a conviction of any offense constituting the criminal
activity involved or from which the property was derived shall not merge with a conviction of an offense
defined in section 3 of this act. Nothing in this act shall be construed in any way to preclude or limit a
prosecution or conviction for any other offense defined in this Title or any other criminal law of this State.
(cf: P.L.1994, c.121, 5.5) Exhibit K
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2C:5-4. Grading of Criminal Attempt and Conspiracy; Mitigation in Cases of Lesser Danger. a.
Grading. Except as provided in [subsection] subsections c. and d., an attempt or conspiracy to commit a
crime of the first degree is a crime of the second degree; except that an attempt to commit murder is a crime
of the first degree. Otherwise an attempt is a crime of the same degree as the most serious crime which is
attempted, and conspiracy is a crime of the same degree as the most sérious crime which is the object of the
conspiracy; provided that, leader of organized crime is a crime of the second degree. An attempt or
conspiracy to commit an offense defined by a statute outside the code shall be graded as a crime of the same
degree as the offense is graded pursuant to sections 2C:1-4 and 2C:43-1.

b. Mitigation. The court may impose sentence for a crime of a lower grade or degree if neither the
particular conduct charged nor the defendant presents a public danger warranting the grading provided for
such crime under subsection a. because:

(1) The criminal attempt or conspiracy charged is so inherently unlikely to result or culminate in
the commission of a crime; or

(2) The conspiracy, as to the particular defendant charged, is so peripherally related to the main
unlawful enterprise.

c. Notwithstanding the provisions of subsection a. of this section, conspiracy to commit a crime set
forth in subsection a., b., or d. of N.J.S.2C:17-1 where the structure which was the target of the crime was
a church, synagogue, temple or other place of publrc worship i isa crime of the ﬁrst degree.

u ion, ¢ to commit a
4. c.121 (C.2C:21-2 is a crime of th first] same d and a person
vi r_thi i t at f impri ent ithstanding the

visi cti : 43-6, the t i i nt shall in ea

jous cri hat w nspi mmitted

(cf: P.L.1997,c.34,s. 1)

%3. N.J.S.2C:21-25 is amended to read as follows:
2C:21-25.  Money laundering; illegal investment, crime

3. A person is guilty of a crime if the person:

a. transports or possesses property known to be derived from criminal activity; or

b.  engages in a transaction involving property known to be derived from criminal activity

(1) with the intent to facilitate or promote the criminal activity? or

(2) knowing that the transaction is designed in whole or in part

(a) to conceal or disguise the nature, location, source, ownership or control of the property derived
from criminal activity; or

(b) toavoid a transaction reporting requirement under the laws of this State or any other state or
of the United States; or

c. directs, organizes, finances, plans, manages, supervises, or controls the transportation of or
transactions in property known to be derived from criminal activity.

d. For the purposes of this act, property is known to be derived from criminal activity if the person
knows that the property mvolved represents proceeds from some form, though not necessanly which form
of crlmmal actrvnty inin




4. N.J.S.2C:20-2 is amended to read as follows:

2C:20-2. Consolidation of Theft Offenses; Grading; Provisions Applicable to Theft Generally.

a. Consolidation of Theft Offenses. Conduct denominated theft in this chapter constitutes a single
offense, but each episode or transaction may be the subject of a separate prosecution and conviction. A
charge of theft may be supported by evidence that it was committed in any manner that would be theft under
this chapter, notwithstanding the specification of a different manner in the indictment or accusation, subject
only to the power of the court to ensure fair trial by granting a bill of particulars, discovery, a continuance,
or other appropriate relief where the conduct of the defense would be prejudiced by lack of fair notice or by
surprise.

b. Grading of theft offenses. Theft constitutes a crime of the first degree if the amount involved
is r mor herwi

(1) Theft constitutes a crime of the second degree if:

(a) The amount involved is $75,000.00 [or more] but less than 55!!!!,!!!!!1

(b) The property is taken by extortion;

(c) The property stolen is a controlled dangerous substance or controlled substance analog as defined
in N.J.S.2C:35-2 and the quantity is in excess of one kilogram; or

(d) The property stolen is a person's benefits under federal or State law, or from any other source,
which the Department of Human Services or an agency acting on its behalf has budgeted for the person's
health care and the amount involved is $75,000 or more.

