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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA
Plaintiff, Civil Action No.: 17-1705RC)
V. Re Document No.: 28
$6,999,925.00 OF FUNDS ASSOCIATED
WITH VELMUR MANAGEMENT PTE LTD, :

et al,

Defendans.

MEMORANDUM OPINION

GRANTING IN PART PLAINTIFF 'SMOTION FOR DEFAULT JUDGMENT
. INTRODUCTION

Plaintiff United Statesf America (“the government$eeks forfeiture and civil money
penalties from two foreignpompanieghat haveallegedlyacted a frons for the Democratic
People’s Republic of Korea (“North Korea”). According to the governmerdettveo
companies-Velmur Management Pte. Ltff'Velmur”) and Transidantic Pamers Pte. Ltd.
(“Transatlantic’y—made transactions on behalf of sanctioned North Korean entities, using the
United States banking system, in contraventiofedéral law andJnited States sanctions on
North Korea. Velmur failed to respond to the government’s complainthamgdvernmentasks
this Court to enter default judgment against.itFor the reasons set forth below, the Court
concludes thaihe governmers factual allegations are sufficient to show that Velmur is liable
for the offenses with which it is charged, that the government sent proper noticeastitmnto
interested partiesand that the money the government claims under the forfeiture statute was

involved in Velmur’s offenses. However, the government’s allegations support onltycan ér
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the civil money penalty it seeks against Velmur. Thus, the @oamtsthe government’s
motion for default judgmenn full with respect to the forfeitur@and in partith respecto civil
money penalties.
. FACTUAL BACKGROUND

This ase began witanFBI investigation of Velmur and Trart&ntic in connegbn
with an allegedNorth Koreanscheme tsubvert international sanctions through the udeooit
companies. Compl. § 1, ECF No. 1. According to the government: (1) North Korean banks
directed Tranatlantic and other front companies to send UniteceStaollars to Velmur; (2)
those front companies wired the money to Velmur, using United States banks as cd@)duits; (
Velmur then wired the money to a Russian gasoil suppliechwi) shipped gasoil to North
Korea. See idf 55. The government allegibsit ths schemean afoul of, among other laws,
the International Emergency Economic Powers Act (“IEEPA”) and fedetamoney
laundering and bank frawsdatutes.> The Court will briefly summarize those lawad then
describe thalleged moneyaundering scheme in more detail

A. Statutory and Regulatory Framework
1. The International Emergency Economic Powers Act

ThelEEPA authorizeghe President to “deal with any unusual and extraordinary threat
... to the national security, foreign policy, or economy of the United States” frasidedhe
United States50 U.S.C. § 1701(a)This authorityincludes the ability to investigate

“transactions in [the] foreign exchange” or “the importing or exporting okagy.” 1d. §

! The government also alleges that this scheme violated the North Korean Saarutions
Policy Enhancement Act ("NKSPEA”)22 U.S.C. 88 9201-9255. Because the government
sufficiently alleged that Velmur violated the IEERAd the anti-money laundering statute, the
Court need not consider Velmur’s liability under the NSKPEA.



1702(a)(1)(A). Exercising hidEEPA authority, Presidemill Clinton issuedExecutive Order
12,938, whichdesignateSWeapons of Mass Destructio"WMD s’) asan“unusual and
extraordinary threatunder the IEEPA. Exec. Order No. 12,938, 59 Fed. Reg. 58,099 (Nov. 14,
1994). Executive Order 13,388sued a decade latdeniesaccess to the United Statenking
system tanyonedesignated as a “proliferator” of WMDdg£Exec. Order No. 13,382, 70 Fed.

Reg. 38,567 (June 28, 2005)hel"WMD Proliferators Sanctions Regulations,” which

implement Executive Order 13,382, “block” any property interests, including moneytrard ot
financial instruments, belonging to or used in support of individuals and entities dedigaat
WMD proliferators? 31 C.F.R. 88 544.201, 544.308. Those individuals and entities are placed
on the “Specially Designated Nationals and Blocked Persons” list (the “SD)Nddisinistered

by the Department of Treasury’s Office of Foreign Assets Control (“CASee id§

544.201(a). And Department of Treasury regulatlmarghe “provision of funds, goods, or
services by, to, or for the benefit of any person” designated as anuBl@Ns OFAQGicenses the
transactions|d. 8 544.201(b)see also id§8§ 544.202(c), 544.301, 544.405.

