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CRIMINAL REDISTRIBUTION SYSTEMS AND THEIR
ECONOMIC IMPACT ON SMALL BUSINESS

Grim'mal Redistribution (Fencing) of Goods Stolen From
Legitimate Business Activities

TUESDAY, APRIL 30, 1974

U.S. SENATE,
Serrcr CommrrTes 0N SmALL BUSINESS,
Washington, D.C.

‘The committee met, pursuant to notice, at 10:05 a.am., in room 1224,
Dirksen Senate Office- Building, Senator Alan Bible (chairman)
presiding.

Present: Senator Bibfe.

Also present: Chester H. Smith, staff director and general counsel;
Ernest P. Evans, chief investigator; John O. Adams, minority coun-
sel; and Duncan Chapypell, consultant.

Senator Bisre. The hearing will come to order.

Today this committee begins another phase of its vigorous cam-
paign directed against the activities of the criminal receiver or fence.
Last year during our hearings, we learned much about the immense
damage caused small businessmen and the public at large by these
criminals who provide a redistribution system for the billions of
dollars worth of property stolen each year in this country—$16
billion is the per-year cost of property thievery, according to a
Commerce Department survey. >

LWere it not for this redistribution service of the fence, many
thieves, burglars, boosters, robbers, and muggers would find it ex-
tremely difficult to stay in business. As it is now, countless fences and
their clients not only prosper mightily from the profits obtained
from the sale of stolen goods, but do so at the direct expense of
legitimate business and the consumer. Obviously the losses sustained
from theft and other property crimes are passed on ultimately to the
community through the pricing structure of goods, adding to the
strong inflationary pressures which currently trouble our scciety.

Part of the blame for the ease with which it appears fences can at
present; market stolen goods must rest with legitimate business itself.
As the Chamber of Commerce of the United States stated in its
recent and admirable publication, “White Collar Crime: Everyone’s
Problem, Everyone’s Loss,” “ton many businessmen are supporting
and encouraging a variety of crimes against property.” Just as the
:‘I"JOS Angeles District Attorney said before this committee in 1978:

Too many legitimate businessmen are willing to buy hot merchan-
dise, if it assures them of a higher profit. It 1s impossible to believe

(469)
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that businessmen do not know that they are supporting a multi-
million dollar, illegitimate industry.” *

It is clear that the major responsibility for initiating action

against the fence rests with the various agencies of the criminal
justice system, and particularly, the police. If the “Uniform Crime
Reports,” published by the FBI, and other official statistics are any
guide, this police action has in the past been neither extensive nor
persistent. Apparently, very few offenses of criminal receiving come
to the attention of law enforcement agencies around the country each
year. Even when offenses are detected by the police, very few fences
are successfully prosecuted for the crime of criminal receiving. Na-
tional conviction data are not available.
. How can law enforcement agencies begin to make a significant
Impact upon the activities of the fence? This is one of the principal
1ssues we intend to address in these hearings. Today we shall rezeive
testimony from representatives of the city of Miami Police Depart-
ment who during the past % years have been conducting a most
interesting experiment withia that department in the area of crimi-
nal receiving. This experience should be of direct relevance and
assistance to the thousands of police agencies around this country
whose duty it is to protect citizens against criminal receiving.

On Thursday, we shall hear evidence from representatives of the
Department of Justice about their Federal role in the enforcement of
the laws relating to criminal receiving. Their responsibilities are
obviously broader and extend to regional and national efforts to
interdict the market in stolen goods.

In 1967, the President’s Commission on Law Enforcement and
Administration of Justice noted:

Little research has been done on fencing, despite its central role in professional
crime. More information is needed about the nature of the market for illicit
goods and the extent to which demand for various tyes of goods affects the
incidence of theft. More should also be learned about the relationship of
legitimate and illegitimate markets. Little is known about the pattern of dis-
tribution of stolen goods. It would be desirable to have more information about
the origanization and operations of large-scale fencing operations to aid in the
development of better methods of law enforcement.

We hope that the continuing efforts of this committee are helping
to bridge this information gap in the fencing area. We shall also be
hearing today from an economist, who is also an expert in criminal
justice, about current efforts on the part of researchers to provide
hard data upon which can be based effective measures to deal with
the fence. It is through the combined and sustained work of groups
like businessmen, legislators, law enforcement agencies, and research-
ers that we hope to energize some telling and debilitating blows
against the criminal receiver, and the other parasites he supports.

The committee has subpenaed one witness today. The committee
has initiated these hearings pursuant to authority granted to it by
the Senate. Specific authorization to hold these hearings was granted,
pursuant to the rules of the Select Committee, at an executive session

1 §ee also “An Annlyksis of Criminal Redistribution Systems and Their Tconomic Impact

on Small Business,” stall report prepared for the Select Committee on Small Business, U.S.
Senate, Oct. 26, 1072, 93 pages, .
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on February 1, 1973; and formal notice placed in the Congressional
Record on April 22, 1974. In accordance with rule 3(d) of the
standing rules of this committee, any witness summoned to a public
or executive hearing may be accompanied by counsel of his own
choosing, who shall be permitted, while the witness is testifying, to
advise him of his legal rights.

I first will call upon Bernard L. Garmire, chief of police of the
city of Miami Police Department; accompanied by Dr. R. Kenneth
Keenan, Loraine Strait Petersen, and Lt. Connie M. Woods.

If those four people would come forward, I will administer the

oath to you. Please remain standing while I am administering this
oath. Would you please raise your right hands.
- Do you, Bernard I. Garmire, R. Kenneth Keenan, Loraine Strait
Petersen, and Connie M. Woods, solemnly swear that the testimony
you are about to give before the Select Committee on Small Business
of thé U.S. Senate shall be the truth, the whole truth, and nothing
but the truth, so help you God?

Mr. Garurzre. I do. e

Dr. KzENan. T do. )

Ms. PererseN. I do. . -

Lieutenant Woons. I do.

Senetor Bire, Please be seated.

Mr. Garmire, I am going to call upon you first. I want to thank
you very much for the cooperation that you and those with you have
given to this committee in your attendaiice here today. We are sure
that your testimony here will be most helpful in our continuing
struggle to help the small businessmen. That 1s our goal. ‘

Mr. Garorre. It is good to see you.

TESTIMONY OF BERNARD L. GARMIRE, CHIEF OF POLICE, CITY
OF MIAMI POLICE DEPARTMENT, MIAMI, ¥LA., ACCOMPANIED
BY DR. R. KENNETHE KEENAN, THE MITRE CORPCRATION, TECH-
NICAL ADVISOR TO THE CITY OF MIAMI POLICE DEPARTMENT;
LORAINE STRAIT PETERSEN, ESQ., LEGAL ADVISOR, FENCE
UNIT, CITY OF MIAMI POLICE DEPARTMENT; AND LT. CONNIE M.
WO00DS, PROJECT MANAGER, FENCE UNIT, CITY OF MIAMI
POLICE DEPARTMENT

Mr. Garmire. Thank you, Senator. It is a real privilege to appear
before you here today. We appreciate the efforts that you and your
committee are making on behalf of a better America in which to live.
WIVe of the police service hope to be able to make some contribution to
this. -

Today I'would like to share with you some of the observations that
we have made about a program that is unique, and one that we
believe can serve as a prototype for other agencies across the Nation
in the future.

In QOctober of 1972 the city of Miami was awarded a grant. by the
Law Enforcement Assistance Administration of the Department of
Justice. The grant was unique. Its stated purpose was to establish a
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specialized unit—of eight police officers, one sergeant, one lieutenant,
an accountant, and an attorney—to concentrate on éuppressing the
activities of persons and businesses buying stolen goods, The theory,
simply stated, was that by eliminating the fence, the thief would no
longer be able to convert stolen property into cash and would be
forced to cease his activities. The effectiveness of arresting fences was
to be measured, in part, by its effect on the incidence of the underly-
ing property crimes supporting fencing.

It was anticipated at the outset that the constraints implied by the
existing laws on receipt of stolen property and entrapment would
engender the most difficult problems, in arresting fences. The two
primary requirements of the law—that technically, the property was
stolen and the person receiving it knew it was stolen—gforecast our
later operational procedures. It was to become apparent that inform-
ant testimony is essential to prove knowledge, that positive identifi-
cation of property must be made to establish its stolen nature, and
that a law enforcement officer is precluded by law from utilizing
stolen property which has come into his custody to establish a case
agalnst a fence.

_The fence unit started its activities by asking each officer of the
city of Miami Police Department to supply the name of known or
suspected fences. A training session on surveillance techniques, use of
equipment, accounting procedures and the law relating to receiving
stolen property, entrapment, and searches was conducted. Daily
pawnshop information reports were analyzed. City ordinances relat-
Ing to occupational licenses, reporting procedures, and other business
regulations were compiled. Other agencies—local, State, and Fed-
eral—were contacted, advised of the existence of the fence unit and
asked to supply information on fences in the city of Miami. Instruc-
tlons were given that a fence unit member be called whenever a
burglar or shoplifter was arrested. Other police departments across
the country were solicited for information concerning their proce-
dures for dealing with fences. Prior cases where fences had been
convicted were reviewed. The process of developing informants be-
gan. Data on programs for identifying personal property - were
sought. .

The fence unit began its existence with several assumptions, most
of which have been thoroughly disproven by subsequent experience.
One basic assumption held by unit members was that the city of
Miami contained a limited number of fences upon whom the efforts
of the unit could easily be concentrated. A preliminary estimate was
in the area of 20 to 40 fences; this estimate has been changed to
several hundred. Information obtained from members of the police
department and from informants indicates that each thief probably
has several fences. In one instance, an informant who had been
arrested for shoplifting indicated that he had one fence, As time
went by, he gradually told us about eight other fences—all but one of
whom were arrested—and, it is thought, would have supplied infor-
mation on more fences had he not been rearrested for grand larceny

in another part of Dade County. It is interesting to note that all of
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these fences were conveniently located in the areas where he shop-
lifted, reducing the time for disposition of the stolen merchandise
to minutes.

" It was also assumed that fences dealt primarily in large quantities
of items or extremely valuable items that could not be disposed of on
the street. On discovering the large number of fences, we also discov-
ered that many fences deal in shoplifted goods; these are supplied in
smaller quantities and are not easily traceable. Some corner grocery
store owners supplement  their inventories with shoplifted razor
blades, hot combs, travel clocks, toasters, and radios. If unable to use
the items in their stores, they sell them to other merchants. The
apathetic attitude with which the general public and some elements
of the business community regard the purchase of stolen property
reinforces this practice and encourages the proliferation of fencing.
The thief is regarded as the real criminal and the fence as someone
who merely takes advantage of a bargain.

It was also determined that the fence is a far more important
individual than was originally imagined. The fence was initially
viewed as a passive conduit who, having made his presence known to
appropriate persons, funneled illicit merchandise to final purchasers
at a rate determined by the thief’s activities. The fence, however, was
found to be a key manipulator of both the nature and incidence of
property crimes. By ordering goods, he determines what types of
items will be stolen and when the thefts will occur. Two examples are
illustrative of this finding: a motel owner and fence in the city of
Miami employed swvral prostitutes—who were also addicts—to pur-
chase television sets with stolen credit cards which he supplied. In
return, the prostitutes were provided with living quarters in one of
his motels and enough money to buy drugs. The sets were delivered
to another motel and from there presumably delivered to a storage
place, as no sets could ever be found in the motel. When a sufficient
quantity of sets had been accumulated, they were shipped to South
America. No arrests were made in this case, Our informant refused to
testify, and independent investigation and surveillance failed to
produce sufficient evidence to prosecute.

The second example emanates from a survey initiated by Dr.
R. Xenneth Keenan, MITRE Corporation consultant, serving in the
capacity of LEAA field site representative to the Miami Police De-
partment, and Loraine Strait Petersen, the fence unit attorney—co-
authors of the report “On Fencing,” which has been submitted to this
committee. In the undercover capacity of thieves, Dr. Keenan and Ms.
Petersen indicated to several merchants—small store owners and
pavwnbrokers—selected at random, that they wanted to sell stolen
radios. The proprietor of a religious articles store, while agreeing to
take the radios at one-third of the retail price, stated that he preferred
to buy color television sets. He subsequently placed his order in writ-
ing with Dr. Keenan and Ms. Petersen, offering a set price for as many
color television sets of a particular size as they could provide.

The fence unit also arrived at significant conclusions concerning
methods by which to apprehend a fence. On each occasion when a
surveillance of a suspected fence’s operation was instituted, it proved
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fruitless and a costly expenditure of the fence unit’s time. On one
occasion, the fence unit received information concerning the fencing
activities of a gas station owner—supposedly with organized crime
connections. He allegedly received stolen merchandise at his station
and sent it by means of cabdrivers to a gift shop in which he had an
interest. A surveillance post was set up in a city-owned building
across the street from the gas station and the surveillance revealed
Cabdrivers did come there; that two or three people were seen to
carry small packages out of the station and place them in their
vehicles; and several persons brought large parcels to the station. No
identification could be made of these packages as stolen goods. An
arrest was finally made of both the gas station owner and the gift
shop proprietor, but only because an informant provided information
requisite for a search warrant.

In another instance, information was received about a suspected
fence in a downtown religious articles store. A surveillance of the
Tront of the shop was set up across the street in a hotel room. No
surveillanee was possible of the shop’s back door which opened into
an alley, where the owner kept his car. The surveillance revealed:
The owner left and closed the store for considerable periods during
the day; many people were seen going into the store with packages
and coming out without them; two known thieves were seen entering
the store with property and, when questioned, indicated that the
owner did buy stolen property but that they would not testify.
Several unsuccessful attempts were made to follow the owner’s car.

A coin laundry believed to be the drop for stolen goods was also
owned by the fence, and placed under surveillance. No tesults of
sufficient quality to file charges could be obtained.

Detailed information regarding the fence’s operation, adequate to
satisfy the requirements of the statute, can only be supplied by the
burglar or shoplifter. The development and use of this type of
informant has proved to be the only practical way to proceed in
apprehending and prosecuting a fence, A thief is able to provide the
data concerning the fence’s method of operation, can testify to the
fact that the fence knew the property was stolen and, in addition, is
able to supply information on specific physical evidence in the
fence’s possession, for éxample, stolen goods which he has just sold to
the fence. It is important in developing this type of informant that
he be contacted as quickly after the sale as possible as the time in
which the goods are disposed of by the fence is brief.

_A difficult problem encountered even when the informant is the
thief is the positive identification of the goods by the owner and the
. thief. Tn the case of burglarized goods, the owner appears to be in a
better position to identify his property because through use he has
oftentimes altered it in some identifiable way. Where shoplifted or
new goods are involved, the problem of identification is almost insur-
mountable. Department stores fall to keep serial numbers of serial-
ized inventory items and, because nonserialized items bear no unique
markings, no records are possible. Not.only is the owner unable to
identify his own property, but the thief cannot say with certainty
that this was the precise item which he took.
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Frequently, owners do not know when an item has been taken and
cannot establish that a theft has occurred. This, in turn, affects the
rate at which shoplitting offenses are reported and results in gross
underreporting of such offenses. In this regard, there appears to be
no compelling incentive to report such offenses as the losses are
usually covered by insurance and/or are IRS deductible. On many
occasions, an informant would advise us that he had taken hundreds
of dollars of merchandise from a particular store during 1 week.
‘Upon contacting the store, we were advised that the loss would only
appear during a quarterly or semiannual inventory. On those rare
occasions when a department store could document o loss, the article
could not be positively identified due to absence or lack of a serial
number record. I cannot emphasize enough the magnitude of the
problem of failure to identify property and its influence in maintain-
ing the unimpeded flow of stolen property. Remedial legislation
and/or voluntary cooperation of manufacturers and merchants to
identify property are essential if the distribution of stolen property
is to be curtailed. : :

As I mentioned earlier, the fence unit encountered serious difficulty
in working within the confines of the existing laws pertaining to
fencing, Ms. Petersen, the fence unit attorney, will discuss this more
fully with you. Dr. Keenan will then summarize and comment on the
results of the fence unit activities, including the effect of these
activities on the incidence of underlying property crimes.

In summary of my own observations, we found the number of
fences in the city of Miami to far exceed our original estimates; we
found that some otherwise legitimate businessmen are engaged in
receiving stolen property; we found that the fence plays a greater
role in the commission of the original theft of the property than we
had initially assumed. The use of thief-informants was demonstrated
to be the only efficacious method for acquiring evidence necessary to
prosecute a fence.

Presently, we are using these findings in our continuing efforts to
suppress fencing and the crimes which sustain fencing. The success
of the grant activities has convinced us of the utility of maintaining
a fence unit.

Senator Bmre. Thank you, Chief Garmire, for a very fine state-
ment.

Preliminarily, let me ask you just a few questions about your own
police department in the city of Miami. No. 1, how large is the city
of Miami?

Mr. Garyme. The city of Miami is approximately 350,000 people.

Senator Bisre. That figure embraces just the city of Miami?

Mr, Garsrre. That is right.

Se;mtor Bisre. You have no jurisdiction over the metropolitan
area?

Mz, Garnrrr. No, sir; I do not.

The metropolitan area consists of approximately 1,300,000 people.

Senator Bisre. As I recall it, you have rather a novel system of
government in Dade County, do you not? e
Mr, Garyre. It is called Metropolitan Dade County, sir.
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Senator Brsre. Refresh my memory. Do you have a government
that controls all of the ares within that million-plus figure?

Mr. Garmire. Dade County controls many of the services that are
administered to ths constituents of that county. They do not, how-
ever, have jurisdiction—they have jurisdistion, but do not exercise it
in police matters, fire matters, sanitation, public works matters, and
a number of other activities. They do assume responsibility for health
services. And I would guess it is an approach to the two-tiered-type
government that we hear so much about today.

The service industries, if you want to call them that, or the line
services to the constituents are maintained generally by the political
subdivisions within Dade County.

Senator Brsre. You are answerable, then, to the city of Miami?

Mr. Garmire. That is correct.

Senator Bierz. The city of Miami is governed by a mayor and city
council; would that be & correct statement?

Mr. Garuire. No, sir. :

We have a comm. ssion strong city manager type of government.

Senator BieLe. You are answerable to the city manager?

Mr. Garmime. Yes, sir, that is correct.

Senator Biere. How many people do you have in your police
department?

Mr, Garyare. We have a gross of 1,000 people; of which, approxi-
mately 800 are sworn, and the balance are civilian employees.

Senator Bisre. 800 sworn police officers—men and women ?

Mr, Garmire. Yes, sir; that is correct. ,

Senator Bisre. Has that figure been fairly constant over the last
several years?

Mr. Garmire. No. We have been increasing the number of police
personnel gradually over the past few years. I could not give you the
percentage of increase; but we have a few more people today than we
did last year, and so on.

Senator Bisue. Where do you rank, statistically, in the number of
crimes per thousand in the city of Miami?

Mr. Garmire. Very high, sir—if you are referring to the Uniform
Crime Reports.

Senator Bisre. I am réferring tothr Uniform Crime Reports.

We have to face it; all cities are having an increase in crime. I am
not picking on any particular city. In my own State, the city of Las
Vegas is no particular model or example. This is true nationwide,
wherever you look.

For many years I was the so-called ex officio mayor of the city of
Washington. We did not achieve much. We tried hard; we increased
the police force and tightened it up, but crime seemed to flourish and
increase. I do not know where it stands now. I am sure there is much
left to be done. ' =

Do I understand you correctly that the total number of people that
you assigned to this specialized unit was a total of eight police
officers, one sergeant, one lieutenant, an accountant and an attorney?

Mr, Garsrire. Yes, sir. 3 ‘

Senator Brsue. They operated from October of 1972 until wha
period of time?
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Mr. Ganrumre. Realistically, it was from the first of 1973, through
the year. )

Senator Brsre. It was a calendar year, in effect?

Mr. Garmire. Practically speaking. )

Senator Biere. The experience you are relating here?

Mr. Garmirz, Yes, sir. ) .

Senator Bmsik. That particular grant from LEAA, is that still in
effect ?

Mr. Garnre, No, sir, it is not. .

Senator Bisim. Is there any particular reason why it was not
renewed ? ) )

Mr. Garmmme. After our experience, we decided to integrate the
fencing unit—to maintain its viability—but integrate it with_ our
burglary unit within the department. It seems to make sense. It is
not currently funded. . ) )

Senator Bise. It is not currently funded, but you are still carrying
on some of the activities that were carried on by this unit during the
calendar year 1973, now merged into your Burglary Unit?

Mr. Garsere. That is correct. ]

I might modify that statement by saying that we have subse-
quently received a grant which is denominated by the acronym of
STOP Burglary. This is being supported by LEAA funds, and it is
using some of the techniques and findings that we made during the
life of the original fencing unit. ) ]

Senator Bisre. Is it your opinion, based on this 1 year experlence,
that this special effort against fencing should be continued?

Mr. GarMIRE. Yes, sir. . ]

Senator Brsre. You mentioned a surprising discovery by your
department’s fencing unit of several hundred fences in the city of
Miami. Can you provide any estimate to this committee of the
proportion of these fences who deal in large quantities of stolen
goods and extremely valuable goods?

Mr. Garsrrre. T would estimate that somewhere up to 10 percent of
the gross number of fences operating in our area are probably deal-
ing in valuable goods, and maybe large quantities. They become
extremely sophisticated, and admittedly, our operation during the
first year was one of gathering experience and information which
would enable us, hopefully, in the future to become more sophisti-
cated in our activities. ) . : )

To answer your question, it is estimated thab approximately 10
percent of the fences are dealing “big time,” as they would say.

Senator Bmre. Several hundred fences in the city of Miami is how
many fences? .

Mr. Garrre. T would say it would be a minimum of 200 operat-
ing. )

Senator Bistm. I understand that to date the fencing unit has
made 18 arrests of suspected fences. How does this figure compare
with arrests before the unit was established ? )

Mr. Garmre. We made one arrest during the prior year.

Senator Bisre. The prior year?

My, Garmme, That is correct ; 1972,
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Senator Bipyw, : .
arrosted or Bere. How about the years before that;.did you make any

Sa)lr\’.fjlg ggnferﬁ%gcg; ;11?21}11?;6 that information available; but let me
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> Involved in bringing the fence to justice, and T guess one of t}
main ones s the tremendous difficulty of proof. *
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‘Senator Bieim, This is
when you tale tEho Ll I a very, very hard type of case to prove
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;“ather sxémll Jitems. Nothing of great value, as T recall \iasarlt‘a%ﬁn
ecéoverte 0113' involved in this particular fencing operationi Y
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‘ r sideration. e were out to make
ggieess—%l:?}r?aigybgf%?g,quu dfm%ight ts]ay.‘ And hopefully, the exlgaggg
N £ .OLe, galned irom this type of operation will enable
us to establish priorities in the future g o sophisti.
. ; and : isti
cated_ alzpr%xch to StZ}_us type of enforcemené. develop & more sophisi-
enator Bmre. You say you hs g
| %Ir. G, Ve Y you had 18 arrests of fences?
Senator Bisre. How many of those arrested d
; [ ¢ g ed did you take to court?
Mr. GarMire, Five eventually got to court, that is ;vere either
sezéte.ncgd 0113' found not guilty. ’
enator Bisre. Of the five, how many convietions dj in
Mr. GaRMIRE. A total of three COIlVich\nS. one did you cbtain?

Senator Bisrg, i i
st - What type of sentence was Imposed in these three

Mzr. Gararre, They received probati
Senator Bmre. All three x-ece]i) od probati

3, ved prob ?
Mr. GarMire, Yes, sir. - prebationt

aggierrllgtor Brisre. With a stern lepturg from ﬁhe judge not to do it

Myr. Gararre. T assume so.

‘Se (e BIBLD Th g
+Lc e ere as nOf} & S (’le 1 L )

Mr. Gararire. Not to my knowledge; :

- Senator Bisre. There s i ; i
any Ting b L. e Was not a single one of the three who paid

Mzr. Gardmre. One fine.
Senator Brsrr, There was one fine?
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Mr. GarMIzre. Yes, sir.

Senator Bisru, Was that a substantial fine?

Mr. Garmrzre, $1,000.

Senator Bisre. How does the fencing unit work with other investi-
gative units: the burglary squad, the pawn broking detail, the orga-
nized crime squad and soon? -

Mr. Garmre. Very closely. Of course, as I pointed out in my state-
ment, Senator, at the outset of the funding of the grant, a very deliber-
ate effort was made on the part of Lieutenant Woods and members of
his unit to contact literally every member of the police department,
soliciting from them any knowledge that they might have on sus-
pected fencing activities in their respective areas of the community.
Every law enforcement agency in the area and, for that matter,
many nationwide agencies were contacted, soliciting cooperation. Of
course, the burglary unit, those units having to do with attempting to
recover stolen property, were all consulted. The unit became sort of a
catalytic approach to fencing activities, trying to impress upon the
members of the department the importance of fencing activities as it
pertains to the incidence of erime in our community.

Senator Bmre. Was there resistance within your department as
you 2movecl in this new concept and had an independent fencing
unit?

Mr. Garsare. T would not say that it was resistance, as much as it
was a lack of knowledge of the importance of controlling the fencing
activities in our community.

We are confronted, within the police service, to a certain extent,
with the same amount, or at least a degree, of apathy when it comes
to the enforcement of white collar erime control. It is much more
glamorous, much more appealing, frankly, as a police officer, to arrest
a burglar or a robber, than some innocuous fence. , .

It was a program of education, you might say. And through this
program, we believe we have alerted our people to the magnitude of
the problem and how it is contributing to crime on the streets.

Senator Bierz. Very well; I can understand that from my back-
ground as a prosecuting attorney and as a long-time attorney general
of my State. ) i

How much stolen property has been recovered by the fencing anit
during its period of operation ? .

Mr. Garmrre, Comparatively little, sir. It may seem rather surpris-
ing, but comparatively little property was recovered. As I pointed
out in my statement, it is extremely difficult to identify these things
and return them to their rightful owner. : i

‘We were concentrating on developing experience, developing some
idea of what the magnitude of the problem was; and admittedly, we
took those most convenient and those who were dealing with compar-
atively small items so that we could facilitate as much activity as
possible. ‘ ~

Senator Bisre. Very well. .

What impact do you believe that the arrests and prosecution of
fences by the fencing unit has had on the incidence of burglary and
theft in the city of Miami?
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. Mr. Ganarrre. We believe that there is some impact. We receive this
information, of course, from informants. Informants told us that
very frequently they iere in turn informed by the fences that the
heat was on and they were not going to buy anything now.

Senator Bisre. How, in your opinion, could you improve the
effectivencss of the Fencing Unit, based on almost a year and a half’s
experience with it.?

Mr. Garmire. One of the ways, of course, that we can increase the
effectiveness, is having a change of legislation. The restrictions im-
posed upon law enforcement, on police personnel today, in order to
establish a case, make it virtually impossible for us to operate with-
out informants. So, one of the things that must be done, in our
opinion, to make us more effective in countering the crime, is to
change the legislation. And to develop the ability, of course, to
develop informants—informants, as I pointed out in my statement,
are invaluable in the prosecution of a crime.

These two things would help a great deal.

In addition to this, I think we are going to have to have more
cognizance of the importance of being able to identify articles. In
many instances, we find that the wholesalers and the retailer-distrib-
utors never bother to repert serial numbers, which, of course, are
good identifying marks.

There must be some way, in our opinion, to make these articles
more identifiable, so that once we become effective and successful in
making an arrest, we can go into court and positively identify these
articles. This is a must. Some way, either mandatorily or by coopera-
tion, the manufacturers and distributors of merchandise should be
required to identify these articles through some means—serial num-
bers in most instances. I believe eventua%ly we are going to have to
address the problem of putting some identifiable characteristic on
practically every article that is retailed.

Senator Bmre. Based on your experience, would you recommend
the establishment of a fencing unit in other police departinents?

Mr. Garyire. Yes, sir, very definitely. I believe that this is one
crime that has not been adequately addressed in many areas of the
country. We were not adequately addressing it before we conceived
this idea. And our experience with the fencing unit has proven that
our idea was a valid one. I believe that every department in the
country should consider the establishment of a fencing unit.

Senator BisLe. You have been with the police department of Miami
for 414 years. Prior to that, what was your police experience?

Mr. Garuire. I was chief of police of Tucson, Avizona, for 12 years.

Senator BieLe. How long were you chief of police in' Tucson,
Arizona ? ,

Mr. Garumire. Tyelve years.

Senator Bisre. Do they have any type of fencing unit there? You
Erogtxb%y had some fencing problems, being close to the Mexican

order?

Mr. Garyire. We had a few problems. We did not have a unit, per
se. We did have a burglary unit which dddressed the problem fairly
successfully.

It is a problem, a universal problem.
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Senator BrsLe. Would you enlarge the region that would be covered
by the fencing unit? You say you are only responsible within the
city of Miami; that is some 850,000 people, you said, and the total
metropolitan area is something like 1,300,000. In order to be effective,
should not the operation of the Unit be metro-wide, or Dade County-
wide?

Mr. Gararre. I believe it should, sir. One of the reasons this came
to our attention, the fencing cases had either their inception or
termination outside of our jurisdiction. This required a good deal of
cooperation, of course, on the part of the local jurisdictions.

But I believe for a program to be very effective, there should be an
overall aproach to it as far as jurisdiction is concerned. But this,
in my opinion, should not preclude attention given by the individual
jurisdictions within the county. A very cooperative effort is needed.

I believe that the county could maintain a simple repository of
vital information so far as fencing is concerned, and should work
hand in glove with the local jurisdictions. L

Senator Bisre. Well, what has been the cost so far of establishing
and operating the fencing unit to which you allude in 1973 ¢

Mr. Garvire. The grant that we received from the Law Enforce-
ment Assistance Administration is approximately $142,000.

Senator BieLe. $142,000%

Mr. GArRMIRE. Yes, sir. )

Senator Bimsrr. Is stolen property, antiques and jewelry brought to
the city of Miami for resale to other parts of the country? )

Mr. Garmire. We have reason to believe from experience with
informants that this is.the case. Yes, sir. .

Senator Bsre. I think I understood you to say in you statement
that much of the stolen property was shipped from Miami to places
like Latin America. .

Mr. Garsrre. We have every reason to believe that. Yes, sir.

Senator Brsre. What kind of property is shipped to Latin Amer-
icat

Mr. Gararmre. Our information is that color televisions are sought
after a great deal. We have reason to believe that automobiles are
being shipped. Jewelry and antiques are going south into South
America for distribution. .

At this moment I might interrupt, Senator, I yould like to add
that to the $142,000 that we received in Federal funds we matched
that. We plowed in, of our own in-kind match, $142,000.

Senator Biere. It was ahout a $300,000 project?

Mr. GaRMIRE, Yes, sir. I do want to make that point.

Senator Brere. I am glad to have that amendment to it, because I
do think it is important. .

Has there been any coordinated attempts with other local, State or
Federal authorities to suppress the interstate or international traf-
ficking of stolen goods? . .

Mr. Garyre. We have worked in close cooperation with the Inter-
nal Revenue Service, the Federal Bureau of Investigation, the Fed-
eral Task Force, Dade County, Customs, Border Patrol. We have
many Federal agencies represented. The Drug Abuse Administra-
tion. We work in close cooperation with other agencies when the

30-415 O - T4 - pt, 3 - 2
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information which we obtain is pertinent to those agencies. We did
on many occasions.

As I pointed out, in most instances when we received information
on a fencing activity that either had its inception in our jurisdiction
or its termination, it was implicit that we had to cooperate and work
with other agencies. We find the cooperation on the Federal level to
be very fine. The Department of Law Enforcement in the State of
Florida is an excellent organization and cooperated with us in many
Instances. I do not believe that we have ever had an occasion when

we did call for cooperation that we did not receive more than we
really expected. ‘

Senator Bisre. Thank you.

What links, if any, have you been able to establish between the
fencing industry in Miami and the major organized crime figures?

Mz, Garmare. To this point, Senator, we have not been able to
establish any direct connections. As I pointed out before, our activi-
ties so far have been pretty well confined to the small operator. I am
confident that once we arrive at a greater degree of sophistication
and efficiency, that ultimately we will be led to organized crime
involyement in fencing activities. There is no question in my mind
about that,

Senator Brre. That has been our experience where we have ex-
plored the fencing activities in other major clties. I do not imagine
that you have been lucky enough to avoid the tentacles of syndicated
crime,

Thank you very much. Your testimony will be extremely helpful
to us as we try to move forward and make some recommendations,
and will be helpful in this general area. :

Next, Dr. Keenan, I would like to hear from you.

Dr. Keewan. Thank you, Senator. ,

I too am privileged to be here to contribute what I can to the
subcommittee. T feel that it is appropriate for purposes of the record
to preface my remarks with the observation that I am not with the
Miami Police Department, per se. I am with the MITRE Corpora-
tion, which is a nonprofit systems engineering firm located in Me-
Lean, Va., and chartered to do business with Federal, State and local
governments and nonprofit organizations.

Senator Bmsre, Where are your headquarters?

Dr. Krenan. Our headquarters are at Bedford, Mass. I am with
the Washington operation of the MITRE Corporation.

Senator Bisrr, That has its headquarters where?

Dr. Kzenan. McLean, Va.

Senator Bisre. How long have you been engaged in this type of
work, or how long have you been engaged in this particular project?
MAre_ gou a part of this LEAA grant that was given to the city of

iami . : ‘ @

Dr. Keexaw. No, sir. T am not & part of that grant.

Senator Biere, You are independent ?

Dr. Keenan. Separate. LEAA is a client of our corporation. -

Senator Bisre. Tell me a little more about MITRE Corporation ?
I know little about it.

REWrI

483

What is ig ¢

0isit?

, %Vrh Keenan. Let me see if T can name some analogues. The Rand
Corporation. You have heard of Rand. It is a nonprofit think tank,
Federal contract research center. Like Rand, we are chartered to do
business with only governments and nonprofit foundations, and en-
gaged in a wide spectrum of activities that includes law enforcement,
HEW work, Department of Defense, the Federal Aviation Adminis-
tration, the whole spectrum of government agencies. o

Senator BrsLe. What money do you use to pay your salaries?

Dr. Keenan. From our clients, which include, of course, LEAA.

hey retain our services.

* Seynator Bmre. Tell me a little bit more about your own back-
‘o nd. ‘ . » .
ngur. Keexan. Certainly. I graduated from the University of Cali-
fornia in 1962 with a Bachelor of Science in engineering. In 1963 I
graduated with a Masters of Science in electrical engineering from

the California Institute of Technology.

Senator Brsrk. That is number one over MIT now.

. KrenaN. In certain areas, yes. .
gg‘nator Bisrr. I wanted to séeyhow far your college loyalty carried
you. I think they are the leading two technological schools—MIT
and C%Difornia,. L y _

Dr. Kzenaw. I would concur. L

In 1967 I graduated from Monash University in Melbourne, Aus-
tralia, with a doctorate in electrical engineering. I returned to thtls
country, went into thie aerospace industry for a time, went in %
entrepreneurial ventures for a time—Wall Street, that sort o
thing—and decided that I would like te do something which I m(ril
truly interested in and joined the MITRE Corporation in 1971 an
have been there since that time. )

Senator Bmre. Very well. You certainly have a very fine educa-
tional background, a fine background and experience. You may
prpead. Thank you, si '

r. Kepvaw. Thank you, sir. ) .

Under the auspices o)% a Law Enforcement Assistance Adml‘msffm-
tion program, I have been a Law Enforcement Science Advisor a(t{
the city of Miamj Police Department for over a_year now. I have ha
the opportunity during that time to observe and study the oper?t;m}s
of the fencing unit. I have collected data on burglary, bu17g ary
arrests, fencing and fencing arrests for 10 months of the year ‘1:5()\1?». .

My analysis of these data shows that, during that period in Miami,
increased arrests of fences correlated more closely with decreases in
burglary than did arrests of burglavs. It also shows that increased
arrests of burglars correlated more closely with increases in burglary
than with reductions in burglary. In other words, burglary and
burglary arrests tend to follow each other on a month to month baSIfs,
whereas fencing world appear to have the desired interdictory ef-
fect—that is, fencing arrests increase and burglary decreases. 1

The data used in the study are limited to the 10 month period an ‘
to the city of Miami. Direct extrapolation of the results to other
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locales is not possible. In my personal opinion, however, replication
of the Miami experiment and the analysis which is implicit in that
experiment should be encouraged elsewhere to validate the Miami
experience and to determine if the results are truly indicative of the
apparent effectiveness of arresting fences as a deterrent to burglary.

Senator Bisre. In other words, what you are saying is, you have to
broaden the base before you come to a conclusion ? '

Dr. Keenan. That is correct. The data are clean, but sparse, and
replication and validation in other locales is highly desirable in my
personal opinion.

Senator Biere. I would think that would be a correct conclusion.

Tell me this if you know. If not, staff could certainly find it out.
How many grants has LEAA made to others throughout the United
States to do work in the fencing area ?

Dr. Keenan. I would prefer that our client LEAA answer that
question.

Senator Bieue. They are the proper witness, of course.

Dr. Kzenaw. Out of ignorance, frankly, I do not know.

Senator Bisre. Our staff can find that out by calling LEAA. In fact,
we have invited the Administrator of LEAA to testii?y at our hearings
but we have had difficulty in arranging a mutually satisfactory date.
If that cannot be arranged, then, without objection, we will request
that the LEAA Administrator submit his testimony on the broad sub-
ject as well as the precise questions for the hearing record and such
testimony will appear as if personally delivered.*

Dr. Kreenan. I am cognizant of other programs of LEAA.

Senator BisrLe. I am sure they do it 1n other cities beside Miami. I
am told there is only one other that we know of. We will verify that
with LEAA. :

Dr. Keenan. The attacks on fencing, attempts to interdict the
crime of fencing per se, arve extremely rare. The literature is replete
with speculation, but with respect to hard data there is practically
nothing there. As a scientist and engineer, I operated pretty much in
a vacuum, even though I attempted to reach out and talk to other
agencies, et cetera. There was just not the data base available.

Senator Binre. Very well. v

Dr. Keenaw. To continue with the prepared testimony, one indica-
tor of the worth of the program directed towards fences by the MPD
fencing unit is the effect which fencing arrests had on the incidence
of related crimes. In order to provide this indication and for the
purposes of comparative evaluation of arrest tactics, the measure of
the incidence of burglary was selected.

The results are shown in the attached graph. The most important
aspect of this graph is that each time the arrest pressure on fences
was increased the incidence of burglary diminished. Also, each time
the pressure on fences was eased, the incidence of burglary increased.

1 See statement of Richard W. Velde, Administrator, Law Bnforcement Assistance
Administration, p. 535.
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[The graph referred to follows:]
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Dr. Keenan. In contrast to what appears to be a deterrent effect
observed above, the relationship between the two upper curves in the
figure—that is, the incidence of burglary and burglary arrests—
suggests that, on the average, burglary arrests occur in proportion to
the number of burglaries. '

In addition to the analysis of the burglary and fencing data, a
number of other observations can be made as a result of the work of
the fencing unit. One of the more significant findings of the fencing
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unit is that fencing activity is apparently much more widespread
than originally thought. Prior to the program, it was believed that
the fence population numbered perhaps in the several 10’s range,
whereas now, based on estimates which quite candidly are developed
from the very brittle and incomplete data, it is believed that there
are several hundred fences in the city, at least. To be specific, my
own estimates, using the three different methods of analysis, result in
a figure of 150 to 1,300, somewhere in that rauge.

I would concur with Chief Garmire. There is at least a couple
hundred operating.

Senator Bisre. Very well.

Dr. Keenan. Now, of this several hundred, probably operating,
investigative results indicate that most appear to be otherwise legiti-
mate businessmen who use thieves-as an adjuct to their normal
wholesale suppliers. Some, as has been indicated by the chief, order
specific stolern goods prior to a thief’s commission of a burglary,
shoplift, or other larcenous act.

An important implication of the finding that the number of fences
is probably large is that the channeling effect—the ratio of the
number of thieves to the number of fences—is smaller than might be
inferred from what sparse previous literature even speculates on this
matter.

Previous research appears to imply that the ratio of thieves to
fences could be on the order of 100 to 1 or 1,000 to 1. Also, at least
some of the literature tends to concur with the common public image
of 2 man with a green eyeshade in the back of a pawnshop. This is
n};)b the most common type of offender. Ms. Petersen will elaborate on
this.

The experience of the Miami Police Department indicates that the
ratio of thieves to fences is perhaps in the range of 2 to 1 to 20 to 1,
as opposed to the previous figure that I mentioned, 100 to 1. or 1,000
to 1.

Senator Bmre. Translate that for me. You are saying that for one
thief you have somewhere between 2 and 20 fences ?

Dr. Kuenaxn. The inverse, sir. That is, for one thief—1I beg your
pardon—one fence serves perhaps 2 to 20 thieves.

Senator BisLz. For one fence you have between 2 to 20 thieves?

Dr. Keenan. Yes.

Senator Bisre, Thank you.

Dr. Keenan. Again, the data are very sparse, very difficult.

Senator Bisre. It is just a guestimate. :

Dr. KeeNan. It is like six thieves to one fence. That is an average
and there are wide variations. One fence may deal with 20 thieves.
Another may deal with only a couple of them. This is what is said in
the estimate. ‘ '

. Senator Binre. At least there are more thieves than fences?

Dr. Keenawn. That is correct. Interdiction of the crime of fencing
can affect the property crimes committed by those 2 to 20 thieves that
the fence served. There is a channeling effect, a leverage effect, if you
like, It does not appear to be as large as would be inferred from
previous literature.. ) ' '
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As has been suggested before, the activities of many burglars can
be affected by a relatively few fence arrests, but the numerical
leverage does not appear to be as large as had been thought.

The Miami program has provided fresh insights, has broken new
ground, and has suggested tactics which in my belief are worthy of
future trials. In this regard and the regard that the incidence of
burglary appears to have responded to arrests of fences, it would be a
successful program.

I would like to add to my prepared testimony an attestation to the
forward-thinking of the Miami Police Department, as manifested by
the chief here. That they would have an outsider come in and, in
effect, evaluate—for better or for worse—how they are doing in the
fencing area, it is a very open-minded Department. It has been a
pleasure working for them.

Thank you, Senator.

Senator Bisre. Thank you very much.

A few questions. You apparently made your study based only on
the impact of the Miami Police Department Fencing Unit on bur-

lary.

. HZVG you any data or study or conclusions that you have reached
about the impact of that unit upon shoplifting ¢

Dr. KeenaN. Yes and no. The data are sparse with respect to
shoplifting. To be specific, during the year 1972, approximately
$40,000 worth of goods was reported as being shoplifted.

A more realistic estimate which has developed using the Chamber
of Commerce data and using national averages, Retailing Institute
data, what have you, is that a closer approximation to the amount of
shoplifted goods would be like $5 million or over 100 to 1 over that
which is reported. There are several reasons for this.

Number one, inventory time occurs relatively infrequently. No. 2,
the Internal Revenue Service apparently—I would like to emphasize
the word “apparently”— allows a 1 percent writeoff of gross sales for
“inventory shrinkage.” If they do not know about inventory shrink-
age, they cannot report it. My own estimates are at least 100 to 1
actual to reporting in the area of shoplifting. )

The other reason for the apparent lack of correlation between
shoplifting and arresting fences is that many of the shoplifted goods
were not taken by professional thieves. They are taken by juveniles
or housewives, otherwise respectable people who do not fence these
goods. They take them for their own personal use.

So although shoplifting vis-a-vis fencing arrests was explored, the
data are very messy and uncorrelated. It is very difficult to infer
anything from the results of the correlation of these.

Senator Bmre. Tell me this: Did you interview any fences about
their problems in conducting business during the operational phase
of the fencing unit activities?

Dr. Kzexan. No; sir. .

Senator Brmre. Did you conduct any interviews with burglars
during this study period to determine whether or not they were
finding it more difficult to fence stolen property ?
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.Dr. Kuevan. Yes, sir, But there was a limited number of inter-
views that I personally sat in on—Ms. Petersén would be more
competent to answer that.

Senator Brsre. We will ask her.

Dr. Keenan. There was an enterpreneur that would go into the
department store with a trolley, a cap on, put 94 toasters on his
tr1011ey, and go to his fence, and not use his automobile. Tt was only a
block away. That particular individual T remember quite well.

Senator Bipre. Is there intense competition on matters such as
pricing between the fences in the city of Miami?

I do not know how you would ‘establish that. It sounds like a
pretty good question.

Dr. Kzenan. Let me have a shot at it.

Senator Bmre. You can all take a shot at it.

Dr. Kzrnan. I defer to the chief and others. In my belief, no. The
word “competition” implies fres and open markets where informa-
tion flows very freely. It has been our experience, at least with the
relatively small-time people whom we have been dealing with, that
they keep this fencing activity pretty close to their chest for obvious
reasons. They are otherwise respected businessmen.

They have peers in the business community. They are not particu-
larly proud of fencing. That is not to say that at least some fences do
not have affiliations with other fences, but they are limited. Commu-
nications are limited. So the word “competition” and the necessary
conditions for the information flow which would engender competi-
tion are just not there in my opinion.

I would like to defer to the chief and Ms. Petersen.

Senator Bisre. Would either of yon have an observation on that?

It would seem to be a little difficult to come to a conclusion on it. I
would appreciate your comments on it, whatever they would be.

Ms. Prrersen. Senator, may I just add that a number of inform-
ants that we interviewed indicated that certain fences were consid-
ered cheap in the thief community, and that they would be dealt
with as a last resort. They would be dealt with as a last resort when
nobody else was buying. They prefer not to deal, and would shop
around or go to the people that they knew would give a higher price
for their particular item.

Senator Bisre. Very well.

Do you have specialization among fences in the city of Miami?

Is there a fence that I could go to if I wanted a color TV, if I
wanted a transistor radio? Do they have specialties? Or do they deal
in all kinds of stolen goods, whatever kind ? '

Dr. Krenan, May I answer that? :

Firvst, with the observation that we took 20 fences, 20 known
fences, studied them in detail, looked at their backgrounds, their
criminal histories if any, what MO they use—the modus operandi—
the thieves that they served. The primary method of delivering the
goods was shoplifting.

