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DEPUTY ASSISTANT SECRETARY 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

MAY 191982 

Bill Barr 
Deputy Assistant Director 
Office of Poli~ment 

Robert E. Powi~ 
Deputy Assistant Secretary 
(Enforcement) 

Warrantless Search Authority for Monetary 
Instruments (LaFalce Bill) 

Pursuant to our telephone conversations last week on 
the above captioned subject, I am forwarding a copy of a 
memorandum written to me by the Assistant Commissioner, 
Office of Border Operations, U.S. Customs Service, which 
I believe makes a good case for Customs' need in this area. 

In addition to the information contained in the Customs 
paper I think it is worth mentioning that almost every day 
Customs personnel arrest and seize people who are bringing 
small quantities of drugs into the country. Typically, on 
May 16, 1982, one defendant was arrested at Miami Airport 
with 2.14 lbs. of cocaine concealed on her body. Another 
defendant was arrested the same day with 3.99 lbs. of 
cocaine concealed in the sides of a brief case. In these 
cases and in similar cases the "mules" probably leave the 
country with a quantity of cash sufficient to make the pur­
chase. In the cases cited above the woman probably needed 
$25,000 in cash to buy 2.14 lbs. of cocaine in Colombia and 
the man with the brief case probably needed between $40,000 
and $50,000 to buy 3.99 lbs. in cocaine. The figures quoted 
represent rock-bottom prices. The point is that there are 
large quantities of cash leaving the country daily. Not 
only do the major drug trafficking organizations move money 
out by boat and private aircraft in large quantities but 
large numbers of smaller operators move cash out for drug 
purchases in smaller quantities ranging from $10,000 to 
$100,000. 

If you need any further information please call. 

Attachment 



UNITED -STATES GOVERNMENT 

Memorandum 

TO 

FROM 

DA TE: r:; .. ~y 1 c 7982 

FILE: INV 2-06 B:IV: C 

Robert E. Powi s 
Deputy Assistant Secretary 
(Enforcement) 

Assistant Commissioner ~~ ~ ~ - _ ~ 
Office of Border Operations ~t!"', ~~ 

SUBJECT: Warrantless Search Authority for Monetary Instruments Based on 
Reasonable Suspic i ons 

As you are aware, H.R. 5046, introduced by Congressman John J. 
LaFalce of New York provides for an amendment to the Currency and Foreign 
Transactions Reporting Act. The bill would allow any Customs officer to 
stop, search, and examine without a search warrant any vehicle, vessel, 
aircraft, or other conveyance, envelope, or other container or person 
entering or departing from the United States on which or when he shall 
have reasonable suspicion to suspect there are monetary instruments in 
the process of being transported for which a report is required under the 
Act. 

We at Customs feel the passage of this bill, and ultimately, the 
ame ndment of the law, is essential to allow our enforcement personnel to 
successfully disrupt narcotic trafficking organizations through asset 
forfeiture. 

The following statistics provide insight into our need for outbound 
search authority: 

During calendar years 1980 and 1981, the U.S. Customs Service made 
approximately 4,595 seizures of currency and monetary instruments 
transported into the United States in violation of title 31 USC 
1101. The total value of these seizures amounted to approximately 
$55,740,607. During the same period, Customs conducted approximately 
188 seizures of currency and monetary instruments in the process of 
being transported out of the United States in violation of title 31. 
The total value of these seizures amounted to approximately 
$13,004,169. Thus, over a 2-year period, approximately 3.9 percent 
of all currency seizures were for outbound transportation, yet these 
seizures represent approximately 23.3 percent of the total amount 
seized. 

Our relatively low percentage of outbound currency seizures (3.9 
percent) is directly attributed to our present lack of outbound search 
authority. The outbound seizures were generally the result of selective 
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OFFICE OF POLICY DEVELOPMENT 

STAFFING MEMORANDUM 

DATE: 6L'.U82 ACTION/CONCURRENCE/COMMENT DUE BY: 

SUBJECT: 
Administration positions on bills proposing amendments of the Bank 
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MEMORANDUM FOR 

FROM: 

THE WHITE HOUSE 

WASHINGTON 

May 27, 1982 

ED4HARPER 

ROGER B. PO~TER f76',JJ 
.....-

OFFICE OF 
POLICY DE VELOPMEtH 

1qsz HAY 21 p b: 30 

SUBJECT: Administration Positions on Proposed Legislation 
Amending the Bank Secrecy Act 

The OMB memorandum on the Bank Secrecy Act raises four 
basic issues associated with developing an administration posi­
tion on the proposed legislation amending the Bank Secrecy Act. 
I understand that since the Crime package released yesterday 
does not include these measures that it now unlikely the 
Cabinet Council on Legal Policy will consider them. 

Should they come up again, I am glad to share with you 
my first reaction: 

1. I would support the provision to make it an offense 
to attempt to take unreported money out of the United States. 
Treasury and Justice apparently both support this position. 
Justice is appealing a Federal district court decision which 
this provision would overturn. If the court decision stands 
that no offense occurs until a suspect actually leaves the 
country, Justice maintains_that the law is unenforceable. 

Why we ·have such a penchant for laws like this and the 
Foreign Corrupt Practices Act, which are inherently so difficult 
to enforce, is a mystery to me. 

2. I would oppose the provision to raise the floor on 
the reporting requirement from $5,000 to $10,000. I simij>ly11 .r. 
see no compelling reason for this change. wLl· ~ k ~ l.lSL it LIA. J ? 

~ .¢ {'xrw-- ~ 1f o1}1Ya1\,J . ~ J 
3. I would support the provision authorizing warrantless ~ 

searches of persons leaving the United States based on findings 
of "reasonable cause." Alternative standards of "probable cause" 
and "no cause" are suggested in different bills under consider­
ation. 

I share Treasury's view that the current situation requir­
ing · warrants is too restrictive and am satisfied that abuses 
are unlikely under authority to conduct warrantless searches 
under "reasonable cause." 

·e;, 



4. I am a bitr:ne~about the provision authorizing the 
payment of rewards ~~o $250,000 to informers in cases where 
the information is original and leads directly to the recovery 
of a criminal fine, a civil penalty, or monetary forfeiture. 

I can understand that this would assist in the government's 
law enforcement activities and that there is precedent in customs 
law cases. Perhaps it is the amount - .a quarter of a milli.on 
dollars - that bothers me. If the reward is limited to a 
smaller figure ($25,000 or $50,000) and initiated on an experi­
mental basis, I would feel more comfortable. 

· ~. 
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OFFICE OF POLICY DEVELOPMENT STAFFING ffMORANDUM 

DATE: 4/_27/_82 ACTION/CONCURRENCE/COMMENT DUE BY: 5/5/82 

SUBJECT: Administration positions on bills proposing amendments of the Bank Secrecy 

Act 

ACTION FYI ACTION FYI 
HARPER 

~ 
0 SMITH 0 D 

~/ I PORTER 0 ~ I UHLMANN 0 

BAND OW 0 0 ADMINISTRATION 0 0 

BAUER 0 0 DRUG POLICY 
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REMARKS: 
Please provide comments on the attached. 
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Enw Jtl L, HAR PER 

ASSISTANT TO THE PRESID~t'{T 
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.. 

TO: 

SUSJECT: 

OFFICE OF !.~ANAGEMEt.:T AND BUDGET 

W.£.SHINGTOI~. D .C. 20503 

July 8, 1982 SPECIAL 
LEGISLATIVE REFERRAL MEMORANDUM 

legislative liaison Officer 

Department of the Treasury 

Justice testimony on Bank .Secrecy Act 

•y 

The - Office of Manage~ent and Budget requests the views of your 
agency on the above subject before advising on its relationship 
to the pro9ra~ of the President, in accordance with OMB Circular 
i1 - 1 9 • 

Please provide us ttith your vi~ws no later tha n 

lO:OOAM, Monday, July 12, 1982 

Direct your questions to Gregory Jones (395-3802), of this 

. 
\ 

Enclosure s 
cc: M. Uhlmann R. Williams 

O?oMl~ /frj 
Robi:rt E. Carlstrom for 
Assistant Director for 
Legislative Reference 

J. Komoroske A. Curtis 

, 

. . 



STATEMENT 

OF 

JOHN C. KEENEY 
DEPUTY ASSISTANT ATTORNEY GENERAL 

CRIMINAL DIVISION 

BEFORE 

THE 

SUBCOMMITTEE ON GENERAL OVERSIGHT 
AND RENEGOTIATION 

OF THE 
COMMITTEE ON 

BANKING, FINANCE AND URBAN AFFAIRS 

OF THE 

HOUSE OF REPRESENTATIVES 

CONCERNING 

ENFORCEMENT AND UTILIZATION 
OF THE BANK SECRECY ACT 

IN NARCOTICS CASES 

ON 

JULY 13, 1982 

DRAFT -
.~ 
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Mr. Chairman and members of the Subcommittee: 

Thank you for the opportunity to appear before you today to 

testify on behalf of the Department of Justice regarding our 

utilization of the Bank Secrecy Act in narcotics investigations, 

particularly in the South Florida area. 

At the present time the Criminal Division of the Department 

is staffing three field operations which examine the inter­

relationship between drug-trafficking offenses and Bank Secrecy 

Act violations. These field operations are primarily organized 

to conduct investigations into the currency law violations and 

financial dealings of drug traffickers and money launderers. The 

first operation, "Operation Greenback I," is located in Miami and 

began in May 1980 with an assignment of two trial attorneys from 

the Division's Narcotic and Dangerous Drug Section. In the 

summer of 1980, one Greenback attorney was reassigned to a 

suboff ice of Greenback I located in Tampa to pursue a grand jury 

investigation of a marihuana-smuggling organization and to work 

in conjunction with the United States Attorney's Office for the 

Middle District of Florida to advance financial investigations in 

that office. Our most recent endeavor, "Operation Greenback II" 

(Chicago), commenced with the assignment of a trial attorney to 

the Northern District of Illinois to work in conjunction with the 

United States Attorney's Office in that district, as well as with 

United States Attorneys' offices in surrounding districts, to 

enhance the techniques of financial investigations in the 

Midwest. 
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I. Conunencement of Operation Greenback 

In the spring of 1980 officials of the Treasury Department 

met with officials of the Department of Justice to discuss a 

proposed project whereby certain investigative and prosecutive 

resources of the respective Departments would be brought to bear 

against the financial operations of major drug trafficking 

organizations and their associates operating in the Southern 

District of Florida. At that time a recently completed study of 

currency transactions at Federal Reserve Banks throughout the 

United States had dramatically demonstrated that, whereas the 

majority of Federal Reserve Banks had found it necessary to add 

hundreds of millions of dollars to the total currency in 

circulation in their regions, the Federal Reserve Bank in Florida 

had surpluses of currency deposits. 

With most of the marihuana and cocaine entering the United 

States being brought through Florida, it was readily apparent 

that much of the currency surplus which was pouring into the 

Federal Reserve Bank in Florida was attributable to the financial 

activities of major drug trafficking organizations either 

directly or through money-laundering organizations. In March of 

1980 a memorandum was prepared for the then-Assistant Attorney 

General of the Criminal Division reconunending a joint project 

with the participation of the investigative agencies of the 

Department of the Treasury and the Drug Enforcement 

Administration and the Federal Bureau of Investigation of the 

Department of Justice. It would also have the on-site 
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participation by attorneys from Justice's Criminai and Tax 

Divisions. 

In May of 1980 two staff attorneys from the Narcotic and 

Dangerous Drug Section went to Miami representing the Criminal 

Division's commitment to the project. At that time the Operation 

Greenback Task Force was composed of investigators from the 

Internal Revenue Service and the United States Customs Service, 

with liaison with the Bureau of Alcohol, Tobacco and Firearms, 

the Federal Bureau of Investigation, and the Drug Enforcement 

Administration. An attorney from the Criminal Section of the Tax 

Division provided support by reviewing all prospective cases 

involving Title 26, United States Code, tax violations. As 

stated in the original proposal, the participation of the 

Department would be on-site and operational and would be for the 

purpose of securing two main objectives. The first objective was 

to work operationally with both Assistant United States Attorneys 

and Tax Division attorneys in the Southern District of Florida to 

develop cases utilizing U.S. Code provisions in Title 31 (Bank 

Secrecy Act) , Title 26 (Tax violations), Title 21 (Drug 

violatitins), and Title 18 (Racketeering violations) , as well as 

to seek both criminal and civil forfeitures as provided for under 

those titles. Our second objective was to take the investigative 

and prosecutive techniques learned in Greenback I and pass them 

on to other districts by both operational on-site participation 

and also through seminars and other programs facilitating the 

exchange of such information. 
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II. Bank Secrecy Act 

The Bank Secrecy Act, which became law in 1970, has been 

the primary statute utilized by the Operation Greenback Task 

Force. The reporting requirements under the Act provide two main 

benefits to our efforts. First, it provides intelligence 

information which tends to highlight persons involved in other 

criminal violations. Second, it contains criminal sanctions to 

deter unlawful activity. 

The two reports which have provided most of the underlying 

foundation for the financial flow investigation techniques are as 

follows: 

1. Form 4789 -- Currency Transaction Report 

A. Definitions 

Title 31, U.S. Code, Section 1081 (as effectuated by 31 CPR 

103.22) requires that bank reports of domestic currency 

transactions in excess of $10,000 be filed with the Internal 

Revenue Service on Form 4789. The law does not require reporting 

of transactions betweeen banks, transactions between a bank and a 

regular customer who qualifies for inclusion on an "exemption 

list," nor transfers that do not involve the actual physical 

transfer of currency. The form is to be filed by the banks or 

financial institutions that exchange currency. 

B. Criminal Violations 

Title 31, U.S. Code, Section 1058 provides for a fine of up 

to $1,000 or up to one year imprisonment or both for a willful 

violation of the reporting requirement. Operation Greenback has 
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sought to identify both money couriers and corrupt bank officials 

through undercover operations, surveillance, and traditional 

grand jury investigation to determine the existence of unreported 

currency transactions of amounts in excess of $10,000, or where a 

series of transactions - each under $10,000 but aggregating to 

over $10,000 - is being utilized solely to subvert the intentions 

of the reporting requirement. 

Title 31, U.S. Code, Section 1059 provides for a fine of 

not more than $500,000 and/or five years' imprisonment for a 

willful violation if it is committed in furtherance of any other 

federal violation or as part of a pattern of illegal activity 

involving over $100,000 worth of transactions in a twelve-month 

period. 

2. Form 4790 -- Currency and Monetary Instruments Report 

A. Definitions 

Title 31, U.S. Code, Section 1101 (as effectuated by 31 CFR 

103.23) requires that reports dealing with the transportation of 

currency or other monetary instruments into or out of the United 

States in excess of $5,000 be filed with the U.S. Customs 

Service. The form is to be filed by the individual upon entering 

or leaving the country. 

B. Criminal Violations 

Title 31, U.S. Code, Section 1058 contains a penalty of up 

to $1,000 fine and/or one year imprisonment for failure to file 

the 4790 form. The reporting statute requires the actual 

physical transportation of currency or a bearer instrument in 



- 6 -

excess of $5,000 across the United States border. When travelers 

enter the United States they are given the form which notifies 

them of the reporting requirement. 

Operation Greenback also employs the traditional investi­

gative techniques of surveillance, border checks, and the use of 

informants, etc., to detect violations of this part of the Bank 

Secrecy Act. 

Title 31, U.S. Code, Section 1059 sets forth the felony 

provisions for 4790 violations, which are the same as for the 

previously described 4789 violations. 

III. Present Staffing 

A. Operation Greenback I (Miami) 

Attorneys 

At the present time there are four Criminal Division 

attorneys assigned from the Narcotic and Dangerous Drug Section 

presently on-site in the Miami Greenback field office working 

under the auspices of the United States Attorney and located in 

that office. The attorney staff consists of an attorney in 

charge and three attorneys. In addition, one I.R.S. attorney is 

presently "on loan" to Operation Greenback. The Tax Division's 

Criminal Section has also provided one attorney who is presently 

involved in the preparation of a Title 26 tax case for 

prosecution in the Southern District of Florida. Accordingly, we 

anticipate a minimum of four full-time attorneys assigned to the 

main project as well as one attorney working on an "as needed" 

basis for the exclusive prosecution of tax cases which arise out 
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of the project. 

Special Agents 

At the present time the Internal Revenue Service has 

provided twenty-six special agents and seven revenue agents to 

work on the project. There are also ten U.S. Customs Service 

special agents and ten special agents of the Drug Enforcement 

Administration attached to the operation. Liaison is maintained 

with the FBI, Secret Service, and the Bureau of Alcohol, Tobacco 

and Firearms. 

B. Operation Greenback I (Tampa) 

Attorneys 

The Criminal Division (Narcotic and Dangerous Drug Section) 

has provided one attorney to work in conjunction with the Office 

of the United States Attorney in the Middle District of Florida. 

This attorney was responsible for the early coordination of an 

investigation into what had been termed the Walker marihuana and 

cocaine importation and currency exportation case. The primary 

subject in this investigation was murdered in April, 1981 - his 

body was found in a swamp with a garrote around the neck. This 

is one more example of the violence which is associated with the 

drug-trafficking business. Various associates of this subject 

have been indicted and twelve of those were convicted on Title 21 

drug violations, Title 31 Bank Secrecy Act violations, and 

charges of conspiracy and crossing state lines in aid of their 

racketeering activities under Title 18. 
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Special Agents 

Agent support has been provided by the IRS, U.S. Customs 

Service, DEA, and the FBI. 

C. Operation Greenback II (Chicago) 

In October of 1981, one of the attorneys who had initiated 

Operation Greenback I in 1980 was reassigned to Chicago, 

Illinois, to work under the auspices of the United States 

Attorney for the Northern District of Illinois as part of a Major 

Narcotics-Financial Crimes Task Force in that office. The task 

force is being supported by special agents and revenue agents 

from the Internal Revenue Service, as well as special agents of 

the U.S. Customs Service, Drug Enforcement Administration, and 

the Federal Bureau of Investigation. The Division attorney is 

working with the United States Attorney and his Assistants in the 

development of the financial aspects of major drug trafficking 

cases. It is expected to be highly successful in discovering and 

prosecuting violations of Title 31, Title 21, Title 26, and Title 

18. It is also anticipated that significant forfeitures will 

result from this effort. 

On a regional scope, this attorney will also provide 

support to other United States Attorneys' offices in the Midwest 

so that similar P!Ograms can be developed as needed. 

IV. Investigative Techniques 

In discussing the techniques utilized in Operation 

Greenback it should first be noted that Operation Greenback I 

(Miami) is still in a developmental stage. Nevertheless, certain 

investigative techniques and approaches have proven successful 
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and resulted in what can be termed inroads into the financial 

dealings of major drug traffickers and associated money 

launderers. The techniques utilized and refined in Greenback are 

both innovative and traditional. 

Greenback has had the support of the Off ice of the 

Comptroller of the Currency and its related bank examining 

officials, which, through the refinement of their audit 

procedures, have been able to uncover suspicious activity and 

violations of the Bank Secrecy Act. The reporting of these 

violations to the Treasury Department and the subsequent 

referral, when warranted, to the Internal Revenue Service for 

criminal investigation has proven to be an effective use of the 

Form 4789 reports. As part of the Greenback approach, a joint 

tax-drug grand jury was instituted so that the four involved 

titles of the United States Code (18, 21, 26, 31) could be 

investigated fully at the one time by all affected federal 

investigative agencies, and with the needed sharing of 

information. On the more traditional side, where specific 

accounts were identified as being the conduits for the passage of 

enormous amounts of currency, subsequent traditional physical 

surveillance has resulted in the identification of couriers and 

money launderers. The joint tax-drug grand jury approach has 

provided the investigators and prosecutors with the ability to 

immunize underlings and also the coextensive ability to compel 

testimony under a grant of use immunity. These are some of the 

types of investigative techniques which are -presently being used 
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in the operation. 

V. Financial Law Enforcement Center 

On January 11, 1982, the Financial Law Enforcement Center 

(FLEC) was established within the U.S. Customs Service to examine 

the financial characteristics of the criminal markets including 

the illicit drug market. The Center assists in the development 

of a law enforcement strategy that will exploit the vulnerability 

of these criminal organizations through the use of appropriate 

criminal and civil sanctions. Customs intends to enhance the 

effectiveness of the Center by expanding its resources and 

intelligence data bases, and through actively soliciting the 

participation of other federal agencies. Customs' position as 

the federal government's repository of Bank Secrecy Act financial 

data is being improved through the employment of computerized 

indices for Bank Secrecy Act information which will make the 

information more readily accessible to federal drug agents. 

Another service which will aid in the prosecution of currency 

violations is the Center's preparation of detailed money-flow 

charts to aid juries in following the often complicated transfer 

of currency by drug-trafficking organizations which expend great 

amounts of energy to obfuscate the telling financial trail of 

their highly profitable illegal activity. 

U.S. Commissioner of Customs William von Raab has clearly 

identified the Customs Service's number one priority to be 

stopping the flood of drugs coming into this country. His 

commitment to the agency's Bank Secrecy Act role as a major part 



- 11 -

of that commitment is witnessed by Mr. von Raab's May 1982 speech 

to the Bank Leadership Committee of the Florida Bankers 

Association in which he stressed the need for cooperation between 

the banks and the involved federal agencies as an integral part 

of fighting the drug-trafficking and related money-laundering 

organizations in Florida. 

VI. Achievements 

A. Operational 

Because most of Greenback's indictments are in a process of 

litigation or pending grand jury action, I am precluded from 

discussing the evidence or facts of any particular case. 

However, it can be said generally that the Operation Greenback 

Task Force in Miami has presented evidence to grand juries which 

returned true bills of indictment charging currency-related 

offenses in twenty-five instances against some ninety-seven 

individuals. Approximately twenty million dollars in cash and 

two million dollars in property have been seized by Greenback 

agents during the course of the Operation. Of these assets, 

approximately five million dollars has been forfeited to the 

government in two court actions, and the remainder is in the 

process of being forfeited. In addition to these civil and 

criminal actions, the Internal Revenue Service has levied 

jeopardy and termination assessments of $112,500,467 through its 

related administrative procedures. In addition, Bank Secrecy Act 

regulations regarding exemption lists and reporting times have 

been strengthened. Numerous banks have sought out the Office of 
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the Comptroller of the Currency and have signed agreements both 

acknowledging their responsibility under the act and committing 

themselves to strict adherence to all of the provisions. The 

filing of Form 4789 reports has increased approximately 400 

percent since the inception of Greenback I. Prosecutions have 

resulted in the convictions of various defendants for violations 

of Title 21 (Drug violations), Title 31 (Bank Secrecy Act 

violations), and Title 18 (Conspiracy and interstate travel in 

aid of racketeering) . 

