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| MPROVEMENTS KNOWN AS 352 NORTHUP
STREET, LOCATED IN THE CI TY OF
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DECI SI ON AND ORDER

RONALD R LAGUEUX, Chief Judge.

This case is before the Court for decision follow ng a bench
trial. Plaintiff United States of America ("United States")
seeks the forfeiture pursuant to 21 U . S.C. § 881(a)(6) of
defendant real estate |ocated at 352 Northup Street in Cranston,
Rhode Island (the "Property"). The United States all eges that
the Property was purchased with the cash proceeds of illegal
narcotics transacti ons conducted by Charl es Kennedy, Jr.
("Kennedy Jr."), who is currently serving a fifteen year sentence
for narcotics trafficking inposed by this Court. Challenging the
forfeiture is claimnt Bellevue Linousine Service, Inc.

("Bell evue"), a Rhode Island corporation controlled by Charles
Kennedy, Sr. ("Kennedy Sr."), the father of Kennedy Jr. Kennedy
Sr. counters that he purchased the Property on behalf of Bellevue
with "clean"” noney unconnected to his son’s drug dealing. For
the reasons detail ed below, the Court concludes that the Property

is subject to forfeiture to the United States but that claimant



has an untainted interest therein.
|. Standard of Law for Bench Trials

Pursuant to Federal Rule of Civil Procedure 52(a), this
Court may enter judgnent followng a trial without a jury. See
Fed. R Cv. P. 52(a). |In crafting a decision follow ng a bench
trial, the Court "shall find the facts specially and state
separately its conclusions of law thereon.”™ [d. It is within
the purview of the trial court to weigh the credibility of
wi tnesses for the purpose of making findings of fact. See id.;

United States v. $36,634, 103 F.3d 1048, 1054-55 (1st GCr. 1997)

(finding in a probable cause determ nation that a claimnt’s
expl anati on was not believable).
1. The Federal Law of Forfeiture

Federal statutes provide for the civil forfeiture to the
United States governnent of property exchanged, or intended to be
exchanged, for illegal narcotics. See 21 U S.C. § 881(a). The
subsection of this statute relevant to this proceedi ng provides
t hat :

(a) The follow ng shall be subject to forfeiture to the
United States and no property right shall exist in them

(6) Al noneys, negotiable instrunents, securities, or
ot her things of value furnished or intended to be

furni shed by any person in exchange for a controlled
substance or listed chemcal in violation of this
subchapter, all proceeds traceable to such an exchange,
and all noneys, negotiable instrunments, and securities
used or intended to be used to facilitate any violation
of this subchapter

Id. 8 881(a)(6). Real property nmay constitute proceeds and
therefore be forfeited under 8 881(a)(6). See United States v.




Parcels of Land, 903 F.2d 36, 48 (1st G r. 1990).

The forfeiture statute instructs that the burdens of proof
in these actions are governed by 19 U S.C. § 1615, the statute
allowing for forfeiture of property for custons violations. See
21 U.S.C. 8 881(d). The governnent bears the initial burden of
denonstrating probabl e cause to believe the property at issue may
be forfeited. See 19 U S.C. § 1615; $36,634, 103 F.3d at 1052.
The United States Court of Appeals for the First Crcuit has
expl ai ned that the governnent nust establish "the existence of
probabl e cause to believe that the property had the requisite

nexus to a specified illegal purpose." United States v. $68, 000,

927 F.2d 30, 32 (1st G r. 1991). The government has satisfied
this standard when it has shown that there is probable cause to
believe that the property represented the proceeds of an illegal

narcotics transaction. See $36,634, 103 F.3d at 1053.

Significantly, although the governnent nust establish a nexus
bet ween the property and sone illegal narcotics transactions, it
need not |ink the property to any particular transaction. See

United States v. 255 Broadway, 9 F.3d 1000, 1004 (1st Cir. 1993).

Furt her nor e, ‘the governnent’s evidence need not exclude ot her
pl ausi bl e hypot heses of the source of the noney.” " United

States v. One Parcel of Real Property, 921 F.2d 370, 377 (1st

Cir. 1990) (quoting United States v. $250, 000, 808 F.2d 895, 899

(1st Cr. 1987)).
Al t hough each fact presented to the court in a probable

cause proceedi ng nmust be weighed for probity, the final probable



cause determ nation nmust be reached by considering the totality
of the facts before the court, not by exam ning specific facts

out of context. See United States v. $250,000, 808 F.2d 895, 899

(1st Cir. 1987) (explaining that courts nust viewthe

‘aggregate’ of the facts™). |In this Crcuit, probable cause

"requires nore than ‘nere suspicion,’” but less than ‘prinma facie

proof.’ " $36,634, 103 F.3d at 1054 (quoting 255 Broadway, 9
F.3d at 1004). 1In essence, the court’s task is to search for a

"reasonabl e ground” for believing that the property is linked to
illegal narcotics transactions. |d.