(2) Theft constitutes a crime of the third degree if:

(a) The amount involved exceeds $500.00 but is less than $75,000.00;

(b) The property stolen is a firearm, motor vehicle, vessel, boat, horse or airplane;

(c) The property stolen is a controlled dangerous substance or controlled substance analog as defined
in N.J.S.2C:35-2 and the amount involved is less than $75,000.00 or is undetermined and the quantity is one
kilogram or less;

(d) It is from the person of the victim;

() It is in breach of an obligation by a person in his capacity as a fiduciary;

(H It is by threat not amounting to extortion;

(g) Itis of a public record, writing or instrument kept, filed or deposned according to law with or
in the keeping of any public office or public servant;

(h) The property stolen is a person's benefits under federal or State law, or from any other source,
which the Department of Human Services or an agency acting on its behalf has budgeted for the person's
health care and the amount involved is less than $75,000;

(i) The property stolen is any real or personal property related to, necessary for, or derived from
research, regardless of value, including, but not limited to, any sample, specimens and components thereof,
research subject, including any warm-blooded or cold-blooded animals being used for research or intended
for use in research, supplies, records, data or test results, prototypes or equipment, as well as any proprietary
information or other type of information related to research;

(j) The property stolen is a New Jersey Prescription Blank as referred to in R.S.45: 14-14; or

(k) The property stolen consists of an access device or a defaced access device.

(3) Theft constitutes a crime of the fourth degree if the amount involved is at least $200.00 but does
not exceed $500.00. If the amount involved was less than $200.00 the offense constitutes a disorderly
persons offense.

(4) The amount involved in a theft shall be determined by the trier of fact. The amount shall
include, but shall not be limited to, the amount of any State tax avoided, evaded or otherwise unpaid,
improperly retained or disposed of. Amounts involved in thefts committed pursuant to one scheme or course
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of conduct, whether from the same person or several persons, may be aggregated in determining the grade

of the offense.

c. Claim of right. It is an affirmative defense to prosecution for theft that the actor:

(1) Was unaware that the property or service was that of another;

(2) Acted under an honest claim of right to the property or service involved or that he had a right
to acquire or dispose of it as he did; or ' ' '

(3) Took property exposed for sale, intending to purchase and pay for it promptly, or reasonably
believing that the owner, if present, would have consented.

d. Theft from spouse. It is no defense that theft was from the actor's spouse, except that
misappropriation of household and personal effects, or other property normally accessible to both spouses,
is theft only if it occurs after the parties have ceased living together.

[3]5%. This act shall take effect immediately .

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted and is
intended to be omitted in the law.

Matter underlined thus is new matter.
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2C:21-27. Degrees of offense; penalties; nonmerger

5. a. Where the amount involved is $75,000 or more, the offense defined
in section 3 of this act constitutes a crime of the second degree; otherwise, the
offense constitutes a crime of the third degree. The amount involved in a
. prosecution for violation of this section shall be determined by the trier of fact.
Amounts involved in transactions conducted pursuant to one scheme or course of
conduct may be aggregated in determining the degree of the offense.

b. In addition to any other dispositions authorized by this Title, upon
conviction of a violation of this section, the court may sentence the defendant to
pay an amount as calculated pursuant to subsection a. of section 6 of this act.

c. Notwithstanding N.J.S.2C:1-8 or any other provision of law, a conviction
of an offense defined in [this] section 3 of this act shall not merge with the
conviction of any other offense constituting the criminal activity involved or from
which the property was derived, and a conviction of any offense constituting the
criminal activity involved or from which the property was derived shall not merge
with a conviction of an offense defined in section 3 of this act, and the sentence
. victi . . i . I

b v iv i victi ffen
he crimi ivity invol hi w riv
Nothing in this act shall be construed in any way to preclude or limit a prosecution
or conviction for any other offense defined in this Title or any other criminal law of

this State.