B. Information Sharing 

To effectuate the second objective of the initial plan -

viz. the exchange of information about currency investigations 

Greenback attorneys and agents have given lectures on 

investigative and prosecutive techniques and the law to Assistant 

United States Attorneys and investigators all over the country, 

including lecturing at the most recent Major Drug Traffickers 

Prosecution Conference in which federal and state prosecutors and 

agents participated to examine how inter-agency and 

inter-governmental cooperation could maximize nationwide drug 

enforcement efforts. One of our attorneys has also participated 

in the production of a videotape prepared by the Internal Revenue 

Service on the Bank Secrecy Act which will be shared with the 

Department of Justice for training purposes. A manual on the 

investigation and prosecution of the illegal laundering and 

foreign transportation of currency has been prepared by Narcotic 

Section attorney G. Roger Markley (assigned to Greenback II in 
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Chicago) and is being made available to prosecutors and agents. 

A copy of this manual has been appended to my statement for 

examination by this Subcommittee. 

VII. Proposed Bank Secrecy Act Amendments 

It is fitting that I come before this legislative body to 

discuss our proposed amendments to the Bank Secrecy Act as this 

Subcommittee held similar hearings prior to the passage of the 

Bank Secrecy Act almost thirteen years ago. It is time to bring 

the Bank Secrecy Act into the 1980s and to give the courts the 

ability to impose larger maximum fines on those persons and 

organizations who would join hands with the drug trafficker in an 

attempt to circumvent our efforts to remove the financial 

incentives which motivate this illegal and destructive activity. 

All of the proposed changes would enhance our efforts under the 

Bank Secrecy Act. 

Several of the needed amendments to Title 31 of the United 

States Code and related provisions of Titles 18, 21, and 26, 

are included in H.R. 6497, the House counterpart to S.2572. 

President Reagan has publicly praised S.2572, and the Department 

of Justice supports enactment of this legislation - the Violent 

Crime and Drug Enforcement Improvements Act of 1982. Provisions 

of the bill relating to the Bank Secrecy Act are located in Title 

IX, Part I. 

A. Increased Penalties 

The first subsections of Section 916 in Part I would raise 

the maximum civil penalty from $1,000 to $10,000, and raise the 

/ 
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maximum criminal penalty from $1,000 and/or imprisonment for up 

to one year to $50,000 and/or imprisonment for up to five years. 

Because violations of the Bank Secrecy Act are serious matters, 

and such violations are often perpetrated in order to mask even 

more serious offenses such as narcotics trafficking and organized 

crime, such increased civil penalties and criminal sanctions are 

clearly justified. 

B. "Attempt" Provision 

Subsection (c) (1) would attach an "attempt" provisior: to 

the Bank Secrecy Act (31 U.S.C. llOl(a)) such that the attempted 

violation of the Act would be proscribed. This would make clear 

Congress's intent that an offense under the Act would occur prior 

to a person's actually leaving the jurisdiction of the United 

States. Otherwise, a crime would usually occur only after the 

ability of the U.S. authorities to enforce the law had ended. 

Some courts disagree, and have held that an offense does not 

occur until after a person leaves the United States. While the 

absence of an attempt offense has created difficulty in 

connection with departures from public airports, this arguable 

gap in the law is even more disruptive of efforts to control the 

exportation of currency and monetary instruments through the use 

of private aircraft flying out of private airports or makeshift 

runways. 

C. Increased Reporting Amount 

Subsection (c) (2) would raise the minimum reportable amount 

transported out of the United States from in excess of $5,000 to 
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an amount exceeding $10,000. This upward modification of the 

minimum reporting figure would reduce the burden on the 

international traveler yet pare down the forms necessary for the 

Customs Service to examine to spot the suspicious transactions. 

The proposed change also recognizes the diminution in the value 

of the old reporting figure since the passage of the Bank Secrecy 

Act. 

D. Warrantless Searches 

Subsection (d) authorizes customs officers to make 

warrantless searches where there is reasonable cause to believe 

that a monetary instrument is unlawfully being brought into or 

taken out of the United States. This provision would make an 

exception to the search warrant requirement presently contained 

in the Bank Secrecy Act (31 U.S.C. 1105(a)) such that the general 

enforcement of the Act would still require a search warrant, but 

the widely recognized border search exception to the common law 

requirement for search warrants would also be statutorily 

recognized. The present requirement is inconsistent with prior 

law establishing the border search exception and unnecessarily 

impedes law enforcement efforts, especially considering the ease 

with which persons can conceal currency or other monetary 

instruments in their luggage or on their persons. 

E. Reward Authority 

Subsection (e) provides for the payment of rewards to an 

individual who provides information leading to the recovery of in 

excess of $50,000 in fines, civil penalties, or forfeitures under 



- 16 -

the provisions of the Bank Secrecy Act. With respect to the need 

for authority to offer monetary rewards to persons providing 

information leading to the imposition of fines and forfeitures 

under currency reporting laws, the nature of the offense is such 

that only through reports from persons aware of the transactions 

can we expect to intercept a sufficient number of shipments to 

achieve a significant deterrent effect. The proposed reward 

authority would provide a powerful incentive for persons to come 

·forward and report such illicit activities by providing monetary 

payments of twenty-five percent of fines and forfeitures 

recovered up to a ceiling of $250,000. While it has been 

suggested that the amount of rewards which can be paid may be 

excessive, we would point out that the risk inherent in reporting 

such crimes -- which usually involve activities of either 

narcotics trafficking rings or organized crime syndicates noted 

for their reliance upon violence -- requires a substantial 

incentive in order to encourage individuals to come forward and 

provide information to law enforcement officials. 

F. Violations as RICO Predicate Acts 

Section 917 of Part I would add currency violations to the 

definitions of "racketeering activity" listed at 18 U.S.C. 

Section 1961(1), thereby making Title 31 crimes predicate 

offenses for RICO prosecution. "Money laundering" has been 

documented as a condition precedent for organized crime and 

narcotics-trafficking enterprises. Investigations in South 

Florida have revealed a multi-billion dollar clandestine money 
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market operating offshore. The inclusion of currency violations 

proscribed by Title 31 as racketeering offenses is necessary to 

allow a concerted attack upon all aspects of such criminal 

enterprises. Moreover, this amendment would expedite a unified 

federal response by facilitating cooperation between Treasury 

agents from IRS and Customs, who have enforcement jurisdiction 

over Title 31, and FBI investigators specializing in racketeering 

cases under Title 18. It is ineffective to prosecute racketeers 

in narcotics offenses without including the currency violations 

they commit as RICO predicate offenses because, without the 

proposed amendment, Title 31 violations are now likely to be 

severed from a RICO case. Moreover, inclusion of currency 

violations as RICO predicate offenses would enhance the ability 

of prosecutors to seek forfeiture of criminal assets by author­

izing RICO forfeiture of monies used to violate Title 31. 

Passage of the proposed amendment is viewed as being essential to 

an adequate law enforcement response to money laundering by 

organized crime and narcotics organizations. Enactment of this 

amendment is strongly recommended. 

G. Additional Amendments 

Other needed changes that are not contained in S.2572 or 

H.R. 6497 have been proposed by federal prosecutors and agents 

who have utilized the Bank Secrecy Act in attacking major 

drug-trafficking organizations. Three of the major suggestions 

which have been proposed as possible amendments to the Act are 

the inclusion of wire transfers and cashier's checks in the 
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coverage of the Act, addition of Section 1081 violations in the 

forfeiture provision of 31 u.s.c. 1102, and the inclusion of Bank 

Secrecy Act offenses in the list of offenses which may give rise 

to a court-ordered interception of wire or oral communications 

pursuant to 18 U.S.C. 2516. 

All of these proposed changes in the Bank Secrecy Act would 

better enable the federal agencies involved in drug enforcement 

to identify and fully examine the scope of suspected money­

laundering and drug-trafficking activity, and to link the two in 

criminal prosecutions. 

VIII. Conclusion 

Operation Greenback, although still a relatively new 

program, has demonstrated that it is operationally successful and 

worthy of duplication in other jurisdictions and that the Bank 

Secrecy Act is an integral part of targeting and prosecuting 

major drug-trafficking organizations. Perhaps the most 

significant lesson that our efforts have taught us is that the 

most effective way to make inroads into the estimated $79 billion 

dollar business of major drug trafficking organizations is 

through the mutual efforts of all federal law enforcement 

agencies in unified drug-currency-tax investigations and 

prosecutions. 
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Mr. Chairman and members of the Subcommittee: 

Thank you for the opportunity to appear before you today to 

testify on behalf of the Department of Justice regarding our 

utilization of the Bank Secrecy Act in narcotics investigations, 

particularly in the South Florida area. 

The Bank Secrecy Act has proven to be a very valuable tool 

in the federal effort to identify and prosecute drug traffickers. 

It is also proving quite effective in the prosecution of those 

persons who would prof it from illegal drug trafficking by 

handling and camouflaging the wealth of the drug trafficker. 

Although my discussion today will focus primarily on the Criminal 

Division's efforts in South Florida through Operation Greenback, 

it should be noted that 18 to 20 United States Attorneys' offices 

around the nation regularly request Bank Secrecy Act information 

~a a part of their financial task force operations or to assist 

in the investigation of individual cases. The U.S. Attorney's 

Off ice in the Central District of California has been 

particularly active for many years in utilizing the Bank Secrecy 

Act to identify major drug traffickers, and has recently 

prosecuted a case involving a drug-related money-laundering 

scheme in which a bank president pleaded guilty to violations of 

the Bank Secrecy Act and income-tax evasion, and the involved 

bank was fined its entire pre-audited net income for the year in 

which the violations occurred ($309,106). Operation Banco, the 

financial investigating task force which preceded Operation 

Greenback in South Florida, also utilized Bank Secrecy Act 

information to convict the notorious "Black Tuna" organization, 
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a major marihuana importation and distribution enterprise. The 

lead defendants in that case were convicted of operating a 

continuing criminal enterprise and were sentenced to 34 years, 31 

years, and 22 years in prison, all without the possibility of 

parole. As this latter case shows, the effectiveness of the Bank 

Secrecy Act cannot be judged solely by it~ use as the statutory 

basis for criminal indictments; its use to identify major 

narcotics trafficking organizations is of substantial benefit in 

and of itself. Following my discussion of Operation Greenback, I 

will address certain proposed amendments to the Bank Secrecy Act 

which we believe will make the Act even more effective. 

At the present time the Criminal Division of the Department 

is staffing three field operations which examine the inter­

relationship between drug-trafficking offenses and Bank Secrecy 

Act violations. These field operations are primarily organized 

to conduct investigations into the currency law violations and 

financial dealings of drug traffickers and money launderers. The 

first operation, "Operation Greenback I," is located in Miami and 

began in May 1980. A suboffice of Greenback I is located in 

Tampa. Our most recent endeavor, "Operation Greenback II," 

commenced with the assignment of a trial attorney to Chicago who 

will work with United States Attorneys' offices in the Midwest to 

enhance the techniques of financial investigations in that area. 

I. Commencement of Operation Greenback 

In the spring of 1980 officials of the Treasury Department 

met with officials of the Department of Justice to discuss a 

proposed project whereby certain investigative and prosecutive 
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resources of the respective Departments would be brought to bear 

against the financial operations of major drug trafficking 

organizations and their associates operating in the Southern 

District of Florida. At that time a recently completed study of 

currency transactions at Federal Reserve Banks throughout the 

United States had dramatical~y demonstrated that, whereas the 

majority of Federal Reserve Banks had found it necessary to add 

hundreds of millions of dollars to the total currency in 

circulation in their regions, the Federal Reserve Bank in Florida 

had surpluses of currency deposits. 

With most of the marihuana and cocaine entering the United 

States being brought through Florida, it was readily apparent 

that much of the currency surplus which was pouring into the 

Federal Reserve Bank in Florida was attributable to the financia i 

activities of major drug trafficking organizations either 

directly or through money-laundering organizations. In March of 

·1900 a memoiandum was prepared for the then-Assistant Attorney 

General of the Criminal Division recommending a joint project 

with the participation of the investigative agencies of the 

Department of the Treasury and the Drug Enforcement 

Administration and the Federal Bureau of Investigation of the 

· Department of Justice. It would also have the on-site 

participation by attorneys from Justice's Criminal and Tax 

Divisions. 

In M~y of 1980 two staff attorneys from the Narcotic and 

Dangerous Drug Section went to Miami representing the Criminal 

Division's commitment to the project. At that time the Operation 
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Greenback Task Force was composed of investigators from the 

Internal Revenue Service and the United States Customs Service, 

with liaison with the Bureau of Alcohol, Tobacco and Firearms, 

the Federal Bureau of Investigation, and the Drug Enforcement 

Administration. An attorney from the Criminal Section of the Tax 

Division provided support by reviewing all prospective cases 

involving Title 26, United States Code, tax violations. As 

stated in the original proposal, the participation of the 

Criminal Division would be on-site and operational and would be 

for the purpose of securing two main objectives. The first 

objective was to work operationally with both Assistant United 

States Attorneys and Tax Division attorneys in the Southern 

District of Florida to develop cases utilizing U.S. Code provi­

sions in Title 31 (Bank Secrecy Act), Title 26 (Tax violations), 

Title 21 (Drug violations), and Title 18 (Racketeering viola­

tions), as well as to seek both criminal and civil forfeitures as 

provided for under those titles. Our second objective was to 

take the investigative and prosecutive techniques learned in 

Greenback I and pass them on to other districts by both 

operational on-site participation and also through seminars and 

other programs facilitating the exchange of such information. 

II. Bank Secrecy Act 

The Bank Secrecy Act, which became law 1n 1970, has been the 

primary statute utilized by the Operation Greenback Task Force. 

The reporting requirements under the Act provide two main 

benefits to our efforts. First, it provides intelligence 

information which tends to highlight persons involved in other 
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criminal violations. Second, it contains criminal sanctions to 

deter unlawful activity. 

The two reports which have provided most of the underlying 

foundation for the financial flow investigation techniques are as 

follows: 

1. Form 4789 -- Currency Transaction Report 

A. Definitions 

Title 31, U.S. Code, Section 1081 (as effectuated by 31 CFR 

103.22) requires that bank reports of domestic currency 

transactions in excess of $10,000 be filed with the Internal 

Revenue Service on Form 4789. The law does not require reporting 

of transactions betweeen banks, transactions between a bank and a 

regular customer who qualifies for inclusion on an "exemption 

list," nor transfers that do not involve the actual physical 

transfer of currency. The form is to be filed by the banks or 

financial institutions that exchange currency. 

B. Criminal Violations 

Title 31, U.S. Code, Section 1058 provides for a fine of up 

to $1,000 or up to one year imprisonment or both for a willful 

violation of the reporting requirement. Operation Greenback has 

sought to identify both money couriers and corrupt bank officials 

through undercover operations, surveillance, and traditional 

grand jury investigation to determine the existence of unreported 

currency transactions of amounts in excess of $10,000, or where a 

series of transactions - each under $10,000 but aggregating to 

over $10,000 - is being utilized solely to subvert the intentions 

of the reporting requirement. 
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Title 31, U.S. Code, Section 1059 provides for a fine of not 

more than $500,000 and/or five years' imprisonment for a willful 

violation if it is committed in furtherance of any other federal 

violation or as part of a pattern of illegal activity involving 

over $100,000 worth of transactions in a twelve-month period. 

2. Form 4790 Currency and Monetary Instruments Report 

A. Definitions 

Title 31, U.S. Code, Section 1101 (as effectuated by 31 CFR 

103.23) requires that reports dealing with the transportation of 

currency or other monetary instruments into or out of the United 

States in excess of $5,000 be filed with the U.S. Customs 

Service. The form is to be filed by the individual upon entering 

or leaving the country. 

B. Criminal Violations 

Title 31, U.S. Code, Section 1058 contains a penalty of up 

to $1,000 fine and/or one year imprisonment for failure to file 

the 4790 form. The reporting statute requires the actual 

physical transportation of currency or a bearer instrument in 

excess of $5,000 across the United States border. When travelers 

enter the United States they are given the form which notifies 

them of the reporting requirement. 

Operation Greenback also employs the traditional investi­

gative techniques of surveillance, border checks, and the use of 

informants, etc., to detect violations of this part of the Bank 

Secrecy Act. 

Title 31, U.S. Code, Section 1059 sets forth the felony 

provisions for 4790 violations, which are the same as for the 
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previously described 4789 violations. 

III. Present Staffing 

A. Operation Greenback I (Miami) 

Attorneys 

At the present time there are four Criminal Division 

attorneys assigned from the Narcotic and Dangerous Drug Section 

presently on-site in the Miami Greenback field office working_ in 

conjunction with the United States Attorney. The attorney staff 

consists of an attorney in charge and three other attorneys. In 

addition, one I.R.S. attorney is presently "on loan" to Operation 

Greenback. The Tax Division's Criminal Section has also prov ided 

one attorney who is presently involved in the preparation of a 

Title 26 tax case for prosecution in the Southern District of 

Florida. Accordingly, we anticipate a minimum of four full-time 

attorneys assigned to the main project as well as one attorney 

working on an "as needed" basis for the exclusive prosecution of 

tax cases which arise out of the project. 

Special Agents 

At the present time the Internal Revenue Service has 

provided twenty-six special agents and seven revenue agents to 

work on the project. There are also ten U.S. Customs Service 

special agents and ten special agents of the Drug Enforcement 

Administration attached to the operation. Liaison is maintained 

with the FBI, Secret Service, and the Bureau of Alcohol, Tobacco 

and Firearms. 
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B. Operation Greenback I (Tampa) 

Attorneys 

, .. ,)'. 

The Criminal Division (Narcotic and Dangerous Drug Section) 

has provided one attorney to work in conjunction with the Office 

of the United States Attorney in the Middle District of Florida. 

This attorney was responsible for the early coordination of an 

investigation into what had been termed the Walker marihuana and 

cocaine importation and currency exportation case. The primary 

subject in this investigation was murdered in April, 1981 - his 

body was found in a swamp with a garrote around the neck. This 

is one more example of the violence which is associated with the 

drug-trafficking business. Various associates of this subject 

have been indicted and twelve of those were convicted on Title 21 

drug violations, Title 31 Bank Secrecy Act violations, and 

charges of conspiracy and crossing state lines in aid of their 

racketeering activities under Title 18. 

Special Agents 

Agent support has been provided by the IRS, U.S. Customs 

Service, DEA, and the FBI. 

C. Operation Greenback II (Chicago) 

In October of 1981, one of the attorneys who had initiated 

Operation Greenback I in 1980 was reassigned to Chicago, 

Illinois, to work in conjunction with the United States Attorney 

for the Northern District of Illinois as part of a Major 

Narcotics-Financial Crimes Task Force in that office. The task 

force is being supported by special agents and revenue agents 

from the Internal Revenue Service, as well as special agents of 
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the U.S. Customs Service, Drug Enforcement Administration, and 

the Federal Bureau of Investigation. The Division attorney is 

working with the United States Attorney and his Assistants in the 

development of the financial aspects of major drug trafficking 

cases. It is expected to be highly successful in discovering and 

prosecuting violations of Ti~le 31, Title 21, Title 26, and Title 

18. It is also anticipated that significant forfeitures will 

result from this effort. 

On a regional scope, this attorney will also provide support 

to other United States Attorneys' offices in the Midwest so that 

similar programs can be developed as needed. 

IV. Investigative Techniques 

In discussing the techniques utilized in Operation Greenback 

it should first be noted that . Operation Greenback I (Miami) is 

still in a developmental stage. Nevertheless, certain investi­

gative techniques and approaches have proven successful and 

resulted in what can be termed inroads into the financial 

dealings of major drug traffickers and associated money 

launderers. The techniques utilized and refined in Greenback are 

both innovative and traditional. 

Greenback has had the support of the Off ice of the 

Comptroller of the Currency and its related bank examining 

officials, which, through the refinement of their audit 

procedures, have been able to uncover suspicious activity and 

violations of the Bank Secrecy Act. The reporting of these 

violations to the Treasury Department and the subsequent 

referral, when warranted, to the Internal Revenue Service for 
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criminal investigation has proven to be an effective use of the 

Form 4789 reports. As part of the Greenback approach, a joint 

tax-drug grand jury was instituted so that the four involved 

titles of the United States Code (18, 21, 26, 31) could be 

investigated fully at the one time by all affected federal 

investigative agencies, and with the needed sharing of 

information. On the more traditional side, where specific 

accounts were identified as being the conduits for the passage of 

enormous amounts of currency, subsequent traditional physical 

surveillance has resulted in the identification of couriers and 

money launderers. The joint tax-drug grand jury approach has 

provided the investigators and prosecutors with the ability to 

immunize underlings and also the coextensive ability to compel 

testimony under a grant of use immunity. These are some cf the 

types of investigative techniques which are presently being used 

in the operation. 

V. Financial Law Enforcement Center 

On January 11, 1982, the Financial Law Enforcement Center 

(FLEC) was established within the U.S. Customs Service to examine 

the financial characteristics of the criminal markets including 

the illicit drug market. The Center assists in the development 

of a law enforcement strategy that will exploit the vulnerability 

of these criminal organizations through the use of appropriate 

criminal and civil sanctions. Customs intends to enhance the 

effectiveness of the Center by expanding its resources and 

intelligence data bases, and through actively soliciting the 

participation of other federal agencies. Customs' position as 
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the federal government's repository of Bank Secrecy Act financial 

data is being improved through the employment of computerized 

indices for Bank Secrecy Act information which will make the 

information more readily accessible to federal drug agents. 

Another service which will aid in the prosecution of currency 

violations is the Center's preparation of detailed money-flow 

charts to aid juries in following the of ten complicated transfer 

of currency by drug-trafficking organizations which expend great 

amounts of energy to obfuscate the telling financial trail of 

their highly profitable illegal activity. 

U.S. Commissioner of Customs William von Raab has clearly 

identified the Customs Service's number one priority to be 

stopping the flood of drugs coming into this country. His 

commitment to the agency's Bank Secrecy Act role as a major part 

of that commitment is witnessed by Mr. von Raab's May 1982 speech 

to the Bank Leadership Committee of the Florida Bankers 

Association in which he stressed the need for cooperation between 

the banks and the involved federal agencies as an integral part 

of fighting the drug-trafficking and related money-laundering 

organizations in Florida. 

VI. Achievements 

A. Operational 

Because most of Greenback's indictments are in a process of 

litigation or pending grand jury action, I am precluded from 

discussing the evidence or facts of any particular case. 

