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**(a) IN GENERAL.--For the purpose of any investigation
which, in the opinion of the Secretary, is necessary and
proper to--

"*(1) the reporting of monetary instruments,
transactions, or transportation under chapter 53 of
éubchapter II of title 31, United States Code; or

"*(2) the enforcement of the Bank Secrecy Act (Public
Law 91-508);
the Secretary may administer oaths and affirmations, subpena
witnesses, compel their attendance, take evidence, and
require the production of records (including books, papers,
documents, and tangible things which constitute.or contain
evidence) relevant or material to the investigation. The
attendance of witnesses and the production of records may be
required from any place within the customs territory of the
United States, except that a witness shall not be required to
appear at any hearing distant more than 100 miles from the
place where he was served with subpena.'Witnesses summoned by
the Secretary shall be paid the same fees and miléage that
are paid witnesses in the courts of the United States. Oaths
and affirmations may be made at any place subject to the
jurisdiction of the United States.

"*(b) SERVICE OF SUBPENA; PROOF OF SERVICE.--A subpena of

the Secretary may be served by any person designated in the

subpena to serve it. Service upon a natural person may be
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made by personal delivery of the subpena to him. Service may
be mﬁde upon a domestic or foreign corporation or upon a
partneréhip or other unincorporated association which is
subject to suit under a common name, by delivering the
subpena to an officer, a managing or general agent, or to any
other agent authorized by appointment or by law to receive
service of process. The affidavit of the person serving the
subpena entered on a true copy thereof by the person serving
it shall be proof of service.

.

“(c) CoNTEMPT PROCEEDINGS.--IQ case of contumacy by, or

refusal to obey a subpena issued to, any person, the
Secretary of the Treasury may invoke the aid of any court of
the United States within the jurisdiction of which the
investigation is carried on or of which the subpenaed person
is an inhabitant, carries on business or may be found, to
compel compliance with the subpena of the Secretary. The
court may issue an order requiring the subpenaed person to
appear before the Secretary of the Treasury there to produce
records, if so ordered, or to give testimony touching the
matter uqder investigétion and to pay the costs of the
proceeding. Any failure to obey the order of the court may be
punished by the court as a contempt thereof. All process in
any such case may be served in the judicial district whereof
the subpenaed person is an inhabitant or where he may be

found. .
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(b) REPEAL.--The Act entitled '‘An Act to authorize
subpenas in connection with the enforcement of the narcotic
laws, and for other purposes , approved August 11, 1955 (21
U.S.C. 967-969), is repealed.

SEC. ;31. UNDERCOVER INVESTIGATIVE OPERATIQNS OF THE CUSTOMS
SERVICE.

(a) CERTIFICATION REQUIRED FOR EXEMPTION OF UNDERCOVER
OPerRATIONS FROM CERTAIN LAWS.--With respect to any undercover
investigativé operation of the United States Customs Service
(hereinafter in this section referred to as the = Service )
which is necessary for the detection and prosecution of
offenses against the United States which are within the
jurisdiction of the Secretary of the Treasury--

(1) sums authorized to be appropriated for the

Service may be used--

(A) to purchase property, buildings, and other
facilities, and to lease space, within the United
States, the District of Columbia, and the territories
and possessions of the United States without regard
to=—

(i) sections 1341 and 3324 of title 31,

United States Code,

(ii) sections 3732(a) and 3741 of the Revised

Statutes of the United States (41 U.S.C. 1ll(a)

and 22),
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(iii) section 305 of the Act of June 30, 1949
(63 Stat. 396; 41 U.S.C. 255),
(iv) the third undesignated paragraph under
the heading ' 'Miscellaneous’ of the Act of March
3, 1877 (19 Stat. 370; 40 U.S.C. 34), and
“(v) section 304(a) and (c) of the Federal
Property and Administrative Services Act of 1949
(41 U.S.C. 254(a) and (c)), and
(B) to establish or to acquire proprietary
corporations or business entities as part of the’
undercover operation, and to operate such
corporations or business entities on a commercial
basis, without regard to sections 9102 and 9103 of
title 31, United States Code;

(2) sums authorized to be appropriated for the
Service and the proceeds from the undercover operation,
may be-deposited in banks or other financial institutions
without rega}d to the provisions of section 648 of title
18, United States Code, and section 3302 of title 31,
United States Code; and

(3) the proceeds from the undercover operation may be
used to offset necessary and reasonable expenses incurred
in such operation without regard to the provisions of

section 3302 of fitle 31, United States Code;

25 only upon the written certification of the Commissioner of
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Customs (or, if designated by the Commissioner the Deputy or
an Assistant Commissioner) that any action authorized by
péragraph (1), (2), or (3) of this subsection is necessary
for the conduct of such undercover operation.

(b) LIQUIDATION OF CORPORATIONS AND BUSINESS
ENTlflES.-—If a-corporation or business entity established or
acquired as part of an undercover operation under paragraph
(1)(B) of subsection (a) with a net value over $50,000 is to
be liquidatéd, sold, or otherwise disposed of, the Service,
as much in advance as the Commissioner or his designee
determines is practicable, shall report the circumstances to
the Secretary of the Treasury and the Comptroller General.
The proceeds of the liquidation, sale, or other disposition,
after obligations are met, shall be deposited in the Treasury
of the United States as miscellaneous receipts.

(c) DEPOSIT OF PROCEEDS.--As soon as the proceeds from an
undercover investigative operation with respect to which an
action is authorized and carried out under paragraphs (2) and
(3) of subsection (a) are no longer necessary for the conduct
of such operation, such proceeds or the balance of such
proceeds remaining at the time shall be deposited into the
Treasury of the United States as miscellaneous receipts.

(d) AUDITS.--(l) The Customs Service shall conduct a

detailed financial audit of each undercover investigative

operation which is closed in each fiscal year, and
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-(A) submit the results of the audit in writing to the
Secretary of the Treasury; and
(B) not later than 180 days after such undercover
operation is closed, submit a report to the Congress
concerning such audit.

(2) The Customs Service shall also submit a report

annually to the Congress specifying as to its undercover

investigative operations--

(A) the number, by programs, of undercover
investigative operations pending as of the end of the 1-
year period for which such report is submitted;

(B) the number, by programs, of undercover
investigative operations commenced in the l-year period
preceding the period for which such report is submitted;
and

(C) the number, by programs, of undercover
investigative operations closed in the l-year period
preceding the period for which such report is submitted
and, with respect to each such closed undercover
operation, the results obtained and any civil claims made
with respect thereto.

(e) DEFINITIONS.--For purposes of subsection (d4)--

(1) The term = closed ~ refers to the earliest point
in time at which--

(A) all criminal proceedings (other than appeals)
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1 are concluded, or

2 (B) covert activities are concluded, whichever

3 occurs later.

4 (2) The term employees ~ means employees, as

5 defined in section 2105 of title S5 of the United States
6 Code, of the Customs Service.

7 (3) The terms undercover investigative operation’’
8 and " ‘undercover operation’ ' mean any undercover

9 investigative operation of the Customs Service (other

10 than a foreign counterintelligence undercover

11 investigative operation)-- .

12 (A) in which--

13 (i) the gross receipts (excluding interest
14 earned) exceed $50,000, or
15 (ii) expenditures (other than expenditures
16 for salaries of employees) exceed $150,000; and
17 (B) which is exempt from section 3302 or 9102 of
18 title 31, United States Code; '

19 except that subparagraphs (A) and (B) shall not apply

20 with respect to the report required under paragraph (2)
21 of subsection (d).

22 SEC. 132. EFFECTIVE DATE.

23 The amendments made by this subtitle shall take effect on
24 the 15th day after the date of the enactment of this Act. Any
25 amendment made by this subtitle that imposes or increases a
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civil or criminal penalty applies only with respect to

violations committed on or after such 15th day.

Subtitle C--Customs Forfeiture Fund

SEC. 141. CUSTOMS FORFEITURE FUND.

(a) AMENDMENT.--Section 613a (19 U.S.C. 1613b) is

amended-- .

(1) by amending subsection (a)--

(A) by

striking out ~'1987°° in the first

sentence and inserting = 1991°";

(B) by
leading to
(1);

(C) by
the end of

(D) by

(E) by
(5):; and

(F) by

follows:

inserting ' (including investigative costs

seizures) ~ after ' seizure ~ in paragraph

inserting '‘and’’ after the semicolon at
paragraph (4);
striking out paragraph (5);

redesignating paragraph (6) as paragraph

amending the last sentence to read as

""In addition to the purposes described in paragraphs (1)

through (5), the fund is available for--

"(i) purchases by the Customs Service of evidence

of--

"'(I) smuggling of controlled substances, and

I

violations of the currency and foreign
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‘transaction reporting requirements of chapter 51 of

title 31, United States Code, if there is a

substantial probability that the violations of these

requirements are related to the smuggling of
controlled substances;

""(ii) the equipping for law enforcement functions of
any vessel, vehicle, or aircraft available for official
use by the Customs Service;

“'(iii) the reimbursement, at the discretion of the
Secretary, of private citizens for expenses incurred by
them in cooperating with the Customs Service in
investigations and undercover law enforcement operations;
and _ |

"'(iv) the publicizing of the availability of rewards
under section 619. '; and

(2) by amending subsection (f) to read as follows:
""(£)(1) There are authorized to be appropriated from the

fund for each of the fiscal years beginning with fiscal year
1987 not more than $20,600,000.

""(2) At the end of each of fiscal years 1987, 1988,
1989, and 1990, any amount in the fund in excess of
$20,000,000 shall be deposited in the general fund of the
Treasury. At the end of fiscal year 1991, any amount
remaining in the fund shall be deposited in the general fund

of the Treasury, and the fund shall cease to exist. .
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(b)_EFFECTIVE DATE.--The amendments made by subsection
(a) shall take effect October 1, 1986.

TITLE II--CUSTOMS SERVICE AUTHORIZATIONS, MISCELLANEOUS

CUSTOMS PROVISIONS, AND AMENDMENTS TO THE CONTROLLED

1

2

3

4

9 SUBSTANCES IMPORT AND EXPORT ACT

6 | Subtitle A--Customs Service Authorizations

7 SEC. 201. AUTHORIZATION OF APPROPRIATIONS FOR FISCAL YEAR

8 1987 FOR THE UNITED STATES CUSTOMS SERVICE.

9 Section 301(b) of the Customs Procedural Reform and
10 Simplification Act of 1978 (19 U.S.C. 2075(b)) is amended as
11 follows:
12 "(b)(1) There are authorized to be appropriated to the
13 Department of the Treasury not to exceed $1,l45,131,000'for

14 the salaries and expenses of the United States Customs

15 Service for fiscal year 1987; of which--

16 “(A) $749,131,000 is for salaries and expenses to

17 maintain current operating levels, and includes such sums
18 as may be necessary to complete the testing of the

19 prototype of the automatic license plate reader program
20 and to implement that program;

21 "'(B) $99,300,000 is for the salaries and expenses of
22 additional personnel té be used in carrying out drug

23 enforcement activities; and

24 ""(C) $296,700,000 is for the operation and

25 maintenance of the air interdiction program of the
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Service, of which--

"Y(i) $219,500,000 is for additional aircraft,
communications enhancements, and command, control,
communications, and intelligence centers, and

“*(ii) $350,000 is for a feasibility and
application study for a low-level radar detection
system in collaboration with the Los Alamos National
Laboratory.

"'(2) No part of any sum that is appropriated under the
authority of paragraph (1) may be used to close any port of
entry at which, during fiscal year 1986--

“(A) not less than 2,500 merchandise entries

(including informal entries) were made; and

"*(B) not less than $1,500,000 in customs revenues

were assessed. .

Subtitle B--Miscellaneous Customs Amendments
SEC. 211. TREATMENT OF HOVERING VESSELS.

Section 201 6f the Act of August 5, 1935 (19 U.S.C.
1432a) is amended by inserting after = hovering vessel = the
following: = or to have received merchandise while in the
customs waters beyond the territorial sea or while on the
high seqs,".