Of these fences, these 20 fences, 14 specialized in goods which were
saleable at their own place of business. That is 70 percent. Of those
14, 91 percent (13) specialized in goods normally merchandizable at

A
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that particular place of business. The other fellow had so-called
connections and he would take anything, and he would in turn sell it
to other fences.

'Senator Biere. Do you have any additional observations, Chief or
Ms. Petersen, either one of you?

Mr. Garaare. I believe we should clarify one aspect of this dicus-
sion here this morning, Senator. We have been discussing shoplifters
and burglars, and we have had a tendency to overlook the magnitude
of the fraudulent credit card operation.

Senator Bisre. Tell me about the fraudulent credit card operation.

Mr. Garsare. I am not that knowledgeable, except to say that at
least in one case that we know of, a motel operator had a stuble of
prostitutes. He would supply these prostitutes with stolen credit
cards and fake identification corresponding with the credit card
name and identification, and send these prostitutes out with the
expressed purpose of buying colored televisions, of course have them
pick them up, bring them back. And he would then store them
someplace. And we have reason to believe that once he got a sufficient
quantity, these would be then sent to South America. This was one
case that we ran across.

Senator Bmre. You noted that in your statement.

Mr. Garyre. The magnitude of the credit card or fraudulent
credit card operation is tremendous, and I believe that we would find
more specialization in that area of operation than you would the
catch-as-catch-can thief or burglar-type operation.

It is at that point that we start becoming involved in at least a
modicum of organized crime application. These are areas that are
extremely interesting, ones that are going to demand some of our
attention, as much as we can give to them in the future, because these
are a very difficult type of operation to successtully prosecute.

But we do believe it is a very high loss ratio as far as our
constituents are concerned.

Senator Bisre. Thank you.

g Doctor, you said you examined, I think, 20 fences. Was that the
gure? . :

Dr. Kuenan. In detail, yes. The data bage is complete on these 20.

Senator Bisue. They were fences behind what kind of business
operation % :

Dr. KeenaN. In the main, they were smaller retail outlets dealing
in small appliances such as stereos, televisions, color television sets,
things of that ilk. There were also some jewelry stores who dealt in
jewelry, watches, what have you. There were also some gift-type
stores. My vocabulary fails me to some extent here. They carry things
like cameras, binoculars, and that sort of thing. It was a typical New
York City kind of thing, a 49nd Street store where they have small
stereos and cameras and binoculars.

Senator BisLe. What you are saying is that the 20 fences that you
examined in some detail were behind small business fronts. They
lx:ielg, not behind large department stores or large operations of any

nd.

_ 1211'. Kmenaw. That is correct. Those were the ones that we exam-
ined. :
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AFTERNOON SESSION

TESTIMONY OF BERNARD I. GARMIRE—Resumed
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nolle prossed, one because the chiaf witness was disqualified and one
because actual receipt of the property could not be established ; three
defendants pleaded guilty, each receiving 5 to 6 years of probatiocit
and one receiving a fine of $1,000; one defendant was found not
guilty after trial and six cases are currently pending.

In one of our first cases, we received information that a gas station
owner was fencing. Our informant told us that he had recently sold
approximately 60 shoplifted hot combs, numerous hot lather dispens-
ers, TV’s and radios to “A,” the owner of the gas station, and that
these items were usually stored in the back room of the gas station
before being transported to “A’" gift shop.

Because he was not able to provide serial numbers or tell us of any
distingunishing features of the objects, we were unable to apply for a
warrant to search the station for these items. The informant finally
advised us that he had earlier stolen an Emerson color portable TV
set, with the number 75 scratched on the back panel, and sold it to
“A.” We sent him back to the station to determine whether the set
was still there and found that it had been moved to the gift shop.
Armed with a specific deseription of the property, we were then-sble
to obtain a search warrant. The number 75 Emerson televisiou set
was not found. However, the informant identified a Panasonic porta-
ble ’IC‘1V set as one which he had previously sold to “A.” This set was
seized. ;

Both “A” and his partner were arrested, and were charged with
receiving stolen property. Their ‘cases were subsequently dismissed
because the department store from which the informant took the
television set could not identify it as having come from the store, as
no serial numbers of inventory stock were kept by the store.

Other items in the gift shop were also identified by the informant
as having heen sold by him to “A,” but because they were nonserial-
ized consumer goods, 1t could not be established that they were stolen.

In this case, we were unable to establish one element of the of-
fense—that the goods in possession of the defendants were stolen.
Had we caught our informant or any other thief in the act of his
theft—thus ameliorating the problem of owner identification of
goods—and thereafter allowed the thief to fence the property, we
could not have charged the fence with receiving stolen property. In
Florida, the property, once having been returned to the custody of
the owner or that of the police, Immediately loses its character as
stolendproperty. Therefore, that element of the offense cannot be
proved. ‘

Nor can the fence be arrested for conspiracy to commit the offence
of receiving stolen property. The arrested thief now cooperating with
law enforcement officers becomes a police agent and lacks the capac-
ity to form the necessary intent for a conspiracy.

The latter two points are illustrated by the survey which Dr.
Keenan and I made of downtown merchants. Even though the pro-
prietor of the religious articles store, “J,” agreed to purchase hot
racios from us and ordered as many hot television sets as we could
provide, he could not be prosecuted for a criminal offense.
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. The property which wo offered him was not stolen. As we had no
Intent to ever sell him stolen broperty, he could not be guilty of
forming a conspiracy ith us.

An additional problem in this situation is that of entrapment. Had
we, in fact, stolen property to sell and had we the requisite intent to
conspire, a person in “J’s” position could have claimed. that we had
“planted the seed” in his mind to commit the offense and prior to our
contact that he had not considered such a criminal act.

Because I was employed as an attorney to the Fence Unit of the
city of Miami Police Department and Dr. Keenan was associated
with the same Department, “J* could have successfully asserted at
trial that we were law enforcement agents and that he was en-
trapped into the commission of the offense.

~Another of our cases involved a husband and wife who run a
trading post, a business which buys secondhand furniture, tires and
hub caps, and various other used goods. The Fence Unit arrested a
truck driver employed by a rental company who had been diverting
part of his truck loads of rental items to this trading post over a 2-
to 3-month period. Hundreds of folding chairs, a number of wheel-
chairs, party utensils, and other rental equipment marked with the
name of the rental company were found at the trading post, The
thief advised the fence unit that some of the items were sold to the

‘husband in the presence of the wife and that both knew the items

were stolen.

The wife, at the time of sale, filled out and notarized statements to
the effect that the items were not stolen, which the thief signed. The
case against the wife was nolle prossed because one element of the
offense could not be established—the actual purchase or receipt of the
property by the wife. This element is also extremely difficult to prove

in instances where all of the transactions are made over the telephone -

and the fence does not come into actual physical contact with the
stolen merchandise. ‘Constructive receipt may be proved, but this
requires a strong showing of actual control over the goods.

By not being able to identify goods as stolen—and, as a conse-
quence, not being able to find persons in possession of stolen prop-
erty—the most difficult element of proof is often never reached:
fmowledge that the” goods were stolen. This element is indeed the
hardest to prove.

In the case just mentioned of the husband and wife trading post
team, the husband was prosecuted and his case went to trial by jury.
The owner identified the specific item which the defendant’ was
charged with receiving—by serial number. Receipt was acknowl-
edged. The thief testified that the defendant knew that the item was
stolen. However, the thief was a former addict, and his drug involve-
ment was minutely examined by the defense attorney. As a result, his
credibility was impugned before the jury and the defendant was
found not guilty. ' :

Another case involving “B,” the coowner of a small store, was also
dismissed because knowledge could not be established. This individ-
ual had been present at the time when stolen good—vhich “V,” the
coowner, had ordered—were delivered and had participated in re-
ceipt of them.
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“B” did not participate in the conversation between the
thi%gcfﬁge“vl’g’ w%;cxll the {,?oods “I*)ere received, no knowledge that these
particular goods were stolen could be established. Earlier, a cotnveﬁ‘:f:;B
tion had been overheard between “B” and the thlef-mformar,l w re
“B” placed an order for specific goods needed for the store’s mvet
tory. Conspiracy to commit the offense of receiving stolen‘ Il)lz:oger y
could not be charged based on this conversation because the thie Wg.s
at that time working with a law enforcement agency in the capacity

i and. . o ;
Of(l)?lfeorz:gditional element of proof is required under the Fgo%d&
statute of receiving stolen property—that of *\vrongful1 inten .mlgg
successful prosecutlon, it must be established that not only W_aust s olen
property knowingly rec}t:i%reii, but that the receiver had no inten

~ning it to its rightful owner. ) o
Oféﬂ}éle klnfwledge is sghown, this element of proof is not orcilmamclly
difficult. Where the individual has retained the property 'M:, ;naae
no demonstrable efforts to find the true owner, wrongful intent can

be established. _ o

thissbg e:esslt of the fence unit’s experience, leglslatloﬁ has bezg
proposed in Florida to require that merchants in bot gew lf'ch
secondhand goods keep a record of the serial numbers of goods gv 1On
they sell for a period of 3 years and also note the serial nd?m«her
the customer’s receipt. A pilot program has been suggeste IV: %{:eoz%
limited number of merchants would be involved in th12 mh .
recordkeeping to determine the costs and effectiveness of such a
apgl%iilflhwill be proposed to this session of the Florlda,']’{egls'la;t}_dl}rle
making the offense of attempted buying, receiving, or guchn%‘ énb )
concealment of stolen property a criminal offense. The 1111:@1}t Otolltg
stolen property—ualthough the property has technically lost its s
character or was not in fact stolen—swould then become a cr;rrille. crebl

In addition, bills have been proposed _to provide a cncr1 ) leos(-a
damage remedy for victims of theft—against persons fouéll t1n I;ec-
session of stolen property—and to create a presumption tha I{: :
ondhand dealer who has made insufficient inquiry as to ownel(.‘is 11{p 0
purchased goods and who is found in possession of stolen gooods knew
that they were stolen. o

It is };'ecommended that the concept of prohibiting the szimzle%’ of
stolen property be explored, that regulations concerning expor aflOl%
of goods from the TJnited States include a requirement that proof o1
ownership be exhibited for each item being exported, that econorrzl_ca
methods of identification of goods be examined, and that the qims. 1lon
of building stricter presumptions of knowledge into existing legisla-
tion be considered. : '

éle];ator Bmsre. Thank you very much. I think that is a very fine
statement. I particularly like it because it is based on actual eX‘peIijl-
ence in the fleld. T think it is a helpful contribution to our efforts to
do something in this general area. .

Isam not glear abott, these 18 persons that you have testified were
arrested for receiving stolen property by the fencing unit. .

How many convietions were actually secured of those 18

Ms. Prrersex. Three convictions were secured.
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Senator Bisre. They were by virtue of pleas of guilty, is that
correct ? ‘

Ms. PrrerseN. That is correct. :

Senator Bmsre. One received a $1,000 fine, the others were put on
probation ? ‘

Ms. Prrersen. Correct. The person who received the $1,000 fine
also received a probationary sentence,

Senator Brere. Do you know whether or not these 18 persons have
& record of prior convictions on this type of a crime or any other
type of a crime? =

Ms. PererseN, Let me say first as Dr. Keenan mentioned, a study
of 20 suspected fences, which was an in-depth study and was done
partially to determine this kind of configuration, to determine prior
arrests, and particularly prior arrests for receiving stolen property
was made. Of those 20 suspected fences, we found that 12, or 60
percent, had no prior record, Of the eight that had a prior record,
only one had been arrested for receiving stolen property.
bei@;anagtor Bipre. Of that number, I assume, none had been convicted

re?

Ms. Perersen. Of the eight who had been arrested before, I helieve

that there were some convictions, yes.
Senator BisLe. Some convictions ?

Ms. Perersen. Not for receiving stolen property.

Senator Bisre. In other fields, other criminal fields?

lé![s. PETE:ESEN. Yes.

wenator Brere. Were you required to get into plea bareainine in
order to get the defendants to a?lmit their%guilt? P B N

Ms. Perersex. In the three cases where the fences were convicted,
there were plea bargains. In these three cases, the pleas came about
this way. One person, immediately subsequent to his arrest for receiv-
Ing stolen property—he was a small merchant in a drugstore—had a
very serious heart attack. Therefore, it was questionable whether the
judge would sentence him to any time at all.

In the second case, the interest of the defendant in pleading to
probation and withholding of adjudication was to preseve his immi-
gration status in this country., :

In the third instanee, the defendant pleaded because of personal
reasons. He wished to avoid a trial where certain personal data,
accumulated pursuant to his arrest would be displayed to his wife.

Senator Bisum. I see. I guess we all have oup problems. I can
understand that.

Ms. Prrersen. The interest of the police department in recom-
mending these pleas was, in the first case, a feeling that this person
would not be glven a very severe sentence because of his physical
goqdltlop: The primary reasons in these three cases was the difficulty
m 1d¢nt11'y1;1g the property. In each of these three cases consumer
ltems were involved. The thief was the informant who would be the
chief witness. It would be upon his testimony alone that the goods
would be identified. The thief, however, had no great powers of ESP
or had no greater powers than the police officer in telling one toaster
from another, one hot comb from another. And it was felt that if

Sl
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these cases went to trial there was a possibility of a not guilty
verdict. Therefore, these pleas were recommended by the police de-
partment. ) o

Senator Biere. Did your fencing unit, in these cases that you have
testified to, permit a defendant to plead to a lesser offense or have
complete immunity from prosecution in exchange for intelligence?

Ms. PereRsEN. No. o

Senator Bisre. You did not permit them to plea bargain in ex-
change for intelligence information about other criminals?

Ms. PrrerseN. Of course, the police department can only recom-
mend. The fencing unit did not recommend immunity for any of the
fences that they had arrvested in return for receiving intelligence
information. The fences that they arrested were taken to court and
prosecuted. S

Senator Bmre. What you are saying is that there were not any
fences with whom you dealt in any type of a plea bargaining who
gave you information on other fences? ]

Ms. Perersen. No. However, in many cases a recommendation of
immunity was given for burglars who would give this kind of
information concerning fences. .

Senator BmrLe. You occasionally gave leniency to burglars who in
turn gave you information on the fences?

Ms. PerersenN. That is correct. o S

Senator Bsre..What are the penalties for criminal receiving in
Florida? )

Ms. PrrerseN. For a first offense it is up to 5 years in the State
prison, unless the amount of property taken or received was under
$100, in which case if restitution is made it becomes a misdemeanor
offense, which carries a penalty of up to a year in jail and/or a
$1.000 fine. .

Senator Bisre. Do your Florida courts apply these penalties?

Ms. PerErseN. No, they do not. They do not apply the maximum
penalties.

Senator Bmre. You mentioned that one contemplated reform of
the Florida law was to make it an offense to attempt to buy or
receive or aid in the concealment of stolen property.

What impact would such a change in the law have upon the
operations of the Miami Police Department’s Fencing Unit if that
change were made?

Ms. Prrerson. It would certainly reduce the difficulty now encoun-
tered in establishing one element of the offense—that is, the technical
nature of the property, that it be in fact stolen. It would cover the
situation where a thief may be arrested in the act of his theft and
thereby sent on his way as he would have gone before to his fence. At
the present time, if he sold the property to his fence the fence could
not be arrested.

This kind of attempted receiving of stolen property would, there-
fore, allow us to arrest the fence for his attempt to buy the property
which he thought was stolen.

Senator Bisre. I understand.
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Would the existence of stricter statutory presumptions concerning
knowledge that goods were stolen, such as sale below a fair market
value, make it easier to proceed against fences?

Ms. Prrersen. Yes, T believe so.

Senator Bsre. Which statutory presumptions would, in your view,
be most effective in this regard ? '

Do you have now any knowledge on that?

Ms. PrrerseN. Yes. I believe there are two presumptions that

would make it much easier to prosecute fences than at present—the
failure to make sufficient inquiry of the source of the item in circum.-
stances which would warrant @ reasonable man’s making such an
inquiry would be a useful presumption. In addition, a presumption
to be included in the statute making a prima facie case where an
item is purchased below the fair market value of the item, :

At present, these are factors to be taken in account by the trier of
fact, to determine whether or not the offense has occurred. However,
by including them in the statute as presumptions the burden would
then shift to the defendant to come forward and rebut those pre-
sumptions. I think that would make the case of prosecuting fences
much easier.

Senator Bisre. Thank you.

Do you think that a civil treble damage remedy for victims of
theft for persons found in possession of stolen property would be an
effective deterrent 1n criminal receipt?

Ms. Prrersen. Yes, I do.

Senator Bisre. We passed a statute o that effect in the Senate. I
guess it is still languishing over in the House side, Tt is in the House
Judiciary Committee. I hope we can move that forward on the
Federal level, at least before we adjourn out of this Congress.

To your knowledge are any civil suits for damages presently
g;pughet by victims of property thefs against fences in the city of

1ami?

Ms. Perersen. No.

. Senator Bmrn. ITn what proportion of property crimes committed
in the city of Miami does the vietim recover his or her stolen goods?

Ms. Prrersex. According to the 1972 uniforr: erime report, ap-
proximately 25 percent of goods are recovered. However, if one
excludes stolen automobiles which are recovered, the percentage is
reduced to approximately 4 percent.

enator Bmrr. Four percent recovered if you exclude automobiles 2

Ms. Perersen. Yes. :

Senator Bz, Do victims and insurance companies ‘on occasion
buy IZJack stolen goods from fences in burglaries in the city of Miami
area !

Ms. Prrorsen. I believe that to be true. I was advised of one
particular instance by an investigator of the Miami Police Depart-
ment. He responded to a call made by the victim of a theft’s sister.
The sister advised the officer that the victim. had purchased back her
own TV from a person selling goods from the back of a truck in her
area. She had located the person, she had identified her own TV set,
and she paid $10 to get it back.
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However, the victim in this case, after telling the officer all that
and soliciting his help in apprehending this person who had sold(her
back her own TV set, refused to testify gl,nd refused to come to court.
Therefore, nothing could be done about it.

That is one instance that Iam personally aware of.

Biere. Thank you. )

%?Lléla;tglf‘ positive identi};icat‘lm_l of property has been mentioned by
you as a serious barrier to effective law enforcement measures against
th(‘eé?gg el.)rocedures would you recommend to improve property iden-

Beation? , o
tlﬁl\cI{;f.HOPl;ﬁ'ERSEN. As Chief Garmire has said, the most sophisticated
property identification measures in the world can be created, can be
developed. However, without any motivation to use the identification
measures, they are really useless. I think there has to be an economic
and/or a legislative motivation in order to implement these property
identification measures. We have begun a program similar to other
identification programs where social security numbers or license
numbers are etched on property of homeowners. )

‘We have also proposed a bill requiring merchants to keep serial
numbers and provided a civil penalty where the person who fails to
keep the serial number Wofuld be liable for the value of the item to

rson suffering 9, theft.

ange?lztir Bisre. I t%wtice your mention of that on the fourth page of
your statement. I am wondering what kind of practical problems
that might create, apart from the difficulty of getting it through a
legislature. o

What is the status of thz;t legislation ?

it before a committee? ) o .
ﬁs. PrrerseN. The status as far as I know is that it is not going
anywhere this session. . )

Senator Brsra. Languishing in committee? ) _

Ms. Perrrsex. It did not go anywhere last year. It is not going
anywhere this year, primarily because of the opposition of merchants
to this type of recordkeeping. ) . ‘

Senator Bmru. I can understand that. This committee, as a matter
of fact, is constantly raising fuss about the myriads of boo]dteepmg%:
and redtape that the small businessman meets in the Federal ﬁelglﬁo
procurement. It seems to me }f;hattthe merchants might very justifia-

ly make that same type of objection. :

’ }Jrlt is designed for f:silpeir protection, but maybe the cost of keeping

Looks and of identifying and marking inventories is really burden-

some. ' ]

Ms. Prrrrsen. That is why we have thought possibly a project on a
very limited level would be useful in order to answer these very
questions, both to the merchants’ satisfaction and to our s_atlsfactlo'n.

Senator Bisre. As a practical politician, I would be 2 little appre-
hensive of that possible solution to your problem, as much as we are
trying to come to grips with it. I can see retail merchants cqmm;g to
the legislature en mass and all types of problems from the chambers

304150~ T4 -pt, 3 -3
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of commerce that feel it is an
else.

. Ms. Perrrsen. I can understand that as well, Senator. Tt was felt
n proposing this legislation that because the merchants are in g
position to keep these records and have the resources in most cases to
Igeeg the records, that this would be a suitable place to place the

urden.

Senator Brere. Thank you very much. You made some very help-
ful contributions.

s. PerErseN. Thank you, Senator.

invasion of privacy and everything

Senator Brore, T will defer to you, Lieutenant Woods, for any type - him, & week or two would have elapsed, and the judge will not issue

of statement.

Lieutenant Woons. What we would be interested in putting across
here is how we first came about arriving at the assumption and our
conviction that the man you have subpenaed here is an active fence.

Senator Biprz. Very well. , '

Lieutenant Woops. Our attention was first drawn to this man on
the 6th of December 1979, On a routine traffic violation, the driver of
the car was apprehended, and he had several trays of jewelry, rings,
which were taken in Boward County. Of course, he was brought into
the station and Interrogated. He was a drug addict and he agreed to
take the rings to the fence that he was en route to when he was
apprehended for the traffic violation if we would not charge him
with the theft at that time,

Our primary concern tas in fencing, and we said we would do
what we could so far as the recommendation went, However, this was
before Ms, Petersen had come to the unit, and I researched the State
statutes on this and found that the Property loses its stolen character
once it is in police custody. So we were unable to proceed.

He did indicate, however, that the fence is the same individual you
hayve subpenaed here. '

On April 1, 1973, we received a call from the Miami Beach Police
Department that they had arrested a shoplifter on Miami Beach,
and, of course, the reason they contacted us, it was known through-
out the county, was that we had formed a fencing unit. We receive
many calls when information would arise about a fence,

And this man he.had arvested wanted to talk about a fence in the
city of Miami. So T sent two of my men over there and this inform-
ant indicated that he had fenced stolen Pproperty with the same
individual on numerous occasions. He had taken cameras there and
the fence had indicated to him that he would prefer color television
sets. However, he did deal in cameras and most anything of value,

On the 1st of May 1978, another informant was arrested on a
burglary of a camera store. We took a sworn statement from him
that one of the cameras that was stolen in this burglary was fenced
through this same individual. :

However, when we went to the burglarized merchant, he was
unable to identify the camera and said he would not be able to go

into court and definitely say that that camera was his, So, of course,
we did not make = case, :

— .
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On the 22d of February we started our surveillance of this subject,

i i indicated to us that
. ximately 10 days our surveillance indica : ‘
I?l?dezf;?oﬁizﬁggm that lfe was operating was not self-supporting, Ehz;t
i ethé trade which he indicated by the merchandise in his sf orr;
J }-Is’owever it is obvious that if we had gotten suflicient evidence for ¢
; ; ,

search warrant we would have gone and made a case around him,
o

" oone ahead into the store with a search yvarrant.
B

' i i i . as that you do not
* problem in this case, as in most of them, was
no?r?iztﬁ); Oget the shopliftér or burglar immediately after ilelkhgg
taken something to a fence. Therefore, by the time that you ta

rant on this time lapse. _ )
! SX%%;CC%CY ghduct a surveillance onhb%th 1h1s pla%tis fglfl sbgiilr%ieinﬁﬁ
i ial records indi that, along with - _
his financial records indicate to us that, _ denfial
i i ' t people, he is operating
informants’ testimony from three dlﬁeclien D Je Is operating 4
a criminal fence. However, as I stated earlier, w pave the
i i two of them would not testify
evidence to go into court because the pemn, woulg ot testiyy
. The other one would, but the goods that he P 1ere,
Eﬁgrgirr?;l:g indicates to us that it 1§ tll)roballa'ly' &10;,1 on the premises,
: did make o case against the individual.
anélegstgsv%;m. Very well. I think that probably is an adeﬂuaflsg
summ:iry. There may be some additional foun_dittlon that shou
properly be laid, either by Ms. Petersen or the chief. .
Did you have anything to add to that, Ms. Petersen?
PererseN. No. ) L
gﬁ&iﬁ? %SII;I;TE By way of laying the foundation, before calling
g L
MII;’I?%;’GI‘DRSDN I believe Lieutenant Woods has some further infor
mation concerning financial matters. 1
ator BiBLE. You may place that in the record. o
E(ii;?t;:ant Woobs. Our investlgéttlon of thte' n}ﬁcilé;rluly‘;f}}) Jél}il:lz}fgg
b aintained, at the time of our investigation, tv ecking
ftlcl::glaetslg;d one sa,’vings account for the year 1973. His d}c:p(iS}tS ar?g
withdrawals from these accounts were as follows: Ingc fc nplg (‘m
count No. 1 he deposited $24,,65g.2'8_, withdrew $22,616.22, leaving 4
-of-the-year balance of $4,247.87. . o
en:([lnoﬁlfflzﬁtﬁg account No.q 2,, his deposits totaled $11,510(])3.911, wﬂn(.)lf
drawals totaled $11,572.81, leaving an end-of-the-year balance
ey ibs in 1073 of $3,965.06, no with-
is savings account showed deposits in 1973 of $3,265.08, 0 i
dri.{“lrixlss forgthat year, with a balance at the end of the year in the
avings account of $5,418.40. . e
S'ﬂ%ﬁg Sﬁ%ﬁi&& Stafe,Revenue Commission for Sales Tax 13%153%%351
for 1973 his gross receipts for his place of business were t?l PIL5s,
For the company that we surveilled in the downtown area, e 8‘0
on this building where he maintained }:1_15 1}1’%]11100(1 was $5,116.80,
oximately, since part of that.was estimated. ‘
apftl ilyl(dicated to us tlg)at, with this operation of $5,000 %entzal :;)10 thz(:
year and $9,000 gross profit, he was not operating his uilmeOount
very good profit basis. The official land records in Dade y
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indicate that on September 12, 1973, this individual purchased a
residential duplex for $20,000. Since there is no mortgage of record,
it is assumed that this was a cash transaction. The next day, Septem-
ber 13, 1973, he purchased a single-family residence for $21,500. In
this case the mortgage was satisfied and there was no new mortgage
of record. Again, this implies a cash transaction,

Approximately 5 weeks later this property was resold for $24,500.
- There is another business that he operates in the Cocoanut Grove
area, but it is a coin laundry and we have no concrete evidence on the
profit and loss of this business. We did surveil it. It appeared to be a
normal coin-operated laundry as far as customers,

Based on the observation that this gentleman had no social secu-
rity card until 1974, it would appear to us that he did not, file an
income tax return prior to that since a social security number is
required on your income tax form.

Senator Biere. Very well.

Is there anything further to be said by way of foundation?

Ms. PerERsEN. Yes, Senator.

Senator BisrLe. Ms. Petersen ?

Ms. PererseN. In my statement I refer to Dr. Keenan’s and my
experiment when we attempted to seil a stolen radio, one that we
claimed was stolen. One of the persons that we contacted was “J,”
the person that you have subpenaed here today. He agreed to take a
$25 radio and 23 others, indicating that the wholesale price was
approximately $14, and he would buy all 24 radios for 7 dollars
apiece.

- Senator Bisre. How did he indicate that?

Ms. Perersen. He told us.

Senator Bmere. He told you.

Ms. Perersex. He told us as well that he was interested in buying
color television sets, 19 to 21 inches.

Senator Bisre. He told that to whom?

Ms. Perersen. He told that to Dy. Keenan and myself.

Senator BieLe. The two of you?

Ms. PerERsEN. Yes.

In fact, he placed an order in writing for television sets of this
size. He told us that-he would give us $100 apiece for each television
set 19 to 21 inches in size, $80 for any set of lesser dimensions.

T have here the back of a bank envelope in which the prices are
listed, as well as the card which he gave us for future contact when
we had the television sets. We indicated that we would have no
problem getting them.

Senator Biere. This is a card that who gave you?

Ms. Perersen. Mr. Juan Daire gave to me.

Senator Bisre. That Mr. Juan Daire gave to you in his store?

Ms. Perersen. That is correct,

Senator Bisre. What day ? ‘

Ms. Prrersew. The latter part of May or the beginning of June.

Senator Bisre. 1973% .

Ms. Prrersen. Correct.
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i ' an would have something to add.
]égiilgg %imlée e]%‘:)n}%u hawe zu]%y' ac%chtlolml way
ation her Teall Mr. Daire? . i
fo%dmlégllzl\?&e })ifgrﬁot %elieve so, sir. I believe Tieutenant Woods
T. FEN AL .

X ave laid the foundation. ) .
ang Mséo]ie%agsg 1%7"7:1'3 you with Ms. Petersen at the time of this
en .

mcmenltiimmm. T have a photograph here. We c‘%ressed in a manner
.Dr).d di;‘ferent than the way we are dressed tod aéy.1 e would not
gl }; . Brere. 1 Mr. Daire would look at you olc agh, o e
. Senl?i:el the two of you as being the same pegc:{pgle that he v
ctore 1 the end of May or the first of June 1973. e 3. Daire,
sto]ge OKFE\* sx. T do not know. You would havetflo as {ou . Dabre,
r. ABENAN. o A any )
were dressed differently \
]S)em?[tio’ﬁl;zggrj}ai’zs?gir. As is indicated by thge photograph.
S;mtor Biere. You were diessed this way*
VAN at is correct. i .
]S)énggf l\lg\;.mrlth;ttllfi;{l)(l T would probably recognize at least you
¢ too much different.
Y%rd(i{%g%}g} ng‘)tuna,tely or ugtmétgn%tgly,
seur q 3-da7 growth ot beard. o ‘
o %ng}clciﬂll%ﬁgmg&:.BP;ZIiasen looks tg.e smﬁa E?:gﬁiayl: éﬁedgﬁfeeg
1o differ "do not know if anybody cowld I e -
tllggf ;E?lzﬁ:?l%[t.d](:) %%élgllink you would have qualified for a masquer
ade anyway.

This 18 thzea way ‘ "
D%ie’slg;gi;& That is correct. Thab photograph was taken on tha
g, ' i . otion, that will be marked exhibit 1,
' . Without objection, tha ]
siri%n?soiz Ei?omnlgrvexhibit we have so far that has been proper:y

identified. This is the exhibit.
Dr. Kzexax. That is correct.

of laying the

the photograph tends

you looked ab the time that you went into Mr.
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Where i of
M’l‘! ‘”_(xlll .‘1\"”‘,\‘1“'. ttem referred to was marked exhibit No. 1 for
e tfieatien, The information referred to follows:] o o

EXHIBIT 1. - Photograph of Lurame Strait Petersen, |
Keenan

e and Drec R, Renneth

g
NPTy
AR
)
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Senator Binre. Likewise the eard which you have Landed to me
which. as T understand i, you told me that M. Datre nded to vou

Dr. Kerxax. That ixcorrect. Thatisa business card.

VMe Prrersey, At that time the nume wasno srossvd out.

Dr. Krryax. Certain parts of thet card were obliterated by miveelf
Leeanse there was an earlier deaft of a report that myself wnd M-
Potersen did in which the card was reproduced. Agam, we were 1ot
in the process of making a caze on it. Wo wanted to obsenre the
qetual aildress and name of the “drop.”™ At the =ame time we waiiteld
16 offer some evidence of communication. We did have the »videnee,
the bank envelope, the depasit eard that vou nave there.

You will sce the fignres =7 X 247 We represented that we had 24
radios in order to get maximun mileage from our one radio.

Senator Bisre. First vou identify thi= Cocoanu Grove Dank eard,
T eaess this ix adeposit <lip of some kind.

Dr. Krexay. Deposit envelope, T believe.

Senator BipLe. Whatever you want to call it

What is the significance of this?

T this something that you had with vou!

Dr. Kreyax. It is a piece of paper that Mr. Diive had i his store,

Senator BisLe. In his store!

Dr. Keexax. Yes.

Not to his dizseredit, he does not speak Fnglish very well, and we
were negotiating a business deal. That i=. We Avere negotinting at
what price we would sell him the 24 radios which we represented we
had.

Senator Bisre. Who wrote the =217 the »77 the SR

D, IKeexax, Mr, Daire.

Senator Bisne. This is My, Daive’s writing ¢

Dy, Krexax. That is right.

Senator Bsre. What is the signifieance of the other writing?

Dr. Keexax. T think you will <ee a figure, =807

Senator Binne, T see two figure #=0™ s One looks Vike ®s0, aud the
other S0, )

Dr. Krexax. Both are meant to be $80, e indicated thoze were
for the lesser dimensioned TV Ile also stated a figure of =1,
which was for 23 inches or 21 inches or above.

Senator Bsre. Color television sets?

Dr. KeeNax. Yes.

Senator Biorr. The significance of the 100 and the w80 and the
w7 ave., those ave the prices that he was willing to pay you for these
threa artieles?

Dr. Keexax. That is correct.

Senator Bisre. Is that a correct statement ¢

Dr. Keevay, e was competitive with the rest of the people that
would buy the stolen items.

Senator Birre. For the purposes of the record, this exhibit, which
will be made in conmection with the caze of Mr. Daire, will be
marked as part of the record.
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[Whereapon, the item referred to was marked as exhibit No. ¢ for
identification. The information referred to follows:]

EXHIBIT 2.~ Bank deposit envelope of the ¢

oconut Grove Bank, and business
card, as submitted in

evidence by Dr. R. Kenneth Keenan

L4
Name\\ '
No.\_Daﬂa
—_——
No, of Houes___
—_—

Reg. Amt. $\
Overﬁmex_ Amt. $_.

Gross Earnings §

FICA\

Withholding
Misc.

————
—

Tot.
Ded. $
NET EARNINGS R
Prompt, Courteous Loan Servico

For AUTOMOBILES, BOATS

—

See Our Family Banking Specialists
9:30 A:M. to 4:30 P.m,
Monday thru Friday

DRIVE.IN TELLER WINDOws

7:30 A.M. UNTIL 6:30 P.M,

MONDAY THRoUGH FRIDAY
MEMBER F.D,1.c,

Coconut Grove Bank

2701 SOUTH BAYSHORE DRIVE
TEL.: 443-5271

J

N
A

A

/& ¢ ,
P

Comple’}; Banking Services, -,

Appliance Loans
Automobile Loans
Bank-By-Mail
Cashier Checks
Checking Accounts
Collections
Commercial Loans

Drive-In Tellers

Refrigerated Fur Vaoult

0.7

/@

mprovement Loans
Instalment Loans
Money Orders
Night Depository
Safe Deposit Boxes
Savings Accounts
Traveler’s Checks
Walk-Up Teller
U. S. Savings Bonds

~ Vault for Valuables
DEPT. SERVICES

COMPLETE TRUST
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Stereo ‘ + Phone: Color T.V,
[l
i . .
PROFESSIONAL DRY CLEANING
WASH & FOLD -:COIN WASH
COIN OPERATED DRY CLEANING
1
Open Moriday - Saturday
7:00 A.M. -9:00 P.M. Avenue

Sunday: 7:00 A.M. - 8:00 P.M. Coconut Grrve, Fla. 33133

Senator Bisre. I think that is all T have from you people from the
Miami Police Department. T do not think there will be any subse-
quent questions. T cannot anticipate any.

defer momentarily to staff if they think there would
else that might be asked.

Staff advises me that they feel there is no reason why you cannot
be excused at this time. I want to tell you how grateful I am to you
f)m(‘} coming out of sunny Florida up to even sunnier Washington,

Mr. Garvire. Thank you, Senator.

Senator Brsre. Each of you may be excused at this time, and T
want to thank you for coming here and giving us this information.

I am informed that Mr. Daire, because of his possible inability to
understand all of the questions which might be asked of him, shonld
properly have the benfit of an interpreter. That being true, I would
ask Mr. Seidenman to come forward at this time and be sworn,

Let me lay a little foundation for my presenting to you the oath.

First, would you please state your name?

Mr. Semenyan. Neil Seidenman.

Senator Bisre. Where do you reside ?

Mr. SemenuMaw. T live in Silver Spring.

Senator Bisrx. You are employed by whom ?

Mr. SemeNMaN. By the State Department.

Senator BreLe. Here in Washington, D.C.

Mr. SemeNMaN. Yes.

Senator Biere. Have you been so employed for a number of years?

Mr. SemENMAN. Yes, T have worked for the State Department for
15 years. ,

Senator Bisre. In what capacity ?

Mr. SEmEnMAN. As a staff interpreter.

Senator BisLe. As a staff interpreter?

You are proficient in interpretation of what languages?

Mzr. SemenaaN. Spanish, Portuguese, and Italian.

Senator Bisrr. Have you been used in this capacity in interpreting
Spanish, Ttalian, and Portuguese in other instances?

Mr. SEmENMAN. Yes, sir.

Senator Bmrr. All T am trying to do is lay a background for your
qualifications. You appear to me to be qualified.

May I administer the oath to you? :

Would you please raise your right hand? |

be anything -

T in
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Do you, Neil Seidenman, sclemnly swear that you will well and

- truly interpret unto this witness, Juan Daire, the oath which will
- now be administered to him, so help you God?

. SEmENMAN. T do. .
lgie;atlojr Brere. Thank you very much. If you would remain stand-

A il Sei vear that i1l well
ou, Neil Seidenman, solemnly swear that you will ¥

anﬁn&ﬁ; }:{ntérpret unto this ’Witness, Juan Daire, the questions

which will be propounded to him by this committee, that you will

well and truly interpret unto this committes the testimony that

should be delivered by this witness, Juan Daire?
', SEENMAN, T do. .
g%nator Bisre. Now you may be seated in the front row.
Now, Mr. Juan Daire, would you come forward. LM
My understanding is that you are accompanied by counsel, Mr.
Daire. Is that correct?
Mr. Damre. Yes. )
Senator Bmre. The an?iweli;_lfs yﬁ.& T
ould counsel please.identify himself?
Xgr.uCOWAN. M? name is Bernarr C. Cowan. I am an attorney at

lawin Miami, Fla., at 126 Southeast Second Street.

Senator BisLE. Are you able to handle Spanish as well?

Mr. Cowan. No, Senator, I am not. i .

Sel;m,tor Brere. You need the interpreter just as well as your client
dOﬁ. o T

. CowaN. Yes, sir. . o

Seiajtor Bisre. 1,7011 may be seated there, and I will administer the
oath to Mr. Daire. o .

Mr. Juan Daire, your appearance here today is in response. to 8
subpena of this committee dated April 22, 1974. Before I ad_lérlnmstex
your oath and begin questioning you,l‘\gvﬂl you please provide your
correct name and address for the record ?

Mr. Dame. Juan Daire. My address is 814 Monterey, Coral Gables,
Miami, Fla.

Senator BieLe. ’{‘hanktyoul. Lind ight hand

Now, will you please stand and raise your righ d.

Do y,ou, Jiylan %aire, solemnly swear that the testimony that ym%
are about to give before the Select Committee on Small Bu‘i-*,lpessbot
the U.S. Senate shall be the truth, the whole truth, and nothing bu
the truth, so htil% you God ?

Mr. Dare. I do. . _

Senator BiBrLe. You may come up and be seated and have your
counsel with you.

-~

TESTIMONY OF JUAN DAIRE, PROPRIETOR, NORMA ELECTRIC
JEWELRY, MIAMI, FLA., ACCOMPANIED BY BERNARR C. COWAN,
COUNSEL; AND NEIL SEIDENMAN, INTERPRETER

[The following testimony of Mr. Juan Daire was had through the
interpreter, Mr. Seidenman.] R .

Serll)a;tor Biers., Mz. Daire, do you own and operate a retail ‘busjlﬁli.es's.f
by the name of Norma Electric J ewelry, located at 227 NE. Firsh
Avenue, Miami, Fla.?
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Mr. Dame. I respectfully refuse to answer, the question on the
grounds that it may tend to incriminate e,
Senator Bmre. Do you also own and operate a business concern

known as Mighty Oaks Coin Wash located at 2852 Oaks Avenue,
Coral Gables, Fla.?

Mr. Dame. I respectfully refuse to answer

may tend to incriminate me.
enator Bise. When did you begin these businesses?

Mr. Darze, I respectfully refuse to answer on the grounds that it
may tend to incriminate me, .

Senator BrsLE, Are you the sole proprietor of these businesses?

Mr. Dame. T respectfully refuse to answer on the grounds that it
may tend to incriminate me,

Senator Bisre, You have just heard the testimony of Lieutenant
Woods and Ms. Petersen. :

For the record, is it correct that you are actively engaged in the
fencing and recelving and distributing and selling or %rokering of
stolen property ? :

r. Datme. I respectfully refuse to Siswer on the grounds that it
may tend to incriminate me. ,

Senator Brsre. For what crime do

lead to the prosecution ?

Mr. Dame. I respectfully refuse to answer on the grounds that it

may tend to incriminate me.

Senator Bmsre. You heard Ms. Petersen’s testimony that she and
Dr. Keenan approached you with merchandise that was reprasented
to be stolen. At that time you directly offered to purchase 24 TM

radios for $7 each, and turther, you negotiated this order in writing.
Is this correct ?

Mr. Dame. I respectfully refuse to
may tend to incriminate me,

Senator BisLe. Did you order specific stolen goods frian thieves?

Mr. Dame. I respectfully refuse to answer on the wrounds that it
may tend to incriminate me.

Senator Brsre. Did you order stolen television sets from Ms. Peter-
serii a?d Dr. Keenan when they approached you with: the stolen
racio? ’

Mr. Dame.I respectfully
may tend to incriminate me.

Senator Bisre. Do you normally purchase goods for your store
such was this at less than the wholesale fair market value?

Mr. Dame. T respectfully refuse to answer on the grounds that it
may tend to incriminate me., '

Senator Bsre. Do you normally purchase from thieves?

Mr. Dame. T respectfully refuse to answer on the grounds that it
may tend to incriminate me. : : ;

Senator Bmre. How much do ‘you pay, for example, for a small
new color television set? ‘

Mr. Damre. I respectfully refuse to
may tend to incriminate me.

Senator Bmre. Are you familiar with those dealing and selling
goods in the city of Miami? '

on the ground that it

you believe your answer might

answer on the ground that it

refuse to answer on the grounds that it

answer on the grounds that it
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Mr. Datre. I respectfully refuse to answer on the grounds that it
incriminate me. ) ) Lo
m{LS):altlc;itlgl'tchBLE. Do you conduct business with these individuals
when you receive merchandise which is not salable to either of your
inesses ? .
twl(v)Ill?.u %lglefm I respectfully refuse to answer on the grounds that it
: d to incriminate me. '
m‘ge;(;l%or Bisre. As the proprietor of these businesses, do you ‘de-
clare to the State of Florida that you had sales of $9,591 g;t Norma
Electric Jewelry, and you collected sales tax on this amount?
Have you also filed appropriate business or personal Federal income
‘eturns? .
taﬁﬁ lll)AIRE. I respectfully refuse to answer on the grounds that it
may tend to incriminate me.
S};nator Bisre. Did you file returns for 1972? Ci
Mr. Dame. I respectfully refuse to answer on the grounds that 1
tend to incriminate me. . )
mt»bs};n?mtor Bipue. Lieutenant Woods has testified that the public
records of Dade County indicate that during 1978 you made tfvo
Jarge real estate transactions which apparvently 1nv91ved lax g(é
amounts of cash on the order oflﬂsi;zo,({OO. Theste transactions do no
appear to be reflected in your local bank accounts. ’ .
p]%o you maintain a safe deposit box or more than two checking
accounts ? 7 ounds that it
Mr. Darme. I vespectfully refuse to answer on the grounds that i
may tend to incriminate me. ) ) ‘ |
S};nator Bmre. For the record, Mr. Daire, let me make it clear tha(tlz
the testimony here this morning and this afternoon has 1mp}1gré%
your reputation. It has been alleged that you are engaged in 2
fencing, the receiving and distributing, the selling and brokerm%1 0
stolen property. You now have an opportunity to answer these
accusations. You have chosen to remain silent. . :
We can only conclude that by your acquiescence in the statements
that have been made about you, that you believe that the accusations
to be substantially accurate.
Is that correct? )
Mz, Darre. T rvespectfully refuse to answer on the grounds that it
may tend to incriminate me. o i ‘
S};nator Brore. It is certainly your constitutional right to take th‘e
fifth, as we all know. I have no further questions, and you are
excused as far as T am concerned.
Thank you very much. ) _
Our neZt WithSS will be Miss Marilyn I. Walsh, doctoral candi-
date, School of Criminal Justice, State University of New York at
Ibany.
If you would please come forward and please be seated. .
Senator Javits has sent me a note asking me to apologize for him
at his not being able to be here to receive your testimony personally.
He did want to thank you for taking the time to share with this
committee your experience and your research in the fencing area and
commend you for such a thorough and concise statement.
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great distinction as Senator Javits and

fr Cl
om your 3tate of New Yor , and a fellow member of this commis

tee, and the ranking Re ic
: ubli

very fing complime%m .tp y
hearing your statement,.

_Your full statement will be submit

d sit through the test; i
C lm . e » 3 o
statoment o b o Lo lcing&?fls morning, you might highlight the

e prepa‘red statement of Miss Walsh follows:]

0 you, and I am going to look forward to
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S

an on the committee, I think that ig 8
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STATEMENT BY
MARILYN E. WALSH

COCTORAL CANDIDATE, SCHOOL OF CRIMINAL JUSTICE, STATE UNIVERSITY OF NEW YORK
AT ALBANY, 1400 WASHINGTON AVENUE, ALBANY, NEW YORK, 12222

BEFORE THE SENATE SMALL BUSINESS COMMITTEE
APRIL 30, 1974

MR. CHAIRMAN AND DISTINGUISHED SENATORS:

I want first to thank you very much for your invitation to speak here
today and for your interest in my work, I hope that the information I have
to offer can be of assistance to this committee in its endeavor to interdict
the activities of the criminal receiver of stolen property.

I should explain that my statement is based upon a three year investiga-
tion of criminal receiving in one urban area of the United States. It has
been accomplished with the help and assistance of a police department and
a distriet attorney's office and only the major findings will be summarized
here. {

The fencing industry investigatéd handles approximately $8 million dol-
lars worth of stolen property per year in a metropolitan area consisting of
one and one half million persons. One need only multiply this volume of the
fencing industry for every American city to gef: some idea of the scope of the
theft problem supported and facilitated by the receiver of stolen property.