Every probabl e cause inquiry is unique because of the nyriad
of factual scenarios upon which forfeiture cases are based.
Precedent in this area of the law, therefore, is |less inportant
t han application of sound principles and conmon sense. See 255
Broadway, 9 F.3d at 1004 (" ‘[B]ecause there are so many
vari ables in the probabl e cause equation, probable cause findings

are not invariably bound by precedent.’” ") (quoting United States

v. Maquire, 918 F.2d 254, 258 (1st Cir. 1990)); One Parcel of

Real Property, 921 F.2d at 376 (applying "comon sense,”

"reason,” and "comon experience considerations” to the probable
cause inquiry). Furthernore, probable cause may be based on any
reliabl e evidence, including circunstantial evidence, as well as

evi dence that would be inadm ssible at trial. See Parcels of

Land, 903 F.2d at 38.
| f the governnent is successful in denonstrating probable

cause, the burden of proof shifts to the clainmant to prove by a



preponderance of the evidence that the subject property should

not be forfeited. See United States v. 28 Enery St., 914 F.2d 1

3 (1st Cr. 1990). The claimnt mnmust "establish that sone or al
of the property is not traceable as proceeds froman ill egal

exchange of controll ed substances.” One Parcel of Real Property,

921 F.2d at 375.

A claimant who fails to prove that the property is not the
proceeds of illegal narcotics transactions may have recourse to a
second defense. The forfeiture statute contains an "innocent
owner defense"” providing that "no property shall be forfeited
under this paragraph, to the extent of the interest of an owner,
by reason of any act or om ssion established by that owner to
have been committed or omtted without the know edge or consent
of that owner."™ 21 U S.C. 8§ 881(a)(6). Therefore, a claimnt
may be able to preserve an interest in the property if that
cl ai mant denonstrates both an ownership interest in the property

and ignorance of the property’s tainted past. See United States

V. 92 Buena Vista Ave., 507 U. S. 111, 123 (1993); United States

v. 170 Westfield Drive, __ F. Supp.2d __, 1999 W 14256, at *5

(D.RI. Jan. 11, 1999). Opportunities to successfully invoke

this provision, however, are uncomon. See United States v.

20832 Big Rock Drive, 51 F.3d 1402, 1410 (9th Gr. 1995) ("The

i nnocent owner exclusion fromforfeiture comes into play only in
those situations, admttedly rare, where a purchaser uses drug
nmoney to buy an asset, or an interest in an asset, wthout

knowi ng the illegal source of the noney. The clearest exanple of



this would be a gift . . . .").

Even if the governnment is successful in establishing
probabl e cause and the claimant fails to rebut that finding, the
government may only be entitled to a portion of the property.
"[Aln entire defendant property is not forfeitable on a nere
showi ng that there is probable cause to believe that a portion of
the property is traceable as proceeds from an exchange of

control |l ed substances.” One Parcel of Real Property, 921 F.2d at

375. Rather, the governnment is entitled only to that portion of
the property which it can denonstrate was acquired with tainted

funds. See United States v. Pole No. 3272, Hopkinton, 852 F.2d

636, 639-40 (1st Cir. 1988); 170 Westfield Drive, _ F. Supp.2d

_, 1999 W 14256, at *8 (D.R 1. Jan. 11, 1999). It is the duty
of the court to determ ne "the respective interests of the
government and the clainmant to the cash proceeds that result[]

fromthe sale of the forfeited assets.” United States v. One

1980 Rolls Royce, 905 F.2d 89, 92 (5th Gr. 1990); see One Parcel

of Real Property, 921 F.2d at 377.

I11. Findings of Fact

This Court has carefully reviewed the evidence presented by
the parties during the three day bench trial and makes the
followi ng findings of fact based on those subni ssions.

At the heart of this forfeiture action is the tale of
Kennedy Jr.’s crimnal narcotics operation. |In 1997, this Court
sentenced Kennedy Jr. to fifteen years inprisonnent on his

convictions for conducting a continuing crimnal enterprise,



conspiracy to distribute controll ed substances, and noney

| aundering. These convictions were the result of federal |aw
enforcenment investigations that dated back to the 1980s.
Uncovered by the investigators was a crimnal organization,
headed by Kennedy Jr., that included suppliers, brokers, and
couriers who transported marijuana and cocaine from California,
Mexi co, and Florida to Kennedy Jr.’s East G eenw ch, Rhode Island
home. It is undisputed that the activities of this crimnal ring
were planned and directed by Kennedy Jr.

