
• Public Corruption 
• Corporate/Securities Fraud 

• Health Care Fraud 
• Financial Institution Fraud 

• Mortgage Fraud 

...,Insurance_Eraud 
Money Laundering 

- 1. —Protect the U.S. from Terrorist Attack. 
2. Protect the U.S. against foreign Intelligence 

Operations. 
3. Protect the U.S. against Cyber Attacks. 

, 4. Combat Public Corruption. 
5. Protect Civil Rights. 
6. Combat National Crime Organizations. 

• 7. Combat Major White Collar Crime. 

Support federal -state,local and iblernational partneTer--1  
Combat Significant Violent Crime. 

11051Uogradd 	to successfully perform FBI 
mission. 

FBI Sdn Franc 
CitizeAcademy. 
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" Fighting corruption is essential to meeting the 
-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 
protecting the narrow itatof a well- ' ----, 
onnected few.' 

11 	
- President Bush, May 2003 

-""*"..--"•■•r-  - 

• Number 1 Criminal Priority 
- 

• Examples: 
- Bribery 
- Extortion 
- Conflict of Interest 

federal, State, Local officials, 

"11111169"--  

g- ...L"Public_money is like holy water; everyone 
helps himself to if' 

-Italian Proverb 

• "I can resist everything except for 

ipro.

temptation" 	 ,_ _____I  

OscartWilde 
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•-"Protection" of Criminal Organizations 

• Escorting Deliveries of Contraband 
• "Tipping" of Criminal Investigations 

• Drug Trafficking 
. Money, Drug, Stolen Property 	-1.--  
• PrisorLO„Ii;ard.Gorruption_ 7  -----h"..4   ,, 

..•1 
--'--------4------------:11-  ---.—.' i 

1111111.0.--.1.51111110.1111-...—Wwia!”
--  — 

Washington Post January 4.2005 

•- Federal checks and balances 

"Big Picture" Advantage 

• Tends to be less local ties for 
Investigators, Prosecutors, Judges 

• "...you must first enable the government 

Ito control the governed; and in the next 	_I 
lace.gagent.to controlltself." 

-James Madison, father of the U.S. 
Constitution 
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• licensing/Certifications 
-- Liquor; construction, professional 

• Inspections 
— Non-enforcement of city/county codes 
— Extortion despite code compliance 

Zoning Changes 	 ;#' 
Reside "Tro'CommercialabP, 

— Low-density to high-density 41IP  

Primary Targets - 
_— U.S. Congress/State Legislators 	

• 
 

—County Commissioners/City Councilmen 1"?.1  
— Lobbyists/Consultants 

• Typical Official Acts 
— Introduce bills/resolutions 
— Vote/Not Vote 

Exellaggplejmproper.inflegrice over others 
111"F".",ayrnents 

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

A AN DIEGO, 

„migal1111111W...........4,410° 
S 	 CA - On November 28, 2005, U.S. Representative Randall 
"DUKE" Cunningham, pled guilty to accepting gifts and bribes from 

 

defense contractors In exchange for providing preferential treatment. 
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"Ramm-aking" Scheffies 
- -Attorneys/clerks soliciting bribes for influence 

• Court Appointment Kickbacks 
• Probation-Related Fraud 
• Obstruction of Justice 

—Witness/jury tampering 

—Perivailsestatements 

MPFT717:litional 
— Reduced charges, sentencing, 

— Forfeitable property, fines 

• White Collar Crime Priority #2 _ . 
• Corporate Fraud 

— Accounting Fraud 
— Examples: Enron, Worldcom, Adelphi 

• Insider Trading 

• Market Manipulationfraud 

larubprime mortgage
ITIMegitre Po i nz.1 schemes 
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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 
a se transactions designed to evade regulatory 

oversight 

Self:Dealing 
("Me First") 

• Self-dealing by corporate insiders includes: 
• Insider Trading 

ic....  Manipulating stock option dates 
laglia:ia cksi Olilio*------•”-4111111"` 

• Misuse of corporate property for personal gain 
• Individual tax violations related to self-dealing 
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•-liidividual Shareholders 

• Employee Pension Plans 

• Mutual Funds 

• Financial Institutions (Lenders) 

- Market Stability and Reliance 

  

  

  

  

  

  

The:FBI Response --- 

eorporatefraud Response Teams (CFRT): 

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

• Deployed on temporary assignment to the location of 
Corporate Fraud cases to help carry out investigations: 

• Conduct interviews 
_ 

• Analyze drpa.. j2.,e212,__......."11W 
11111111111poRevi afements 

• Handle evidence 

•
— 
White Collar Crime Priority #3 

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

• Work with Inspectors General 

• Examples: 
1-iospital Cost Re orting 	_ 

1111MOutpatie t-Surgery Centers 

– Medical Transportation 
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— Defraud US Government Health Care Programs 
—Defraud Private Health Care Insurers & Programs 

Defraud Consumers of Health Cara Programs 

Public law 104:191 Enaet159-A.u—dirat-2.171996,  

He 

SeNices not rendered 
••Services not necessary 
• Kickba-Cks 
• Upcoding 
• Product substitution 
• Durable medical equipment fraud 
• Substandard products 
• Infusion therapy fraud 

Illegal Inter 	prescription drugs 
CounteTigit armaceuticals 

• Prescription drug diversion 
• Medical privacy 

• To identify, investigate, and assist in the prosecution 
of individuals and entities which: 

• Appiopriated special funding to 
the FBI for health care fraud 
enforcement 

• Eight FBI Special Agents in the 
_...Z.110.  Francisco 

11111101."—  
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• Crimes against banks 
- Mortgage fraud 
- Other loan frauds 
- Large scale check fraud 
- Internal fraud 

External fraud 
Credi1741tgil w, 
Idenlir e - - 

- HELOC fraud 

alli. Van Sans In laa 

!rin:ntr;.747.7.1,-.U.s s■VM 
bana'.  au aa a d 

aranaear. 