G:\SUAREZ\MONEYLAU\2C21-27A.INI

Exhibit L
A-31



Exhibit M

You are viewing an archived copy from the New Jersey State ‘L%f |1"’s DCJ amendments

SENATE, No. 1222

STATE OF NEW JERSEY
208th LEGISLATURE

INTRODUCED JUNE 22, 1.998

Sponsored by:

Senator GARRY J. FURNARI
District 36 (Bergen, Essex and Passaic)
Senator WAYNE R. BRYANT
District 5 (Camden and Gloucester)

SYNOPSIS
Makes it a crime of the fourth degree for a check cashing business to cash a check for
consideration in the amount of $2,500.00 or more.

CURRENT VERSION OF TEXT
As introduced.

AN ACT conceming check cashing businesses and amending P.L.1993, c¢.383.
BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:

1. Section 18 of P.L.1993, c.383 (C.17:15A-47) is amended to read as follows:

18. No licensee, or any person acting on behalf of a licensee, shall:

a. Cash a check which is made payable to a payee which is other than a natural person unless the
licensee has on file a corporate resolution or other appropriate documentation indicating that the
corporation, partnership or other entity has authorized the presentment of a check on its behalf and the
federal taxpayer identification number of the corporation, partnership or other entity;

b. Cash a check for anyone other than the payee named on the face of the check, except that the
commissioner may, by regulation, establish exceptions to this prohibition;

c. Cash or advance any money on a postdated check;

d. Fail to give each customer at the end of each transaction a receipt showing the amount of the
check which was cashed, the amount which was charged for cashing the check, and the amount of cash
which the customer was given;

e. Engage in the business of making loans of money, credit, goods or things or discounting or
buying of notes, bills of exchange, checks or other evidences of debt, or conduct, or allow to be
conducted, a loan business or the negotiation of loans or the dxscountmg or buying of notes, bills of
exchange, checks or other evidences of debt in the same premises where the licensee is cashing checks.
For purposes of this subsection, a licensee shall be deemed to have made a loan if the licensee cashes a
check deposited by a customer whose check cashing privileges were required to be suspended under
subsection j. of section 15 of this act. Notwithstanding the provisions of this subsection, any person
licensed as a pawnbroker in this State shall be eligible to qualify as a licensee under this act, and upon
being so licensed, may conduct business as a check casher in the same premises in which that person
conducts business as a pawnbroker;

f. Engage in business at an office or mobile office other than a business which primarily
provides financial services, except as otherwise provided pursuant to subsection e. of this section;

g. Violate any provision of this act or rcgulations promulgated pursuant to this act; [or]

h. Fail to comply with any order of the commissioner; or

i, Cash a check *Ifoncomxdsm&mnl_xmhs_amounmﬁz.mm_gnmnm_&mnann_.
(cf: P.L.1993,¢c.383,5.18)

2. Section 23 of P.L.1993, ¢.383 (C17:15A-52) is amended to read as follows:

23. [a.] The commissioner shall promulgate rules and regulations pursuant to the
" Administrative Procedure Act," P.L.1968, c.410 (C.52:14B-1 et seq.), necessary to effectuate the
purposes of this act.

[b. If the commissioner finds that reasonable grounds exist for requiring additional record
keeping and reporting in order to carry out the purposes of this act, the commissioner may:

(1) issue an order requiring any group of licensees in a geographic arca to provide information
regarding transactions that involve a total dollar amount or denomination of $2,500 or more, including
the names of the persons participating in thosc transactions; and
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(cf: P.L.1993, c.383,5.23)

3. (New section) Any person who *knowingly*cashes a check for consideration in violation of
*[subsections] subsection* i. of Section 18 of P.L.1993, c.383 (C.17:15A-47) shall be guilty of a crime

of the fourth degree. *Notwithstanding N.J.S. 2C:43-3b(2) and in addition to any any other
Jisposifi ! Titte 26 v

nt d d a
sentenced to pay a fine not to excced $30.000.*
4. This act shall take effect immediately.

STATEMENT

This bill would amend "Check Cashers Regulatory Act", N.J.S.A.17:15A-30 et seq., to prohibit
any licensee from cashing a check for consideration in the amount $2,500.00 or more. In addition, this
bill would make it a crime of the fourth degree for any licensee to engage in this prohibited activitiy
{cashing a check for consideration in the amount of $2,500.00 or more). A crime of the fourth degree is
punishable by a term of imprisonment of up to 18 months, a fine of up to $10,000.00, or both.