SEC. 212. RECREATIONAL VESSEL LICENSES.
Section 12109(b) of title 46, United States Code, is

amended by adding at the end thereof the following new
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sentence: = Such vessel must, however, comply with all
customs requirements for reporting arrival under section 433
of the Tariff Act of 1930 (19 U.S.C. 1433) and all persons
aboard such a pleasure vessel shall be subject to all
applicable customs regulations.’ .
SEC. 213. ASSISTANCE FOR CUSTOMS OFFICERS.

Section 3071 of the Revised Statutes of the United States
(19 U.S.C. 507) is amended to read as follows:

**SEC. 3071. (a) Any customs officer who needs assistance
in making any arrest, search, or seizure that is authorized
under any law that is enforced or administered by customs
officers may, after identifying himself or herself as a
customs officer, demand the assistance of any person. Any
person who, without reasonable excuse, neglects or refuses to
assist a customs officer after proper demand under this
subsection is guilty of a misdemeanor and subject to a fine
of not more than $1,000.

"*(b) Any pe;son, not an officer or employee of the
United States, who renders assistance in good faith upon the
request of a customs officer shall not be held liable for any
civil damages as a result of the rendering of such assistance
where the assisting person acts as an ordinary, reasonably
prudent person would have acted under the same or similar
circumstances. .

Subtitle C-—-Amendments to the Controlled Substances Import
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and Export Act
SEC. 221. POSSESSION, MANUFACTURE, OR DISTRIBUTION FOR
PURPOSES OF UNLAWFUL IMPORTATION.

Section 1009 of the Controlled Substances Import and
Export Act (21 U.S.C. 959) is amended to read as follows:
“*SEC. 1009. POSSESSION, MANUFACTURE OR DISTRIBUTION FOR

PURPOSES OF UNLAWFUL IMPORTATION.
"“(a) It shall be unlawful for any person to manufacture
or distribute a controlled substance in schedule I or III--
“(1) intending that such sﬁbstance be unlawfuily
imported in the United States or into waters within a
distance of twelve miles of its coast; or
"'(2) knowing that such substance will be unlawfully

imported into the~United States or into waters within a

distance of 12 miles of its coast.

""(b) It shall be unlawful for any United States citizen
on board any aircraft, or any person on board an aircraft
owned by a Uniteé States citizen or registered in the United
States, to manufacture or distribute or possess with intent
to manufacture or distribute a controlled substance.

"“(c) This section is intended to reach acts of
manufacture or distribution committed outside the territorial
jurisdiction of the United States. Any person who violates
this section shall be tried in the United States district

court at the point of entry where such person enters the



ROSTEN040

e (o -] N Oy wn L3 w' N -

R T S T T T I = R R R = N I =
H O W ® N oM e W N - O

22

23
24

25

41
United States, or in the United States District Court for the
District of Columbia. .
SEC. 222. PENALTIES FOR SERIOUS TRAFFICKERS; AMENDMENTS TO
SECTION 1010(b) OF THE CONTROLLED SUBSTANCES

. IMPORT AND EXPORT ACT.

ta) Section 1010(b) (1) AMENDMENT.--Section 1010(b)(1l) of
the Controlled Substances Import and Export Act (21 U.S.C.
960(b)(1)) is amended to read as follows:

"“(b)(1) In the case of.a violation of subsection (a) of
this section involving a quantity and amount of a controlled
substance specified in section 401(b)(1)(D), such person
shall be sentenced (i) in the case of a first offense, to a
term of imprisonment of not less than.lo years and not more
than 30 years, and a fine of not more than $2,000,000; or
both in the case of an individual, or to a fine of not more
than $5,000,000, in the case of a éerson other than an
individual, and (ii) in the case of a second or subsequent
offense, to imprisonment of not less than 20 years, or to
imprisonment for life, and a fine of not more than
$4,000,000, or both in the case of an individual, or to a
fine of not more than $10,000,000, in the case of a person

other than an individual.’

(b) SecTioN 1010(b) AMENDMENT.--Section 1010(b) of the
Controlled Substances Import and Export Act (21 U.S.C.

960(b)) is amended by adding at the end of the subsection the
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1 following new paragraph:

2 "(4) In the case of a violation of subsection (a) of

3 this section involving a quantity and amount of a controlled
4 substance specified in section 401(b)(1)(A), such person

5 shall be sentenced to a term of impr{sonment of not less than
6 5 and not more than 20 years, a fine of not more than

7 $2,000,000, or both if such person is an individual, or to a
8 fine of not more than $5,000,000 if such person is other than
9 an individual. In the case of a second or subsequent offense
lb under this paragraph, such person shall be sentenced to a

11 term of imprisonment of not less than 10 years and not more
12 than 40 years, and a fine of not more than $4,000,000, or
13 both in the case of an individual, or to a fine of not more
14 than $10,000,000, in the case of a person other than an
15 individual. Imposition or execution of a sentence of
16 imprisonment under this paragraph shall not be suspended,
17 probation shall not be granted, and the person so sentenced
18 shall not be eliéible for parole with respect fo that

19 sentence. Any sentence imposing a term of imprisonment under
20 this paragraph shall, in the absence of such a prior

21 conviction, impose a special parole term of at least 4 years
22 1in addition to such term of imprisonment and shall, if there
23 was such a prior conviction, impose a special parole term of
24 at least 8 years in addition to such term of imprisonment. .
25 SEC. 223. FINE INCREASE AMENDMENT TO SECTION 1010(b)(2) OF
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THE CONTROLLED SUBSTANCES IMPORT AND EXPORT
ACT. |

Section 1010(b)(2) of the Controlled Substances Import
and Export Act (21 U.S.C. 960(b)(2)) is amended in the first
sentence by striking out ~ $125,000, or both * and inserting
in lieu thereof. = '$500,000, or both if such person is an
individual, or shall be fined not more than $2,000,000 if
such person is other than an individual’’.

SEC. 224. FINE INCREASE AMENDMENT TO SECTION 1010(b)(3) OF.
THE CONTROLLED SUBSTANCES IMPORT AND EXPORT
ACT.

Section 1010(b)(3) of the Controlled Substances Import
and Export Act (21 U.S.C. 960(b)(3)) is amended in the first
sentence by striking out ' $50,000, or both’’ and inserting
in lieu thereof  ~$250,000, or both if such person is an
individual, or shall be fined not more than $1,000,000 if
such person is other than an individual ’.

SEC. 225. FINE IﬁCREASE AMENDMENT TO SECTION 1011(2) OF THE
CONTROLLED SUBSTANCES IMPORT AND EXPORT ACT.

Section 1011(2) of the Controlled Substances Import and
Export Act (21 U.S.C. 961(2)) is amended by striking out
*'$25,000 or both’  and iﬂserting in lieu thereof ~ '$100,000,
or both if such person is an individual or a fine of $500,000
if such person is other than an individual’’.

SEC. 226. SPECIAL TERM OF IMPRISONMENT FOR CERTAIN OFFENSES
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UNDER CONTROLLED SUBSTANCES IMPORT AND EXPORT
ACT RESULTING IN DEATH OR SERIOUS BODILY
INJURY.

(a) IN GENERAL.--The Controlled Substances Import and
Export Act (21 U.S.C. 951 et seq;) is amended by adding at
the end the follbwing new section:

""SPECIAL TERM OF IMPRISONMENT FOR CERTAIN OFFENSES RESULTING
IN DEATH OR SERIOUS BODILY INJURY

**SEC. 1018. In the case of an offense under subsection

(b)(1) or subsection (b) (4) of section 1010 of this title,
from which death or serious bodily injury results, the
defendant shall be sentenced (in addition to any fine
‘otherwise applicable under such subsection) to impriscnment
for any term of not less than 20 years, or to imprisonment
for life. As used in this section, the term serious bodily
injury means bodily injury which involves a substantial risk
of death, unconsciousness, extreme physical pain, protracted
and obvious disfigurement, or protracted loss or impairment
of the function of a bodily member, organ, or mental
faculty. .

(b) TECHNICAL AMENDMENT.--The table of contents for the

Comprehensive Drug Abuse Prevention and Control Act of 1970
is amended by inserting after the item relating to section
1017 the following new item:

‘‘Sec. 1018. Special term of imprisonment for certain
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offenses resulting in death or serious bodily
injury. .

TITLE III--DENIAL OF TRADE BENEFITS TO UNCOOPERATIVE DRUG
SOURCE NATIONS
SEC. 301. SHORT TITLE.

This title may be cited as the Narcotics Control Trade

1

2

3

4

5 Act . |
6 SEC. 302. DETERMINATIONS REGARDING UNCOOPERATIVE DRUG SOURCE
7 NATIONS.

8

9

(a) ANNUAL DETERMINATION.--The President, after taking

into account the factors set forth in subsection (b), shall
10 determine if any foreign country, during any fiscal year

11 commencing after September 30, 1986--

12 (1) was a direct or indirect source of one or more
13. illicit narcotic and psychotropic drugs and other

14 controlled substances that is significantly affecting the
15 United States; and

16 (2) did not cooperate with the United States

17 Government in preventing narcotic and psychotropic drugs
18 and other controlled substances from significantly

19 affecting the United States.

20 (b) FACTORS.--For purposes of making a determination

21 under subsection (a) regarding a foreign country, the
22 President shall take into account the capabilities, effort,

23 and progress of that country in--
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(1) limiting legal naréotic crop production to levels
required for legal purposes;

(2) licensing legal narcotic crop production and
effectively controlling it to prevent significant
diversion to the i1llicit traffic;

(3) limiting the legal manufacture of narcotic and
psychotropic drugs and other controlled substances to
levels required for medical purposes and effectively
controiled manufacture to prevent significant diversion
to the illicit traffic;

(4) detecting and eradicating the illicit cultivation
of narcotic crops, and

(5) suppressing the illicit manufacture, processing,
and traffic of narcotic and psychotropic drugs, under the

| control of the Single Convention of Narcotic Drugs of
1961 as amended by the 1972 Amending Protocol or the
Controlled Substances Act of 1970 or the Convention on
Psychotropic-Substances of 1971.
(c) REPORT OF DETERMINATIONS--The President shall submit

to each House of the Congress the name of each foreign
country regarding which an affirmative determination is made
under subsection (a). The submission must be made on the
first day on which both Houses are in session after the close
of the fiscal year with respect to which the determination is

made.
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SEC. 303. TARIFF TREATHENT‘OF PRODUCTS OF UNCOOPERATIVE DRUG
SOURCE NATIONS.

(a) REQUIRED ACTION BY PRESIDENT.--The President shall,
with respect to each foreign country regarding which an
affirmative determination is made under section 302(a) and to
the extent considered necessary by the President to achieve
the purposes of-this title=- |

(1) deny to any or all of the products of that
country tariff treatment under the Generalized System of

Preferences, the Caribbean Basin Economic Recovery Act,

or any other law providing preférential tariff treatment;

(2) apply to any or all of tqe dutiable products of
that country an additional duty at a rate not to exceed

50 percent ad valorem or the specific rate equivalent;

(3) apply to one or more duty-free products of that
country a duty at a rate not to exceed 50 percent ad
valorem; or

(4) take.any combination of the actions described in

paragraphs (1), (2), and (3).

(b) DURATION OF ACTION.--The action taken by the
President under subsection (a) shall apply to the products of
a foreign country that are entered, or withdrawn from
warehouse for consumption, during the period that--

(1) begins on October 1 of the fiscal year occurring

after the fiscal year with respect to which an
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affirmative determination regarding that country was made
under section 302(a); and
(2) ends on the day on which thé determination is
cancelled under section 305. .
SEC. 304. PROGRESS REPORTS.

The President shall include as a part of the annual
report required under section 48l(e)(l) of the Foreign
Assistance Act of 1961 (22 U.S.C. 2291(e)(l)) an evaluation
of progress that each major drug source nation has made
during the reporting period in achieving the objectives set
forth in section 302(b).

SEC. 305. CANCELLATION OF DETERMINATIONS.

If the President considers that a foreign country
regarding which an affirmative determination was made under
section 302(a) has made significant progress, and will
continue to make progress, in remedying those acts, programs,
dr policies on which that determination was based, the
President may cahcel the determination. The President must
immediately notify each House of Cpngress of each
cancellation made under this section.