In my work, three main kinds of fences (as the receiver is colloquially
called) were discovered: businessmen—fencés, criminal entrepreneur-fences,
and independents. By far the largest group in the industry is represented
by businessmen—fences, comprising nearly 67 percent of the sample of fences
studied, These individuals are all pmpfietors of legitimate businesses: and

handle stolen property either through them directly or by using the resources
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of these businesses for such purposes, The primary types of businesses in-
volved ‘are presented in Teble 1 (attached), Although fences tend to cluster
in certain trades, it is apparent that the status of being "in business" is
more important to a trade in stolen property than is the particular nature

of the business one is in. Some of the businessmen-fences in -the sample

are, of course, fairly marginal, entrepreneurs, but some are indeed success-

ful and respected businessmen in the community. Few of these individuals

can be considered "fuil—time" -fences and most show a commitment as well to

the health and well-being of thein legitimate endeavors.

Businessmen-fences tend to divide into three groups: A. ‘those who

only handle stolen property consonant with their legitmate lines of merchan-
dise, (a furniture and appliance . dezaler handling stolen itelevisions, for

example); B.  those who handle disparate goods in large volume, ‘(the res-

tauranteur handling stolen office equipment in large quantities); and

C. those who deal in high unit value property items distinct from thein
licit line,

(the construction contractor handling stolen jewelry s for ins-

tance).. Each of -these groups displays a different place held by the recei-

ving trade in ‘the business portfolio of the businessman-ferce. For example,

individuals in Group A seek to blem%tolen goods with a Jicit line of mer-

chandise, allowing the legitimate business to define the illicit trade.

Those in Group B tend ‘to exploit the facilities of the legitimate busmess
for illicit purposes, And those in Group C use the legitimate enterpmse to
generate revenue for illicit commercial investments.

» Because of the prominence of the businessman-fence in the industry, he
is estimated to be responsible for the largest volume of stolen property
handled, in the widest assortment, from: the widest range of thieves, from

the .drug addict to the professional burglan,

RN
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Criminal entrepreneur-fences are those individuals alleged to be mem-
bers of a crime superstructure, i. e. organized crime. They comprise 12
percent of the industry in the metropol'i’can area studied, Criminal entre-
preneur-fences are drawn from both the "executive' (managerial) and the
“operative" rapks of criminal superstructures. Thus, known fences in this
group ranged from the operatiy_g level "enforcer" (i.e., the hired tough
man associated with loan sharking and other 11licit goods and services
industries) to the big time racketeer for whom such operatives might work.
Table 2 (attached) lists the primary crminal avocations of the criminal
entrepreneurs in the sample.

The criminal entrepreneur-fence's receiving trade is built upon the
dimensions of status and power accruing from his affiliation with an or-
ganized criminal network, and not upon the foundaticn of a legitimate or
quasi-legitimate commercial setting. Depending upon his status in the cri-
minal organization, the criminal entrepreneur fence will exercise power in
di fferent ways. The enforcer (occupying an operative's status), for example,
displays power directly and often brutally, usually employing what is known
as the "shake-down" in order to acquire stolen property. This consists in the
extortion of property from thieves through the uSe or threat of violehce‘ on
‘the thief's person, Generally the operative Yshakes-~down" burglars for
property: items he’may want for himself or for friends.

Persons of middle range management status in crime superstructures, pre-
siding over their own, pre-existing criminal endeavors (loan sharking, nar-
cotics, gambling or vice operations, for example), will more subtly display
power in the pursuit of stolen property. Thus the loan shark can be found
to extract goods or "favors" frem persons indebted to him (a common example

being the extraction of a promise of assistance from a frigk’~ driver ina

39-415 O « 74 - ph, 3 - 4
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hijacking); or the narcotics dealer will be found willing to accept mer-
chandise in exchange for dmgs. In these cases the power relationship be-
tween the criminal entrepreneur fence and his client is implicit and essen~1
tial, and yet remains submerged below other tying arrangements. Sti1l more
subtle and more influential are members of the higher echelons of criminal
organizations whose power and status bring clients to them for the purposes
of medfating disputes or of making use of their extensive contacts and
resources. Thus other fences might be seen *o come to the criminal entre-
preneur if and when special transportation and storage facilities or arrange-
ments are needed for stolen Pproperty, AA theft of paintings in the city
studied, for example, ended up (authorities believe) in Germany with what is
believed as well to be the assistance of the local crime superstructure.

At a completely different level, ‘the burglar, vulnerable to the ""shake~-down"
of ‘the enforcer, is likely to offer stolen property to the racketeer in ex-
change for protection. -

It is interesting to note, however, that the criminal entrepreneur was
not found to be a major outlef for stolen property in the city studied. .In-
stead his larger role is played in the setting-up of thefts (particularly
hijackings) and in the arranging for speci 'l transportation functions to be
performed. This finding is similar +o what Vincent Teresa, in his book My
Life in the Mafia, reports when he notes +that even where the criminal syn-
dicate with whoem he was involved had engineered a hijacking, the goods gen-
erally went to unaffiliated fences,l Because of the special position oceu-
pied by the cpiminal entrepreneur-fence in the theft microcosm and in crime
generally, nearly any type of thief can become his client, And bécause of

the extensive resources on which the eriminal entrepreneur can call, no

specific product lines are characteristic of his operations.
. .

i
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Independen. fences make up approximately 15 percent of the industry
studied and are divided ipto two groups, - The first group, employees, work
for others in a wide range of legitimate occupations, ranging in the city
studied from. truck driving to local gO\;ermnent service. As a sidelight,
however, these individuals engage in a receiving trade generally selling

from their homes to a snall set of customers. The second group of inde-

pendent fences is made up of persons with no visible means of support ex~

cept the fencing trade. ' These individuals account for the industry's full-

time fences. In this latter group we find the street and bar peddiar and
more small-time residential fencing operations,

The independent fence has neither a sophisticated front nor the power
of an organization behind him. His brand of criminal Ienc;t:]l-;g is dominated
by a personal style often involving face to face mgetingsAwith the thief
but also with the customer. The most frequent clients of the independent .
are the drug addict and the shoplifter and his favorite product lines are

clothing and entertainment equipment.

The rest of the industry studied was populated with miscellaneous
(i.e. unclassifiable) persons or more notably with thieves or former thieves.
Interestingly enough, thieves are some of the léast successful of criminal
receivers. Their disabilities in this area seem to lie with three factors.
First, thieves have a high level of visibility to enforcement authorities.
The burglar, for example, is much more likely to have an arrest record than
is the fence, Thus many of his activities may attract a degree of monitoring
and surveillance uncommon for the average fence. The more attention the
thief-turned-fence attracts; the less successful he can become in his new
venture. Second, the burglar rarely establishes himself in a legitimate

occupation as he pursues his theft career; and he is even less likely to
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have retained extensive amounts of capital from his theft activities. With-
out an occupation or his own business in which to store or cover property,
and without the capital to either purchase such facilities op property it-
self from other thieves, the burglar becomes extremely vulnerable to police

property recovery efforts, Finmally, the competitive structure within the

property theft industry suggests that functionaries in the industry (par-
ticularly the fence) have something of a stake in maintaining the burglar
in an operative rather than a managerial theft role,, Since it is the better
burglar who decides to turn fence (as the years creep upon him), counter—

vailing pressures within the industry are likely ‘to try to discourage such

a career shift. ' Thus, the burglar may be put at a disadvantage by those

whose self-interest is best served by his remaining a thief.

Products Handled

Table 3 (attached) lists the products handled by the fences studied

in order of frequency. It was interesting to find that receivers tend to

1imit themselves if not to specifie products at least to product linés,
For example, while a fence may not limit himself to' televisions he will often
confine his activities to “he broader area of "entertainment equipment”, i.e,

televisions, stereos, radios and records. Similarly, vather than handling

only men's suits, a fehce may instead limit himself to the product line
"elothing". Some fences do s Of course, specialize within product areas hand-

ling only women's dresses or televisions or diamonds, for example.

There are two strong and major trends in'the fencing industry relating

to products, - The first of these is the tendenay of fences to specialize

along product lines rether than within such lines. Thus, fences appear

more likély to carry a full line of product: rather than specific items from

a-line.  The most frequent case finds the fence limiting his illegal goods

e
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to either one or two full lines of products, a pattern found in nearly

59 percent of the sample studied. Al’choggh some fences are known to carry
) Hieir ambers -

three or more specific lines of products;,\are relatively small; and those

individuals designated as generalists, connoting the handling of products

so wide-ranging and changeable as ‘to defy specificity, comprise a mere

6 percent of the saxﬁple.

" The second trend to be found in the industry relates to product spe-
cialization,  Here the dominant tendency is for the receiver to concentrate
his activities on but one product, The one~product fence is to be found
in 12 percent of the cases, exactly doubling the frequercy of the generalist.
The fence who carries two or more unrelated products is not a significant
figure in the industry, being found in ohly 3.5 percent of the sample. The
dominance of the one-product fence tends once again to emphasize the apparent
preference of the illicit middleman for the product line rather than for
dindividual products; for once the fence expands beyond the handling of one
product, his tendency is towards the establishment of a full line rather .
than the addition of similar or unrelated individual items.

The Fence and The Thief

The volume of stolen property handled by the fence, the nature of that
property, and the eeondition in which it will be accepted (i.e., whether new
or used), will determine the kinds of thieves with whom the fence will do
business. Thus, the fence who deals in diamonds and expensive jewelry is
mre likely to do business with the professional burglar than with the drug
addict thief. Similarly, the receiver who deals in volume merchandise is
likely to be handling goods for lesser skilled thieves than the professional
who prefers to steal in quality rather than quantity.

Perhaps the more important dimension to the relationship between the

fence and the thief, however, relates to the kinds of fences known by the
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burglar for they will determine his theft activities, Thus if a thief only
knows of fences who handle stolen televisions ‘and stereos, he is likely to
limit his thefts to such items. This is because the fence is the reward
mechanism for the thief and by manipulating the prices he pays for mer-
chandise he can influence the stealing behavior of many thieves. Of course
the fence's "direction" of the thief is not always so implicit or subtle as
this. Many fences, by virtue of their oceupations and businesses are in

an excellent po‘sit'ion to develop information important to the commission of
& theft. By sharing such information with thieves, they can exactly direct
the thieves' behavior and be sure as well of ‘the nature and volume of the
property they will be receiving, In such cases of course it assumed that
the stolen goods will revert to the fence who has supplied the important
information, with the terms of exchange agreed upon before hand. Scme
examples of ‘the fence in this role of ""set-up man" and information pro-
vider are the estate appraiser who "sets-up’ the theft of an estate after he
has evaluated it and before he handies an auction of its contents, and ‘the
insurance salesman who “sets-up’ clients after having inventoried their house-
hold possessions,

In cases such agthese the receiver is in effect the engirieer, the prime
mover, behind a theff and the thief merely an operative for the former's
plans. In all instances of thefts of property, however, the fence performs
the very critical service of allowing the thief to divest himself of in~
criminating property, For this service the fence is duly rewarded. TIn the
city studied, thieves tended to receive on the average 10 to 15 percent of
the retail value of merchandise from the fence, ‘I‘his is with the exception
of the pnsfessional thief who negotiates in terms of wholesale ‘prices, some-

times receiving as much as one third to one half of ‘the wholesale value de-
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pending upeni the nature of the property in question. It is extremely un-
likely however that the thief will receive any exchange price fram the
fence that more closely approximates ﬂqg actual value of the merchandise.

It is clear, then, that the criminal receiver of stolen property can
acquire property rather cheaply from the thieves with whom‘he deals., What
may riot be so obvious, however, is the manmer in which he derives his
price policy when he goes to resell such goods. It has generaJl}{ been
assumed that the fence has a single, uniform pricing policy which is to
mark all goods down from their legitimate market prices. In the industry
studied, however, that was not found to be always true. Instead the price
the fence quotes for his wares will often depend upon the circumstances
under which he sells them. For example, the businessman-~fence selling
stolen property through his own retail outlet will price that merchandise
in a manner similar to his licit goods. If he is a discount merchandiser,
the stolen goods will carry discount prices; but if he is a normal market
price retailer, those goods will carry those prices. Thus.the jeweler
éoes not price stolen diamonds as cut-rate stones. .To do so would reflect
on the quality of his other merchandise and bring scme suspicion to him.

It is also likely that the fence's customer may influence the price
he asks.. for stolen merchandise, - Thus the "knowledgeable" customer would
expect to be offered goods at bargain prices; while the naive customer
might become suspicious were thesek same prices offered to him.  The exact
nature of the market for stolen property and its sources of demand remains
an area we know very little about and needs some important investigative
work,

Summary and Recommendations

It is not laiown, of course, how representative the fencing industry

R A
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studied is of fencing industries elsewhere in the country, although in-
formaticn I have received from other cities suggests that many of the same
patterns emerge acwoss the country., If this is so, then we should begin
to leok: very carefully at steps to be taken to interdict such illicit dis-
tibution systems. In doing so, we should remember first that we are not
dealing with a group of amateurs, but with persons possessing a great

deal of expertise in the area of the marketing of goods generally and of
stclen items in particular. Many of the fences studied hold legitimate
positions in channels of distribu’cion while others have extensive quasi- -
legitimate contacts in licit channels. We should be additionally concerned
at the ease with which stolen property appears able to mesh in legitimate
channels with legitimate goods and to find ready markets. And finally

we should approach the problem of theft in full awareness of the fact that
in the final analysis it is the fence and not the thief who directs the
course of theft in this society, by creating the incentive for it and in
many cases the opportunity as well. In designing strategies for the pre-
vention and/or successful intervention in the property theft area, then,
it is the fence t;ho must be kept uppermost in'mind . The recommendations
suggested here are airected ‘to the fence specifically rether than to the
thief. R

1. It is clear that if anyone has information relating to the fence, !

it is police departments, The dilemma is that responsibility for enforce-

. ment efforts against the fence is a task rarely doled out in police units.

Instead traditional policing in the area of theft is directed toward the
thief. Given the base of information that undoubtedly exists about the
fence, it is recommended that enforcement efforts in the form of actual

"fencing Squads" be developed in police agencies at all levels. Such

bt i
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squads sheuld draw upon existing expertise in the theft area found in more

tpaditional police details such as auto theft, burglary, narcotics, pawn-

broking and special frauds. The goal of. such squads should be the com-

pilation and processing of all theft information in the agency with a view

toward setting enforcement priorities. In addition it should generally

| work toward the recovery of property rather than the arrest of thieves

which is the more common approach of theft enforcement efforts. If and
when' the criminal receiver attracts the kind of enforcement resources coii—

mensurate with his importance, I believe we will be abla ‘to present a much

- better record of action taken against him than we can at the present time.

We may also have a better idea about what specific strategies would most
effectively act to curtail the receiver's activities. In the interim, if
fencing squads are to have any real chance of impacting on the fence, some
changes in the environment must occur. These changes form the body. of
our final three recommenuations.

2. - Perhaps the most important step that can be taken in the area of

property theft is a program of public education. In this regard this com-

" mittee is extremely important and is doing an excellent job., It is sur-

prising .to find out how few people actually know anything about the fence,
if indeed they understand just who he is and what he does. Most of the
public conceives of the criminal receiver as a little man on 42nd Street

in New York City with watches on his sleeve. They can not begin 5 therefore,
to appreciate the cpitical role played by the receiver in the support and
Facilitation of the thief's activities, ' That is one of the reasons why
receiving cases are so difficult to prosecute; The court room is not a

setting in which criminology can be taught and yet the district attorney

- must not only prove a fence's guilt but also show that what was done was a

IR Ak AT AR




522

Walsh statement (12)

crime in the first place. I have watched a district attorney try to do
this and it is indeed a formidable task. It is critical, therefore, that
the public be made aware of the important role of the criminal receiver and
the importance he bears on.the security of their property.

3, Essential to any program in the area of property theft must be the
design and implementation of better systems for the identification of
property. It is almost inconceivable that in such a complex and developed
society“as‘ ours that the bulk of our possessions. are anonymous in
nature; that is, ‘that they possess no individual identities. Very often
the potential for such individual identification does exist but i# not
utilized. Thus mass-produced goods are often serialized in production,
but such serialization is not retained when the products are sent into
transportation channels. - Similarly, relatively few are the property owners
who keep records of the serial numbers of their possessions or who mark
such items themselves.

Recently a program that was initiated in Monterrey Park, California
is being replicated across the country. This program, called "Operation
Identification'", encourages property owners to borrow engraving devices
and to mark and keep records of property items. Such programs should
be encouraged and extended for only in this way will enforcement authorities
have the best chance of recover'yg property stolen. In order to further
encourage such programs, it is récoﬁmended here that insurance compariies
be allowed to offer rehates to clients who participate in such efforts and
place on file with them records of their identified goods.

4. Finally, it is recommended tl;at both manufacturers .and other commercial
property dvners, shipping in interstate commerce,be ’i‘equired to maintain

systematic and individual records of the property contained in all such
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shipments. In this way we should be better able to trace and recover
property stolen in transit or from transport facllities and learn the

channels used by fences in the cargo theft area.

Once again let me thank the Committee for the opportunity to speak
here, and I hope that I have been able t» be of assistance to you in

this matter of importance to &ll of us.
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ATTACHMENT 1

TABLE 1

Business Establishments of Fences Arranged
in Order of Frequency (includes all those with an n 1)

Business Category

Antique dealer, art appraiser, auctioneer
Furniture/appliance stores

Restaurants

Bars/Tavems‘

Light construction/remodeling companies
Grocery stores

Novelty stores/second-hand merchandising
Salvage and junk companies
Jeweleréf/jeWelry manufacturing fiyms
Auto parts/repairs/ service stations
Moving and storage/ Trucking companies
Pool Rooms/Bowling alleys

nurber in sample

8

7
7
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ATTACHMENT 2

TABLE 2

" Primary Avocations of the
Criminal Entrepreneur-Fence, N = 14

Main Income Source
ocnng.
Narcotics traffic N
Pimping
Loansharking ’
Enforcer/labor racketeering
Syndicated gambling/racketeering

’

Hood

N = w

~N
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‘ . STATEMENT OF MISS MARILYN E. WALSH, DOCTORAL CANDIDATE,
ATTACHMENT 3 } SCHOOL OF CRIMINAL JUSTICE, STATE UNIVERSITY OF NEW
i YORK AT ALBANY
TABLE 3 Miss Warsa. I would first like to thank you very much for your

 invitation to speak here today and for your interest in my work. I
+ hope that the information I have to offer can be of assistance to this
-+ committee in its endeavor to interdict the activities of the criminal
% receiver of stolen property. )

Products and Product Lines
Handled by Criminal Receivers
(listed in order of frequency)

Single Products

Televisions
Cigarettes
Stereo sets
Tape players

Office equipment

Metals E
Appliances . businesses, and handle stolen property directly through them c. by i
Furniture " using other resources. i
fﬁw : Attached to the written statement is a listing of the primary types 3
Antiques - of fences involved. Although fences tend to cluser in certain trades, o
Coins - 1t is apparent that the status of being “in business” is more impor- %
Mens' clothing » tant to a trade in stolen property than is the particular industry that |
i;x;egb?zzg 4 one is in. Some of the businessmen-fences in the sample are, of |
Arto pgms + course, fairly marginal entrepreneurs, but some are indeed successful g
Guns + and respected businessmen in the community: 4
Paintings + Businessmen-fences tend to divide into three groups: first, those g
Stamps -+ Who handle sfiolen property that is consonant with their legitimate ]

PR NI RE K IY

: I should explain that my statement is based upon a 8 year investi-
« gation of criminal receiving in one urban area of the United States,
5, It has been accomplished with the help and assistance of a police
department and a district attorney’s office and only the major find-
. ings will be summarized here.

The behavior of the people that I observed in receiving stolen
property was an industry, an industry receiving $8 million worth of

TR

Watches , property yearly in a metropolitan area. One need only multiply this

‘é;’;omblles + volume of fencing for every American city to get some idea of the

Records ; scope of the theft problem supported and facilitated by the criminal
* receiver. , ~

Product Lines 1 The fencing industry I observed was composed of three main kinds
- of fences: businessmen-fences, criminal entrepreneur-fences, and in-

gigiﬂg . dependents. By far the largest group in the industry is represenfed

4 by businessmen-fences, comprising nearly 67 percent of the sample of

fences studied. These individuals arve all proprietors of legitimate

. lines of merchandise, the example, a good example being the furni-
{ ture and appliance dealer who handles appliances, entertainment

- equipment, television, stereos, and this is by far the largest group,

. comprising 48 percent of the businessmen. N
The second group are those who handle disparate goods in large

. volume, a good example of this being a restauranteur handling stolen

+ office equipment in Jarge volume, particularly from hijackings.
2 Third, those that deal in high unit value distinct from their licit

 line, a good exaraple of that being a construction contractor who

+ deals in stolen expensive jewelry and gemstones. :

1, Each of these groups displays a different place held by the receiv-
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-+ Ing trade in the business portfolio of the businessman-fence. Because
-4 of the prominence of the businessman-fence in the industry, he is

% estimated to be responsible for the largest volume of stolen property
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handled, in the widest assortment, and from the widest range of

thieves, ranging from the drug addict to the professional burglar.

Criminal entrepreneur-fences are those individuals alleged to be
members of a crime superstructure, that is, organized crime. They
comprise 12 percent of the industry studied. Criminal enterpreneurs
are drawn from both the “executive,” that is, the managerial, and the
“operative” ranks of criminal superstructures. Thus, known fences in
this group ranged from the operative level, enforcer, that is, the
hired tough man associated with loan sharking and other illieit
rackets, to the big time racketeer for whom such operatives might
work. Again, the written statement includes a list of the primary
criminal vocations of the criminal entrepreneurs in the sample.

The criminal entrepreneur-fence’s receiving trade is built upon the
dimensions of status and power accruing from his affiliation with an
organized criminal network, and not upon the foundation of a legiti-
mate or quasi-legitimate commercial setting. Depending upon his
status ‘n the criminal organization, the criminal entrepreneur-fence
will exercise power different ways. The enforcer, for example,
displays power directly and often brutally, usually employing what
is known as the “shakedown” in order to acquire stolen property.

this consists in extortion of property from thieves through the use or-

threat of violence on a thief’s person. Generally the operative shalkes

down burglars for property items he may want for himself or for

friends.

A case of that did ocour at the data site, and the district attorney
prosecuted the enforcers for extortion.

Persons of middle range management status in crime superstruc
tures, presiding over their own, preexisting criminal endeavors, that
is, people who are loan sharks, or pimps, or narcotics traffickers, will
more subtly display power. Thus, the loan shark can be found to
extract goods or more importantly, “favors,” from persons indebted to
him, a common example being the extraction of a promise of assist-
ance from a fruckdriver in a hijacking scheme. Still more subtle or
more influential are members of the higher echelons of criminal
organizations whose power and status bring clients to zhem for the
purposes of mediating disputes or making use of their extensive
contacts and resources. Thus, other fences might be seen to come fo
the criminal entrepreneur if and when gpecial transportation and

storage facilities or arrangements are needed. A theft of paintingsin

the city studied, for example, ended up in Germany with what is
believed to be the assistance of the local crime superstructure. At a

completely different level, the burglar, vulnerable to the shakedown :

of the enforcer, is likely to offer stolen property to the racketeer in
exchange for protection. ; ’

It is interesting to note, however, that the criminal entrepreneur
was not found to be 2 major outlet for stolen property. Instead, his
larger role is played in the setting up of thefts, particularly hijack-
ings, and in the arranging for special transportation functions to be
performed. o ~

Because of the special power position occupied by the criminal
entrepreneur-fence in the theft microcosm, and in srime generally,
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nearly any type of thief can become his client. And because of the
extensive resources on which the criminal entrepreneur can call, no
jparticular product lines are characteristic of his operations.

" Independent fences make up approximately 15 percent of the
industry studied and are divided into two groups. The first group,
employees, work for others in a wide range of legitimate occupations,
“yanging from trruckdriving to local government service, As a sideline,
however, these individuals engage in a receiving trade generally
gelling from their homes to a small set of customers. _
t The second group of independent fences is made up of persons
fvith no other means of support except the fencing trade. These
individuals account for the industry’s full-time fences. In this latter

group, we find the street and bar peddler, and more small-time
residential fencing operations. o ]

. The independent fence has neither a sophisticated front nor the
power of an organization behind him. His brand of criminal receiv-
ing is dominated by a personal style which keeps his operation small,
‘and often involves face-to-face meetings not only with the thief, but
“also with the customer. The most frequent clients of the independent
fence are the drug addict and the shoplifter and his favorite product
Jines are clothing and entertainment equipment. )
. The rest of the industry studied was populated with miscellancous,
that is, unclassificable, persons or more notably with thieves and
* former theieves. Interestingly enough, thieves are some of the least

successful of criminal receivers.

< We have an industry with different sorts of people——

i Senator Bmsre. Why would thieves be such unsuccessful fences? Do
“you have a conclusion on that? ‘

7 Miss Warss. Yes. . .

& There seem to be about three factors relating to this which may
“give us some clue as to what kinds of activities we might take

_against fences. First of all, thieves have a high level of visibility to

‘enforcement authorities, much more than do fences. Out of a sample
“of 115 fences, only 1 had ever been arrested for criminal recelving,
‘and about 70 percent had never been arrested for anything but traflic
.offenses. i
Burglars, on the other had, have a mean arrest rate of six of-
.fensss. They are much more visible,
. Senator Bisr. Translate that for us. )
¢ Miss Warsm. Most burglars have an average of six arrests.
> Senator Bisre. Repeaters.
Miss Warsa. Yes. ‘
+ The fence, if he is arrested at all, is very unlikely to ever be
srearrested. Fences have no record, so they are very invisible to law
4enforcement authority, which is not true of most burglars.
“+ Then, too, thieves are notorious for not saving money—they make
.money and get rid of it as fast as they make it. They never invest it.
They do not purchase a business front, so they do not have the kind
~iof setting that can “explain” possession of property.
. Wehad a situation in which a very good safe artist decided to turn
~“:fence and bought 20 televisions from other thieves. And he had them

39-415 O-74-pt, 3-8
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in his apartment. The police just came in-and seized them. The :

could not make an arrest because there was no legal search, but k
was out his money, he was out the TV’. He could not explsi
possession  as the businessman . could in the course of his busines
That is the problem. :

Senator Bisre. Do you draw the conclusion that he did bettery
safecracking than he did at being a fence? .=

Miss Warsa. Definitely. He is getting older, also, as he tells th

police. Also, because of the competitive structure of the industry iti
apparent that fences are much more interested in people like th
individual staying thieves rather than becoming competitors to then

The competitive state of the industry is such that with a lot of th *

entreprzneurial ventures of the thief, the police receive anonymos
tips to that effect. It is assumed that many of these anonymous tiy
are coming from fences.

Senator Brere. Very well, you may proceed.

Miss Warsm. Attached to the written statement is a list of ti
products handled by the fences studied in order of frequency, thati
in (arder of the number of fences known to handle these differe:
goods.

Senator Brsre. I read those exhibits that you are talking about.

Miss Warsa., The most popular individual items are televisio
and cigarettes. The most popular product lines are jewelry ai

clothing. These same items appear to hold across the industry natio

ally from the information I have been able to get from other cities.

industry relating to products. The first of these is the tendency ¢
fences to specialize along product lines rather than within such ling
Thus, the fence is more likely to carry a full line of liquor rathe
than just scotch or bourbon or whatever. The most frequent case find

the fence limiting his illegal goods to either one or two full linesd '

products, a pattern found in nearly 59 percent of the sample.

Although some fences are known to carry three or more specift
lines of products, their numbers are relatively small; and the
individuals designated as generalists, connoting -the handling d
products so wide-ranging and changeable as to defy specificity, con
prise @ mere 6 percent of the sample.

Tk second trend in the industry relates to product specialization
Here the dominant tendency is for the receiver to concentrate hi
activities on but one product. The one-product fence is to be foundi
12 percent of the cases, exactly doubling the frequency of the gener
alist. The dominance of the one-product fence tends to smphasize tl

rather than for individual products, for once the fence expant

establishment of a full line rather than the addition of similars
unrelated: items, - e ' , »

Thus, the fence of office equipment will go into entertainmern

equipment if he is going to branch out, rather than adding TV’s¢
stereos. S o '

‘  chandise.
beyond the handling of one product, his tendency is toward th :
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The volume of stolen property handled by the fence, the nature of
that property, and the condition in which it will be accepted, that is
whether new or used, will determine the kinds of thieves with whom

‘the fence will do business. Thus, the fence who deals in diamonds

.

and expensive jewelry is more likely to do business with the profes-

‘sional burglar than with the drug addict thief. Similarly, the re-

weiver who deals in volume merchandise is likely to be handling
goods for lesser skilled thieves rather than the professional who
prefers to steal in quality rather than quantity. i

~ The more important relationship between the fence and the thief
relates to the kinds of fences known by the burglar, for they will
“determine his theft activities. Thus, if a thief only kmows of fences
‘who handle stolen televisions and stereos, he is likely to limit his
‘thefts to such items. This is because the fence is the reward mecha-

‘nism. for the thief, and by manipulating the prices he pays for

-merchandise he can influence the stealing behavior of many thieves.

‘Of course, the fence’s “direction” of the thief is not always so implicit
‘or subtle as this. Many fences, by virtue of their occupations and
‘businesses, are in an excellent position to develop information impor-
‘tant to the commission of a theft. By sharing such information with
thieves, they can exactly direct the thieves’ behavior and be sure as

~well of the nature and volume of the property they will be receiving.

Tn such cases, of course, it is assumed that the stolen goods will revert
‘to the fence who has supplied the important information, with: the

" “terms of exchange agreed upon before hand. Some examples of the

"There appear to be two strong and major trends in the fenciy fence in this role of “setup man” and information provider are the

‘estate appraiser who sets up the theft of an estate after he has

-evaluated it and before he handles an auction of its contents; and the
Jinsurance salesman who sets up clients after having inventoried their

“household possessions. U . .
In case such as these, the receiver is in effect the engineer or the

“prime mover behind the theft, and the thief is merely an operative

“for the farmer’s plans. In all instances of thefts of property, how-

“ever, the fence performs the very critical service of allowing the thief
ito divest himself of incriminating property. For this service the

‘fence is duly rewarded. In the city studied, thieves tended to receive
“on the average of 10 to 15 percent of the retail value of merchandise

~from the fence. This is with the exception of the professional thief
{who negotiates in terms of wholesale prices, sometimes recelving as

‘much as one-third to one-half of the wholesale value, depending

_jupon the nature of the property in question. It is extremely unlikely,

- i *however, that the thief will receive any exchange price from the
apparent preference of the illicit middleman for the product lin

“fence that more closely approximates the actual value of the mer-

It is clear, then, that the criminal receiver can acquire stolen

; property cheaply from the thieves with whom he deals. VVh;L’b may
“:not be so obvious, however, is the: manner in which he-derives his
- price policy when he goes to resell such goods. It has generally been
_assumed that the fence has a single, uniform, resale price policy
~ which is to mark down all goods from their legitimate market prices.
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In the industry studied, however, that was not found to be always
true, Instead, the price the fence quotes for his wares will often

depend upon the circumstance under which he sells them. For exam-

ple, the businessman-ferice selling' stolen property through sis own

retail outlet will price that merchandise in a manner similar to his

licit goods. If he is a discount merchandiser, the stolen goods will
carry discount prices; but if he is a normal market price retailer,
those goods will carry those prices.

It is also likely that the fence’s customer may influence the prics
that he asks for stolen merchandise. Thus, the “knowledgeable” cus:
tomer ‘would expect to be offered goods at bargain prices; while the -
naive customer might become suspicious were these same prices of- -

fered to him.

In summary, we havean industry of disparate persons performing

the same function, that is, redistribution, on a wide range of stolen

merchandise. Despite the variations within the industry, however, it

is a very organized one in which specialization and long-term illicit
associations are the rule rather than the exception.

Given such an organization, we must look very carefully at steps
taken to interdict such distribution systems. We must remember, first,

that we are not dealing with a group of amateurs, but with persons
possessing a great deal of expertise in the ‘area of the marketing of
goods generally, and of stolen items in particular. Many of the .-

fences studied hold legitimate positions in channels of distribution, -
while others have extensive quasi-legitimate contacts in such can-
nels. We should be additionally concerned at the ease with which

stolen property can mesh into legitimate channels with legitimate
goods and find ready markets. o

‘We should approach the problem of theft in fyll awareness of the

fact that, in the final analysis, it is the fence, and not the thief, who

directs the course of property theft in this society by creating the “:

incentive for it and in many cases the opportunity as well.
Senator Biere. That was a splendid statement.
Do you actually go out in the city
fences of your own knowledge?
. Miss Warsm. This was not in the city

another city in the State of New York.

Senator Bisre. I guess the environment outside New - York City

shelters a pretty girl better than big Manhattan. :

Miss Warsw. To answer your question, the data I used was intelli- "
gence material generated by a detective squad, burglary and safe -
squad, and by the district attorney’s organized ‘crime strike force, -
that indicted 44 persons after convening a special grand jury on -
organized crime; and T had access to their informants—one in par-
ticular, a very professional thief—and all of the intelligence mate- ::

rial. - :

Senator Bisre. You did not bactually work with the raw matetial ; j ;-

you worked after the arrests had been made of the fences?
" Miss WaLsu. With the DA’s material; with the police department,
- I worked with their intelligence material. : *

of New York, and do you know |

of New York; it was in -
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Senutor Bmre. Ynu did not get out into the field and go into a
fencing operation, things of that kind ?

Miss Warsw. That was a strategy that could not be employed,
precisely, becaunse I had worked with materials of an intelligence
nature and could not compromise the police or the district attorney. I
could not associate afterward with individuals who might very well
be interested in that material in those police files.

Senator Bisre. You are engaged in a delightful study, and I am
pleased to note that you will soon become a Ph. D., and then will go
into God’s country in the Far West, into. Seattle, Wash., to be
associated with the Battelle Law and. Justice Study Center. I am
familiar with Battelle’s work and the fine things they have done.
Our consultant, Dr. Duncan Chappell, who has been very helpful to
us, is the director of the Battelle Law and Justice Study Center in
Seattle. So-you will have a great tour of duty there.

I hope the next dissertation or doctorate that you are going to
work on—when you get one Ph. D., maybe you will get another—is
tell us what we can do about it all. "

‘Miss Warsa. I did include in the written statement a couple of
suggestions. ‘

Senator BieLe. Why do you not give them? I think I know the
problem ; the trouble is, I do not know the answer.

Miss Warss. First of all, it is clear that if anyone has information
relating to the fence, it is police departments. The dilemma is that
the responsibility for the enforcement efforts against the fence is a
task rarely given out specifically in police units. Instead, traditional
policing in .the area of theft is directed toward the thief. Given the
basic information that undoubtedly exists about the fence, it is rec-
ommended that enforcement efforts in the form of actual fencing
squads, such as the one described in Miami, be developed in enforce-
ment agencies at all levels. Such squads should draw upon existing
expertise in the theft area found in the more traditional police
details, such as auto theft, burglary, narcotics, pawnbrokering, and
special frauds.

The goal of such squads should be toward the recovery of property

rvather than the arrest of thieves—the latter being the more common
approach to theft enforcement.
- If and when the eriminal receiver attracts the kind of enforcement,
resources commensurate with his importance, I believe that we will
be able to show a much better record of action taken against him
than we can at the present time. ~

If a fencing squad like this is to operate, it is clear that the
environment has to change somewhat, particularly in the area. of
public education. In this regard, your committee is doing a very good
job, and it is very important. It is surprising to find out how few
people know anything about the fence, if indeed they understand
who he is and what he does. Most of the public conceives of the
criminal receiver as a little man on 42d Street in New York City,
with watches on his sleeve. They cannot begin, therefore, to appre-
clate the critical role played by the receiver in the support and facili-
tation of the thief’s activities. That is one of the reasons that I think
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receiving cases are so-difficult to prosecute. The courtroom is not g

sefting in which criminology can be taught, and yet the district -

attorney must not only prove the fence’s guilt but also the fact of a =

crime—so I think public education is important, because that is one
of the problems of trying to prosecute, that the jury just does nct
understand how this businessman who has never been arrested did
anything wrong. It is very hard for a district attorney to not only
prove tlie crime, but also the guilt. It is a hard situation.

The other thing is, as everyone has stressed, property identifica-
tion. This is critical. It is inconceivable that in this country, as

developed and complex as we are, that we have so much anonymous

property that has no individual identity. And I think perhaps one of
the ways that this situation might be improved is that identification
systems might be encouraged, that insurance companies be encour-
. aged and/or required to offer rebates to clients who participate in
such identification schemes. : ,
Secondly, I think legislation in the area of interstate commerce
would be helpful; such that all manufacturers and other commercial
property owners who are shipping interstate commerce be required to

maintain systematic and individual records of the property con-

tained in those shipments. '

Senator Bmre. That is very:‘rﬁne. You have been very helpful to

the committee.

We are going to keep working on this. I am convinced that the b

more spotlights that we can keep on the problem of fencing, the
better off the Nation will be, and we-all will be.. N

One thing of which I have always been curious—I have been told
that antique shops are one of the business firmus that are used by
fences. Do you encounter that experience? :

Miss 'Warss. Yes; in- fact, a business that was found in many
cases, in 8 of the sample of 115, were antique dealers and art

appraisers and estate auctioners. Apparently, it is because the legiti-

mate line of such businesses is hard to determine; what, after all, is
an antique and what is not? They are technically second-hand mer-
chants. It is so hroad, and it can encompass an awful lot of property.

Plus, they have access to information about the property people own
because they are asked often to appraise estates. They can develop
this information, share it with thieves—that happens time and time
again in the sample study—and get the property that way. So they
have access to information about people’s property, and they havea

business in which the normal product line is not easily determined, so
they can handle just about anything. — ‘ ~ .

- Senator Bisrz. That seems to make a very logical explanation. I
appreciate your being here today. I wish you good luck and I hope
you ehjoy Seattle, Wash.;as T am sure you will. :

. Miss Warss. I am sure I will.

- Senator Bisre. We will stand in recess until Thu‘rsda,y morning at

10 o’clock, - e

[Whereupon, at 3:05 p.m., the committee reéessed, to‘vrecdnv'ene ab -

10 a.m., Thursday, May 2, 1974.]

[The statement of Richard W. Velde, Administrator, Law Enforce

ment Assistance Administration follows:]
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i

Mr. Chairman, I wouid 1ike to thank you and the members of
the Senate Seiect Committee on Small Business for the opportunity
to testify on the scope of’ ‘the cr1m1na1 red1str1butlon system and
its impact on bothA1egitimate business and Federal law enforcement
efforts. )

The hearings before your Committee have served to highlight
the significant losses to American shippers of over $1.5 billion dollars
annually because of cargo theft alone. These stolen goods are generally

channeled through the criminal redistribution system. In addition,

our studies indicate that fencing operations serve as major- distribution

systems for goods obtained from burglary, shoplifting, and larceny,
as well as a significant portion of auto theft. When all of these
sources of stolen property are included, it is estimated that
approximately $2.2 billion dollars of stolen merchandise and goods
are channeled through fences for resale each year. Therefore, total
dlrect and indirect losses to 1eglt1mate business and thL general
public could exceed $11 billion dollars when allowance is made for

both non-reporting of theft and the additional administrative costs

incurred by business in the recovery or replacement of stolen property.

This does not include the escalating incidence:of theft in securities --
which involves a particularly sophisticated form of fencing. Reﬁent
estimates place the value of stolen securities as high as $50 billion
dollars per year.

The total costs of the criminal red{stribution system are
significant not only in terms of their impact on legitimate business
but also because these losses arc passed on to American citizens in the

form of crime inflated prices. : o

4

i et

- or property accountabitity.
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The Law Enforcement Assistance Administration (LEAA)
* recognizes that the development of effective deterrents te fencing
could be of great merit to the law enforcement community in its

efforts to check the spiraling incidence of crimes against proparty.J

At present, the successful investigatjon and prosecution of fencing

: is very costly per case in terms of the resources available %o Federal,
state, and local law enforcement agencies.  Extensive undercover work
{s frequently required because of the lack of suitable, cooperative
witnesses. Proof that the property involved was actually stolen is
" ysually difficult because of problems in definitive ident{fic;tion.

. Further, many agencies do not fully pursue the investigation and

* prosecution of fencing because of limited resources, the lack of needed

. intelligence information from other jurisdictions, and most importantly

because of a lack of concern on the part of the citizen and the

business community. Fencing is regarded as a non-violent, ‘white collar"

 crime in spite of the fact that in many cases it involves extensive

contact with organized criminal operations. Industry and business

- 'tend to regard these losses as a normal cost of operations, and are

:often reluctant to bear the additional costs of- tightened security

IS

LEAA ACTIVITIES

Since itsinception in 1969, LEAA has supported a number of programs

id1rected at fencing, organized crime, crimes against business, and

- property theft through its block, discretionary, and other grant programs.
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In particular, LEAA has: . , ; The city of Atlanta, Georgia, through the LEAA High Impact Program
sassisted regional, state, and Jocal agencies in establishing 'ﬁeVe]oped an Anti-Robbery/Burglary Project.which included a major

special enforcement, investigation and'prdsecution units to deal with %nti-fencing component.. Recently the city requested an extension of .
fencing and organized crime's involvement in the redistribution of "~ ﬁhisvproject, but will separate the robbery and burglary activities.
stolen property, : : fhe anti-fencing component used infofmagt and stake-out techniques

.aided state and regional efforts in the development of information and is presently recovering an estxmated $zooo dollars in stolen goods
and intelligence systems that are useful in the control of fencing, per week. ;

oprovided funding for training relevant tc this area, i * In each of the anti-burglary campaigns sponsored by the California

osponsored research.on fencing, organized crime, and refevant !g}ime Specific Program, LEAA supported a major anti-fencing activity
equipment systens, and wbich included police surveillance, inspections of businesses and the

opromoted property identification programs- in order to preveﬁt fb?b]ishing of lists of stolen goods. "The current phase of this program
theft and facilitate the recovery of stolen property. e@ds this summer.- Finally, LEAA is sponsoring a project in Alameda

, ' ~ County, Califcrnia, to enhance the i igati ; s
I would like to comment more specifically on our activities in 5 , ’ e the investigative functions of police
‘ Which should Tead to the increased apprehension of fences.

each of these areas: g
‘ 4 *Qrganized Crime

*Police
LEAA has supported a number of police oriented anti- fenc1ng program | from Fiscal Tearé 1969 through 1973, LEAA has provided over $41
at the local level. The city of Miami project is one familiar to the ?5111on doTlars Tn funding for organized crime prevention and contro]
Committee. A Miami Police anti-fencing task force vas successfully Ptograms ?nd pr?JECts' During Fiscal Year 1974, over $8 million dollars
established to apprehend known fences using surve111ance and informant ]9 LEAR discretionary funds will be used to improve state and Tocal
techniques. - The currently available report on “Criminal Fencing in erinina justice operational capabilities for controlling organized
Miami, Florida" vas produced through- LEA's National Institute of Lav c§1me LEAA programs in this area have recognized the key importance

of criminal redlstrIbut1on and fenc1ng as part of -the operat1ons of

Enforcement and Criminal Justice. As a vesult of its success, the anti-
i organlzea crlme

fencing task force vas incorporated inte the Miami Police Department's g
Stop. Burglary Unit and-is continuing its operations.. This program has E
received wide recognition acrésé the country, and other cities such
as Portland, Oregon, are adoptfng these procedures for their anti-

burglary police activities:
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LEAA programs in this area have stressed the need for an overall,
integrated approach for dealiﬁg with organized crime activities inctuding

| feﬁcing. Strategies involving coordinatedfenforcément. investigation,
and prosecution efforts have been found to be effective in countering
organized crime's heavy involvement in the redistribution and sale of
stolen property. ' '

As an indication of efforts in reéard to organized crime:

+LEAA has provided extensive support for the promotion and establishe
ment of State prganized Crime. Prevention Councils to assist in both

assessing the nature of organized crime problems within the states and

determining the yusources and strategies necessary to impact on the proble '

«LEAA has provided funding for the establishment of state, regional,.
and national Qrganized crime intelligence systems for the purpose of
providing lock] agencies with rapid access to information requi;ed for
enforcement, investigation, and prosecution.

,In addition, LEAA has supported the establishment of organized
crime task forces at both the state and municipal level that can-provide
for the coordinated investigation and proseéution.of organized crimingl
operations including fencing.

For example; LEAA initiated and continues to support an organized
crime unit in the hinnesota Attorneyys General Office. This unit with

the cooperation of federal, state and local law enfarcement was able tu

{dentify and convict the Teaders in a large organized fencing operation W -

Minnesota. This successful operation has Tead to the deveTopment of
interest and support in other local jurisdictions in regard to similar

programs.
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" *Cargo_Theft

LEAA has also been involved in-developing and testing-procédures and
strategies for the prevention of Cargo theft. In a collaborative ef%;rt
with the Department of Transportation, LEAA developed a “deskbook"
for management and law enforcement on “éargo Theft and Organized Crime"

which has been published and distributed rnationwide.. It describes

" the role of organized crime in cargo theft and the subsequent dis-

position of stolen goods and indicates management techniques and
procedural steps that business executives can ‘take for carﬁo theft
prevention.

In Tine with this effort, LEAA is presently p1aﬁning to fund a
$6b0,000 dollar project that will establish cérgo theft prevention and
investigation units in 15 major port cities. An initial training
program for law enforcement personnel and prosecutors will be
followad by ongoing support for the implementation of cargo theft
prevention units in the 3% cities.