However, it can be said generally that the Operation Greenback 

Task Force in Miami has presented evidence to grand juries which 
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returned true bills of indictment charging currency-related 

offenses in twenty-five instances against some ninety-seven 

individuals. Of this total, 20 defendants have been convicted 

since October 1981, and a substantial number of the other 

defendants - many of whom are foreign nationals - have become 

fugitives. Approximately twenty million dollars in cash and two 

million dollars in property have been seized by Greenback agents 

during the course of the Operation. Of these assets, 

approximately five million dollars has been forfeited to the 

government in two court actions, and the remainder is in the 

process of being forfeited. In addition to these civil and 

criminal actions, the Internal Revenue Service has levied 

jeopardy and termination assessments of $112,500,467 through its 

related administrative procedures. In addition, Bank Secrecy Act 

regulations regarding exemption lists and reporting times have 

been strengthened. When the Office of the Comptroller of the 

Currency or other bank-regulatory agencies have discovered banks 

which haven't adopted appropriate procedures or have violated the 

Bank Secrecy Act, enforcement actions have been instituted . to 

require the off ending banks to correct any violations and to 

adopt procedures to prevent these violations from recurring in 

the future. The filing of Form 4789 reports has {ncreased 

approximately 400 percent since the inception of Greenback I. 

Prosecutions have resulted in the convictions of various defen­

dants for violations of Title 21 (Drug violations), Title 31 

(Bank Secrecy Act violations) , and Title 18 (Conspiracy and 

interstate travel in aid of racketeering) • 
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B. Information Sharing 

To effectuate the second objective of the initial 

plan - viz. the exchange of information about currency 

investigations - Greenback attorneys and agents have given 

lectures on investigative and prosecutive techniques and the law 

to Assistant United States Attorneys and investigators all over 

the country, including lecturing at the most recent Major Drug 

Traffickers Prosecution Conference in which federal and state 

prosecutors and agents participated to examine how inter-agency 

and inter-governmental cooperation could maximize nationwide drug 

enforcement efforts. One of our attorneys has also participated 

in the production of a videotape prepared by the Internal Revenue 

Service on the Bank Secrecy Act which will be shared with the 

Department of Justice for training purposes. A manual on the 

investigation and prosecution of the illegal laundering and 

foreign transportation of currency has been prepared by Narcotic 

Section attorney G. Roger Markley (assigned to Greenback II in 

Chicago) and will be made available to prosecutors and agents. 

VII. Proposed Bank Secrecy Act Amendments 

It is fitting that I come before this legislative body to 

discuss our proposed amendments to the Bank Secrecy Act as the 

House Banking Committee held similar hearings prior to the 

passage of the Bank Secrecy Act almost thirteen years ago. It is 

time to bring the Bank Secrecy Act into the 1980s and to give the 

courts the ability to impose larger maximun fines on those 

persons and organizations who would join hands with the drug 

trafficker in an attempt to circumvent our efforts to remove the 
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financial incentives which motivate this illegal and destructive 

activity. All of the proposed changes would enhance our efforts 
. 

under the Bank Secrecy Act. 

Several of the needed amendments to Title 31 of the United 

States Code and related provisions of Titles 18, 21, and 26, 

are included in H.R. 6497, the House counterpart to S.2572. 

President Reagan has publicly praised S.2572, and the Department 

of Justice strongly supports enactment of this legislation - the 

Violent Crime and Drug Enforcement Improvements Act of 1982. 

Provisions of the bill relating to the Bank Secrecy Act are 

located in Title IX, Part I. 

A. Increased Penalties 

The first subsections of Section 916 in Part I would raise 

the maximum civil penalty from $1,000 to $10,000, and raise the 

maximum criminal penalty from $1,000 and/or imprisonment for up 

to one year to $50,000 and/or imprisonment for up to five years. 

Because violations of the Bank Secrecy Act are serious matters, 

and such violations are of ten perpetrated in order to mask even 

more serious offenses such as narcotics trafficking and organized 

crime, such increased civil penalties and criminal sanctions are 

clearly justified. 

B. "Attempt" Provision 

Subsection (c) (1) would attach an "attempt" provision to the 

Bank Secrecy Act (31 U.S.C. llOl(a)) such that the attempted 

violation of the Act would be proscribed. This would make clear 

Congress's intent that an offense under the Act would occur prior 

to a person's actually leaving the jurisdiction of the United 
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States. Otherwise, a crime would usually occur only after the 

ability of the U.S. authorities to enforce the law had ended. 

In one case, a money courier was departing the country with 

$1.5 million in currency to make a narcotics purchase in 
~ 

Colombia, and was only stopped as she was preparing to board the 

aircraft for South America. - ·rn this particular case, the 

district judge found that the facts established a completed 

offense; a different judge in the same district dismissed a 

similar case holding that an offense does not occur until after a 

person leaves the United States. While the absence of an attempt 

offense has created difficulty in connection with departures from 

public airports, this arguable gap in the law is even more 

disruptive of efforts to control the exportation of currency and 

monetary instruments through the use of private aircraft fl y ing 

out of private airports or makeshift runways. 

C. Increased Reporting Amount 

Subsection (c) (2) would raise the minimum reportable amoun t 

transported out of the United States from in excess of $5,000 to 

an amount exceeding $10,000. This upward modification of the 

minimum reporting figure would reduce the burden on the 

international traveler yet pare down the forms necessary for the 

customs Service to examine to spot the suspicious transactions. 

The proposed change also recognizes the diminution in the value 

of the old reporting figure since the passage of the Bank Secrecy 

Act. 

D. Warrantless Searches 

Subsection (d) would authorize customs officers to make 
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warrantless searches where there is reasonable cause to believe 

that a monetary instrument is unlawfully being brought into or 

taken out of the United States. This provision would make an 

exception to the search warrant requirement presently contained 

in the Bank Secrecy Act (31 U.S.C. llOS(a)). The present 

requirement unnecessarily impedes law enforcement efforts, 

especially considering the ease with which persons can conceal 

currency or other monetary instruments in their luggage or on 

their persons. 

E. Reward Authority 

Subsection (e) would provide for the payment of rewards to 

an individual who provides information leading to the recovery of 

in excess of $50,000 in fines, civil penalties, or forfeitures 

under the provisions of the Bank Secrecy Act. With respect to 

the need for authority to offer monetary rewards to persons 

providing information leading to the imposition of fines and 

forfeitures under currency reporting laws, the nature of the 

offense is such that only through reports from persons aware of 

the transactions can we expect to intercept a sufficient number 

of shipments to achieve a significant deterrent effect. The 

proposed reward authority would provide a powerful incentive for 

persons to come forward and report such illicit activities by 

providing monetary payments of twenty-five percent of fines and 

forfeitures recovered up to a ceiling of $250,000. While it has 

been suggested that the amount of rewards which can be paid may 

be excessive, we would point out that the risk inherent in 

reporting such crimes -- which usually involve activities of 
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either narcotics trafficking rings or organized crime syndicates 

noted for their reliance upon violence -- requires a substantial 

incentive in order to encourage individuals to come forward and 

provide information to law enforcement officials. 

F. Violations as RICO Predicate Acts 

Section 917 of Part I would add currency violations to the 

definitions of "racketeering activity" listed at 18 U.S.C. 

Section 1961(1), thereby making Title 31 crimes predicate 

offenses for RICO prosecution. "Money laundering" has been 

documented as an indispensible vehicle for organized crime and 

narcotics-trafficking enterprises. Investigations in South 

Florida have revealed a multi-billion dollar clandestine money 

market operating offshore. The inclusion of currency violations 

proscribed by Title 31 as racketeering offenses would facilitate 

a concerted attack upon all aspects of such criminal enterprises. 

All of these proposed changes in the Bank Secrecy Act would 

better enable the federal agencies involved in drug enforcement 

to identify and fully examine the scope of suspected money­

laundering and drug-trafficking activity, and to link the two in 

criminal prosecutions. 

VIII. Conclusion 

The Bank Secrecy Act is an integral part of targeting and 

prosecuting major drug-trafficking organizations. Our substan­

tial commitment to utilization of the Act is demonstrated by our 

assignment of our most experienced drug prosecutors to investiga­

tions involving drug-currency violations. Operation Greenback, 
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although still a relatively new program, has demonstrated 

that the most effective way to make inroads into the estimated 

$79 billion business of major drug trafficking organizations is 

through the mutual efforts of all federal law enforcement 

agencies in unified drug-currency-tax investigations and 

prosecutions. 
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ment adopted in the Merchant Marine on February 1, 1980. The SBA-NEPA pro­
and Fisheries committee. For that rea - cedures categorically exclude many of its 
son, we have no objection to this actions from the EIS requirement. This 
legislation.• means that the agency need not prepare 

• Mr .
. BREAUX. . Mr. Speaker, H.R. 6626 an environmental impact statement or 

an environmental assessment on many 
was sequentially re~ed to the Mer- agency actions. we believe that the ex­
chant Marine a.nd Fisheries Committee istence of these categorical exclusions 
for consideration of a section of the bill cures whatever problems the Small Busi­
wh1ch provided an exemption from the ness Administration may have with the 
National Environmental Polley Act for National Environmental Policy Act in the 
Small Business Administration activities. future. 
The Subcommittee on Fisheries ancl The NEPA. exemption originally pro­
Wildll!e Conservation and the Environ- posed in H.R. 6626 was especially inap­
ment, which I chair, investigated this propriate in light of the substantial 
matter and determined that the NEPA efforts undertaken by the Council of 
exemption for the Small Business Ad- Environmental Quality to eliminate 
ministration was not warranted. The unnecessary paperwork and reduce de­
committee subsequent~y struck the NEPA lays in the EIS process. The committee 
provision from the legislation. The legis- believes that these regulations should be 
lation before us today includes the given an opportunity to achieve their 
amendment adopted in the Merchant · stated goals without case-by-case legis­
Marine and Fisheries Commit~. For lative exemptions.• 
that reason, I support the legislation be- • Mr. MURPHY of New York.' Mr. 
fore the House today.. . Speaker, H.R. 6626, a bill to provide the 

The NEPA exemption was onginally Small Business Administration with ad­
suggested to the Small Business Com- dltional authority to assist small busi­
mlttee by the Administration. The a-d- ness concerns in obtaining financing and 
ministration, however, subsequently re- for other purposes. as reported by the 
considered its position and now opppses Select Committee on Small Business, 
a NEPA exemption !or Small Business contained a provision that would waive 

- Administration actiVlties. the requirements of the National En-

regulations and the SBA implementing 
procedures which categorically exclude 
many SBA activities. 

In light of this discovery, the Commit­
tee on Merchant Marine and Fisheries 
reported an amendment to the bill that 
deletes all references in the bill to the 
NEPA exemption. 

Mr. Speaker, the Select Committee on 
Small Business has agreed to this 
amendment and H .R. 6626, which is be­
fore the House for consideration, does 
not include any exemption to NEPA as it 
relates to such SBA adivities. 

I urge the - passage of H.R. 6626, as 
amended.• 

Mr. SMITH of Iowa. Mr. Speaker, I 
yield back the balance of my time. 

The SPEAKER pro tempore. The ques­
tion is on the motion ol!ered by the gen­
tleman from Iowa <Mr. SMITH) that the 
House suspend the rules and pass the bill, 
H .R. 6626, as amended. 

The question was taken; and <two­
thirds having voting in favor thereof> 
the rules were suspended and the bill, as 
amended, was passed. 

The title was amended so as to read : 
"A bill to provide the Small Business Ad­
miliistration with additional authority to 
assist small business concerns in obtain­
ing financing and for other purposes.". 

A motion to reconsider was laid on the 
table. 

CURRENCY AND FOREIGN TRANS-
ACTIONS REPORTING ACT 
AMENDMENTS 

The original Justification !or the NEPA virorunental Policy Act <NEPA> to any 
exemption was that NEPA had imposed agreements . to make or guarantee any 
unnecessary paperwork burdens on the assistance under the Small Business Act. 
Small Business Administration. The Because the Commi.ttee on Merchant 
committee's investigation of the SBA Marine and Fisheries has Jurisdiction 
experience with NEPA indicated, how- over the National Environmental Policy 
ever, that the agency is .unable to docu- Act, the blll was sequentially referred to 
ment having prepared any environmen- the Committee on Merchant Marine and Mr. ST GERMAIN. Mr. Speaker. I 
ta.I impact statement or even any en- Fisheries !or consideration of those pro- move to suspend the rules and pass the 
vironmental assessment. Spakesmen for visions of the bill and amendments bill <H.R. 5961) to amend the Currency 
the SBA we~ unable to explain any Ius- thereto having to do with NEPA. and Foreign Transactions Reporting Act 
tification for the NEPA exemption in NEPA provides that no Federal agency to: First, provide for more efficient en­
light of the existence of the NEPA regu- is required to file an environmental im- forcement of its- provisions by making it 
lations and the SBA implementing pro- pact statement (EIS) unless such agency illegal to attempt to export or import 
cedures which categorically exclude proposes to take a major Federal action large amounts of currency without filing 
many . SBA activities from any formal which could possibly have a significant the required reports; second, allow U.S. 
environmental review. effect on the human environment. In Customs officials to search !or currency 

On November 29, 1978, the Council on 1978, the Council on Environmental in the course of their presently author­
Environmental Quality issued the first Quality issued regulations implementing ized search f-or contraband articles; and 
set of regulations implementing NEPA. NEPA. The purpose of these regulations third, allow for the payment of compen-

. The purpose of these regulations was to was to streamline the EIS process, el!mi- sation to informers, as amended. 
streamline the EIS process, eliminate nat-e delays, and reduce unnecessary The Clerk read as follows: 
waste,- and reduce unnecessary paper- paperwork. These regulations permitted H .R. 5961 
work. Section 1508.4 of these regulations Federal agencies in their implementing Be tt enacted by the Senate and House of 
permitted Federal agencies, in their im- procedures to designate "categorical ex- Representatives of the United States of 
plementing procedures, to designate cluslons" from the NEPA requirements, America tn Congress assembled, That this 
"categorical exclusions" from the regu- that is, those categories of actions which Act IIUl.y be cited as the "Currency and For~ 
lar NEPA requlrements. Categorical ex- are not expected to have a significant '-.:~~ts~;~~~!ons Reporting Act Amend­
clusions are cate!tories of actions which el!ect on the human environment and SEc. 2. (a) s~ctlon 231 (a) (l) or the cur­
do not have a. signifl.cant effect on the for_ which an EIS or ~n assessment is not rency and Foreign Transactions Reporting 
human environment · and which ·have needed. Act (3l u .s.c. l'lOl(a) (1)) ls amended by 
been found to have no such effect, and In February of 1980 the SBA promul.:.. inserting ", or attempts to transport or have 
for which neither an environmental as- gated its NEPA procedures which cate- transported,"' after '"ca.uses to be transport-

ed" sessm~nt nor an environmental impact gorically excluded.certain agreements to (b) (l) Section 231 (a) (2 ) or such Act (31 
statement is needed. make loans or guarantees for assistance u .s.c. 1101 (a) c2 i l Is amended by striking 

Under existing law, no environmental under the SBA Act from the EIS require- out "$5,000" and Inserting In ueu thereor 
impact statement is required o! any Fed- ments. Although the Select Committee "$10.000". 
eral agency unless it proposes to take a on Small Business indicated the justlfi- (2) The atnendment made by paragraph 
major Federal action which could poo- cation for the NEPA exemption in the (1) shall take effect on July 1. 1981. 
sibly have a significant effect on the en- bill was that NEPA had imposed unnec- BEc. 3. Section 235 of the currency and 
vironment. Typically, the NEPA process essary paperwork burdens on the SBA. Foreign Transactions Reporting Act (31 
is initiated by an environmental assess- the investigation of the Committee on u .s.c. 1105) ls amended by redeslgnatlng 
ment, except where a. categorical ex- Merchant Marine and Fisheries discov- subsection (b) a.s subsection (c) and by In­
clusion applies. An environmental as- ered that _the SBA was unable t o docu- ~e;;1~~b:!~~f0~~bsectlon (a) the following 
sessrnent is a short document, usually ment havmg ever prepared any EIS or 
less than a few pages, which discusses assessment. Furthermore, the SBA was 
whether a full EIS is appropriate. una ble to explain any justific~~ on for the 

SEA promulrrnted its NEPA procedures NEPA exemption in light of .ha .NEP.\ 

"(b) Any customs officer may stop. search 
and examine without a search warrant, any 
vehicle. vessel . aircraft or other conveyance, 
e ·:lope or other container, or per!·)n ~nter· 
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n~ or departing from the United S tates on 
w{;lcb or whom he shall have reasonable 
cause to suspect there are monetary Instru­
ments In the process of being transported tor 
which a report Is required under section 231 
of this Act." . 

SEC. 4. (a) Chapter So! the Currency and 
Foreign Transactions Reporting Act (Sl 
U .S.C. 1101 et seq.) Is amended by adding at 
the end thereof the following new section: 
"t 236. Award af compensation to Informants 

"(a) The Sel:retary is authortzed to pay 
a reward :to any individual who provides 
original Information which leads to a recov­
ery of a criminal fine, civil penalty, or ! or ­
felture, which exceeds $50,000, !or any vio­
lation of this ' Act or any regulation Issued 
hereunder. 

"(b) The amount of the reward, If any, 
Is to ·be designated by the Secretary, but 
shall not exceed 25 percent of the net 
amount o! the fine, penalty, or forfeiture 

collected or $250,000, whichever is lesser, In 
a case In which the person was an ln!ormant. 

"(c) Any omcer or employee of the United 
States or at any State or local government 
who ftUrnlshes ln;J'ormatloh or renders service 
In the performance o! official duties Is not 
eligible to receive any -payment under this 
section. 

"(d) There are authorized to be appro­
priated such sums as may be necessary to 
carry out the provisions of this' section.". 

(b) The table at contents at the begin­
ning at chapter 3 at such Act Is amended by 
adding after the Item relating to section 235 
the following ne<W item: 
"Z36. Award of compensation to Informants." 

(c) The amendments ma.de b y t'bls section 
aball take effect on October · 1. 1980. 

SEc. 5. Not later than 18 months after the 
date of enactment of this act, the Secre­
tary of the Treasury shall transmit a report 
to the Congress regarding the effectiveness 
of the amendments mad e by this Act 1n 
assisting the Secretary of the Treasury to 
carry out t'be prov·lslons of the Currency e.nd 
Foreign Transactions Reporting !A.ct. 

The SPEAKER pro tempore <Mr. BEN­
NETT) . Is e. second demanded ? · 

Mr. WYLIE. Mr. Speaker, I demand a 
second. . 

The SPEAKER pro tempore. Without 
objection, a second will be considered as 
ordered. 

There was no objection. 
The SPEAKER pro tempore. The gen­

tleman from Rhode Island (Mr. ST GER· 
MAIN) will be recognized for 20 minutes, 
and the gentleman from Ohio <Mr. WY­
LIE) will be recognized for 20 minutes. 

The Chair recognizes the gentleman 
from Rhode Island (Mr. ST GERMAIN). 

<Mr. ST GERMAIN asked and was 
-given permission to revise and extend , 
his remarks .) 

Mr. ST GERMAiN. ;Mr. Speaker, today 
the House is considering H.R. 5961, a bill 
amending the CUrrency and Foreign 
Transactions Reporting Act. The bill 
represents the first substantive changes 
in the statutory provisions enacted in 
1970 to provide law enforcement officials 
with tools to attack the money fio-v into 
and out of the country associated with 
tax evasion, organized crime and drug 
trafficking. 

The Currency ' and Foreign Transac­
tions Reporting Act and related provi­
sions in the Bank Secrecy Act require de­
pository institutions to maintain an 
identification number on accounts. to 
maintain certain records-like micro­
film files of checks, deposits, statements 

.. 

of the purpose of loan transactions-and 
to file reports on large currency trans­
actions. In addition, individuals are re­
quired to file reports if they are trans­
porting $5,000 or more in monetary in­
struments into or out of the country. 
Monetary instruments are defined as 
cash, currency, and negotiable instru­
ments like stock certificates. Various 
penalties for violations of the act were 
specified and the Treasury Department 
was given overall responsibility for en­
forcing the provisions of the act. 

Since its passage in 1970 the act has 
been the subject ' of extensive oversight 
hearings by the Banking Committees of 
the House and Senate, by the House Gov­
ernment Operations Committee. by the 
House Ways and Means Committee. and 
by the Select Committee on Narcotics. 
The Commerce, Consumer and Monetary 
Affairs Subcommittee of the Government 
Operations Committee, or which I am a 
member, conducted a thorough analysis 
of the implementation of the act over a 
period of several years. These reviews 
led to changes in the regulations issued 
by the Treasury Department and better 
coo~rat!on between the various agen­
cies using data derived from the reports 
required by the act. · 

The House Select Committee on Nar­
cotics Abuse e.nd Control conducted 
hearings into the money flow which sup­

' ports the illicit drug trade in the Un1ted 
States. Two major investigations oc­
curred in Chicago and Florida in the 95th 

· Congress: In its report on those investi­
gations, the Select Committee recom­
mended to the Banking, Finance, and 
Urban A!!airs Committee changes in the 
Currency-and Foreign Transactions Re­
porting Act. These changes are included 
in the provisions of. H.R. 5961. 

In 1978 the Justice Department trans­
mitted to the Congress its recommenda­
tions for changes in laws related to en­
forcement efforts related to the drug 
trade. The Department suggested changes 
contained in H .R. 5961. Those provisions 
were initially included in an omnibus 
drug control bill. However, the Banking 
Co=ittee was unable to consider those 
provisions and they were deleted from 
the final bill which was enacted in the 
95th Congress. 

The Oversight Subcommittee of the 
House Banking, Finance and Urban Af­
fairs Committee also conducted oversight 
on the act and on November 29, 1979 held 
a hearing on the Patterns of Currency 
Transactions and their Relationship to 
Narcotics Traffic. Witnesses at that hear,. 
Ing, including the Honorable JoHN LA­
FALCE, the Treasury Department, the 
Drug Enforcement Administration, and 
the Comptroller of the eurrency, testified 
on the flow of funds supporting illicit 
drugs-and the need to provide law en­
forcement agencies, particularly the Cus­
toms Department, with additional tools 
to stop the money flow. Thooe tools are 
included in the provisions of H .R. 5961. 
On January 29, i980 the Subcommittee 
on Financial Institutions held a hearing 
on H.R. 5961 introduced by Mr. LAFALCE 
and numerous cosponsors. On Febru­
ary 27 the full Banking Committee favor­
ably reported the bill. 

