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US Atty Bharara Vows To Keep Up Money-Laundering
Fight

By Kurt Orzeck

Law360, Los Angeles (January 27, 2014, 10:16 PM ET) -- Manhattan U.S. Attorney Preet
Bharara vowed Monday to continue fighting money laundering, telling an audience of
anti-laundering specialists that his office would prosecute more such cases in the wake of
JPMorgan Chase & Co.’s $2.6 billion settlement for allegedly not reporting Bernard
Madoff's Ponzi scheme.

Bharara told attendees at the Association of Certified Anti-Money Laundering Specialists'
Anti-Money Laundering Risk Management Conference in New York that JPMorgan had
"failed miserably" in its obligations under the anti-money laundering provisions of the
Bank Secrecy Act.

The law, under which he brought felony criminal charges against the bank, is a top priority
for the Manhattan U.S. attorney's office, according to Bharara.

"JPMorgan is not going to be the last big case that my office brings in this area, I
can promise that," Bharara said, according to a transcript of his prepared remarks.
"Financial institutions need to take [the BSA] seriously because we are deadly serious
about enforcing it."

JPMorgan agreed earlier this month to pay $2.6 billion and admit that it had failed to
warn law enforcement officials about Bernard L. Madoff's $65 billion Ponzi scheme, in a
series of settlements with the U.S. government and the trustee liquidating Madoff's
investment firm.

Federal prosecutors accused the bank of ignoring red flags, allowing suspicious
transactions through Madoff's account for years and saving itself more than $275 million
before authorities learned of the Ponzi scheme.

According to Bharara's office and the New York office of the FBI, JPMorgan admitted to
conduct that constitutes violations of the BSA, including "failure to maintain an effective
anti-money laundering program" and "failure to file a suspicious activity report," and
agreed to reform its anti-money laundering policies in a deferred prosecution agreement.
However, no individual JPMorgan employees were charged.

JPMorgan said it would pay $1.7 billion in a settlement with Bharara's office — the largest
ever forfeiture from a bank, the biggest penalty ever imposed by the U.S. Department of
Justice under the BSA, and the second-largest forfeiture ever for any institution or
individual, Bharara said Monday. All of the settlement money is going to Madoff's victims.

"This was an aggressive action to take against the nation's largest bank," he said. "But it
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was appropriately aggressive."

Responding to critics claiming that criminal cases should only be prosecuted against
individuals, not banks, Bharara replied that blameworthy institutions should be held
accountable as well, especially over money-laundering allegations.

He added that major institutions — such as SAC Capital Advisors LP, which in November
agreed to plead guilty to criminal fraud charges and pay $1.2 billion to settle allegations
of rampant insider trading at the hedge fund, and Bank of America Corp., which in
October lost the first-ever jury verdict against a bank for fraud relating to mortgage sales
— were not "too big to jail."

"Anyone who blithely opines that there is no deterrent — or other — value in holding
institutions, as well as individuals, accountable is just plain wrong," Bharara said. "It
makes a difference, and we have seen it make a difference."

Bharara also said administrators and exchangers of virtual currencies such as Bitcoins
must comply with the same BSA reporting requirements, like maintaining strong anti-
money laundering programs and reporting suspicious activities, as those that deal with
traditional currencies.

He noted that, in October, his office had arrested Ross William Ulbricht, the alleged
owner of $1.2 billion online contraband marketplace Silk Road, and brought a civil suit
that resulted in the forfeiture of nearly $30 million in Bitcoins, a record seizure of virtual
currency.

Similarly, the Manhattan U.S. attorney's office on Monday charged Robert Faiella and
Charlie Shrem with engaging in a money-laundering conspiracy to sell more than $1
million in Bitcoins to individuals they allegedly knew were using the currency to buy and
sell illegal drugs on Silk Road.

He said the criminal case is believed to be the first one ever involving violations of the
BSA by Bitcoin exchangers.

"We will aggressively pursue those who would co-opt new forms of currency for illicit
purposes," he said.

To emphasize the critical role the Manhattan U.S. attorney's office has played in
recovering more than $7 billion in money-laundering actions since 2012, Bharara said he
had announced earlier in the day that the Criminal Division's Asset Forfeiture Unit would
be renamed the Money Laundering and Asset Forfeiture Unit.

--Additional reporting by Evan Weinberger and Richard Vanderford. Editing by Elizabeth
Bowen.
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