*Training

LEAA has provided extensive support for seminars, workshops, and
formal courses for criminal justice personnel at all levels which are
devoted to means of controlling, 1nveétigating, ;nd prosecuting multi-
jurisdic&iona] and organized crimés. - This training frequently involves
a focus. on fencing and cargo theft. As one example, a program 1S
presently being carried out with the National Association of District

Attorneys, in which Federal prosecutors are providing guidance ‘to
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wembers of 15 county district attorney's offices on effeckive strategies
in the prosecution of economic crimes including fencing and cargo. theft.
A key segment of .the cargo theft action program menilioned previously
involves an initial training program for Taw antorcement personnel’ and
prosecutors. This training émphasizes both the preventicn of cargo
theft and effactive investigation and'pkosecution tectniques Tor its
control. ‘ :
Numerous other trainiig programs have been conducted throughout
the country which provided an- opportunity to highliyht programs relating~
to organized crime and. fencing, Indicaticns are that LEAA sporsored
seminars and instruction in this area have -encouraged ‘local and state
agencies to agtablish similar kinds of training programs.

*Tnformation and Intelligence Systems

Through the motEi-miliion dollar Comprehensive D;ta‘Systems Program,
LERA'S Natioﬁal Criminal Justice Information and Statistics Service
(NCJ1SS) is promoting the development of state information collection
and retrieval systems capability that should be valuable in the
jnvestigation of criminal redistribution. These systems should be able
to furnish Tocal anti-féncing units with relevant information on fencing
activities both wiﬁhin and across state jurisdictions.. For example,
this system will provide information on criminal offenders who are
known to be involved in fencing activities:

Also through the NCJISS, LEAA has recently funded a project to..

increase the efficiency and utility of national computerized files of
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LEAA 15 also providing funds to states and major metropolitan areas

- to develop inforqation systems' that are designed to be useful in the

' identification of stolen cars, guns, boats, securities, and other items

~involved in the criminal redistribution process.

- *Property Identification Programs

property identification programs have become increasingly ponular

' in recent years due fo their relatively Tow cost. There is evidence

- that these prograws are successful in reducing burglary and-in controlling

" the redistribution of stolen goods.

LEAA has been instrumental in providing funding for a large number

of such programs at both the local and natiohal level including its $500,500

f:dol1ar support for the MNational Sheriff's Association's Neighborhood

:Watch Program which includes a major property identification component.
In addition, a number of the LEAA.-High Impact Program cities have
‘established property identification programs and evaluations conducted
= in Denver and Stj touis have highlighted their benefits. .For example,
?burg1ary rates were extremely low for participat{ng households and

;for those few homes victimized, identified property was usually not

“:stolen.

LEAA recently funded a study which compared the utility of -

. various numbering systems for identifying and recovering

¢

fsto]en property. Hhile no perfect system exists, one approach would

:involve the promotion of a single number for social security, state

cdriver's Ticense, and property identification.

stolen and/or Tost property. Special attention will be glven to the use .-

of these files by local law enforcement agercies.
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*Equipment

LEAA is presently developing truck anti-hijack systems which
alert authoritigé when a truck has been stolen or unauthorized entry 9f
the van has been attempted, and which provide a determination -
of its location during and following a theft. An important facet of
the system-is its automatic operation since in some cases, drivers

serve as an. accomplice to the theft. Other equipment developments

. including more effective sensor devices and burglary alarms as

well as the formulation of segurity’standards are being suppqrted
through the LEAA. Many of these have important consequences for cargo
security and the prevention of property theft.
*Research |

While research on fencing has been limited, the LEAA has supported
research that has important implications for the prevention and control
of fenciné vperations. For example, LEAA studies conducted in
Albuguerque and Denver demonstrated the value of using marketing concepts
to describe fencing operations as a distribution process for stolen
goods. In 1973, a more detailed examination of fencing and law
enforcement activities in Miami suggested a direct link between burglary
and fencind operations, with a decrease in burglary being related to
increased arrests of fences while being unrelated to arrest rates for
burglars themselves. The Miami study also addressed special legal
problems involved in the arrest and prosecution of fences, and LEAA gave
further attention to these issues when the Institute's own research staff
responded 0 a request from your-Cormittee and developed a questionnaire

addressing the problems which federal attorneys face in this area.
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The National Institute is cu?rent1y planning to fund a major project that
w%11 examine the issues outlinad above and will deal with the total
fencing problem in much greater depth. -The study will be conducted
by Drs. Roselius and Benton of Colorado State University who (as you
note in your OCtObeF)1972'VePOf*) are-among the few researchers who have
tddressed this tepic. The Colorade research team will study police
records and investigation practices, district attorney and court
requirements and procedures, general.business and commercial operations,
and activities of known or suspected offenders (including both the
fences and the thieves who supply them). The purpose of the research
is to identify distinct types of fencing operations and to develop
madel programs and effective strategies for the prevention, investigation,
and prosecution of different types of criminal redistribution systems.
Guidelines for such strategies will be disseminated to law enforcement
departments nationwide.

‘ Finally, of related importance, is research which the National
Institute is conducting on the prevention of property crimes through
the utilization of architectural principles in the design of physically
secure environments. LEAA concurs with your memittee‘s position

(presented in its May,]973, report) that this approach to property

o erime prevent{on offers great promise. Accordingly, the National Institute

“will conduct a. $2 million dollar research and demonstration program

utilizing envirenmental design concepts to secure commercial,
residential, and several othér types of settings against crime, Used

in conjunction with an effective brogram of anti-fencing iaw enforcement
and prosecutorial strategies,’such physical security programs sheuld
provide a substantial deterrent effect on the property crimes which con-

stitute a major threat to legitimate small business operations.

39-418 O - 74- pt, 9 < 6
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LEAA POLICY ‘AND ACTION RECOMMENDATIONS. : .
LEAA believes thg oroblem of the redistribution of 11legal goods

should bg addressed throﬁgh an approach that is comprehensive in nature.
Program components sleutd focus.on the éo-operation and cb—ordination:
of law enforcement efforts that can impact on the problem of fencing.
This avoids the duplication and fragmentation of activities by police,
investigators: and prosecutors and increéses the level of information
sharing between all law enforcement participants.

" LEAA also belipves that program efforts should deal with the
activities-and response of the public and the business community as well
as the oparations of the criminal justice sysfem in relation to the
problem of fencing. N

Our judgements.-concerning the appropriate methods of controlling
the crimenf fencing are reflected in the ongoing programs mentioned
earlier. We would add that these efforts will be expanded and brotght into
sharper fpcus by what we have ]earnéd to date, to ensure that there is
an appropriate balance .in the following kinds of activities:

JSCopperative Investigation/Intelligence Operations

A permanent law enforcement capabiTity should be established for
the coordination of investigation and prosecution efforts in areas oé
concurrent jurisdiction. Existing Federal/State Law Enforcement Committees
can serve as useful mechanisms in this regard. The experience of the
Minnesota Committee highlights the impact on fencing that is possible

through this approach %o the problem.

oo
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*Training _

.Investigators should be thoroughly schooled in fencing operations,
normal channels of distribution,” and methods of inventory control.
This training should give particular attention to the major problems
relating to the investigetion and proéecption of fencing activities.

°Establish Standards and Proceduraﬁ Guidelines for Cargo Security

The practicality and cost effectiveness of cargo security systems
and techniques should be demonstrated and efforts undertaken to
encourage the cargo industry to apply new security procedures.
. °Continued Development of Methods Of Property Accountability

Because the - lack of proof of ownership seriously hampers the
proseéutidn and conviction of known fences, property identification
programs should be encouraged, and increused efforts made to imﬁrove
the utility and effectiveness of relevant computerized criminal justice
data and retrieval systems that can be used to control fencing.

*Improved Security Hardware

Significant improvements in reliability and reduced™costs gﬁgu;;:f |
quired for wider acceptance of security equipment and devices to prevent
property theft.

“Continued Study of Fencing Operations

Research. and surveys of the national traffic in-stolen goods and
patterns in fercing should be expanded to provide a better data base

for developing appropriate preventioh and control strategies.
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°Continued Legal Research of Statutory Requiremants

Constitutional means of addressing the evideatiary requirzments
for establishing proof of‘know]edge and'possession are needed to -
facilitate more successful pfosecution and conviction of fercing
operators, ‘

°Education of the Public

The scope of fencing and its relationship to ail forms of theft
should be publicized in order that the general pubiic and ihe business
community understands the impact of this problem gnd their(roie in
ragard to its pre&ention and control.

A1l of these activities-will continue to serve as the points
of focus for ongoing LEAA program operatiens in this ?rea. In addition,
however,. these activities will be consolidated in a LEAA's Hew Initiative

Program on Crimes Against Business which will incliude an emphasis on

fencing operations. This New Initiative effort will involve the
. developnent of programs that can be impiemented at;.the Federal, state,
and ‘local levels. Prégrém plans relevant to this area are being
developed through LEAA!s participation in the Inter-Departmental Coamitiee
on Crimes Against Business '

As part of this «ffert, LEAA will develop special guidelines and
model programs to assist criminal justice personnel in investigating
and prosecuting fent’ing operatfons. fhese guidelines and model programs
will be based on eviluations of currvent anti-fencing efforts as well
as on LEAA's and other research findings in this area. Prescriptive
Packages will he developed that can be used in the planning and imple-

mentation of police anti-fencing programs.

e e
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Through the Mew Initiative Program on Crimes Against Business,

funds will be made cva{lable to state and local criminal justice
agencies in order to establish proé}ams that address problems relevant
to criminal fedistribution. Efforts will also be made to encourage
the business, community to assume a major, active role in the prevéntion
and control of fencing opérations} )
We be1ieveAth1s type of concerted program effort cap be useful
in highlighting the major problems in this area and in mounting a
comprehensive attack on the impact of criminal redistribution.
Mr.bhaikman', this cohc]udes'my formal statement., 1 would be

glad to answer any questions the Committee may have.

SRR
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CRIMINAL REDISTRIBUTION SYSTEMS AND THEIR
- ECONOMIC IMPACT ON SMALL BUSINESS

Criminal Redistribution‘,(Fencing) Syst‘emé‘. and Their Effect
on Legitimate Commerce '

THURSDAY, MAY 2, 1974 -

‘ U.S. SENATE,
SerEcT COMMITTEE ON SMALL BUSINESS,
. ‘ Washington, D.C.

The committee met, pursuant to recess, at 10:05 a.m., in room 1318,
Dirksen Senate Office Building, Senator Alan Bible (chairman)
presiding,

Present : Senators Bible and Clark.

Also present : Chester H. Smith, staff director and general counsel;
Ernest P. Evans, chief investigator; John O. Adams, minority coun-
sel; and Duncan Chappell, consultant.

Senator BiBLE. The hearing will come to order. -

At our hearings earlier this week we learned a great deal about the
complex legal and investigative problems confronting local police
agencies in their efforts to combat the activities of fences. The fence
was shown to be a wily and elusive criminal to snare in the law
enforcement net. Even when caught, the fence often escapes convic-
tion by the courts because of technicalities and loopholes in the
criminal law. . _

The highly informative testimony presented this committee by.
representatives of the City of Miami Police Department provided an
insight into what can be done by local police agencies willing to
devote resources to investigate fencing. Unfortunately, very few-such
agencies are currently following the lead set by the Miami Police
Department. As I understand it, with most local police agencies
around this country, the fence is an almost completely ignored of-
fender. In preference to undertaking the often lengthy and pains-
taking investigation required to uncover stolen property distribu-.
tlon systems, police typically pursue easier and safer targets like
burglars and thieves. The quantity rather than the quality of arrests
represents the normal criteria, upon which the efficiency and effec-
tiveness of these law enforcement efforts are measured.

Today, in our hearings, we shall be learning something of the
quantity and quality of Federal activity directed against criminal
receivirg. We know that fences, like many of their clients, are no
respectors ‘of boundaries established by local and State criminal
Justice agencies. Vast amounts of stolen property are regularly tra.ns-
ported across State and even National borders of this country as part

‘ '(551;
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of the redistribution system developed by fences. The construction
and coordination of efforts to control this nationwide flow of stolen
goods represents a challenging and urgent task to Federal authori-
ties. We are grateful to representatives of the Department of Justice
for their Efes'ence here today to tell us of the progress being made
toward achieving this task. : o '

My understanding is that our chief witness will be Kevin T. "

Maroney, Deputy Assistant Attorney General of the Criminal Divi-
sion, U.S. Department of Justice, Washington, D.C.; accompanied
by James Featherstone, Deputy Chief of the Organized Crime Sec-
_tion, and Ralph Culver, a staff attorney in-the Criminal Division.

Gentlemen, we are happy to have each of you here today, and it is
very fine of you to come down and share your thoughts with us.

Mr. Maroney. : ‘ :

(The prepared statement of Mr. Maroney follows:)
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My name is Kevin Maroney and I am a Deputy Assistant
. Attorney General for the. Criminal Division;’ Attorney
Géneral Saxbe was unable to appéer as a witness before the
bommittee this mording because of a prior commitéent., It
is a pleasure to be before you ‘this morning to discuss the
area of crime relating to fencing aétivities and the actions
that tﬁia Depar;menﬁ is undertaking to curb such activities.
A;‘you may know, the Department is vitally concerned with
the problem of fencing as it éﬁcoﬁrages such offenses as
cargo thefts, security thefts and auto thefts and I welcome
the -chance to aséist'you‘iﬂ.whatev;:‘Wai 1 éani 1 would
like to take this opportunity at tﬁe outset, Mr., Chairman,
to commend you and the other Committee members for the
extensive investigations you have made in this important area
of crime. Also, I would like tb‘refer especially to the
great efforts you have undertaken to deal with cargo thefts
and other similar crimea'which“profoundly affect the business
community,

This nation has been confroﬁted with aﬁ ever-increasing
number of thefts in Tecent years., Such an increase in theft
of property presents a matter of grave concern for the
Department 6f Justice é;'welldéé étgte and local law enforce-

ment authorities. In particular, this Department has recently
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concentrated its efforts in combatting cargo thefts, securities
thefts and -auto. thefts. ‘ . v

" 1 would like to talk to you today about the actions we
are taking in ﬁhese areas of crime and the_effecc of such actions
on illegal‘fencing activities.,

As ynu knqw Mr. Chairmsan, it was the attention and‘inténsive

study that you, members of your committeg and the committee
staff gave to the cargo theft problem that resulted in the
commencement of the; Federsl cargo theft program in June of 1971,
From the outset this Department has actiyely participated in
this program. -As-a member of the Interagency Committee on

Transportation Security, the Department of Justice has aggressively

’ attempted to ‘encourage Federal, state and local prosecutors to

become more-active in the prosacution of cargo theft cases.
As I am sure you recognize, the Federal Government shares
jurisdiction with the several states relative to the investi-

gation and prosecution of cargo thefts, This is so because

cargo theft is one of those offenses for which the Federal and

‘state governments have concurrent jurisdiction and responsibility

for law enforcement. Therefore, effective enforcement in this
area of criminal activity requires that the several states and

the Federal Government-join hands, as partners in law enforcement.
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Shortly before the commenc=ment of the Federal_cargo
security program, it was determined after discussions with
members of your staff that a need existed for the Department
to take action to assure that no lapses exist in the investi-
gation and prosecution of ‘cargo thefts between the states and
thé Federal Government,

" On October 20, 1971, the Deputy Attorney General requested
all United States Attorneys ‘to contact their ‘state counterparts
and endeavor to enter informal agreements with those officilals
so as to eliminate any lapses in the investigation-and prose-
cution of cargo thefts. The responses of the United States
Attorneys to"thiskrequést indicated that the United States
Attorneys in approximately 80% of the Federal Judicial Districts
were successful in entering agreements with their state counter-
parts for the investigation and prosecution of cargo thefts.

We were sufficiently encouraged by chiﬁ success in the
informal agréement effort to undertake action to implement this
approacﬁ further on a'conﬁinuing basis. On :November 30, 1970,
'the‘Deputy Attornej General by letter urged all United States
Attornefs to explore the feasibility of establishing permanent
Federal-state law enforcement committees to focus upon and

adhere to the needs of law enforcement within their states.

1
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Such committees as envisioned would consist .of key state and
local law enforcement officials and appropriate Federal repre~
sentatives, We felt that such an enforcement committee could
do much, through regularly scheduled meetings, to achieve a
long-term coordinated effort by the state and local authorities
and the Federal Government which would provide effective criminal-
law enforcement in thosé areas wliere we share concurrent Juris-
diction. »

At this point, it should be noted, Mr, Chairman, that your
efforts did much to support the Department in its program to

egtablish these Federal-state law enforcement committees, In

this regard, you found the concept for these.committees sufficiently

meritorious with refererice to cargo theft and the fencing problem
that you endorsed this concept in letters addressed to all 50
state Governors,

To date the Unilted States Attorneys' responses. to this
Department regarding the establishment of these Committees
have disglosed that:in 36 states one or all of the United States
Attorneys have either established these Federal-state Law
Enforcement Comriittees or they are presently in the process of
establishing these committeés;‘ In this regard, certain United
States Attorneys have replied to the effect that while the

need for communication with state law enforcement officials




exists that such a need can.be met by existing arrangements
without~a‘ﬁew‘formalized committee.

While pfogreSS‘ﬁas been made in the establishment of these
commitrees; much remains to-be done before we can-achieve a ..
meaningful and cooperative Federal, state and local law enforce-
ment effort, Indeed, Such an effort is needed if we are going
to eliminate any lapses: in. the enforcement of concurrent iluris-
diction offens;s such as éaréo theft. Further, it is through
such continued law enforcement efforts that positive prog:ams.
can be undertaken at theawog%‘ng level of 1% enforcement to
deal with all areas of:crime,

To achieﬁe the: law enforcement effort sought in this area,
the Department of Justice must insure that these committees or .
similar groups are provided sufficient support to enable each. of
these groups to become fully functioning entities on a continuing
basis. Toward accomplishment of this goal, the Deparxtment of
Justice, through the Law Enforcement Assistance Administration,
has called upon the state law enforcément planning coﬁmittees in
all 50 states and,;ll LEAA .regional offices to fully support thes
Federal-state law enforcement committees. Alse, the Attorney
General has recently sent to all United States Attorneys a packet

containing a'detailedkstatemeht setting forth the functions of

s

frmmro

.

ot

H

.

P O T

w,

s



558 ' o

-5 =
exists that such a need can be met by existing arrangements
without a new formalized committee.

While progress has been made in the establishment of these
committees, much remains to be done before we can achleve a
meaningful atid cooperative Federal, state and local law. enforce-
ment effort., - Indeed, such an:effort is needed if we are going
to eliminate any lapses in the enforcement of concurrent juris-
diction offensés such as caréo theft. Further, it is through
such continued law enforcement efforts that positive programns
can be undertaken at the working level of law enforcement to
deal with all dreas of crime,

To achieve the law enforcement. effort sought in this area,
the Department of Justice must insure that these committees or
similar groups are provided sufficient support to enable each of
these groups to become fully functioning entities on a continuing
basis. Toward accomplishment of this goal, the Department of
Justice, through the Law Enforcement Assistance Administration,

has. called upon the state law eaforcement planning committees in

all 50 states and all LEAA regional offices to fully support these

Federal-state law enforcement committees. Also, the -Attorney
General has recéncly sent. to all United States Attorneys a packet

containing a detalled statement setting forth the functions of
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these committees and progress made by the; up -to the present
date, Further, this packet contains 15 suggested topics>for
discussion at these committee meetings relating to concurrent
jurisdiction offenses which are fully documented &s to content.
Additionally, to encourage anti-fencing efforts by these groups,
we have forwarded to the United States Attorneys all of the
excellent reports on Criminal Redistribution Systems which have
been issued by this committee and its staff, A

I should point out that the Federal Bureau of Investigation
and the Bureau of Alcohol, Tobacco and Firearms, through their
field offices are actively supporting and participating in these
committees, Also I shoulcd note that the Board of Directors of
the National District Attorneys Association has. endorsed these
committees and has pledged its support in obtaining the cooperation
of its members,

Mr. Chairman, at this time, I would like to introduce into
the record a copy of :he letter of the Attorney General and the
packet that I have just discussed, '

The Federal involvement which, like the exercise of all
Federal law enforcement. powers, is intended to be supplemental
to the efforts of the individua1 states. In this regard, the

Federal government has actively attacked those criminal systems
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which are organized to -a point beyond the jurisdiction of the
individual states, However, many professional fencing operations
operste independently of such organizations. Further many of
the activities of these operations constitute violations only
of state and local law. Regardless of the varying interests
of the Federal, state and local authorities, a cooperative
effort by all such authorities 1s needed to deal adequately
with the problem:

For.instance, such a combined cooperative effort by
Federal, state and local law enforcement officers can often
yield vital fragments of information from these governmental
gources. Such bits of information when made available and
pieced together by several participating law enforcement agenciles
often lead to the identity of fences and shed 1ight on their
1llegal redistribution activities.

Mr. Chairman, we understand that United States Attorney
Robert G. Renner of Minneapolis who has been conducting such
an effort is scheduled to appear as a witness before this
committee later thi; morning and testify regarding the role

that the Federal-state law enforcement committee in. his state

has played in combatting fencing activities.
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At this time I would like to discuss a program in which

the Department of Transportation and this Department is under-
: taking to establish Cargo Security Working Groups in fifteen

~large metropolitan areas throughout the nation, At the present

time two of these cargo security working grbups are being

" “established in Chicago and Philadelphia, It is expected that
‘ these working groups will be commenced in the remaining 13

" metropolital areas within the near future.

These cargo security working groups will consist of United

: States Attorneys, their local counterparts, representatives of
. the FBI and other Federal and local investigative agencies, and

. representatives of the transportation industry, While these

working groups will provide a forum for discussion between law
enforcement and business representatives, they will perform

important functions of monitoring the processing of cargo theft

- cases on a case by case basis, Also, as a part of the working

group's functions, security surveys will be conducted of shippers

and carriers on a voluntary basis. Further, caples of reports of

theft will be routed through a central reporting center and each

report then will be analyzed to ascertain such information as

- the types of goods stolen, the places of theft, the pattern of

theft and the known lapses in security and accountability which

39-415 O - 74 ~pt. 3.9
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facilitated the theft or prevented early detection of the theft.

Such analyses should be txtremely helpful to any law enforce-
ment effort against those who would engage in the tedistribé&ﬁon.
of stolen goods, Certainly, one of the working groups' efforts
should encourage industry to work with them wherever possible
to develop means of cargo identification to facilitate the
recovery of stolen goods and the prosecution of those responsible
for their theft and redistribution. In passing, I should note
that the cargo security working group in Chicago is presently
undertaking such a project relating to the identification of
cargo.

Mr..Chaixman, with your permission I would like to intro-
duce into the xecord a copy of the recent letter from the
Aftorney General forwarding the Action Plan for the establish-
ment of Cargo Security Working Groups.

No greater truism has been highlighted in this committee's
extensive hearings on ¢argo theft and fencing than the fact
that law enforcement working alone cannot get the job done in
this area of crim;. The trangportation industry must assume
the responsibility for preventing thefts and accounting for
Without industry's

the goods left in its care for transfer.

help, law enforcement's job of apprehending and successfully

TR A

.. Eastern city to a warehouse in a midwestern city.
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prosecuting thieves «~- not to mention the fences who induce and
encourage thievery -- is a most difficult task at best,

A perfect example of Ineffectual security measures resulting
in. a loss occurred recently in Newark, New Jersey, where members
of a ring conspired to steal 270,000 pounds of tin ingots moving
in forelgn commerce. The tin was removed on a Friday from
International Terminal Operations in Port Newark by use of
falsified documentation and its absence was not discovered until
the FBI requested on the following Monday that a check be made,
following physical surveillance of the stolen property. Meanwhile,
the fence had already arranged for the tin to be sold to persons
who "broke down" the ingots for commercial use.

As you are aware, successful prosecution is very unlikely
where persons are found in possession of stolen goods, and the
shipper, carrier or terminal operator cannot account for the
goods as missing and very often cannot even identify the goods
or the last person responsible for them.

This is clearly illustrated by a recent case where a

- trailer load of aspirin worth over $80,000 at wholesale price

was shipped piggyback by railroad from the laboratories in an

At its desti-

= nation the truckload of aspirin was hijacked from the Penn -

¢ Central yards by parties unknown,

Only six of these cartons
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of aspirin could be positively identified as part of the shipment
and this identification required detailed and rather complicated
testimony., The other cartons according to the markings thereon
could have been a part of the shipment or could have been from
shipments to other destinations, . The first trial of this case ~-
lasting five weeks, resulted in a hung jury., The second trial

lasting nine weeks resulted in conviction of the four defendants:

but the convieéion of one defendant watg reversed on appeal because . .

of the doubt expressed by the appellate court concerning the
identification of the goods and other problems which arose duriﬂg
this lengthy trial,

This whole occurrence may well have been avoided if the
cargo had been stamped by the originating carrier or shipper
legibly mafking on the cartons the designation of the consignee
and the date of the shipment. If such identification would not
have resulted in discouraging the theft it may have nevertheless
resulted in the apprehension and successful prosecution of all
those who tried to fence the aspirins.

In contrast tg the case just discussed, I would like to
turn to a case which recently was brought in the Northern
District of Iowa involving the theft of 12,000 pounds of farm

chemical, Following this theft, the stolen chemical was fenced

have sufficient time to hear each and every complaint,
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to local farmers. However, since the chemical stolen was
adequately packaged and serialized, it was all recovered and
the defen@aﬂg§ ;nvolved were successfully prosecuted,

The general consensus among investigators and prosecutors
concerning industrial efforts at preventing thefts 1s that such
efforts are poor. The businessman usually prefers not to spend
money on security measures, He will often make such expenditures
only after a major theft from his business has occurred. At
the same time, he considers the problem of theft to be one
solvable only by the use of criminal sanctions. This view
assumes not only sufficient evidentiary leads but the existence
of tnvestigators and prosécutors who can devote time enough to
bring each case of cargoe theft, mAjor and minor, to courts which
1t also
agsumes a penal svstem ah”_. to handle the endless numbers of
thoge who would be convicted of stealing, These asgumptions
are false and also self-serving. The burden of dealing with
the related problems of cargo theft and fencing must be accepted
more and more by industry (both management and labor), especilally
in the prevention of theft by emplo&ees or authorized personnel.
It has, unfortunat~ly, been the industry's failure to take-ade-
quate security measures and to establish and/or abide by procedures

for documenting the information needed for investigation of thefts




566

- 13 -
which has in large part prevented the recovery of stolen goods.
For instance, the 1972 Uniform Crime Reports published by the
Federal Bureau 6f Investigation indicate that, nationwide, .817%
of burglaries remain unsolved to the point of arrest. Eighty
percent of Iinstances of larceny remain unsolved.

The most effective orthodox means of tracking fences'
activities are dictated by the manner in which they operate.
Fences who distribute high valued goods often will do so without
ever coming close to those goods himself, Such a fence is a
promotor, who acts as a broker in finding the right buyer for
the goods he knows to be available, He does this in person and
on the phone,; and hence the important part to be played in these
investigations by the investigative use of electronic surveillarce
such as phone<tapping.
attorneys indicated that such survelllance was extremely important
in locating the stolen goods, the places where the goods are
stored, and the places where the buys are to take place, The
use of Informants in such investigations is.also necessary,
since without theém it is often impossible to identify the fence,
and find out when a wiretap may be justified. These two means of

investigation, informants and wiretaps, are two of the most helpful

means of obtaining direct information on the fence.

- purchase from him, after gaining his confidence.

; necessary in money and people,

" such monies and/or people to make the buys.,

Most of the United States and Strike Force "shipment 37,000 pounds of swinging beef quarters.
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One mode of obtaining evidence on the fence is to make a

Problems

¢ inherent in this approach'involve the large expenditures

The government usually does

. not have sufficient money available to buy back stolen goods,

and some form of industrial support would be extremely helpful,

Unfortunately, industry has usually refused to make available

In this regard,

- when federal agents make an arrest while purchasing stolen
property (a '"buy-bust'), it completely destroys the agents'

. cover and other agents have to be used in the future,

For instance, in a recent case in Jacksonville, Florida,

- three men pleaded guilty to charges of stealing from interstate

Arrests

were made in a "buy-bust" where FBI agents posed as buyers,

¢ inspected the beef, received an inventory, and arrested the

defendants, who all pleaded guilty but received only probationary

sentences, Of course, once the bust was made, the agents' cover

- was completely blown.

One further problem in getting to the fence by only prose-

" cuting the thieves is the necessity of frequent plea bargain

. dgreements. Such agreements end the prosecution and destroy
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any further leverage against the defendant which might lead to
his identification of the fence involved,

As opposed to this approach it should be the practice of
prosecutors to endeavor to obtain the identity of the fence
involved. To achieve thils end, plea bargaining should be
premised on the promise to so cooperate whenever the circumstances
warrant, Of course, a similar means of obtaining the identity
of the fence is to grant immunity to the thief. Such decisions
must be firmly predicated on the knowledge that the criminal
immunized has done less injury to society than has the fence,

At this time, I would like to review briefly the activities
of several Organized Crime Strike Forces relating to the prose-
cution of major fencing cases.  Of course, it should be recognized
from the outset that the connection between fences of commercial
gnods and those members of Organized Crime properly the subjects
of Strike Force Activity 1s often indirect. In this regard, our
recent reports show a number of convictions of such feﬁces for
violationsg other Ehan those usually associated with fencing. Of
courge, the most important thing, once a fence is identified, is
to stop him by prosecution under any of the statutes he violates,
Aside from the offense of recelving stolen property, such vio-

lations may involve such offenses as failure to report taxable

gt e
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income, weapons vialations, perjury, aiding the commission of

thefts and interstate transportation of stolen property. With

. thls background in mind, a brief summary of the recent prose-

: cutions by several of the Strike Forces directly involving

SRR oy i i a2 L Dl

statutory violations concerning fencing activities include the

following:

In Baltimore

In

In

In

In

In

In

In

Kansas City

Philadelphia

Brooklyn

St. Louis

Cleveland

Detroit

Boston

_ & persons were convicted for fencing
$150,000 worth of stolen printing
rwachines,

4 persons were convicted for fencing
stolen securities. 1 for fencing a
large shipment of watches.

1 longtime fence of various g.:ils was
convicted for possession of $25,000 i.
stolen sporting goods, 3 other alleged
major fences of clothing have been
indicted but not yet tried.

2 major syndicate fences of securities
and commercial goods were convicted, 2
fences of liquor and $60,000 in clothing
were convicted.

1 person was convicted for unlawful
dealing in firearms

2 fences of dealing in stolen securities.

1 person was convicted for dealing in
musical instruments and clothing which
wag stolen from interstate shipments,

Two men were convicted for fencing
$150,000 worth of stolen jewelry, 7
fences were convicted for dealing in
large volumes of stolen securities, 2
major fences were convicted for dealing
in commercial goods, and 1 other such
fence was convicted for theft of machine
guns from an armory.
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Mr, Chairman, I have a more complete statement regarding
the above-mentioned cases for your consideration which 1 would
like to now offer to be included in the record. In addition to
the strike force activity just discussed, I should point out
that the %tlanta Strike Force Office has just completed an
extended and successful invastigation and prosecution of a
vicious ring of thieves and fences which has been stealing
merchandise throughout the>Southeastern states and fencing
the goods to a number of stores. A court-guthorized usgge of
electronic surveillance provided probable cause for search
warrants, executed by several cooperating authorities, Federal
and>SCate, resulting in the recovery of over $500,000 in stolen
merchandise., - Governor Carter of Georgia has hailed the effort
as the most important of its kind in the last 15 years. ~Further
relatad trlals are pending In a different Federal district.

For. the past year and a half the Chicago Strike Force has
had a program aimed av major fences in the Chicago area, These
fences include those dealing in stolen corporate securities,
jewelry and gover;ment bonds, As a result of developing a progran
with the major theft squad of the Chicago FBI and, through the

use of informants, the Chicago Strike Force has recovered nearly

thirty million dollars in stolen securities in the past two years, .
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Individuals arrested included major organized crime associates
from Chicago and New York City. 20 persons have been convicted
and another 10 are either awaiting trial or indictment.

Five investigations on major fences have been undertaken
in the Chicago area, Four of these are open at this present
time. One was successfully concluded recently with the
recovery of over $30,000 worth of stolenm jewelry. One of
the items recovered wags a $5,000 watch stolen from the enter-
tainer Liberace in Texas in February 1974. This particular
recovery was the result of electronic surveillance pursuant
to Title III of the Omnibus Crime Control and Safe Streets Act
of 1968,

The combinatlon of federal investigative efforts with
those of local law enforcement agencies often results in both
federal and state prosecutions. One reason offered for the
success of this investigative method is that Strike Force
attorneys, under less daily litigative pressure than Assistant
United States Attorneys, can more carefully direct the combined
investigative forces. In addition to Chicago, this approach
has been used in Boston, where it helped solve the theft of
$500,000 in shrimp, in Baltimore, Maryland, and other cities,

However, the most formalized attempt made by the Department

of Justice to work together with local law enforcemert is taking
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place in New York City, - There, working together under s Federal

grant, the Manhattan Strike Force office, New York County District

Attorney's Office and the New York City Police Department have
operated as a Joint Strike Force for the past six years. Ome
of the most difficult things about such an effort is the develop-
ment of trust among the participants. In New York this hurdle
has been cleared, as 1llustrated by the Joint Striie Force
effectiveness in a recent 18-month investigation known as
"Operation Fraulein,"

By way of introduction, it is té bg noted that the investi-
gation was initiated by the District Attorney's Office, However,
the Joint Strike Force was asked to participate in the investi-
gation because of.the obvious interstate aspects of the case
and the need for LEAA financing., Sign{ficéhtiy the sum of 7
$35,669.39 was expended for such items as travel and per diem
of local law enforcement officers, undercover work of 1ocpirlaw
enforcement agencies and all transportation and per diem of
witnesses. In addition, approximately $10,000 was expended
for the purchase of certain photographic and electronic sur-
veillanceé equipment,

This investigation has resulted in convictions of, or
guilty pleas from 27 persons, including Vincent Rizzo who
was charged with having transporfed $18 million of stolen and

counterfeit securities in interstate and foreign commerce
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involving violations of section 2314 of Title 18, Of the
sixteen defendants in this particular case, seven are European
subjects who are not extraditable.

Rizzo, who is reputed to be a capo in the Genovese New
York Organized ctime family, was sentenced to five years,
execution of sentence suspended. Rizzo is serving up to 20
years on related convictions gained through this investigatiom.

While this Joint Strike Force has not recently prosecuted
fences of commercial products, some explanation lies in the
fact that Manhattan has few, 1f any, truck terminals located
in 1it. Further, it has.no airports, which have had major cargo
theft problems. The redistribution of stolen securities has
become a major problem in Manhattan'and deserves much of the
Joint Strike Force's attention.

I would now like to discuss the efforts of Federal investi-
gative agencles designed to prevent the fencing of stolen commercial
goods, For instance, the Bureau of Alcohol, Tobacco and Firearms
of the Treasury Department (ATF), has launched a nation-wide
erackdown against the swelling tide of gun thefts, ATF is
asking all major trucking companies, trucking firms and trucking
facilities to report all thefts of gun shipments. This program !

follows their concern over estimates that more than 1,000 firearms

SN
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are stolen or hijacked every month. Reports of stolen weapons

will be filed with the National Crime Information Center (NCIC),

The Federal Bureau of Investigation is keenly aware of
the large numbers of crimes against property committed annually.
As mentioned Lefore, the Federal effort against those who
redistribute stolen goods must be premised on giving high
priority to the investigation of reported incidents. The
FBI's commitment to such efforts takes the form of a program
affording concentrated iﬁvestigative coverage of burglars, armed
robbers, and fences whose activities are of such a patternm,
msgodtude, or modus operandi to indicate that they are actual
or potential violators of Federal law. The ultimate objective
isvthe development of evidence sufficient. to convict these
individuals in either state or federal court. Accordingly,

close cooperation with other Federal agencies and appropriate

-

branches of local law enforcement has been encouraged as a means

of unifying and strengthening an overall federal-state effort.
The benefits resulting from this intensified effort at

identifying and investigating major thieves and fences have
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been two-fold: the subjects have been prosecuted by either
state or federal agencies, and the cooperation between their
investigative agencies has been increaéed. Particular instanées
include: = the arrest of three individusls on theft from inter-
state shipment charges, one of whom is a major fence, dealing
in trailer load quantities of merchandise, and the recovery of
1,225 major brand radial tires and a tractor trailer. The
combined value of the recovery was $60,000.

There also resulted the arrest of seven subjects by local
authorities and the recovery of numerous drawings and paintings
valuad at 5$102,250. Subjects were charged locally with burglary
and criminally receiving stolen property.

.Another gserious area of crime confronting the business
comnmunity and law enforcement is the sale, transfer and use
of stolen securiéiES. It has been estimated in testimony
before the Permanent Subcommittee on Investigations of the
United States Senate Committee on Government Operations that.
over $50 billion worth of stolen and spurious securities are
in circulation within the United States. 'This problem has
been accentuated by the lack of proper physical security measures
by the business community concerning the storage, shipping

and ‘accountability of segurities. Significantly, the fencing
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of stolen securities has been fostered by the failure of
the buéiness community to use adequate validation at the time
such securitieé are presented for sale, pledging or when
Quch‘secﬁriﬁies aré.used in a manner to obtain other forms
of monetéry credit.

Due to the profouﬁd impact that these stolen and spurious
securities can‘ﬁave on the national &nd internatiomal
ecdnomics, the Criminal Division has focused particularly on
facilitating and coordinating Federal prosecutions involving
sééuticies offenses. [Efforts are being made by the Criminal
Division to encourage the financial community to improve its
practices and procedures in regard to the handling of securities.
Should the financial commﬁnity fail to take the necessary
voluntary measures, legislation may be necessary to vest regula-
tory authority in the Securities Exchange Commission or other
Federal agency. Regulations issued under such authority could
require reasonable validation procedures for securities at the
time of transfer, Pale or exchange. Such validation could be
accomplished through the use of a privately owned or government

owned centralyzed computer data bank for lost, stolen, or

counterfeit aedutities. vUpon request, the National Crime Informa-

tion Center ndw,proﬁidesyéuch service relative to stolen

577

-2 -

gsecurities through law enforcement agencles to financial
institut;ions, and computer banks exist in the private sector
vhich will provide this service direct to financial institu-
tions for a nominal fee. However, industry has been
reluctant to avail itself of these services, '

Aside from cargo thefts and securities thefts, auto
thefts also constitute a serious area of fencing activities
which should be brought to the attention of this Commigtee.
In 1972, 881,000 motor vehicles were reported stolen in this
country. One source estimates that the total value of all
cars stolen in 1972 is $797 million., Although the number of
reported auto thefts In 1972 reveals a decline of 67 from the
1971 statistics, the commission of car thefts by professionals
for regale or stripping is on the rise. The security devices
recently built into automobiles are reducing the total number
of offensps because the activities of inexperienced juvenile
joyriders are being curtailed. Since juveniles are stealing
fewer cars, a h;gher percentage of cars are being stolen by
professionals, including rings. Accordingly, the recovery
rate of stolen automobiles was approximately 90% in the

wid-1960's, but went down to approximately 80% in 1972,

594150~ 74 - pt, g~ 8
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Auto theft 18 a highly profitable form of crime which

carries little risk of jail for offenders. In this regard,

- only 177 of the cars stolen in 1972 were cleared by the

arrest of a sugpected offender.
The rate of automobile thefts in this country results in

a fencing operation for the distribution of automobiles and

automobile parts of enormous proportioms.. In this regard,

in testimony before this Committee, during its hearings on
"Criminal Redistribution Systems", the District.Attorney for

the County of Los Angeles, Joseph P, Busch, stated that imported
automobiles is one of the commodities which most frequently
moves through "channels of 1llicit distribution" (Hearing 3).
As 13 the case in oﬁher areas of fencing, the illicit move-
ment of stolen automobiles and automobile parts is frequently

facilitated and encouraged by the cooperation or connivance

of swall businessmen, Car dealers often fail to make a simple

inspection of vehicle identification numbers (VIN) that would
uncover a stolen wvehicle.

The Criminal Division and the Federal Bureau of Investigation
are diligently attempting to help solve the auto theft fencing
We have previously drawn up standards which, if they

‘problem,
were to become law, would help curb two very important methods

579

- 26 =
of disposing of stolen vehicleg -- the adoption of the
certificates of title from Junked vehicles for stolen
vehicles and the exportation of stoien vehicles from the
United States. These stendards have been submitted to the
Department of Transportat;pn for {ts consideration and
possible congressional enactment into law pursuant to the
National Highway Traffic Safety Act of 1966, 23 usc 402, as
amended by the Highway Traffic Safety Act of 1973, section
229 (P.L, 93-87). The Criminal Division has aiso Trecently
implemented 18 USC 5001 80 Ehat auto thieves under 21 years
of age can now be returned to the jurisdiction in which the
vehicle is stolen by the U,s, Marshals Service at federal
expense. It 13 our view that limited federal Tesources will
have the greatest impact upon this area of crime by ‘cur
continued concentration upon the prosecution of auto theft
ring cases, Accordingly, the number of casas under. active
investigation by the FBI has recently risen from 125 to 225,

bln addition, the Criminal Division is now actively exploring
with the Pepartment of Transportation the possibility of
establishing an interagency auto theft committee in order to

generate g comprehensive auto theft program
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Looking toward the future, we see a need for the
enactment of our aforementioned standards, either as
federal law or as a uniform state statute. In order to
meet the challenge of the present automobile fencing problem,
it is also necessary that national uniform standards be
established for both VIN's and automobile certificate of
titles. There pust be more cooperation and interchange of
information between the Departments of Motor Vehicles in each
state. Finally, private citizens and used car dealers must

be adequately informed regarding the identification of stolen

vehicles.

It is my understanding, Mr. Chalrman, that you desire
that I inclide any legislative recommendations to strengthen
federal laws as to fencing activities.

As you know, the Department has expressed its support for

the general principles of §. 13, a b1ll "To amend Title 18 of

the United States Code.to provide civil remedies to victims
of racketeering activity and theft, and for other purposes,"
This bill which has passed the Senate provides a civil remedy
for the recovery of treble danages from persons guilty of
violations of 18 U,S,C. 659 and 1972, Indeed, this is a step

in the right direction since a stiffening of the applicable
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criminal statutes alone will not eliminate fencing of

stolen goods, The civil remedies, especially for violations
of 18 U.5.C, 659 which forbids theft and/or receipt of

stolen property moving in interstate or forelgn commerce,

will hit the fences and those who do business with them

where it hurts most, in the pocketbook. It is the
Department's position that only through a two-fold approach =-
criminal and economic <= will a dent be made in distribution

of gtolen gooda, At this time I would like to hand up to

‘the Committee for ingertion in the record the full text of

the Department's comments on S, 13 made in November, 1973.
Further, it should be noted that the revision of the

Feéderal Criminal Code proposed by the Justice Dep;rtment and

introduced on March 27, 1973, as Senate Bill 1400 by Senators

Hruska and McClellan, contains in pertinent part a complete

revision of the various theft and larceny statutes in Title 18

Among other things, this bill simplifies and unifies the many
"fencing" statutes, eliminates the place of theft as an

element of the receiving offense, adds an attempt provisionm,
and facilitates proof of knowledge that the received goods were

stolen, to mention only a few of its effects. With the
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Chairman's permission 1 would have inserted in‘the recori
at this point 2 comprehensive statement by the Departmen
- on the effeétiveness of the Federal Criminal statutes as .
they pertain to criminal redistribution gystems with particu

‘ osed
discussion of the corrective provisions of the prop
Code.

inal
revised Federal Crim
e desire to f£ind effective and useful

We share with you th f
tment O
gtres to deal with this problem. We at the Depar
measy

in this area.
ould
This is the end-of my statement, Mr, Chairman, I W

ask.
b leased to answer an questions the Committee may
ep y
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STATEMENT OF KEVIN T. MARONEY, DEPUTY ASSISTANT ATTOR
NEY GENERAL, CRIMINAL DIVISION, U.S. DEPARTMENT OF
JUSTICE, ACCOMPANIED BY JAMES FEATHERSTONE, DEPUTY
CHIEF, ORGANIZED CRIME SECTION; AND RALPH CULVER, STAFF
ATTORNEY, CRIVINAL DIVISION -

Mr. Maroney. Thank you, Mr. Chairman.
My name is Kevin Maroney, and I am a Deputy Assistant Attor-
ney General for the Criminal Division. Attorney General Saxbe was

unable to appear as a witness before the committee this morning -

because of a prior commitment. It is a pleasure to be before you this
morning to discuss the area of crimie relating to fencing activities
and the actions that this Department is undertaking to curb such
activities.

I am accompanied at the table this morning by James Feather-
stone, deputy chief of the Organized Crime Section, and by Ralph
Culver, a staff attorney in the Criminal Division.

I have prepared a rather lengthy statement for submission.

Senator Bisre. Without, objection, that will be included in full in

' the record. You can develop the statement and highlight it, or brief

it in any manner that you care to.

Mr. MaroNEY. As I go through it, I propose to eliminate about
one-third, if that is acceptable.

Senator Bisre. That sounds fine.

Mr. MaroNEeY. As you may know, the Department is vitally con-
cerned with the problem of fencing as it encourages such offenses as
cargo thefts, security thefts, and auto thefts, and I welcome the

. chance to assist you in whatever way I can.

I would like to take this opportunity at the outset, Mr. Chairman,

* to commend you and the other committee members for the extensive
. Investigations you have made in this important ares, of crime.

Senator BisLe. We are only touching the surface. I am not satis-
fied with what we have done yet. It takes constant attention. The
more I get into this problem, the more I study it, the more I am
convineed that you just have to continue and keep the spotlight on it

+ as much as anything. Probably public opinion would be as helpul in

this area as any. I recognize the legal dilemmas of coming to grips

- with this problem. This is a tough area in which to work. Every

! witness has testified to that effect. It becomes clearer and clearer that

. this is a difficult thing to take to court and secure a conviction on
. under the tools that you have to work with at the present time.

I am grateful for your commendation, but I do think we have to

- do a terrific lot more. Thank you. You may proceed; you have been
- very helpful to us.