Kennedy Jr. and his cohorts enpl oyed several couriers to
ferry cash and narcotics across the country, visiting cities such
as Los Angeles and M am, where whol esal e drug purchases were
made. Anpong those enployed in such a capacity were Kenneth
Manoori an and Kennedy Jr.’s one-tinme girlfriend Laurie Ann
Brodeur. Several associates al so assisted Kennedy Jr. in
acquiring illegal narcotics. One of these was Rodrigo Espinosa,
who served as a broker in various drug transactions. 1In the
early 1990s, Espinosa lived in Quebec City, Canada and served as
one of Kennedy Jr.’s nost inportant links to narcotics suppliers.
Over several years, Espinosa was able to broker kil o-weight
anounts of marijuana and cocai ne for Kennedy Jr.

Agai nst this backdrop of narcotics trafficking by Kennedy
Jr., the governnent presents the action sub judice to forfeit
real property located at 352 Northup Street, Cranston, Rhode
| sl and owned by Bell evue. Bellevue, a |inpusine service, is

owned by Kennedy Jr.’s father, nother, and brother. Kennedy Sr.



is the principal of the corporation and controls sixty-percent of
its equity shares. The United States contends that the Property
was purchased by Kennedy Sr. with the proceeds of his son’s
illegal narcotics operations and, therefore, is forfeitable under
21 U.S.C. § 881(a)(6).

Kennedy Sr. purchased the Property on Novenber 26, 1994 for
$23, 687. 46 from Genevi eve Park, an elderly woman who resided in
t he hone and was planning to nove into a long-termcare facility.
Kennedy Sr. paid the full purchase price that day in severa
suns. He placed a $1,000 deposit in cash on the Property early
in the day. Later, at the closing, he paid Park $8,687.46. O
t hat amount, $8,000 was paid in the formof two bank checks for
$4, 000 each, both originally payable to Rodrigo Espinosa. The
remai ni ng $687.46 was paid in cash. The final portion of the
sale price, $14,000, was paid outside of the closing on that sane
day, also in cash. Follow ng the purchase, Kennedy Sr., with the
hel p of several others, rehabilitated the Property over the
course of six nmonths, investing, by his estimte, $15,000 into
the project in tine and materi al s.

Because this Court, in determ ning whether the Property is
linked to drug proceeds, nust apply a totality of the
ci rcunst ances test, the broader context of the relationship
bet ween Kennedy Sr. and his son is inportant as a reference point
in evaluating their conduct at issue in this case. There is
substantial evidence of a pattern of behavior between the father

and son ai ned at concealing the financial dealings of Kennedy Jr.



Kennedy Sr. was, in effect, a financial broker for his son,
taking |l arge suns of cash from Kennedy Jr. and using those suns
to purchase bank checks for his son’s use. Kennedy Sr. also

pl ayed the part of his son’s front man, placing his own nane on
the records of sale for expensive itens that his son was, in
fact, purchasing for hinself. The record includes several
exanpl es of such conduct.

In 1984, Kennedy Jr. purchased a hone in East G eenw ch,
Rhode Island for $140,000. According to several w tnesses, the
nmoney used for the purchase was Kennedy Jr.’s and it was Kennedy
Jr. who actually lived in the house. However, the deed was
pl aced in the nane of Kennedy Sr. The seller provided sone
financing for the house and $89, 000 of the purchase price was
paid at the closing in the formof nine bank checks issued from
ei ght different banks. Using Kennedy Sr.’s nane on the deed was
part of a strategy devised by the Kennedys to conceal the origins
of the funds used to purchase the property, according to Patricia
Mandi | e, Kennedy Jr.’s fornmer wife who was part of the schene and
who attended neetings where the strategy was di scussed by the
father and son. The famly, including the father, his wife, the
son, and his wife, decided that Kennedy Jr. would provide suns of
cash in anobunts of approximately $9,000 to the others who woul d
pur chase bank checks to be used at the closing. Their purpose in
usi ng sunms of $9, 000, according to Mandile, was to avoid the
Treasury Departnent’s Currency Transacti on Report system which

requires banks to informthe federal governnment of cash



transactions involving at |east $10,000. On the stand, Kennedy
Sr. had no explanation for this unusual arrangenent. He had to
offer only a nmeek, and rather unbelievable, "I never asked why."