Section 206 of the IEEPA makes it “unlawful for a person to vipkttempt to violate,
conspireto violate or cause a violation of any license, order, regulation, or prohibition issued
under” the IEEPA. 50 U.S.C. 8 171@% And property “which constitutes or is derived from
proceeds traceabte” a violation of the IEEPA is subject to forfeiture. 18 U.S.C. §
981(a)(1)(C).“This chain of interlocking statutes can thus be summarized as follows: fgroper
that‘constitutes or is derived from proceeds traceable to’ violations of executive order

promulgated pursuant to the IEEPA is subject to forfeituhe.fe 650 Fifth Avenue & Related

2 |f an account is “blocked,” “payments, transfers, exportations, withdrawalser ot
dealings mg not be made” from that accountless licensed by the Office of Foreign Assets
Control. 31 C.F.R. § 544.301.



Props, 830 F.3d 66, 87 (2d Cir. 2016) (citiag U.S.C §8 981(a)(1)(C)1956(c)(7)(D);50
U.S.C. § 1705).
2. The Federal Anti-Money Laundering Statute
Thefederal antmoney laundering statute, 18 U.S.C. § 1956, makes it a crime to
“transport[], transmit[], or transferf]. . a monetary instrument or funds from a place in the
United States to or through a place outside the United Statesth the intent to promote the
carrying on of [a] specified unlawful activity.”18 U.S.C. § 1956(a)(@). “Specified unlawful
activity” includes violatng the IEEPA.Id. § 1956(c)(7)(D). Additionally, “any property . . .
involved in a transaction . . . in violation of” the fedeaat-money laundering statuie subject
to forfeiture. Id. 8 981(a)(1)(A) To show that the property was “involved in” such a
transaction, the government must show that “there was a substantial connecti@m lletwve
property and the offenseld. 8 983(c)(3). A violator of thantrmoney laundering statute is
also liable “for a civil penalty of. . the value of the property, funds, or monetary instruments
involved in the transaction.td. 8§ 1956(b)(1)(A).
B. Relevant Facts ad Procedural History
In 2013,0FAC designated North Korea’s primary foreign exchange bank, the Foreign
Trade Bank (“FTB”), as@SDN. Compl. 11 19, 46. In 2016 Department of Treasury’s
Financial Crimes Enforcement Netwad{#cinCEN”) deemed the enire North Korean financial
sectoras a jurisdiction of primary money laundering conceid.” 27(emphasis in original)

(citing 81 Fed. Reg. 35,665 (June 3, 2016)). FINCEN foumthaking that determinatiothat

3 This statute also criminalizes conspiracyettgage in money laundering. 18 U.S.C. §
1956(h).



North Korea makes extensive use of front compaamelsleceptive financial practicés evade
international sanctiondd. 11 32, 50.

Velmuris registered in Singapore, and is purportedtpmmercial and industrial real
estate management compariy. 1 58-59.Despite Velmur’s legitimatsounding businesthe

governmentlleges thait “bears the hallmarks of a front compani™lacks an official website
and appears to have little to no web presence” while also not “having a trueapbifece
spae.” Id. 1 59; Decl. Special Agent Benjamin Whitley (“Whitley Decl", ECF No. 28-2.
Relying in part on confidential sources, the government contbatd¥elmur “has been a
recipient of U.S. dollar payments on behalf of North Korean entities—ircyplart FTB.”
Compl. 11 60-61.

During its investigation of Velmur, the FBI allegedly identife&l/erappayments made to
or from Velmur, through United States banks, for the purpose of laundering money oripgrchas
gasoil on behalf of North Kore&seeid. 1 84. In May 2017, OFAC blocked five of these
transactionstotaling $4,999,925hat were described as “prepayment for gasoil” and that
involvedthree alleged North Korean front compani&geid. 1 56, 833; Whitley Decl. | 7.

The blocked funds (the “Defendant Funds”) are “currently held in a bank account in the¢ Unite
States.” Compl. T 16.0FAC found that “an SDN had an interest in each one of the . . .
transactions” and no SDN “obtain[ed] an OFAC license prior to engaging in thectransa

Whitley Decl. | 7see alsaCompl. 11 70, 72, 74. The transactions prom@EAC, in August

2017, todesignate Velmur asneSDN “for operating in the energy industry in the North Korean

4 OFAC also blocked two wire transfers tolver from Transtlantic. See id{ 56.
Transtlantic has entered an appearance in this case, and the government haoaghyet s
forfeiture of the blocked payments involving Trattesatic. SeePl.’s Mem. Supp. Mot. Default
J. (“Pl’'s Mem.”) at 4 n.3, ECF No. 28-1.



economy, and for “attempf{ing] to use the 8. financial system to send millions of dollars in
payments on behalf of North Koreakated transactions.Compl.{ 57.