H.R. 5961, despite statements to the 

contrary, does not impose new reporting 
requirements on the public. The bill ls de­
signed and does !mprove the tools used 
by law enforcement agencies in utilizing 
the existing reporting requirements or the 
CUrrency and Foreign Transactions Re­
porting Act. In !act. the bill will lessen 
some reporting requirements since the bill 
raises the minimum amount of currency 
wh!~h has to be reported-from current 
$5,000 to $10.000. ' 

A second change would add to the Cur­
rency and Foreign Transactions Report­
ting Act an eJq>licit reference making it 
a violation or the act to attempt to ex-

. port or import currency without filing 
the required reports. Present law pro­
vides violations for causing to be trans­

. ported or transporting monetary instru­
.ments. Thus, law enforcement agents 
may in the future be able to charge viola-
tions for attempts to transport without 
having to allow suspected violators to 
leave the country. 

Third, the bill authorizes the Treas­
ury Department to pay an in!ormant 
up to 25 percent of the amount of a fine, 
penalty, or forfeiture subject to a maxi­
mum of $250,000 if the information 
leads to a fine, penalty; or forfeiture ex­
ceeding $50,000 for a. violation of the 
act or the regulations implementing the 
a.ct. 

l'mutb, the bill provides the ·Customs 
Department with search authority for 
monetary instruments comparable to its 
authority with respect to contraband 
merchandise. Presently, Customs officials 
may conduct · warrantless searches if 
they have reasonable cause to believe 
that contraband merchandise is being 
transported. Monetary instruments, as 
they are defined in the currency and 
Foreign Transactions Reporting Act, are 
not included in the definition of mer­
chandise. H.R. 5961 would authorize a 
Customs officer to conduct a search 
without a warrant. The standard for the 
warrantless search in the Banking Com­
mittee bill was "reasonable cause" to 
suspect that currency is being trans­
ported into or out or the country and 
that a report regarding that currency 
is required to be filed under the act. 
The Banking Committee felt that this 
standard was justifiable since Customs 
had existing authority for warrantless 
searches for contraband with the same 
standard. · · 

The Ways and Means Committee con­
sidered the bill and made one change. 
That committee made the standard for 
a warrantless search "probable cause." 
This is a higher standard and its inclu­
sion should alleviate some of the con­
cerns raised by some that the original 
standard was too loose. The Banking 
Committee accepts the amendment pro­
posed by the Ways_ and Means Commit­
tee. 

Last. the bill provides that the Secre­
tary of the Treasury provide within 18 
months of the enactment of the bill a 
report on the effectiveness of the amend­
ments made by this bill. This is in 
keep!ni; with the long line of oversight 
that the Banking and other commit­
tees have provided on the Bank Secrecy 
Act. This mandated report should pro­
vide the Congress with ample informa-
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tion to determine whether these Initia­
tives truly made the act effective as a 
law enforcement tool. 

In conclusion. I urge your support for 
this bill. H.R. 5961 will provide law en­
forcement agencies with more effective 
and efficient tools to_tackle the mount­
ing flow of currency connected with il­
legal activities like drug trafficking. At 
this point I would ask unanimous con­
sent to include in the RECORD at this 
point a series of a.rticies from the Wash­
ington Star about the drug trade in 
Florida . . These articles provide a vivid 
example of tl).e need for these . amend­
ments. The dollar figures in these stories 
are truly astounding and suggest a. real 
need for this bill. 

Mr. Speaker, I insert the following 
material: 
(From the Washington Star, July 21, 1980) 
TnE Cocum: COWBOYS--MIAMI DRUGS AND 

THUGS: TRAFFIC lN DRUGS SPAWNS NEW 
FLORIDA LAWLESSNESS . 

(By Mary Thornton) 
(They use their favorite weapon, a ma­

chine gun tha.t fires 700 rounds a minute, 
in shootouts on crowded ihighwa.ys a.nd in 
busy shopping centers. Federal authorities 
ca.ll them Cocaine Cowboys a.nd say tha.t 
they have brought an open la.wlessness to 
the streets o! Mia.mi that rive.ls the violence 
in Chicago during the height o! prohibition. 
This 1s the first of a serte.s o! articles that 
examines drug smuggling in Miami, a $28 
bUllon netwark whose violence has claimed 
more than 100 lives in the past two years.) 

MIAMI.--Carlos Mercia Fajaro, the rich 
Colombian owner o! a large emerald m1ne, 
was coming through U.S. Customs here le.st 

~month when two Latin American men burst 
into the room and began spraying machine 
gun fire. - - -

Miraculously, none· o! the bystanders was 
1njµred, but Faja.ro was killed, and the two 
men-known to be active in the Miami dri.tg 
underworld--have vanished without a trace. 
Polle& don't know exactly why Faja.ro was 
kUled, but they believe that somehow either 

.he or another member o! his !am.Hy was 
Involved In the large drug trade that is going 
on between the United States and Colombia. 

By Miami standards, the murder wasn't 
too Impressive. 

· Not nearly as exciting as the machine gun 
shootout le.st summer at the bustling, sub­
urban Dadeland shopping center when a 
group o! Colombie.na 1n an armorplated van 
opened fire on a liquor store, kill1ng two 
Colombian drug dealers and Injuring a cus­
tomer and the store clerk, who Jumped from 
car to car in ' the crowded parking lot to 
avoid the gunfire. · 

Not as exciting as the wild gl.1b battles on 
Highway 1 south o! here In which the cars 
pull even _with one another and fire machine 
guns back and forth as they careen down 
the highway. 

Fajaro's was just one of the many drug­
related murders, most o! them involving 
megal Colombian Immigrants, that have 
swelled the South Florida homicide rate over 
the past two years and given Miami a. repu­
tation as a center tor violence and drug 
tra.tf\cklng. 

The murders and violence have become so 
commonplace, in !act, that a Miami televl~ 
slon station ran a special series this spring 
warning viewers about steps to take In case 
they happen to be caught In a shootout : 
mainly to duck behind parked cars an d t o 
keep a low profile. 

The scene was an average home In a com ­
fortable, m iddle-class North east Miami 
neighborhood j ust before sundo-.vn on ~ 
nrlng nli:;h t . Inside, auth orities ~aid, ,_,cver:il 

young m en were working out th'e d etalls of 
a $150,000 deal !or two kilograms cit cocaine 
and 25 ,000 Qu aalude tablets with t wo buyers 
who happen ed to be U.S. Drug Enforcem ent 
Administ ra t ion undercover agents. 

Outside, tour unmarked DEA cars prowled 
the neighborhood, tryin g to look inconsp ic­
uous. And as · the signal was given the car s 
raced 1n and nearly 10 agents, . guns drawn, 
rushed into the house to make the,-a rres ts. 

A3 the suspects were led away handcuffed, 
an astonished group o! neighbors gathered 
outside. But the agent who directed the 
re.Id said that this was just a small, ordinary 
case, the kind that goes on nearly every 
night In Miami. 

Several days earlier, DEA agents had made 
the largest drug seizure In history when they 
convinced a man they describe as a major 
South American drug dealer to sell 857 

· pounds of cocaine, with an eventual street 
value estimated at more than $200 million, 
to several agents posing as rich Miami drug 
dealers. 

That broke a record set only a week earlier 
when a. customs agent searching for 11legal 
Cuban Immigrants at a checkpoint on High­
way 1 south of Miami round a car trunk 
filled with 410 pounds ot cocaine. 

Expe.rts_ believe that drug-running is the 
number one Industry 1n South Florida, sur­
passing even the tourist Industry, and pro­
ducing such a booming economy that most 
observers believe the state 1s virtually re­
cession-proof. 

Federal authorities estimate that 90 per­
cent o! the drug traffic In the United Stat es 
Involves Mlam1 In some way. About 70 per• 
cent ot the country's $40 b1llion annual 
business 1n marijuana. and cocaine comes 
directly through Florida on Its way to other 
cities In the United States. 

Le.st year, DEA agents Intercepted 284-
pounds o! cocaine and eight tons of mari­
juana. In Washington, most o! It bel1eved to 
have come through Florida. DEA estimates 
that they intercept less than 10 percent ot 
the lllega.l drug fiow. 
· Much ot the other traffic Involves Miami 

financially, as the traffickers channel their 
profits thiough Miami banks to anonymous 
accounts and corporations In countries like 
caY-man Isrands, Panama, the Bahamas and 
the Netherland Ant111es. 

Ueve e igh t Colomb ian !am.llles are la rgely 
r esponsible for the drugs coming Into F lor ida. 

Hist orically, the Colombians used Cuban 
middlem en In Florida, but police say tha t . 
in recent years as profits have gone up t he 
Colombians have att empted to eliminate 
the middlemen to increase t heir own wealth . 
Police bla me this shif t a t least partially for 
some of the violence on the s t reets of Miami. 

"We're got open warfare on the s treets," 
said Allan R. Pringle, the DEA a gent 1n cha rge 
o! the Miami omce. "In this country, weap­
ons are easy to come by. Colombian natlon­
als--who are here Illegally In most cases-­
obtain the weapons and use them to assassl ­
nate people. 

"It may be someon e th ey suspect o! being · 
an Informant, someone who ripped them off, 
It may just be a way of m oving up In the 
organization. It occurs r ight on the street in 
broad dayUght, and any bystan der can suffer 
the consequences, particularly 1! he was un­
fortunate enough to have been a witness," 
he said. 

Arthur Nehrbass, the agent In charge of 
the Miaml FBI omce, compares the open law­
lessness In M1am1 today to Chicago at the 
height o! the. Prohibition era. 

The weapon used most often 1s the com­
mando-style Ingraham machine gun, nick­
named the MAC-10, which Is light weight, ca­
pable o! firing 700 rounds a minute and 1s 
commonly equtpped with a silencer. "It's 
their favorite weapon," Nehrbass said, "and 
1! you don 't have a silencer on your ma.chine 
gun, you're just not considered much of a 
guy." 

But there Isn't the public outrage in M1:im1 
over the murders that might be expected. 
Instead, the Colombians are seen by many as 
romantic figures and nicknamed "Cocaine 
Cowboys." 

Law enforcement ol!!clals In Mia.mi readlly· 
concede that the drug trafficking problem Is 
out o! cont rol. 

COCAINE COWBOYS' RUNNING RAMPLANT 

Arrests In the cocaine cowboy murders 
have been almost nonexistent, and there has> 
not yet been a single conviction. 

Police say the drug rlngs are so sophis t i­
cated and well-financed-with elaborate 
equipment and bail funds o! $1 m1111on or 
more-that it Is nearly Impossible to keep 
up with them. The profits are so great that 
a drug organization can abandon a $100,000 

The drug industry employs not only ~he 
suppliers and dea.lers themselves, but also a. 
whole army o! auxiliary personnel: the law- boat after a single trip. 
yers and accountants who channel the megal And with large amounts o! cash at their 
profits into numbered bank accounts and -" disposal, the drug-smuggling organizat ions 
foreign corporations; the pilots and boat are suspected of being a.ble to corrupt law 
captains who bring the drugs In from co- . enforcement agencies, buying secret lnfor­
lombla; the craftsmen who modify boats, matlon even from federal agencies. 
planes, even suitcases, to hide their true Currently, six homicide detect ives from 
purpose; and the la.b workers who process the Dade County Public Safety Department 
the drugs. · are under Investigation !or allege<lly provld-

On the Colombian end, police believe there Ing protection !or Miami drug dealers sus­
are 3,000 h igh-level people employed by the pected o! a series of gangland-style murders. 
drug trade, along w1th 65 ,000 lower-level Florida's geography and economy make the 
employees, most o! them farmers and truck state a drug smuggler's haven. 
drivers. Colombia itself produces most of the Located just 1,100 miles from Ba.rranqullla, 
marijuana oomlng into the United Stat es Colombia, the exit point for ·much of the 
and serves as the processor a.nd distributor traffic, Florida has a shoreline that extends 
tor cocaine, which comes from a number of for 8,426 miles, much o! it desert ed an d re­
South American countries, primarily Bolivia, mote--and an ldeai place for la nding cargo 
Peru and Brazil. away from the w atch ful eye of the U.S . 

As the demand tor drugs grows and the Customs Service. 
profits go higher and higher, the violence There are more than 200 000 priva t e pleas -
also has grown. . b ts I t d ' 

The murders have become so common- ure oa reg 5 ere In the state, along with 
more than 100 In the last two years in South more than 9,000 privat ely registered alr­
Florid.a.-that law enforcement omcers say planes. In addi tion to the 250 registered a lr­
they n0w expect an open gun battle at least ports In Florida, m a ny o! them sm all a ir­
every couple of weeks. s trips t hat are abando ned a t n ight, there are 

Although police have hs.d little luck In dozens o! permanen t ly abandoned and un­
solvlng the murders, they know t h n.t they regis tered airstr ips that can handle near ly 
n.re being carried out generally by Colombian an; kind or aircraft !;!1-e smugglers are brJn g­
d rug tramckers who a.re lari;ely responsible inb In. 
for t he U.S. d rug t rnde in coci.lne, marijuana South Florida. a lso h:n become a ~hopplni; 
nnd q wi.aludes. a sedat!ve- t:iw dru . meccCL tor South A:ncrlcan~. particularly 

Fedem l narcotics lnt<>ll!i;ence ortlclals be- tho~e !ntcre' 'ed In protecting their !11 .. ds 
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from the unstable economies of their own 
countries. These shoppers serve as a un­
witting smokescreen for the drug smugglers. 

Every day nearly 10,000 p assengers come 
Into Miami International Airport, most of 
them from the drug-producing countries of 
south America-Colombia, Bolivia, Peru and 
Brazil. And every day at the airport lt is 
possible to see huge boxes of cargo-televi­
sions, stereos and other appllances--on the 
way to South America. 

Like the drug dealers, these tourists deal 
strictly 1n cash-buying boa.ta, cars, houses, 
airplanes, all ln cash. At the posh Miami 
shopping centers, It Isn't unusual to see a 
La.tin American fa.mlly spending thousands 
o! dollars tn ca.sh In a single afternoon. Be­
cause they are violating their countries' cur­
rency regulations, they can't risk using 
checks, which could be traced. . 

Most law enforcement omclals believe the 
only way to slow down Miami'!! drug tra.mc 
Is to attack the large money flow-following 
banking transactions that could lead no~ 
only to large financial forfeitures but a.Isa to 
the leaders of the drug· organl.zatlons. 

As a result, currency Investigations are be­
ing conducted now that Involve the DEA, 
FBI and the Treasury Department. 

So far, DEA has targete·d for lnvestlga.tlon 
424 major drug traffickers 1n Florida. O! 
.those, 118 are Latin American, most of them 
Colombian. 

But although these lnvest1gatlons otrer 
some hope, most law enforcement officials 
feel that because of the great demand and 
the tremendous profits ava.lla.ble, new dealers 
are· likely to go Into business !aster than au­
thorities can catch the existing ones. 

Because of the backlog o! drug cases, only 
the most Important violations are prose­
cuted. Even then, the time delay ls often so 
long that witnesses disappear. 

Capt. Marshall Frank of the Dade County 
Public Safety Department's Homicide Squad 
says It ls almost Impossible to catch the Co, 
lombla.ns lnvolved In the k1111ngs and the 
diug deallng. 

Most ot them are lllegal aliens with no 
records-no driver licenses, no Social Secu­
rit y cards. They have no police records nor 
fingerprints on file. And the business ls big 
enough that l! they get Into trouble they 
leave the country and send ln another !am­
lly member. 

Even 1n cases where police do make an ar­
rest, witnesses are reluctant to testify. "I'd 
be nervous about testl!y1ng myself," Capt. 
Frank o! the homicide squad said. 

"Most o! the time l! we do catch someone, 
lt's by accident," he sald. 

So !a.r, there have· been no convlctlons ln 
the coca.ln e cowboy murdera, but lt looks as 
l! there wlll be one soon~ecause of one of 
the "accidents." In that case, Frank sald, 
the defendant, Colombian Edgar Cadlbad, 
who ls accused ot murdering two Colom­
bians at a Mlaml apartment building, acct­
denta.lly shot off bls thumb In the process 
and le!t lt at the scene ot the crime. 

Wben be went to a IOC&l hospital tor 
treat ment, pollce simply went over to the 
hospital and matched up the missing thumb. 

But most cases don't work out that way. 
"Each group has mllllons ot dollars ready 

to make bond. Money means nothing to 
them." Frank said. "They a.11 wlll km. They're 
all trained with firearms, even the women. 
Our murder rate ls 65 percent higher thls 
year than lt was la.st year. My attitude la 
that this Is just going to keep on happening 
and we're Just golng to keep on treadlng. 
water." 

(From the Washington Star, July 22, 1980} 
F'LoP.mA AWASH m MoNET, Btrr Nor 

Evl:RYONE'S HAPPY 

1 (By Mary Thornton ) . 
MIAMI.-A very large shopping center here 

was bought tor $9 mllllon by a Netherland 

Antilles corpor tlon recently. There are no 
records on file thnt disclose the Identity of 
the buyers or where the money ca.me from. 

It was the kind o! financliil. deal that Is 
becoming prevalent In South Florida. The 
corporation Is like many_ others Investing 
here-registered 1n such foreign tax-shelter 
countries as the Cayman Islands, Pana.ma 
and the Netherland Antilles, where the names 
o! company officers and financial ln!orma.­
tlori are well-guarded secrets. 

But some people here are suspicious. They 
remember a similar deal not long ago where 
the corporate buyer of the shopping center 
suddenly stopped mak!llg payments and no 
one knew who to call. It wasn't untll later, 
aft.er the property h ad been foreclosed, that 
people round out the payments had stopped 
because the owner of the corporation had 
been murdered by one of bis criminal asso­
ciates. · 

U.S. Customs officials tell the story about 
the Lear jet that their a gents stopped on 
a Florida runway tor a routine check. When 
they asked the pllot and passengers to open 
thelr bags !or Inspection, th ey all cheerfully 
complled. 

But· no one would claim the leather brief;. 
case in the back. The briefcase contained 
$467,000 In suspected drug money. 

One agent &hrugs and sh&kes his bead. 
"They're dealing with a.mounts o! money 
that you and I can't even lmaglne. In thls 
business, they don 't count their money. They 
weigh It." 

While economists ln Washington worry 
about mortgage Interest rates and tightening 
credit, Florida. ls booming. The state ls 
awash In a sea ot cash that most law en­
forcement officials attributes a.t lea.st In part 
to the Illegal tra.tlicklng In cocaine, mari­
juana and qua.aludes that have become 

·Florida's number one Industry. 
It ls an economy based on cash sales 1n 

cars, boa.ts, airplanes, even condominiums 
that go for $300,000 and up. And lt ls ma.de 
posslble--even encouraged-by the legitimate 
businessmen who look the other way when 
a customer oomes ln carrying a suitcase full 
ot cash and the bankers who accept de­
posl ts brought to them lo cardboard boxes 
and grocery bags. 

"Banks want the money,• said one U.S. 
Customs official. "It's a way to get millions o! 
dollars at a tlm.e. It's a coup to bring 1n a. 
large depositor. The banker handllng lt might 
even get a promotion out of It. 

"But I think It 's !air to say th.at although 
they may not be technically violating a Jaw, 
they have some Idea of what's going on. Most 
legitimate businesses carry their cash ln 
a.rmored ca.rs. Tbe:y don't use shopping bags," 
be sa.ld:. 

·Authorities oonftrm that there is a whole 
underground real estate network, largely 1n­
volv1ng homes with easy access to water­
ways. They say the seller not only can get 
virtually any price he asks, but be can also 
get much of the money uruler the table, 
l isting a lower selling price and a.voiding 
capital gains taxes. · 

"Your druggers buy houses !or ca.sh all the 
time," said Arthur Nehrbass, a.gent 1n charge 
of the Miami FBI omce. "A real estate agent 
would not be shocked l! you bought a two or 
three hundred thousand dollar hou.s& and 
paid ln cash.• 

Law enforcement a uthorities say that the 
amounts or money a.va.llable to the drug 
organl.zations are staggering. 

"There's so much Involved today," sald 
Allan R. Pringle,. a.gent In charge of the Ml­
ami otnce of the Drug Enforcement Admln­
lstratloo . " I t's n.ot uncommon to seo violators 
who bond out on a million dollars-forfeit a 
million dollars. Tba.t'io j ill!t pocket money to 
them. When people routinely carry out or 
this ccun.try $5 mlll!On to $10 mllllon ln 
suitcases. 

"They'll take a $100,000 sport fisherman, 
pun.ch a hole In the bottom. and let lt sink 
l! they see the Coast Guard coming. Prob-

ably the biggest purchasers or boats nnd 
planes today are the dope dealers. The sell· 
ers, they're as greedy as the next person: A 
Jot o f people profit from the dope tramc In 
this state." 

TAM'ILIE8 GIVEN MONET 
Pringle says that when one of the tramck­

ers goes to jail, It's not unusual for his family 
to receive an annual payment of $30,000, 
$40,000, even &50,000 or more, depending on 
his position in the organization. 

One man who was formerly Involved ln a 
cocaine s.muggllng operation tried to describe 
a binge of conspicuous consumption that 
seems to go on among the leaders o! many 
drug organlza.tlons. 

"They all become crazy, decide to have 
airplanes, !:-elephones In -their car's. But tt 
d.oe6n't 111.St long ... lt 's too much money 
too soon ... there's l!ttle work to do and 
they don't know what to do with thelr time. 
You lose a.11 reallty In life," he said. 

"You get the money and don't know haw 
lon g It wlll la.st. You have a lot o! cash but 
you don•t know where to put lt. You don't 
want to put lt ln .the bank because .they 
might catch you. You don't want It In your 
house because someone might kill you for lt. 
People start to steal !ram you. So you buy 
things. You buy anything whether you want 
lt or not. It takes over your ll!e." 

Nebrbass cautions that not all the money 
ln Miami ls drug money. "Cash ls not un­
usual here," he said. "Mia.ml ls- a. blllngual 
town. It ls the Spanish-speaking co=erclal 
center of the U.8: 

"There are tight currency controls 1n 
South America. They bring their money here 
1D case o! economic problems In their own 
countries. It's not unusual to go Into a local 
department store and see someone buy 
$15,000 In merchandise and have lt shipped 
home. A car In South America. costs three 
times what It costs in Miami. TV sets and 
appliances are the same," be said. 
. But the South American trade al.so sup­
plles a. convenient smokescreen for the drug 
tramc which is moving into Florida, mostly 
from-northern Colombia.. The La.tin Ameri­
can traffickers have a ready-made com~ 
munlty to !a.de Into. And authorities say 
that the fiow o! goods between the two con­
tinents helps mask the shipments or money 
and drugs that are going back and forth. 