Kennedy Sr. allowed his son to use his name to conceal the
true ownership of other expensive assets. |In 1994, Kennedy Sr.
signed a | ease agreenent and a credit application for a $75, 000
Mercedes car with a |local car dealer. However, Kennedy Sr.
acknow edged at trial that the | ease was negotiated by his son,
that his son made the | ease paynents, and that the car was used
by his son exclusively. Wen questioned why the two had
structured the | ease with Kennedy Sr. as the nom nal | essee when
bot h knew t hat Kennedy Sr. woul d have no ot her connection to the
expensi ve vehicle, the father again responded with a canned "
never asked why."

In addition to evidence that Kennedy Sr. held as nom nal
owner a $29,000 Chevy truck actually purchased and used by his
son and a second lot of real property in East G eenw ch, val ued
at $90, 000, actually purchased by his son, there is evidence that
even smal l er financial transactions were conducted by Kennedy Jr.
through his father. During a search of Kennedy Jr.’s hone,

i nvestigators found credit cards belonging to Kennedy Sr. Al ong
wi th account statenents, investigators discovered origina
transaction slips that indicate that Kennedy Jr. used the cards
regularly. Among his purchases were charges for car rentals and
hotel accommodations in California and Medellin, Col unbia.

Furthernore, Kennedy Sr.’s pattern of facilitating his son’s

10



financial transactions included the conversion of |arge suns of
Kennedy Jr.’s cash into bank checks. For exanple, in Decenber
1994, according to bank records and the testinmony of Kennedy Sr.
hi msel f, Kennedy Jr. gave his father $6,000 in cash. Kennedy Sr.
deposited the noney in his credit union account and i mmedi ately
wi t hdrew that sanme amount in the formof a bank check payable to
Kennet h Manoorian, a crimnal associate of Kennedy Jr. and | ater
a co-defendant in Kennedy Jr.’s crimnal proceedings. Again, at
trial Kennedy Sr. clainmed that he never asked why his son nade
such requests of him Simlar conversions of Kennedy Jr.’s cash
into bank checks were effected by the father for the purchase of
t he East Greenwich hone and for the 1994 paynents intended for
crimnal associate Rodrigo Espinosa nentioned above.

These transactions are significant not only because they
establish a pattern of conduct by the Kennedys by which the son
was able to conceal his investnents, but because the cash he used
in each of these transactions very likely represented the
proceeds of his illegal narcotics trafficking. There is no
credi bl e evidence in the record that Kennedy Jr. was ever
gainfully enpl oyed. According to his forner wife, he didn't
work. According to the Internal Revenue Service, he never filed
a tax return. His father, who witnessed his son spend hundreds
of thousands of dollars on real estate, cars, and travel, clained
to be unsure of how Kennedy Jr. earned this noney. Kennedy Sr.
agai n unbelievably, claimed at trial that he never asked his son

very nmuch about his business dealings and that he assuned his son

11



was earning the noney as a deep-sea fisherman, or naybe as a
private investigator, or maybe as a part-tinme jewelry sal esman,
or maybe even as a | ocksmth.

In addition to acting as a broker for his son’s cash
transacti ons, Kennedy Sr. al so served as a banker, hol ding
several thousands of dollars in cash in his Warw ck, Rhode Island
home for his son "in case he [Kennedy Jr.] needed it." In My
1996, federal investigators executed a search warrant for Kennedy
Sr.’s residence. They found hidden in the bathroomnearly $9, 000
in cash that Kennedy Sr. identified as belonging to his son. The
only explanation given by the father for the stash was that he
was asked by his son "to hold onto it."

It is within the context of this noney |aundering
rel ati onship between father and son that the purchase of the
Property must be viewed. O the $23,687.46 purchase price,
$15,687.46 (the $1,000 deposit plus the $14, 687.46 paid at and
outside of the closing) was paid in cash that Kennedy Sr. clained
to have had around the house. There is at |east probable cause
to believe that this noney represented the proceeds of Kennedy
Jr.’s illegal narcotics dealings. Despite Kennedy Sr.’s
contention that he regularly hoarded up to $15,000 in cash in his
home, no cash was found there when his house was searched in My
1996 except for the cash belonging to his son. Furthernore,
according to his own financial records, $15,000 represented a
| arge percentage of the inconme earned by himand his wife, nearly

thirty-percent of the annual total. As discussed above, Kennedy

12



Jr. earned his cash fromdrug dealing; he had no other neans of
accurul ating $15,000. Kennedy Sr.’s recital of the origins of
the funds he used for the purchase is not credible, while the
common sense inference that it was Kennedy Jr.’s noney is
conpel I'i ng.