Mr. Maroney. Thank you, sir. . .
As T am sure you recognize, the Federal Government shares juris-

-, diction with the several States relative to the investigation and
1 prosecution of cargo thefts. This is so because cargo theft is one of
- those offenses for which the Federal and State governments have
-, concurrent jurisdiction and responsibility for law enforcement.
Therefore, effective enforcement in this area of-criminal activity

5
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requires that the several States and the Federal Government join

hands as partners in law enforcement. ;
Shortly before the commencement of the Federal cargo security

program, it was determined after discussions with members of your = !

staff that a need existed for the Department to taks action to ass:ve

that no lapses exist in the investigation and prosecution of cargo !

thefts between the States and the Federal Government.

On Gctober 20, 1971, the Deputy Attorney General requested all E

U.S. attorneys to contact their State counterparts and endeavor to
enter informal agreements with those officials so as to eliminate any
lapses in the investigation and prosecution of cargo thefts. The

responses of the U.S. attorneys to this request indicated that the U.S, .
attorneys in approximately 80 percent of the Federal judicial dis-
tricts were successful in entering agreements with their State coun- '

terparts for the investigation and prosecution of cargo thefts.

‘We were sufficiently encouraged by this success in the informal

agreement effort to undertake action to implement this approach

further on a continuing basis. On November 30, 1970, the Deputy
Attorney General by letter urged all U.S. attorneys to explore the

feasibility of establishing permanent Federal-State law enforcement
committees to focus upon and adhere to the needs of law enforcement . -

within their States. Such committees as envisioned would consist of -

key State and local law enforcement officials and appropriate Fed-
eral representatives. We felt that such an enforcement committes
could do much, through regularly scheduled meetings, to achieve 2

long-term coordinated effort by the State and local authorities and
_the Federal Government which would provide effective criminal law

enforcement in those areas where we share concurrent jurisdiction.

At this point, it should be noted, Mr. Chairman, that your efforts .- :

did much to support the Department in its program to establish these
Federal-State law enforcement comrnittees. In this regard, you found
the concept for these committees sufficiently meritorious with refer-
ence to cargo theft and the fencing problem that you endorsed this
concept in letters addressed to all 50 State governors.

To date, the U.S. attorneys’ responses to this Department regard-

ing the establishment of these committees have disclosed that in 36
States one or all of the U.S. attorneys have either established these

Federal-State law enforcement committees or they are presently in' -
the process of eéstablishing these committees. In this regard, certain. :

U.S. attorneys have replied to the effect that while the need for

communication with State law enforcement officials exists, that such
n need can be met by existing arrangements without a new formal

ized committee.

While progress has been made in the establishment of these com: -

mittees, much remains to be done before we can achieve a meaningful

and cooperative Federal, State, and local 1w enforcement effort. The

Department of Justice must insurethat these committees or similar

groups are provided sufficient support to enable each of these groups

to become fully functioning entities on a continuing basis. L
Toward accomplishment of this goal, the Department of Justic
through the Law Enforcement Assistance Administration, has called.

upon the State law enforcement planning committees in all 50 States

A i e s ey
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and all LEAA regional offices to fully su 7
la,W. enforcement committees. Also, the Z;&ttoli'gg;téggziaf‘%i:rfgéggﬁfe
sent to all U.S. attorneys a packet containing a detailed statem St:
setting forth the functions of these committecs and progress mad %1
them up to the present date. Further, this packet cox%iains 1a5 : 4
gesed topics for discussion at these commitfes meetings relatinéufg

concurrent jurisdicti .
somtent. Jurisdiction offenses which are fully documented as to

Senator Brere. When was this all done ?
IIQIII'. (LJI};&R'ONEY. It was done the 28rd of April.
r. Uhalrman, concerning this packet that was sent +
50 ag0, we have a copy for submission to the commii?zrelg.]uSt 2 week or
%enator BipLe. Without objection, that will be incorporated and
made part of the record in full. T think that it would be helpful

int I . ;
ﬁI:a lgf'matlon for the use of the committee and its further work in this

N'[r. Maroney. Thank you, sir.
[The information referred to follows |
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0ffire of the Attorney General
Washington, B. €. 20530

April 23, 1974
To . All United States Attorneys

Subject: Federal-State Iaw Enforcement Committees

With reference to my telegram of February 28, 1974, to all
United States Attorneys, I am pleased to forward to you the attgched
packet, prepared by the Criminal Div.?.si?n, 10 serve you as.a gu;de
in your continuing efforts in esteblishing & pez"mg.n?nt vghlcle or .
the coordination of Federal law enforcement activities with those o
the state and local agencies.

The above-mentioned packet contains a statement (enc¢losure 1)
describing the functions, progress and goals of Federa.]:-state law
enforcement committees, enclosures (2 through 16) setting forth
topics which might warrant discussion at your next meetlng.mthsﬁfs
state counterparts, and a Staft Report prepared for ?he United de?
Senate Select Committee on Small Business toget}_'xer with Pax:ts 1 azh 2
containing reports of Hearings before that Committee relating to the
Criminal Redistribution (Fencing Systens),

We are aware that many of you are presently members of" exist-
ing committees which might well serve our goals and consequentl;f ‘bl’.le
need to establish a new committee is minimal. \fherever su?h axisting
formal vehicle of communication is adequa’ce.to insure the‘lr}terface
here envisioned (see enclosure 1), such vehicle may be utilized s
whether it be city-wide, district.wide or state-wide. However, ll‘x[;.e
‘of communication which are totally infurmal ar}d wnstructured will te
unlikely to provide the support and coordinstion of law enforcettr?en .
as envisioned by %his Department. Consequently, you should at t}e‘:r
least meet periodically with state and local counterparts to famlllf .
ize them with the Federal approach on substantive areas, exampi.es o
which are contained in the packet. If you have not already heid a st
meeting in 197k, it is requested that such be held by July‘r 1, t97 o
that the packet be used as the basis for your agenda, subject to ¥

own additions. e
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The Taw Enforcement Assistance Administration has taken a ;ar-
ticular interest in this program and has committed itself to the i'ull
support of these Committees. Attention is invited to enclosures 19
and 20, consisting of letters from the Deputy Administrator of the
Iaw Enforcement Assistance Administration addressed to the state law
enforcement planning agency and the regional administrator. Letters
identical in content are being sent to the law enforcement planning
ageney in your state and the regional administrator for your district.
Additionally, the Board of Directors of the National District Attorney's
Association has pledged its support in obtaining the cooperation of its
members.

While I do not request nor expect & report from each Federal
State Law Enforcement Committee or similar group relating to matters
discussed, I do request that you, in your capacity as United States
Attorney, inform me by May 31, 197k , of the date of your next meebing
with locel authorities and a copy of the agenda of the matters to be
discussed at such meeting. Further, I request that each of you brief
me by letter regarding any matter discussed, including your recommenda-
tion for any action that this Department may take to assist you in your
endeavors, or vhich may be of benefit to the overall law enforcement
effort. 1In particular, I request that you forward to me any suggested
topics for discussion at these meetings.

It is further requested that you characterize your efforts in
the establislment of these committees by indicating your Federal-state
relationships . by designation in a letter of reply one of the followling
categories: (a) Full formal meetings at the state level; (b) Organized
relationships established at Federal judicial district level or locsl
level but less than state-wide participation; (c) The dialogue beiween
Federal and state authorities is not meaningfully organized by agenda
or formal meetings; and (d) Political conflicts exist at state level
which have thwarted previous efforts to establish a Federal-state law
enforcament conmittee.

Finally, let me once again assure you of the Department's con-
tinuing support in the preparation of these meetings and of our belief
in-the growing need to depend upon and work with the state and local
lav enforcement agencies, Such cooperation can be built only on an
understanding of what problems are faced by each, and should also be
predicated on Federal efforts encouraging local prosecution, not only
of those cases with minimal Federal interest, but of all cases wit
strong state or local interest. :

/U"(QS%

WILLTAM B, SAXBE
Attarney General
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FEDERAL-STATE IAW ENFORCEMENT COMMITTEES

I. INTRODUCTION

In the first Annual Report by the Attorney General on Federal
Law Enforcement and Criminal Justice Assistance Activities, then
Attorney General Richard G. Kleindienst dedicated the Department of
Justice to a nation-wide cooperative effort in crime reduction witn state
and local government.

The purpose of this statement is to explain the background, the
goals and modus operandi of Federal-State Law Enforcement Committees con-
sisting of federal and state prosecutors and investigators. These
committees are being formed to pinpoint precisely the limits of respon-
gibility to be exercised in the f£ield of concurrent jurisdiction offenses
and to suggest ways in which the problems inherent in such situations
may be avolded.

The establishment of these committees was reported to thé
President by the Secretary of Transportation as an extension of the.
efforts of the Natioral Cargo Security Proge-m; The President's
response indicated encoursgement by the report, especially since
industry has apparently egreed that govérnment cannot solve the problem
of cargo theft alone .'

| This program envisions Cormittees dealing with not only the
problems of cargo theft but those related to any offenses prosecuted
by both Federal and state governments. However, the need for those

governments to define their proper and vearying roles remains.

ENCLOSURE 1
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11, XOISTING PROBLENS

Problem areas surrowxling the investigation and prosesution of
violstions of both federsl and atate laws include:

(1) Duplicitous investigative efforts by federnl and state

agencies where it is unknown which prosecutor will present the casas,
(2) Deciimation of prosecution by both fedaral and state offices,

because of restrictive prosecutive paliciea dictated by limited manpower,
The problem is further aggravated by misunderstandings in the federal
office a8 to wvhat types of cases will or will not be prosecuted in state
courts and vice-versa.

(3) Strained relations between federal and state offices, investi-

gative and prosccutive, due tc’the desire of each to bandle the larger,
more important cases, PFedersl prosecution is oftea premdaed on high
dollar value, resulting in an uphu.iu by beth federal and state offices
on such cagses and occasional competition for the prosecution thereof.

(4) Expectation of federsl rrosscution from the federal presence,

which is made manifest by the many federal services avallable to state
officials, including the NCIC, and federal criminal laboratory assistance.

Similar problems develop when, for example, ed:the.r Federal inves-

g tigators or information from case-files, or both, are needed to present
:; efldence in prosecution by the state, and vice-versa. There are ofién

: valid feaxrs that the identity of informants may become the subjectas
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of discussion. Guidelines to protect such valid federal interests,
while already existing, are often not known or understood by state
officials.- '

Another area of ignorance and consequent dissension exists
because of the frequent desire of state authorities to have Federal
investigators locate and return to state custody fugitives (oftentimes a
divorced perent) charged with a felony (kidnapping). While Federal
statutes (the Fugitive Felon Act) may appear to grant jurisdiction, con-
sideration must a.:l.so be given to the extent of agreements, signed by the
states, which delineate interstate extradition responsibilities.

The problem of jurisdiction over juveniles charged with a Federal
offense is many sided.  Many states have declired prosecution of youthful
auto thieves because of the expense involved in transporting the defendant
back from the site of arrest. -Federal efforts at encouraging state prose-
cution has resulted in recent guidelines for U.S. Marshals to transport,

at federal expense, the defendants back to the involved state for prose-

cution.

III. HISTORY OF PROGRESS

others) which result from the concurrent exercise of jurisdiction over

criminal offenses and has worked hard to provide a forum whereby such

problems may be met. In November 1972, the Department issued a memorandus

to0 81l United States Attorneys which was prompted by a desire to effect

The Department of Justice has been aware of these problems (among :
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an improvement in the coordination and liaison between Federal and state
authorities and which urgea the consideration of establishing permanent
Federal-state law enforcement committees. The Department had earijer
asked that the United States Attorneys ente;r informal agreements with

their state counterparts to pramote interlocking presecutive policies. in
certain specified areas of concurrent Jurisdiction, Encouraged by the
response of the United States Attorneys, which indicated that such informal
agreements had been established in 80% of the Federal Judicisl Districts,
and aware of the many other problems resulting from concurrent Jurisdietion
discussed above, the Department asked that results of the United States
Attorneys' efforts be given to the Department by February, 1973. Enclosed
with the memorandum wa< a copy of a letter addressed to all 50 state
Governors and signed by Senator Alan Bible, Chairman of the United States
Senate Select Committee on Small Business, in which the Governors were
asked to cooperate. in the establishment of Permanent Federal-state law
enforcement committeas. The cepartment of Justice concurred with Semator
Bible's belief that the cargo theft area would be an s*xcellent starting
roint for a ngeral-state +&w enforcement committee, and included with the
memorandum materials relative therete, The resperse of national representa.-
tives of the transportation industry to the Department's efforts was positive
and immediate. The Irucking Industry Committee on Theft and Hijacking

(of the American Trucking Associations) asiea mavion-w'de support from
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its members in the form of positive contact regarding the cammittees
with the United States Attorney(s) in the various states. There have

‘peen similar reactions from the rall industry. Hopefully, industrial

representatives will play an active part in the conduct of these meetings, !

at least on an occasioml basls. Since the prcblem of theft from the

transportation system is so great, tramnsportation executives might be
well advised to make known to the prosecutors their support and also

find out how to supplement the law enforcement effort by tighter security. ‘

Reaponses 'n-cn the United;' States Attorneys has been positive also
and has indicated that inm 36 states one or &1l of the United States
Attorneys have either pledged to establish new Federal.state law enforce-
ment committees, or have replied that, while the need for communication
with state law enforcament counterparts exists, that need can be attended
to without & new formelized comuittee since vehicles of communication
already exist. United States Attorneys in U other states are walting
for an opinion from their state counterparts before answering. Negative
responses, received from only 3 Districts, were based solely on the
belief that cooperation wes slready in high gesr and could not be helped.
IV. PARTICUTAR COMMITTEES

Pedaral officials in Texas bave been some of the most enthusiastic '

and cooperative in the effort to establish a statewide committee.. - Coopers-.
tion from local officials was originally solicited in March of 1973 for

a Texas State Cargo Security Conference by representatives from the

! tons,
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Departments of Transportation and Justice. Texas officisls recognized
the magnitude and national Scope of the problem of theft of cargo from
the transportation system and joined in the planning of such a statewide
conference which was held in August, 1973, 'The conference was organized
around reparts8 of local cargo security problems and activities 5 an
dtempt at analysis of thosge problems, ard & statement of law enforcement
erfarts in this fleld. Texas law enforcement officials were so impressed
by the apparent need for cooperation between law enforcement agencles tmat
within a few months they had organized themselves, behind the Dredominant
impetus of William S, -Sessions, United States Attorney, San Antonio, Texas,
into the Texas State.Federal Iaw Enforcement Coordinating Committee. Con.
sisting of 21 members, the committee held its first meeting in the office
of Texas Attorney General john j,. Hi11, who directed his remarks %o the

need for cooperation between Federal and state investigative agencies,

Other topics of particular interest to Texas law enforcement were addressed,
ineluding drug-related offenses, organized crime, and obscenity prosecu.

The next meeting is mcheduled for early June, 1974,

In Minnesota, law enforcement officials have already utilized

their committee us a strike force to cambat a particular local problem,
United States Attorney Robert G. Renner 'met with Minnesota Attorney

Gen
eral Warren Spannous to form a Federal.State Law Enforcement Cocmmittee

. .
imed rarticularly at those who fence stolen property in the Twin City
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area. Federal and local agents were selected to work together in this

e available to the state to form an investi-

effort. LEAA funds were mad.

gative team. The Pirst target was a major pence who had operated for

20 years without arrest. The state's investigative team gathered wiretap

evidence that the fence was being protected by public officials. Federal

agents from six investigative agencies combined efforts with state agents:

to 1ist major areas fences and shoplifters, fram whom information was

gought. ~ Joint surveillance resulted in search warrants being obtained,

searches conducted, propert
halted by arrest, cemviction, incarcerstion for 10 years and fine of

vy identified, and the major fence's operations

$10,000.
Federal agents were careful to include local offiders in search

parties and to attribute major credit to the state agents for purposes

of the extensive préss coverage.

This committee, while preparing & thrust on aknother ma jor fence,
45 now also investigating gambling entexprises and liquor establis
United States Attorney Renner has pledged that his office will "demon-
stzate the need and value in breaking down traditional areas of reticence

in the sharing of information and mitual effort in our callective war

on crime." .
One of the more encouraging conclusions. +o be drawn from the

reports recelved thus far of the meetings already held is that 1law

tments. ¢

€
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enforcement officials have correctly judged this program to be one
aimed at the myriad and diverse problems encountered fram one area of
the country to another. For example, while Montama's committee had
dedicated two of its meetings to relations ﬁth the Indian nation, the
FNorthern District of New York has spent its time on cargo theft and |
narcotics violations. Meanwhile, Temnessee has considered auto theft

as more worthy of discussion. Whatever the problem, the W-Shte
Iaw Enforcement Committees will provide a forum whereby Federal and state
officials may aseek solutions.

V. FURIHER AREAS OF TWVOLVEMGNT

The areas in which these Camitteez can make contributicns are
expanding beyond simply working out agreements in the areas mentioned
above. For instance, an analogous effort at ametiorating the sometimes
unheppy relations between the state and Federal judicial systems has
been enjoying increasing success, Behind the vocal sponsorship of
Chief Justice Warren Burger, the State-Federal Judicial Councils are

t -
oday operstive in forty-six states. While continuous interaction

‘betwe
en & Federal-State law BEnforcement Committee and a State-Federal

Judi :

c:@l Council located in a particular state would'not be possible,
each group would have direct imterest in any agreements reached or
direct

ions teken and consequently same inter-exposure would seem helpful
and apmropriate.
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Ancther area of output possible from such & comitiee would
be in the area of legislative proposals t6 be made to both the Congress
and the state legislatures, especially regarding statutes in the aress

of concurrent jurisdiction,

- VI. SUFPORT

The Ratiomal District Attorney's Association, with a membership
of approximately 5000, has indicated a strong desire to make the program
known to its members amd to ask their support.

It is visuallized that sut-o District Attormeys from each state
along with the Urnited States Attorneys will express to the State Planning
Agency, the local reciplemt of all LFAA block grant funds, their interest
in such a yrogram and their desire to bave the comittee meetings funded
by LEAA. The individual applications presented to the SPA's will in all
essential respects express the goals and procedures expressed herein.
The LEAA will urge each SPA to support the allocation of funds to sponsor
regular meetings of the Federal-State Iaw Enforcement Committee in its
state., The agenda for each meeting will be drawn up, with help and sugges-
tions rroin the Department of Justice snd the National District Attorney's
Association, by a person or persons designated by the State Plamning
Agencies. 1In order that all necessary topics be included, the United
States Attorney shall heve the right to review the agenda and thereafter

include areas of discussion not listed by the person or persons desig-

nated by the SPA., Experienced consultants will be mede available to

697

belp organize such agendas and reperts of meetings held, The LEAA shall
support these committees by urging state law enforcement Rlanping
agencies (BRA) to allocate funds, to amsist in initia] meeting organizing
activities; when requesteq by appropriate ;ztate and local pr§secution

and investigation agencies. LFAA willl directly support the camnittee
Irogram by providing starf suppert to effarts to organize committees.
Appropriste guidance materials for organizing committees might be
developed as a result of this experience. Fimally, LEAA wil) plan and
conduet an evaluation of the Federal-State Iaw Enforcement Committee
progran to determine its effectiveness in meeting program o?:jectiVeS.

The Executive Office for the U.8. Attorneys, the FBI, DFA, other
8pmropriate Federsl law enforcsment agencies, the Ratiopal Association of
Attorneys Gemeral, and the Interoational Association of Chiefs of Police
are cooperating with thia Program.
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FIREARMS AND EXPLOSIVES CASES

The Department of Justice will not be seeking major

legislative authority in the firearms and explosives area

within the foreseeable future. Accordingly, it is important

that United States Attorneys take advantage of every possible

means to tighten up enforcement of th

laws within the existing statutory and regulatory framework.

One important step is to achieve a relationship with state

and local officials in which firearms and explosives cases

will carefully be reviewed to determine whether or not a

particular case is to be investigated and prosecuted locally

or federally.

In that regard the United States Attorney should stress

to local officials that simple firearms' receipt and posses-

sion. cases such as those arising out of the illegal receipt

of a firearm by a felcn (18 U.S.C. AppP. Section 1202) should

be prosecuted by state or local authoritie

a parallel state or local statute.

s where there is
In those cases, however,

where there is no similar state or local statute, or where

the offender is of more than usual concern to local law enforct

ment authorities,

ENCLOSURE 2

e firearms and explosives .

the United States Attorney should offer his -

.
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agsistance to local authorities by considering possible
Federal prosecution under section 1202 or 18 U.S.C. 922.
Such Federal prosecution may be of substantial value where
no ‘'other means of apprehending and prosecuting a major
criminal figure are available.

Major interstate firearms and explosives cargo theft
cages continue to be of prime importance to the Department
of Justice and generally should be prosecuted Federally.
Although the monetary value of such thefts is often minimal,
the importance of such thefts to law enforcement efforts is
obviously great. In addition, cases involving the illegal
sale of firearms and explosives by dealers and other licensees

18 U,
( S.C. chapters 39 and 40) should also receive high

Federal priority.
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ATRCRAFT HIJACKING RETATED CRIMES those instances where local prosecution is not initieted,

There 1s presently e significant need for mutual cooperetion your office should initiate federal prosecution wiere

and unmlerstanding between federal and local law enforcement authorities Jurlsdietion exists and prosecution is required in the

at our mation's airports. Oftentimes, both federal and local investi- interests of justice.

gators z;espond. to the same incident and similarly,at the prosecution level,
there 1s often concurrent statutory jurisdiction for aircraft hijacking :
related crimes, In same jurisdictions federal and local authorities mave
already worked owt;xoperational plans for the assigmnment of these caseas R

vhile in many other jurisdictions there is no such clarity. i
3 -

The federal arsenal of statutes that covers these crimes is at
this time inadequate, There are no statutes which provide for a civil
penalty for hijecking hoaxes or for carrylng & weaspon abodrd an aircrefi
and accordingly, in those instances where there are mitigating factors, nmo
appropriate penalty exists for the aformentioned crimes. Carrylng a weapon
at an airport is not a federal crime where the actgr is not a ticketed
passenger. In such cases it is particularly incumbent upon the local
authoritles to assume the prosecution responsibvilities,

By way of summary the followlng quote is provided vhich is from the *
Department of Justice's December 5, 1973."Guidelines for Enforcement of = .

Certain Related Hijacking Offenses:

.+ . . To the extent local law-enfércement authoriiies exercise

jurisdiction relative to these types of offenses, you {U.S. Attoz-neyS);
should of course, take the appropriate steps {o assure that the i
local authorities are fully exercising their law enforcement
capability in this ares of crime, including non-passengers

who are arrested during the prebgard screening process. In S

ECLOZRE 3.
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COMMUNLTY INVOLVEMERT IN INNOVATIVE i CORRUPTION OF OFFICIALS ARD FROGRAMS :
RENAETLITATION PROGRAMS v Lk

Groater cpordimtion is needed between Federal, state and local

United States Attorneys should inform themselves of izimvative :
prosecutors if meandingful action is to S
rebabilitation programs utilized in their respective state jurisdictions, » be taken to elimimte corruption.
: , To effectively deal with such corrupt t :
Hew approsches in the area of corrections such as pre-trial diversion, S lom, it 15 necessary that state and
) local authorities be encouraged to ass i
parole release and furlough programs have proliferated in recent years, e ist the Federal Govermient in this
- srea of erimimml activity.
The standards relating to the prosecution function and the defense Cd ‘ ) i
' Pederal resources are limited.
function, developed and issued by the American Bar Association project ted. As & result, m't?d Btates
Attorneys necessarily are forced to co
cn standards for criminal justice, explicitly calls upon prosecutors ncentrate on impact cases, cases
rhich, because of the prominence of the defenda ederal ‘
and defense counsel to explore the availability of non-criminal dispo- nts or F programs
involved, will receive substantial publicity. ILess noteworthy cases are

sltions and the use of community resources for diversion of cases from the: .
‘ often declined. In many instanc Pros

criminal process. : ©8, guch cases could be scuted by state

and/or loeal authorities, but are not because of czzmund :

A variety of programs for the diversion of offenders imto i ’ ¢ & lack of ¢ cation S

: between such authorites and the United States Attarney. i

comaunity-oriented rebabilitation programs bave been utilized by state

and city criminal justice systems. Projects such as the Court Bmployment Some effart is being made to encourage state and local prosecutors
Project in New York City and Project Crossroads in the District of > 0 ake & more active, aggressive role in detecting and prosecuting b
Columblia consist of deferred prosecution concurrent with employment, feription.  The Mtiomal Matrict Avtorneys Association, with LEAA funds, I
education and social counseling under the auspices of a community-based pis esbarked on & project to luprive the capability of state and local

service apparatus, A J;Lm_'.ted pilot program of deferred prosecution in patrst Attorx.:eys fo deal with sophisticated "white collar" crimes.
Federal District Court originally begun in New York in cooperation with ‘ Attme:::::czr:z:t:::; :n the San Dieg?, Califarnia District
the Court BEmployment 'Pro,jcct has prompted ‘extensive examination of the : canbe accomplished. There, the

District Attorney has expressed his willi
es i
possible role to be played by such programs in the Federal system, and . ngness to consider prosecution
¢ of mtters referred to him by the United States A aggres
s sematred 4 S cogerthintal non theroot 4 setorel Hatetons es Attarney. An Bive

| © . Trogram which concentrates on detection of crim i
Legislation is now pending before Congress which would authorize pre-trial: - o T e e e

,f diversion programs in all Federal courts. Accordingly, the practical :
- ‘. EMCLOBURE 5

experience of operationmal state and city programs might well benefit
United States Attorneys in their own implementation of pre-trial diversion

: to vwhatever extent it does now and may later exist.
o BACLOSURE *
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crine, bas
i{nformation between the pistrict Attorney's office and Federal agencles,

A cogperative atmosphere is being cultivated,

By sncowrnglsg such progrems &8 the one in San Diego, we recognize =

that prosecuting only inpact cases is not encugh. Fedaral programs are

not adequately mrotected when "uingr® visiators are permitted to continue

to ply their itrade. Often, state and local suthorities will mave Jjuris-

diction. We ahbuld geek their cooperation.

1

bean Adoptod. mhere i8 a substantisl exchmnge of intelligence

e e
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"BANK ROBBERY AND KIDNAP CASES

Usually States have statutes which fully parallel
Federal bank robbery and kidnap sta@utes. Thereforé in each
case it becomes necessary to decide whether such offenses
should be investigated and prosecuted locally or federally.
Some of the factors which should go into such a calculus
are: whether or not the State is interested in proceeding;
whether the State has sufficient manpower to accomplish the
task; the relative sentences which would be imposed follow-
ing state or Federal prosecution; the presence of an
informant, the use of electronic surveillance, or other
exceptional techhique being used which might present.
disclosure probiems in another jurisdiction; and the
pendency of other criminal charges againsththe defendant
in a particular forwmwn,. . In general, however, the central
gquestion is generzlly witish jurisdiction can get to trial
the fastest-with the most effective prosecution, and

achieve' the greatest in terms of imprisonment or deterrence.

ENCLOSURE 6
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CONTROLLED SUBSTANCE
INVESTIGATIONS AND IROSECUTTONS

Many persons who violete the provisions of the Contr_olled
Substance Act (21 U.S.C. 80l et seq,) simultaneously commit similar
state offenses. In such instances a decision must be made as to
whether prosecution is to oe in a federal; state or locol court. United
States Attorneys follow no wniform policy in declining prosecution in
favor of local or state prosecution. Local and state prosecutors, in
declding whether ‘to prosecute referred cases, also follow varying sténdards.
Actually, the lack of uniform standards is not unusuzl since prosecutive
decisions sre necessarily inflrencad by rueerous faclors. For example,
a2 United States Attorney, before deciding to indict & defendant, will
consider among other tinlngs the strength of the evidence, the degree
of culpahility, the gfavity of the offense, sand the climate of public
opinion. He will also consider tile relative importance of the offense
as contrasted with the competing demands of other ceses on the time
and razsources of iis staff. ' Any court backlog will also te tehen into
consideration, In deciding whet.er to refer a coatrolled supstance case
to local or state prosecutors 3 United States Attorney considers suci:
factors es the effcctivenezs of state and loeal prosecutors; their
willingness Lo prosecute casas investigated .oy federal apents, the kind
of drug involved (2lso, its amount and purity), the length of time
required to try a dru; cose in state or local courts, the type of

penalties provided sy state and local law, and the sentencing policies an

ERCLOSURE 7
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is the type of charge which seems proper. Often the available evidence
will permit the brFinging of both misdemeanor and Telony charges. How-
ever, & state or local prosecutor may prefer.to lodge only misdemeanor
charges. Also,‘some prosecutors may be disinclined to charge conspiracy,
even though vthere is enough evidence to prove that crime,

Apart from referral of federal cages for local or state prosecu.

tion, there are instances where state or local authorities may request

-8 United States Attorney to prosecute a case which has been investigated

l by state or local law enforcement officers. An example of this would be

a situation where local or state law does not make illegal the activities

involved but federal law does.

It may be noted thet, in some state and ldcal offices there are

. administrative problems such as lack of money, limited manpover, etc.
. which lead to & retuctance to prosecute cases which are referred by

United States Attorneys.

It is realized that uniform national standards relating to

. federal, state and local prosecution of controlled substance cases

- are difficult, if not impossible,to establish. Conditions vary too much

~

- from one area of the country to ancther for uniform standerds to function

effectively, What is desirable is that United Stetes Attorneys in @ifferent

- Marts of the country confer with their local and state counterparts and

. establish loeal or regiomal guidelines which will apply to prosecution of

controlled substence cases. This should lead to more vigorous and

. effective enforcement of the drug lavs and also dedal a telling blow %o

practices of local and stete Judges., ©till anobher factor often considere :
: ©drug trafficking.
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Regarding the federal-state teamvork approach to controlled

0 LT SRR T e

substance trafficking contemplated by Congress, see §503 of the

Controlled Substances Act (2L U.S.C. 873).

609

REFERRAL OF JUVENILES TO STATE
AUTHORITIES FOR ICCAL DISPOSITION

The Federal Bureau of Prisons is not equipped to deal with
juveniles. In this regard, United States Atiorneys should undertake
to assure that their state and local zounterparts are familiar with
the provisions of the "Diversiomary Statute," 18 U,S.C. 5001. Further,
United States Attormneys should encourzge their state and local counter-
parts to utilize the statute whenever the opportunity should present
itaelf.

On November 20, 1973, the Department of Justice effectuated
the procedural implementation of 18 U.S.C. 5001 in auto theft cases.
Essentially, section 5001 provides for the transporting at Pederal expense
by the United States Marshals Service of persons under twenty one years of
age to a state or local jurisdiction whose law they appear to have violated,
vhere they have already been charged with a Federal offemse. Upon the
execution of the above, the Federal authorities dismiss the Federal
offense with which the Juvenile 1s charged. BSection 5001 is however
limited to situations in which the receiving local authorities agree to
proceed against the juvenile in accordance with the :u‘aw &and where either
the juvenile consents to being transported or the executive authority of
the receiving state makes a demand for the juvenile's return. Thus,
through the joint efforts of the Federal Govermnment and local jurisdic.

tlons involved, a youth who steals an autamobile in one statie and

ENCLOSURE g
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transports it to ancther state, where he is apprehended, can be . _
United States

return the theft to fa dicial process, Attached . AT .
eturned to the place of the ce judicial es Department of Justice N d{ ,-J e, ,,! ;::
widpad ooy e i
is a copy of the United States Marshals Service Instructions to its - o
i i
field 'offices, in which the procedures are stated in greater detail. po ‘iﬁ 1000.01 cEG. 20
’ 7t -
Also attached for your information and that of your local counterparts
Cancellation

is & copy of mn article reproduced from the April 1974 issue of The Dale:AFTER Action

- Sublect: UNITED STATES MARSHALS MANUAL
Police Chiefs. magazine with the permission of the Intermatiopal p e o
‘ ) L 1. Purpose. This CHANGE provide

s speeial instructions for handling

" s : certain interstat
Associstion of (idefs of Police entitled, "Should Yousg Auto Thieves of 18 USC 5001, o o theft arrestees, pursuant to the provisions
Go Unprosecuted."” " )
| . . a : teletype notice establishing this procedure was sent
1a gen , Usited States Atbormays presently have a great deal 0 all U, S. Marshals on Novemter 9, 1973,
of discretion in deciding which juvenile offenders to refer to state PAGE CONTROL CHART
authorities. Walle such guidelines will be more clesrly delimeated in . PA
L GES DATE N
‘ . SERT PAGE
the future, at the presemt time the United States Attorneys should consider: : ES DATE .
not only auto theft offenses, but also any offense involving Juveniles i 2§§ .gg Feboaery 26, 1974
(. . . February 26, 1974

in which adult prosecution is not authorized by the Depdritment. In addi. :
tion, United States Attorneys should give consideration to referral of
Juveniles in those cases where authorization from the Department is
likely, but the state law provides an adequate pemalty for the offense. - - .

It should be noted ihat state law often makes a Federal "juvenile" an ’ '

adult. - , o Vi cpricc 4%«4 /

4 e WAYNE B. COLBURN
Director

Disti s
istibutiony , Initiated by; :




612

Special Instructions Covering Certain Interstate Autc Theft Arrestees

Under authority of 18 U.S.C, 5001 the Federal government will detain
and return certain interstate auto theft arrestees to the jurisdiction
where the offense was committed.
the following factors must be present:

(a) the arrestee must be under 21 years of age

(b) the case does not fall within the guidelines of the
Department of Justice prusecution policy under Title

. 18 U.5.C. 2312

(c) the local authorities at the place of arrest prefer
progsecution in the place of theft

(d) either the arrestee must be willing to be returned to the
place of theft for prosecution by the authorities there or
those authorities must provide a written demand for the
arrestee's return

(e) the authorities in the place of theft must agree to

initiate such prosecution if the: arrestee is returned
to their jurisdiction.

The United States Marshals Service has been given important. im-
plementztion responsibility under this policy which will be defined
in chronological steps:

The Federal Bureau of Investigation will advise the U. S.
marshal when a subject is apprehended within their juris—
diction who 1s suspected of violating Title 18 U.S.C. 2312,

is under 21 years of age and is not under the U. S. Attorney's
guidelines for prosecution in federal court. They will also
advise the U. S. marshal where the vehicle was stolen.

1.

The U. S. marshal will contact the local authorities at the
place of arrest and determine if they wish to prosecute,

If the answer is negative the marshal will proceed under the
subsequent instructions.

The U. S. ma%shal, through the authorities in place of arrest,
will ascertain if the arrestee is willing to be returned to
the locality where the theft occurred under provisions of

18 U.s.C. 5001.

The Marshals Service will provide pre-printed consent forms
(USM 131) for the subject to sign. These forms will also
provide space for the U. S. Magistrate to confirm consent
at time of arraignment.

In order to take advantage of this polic;

6.

7.

9.

February 26, 1974
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Ehe U. S, ma:shal will then contact by telephone the
state or local authorities where the original thaft
occurred and determine their willinghess to prosecute
if the marshal returns the arrestee under the pro-
yisions of 18 U.S.C. 5001. If so, the marshal will
request written confirmation (telegram) including
information as to where the subject will be délivered
and the person to be notified.

1f the arrestee refuses to sizn comsent for a voluntary
return the marshal will contact by telephone the state

or local authorities where the original theft occurred and
determine their willingness to prosecute if the marshal
returns the arrestee under the provisions of 18 U.S.C.
5001. If so, the marshal will request written confirmatisn

"~ of intent to expeditiously obtain a written demand for the

return of the juvenile from the executive authority of the
state in accordance with section 5001. However, the marshal
is not to proceed further until the appropriate executive
demand 1a received.

When the U. S. marshal has obtained the requisite written
agreements from both the prosecvting authorities and the
arrestee he will obtain arrest and investigative reports
from local authorities where the arrest was made.

' The marshal will comtact the U. S. Attorney and on the

basis of the data obtained from the local authorities
request that a complaint be issued for a violation of

18 U.5.C. 2312. The marshal or deputy charged with this
responsibility will sign the complaint.

After the complaint is issued the marshal will assume

custody of the arrestee from local authorities. Subject

will then be arraigned before a U. S. Magistrate who will
confirm the voluntariness of his/her consent and will direct
the U. S. Attoruey to issue written instructions to the marshal
directing return of subject to the local jurisdiction where the
theft occurred.

The U. S. marshal will follow Marshals Service regulations’
to effect the transfer of subject as directed by the U. S.
Atcorney.

February 26, 1974
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Should Yourng

Auto Tiiieves

614

#
.

Go Unprosecuted?

As the Chlet of Police of a smaii eustern cily, you have encountered a
rash of auto thefls by youthful offenders who. are apprehended at distant
communities in the western part of the United States. The federal

authorities and- the local authorities

where these youths are found have

declined prosecution. Your funds to delfray the expense ol refurning
these youths for proseculion are severefy limited. A little known but
seldom used federal statute may offer the solution to your problem.

.

OFTEN youthful auto theft offynders
are’ not prosecuted because. they -are
found at_places which are distant frony
the scene of their crimes. Local law.
enforcement authorities of jurisdictions
in which thefts occur are, usually un-
able 1o seek the return of these youth-
ful offenders because of the expense
invelved,

The federal government is willing to
be of service 1o local law enforcement
authorities by placing federal detainers
on youthful auto theft offenders under
twenty-one vears of age and returning
them at federal expense to the jurisdic-
tions where the offenses were commit-
ted, provided the requirements of 18
US.C, 5001,' 1o be hereinafter dis-
cussed, have been evidenced in writing.

ALAN L, SEIFERT, 5375 ‘Duke Street,
Alexandria, Virginia 22304, is an attorney
with the Honor Law Graduate Program,
United States Department of Justice,
Criminal Division, Washingion, D. C. He
holds a B.A, degree from the State Uni-
versity of New York at Bufialo and a
1.D, from the University of Cincinnati,
College of Law, He is a member of the
D, C. Bar.
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Under these requircments, the youthful
auto theft offender in custody must
either signify his willingness in writing
to be so returncd, or there must be a
demnand in writing from the executive
authority of the state secking his return
supporied by an indictment or affidavit.
It is important to. note that the federal
government will not initiate such action
to return youthful auto theft offenders
until the above:mentioned requirements’
of 18 US.C. 5001 have been evi-
denced in writing, .
The return of youthful auto theft
offenders at federal expense tinder the
conditions described above, does not
mcan that the federal govemmment 'is
relinquishing its- present prosecutive
policy for auto theft offenses. - On the

1 "Whenever any person under twenly-one years
of age 125" been arresied, charped with the cammise
sion of an offense punishable In any court of the
United States or of the District of Columbis, and,
after investigation by the Department of Justice, it
appears that such person has ‘commitied an. offense
or is a delinguent under The Jaws of any Stale or of

~ the District of Columbia which ¢an'and’ will assume
Jurisdicuon over such. juvenile and will take him
inio. custody and. deal with. him sccording 10 the.
laws of such State or of the District of Columbis,

“-and that it will be 1o the best interest of the United
States and of the: fuvenile offender. the United
States: Attorney for the district in which such:person
has been arrested may forego his prosecution and
surtender him as hereln provided.

“The: United States marshal of such distriet upon
written order ‘of the United Siztes aitorney shall
conyey such person (o such State or ise District of
Columbia, ‘or, §f. dlready thereln, to any Other part
Ahereof and- deliver him. into: the custody.“of -the
proper authority thereof,

“Before-any person. i3 conveyed frem one State
to snother or from or to the District of Columbia
under thiz scetion, he shall signify his willingness to
be o retumed, or there. shall ‘be presenied 10 the
United States Atiorney-a demand from the executive.
avthority of such State or the: Distzict of Columbia,
to- which the prisoner 13 tu be returned, supported
by indlctmeni. or affidavit ai prescribed by saction
3182 of this title,

“The expense incident 10 the transporintion of
any auch: person, as herein authorized, shall. be paid
from the sppropriation . *Salaries, Fees, and Ex-
penses, United States Manhals,"** .

plement this prosecutive policy by

contrary, action is being taken to sy

tlimination of lapses in .the enforee
ment of auto thefts involving interstat
transportation. In this regard, Unite :
States attorneys have recently enter
into informal agreements with lécal liw
enforcement authorities within approx.
mately 80 percent of ‘the federal jugi
cial distri2ts relative to the investigation
and prosccution of auto thefts involy.

ing intérstate transportation. =

BACKGROUND

Local law enforcement authoritiesi
distant communities where these auty |-
theft offenders are found are ususly
unable to prosecute these individuals
because of the high cost of doing s,
Since the victim of an auto theft dos ¢
not' reside in the distant communiy |
where the youthful auto. theft offender |
is_found and the prosccution of the ¢
offender coutd involve substantial travd -
costs for out-of-state witnesses, it 5 1"

understandable: why. law ent’orccmtnl§

e

crime has been felt. In this regard, a
recent survey shows that 77 percent of
those arrested, for quto theft.are under
swenty-ene years of age, The prosecu-

tion of these youthful offenders in the,

focality where the offense was com-
mitted would . ordinarily permit the
youth to remain in his home. commu-
nity and be supervised by local authori«
ties and his parents,

PROCEDURAL-OPERATION

Once an auto theft offendcr under
twenty-one- years of age has been ar-
rested and charged with a violation of
the National Motor Vehicle Theft Act,
18 US.C. 2312, 2313, or other federal
offense and after nvestigation by. the
Department of Justice, it appears that
such person has committed an offense
or is delinquent under the laws of any
state or. the District -of Columbia. the
United: States autorney concerned, act-
Ing under the provisions of 18 U.S.C.
5001, may forego prosccution and ar-
range for the resurn of the offender at
the expense of the federal government

authorities in these distant ce 5
are not usually interested in prosecut: | °
ing thesc offenders. In short, these; -
out-of-state auta theft crimes have il |
or 16 impact on the distant communﬂ 15
where the auto theft offender is fou ;
The present federal prosecution pol ;-
icy vnder the National Motor Vehide +
Theft Act, 18 U.S.C, 2312, 2303 }
gencrally restricts the proseeutiongol |
youthful auto- theft : offenders to & |
cividists, or to those instances whert!
they are participants in interstate auo -
theft rings or aggravated cases, Tndeed, |
the restriction on:the. federal pmsmb} :
tion' of auto thefts involving interstatt £ -
transportation docs not stem from lack
of federal interest or concern for thit{ -
arca of crime..Rather, the jssuanced -
this restricted prosecution policy ¥
necessitated by ‘crowded federal priss
facititics, the heavy workload of federd | <.
probationary personnel, the large fed
_eral criminal docket, and the limited
federal prosecutorial and judicial mar
power resources available, ;
" -Experience has shown that mostau} -
thefts—cven those-in which:the s_to!ce -
motor vehicle is transported in inter:
state cominerce—are substantially loal{:
in nature, Usually, the impact of
crime.of auto theft-js_felt by al
car owner or merchant and most of i
witnesses to- the crime, including -
suspect and .the Victim, usuallg resih i
reasonably near the locality wl ere ¢
offense took place. Thus, such offens
particularly  those involving juvenl!
are more appropriately tricd at'lk
locality where the offenss is commit
rather than in a distant federal or!
court where the offender was appt”
hended but where no impact of %}

b

to the jurisdiction where the offense
was committed, provided certain con
ditions have been .met,

Not only must the rcturn of the
offender to the jurisdiction where the
auto theft was committed be condi-
tioned on the fact thut the youthlul
pﬁcndqr. has committed an offense or
is a delinquent under the laws of the
state requesting his return, but the
receiving: stite  must. be  willing to
assume jurisdiction of the offender and
deal with him according to the laws of
such state, :

Role of United States Marshals
Service, In practice the procedural
steps- for the implemeéntation of 18
US.C. 5001 would commence at the
time that the case is presented for a
prosecutorial  determination to  the
United States attorney within the fed-
caal judicial district where the youthful
aute thict offender is taken into cus-
tody. - If that United States attorney.
determines the case is not within the
Department of Justice’s prosccution
guidelines, then the United Siates attor-
ney will so inform the FBI. The FBI
will notify the United States marshal in
the district where the youthful offender
was aprrcpcndcd. That United States
marshal will contact the local authori-
ties at the place of arrest and determine
if they wish to prosecute. If the local
authorities at the place of arrest wish
10 prosccute, then there is no reason to
proceed further under 18 U.S.C. 5001
W an effort to return the youth to the
place of theft, but i they do not, then
the United States marshat will contact
the youth in an ¢ffort to obtain his con-
sent 1o Ye transported to the place
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where the theft oceurced. ‘The marshal
will then contact the. local -authoritics
in the jurisdiction where the theft oc-
curred. 'If the youth has expressed a
willingness to return voluntarily in writ-
ing, the marshal will request from those
authorities an indication in writing of a
willingness to prosecute. Should the
youth have refused to consent, then the
marshal will inquire whether the local
authorities intend to. expeditiousty ob-
tain a written demand from the execu-
tive authority of the state as has been
previously described in this article and
are willing to provide a written state-
ment of this intent to the marshal, If
at the time these conditions are met no
federal charges have beeri led against
the youthful offender in.-the federal
judicial district where he is in federal or
local custody, then the United States
attorney must proceed to file an appro-
priate complaint.” The youth will then
be arraigned, at which time his consent
will be verified and the United States
attorney will issuc an order authorizing
the conveyance of the youth by the
United States marshal, who will take
custody of him until he is released into
the custody of the requesting authori-
ties, Any previously filed federal charge
will ther: be dismissed by the United
States uttorney in the district where the
youth was arrested.

Local law enforcement officers who
have any questions concerning the im-
plementation of 18 U.S.C. 5001, may
contact the United States marshal with-
in the federal judicial district in which
the law cnforcement agency is located
for guidance, This official holds, de-
tailed instructions relating to the imple-
mentation of this statute,

CONCLUSION

Indecd. " the return of vouthful auto
theft offenders to the scepe of their
crimes for prosccution in local or state
Court'is more appropriate in térms of
future deterrente and rehabisitation of
such young individuzls. The exceptions
are those who are hardened and habit-
ual offenders. Moreover, the economic
and social impact of these auto. thefts
is ordinarily fclt most acutely by local
atizens (car owners and merchants) at
the place where these thefts occur. Of
course, federal assistance will continue
to be available in locating .and appre-
hending ' perpetrators who cross the
state lines, Additionally, in those in-
stances where 18 U.S.C. 500! applics,
the local authorities shouid take timely
action 1o request the teturn of these
offenders.” In the event the require-
ments of this statute are evidenced in
writing, thesc offenders will be returned
to the scene of their crimes at federat
expense. -
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) IMMIGRATION
It is unlawful for any alien illegally in the United States to

be found here. . The Immigration Service, by reason of inadequate staffing, [’

ig incapable of coping with the vast numbezy of illegnl aliens who enter
and remain in the United States each year, +he number of such vioclations
is increasing at & sharp rate and promises to get ccmpletely out of hand
unlese extracrdipary measures are undertaken, Wnile close cool;eration

between loeal police and Iumigmpion authorities exsts along the border

areas, particularly the Southwest Mexico-United States boider, the possi. | .

elsevhere should not be overlooked. Indeed, in the Southwest, the
mejority of illegal aliens are apprehended not by the border patrol but.
by local police officers, who turn them over to Irmigration authorities.