EXPLANATION - Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted
and is intended to be omitted in the law.

Matter underlined thus is new matter.
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ASSEMBLY, No. 2173

STATE OF NEW JERSEY
208th LEGISLATURE

INTRODUCED JUNE 11, 1998

Sponsored by:

Assemblyman NEIL M. COHEN
District 20 (Union)

Assemblyman PAUL DIGAETANO
District 36 (Bergen, Essex and Passaic)

SYNOPSIS

Requires financial institutions and check cashing businesses to file certain transaction reports
with the State; provides criminal penalties.

CURRENT VERSION OF TEXT
As introduced.

AN ACT concerning certain reporting requirements of financial institutions and check cashing
businesses and supplementing Title 2C of the New Jersey Statutes.

BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:

1. As used in section:

"Financial institution" means State or Federally chartered bank, savings bank, savings and loan
association, credit union, or State chartered trust company or any company doing business under the
laws of this State and supervised by the Commissioner of Banking and Insurance*, including a person
licensed to cash checks pursuant to P.L. 1993, ¢.383 (C.17:15A-30 ef Seq.).

“Currency” means the coin and paper money of the United States or of any other country
that is designated as legal tender and that circulates and is customarily used and accepted as a '
medium of exchange in the country of issuance. Currency includes United States silver
certificates, United States notes and Federal Reserve notes. Currency also includes official foreign
bank notes that are customarily used and accepted as a medium of exchange in a foreign country,

“Structuring” means that a person, acting alone or in conjunction with or on behalf of
other persons, conducts or attempts to conduct one or more transactions in currency, in any
amount at one or more financial institutions, on one or more days; in any manner, for the purpose
of evading the currency transaction reporting requirements under the laws and regulations of this

t r the Uni tates. Structuring includes but is not limi the breaking down of a single
sum of currency exceeding $10,000 into smaller sums, including sums at or below $10,000, or the
conduct of a tran ion, or series of transaction r bel The transaction or
tran ions need not ex 1 any single financial institution ny single day to

nstitute structuring within the meaning of thi ion,*
a. A financial institution *[or a person licensed to cash checks pursuant to the provisions of
P.L.1993, ¢.383 (C.17:15A-30 et seq.)]* that conducts one or more transactions, *[involving] in* United
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States *[coin or]* currency *, required by federal law to be reported to the federal government,

ursuan nd a ulation mulgated thereunder*shall make a
report of the transactions to the Commissioner of Banking and Insurance which meets all the
requirements set out in *[31 U.S.C.s.5311 et seq. and 31 C.F.R.s.103.11 et seq] federal law or

egulations.*

b. *[The financial institution or the person who is licensed to cash checks pursuant to the
provisions of P L 1993, c. 383 shall file a duplicate copy of the report with the Attorney General A

financial i hall ny tra u tempted
that involv aggregates at lea if the financial institution, or its agent or em ee
knows, suspects or has reason to suspect that:
(i) the t&m&ﬂmmmm&nﬂ&mmmummwﬂ_u
ndu rde hi rdi un ra m illegal activiti
(ii) the transaction is a part Q! a plan to violate or evade any law or regulation or to avoid
any tran ion rting requir h r regulations of thi r the United
ates, includin lan to structure a series of transaction avoid any transaction rtin

requirement under the laws or regulations of this State or the United States; and

(iii) the transaction has no business or other apparent lawful purpose or is not the sort of
transaction in which the particular customer would normall expected ngage and the
financial institution knows of no reasonable explanation for the transaction after examining the
available facts, including the background and possible purpose of the transaction.*

c. *[Any person who fails to report a currency transaction as provided in this section shall be
guilty of a crime of the fourth degree] A person who causes or attempts to cause a financial
institution to fail to file a currency transaction report required by the laws or regulations of this

tate, or who causes or attempts to cause a financial institution to file a currency transaction
report required under the law regulations of thi te t ntains a material omission or
misstatement, or who structures or assists in structuring or attempts to structure or assist in
structuring any transaction with one or more financial institutions shall uilty of a third degree

d. The Department of Banking and Insurance shall maintain a record of all reports made
pursuant to this section for a period of at least five years. The Department shall produce such

records to any law enforcement agency or civil investigatory agency of this State upon written
request and without the necessity of a supboena, The Commissioner of Banking and Insurance

shall promulgate rules and regulations regarding the reporting requirements set forth in this
act.* T