The power of this inference is strengthened by the presence
of the two checks payable to Rodrigo Espi nosa anong the funds
used by Kennedy Sr. to purchase the Property. G ven the crimna
rel ati onshi p between Kennedy Jr. and Espinosa, the |arge suns
i nvol ved, and Kennedy Sr.’s decl ared ignorance of Espinosa’s
identity, there is probable cause to believe that these two
checks were purchased by Kennedy Sr. with proceeds of his son’s
narcotics trafficking. Wen conbined with the Kennedys’ nethods
of concealing the true nature of Kennedy Jr.’s financial
transacti ons, these checks, payable to a known crim nal associate
of Kennedy Jr., color with probable cause the entire | ot of nopney
used for the purchase.

Kennedy Sr.’s tales of the origins of the two checks and the
$15,687.46 in cash are not credible. On the stand, he trotted
out yet again his famliar refrain, that he "never asked why" his
son asked himto purchase two $4, 000 checks payabl e to Espi nosa.
He al so cl ainmed that the checks were purchased with his own
funds, however his credit union statements do not indicate
significant withdrawal s near the tinme that the checks were
purchased. As to the cash, his explanation, as discussed above,

is an unlikely story. Gven the |arge anount of cash involved

13



relative to the reported i ncones of the Kennedys, the history of
t he Kennedys’ noney | aundering, and the presence of the Espinosa
checks, there is al so probable cause to believe that the cash
used in the transaction represented the proceeds of Kennedy Jr.’s
illegal narcotics trafficking.

There is evidence, however, that Kennedy Sr. invested
untainted resources into rehabilitating the Property. According
to his undi sputed testinony, Kennedy Sr. expended $15, 000 and
several nonths of time into repairs of the Property. This
evi dence was corroborated at trial by Thomas Beddi ngfi el d,
Kennedy Sr.’s son-in-law and a participant in the repair of the
Property.

V. Conclusions of Law

Based on the findings of fact di scussed above, this Court
concl udes that the governnent has satisfied its burden of
denonstrating probabl e cause to believe that the Property was
purchased with illegal narcotics proceeds as required by 21
US C § 88l(a)(6) and 19 U.S.C. 8§ 1615. Applying a common sense
approach to the question, this Court has no trouble finding that
t he conbi nati on of the Espinosa checks, the |large suns of cash,

t he Kennedy Jr. convictions, and the pattern of asset conceal nent
and noney | aundering between the father and son is sufficient to
establ i sh probabl e cause.

Furthernore, Kennedy Sr. has failed to carry his burden of
proving either of the two defenses to forfeiture. He has not

proven by a preponderance of the evidence that the funds used in

14



t he purchase were untainted. This Court finds his testinony
regarding the origin of the Espinosa checks and the ownership of
t he cash used in the transaction not believable. It is nore

i kely, based on the facts already recounted, that the cash, like
the sum found by investigators in May 1996, was owned by Kennedy
Jr. and that the checks represented Kennedy Jr.’s converted drug
noney.

Kennedy Sr. has also failed to prove by a preponderance of
t he evidence that he was an i nnocent owner of tainted property.
Again, this Court finds not credible Kennedy Sr.’s testinony that
he knew nothing of his son’s drug dealing. Conmobn sense conpel s
this conclusion, and Kennedy Sr. cannot escape its consequences
by feigning ignorance. Kennedy Jr. lived a lavish |ifestyle, and
his father was well aware of its extent given his role as his
son’s front man. It is not credible that Kennedy Sr. assuned
that his son could afford nultiple real estate hol dings and
expensi ve autonobiles with no visible neans of support. It is
Kennedy Sr. who bears the burden of proving i nnocence and he has
failed to produce any evidence, apart fromhis own unbelievabl e
testinmony, that would allow this Court to conclude that he knew
not hing of his son’s narcotics enterprise.

Therefore, this Court concludes that the entire $23,687. 46
paid for the Property represents the proceeds of illegal
narcotics trafficking. Caimant is entitled, however, to recoup
after the Property has been sold by the United States, Kennedy

Sr.’s pro-rata share of the net sales price represented by the

15



unt ai nted $15, 000 i nvestrent he nmade to inprove the Property.
V. Concl usi on

For the forgoing reasons, this Court concludes that the
United States has satisfied its burden of proof of probable cause
under the forfeiture statutes and that clainmant has sustained its
burden that the funds used to rehabilitate the Property were
untainted. The Property, therefore, is forfeited to the United
States to the extent that its value represents the fruits of
illegal narcotics trafficking. Consequently, the forfeiture sale
proceeds, after subtracting the costs of forfeiture and sal e,
will be distributed as follows: 61%to the United States and 39%
to claimant. Judgnment shall be entered to that effect.

It is so ordered.

Ronal d R Lagueux
Chi ef Judge
March , 1999
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