HIGH VOLUME TRAFFIC 

Federal autborltles sa.y that 90 percent of 
the drug tra.mc In the United States involves 
Mlarnl In some wa.y. About 70 perce.nt ot the 
estimated annual U.S. marijuana and co­
calne business come directly through Florida. 

A recent currency study by the Treasury 
Department bas found an astounding cash 
fiow lnto Florida. from other parts o! the 
country, and many experts belleve that the 
major part ot that cash flow ls caused by 
drug smuggling. '· 

Last year there was a. cash surplus of $4.9 
blll lon In Florida's Federal Reserve ban.ks, 
wh11e the Federal Reserve System as a whole 
paid out about $10 b1lllon more than lt 
took In. Treasury otllclals !eel the surplus 
tbls year ln Florida may go ILS high as. $7 
billion. 

As a result, the Customs Service hlLS started 
an lnvest!gatlon. code n amed Operation 
Greenback, of large cash deposits into 
Florida's banks. 

Using the Currency Transaction Reports 
that the banks must file !or cash transac­
tions ot uo.ooo and more, treasury sources 
say that normally they would han expected 
to find mostly ca.sh businesses llke depart­
ment stores, grocery stores, racetracks and 
ballparks on the llsts. 

In&tead, they are finding car, boat and 
plane dealerships as well 1LS lndlvlduals 

- brlnglng In deposits or hundreds o! thou- ' 
-sa.ndB o! dollars In cash at a time. 

The investigation ls focusing on five Co• 
lomblan money exchangers, all with links to 
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suspected drug traffickers, who moved more 
than uoo million through Miami banks dur­
ing an 18-month period In 1977 and 1978. 

A jolnt·DEA-FBI Investigation called "Op­
eration Banco" has linked $629 million In 
five Miami banks to suspected drug opera­
tions. The FBI ls conducting a study on its 
own. 

· _ The Banco investigation ha.a found Ulles 
between specific bank employees and drug 
violators, as well as bank employees sollclt­
lng drug tra.f!lckers accounts. It also has 
round banks transferring large amounts o! 
money to secret !orelgh bank accounts. 

According to a DEA report on Banco, one 
drug operation they have a targeted brought 
in $45 million in a three -month period, and 
'35 mllllon of that was pro!lts. "Further In­
vestigation uncovered purchases o! freight­
ers to be used as mother ships, waterfront 
property and leases !or warehouses located in 
various areas o! the country. It ts belleved 
that large . amounts of illicit drug profits 
also were funneled to an otrshore banking 
haven," the report said. 

Charles Kimball, a real estate economist 
who ls conducting a long-term study of 
property Investments In South Florida, says 
that he expects a billion dollans ln foreign 
Investments In the Dade County area this 
year. Although some o! the money ts legiti­
mate, much o! It will be Ulegal pro.fits being 
Invested by drug smugglers and other crim­
inal operators. 

Flipping randomly through a microfilm 
record o! May's property transactions at the 
Dade County registry o! deeds, Kimball 
points out purchases In a new coqdominlum 
bulldlng where units sell for tl50,000 to 
e200.ooo. . 

Again and again, he finds· that the units 
are being purchased In cash by corporations 
based tn Panama, the Netherland Antl11es, 
the Cayman Islands, the Bahamas. There are 
no Individual names on .most of the transac­

tion records. not even a lawyer's name In 
most cases. 

Because of U.S. banking laws, many crim­
inal organizations are channeling money tnto 
tax shelter countries like those, either by 
ph}'slcally tak'!ng the cash there in aultcsses 
or through bank wires. Once the money 
reaches the chosen country, It la laundered 
through a secret corporate account. 

Then the property In Mia.ml la purchased 
under the corporate name. But because of 
the laws of these countries, It ls Impossible to 
find out the names of the corporate otncers 
or to trace the purchased properties back to 
the original drug dealers. 

FOREIGN INVESTORS CITt:D 

Although much of the foreign investment 
ts by reputable, even widely known. corpora­
tions, Kimball estimates that half of the 
foreign Investment In South Florida Is being 
done by these secret foreign corporations. He 
belleves that about 80 percent of those In­
vestments have some element of illegal 
money-from drugs or other crimes. He puts 
th!! figure for suspicious Investments In the 
Miami area at $271 mllllon for last year. 

"A !.ot of money Is being bid tndlscrlm.1-
• nately for property. As a result,. the normal 

working person hBll to pay housing prices 
that are much higher." he said, adding tbst 
he belleves that the drug money ts drlvtng 
up all prices and creating an unfairly high 
Inflation rate for the people who aren't In­
volved In drug tramcklng. 

In spite of all the eJforts at lnvest!gatton, 
niost law enforcement otHclals bel!eve that 
the 'irug orgnnlzatlon.s are winning. 

They complain about a shortage of man­
power. funds and expertise and a lack of co­
opera tlon among the various federal agen­
cies Involved. 

There Is a glgn11!cnnt backlog of cases In 
the 'G.S. Attorney's Otllce. nnd one Customs 
official cam plP.!n'>. "Todny, 1! you can g et a 

federal prosecutor to tske a marijuana case 
for Jess than a ton, you're very lucky."­

"Tbey've got more money, better weapons, 
. better electronic equipment," said another 

official. "We're outmanned. If. we get one o! 
them, the profits are so large that there 's 
always another one coming along to take b ls 
place. 

"And then you keep hearing how cocaine 
Is the drug of the rich. bow movie stars and 
fancy l!.wyers are using It all the time. It's 
very difficult for us to combat somet hing 
like this once lt's gained public acceptance. 
Sometimes I think we'd all be better oJf I! 

- we juat tried to regulate It. The way lt !a 
now, we're all Just playing a big gljJile." 

When they wer en't having parties a n d 
spending their money, Melnster and P ls.t­
~horn dreamed up big plans !or Black T una. 
They were planning to expand their mari­
juana operation to Import large q uantities or 
coc'alne a n d Quaaludes. 

Pollce say they held discussions with or­
ganized crime figures about taking over the 
marijuana market In the Las Vegas-Los An­
geles area. They talked about m oving Into an 
estate next door to Frank Sinatra. 

There was even a plan to steal an Eastern 
Airlines Boeing 727. A gang member who was 
once an Eastern pilot planned to take It on 
one massive drug run. and then di tch It In 
the Atlantlc-s.!<ter leaping out, D. B. Cooper 
style. 

[From Washington Star, .1uly 23, 1980) No one knows for sure when Melnster and 
· "BLACK TuNA's" DARING TACTICS Platshorn began to deal in drugs. but the 

EARNED RICHES earnest knowledge pollce have on the Black 
Tuna organlzat!OQ. goes back to 1974, when 

(By Mary Thornton) • Melnster, then In his early 30s, was working 
MIAMI.-The Cuban drug d ealer figured as at a used car Jot, filling In part-time a t bis 

his phone began to ring that it was just a father 's dress shop' and apparently doing 
business partner announcing the arrival of a small-time dealing In marijuana and cocaine. 
new shipment of mArljuana. When the uni- Platshorn. e._long-tlme friend, was by then· 
dentl.tled voice on the other end of the line trave!llng around the country selling pots 
said, "Look out your window," he wasn't and pans and small appliances at carnivals 
sure what to think: and !airs. Sometime in August 1974 Plat-

But as he set down the receiver. he began shorn ran Into a man named Lucas McLeod 
to hear the thump,' thump, thump of the at .the Milwaukee, Wis., fairground, and the 
rotors . And looltlng 6ut the window. be could two quickly got Into a · discussion of drug 
see the clouds of dust and the helicopter smuggling. • 
hovering nearly motionless over h!s home, & The two federal undercover agents who 
metal barrel dangling beneath the aircraft. - worked on the Black Tuna case Dick Koehler 

He returned to the phone and the caller · of the FBI and Brent Heath or' the Drug En­
reminded him of a continuing dispute over forcement Administration (their names have 
a m issing sbipment'of 10,000 pounds ot mar1- been chang1!d), say that Platshorn at that 
Juana. The barrel was full o! gasoline. the point made a deal to bave McLeod ship 
voice warned, and !! the Ci,lban dealer was 2,500 pounds of marijuana to Melnster !n 
no~ wllllng to drop the Issue. his house would Philadelphia_ 
be turned !n_to an !n!emo. By the enc;t of 1974. Platshom and Mein• 

Looking around the room at his wife and . ster were accepting million dollar shipments 
children, the Cuban qulckly agreed. of marijuana transported by Mc.Ceod and his 

It was an autumn day In 1976. and the assistants from Florida, and during 1975 the 
hellcopter had been sent by Bobby Platshorn two are believed to have brought at least !our 
and Robby Melnster, who had just moved other major shipments of marijuana lntO 
their drug operation here from Philadelphia. Pennsylvania and New Jersey. 

The Cuban drug dealer had been threat- Sometime In mld-1976. Melnster and Plat-
enlng them, charging that he hadn't been shorn decided to Increase their profits and 
paid. Platshorn_ and Meinster claimed that Wipe out the middlemen by moving to Ml· 
the drugs had not been dellvered. The d!sa- am1 with their wives. Platshorn traveled to 
greement had threatened to escalate Into a Colombia and entered Into a deal wtth Raul 
full-scale gang war. Davila-Jimeno to become the ch!et marl-

The helicopter Incident not only resolved Juana supplier for Black Tuna. 
that dispute. but also served to Introduce At about the same time, they opened the 
the gang, which came to be known as Black. South Florida Auto Auction, a large used car 
Tuna, to the macho world of South Florida lot tn downtown Miami, to serve as a cover 
drug smuggling, w~ch Is dominated by Co- for the smuggllng operations. The two cou­
lomblan and Cuban qealers, generally armed pies bought homes, and then In the tall of 
with machine guns. 1976 Melnster and Platsborn rented the '300-

A!ter t~t. no one we.s wllllng to tangle - a-day penthouse sult e at the Fountalnbleau. 
with Black Tuna. to do their business entertaining. 

And be!ore long, Melnster and Platsborn Koehler and Heat h say they were stunned 
were riding around In Mercedes cars and Lear when they finally saw the suite that Blaclt 
Jets, .tlashlng rolls of eioo bills, living out of Tuna had rented !or more than a year-until · 
an opulent suite at the showy Fountalnbleau early In 1978. 
Hotel and maintaining their own private "You talk about a hotel suite and you 
army of bodyguards equipped with hand think It might be a couple of rooms, but this 
grenades and submachine guns. In their place was unbelleveable. It's the kind o! place 
spare time they and their wives began col- movie stars wou ld stay in when they were In 
lectlng antiques, artwork and expensive Jew- town," Heath said. "You walked In through 
elry. a double door and coUid see a spiral staircase 

The two young men who had grown up leading up to the bedrooms on the second 
together in Phlle.delphla.--both from work- floor-four of them. 
Ing-class Jewish fam!lles, Melnster working "Downstairs on one slde was an oak-panel­
at a used car lot. Platshorn selllng pots and ed room wttb a pool table. On t b.e Jett, you 
pans on the boardwalk In Atlantic City- stepped down into a l!vlng room with a 

. finally believed they had it made. Steinway grand plano, a bar seating stx or 
Whenever one of the employees completed seven people and t hen a huge picture window 

his first successful mission, he was given a looking out over the ocean. There was a dln­
reward--a solid gold medal!lon decorated Ing area that would seat 20 people. They 
with the imprint of the Black11n Tuna that even had gold .fixtures ln the bath room," be 
the gang members wore on neck chains. aa.ld. 

People who knew Melnster and Platshorn "They ~ It tor their entertaining-they 
then say that thelr l!ves were dominated by had parties there, wlth cocaine and pros tl­
thelr drug smuggling and by cocaine, which tutes. They worked out their deals there . We 
they bought for personal use a kilo at a time had testimo ny that one day the pool table 
(at $55,000 a kilo). was covered with cash a toot high .'' 
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Brnck Tuna's first br sh w!th the author • A!: 1t continued to t l:e on ·water, the cap-

Ues came on the n tuht on April 28, 1977, taln finally ran Ir ar;roun d t.o prevent It from 
wl en a resident o! San Mar no Island no- sinking. On board wns a lai-ge load or marl­
tlC'ed some strange act! \'!ties at a neighbor 's Junna. 
home. Snn Marino Is a fancy r esiden tial area As the residen ts along t h e shore watched 
on a tiny Island In Biscayne Bay, located on the curious goings on over the next few days, 
a causeway b etween Miami and Miami they first saw a small plane circle the crlp­
Beach. pied boat. The next day a helicopter came 

He knew that the owner of the home was along and lowered pumping equipment. And 
on vacation and couldn't figure out the pro- finally, a day later, a second boat came along, 
cession of - vans and the truck-labelleCI began unloading square bales rrom'"the Presl­
"CmeTech-Hollywood, New York, Miami"- dentlal, then departed. 
that had pulled up outside the house. So he Later that day, when the Bahamian police 
called the Miami Beach Police. arrived on the scen e and took possession of 

When the police arrived, they found bales the boat, there were still 31,000 pounds or 
of ;narljuana, wrapped In plastic and burlap, marijuana on board, but the crew ha.d van-
stacked to the ceilings. Eight tons ·or It. !shed. 

They arrested four young men trying to On Sept. 15, a short, stocky man with gold 
swim away, but they figured from the num- chains fiashlng from around his neck and a 
ber of half-empty beer cans they found shlr.t unbuttoned nearly to his waist walked 
that many others were Involved. Into the Flagship First National Bank · of 

Before they left the house that night, po- Miami Bea~h. carrying an attache case con­
lice gathered up the beer cans for a finger- talnlng $500,000 In cash, which he deposited 
print analysis and a bunch of pieces or Into an account called "Vlomar." 
paper that appeared to be receipts from a He didn't realize when he left that be was 
Miami used car lot. being followed by DEA agents. They had been 

Several weeks afterwarll , a judge dismissed tipped off by a teller who became suspicious 
the charges against the four. young men, when "H. Roberts" had brought In $590,000 
saying the police had not had "probable In cash two weeks earlier on Sept. 2 and re­
cause" to raid the house. Buj._!or some reason, fused to produce any personal identification. 
no one threw away the fingerprint analyses For deposits of that slze, a customer nor-
or the receipts. :mally calls ahead to reserve the bank's 

!Months later, they would find that the counting room. The agents had asked the tel­
fingerprints on those beer cans belonged ·to ler to tip them off the next time the mys-
members of the Black Tuna gang. . • terlous customer called. 

The San . Marino raid seemed to Platshorn At that point, the DEA had never heard ot 
and Malnster to be nothing more than a Bia.ck Tuna, but huge cash deposits by cas­
temporary nuisance. The police seemed to ually dressed young men with no obvious 
have closed the case. The loss of the marl- source for that kind or money tended to raise 
Juana-worth more than $4 million on the their suspicions. H. Roberts was employed as 
street--<!ldn't slow them down for long. a clerk In a local hardware store. 

Other shipments were coming in and by Over the next several months, they would 
June 1, Platshorn's wife, Lynne, 'bad ordered discover that H. Roberts was really Howard 
an employee to send a case of Pampers to Blumin, the man who handled the money 
Davila in Colombia via Aero Condor Airlines. and bookkeeping for Black Tuna. They 

The mess~ge: "The baby Is ready, send would find tha.t $10 million had passed 
the mother." It was a signal for Davila to dis- through the Vlomar account over the past 
patch the mother ship loaded with a new few months, and that Vlomar was an ac-

.. shipment of marijuana. count controlled by a South American 
Black Tuna was st111 flying high. Bobby money exchanger, named after his mother 

and Lynne Platshorn bad Just bought a and his mother-in-law, Violeta and Marge.­
Spanish-style Miami Beach mansion with reta. • _ \ 
a pool and marble floors located on the In· · For a fee of 10 or 15 percent, the exchanger 
dian Creek waterway and worth nearly half takes U.S. money from a gang l!ke Black 
a million dollars. Tuna and either pays the supplier In Colom-

When they weren't In the suite at the bla, or funnels profits into secret accounts 
Fountalnbleau, Melnster and Pla.tshorn were in tax shelter countries l!ke the Cayman Is­
entertaining their customers on the Beam's lands. 
Post Time, a 70-f.oot houseboat that Heath After picking up Blumln's trail at the Flag­
described as "gorgeous. It had thick white ship Bank, the DEA set up a surveillance on 
carpeting. a. sunken bar, a built-in stereo his house. Eventually, a blue Mercedes 450SL 
even maid's quarters." ' pulled up and a small woman with long, 

By about that time Platshorn was brag- blr.ck hair walked up to his front door. The 
glng to friends that he already had ltnported wcman was Lynne Platsborn. 
nearly a million pounds or marijuana Into They discovered that the car was registered 
South Florida. By most accounts the gang to the South Florida trnto Auction whose 
was netting $500,000 and more every week._- owners were listed as Platshorn and Meln­
witb as many as 60 employees on the payroll. ster. 

Estimates or Black Tuna's overall earnings 
were going a.s high as $300 million. 
(From the Washington Star, July 24, 1980] 

HUGE CASH BANK. D~ITS LEo U.S. AGENTS 

AGENT VISITS MIAMI 

T he duC'1~1on to r~cru!t Purvis was one tha 
Black 'l'unn would regret. 

01: December 8 Purvis was p!lotlng a boat 
'ol! North Carollna in search of the Colom­
bian motbershlp "Don Elias." Behind him 
was a second boat a lso planning to help un­
load a huge shipment of .marlJue.na. 

Directing the operation from the shore 
wer6 Robby Melnster and Chip Grant a huge 
bushy-haired young man or 23, wh~ was 1X:: 
charge or "Chip's Army," the group in·charge 
of protecting the offloading operations with 
an arsenal or weapons that Included every­
thing from hand grenades to AR-15 subma· 
chine guns. 

At about 5 :30 p.m. Purvis reached the ren­
dezvous co-ordinates and shouted the code 
word "Black Tuna." A Colombian crewniB.n 
shouted back "Black Tuna" and: the unload­
ing began. 

· What- none or the Bla.c-k Tuna members 
realized was that a police Informer was pilot­
ing the. second boat. By early the next morn­
ing U.S. Customs and the Coast Guard had 
w1ped out the entire operation, seizing both 
boats along with the mother ship . . 

But authorities still had not l!nkecLthe 
North Carollna operation to the Black Tuna 
organlza.tlon. and the gang members fled as 
quickly as possible back to Florida. · -

The operation continued, with shipments 
coming in ·both by boat and air. On Jan. 28, ' 
Purvis and two other gang members set olf 
for a rendezvous with their supplier at a 
landing strip on a ·banana plantation near 
San ta Marta, Colombia. 

The plane ha.d. been modi/led with 1!1egal 
fuel tanks Installed Inside the passenger 
compartment to enable It to make the long 
journey. By the time they' approached the 
tiny landing strip, the three men were all 
ankle-deep in aviation fuel, and as they de­
scended, the p!lot be!ian to lose control of 
the plane. . 

Purvis later recalled preparing himself to 
eject as the plane crashed into the strlp ~The 
first thing he could remember aftelward was 
that he was out or the plane, lying on his 
back on the landing strip. And a me.n was 
standing over him with a sliver-plated .357 
magnum. That was his first !n'troductlon to 
Raul Da.vila,'tbe 3·0-year-old Colombian who 
was Bia.ck Tuna's chief suppller. 

NERVOUS PURVIS 

Purvis was starting to get nervous. He 
learned after he was rescued from Colombia 
that he had ·been Indicted In North Carolina. 
He later said he was attracted to the gang 
because he was tired· of his ll!e In North Car­
ollna-<the allmony payments, the boredom 
of running his father's car dealership. The 
Idea or smuggling marijuana had sounded 
exciting, romantic. But this was getting to 
be more than hi! had bargained for. . 

By _that time, a DEA Investigator bad' de­
cided t.o run Platshorn and Melnster through 
the Florida Crime Information Center com­
puter t.o see 1f they had any business inter­
ests other than the South Florida Aut.o Auc­
tion. 

They ' discovered the Green.' Turtle Con­
struction Co., and then they learned that • 
documents In the name o! Green Turtle 

TO BLACK TUNA GANG 

(By Mary Thornton) 
(Black Tuna gang leaders Bobby Platshorn 

and Robby Melnster were making $500,000 a 
week In mld-1977 smuggling marijuana Into 

Within about a week, Brent Heath (not 
his real name) said, one of the DEA under­
cover agents working on the case paid a visit 
to the Miami Beach police to find out 1f they 
knew anything about Pla.tshorn, Meinster, 
Blumln or the South Florid.a Auto Auction, 
the front estabUshed by Platshorn and Meln­
ster. And one of the officers happened to re­
member the San Marino re.Id and the sllps 
of paper from the used car lot . 

· Construction Co. had been found on the 
Presidential, along with the 31,000 pounds 
or marijuana. • 

. Florida.. The two, In thei r early 30s, drove 
Mercedes, lived In expensive mansions and 
had a fieet or yachts at their disposal. But 
they wanted more. They were going to branch 
out-into cocaine and Quaaludes. They 
didn't know that FBI agent Dick Koehler 
snd Drug Administration sgent Brent Heath 
soon would be on their trail.) 

MIAMI.-On Aug. 31, the 90-foot yacht 
Presldentlal--one or several that Platshorn 
and Melnster had kept In the Fontainebleau 
Hotel .Marina-began t:lklng on water off the 
Island or Great Abaco in the Bahamas. 

By December, Black Tuna was again cross­
ing paths with the police-this time In North 
Carollna. 

Some time in mld-1977, George Purvis, the 
60n of a wealthy and politically powerful 
Fayetteville, N.C., family, had been recruited 
Into the group by Mark Phtlllps. PhUllps was 
Purvis' old p rep school buddy and also a 
high-level gang member. According to later 
indictments, he speciallzed in procuring 
boats for the Black Tuna organization 
through his father's boat dealership. 

Shortly afterward, a Customs agent from 
North Carollna dropped by the Miami DEA 
omce looking ·ror infonnation tor his own 
investigation. He told the a.gents about the 
Dec. 9 operation In North Carollna and asked 
them 1! they'd ever beard of someone named 
Chip Grant. They bad. Grant bad been seen 
.frequently with Melnster. 

The customs agent also mentioned George 
Purvis, who was st!ll unknown to the DEA. 

Not long afterward, Heath said, one of the 
DEA a)!'ents on · the case had a talk with 
Lucas McLeod, Platshorn's 1974 connection 
from the M!lwaukee Fairgrounds. McLeod 
bad become a DEA Informant, and he out. 

/ 
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Uned tor DEA h is ea rly activities wit h P lat­
shorn and Meinster. 

That was the first time, Heat h said, that 
DEA rea lized they were deallng wit h a major 
operator. 

From then on, he said, things began to 
move quickly. 