In addition to the transactions blocked by OFAC, the FBI's investigatentified
several othe¥elmur transactions involving North Korean front companies and companies
known to do business with North Korek early2017, Velmur wired $6,853,000 over eight
transactiongo JSC Independent Petroleum Company (“IP@Russian companifor gasoil.”®
Id. 1 B—77; Whitley Decl. 1 13. OFAC subsequemtfsignated IP@s an SDNpoting thait
“had a contract to provide oil to North Korea and reportedly shipped over $1 million worth of
petroleum products to North Korea.” Compl.  75. One of tivegpment’s'reliable”
confidential sources stated that IPC shipped the gasoil purcha$edintyr from a Russian port
to North Korea.ld. 11 7879. Through 2016 and 2017, Velmur was also the recipient of four
United Stateslollar wire transferstotaling $1,169,980, from companies known to be associated
with or front companies fd¢TB. Id. § 61. These companies are known “to have made
payments for FTB” and are believed to have “laundered funds to promote sanctionsnsblati
Id.

In August2017, thegovernment filed a verified complaint for forfeitureremagainst
$6,999,925 in blocked fun@dssociated with Velmugnd forcivil money penaltietn personam
against Defendants Velmur and Trattesatic® The governmentlaims thathe $6,999,925vas

involved inDefendantsIEEPA andmoney laundering violations, atttat thecivil money

® The complaint includes a chart listirspverwire transfershat make up only
$5,503,000 of the listed total of $6,853,000. Compl.  76. How8pegial Agent Whitley's
declaration provides the eighth wire transfer of $1,350,000, which brings the total up $tetthe li
$6,853,000. Whitley Decl. T 13.

6 As notedtheblocked fundsassociated with Transatlantic are not at issue in the
government’s motion for default judgmergeePl.’s Mem.



penaltiesare necessary to redréd3sfendants’ money laundering violations. On February 9,
2018, the Clerk of the Court entered default as to the Defendant FunDsfandants See
Clerk’s Entry of Default as tBef. Funds, ECF No. 13; Clerk’'s Entry of Defaatt to De$., ECF
No. 14. Transtlanticthen enteredn appearan¢eeeNotice of Appearance, ECF No. 15, and
the government and Traattantic“continue to have substantive conversations about the status
of” this action. Status Report at 3, ECF No. 27. Velmur, howeved toappeayandthe
governmenhasfiled a motion for default judgement under Federal Rule of Civil Procedure 55,
seeking forfeiture of the Defendant Funds—$4,999,925—and the imposition of $21,691,187.30
in civil money penaltieagainstVelmur. Pl.’s Mot. Default J. 1-2, ECF No. 28hat motion is
now before the Court.

[ll. LEGAL STANDARDS

Federal Rule of CiviProcedure 58stablishea two-step process for default judgment.
Fed. R. Civ. P. b5ee alsdricklayers & Trowel Trades IiitPension Fund v. KAFKA
Construction, InG.273 F. Supp. 3d 177, 179 (D.D.C. 2017). First, a party must “request[] that
the Clek of the Court enter default against a party who has ‘failed to plead or othervaad'tle
the action.Bricklayers 273 F. Supp. 3d at 179 (quoting Fed. R. Civ. P. 55(a)). Then, the party
must move for entry of default judgment and, upon the partyisestgallow the court “to enter
or effectuate judgment.” Fed. R. Civ. P. 55(b).

“[D]efault judgment must normally be viewed as available only when the aatyers
process has been halted because of an essentially unresponsive party.nstetted,ithe
diligent party must be protected lest he be faced with interminable delay amdiednt
uncertainty as to his rights.’Jackson v. Beec¢l636 F.2d 831, 836 (D.C. Cir. 1980) (quoting

H.F. Livermore Corp. v. Aktiengesellschaft Gebruder Lgef8e F.2d 689, 691 (D.C. Cir.