2. This act shall take effect immediately.
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N.J.S. 2A:156A-8 is amended to read as follows:

2A:156A-8. Authorization for application for order to intercept
communications
The Attorney General, county prosecutor or a person designated to act for such an
official and to perform his duties in and during his actual absence or disability, may
authorize, in writing, an ex parte application to a judge designated to receive the
same for an order authorizing the interception of a wire, or electronic or oral
communication by the investigative or law enforcement officers or agency having
responsibility for an investigation when such interception may provide evidence of
the commission of the offense of murder, kidnapping, gambling, robbery, bribery, a
violation of paragraph (1) or (2) of subsection b. of N.J.S. 2C:12-1, a violation of
N.J.S. 2C:21-19 punishable by imprisonment for more than one year, a violation of
N.J.S.2C:21-25, terroristic threats, violations of N.J.S. 2C:35-3, N.J.S. 2C:35-4
and N.J.S. 2C:35-5, violations of sections 112 through 116, inclusive, of the
"Casino Control Act," P.L.1977, c. 110 (C. 5:12-112 through 5:12-1186), arson,
burglary, theft and related offenses punishable by imprisonment for more than one
year, endangering the welfare of a child pursuant to N.J.S. 2C:24-4, escape,
forgery, alteration of motor vehicle identification numbers, unlawful manufacture,
purchase, use, or transfer of firearms, unlawful possession or use of destructive
devices or explosives, racketeering or a violation of subsection g. of N.J.S. 2C:5-2,
leader of organized crime, organized criminal activity directed toward the unlawful
transportation, storage, disposal, discharge, release, abandonment or disposition of
any harmful, hazardous, toxic, destructive, or polluting substance, or any
conspiracy to commit any of the foregoing offenses or which may provide evidence
aiding in the apprehension of the perpetrator or perpetrators of any of the foregoing
offenses.

Exhibit N
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DCJ

STATE OF NEW JERSEY

AN ACT concerning money laundering and amending section 2 of P.L.1997, c.187.
BE IT ENACTED by the Senate and General Assembly of the State of New Jersey:

1. N.J.S.2C:35A-3 is amended to read as follows:
2C:35A-3. Criteria for imposition of anti-drug profiteering penalty.

a. In addition to any other disposition authorized by this title, including but not
limited to any fines which may be imposed pursuant to the provisions of N.J.S.2C:43-3
and except as may be provided by section 5 of this chapter, where a person has been
convicted of a crime defined in chapter 35 or 36 of this Title or jn N.J.S.2C:21-25 (money
laundering), or an attempt or conspiracy to commit such a crime, the court shall, upon the
application of the prosecutor, sentence the person to pay a monetary penalty in an amount
determined pursuant to section 4 of this chapter, provided the court finds at a hearing,
which may occur at the time of sentencing, that the prosecutor has established by a
preponderance of the evidence one or more of the grounds specified in this section. The
findings of the court shall be incorporated in the record, and in making its findings, the
court shall take judicial notice of any evidence, testimony or information adduced at the
trial, plea hearing or other court proceedings and shall also consider the presentence report
and any other relevant information.

b. Any of the following shall constitute grounds for imposing an Anti-Drug
Profiteering Penalty: ;

(1) The defendant was convicted of: (a) a violation of N.J.S.2C:35-3 (leader of
narcotics trafficking network), or (b) a violation of subsection g. of N.J.S.2C:5-2 (leader
of organized crime), or (c) an offense defined in chapter 41 of this Title (racketeering)
which involved the manufacture, distribution, possession.with intent to distribute or
transportation of any controlled dangerous substance or controlled substance analog or (d)

(2) The defendant is a drug profiteer. A defendant is a drug profiteer when the
conduct constituting the crime shows that the person has knowingly engaged in the illegal
manufacture, distribution or transportation of any controlled dangerous substance,
controlled substance analog or drug paraphernalia as a substantial source of livelihood. In
making its determination, the court may consider all of the attending circumstances,
including but not limited to the defendant's role in the criminal activity, the nature, amount
and purity of the substance involved, the amount of cash or currency involved, the extent

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted and
is intended to be omitted in the law.

