-~=1..Z.Prolect the U.S. from Téfforist Attack. =
. Protect the U.S, against foreign Intelligence
Operations.
Protect the U.S. against Cyber Attacks.
Combat Public Corruption.
Protect Civil Rights.
Combat National Crime Organizations.
Combat Major White Collar Crime.
-Combat Significant Violent Crime.
Support federal .state, local and ifiternational partners:"

WUpgrade technology to successiully perform FBI
mission.

= Public Corruption
» Corporate/Securities Fraud
= Health Care Fraud

= Financial Institution Fraud
* Mortgage Fraud

FBI014759
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-~ Bribery

— Extortion

— Conflict of Interest

“ederal, State, Local officials_
e =S it A"

ot

" Fighiting corruption is essential to meeting th
7 ~great challenges of our times...When corruption

flourishes, it weakens confidence in public
institutions such as law enforcement, and
undermines the honest values that democracy
depends upon. All people deserve legal
systems that spread opportunity, instead of
prrotechng the_namow interesisiof-a well- ~
connected few.”
- President Bush, May 2003

— -__T‘I;'ub!ic_money is like holy water; everyone
helps himself to it”
—Italian Proverb

= “| can resist everything except for

temptation” ]
s Oscan e '
I

FBI014760
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deral checks and balances
» “Big Picture” Advantage
= Tends to be less local ties for
Investigators, Prosecutors, Judges
» “,..you must first enable the government
to contral the governed; and in the next

L,el'a_ge obljgesitito controlTSelf.”
i - James Madison, father of the U.S.
Constitution

“Protection” of Criminal Organizations
= Escorting Deliveries of Contraband
= “Tipping” of Criminal Investigations

* Drug Trafficking

=_Money, Drug, Stolen Property 5 5

F ! 5 :
Prison.GUaFd:Gorruption = & ——17~ "
. r-n‘-. T p A . W

Washington Pest January 4, 2005

ACLURMO014647
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Etia’ry Targets
—U.S. Congress/State Legislators '§

- County Commissioners/City Councilmen Fr
~ Lobbyists/Consultants

» Typical Official Acts
- Introduce bills/resolutions
e \VOle/NOt Vote ) LSRR
oy ExeggggmLQJmproper.inflﬂ’é’ﬁce overothers
| p——-

Payments

— Cash, campaign contributions, property,
hidden business interests and investments

i - ""nvd‘
mm DIEGO, CA -On November 28, 2005 U S. Representative Randall

UKE" Cunningham, pled guilty to accepting glfis and bribes from
defense contractors In exchange for providing preferential treatment.

icensing/Certifications
) ~ —Liquor; construction, professional
* Inspections
- Non-enforcement of city/county codes
- Extortion despite code compliance

aal-ZONiNg Changes B
@m e 'cammerci'a'n’;

— Low-density to high-density

FBI014762
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“Rainmaking” Schemes’
- — Attorneys/clerks soliciting bribes for influence
» Court Appointment Kickbacks
= Probation-Related Fraud
= Obstruction of Justice
- = Witness/jury tampering _‘
F— Perjl{yﬁ'a.ﬁe‘sialementsa& '
- Traditional
- Reduced charges, sentencing,
— Forfeitable property, fines

- hite Col!ar Crime Priority #2
"« Corporate Fraud

— Accounting Fraud
- Examples: Enron, Worldcom, Adelphi

= Insider Trading
= Market Manipulation

mﬁme mortgage, fraud -

assive Ponzi schemes

ACLURMO014649
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. Accounting Fraud
(“Cooking the Books”)

The falsification of financial information, including:
False accounting entries

Bogus trades designed to inflate profits or hide _
osses Q= RS —

Al transactions designed o evade regulatory
oversight

, - SelfDealin
. (“Me First’)

Self-dealing by corporate insiders includes:
- Insider Trading

Manipulating stock option dates e
MSW
Misuse of corporate property for personal gain

- Individual tax violations related to self-dealing

FBI014764
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«Tndividual Shareholders

- Employee Pension Plans

- Mutual Funds

» Financial Institutions (Lenders)
- Market Stability and Reliance

="

«Corporate-Fraud Response Teams (CFRT):

- Special Agents and Financial Analysts with accounting and
Corporate Fraud expertise.