SEC. 306. DEFINITION.

For purposes of this title, the term “narcofic and
psychotropic drugs and other controlled substances ~ has the
same meaning as is given that term in section 481(i)(3) of

the Foreign Assistance Act of 1961 (22 U.S.C. 2291(i)(3)).
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1 SEC. 307. CONFORMING AMENDMENTS.

(a) GENERALIZED SYSTEM OF PREFERENCES.--Section 502(b) of
the Trade Act of 1974 (19 U.S.C. 2462(b)) is amended--

(1) by striking out paragraph (5):
(2) by redesignating paragraphs (6), (7), and (8) as

(4) by striking out ' (5), ~ in the last sentence.

(b) Car1BBEAN BAsis EconoMiC RECOVERY.--Section 212(b) of

2

3

4

5

6 paragraphs (5), (6), and (7); and

7

8

9 the Caribbean Basin Economic Recovery Act (19 U.S.C. 2702(b))

10 is amended--

11 (1) by inserting ~and’’ after the semicolon at the
12 end of paragraph (5);
13 (2) by striking out paragraph (6); and

14 (3) by redesignating paragraph (7) as paragraph (6).
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A BILL TO PROVIDE FOR COAST GUARD DRUG INTERDICTION
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Mr. Jones of North Carolina (for himself and Mr. Davis)

A BILL

A BILL TO PROVIDE FOR COAST GUARD DRUG INTERDICTION
AND LAW ENFORCEMENT

1 - Be it enacted by the Senate an

2 States of America in Congress assembled,

d House of Representatives of the United
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TITLE IV--COAST GUARD DRUG INTERDICTION AND LAW ENFORCEMENT

SEC.

401. SEORT TITLE.

This title may be cited as the ' 'Coast Guard Drug

Interdiction and Law Enforcement Act of 1986 .

SEC.

402. PINDINGS AND POLICY.
(a) FINDINGS.--Congress finds that--

(1) the Coast Guard is responsible for carrying out a

variety of important missions in behalf of the security,

safety, and economic and environmental well-being of the
United States;

(2) among the high priority missions of the Coast
Guard are search and rescue, maritime law enfércement,
military readiness, and marine safety;

(3) there currently exists an imbalance between the
responsibilities of the Coast Guard and the personnel and
material resources available to the Coast Guard; and

(4) the Coast Guard will therefore require a
significant increase in resources if it is to carry out
its missions at a level the public expects and the
national interest demands.

(b) PoLICY.--It is the sense of Congress that--

(1) the Coast Guard should be accorded the Eesources
necessary to significantlg'inc:ease its ability to
interdict the illegal tranéportation of drugs into the

United States without causing a reduction in the ability
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of the Coast Guard to carry out its other missions; and
| (2) if given adequate resources, the Coast Guard is
the agency of the Federal Government that is best
qualified to carry out drug interdiction and law
enforcement operations upon the high seas and waters over
which the United States hasoiuiiigiggéggénand to carry

out maritime air surveillanceVoperations over the high

seas that are required to supéort drug law enforcement

W 0 N OO U s W N

activities in the United States.

SEC. 403. MARITIME AIR SURVEILLANCE AND INTERDICTION
Title 14, United States Code, is amended as follows:

(1) Section 2 is amended by striking "United States;"™ the
first place it appears and inserting "United States; shall engage
in maritime air surveillance or interdiction to enforce or assist
in the enforcement of the laws of the United States;

(2) Section 89 is amended to read as follows:

"§89. Law enforcement

"(a)(l) To prevent, detect, and suppress violations of laws
of the United States, the Secretary may --

*(A) in the case of a vessel subject to the
jurisdiction, or to the operation of law, of the United
States, make inquiries, eraminations, inspections, searches,
seizures, and arrests on the high seas and waters subject to
the jurisdiction of the United States;

"(B) in the case of an aircraft subject to the
jurisdiction, or to the coperation of law, of the United
States, make inquiries, examinations, inspections, searches,
and seizures of the aircraft or order the aircraft to a
landing area; or

"(C) take any other lawful action.



"(2) For the purposes of this section, a commissioned,
warrant, and petty officer of the Coast Guard may --

"(A) order a vessel to stop or an aircraft to a landing
area;

"(B) at any time go on board a vessel or aircraft
subject to the jurisdiction, or to the operation of a law, of
the United States;

"(Cc) address inquiries to those on board;

" (D) examine the vessel's or aircraft's documents and
records;

"(E) examine, inspect, and search the vessel or
aircraft;

"(F) use all necessary force to compel compliance; and
"(G) take any other lawful action."

"(b)(l) When the inquiries, examinations, inspections, or
searches indicate that a violation of the laws of the United
States making an individual subject to arrest is being, or has
been, committed by an individual, the commissioned, warrant, or
petty officer shall --

"(A) arrest the individual; "

"(B) if escaping to shore or from a landing area, pursue
and arrest the individual on shore or at the landing area;
and

"(C) take any other lawful action.

"(2) The vessel or aircraft or any part of the goods on the
vessel or aircraft, or both, shall be seized when --

"(A) probable cause exists that a violation of the laws
of the United States has been committed rendering the vessel,
aircraft, or goods on the vessel or aircraft liable to
forfeiture; or

"(B) if necessary, seizure is required to secure a civil
penalty.

*"(c) When a commissioned, warrant, or petty officer of the
Coast Guard is engaged under the authority contained in this
section, the officer is =-- .

"(l) deemed to be acting as an agent of the particular
department, agency, or instrumentality of the United States
Government charged with the administration of the particular
law; and

"(2) subject to the rules and regulations prescribed by
that department, agency, or instrumentality with respect to
the enforcement of that law.
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"(d) This section is in addition to any powers conferred by

law on those commissioned, warrant, or petty officers and does
not limit any powers conferred by law on those commissioned,

warrant, or petty officers, or any other officers of it
cioploplia ', the United

20
21
22
23
24
25

(3) Chapter 37 is amended as follows:

(a) Item 637 of the analysis of the chapter is amended
to read as follows:

"637. Stopping vessels or aircraft; immunity of Coast
Guard officers.”.

(b) The caption of section 637 is amended to read as
follows:

"§637. Stopping vessels or'aircraft; immunity of Coast
Guard officers"; and

(c) Section 637 is amended as follows:

(i) Strike "Whenever any vessel liable to seizure
or examination does not bring-to," and insert "When a
vessel or aircraft is subject to the law enforcement
actions authorized by section 89 of this title and does
not stop or land,"; and

(ii) strike "fire at or into such vessel or
aircraft which does not bring-to." and insert "fire at

or into the vessel or aircraft that does not stop or
land.".

SEC. 404. AUTEORIZATION OF FUNDS.
(a) Funds are authorized to be appropriated for necessary

expenses of the Coast Guard for fiscal years 1987 and 1988 as

-

follows:
(1) For the operaticn and maintenance of additional

personnel and equipment, $66,000,000 for fiscal year 1987
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and $66,000,000 for fiscal year 1988; to remain available
until expended.

(2) For the acquisition of additional equipment and
related capital improvements, $84,000,000 for fiscal year.
1987 and $84,000,000 for fiscal year 1988, to remain

available until expended.

"(b) In order the carry out the purposes of this Act,

the Coast Guard may ==

(1) recruit and train 1,500 additional active duty
military personnel;
(2) procure secure communications equipment, as needed,

for cutters, shore stations, and aircraft;

(3) operate and maiﬁtain four surveillance aircraft, if

made available by the Navy:

(4) procure, operate and maintain sea-based aerostat

balloons;

(S) equip eight HU-25A Falcon jet aircraft with air to

air radar; and



(6) take any other lawful action deemed necessary by
the Secretary of Transportation or the Commandant, including
the coordination of drug law enforcement activities with
state, local, or other government authorities as provided

under section 141 of title 14, United States Code."

7 SEC. 405. AUTHORIZATION ENEANCEMENT.
8 Amounts or personnel authorized by this Act are in
9 addition to any other amounts or personnel strengths

10 authorized for the Coast Guard for any fiscal year.
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Mr. LUNDINE (for himself and Mr. ) introduced the
following bill; which was referred to the Committee on

A BILL

To facilitate the interdiction of narcotic drugs, controlled
substances, and material for their manufacture from entry
into the United States, reduce or eliminate the original
production of narcotic drugs, controlled substances and
material for their manufacture in other countries, to ensure
the development and implementation of eradication programs in
countries cultivating, producing, and exporting controlled
substances, and for other purposes.

1 Be it enacted by the Senate and House of Representatives

2 of the United States of America in Congress assembled,
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1 SECTION 1. SHORT TITLE.
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This Act may be cited as the  Drug Eradication Act of

1986 .

2. FINDING AND PURPOSES.

(a) FINDINGS.--The Congress hereby finds the following:
(1) The illegal use of controlled substances by

citizens of the United States represents a clear,

present; and growing danger to the health, well-being,
and productivity of the American people.

(2) More than $100,000,000,000 of controlled
substances will be sold and used by Americans in 1986 and
expenditures on such controlled substances will continue
to rise at a rate of $10,000,000,000 per year unless
effective action is taken to reduée and eliminate
international commerce in such substances.

(3) Most of the controlled substances used in the
United States are cultivated and produced in and exported
from 14 developing countries to which the multilateral
development banks make loans.

(4) The monetary earnings from participation in
international trade in controlled substances has directly

contributed to the growth of an underground economy in
these countries which inhibits realization of legitimate
foreign exchange earnings and thereby exacerbates the

international debt crisis and the long-term economic



LUNDINO77

W 0 N OO N s W NN e

NOONORNON NN R e e e
M & W N MO W LN NN > W N = O

3
development of the developing countries.

(5) In order to achieve a reduction in controlled
substance abuse in the United States, priority must be
given to improved interdiction efforts, including more
effective interception of controlled substances being

imported into the United States from foreign nations, and

reductions in the cultivation of-controlled substancés or

- - e m———— e — ——
— — — — — — . — —— ——

raw materials for such substances in foreign nations and

the United States.

(6) Certain nations are so economically dependent on
commerce involving drugs and controlled substances that
economic, legal, and administrative assistance must be
targeted to those nations to wean them of their economic
drug dependency. .

(7) The United States Government shouid take steps to
encourage nations in which controlled substances are
produced or from which controlled substances are exported
to develop effective programs to stop such production and -
exportation and to seek other means of economic
livelihood.

(8) The multilateral development banks are the
largest single source of development finance and
influential providers of advice in helping establish
development priorities for the developing countries.

(9) The United States retains considerable influence



LUNDINO77

4
in the multilateral development banks and should
therefore use such influence to urge these institutions
to place increased emphasis in their lending programs and
use their considerable policy leverage to address the
probléﬁ of cultivation of controlled substances and the

raw materials for production of such substances.

22
23
24
25

(b) DECLARATION OF PURPOSE. --The Congress declares that

e T

the purpose of this Act is to--

(1) eradicate drug cultivation and production in
developing countries; and

(2) ;timulate effective action.to ensure the
development and implementation of long-term economic
strategies to promote growth in developing countries
which is not dependent on drug t;ade.

SEC. 3. NATIONAL DRUG ERADICAT&ON PROGRAMS IN DEVELOPING
COUNTRIES.

(a) ESTABLISHMENT OF NATIONAL DRuG ERADICATION

PROGRAMS.--The United States Government, in connection with

its voice and vote in the International Bank for

Reconstruction and Development, the International Development

Association, the Inter-American Development Bank, the African ..

Development Bank, and the Asian Development Bank (hereinafter
in this section referred to as the multilateral development
banks’ *), shall promote the development and implementation,

by countries in which narcotic drugs and other controlled
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- substances are cultivated or produced or from which such

drugs or substances are exported, of clear and feasible
programs for the reduction and eventual eradication of

narcotic drugs and other controlled substances in such

-countries. s mels

(b) CRITERIA FOR PROGRAMS.--The drug eradication program

developed by each country referred to in subsection (a) sh#ll

. ————

include--

(1) a detailed description of the manner in which
precise reductions in the amount of narcotic drugs and
other controlled substances known to be cultivated or
produced in such country will be made;

(2) a timetable indicating the times by which the
reductions described in paragraph‘(l) will be made; and

(3) a description of alternate economic activities
which could be implemented with the assistance and
support of the multilateral development banks to replace
the economic benefits derived from the cultivation and
production of controlled substances.