Matter underlined thus is new matter.
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and accumulation of the defendant's assets during the course of the criminal activity and
the defendant's net worth and his expenditures in relation to his legitimate sources of
income. -

(3) The defendant is a wholesale drug distributor. (a) A defendant is a wholesale
drug distributor when the conduct constituting the crime involves the manufacture,
distribution or intended or attempted distribution of a controlled dangerous substance or
controlled substance analog to any other person for pecuniary gain, knowing, believing,
or under circumstances where it reasonably could be assumed that such other person
would in turn distribute the substance to another or others for pecuniary gain. It shall not
be necessary for the prosecution to establish to whom the substance was distributed or
intended or attempted to be distributed, and the court may draw all reasonable inferences
from the nature of the defendant's conduct and the substance involved that such other
person, while not specifically identified, would in turn distribute the substance to another
or others for pecuniary gain. In making its determination, the court shall consider all of the
attending circumstances, including but not limited to the defendant's role in the criminal
activity, the nature, amount and purity of the substance involved, and the likelihood that
a substance of such purity would be intended to be distributed directly to the ultimate
consumer of the substance.

(b) Notwithstanding that the prosecutor has established that the defendant is a
wholesale drug distributor within the meaning of this paragraph, the court shall not impose
an anti-drug profiteering penalty on that ground if the defendant establishes by a
preponderance of the evidence at the hearing that his participation in the conduct
constituting the crime was limited solely to operating a conveyance used to transport a
controlled dangerous substance or controlled substance analog, or loading or unloading the
substance into such a conveyance or storage facility. Nothing in this paragraph shall be
construed to establish a basis for not imposing a penalty where the prosecutor has
established any other ground or grounds specified in this section for the imposition of an
anti-drug profiteering penalty.

(4) The defendant is a professional drug distributor. A professional drug distributor
is a person who has at any time, for pecuniary gain, unlawfully distributed a controlled
dangerous substance, controlled substance analog or drug paraphernalia to three or more
different persons, or on five or more separate occasions regardless of the number of
persons to whom the substance or paraphernalia was distributed.

c. In making its determination, the court may rely upon expert opinion in the form
of live testimony or by affidavit, or by such other means as the court deems appropriate.

d. For the purposes of this chapter, an act is undertaken for pecuniary gain if it
involves or contemplates the transfer of anything of value in exchange for a controlled
dangerous substance, controlled substance analog or drug paraphernalia, provided that the
thing of value received or intended to be received in exchange for the substance or
paraphernalia is or was reasonably believed to be of a higher value than that expended by

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted and
is intended to be omitted in the law.

Matter underlined thus is new matter.
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the defendant or by any other person with whom the actor is acting in concert, to acquire
or manufacture the substance or paraphernalia. It shall also include any act which would
constitute a violation of subsection a. of N.J.S.2C:35-5, N.J.S.2C:35-11, [or]
N.J.S.2C:36-3, or N.J.S.2C;:21-25 for which the actor was paid or expected to be paid
in return for performing such act. There shall be a rebuttable presumption at the hearing
that any manufacturing, distribution or possession with intent to distribute which
contemplates or involves the payment or exchange of anything of value constitutes an act
undertaken for pecuniary gain. It shall not be necessary for the prosecution to establish
that any intended profit or payment was actually received; nor shall it be relevant that the
act, payment in return for such act or the transfer of anything of value in exchange for the
substance or paraphernalia, occurred or was intended to occur in another jurisdiction.