1970); see alsdsilmore v. Palestine Interim SeBovt Auth, 843 F.3d 958, 965 (D.C. Cir.
2016). However, “a defendant’s failure to appeardo[es] not automatically entitle plaintiff to
a default judgment.”Jackson v. Corr. Corp. of Apb64 F. Supp. 2d 22, 26 (D.D.C. 2008).
Rather, “the defendarst default notwithstanding, the plaintiff is entitled to a default judgment
only if the complaint states a claim for reliefid. at 27 (quotingdescent v. Kolitsids, 396 F.
Supp. 2d 1315, 1316 (M.D. Fla. 2005). In other words efl]lt establishes the defaulting
party’s liability for the weHlpleaded allegations of the complaint,” but not for allegations that are
not sufficiently pleadedBoland v. Elite Terrazzo Flooring, IncZ63 F. Supp. 2d 64, 67 (D.D.C.
2011) (citingAdkins v. Tesed 80 F. Supp. 2d 15, 17 (D.D.C. 2001)).
IV. ANALYSIS
The government asks this Court to authorize the forfeiture of certain funds belomgi
Velmur, and to impose civil money palties on Velmur.Although Velmur has not appeared to
contest these claims, the Court must assure itself that the government Heshedtslelmur’s
liability for both. Because the government hasperly notified all interested parties and
sufficiently alleged that Velmur’s property is subject to forfeitutbee motion for default
judgment is granted as it relates to the forfeituda the other hand, the government has not
sufficiently alleged that Velmur is subject to the full amount of civil money pesaitieght
The Courtwill impose a penalty less than that requested
A. Forfeiture
Rule G of theSupplemental Rules for Admiraltr Maritime Claims and Asset

Forfeiture Actions governis remcivil forfeiture actions SeeFed. R. Civ. P. Supp. R. Gt



contains both notice requirements and substantesgng requirements SeeFed. R. Civ. P.
Supp. R. @), (4) The governmeinhas methoserequirement$ere.
1. Notice

Supplemental Rule G requires the government to (1) publish public notidertéiture
and(2) provide direct notice to potential claimaitisthe property to be forfeited. Fed. R. Civ.
P. Supp. R. G(4), (b) The government must select one of three options for public notice, one
of which is publication on an official government forfeituebsite for at leaghirty consecutive
days. Fed. R. Civ. P. Supp. R. G(4)(a)({()- The publication must “descethe property
with reasonable particularity“state the times. .to file a claim and to answeérand “name the
government attorney to be served with the claim and answer.” Fed. R. Civ. P. Supp. R.
G(4)(a)(ii). The governmentnust alsd'send notice of the action and a copy of the complaint to
any person who reasonably appears to be a potential claimant.” Fed. R. Civ. P..Supp. R
G(4)(b)(). Thatnotice “must be sent by means reasonably calculated to reach the potential
claimant.” Fed. R. Civ. P. p. R. G(4)(b)(iii))(A). That said, Supplemental Rule“@quires
that the government attempt to provide actual notice; it does not require that thengaver
demonstrate that it was successful in providing actual notldeited States v. $1,071,251.44 of
Funds Associated with Mingzheng Int'| Trading |.8R4 F. Supp. 3d 38, 47 (D.D.C. 2018)

(quotingMesa Valderrama v. United Stated 7 F.3d 1189, 1197 (11th Cir. 2005)).

" Supplemental Rule G alsequiresthat if—as is the case herdhe subject of the
seizures not real property, the “clerk must issue a warrant to arrest the prdpeisyin the
government’s possession, custody, or control.” Fed. R. Civ. P. Supp. R. G(3)(b)(i). Thatfunds
issue herare in the government’s contrdbeeCompl. at 1, 1 10 (“The Defendant Funds are
currently hedl in a bank account in the United States”). And the Clerk of Court issued a warrant
for the funds’ arestone day after the government filed its complaBeeWarrant for Arrestn
Rem ECF No. 2. The government has thus met this Supplemental RatpiEBement



Here, he governmentomplied with Supplemental Rule G’s public notreguirement
The government publicized the forfeiture itsofficial forfeiture website http://www.
forfeiture.gov, forthirty consecutive dayis SeptembeandOctober 2017. Decl. of Publication,
ECFNo. 3; PI's Mem. Supp. Mot. Default Jat5, ECFNo. 28-1. The publicatiodescribed the
funds,it provided a datéy which interested parties were required to file a gldovember 23,
2017, andt named the government attorney to be served, Zia Faruqui. Decl. of Publét&ion