(c) MDB AsS1STANCE FOR DEVELOPMENT AND IMPLEMENTATION OF

PROGRAMS.--The Secretary of the Treasury shall instruct the

United States Executive Directors of the multilateral
developrent banks to initiate discussions with other
directors of their respective banks and to propose that all

possible assistance be provided to each country referred to



LUNDINO77

l
w o w N o

w O N O

10
.11
12
13
14
15
16
iz
18

19.

20
21
22
23
24
25

6
in subsection (a) in developing and implementing the drug
eradication program described in subsection (a), including
technical assistance, assistance in conducting feasibility

studies and economic analyses, and assistance for alternate

- economic activities described in subsection (b)(3). -

(d) DEA CeRTIFICATION OF PROGRAM.--The Administrator of

the Drug Enforcement Administration, in consultation with the

D T —
— ——— —— — e

Secretary of éiate, shaii-;n

(1) examine the drug eradication program developed by
any country referred to in subsection (a) to determine
whether such drug eradication program is adequate to meet
the purposes of this Act; and

(2) if the program is determined to be adequate for
such purposes, certify to the Secrétary of the Treasury
that such determination has been made.

(e) ANNUAL EDA REVIEW OF PROGRAM.--After a drug
eradication program has been certified under subsection (4d),
the Administratgr of the Drug Enforcement Administration, in
consultation with the Secretary of State, shall--

(1) review on an annual basis the implementation and
operation of the drug eradication program to determine
whether adequate progress has been made in meeting the
goals and the timetable established under such program;

and

(2) if adequate prcgress is determined to have been
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made, certify to the Secretary of the Treasury that such
determination has been made.
(£) Executive DiRecTorRs 70 VOTE AGAINST LoANS TO
CouNTRIES WHICH FAIL To DeveLop DRue ERADICATION

PROGRAMS.--If, by the end of the l-year period beginning on
the date of the enactment of this Act, the Secretary of the

7 -Ereasuri'has'not received certification under subsection (4)
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that a country referréd to in subsection (a) has developed an
adequate drug eradication program, the Secretary shall
instruct the United States Executive Directors of the
multilateral developmentibanks to vote against loans or other
utilization of funds of the respective banks for the benefit
of such country until such time as the Secretary instructs
such Directors that such certificatiéﬁ has been received.

(g) Executive DirRecTors 10 VOTE AGAINST LOANS TO
Countries WHicH FAIL 10 CARRY Out Druec ERADICATION ,
PROGRAMS.--If, by the end of any calendar year beginning
after the l-year period described in subsection (f), the
Secretary of the Treasury has not received certification
under subsection (e) (with respect to such year) that a
country referred to in subsection (a) is making adequate
progress in carrying out its drug eradication program, the
Secretary shall instruct the United States Executive
Directors of the multilateral development banks to vote

against loans or other utilization of funds of the respective
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banks for the benefit of such country until such time as the

Secretary instructs such Directors that such certification

w N -~

has been received.

(h) INCREASES IN MULTILATERAL DEVELOPMENT BANK LENDING
FOR CrROP SUBSTITUTION PROJECTS.--The Secretary of the

Treasury shall instruct the United States Executive Directors

of the multilateral development banks to initiate discussions

with other Directors of their respect&ve banks ahd'to propose

W 0 N oy

that each such bank increase the amount of lending by such
10 bank for crop substitution programs which will provide an
11 economic alternative for the cultivatﬁon or production of
;12 narcotic drugs or other controlled substances in countries
13 referred to in subsection (a), to the extent such countries
14 develop and maintain adequate drug eraéication programs.

15 (i) NAC REPORT REQUIREMENT.--The Secretary of the

16 Treasury shall include in the annual report to the Congress
17 by the National Advisory Council on International Monetary
18 and Financial Policies a detailed accounting of the manner in
19 which and the extent to which the requirements of this

20 section have been carried out.

21 (5) DEFINITIONS.--For purposes of this section, the terms

Ly .

22 '“controlled substance ', narcotic drug’ ', and = Drug

23 Enforcement Administration’  have the meanings civen to such
24 terms in section 102 of the Controlled Substances Act (21

25 U.S.C 802).
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1 SEC. 4. CONFORMING AMENDMENTS.

(a) INTERNATIONAL DEVELOPMENT ASSOCIATION AcCT

AMENDMENT.--Section 13 of the International Development
Association Act (22 U.S.C. 284 et seqg.) is amended--

(1) by striking out = the President has made a

determination, and so notified and inserting in lieu

thereof the Administrator of the Drug Enforcement

T e
w N = o

14
15

16
17

18 -

h i
20
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22
23
24
25
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State, has certified to '; and

(2) by striking out = the President determines, and
so notifies’’ and inserting in lieu thereof " "the

Administrator of the Drug Enforcement Administration, in

’

consultation with the Secretary of State, certifies to’

(b) INTER-AMERICAN BANK ACT AMENDMENT.--Section 22 of the

Inter-American Development Bank Act (22 U.S.C. 283 et seg.)

is amended--

(1) by striking out ~ the President has made a
determination, and so notified’  and inserting in lieu
thereof =~ the Administrator of the Drug Enforcement
Administration, in consultation with the Secretary of
State, has certified to '; and

(2) by striking out ' the President determines, and
so notifies’  and inserting in lieu thereof = the
Administrator of the Drug Enforcement Administration, in

consultation with the Secretary of State, certifies to .
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(c) AsiAN DeVELOPMENT BANK ACT AMENDMENT.--Section 19 of
the Asian Development Bank Act (22 U.S.C. 285) is amended--
(1) by striking out ~the President has made a
determination, and so notified " and inserting in lieu
‘thereof = the Administrator of the Drug Enforcement

Administration, in consultation with the Secretary of

State, has certified to '; and

———T
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(2) by striking out "“the President determfnes, and
so notifies’  and inserting in lieu thereof ' the
Administrator of the Drug Enforcement Kdministration, in
consﬁltation with the Secretary of State, certifies to .
(@) AFRICAN DEVELOPMENT BANK ACT AMENDMENT.--The African

Development Bank Act (22 U.S.C. 290i et seqg.) is amended by

adding at the end thereof the follo;ing new section:

""SEC. 1343. PREVENTION OF EXPORTS OF CONTROLLED SUBSTANCES
OR SALE TO UNITED STATES PERSONNEL.

"“The Secretary of the Treasury shall instruct the UnitedA
States Executive Director of the African Development Bank to
vote against any loan or otheg utilization of funds of the
Bank for the benefit of any country with respect to which the
Administrator of the Drug Enforcement Administration, in
consultation with the Secretary of State, has certified to
the Secretary of the Treasury that the government of such
country has failed to take adeguate steps to prevent narcotic

drugs and other controlled substances (as such terms are
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defined by the Controlled Substances Act) produced or
processed (in whole or in part) in or transported through
such country from being sold illegally within the
jurisdiction of such country to United States Government
personnel or their dependents, -or from entering the United

States unlawfully. Such instruction shall remain in effect

until the Administrator of the Drug Enforcement

— _—

- —— 3 =

Administration, in consultation with the Seé}éféiy of State,
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certifies to the Secretary of the Treasury that the

-
o

government of such country has taken adequate steps to

(o)
[

prevent such sale or entry of narcotic drugs and other

controlled substances. .

()
N
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COMPREHENSIVE MONEY LAUNDERING PREVENTION ACT

AUGUST 5, 1986.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. St GERMAIN, from the Committee on Bankiné, Finance and
Urban Affairs, submitted the following

REPORT

[To accompany H.R. 5176]

[Including cost estimate of the Congressional Budget Office]
together with

SUPPLEMENTAL VIEWS

The Committee on Banking, Finance and Urban Affairs, to
whom was referred the bill (H.R. 5176) to amend title. 31, United
States Code, to establish new requirements and procedures in order
to combat money laundering, and for other purposes, having con-
sidered the same, report favorably thereon with an amendment
and recommend that the bill as amended do pass.

The amendment is as follows:

Strike out all after the enacting clause and insert in lieu thereof
the following:

SECTION 1. SHORT TITLE.
M‘l"l}xs Act may be cited as the “Comprehensive Money Laundering Prevention

’ SEC. 2. STRUCTURING TRANSACTIONS TO EVADE REPORTING REQUIREMENTS PROHIBITED.

(a) IN GENERAL.—Subchapter II of chapter 53 of title 81, United States Code (relat-
ing to records and reports on monetary instruments trlnsact.xons) is amended by
adding at the end thereof the following new section:

“§5324. Structuring transactions to evade reporting requirement prohibited

“No person shall—

“(1) cause or attempt to cause a domestic financial institution to fnﬂ to file a
report required under section 3313(a);

71-006 O




“(2) cause or attempt to couse a domestic financial institution to file a report
required under section 5313(a) that contains a material omission or misstate-
ment of fact; or i ;

“(8) structure or assist in structuring, or attempt to structure or assist in
structuring, any transaction with one or more domestic financial institutions
for the purpose of evading the reporting requirements of section 5313(a) with
reapoct to such transaction.”.

(b) CLericAL AMENDMENT.—The table of sections for chapter 53 of title 81, United
States Code, is amended by adding at the end thereof the following new item:

%5324, Structuring transactions to evade reporting requirement prohibited.”.

BKC. 5. ARIZURR AND CIVIL, FORFEITURE OF MONKTARY INSTRUMENTS.

(a) FAILURE TO RePORT EXPORT OR IMPORT OF MONKTARY InsTRUMENT.—The first
gentence of section.5817(c) of title 31, United States Code (relating to seizure and
forfeiture of monetary instruments in foreign commerce) is amended to read as fol-
lows: “If a report required under section 5316 with respect to any monetary instru-
ment is not filed (or if filed, contains a material omission or misstatement of fact),
the instrument and any interest in property, including a deposit in a financial insti-
tution, traceable to such instrument may be lemxi' and forfeited to the United
States Government.”.

(b) Se1izure AND CiviL FORFEITURE OF MONETARY INSTRUMENTS INVOLVED IN StrRUC-
yurED TRANSACTION VioLATION.—Section 5317 of title 31, United States Code, is
amended by adding at the end thereof the following new subsection:

“d) Seizure AND CiviL ForrFEITURR OF MONETARY INSTRUMENTS INVOLVED IN
STRUCTURED TRANSACTION VIOLATION.—

“(1) IN GENERAL.—Any— :

" *(A) United States coins or currency (or such other monetaz instrument
as the Secretary of the Treasury may prescribe by regulatio involved in
any violation of section 5313(a) or 5324; and

“(B) interest in property, including a deposit in a financial institution,
traceable to such coins or currency (or other monetary instrument),

may be seized and forfeited to the United States Government in the manner

provided in subchapter C of chapter 75 of the Internal Revenue Code of 1954.

“(2) ExcerTioN.—Paragraph (1) shall not apply if the owner of the properly or

the i::tel)-o}:t in property otherwise subject to seizure and forfeiture under para-
(1) is—
grop : “(A) a bona fide purchaser for value who took without notice of the viola-
tion;
“(B) a depository institution (as such term is defined in section 19(bX1XA)
of the Federal Reserve Act); or =
*C) a financial institution regulated by the Securities and Exchange
Commiasion.

“(3) HoLp8 ON PROPERTY HELD BY FINANCIAL INSTITUTIONS.—Any—

“A) United Statee coins or currency (and such other monetary instru-

- ments as the Sccretary of the Treasury may prescribe by regulation); and

“(B) other interest in property, ihcludinf_ any dneromt,.
which is in the possession or custody of any financi institution shall be held
by such financial institution for a period of 156 days upon recei of notice (in
such form and in such manner as the Secretary shall prescribe) from the Secre-
tary of the Secretary’s intent to seize such coin or currency, instrument, or
other property under this subsection. .

