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2003 SENATE STANDING COMMITTEE MINUTES
3 BILL/RESOLUTION NO. SB2268
Senate Judiciary Committee
| Q Conference Committee
Hearing Date: February 4, 2003
Tape Number Side A Side B Meter #
2 X 51.0 - End
3 X 0.0-5.3 |

Committee Clerk Signature Y2 X Mﬂe ;

Minutes: Senator John T. Traynor, Chairman, called t&neeting to order. . Sen, Traynor

requested meeting starts with testimony on the bill,

O

Testimony in support of SB 2268
Sen. Dever introduced the bill,

Mr Russ F{anson - Introduced SB 2268 and Frank Muscato

| Fran Muscato - Special Investigations Retail Theft Read Attachment #1

1 Senator Thomus L, Trenbeath asked if this type of legislation common in any other state? Mr.
Muscato replied that 18 other states have adopted this legislation, He spoke of how states were

loosing criminal law suits due to U.P.C. code changing and the inability to charge the criminal

due to the law stating “price switching”
Testimony in opposition of SB 2268:
None,

™

\ ) Testimony neutral to SB 2061:
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Page 2

Senate Judiciary Committee
Bill/Resolution Number SB 2268
Hearing Date February 4, 2003

None

Sen, Trenbeath moved a DO PASS. Senator Dick Dever second the motion.
Roll Call Vote: 5 Yes. 0 No. 1 Absent

Motion carried,

Carrier: Senator Dick Dever
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m Date: February 4, 2003
| Roll Call Vote #: 1

2003 SENATE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTION NO. SB 2268

Senate JUDICIARY Committee
é Check here for Conference Committee
Legislative Council Amendment Number
Action Taken DO PASS
Motion Made By  Senator Thomas L. Seconded By Sen. Dever
Trenbeath
Senators Yes | No Senators Yes | No
Sen. John T, Traynor - Chairman X Sen, Dennis Bercier X
Sen. Stanley, Lyson - Vice Chair X Sen. Carolyn Nelson A A
Sen. Dick Dever X
70 Sen, Thomas L. Trenbeath X
| |
| |
| Total  (Yes)  FIVE (5) No ZERO (0) |
| Absent _ONE(1)
Floor Assignment SEN, DEVER
If the vote is on an amendment, briefly indicate intent;
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REPORT OF STANDING COMMITTEE (410) Module No: SR-21-1599
February 4, 2003 12:17 p.m.

Carrler: Dever
insert LC:. Title: .

m REPORT OF STANDING COMMITTEE
e SB 2268: Judiclary Committes

(Sen. Traynor, Chairman) recommends DO PASS
(6 YEAS, 0 NAYS, 1 ABSENT AND NOT VOTING),

SB 2268 was placed on the
Eleventh order on the calendar,
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2003 HOUSE STANDING COMMITTEE MINUTES

BILL/RESOLUTION NO. SB 2268
House Judiciary Committee

% Q Conference Committee

Hearing Date 3-11-03

Tape Number Side A Side B Meter #
1 XX 0-7.5 & 42.6-44.2

Committee Clerk Signature (CMMWQ’Z/

Minutes: 13 members present.

{/‘\ Chairman DeKrey: We will open the hearing on SB 2268,

e
Sen. Dick Dever: Introduced the bill,
Rep, Klemin: On lines 11-13, there is a definition of “universal bar code for purposes of this

section...”etc, However, I don’t find the term “universal bar code” used in that section anywhere,

} I see the term “universal product code” used, do we need to amend to say “universal product
code” instead of “universal bar code”. It doesn’t do much good to have a defined term that is
only good for this section if we don’t use the term anywhere.

4 Sen, Dever; If that is necessary, that would be fine.

? Chairman DeKrey: Thank you,

Frank Muscato, National Investigator, Wal-"1art: Support (see attached testimony).

Chalrman DeKrey: So this bill makes it a Class A misdemeanor if you switch UPC codes,

- Mr. Muscato: Yes.
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§ Page 2
House Judiclary Committee
Bill/Resotution Number SB 2268 ‘ 1

m Hearing Date 3-11-03
' Rep.Xlemin: Do we need to amend this bill to fix the terminology on line 11.