Perhaps there can also be aloser coopefation on the Federal-state level in;.';

other sreas of the country and this would seem pnrticmrlj desireble in

those areas, such as Chicago and Detrolit, etc., where large cone::egationadi .

i_ﬁ.egal aliens are found at great distances from the border. This subject

was included 8s a proposed item for discussion because, it is very likely
that an increase in cooperstion between the respective state and Federal
authorities would restlt in a substamtial deterrenmt to aliens caming to
this country to engage in employment. Should this problem be a par-

ticularly scute one within your state, it is suggested tmat you comtact
the Goveroment Regulations Section of the Criminal Divlsion fér further

information and assistance.

"1 statute.
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LABOR DISPUTES

gince the recent United States Supreme Court decision

in the case of Enmons v. United States, 410 U.S. 396, the

jurisdiction of the Federal Government to investigate or
prosecute violence related to labor disputes is extremely
limited in nature.

In this regard, Enmons, supra, held

that when a labor union is seeking a legitimate objective

bility of improving the cooperstion and coordination of those authorities | in a labor dispute, the use of violence to obtain that

objective =~- though a violation of state law ~- is not a
violation of the Federal Anti-racketeering Statute (18
U.S.C. 1951) .. Since this decision was handed down, the only
jurisdictional basis for Federal investigation or prosecution
arising from violence during a labor dispute is when other
Federal statutes are violated or when violence continues
after an injuné¢tion has been issued by a Federal court.

The Criminal Division has proposed an amendment to
the Federal Anti-racketeering Statute which would bring
the activities

‘mentioned above within the coverage of the

However, unless and until this amendment has been

% enacted into law, state and local officials should be made
t aware that Federal authorities have extremely limited

) , i Jurisdiction to intervene or assist in violent labor disputes.
ENCLOSURE ‘g : - ‘

4 ENCLOSURE 10
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OBSOINITY

Under the decision in Miller v. California, 413 U.S. 15 (1973),

the Supreme Court reinvigorated the authority of state and local juris.

dictions to regulate the exhibition, sale, and distribution of obscene

;
3

1

;
|5
!
¢
3
L
!

matter within their jurisdiction, and establish as fulfilling constitutiom}:‘

requirements the principle that local standards of candor are the ones by IS

which juries or judges are to determine the obscenity vel non of the r

material, The Cqurt , in addition, gave examples of provisions which by

either express statutory enactment or by authoritative judicial construc.

tion would fulfill the principles articulated by the Court. In view of thzi

¥

Miller deéision, the reéponsibility and authority of local prosecutors for f

the suppression of obscene ma%ter within teeir own jurisdicti ons was sub. !

stantielly infused with new life, - The reaction to this development on $he ;
part of distriet attorneys all over the country has varied with (1) thelr ,
; ' !

PP B A
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: by the citizens of particular communities who are confronted with

offensive matter and find thelr own local prosecutor lacking in
initiative and aggressiveness in dealing with it; but it has served
generally as a complementing approach to the efforts of the local
prosecutors, who are regarded as having the primary obligation to deal

with such materials.

Local prosecutors, however willing énd anxious to undertake local

5 litigation to deal with obscene matter in théir distriets, frequently

experience’ difficulty because of several factors, notably & lack of
expertise in the field, lack of support by the community and/or its offi.

cials, and as in all areas of law enforcement, perhaps lack of necessary

funds with which to deal with these violations. In these circumstances,
the United States may provide, through its own prosecutive efforts, the

ageistance so urgently needed by prosecutors at the local level and at

awareness of the essential holding of Miller (2) the personal aggressive. g

ness of the particular dilstrict attorney in enforcing the laws generally 5

g
L

and particularly with respect to any obscenity measure within his
responsibility, and (3) thLe climate or environment existing within his
ares pertaining to the attitude with which the bulk of citizens residing
therein regard pornog;-aphy and the aggressiveness of the citizenry to
communicate their opposition to the display of offensive matter where

it exists.

The federal role has always’ been: to focus upon the major producers
i ) j
and distributors interstate of pornography while leaving to the local 1

;juriadicti,ohs the responsibility to deal with ldcal exhibitions and sales.:

This policy has not always met with complete acceptance and understanding ;’

ENCIOSURE 11

times undertake prosecutions not falling precisely within its own guide-
lines, Conversely, locel authorities dealing with obscene material being
distributed within their ares may develop evidence of interstate dlstribu.

~
tion which at times the Federal Government finds very difficult te acquire;

\ in'such instances s the local prosecutor can be highly ;;roductive in making

| such evidence available to the federal suthorities for use against the

{ distributor or manufacturer:
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ORGANIZED CRIME ACTIVITIES

Insofar as the laws with which the Organized Crime and
Racketeering Section is concerned, states generally exercise con-
current Jurisdiction over violations with which.we are involved.
Some illegal gambling activities are violative of .tate law but are
On the other hand, in some states

not covered by Federal statute.

there is either no usury law or no effective usury laws, and Lloansharkiny

operations are hetter handled by the Federal Extortionate Credit Trans-

action stetute, 18 U,S.C. 891-896. Obviously, depending on the facts '

of individusl cases, cases may fall within state jurisdiction as well
as fe’deralA.

As you know, most states do not have electronic surveillance
statutes,. And some states, e.g«s Pennsirlvania, forbid the use of

eléctronic surveillance informsilon. Consequently, & Federal Title I

that may disclose state a8 well as Federal violations cannot be utilized ‘

by state agencies.

In a number of Areas. where we have entered upon jolnt ~operatioy

with state and local au’chorities in the gambling, loansharking, atolen

gesurities, etc., dreas, we have generally worked out on.an e_a_g _}_122 basis
which jurisdiction the indictment should proceed under, state or Fedezalf,f‘!
This is an ideal arrangement end affords maximum efficiency when there i';‘;':.

interest, professionalism, and competence on all sides, as in the New i

area. Those conditions are obviously not universally prevalent. Any

declination of Federal investigation or prosecution in favor of state oifu;

local action must be predicated upon & certainty fhat such officials arl

gble and willimg to administer the law.
ENCLOSURE 12 :
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MISSING PERSONS AND FUGITIVE FELON ACT POLICIES

United States Attorneys often receive requests from
gtate district attorneys to furnish federal assigtane in
cases where a parent, a divorced spouse not having received
custody of his child, takes such child out of thé particulér
staté court's jurisdiction. While the FBI will norﬁally
render assistance to state authorities seeking to locate and
apprehend fugitives, the Department's policy precludes FBI
intervention in parental kidnapping cases of minor children
absent a showing of imminent physical harm to the child.

United States Attorneys orften receive requests from
local law.enforcement officials and others for assistance
in requesting an/FBI investigation under the kidnaping
statute in missing person cases. The Criminal Division has
recently instituted a policy whereby the Bureau has been
instructed to furnish to the Criminal Divisioen copies of
communications it receives in "questionable missigg person
cases which may involve a possible violation of the Federal
kidnaping statute" wherein the FBI is not conducting an
investigation.

The Criminal Division will review such

information; and if deemed warranted, will request the

- . .
‘B:I;to immediately commence an investigation.

Enélosure 13
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In this regard, United States Attorneys should attempt:

SOUND RECORDING PIRATES L

to make clear to local officials the proper role to be By emactment of Publie Iaw 92-140, which became effective

laved by the FBI in parental kidnaping and missing person | rebruary 15, 1972, a copyrighted recording fixed and published after
played by the G ,

. the effective date of that amendment is protected from infringement for
cases. However, United States Attorneys should bring to

) , oo profit through the operation of the misdemeanor criminal sanction con-
i Criminal Division such cases which are ‘ ;
the attention of the S % tained in the Copyright Law (17 U.S.C. 104). The amenement by its terms

L . i i States /¢
not being investigated by the FBI wherein the United ates ;. peing prospective only, it has not bjen applied to sound recordings pro-
D 1
Attorney believes that the circumstances warrant such " tected prior to February 15; 1972.7 Some 22 states have not enacted their

investigatioxn.k ovn-anti-piracy statutes, an increase of about a dozen since the Federal
amendment was enacted. In those jurisdictions whieh have state laws
[ complementing the Federal prohibition, exchange of information concerning

; the distribution and sale within thelr areas would be extremely helpful.

The Federal law preempts post-February 15, 1972, meterials and, up to
now, we have assuned that the states having stetutes on the subject were

authorized to regulate pre-February 15, 1972, matter., If this situation

is continued, there is obviously & mutuality of interest and concern inas-

acuh a8 most pirates deal in both federally protected and non-federally

protected recordings.

Attached for your information is a booklet entitled, Copyright

Protection of Sound Recordings. This booklet contains a definitive
monograph on the subject of sound recording infringement which may te of

assistance to your statie or local counterpart, While much of this

B A e B et L R s S it e i P e

_IJ Two circuit courts have not held that it is a violation of the Federal
+.; Copyright Iaw to duplicate a pre-February 15, 1972, article (Duchess, CA 9,
;] Bward B. Marks Music Corporation v. Colorado Magnetics, Inc., eb aL. CA 10);
. .7 vie DepATTMENt 18 Studylng These deciBIons but IAS Not yet accepted vhe view
i advanced by the industry that.these two decisions justify prosecution by the
it United States of both pre- and post- February 15, 1972, productions.

. BCLOSURE 1k
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handbook addresses excluslvely federal {ssues, the techniques of
investigation there deseribed and the procedures for verifying the
existence of a copyright for thé article and acquiring the necessary .
evidence for px;osecution would seem very helpful to the state or local
prosecutor. On the other hand state or-local prosecutors and police

forces are undoubtedly in possession of ‘much useful and accurate informa.

tion as to who within their areas 1s oroducing or aistributing such matter%

on a substantial scale. - The receipt of such information from state or
local authoritieé would greatly énha.nce the effectiveness of the federal

effort while allowing the state or local jurisdictions the free exercise

of thelr own authority.
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WHITE SLAVE TRAFFIC. ACT

The White Slave Traffic Act, 18 U.S.C. 2421, et seq., prohibits the

interstate transportatioxli of a woman for prostitution or debauchery. The
federal policy is to emphasize the prosecution 61’ the major violators on an
interstate level, i.e., organized commercial rings which promote prostitution
on a substantial level. The states or local authoritles are looked to to
progecuteé the individual prostitute and/or pimp for engaging in this business.
Obviously, when the state or local authorities generate "heat", prostitutes
and their sponsors necessarily depart from the area, 1f only temporarily,

to seek a more acceptable enviromment. Not infreguently, these moves have
involved 'interstate travel and the use of interstate facilities to carry

on the business, and thus infolve federal jurisdiction, It is perhaps unneces-
sary to reiterate here thet there Pas alweys been a tradition of mutually
exchanging information between local police officers end P,B.I. agents as.
to the operations of those engaged in this business perticularly where a

new hustler in town 18 found bo have been transported from some other area

of the country. Nontheless, it is useful here to emmerate this area as

one in which state-federal cooperation can be especi&i]y effective and

useful.,

30-415 0 - 74 pt. 3= 11
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UMTEDSTATESDEPARTMENTOFJUSTmE 'g
LAW ENFORCEMENT ASSISTANCE ADMINISTRATION, |
OFFICE_OF THE DEPUTY ADMINISTRATOR “m§ ‘ :
WASHINGTON, D. C, 20530 ’%Q”
.

Aprii 15, 1974

‘ TYPICAL LETTER SENT TO STATE DIRECTORS.

Mr. Robert Davis

Director

Alabama Law Erforcement
Planning Agency :

501 Adams Avenue I

Montgomery, Alabama 36104 : ) o

Dear Mr, Davis: ) é,f
. st

During the past year the U. S. Attorneys at the urging of the Attorney I":
General of the United States have formed Federal-State Law Enforcement ;%
Committees together with state attorneys general and district attorneys:
The purpose of the committees is to establish regular procedures for B
coordination of Federal law enforcement activities with those ef State
and local agencies, as well as to engage in appropriate coordinated’
programs of crime reduction. We are aware that some of you are already
members of committees in your states or are familiar with the activity
of such committees. Since crime reduction is first of all a State
problem, I urge you to assist in the activation of such committees and i+
where possible appropriately participate in their work. S

Criminal acts are often State and Federal crimes at the same time-and ;

* criminals have 1ittle concern for boundaries or jurisdictions. Therefui ;
to work effectively against crime, all law enforriment ‘authorities shal'. i
develop a regular structure for cooperation. As Attorney General Saxbe;-i
stated in a Febryary, 1974, telegram to all U. S. Attorneys, "These ¢
committees can do much to enhance mutual understanding between principl =
State and Federal law enforcement officials as well as victimized i
businessmen in each state by focusing their attention on the enforceme! :
of concurrent jurisdiction offenses such as cargo thefts, auto thefts, [::
robberies, weapons violations and other problems associated with these !’
areas of mutual interest existing between the states and the Federal
government." Existing active committees are working in these and
other areas.

4
{
3
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LEAA has been cooperati H
-assist the perating with the Department of Justice efforts tof

committees and shall begin bringi
( nging you i
ﬁ§°3§§7§ :gr::g?agur monthly Newsletter and oghgr a:g:gpggafgeégd’
p e your keeping the State Representative and LEAAa'

Regional Office advised i i iviti
the o ortice ed of any supportive activities that you give to

If you would Tike additional information co

Enforcement Committees, y ncerning Federal-State Law

our Regional Office is ready to supply it. -
Sincerely yours,

Charles R. Work
Deputy Administrator for Administration

N

i
¢

f:

:
&
i
o
s
i
i
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UNITED STA’i’ES GQV’ERNMENT
Memorandum

TO . Regional Administrators
State Representatives

FROM 1 Char1es R. Work CfZEN)

Deputy Administrator for Administration

pate: APR 17 1974

supject: Federal-State Law Enforcement Committees

1

on November 30, 1972, the Department of Justice urged all U. S. Atth;f

to endeavor to establish Federal-State Law Enforcement Committess

the purpose of im
agencies.
and we have been pleased to note
and Minnesota, have been active supporters of Commi

accomplished much.

“The attached, copy of a letter from me to each SPA Director has been s
‘out with the hope of stimulating additional efforts by state and Jocal |
authorities to promote the establishment and activation of Committees |

In addition to the letter, I am sending you further explanatory materf

concerning the Committees. Please use it as-soon as possible to
your states to build active committec programs.

this program for the Department. He will be contacting you soan
a report of Committee activity in your states.

-

cc: Henry Petersen

K. Paul Haynes

Jgseph Nardoza
RN

ENCIOSURE 20

DEPARTMENT OF JUsyEE;?
LAW ENFORCEMENT ASSISTANCE ADMlleTm‘.‘H-

proving cooperation batween prosecutive and investigf-
LEAA has supported and kept in close touch with this effort
that a numder of SPAs, such as Texas 17
ttees that have alr:

for |

help

for- 4

ey
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Mr. Maroney. The Federal involvement whi i :
which, like th i
all gedeéal law enforcement powers, is intendd ’to }?e sgpe;fgges;tﬁ
a)ogeg n?n gggshlj; thet_m(lilwciléalkStates. In this regard, the Federal
. ; actively attacked those criminal fenci
which are organized to a point be e dlotion SE YT
/ : yond the jurisdiction of the indi
vidual States. However, many professional fencin hans .
1 ) encin -
aﬁe independently of such systems. Further, many %fotll)gztgtgﬁti(:ag%f
these (C)lpemtlons constitute violations only of State and local law,
ﬁ&?ﬁflﬁs of (Sx:p:q,ﬁgmg ?tegests of the Federal, State, and local
8 rative e ‘ ' ities i
el g g tely vith the p;o E?lle;m.y all such authorities is needed to
At this time I would like to discuss & program in which the

: Department of Transportation and this Department is undertaking

to establish cargo security workin ps 1 i
! g groups in 15 lar,
g;:&iig?l 3%%%311; gl;gulf)zmon.bA.t the Erglsgllllt time, »twgeoin flgg(s)g %ﬁ;ﬁ
£ X are being established i ica hil
delphia. It is expected that theseg;vorking gr%ulgsov%lﬁ fg jgln?m};;lmci
in ’i‘lllle remaining 13 metropolitan areas within the near future. i
theirelS:c ;fiu'go security working groups will consist of U.S. attorneys
ihelr Jocg 1count.erpau*t_xs,, representatives of the FBI and other Fed-
al and local investigative agencies, and representatives of the

transportation industry. While these working groups will provide a -

forum for discussion between la

1 discus - 1 law enforcement and busines -

ta;ig:es,. theyf will perform important functions of moniiggglgsgﬁe

gf : he;smg 1({)_ cargo the’ft cases on a case-by-case basis. Also, as a part
- working groups’ functions, security surveys will be conducted

Wr. Iry Slott, Office of National Priority Programs, has responsibilif’s of shippers and carriers on a voluntary basis. Further, copies. of

for liaison between LEAA and the Criminal Division; which is Teading |-

reports of theft will be routed throu, 1
: : gh a central report:
zﬁght reportfthen will be analyzed to ascertain su%ﬁriﬁirﬁitt?g;na%
e gﬁ:s k; gqoiis stolen, the places of theft, the pattern of theff
fnc She thown apses in security and accountability which facili-
'Suc;h gﬁ&fyfgegrsgreﬁnﬁed ez,rly dletection of the theft.
1 ould be extremely helpful to any law enf
effort against those who would engage in the redis{ributi%n %Iéc:g?g:

goods. Certainly, one of the working groups’ efforts should encourage

Industry to work with them whe st

ry to work el rever possible to devel

;ig%:cﬁgntlﬁcamon to facilitate thefrecgvery of stole?egggd]sn:igstgﬁ

D roese ‘1%11 %f those responsible for their theft and redistribution. In

e g%(; isspg:slgntllmte tgat the cargo security working group; in

idifitiﬁéﬁtion resent g}:) .un ertakmg such a project relating to. the
r. Chairman, with your issi ike to int i

; ) your permission I would like to int :

he record a copy of the recent letter from the ’Attorng;dg:nleli‘g(i

fom Al Ak y
rwarding the Action Plan for the establishment of cargo security

Wosrking groups.
enator Bisue. Without objection, that will be incorporated in the

i Tecord at this point.

[The letter referred to follows:]
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The Department of Justice has computer capabilities to reflect the

ettt e e LT

@fﬁw nf. ﬂ}g Armrn»g @k‘nl’falb . : 1 status of all cases filed by statute ang by offznda The 3
. N @ . £ such records from state or local authorities ig -rr;o:efnl‘ it o ety of
mashmglnm B.4€. . your group have questions concerning the possibility ;mlt?d: S G
‘ ’ ) ©i existing local or Federal computer capabilities in grgerut‘i;l;z;tllguiriienfly
: e law

enforcement Tesponse to the car 4
g0 theft problem in your cf
c
Department of  Justice attorneys at extenslons 2609 an 37Z§y%051§2§§hcau
cther

DATE: April 22, 19;;?' advice. i

S i

L It is apparent that the spccess it

2 . £ R of these i y !

TO : United States Attoransys, listed below R th: f“lllSUPP"rt of industry, as well as t:hespazg?c(;;i?;ougsdwnl require }
é { and local governmental agencies, Any expenses involved wfllcbeergién:tg;e f

i 8!

L

Y

i the sgencies participating in each cit
b : ye Should activities m N
. . - . : f ::mi}];:::dwsgkigate and local authorities as a result of théis'm];;::sik?a b
L L ) . \ i g BYoups appear to qualify for funding b cha participation
Law enforcement authorities often do hot receive the credit due fy . CNLOFcement Assistance Administration, it is sugee tgd Y She Lew ‘
the fine job they are doing in the investigation and’ prosescution of cary activity be brought by the group's members to tl%Z ':ti tl;at such areas of
i thefts because members of the transportation industry either are not aw enforcement planuing agency within their state eatlon of the law
of the wany cases that are promptly and successfully processed by lay | '
.enforcement authorities ox they are not aware of the difficulties -
- confronting law enforcement authorities wlich often delay or prevent thi

SUBJECT: - Careo Security Working Groups

e -

be helﬁniffé’ﬁfszgi,1?:1712’522;?’%2& of mhich wioyseeurity Canference uil)
Lo ; ‘ of whi N
successful investigaticn and prosecution of-these cases, - A better members from the cargo security wc{rking g:ougilinb: gevoted to xeports by
understanding by industry of the law enforcement function and the prob United States Attorneys and others from those citiex i;:ince 8f that time,
confronting it would of course pave the way for an improved effort by ls ;j Present the histories of thoge groups, their accompii;hminze caéled hpon. to
; : K s an

-~

|
I
The cargo security working groups are desigred to provide a forum(™ I will expect to zeceive monthl
whereby law enforcement represantatives may discuss deficiencies in f ;:z““ei“‘-ing ;’5}' 1, 1974, ag to the prcgrzgzoggsy&:mgzg:p?y 1;;«:&;
beconing a functioning entity, 8 eifliorts at

enforcement agencies. 7 recommendations,

security or accountability procedures attributable to in@ustry which h
affected the successful investigation and prosecution of.certain capg [.° :
theft cases, In this regard, the routine security suxveys to be conductf,ﬂ; ; W &
of certain carrjers and shippers on a voluntary basis would serve to g
{. ) WILLIAM B, SAXBE

provide the representatives of industry with informatiow as to general )
"areas where security and ‘accountability could be improved. Further, ti . -

cargo security working groups will provide the represéntatives of laf j p iledelphia .
enforcement and industry with an opportunity to meet, for the purpose ofj'- Sh cago ’ o
discussing the status of particular cases and at such time law enforcer D“: Francisco/Oakland

representatives could answer any specific questions which industry . Le rolt

representatives may have concerning the status of these cases., : o8 Angeles

Attorney General

: -z Hougton .
As indicated in my telegram of February 28,.1974, relating to Atlanta :
Federal-state Law Enforcement Committees and these working groups, this
Department and the Department of Transportation are participating ine
program to establish Cargo Security Working Groups in the ¢ities menti N ]
below. These cities were chosen by industry and government as citles¥ o ey Orleans
' gevere .cargo theft problems, -To facilitate the establishment of a Gat@»‘L
Security Working Group in the city indicated below within your distritt
cognizance, I am forward ug an Action Plan to be followed by you and ¥ N°"°“f i
other officials participating in this effort. il York - Easterndistrict -
, n ' | 1% York ~ Southern District

e

: galtimore
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ACTION PIAN FOR
CARGO .SECURTTY WORKING GROUPS

T.: Background

The effect of cergo theft on:the pational econony 1s so damaging

s\n(‘. so direct -- in teras of 3%5 infintionary resulis -- that it might

be expected that such effecbu coulu be closely measupd

truth is; accordlng to tue Denvr‘bmenu of Cammerce, that the fipane

drain can only be-,estmued.

Fusiness has guessed the national cost of p::'o;:e:ty ‘c;.:.ev =y to be

$16 billion per year. Thef‘t-relaued cargo losses 1‘*91 air, reil,

T‘ne startling

18.1

The Senate Select Ce :zm.u'bee on S:Rll

e ),
truck

end. meritime carriers ‘are estimtnd to cost the nat:.en 91 5 billion ne¥

year.

fuch asbimabes

Although tr‘_nsportatlon is one of the

it faces the spectre of Sulll further regulation unless it takes inmediabl !

self-help measures to prevent +thefts and to maintain accountabiliby for

goods in transit.

nation's most regulated industries [

Eighty-five percent of the theft of cargo takes place duzring

normal working hours by transportation employees or other suthorized

persons-wio have access 4o transportation facilities.
theft takes the form of pllferage -- ofsen in caseload lots -- of

goods while in the transportation 'be.rminals.

Tn addition, over 86% of this cargo theft is reported. as "saorW? :

as reﬂev..ued by the Quarterly Loss and Damage Reports suom..tted t

Much of the

the

o the

pilferage.
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Interstate Comercg Commission by Class I motor carriers for the.year
1972.. Less than 15} of theft wes reporbed as hijacking, theft, ard
f ™
In effect, shortage means the transportation comzeny does;
not know who, when or how the cargo was lost, lebt alone who might have
been responsible.
Certainly; tha eriminal justice systen has a vital role to fulfill
in applying its sanctions to those who comnwit thefts and are tharsaiber
e.pp;*ehended.‘ Howeyer, other sectors of society -~ particwlerly the
transportotion industry -- must assume the major responsibility for‘ pra-
venting such thefﬁs.- Experience has shown clearly that inadeguate
prevention and accountability measures encourage cergo thefts, and make
lawr enforcement's job of aporehending and successfully proseéuting thase
thieves a mo‘st difficult task, For example, successful prosecuvion is

wilikely vaere persons are

» : .
fourd in possession of stolen goods but the
carrier sermin )i
rrier or terminal operator cannot account for the goods as missing and
s = -

very oftten cannot even 1de.:1~1fy the goods or the last person responsible
for theam., -

With 2 view towards correcting this situation, represeiltatives
pf the’CriL_n‘inal Division of this Department and representatives of the
Department of Transportation have since early 1973 undertaiken & program
at the local level. which is designed to encourage the transportat‘ion
industry to examine closely its security efforts and to improve upon .

such efforts,
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The Departnent of pransportation is communicetbing vith mexders
of the business and lobor compnunity regarding this program, and wily’
alsc send letters to ‘the mayor of youx city and the mayors of the other .

cities involved in this prograa (see below). - Coples of such corres-

pondence \-n;.:Ll be forvarded to you as they become available. A copy of
this action plan will be attached to each of the DOT letbers sent to
representatives in your community. It is suggestei that you con‘bact'
these representatives and ob
organizing your programl.

TI. Local Cargo Theft Progrem and Goals

The program is centercd around the establishment of a sm2ll, gro.uil:

consisting of people o ffected by cargd theft, which #ill meet g5 needed

and takxe steps to prevent fubure thefts and improve law enforcenent’s

efforts in combatting these thefss.  These groups will be establisned

{n 15 cities, chosen by industry:and governnent , which have the worst

problems in cargo theft. They will be compesed: of prosscutors and
investigators, Federal, State or 1locel, and representatives of industry,
shippers, carriers, receiverls N ;man‘ui‘acturers, and laborers, i.e.. ‘
representative _groups wi
tion of cargo ‘theft .vivdlai;ors.
Tsgentially, these CArgo security worklng groups are intende

accomplish two pasic goals:

L. To fu.iprove and coordinate efforts of Federal, Si-:a.te'and

local authorities in the investigation and prosecution of

" cargo thefts; and

g s 3 ; y 054(: s
ith direct influence over the prevention f%nd Lo 5 the American Trucking Association (ATA) entitled "The Hijacker,™ a
P ) i k

dto [
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2, To encourage the transportation industry to increase
and improve security measures and develop more effective -
accountebility precedures, and thereby prevent future
thefts.

III. ~Actions °nd Procedures

he estaplis: ! T, ive carg
The establishment of effective cargo security working groups

would e facil.f.tatedi by gensral adherence to the follo;aling checklist .
. = ?

tain bheir essistance and cooperation in - by

) 4
subjéect to the conmtingencies of each e¢ity's requirements and capabili“"es
% (vl

: : which may be expected to result in the need to devise end improvise

A. United States Attorney

R e s .
1., lake contdet with local representatives of the transportation

industry to explain the gozls- and. nature of the group and to schadule its

¢ first peeting. ist i :
tinz. A list of such people in your ciby is enclosed. At the

neeti PRI ; :
eeting, & co-chairman selected from the business community should be
elected. i 12) ina
His role will be to coordinate the participation of the business
yo 5
com . . . . -]
omnunity &nd serve as the identifiable svokesman for their interests.

: As ) - . A .
part of tne presentation made 2t the inibial meeting, cons:

! stderati ey s
deration might be given to the showing of a £ilm reécently produced by

20minut ition of the pri 8
- nute. exposition of the problem of theft by fence-and the measures

needed tb PI‘O‘tect one's Business; - . . . .
, ect ore's'business. - Information about this filn can'be #oet

1 pin ¥ ing J ATA
; 1ed b contac‘a;.A 5 Mr erry Buclgx:an of the ATA at 202.797.5243. Mention
© ] ot this particuls . e s ' ‘
o particular £ilm is merely suggestive; dther vehicles of instruc-

¢ tion ray also be available.




- by the lair enforcement agency fo¥ each reported theft should be made
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2, Ensure the cooperation of cognizant state and local
proseécutors and investigators. Arrange for the participation of
those Federdl agencies cherged wlth the investigation of violations

of ‘the variouns statutes involving cargo theft.

3. All carriers should be cz2lled upon to indicate theixr willirg. ‘

ness to report every instance of theft from their shipments.. Inscfar
- .
&s possible these reports should cortinue.to be made 4in the same way 2nmd
X ", . > ; 4
to the same investigative agencies as has been the practice in the pasi,

There shouwld be no disruvtion of the reporting practices developed by. .

years of contact bebwsen investigative agencies and’the industrial wpiilie .

Pre-selected and nzmed represen‘bati#es from each mode of transportation
would be responsible for informihg every carrier of the purposes of the
program and soliciting cooperation.

L. A reporting form should be developed by the working group fo
use by industry as a guide in reporting cargo ’ch'ei“ts to the sane law

! ses ing fors spleted:
enforcenent agencies'as usual. A copy of the reporting fora compl

‘available by that agency on a weekly basis to the 'designated represents-

tive of the: United States lMarshals Service, ‘An example of & form already

viorked up is attached and ‘your attention is invited to. it, bubt only asa

suggestion.

i designated United States larshals available.to the cargo thet

end local law enforcerent agencies partic
, Weekly basis.

- thefts reported to the participa

type of goods stolen,
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5. The United States Attornsy shouwld clearly indicate thay %

U oie

program is aimgd at helping the industry and should encourage industry's

representatives to take the initiative and formulate the group's achivi.

ties 80 as to serve indusirial interests, not solely those of law enforce

ment,  Ultirately, law enforcement officials are members of the g&roup in

order to prrovide assistance to industry and 4o eagnify the group's pictme
of vhere the industry needs halp, and therefore the industrial. represents ..
5 D

tives should be encouraged to exhibit leadership vherever Possible.

B. United States }arshals Service

The Diractor of the United States lMarshals Service in cooperation

with "ahe Department of Transportation nas wade the services-of certain
b {rorldng
groups to accomplish the following:

1. Collect copies of the cargo theft form from Federal, state
ipating'in the progran on &
The copies qi‘ these forms will represent all of the cargo
ting law enforcement agencies during the
vieekly period., )

2, Following the collection of the copies of the. cargo theft

reporting form, the designated U,S, Marshal will analyze these forms

{ for the purpesu or determining such factors as the identity of victin, .

the place of theft and the circunstances under
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I § 3 i nductad pursvant
which the theft was coraitted, . This analysis will be co ted purs

3 i N i ~0i0e of Trensporthilon
to tae instructions isoued by the Director, Office ‘

Security, Depertnent of Transportation.

Y a5 WLl I vossipilitiss,
Tt is opparent that suen analysés will nave dual Doss

, v tedustrial eye tie factual. .story-of hov
First, they will expose to the industrial eye wue iacp

and why that industry is losing money through car§o
‘ & - 44 e 4ransa
vhere existing security neasures fail most notably. Gebling the urans
X -3 g

s 2, n .x.hc.:\t
Yo scl stive efforts to prevent cargo vhey
portation industry to.make: sven positiv: rts &

is without question the prime purpbse of this program. However, those

same eralyses will be extremely helpful to the law enforcemen'g _effort

against those who redistribute stolen goods (fences). Ore of the probles

jnherent in the inv:
in tracing stolen property to %
goods, Ven fue .S, Marshals! apalyses start identifying high-loss

. 3 ] 4o
commodities, carriers, areas, etC.,

g ‘the patterns of Shedi

investigators will have further means of identifyin

involved and be better able to trace stolen goods to.the fence.

3. During the working gZxro

will provide statistical data gleaned from the reports.  However, such

statistical data will not include specific mention oFf any particular

carrier or participant’ in the program, unless SO avthorized by such

carrier or participant.

theft and consequently s

3 . 3 4 P )
estigation and prosecution of fences 18 the aifficuliy

5 cebeand iy b
ne fence, who unlawiwlly rodistrivutes L

s bbb AL A S e

s by b
within the general confines of a city]

: e
up meetings, the designated U.S. skl
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I, Prior to the date of the scheduled meeting, the designated
p,s, 1arshal will contact each of the inclustrial represehtatives of the
vorlking gfoup to obtain any questions that those representatives ray bave
conecerning tixe stebus of any case previously weported as a cargo thefs.

5. The designated U.S. lMarshal will assure that all inguiries
obtained from the industry representatives are brought to thq attention
of the investigating agency or prosecutor concerned within sufficient
time so that such inquiries can be fully responded to at the working
group meeting.,

6. During the meeting of the working group, the designated
U.S. Marshal will take steps to assure that records are kept to reflect
the inquiries of industry concerning the status of certein cases:, the
vesponse of the law enforcement repfeé\entatives tp thé guestions of
industry vepresentatives and other important matﬁ;ers such a8 any
security or accountabllity deficiencles discus’sed at the meetings. ‘In ,',
thin regard, the United Stnj('.es hLttorney. shou.lé assure that stenographie
agsistance 18 avallaile to assist ’éhe designat\éd U.S, Marshal in main\-.
taining and ‘pre%:aring minutes of the meeting{!. /T/he \6}'15;1139.1 record .or
minutes of the meeting will be delivered to \%/f}nited States Attorney,
and the co-chairman, , . o . ‘ .

T+ While the designated U.S, Marshal vwill initially only

perform the duties of coordivator as discussed above, it is




“security from thne Department of Transportation, the ciesigmé.ted.

- tion of goods. Investigators and prosecutors should encourage 1nd.nstry,
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conbemplated thet after receiving adeguate formal training in cargo

U.S. ¥arshal. could ‘also be a.vail ble to assist industry by conducting
voutinz security surveys of certaln carriers on 2 voluntery basis,

as well as conducting pre-erranged surveys of transportation corranies
which ere shown by Quarterly'Loss and Damege Reports to bave cargo -

theft probleuns.
C. All Prosescutors and Investigators

1. Prosecutors and investigators will provide explanations of

what evidentiary provlems most often prevent sucdessful vrosecutions of

cargo theft cases. Tor example, the analyses provided by the U.8. Mazshall

are likely to indicate the need for more complete systems of identifica-

and work withk them wherever poss:.ble, to develop means of cargo idemtifi- |.

cation to i‘ac:!.J_i:bate the ~ecovery of stolen goods and the prosecuticn of
those responsible for their theft and redistribution.

2. Prosecutors will be faced with inguiries concerning declina.
tion policies. Consequently, interlocking agreemexlxt,s based on such
factors as (a) vwhether or’.no‘o the stolen goods-are being distributed
outside the area covered'by state or local police and inves:tigative
agencies, (b)'vhe’chér or not it is:necéssa.ry té; transport or bring

witnesses from outside the local atea, or (c) which govermment can geb

Lo o ooy bt Aok i i
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to trial first with the zadimm punistment av2ilable. ‘Such

| inberlocking agreements bebween Federal, state or local offices

are helpﬁﬂ.' means of inswring adequate Prosecutive consideraticn
for a1l reported incidonts.

3. Responses should be rade to the inguiries of industry
regarding the st«tu.. of particular cases without disclosure of
potentially conﬁdnnuial or prejudicial information. If the case

provides a good exzmple of the Problems faced in successfil investigation

and prosecution of cargo theft > it should be used as zn instructional
means to be disseninated to all rarticipating carriers

D. Investigation Agencies

1. - Pregare posters or other suitable means to ?*aw industrial
&ttention to tids effort to combat cargo theft. Specific reporting
instruc’c:.on»‘ should be included. Cooperate with industry in ensuring

that dissemination is as wide as possible.

-

2. Vhen taking reports of cargo theft, assure that copy of report
forn is fully campleted by the informstion supplied. Prevare copy for
U.8, Marshals Service. T : * o

3. Respond, at workirg group meetings, to inquiries of industry
as to the status of ma‘bters reported without da.sclosing potentislly
ln'eju .cial or confidemtial, information.

‘29-415 074 - pt, 3'_ 12
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Wash.

"

victor Condello

Chairman and Gen Counsel
New York R.R. ASS.

308 State Street

Albany, New York 12210

Walter Cavin

Gen Counisel

Tex R.R. Ass.

pP.O. Box 1767
Austin, Texas 78767

Dale Greenwood

Ex, Dir. Wash R.R. AsS.
302 Hoge Building
Seattle, Washington 98104

2 R

s b i

calif.

Fla.

Ga.,

La.

Mass.

Md.
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TRUCKING

Thomas C. Shumacker, Jr.
Managing Direcdtor
Californda Truck Ass.

1240 Bayshore Highway
Burlingame, California 94010

C.A. Gertner

Man. Dir.

Florida Trucking Ass'n Inc.
704 Gilmore St
Jacksonville, Fla 32204

Charles L. Skimer

Man, Dir. T

Ga. Motor Trucking Ass'n Inc.
500 Piedmont Avenue N.E,
Ztlanta, Georgia 30308

Edmund .C. ‘Bacon
Executive Director .
La., Motor Transport Assl'n, Inec.
P.O. Box 1326

701 Laurel St. .

Baton Rouge, Louisiana 708217

John M. Bresnahan

Security Dir, Bxec, Vice Pres
Massachusetts Motor Truck Ass'n Inc.
262 -~ Washington St. *
Boston, Massachusetts 02108

Albert J. Mascaro

General Manager .
Maryland Motor Truck Ass'n Inc.
3000 Washington Blve

Baltimore, Maryland 21230
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’ TRUCKING
- D

Frank Scotto

Executive Director

New York State Motor Truck Ass'n
111 ~ 4th Ave ’

New York, New York 10003

Terry Townsend -

Executive Director o
: pexas Motor Transportation Ass'n
P.0. Box 1669 .
Austin, Texas 78767

william E. Hicks -

Managing Director :
Washington Trucking Ass n
4101 - 5th Ave S. a
Seattle, Washingtqn 98134

4

PR,

647

MARITIME

Capt Lionel de Santy .
Port Warden .

Port of Los Angeles

P,0. Box 151 :
San Pedro, California 90733

Miriam BE. Woff

Port Director .

S.F. Port Commission

Ferxy Bldg, .

San Francisco, Callfornla 94lll

Mr. William A. Sparllng, Jr,
Employee Relations Officer
Port cf Oakland

66 Jack London 5q.

Oakland, California 94607

M.0. Benett

.-Mgr, Marine Terminal

Port of Seattle
P.0. Box 1209
Seattle, Washington 98111

‘Capt. Robert Herzog.

Troop F Mass. State Pollce
Logan International Airport
East Boston, Massachusetts 02128

Mr. Walter Lee :

Super. of Port Authority Police

Port Authority of New York '
and New Jersey

World Trade Center .

New York, New York 10048
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MARITIME *
-2 -

Mr, Phil Weinfeld

Chief of Security )
The Maryland Port Authority
Baltimore, Maryland

Mr. Robert Waldron
Port Director

Dade Co. Seaport.
1015 N. American Way

Maimi, Florida 33132

Edwin G. Pritchard, Jr.
superintendent Harbor Police
Port of New Orleans

P.0O. Box 60046

New Orleans, Louisiana 70160

C.G. Seaman .
Superintendent of Safety and Security -

port of Houston Authority
P.0. Box 2562
Houstof, - Texas 77001

San Juan, Puerto Rico
Julio Maymi :
Executive Director

puerto Rico Port Auth -

P.0. Box 2829

San Juan, Puerto-Rico 00936

Mr. Ward Schultz

pirector of Security

Die. Wayne Co

Port Commission :
VYutronc Memorial’ Bulldlng
151 W. Jefferson

Detroit, Michigan 48226

3? pallas

Miami
Los

Angeles

Atlanta

i New
5 Orleans

.t Boston

| Detroit
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AIRLINES

Harry L. Pizer

Director of Security, Branlff Internatlonal Alxrline
P.0. Box 35001 .-
Dallas, Texas 75235

Ernest H. Dunham

Director ~ Loss Prevention,: Eastern Airline
Miami International Airport

Miami, Florida 33148

Joseph L. Schmit

Vice President, Audits and Securlty, American Airlines

633 Third Avenue
New York, New York 10017

Eugene H. Stewart

. Director = Corporate Security, Delta Airlines

General Offices

Hartsfield Atlanta Internatlonal Alrport )
Atlanta, Georgia 30320 ‘

~Joe E. Davis

Director:of Security, Southern Alrways
Hartsfield Atlanta International Airpot
Atlanta, Georgia 30320

John S. Steele

Corporate Director of Security, TransWorld Airlines
605 3rd Ave.

New York, New York 10016

Licyd H. Nelson
Manager -~ Security Central, TransWorld Airlines

-O'Hare International Airport

P.0O. Box 66222 .
Chlcago, Illinois 60666

|
.




New York

oakland

San

Franciscd

Seattlg

Houston

6560

AIRLINES

A

2

-

Joseph A. Sullivéh :
Executive Directox, Al
97—45'Queens.Boulevard
Forest Hills,

John Fatseas -
90 World Airways§

oakland Internathna
Oakiland, California

1

Robert  T. Bauter .
Corporate ’
. 3125 Clearview Avenue
“§an Mateo, california

G
James. M. Miles )
Direc;bp\of Investiga
P.O. Box‘SQ;OQ :
chicago, Illiggés 606

B.V. Tayleor
pirector of Secur
P.0, BoOX 70188
Houston, Texas 77034

New York 11374

Security Director,

rport Seéurity Council

Airport. =

AirWest
94402 g ;::
. é’;

tion and Security, United Ai%%
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Mr, Marongy. No greater truism has been highlighted in this
committee’s extensive hearings on cargo theft and fencing than the
fact that law enforcement working alone cannot get the job done in
this area of ¢rime. The transportation industry must assume the
responsibility for preventing thefts and accounting for the goods left
in its care for transfer. Without industry’s help, law enforcement’s
job of apprehending and successfully prosecuting thieves—not to
mention the fences who induce and encourage thievery—is a most
difficult task at best. R R :

The general consensus among investigators and prosecutors con-
cerning industrial efforts at preventing thefts is that such efforts are
poor. The businessman usually prefers not to spend money on secu-
rity measures. He will often make such expenditures only after a
major theft from his business has occurred. At the same time, he
considers the problem of theft to be one solvable only by the use of

i1 criminal sanctions. This view assumes not only sufficient evidentiary
. leads, but the existence of investigators and prosecutors who can

devote time enough to bring each case of cargo theft, major and
minor, to courts which have suffcient time to hear each and every
complaint. It also assumes a penal system able to handle the endless

¢ numbers of those who would be convicted of stealing. These assump-

tions are false and also self-serving. The burden of dealing with the

-4 related problems of cargo theft and fencing must be accepted more
-1 and more by industry—both management and labor—especially in

| | theprevention of theft by employees or authorized personnel. It has,

N
N

L

.

“ : onal Alrlines & unfortunately, been the industry’s failure to take adequate security
ity, Texas Internatiomart. 5 measures and to establish and/or abide by procedures for document-

| ing the information needed for investigation of thefts which has in

large part prevented the recovery of stolen goods. For instance, the

- 1972 Uniform Crime Report published by the Federal Bureau of
.+ Investigation indicate that, nationwide, 81 percent of burglaries re-
| main unsolved to the point of arrest. Eighty percent of instances of

larceny remain unsolved. ' S
_The most effective orthodox means of tracking fences’ activities are

dictated by the manner in which they operate. Fences who distribute

high valued goods often ‘will do so without ever coming close to those

: goods himself. Such a fence is a promoter, who acts as a broker in

ﬁnding‘the right buyer for the goods he knows to be available. He
does this in person and on the phone, and hence the important part

1 tobe played in these investigations by the investigative use of elec-
-1 tronic surveillance, such. as phone tapping. Most of the United States
- ond strike force attorneys indicated that such surveillance was.ex-
- tremely important in locating the stolen goods, the pleces=yhere the
-+ 800ds are stored, and the places where the buys are to take place. The
| Use of ‘informants in such investigations is also necessary, since
-+ Without them it is often impossible to identify the fence, and find out
* When & wiretap may be justified. These two means of investigation,
: mfoyrqants and wiretaps, are two of the most helpful means of
¢ obtaining direct information on the fence. e e

Senator Brare. When you come to that conclusion, do you go to the

| tourt to get a court, order for a wiretap? And all of this is done with
Atourt-approved wiretap? © - - ; ST
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s

Mr. Marongy. That is correct; title TTL. :

Senator BisrLe. You follow that section regularly and religiously$ |-

In other words, you do not wiretap without a judicial sanction?
‘Mr. Maro~ey. Absolutely not; not in this area; no, sir.
Senator Bipre. All right. ' :
- Do you do it-in other areas?
- Mr. MaroNEy. National security. .
Senator Biere, Other than national security?
Mr. MaroNEY. Only in national security.

Senator Brere. All right. I just want to keep the record clear an o

that. .

Mr. Maroney: With the possible exception of consentual micro-
phone, where an informer or an undercover agenf—what we call s |/

Court has held does not violate the fourth amendment.