*(4) SEIZURE OF PROPERTY HELD BY FINANCIAL insTiTuTioNs.—Upon a showing
by the Secretary of the Treasury that there is probable cause to believe that
any coin or currency, monetary instrument, or other interest in property, in-
cluding any deposit, which is in the possession or custody of any financial insti-
tution is subjoct to forfeiture undor paragraph (1), the district court of the
United States for the district in whlcll\I such property is held may issue an order
authorizing the Secretary to seize such property.

“(6) Exlgqmou ?IIOMr{IAIILI‘!'Y FOR IMPOSITION OF HOLD.—The United States,
any agency, department, or employee of the United States, nny_ﬁngncml insti-
tution, and any officer, director, or omployeo of a financial institution shall be
exempt from any liability to any other person which may otherwise arise for
interest, damages, or any other type of compensation or re ief, includlnﬁ injunc-
tive and declaratory relief, in connection with or as a result of a hold being
placed upon any proparty under paragraph (8).

(U} LIABILITY OF FINANCIAL INSTITUTION TO THE UNITKD STATES FOR FAILURE
comrLY.—Any financial institution which—

“(A) receives a notice under i
interest in property: mad paragraph (8) with respect to any property
‘“(B) aflter receipt of such notice, fails or refuses to hold, without reasc
ble cause, such property or interests until the earlier of—
"(!) the expiration of the 16-dny period described in paragraph (1)
. (“n‘n:) I,lu')‘ ::-;montullou by the Svcrotury of u court ordor issued un
ragrap X

shall be linble to the United States for an nmount. which in equal to the value

tl'u: proporty or intorests which such listitution fulled or refused to hold.”,

l!)(cM) I'rcuNicAL AND CoNrORMING AMENDMENTS TO INTEnNAL Revenux Cobnx

) §ocl!on 7302 of the Internal Revenue Code of 1954 (relating to prope
used in violation of internal revenue laws) is amended by adding at the e
thereof the following new sentence: “The second and fourth sentences i
:l:rt;flg extended tt.'o ctoins, cbt;rrency, u':ndi other monetary instruments (and to

sts in proper raceable to such instruments) sei i

5317 of title 31, Ul{ited States Code.”. FRGHE PETRRLUS It

(2) The heading for such section 7302 is amended by inserting “or TiTLE .
UNITED STATES CODE” after “REVENUE LAWS".

(3) Section 7321 of the Internal Revenue Code of 1954 (relating to authority
seize property subject to forfeiture) is amended by inserting “and any coins, ¢t
:ezﬁy,i ort other :r)xonel:.pr){ i:::;t;ur;\ent (and (alny interest in property traceable

u nstrument) subjec orfeiture under section 5317 of title 3 i
States Code,” after “this title". S

(4) Section 7327 of the Internal Revenue Code of 1954 (relating to applicabili
of customs laws) is amended by inserting “and to forfeitures of coins, currenc
and other monetary instruments (or interests in propert traceable to such i
struments) incurred or alleged to have been incurred under section 6317 of tit
31, United States Code (except that, in the case of forfeitures under such sectic
5317, the customs laws shall apply only to the extent such laws are not inco
sistent with any applicable provision of such section)” before the period.

(5) Section T608(bX1) of the Internal Revenue Code of 1954 (relating to autho
ity of .m(ornnl revenue enforcement officers to enforco certoin internnl revem
laws) is amended—

(A) by striking out “internal revenue laws or” and inserting in lieu ther
of “internal revenue laws,”; and

(B) by inserting *, or uny provision of section 5317 of title 31, Units
States Code, rel_nt.ing to scizures and forfeitures of coins, currency, or
other monetary instruments (and interests in properly traceable to such i
struments)” after “responsible”.

. (6) Sectlon. T608(bX2) of the Internal Revenue Code of 1954 (reluting to fusn
tions nuthorized to be performed by internal revenue enforcement oflicersi
amended—

(A) by adding at the end thereof the following new subparagraph:

"(D_) Lo muku. seizurey of coins, currency, and other monetary instrumen
(nnd interests in proporty tracenblo to such instruments) subjoct to forfoi
ure under section 56317 of title 31, United States Code.”;

(B) by striking out “and” at the end of subparagraph (B); and
. (C) by striking out the period at the end of subparagraph (C) and inser
ing in lieu thereof “; and”.

(7) The item relating to section 7302 in the table of sections for purt 1 of sul
chapter C of chapter 75 of the Internal Revenue Code of 1954 is amended t
inserting “or title 31, United States Code” after “revenue laws”,

SEC. 4. CIVI1. MONEY PENALTY FOR STRUCTURED TRANSACTION VIOLATION.

(n) IN GenERrAL.—Section 6321(n) of title 31, United States Code, in amended |
andding at the end thereof the following new puragraph:

*(4) StrucTURED TRANSACTION VIOLATION.—

“(A) PENALTY AuTiorizep.—The Secretary of the Treasury may impose a civ

moncey pennlty on uny person who knowingly or with reckless dsregurd for tl
provisiona of.section 5324 violntes any provision of section Hid24.
_ "(B) MAXIMUM AMOUNT LIMITATION.—The amount of any civil money pennl!
imposed under subparagraph (A) shall not exceed the amount of the coins ur
currency (or such other monetary instruments as the Secretary may prescrib
involved in the transuction with respect to which such penalty is imposed.

.
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money penalty imposed by the Secretary under subparagraph (A) shall be re-
duced by the amount of any forfeiture to the United States under section
i6317(«!) in connection with the transaction with respect to which such penalty is
mpoeed. .

(b) ConrorMING AMENDMENT.—Section 5321(c) of title 31, United States Code, is
amended by striking out “section 5317(b)” and inserting in lieu thereof “subsection
(c) or (d) of section 6317",

BEC. 8. BANKING REGULATORY AGENCY SUPERVISION OF RECORDKEEPING SYSTEMS,

(a) INsunkp BaANks.—

(1) IN gEneraL.—Section 8 of the Federal Deposit Insurance Act (12 U.S.C.
1818) is amended by adding at the end thereof the following new subsection:

“(8) Comrriance Witii MONERTARY TRANBACTION RECORDKEEPING AND RrrorT RE-
QUIREMENTS.— ]

“(1) CoMPLIANCE PROCEDURES REQUIRED.—Each appropriate Federal banking
agency shall prescribe regulations requiring insured banks to establish and
maintain procedures reasonably designed to assure and monitor the compliance
of such banks with the requirementa of subchapter II of chapter 63 of title 31,
United States Code.

“(2) EXAMINATIONS OF BANK TO INCLUDE REVIEW OF COMPLIANCKE PROCEDURES.—

“(A) IN GeNErAL.—Each examination of an insured bank by the appropri-
ate Federal banking agency shall include a review of the procedures re-
quired to be established and maintained under paragraph (1).

‘(B) EXAM REPORT REQUIREMENT.—The report o examination shall de-
scribe any problem with the procedures maintained by the insured bank.

“(3) ORDER TO COMPLY WITH REQUIREMENTS.—If the appropriate Federal bank-
ing agency determines that an insured bank—

“(A) has failed to establish and maintain the procedures described in
paragraph (1); or :

“(B) has failed to correct any problem with the procedures maintained by
such bank which was previously reported to the bank by such agency,

the agency shall issue an order in the manner prescribed in subsection (b) or (c)
requiring such bank to cease and desist from its violation of this subsection or
regulations prescribed under this subsection.”.

(2) CiviL MONEY PENALTIES FOR FAILURE TO MAINTAIN COMPLIANCE PROCE-
DURES.—Section B8(iX2Xi) of the Federal Deposit Insurance Act (12 US.C.
1818(iX2Xi)) isa amended by striking out “subsection (b) or (¢)” and inserting in
licu thercof “subsection (b), (¢), or (8)”.

(b) INSTITUTIONS REGULATED BY THE BANK BoARD.—

(1) In cenerar.—Section 6(d) of the Ilome Owners’ Loan Act of 1933 (12
U.S.('!. 1464(d)) is amended by adding at the end thereof the following new para-
Kraph

“(16) CompLiaNCE WiTii MONETARY TRANSACTION RECORDKEEPING AND REPORT Itk-
QUIREMENTS. —

“(A) Comriianck rrocenunes nxQuinen.—The Board shall prescribo rogula-
tions requiring associations to cstablish and maintain procedures reasonably de-
signed to assure and monitor the ¢omg|3iance of such associntions with the re-
quirements of subchapter 11 of chapter 53 of title 31, United States Code.

“(B) EXAMINATIONS OF ASSOCIATIONS TO INCLUDE REVIKW OF COMPLIANCE PROCE-
DURES.—

“(i) IN ceNeraL.—Each examination of an association by the Board shall
include a review of the procedures required to be established and main-
tained under subparagraph (A).

“(ii) ExAM rxPORT REQUIREMENT.—The report of examination shall de-
scribo any problom with the procedurcs maintained by the associntion.

*(C) Onnen 10 comrLy witit RkQuIRkMkNTS.—If the Board detormines that an

assoclution—
“(i) hns foiled to establish and maintain the procedures described in sub-

wrgernph (A); or
m"(ii) h,m fuiled Lo correct uny problem with the procedures maintainod by

such amsoclution which was proviously reported Lo the associntion by the

Board, . )
tho Bourd shaull Issue an order in the manner prescribed in paragraph (2) or (3)

requiring such association to ccase and desist from .l'.tl violation of this para-
graph or rogulntions preacribod undor this paragraph.”.

DURES.—Dection dAXBNBXI) of the Home Uwners Loan ACt oF i1vuo uc v
1464(dX8XBXi) Js amended by striking out “paragraph (2) or (3)” and inse
in lieu thereof “paragraph (2), (3), or (16)".
(c) Insunen Tuwirr InstevuTions.—
() IN GENERAL—Section 407 of the National Housing Act (12 U.S.C. 17:
. nmfnded by adding at the end thereof the following new subsection:
(8) Comrrianck WiTit MONKETARY THANSACTION RECOMDKERFING AnD Rrox:
QUIREMENTS.—
“(1) CoMPLIANCE PROCEDURES meQUIRED.—The Corporation shall prescribe
ulations requiring Insured institutions to establish and muintain proced
reasonably designed to assure and monitor the compliance of such institu
\&1::\ the requirements of subchapter 11 of chapter 53 of title 31, United S
e

nU"(Z) EXAMINATIONS OF INSTITUTIONS TO INCLUDE REVIEW OF COMPLIANCE M
RES.—
“(A) IN GENERAL.—Each examination of an insured institution by the
poration shull include a review of the procedures required to be estubli
am‘l maintained under paragraph (1).
“(B) EXAM REPORT REQUIREMENT.—The report of examination shal
:::rnl»o uny problem with the procedures maintained by the insured ine
on.

“(3) OrbER TO cOMPLY WiTH REQUIREMENTS.—If the Corporation detern
that an insured institution—

“(A) has failed to establish and maintain the procedures describe
paragraph (1); or

“(B) has failed to correct any problem with the procedures maintaine
such institution which was previously reported to the institution by
Corporation,

the Corpoyn.tion shall issue an order in the manner prescribed in subsectio
or (D) requiring such institution to cease and desist from its violation of this
section or regulations prescribed under this subsection.”.

(2) CiviL MONEY PENALTIES FOR FAILURE TO MAINTAIN COMPIIANCE PR
DU.I(I-‘.'!.-.-Secthn 407(kX3XA) of the National Housing Act (12 U
1730(kX3XA)) is amended by striking out “subsection (e) or () of this sec
shall forfeit” and inserting in lieu thereof “subsection (e), (N, or (s) of this
tion shall forfeit”,

(d) Insunen Cremr UNions.—  ~
. () IN GeNERAL.—Section 206 of the Federal Credit Union Act (12 US.C. |
. umended by adding at the end thereof the following new subsection:
(@) Comrraance Wittt MONETARY TRANSACTION REcORbDKERFING AND Rerom
QUIREMENTS. —

. “th ('JM’N"I.IAI'.“‘.K FROCKDURES ’RQuinEn.—The Noied shinll preseribe e
Lions requiring insured credit unions to establish and maintain procedures
sonnbly designed Lo nssure and monitor the compliunce of such credit w
a:lh the requirementsa of subchapter 1 of chaptor 53 of title 31, United S

.