The governmenlso complied with Supplemental Rule G’s direct notice requirement.
sent notice t@otential claimantsf the funds, includin§elmur, at theirregistered addresseia
international servicen December 2017SeeStatus Reporat 2-3, ECF No. 5 Aff. Supp.
Default at 23, ECF No. 10Clerk’s Entry of Default as tBef. Funds. That noticeincluded a
copy of the complaint, and it notified the potential claimants that they could file afolaihe
fundswith this Court within thiry-five days of service Aff. Supp. Default at 2—3While the
government has not shown that Velmur received the notice, proof of delivery isesuiffinder
Supplemental Rule GSeeMingzheng 324 F. Supp. 3d at 47 (holding that the government’s
direct notice was “more than” sufficient when it sent “international packageesdovparties in
China and the United Kingdom, and service through a Mutegal Assistance Treaty request to
the potential claimant in Switzerlarjg'United States v. Funds Up to and Including the Amount
of $56,634 in U.S. Currency on Deposit in Banesco Int’l, Panama, Acct. # 201000274785, Titled
in the Name of Inversiones Cedeno C.A., and/or Prop. Traceable Thédefo Supp. 3d 112,
114 (D.D.C. 2015) (holding that the government provided sufficient notice wh#arntpted
but failed to obtain contact information fgpecificaccount holders related to the funds at issue,
andit postedpublic noticeof the forfeitureonits forfeiture website). Ths, the government has

metSupplemental Rule G’s noticequirements SeeFed. R. Civ. P. Supp. &(4).

10



2. Adequacy of the Complaint

Along with its notice requirements, “Supplemental Rule G sets the specificatians of
complaint in ann remforfeiture action.” Mingzheng 324 F. Supp. 3dt45. The complaint
must “be verified,” state the grounds for jurisdiction and venue, “describe the tyrojtér
reasonable particularity,” “identify the statute under which the fareiaction is brought,” and
“state sufficiently detailed fas to support a reasonable belief that the government will be able to
meet its burden of proof at trial.” Fed. R. Civ. P. Supp. R. G(2). Courts consider this a “highe
standard of pleading” than that imposed by Federal Rulén8ed States v. All AsseHeld at
Bank Julius Baer & Co., Ltd571 F. Supp. 2d 1, 16 (D.D.C. 200&ule 8§ however,’'may help
to clarify whenacivil forfeiture complaint” states a clainnited States v. $22,173.00 in U.S.
Currency 716 F. Supp. 2d 245, 249 (S.D.N.Y. 2010).

The first four requirements of the complaint are largely formal and alg eetihere.
The complaint is verifiedt identifies the basis for jurisdiction and venitelescribes the
propertyat issueby (1) identifying the specific amount of money involved\ielmur’s illicit
transactions and blocked by OFAC, and (2) providietails about the wire transfers
themselvesandit identifiesthe provisions under which forfeiture is sought as 18 U.S.C. 8
981(a)(1)(A),which permits forfeiture of property involved in money laundering, and 18 U.S.C.
§ 981(a)(1)(C) which permits forfeiture of property traceable to IEEPA violatiddeeCompl.
119-10, 56, 85-104t 33

The fifth requirement is more substantitlee government musgstablish the legddasis
for its claims. SeeMingzheng324 F. Supp. 3d at 51. The government’s forfeiture theory can be
summarized as follows: the Defendant Funds are forfeitsalause ¥lmurintended to use

them to transact business, through United States bankshalfi deSDNswithout an OFAC

11



license in violation of the IEEPA. Thus, the government must allege “sufficient facts to suppor
a reasonable belief thgt] would be able to show at trial by a preponderance of the evidence that
the transactions at issue were made on beh§#f@fg.” Id. Thatstandard, “which is not
particularly onerous,has again been met hedel. (citing United States v. Aguila782 F.3d
1101, 1108-09 (9th Cir. 2015)).

Any entity that transastwith or on behalf of FTB-which was designated as an SDN in
2013—or other North KoreaBDNSs through the United States financial systenustfirst
obtain a license from OFACSee31 C.F.R. § 544.201(&)Ynited States v. All Wire Transactions
Involving Dandong Zhicheng Metallic Material Co., LtNos. 17mj-217,et al, 2017 WL
3233062, at *1, 5 (D.D.C. May 22, 201(&xplaining that foreign entities that are acting on
behalf of North Korean SDNs have committed violations of IEEPA andrttienoney
laundering statute by conducting Unite@t8sdollar wiretransferswithout first obtaining a
license from OFAQ The government alleges that to subvert this restriction, North Korean
financial institutions, including FTB, use front companies to send money thtinitgd States
banks. SeeCompl. 11 50-54. Citing FirEN and OFAC reports, the government claims, more
specifically, that FTB “acts as North Korea’s primary foreign exchange,’band has “illegally

laundered ‘millions of U.S. dollars™ through front companies, including as rgcastVay
2017.1d. 91 45-49. This alleged elaborate network of front companies allows North Korea to
execute commodities contraatsUnited States dollathat would otherwise be rendered
impossible by international sanctionsl. 1165-69. For instance, Nortkoreaand IPCallegedly

entered into a gasoil contrantUnited States dollaysvhich was carried out through front

companiesising the United Statdmnkingsystem Id. { 75-80.