2. N.J.S.2C:35A-4 is amended to read as follows:
2C:35A-4. Calculation of anti-drug profiteering penalty.

a. Where the prosecutor has established one or more grounds for imposing an
Anti-Drug Profiteering Penalty pursuant to section 3 of this chapter, the court shall assess
a monetary penalty as follows:

(1) $200,000.00 in the case of a crime of the first degree; $100,000.00 in the
case of a crime of the second degree; $50,000.00 in the case of a crime of the third
degree; $25,000.00 in the case of a crime of the fourth degree; or

(2) an amount equal to three times the street value of all controlled dangerous
substances or controlled substance analogs involved, or three times the market value of
all drug paraphernalia involved, if this amount is greater than that provided in paragraph
(1) of this subsection;

(3) an amount equal to three times the value of any transactions in violation of
N.J.S.2C:21-25.

b. When the court is for any reason unable to determine the amount of the penalty
pursuant to paragraph (2).of subsection a., the court shall assess a penalty in the amount
appropriate to the degree of the offense as provided in paragraph (1) of subsection a.

c. In determining the street value of the substance involved or the market value of
drug paraphernalia involved, the court shall take into account-all amounts of the substance
or paraphernalia reasonably believed to have been involved in the course of the criminal
activity in which the defendant knowingly participated, and it shall not be relevant for the
purposes of this section that some of those amounts or paraphernalia were involved in acts
or transactions which occurred, or which were intended to occur, in another jurisdiction.

d. Where the prosecution requests that the court assess a penalty in an amount
calculated pursuant to paragraph (2) or (3) of subsection a., the prosecutor shall have the
burden of establishing by a preponderance of the evidence the appropriate amount of the
penalty to be assessed pursuant to that paragraph. In making its finding, the court shall
take judicial notice of any evidence, testimony or information adduced at trial, plea hearing

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted and
is intended to be omitted in the law,

Matter underlined thys is new matter. -3 -
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or other court proceedings and shall also consider the presentence report and other
relevant information, including expert opinion in the form of live testimony or by affidavit.
The court's findings shall be incorporated in the record, and such findings shall not be
subject to modification by an appellate court except upon a showing that the finding was
totally lacking support in the record or was arbitrary and capricious.

EXPLANATION--Matter enclosed in bold-faced brackets [thus] in the above bill is not enacted and
is intended to be omitted in the law.

Matter underlined thus is new matter.
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CASINO CONTROL ACT 5:12-71

5.12..71 . Regulation requiring exclusion of certain persons
2. The commission shall, by regulation, provide for the establish-
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' ment of a list of persons who are to be excluded or ejected frorh any

licensed casino establishment. Such provisions shall define the

standards for exclusion, and shall include standards relating to

rsons: _
pﬁ(]) Who are career or professional offenders as defined by regula-
tions of the commission; . :

(2) Who have been convicted of a criminal offense under the laws
of any state or of the United States, which is punishable by more than
six months in prison, or any crime or offense involving moral
urpitude; or '

(3) Whose presence in a licensed casino hotel would, in the opin-
jon of the commission, be inimical to the interest of the State of New
Jersey or of licensed gaming therein, or both.

The commission shall promulgate definitions establishing those

categories of persons who shall be excluded pursuant to this section,

including cheats and persons whose privileges for licensure or regis-

tration have been revoked.

b. Race, color, creed, national origin or ancestry, or sex shall not

be a reason for placing the name of any person upon such list.

The commission may iimpose sanctions upon a licensed casino
or individual licensee or registrant in accordance with the provisions
of this act if such casino or individual licensee or registrant knowing-
Iv fails to exclude or eject from the premises of any licensed casino
any person placed by the commission on the list of persons to be
excluded or ejected.

d. Any list compiled by the commission of persons to be excluded

or ejected shall not be deemed an all-inclusive list, and licensed
casino establishments shall have a duty to keep from their premises

persons known to them to be within the classifications declared in
paragraphs (1) and (2) of subsection a. of this section and the
regulations promulgated thereunder, or known to them to be persons
whose presence in a licensed casino hotel would be inimical to the
interest of the State of New Jersey or of licensed gaming therein, or
both, as defined in standards established by the commission.