“(2) EXAMINATIONS OF CHEDIT UNIONS TO INCLUDE KEVIEW OF COMPLIANCE
CEDURFS, —

“(A) IN generaL.—Each examination of an insured credit union by
Board shall include a review of the procedures required to bo establi
and maintuined under paragraph (1).

“(B) ExAM REPORT REQUIREMENT.—The report of examination shal
scribe any problem with the procedures maintained by the credit union

“(3) Ounen 10 comrry witit kEQUInkMeNTS.—If the Dourd dotermines th
insured credit union—

“(A) hus fniled to estublish and maintoin the procedures describa
pargraph (1) or

“(18) has failed to correct any problem with the procedures mnintaing
lll;lch frcdit union which was previously reported to the credit union b

onrd,
the Bonrd shall inme an order In the manner prevcribed in sibection (o)
requiring such credit union to cense nnd desist from ity violution of this su
tion or regulntions prescribed under this subsection.”.

(2) CiviL MONEY PENALTIES FOR FAILURE TO MAINTAIN COMPLIANCK P
nunks.—Scction  206(kX2XA) of the Federal Credit Union Act (12 U
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1786(kX2XA)) (as in effect on July 1, 1986) is amended by striking out “subsec-
tion (e) or ()" and inserting in lieu thereof “subsection (e), (N, or (¢)"".
BEC. 6. FINANCIAL INSTITUTIONS AND MONETARY INSTRUMENTS,

(n) DrriNimioN or Financiar, Insrirurions INotunks Forkian Sunsimianies or U.S.
INvrrruriong.- - Boctlon 2N of titlo 31, Unitod Sttos Coado (dofining financinl
institutions) is amended—

(1) by redesignating subparographs.(T) and (U) as subparagraphs (U) and (V),
ronpoctivoly; and
(2) by inserting after subparagraph (S) the following new subpuragraph:
“(T) any foreign subsidiary or affiliate, as deflined by the Secretary of the
Treasury, of uny entity described in this paragraph;”,

(b) DeFINITION OF MONETARY INSTRUMENTS INCLUDES Such OTHER TRANSFERS AS
THE SECRETARY MAY Prescrise.—Section 5312(a)3) of title 31, United States Code
(defining monetary instruments) is amended— ‘

(1) by adding at the end thereof the following new subparagraph:
“(C) as the Secretary may prescribe by regulation, any transfer of
funds.”;
(2) by striking out “and” at the end of subparagraph (A); and
(3) by striking out the period at the end of subparagraph (B) and inserting in
lieu thereof “; and”.

(c) UNiTep STATES AGENCIES INCLUDES THE PosTAL Service.—Section 5312(a)X2XU)
of title 31, United States Code (defining financial institutions) (as redesignated by
subsection (a)) is amended by inserting before the semicolon at the end the follow-
ing: “, including the United States Postal Service”.

8EC. 7. ADDITIONAL REVIEW TIME UNDER THE CHANGE IN BANK CONTROL ACT AND CHANGE IN
SAVINGS AND LOAN CONTROL ACT.
(a) CANGE IN BANK CONTROL AMENDMENTS.—

(1) INITIAL EXTENSION AT DISCRETION OF AGENCY.—The firat sentence of section
7(jX1) of the Federal Deposit Insurance Act (12 U.S.C. 1817(jX1)) is amenfled .by
striking out “or extending for up to another thirty days” and inserting in lieu
thereof “or, in the discretion of the agency, extending for an additional 30
days”.

(2) ADDITIONAL EXTENSIONS IN CASE OF INCOMPLETE OR INACCURATE NOTICE OR
TO CONTINUE INVESTIGATION.—The second sentence of section 7(jX1) of the Feder-
al Deposit Insurance Act (12 U.S.C. 1817(jX1)) is amended to read as follows:
“The period for disapproval under the preceding sentence may be extended not
to exceed 2 additional times for not more than 46 days each time if—

“(A) the agency determines that any acquiring party has not furnished all the
information required under peragraph (6); . .

“(B) in the agency's judgment, any material information submitted is substan-
tially inaccurate; .

“(C) the agency has been unable to complete the investigation of an acquiring
party under paragraph (2XB) because of any delay caused by, or the inadequate
cooperation of, such acquiring party; or

‘(D) the agency determines that additional time is needed to investigate and
determine that no acquiring party has a record of failing to comply with tl},
requirements of subchapter Il of chapter 63 of title 31, United States Code.”.

(b) CANGE IN SAVINGS AND LoaN CONTHOL AMENDMENTS.— .

(1) INITIAL EXTENSION AT DISCRETION OF AGeNCY.—The first sontence of section
407(qX1) of the National Housing Act (12 U.S.C. 1730(gX1)) is amended by strik-
ing out “or extending up to another thirty days” and inserting in lieu thereof
*“or, in the discretion of the Corporation, extending for an additional 30 days”.

(2) ADDITIONAL EXTENSIONS IN CASE OF INCOMPLETE OR INACCURATE NOTICE OR
TO CONTINUE INVESTIGATION.—The second sentence of section 407(qX1) of the Na-
tional Housing Act (12 U.SC. 1730(qX1)) is amended to read as follows: “The
period for disapproval under the preceding sentence may be extended not to
exceed 2 additional times for not more than 45 days each time if— .

*“(A) the Corporation determines that any acquiring party has not furnished
all the information required under paragraph (6);

“(B) in the Corporation’s judgment, any material information submitted is
substantially inaccurate; ) .

“(C) the Corporation hus been unable to complete the investigation of un uc-

quiring party under paragruph (2XI3) because of any deluy caused by, or the in-~

adoquate cooperation of, such acquiring party; or
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“(D) the Qorporntion determines that additional time is nceded to invest
and determine that no acquiring party hus o record of fuiling to comply
the requirements of subchapter 11 of chapter 53 of title 31, United States Co

BEC R MONETARY THANNACTION HECORDREEPING AND REPORTING AMENIMENTH,

L) Secnerany Aurnonizen ro Requink Reconpkerring o Dosmerie Coin
(,‘unm:m:v TransacTions.—Subchapter 1 of chapter 63 of title 31, United S
Code (rolnting to records and reports on monelanry instrmments trassanet ions

nmended by soction 2n) is nmended by adding ot the end thereol the fullowing
seclion:

“f 5325. Records of certnin domestic coln and currency tranunctions

“(a) Recorns Autnorizen To Be Requiren UNDER PARTICULAR CIRCUMSTANC
Under such circumstances as the Secretary of the Trensury may prescribe by
:t_atlon, the Secretary may issue an order requiring any domestic financial ine

ion—
“(1) to obtain such information as the Secretary may describe in such o
concerning—
“(A) any transaction in which such financinl institution is involved
the payment, receipt, or transfer of United States coins or currency
such other monetary instruments as the Secrelary may describe in 1
order) in amounts or denominations of $3,000 or more; and
*(B) any other person participating in such transaction;
“(2) to maintain a record of such information for such period of time as
Secretary may require; and
“(3) to file a report with respect to any transaction described in paragr
(1XA) in the manner and to the extent specified in the order.
“(b) Recorns Requiren rOrR CerTAIN CasH TRANSACTIONS INvOLVING Morg T

“(1) In ceNeRaL.—Whenever a domestic financial institution issues or sel
bank checl'(, cashier's check, traveler’s check, or money order in connection
a transaction which involves United States coins or currency in amounts or
nominations of more than $3,060, such financial institution shall—

“(A) prepare and maintain, on a form prescribed by the Secretary of
Treasury, a record containing the information described in parngrapl
with respect to each such transaction;

“(B) obtain any information which is necessury for such record from
person to whom such check or money order is issued or sold; and

*(C) obtain the signature of auch person on such record.

“(2) INFORMATION REQUIRED TO BE OBTAINED FOR Recoru.—The record requ
to be prepared under paragraph (1) with respect to any trunsaction shal
tain the following information:

“(A) The identity of the person to whom a check or money order
scribed in paragraph (1) is issued or sold.

*(B) The date, amount, number, and type of such check or money or

*“(C) The method of payment for such check or money order by the per
to whom such check or money order is issued or sold.

“(D) The aggregate amount of checks or money orders described in p
graph (1) which were issued or sold to or on behalf of such person (by
financial institution) on the business day on which such transaction occ
o tho oxtent such aggregnto nmount exceeds $10,000.

*(E) The name of the payee of such check or money order.

*“(F) Such other information as the Secretary may prescribe.

“(3) REPORT REQUIRED IN CERTAIN CASES.—

“(A) IN GENERAL.—IT, in the case of a transaction with respect to whii
a)ec:rd is required to be prepared by a financinl institution under parag:

“(i) the anggregate amount described in parngraph (2XD) i gre
than $10,000; or
* *ii) the person to whom a check or money order described in
graph (1) is issued or sold refuses to provide the information neces
to determine such nggregnte nmount,
the transaction shall bo trented ns o transaction with respect to whi
ﬂ‘.port i required to bo filed under section 631:an).
‘() Recoun neqQuiren 10 ne ¥iten witn werort.—The record prep
under puragraph (1) shall be filed with the report required under suby
graph (A) of this puragraph.
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*(C) NOTICE OF FAILURE TO PROVIDE AGGREGATE AMOUNT.—If a re rt is
required under this parngraph because the person dgncrlbed in su P‘"‘",
graph (AXii) refused to provide the information required for purposes o
paragraph (2XD), the report shall include a notice of such refusal.”.
() InvouMATION Requinkmxnts.—Subchaptor 11 of chapter 53 of title 31, United
Statos Codo (as amended by subsection (a)) is amended by adding at the end thereol
the following new section:

“g§ 6326. Information requirements .

“In each case in which a person is required to provide any information to a do-
mestic financiel institution or other person under any provision of this subchapter
or any regulation prescribed under this subchapter, the informatipn rovt_sl by
such person shall be complete and accurate with respect to all material facts.”.

(c) CLericAL AMENDMENT.—The table of sections for chapter 53 of title 81, United
States Code (as amended by section 2(b)) is amended by adding at the end thereof
the following new items:

“5325. Records of certain domestic coin and currency transactions.

*“6326. Information requirementa.”.

SEC. 9. CLARIFICATION OF *“STATE OF MIND” STANDARD IN EFFECT FOR CIVIL MONEY AND
CRIMINAL PENALTIES.

(2) CiviL Monky PEnALTiEs.—Section 5321(aX1) of title 31, U.niu:d States Coﬂe. is
amended by striking out “willfully violating” and inserting in lieu thereof who
knowingly or with reckless disregard for a provision of this subchapter violates™.

(b) CriMINAL PENALTIES.—Subsections (a) and (b) of 'nectlon.5322 of title 31, United
States Code, are each amended by striking out “willfully” and inserting in lieu
thereof “knowingly”. .

SEC. 10. AMENDMENTS TO THE RIGHT TO FINANCIAL PRIVACY ACT. 2 " -

a) CLARIFICATION oF Riant or FINANCIAL INBTITUTIONS TO REPORT SUSPECTED ViO-
u(ﬂons.—Section 1103(c) of the Right to Financial Privacy Act of 1978 (12 l{.S.C.
8403(c)) is amended by adding at the end thereof the following new sentences: “The
information which a financial institution, or any ql'ﬁcer. employee, or agent of a fi-
nancial institution, may provide under this subsection shall be limited to the names,
addresses, and account numbers of persons, information concerning the persons and
acts involved in any possible violation, and the nature of an.d a description of the
possible violation. No information provided under this subeection may include finan-
cial records or, except to the extent provided in the preceding sentence, information
identified with, or identifiable as being derived ﬁ:om. the |na_nc|al record of any
particular cuatogncr. Such infgrmatiorln mal); be 80 disclosed notwithstanding the con-
stitution of any State or any State or local law.". . . X . N

() FlNANCIAyL Recorps 03' Insipers.—Section 1113 of the Right to Financial Priva-
¢y Act of 1978 (12 U.S.C. 8413) is amended by adding at the end thereof the follow-

bsection: i L
im'g'('l‘)e vé;l‘:iu AcAINsT FINANCIAL INSTITUTIONS BY Insipers.—Nothing in this title
shall prohibit any financial institution or supervisory agency from providing any fi-
nancial record of any officer, director, employee, or controlling shareholdor (within
the meaning of subparagraph (A) or (B) of section 2(a)2) of the Bank Holding Qom-

any Act of 1956 or nufyaragraph (A) or (B) of section 408(aX2) of the National

ousing Act) of such institution to the Attorne Gene_ral of the .Umted States, to a
State law enforcement agency, or, in the case of a possible violation of subchapter II
of chapter 63 of title 31, United States Code, to the Secretar of .the Treasury if
there is reason to believe that such record is relevant to a possible violation by such
individual of— .