12



Having laid that groundworkhe governmerallegesthatVelmur providedmaterial
support for North Korean front companies, including FTB front compalyeiselping them
purchase gasoil on behalf of North Kordd. 11 5758. The government’s confidential sources
state that, despite Velmur’'s seléscribed activities as a real estate manager, its business
“focuses on facilitating the laundering of funds for North Korean finafatitators and
sanctioned entities.1d. 1 58-61. The government alleges that the five wire transactioais
transferred the Defendant Funds ineimur’s United Statesbankaccounts were issued bpnt
companies of designated North Korean baaksl, were intended to facilitatéelmur's purchase
of gasoilfrom IPCon behalf ofNorth Korea Id. 1 56, 70-93True to form, Velmur allegedly
wired nearly $7 million to IPCld. § 76. And a confidential witness stated that a “clandestine
FTB branch located outside of North Korea ordered a $1.09 million payment to be maaé via a[
FTB front company to Velmur” during this periott.  81-82. IPC was subsequently
designated as an SDN by OFA(L. T 75. Notably, Velmur never sought OFAC licensing for
the transactionsSeeWhitley Decl. 1 7. Thus, the governmentaimsthat Velmur violated the
IEEPA because it conducted transactions on behalf of SIN®-and others—through United
Statesbanks without obtainin@FAC licenses. SeeCompl. 1 70-74, 85-92, 99, 102; Whitley
Decl. 1 7 see als81 C.F.R 88 544.202(c), 544.301, 544.405.

The government'sallegationsestablish a reasonable basis to believeitltatuld show at
trial that the Defendant Funtisonstitute[d]” or were “derived fromlEEPA violations. 18
U.S.C. 8§ 981(a)(1)(C). The funds were sent by SDN front companies to Velmur for the purpose
of making transactions on behalf of those SDNBatOFAC blocked each transaction because
it concluded thaan SDN had an interest it, and that OFAC subsequently designated Velmur

and IPCas SDN, add additional weight to this conclusiddeeCompl. 11 57, 85-93Whitley

13



Decl. 1 7 see also Consarc Corp. v. Iralfinistry, 27 F.3d 695, 702 (D.C. Cir. 1994) (stating
that “OFAC]]. . .receives an even greater degree of deference th&hthaonstandard”).The
government “has thus surpassed its burden under Supplemental RuleMi(®)Zheng 324 F.
Supp. 3d at 53 (holding that blocked transactions made by FTB front companies to a different
FTB front company were subject to forfeiture@e also United States v. $396,589 in U.S. Funds
349 F. Supp. 3d 13, 21-22 (D.D.C. 2018) (holding that funds used to pay for specialized
petroleum parts on behalf of Iran, in violation of sanctions on that country, were sabject t
forfeiture as proceeds traceable to an IEEP Aatian).

The governmeng allegationglsoestablish that thBefendantunds are subject to
forfeiture under 18 U.S.C. § 981(a)(1)(C), as derived from proceeds traceable to viabtiens
antkmoney laundering statutiel. 8§ 1956. Section 1958akes it unlawdl to “transport| ],
transmit[ ], or transfer[ ] . . a monetary instrument or funds to a place in the United States
from or through a place outside the United States . . . with the intent to promote tiveycamry
of specified unlawful activity,” 18 U.S.C. § 1956(a)(2), or to conspire to dsesoid.§8 1956(h).
The government alleges thithe SDN front companiesired the Defendant Funds from outside
the United Statewith the intention that they paffisroughVelmur’s United Statebank
accounts, with Velmur’'s knowledge and participatioBeeCompl. 11 56, 84-93. Aras already
discussedihe governmeralleges that these payments constitute or are derived from proceeds
traceable to IEEPA violations, which are “specified unlawful activif[iesder § 1956.Seel8
U.S.C. 8§ 1956(c)(7)(D) (defining “specified unlawful activity” to include offenssder “section
206 ... of the [IEEPA]”). Thus, the governmenivellpleaded allegations are sufficient to

establish that the defendant funds are derived from proceeds traceable taan\abigt

14



1956(a)(2)(A) or at least a conspiracy to commit such a violat@om consequently 8§
981(a)(1)(A)provides an alternative ground for forfeiture of the defendant fiinds.
B. Civil Money Penalties

The government also asks this Court to impose civil money penalties on Velmur, as
authorized by the anti-money laundering statute. Utidegstatute an individual who violates
subsection (a)(1) is “liable to the United States for a civil penalty” of up tovdlee‘of the
property, funds, or monetary instruments involved initregal] transactiofs].” 18 U.S.C. 8
1956(b).