Mr. Muscato: Yes, that will need to be fixed.
Chairman DeKrey: Thank you. Further testimony in support. Testimony in opposition. We

will close the hearing.

(Reopened later in the same gession)

Chairman DeKrev: ‘What are the committee’s wishes in regard to SB 2268,
Rep. Delmore: 1move the amendment proposed by Rep. Klemin, changing “bar” to “product”

in line 11.

Rep. Msragos: Seconded.
Voice vote: Carried.

r/"\ Rep. Delmore: Imovea Do Pass as Amended.
! " Rep.Maragos: Seconded.
4 13 YES 0 NO 0 ABSENT DO PASS ASAMENDED  CARRIER: Rep. Galvin
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House Amendments to SB 2268 - Judiclary Committee 03/11/2003
Page 1, line 11, replace “bar* with *product*
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2003 HOUSE STANDING COMMITTEE ROLL CALL VOTES
BILL/RESOLUTIONNO. 12/ §

House Judiciary Committee

Check here for Conference Committee

| Legislative Council Amendment Number 30573 00| . 8200

Action Taken D P ﬂ/_) W

Motion Made By M‘ ‘\O W Seconded By W ' ma’La'W

Representatives
Rep. Delmore
Rep. Eckre
Rep. Onstad

"
2

Representatives
| Chairman DeKrey

| Vice Chairman Maragos
Rep. Bernstein

NN N

a3
A
s

Rep. Klemin
Rep. Kretschmar
Rep. Wrangham

\\

|
} Rep. Kingsbury
|
!
?

Totd (Ye) '~ [P No O

Absent %
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REPORT OF STANDING COMMITTEE (410) Module No: HR-43-4497
March 11, 2003 3:38 p.m. Carrier: Galvin

Insert LC: 30573.0101 Thtle: .0200

m REPORT OF STANDING COMMITTEE

SB 2268: Judiolary Committee (Rep. DeKrey, Chalrman) recommends AMENDMENTS AS
FOLLOWS and when so amended, recommends DO PASS (13 YEAS, 0 NAYS,
Oll\BSéENT AND NOT VOTING). SB 2268 was placed on the Sixth order on the
calendar.

Pagw 1, line 11, replace "bar* with “product®
Renumber accordingly

(2) DESK, (3} COMM Page No, 1 HR-43:4497

T s it o L b b e L 1 i T e b T ,;'i_"~-:‘ S
i R P S L AR N V) Py EIaN 'ﬁ‘l‘i‘&iﬂéfi‘h‘ (}(,l{:m.;,g,;;{,gmb‘t %ﬁ@(ﬂﬁjﬁ}!g\éwﬁﬁ*&m

- (ANSI) for archival microffim, NOTICE:

£1imd. .
Goomine bee wc&& kg:‘b% \D\&l\%ﬁ
when o ' rator’s Stgnature - -




g _
Fely ."' j
s ‘
' . ‘A
“", ‘ “;J {
N ' f i
‘ |
1
. ‘ y
. i
.
i
R
‘ o
. b
!
, X
L"
i
i !
K
,
.
' v o
L 2003 TESTIMONY @ R \
: ) ) o s 3
BB 2268 o
; . . 1
' 1"
I ’ ) . .
o ' < { » i
: ta
3 A Al '
ik ' ' -
< 0
v ! “ . ‘}
' 4 i
) L
/‘“
‘
V-‘ \
o “.‘
[ y . ‘ 2 N
f
»
™

the micrographic images on this film are socurate reproductions of records del{vered to Modern Information Systems for microfiiming and
were filmed in the regular course of business. The photographic process meets standards of the American National Standards Institute
{ANSI) fotr;.arohh'/r'lmgﬂoroﬂtm. NOTICES 1If the filmed {mage sbove is less legible than this Notice, it is due to the aquality of the
document being ¢ .