“ lating to crimes against financial institutions or supervisory
a e(t}():ic::I {yl .d‘:r:cemu. %ﬂ'\eau.' emplgyou. or controlling shareholders of finan-

°“!!(5',":::‘;"=’,2§ifi;n of subchapter II of chapter 53 of title 31, United States
o.”.

BEC. 11. COMPLIANCE. AUTHORITY FOR BECRETARY OF THE TREASURY AND RELATED MATTERS.
(a) In Genenar.—Section 5318 of title 31, United States Code, is amended—
(1) by inserting “(n) Gunenar Powens oy SkcrerAry.~—" before “The Secretary
of the “n-mmry' f
¢ in paragraph (1), by inserting “except as provided in subsection (bX2),”
before “delegate™; - \
110 by stnihing out “and” at the end of paragraph (2);

(4) by inserting after paragraph (2) the following:

“(3) exnmine any books, pnpers, records, or other datan of finnncinl insti
relevant to the recordkeeping or reporling requirements of this subchapt.

*“(4) summon a flinancial institution, an oflicer or employee of a finan
stitution (including a formor officor or vmployee), or any porson having
sion, custody, or care of the reports und records required under this sube
to appear before the Secrotary of the Trensury or his delegnte at u tia
place named in the summons nnd to produce such bookw, papors, rece
other duta, and Lo give testimony, under oath, as may be relevant or mat
an investigation described in subsection (b); and”;

(5) by redesignating paragraph (3) as paragraph (5); and

(6) by adding at the end the following new su tions:

*“(b) LiMiTATIONS ON SUMMONS POWER.—

(1) Score oF rower.—The Secretary of the Treasury may take any
described in paragraph (3) or (4) of subsection (a) only in connection witk
tigntions for the purpose of civil enforcement of violations of this subci
section 21 of the Federal Deposit Insurance Act, section 411 of the N
Housmg Act, or chapter 2 of Public Law 91-508 (12 U.S.C. 1951 et seq.) .
rc':nlnhon under nny such provision.

(2) AuTnHowrry 10 I1sSUE.—A summons may be issued under subsectio
only l:{y. or with the approval of, the Sccretary of the Treasury or a supe:
level delegate of the Sccretary of the Treasury,

“(c) ADMINISTRATIVE ASPECTS OF SUMMONS,—

. "(1) PRODUCTION AT DESIGNATED SITE.—A summons issued pursuant to t!
tion may require that books, papers, records, or other data stored or main
at any place be rroduccd at any designated location in any Stale or in un)
tory or other place subject to the jurisdiction of the United States ne¢!
than 500 miles distant {from any place where the financial institution op
or conducts business in the Unitetr States.

“(2) Fees AND TRAVEL EXPENSES.—Persons summoned under this sectios
be paid the same fees and milenge for travel in the United States that ar
witnesses in the courts of the United States.

“(3) No Liamuity ror exrenses.—The United States shall not be lioble
expense, other than an exgense described in paragraph (2), incurred in c
:gon with the production of books, papers, records, or other data under th

ion.

“(d) Servick or Summons.—Service of a summons issued under this sectios
be by registered mail or in such other manner calculuted to give actual notico
Secrelury may prescribe by regulation.

“(e) ConTuMACY on RevusaL.—

“(1) IEFERRAL TO ATTORNEY GENRRAL.—In cnse of contumncy by n |
issued n summons under paragruph (3) or (4) of subsection (2) or a refu
such person to obey such summons, the Secretary of the Treasury shall
the matter to the Attorney General.

“(2) Jumismicrion or count.—The Attorney General may invoke the
any court of the United States within the jurisdiction of which—

“(A) the investigation which gave rise to the summons is being ¢
been carried on;
“(B) the person summoned is an inhabitant; or
*(C) the person summoned carries on business or may be found,
to com&l compliance with the summons.

“(3) Count orper.—The court may issue an order requiring the person
moned to appear before the Secretary or his delegate to produce books, pi
records, and other data, to give testimony as may be necessary to explau
such material was compiled and maintained, and to pay the costs of th

ing.
“(4) %“AILURC 70 COMPLY WITH ORDER.—Any failure to obey the order «
court may be punished by the court as a contempt thereof.
“(5) Senvice or rrocess.—All process in any cuse under this subsectior
be served in any judicial district in which such person may be found.”.
(b) Convonming AMENDMENT.—Seclions 5321 und 6322 of title 31, United !
Code, nre each amended by striking out “6318(2)" each place such term appen:
inserting in lieu thereof “H318(aX2)".

) SEC, 12. AMENDMENTS RELATING TO EXEMPTIONS GRANTED FOR MONETARY TRANNRACTN

PORTING REQUIREMENTS,

Section 5318 of title 31, United States Code (us amended by section 11) is am
hy adding ot the end thereof the following now subsoctions:
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“(D Review or Exemprrions.—In any case in which there is a change in manage-
ment or control of a financial institution, the Secretary of the Treasury shall review
each currently outstanding exemption granted by such institution under subsection
(aX3) not later than 30 days after the date such change in management or control

occurs. .
“(g) WiirreN AND Siankp StatemenT ReQuinkp.—No- person shall qualify for an
exemption under subsection (aX5) unless the relevant financial institution—
“(1) prepares and maintains a statement which—
‘(A) describes in detail the reasons why such person is qualified for such
exemption; and
*(B) contains the signature of such person; and
“(2) certifies to the Secretary that such person is qualified for such exemp-
tion.”.
BEC. 13. PENALTIES FOR FAILURE TO COMPLY WITH CERTAIN RECORDKEEPING REQUIREMENTS.

(a) INsurep BAnxs.—Section 21 of the Federal Deposit Insurance Act (12 U.S.C.
1829b) is amended by adding at the end thereof the following new subsection:
“) CiviL AND CRIMINAL PENALTIES.— )
*(1) CiviL PENALTY.—Any insured bank and any director, officer, or employee
of an insured bank who knowingly or with reckless disregard for any regulation
rescribed under subsection (b) of this section violates any such regulation shall
L liable to the United States for a ci':lil h;;elﬁ)l:y n:‘fc:::d moq:_th:lcnd 810.200."Anz
nalty imposed under this paragraph s , mitigated, and collec
;’3 in t);\e manner provided in suﬁ:ectiona (b) and (c) of section 5321 of title 31,
United States Code. . .
“(2) CrimiNAL PENALTY.—Whoever knowingly violates subsection (b) of this
scction or any regulation prescribed under such subsection shall b(". fined not
more than $2g0,000 or imprisoned for not more than b years, or both.”.
- (b) INsurep INsTITUTIONS.—Section 411 of the National Housing Act (12 l{.S.C.
1730d) is amended by adding at the end thereof the follo‘wing new sontence: “The
penalties provided in subsection (j) of section 21 of the Federal Deposit Insurance
Act for violations of any regulation prescribed under subsection (b) of such section
shall apply with respect to any violation of any regulation prescribed under this sec-
tion which corresponds to the regulation prescribed under such subsection (b).".

NEC. 14 EXTENSION OF TIME LIMITATIONS FOR ASSESSMENT OF CIVIL PENALTY.
(a) IN GenNErAL.—Section 5321(b) of title 81, United States Code, is amended to
read as follows:
“(b) Time LiMITATIONS FOR AssesSMENTS AND CoMMENCEMENT OF CiviL ACTIONS.—
“(1) AssessmenTs.—The Secretary of the Treasury ma& assess a civil penalty
under subsection (a) at any time before the end -of the 6-year period beginning
on the date of the transaction with respect to which the penalty is
“(2) CiviL actions.—The Secretary may commence a civil action to recover 21-
civil penalty assessed under subsection (a) at any time before the end of the
year period beginning on the later of—
“(A) the date the penalty was assessed; or . . 4
“(B) the date any judgment becomes final in any criminal action under
section 5322 in connection with the same transaction with respect to which
the penalty is assessed.”.
BEC. 16. DUTY TO INVESTIGATE APPLICANTS FOR CHANGE IN CONTROL APPROVAL.
(a) CuaNGE IN Bank ConTROL A;)snounm:.e;&ction T(iX2) of the Federal Depos-
t Insurance Act (12 U.S.C. 1817(X2)) is amended—
! (1) by striking out “(2)" B(I'ld inserting in lieu thereof “(2XA) Norick T0 STATE
Acency.—"; and . -
(2) by adding at the end thereof the following new subparagraphs: " 3
“(B) INvEsTIGATION OF PRiNcCiPALS Requiren.—Upon receiving any notice under
this subsection, the appropriate Federal banking agency shall— i P
“(i) conduct an investigation of the competence, experience, integr_lt.yio and fi-
nancial ability of each person named in a notice of a pro| acquisition as a
person by whom or for whom such acquisition is to be made; and , .
“(1i) moke an independent determination of the accuracy und completeness o
any information described in paragraph (6) with respect to mlxch person. il
“(C) Rerort.—The appropriate Federal banking agency shal pre&ai:re a writt ;\
report of any investigation under subparagraph (B) which shall t:onh l;\. nltn a mm';
mum, a summary of the results of such investigation. The agency shall relain suc

written report us a record of the agency.”. .

(b) CHANGE IN SAVINGS AND Loan ConTROL AmeNDMENTS.—Section 407(gX2)
National Housing Act (12 U.S.C. 1730(gX2)) is nmended—

(1) by striking out *(2)"”.und inserting in licu thereof “(2XA) NoTice 10
AGency.—"; and

(2) by adding at the end thereof the following new subparngraphn:

“() INVESTIGATION OF PRINCIPALY ReqQuiren.—Upon receiving any notice
this subsection, the Corporation shall—

*“(i) conduct an investigation of the competence, experionce, integrily,
nuncial ability of each person named in a notice of a proposed acquisitio
person by whom or for whom such acquisition is to be made; and

“(ii) make an independent determination of the accuracy and completer
any information described in paragraph (6) with respect to such person.

"“(C) Reronrt.—The Corporation shall prepare a written report of any investi
under subparagraph (B) which shall contain, at a minimum, a summary of t
sults of such investigation. The Corporation shall retain such written repor
record of the Corporation.”.

SEC. 16. PUBLIC COMMENT ON CIIANGE OF CONTROL. NOTICES,

(a) Cuiange IN BANK CoNTROL AMENDMENTS.—Section 7(jX2) of the Federal 1
it Insurance Act (12 U.S.C. 1817(X2)) is nmended by adding after subparugra;
(us added by section 15(aX2)) the ollowing new subparagraph:

“(D) Pusic CommenT.—Upon receiving notice of a proposed acquisition, tt
propriate Federal banking agency shall, within a reasonable period of time—

*“(i) publish the name of the insured bank proposed Lo be acquired an
name of each person identified in such notice as a person by whom or for
such acquisition is to be made; and

*“(ii) wolicit public comment on such proposed acquisition, particularly
persons in the geographic area where tho bank proposed to be acquired is
ed, before final consideration of such notice by the agency,

unless the agency determines in writing that such disclosure or solicitation
seriously threaten the safety or soundness of such bank.”.

(b) CANGE IN SaviNGS AND LoaN ConTrOL AmeENDMENTS.—Section 40T(gX2) «
National Housing Act (12 US.C. 1730(qX2)) is amended by adding after sub
Kroph (C) (a8 added by section 15(bX2) the following new subpuaragraph:

“D) Pumac Comment.—Upon receiving notico of u propomed ncquinition, the
poration shull, within a reasonable period of time—

“(i) publish the name of the insured institution proposcd to be neyguired
the nume of each person identified in such notice as a person by whom ¢
whom such acquisition is to be made; and

“(ii) solicit public comment on such proposed acquisition, particularly
remons in the geographic area where the institution proposed to be acquis
ocuted, before final consideration of such notice by the Corporation,

unless the Corporation determines in writing that such disclosure or solicit
would seriously threaten the safety or soundness of such institution.”.