In March, DEA agents picked Purvis up 
on the s t reet and roun d that he was aruc.lous 
to find a way out o! Black Tuna. He and 
his girlfriend Mandy Jackson became tn­
fonnants. And !or the next couple of 

months, Heath met almost de.Uy With 
Purvis. 

With someone on the inside, Heath and 
Koehler were able not only to find out what 
was going on, but also to pinpoint the weak 
Unks in the organization and pick up new 
tn!orme.nts. 

It was another year until a federal grand 
jury on April 30, 1979. returned indict ments 
a ge.Inst the lee.ders of the Black Tuna orga­
nization, including charges ot racketeering, 
conspiracy and drug vlolatlons. 

Last Dec. 6 as the trlal was under way, 
additional indictments were re turned 
against Bobby and Lynne Platshorn, Melns­
ter and several others. The charge was that 
they had oJrered a m.llllon dollars to Mafia 
figures In New York to disrupt the trial. 
Police said the poss! blll ties discussed in­
cluded murdering U.S. J ,µdge James L. King, 
Purvis or even federal prosecutor Walter 
Schroeder. 

A separate case involving a bribery o! one 
e! the Jurors ts stlll going on. 

SOME TRIALS CONTINUE 

Although some members of the gang are 
stlll being tried, most of the major figures 
have been convicted. 

Melnster has been sentenced to 54 years 
in prison under a law that will make him 
lnellglble for parole for at least 31 years. 

Grant ts serving & nine-year federal prison 
term before he begins serving a 10-year 
sentence 1n North Carolina. 

Blum.in, the money man, received Immu­
nity in return for h1s testimony. 

George Purvis and Mandy Jackson are 
living somewhere In the United States under 
new Identities in the federal witness protec­
tion program. 

His old friend Mark Phillips ts still being 
sought by police, along with Davila, who ls 
presumed to be continuing his drug export 
business from Colombia. 

Lynne Platshorn stlll ls awaiting a sepa­
rate trial. 

Bobby Platshorn recently appeared before 
King to receive his sentence and made a 90-
m.lnute speech In which he charged that 
the government "Invented the Black Tuna 
Gang" and then conducted "Sovie.t-style 
show trials .•. a government grandstand." 

King fined Platshorn $325,000 and sen­
tenced him to 64 years In prison. Platshorn. 
who ts now 37, will be ellglble !or p arole 
whez:t he Is 70. 
(From the Washington Star, July 24, 1980] 

DRUG .SMUGGLING DoEsN'T Ri:rrn.11: CooL KET 
WEST 

(By Mary Thorton) 
(Fishermen In Key West, the southernmost 

city In the continental United States, can 
make more than & year's wages In one night 
by hauling marijuana. High school students 
cruise In new cars paid !or In cash. Their 
source of wealth: drug smuggllng. A loe&l 
pollce department, short on !unds and ex­
pertise, hasn 't been able to prevent the city 
!rom becoming & majbr center In the drug 
tre.de.) 

KEY WEST.-Dusk !alls slowly here as great 
put!s o! clouds gath er lazily on the horizo n 
In brUllant p lnll:s a nd oranges, silhouetted 
boats slip by In silent procession 11nd peop le 
gather on benches a nd on t he decks or 11-
boats !or the n ightly show. 

There ls no contus1n~ Key Woe t r1th 

m ainstream America. This Is a t own. wit h a 
different p ace , a. dlfl'e rent se t o! values. It Is 
a community t hat manages to 'Welcome t h e 
h oards o! tourists who d escend each sum­
mer and winter, to accept the gay commu­
nity that h as made Key West a k1nd of Mecca 
and to tolerate t he dropouts and hippies who 
han g out here in droves. 

At 10 :30 a.m. on & Satu rda y, the h eat 
already is heavy and oppressive. The on lY. 
sign of life In downtown Key West, except 
for the hound walking slowly down the side­
walk, ts in an open-air bar where barechested 
men are sipping drinks to the rhythmic 
thump o! the fans overhead and a juke box 
rendit ion o! Jimmy But!et's "MargaritavU!e. ~ 

Outside on the street, the sweet smell of 
marijuana warts across the s.ldewalk mixing 
With the scent o! rotting flowers that !all 
from the trees and are crushed underfoot. A 
jeep roars by sporting the bumper sticker: 
"How do I spell relle!? C-0-L-O-M-B-I-A-N." 

Federal and local law en!orcement author­
ities say that over the past decade Key West 
has become one of the largest drug­
smuggllng centers In the United States. 

It has become a city where a ftsblng boat 
captain can earn more In a single night 
carrying a load o! marijuana than he would 
earn 11shing In a whole year, where high 
school kids ride around In Cadillacs paid !or 
in cash, where some m en carry $20.000 
&round their necks In the torm of gold 
chains. 

Because mos t law enforcement agencies, 
both state and federal, are concentrating 
their activities on the large Miami drug mar­
ket, Key West has been le!t to the local 
police department without the funds or ex-
pertise to tl.ght the drug trade. . 

This Is a.n Ideal place !or drug smuggling. 
·It ls the closest point In the United Sta.tes 
to the northern coast of Colombia, the source 
of m ost of the marijuana, cocaine a.nd me­
ga! Quaa.ludes coming Into thl.s country. The 
countless deserted Islands and the mangrove 
swamps _provide a perfect place to unload and 
hide the drugs. And the isla.nd is only 154 
miles by road from the Insatiable Miami drug 
market. -

In e.ddttlon to the perfect geography, the 
island has one o! the largest commercial 
fishing fieets in the country, aa many as 300 
shrimp boats and 150 crawftsh boa.ts. 

And Monroe County Sheriff Willlam Free­
man says, "I'm sure some of those boats have 
never seen a nsh." 

Otnclal estimates are tha.t at least 50 per­
cent of the boats have been used ito haul 
"square grouper," the local n1ckna.me tor 
the large square bales of me.rljuana.. But 
fishermen say the actual number probably Is 
muchhlgher. . . 

IRJIESISTIBLE DEALS 

According to many fish ermen, the deals of­
fered by the drug smugglers are almost Ir­
resistible. A man can ea.rn $20,000 or more 
In a single night, a.nd It Is nearly rtsk-!ree. 
If there 1.s any problem, the drug organiza­
tion provides all the legal fees and replaces 
the boat if tt Is con.ftscated. 

One tl.sherman. who has ret'u.sed to carry 
marijuana, said he haa stayed away from It . 
partly because he thinks It's wrong and 
p artly bees.use he's a.tra.td o! getting Involved 
with the kind o! people who deal tn drug 
smuggllng. "Every now and then someone's 
supposed to make a run, and they don't. and 
then they get beat up pretty . ba.d or their 
boats get burned." 

But he believes most tl..shermen have been 
involved at some point. 

"I've seen plenty," he sa.ld. "Anybody who 
llves down. h ere can see what 's going on. 
When you see two or three th ousand d ollars . 
worth of gold t1o round their necks, n ew Por­
sches, you kn ow t.hey d id n 't get it fishing. 
I know .tls hermen who only had a. wood boat 
one year. The next ye r they've go t a new 
boat. a new houi:e all paid !or, a. new 
Lincoln. 

"You cnn .rn~ke 20,00<1 In a. nlg .t. W'hcn 

you've got t o m.ake t he $1,000-a-month pay­
m ent on your boa.t, sometimes It gets p ret t y 
tempt ing," h e said . 

Key West has a r ep utation for lax law en­
forcement--wlth coun tless s tories abou t th e 
public otncl&ls who have been involved In 
the Illegal drug trade and generally have 
gotten away with it. 

,Key West Commlssloner Richard Heyman 
tells the story about Fire Chief Bum Fart o 
who was picked up several years ago on 
charges o! selling coca.!ne at the Junior high 
schex>I. He got out on bond a.nd eventually 
cUsappea.red before he was t.o come 1:0 trial. 

Four days after disappearance, Heyman 
satd, Fa.rto's wt!e fins.Uy reported him miss­
ing, a.nd he's never been heard !rom since. 
Some people st111 wear T-shirt& asking 
"Where ts Bum Farto'I" r 

A computer study publlshed recently b'y 
The Mlam.l Herald concluded that Monroe 
Count y State Attorney JeJf Gautier has com­
piled the s t ate's worst record !or prosecuting 
drug feil:>nles. 

Almost every multlton marijuana smug­
gling case prosecuted by the Monroe County 
State Attorney's Otllce since 1976 has been 
botched a.nd lost or plea-bargained to mis­
demeanors, according to the newspaper study 
o! court records. In some cases, the Herald 
said, suspects caught with many tons of mari­
juana. were allowed to plee.d guilty to posses­
sion of less than 20 grams and pay & modest 
tlne. 

Last April, Florida Gov. Bob Graham ap­
pointed & special prosecutor to investigate 
the allegations raised In the Herald stories. 
as well as other public corruption In the Key 
West area. Gautier has said he welcomes the 
in vestiga ti on. 

Four members of the Key West police force 
were convicted in May on charges arising out 
of an Incident in September 1978 when · 14 
men, Including the pollcemen, were round on 
a fishing dock • • •. 

And just this month the head o! the 
Florida. Marine Patrol's operations in the 
Florida Keys was arrested on & charge of 
accepting a $50,000 bribe to allow two boat­
loads of marijuana to land in his area. 

••MOCKERY OP THE LAW" 

One white-haired woman who has lived on 
the island for the past 15 years said the drug 
tramcklng has become so pervasive that "It's 
me.de a mockery of the law. No one's worried 
about getting caught because they know 
everyone's doing It. The police. Everyone. It's 
like a ball of yarn. The more it turns, the 
more It gets Involved.': - · 

She talks about a public otncial who has 
been suspended without pay !or more than a 
year !or alleged drug Involvement. "During 
that year, he bought a new car, new furniture 
!or his house, and he had a swimming pool 
built. Now, I wonder where that money's 
coming !ram." 

The signs ot the drug trade are everywhere. 
Heyman: who belle7es the drug trade may 

have surpassed tourism as Key west's number 
one source o! Income, says that It Isn't un­
usual !or customers to pay In cash-as much 
as $4,000 at a time-at his Gingerbread Art 
Gallery, and he h.113 heard stories o! caBh 
purchases involvin g much more money. 

"I Immediately rushed to the bank witn 
the $4,000," he said . "You see (cash) a lot. 
People with bags o! money. I've even heard 
of cash land purch ases. It could just be 
someone who's fiashy, but you always have 
your suspicions." 

Another resident added, "You see a kid 
bagging in the grocery store. Then you see 
him driving a Cadillac or a big Olds and you 
know It's not h.1s dadd y's . They wea; big gold 
chains around their necks . When I was a 
kid bagging groceries, all I coUld al!ord was a 
S t. Christopher 's m ed l that tu rned my neck 
green." 

:R u t ln.1tead o! ou:ra.-;e at t he drug t rade. 
there Is a kind ot qu!. t pride In the Island's 
splrt. ot lu.wle ..snc..:i. 
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"Kid~ tc1· · pride In t he taci th •t the 

rather may be h a u l ing m ari ju ana, " s111d one 
re~l dcnt . "I t 's romantlclz.ed. Bu t jus t go back 
a few year& t o )'rohlbltlon. How Is it any 
d ifferent. Maybe some day this wllJ be lOO!ted 
on as just nnot her era In the count y's h is· 
tory. Those t hat are fighting marijuan a legal· 
lzat lon most are the Baptists and the drug 
dealers." · 

Blackie Valdez, a 59-year-old restaurant 
owner, said he doesn't approve of the drug 
traffic, but "this town ls real compassionate. 
I t doesn't go In for real harsh treatment un-
less It 's a murder or something." , 

After all, people here say, Key West has 
served as home to people like Ernest Heming­
way, Tennessee Williams and Thomas Mc­
Guane. It can't be all bad. And besides, the 
Island •bas a ·history o! operating a little 
outside the law. 

The Independence - and lawlessness Is a 
kind of relic of the lsland1a wild pa.st. Llfe 
on Key West has often been tough, depend­
ent on the V"IJarles of the sea. and more 
recently the whims or the tourist Industry. 
Islanders have had to live by their wits. 

In the early 1800s, that took the form or 
piracy. The history books say that until the 
1820s piracy was the number one Industry 
here , employing as many as 20,000 men. 

DRUMMING UP BUSINESS 

When the piracy_ was finally put to an end, 
the Islanders turned to salvage work on the 
ships that foundered on the coral reefs . When 
business got slow, they simply turned out the 
lnnterns on the lighthouses built to guide 
the ships safely through the reef. 

During that period Key West became one 
of the wealthiest cities ·in the country. The 
federal government now calla it a "distressed 
city" with a poverty rate 50 percent higher 
the.n the national average. 

Authorities here say that the drug smug­
gllng started for the most part in the early 
19706 when the Navy closed its submarine 
base. here and moved most or its personnel 
out or the nearby Naval air station. 

Many !slanders lost their Jobs, and the 
drugs seemed to come along to fill the void. 

Freeman, wbo became county sberifl' in 
1977, !eels be ls fighting a battle that ls 
virtually impossible to win. 

In his first year In of!!ce, bis department 
seized $200 inilllon worth of marijuana, but 
he says be 1s hopelessly undermanned-with 
only six detectives in Key West, another !our 
1n Marathon about 50 miles north, and four 
others in Plantation Key, still farther nortb. 

He has worked hard to shed the image or 
corruption that hangs over many other 
police departments, including the Key West 
City Police Department. Shortly after taking 
office, Freeman decided to require annual 
financial statements from all or his -em­
ployees, along with a yearly psychological 
examination and a lie detector test. 

He immediately wes sued by some or tlrose 
employees. By the time he won the suit 
last October, more than 60 percent of his 
employees bad left. . 

But even with all his precautions one of 
Freeman's detectives was arrested early this 
year on marijuana-related charges. 

Freeman says that the signs of drug smug­
gling are everywhere. "All or a sudden you 
see a man buy a $300,000 house for cash 
when he's got no Job," be said. "I don't care 
i! you're a Kennedy or a Rockefeller. You 
write a check. That's what the nonnal person 
does. 

"You get a smuggler's son who has tbe T­
Blrd and tbe pocket full of m oney e.nd be's 
gettln' nll the girls. Doesn't set a very good 
example for the other kids," he said. 

Freeman says there's a six-month backlog 
of drug cases awaiting trial and normally 
young oll'enders get olI With virtually no 
punishment. "Tbe kids know n othing will 
happen to them . We just keep chasing t be 
same p eople agal.n an d again and aga.ln." 

F• ·11t.i1 t:to:ys 'hr'e. asked agO.ln und '-' "'ln 
for fPdera.1 h<'lp. "I got w l t h t.he tcds. ~;l<'d 
t o get the:n t o open up e.n omce." he enld . 
.. We d id n 't even have a cust.om s o m.ce h ere 
u n til 1978. There's still no DEA omce and 
only a one-man FBI office. I a t tacked t he 
problem as best I coul<I an<! I asked for help. 
But I haven't gotten it." 

Mr. ST GERMAIN. Mr. Speaker, I 
yield such time as he may consume to 
the gentleman from New Jersey (Mr. 
MINISH). 

<:Mr. MINISH asked and was given per­
mission to revise and extend his re­
marks.) 
• Mr. Y'tlNISH. Mr. Speaker, I rise in 
strong support of H.R. 5961. · 

I have been interested in the subject 
of this bill, currency transactions and 
their relationship to narcotics traffick­
ing for some time and am pleased that 
it 1s being considered under suspension 
today by the House. 

The Oversight Subcommittee of House 
.Banking, of which I am chairman, held 
hearings on this subject in November of 
1979. We heard testimony from the De­
partment of the Treasury, the U.S. Cus­
toms Service, the Drug Enforcement 
Agency, the Comptroller of the Currency, 
the General Accounting Office, and from 
Congressman JoHN LAFALcE, the prime 
sponsor of legislation dealing with this 
subject. . 

Our interest in this area was generated 
by a Treasury Department study, issued 
in September of 1979, which reported on 
currency flows among the various re­
gional branches of the Federal Reserve 
System. The Treasury report showed un­
usually large currency flows into several 
States, especially Florida and Texas. 
Specifically, the study showed that cur-

. rency deposits in the Miami a.nd Jack­
sonville, Fla., offices exceeding payouts 
by more than $3.2 billion during 1978. 
After ~iami a.nd Jacksonville, the next 
largest infiow of cash was found in San 
Antonio and El Paso, Tex. During this 
same period, the Federal Reserve Sys­
tem as a. whole experienced a net payout 
of more than $10 billion. These surpris­
ing statistics, together with the asser­
tion by many experts tl1at many of these 
currency transactions were related to 
narcotic deals, prompted our subcommit­
tee's investigation. I would like to share 
with you the findings of our investiga-
tion and hearing. -

It is true that there is an unusually 
high volume of crime-related curt:ency 
transactions both within the United 
States and between the United States 
and other nations. Officials of the Drug 
Enforcement Agency told us that the 
retail value of illicit drugs imported into 
the United States in 1977 was about $45 
billion. This included about $14 billion 
for cocaine and about $20 billion for 
marihuana. The DEA testified that be­
tween $8.9 billion and $13.6 billion worth 
Qf marihuana came from Colombia · 
alone. It estimated that between $480 
and $730 rnillion was paid out to Colom­
bian traffickers alone. So, as you can see 
·this is a huge and serious problem. ' 

There are laws already on the books 
which are designed to help law enforce­
ment agencies prevent illegal currency 
transactions. The present law requires 
financial instit ut ions to file r eports on 

'1U. ,J c 1' l't'"' trn.h c lc,.I in c."CCSS 
oi -10.000. It aJ..,o l·t:qup·r int"·•iJu:ils 
cn te;rtng or lcavin. the: umtt·d states 
with $5,000 or more in currency to dis­
close that fact . 

We found that domestic banks have 
been lax in enforcing the present report­
ing requirements. One DEA official as­
serted that some banks knowingly handle 
huge sums of drug money and others ig­
nore obviously questionable transactions. 
We also found that the bank regulatory 
agencies have been lax in insuring that 
financial institutions enforce the present 
reporting requirements. The Department 
of the Treasury recently came out with 
new regulations designed to beef-up en­
forcement of the reporting requirements. 
However, up to now, we found that their 
enforcement has been irregular and the 
data collected has been spotty. 
- In resi>onse to this problem, I have 

asked the GAO to undertake a major 
study of the currency transaction report· 
ing requirements which apply to Ameri­
can banks. The GAO investigation, which 
has been going on for several months, 
ls concentrating on both the enforcement 
of the reporting requirements and the 
usefulness of the information that is col­
lected. I believe that the GAO study, once 
completed, will give us a handle on the 
problem of Uliclt currency transactions 
a.nd the role of financial institutions in 
them. As I said, the investigation 1s now 

-in progress and I expect the GAO's re­
port in the early fall. 

The second focus of our hearings was 
on illegal currency transactions which 
reach outside. the United States. We 
found that customs officials, who are pri­
marily responsible for preventing the il­
legal import and export of currency, are 
hampered by some large loopholes in the 
customs laws. These shortcomings in the 

.Pr~ent law are addressed by H.R. 5961, 
onginaUy introduced by Congressman 
LAFALCE, which I cosponsored and strong­
ly support. I would like to mention two 
of the highlights of that bill and explain 
how it closes the loopholes we found in 
the present law. . 

One section of H.R. 5961 would amend 
the Currency and Foreign Transaction 
Reporting Act by making it a crime to 
attempt to export or import large 
amounts o! currency without disclooing 
that fact to customs authorities. This is 
in response to a Federal court case in -
which the judge ruled that the present 
law does not prohibit the attempt to· 
smuggle currency. Under this interpreta­
tion, law enforcement authorities c~nnot 
arrest someone they suspect of smuggling 
currency until he has actually left the 
United States. However, once the smug­
gler has left the country the United 
States has no more Jurisdiction over him 
and he cannot be arrested. H.R. 5961 
would close this obviously unintended 
loophole. 

Anoth.er provision of H .R. 5961, as re­
ported by the Banking Committee, would 
amend the Currency and Foreign Trans­
action Reporting Act to permit customs 
officers to search persons or vehicles en­
tering or leaving the United States when 
tlie officer has "reasonable cause" to sus­
pect that monetary instruments worth 
over $10,000 a re being transported with-
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out the filing of the required report . 
Under present law, when an individual 
is entering the United States, there ls no 
need for a search warrant or a showing 
of probable cause prior to search. In­
stead, reasonable cause standard is ap­
plied under the customs statute. A num­
ber of Supreme Court cases have 

- affirmed this lower standard for border 
searches, basing their decisions on the 
Federal Government's authority to reg­
ulate interstate foreign commerce and 
its sovereign perogative to protect itself 
from persons wishing to enter the coun­
try. Since customs officers already have 
authority to do searches without a show­
ing of probable cause on persons enter­
ing the United . States, the proposed 
Banking Committee legislation would 
simply clarify that the examination may 
include a search for large amounts of 
unreported currency. 

A few of my colleagues have suggested 
that eiving customs officials the right to 
search based on their reasonable cause 
to believe that currency is being smug­
gled ls in contravention to the fourth 
amendment to the Constitution. Al­
though I do not agree, I note that the 
Ways and Means Committee has decided 
to specify "probable" cause. I will sup­
port this approach in an etrort to get 
this most important measure enacted 
this year. 

H.R. 5961 was reported out by the 
House Banking Committee on February 
27, 1980, and by the Ways and Means 
Committee on July 1,- 1980. I believe that 
this bill is well thoug-ht out, tightly 
drawn, and very necessary. Although our 
hearings focused on Its usefulness in 
preventing drug-related currency smug­
gling, it will be equally Important in the 
Government's attempt to combat vari­
ous other kinds of. organized crime. 

Mr. Speaker, I urge an overwhelming 
vote of approval for H.R. 5961.• 

. 'Mr. ST GERMAIN. Mr. Speaker, I 
·yield such time as he may consume to 
the gentleman from Ohio <Mr. VANIK). 

<Mr. VANIK asked and was given 
permlssion to revise and extend his 
remarks.) . 

Mr. VANIK. Mr. Speaker, I support 
this legislation and am pleased the com­
mittee adopted the Ways and Means 
Committee amendment. 

Mr. Speaker, the Committee on Ways 
and Means made one amendment to title 
II of H.R. 5961 as Introduced, which 
allows warrantless searches for unre­
ported currency by the Customs Serv­
ice only when probable cause rather than 
the lower standard of reasonable cause 
exfsts to suspect that a violation is oc­
curring. 