€

* Oparator’s gignature

o oo pmmes

H ik



! FEB-01-03 SAT 11:14 AM  WALMART GOV'T RELATIONS  FAX NO. 5012772473

T

3 l

\ Bogus Receipts Legislation
5B 2243 Testimony
By Frank Muscato

Honorable Chair and Mombers of the Commitiee:

My name is Frank Muscato and I currently work in special investigations regarding retail
theft and the sale of stolon merchandise. I wotk closely with several retail organizations,
a8 well federal, state, and local law cnforcement officials all acrass the country. My
purpose herc today is to give you some background on this issuc and to oxpress my

concem with fraudulent receipts and UPC codes and the cffcet it has on the retail industry

and consumers,

Retail theft hag become highly sophisticated and very profitable. The FBI estimates there
was over $26 Billion lost to retail theft in 1997, This oxcludos internal theft and vendor
errors, We estimate it costs consumers 2 cents on cvery dollar to cover retail theft, The
FBI estimates 4 cents on every dollar to cover retail theft, Losses are passed on to the

consumer beeauso if rotail absorbed thoso losses, thoy would boe out of business,

One of the major concerns with department type retail stores is the production and use of
bogus fraudulent recoipts and UPC codes. Retailers have spent millions of dollars coding
retail-receipt paper and transaction numbers, With the new computer age, it is becoming
casier and ecasior for professional retafl boosters to duplicote these receipts and UPC

codes, An important pait of the bill are the words “with the intent to cheat or defraud®,
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Yhe micrographic tmages on this f{lm are

Methods Used to Commit These Crimes:

Example: A rctail booster will enter a retail establishment with a bogus UPC labol that
will scan as a sewing kit at $12. Thcey will place the bogus UPC label over the top of the
valid UPC label on a $300 serger sewing machine. Thoy will mark that item and leave
the store, A second person will come into the store and pick up that item. They will then
select @ few other inexpensive items and go to tho rogister to checkout. The cashier will
soan theso items, The total the booster pays will be approximately $15-830, when in fact
they have purchased over $300 in morchandise. Thoy will then proceed to the next retail

cstablishment.  After removing tho counterfeit UCP label from the serger sewing
machine, they will present a bogus receipt and receive a refund for the full cost of the

merchandise. They have spent $15-30 and have effectively stolen $300 using bogus UPC

Tabels and fraudulent receipts.

Another exumple of this type crimo is retail boosters will enter a rotail stote and steal
small, high ticket items, such as computor componoents that sell for $60-$70, They will
stoal scveral of theso at one iime, using each other 10 cover during the theft. Thoy will
thon po to another retail store that carrios the same ftems, and using bogus receipts, which
they have manuvfactured or had manufactured for them, refund these itoms. This typo

thoft has no investmoent and a very high rotum.
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The micrographic fmages on this fiim are accurate reproductions

We recently worked a casc in Indiana on a group of boosters and bogus reccipt rofundors.
Tho hoad of this group worked as u night custodisn at a large university in Midwestemn
Indiana, He used the University’s computers and copicrs to make counterfeit receipts for
high-ticket computer components, Aftor recolving informatior on this group from an
informant, along with the Indiana Statc Police, we conductied surveillance and followed
this group through‘ tho stato. During the surveillance, we obsorved this group commit
felony thefts at four Wal-Mart storcs. Shortly aftor cach of these thefls, we witnessed the
group refund the items with fraudulent receipts at five Wal-Mart stores before an airest
was initisted. Law enforcement found over 40 bogus rcceipts in thelr vehicle, along with
mcthamphetamine with street value over $20,000. These boosters were committing these
ctimes to support their methamphetamine drug habits. This group called their activitics
looping. A small loop would be Indiana, Ken‘tucky and Ohio. A large loop was Indiana,
Ilinois, Minnesota, Nebraska, Jowa, Missouri, Illinois, Indiana, Ohio, Michigan and back

home to Indiana, Those subjects had prior records fot retail theft and are presently

serving time in the Indiana penitentiary.

In January of 1999 one of the Jarger groups which dues bogus receipt returns and UPC
switches was shut down in Des Moincs, lowa. This group travcled the entire United
States committing these crimes. When warrants were executed on their residences last
month, tho FBY and Des Moines Police recovered rolls of Wal-Mart recelpt paper, bogus
UPC's and bogus receipts.  They also recoverod a significant amount of

mothamphelamine, This group would do shott runs where they would hit stores through
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Jowa, Nebraska, Kunsas, Missouri, llinois and back to Des Moines, Iowa. This was

called a short run.