Senator BisLe. Very well; you may proceed. - 0
Mr. Maroxey. One mode of ohigdeémy evidence on the fence isto

make a purchase from him, after gaining his confidence. Problems |
inherent in this approach involve the large expenditures necessaryin |

money and people. The government usually does not have sufficient

money available to.buy back stolen goods, and some form of indus |
trial support would be extremely helpful. Unfortunately, industty ¢
has usually refused to make available such money and/or people t
make the buys. In this regard, when Fzderal agents malke an arres |-
while purchasing stolen property—a “buy-bust”—it completely de: |
stroys the agents’ cover and other agents have to be used in the |

- R . . . ) . . » eﬁ v - 7 s
Senator Bisre. Do you run into a problem of entrapment in thet f ort In coming to grips with the fencing problem? I. see you have

future.

particular area where you try to gain the confidence of the fence, and
then later on try to get his conviction? Is the
entrapment that bothers you?

-~ Mr. MaroNEY. Sometimes you do have an entrapment argument ?

The investigative agencies obviously try to operate in such a way 8

to insure that there is no entrapment present, because, really, entrep :

ment depends on the agent of the Government being the initiatin

party in the illegal transaction, giving rise to the idea of the unla®- .
ful transaction. SRR . S G 0
at I have heard, that haw | ° S

Senator Bisre. I have noted in cases th

been recited before this committee, that that is one of the problem .
that law enforcement officers mention, the fact that that defense® o
frequently used. Whether that is sustained by the court, I dof>1_10t o

know. At least that is the defense that is frequently made. .

Mr. Maroney. That is one of the purposes frequently in mind
using a consentual microphone on an undercover agent or mformallllh

to forestall the claim of entrapment; because the recording of ¢ E
y show whether or not it was the defends -

‘conversation would clear!
or the agent who was initiating the idea.
Senator BipLe. Thank you. . - o

- Mr. MaroNEgy. One further problem in gettmg to the fence by ool
prosecuting the thieves is the necessity of frequent plea bargel !

re an element of pa
- - ckage as far . 4 C
. ) as violations concerning fencing activities, or are
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agreements. Such agreements end the prosecution snd destroy any

further leverage agaj f .
identification o% thegfaélrrxlcsg ifl%%lg:(f,endam which might lead fo his

As opposed to this approach it -

. A this app; should be th i '
ﬁﬁaﬁ% g}lllgegvgr to obtain _the identity of .thz %Zi%t;c?ngilgggse%-
achie nd, plea bargalmng should be premised on the pro;nisg

soiety' than has the fence, :
t this time, T would like to review briefly the activities of several

, W
S Pt . g fof  OTganlz i i :
consentual microphone, which is a microphone worn by a consenting | | 08&Aized crime strike forces relating to the prosecution of major

party—either an . informant or an undercover agent—recording s |
conversation to which he is a party; which, of course, the Supreme :

tfﬁgcéggn qe%stes Obf course, it should be recognized from the outset that
o o e ;glilze ;tgg?re!\,llé f;r;c;as }?f t;(i;)lmnlcircial goods and those 'men?{-
be T ga, ! erly the subjects of stri ivi

isoften indirect. In this regard, ur recent reports si%ivf:rgi;%;?g

- convictions of ‘such fences for violations other than those usually

faesxslzg.lff:e?d;vnigilfli :g?c;lsngo (s)t;fo Soﬁ;ﬁf’ ghe most important, thing, once 3
e 1s iden ¢ Y prosecution \
stetutes he violates. Aside from the oﬁ'gnse of receilélilzil;rst?llgh o}frgg?

i At ;
1 erty, such violations may involve such offenses gs failure to report

taxable income, wea, iolati
‘ 1 pons violations, perjury. aidj missi
of t}lllifgz andlmterstate transportatic,)rf) ostto}i:aI? llgi;ggeﬁi}zl ;, Cormission

o Tormal statement sets forth g very brief outline o%a number‘of

Senator Bibre. Does this represent the totality of the. Fedéral

ed convictions in

Brooklyn, Baltimore, in Kansas City and Philadelphia,

St. Louis, Cleveland, Detroit, Boston. Is that the total
thi}e others? » ‘
I MarowEY. This is not the totality, We have not set forth the

Los Ar igeles cases—.

 cases—and I think o L

oif ; 1 one -or two of th

1t1es, oreover, there are g number of eases b 1% Othir str;;kt(a3 _fo,rce

* attor i i i
0rneys against fencing operations that are not strike: force cases

or i
- 2xample, T think some of the cases that Mr. Renner will talk to

cases i
Which are set forth In the statement which we would propose to -

sub : ;
oy Yo oTRAR of hecommitieuf s i T
Totord at this oii1 N Ithout objection, that wi]l be included - in the

8 material referred ig follows:]
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. reced
The Or"anlzed Crime and Racketeerinv; Sect,ion' OBi:;aine‘c; prebé
bthe %rfdictnxents—, in June. 1973 of Stanley A, Makowakl,‘ suspe
Clilfford B . Baines, Lewis ‘Jacob and George M. P ker -
for v:.olatlons of Tltle 18, Um.ted States Code, Sectmns obtai
2314 2315 and 371 whlch proscrlbe the tranSportlng and , Kansa
,receiving in J.nterstate commerce of stolen property valued’ atter
in excess of $5 000. T bllls
The defendants were charged w1th vcans‘ing‘ the tra_ns.pefta? 4
tion in lnterstate commerce of prlnt:mo machlnes stolen in % of ‘wa
aporoximately twelve burglarles of pr:.ntmc ulants in Denver, 2 18 Un
Colotadov, between July and November , 1972 ‘to. the Dlstnct :
of Maryland. The de:endant Ba:.nes, after rece:.vn.ng the *‘ convi
erc‘\andls= from the bulclars and Day:mcf Lh(.m in, Balt:more, : i app’r"c
dlstrlbuted it to the other defendants who kept 1t for use * ’,
Cin the:.r own prlm.lng bus:.ness or. sold J.t to other prmte Kbea
the burglars were thereaft: : god;i‘s
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" STRIXE "FORCE }FENCING PROSECUTIONS‘

A;Ete:c two trl.ps to Baltlmore,

d:.rected what types of mach inery to steal and whom to de-xve! *elect

it to upon thelr arrlval back in Baltlmore.a Approxmately

$150 000 in prlnt\x\ng machmery and suppl:.es were stolen in"

this conspuacy and approxlmately $75 OOO has been: reco'nted"

R

:-3,(. N
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STRIXE FORCE FENCING PROSTCUTIONS

he Organized Crime and Racketeering Section obitained

the indictments, in June 1973, of Stanley A. Makowski,

Clifford B. Baines, Lewis Jacoﬁ and George M. Parker

for violations of Title 18, United States Code, Sections
2314, 2315 anq 371‘whi¢h proscribe the'transpofting and
receiving in interstate commerce of stolen'prope?fy valued

N

in excess of $5 00g.

The defendants were charged with causing the transporm &
tion in 1nterstate commerce of pr:.ntlno machlnes stolen in, 5

approx1mate1y tyelve burglarles of prlntlng plants in Denvﬂ,"

Colorado, hetween July and November, 1972, to the District
of Maryland, The defendant Baines, after receiving the
merchandise from the burglarsand paying them in Baltimoxe,

distributed it to the Other defendants who kept it for use

in thelr own prlntlng'bu51ness or sold it to other prlnteﬂ.‘ be 2 major £
5 ence in the Phlladel
phia area d

After two txips to Baltimore, the burglars were thereafter‘

directed what types of machiner to steal and whom to delﬂa:f
YP e y : R 5 electronic surveillance in June, 1973,

it. to upon their arrival back in Baltimore.

; \0 ’ 3 E
$I5() 000 in primting machinery and supplies were s AT vl
’ ing ) : re S’tO]-e“ :itj‘ i Byi dence secured by the Title III established that

this conspiracy and approximately $75,000 has been recovereh.. i

\<

Approximately. ~:

‘j goods of all tyoes.
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ai = was enca Q ve g ko]
B 2 3 enter ad t ‘[
ain 21e4 s5even years i‘ﬂpr.
: -Iprisonment rarkae
s a 5 o} thd
recei x . S
I v ou; years sentence 3u pended and. five Yy :
ed | x =] > I ears

probation. Jacob and Ma!

xowski recelved three years. sentence
>

cuspended,  and four years probation

Th d 3 in K ]
e Strike Force in Kansas City, Missouri recently
3

Obtaln A ahw A
ed the conv lctlon Of H 3ed of) .13 x c.Ald. James Ke j ‘
X ] Nenyy y &

l\a =
nsas Clt9 attOrIl"V, and a Las begas CaSan e‘{ECUthe for

attempted fencing of stolen $100,000 United Stateg Tr
ea
bllls.

sury

) .
lso, Jake Klein was conv1cted of unlawful possessio
n
of
watches stoled from interstate shipment in-violatio £
n o
18 United States Code 659,

I‘Urthe.l. Jaxm.s GaIOfalO and Alphon e Patrl J_ were
{ 3 ] V44

convicted
on April 6, 1973 of interstate transportation of

approxmnately one Hlllllon doll rs l[l Stole[l ecurltles.
a s

LT
n Phlladelphla, Nicholas Gregario Jr. wak believed ¢
o

ealing in stolen

He was the subject of g Titrle III

seeking evidence for

Vlolatlolls of i t Ie 18 ”llm:e(l !:ates C()(ie §§2 14 a[ld 659.
L S 3 3
E]
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stolen fxom Broaks Sporting Goods in New Jersey.. Total value

v as in excess of $25,000. The FBRI acting undexr search warrants
recovered a quantity of identifilable merchandise from a garage

which was being used by Nick Gregorio and ad additional

guantity of identifiable gbods was recelved at his home in
South philadelphia.
mine was also recovered at the Gregorio residence. Nick

Gregorio 1973, by a Federal grand

was indicted in November,
jry in the Eastern Districﬁ of Pennsylvania for violating
Tigle 18, U.S.C. §659 for possessioﬁ éf goods stoien from
interstate shipment, and on December 12, 1973, the defendant,
with the
mendation of ten yeais'
indictwent and is preseritly a

pleaded guilty to the waiting,

sentencing on that charge. The trials of three othex alléged

el AT 5l

1n addition, a quantity of methampheta- [

: narcotics,

various firearms violations.

. T ) : .
understanding that the Government would make & recom i the counts charging unlawful

majoxr fences of stolen clothing are presently peunding. -
Tn Brooklyn, New York, Cosmo "gug" Cangiano, an alleged

major £fence of stolen securities and counterfeit perfume, was !

convicted of ohscenity law violations.

Also, John Cosares pled guilty to comspiracy to sell-

counterfeit mc‘mey.r Reéuted to be one of the major ’hijackei‘s

L

and fences in the New York area, he was sentenced to 52

657

weekends. Fuz:ti:her Salvatore Dagnone ‘pled guilty to th
& [ e

possession of él& 0090 wo £ g i
- 15, rth of stolen gin, while John F.

Galan Y icte : ] ) 2
e was convicite of possessing o, 00 in stolen 1édi N
t ted $60,0 T 28

and men's apparel \ S i i
p . In St. Louis, Missouri, the Strike Force

i completed its prosecution of Demetric Kabbaz, a member of th
B ) - ' e

SY y
rian mlderﬂokld ar\d an assoclate Of the 1ate ?aul Ricca

- Ctha ] y
3 & ‘ o5 '] gh an i EStlcatlon b Bure
b g0 U[lderworld fl’-"ure throu v g qJu

of Alcohol, Tobacco and Firearms agents

Kab j ; i
abbaz was a major fence in St. Louis who also dealt in

H o ma » . »
e was lnltlally indicted on seven counts charaing
=3

On-his plea of guilty to two of

dealing in firearms, 18 U.5.C

| = §;922<a)(1) Py al1d COMSRLIYAaCY 18 U.s z
'« F) . ,(), §3; ._l, Kabbﬁ was
3 sentenc v y on nt.
e t two concurrent fl e ear teérms Of :merl
‘ d (o] v 3 mer
: I'he CL Vi
: ., 5] eland Strlke Force reports tb'at Kermit Gable has

© pleaded guilty to
‘ guilty to, and Robert Halson was convicted of, chaxge
3 s

o avising from t i i
! g m tPe.wholesale digtribution of stolen Uniked States

Savinc' Bond : d toletl Check. PO ted in intex
& S an =3 $ trans X i i state
a

tommarce,

“Tu D i ' :
v etro:.t,kAntbony Attard pleaded guilty to recelving

v ! PIOperty, t
3 ’ ] 1en from lnters_tate Shipment ( v men‘ 8 C].Q hing d
o WO o an

| musical 1 -
: cal instyuments), in violation of 18 U.S.C. 659

.
4150474+ pt, 3 - 13
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In Roston, in November, 1970, fllario Zannino, number

reputed organized crime figure in Boston, and Peter Limone

iz

a reputed organized crime mepber were convicted along with'

associates Joseph Balliro and Lewis Straus for the fencing of

$150,000 worth of stolen jewelry. The defendants had trans-

ported the jewelry in interstate commerce. This was the most

significant conviction of organized crime figures since Raymonil-
A

Patriarca was convicted,

‘a reputed: organized

In September 1971, in Conmecticut,

crime member Dave Lacovetti and hir associates Robert Cardille,

Phil Waggenheim, William V. Dentamaro and Anthony Derosa, fro
Maire and Chicago, respectively, were convicted in Federal court
in Miami for transporting and receiving stolen securities in

interstate commerce. The chief government witness was Vinceat !

Teresa, developed by the Boston Strike Force., Cardillo was

probably the major fence in New England.
In Mai‘ch,, 1972, Pete Najarian was convicted of uttering

and publishing US Savings Bonds. Najarian was the largest

reputed fence of stolen savings bonds in New England.

»

In June, 1971, Worcester, Massachusetts, reputed organiz

‘crime member Carlo Mastrototaro was convicted in Baltimore-

tio -

alanf

v L s

s

3
73
S
i
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for transportmo stolen securln.es in 1nterstate commerce ' Th
. e

main government witness was Vincent Teresa,

- In Rhode Island, in July 1971, ; .reputéd Oraanicad crime

int O "r\ i 1 T 1 7
menbers Jennla.&almond.v., Joseph DiCarlo,

Teddy Bigos, and Nick

Parl were convicted of theft from an interstate shipment

DiCarlo was one of Rai s orined ' '
Raimondi's principle fences while Bigogs

was a major fence in the Fall River, Massachusetts area

Iryin Priest, a reputed fence and close associate of

R ay
aymond Patrlarca, was under :Lndlct'nent for tax eva51on -when

he died in June, 1972,

In December 1872, Renaldo Dlp:Letranton;Lo was convicted

of possession of countérfeit currency. D:Lpletrantonio is a

. .
reputed fence and strong arm man: J.or organized crime

In Aucust 1973 Joseph Argencourt was convicted of
1
oan sharklncr Argencourt, an associate of LCN member Danny

~

Raimondi, is a fence,

-

In Connect:,cut in December 1972 Wlllla'n I~1arrapese ‘ancl
Nlcholas Zinni were convicted for violating the National

Fi
rearms Act in connectlon with the theft of machme guns

fr
on an drmory., Marrapese was allegedly one of Rhode Island's

: bigge‘st‘ fences,
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‘ i +<ouss the efforts of Federal investi | {
A ~EY. T would like to discuss the e |
galt\;geltfgé\:xgcies designed to prevent the fencing of stolen commereial |

goods. For instance, +he Bureau of Aleohol, Tobacco and Firearms of

tionwide crack- | :
Department—ATF—has launched a natlol ) :
Elléiv?zzsa%gt ti%aswelling tide of gun thefts. ATF is asking all |

major trucking companies, trucking firms and trugk;ﬁ)%v ga:ﬁgtiesogo
report all thefts of gun shipments. This program 1:01 S et
oegn over estimates that over 1,000 firearms are stole

' ith the Na- |-
ts of stolen weapons will be filed wi > ;
iivoeerI %g?nt}; I%ng?éx:tion Center—NCIC—and these reports wiil be

used as a basis for intensive ATF investigations into possible viol-
tions of the Federal firearms statute.

The Federal Burean of Investigation is kge'nlciy avg;g‘:l f)f t}i: 1;1;%?
numbers of crimes against property comin tted an p t}iyl.)ute e |
Hone befon,th Fedral offontsgsint those who "L i |

be premised on giving hign | \ a ' .

ggog;gg:&%ggdem& T g commi:lméegtixfge;?icgl;t?g: f:tfvi::;;g: | mately 90 percent in the mid-1960’s, but went down to approxi-
ooram affording concentrated 1VESy

{;}%ebi‘.’;rgr?agi az;fr;eg robbers, and fences whose activities are of sucha | !

pattern, magnitude, or modus operandi to indicate that, they 8847 i of jail for offenders. In this regard, only 17 percent of the cars
’ ®

AN YL o b1 stolen in 1972 were cleared by the arrest of a suspected offender.
i ient to convict these individualsin ¢ - .
the development of evidence sufficien :

actual or potential violators of Federal law. The ultimate objective 18

i r Federal court. ) i N
eltgfoglfg:esgrious aren of crime confronting the bu;n;gsl,i I::OSI(:211111:‘11::111 ez
and law enforcement is the sale, transfer and use oI 8 ol et
Fhas b st n TR U105 ot on v
' tigations of the U.oS. 438 X ﬂ.
%%;2&3;: ihgt over $50 bil_lionhworth of stolen and spurious sect

jes are in circulation within the _ ) X om
t!}31;?nazsl:::acentuaf:ed by the lack of proper physical secu}rl}ty in;egas;nd ﬂg
the business community concerning the storage, sk ;ggtolen nd
countability of securities. Significantly, the fencing

f monetary credit. S—
ot}i)ea: (t);n;lsl: JI;)rofound impact that these stolen ‘and sl?\:snoﬁs secur!
ties can have on the national and international economics,

AL oV, o
nal Division has focused particularly on facilitating and coording® ¢

i i itd Efforts a® -

i s osecutions involving securities offenses. %
i)neéfng e,iﬁé II)); the Criminal Division to encourage t?e&gmtxg%lhe
community to improve it practises wnd RS s Tai to
h ities. Shou e financlal : o . I .
%}?er»,l dz}yggss%ﬁ-;e%ﬁntary measures, legislation may be necessaty W Pl e D o o e e ooty

it i i or V:Tk - » » * -
vest regulatory authority in the Securities Exchange Commission .l ¢ informed. regarding the identificntion of stolen vehicles.

» ' . ul
other Federal agency. Regulations iessued under such anthority ¢

1 it] time of |
require reasonable validation procedures for securities at the tir

transfer, sale or exchange. Such validation could be accomplis

it - enforce
such service relative to stolen securities through law en

United States. This problem hss

S

S
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sgencies to financial institutions, and computer banks exist in the
private sector which will provide this service direct to financial
institutions for a nominal fee. However, industry has been reluctant
to avail itself of these services. , . ,
" Aside from cargo thefts and securities thefts, auto thefts also
constitute & serious area of fencing. activities which .should be
brought to the attention of this committee. In 1972, 881,000 motor

.. vehicles were reported stolen in this country. One source estiraates

that the total value of all cars stolen in 1972 is $797 million. Al-
though the number of reported auto thefts in 1972 reveals a decline
of 6 percent from the 1971 statistics, the commission of car thefts by
professionals for resale or stripping is on the rise. The security
devices recently built into automobiles are reducing the total number
of offenses because the activities of inexperienced juvenile joyriders
are being curtailed. Since juveniles are stealing fewer cars; a higher
percentage of cars are-being stolen by professionals, including rings.
Accordingly, the recovery rate of stolen automobiles was approxi-

mately 80 percent in 1972, : . :
Auto theft is a highly profitable form of erime which carries little

The Criminal Division and the Federal Bureau of Investigation

. are diligently attempting to help solve the.auto ttaft fencing prob-
- lem. We have previously drawn up standards which, if they were {o
¢ become law, would help curb two very important methods of dispos-
. ing of stolen vehicles—the adoption of the certificates of title from
. junked vehicles for stolen vehicles and the exportation of stolen

vehicles from the United States. These standards have been submit-
ted to the Department of Transportation for its consideration and
possible congressional enactment into law, pursuant to the National

. Highway Traffic Safety Act of 1966, 23 U.S.C. 402, as amended by

. ? y .Ubllc .Law 93-—

iti ale 5
adequate validation at the time such securities are presented for salt

pledging or when such securities are used in a mapner to DN ot gikion in which the vehicle is stolén by the U.S. Marshals

87. The Criminal Division has also recently implemented 18 U.S.C.
5001 so that auto thieves under 21 years of aze can now be returned to

ervice at Federal expense.

Looking toward the future, we see a need for the enactment of our
aforementioned standards, either as Federal law or as a uniform

State statute. In order to meet the challenge of the present automo-
, bile fencing problem, it is also necessary that national uniform
 standards be established for both VIN’s and automobile certificate of
titles, There must be more cooperation and interchange of informa-

tion between the Departments of Motor Vehcles in each State.

. It is my understanding. Mr. Chairman, that you desire that I

Inczg(}e any legislative recommendations to strengthen Federal laws
. i1 83to fencing activities.
through the use of a privately owned or Government-ow.zéed gﬁglttrlil& g

ized cgomputer data bank for lost, stolen or counterfeit securlh> o

. . ‘ TVl t5
Upon request, the National Crime Information Center now P Tl

enator Brere. That is correct. , L
. Maronmy. As vou know. the Department has expressed its

| %upport for the general principles of 8. 13, & bill “to amend Title 18
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i ivil remedies to victims of
ite s Code to provide civil remec ¥ ickime o
P heneorine ﬁ?ii;s a?ld theft, and for other P:llrpf(fx?sthe stk
rac}{eteerlng :s(;d the Senate provides a civil 'ﬁe?e g’of | the xecovery
thtl;ggblll: Sdgxz:lages from persons quilty of violation
0

i i irection, since s |
and 1972. Indeed, this is- a step in the right direction,

i Top-
S.C. 659 which forbids theft and/or receﬁtﬁoifﬁts;tﬁzl f%ncgs
AR A interstate or foreign cOmmercgé Tarte ot o
oy gﬁg;r;n vgvhlé1 do business with them where i
and

iti ‘ : h atwo |
pocketbook. It is the Department’s position that only throug :

) ic—wi dent be made in dis
( iminal and economic—will a ¢ ade n ds
foill()iu:ilt))lr)lrg?(;}éaecrf 1;::;1;5:‘ At this ﬁm?i It\gguégnhlé&io (?fa%he % o
r . - . . ; .
nmittee tion in the record the ,
m%;tggﬁgngie; S. 18, made in November 1973.
mSenator Biere. That will bg a

i in the record. o
ratl":?rdhl: nflg};zll'?al referred to follow§ ]

ppreciated, and it will be incorpo-
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) ,‘r,«’NY ATTORNEY GENERAL
1 TLEGISLATIVE AFFAIRS

Bepartment of Justic
iﬁaﬁlgin_gmn, 0.¢. aps3g

NOY 2 5 1973

Honorable Peter W, Rodino, Jr.
Chairman, Commitiee on the

© " Judiciary
House of Represantatives
Washington, D. C. 20515

Dear Mr; Chairman:

This is in résponse to your request for the views of the
Department of Justice .on S. 13, a bil] "To amend Title 18 of the
United States Code to provide Civil remedijes to victims of racketeer- -
ing activity and theft, ang for other Purposes ® .
S. 13, as passed by the Senate, is identical to' S, |6 of the
last Congress and is aimed at broadening civil damages and injunctive
- relief available to'victims of racketeering acfivity and theft. S. 16 of

. ] 1972, was 3
cemposite bill into which provisions of other bilis arig amendments had

been consolidated, Prior to the consolidation of those bills, the Depart--
ment of Justice did comment févorably on some of the Proposals, and a
generally before the Senate
Subcommittea on those proposals, However, after consolidation, S. |
contained some provisions which the Départmant had never considered,
most notably in Section 2 of that bill, Sipce S. 13 Presently before your
Committee js identical to S, 16-as consolidated, and since it therefore
contains provisions not as yet formally reviewed by the Department,
this letter wif| undertake a complete review of the bjji for the sake of
clarity ang comprehensi\/eness. It should aiso be noted that S, |3
Is identical to Title IV ofS. 800, and thus our co

, mments bear in part
on that bil} which is alsobéfore your Committee, : :

_ Section [ of §; )13 broadens the Scheme of civit raljef’
currently in section.196y of Title 18 of the United States Code,

Section
1964 now Provides certain civil remedies for violations of sectj

on 1962,

Property. Also it establishes
collatera| estoppel in such Proceedings »r tg any ‘judgment rendered, in
favor of the United States in a criminal #ioceeding,
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Section § of 5. 13 would adopt, with appropriate modifica-
tions and refinement, additional concepts and fanguage from the
antitrust laws, and by so doing, expand the available civil remedies,
Section 1964 would be amended to permit any person to institute a
~civil proceeding to prevent or restrain violations and to authorize the
court In-grant immediate injunctive relief upon the exacution of a bond
against damages; now only the United States can institute injunctive pro-
ceedings. Also the United States would be empowered to sue for actual
damages.in any instance where it is injured in ils property or business,
by reason of a violdtion of section 1962, without regard to the amount in
contiroversy. An action by any person for treble damages without regard
to the amount ip controversy would also be permitted. The Attorney
General would be empawered to intervene in any civil action or pro-
ceeding which he determines is a case of Ygeneral public importance®,
{n the case of such intervention the United States would be entitled. to the
same relief as if it had instituted the action. Finally, the bill contains
other important procedural provisions, :

The Department of Justice favors enactment of the provisions
of Section § of $. 13 with only one exception. The Department believes
that the broadening of civil remedies to be accomplished by this bill
would provide additional valuable tools with which to combat organized
crime. Dur experience has shown that a two pronged civil and criminal
approach has proved successful in the antitrust area, Organized crime
has continued to burden society because of the immense profits reaped
by illegal racketeering. Criminal sanctions alone do not necessarily
reduce these prafits, but the creation of civil remedies aimed directly at
the illegal financial gain of organized crime takes us that much closer

toward the elimination of the problems. -

Qur only objection to Section { of S. I3 involves what we.
cansider to. be the overreach of subsection (g) in its provision for the
conclusive collaterd] estoppel effect of judgments in favor of the
United States. Présently, section 1964(d) establishes the coliateral
estoppel in section 1964 government civil proceedings of final judg-
ments in favor of the government in criminat cases. This is nothing
more than a codification of the traditional common law rule of coifateral
estoppel. However, under the proposed subsection (g}, collateral
estoppel wouid be extended to judgments in government civil suits,
and would further allow private plaintiffs to assert such judgmenits,

both criminal and civil, against defendants in subsequent private actions. £~

& ot e, YRR
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The Department feels that the ex

estoppel by Section | of 5. 13 is unwise By ety sl ateral

By wel} accepted practice
brocedures by which a l

Rule 11; Fed, Rules

of Cr im, | ro.; SeCthll 5 of the CIaYtO“ ACt, i5 U.S.C. §IG[BJ,

McCormick on Evidence;
the U, §, Courts, Rule 44
nolo conterdere is such a

cr»iminal cases is expedited: s f
chorges ione ed; ormal plea of ing contest?
casesg’ espec‘.;?lr;?, ata:d judgment is rendared accord?:;! e ‘t!he ivi
oo g nf, e are?z o.f antitrust, consent decreesy. nevil
dsfomgi] there})per orm a similar Quick settiement functionareA
activiion. e v agrees 'to an order enjoining the ch 3] y

. Qut an admission that the activities are?iizggled

try of judgment by either of
; ' that does not constity
It or liability, and it therefore cannott te

b R .
e used against him In subsequent Proceedings

However, the proposed sect |
. ; ! ction Jy i i
C;.lucsl';vcea,i,e: ::ie\:;gilg;:ciiﬁn;ents would bind Zucgggexﬁ:gtbg; afort\?zat "
J P! : rom presentin e i
‘?‘L;V:tf?ezltvc::' tat::(.tslons for trebie damages z?riz;lc))/rdiiin::ﬁ‘:esrL:S?efquent
Miuiid Ofnomproposed collateral estoppel rule would be t]oe '
2 dofey) T]_ﬁ_tccmt‘encfe.re and consent decrees conclusi
deroma g or tiability. Faced with such an eff veeste
s charged in government {awsuits wit{ cert:inel;t‘be re

civil angd criminal, will be lost

brder and the courts would bear the added

To pre 4
prevent these unfortunate and abviously unintended ’ .

resufts, the Departme;
ent recommends that ;
esults 5 that judgment i
operam\: nofo cgn‘tendere OF consent decrees gbe e: 51. 5858(3 e
@ provisions of the Proposed subsecltion lggal;g;}d fl‘OTﬁ e
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Section 2 of S, 13 would amend section 652 of Title 18 to”
provide civil remedies for victims of theft from interstate or
foreign shipments. Presently section 659 contains only criminal
penalties for such thefts. These substantive provisions would be
restated in the proposed subsections {a), (b}, (¢}, and (d) of
section 659. The principle innovation of these substantive
provisions is the change in the degree of knowledge required for the
criminal fencing offenses of buying, receiving, or possessing stolen
goods, While section 659 preseritly reguires possession of stolen
goods by a person *knowing" them to be stolen, the amended section 659
would prohibit posséssion by a person "knowing or haviﬁg reason to
know" the goods had been stolen.
i‘ T - -

’ The primary amendment of section 659 is accomplished by
the proposed subsections (e) through {t). These additions make a full
panoply of civil remedies available to victims of violations of
section 659. The district courts are given jurisdiction to issue severe
injunctive relief; the Attorney General is empowered to institute such
proceedings for injunctive relief.. Both the United States and any pri-
vate person is given a treble damage remedy for injuries due to viola-
tions of section 659. [n addition, various appropriate procedural
amendments are made to impiement the creation of these civil remedies.
As can be readily seen, these provisions are virtually identical to the
amendments to section 1964 which are found in Section-1 of S. 13,

The Department has previously approved of the concept of
adding civil damage remedies to section 659. (See statement of
Richard Velde, Associate Administrator, LEAA, before Subcommittea
on Criminal Laws and Procedures of the Senate Judiciary Committee
on November 30, 1971, Hearings "Victims -of Crime" before the
Subcommittee, 92nd Cong., 1stSess., p. ]58-16]1.) At that time
Mr. Velde expressed the Department's general support of a similar
bill creating such a civil remedy. As he stated, such a remedy
could have a dual effect. First, an-injured party would be able
to more than recoup his actual loss through a trebte damage action,
Second, the mere existence of such a civil action might act as a
strong deterrent against the theft, fencing and purchase of stolen
property. - Hopefully, this would reduce the profit of cargo theft
by decreasing the market for stolen property. The Department stitl
approves of the concept of a civil damage remedy for victims of
theft. To the extent that Section 2 of S. 13 accomplishes this
purpose, the Department supports the proposal.

However

contains provisjons which we ha

to which we have serio

.se‘ction 659 which woyiq
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The faults of subsection (e} demonstrate vividly the con-
vincing reasons why courts of equity have traditionally refused
to enjoin violations of criminal acts. For such illegal acts,
which are generally single intermittent avents accomplished with-
out prior knowledge, the criminal penalties are an adequate redress,
Equitable relief is appropriate and useful only when the criminal
activities are of a repeatad, continuous, or permanent character as
in the antitrust area or as in the scheme contemplated by 18 U.S.C.
1964, ' Iindeed, in recommending the enactment of section 1964, the
Report of the Senate Committee on the Judiciary felt that one iso~ -
lated instance of "racketzering activity", i.e., a single criminal
violation, was "insufficient to.trigger the remedies provided under
the proposed chaptar, largely because the net would be too large and
the remedies disproportionate to the gravity of the offense." (S. Rept.
91-617, 9ist Cong., Ist Sess., p. 158 (1969)}. -

For these reasons the Department is opposed to the in-
clusion of subsection (e} in the proposed section 659.

Next, the Department questions the wisdom of limiting the
application of the civil damage remedies to violations of section 659
alone. Theft of property and fencing is indeed a serious and wide-
spread problem in our society. - Presently the federal criminal law
contains several statutes directed at various forms of theft and fencing.
If a civil damage remedy is directed at the form of theft covered by
section 659, it seems equally ‘valid to extend this remedy to these
other statutes. Therefore, the Department feels that the civil damage

remedy should be extended to cover the statutes contained in chapter |3 |

of Title 18, as well ‘as appropriate state law through incorporation by
reference, to afford victims of such illegal activity the widest possiblg

relief,

: "The Depértment also has difficulty with the proposed sub-
section (s) of 659 'which adds two evidentiary inferences not presently
cantained in the statutory law. First, subsection (s) is meant to codify
the long wrcepted judicial inference of guilty knowledge from proof of

unexplained possession of recently stolen property.
on S. 13, 93rd-Cong., Ist Sess., pp. 6-7 (1973) .7 The Supreme Court

has recently sustained the constitutionality of this inference in Barnesv.}:
United States , 41 U.S.L.W. 4917 (June |8, 1973) ." The Department does }!

[See S. Rept, 93-#E

S
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nlot o;l)pose its codification but we do sy
closely fol ,
Cha”exgg.lo_\;‘vhihé Suprfeme Court's opinion to aveid any confusi
ourt in Barnes used the following languag US'SS o
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that a person was found i

ere Y in unexplained i
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Scnator Bisre., What is the status of S. 13 in the House side? It
has passed the Senate. =~ R

Mr. CoLver. Mr. Chairman, we understand that S. 13 is before the
House Judiciary Committee at this time; it is pending.
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as a consol idated

ection to S. 13, sary duplication

concerns the unnecessar: o
of provisians l?‘denﬁt‘a‘ orovisions which accomplish iden ‘ . Senator Brzk. It is before them—what are they going to do with
contain several | 2 P o the statutes to which they appiy - *' it? Have a hearing on it? Leave it die?

ifferi nly as . isning the . S P .
p“i"iﬁiﬁﬁﬁfﬂ?ﬁmfan officient method of accomplisiing . : Mr, Cowver. We would hope that they wiuld have hearings on it
Suc .. . . . . ‘

One finat general obj
al proposals,

ion of sever
vers Section | and Sec

i
5

: <as of this bill. ‘ o ¢ in the near future. : :
purpos= " \ati o tnerefare, itisour & Senator Bisip. The chairman of the House Judiciary Committee
I the interest of legisiative iﬁr\z byil'l e consolidated into " is pretty busy right now; you may have to wait until he finishes his
ions ) .

commendation that the tWo sect present responsibilities and assignments. Do you have any assurance

‘;ie statutory scheme. _ ' - - that they are going to move on this during this session ¢
. tment of Justice is in favor of the - Mr. Curver. No, sir, we do not at this time. .

In summary, the Depatrwf‘; have some serlous reservations - Senator Bmsre. We will try to lend our efforts to that. I think S. 13
general principles of S'f‘;’eb;n. 1£S. 13 is amended as suggested .- lsa very important tool and should be enacted into law as passed by
about certain secttl;:itOWOmd support enactment of this jegislation. thils"lgte' ; Th . : i o 4 ,
above, the Depar ‘ fr. Corver. Thank you, Mr. Chairman.

¢ Management and Budget has advised 8L Sengtor Brsr, You l';na& proceed. ‘ : :

The Office %'+ the submission of this report from the sia ' Mr. Magroney. I might also briefly note that the revision of the
there is no ob;ec_t”,’;"[rati on's program. ¢ Tederal Criminal Code proposed by the Justice Department and
point of the Admini T i introduced on March 27, 1973, as 8. 1400 by Senators Hruska and

Cgincerely, . . McClellan, contains in pertinent part a complete revision of the

various theft and larceny statutes in title 18. Among other, things,
this bill simplifies and unifies the many fencing statutes, eliminates
the place of theft as an element of the receiving offense, adds an
;- attempt provision, and facilitates proof of knowledge that the re-
¢ ceived goods were stolen, to mention only a few of its effects. With
i the chairman’s permission; I would have inserted in the record at
this point a comprehensive statement by the Department on the
effectiveness of the Federal criminal statutes as they pertain to
criminal redistribution systems with particular discussion of the cor-
rective provisions of the proposed revised Federal Criminal Code.

Ser{xlator Bsue. Without objection, that will be made part of the
record,

[The material referred to follows:]

patrick M. McSweeney <
Acting Assistant Attorney General

]
o
Iy

b

£
]
.
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CRIMI} TTICH; SYSTE=MS (FEACING) -
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STOLEN GOODS - DEFICITMCIES oF LSIO}&S
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In order to combat this 1llusive type of crimimal conduct, law
enforcement authorities must employ sopbisticatedkinvestiga.tive
tecbniqueé. Informante carefully schooled in the technicalities of
particular fields of business enterprise must be ¢ultivated who can
provide information about “the inner workings of & ﬁarhicnlar fencing
operstion.  Also, court approved wire tappiig'and electronic surveillance
can provide information needed for a successful prosecution that would

1/

ptherwise be uncbtainable,”  However, sophisticated techniques of

detection and apprehension are not sufficient unless the pertinerr&
eriminal stetutes are flexible enough to allow successful. prasecution
of fences.

By appropriate legislation, the Congress can aid in the fight
againgt the eriminal redistribution activities in this country by
tlosing loopholes and irrational feclmicalitie‘s in the existing féederal
criminal law. But, the amendment of the applicable crimiral statutes
vill not slone eliminate fencing of stolen goods. As your Camittee
Report on the Effect of Cargo Loss and Theft in Maritime Commerce hAs§
winted out, a simple stiffening of the criminal penalties provided for

eriminal middleman asctivities is pot the answer since apprapriate

i

1/ See 18 U.8.0. §2516 (1970) which germits interception of wire
or oral communication for the investigation of offenses under
18 v.5.C. §659 and U.S5.C. §§2314.2315.

38-415 0= 74 - ot 3 - 14
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sw <
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penaliies are adegquately yraridéd. in the present l1aw.”. An effort
directed exp]ici.ﬁ:} at crimekprm;ention vather than a stiffening of
erimipal lavws or exéansion of local police force is the masf. pa:ozqising
approach. However, & nudber of cﬁnstrucjhive leg;j.slative steps can ve
taken to insure that the federal criminal statubes mve & maxcirm
jmpact on the criminal redistribution systems in this cqux;tr:{. what
follows is a discussion of what can be done to improve the existing
statutory framework as it pertains to the prosecution of fences,
presently in Title 18 of the United States Code, there are &
number of statubes which prohibit the receipt of various types of staolen
praoperty., DBecause of the jurisdj.ctional restrictions on the Federal :
Goverment these‘statutes prohibit the receipt or possession of stolen
property which has some so;'t of "federal“ character.. The discussion nerels
wiil be limited primarily to the seven most important “receipt” statutes
of Title 18 wﬁich are of the ytid.est app]ication a.nci which are tk?e xpst

frequently prosecuhéd. 1f there is to be any effective attempt %o

i tes i usiness, The Imeact

1 s Serate Select Committee on Small Busi 5 pact

?'T/Crigzlz:ds;nsﬁesusine'ss . Part III, The effech of Cargo Lo.siil r;nvi;ne %
3 = : Hearl ore tne Committes, >

TR TEritine Cozrerce based on HearlnAs bexor: ' o

i%ag,rﬁune 75, 1970, §. Rep. ho. 9i-Lo#70. 91st Cong. 2d Bess. 20 (197 )

3 Trese statutes are: 18 U,8.C. 6k (receipt -of gopr:rtzsftsézgtego !
E{:m the United States); 18 U.8.C. §559 (recea'pt of ‘prope fysac'len e
interstate or foreign shipments; 18 u.8:C. §602 (;eciaipt o t'.hu Len, proper |
within the special maritime or +territorial ;urlzdi:tlgogxtheeu e )
 property stO 8. =2

States); 18 U.5,C. §i708 (receivt © olea from the U naured
. £2113(c) (receipt of property stole{x' £ 1 u
tgngj?'gs U.S cg %23(1,12 (receipt of & stolen vehicle moving in ::ntezs‘zcu;i:ﬁe”
fo;e* gn ;:o':smerce; and 18 U,S.C. 2315 (receipt of stolen gooqsé po :
x;.gneys ;r‘ fraudulent state tax stamps which are part of interstate ¢
foreign commerce).
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attack the serious problem of fencing, it is these statutes of more
general application which hust be improved upon.

It is to be noted at the outset that a comprebensive revision of
the Federal Criminal Code bas been recently ccmpleted by the Department
of Justice. This revised Code, introduced on March 27, 1973, as Senate
Bill 1400 by Senstors Hruska and McClellsan, contains in pertinent part
& complete revision of the various theft and fencing statutes in Title 18.
§. 2400 is the product of two years of intensive study by the Crimiral

Code Revision Unit of the Department of Justice, which was organized

parsvant to a directive of the President. Prior to the work of the Code

Revision Unit, the National Commission on the Reform of Federal Criminal
favs, created by Public law 89..801, ;:anpleted & two year review of the
existing criminsl law. Based on the conclusion of this Commission, the
Deiaarhment of Justice Code Unit studied all relevant reference material:
the current statutory law; the case law under the current statutes; the
draft formulations in the Natiomal Commission report snd in its study
draft; the three volumes of working papers pi'oduced by the Comzission; the
Model, Penal Code and its explanatory contents; the law reviews and other
lggal periodicals; ‘ea.rlier proposals introduced in the Congress; and
previous proposals of the Depar*kment of Justice. The Code Revision Unit
also worked closely with the attorneys oi; the operating sections and divisicr
of the Department of Justice snd of the United Stetes Abtorneys offices

¥ho are charged with the day.to-day prosecutions under the existing

movisions of the law. = Thus. the prrdposals of the Code, including those
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are well-considered provigions. The following -

on theft and fencing,

discussion, therefore, will focus on the deficiencies of the present

laws and the improvenents or corrections which the proposed Code would

secomplish Pertinen’c evidentiary and constitubional considerations

will also be discussed.
A. Consolidation and Uniform Trestment of Theft
and Receiving Stolen Property

L] 1"
The most’ obvious objection to the current federal "fencing

statutes is their sheer gumber. Presently in Title 18 there are

i ! duct.
at least 13 statutes which essentially pmscrlbg the same CON

Section 1732. Receiving Stolen Property

(a) offense - A person is guilty of an offense

if he receives, buys, possesses, retdin, conceals,
or disposes of property of another kuowing that.it
bag been stolen,

L

The elements *receives, bxjxys ,ﬁpos;esses" etc. are intended to cover

crimes within the present additional terms "convert", "take", "misapply”,
use®, “secrete”, and "obtain". Moreover, the phrases "knowing it has
been stolen" simp]iﬁéé the statutes dealing with the offender's knovledge
¥nich now require knowledge that property was "taken", “embezzled”,

"stolen", or "comverted.”

Tn addition to the multiplicity of statukes there are & bewilderirg

erns vinich deserive tie pronibitel In the new Code, theft and its various derivations, on the one

ayray of confusing and overlapping t

3 1" I|r tau' \ . X . ‘ ’.
conduct, Under the curvent statutes it 48 unlawful to Yeonceal', 'ré kand em réceiving. on $he ottier, have been Tisted us s oo

" n. teeceivel, "possess’; ! Flacing theft and receiving in separate sections will br
“earry away", “misapply”s "use", "buy", "seeretels S i ) e i T s The pele

i nd 'bernis add only
toptain', ete. ebe. The multiplicity of statutes a s ad

law in line with distinctions presently recognized in the criminsl codes
the mnguagé of the statutes can ta}ﬁ

to the law. More seriously, of several states and of the District of Columbia.
color to the .

i i giates, ¢
to technical defenses, as, for example, 1n Bennett v. ng.ted P

B, Eliminating the "laundry list" approach to Federal
ved from a convictien for Vgtenling” becsuse !

Jurisdiction

e i - Under section 659 of Title 18 there is an overlong list of places

¥

newindled" a bank instead.

. N N from which the received goods must have been si:o]_en‘~ viz., “any pipeline
§1732 of the proposed Code would simplify an

The language of system, railroad car, wagon, motor truck, ar other vehicle, or fram any

with the various forms of receiviff ‘;

ity e qf e S gtearboard, vessel, of wharf, or fram any aircraft, air terminal, airport,

stolen properkty: aircraft terminal or air navigation facility. . ." Such detailed

R ] emerstion of various types of illegal conduct and places of theft serves

. 8).
Y/ 399F. 2a 740 (9th Cir. 1968) _ no real purpose, adds only unnecessary detail to the statute, and makes
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possible very technicel defenses to otherwise properly arawn indictments.

of proving, 8s an element of the offense

a3 untawfully taken from

Indeed, it has

Moreover, there is the requirement
that the property in question

one of the speciﬁ.ca.lly enuneraied places or facilities.

of receivingy

heen held that it ismt a federal crime to steal goods from an interstate

shipment of freight unless the goods are itaken from ©
places or facilities liste
23k F‘. 28 431 (34 Cir. 1956}.
45 were Stolen from & “yhart" and

enumerated
v. Manuszak, For example, when 1t is
Hanusza s,

charged in en indictment that the goQ
hat the goods were actually sb
there mAYy be & fatal variance i

it is aiscovered
n the indiet.

fundred yards from the wharf,

ment.
The proposed new code would obviate some of the 3urisdictional

technicalities in this aved with the following provisions in §17731:
T‘néré is federal jurisdiction over &

{a) JURT.SDICTICH -
n this section if:

offense described i
- (2) the subject of the offense is property other than
services aud: L

(v) the property 1s moving in interstate or
foreign commerce, oF consiitutes or is a
fart of an interstate or foreign shipment. .