Although the "border search" excep­
tion to the traditional probable cause re­
quirement has been a long established 
principle from incoming searches, there 
has never been a statement from the 
U.S. Supreme Court as to whether 
exit searches fall within the ambit of 
the border search doctrine. The chair­
man of the Judiciary Committee's Sub­
committee on Civil and Constitutional 
Rights urged deletion o! this entire pro­
vision, stating thatr-

It would be an unprecedented break !rom 
Jong-establl.shed la.w on t.he $Ubject and 
ls .•. unconat1tutlon !. 

Even the Justice Department, while purchase of these drugs and this bill, to 
supporting the bill, stated that this pro- me, provides one way they can do it. 
vision "involves a close constitutional It is beyond my comprehension why a 
question" in authorizing a warantless law abiding citizen would not want to 
exit search based on less than probable help us solve this drug problem. All of us 
cause. have to help. All we have to do, I think, 

In light of these serious constitutional to know the problem is to visit a college 
questions, the committee felt that the campus or a school yard and we will 
use of the more judicially acceptable know that it is a very serious problem. 
"probable cause" standard would be The bill contains an amendment which 
preferable to the lesser standard of I offered in the committee markup to re­
"reasonable cause." quire the Secretary of the Treasury to 

Mr. WYLIE. Mr. Speaker, I yield my- submit a report to the Congress within 
self 3 minutes. 18 months of the enactment of this act 

<Mr. WYLIE asked and was goven per- on the effectiveness of the amendments 
mission to revise and extend his made by the act. This amendment will 
remarks.) enable Congress to conduct early over-

Mr. WYLIE. Mr. Speaker, the gentle- / sight if there should be any indication 
man from New York (Mr. LAFALCE) has that the bill is not working out as well as 
done a considerable amount of hard anticipated. We would be especially con­
work on this bill and has done a.n excel- cerned if there were substantial evidence 
lent job of describing its provisions. that the amendments had resulted in 

I would just add my own observations. undue inconvenience to the traveling 
This •bill does correct a deficiency, I public in relation to the benefits derived 
would say, in the present law. by law enforcement authorities. The 

Present law requires that if a person . Treasury Department has stated that it 
with $5,000 cash in his pocket is leaving welcomes the opportunity to report its 
the country, that person must disclose experiences under the bill, and it is clear 
that fact. But a Florida judge in the Treasury is confident the experience will 
Centano Case held that this law could be favorable. 
not apply to that person for failure to An important amendment was added 
disclose until that person had reached by the Committee on Ways and Means, 
foreign soil. which had joint jurisdiction, as a result 

Customs officials have found them- of the provision to permit warrantless 
selves in a Catch-22 situation. They sus- searches upon a showing of "reasonable 
pect somebody is taking huge amounts cause." The Vanik amendment changed 
of cash out o! the country to buy drugs, the standard for the conduct of a war­
but they cannot ascertain that until the rantless search from "reasonable" to 
person gets to a foreign jurisdiction "probable" cause. It is felt that this 
where they have no authority. That sums amendment will significantly increase 
up the problem we fourid ourselves in a.s the protection afforded to the traveling 
we listened to the testimony of the var- public against unreasonable searches and 
ious Customs officials who came before seizures, and I endorse it as I think it 
our committee. will help passage of the bill. 

This state of af!airs has allowed drug I believe that this bill is worthy of sup­
traffickers to take huge sums of money port. Most of the Members of this House 
out of the United States to buy drugs. must be keenly aware of the problems 
This bill will increase the amount which faced by our law enforcement authorities 
can be taken out without disclosure from in attempting to control the tremendous 
$5,000 to $10,000 cash. That was the re- fiow of contraband into the country, 
sult of the Stanton amendment which - which is frequently accompanied by the 
was adopted in the full Committee on fl.ow of cash overseas. Speaking for my­
Banking, F1?ance, and Urban Affairs. self, I would not want to deny the au-

The sum of $10,000 is not exactly thoritles the tools they may need to eo­
pocket cash. A person carrying $10,000 force the law, with due consideration 
in cash has the Intention of buying given to the needs and rights of the inno­
something pretty big. If that person cent traveling public. 
wants to buy a Mercedes, all that person I believe this bill should be given a 
has to do is say, "I want to buy a Mer- chance to work and I urge my colleagues 
cedes with that cash," and he has com- to support it. ' 
p~ied with the law. I might say that such Mr. Speaker, 1 now yield 2 minutes to 
dtSclosu:e is protected under the pri- a distinguished member of the commit7 
vacy laws. · tee the gentleman from Ohio <Mr. 

I am a former prosecuting attorney ST~NTON) 
and I will say that I get a little tired of · 
protecting criminals against innocent 
victims, and to me that is the bottom 
line, all rhetoric aside. We have a prob­
lem of such magnitude that it goes to 
our national welfare and that, to me, is 
the real constitutional issue. 
. I l!stened to the customs officials. we 
have a problem, as I say, of monumen­
tal proportions that we must solve. 

Cases were related to us where $50,-
000 boats. which were being approached 
for search, were being sunk so that there 
could not be a search. We are talking 
about big money. Or.e way to solve the 
problem, customs orr:e: l:l t -u us, is to 
be able to .race th..i n~c.1ey .,, •.. ;:: into the 

0 1430 
Mr. STANTON. Mr. Speaker, I appre­

ciate the gentleman yielding. 
Mr. Speaker, I rise in support of 

HR. 5961, the Currency and Foreign 
Transactions Reporting Act Amend­
ments of 1980. This bill, which repre­
sents the first direct amendment of 
the so-called Bank Secrecy Act which 
was passed in 1970, makes it a crime to 
attempt to export or import large 
amounts of currency without filing the 
necessary reports. In addition, the blll 
amends the act to provide the U.S . Cus­
toms Ser ice with search authority for 
monetary in.,trwn£;nts comparable to !ts 



existing authonty wi h respect to con­
traband merchandise. 

Let me say at the outset that no one 
believes that this bill is the total solu­
tion to the problem of sizable money 
flows which support either the illegal 
drug trade in the United States or other 
activities associated with organized 
crime. This legislation, however, should 
provide law enforcement authorities, 
particular).y the U.S. Customs Service, 
with some additional tools to help curb 
the fiow of funds associated with any 11-
legal activity. 

Nothing in this legislation is meant 
to _hinder the law-abiding citizen in his 
or· her travels. It should be clear that 
the majority of individuals who trans­
port monetary instruments across na­
tional borders do so for legitimate busi-
ness or personal reasons. . 

Because of three important amend­
ments which have been added to this 
bill, I am able to support H .R. 5961: 
First, an amendment which I offered in 
committee raises the reporting threshold 
from $5,000 to $10,000. This amend­
ment should protect the ordinary busi­
ness and vacation traveler from the in­
convenience of naving to file a report or 
submit to a search pursuant to the pro­
vision of the act. Because of the continu­
ing inflation in this country, l believe 
that this is an equitable amendment 
since that amount has not been changed 
since 1970. · · 

Second, my colleague on the Banking 
Committee, CHALMERS WYL'lE from my 
home State of Ohio, is the author of a 
constructive amendment which requires 
the Secretary of the Treasury to report 
to the Congress regarding the efiective-

. ness of the amendments made by this 
legislation. I know that some of my col­
leagues have reservations about the new 
powers that we are granting to law en­
forcement authorities. With this amend­
ment, however, we will have the neces­
sary followup information to determine 
whether in fact our actions here today 
have made law enforcement more effec­
tive. To the extent that I am able, I 
can assure my colleagues that the Bank­
ing Committee wlll hold oversight hear­
ings i:ince this report has been submitted. 

Finally, although I have not yet seen 
the report of the Committee on Ways 
and Means, it is my understanding that 
the committee added an amendment 
which changes the test for conducting a 
search from that of having just a "rea­
sonable cause" to that of .having a 
"probable cause." This amendment in 
fact tightens the requirement that a cus­
toms official must &atisfy if he or she 
suspects that monetary instruments are 
in the process of being transported in 
violation of the Currency and Foreign 
Transactions Reporting Act. 

Mr. WYLIE. Mr. Speaker, I actually 
think this bill is more protective of 1n­
dividual rights and will help law en­
forcement officials. I urge its adoption. 

I now yield 5 minutes to the distin­
guished gentleman from Texas <Mr. 
PAUL). 

<Mr. PAUL asked to revise and extend 
his r emarks and include extraneous 
matter.> • 

T_J. f.ECORD--:.0"!...'"S .. uly 28, 19b0 
M..:-. PAUL .... tr. Speaker, I take issue 

with the viewpoint. that has been so far 
expressed tha.t this bill has satisfied the 
greater number of opponents of this leg­
islation. As a matter of fact, if we took a 
survey we would find hundreds or pos­
siblY even thousands of letters have 
come in to Congress on this issue and I 
have yet to see one letter supporting this 
piece of legislation. 

Mr. Speaker, not only that, the Amer­
ican Civil Liberties Union 1s still strongly 
oppcsed to this legislation along with the 
American Bar Association as well as the 
National Association of Criminal De­
fense Lawyers. So it is not one of these 
clearcut and dried issues whereby we 
are not jeopardizing some of our consti­
tutional freedoms. 

Mr. Speaker, let me just recite the 
fourth amendment for that 1s what we 
are here dealing with. I believe instead 
of this bill being called the drug traffick­
ing bill-and, by the way, it never men­
tions drugs; it only talks about control 
of currency, control of people and 
searching people. This bill could be bet­
ter known as the act to suspend the 
fourth amendment under the suspension 
of the rules. 

The fourth amendment says: 
The right o! the people to be secure 1n 

their persons, houses, papers and effects 
against unreasonable searches and seizures, 
shall not be violated.. and no warrant shall 
issue_ but upon probable cause supported by 
oath or am.rmatlon and particularly describ· 
tng the place ·to be searched and the person 
or things to be seized. 

Mr. Speaker~ we are not even going 
to get a warrant let alone describe what 
we are going to search· for. 

Mr. Speaker, a few months ago there 
was a case in California that went to the 
California Supreme Court as well as the 
Supreme Court of the United States. In 
this case an individual had stolen an 
automobile, placed a suitcase on the 
back seat of the car. The police opened 
this suitcase. -

It has been ruled by the California 
Supreme Court as well as by the U.S. 
Supreme Court that even criminals have 
a right to privacy. 
. .Mr. Speaker, we are talking about tak­
ing away more freedom from an in­
dividual passing from this country than 
we are providing for the convicted or 
alleged criminal who has stolen an au­
tomobile. ' I do not think we should do 
this carelessly. I think we should do this 
with a great deal of concern and realize 
exactly what we are doing here. 

Mr. Speaker, the 1ssue is the fourth 
amendment. We are not dealing with 
drugs. I ha d an amendment in the Com­
mittee on 'Banking 11.nd Finance to 
amend the bill and say that we should 
suspect individuals of transporting cash 
for the purchase of drugs before a search 
could insure. This was rejected outright. 
The authors do not ·want to mention 
drugs in the legislation. They want. to 
control people and they want to control 
currency. 

For 2% years now there has been in­
vestigations of the large amount of cash 
in the Florida banks. There has been but 
one case where they related excessive 
amounts of cash to drug trafficking. This 

neit .cr p:-o ·cs ntlr d ~ a , ,Jro\c,, ·1:3 t'le 
currency is arriving in tne Florid banks. 

Mr. Speaker, we m!i;ht ask ourselves 
what good is it to stop a private citize~ 
and search h1m .on the border. How is 
that going to explain why there is ex­
cessive cash in some bank? 

Another thing: Why do we not ask 
ourselves, How do we achieve drug con­
trol by making wallets contraband and 
insinuating that currency is contraband 
without any proof of the fact that it was 
involved with crime or even was it sus­
pected to be involved with crime~ The 
same people who want this power cannot 
detect tons and tons of marihuana com­
ing into the Nation. How can they de­
tect a. traveler's check by going through 
our wallets 11' they cannot even spot the 
ships and the planes used to bring in the 
marihuana. I think it is rather remark­
able to think that by giving them this 
right or this privilege bf looking in our 
wallets and searching our suitcases and 
for that matter it will probably involve 
wiretapping as well; will help to curtail 
the illegal drug trade. Much of the cur­
rency is transferred through wire serv­
ice and, therefore, I believe, and others 
have agreed, that this legislaiton could 
imply that wiretapping would be per­
mitted as well. -

Mr. Speaker, th~ other important thing 
I think we ought to realize is, there are a 
lot of dollars showing up in Florida 
banks 'for one reason or another. If we 
pass legislation like this, this will do but 
one thing 1f it is involved with drugs and 
if it is illegal. The point is that money 
will leave the bank. That money will go 
underground. It will do _you no good at 
all. To me it would be an asset to .know 
the money is in the bank. You can check 
and follow it and use these deposits as 
evidence. But to take away the privilege 
of an individual leaving this country ' 
wihout a search is a dangerous precedent 
to establish. 

The SPEAKER pro tempore. The time 
of the gentleman has expired. 

Mr. WYI.JE. Mr. Speaker, I yield the 
gentleman 1 additional minute. 

Mr. PAUL. Mr. Speaker, I thank the 
gentleman. 

Mr. Speaker, it has been pointed out 
this is nothing unusual because we have 
been looking in suitcases by customs of­
ficials for a couple hundred years. How­
ever, this is always coming into the coun­
try. We have never searched our people 
as they leave the country. This is a 
drastic change from what has been tradi­
tional and I think we must be very care­
ful not to succumb to the temptation, no 
matter how well intended, to do some­
thing like this. 

"The ACLU, the American Bar Associa­
tion, as well as the National Association 
of Criminal Defense Lawyers, all agree 
that this legislation is unnecessary and 
it is not constitutional. The one point 
that the American Bar Association 
makes is that if you start to check peo­
ple leaving the country arbitrarily, it 
will be definitely different than checking 
everybody coming into the country be­
cause you will be discriminating. There 
is no indication they intend to search 
everybody leaving so, therefore, they in­
dicate if you are arbitrary in your 
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searches it would be tha t m uch more 
unconstitutional. 

I would like to further explain my po­
sition and express strong opposition to 
this leirtslation. 
H .K.. 5981: A THREAT TO OU'& CONSTITUTIONAL 

FREEDOMS 
Today we are asked to amend the Cur­

rency and Foreign Transaction Report­
ing Act, better known as the Bank 
Secrecy Act of 1970. It has been mis­
named "the Drug Trafficking Act." It 
would be better called "the act to repeal 
the fourth amendment." The most basic 
issue invloved in this legislation today 
is -whether or not this Congress will re­
spect and uphold the fourth amendment. 
To refresh our minds, let me read ex­
actly what the fourth amendment· says: 

The rlght o! the the people to be secure In 
their persons. houses, papers, and effects. 
agalnst unreasonable searches and seizures 
shall not be violated, and no warrant shall 
Issue but upon probable cause supported by 
oath or e.lflrmatlon, and particularly describ­
ing the place to be searched and the per­
son and things to be selzed. 

This bill, if passed, Will give the Fed­
eral authorities permission to search any 
law-abiding citizen as he leaves the 
country. This will be the first time that 
this has ever come about in our 204 year 
history. The question that we we must 
answer today is, do law-abiding citizens 
dFserve the same protection from unrea­
sonable 'search and seizure as hardened 
criminals? · 

In this day and age, evidence gathered 
by the police in criminal cases can never 
be used in court if it was gathered in 
violation of the Constitution. So how can 
we suspend the Constiti,ttional protecti:on 
of law-abiding citizeris in their routine, 
travels out of the country? In a recent 
case in California, the California Su­
preme Court held, and the U.S. Supreme 
Court upheld by refusing to hear, the 
right of even car thieves to the privacy o! 
concealed contents they place in stolen 
vehicles. This came from a case where a 
car thief had his suitcase, found on the 
back.seat of a stolen car, examined with­
out a search warrant. It was upheld that 
the police could not look in a suitcase 
even in a stolen vehicle without a proper 
search warrant. I! H.R.° 5961 becomes 
law, it means that the customs author­
ities will be abie to look in our suitcases, 
in our wallets, and in our mail, without 
a search warrant. without even a suspi­
cion that a crime was being committed. 
All that the authorities must suspect is 
that one is leaving the country with 
funds. 

H.R. 5961 makes it a crime to trans-
- port or even attempt to trans'"'ort mone­

tary instruments out of the country. A 
good clear definition of attempting to 
leave the country ls unavailable. 

Monetary instruments, as defined in 
the 1970 Act, mean coin and currency of 
the United States. In addition, such for­
eign coin and currency, and travelers' 
cheques, bearer negotiable instruments, 
bearer investment securities, bea rer se­
curities and stock with title passing u pon 
delivery, or the equivalent t hereof, as the 
Secretary may by regulation specify. 

The most serious threat to our consti­
tutional freedom is that this legfsl;.. ~ion 
wUI permit wnrro.ntless s ·arches upon 

probable cause of all individuals leaving cause a ttempting to murder someone is 
the country. also a crime. But this is an incredible 

Wha t we are doing is m aking monetary compar ison, for leaving one's country 
instr uments equivalent to contraband- with one's assets certainly cannot be 
a new and strange concept. equivalent to a ttempting murder . At-

It is not necessary that a crime be tempting to leave the country with one's 
suspected. Also there need be no sus- assets should never be assumed to be a 
picion of th e concealmen t of eviden ce of crime in a free country. It might be wise 
a crime. On ly the fa ct that an individual for us to remember that point 4 in the 
may be carrying monetary inst ruments Communist manifesto was the conf!sca-
is required. · tion of the property of all emigrants. 

This bill also sets up an informer pro- This legislation ls obviously written 
gram rewarding neighbors for turning in !or the purpose of international currency 
their neighbors, with a top payment of control, to limit emigration, and to di­
$250,000. minish our freedoms. This is what · is 

This bill will permit the search of any -going to occur with thla legislation, re~ 
vehicle, vessel, aircraft, envelope, per- gardless Of the good intentions of its 
son, or container. With this massive authors. 

·sweeping power, it will not be surprising The American Civil Liberties Union 
if wiretapping were permitted as well. the American Bar Association, and th~ 

It is stated that the customs authority, National Association of Criminal De­
provided in the Act of 1789, permits such fense Lawyers are all on record as oppos­
sweeping power. It must be noted that ing this legislation. 
the fourth amendment was ratified 3 Let me quote from the statement by 
years after the customs authorities re- Prof. Leon .Friedman, who represented 
ceived their pcwer. Also, 1t has been the American Civil Liberties Union be­
traditional only that individuals, upon fore both the House Banking Committee 
entry into the country, were examined and the Ways and Means committee: 
for contraband and illegal goods. This - t The blll would revolutionize exist ing laws 
will . be he first time that individuals with respect to International travel g•eatly 
leavmg the cot.mtry would be subjected burden and Inconvenience lnnoce~t - cltl­
to a search. . - zens, and violate the right to privacy or mtl-

One must ask, how will stopping people Hons o! Americans. It Is the position. or the 
leavin g the country, and opening up their ACLU that H.R. 5961 ls probably uncons tltu­
suitcases, explain how large amounts o! t1onal, certainly undesirable and it ls abso­
cash end up in certain banks in Florida. lutely unnecessary In any event. 
It seems to me , that _the two are In Carol against United States 0925) 
unrelated. the Supreme Court said: ' 

Since our authorities are unable to But those lawfully within the c~untry-have 
detect tons of marihuana coming into a right to free passage without lnterruptlon 
the country, how is it that these same or search, unless there ls known to a compe­
peciple will be able to seek out and detect tent official authorlzed to . search probable 
travelers' cheques and other securities? cause !or belleving that thelr vehlcles are 

The United States has used as a quali- catrying contraband or lllegal merchandise. 
fication for loo.ns an open emigration In this case, it is obvious tha t we must 

· policy by other nations, and yet, here we make our wallets and our suitcases 
are closing our doors and prohibiting equivalent to contraband. 
emigration under certain -circumstances. The courts have very definitely over 

The full Banking Committee would the years ma-de a sharp distinction be­
have no part of limiting this bill to de- tween examining a person leaving a 
tecting drug trafficking or other white- country versus one coming into the 
collar criminal activity_ The open-ended, country. In Kent against Dulles (1958) 
a.II-inclusive, sweeping powers is what this distinction is made very clear: ' 
was desired, and my amendment to limit In that case, a passport' was refused to 
this bill to drug trafficking was rejected Rockwell Kent by the Secretary or State on 
outright. the grounds that he was a Communist and 

It is claimed that the dollars showing conslstently adhered to the Communist 
up in the Miami banks are reflective of Party line. The State Department argued 
drug activity. If this is the case, it seems that lts rlght to withhold a passport was 
to me that it would be of great benefit necessary to protect the country's Internal 
to the authorities to have these bank ac- security. The Supreme · Court rejected that 

argument. . .. The court noted that the 
counts ava ilable for inspection. With this right to leave this country and travel 
type of legisla tion, the dollars will be throughout the world "ls a part or the Uberty 
driven underground, and less iriforma- or which the cltlzen cannot be deprived 
tion will be available to us in detecting without due process or law under the Fifth 
the drug trade. Amendment · - - Freedom ot movement ts 

For more than 2 years now, intensive basic In our scheme o! values. 
investigation has been underway in try- Quoting again from the testimony o! 
ing to correla te the excessive cash in the Pro!. Leon Friedman: 
banks in Florida wi th the drug trade, and Congress should not take thls revolu tlon­
yet there has been only one proven cor- ary step without a more careful consldera­
relation. t!on of the deslrablllty or · searches . . . . In 

U the drug t r ade is the main motiva- summary, the ACLU ls totally opposed to the 
tlon for this legislation, why Is it that provisions o! H.R. 5961 permlttlng a search 
we a re again just as concerned a bout o! American cl tlzens leavlng this country. 
currency in the country as well as out o! STATE:!>tENT ON BEHA'"F OF AMERICAN CI'JIL 
tl e country, for were it due to drug LIBERTIES U NION ON AMJ'!NDlNG THE BANK 
trade, we would be concerned about sccaEcY AcT 
dru ~ coning in and m oney going out. :-.rv name ls Leon Frledman and r am a 

Prof•"' sor o! Law at Hofstra La\V !'chool ln 
L :.a:: bte:1 &.id that t• 'mpt1ng to He.. •ad, N"~·;; York, teachlng crlmJn~1 

k v;.~ t!rn ro:mtry shoulc 1: ~ crim'! b<•- pror <::re l\nd cons ltuttonal law. I welc -r • 



H ::;ss 

I I 
I ,. 