The government’s claim for civil money penalties is broulgltersonamsoit is not
subject to Supplemental Rule G. Instead, Rule 8 of the Federal Rules of Civil Pecgetdithe
standard foin personancomplaints.Rule 8requires “a short and plain statement of the claim
showing that the pleader is entitled to relief.” Fed. R. Civ. P. 8(a)(2). This staedaires that
the complaint “contain sufficient factual matter, accepted as true, to astédéem to relief that is
plausible on its face.”Ashcroft v. Igbal556 U.S. 662, 678 (2009) (quotiBgll Atl. Corp. v.
Twombly 550 U.S. 544, 555 (2007)Rule 8’s standard more permissivéhanthe standard
imposed by Supplemental Rule Gee All Assetdeld at Bank Julius Baer & Co., Ltcb71 F.
Supp. 2d at 16. Further, “[w]hen moving for default judgment, a plaintiff must prove that it is
entitled to the requested dages.” Commodity Futures Trading Comm’n v. GIGFX, L1824
F. Supp. 2d 58, 64 (D.D.C. 2012) (citiRg\W. Amrine Drywall Co.239 F. Supp. 2d 26, 30

(D.D.C. 2002)).

8 The government’s allegations are also sufficient to demonstrate thaextistsea
“substantial connection between the [Defendant Funds] and the [alleged] offérsefequired
by 18 U.S.C. § 983(c)(3). The Defendant Funds were necessary to carry out the gasoll
transactions intended to subvert the IEEPA.

15



As noted, the government haufficiently alleged that Velmuriolatedthe federabnti
money laundering statuteith respect to the Defendant Fund&lmurreceived the Defendant
Funds on behalf dBDNs without properly obtaining a license from OFAC, and the transactions
involved the movement of money across United States borders. Compl. 11 46, 70-74, 85-92;
Whitley Decl. {1 7. Thus, Velmur is subject to civil money penalties up to “the value of the
property, funds, or monetary instruments involved in the transaction[s].” 18 U.S.C. §
1956(b)(1)(A). The government, howevalso seeks ciVimoney penalties arising from
additional Velmur transactions.

First, the government identifies eight wire transfers fkégimur to IPCbetween
February and Aril 2017, each wire referencing paymghor Gasoil.” SeeCompl. 1 76-78;
Whitley Decl. 9 13—-14.The wires totaled $6,853,00&eeCompl. 1 76 Whitley Decl. § 13 A
confidential source stated that around the same time, pursuant to a differertt euttira
Velmur, IPC shipped diesel fuel from a Russian port known as a key waypoint for stegme
North Korea. SeeWhitley Decl. 11 1516. And as discussed above, b and Velmur vere
subsequently designated by OFAC as operating to provide gasoil to NorthitKorea
contravention of United States sanctioseeCompl. 1 57, 75Whitley Decl. 11 89. Given
Velmur’s other money laundering activities and the government’s albegdiat both IPC and
Velmur were operating under agreements with FTB, the government has plallsgeyd that
Velmur’'s payments to IPC were made onddébf an SDN without an OFAC license. Thtls
two entities transmitted money through the United States banking s{sithnthe intent to
promote the carrying on of specified unlawful activity,” the IEEPA, in violatioh®¥.S.C. §
1956(a)(2)(A) Velmur is subject to civil money penalties up to the total amount of its