SEC. 17. INVESTIGATIONS AND ENFORCEMENT UNDER THE CHANCE IN CONTROL ACTS.

(a) CHANGE IN BANK CONTROL AMENDMENTS.—Section () of the Federal De
Insurance Act (12 U.S.C. 1817(j)) is amended—

(1) by redesignating paragraphs (15) and (16) as paragraphs (16) and (17
spectively; and

(2) by inserling after paragraph (14) the following new paragraph:

1 “(15) INVESTIGATIVE AND ENFORCEMENT AUTHORITY. —

“(A) INvesTIGATIONS.—The appropriate Federal banking agency may exe
any authority vested in such ngency under section 8(n) in the course of con
ing uny investigation under paragraph (2XB) or any other investigation w
the agency, in its discretion, determines is necessary to determine whether
person has filed inaccurate, incomplete, or misleading information under
subsection or otherwise is violating, has violated, or is sbout to violate any
vision of this subsection or any regulation prescribed under this subsection,

“(B) EnvorcemeENT.—Whenever it appenrs Lo the appropriate Federal ban
agency that any person ia violnting, has violnted, or i nbout to violate nny
vision of this subsection or uny regulation prescribed under this subsection
apency may, in its discretion, apply to the approprinte district court of
United States or the United States court of nny territory for—

“(i) a temporary or permanent injunction or restraining order enjoi
such person from violuting this subseclion or any regulation presc
under this subsection; or



*(ii) such other equitable relief as may be necessary to prevent any such
violation (including divestiture).

*(C) JURISDICTION.—

“(i) The district courts of the United States and the United States courts
in any territory shall have the same jurisdiction and power in connection
with any exercise of any authority by the appropriate Federal banking
agency under subparagraph (A) as such courts have under section 8(n).

“(ii) The district courts of the United States and the United States courts
of any territory shall have jurisdiction and power to issue any injunction or
restraining order or grant any equitable relief described in subparagraph
(B). When appropriate, any injunction, order, or other equitable relicf
granted under this paragraph shall be granted without requiring the post-
ing of any bond.”.

(b) CHANGE IN SAvinNGs AND LoaN ConNTrROL AMENDMENTS.—Section 407(q) of the
National Housing Act (12 U.S.C. 1730(q)) is amended—

(1) by redesignating paragraphs (16) and (17) as paragraphs (17) and (18), re-
spectively; and

(2) by inserting after [mrnurnph (16) the following new paragraph:

“(16) INVESTIGATIVE AND ENFORCEMENT AUTHORITY.—

“(A) InvesTicATIONS.—The Corporation may exercise any authority vested in
the Corporation under paragraph (2) or (3) of subsection (m) in the course of
conducting any investigation under paragraph (2XB) or any other investigation
which the Corporation, in its discretion, determines is necessary to determine
whether any person has filed inaccurate, incomplete, or misleading information
under this subsection or otherwise is violating, has violated, or is about to vio-
late any provision of this subsection or any regulation prescribed under this
subsection.

“(B) ENrORCEMENT.—Whenever it appears to the Corporation that any person
is violating, has violated, or is about to violate any provision of this subsection
or any regulation prescribed under this subsection, the agency may, in its dis-
cretion, apply to the appropriate district court of the United States or the
United States court of any territory for—

“(i) a temporary or permanent injunction or restraining order enjoinin
such person from violating this subsection or any regulation prescri
under this subsection; or

“(ii) such other equitable relief as may be necessary to prevent any such
violation (including divestituro).

“(C) JurispicTION.—

“(i) The district courts of the United States and the United States courts
in any territory shall have the same jurisdiction and power in conncction
with any exercise of any authority by the Corporation under subparagraph
(A) as such courts have under paragraph (2) or (3) of subsection (m).

“(ii) The district courts of the United States and the United States courts
of any territory shall have jurisdiction and power to issue any injunction or
restraining order or grant any equitable relief described in subparagraph
(B). When appropriate, any injuhction, order, or other equitable relief under
tt.gisd Baragraph shail be granted without requiring the posting of any

nd.”.

SEC. 18. DISCUSSIONS TO DEVELOP INTERNATIONAL INFORMATION EXCIIANGE SYSTEM TO
ELIMINATE MONEY LAUNDERING.

(a) IN GENERAL.—The Secretary of the Treasury, in consultation with the Board of
Governors of the Federal Reserve System, shall initiate discussions with the central
banks or other appropriate governmental authorities of other countries and propose
that an information exchange system be established to assist the efforts of each par-
ticipating country to eliminate the international flow of money derived from illicit
drug operations and other criminal activities.

(h) Rerour Requinen.—Before the ond of the 9-month period beginning on the
date of the ennctment of thia Act, the Secrotary of the 'l‘remuB' shall propare and
trunsmit a report to the Committee on Banking, Finance and Urban Affairs of the
House of Representatives and the Committee on Banking, Housing, and Urban Al
fairs of the Senate on the resulls of negotiations initiuted pursuant to subsection (n).

SEC. 19, INCREABE IN MAXIMUM CRIMINAL FINE FOR CERTAIN OFFENSES.
Section 5322(b) of titlo 31, United States Code, is umended by striking out

“$500,000” and inserting in licu thercof “$1,000,000 if the person is an individual.

(and not more than $5,000,000 in any other cmo)”.

13
SEC. 20. REGULATIONS RELATING TO CUMULATION OF OFFENSES FOR FAILURE TO ¥
EXPORT OR IMPORT OF MONEY,

Secction 5316 of title 31, United States Code, is amended by adding at the e
following new subsection:

“(d) Cuu_umnon or Crosery Reratep Events.—The Secretary of the Tr
may prescribe regulations under this section defining the term ‘at one time' f
poses of subsection (n). Such regulations may permil the cumulation of closely
ed cvents in order that such events may collectively be considered to occur |
time for the purposes of subsection (a).”.

SEC. 21. EFFECTIVE DATES.

. (@) The umendments made by sections 2 and 8 shall apply with respect to tr
tions for the payment, receipt, or transfer of United States coins or currei
other monetary instruments completed after the end of the 3-month period
ning on the date of the enactment of this Act.

_(b) The amendments made by sections 3 and 4 shall apply with respect to
tions committed after the end of the 8-month period beginning on tha date |
ennctment of this Act.

_(c) The regulations required to be prescribed under the amendments made b
tion 5 shall take effect at the end of the 3-month period beginning on the date
enactment of this Act.

(d) The amendments made by sections 9, 13, 14, and 19 shall apply with resp
violations committed after the date of the enactment of this Act.

(e) The amendments made by sections 7, 15, 16, and 17 shall apply with resp
notices of proposed acquisitions filed after the date of the enactment of thi

() Any regulation prescribed under the amendments made by section 20
:_pply with respect to transactions completed after the effective date of such r
ion.

HisTory AND NEED FOR THE LEGISLATION

H.R. 5176, the Comprehensive Money Laundering Prever

Act, was ordered reported, with amendments, by the Banking (
mittee by a vote of 47-0 on July 22, 1986. Prior to the Commit
action, the Subcommittee on Financinl Institutions Supervi
Regulation and Insurance considered H.R. 5176 and ordered
bill reported to the full Committee unanimously, by voice vols
July_l7. 1986, following adoption of four amendments.
. Pr'lor to the Committee markup, four days of comprehensive
islative hearings were held on H.R. 5176 by the Subcommi
Congressman J.J. Pickle, Chairman of the Subcommittee on
sight of the Ways and Means Committee, was the Subcommit
lead-off witness. The Committee has incorporated certain p
sions of his bill, H.R. 4537, including those provisions relatin
th.e structuring of currency transactions and the seizure and
feiture of certain assets obtained by illegal means.

The Subcommittee heard 15 witnesses during its four day
hearm_gs, including a Federal Reserve Board Governor, and re
sentatives from the IRS Criminal Investigation and Examing
Divisions, Federal Home Loan Bank Board, Federal Deposit Ir
ance Corporation, Office of Comptroller of the Currency, Drug
l'orcqment Administration, the formce Executive Direclor of
President’s Commission on Organized Crime, American Bar /
cintion, American Bankers Associntion, Association of the Bn
the City of New York, an Assistant U.S. Attorney, and a for
money launderer. Written testimony was also received from
Awmerican Civil Liberties Union.

In addition, the Administration’s position on money lnunde
was articulated by the testimony of the Department of Just
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ProPOSED PuBLIC WorRkS AND TRANSPORTATION TITLE To DRUG BILL
AucusT 12, 1986

TITLE VII--COMMITTEE ON PUBLIC WORKS AND TRANSPORTATION
SEC. 701. STATE ENFORCEMENT OF LAWS RELATING TO AIRCRAFT
REGISTRATION.

(a) IN GENERAL.--section 902(b) of the Federal Aviation
Act of 1958 (49 U.S.C. App 1472(b)) is amended by adding at
the end the following new paragraph:

"*(3) Nothing in this subsection or in any other

provision of this Act shall preclude a State from

W 0 ~N O 1 Wy -

establishing criminal penalties, including providing for

10 forfeiture or seizure of aircraft, for a person who--

11 ""(A) knowingly and willfully forges, counterfeits,
12 alters, or falsely makes an aircraft registration
13 certificate,

T 14 "“(B) knowingly sells, uses, attempts to use, or
15 possesses with intent to use a fraudulent aircraft
16 registration certificate,
17 "*(C) knowingly and willfully displays or causes to
18 be displayed on any aircraft any marks that are false or
19 misleading as to the nationality or registration of‘the .
20 aircraft, or |

. 21 "“(D) obtains an aircraft registration certificate

.

22 from the Administrator by knowingly and willfully
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falsifying, concealing, or covering up‘a material fact,
or making a false, fictitious, or fraudulent statement or
representation, or making or using any false writing or
document knowing the writiné or document to contain any
false, fictitious, or fraudulent statement or entry. .

(b) INSPECTION.--Section 501 of the Federal Aviation Act

of 1958 (49 U.S.C. App. 1401) is amended by adding at the end

the following new subsection:

“INSPECTION BY LAW ENFORCEMENT OFFICERS

'(g) The operator of an aircraft shall make available

for inspécpion an aircraft’s certificate or registration upon
request by a Federal, State, or local law enforcement

officer. .

(c) CONFORMING AMENDMENT.--That portion of the table of

contents contained in the first section of the Federal

Aviation Act of 1958 which appears under the side heading

‘‘Sec. 501. Registration of aircraft nationality.’’

17 is amended by adding at the end the following:

18 SEC.

19

"*(g) Inspection by law enforcement officers.’ .

702.CRIMINAL PENALTIES.

(a) IN GENERAL.--Subsection (g) of section 902 of the

20 Federal Aviation Act of 1958 (49 U.S.C. App. 1472(q)) is

21 amended to read as follows:

.« e

22  VIOLATIONS IN CONNECTION WITH TRANSPORTATION OF CONTROLLED

23

SUBSTANCES
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**(q@)(1) It shall be unlawful, in connection with

transportation described in paragraph (2) and with knowledge

of such transportation, for any person--

"*(A) who is the owner of an aircraft eligible for
registration under section 501, to knowingly and
willfully op;rate, attempt to operate, or permit any
other person to operate such aircraft if the aircraft is
not registered under section 501 or the certificate of
registration of the aircraft is suspended or revoked;

"“(B) to operate or attempt to operate an aircraft
eligible for registration under section 501 knowing
either that éuch aircraft is not registered under section
501 or that the certificate of registration is suspended
or revoked; -

"*(C) to knowingly and willfully serve, or attempt to
serve, in any capacity as an airman without a valid
airman certificate authorizing him to serve in such a
capacity;

"'(D) to knowingly and willfully employ for service
or utilize any airman who does not possess a valid airman
certificate authorizing him to serve in such capacity;

"“(E) to knowingly and willfully operate an aircraft
in violation of any rule, regulation, or requirement
issued by the Administrator with respect to the display

of navigation or anticollision lights; or