' I 

C01 ~GRES ... IONA!. r ~coRD-HOUSE July .88, 1!J80 
thl& opportunity to testUy on behalf of the But c/. Al.,,,eid4-Sanchez v. United Statea. 
American Civ11 Liberties Union concerning 413 U.S. 266 ( 1973) (roving patrol search of 
H.R. 5!161. The proposed bill adds various car ru>t permltted ). 
provisions to the Bank Secrecy Act, 31 U.S.C. It Is obvloU8 that the national interest ln 
U 1101 (a), 1105. Our particular concern 11 searching incoming travelers la o! a. dltrerent 
the proposed amendment to Section 1105 order than searching those departing. Such 
which allows "any customs omcer" to "6top border searches m.e.y be necessary to keep out 
search 1md examine any vehicle, vessel, air· contra.band that might have he.rmful el!ecta 
craft ... envelope or other container, or within the cou~try. N6 nation wants Ulegal 
person e11terlng or departing !ram the United arms or narcotics or other dangerous object.a 
Stat es on which or whom be &hall have Introduced Into the nation. Customa lawa 
reasonable cause to suspect there are mone• require ' duties to be pa.Id on cert&ln mer­
tary Instruments" for which a report ls re· chandlse. Each country requtres that guestl; 
quired under the Act. Into the country have proper visa. documents. 

What the proposed bill would do ls to Border searches o! those coming ln a slroply 
permit every person leaving this country to an e.spect of natl.anal sel!-preserva.tlon. aa 
be physically searched a.nd every piece o! recognized ln the Carroll case. This govern­
luggage or container down to an envelope to ment Interest weighs heav11y when mea.sured 
be searched without a warrant oy any cus- against other personal rights. Even here, 
toms officer on his reasonable suspicion that however, the personal right to travel la 
the person or container, might have more protected by the reasonableness requirements 
than $5,000 in monetary instruments which o! the F.ourth Amendment. See Almeida. 
were not reported as required by law. Sanchez v. United Statea, suprci. 

The bill would revolutionize existing Jawa The government interest 1n searching 
with respect to International travel, greatly travelers leaving the country cannot be justl­
burden ·and Inconvenience Innocent citizens fled In the same way. There a no comparable 
and violate the right to privacy o! million• Interest ln national self-preservation that 11 
of Americans. It la the position o! the served by such a search. Travelers leaving 
A.C.L.U. that H.R. 6961 ls probably uncon· the country are protected by the fullest pan­
st!tutlonal, 1s .certainly undeairable, and lt . oply o! constitutional rights and the govern• 
ls absolute!y unnecessary In any event. ment interest that 11 measured again.st those 

CONSTITVTIONALITT rights IJi not as strong . . 
At present there 1a no statutory authorlza· The Supreme Court decision ln Kent v. 

tlon for any search o! the physical person Dulles, 357 UB. 116 (1958) of.lllderscores th1s 
of Americans as they leave this country. Sec• distinction. In that case a. passport was re­
tlon 401 (a) of Title 22 permits the seizure fused to Rockwell Kent by the Secretary of 
of 1lleg8l arma or munitions upon a show- State on the ground tha.t he wBB a Com· 
tng of probable cause that the arms are being munist and consistently adhered -.. to the 
exported In violation of law. But this sec· Communist Party line." The State Depart­
tlon relates .to th·e seizure of goods gene· ment argued that !ta right to withhold a 
rally In large containers and not likely to be passport wa.a necessary to protect the coun­
found on a person leaving the country. Fur- try's internal security. The Supreme Court 
thermore the law requires probable cause rejected that argument. It held · that the 
before any seizure can take place. Section statutory authority granted the Secretary did 
1581 of Title 19 broadly allows customs to not permit him to withhold passports on the 
search vessels or vehicles violating the navl· .asserted grounds. The Court noted that the 
gatlon or other laws o! the United States. ~ right to leave thiB country and tra.vel 
Once again there la no reference to the throughout the world "1B a part o! the -
search of persons. 'liberty' o! which the citizen cannot be de-

There a.re laws permitting the search o! prlved without due process of law under 
persons as they enter the United states. See- ~he Fi!th !>mendment." 357 U.S. at 125. 
tion 482 of Title 19 permits the search of Travel a.broad, llke travel within the coun­
vehicles and persons on which or whom a try, may be necessary for a livelihood. It 
customs officer has "reasonable cause to sus- may be as close to the heart o! the 1ndlvl4· 
pect there ls mercbandise which was 1.m• ual a.s the choice of wha.t be eats, or wears, 
ported contrary to law." It is this statute or reads. Freedom of movement ls basic in 
wblch is apparently the model for H.R. 59el. our scheme o! va.lues." -

The dl.l!erence between a search o! a per- To burden that freedom o! movement by 
son coming Into the country and one leaving permitting searches o! millions o! Americana 
the country is crucial to ·the understanding who travel abroad on the be.sLs of "reason­
of the defects In the proposed law. In the a.ble cause" would violate the principles of 
leading case on the subject, carroU v. United Kent v. Dulles. This 1a not a. situation where 
states. 267 u.s. 132, 153-54 (1925) the Su· customs omcials a.re looking for contraband­
preme Court said: narcotics, Ulegal guns, a.nd the llk&-ar items 

"Travellers may be .•. 6topped In crossing o! commerce !or which no duty has been 
an 1.nternatlona.l boundary because o! na- pa.Id. Customs omcera wm be looking for cur­
tlonaJ self-protection reasonably requiring rency, travellers cbecka, bank drafts, which 
one entering the country to Identify himself every single traveler must have ln some 
as entitled to come in. and his belongings a.a quantity. Every American Is a potential te.r-
etrects which may be la.wfully brought In.~ get for a. :full body search . On what basis 

The Court added: can a. customs omclal decide tbat one travel· 
- "But those lawfully wt thin the country . . . er .has more or less than $5,000 ln .monetary 

/ 

have a right to free passage wlthqut inter· Instruments which he has not reported? The 
rupt!on or search unless there is known to a standard is impossible to apply ln this con• 
competent omclBl authorized to see.rch, prob- text without a. potential for abuse or enor· 
able cause !or believing that their vehicles mous proportions. 
a.re carrying contraband or lllegal merchan- The Supreme Court has but recently em-
dlse." · phasized the Importance of proper standards 

This distinction has been upheld in a long for searches o! American citizens. Ybarra v. 
series of Supreme Court cases permlttt.ng Illinois, 48 U.SL.W. 4023 (November 28, 
b order searches ln a variety of sltuat!on.S. See 1979) . In that case the state o! Illinois had 
United State.r v. Ramsey, 431 U.S. 606 (1977) passed ti law permitting a search of anyone 
(permitting warrantless see.rch of incoming on premises being see.rcbed pursuant to a. 
lnternatlona.l letter mall). United Sta.tea v. search warrant. The defendant was 1n a bar 
Brignoni-Ponce. 422 U.S. 873 (1975) (roving when the police came ln with a search we.r­
p atrol may stop CB.I' nea.r border 1! reasonable rant looking !or heroin. Each patron o! the 
suspicion exists that lllegal a.liens may be bar was patted down. When a police officer 
present) (United States v. Martinez-F uerte, felt a cigarette pack on one p atron. he took 
4.28 U.S. 543 ( 1976} (stop but n ot search o! It from him and found some heroin in tin· 
car at fixed point near border permitted). foll packets. The Supreme Court found that 

the Illinois le.w permi-:tlng 5UCh a. cearch WP. 
unconstitutional. The search ID that case 
could not be JustHled as a Terry search for 
weapons. Terrv v. Ohio. 392 U.S. l (19Jl8). 
The Court emphasl.zed that any search on 
less than probable cause must be carefully 

.scrutinized. "The Terry case created an ex-
t:eptlon to the requirement of 'probable 
cause,' an exception whose 'narrow scope' 
this Court 'ha.a been careful to ma1nta.ln.' " 
48 u .s.L.W. at 4025. Only tr a police omcer 
haa a reasonable relief or suspicion may a 
search be made and tll.e search m!J.!t onzv be 
/or weapons, not contraband ln general; 
"nothing in Terry can be understood to allow 
a generalized 'cursory search for weapons' 
or, indeed, any see.rch whatever for anything 
but weapons.M 

In anything except the search for weapons, 
the normal probable_ cause standard must be 
applied. "The 'long preva.Ulng• constitutional 
standard of probable causes embodies •the 
best compromise' that h&& been found for 
accommodating the often opposing interests 
In 'safeguard(lng) citizens from re.sh and 
µnreasonable Interferences with privacy• and 
In '6eek(lng) to give fa.Ir leeway !or en!orc­
lng the law In the community's protection.'" 
Ibid. at 4026. 

In another case, Dunaway v. New York, 442 
U.S. 200 (1979) the Supreme Court held that 
custodial questioning or a suspect based 
on reasonable suspicion- opposed to prob­
able cause--vlolated the Fourth Amendment. 
In that case a defendant was brought to a 
police station but not arrested. Be was ques­
tioned abo~t a k11ling that occurrid. After 
an hour, he confessed to the crime. The state 
agreed that there we.a no probable cause to 
e.rrest the defendant before his confession. 
The issue then became whether he could 
be tak~n Into custody and questioned based 
only on a reasonable suspicion that he com­
mitted the crime. Once again the Supreme 
Court emphasized the Importance of probable 
cause aa a constitutional stande.rd and the 
limited nature of searches or seizures that 
could be accompllshed under a reasonable 
suspicion standard. · "The central ll)lpor­
ta.nce o! the probable cause requirement to 
the protection o! a. citizens' privacy afforded 
by the Fourth Amendment's gue.ra.ntees can­
not be compromised .... Hostility to seizures 
based on mere suspicion was a prime motiva­
tion for the adoption of the Fourth Amend· 
ment .... The fam11iar threshold standard 
of probable cause for Fourth Amendment , 
seizures reflects the "benefit of extensive ex­
perience . . . and provides the relative .sim­
plicity and clarity necesse.ry to the imple­
mentation of a workable rule." 442 U.S. at 
213. See also Delaware v. Prouse, 440 U.S. 648 
(1979) (random checks for driver's license 
and proper vehicle registration not permitted 

on less tha.n articulable reasonable suspi­
cion). 

Last year the Supreme Court. ln an unant. 
mou~ decision written by Chief Justice Bur. 
ger, declsred unconstitutional a Texaa law 
that required a citizen to Identify himself 
when asked to do so by a police omcer. Braum 
v. Texas, 443 U.S. --- (June 25, 1979). The 
Court held that even asking !or ldentitl.ca­
tton was a "seizure" within the meaning ot 
the Fourth Amendment. Altbough the omcer 
claimed that the defendant looked suspi­
cious, the Court found that objective !acts 
on suspicion were lacking. 

DESIB.AllILITT 

Congress must decide whether It v.1.shes to 
grant customs omclals this broad power to 
search every American lea'l'ing this country 
and every container and piece of luggage 
with h im down to an envelope looking !or 
monetary Instruments of $5000. The statu• 
tory standards "reasonable cause to suspect" 
ls so minim.al In terms of the search for 
money that every American 1a a potential 
target for a search. 'l'he Supreme Qourt easel 

I 
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listed above Indicate that any stand ard be­
low probable cause must be narrowly con­
fined to special situations such as the need 
to protect the physical se.!ety o! an_ omcer. 
Obviously we have nothing like that situs-

- tlon here. 
In only one other provision- in the U.S . 

Code dOes the term "reasonable ca.use to sus­
pect" ex!St (besides the customs provision 
previously mentioned). Section 1357(c) o! 
Title a permits a. search e..nd sel.zure when 
there Is reasonable ca.use to suspect that an 
Illegal a.lien Is a.bout to enter the country. 
Such searches a.re o! a. totally d11ferent na­
ture and Involve the considerations men­
tioned In the Carroll case. Congress should 
not take this revolutionary step without a 
more careful consideration o! the deslrab!l­
lty of such searches. 

NECESSITY • 

There Is no showing me.de by the govern­
ment for the need for this kind of change. 
Unless a.nd \intll the government can show 
that serious abuse exists and can be solved 
In no other way should Congress even think 
of this type o! provision. 

I'Il summary the ACLU Is totally opposed 
to the provisions of H.R. 5691 permitting a 
search of American citizens leaving this 
country. 

AMERICAN BAJt AsSOCIATION-P..EPORT TO THE 
HousE OF DELEGATES . 

SECTION OF CRIMINAL JUSTICE 

Recommendat!on. 
(This report with recommendations has been 

approved by the ABA Criminal Justice Sec­
tion council, but not by the ABA House o! 
Delegates or Board o! Governors. Until 
approved by the House or Boa.rd, It d~s 
not constitute ABA Policy.) 
The Crlm.lna.l Justice Section recommends 

adoption o! the following resolutions: 
Resolved, That the American Bar .Associ­

ation opposes H.R. 5961 (96th Congress). or 
similar a.men.dme.nts to / the Currency and 
Foreign Transactions Reporting Act. 

Be it further resolved, That the American 
Bar Association supports legislation slmlla.r 
to the forfeiture provisions for lllega.l a.l!en 
amuggllng (8 U.S.C. 1324(b)) to prote!)t In­
nocent owners of xncneta.ry Instruments. 

llEPOKT 

In.troduct!on. 
Legislation has been Introduced In the 96th 

Congress (H.R. 5961) by Congressman John 
J. La.Falce (D-N.Y.)) to a.mend the Currency 
and Foreign Transactions Reporting Act 
(which Is pa.rt of the Bank Secrecy ·Act). The..t 
Act, passed: In · 19'70, now requires ·anyone 
transporting In or out ot the U.S. "moneta.ry 
Instruments" In excess of $5,000 to file a 
form.al declaration (31 U.S.C. UOl(a.)). Fail­
ure to do so many result In' a. criminal pen­
alty (31 u.s.c. 1058; one year or $1,000), a. 
civil penalty (31 U.S.C. 1102, an a.mount equal 
to the monetary Instruments), and a for­
feiture (31 U.S.C. 1102) of a.11 the tunds. In­
cluding that less than $5,000. Ivers v. U.S., 
681 F.2d 1362 (9th Cir. 1978). 

These statutes were expressly aimed at 
narcotics dealers whose funds could. be mon­
itored or seized pursuant to these provi­
sions. The broad penal provisions cover any 
monetary tra.nsfer--even though no connec­
tion with narcotics Is establ!shed. The sanc­
tions follow trom a !allure to disclose. Some 
courts have required a. notice (a. sign at the 
airport would be sufficient). The ta.tute 
requires notice o! the sta.tua of the trans­
port er, des tination, consignor and consignee, 
and type of Instrument (31 U.S.C. llOl(b)). 
Failur e to file may result In the forfeiture o! 
the funds belon ging to innocent thJr d par­
ties, although federal admlnlstrators may, 
In their generosity, grant relte! or r emission 
(31 U.S.C. 11C4) . 

H.R. 5961 (copy of which Is a t tached to 
this report ) h as three principal compo­
nents--an "attempt to transport" provision. 
warr a.ntless searches, and compensation for 
!nforma.nts-iill of which a.re deeply trou­
bling to the Section or Criminal Justice. As 
a result, we urge the American Bar Associa­
tion to go on record in oppool tlon to the 
legislat ion. 

STATUS OF THE LEGISLATION 

H.R. 5961 was reported out of the House 
Bank.Ing Committee on March 18, 1980, and. 
as ot date or this report, was pending In the 
House Ways and Means Subcommittee on 
Trade. Hearings were held by that subcom­
mittee In April, and It Is expected that mark­
up- wlll begin shortly. A companion bill, S. 
2236, sponsored by Sena.tors William Prox­
mire (D-Wls.) and Lloyd Bentsen (D-Tex.) 
ls pending in the Senate Banking Comm.!t­
tee. The bill has received support !rom the 
Depart ments of Treasury and Justice and the 
Drug Enforcement Admlnlst ra. t lon. Nonethe­
less, the Section believes that there a.re seri­
ous deficiencies In the legislation-no matter 
how worthwhile Its objective ot reaching 
narcotics tra.Jnckers--whlch must be ad­
dressed, and opposed, by the organized bar. 

PROBLEMS IN H.R. 5961 

We will separately address the three 
focuses o! H.R. 5961 and point to the prob­
lems which we see In ea.ch: 

(1) Attempt to transport: ·While recog­
nizing the worthwhile· law enforcement ob­
jectives of the proposed "attempt" provision 
In H.R. 5961, we belleve It fs Improperly 
drafted. As such, It would lead to a broad ex­
pansion' of existing law. The present statute 
covers the !ndlv!dua.l who "transports or 
ca.uses to be transported monetary Instru­
ments." 31 U.S.C. llOl(a.) (1). The addition 
of "attempts to transport" ls Intended to 
reach the person departing at an airport, !or 
example--for that person ls not outside the 
U.S.. but ls a.bout to commit the otrense. 
Under the present statute. law enforcement 
omcers must wait until a. person has actually 
left the country before arresting him or her. 
The proposed attempt prov1alon has not been 
Hmlted to the Immediate departure area.. 
however. The expanded statute could also be 
a.ppl!ed to a b"'nk messenger In New York 
City l! he had ta.ken one step lea.ding toward 
delivery outside the U.S. Money oc security 
transactions over $5,000 a.re not uncommon. 
The creation of attempt without limitation 
to · the stated need of reaching narcotics 
trafficking, and without the llmltatlon to the 
departure area. setting, Is unwarranted. As a. 
result, the Section believes this change In 
current law should be opposed. 

(2) Wa.rra.ntless searches: Searches may be 
conducted without a warrant under current 
law at · ports of entry, the border, or "func­
tional equivalents" of the border. A pat­
down ' (Intensive or otherwise) Is permitted. 
but case law Interposes some limited re­
straints (less than probable ca.use) on a. 
"strip .search" ("reasonable suspicion") or a. 
"body cavity search" "("plain suggestion"). 
For body cavity searches, some believe there 
should be the Intervention of a. maglsti;a.te 
(search warrant). Telephonic warrants 
(F.R.Cr.P. 4l(c)) make the judlclal officer 
readlly accessible. H.R. 596l's provision would 
abrogate or ell.m!nate the warrant a uthori­
zation now contained 1n 31 u .s .c. 1105(a.), 
which extends· to persons. J! a search war­
rant Ls presently required !or a. detained 
locked footlocker (U.S. v. Ch.adw f.ck, 433 U.S. 
1 (1977)) or an unlocked suitcase (Sanders 
v. Arkansas, 442 U.S. 753 ( 1979)), It should 
also be n ecessary !or dera.t ned persons. 

The proposed amendment would expand 
.the warra ntless search now allowed to depart­
ing vehicles and persons. The propriet y of 
.. tch searches at the bo rc:!e r b :.s bPen ap­
proved b y one Circuit (U.S. v. Sta-riley, 545 
F .::! <! 661 (9 th Cir. 1979) . Cl'!"t. 1c .• d '··' il U .S. 

917 (1978)), but the proposed s t a tutory 
change In H .R. 5961 does not lndlca.te at 
what place t hose wa.rr antless searches would 
be authorized. This Is a. major deficiency In 
the b!ll which deeply concerns our Sect ion. 
Further, the opportunity for such wa.rrant­
less searches would greatly Increase wit h the 
expansion of the statute to Include 
"attempts"' (as described above). 

This new wa.rran tless search procedure 
would authorize a. ."reverse customs search," 
permitting searches of all persons and ve­
hicles leaving the U.S. Although a mecha­
nism for the search of all persons under this 
proposal. .may not be feasible or sound publ!c 
pollcy. searches conducted on a. select ive 
basis would be !mperm1sslbfe. Delaware v. 
Pro=e:, 440 U.S. 648 (1979). 

(3) Compensation of !n!orma.nts : The leg­
!Slat!on would amend the statut e by provid­
ing large-sea.le payments (25 percent of the 
a.mount seized or not more than $250,000) 
!or ln!orma.tlon on non-disclosures that re­
sult In seizures of more than $50,000. The se­
rious danger of providing such payments, 
however, Is not addressed by the sponsors. 
Th&- undue incentive could lead to ma.nu­
!a.ctured or manipulated vlola.t!ons.-wh!ch In 
themselves m.Jght be minor or technlcal­
where, we !ear, the word ot the !n!orma.nt 
m.Jght be treated as sacrosanct. A substantial 
reward could be obtained !or a. tor!e!ture that 
ls In no way connected with a narcotics 
tra.nsactlon--or with any criminal. miscon­
duct. It a financial Incentive Is necessary, It 
should not result In a. !l!et!me wlnd!a.11. Bal­
ancing the need !or Information against the 
known dangers o! !n!ormant testimony, the 
reward provision should be ma. ter!a.lly 
reduced. 

Under H.R. 5961, the reward would not be 
avaUa.ble to an "oIDcer or employee" of the 
U.S. or of state or local government, yet no 
bar Is ma.de to payments to pa.Id govern­
ment informants. This Is yet another defi­
ciency In the leglsla. t!on. 
NEED FOR LEGISLATION TO PROTE CT INNOCENT 

OWNZRS OP MONETARY INSTl?UMENTS 

In February, 1980, the ABA House o! Dele­
ga.te&, at our Section's recommendation, went 
on record In opposition to amendment s to 
Section 274 'o! the Immigration an~ N"'­
tlonal!ty Ac.t Qf 1952, since, under that legia­
la.tion. there were no due process prot ections 
tor Innocent owners when vehicles used In 
allen sm~gllng were seized. Similarly, we 
urge the House o! Delegates to support leg­
islation comp'!-l"able to existing for!elture 
provisions !or !!legal a.Hen smuggllng ( 8 
U.S.C. 1324(b) (copy of which Is attached) to 
protect Innocent owners o! monetary Instru­
ments seized under the Currency and Foreign 
Transactions Reporting Act. As we poin ted 
out In our February report to the House of 
Delegates, l! the owner Is Innocent, he or she 
should be restored to the status quo ante. 
Forfeiture proceedings should not be used as 
a device to penal!ze wi t hout due process 
protections. _ 

Respectfully submitted, 
RICHARD E . G ERSTEIN, 

Chairperson. 

UNREASO NABLE SEARCH? OPPOSITION M O UNTS 
TO PENDING AMENDMENT TO THE BANK 

SECRECY ACT 
(By Shirley Hobbs Sch el.bla.) 

WASHINGTON.-Tn a. h ighly unusual a.bout-
face, Rep. John J. Cavan augh (D., Neb .) 

· now Is opposing a. b!ll he originally spon­
sored .. It's an amendment to the Bank Se­
crecy Act t he Admin istrat ion Is promoting. 
oste nsibly as a. m eans o! curbing t raffic In 
drugs. "I figc1red we should do a n yth tm; \\ e 
co u ld t o curta!l this, " says Savanaugh. "I 
la ter learned that we were making ne<:e5-
sary and leg1tlml\te conduc t tllegn.f which In 
99 percen t vf the cases would have nothing 
to do with 1:ui; t~a!. ·!r n.;." 