« Deployed on temporary assignmentto the location of
Corporate Fraud cases to help carry out investigations:
. «Conduct interviews

- < -Analyze documents. gl
.’Revie inancal s

.+ Handle evidence

_White Colfar Crime Pricrity #3

= Fraud: 3-10% of $3.31 trillion spent on
health care

= Work with Inspectors General
= Examples:
B Hospital Cost Reporting
ﬁOutpa(iet-Surgew Centers

a ~ Medical Transportation

FBI014765
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- = To identify, investigate, and assist in the prosecution
* of individuals and entities which:

— Defraud US Government Health Care Programs
- Defraud Private Health Care Insurers & Programs

Defrqud Consumefs of Health Care Programs

~ « Appropriated special funding to
the FBI for health care fraud
enforcement

= Eight FBI Special Agents in the
San Francisco Division - -~

™3ervices nof rendered ™
Services not necessary
Kickbacks
Upcoding
Product substitution
Durable medical equipment fraud
Substandard products
Infusion therapy fraud

g-'wlllegal Interpet prescription drug sales
] Counle'rfé”it rETe

r’ armaceuticals
" * Prescription drug diversion

= Medical privacy

ACLURMO014652
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DILUTED TRUST

il
« oMo with n
Toe his wilo,
wed drugs before
dylng of onnser.

= Narcotics for injections trade

« Patient Deaths

P

; . e I
ECove NESTao T

aeer—559 Million billed to Medicare, Medicaid, OBWC, ete.

= June 9, 2006 — First life sentence for HCF Resulting
in Death (18 USC 1347)

= Crimes against banks
— Morigage fraud
=~ Olher loan frauds
- Large scale check fraud
- Internal fraud
External fraud

— HELOC fraud

FBI014767
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Form of Financial Institution
Fraud Today?

N Mortgage fraud in US is becoming more _

o arsophisticated s
f aking on a “criminal enterprise” aspect

Frand Areas

Saurcar 17007 Haripuga Teaud Repert

10
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i .'F*'»c; Wity g

~

MUELPING SLVE
TUE FINANCIAL
CRIIS ON WALL

STREET,

J§Fears Rock |
Wall Street |

Freddie, Fannie shares
= plummet on rumors
of government bailout

11
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U.S. Seizes Control
Of Mortgage Giants

,:mwmmmm Takeover of Fannie |
Beérmtieteh ibaoimaneas ia A
Bortmoriguos aes, v for et antal e 3 ud Fk?ddle All‘!ﬁ
ekerer e tafmoebu acincteitemvipa, 10 Revive Housing,
RIS X ertantn e wctaty, ow pemnd o otk i
mm%mmuuumhm‘u Financia Markets

Financial Companies’
Losses Top SI Trillion

5 a9 Droticr, Morkan Staney and
S&P 500 ‘_)nd('_xloscs et Wit i
nearly S150B in value vecion o the Stancurd & Foors
i H s e s - 500 hndox to loss
in trading Monday SO0 Sndok b Jows
NEW YORK 1 U.S, finnancial compa- H . lion in value on
nlkes have Jost morothan $) trllian : Monday, accard-
Invulue thae yoar, und yot another ing to the rat=
declnaon Mmmmmm he Swnda: ing agancy. That
arcn't sving away wwo, mcuns S&T 400k
Bonks aud hmln-r.geu ‘hegan e A% finanwial om-
fuopb ponentx have loat
some $1.3 taallion
sinee the acctor

l"lrhell a high Inxt Octuher
nflaraca of traubles on Towar Silverblait, S&Pacnior
wemiarks from n'\dﬂr nm‘yn‘,u&lﬂnnnrhlnuxkn
Felal b Irart until

now

Macand

vanladiac, andbrokeengeshuve abotter sip on
The drep In nemes like Lohme § creditproblems. soc vie euuno t

(e loashingten st~ -

BUSINESS

b fort e

FTETON TRV Merrill Lynch Posts
Jocelh e Yokt . 54,65 Billion Loss
= =3 In Second Quarter