We worked a group out of Orlando, Florida where tho head of this group sold kits of
UPC's and bogus receipts. He sold a kit for $2000 that contained bogus UPC's and
roecolpts for $10,000. He made tho bogus receipts for whatover state or states the person

buying the kit dosired, Once wo got close to this individual, he fled the area, and we now

belleve he is oporating in Nevada,

Conclusion:

e \ Retailers are oxperiencing some of the highest losses in the last few years because of

UPC switches and bogus receipt returns. With the passage of this bill, retailers and law

enforcement will have a tool to reduce these huge losses. Consumers will benefit from

this bill. Keep in mind that over 2 cents of each dollar a consumer spends is to cover
losscs from theft. As more and more states around us pass deceptive practices legislation,
this stato could become a dumping ground for bogus UPC labels and fraudulent receipt

returns, 1 would hate to see that happen. There is & federal law called “Violation of

Federal Access Codo” that is enforced by Sceret Service. Under this law, a person who
has possession of 15 or more bogus UPC labels or possesses a device that manufaciuros

UPC labels, would be in violation of a felony under the federal system,
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Begus Receipts Legislation
Testimony

By Frank Muscato

Honorable Chair and Members of the Committee:

My name is Frank Muscato and | currently work in special invesﬁgations regarding retail
theft and the sale of stolen merchandise. I work closely with several retail organizations,
as well federal, state, and local law enforcement officials all across the country. My
purpose here today is to give you some background on this issue and to express my
concern with fraudulent receipts and UPC codes and the effect it has on the retail industry

and consumers,

Retail theft has become highly sophisticated and very profitable, The FBI estimates there
was over $26 Billion lost to retail theft in 1997. This excludes internal theft and vendor
errors. We estimate it costs consumers 2 cents on every dollar to cover retail theft. The
FBI estimates 4 cents on every dollar to cover retail theft. Losses are passed on to the

consumer because if retail absorbed those losses, they would be out of business.

One of the major concerns with department type retail stores is the production and use of
bogus fraudulent receipts and UPC codes. Retailers have spent millions of dollars coding
retail-receipt paper and transaction numbers. With the new computer age, it is becoming
easier and easier for professional retail boosters to duplicate these receipts and UPC

codes. An important part of the bill are the words “with the intent to cheat or defraud”.
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Methods Used to Commit These Crimes:

Example: A retail booster will enter a retail establishment with a bogus UPC label that
will scan as a sewing kit at $12, They will place the bogus UPC label over the top of the
valid UPC label on a $300 serger sewing machine. They will mark that item and leave
the store. A second person will come into the store and pick up that item. They will then
select a few other inexpensive items and go to the register to checkout, The cashier will
scan these items. The total the booster pays will be approximately $15-$30, when in fact
they have purchased over $300 in merchandise. They will then proceed to the next retail
establishment. After removing the counterfeit UCP label from the serger sewing ,
machine, they will present a bogus receipt and receive a refund for the full cost of the

merchandise, They have spent $15-30 and have effectively stolen $300 using bogus UPC

labels and fraudulent receipts.

* Another example of this type crime is retail boosters will enter a retail store and steal
small, high ticket items, such as computer components that sell for $60-§70. They will
steal several of these at one time, using each other to cover during the theft, They will (

then go to another retail store that carries the same items, and using bogus receipts, which

they have manufactured or had manufactured for them, refund these items. This type

theft has no investment and a very high return, |

Recent Cases:

LJ

YU Al Ny

the micrographic {mages on this f{lm are accurate reproductions of records detfvered to Modern Information Systems for microfiiming and

’ ‘ [
L1 were filmed §n the reguler course of business. The photographic process meets standards of the American Nat{onal Standards Institute J
L " (ANSI) for archival mroﬂ(m. NOTICE: 1f the f“mg‘d im;:habovp: fs less legible than this Notice, it fs due to the quality of the !

dooument being f1imed.
' * Dperator’s $ignature = - "Date

' | | | | QJ
)




a.z'ﬁg
y

We recently worked a case in Indiana on a group of boosters and bogus receipt refunders.