transactions with IPCSee d. § 1956(b)(1)(A).
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Second, the government identifies four wire transfers allegedly séffibwgffiliates and
front companies to Velmur. Compl. T 61; WéytDecl. T 12.In September 201&,elmur
received a $230,000 wire transfer fr@andong Zhicheng Metallic Material Companyhich
was subsequently found to have laundered money on behalf of North IKSee@ompl. { 61(a);
Whitley Decl. 1 12(a)seealso Dandong2017 WL 3233062, at *5 (finding probable cause that
Dandong was a North Korean front company engaged in IEEPA violations, justifign
forfeiture of Dandong funds routed through United States banks). In July 2016, Velsivedec
$189,980 from Ruizhi Resources Limited, a company found to be a front for mpAtdaheng.
SeeCompl. § 61(b); Whitley Decl. § 12(b). Sometime in 2016, Velmur received “more than
$250,000” from “Company A,” which a confidential source identified as an FTB fronpaoyn
that was directed by FTB to wire money to Velm8eeCompl. § 61(c); Whitley Decl. T 12(c).
Similarly, sometime in 2017, Velmur received “more than $500,000” from “Companyts¢ch
the same confidential source identified as another firdid company that was directed by FTB
to wire money to VelmurSeeCompl. 1 61(d); Whitley Decl. § 12(d). Again, the government’s
allegations with respect to these transactions are sufficient to show thair\kelowingly
transacted across United States borders on behalf of SDNs without obtaiRi@gliG#nses, in
violation of the IEEPA and 18 U.S.C. 8 1956R3JA). Again,Velmur is subject to civil money
penaltieaup to the total amount of these illicit transactioBgel8 U.S.C. § 1956(b)(1)(A).

The government alleges that in total, Velrfwas a counterparty to [thirtfive] illicit
wire transfers in U.S. dalts from known North Korean financial facilitators, totaling
$14,838,187.50, which funds were routed through U.S. correspondent banking accounts.”
Whitley Decl. § 12. Adding those funds to the $6,853\008d by Velmur to IPCseeWhitley

Decl. 1 13the government seeks civil money penalties of $21,691,18¢8@.4 20. Aside

17



from the specific transactions described above, however, the government provides no details on
the thirty-five alleged illicit wire transfers. The Court will not award civil money penalties for
those unknown wire transfers, because the government has not sufficiently alleged that those
transfers were involved in IEEPA and money laundering violations. Even under the permissive
default judgment standard, the Court will not blindly accept the government’s assertion of
liability without any factual support. See United States v. Country Flavor Corp., 825 F. Supp. 2d
1296, 1305-08 (Ct. Int’l Trade 2012) (declining to award a civil money penalty unsupported by
the government’s factual assertions). Instead, the Court will “make an independent
determination of the sum to be awarded” as civil money penalties. Commodity Futures Trading,
844 F. Supp. 2d at 64 (citing Adkins, 180 F. Supp. 2d at 17). The following charts summarize

the factually supported illicit wire transfers described by the government:

Wire Transactions to Velmur for Gasoil Purchase (Defendant Funds)

Date Wire Amount Source
05/05/17 $1,199,975 (Compl.  85) Company 1
05/09/2017 $1,099,975 (Zd. q 86) Company 1
05/10/2017 $999.975 (1d.) Company 1
05/12/2017 $1,200,000 (Zd. 9 89) Company 2
05/24/2017 $500,000 (Zd. § 92) Company 3
Total: $4,999,925
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Wire Transactions from Velmur for Gasoil Purchase

Date Wire Amount Destination
02/27/2017 $1,907,000 (Zd. § 76) IPC
03/01/2017 $337,000 (Zd.) IPC
03/24/2017 $530,000 (Zd.) IPC
03/28/2017 $1,370,000 (Zd.) IPC
03/31/2017 $200,000 (Zd.) IPC
04/07/2017 $790,000 (Zd.) IPC
04/19/2017 $369,000 (Zd.) IPC
05/03/2017 $1,350,000 (Whitley Decl. § 13) IPC

Total: $6,853,000
Other Illicit Wire Transactions to Velmur
Date Wire Amount Source
September 2016 $230,000 (Compl. § 61(a)) Dandong Zhicheng

July 2016 $189,980 (Zd. § 61(b)) Ruizhi Resources
2016 $250,000 (Zd. § 61(c)) FTB Front Company A
2017 $500,000 (Zd. § 61(d)) FTB Front Company B

Total: $1,169,980

These transactions total $13,022,905. The United States may collect a civil money

penalty in this amount from Velmur, representing “the value of the property, funds, or monetary

mstruments involved in” Velmur’s violations of the anti-money laundering statute. 18 U.S.C. §

1956(b)(1)(A).
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V. CONCLUSION
For the foregoing reasons, the CA@BRANTS thegovernment’s Motion for Bfault
Judgment (ECF No. 2&s it relates téorfeiture andGRANTS IN PART the Motion for
DefaultJudgments as it relates to civil money penaltiehe Defendant Funds, $4,999,925, are
forfeited to the United States, ajudigmentis entered irfavor of the United States and against
Velmur in the amount of $13,022,905. An order consistent with this Memorandum Opinion is

separatly and contemporaneously issued.

Dated: March 22, 2019 RUDOLPH CONTRERAS
United States District Judge
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