’\Vu\w Uria Corgnuie ta Take Bl

L

Capital One's Profit Plunges 40 Pervent
Cndt Card Cuird Qg Rise va Dcfeants * o

12
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Mortgage Crisis Reverses
Tide of Urban Renewal

g was stuc|
B witha $250,000
| foan,

3

13
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cr of SARs recehed

100,000

75.000

50,000

15.000’ §

B FRENY Year 2003 £1Fiseal Year 2004
13 Fiscal Year 2005 73 Fiscal Year 2006
{1 Fisea) Year 2007 £ Fiseal Year 2008

& Fiseal Year 2009 (as o[ 3/31/2009) o

__Dollar Losses Reported of

01 Fiscal Year 2005
€1 Fiseal Year 2005 ¥ Fiscal Year 2006

12 Flseal Year 2007 O Flseal Year 2008
@ Fiseal Year 2009 (as of 3/31/69)

Reunded s nearest milianth

Morteage Fraud

 Fiscal

B Fiscal Year 2008
O Fiseal Year 2007

ACLURMO014659
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Mortgage fraud.is committed

" Té St-)tain a property

* To gain a profit

~

= Backward Application INETICATED B THE Bt
"« Intent to occupy

- = Straw buyers
= |nflated Income

" = False Assels

b “Big Business
~ MBA estimated that loan originations would reach $2.28

trillion during 2007
. = Booming market causes increased workload,

procedures not followed.
der involvement.

nsufficientitiernal and external controls
= Increase in activity by organized criminals

= Subprime lending and inflated real estate prices

16
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The Previous Mortgage Loan Process

3P InvestmentBank, Brokerage House,|
ot Real Estate Investment Trust

Investors
Penslon Funds
Life Insurance
Companles
Other Commercial Banks
State & Local
Govemments
Centrat Banks
Fund Managers
‘The Public
Brokerage Finms

17

FBI014775
ACLURMO014661



e San Francisco Division Has 50 Special
“Agents Assigned To Five WCC Squads
— 2 Squads In San Francisco
1 Squad In Oakland
1 Squad in San Jose
— 1 Squad In Concord
Agents a551gned in Northﬂ!‘::‘al d Momerey-......‘

ma,r‘eas

Methiods of Enforcement
= Undercover techniques 4 . -
- Electronicsuneillance i=13)
~ Cooperating witnesses ) b7
- Asset seizure and forfeiture R
- Financial Crimes Task Ferces : : b7E
- Assign more agents to, " b g .

investigate financial crimes : * 4 .

~ Adaptlo an evolving criminal
element

-_Training and iaison with

financial services industry
S g
Contract forfeiture investigators

=Addressing increased workload ==
- Creatmg Mortgage Fraud Task Forces lWorkmg
T Groups-
» Establishedin 42 Field Olfices
= Participantsinclude federal, state, local and industry experts

- Training - On-line training course on mortgage fraud

- Working with Confidential Sources
if

fdercover Operations (ucole.)
» UCOs currently active, additionalin planning,

» Targeting known mortgage fraud subjects idenlified by
sources and SARs

18
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proving databases and analysis

— Developing property flipping database to identify most
egregious offenders

~ Improved SARs analysis

;= Mortgage Fraud Working Groups

FZParticipaling in Mortgage Fraud Working Group at um..#:
: l}la(iong[_j;v:é'[:\nﬁthfolher Federal T&W enforcement and
financial institution regutators.

_34 Public Corruption
- = 63 Corporate And Investment
- Fraud
* = 24 Health Care Fraud
= 28 Financial Institution Fraud

; 50 'MortgageFrau, , .

= State Agencies

= Local Agencies

"’A‘pproxlmately 30 pending investigations

19
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e nc ol

_Foreclosure rescue schemes
.. » Loan modification schemes

=« Fraud connected to community block grants
. * Fraud connected to the $780 Billion bailout

! = Fraud connected to the corporate bailouts

M Fioeury

bé
b7C
b7
Supervisory Sp| gent
F8I. Cancord.
20
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