)

The head of this group worked as a night custodian at a large university in Midwestern
Indiana. He used the University’s computers and copiers to make counterfeit receipts for
high-ticket computer components, After receiving information on this group from an
informant, along with the Indiana State Police, we conducted surveillance and followed
this group through the state. During the surveillance, we observed this group commit
felony thefts at four Wal-Mart stores. Shortly after each of these thefts, we witnessed the I
group refund the items with fraudulent receipts at five Wal-Mart stores before an arrest j
was initiated, Law enforcement found over 40 bogus receipts in their vehicle, along with
methamphetamine with street value over $20,000. These boosters were committing these
crimes to support their methamphetamine drug habits. This group called their activities

o~ looping. A small loop would be Indiana, Kentucky and Ohio. A large loop was Indiana,

; Illinois, Minnesota, Nebraska, Iowa, Missouri, Illinois, Indiana, Ohio, Michigan and back

home to Indiana, These subjects had prior records for retail theft and are presently

serving time in the Indiana penitentiary.

In January of 1999 one of the larger groups which does bogus receipt returns and UPC
switches was shut down in Des Moines, lowa. This group traveled the entire United
States committing these crimes. When warrants were executed on their residences last
month, the FBI and Des Moines Police recoveted rolls of Wal-Mart receipt paper, bogus

UPC's and bogus receipts.  They also recovered a significant amount of

methamphetamine. This group would do short runs where they would hit stores through
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Idwa, Minnesota, North Dakota, South Dakota, Nebraska, Kansas, and back to Des

Moines, lowa, This was called a short run.

We worked a group out of Orlando, Florida where the head of this group sold kits of
UPC's and bogus receipts, He sold a kit for $2000 that contained bogus UPC's and
receipts for $10,000. He made the bogus receipts for whatever state or states the person
buying the kit desired. Once we got close to this individual, he fled the area, and we now

believe he is operating in Nevada.

Conclusion;

Retailers are experiencing some of the highest losses in the last few years because of
UPC switches and bogus receipt returns, With the passage of this bill, retailers and law
enforcement will have a tool to reduce these huge losses. Consumers will benefit from
this bill, Keep in mind that over 2 cents of each dollar a consumer spends is to cover
losses from theft. As more and more states around us pass deceptive practices legislation,
this state could become a dumping ground for bogus UPC labels and fraudulent receipt
returns. [ would hate to see that happen. There is a federal law called “Violation of
Federal Access Code” that is enforced by Secret Service. Under this law, a person who
has possession of 15 or more bogus UPC labels or possesses a device that manufactures

UPC labels, would be in violation of a felony under the federal system.
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THIS IS AN EXCERPT FROM THE INTERSTATE FENCING STRATEGIC INITIATIVE

CONFERENCE, FEBRUARY 1997,

“The retail industry representatives indicated that U.S. grocery chains work
approximately ten months out of the year to support their losses due to theft. The last two
months of annual sales go toward corporate profit. The drug and discount industry works

six months out of the year to support their losses from theft,

To further illustrate this, according to the FBI account, in the past five years, 50% of the
retail businesses in the U.S, have gone out of business. The main cause of these store
closings is “shrinkage” (theft and fraud)., The retail industry representatives estimated
that in the next five years, another 50% of the remaining U.S.-owned retail chains would
go out of business because of theft, The retail industry provides millions of jobs to
Americans and provides a significant portion of U.S. tax revenue. With the loss of these
companies, the effect on the American economy is disastrous. The overall retail industry
in the U.S. accounted for $2.2 trillion in sales in 1995. Of that amount, the retail drug
stores, food/drug grocery stores, and large discount chains represented $787 billion in
sales, or approximately 64% of the overall retail industry. Retail representatives
conservatively estimate that grocery, drug and discount chains suffered
approximately 4% in losses due to theft in 1996, Based upon those figures, these retail

businesses experienced $31.5 billion in losses due to theft in 1995.”

Thank you for your time. [ will be happy to answer any questions you may have.
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