This new language would eliminate the nisleading 1ist of facilities

ce, and properly place reliance on the sizeable

en bullt up over 4he past a8

of interstate conmer
pody of case 1aw which has be everal decades

ne of the specifically ¢

4 in 18 U.S.C. 659- Sce United States f

olen from & place several ¥

. § 315
ancther variation contained in 18 u.5.C 4 > the maximum Qeﬂalh
¥

concerning precisely whien apd where property is moving in interstate

commerce.

e

exnias

5,
k2
i
S
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C. Revision of the o
] verly Strist Grading
Offenses wnder the present receiving s‘gitutes

| In any revision of the fedei-a.l i‘eneiﬁg statutes one of fhe more
canplex and important subjects is that of ihe gz%ding of offenses
presently the senctions in the federal c¢riminal law against the:t‘a d

I
related offerses are widely divergent. Under section 659, for example
receipt of pr@perby in excess of $100 subjects the offender to a maxi ’
pemalty of $5,000 and/or ten years' imprisoment.s Undexr 18 U,5.C n:"m
(rec2iving stolen property within the special maritime and teili;o;ijlca
Jurisdiction of the United States) receipt of the same stolen property

.
ki Ng
carries only & maxamum $l 000 fine and three years mpzisoxmlﬂlh. In

for receiﬁ is identical to that of §659, but the value of stolen property
must exceed $5,000 in order to subject the offendmr to the i o
punishment. B
In addition to these inconsistencies, the offenses are
Za’ced too atrictly, with the unfortunate result that prosecutorial
scratiqn is unnecessarily limited. The redistribution), or fenc;i.ng,

of stolen goods i
go is a highly compartmentalized business involving a high

degree of se
c‘,re . e » . ’
L‘ cy and & minimum of contact between the successive links

in the chain of trit
digor; uwiOn.  Because of the very low $100 limit for

5 This $5,000 $me Wi :
7 Sy minimum will bé retained in the proposed Code, see
-~ g 2

scussion, imfra.'p.ll.

6 ‘ See for exs ‘ b vach
5 ki¢
r examole Seléct Comnlttee on Small BUulDESS, The Iznpac

o Crine Sr 5

S s usgest, Tark 17 20 Sofect of Cireo Lossr Tt

s L2 She Tonenins Jrassvny, 5, oo, 554 Cong. ci Sess.

each jab: 5 zme in focus elements: 1, Hijackers (si g, L4 Sess. 30
: 2. 4n expensive 'drops'; 3. Fence or midd:ie;a).n- podd for

(Contimued on followlng page)
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i hew osecutor
& misdegeancr prosecution pnder §659 it is aifficult for & Pre

mke uniform the Tant shment for 1
to plea bargaln with a Sm]-ler Opezabcr so &s. to convince him to beSbify ous offenses nov ¢ t 3
: reated diffe 51

As §1731(e)(1)(A) gf S. 1400 provides, the offense of theft or receiving
against a large crimipal middleman.

ig & Class D felony if the property exceeds $500 in value unless that
igtencies in the
i remedy the present incons
The proposed Code woul

property 18 one of several entmerated types, in which case the monetary
) Syge i eanors under it
grading of offenses, and would broaden. lig scope of misden : Linitabion s not apply.

The effect of this scheme is to make all
iving has been
i First, the offense of recel
theft and Tecelpt statutes.

. theft and receiving punishments dependent on the value of the stolen
graded at the same level as {the f:ri@.nal theft. There is no good. Teason oeete, et b 114 preparty 18 of 5 spicdid but ecions o
4o differentiate "Detween the gravity of the offense of receiving stolen . Hioosoms, noten vebtite, Ftien o8 the Uattes Staten, o mﬂ)' N
property amd stealing it in the first place. Both are s.ubs*mm;w%aui;1 ' tn e
identical invasion of the cwner's interest in the property, altnoug

- Class D felomy regardless of the monetary velue.

i roved
each represent a aifferent though jnterrelated type of disapp

Thirdly, the proposed Code would broaden the scope of misdemeanors
current
societal conduct. This similarity of treatment follows that of

.. under the receipt statutes. If the property which is subject to the
rederal statures.

£ theft and . :
Gecondly, the proposed Code grades the offenses © 7/ (Continued f¥om preceding page)
: en.  Tais would : .
ceipt on the basis of the value of the property stal ' offenses. It is plausible to argue for example, that all thieves be
recelr ; : . treated alike, whether harshly or not, because it is the act of thelt or
¢ receipt itself which must be punished. Value under this theory is there~
cage) : !i;zfe ar insufficient meons of evalunting the culpebility.of the offender.
joued from preceding : .3 However, society nas traditioma used value to m th ity of
§/ (Comin " See also"/fbhe yestimony of Gilbert H, Meyer H  the invasion oi‘ya oroperty inteﬁgt, and the czgs::i:zedeg:e?z? *_;E;'x-
L, Unscrupulous B\We:‘;;rican Inswance Assaciation before the COmLTLEE . ment, . Moreover, there is validity to a different treatment between the
Chief Special Agent, ] : T . the actusl StickDS. ; thief or receiver of vroperty valued at $5.00 and the thief or receiver
vrhe organized criminals so not participate in TRE oot 46 geid ;:f 10,050 worth of property. Although ultimately the distinction must
a 2 ¥  he oy % s N o
They hire to go oub and dz ﬁgzzz jol}n{; .de'l‘h{lsﬁ 55:'2;: evck to on ift fle:o.almblix t;rg:uz:z;g eii:‘.wn, the law must nevertheless recognize some
3 CCOmD . . the : :
off as soon as the Jjob is @ S it to a warenouse. Fram the
. ) s ary then delivers 1 5 ssubions” B
““*‘hiﬁi;f“?.t”ii“réifosi of aad put into the channels of distriow 8/
ware 1

i

A Class D felony allows a
= ¢ { year sentence.

ea:i S on the Immcb of Q! e85 Cax 0-Theﬁb R fine and a maximum
Cr:.mirﬂl vy &ﬁl—l Busin (
H ng

Prucking Industzy £ ; Businesh

Select Comuittee on Spall o

in try). Before the Senate . ’ ¢

91st Corg., 24 See)'.s., and 92 Cong, lst Sess., pt. 3, at 635 (197%) B
.y

/ i 3 cideratiot
o extended aiseussion is herein given to ghetﬁﬁdcgﬁc:iyt
;T: vhether monetary value is & proper Way to grade |

- {Continued on following vage)
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i } the offense
has a value in | excess of $100 but not more ‘chan $500 t
offense has
ne of $10,000
wld be & Class A misdemeanoks, punisbable by & maxmum £4 $10,
wo

and. imprisonment - .
erty valued less than $100 viould be Class B pisdenesnors fo
property

d -enlarge &
uwld be six mom:hs. This division of wisdeneapors would
; Wo

prosecutor's plea bargaining power. s ;
Finally, the proposed Code maintains the $5,000 jurisdic
>

the interstate'transmrtatmn or subsequent recdeipt of stolen progersy
which bus.a value of $5‘,OOO or nore. In this area in which pars of the
3urisdictiona1; -predicate is 4he interstate ti'ansportation of stolen n
property o the receipt of stolen property ! after it has beet: 1;1'3:157:06.““l
in interstate cqmuerce, increased flexibility ma.gbt prove counteryro )
1f the $5,000 jurisdictional it weve diminated, federal proﬁee:t:;
wonld obviously be able to try fences and thieves who neretofore N
veyond the reach of the fede.ral crvimipal law. Hm-rever, because of‘ e

: bread.th of such & s\,atute, t.he United States Attorneys wouvld be unable

uently, the
4o handle all cases +4echincally falling within jit. Conseq s

th ki nds of cases a lfffgrj.ate for 18@.&1‘&] z-osecub:.on. These lJJ.li'b-hlom
(=] 218 4 D

COUld‘ in furn lead to Sihuablons an "h*LCb‘ the U'S' Attorneys Sba’be

nd i "n‘terpar‘t W 3 t take cases re. ecte(i b 4he
& local CO 5 WO y:< T j ¥
‘ ] uld be lm..ﬂ-lng o} ?

n s, involvin; :
for not more than one year, ALL other offenses,

5 H
e

" :
. ‘ lh' and 2 . UeCtlon 2311' and. 2315 UIQtuUt

i

€] by ¥ tations 85\' -\
ol par‘bme.n‘c Of Justice wcu.‘l.d be forced tO interpose poln.c Timd :
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federal prosecutors when they clearly fell within the federal statute.
pecause of these considerations, and because federal court criminsl
dockets are already overcrowded, it would seem that on balance, the

elimination of the $5,000 jurisdictional limitation would be of dubious

walue. Consequently, the proposed aef code retains the $5,000 figure

as part of the jurisdictional predicate Tor the offenses now covered by

sections 2314 and 2315 of Title 18. (See 1731(a) (2)(c) and $1732(c)

of the proposed Code.)

D. A General attempt statube to cover theft and receiving

The existing federal criminal code has no geperal statute

covering criminal attempts. Thus many of the present statutes dealing

vith theft end fencing problenms are inadequate in those situations in which

early detection and apprehension have sborted the subatantive offense,

;- The proposed new code would solve this problem with the following general
attempt statute:

Section 1001 Criminal Attemnt

"(a) OFFENSE - A person is guilty of an attempt to
commit an offense 1f, acting with the kind of culpability
otherwise required for commission of an offense, he
intentionally engages in conduct which, in faet, corroborates
his intent to complete the commission of the offense.

J'(b) DEFENSE PRECLUDED ~ Tt is not a defense to a
prosecution under this section that it was factwally or
legally impossible for the actor to commit the offense,
if the offense could have been committed bad the circum.
stances been as8 the actor believed them ta be.
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E. Uniform Treatment of Dual Prosecution Problems

In section 659 of Title 1B the following language limits the '+ scquitted
for the same actg '
in state courts

It has been the long

situations in which fences and cargo thieves msy be prosecuted federally: ! standing policy of thé b
epartment of Just
"A Judgment of comviction or acquittal on the merits under the laws of - federal frial for the sam o T there #hieuld be no
‘ © 8ct or acts unless
it 15 determineq
A that

any State shall be a bar to any prosecution under this section for the ' tnere gre compelling feq,
i ederal interests ip
volved,

same sct or acts.” It is interesting to note that a number of other L
The eliminatiap of the bayp against dug

Federal statutes covering concurrent jurisdiction offenses do not con- contained in 18 u,s,p §659 woul,
¥ s T Would simply a1l
tain this specific limitation. See e.g., 18 .U.8.C. §§2113, 2312, 2313,. - dlseretion to be evercised 1 oW for the same Prosecutoris)
b cases related to th
231k, 2315. © shipments. whi efts from interstet
. B E ) wh-lch has J_ong be e
en exercised
The proposed nev Federal Crimipal Code embodied in §. 1400 does ' which goyer concurrent g under numerous other statutes
Nt Jurisdiction offens
es.

not retain the statutory prohibition against dual prosecutions which is ease $n which Subsequent foq In the very exceptional
i - ederal prosecut; '
written into U,S.C. $659. This is because there seems to be no satis. | of Justice, wHion vould serve the interests

: the federay Erosecutor would be able to act

factary reason for treating the dual prosecution problems associated F. Proof of Knowl
3 , wledge tha

t s
Stalen -~ Bvidentiary “he Received Goods Were

and Constitutional Problems
One of the more difficult Problems

with thefts from interstate shipments any differently than when such

in a fencine
P the Ng pProsecuti 3
B¢ proof that the accused hag knowledge thg en %

{vas stolen,

problems arise in connection with other concurrent jurisdiction offenses

In those cases in which there is no statutory bar against duz;lf 6t
he Property he received

The dif‘ficulty of Praving thisg

state and federal prosecution, it has been held that there is no violail ol -
. ement is haged on the

;‘Peculiar mature of the offensea,

of the double Jeopardy prohibition of the due process clause where there While it 4
18 often not difficul;
t to

%:ZeStabJ_ish by objective Proof that

are prosecutions of the defendant, both in the state andl federal. courts, A5 aecused
Teceived or posses ed
sed the

gt
olen Property, proof of g defendant *

based upon the same act or acts. Bartkus v. Illinois, 359 U,S8, 121 $ me
208 Tea, or knowledge
of the

: fMacter of the receivea propert

Btter, ot ¥y 15 almost entirely a Subjective
g fasily shown by direct evidence

:described this problen.

(1959); Aubate v. United States, 359 U.S. 18 (1959). However, it

o/
should be emphasized that this Department does not regard this estab- A
; 8 Judge Learned mang

lished judicial interpretation of the Constitution ss & wholcesale

BRI e
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"The receivers of stolen goods almost never ‘know’
that they have been stolen, in the sense that they
could testify to it ipn a courtroom. The business ¢ould
ot ke 50 conducted, for those who sell the goods - the
'fences' - must keep up & more respectable front than
is generally possible for the thieves, MNor are we to
suppose that the thieves will ordinarily admit their theft

to the receiver: that would much impsair their bargaining : )
power, For this reason, some decisions even go as far as to ! On appeal, the convieti
hold that it is enough, if a reasonsble man in the receiver's : Ons of Vilbatti gug Malon
position would have supposed that the goods were stolen. 3 stentive count wexs affirmed < on the sup.
" That we think is wrong . . . . [Tlet the jury must find thet snd the conviction on the cons
o reversed. e convietions of sape and FIRY cout

the receiver did more than infer the thefi has never been

demanded, sc for as we know; and to demand more would emasculate E Yot .

the statute, for the evil against which it is directed is B h eounts fop dack of Substantig) 3 d
&vidence

exactly that: i.e. making a market for stolen goods which the g ’
purchaserbelieves to have probably been stolen.” [Werner v. . werely present in the warenouge The
United Btates, 160 F. 2d 438, 441.2 (2nd Cir. 1947)T0 - the Troseodbont +  The reversays here sre goog examp]
. B “utor's PTOblem in es of
As sn exsumple, the case of United States v. Vilhotil, et al, - Sisession st Proving that a persor, who W3 property 4n niy
: ' 8ctually knows ¢ 2 his
(District of New Jersey) 6% CR. 560, turned on the guestion of whether § Toe dirpid hat property 1o bave been stolen
: A & difficulties of : ,
or nat the defendants were aware of the stolen mature of the goods, sompounded b Proving a defendant 'y kﬂmrledge ana n
. ®d by the fact that o further
Rudelph Vilhottl, Vincent Sonta, Albert Mercurrio, and Johu Malong ot dffaring 4 the various criminay statutes require proop
& ypes of knowledge. Tue Tecelver must know tmat
the propersy

was "embézzl " u

‘ ®d," "stolen, purloineq
e

Uul.awﬁlu.y cgnv-erted'n Here,

were convicted after & jury trial of buying; receiving and having in

their possession chattels stolen from an interstate shipment, and with » OF converted, " "fej_oniously takepn . "
en,
the {
confusing and overlapping +terms

conspiracy to do the same.
The FBI received information from a reliable informant that

Vilhotti was vsing & one-story gerage in the Bronx a5 & drop for f;‘mcﬁw bo h
e law,
stolen goods, Acting on the information; the agents initiated sur-
standary defendanttg Knonedgs :
Hy
hovingly .
g "in 5302(") Provides:

veillance of the garsage, having seen cartons of stolen cosmetics
through & window. The next morning Vilhotti, Santa and Mercurio

entered the garage and were arrested by the sgenta. While the agents

The general definitioy of the term
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“p person acts Imowingly, or with knowledge, with

intent to deprive t .
respect Lo this conduct when he is aware of the mature he owner of the rights snd benefits of ownershi
, .

of his conduct. A person acts knowingly, OF with T ynited States ;
knowledge, with respect to circunstences surrounding v. Turley, 352 U.S. 407 {1957). This cheracterizati
his conduct when he 35 sware or believes the eircumstances i “stolen” as & term of art s erization of the
exist, or is aware of a high probability of their exisbence, i , having no settled common law meani
or intentionrally avoids knowledge as to their existence. : encompassing almost ev ) ng, and
A person acts knowingly, oF with knowledge with respect %o ery conceivable type of unlawful taki
a result of his conduct when he is sware Or pelieves that his i -already produced a comprehensive and und ng, has
; understandnble body of case law

. This body of law i
Tt is the second sentence of this definition which applies most is effectively adopted by the proposed §1732

An additi
ional problem to be considered brieflyy relates to th
e

directly to the offense of recelving. Quite often dealers in stolen

gvidentiary chmc
merchandise receive the goods under highly suspicious circumstances L ulties of establishing sn offender's knowledge

5 e nf the difflculby of ESbabliShing this element the courts have
3 0

! from highly suspiclous people. Yore often than not, these merchants

. i+ devised evidentiery i i
are aware that the goods probably have been stoles, or, they intentiomly ’ = inferences whigh can be ubilized by the jury in eo
A }1 8N

i sidering the offender’ g
of the goods, il er's knowledge.” The most frequently used of these

avoid knowledge 88 %o the source and method of acquisition :
. inferences is that of
Thus the standsrd of knowledge set forth in §302(b) of S. 1k00 cowld ¥ of "unexplained possession.” By thia inference the
. ; oo jury is 3 o .
. Jury 35 permitted to iofer guilty kmowledge from the defendant's

comport with reality.

. utexplained possess
gecondly, seetion 1732 aravs together under one term - "gtolen’ - ion of recently stolen property. The determination

the several descriptive words used to describe poth the proseribed coud of whether the property is recently stolen 35 a question for the jury
et e kooete. Unter ond seoposed ae¥ considering all the circumstances including the nature of the property.
e " et naed o e cccetvd peeperty of other its value, its size or amount, and its resalability in the legitimste ’
e varios © mrket. That the possession must be unexplained means only that there

'

4, 18 no' strat,

ghtforward, truthful, reasonable and satisfactory explal
na-

1

fenowing that it bas beed stolen." The consclidation of all t

forms of unlawful taking into the cue term nsgolen" performs the useful on
: on-consistent with R
function of simplification wvithout narrowing the scope of knowledge ‘the innocence of the defendant. Tnis inference

of the offender. The serm "stolen" itself has been given & proad 5
‘ ,5/ It has become fashi
. N ble to us
résumption” : ona e the term "
t;g is "subglelgﬁgr iﬁinﬁﬁigg . gowever, the méﬁﬁﬁi?i!&?& the
Wich the law direct o presumption . ig a3 -
fiets:s and 3 cts the jury to draw if it finds inference
sy ehegdtznfd;rence 18 a conclusion which the ?i;ya-given set of
%, 24 Stat w from the fects." MeXmight v, Und is permitted, but not
- es, 309 F. 24 660 (D.C. CiF. TH3). nited States, 309

meaning by the Supreme Couri;. to inc.:lude all felonious takings with

8415074 pt 8- 15
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4
T A

(B

shed rule of law gince time imnex;i?)z/'ial.

can be traced far vack in the English comnon law.

g, 1400, would codify this inference in

seoss o e e e my be drawn from the proof, not one which must be drawn. Morecves, the

e o jury must be dinstructed that the inference does not lessen the prosecu-

The proposed Code, Hon's burden of proving beyond & reasopable doubt Conbias i

: §1733(s) by providing:
§1733. FProof Under Section 1731 and 1732

of the crime charged., Finally, the Jjury must also be cautioned that no

presunption of guilt may be raised nor any inferemce of any kind may
der- i or 1732: b

a8 prosectiod imfer sestied i : ¥ be giwen from & defendant's failure to testify and explain his possession.

n(a) possession of property recently stolen permits

. Mese limitations preserve a defendant's privilege against self-
n in possession of the property

the inference that £he PEFEE ' incrimination and his due process right to & conviction supported by

icipated in its hett, & )
b suffieient  evidence, both contained in the Fifth Amendment of the

uld recognize the strict limitaties o
- i Constitution. The language of §1733(s) - that unexplained possession

ymew it had besn stolen or in some Way mrt

The codification of this inferen

i it rotect the rights of the. - ] '
phat She coure® pave dmposed 0% 2% wse to ® "mermits the inference" - preserves these important safeguards.

nust be instructed the inference is one whieh

socused. TS, the J0 A diseussion of this inference would be inappropriste in this

(1898) statel ; per were 4t not for two recent unrelated developments - one judicial
. : 1 B ) =
1iminary Trestise on Evidence ‘> 5 . o
]"'9'/ A Tﬁﬁéeﬁ&%ﬁeﬁ%ﬂnresmﬁiom “Tunning snrough & dozén and one leglslative. First, while this inference has been continually
ztetnzf:i;:g? "To be found i 18 possessiion zieitgﬁn‘g?ﬁmm 3’11:11‘3-'1 sttacked in the federal courts on verious constitutional

. n " k 5 3 ounis e
serious thing; if they were recently stolel st frea , until

A, mi invo. jmuediate pundst

i +that formerly ight lve ediate |
iﬁoir'giﬁ?ﬁiﬁﬁ ﬁlﬁz apsence of contrary evidence, ;jusmf:.ec} 8 ircently 1t bos been upheld witbout exception.” However, on June 1, 1972
men ’ ‘

diet, and at o the mere julld:
verdict, and &

X P oy

+£he present time 4s vanishing awey i : il
recognition of & per?nisSible inference,” As it 18 stated in Steprens .
pigest of Crininal Law:

uphe inference that an accused person na;e 3 1_]4“
Stolen pProperuy or 58 received it; k_\:m:igg it to bc'a stolen, may B
drawn ﬁomﬁthe faot thet it is found in his possessio

I}mong the recent cases upholding the inference and appropriate in-
: ctions are the following: United Stetes v. rarger, 439 F. ed 1103
l§t C:.z-;N .} (pledging stolen Securicies xnowing toem to be Stolen);
stolen, and that he gives nousa Y et Pleas of the Crovt;, g\%ﬁfid ’S»a.tes v. Lzzi, 427 F. 2d 293 (24 Cir. )3 United States v. Szica,
Tt came into his Dossession. gee also s o ¥, 23 200 (Mth TIir. (rossession of stolen mail); ULndized Sintes v. ’
i oo a5y, 7 Hobush, ’428‘1‘. 24 357 (6th Cir.), cert. denied, UCO U.S. 915 {vossession

sof stolen wail); United States v. WolTenbarmer, 428 F¥. 2d 992 (bth Cir.

: E;ecew;ng a stolen car moving in interstate cormmerce) United States v.
ot 422 F. 24 737 (7th Cir. - ) cerb. denied, 40O U.5. 020 (zeaeips end
; zoncea}ment of stolen automobiles); United boaves v. Dilells, 354 F. 2d
; St?::ecm. ,)(%)osses's:ion of goods stolen from interstate comerce); lnived
: .liﬁfe% . Llsf.;;n.ns!,' 451 P, 2 577 (8th ¢ir. ) (possession of stolen marii;

- tates V- Marguez, k62 7. 2d 620 (gth Cix. Y(possession of gocds
: (muelnc.from a foreign shipzent; United States v. Beker, b 7, 24 1290

o iv, ) gers. dended, bl U, S, 805 (possession of stolen mail)s
slndergast v. United States, 6 7. 24 776 (D.C. Cir, ) {Rcboery).

n, after ‘aeing ;
tisfactory account of the way in whieh

*
/




the United States Court of Appeals for the Fifth Circuit héd. the
“unexplained possession" {nference to be uneonstitutiosal. '.I‘he‘

Court there held that the inference wWas improper because it permitted
the ju.r'y to infer the fact of knowledge, one element of the offensett
from the fact of possessions the other element of the offense, and 1
improperly infringed the appellant's privilege against COmptﬂ.Soz(;y u;elfh;s
incrimination under the Fifth Amepdment. However, the Sul.)reme ) f ]
recently sustained: the constitutionality of the judicial inference o t
guilty knowledge from unexplained possession.of recently stolen properdy

i United States v. Barnes, WL U.S.L.N. ko7 (June 18, 1973) -
-——‘*—'—“’—_.“' —

S two bi ‘ ; i on the
Secondly, the Senate has passed TWo pills which bear directly ;
s

future status of the funexplained passession” inference. These bills,
5. 13 and S. 800, cveate in pertinent part a civil action for mij;
resulting from violations of 18 U.S.C. §659 which forbids theft an
receipt.of stolen property nioving in interstate or forelgn commerse.
This civil remedy {s acromplished by amendrents of section 659 which
restate the substantive eririnal offenses presently contained therein,
and which add the civil yemedy and certain procedural and evidentiary
material. Of the evidefitiary material added,.the following beax:sk

B

ddrectly on the inference discussed herein.

12/  United States v. Canerom 460 ¥. 24 139% (5th cir. 1972).
United SEatés ¥. o ;

S T A S ol B S
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Section 659

"{s) . . . Proof that a person was found in unexplained
possession of any noney, baggage, goods, chattels, or other
roperty, recently embezzled, stolen, or otherwise unlawfully
taken, carried away, concealed, or obtained by frsud or
deception in violation of this section, shall be prima facie
evidence that such verson knew that such property was, or
that such person had, embezzled, stolen, or otherwises
unlawfully taken, carried away, concealed, or obtained by

fraud or deception such money, baggage, gecods, chattels; or
other property in vielation of this secticn.”

The languaze of 659(8), by using the phrases "prima facie" is
Bignificantly d.iﬁ‘erenﬁ than the present. judicial inference which would
be codified in §1733(a) of the pm posed new Code, i.e., that possession
of recently stolen property “permits the inference" of guilty knowledge.
In precise legal terms the difference is one of the degree of nroof and
the strength of the ipstruction which are given the jury. For a pre-
sumption, the jury is instructedthat it must find one fact, X, to

exist if it finds another, Y, to exist, For an inference to operate,

the court must instruect that the jury may £ind fact X if it finds

fact ¥ exist. But “prima facie evidence" means only that encugh

evidence has been submitted to take the case to the jury. The jury

is not given any special instructions as to the conelusion which that

can draw fram this evidence, The phrase prima facie, therefore, does

not resul'hk in an instruction that the fact ¥ established has any Special
probative force as to facp X. From, the prosecutor's point of view this
dlstinetion is crucial since the choice of the phrase "prima facie"
increases the difficulty of sustaining his burden ofv proof. This dis

eSpecially so in & feacing case where the element of knowledge is nost

o

"
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difficult to establish by direct evidence. The ebsence of an
instruction to a jury that it may infer guilty kmowledge from
unexplained possession is most impartant.

It is ’of course recoéuized that "in the federal criminal law

as it stand today, these terms are not used with Drecision.” The

Senate Report on S. 13 uses the terms interchangeably in recommending
the use of the terms in the nowr §659(s). Indeed, through the years even
the Supreme Couri:'s use of terms Vhas been anythiﬂg but precise.

this it could perhaps be argued that po matter what the strict defini-

RO

From x

tion; the "prima facie" langusge of S. 13 and S. 800 notwifhstanding,
it is recamended that the term "prima facie' be eliminated in faver
of language similar to that of S. 1400, the proposed new Code. Because
of the significant difference explained above, and because the langezge
of 5. 1400 more accuraﬁe],y codifies the traditional "unexplained
possession" inference, it is to be preferred. The language of S. 1400
would thereby promote continuity and con_sistenc& in the law, and would
ensure that the inference is properly wsed in future fencing prosecubions.
Finally, it is worthy of note that S. 1400 does make rrovision

for civil remedies for’ victims of theft and fencing activities.

Cha.pter'230 of Title IIT of S. 1400 provides renedies for victims
of “"racketeering activity"” which, under §1861 of the new Code would be
defined to'include certain violations of §81.731 and 1732. These
statutory provisions are esséntia.uy a recodification. of existing 18¥

in this area. [See 18 U.S.C. §§1961, 1964].

E hurts the most,
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With respect to the Yrovisions far civil remedies in S
it should be noted that this proposed

1400,
legislation is the product of an
intensi
ve and far-r&aching effort to revise the substantiva federal,
——t Ve

crmiml law, ]
W. Those revisions of 8 procedural nature,; such as the

eivil »
emedies for viectims of theft and. fencing activities » &re in the

be
orm of conforming amendments and aye basically contmuations of
lav,

existing

The two pieces of proposed legislation referred to earlier,

S,
13 and. 8. 800, contain comprehensive provisians for civil remedi
eﬂ

or vie tims o) ther t and f encing act ties er
legisl&tlon can be emcted Hhich will hit sane of the IEnces where it

:f.n the pocketbook.




696

. W i . 1400%
Brsre, What is the status of 5.
N o e SO e of i
! holding hearings 0 o ;
hagzr?:fg' Bmm:.g That is on the Senate sidet
M Mo thehS;I;;LIEe Sigslthe House side. o
ISS:?&?& ]lgntggzolg:;gzbley »fbrgihe same reasonj they are so occupied

on one problem, they certainly cannot be getting into other problems,

1 assume, in the I%ouse. . - .
%?s%f: (z):czi cm!rllSSrehensive type of bill; obviously it will no ge
thguga.%oih%riﬁ“infecognize fimt. Perhaps they ﬁoul% start on it this 3_
yea:nand finish it the next. That would be your hope
1‘&%-: %ﬁ?xfﬁhiﬁ iixe desire to find effective anci %sfef;lll Srgizsgﬁsl :
t d:zj with this problem. ‘We at the Depm_‘tn;%xis of ,
0 deavor to give the committee full assistance 1l s T, 1 plensel
en’l%is is the end of my statement, Mr. Chairman. v

to answer any questions the committee may ask.

Senator BiBLe. Thank you very gnuch for a}%ﬁneﬁsti?;s?eﬁgnm;% r§
; ciate your spirit of cooperation. I thin hyoﬁeld o
iglf,;;ul and we are making some headway in this .

2 B

o e e has ed’ taff, should onie feden]
ion wested by  stall, .

- qzl—ﬁ;zlx? Iéx;}rziﬁ;},etege ;‘%ﬁ—have overall respons%lblhty for céor

%gengi}rrx all the federal activities in the fencing ajcl}'leat. have @ role

You s tioned the vatious federal agencies tha ol

Lon s ar com fonces. My question is: Should one feden! -

aumber of committees -

fighting or, combating 5 o
agencyﬁi thgé,’er&% :vg:xlll (?lyr'mt think that that would be ﬁ‘ﬁ;:&?lﬁi
Mr:all R’coo have an investigative agency coor%mi%t;b ou have tht
esp%c;es {mse to the fencing problem. In the ﬁll‘s Pv?hi éﬁ’ Fall withn
era tralf)ﬁc problem, the stolen seeurity prob e%‘n,BI 4y not bebew,
%}lilél gambit of other investiﬁf‘ﬁ‘;? ageléiﬁ;’,?f dizect the activities®
would be the kind of coot lpatglt%raarézis of responsibility. . ... .
ot}gg'nﬁzis%%gzg%%ré%esgﬁ t};i;k there should bg one'coordmat}ng

‘ e 1 think, alon
‘agiz;cyM? poxey. The department, insofar as we °§’?’tgkzh;n11§;a ot
v 'thri;he Department of Transportation, 18 try;%llg» Most, of that s
gll coordinating a federal response fo tﬁf gtfere;rgencies that hatt

. 3 W. . . 0

being done pursuant to WESHSION rort to bring those sE

responsibilities in this ares, information, and t0 plo -

together to discuss the problems, to share 1

: e. |
activities which will constitute 2 concerted fedara] re D ghrit

v > re
Senator Bimre, You se¢ Do neéd whatsoever of any type of

ine at this time? -

ux%‘c?'mmxm—. That is ﬁght, sir. ‘ tw ’

. All'right. ) L ;

%: 1;3?&;33;? tﬁaldt zh% organized crime strike forces step up :
enforcement efforts against fgpces?

© thought, has been given to
- turing strike forces.

Mr. Maroxey. We do intend that those strike forces take a harder
look at this problem, make greater utilization of the title III provi-

. sions for electronic surveillance under court order. I think that the

experience that various strike forces have had in the past 1 or 2 years

. in this area has demonstrated to them the importance of the use of a
* title IIT wiretap, and has enabled them in a number of instances to
. bring a significant number of cases, in my opinion.

‘Senator Bimsre. It has bgen drawn - to our- att,entién that some
‘either Aissolving strike forces or restruc-

Would you care to comment? - .

Mr. Maroney. Well, of course I do not know what the particular
plan on restructuring would be: ‘ :

Senator Bmre. I do not know either. Mayf)e there are no plans by

. the Department of Justice, the Attorney General’s office, to restruc-
» ture. I do not know whether there are or not. - - :

Are there plans for restructuring the strike forces¥ - -

Mr. MaroNEy. I think there is some discussion in the department
with respect to the use of strike forces in various cities where they
presently are, as to whether or not the United States-Atterney might
sssume that function more directly. The Criminal Division’s position,
of course, remains that strike forces are necessary, that they are a

 helpful adjunct to the United States Attorney’s office and to the total

federal enforcement effort. - .
Iam sure that the viability of a strike force concept is one"that’

. will be discussed in the department pro and con as long as there are
. strike forces. : ‘ ‘

- Senator Bipum. Tell me this: What impact do you feel that the

srike forces have had in this battle against fences? :

Mr. Maroney. I think that it has really only just begun in the past
yer or two, largely as a result of the stimulus provided by this
tmmittee’s inquiries and the department’s followup efforts to focus
to.a greater degree on this area. And while I can only say at the
Present time that the impact on the fencing problem with respect to
trganized crime certainly has not been very substantial, we hope that

i wough additional strike force activity in this area that it will
become more substantial as time goes on.

engtor Brere. Will the new cargo secur 'y working groups have
twess to information on major fences and other theft personnel
teveloped by the organized crime strike forces? :
Mr, Manoney. Of course, the federal representatives on the cargo
teurity working groups will share intelligence information and
ther investigative information with the strike forces and receive

-hiormation from the strike forees, and share it with the local prose-

wing and investigative authorities as needed.

Senator Bisre. Tell me this: Do vou have any estimate as to the
e of property stolen each year in this country—we have been
Uing o figure of $16.billion, which was given to us by various

- Slregg, - . .

HD“( much of that stolen ﬁroperﬁy, ‘whatéver the dollar valug, is
rlisiributed through an interstate fencing system?
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Do you have any handle on that or any statistics that would
.indicate what part of that was redistributed through an interstats
fencing system? e R g '

Mr. MaronEY. No, we do not have any statistics or any really hard
information on that. We have discussed that. with the people at the
FBI, knowledgeable in this area. It is their estimate that a relatively
small percentage of that total $16 billion would go into interstats
transfer, that most of such property is fenced on a local basis.

Senator Bsre. Dispensed within the State where it is stolen?

Mr. MaronEY. Yes. | : g

Senator Bisre. And then received ?

Mr. MaroNEY. Yes, sir. ;

Senator Bmre. Do you have any handle on the number of fences |

that are operating in the United States today?
How many fences do we have in the United States?
Mr. Maroney. I do not know if we could
estimate in response to that question,sir.

Senator Bmie. It is a pretty difficult que‘stmn.‘;Appt_Lrently, when | g b}'ll
came up the law enforcement route, both the district attorney and
attorney general, back in my day the only fences that we had, if my -

memory serves me well, were pawnbrokers. They were usually used as

fences. The testimony that we had in.the course of this particular -

series of hearings is that antique shops-are one of the main busines
fronts, or whatever kind of front you want to call it, that are usd
for fencing. I do not know if you have any observations on that or
not. : R , B
Mr. Maroney. I do not see how you could possibly give any kind
of estimate on the number of fences. Obviously, that $16 billion n

cargo theft is a lot of property. $1.5 billion is cargo of the $16 billion

is still a lot of property. To get into’ the channels of commerc
obviously, there have to be a lot of fences to accomplish that. =~
Senator Bisre. To what extent is the legitimate business commu
nity found to be the
commerce?

Mr. Marongy. I would have to assume that the legitiim_ate busines
community would not be aware of the cargo theft material that ges-
back into the flow of interstate commierce. But certainly, as farasi’

what extent that they are involved or are made to be involved by

purchasing from someone in good faith, I would have to estimats
that any time that you had a large-scale theft of cargo, that the onlj
feasible way of getting rid of it would be by getting it back into the
mainstream of commerce, getting it back into legitimate retail outle’

for disposal. . .

So I would say that most ly‘arge-scalelcargo ythéyfts end ﬁp bei;ngfsfld;

by legitimate business enterprises.
“Senator Bisre. That may well

give any kind of an :

1 Isthat correct ?

eventual market for property stolen in interstats

be a correct conclusion. T realiyfdoz r to the Deparim t s , in th
not know. We have had testimony in our earlier hearings that som: 9y of this mornin ebartment.of Tmnsportaﬁion, we have g

well-known and well-established business firms—not through thel.
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some type of use of legitim ines

: at

S ssan outlet for sto]engproper?;;ll;lggzinlieoge’

; an%hwe had testimony to that effeci ® that
e - - Y

h morgtggfl l;:(l)x;g ;;hat I thmk_ that the business community sh

v by toW:;:d?:aghltS;hPrOblem’ because they canybg rglltlals%

vhit i de Boncing roradi € this fencing racket. That is exactly

very difficult to deal wj
Can ’ , ) deal with,
" solen iiofuférg:;gi any estimate of the value and type of v
Ty which is redistributed to internationalp ;gg:il;fy
' g

maybe unknowingly,
15 a safe conclusion,

‘ . percentage that is
Img:v tltmt g does happen, mowing. We fust
¢nator Biery. Which: i
o about V! rl:;l overseas countries, then, from what you do
. +.0u mentioned Lebanon, Mex; ‘4 '
ico i
. that are markets fo;' goods,stolen in Slzu%nﬁ:gm

. MaroNEY, Yes, g
. Yes, sir,
Senator Biprg, Areé there others?

I. Maroney, Recent] '
Quntity of tungsten c'arg);.also there was a case Involving a sizable

Senator Bisre, Wh i ‘
; , at kind of cargo?
. Mar ng ide 1n : v w
ONEY. Tu_ngsten carbide in excess of $100,000 value hich
bl

a, as being countri
States, . g ies

d given

it & and I would be glad to submit g copy for the

: ; eyl . . i Senat [

top management, but possibly through their purchasing agents' ,%hator Bipre, That wo 1 o L.

. : were buying stolén property and then selling it in the regular. refﬂ}‘j ‘bemcorporated into the rel::cg-g ¢ helpful. Without objection,
N outlets. We had testimony to that effect, so. I assume that there®  *1€ information referreq to folloys :) ’

that can
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. PROPOSED NHTSA STANDARDS

1. Pﬁoeedqres shall be established to provide
for the separate registration of every junked motor
vehicle at the time .such vehicle is junked, such
registration to be required of every junked wnotoxr
vehicle of almbﬂel year which is within flve (5)
Qears of the currenﬁ model year, w1th title to be
evidenced by an approprlately Lssued certificate of
junk, essentlally as follows: )

(a) Any owner who sells a motor vehlcle as scrap,

or to be dismahtled, destroyed or junked, or 2 wrecked

vehicle which ie to be rebuilt, shall assign the

. certlflcate of title thereto to the person to whom the

vehicle is sold, put shall immediately return the
certlflcate of title to the appropriate state motor
vehicle department accompanled by an application for a

certificate of junk whereupon the department shall
)’

/ issue to the person shown as the assignee -a certificate

of junk, which,shall authorize the holder thereof to’

possess, transport, or by endorsement, transfer owner- .

ship in such junked or dlsmantled vehxcle, and the certifi—

cate of title shall be cancelled by Ehe depa:tmeht upon

jts records and no certificate of ritle shall agein be

701

1esued for such motor vehicle in the event it is junked
: - : i '
. serapped, dismantled or destroyed

{»)

IS

In addition to the certificate of title the
g owner of'sucﬁ junked or dismantled vehicle shall also

mrwarﬁ to the department the manufacturer’'s'identifi-

cation number .plat
X e , . .
C P : s, owner's registration card and

$ other ’ P ; i
L oehes proof of ownership, and the registration plates

3 last i . Kol
. issued for such vehicle, unleéess such registration

Copl )
E pates are to be transferred to another vehicle of the

' same owner ‘
: er. In that event, the plates shall be retained

. and ) :
; preserved by the owner for transfer to such other

¢ vehicle.

( 5 . - L
< Waenever a perscr wWio 1s engadgesi i the bus~

:hmss.pﬁ buyigé or selling automobile parts or aguipment,
éorln a business~requiring him to be licensad ae a junk
@aler or any other person ewning a junk vehicle,
‘mundlng a junk vehicle which has been rebuilt, sells

L amotor ; '
j vehicle for use on the public highways for which

Jdcertifi i is
cate of junk is required, such person must apply

1o the g :
% epartment- for-a replacement vehicle identifica-

tiQn el v
t n number & i ; g
: ' and for the issuance of a document e idex.‘xcin

0 i
jP of qf ownership for resale purposes

- . . The application

i
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for issuance of such document must be accompanied by

‘proof of inspection of such vehicle by appropriate

state apthorities to determine that the vehicle is. in’
fact the'vehi;le it purports to be and that it is in
such condition aﬁd repair to render satisfactory and
adequate serviée upon the public highway.

'(d) fhe Epp;opriate étate mocor'vehicle depart-
ment shall maintain a record of certificates of junk
issued and may, after five (5) years fr;m date of
issue, at its diécretion, destroy such records.

2, Proceaures shall be established to provide
for the require&ent of proof of ownership and inspec-
tion of motor“vghicles to be exported, essentially as
followé:

. No person wﬁose business involves the preparation
of the shipping order or dock receipt or bill of lading
or other export pagers for the transportatioﬁ‘by water
or by any other 'means of a motor vehicle outside the
continen?al United s£ates shall prepare such export
papers unless he'receéives from the person senﬁing such

motor vehicle outside the continental United States: a

ln V
dJ_catlng thereon the ldentlflcatlon nun\ber of such

'~ vehiel
e, Upon receéipt of such document, said person

shall g
etermine that the motor vehicle to be transported

i outside the continental United States is ‘the same

‘Qmm Information center, !

The- : :
. bperson who Prepares such @Xport papers chall

qu or ot
her facgimile of such transfer of reglstrat
ion

% other pro
Proof of ownership together with the approprla
te

Shlpplllg order, doc]; Iecelpt blll Of ladlng OI OtheI

¥port paper,
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Senator Bmsrr. Currently the uniform ¢rime reports published by
the FBI contain only meager information about activities against
fences.

Does the Department of Justice recognize the need to provide mor -
realistic, data about criminal receivers in the uniform crime reports

Mr. Maroney: The uniform crime reports do contain data about .
fences, involving receiving property and possession of receiving sto-

len property. It does not break it down into a fencing category. The
FBI, I believe, feels that the only feasible way of maintaining or
getting data specifically dealing with fencing would be by way ofs
survey, rather than just a statistical compilation with respect to

violations of particular statutes.

Senator Brecke. Thank you very much. Your testimony has been |

helpful.
Senator Clark? . ]
Senator CrLarr. Mr. Chairman, just a couple of brief questions.
You mentioned $16 billion or $16.5 billion.

How does that break down, just in general terms to those losses?
Mr. MaronEy. I think—Mr. Culver can correct. me if I am off-bast
here—$1.5 billion is cargo theft. We had a figure of approximately— -
of a little under a billion dollars in automobile theft value. The .

balance would be primarily securities. )
Mr. Curver. Senator, as we understand, this amount was arrived
at by the Department of Commerce, who had made a survey of the
overall nationwide theft, which entered every phase of the busines
commlnity, which would include of course, security thefts, which, &
you recognized, have increased considerably in recent years, almos
doubled, as I understand. This would include thefts in our stores, our ;
businesses, furs and other high-priced items. It would even extendto.
the banking system. It is an overall estimate of theft in every facetof
the Nation’s commerce aswe understand it. :
Senator Crarx. The other question, Mr. Maroney. Has your ofie
taken any new or unique measures in dealing with fencing, tryingts

deal with it more effectively?

Mr, Maroney. I think that the unique thing that we have tried
do is the encouragement of the establishment of nationwide—in eah j
Federal district of the State—Federal law enforcement committeestt: i

concentrate on this area as well as other areas of crime. And the

establishment of the cargo security working groups which are d&- h

signed to bring in representatives of industry. We feel that 1t 5
vitally important in this-area of fencing for- industry to assume}’
good part of the burden of marking their shipments, controlling their
shipments, maintaining a security program with respect to their o
employees, and people who have lawful access. . ;

The best place to cut this back is to cut it off at the source, and ™
think that industry has the primary reponsibility in that regard. W
would like to encourage them to do it. :

Senator Crarg. Thank you, Mr, Chairman. .

Senator BiBLe. Thank you, gentlemen. I very much appljecm“'
your appearance here today. We will feel free to call on you méﬁ;,

future as we develop more and more material and more help in

direction.

s Robert G. Renner and I am the U.S. atto

. g crime.” We would launch an immediate front

e 0e Ja
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I hope specifically we cg;
| . > n help you with the b
3}:& iSc?:gtebznd at the proper time try to talk tg tlﬁal c%:i‘;;lms pgssed
forward'}i’nto mﬂﬁ;gf t’}ll‘i I;Iquse ang urge hirm to try to Ir?(l)lvg tlﬁl;?:
in trying to come to s w126 1S another tool that would be hel;
’ LT(‘IhanLII: You veey ?n %I(;lﬁ)s with this problem, eiptul
T MaroNEy. Thank you ver
Senator Brsrr, Oyr next wi‘tn}e?sg[l lérﬁll be the

district of Minnesota,
Mr. Renner? » Mr. Robert G. Renner.,

u.s. attorney for the

STAT
EMENT OF ROBERT G. RENNER, U.S. ATTORNEY FOR THE
DISTRICT oF MINNESOTA
M 3 < .
. Mr. Renngr. Mr, Chairman, members of the committee, my name

nnesota, an office T have held since August lrgéagr for the dl'st_rict of

nt ;
of 3L nlﬁe:;‘;?jls cc;lu;tsv metropolitan areg surrounding the core citj
municipalit and St. Paul we have many separate but contignors
are not facess;v?g}f}tl;hmt]h 1ts own law enforcement depal‘tg)rllzlll%u%l’i
/ ) e cla, i ; : .
tlOVI’lVaS is found on the eastszlc?&gtr gamized crime echelon-like organiza-
e : ;
JYe are confronted with locally organized gangs and fencin oper-

ations which ver
4 'y often 20
FATIOUS governmont enticice? only be attacked by Joint effort of the

-ursuant to instructions whi ‘ecei
ot ) ich Wwe received. fro
o :sgi!cei{ 1II,l nl: léxte 1972, met with the Attorney :General for th'
sota, Mr. Warren Spannaus, to join in g commo;l3

quest seeking methods of ep;
 Tingorng et Commit(zzg.ne c?ftrol. We formed g Federal-State

We decided that i i
our main function would be to focus on “continu-

nthe metropolitan area, o1 assult on fences

rocCUrlty Was & major considerat;

§ ] ] deration. It was a com T i
policeeiﬁglhtshghat major operators were receiving proteg%(i):n gx:xgrfﬁn
heal affe Ifgslg:gé itlw:as agreed we would work with only a fevs

el ; elt could work within a framework of mutual

: l . I i . I ] . 1 1 !- I f

 menE 1 !
ent lies, for the most part, with autonomous loca] units,

he Attorney Gener
eral, ho