Whenever the division petitions the commission to place the
Dame of any person on a list pursuant to this section, the commission
shall serve notice of such fact to such person by personal service, by

85

Exhibit P

A-41



You are viewing an archived copy from the New Jersey State Library

publlcatlon daxly for one week in a newspaper of general cxrculam,n;
in Atlantic City. .. ,‘:_. -

f. Wlthm 30 da)s after servnce of the petition in accordance W1

exclusion or ejection satisfies the criteria for exclusion established by
this section and the commission’s regulations. Failure to demand
such a hearing within 30 days after service shall be deemed ap?
admission of all matters and facts alleged in the division's petmoné
and shall precludc a person from having an administrative hearmg,

but shall in no way affect his or her right to judicial review ag}

provided herein. -3:;;

g. The division may file an applxcauon with the commxssnon‘l
requesting preliminary placement on the list of a person named in4*
petition for exclusion or ejection pending completion of a hearing on =
the petition. The hearing on the application for preliminary place- '-
ment shall be a limited proceeding at which the division shall have
the affirmative obligation to demonstrate that there is a reasonable :
possibility that the person satisfies the criteria for exclusion estab- -
lished by this section and the commission’s regulations. If a person
has been placed on the list as a result of an application for prelimi-
nary placement, unless otherwise agreed by the commission and the
named person, a hearing on the petition for exclusion or ejection
shall be initiated within 30 days after the receipt of a demand for
such hearing or the date of preliminary placement on the list, .
whichever is later.

h. 1If, upon completlon of the hearing on the petition for exclusmn ~
or ejection, the commission determines that the person named there-
in does not satisfy the criteria for exclusion established by this
section and the commission's regulations, the commission shall issue
an order denying the petition. If the person named in the petition .
for exclusion or ejection had been placed on the list as a result of an
application for preliminary placement, the commission shall notify :
all casino licensees of his or her removal from the list. N

i. If, upon completion of a hearing on the petition for exclusiori or
ejection, the commission determines that placement of the name of :
the person on the exclusion list is appropriate, the commission shall
make and enter an order to that effect, which order shall be served :
on all casino licensees. Such order shall be subject to review by the
Superior Court in accordance with the rules of court.

L.1977, c. 110, § 71, eff. June 2, 1977. Amended by L.1979, c. 282, § 15, eff.

Jan. 9, 1980; L1981 c. 503, §6 eff. Feb. 15, 1982; L.1991, c. 182 § 17,
eff. June 29, 1991; Ll993 €. 292,89, eff. Dec. 21, 1993.
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5:12-128 AMUSEMENTS, PUBLIC EXHIBITIONg

WESTLAW Research

5:12-129. Supplemental sanctions

In addition to any penalty, fine or term of imprisonment autho.

rized by law, the commission shall, after appropriate hearings and
factual determinations, have the authority to impose the fo]lowmg

sanctions upon any person licensed or registered pursuant to this act:
(1) Revoke the license or registration of any person for the convic. ,

tion of any criminal offense under this act or for the commission of .
any other offense or violation of this act which would disqualify such
person from holding his license or registration;

(2) Revoke the license or registration of any person for willfully
and knowingly violating an order of the commission directed to such
person; .

(3) Suspend the license or registration of any person pending
hearing and determination, in any case in which license or registra-
tion revocation could result;

(4) Suspend the operation certificate of any casino licensee for
violation of any provisions of this act or regulations promulgated
hereunder relating to the operation of its casino or, if applicable, its
simulcasting facility, or both, including games, internal and accoun-
tancy controls and security;.

(5) Assess such civil penalties as may be necessary to punish

misconduct and to deter future violations, which penalties may not :

exceed $10,000.00 in the case of any individual licensee or registrant,
except that in the case of a casino-licensee the penalty may not
exceed $50,000.00; RN

(6) Order restitution of any moneys or property unlawfully ob-
tained or retained by a licensee or registrant; .

(7) Enter a cease and desist order which specifies the conduct
which is to be discontinued, altered or 1mp]emented by the licensee
or registrant;

(8) Issue letters of reprimand or censure, which letters shall bé
made a permanent part of the file of each licensee or reglstrant 50
sanctioned; or ;

(9) Impose any or all of the foregoing sancnons in combmatlon
with each other.

L.1977, c. 110, § 129, eff. June 2, 1977. Amended by L.1981, c. 503, § 20,
eff. Feb. 15, 1982; 1.1993, ¢. 292, § 32, cff. Dec. 21, 1993.
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