- 	Cpcieland, Ohio 

T.-  Procedural based pain managern,951 

\ /./P • • Narcotics for injections trade 
' 

• Patient Deaths 

$59 Million billed to Medicare, Medicaid, OBWC, etc. 

.Covert iririgton hi.-es iga lion 

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

• White Collar Crime Priority 
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• 1111-11111, Nam. 

1114111,--1 Fraud Pram 

1011-1b7. 

— What Is the Most Common 
Form of Financial Institution 

Fraud Today? 

Mortgage Mlortgage fraud in US is becoming more 

Irliaridon a "criminal enterprise" aspect 
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.Mortgage 
Fears Rock 
Wall Street 
Freddie, Fannie shares 
plummet on rumors 
of government bailout 
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bo51)ington 
U.S. Seizes Control 
Of Mortgage Giants 
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'Tabular of Fannie 
And Freddie Aims 
lb Revive Housing, 
Financial Markets 
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Isanguw tun 	"- 	- 

BUSINESS 
Macbeth writhe Markt! 

•••• 

Capital One's Profit Plunges 40 Permit 

ihrirtarriLlanftlteilarseirfroar. 

Merrill Lynch Posts 
S4.65 Billion Loss 
In Second Quarter 

OresCaneun M Tdr. ka 

11,11•1 11111 
Financial C 
Losses Top 
nearly S150B in value 
S&P 500 index.loses 

in trading Monday 
	hitertIlLynth noosed the armorial 

sretion or the Standard & INX0e$ 

an Urea." Morgan Stanley mad 

Min haler to luau 
almwl a100  bil-
lion in value on fitIone Lontna- 

- — 	 Monday, accord- nkes hue Mat Inorothan 91 tnl ken 
InNutse tine year, and yet another Tao tartans. ins to the rat- 

nastotnatro 	ins agency. Then deal one on aloadaythotew concerts ...a.... 
	magma S&P nom. Arent ns 

Santo. nod hrokeresra began 
	

fin...4.1 
sa,..seaa.s 	poseru have kat tho tteek latter on the...ono Man 
Swat 	 torn.,  8 mnion that lane hers tauten axe-  ans. 

al nee the acctor Wt suer In dreonseins credit 
rearaetl lash laat <Stoner rras-Tha financial avatar ttaalot 

I Amara Salsrblalt.S/SPIsosnarr with a ran !Weary of naubles 
Moorlay: esatiolet remarks hoot tad., analyal,addllnaneial tereka 
a Katmai ReaerVe ollistal nod now wall likely manna., to helmet ulna 
capital masernantrgeddehlarnitd Amor transilentop that thartvlatoka 

end broloarastahave abettertaipoo nateduSlay. 
The imp In names like 1.ohnia credit problems. ea rat wane teo • - 

ompanies' 
$1 Trillion 
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-- A 

Lender was stuck 
with a $2S0,000 

loan. 
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I Mortgage Crisis Reverses "1  

Tide of Urban Renewal 
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3.000 

2,000 

1.000 

Pendi Mort 	e Frau_ Cases 

Dautivocer: DompAgo &MAD updmcd .1/10/200u 

Steady Growth In Pending Cases 3000 

2000 

1000 
E  

FY 200 	FY 20 FY 20 

iP' 240,2001-A121.• Ma MU: sgzo., 
/Fr 2927-pros,.•379C.sircalkm Only 

In Cases PendIng] 

'Fspii4jkFY 	6  FY 20,45,1L'20011 F'Y 2009 
(15,5 MN 

3161) 

1 Convictions/PTO CI Intonnations/Indictments n Cases Pending.' 
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....-- 	 Mortgage Fraud 
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 	Fron1747-453 	ri Fiscal Year 2004 
Fiscal Year 2005 	 -i Fiscal Year 2006 

A Meal Year 2007 	 0 Fiscal Year 2008 
0811 Fiscal Year 2000 (as 003/31r2009)  

1(111MIPMPORIMMIO • 

- 	Dollar Losses In Millions 

- g 33,000," 

, 1 
i !SIM° ' 	

Z 

Fi   

' 	C I 
 

rd ;Mon ' 

!IiiiliC4*". 

1 	So 	 — - 
iii..10,......8 	 01.ortgage Fraittli.. 

CI Fiscal Year 2004 — 
II Fiscal Year 2005 onus' Year 2006 
C 1,15eal Year 2007 	U Fiscal Year 2008 
m Fiscal Year 2009 (as of 3/31/09) 

 Dollar Losses Reported of 

10 1/2002 .10.0p_81 

Floral Year 2003 
0 Floral Year 2005 
0 Floral Year 2007 

Fiscal Year 2004 
:Instal Year 2000 
CI Floral Year 2008 leo 0140.2008) 

Dollar Losses Reported of 

..—^ Dollar Losses in Millions 

32,000 

I 

I  51,00 

SO 
Monne Fraud Cormsurcl 	Slalom 01 

EMIT Muir " 

1111111111111=1=11111111111 

15 

FBI014773 
ACLURM014659



.. 
• Big Business 

— MBA estimated that loan originations would reach 52.28 
trillion during 2007 

• Booming market causes increased workload, 
procedures not followed. 

V1....  Sider involvement. 
:2111140.1r- --..imsaW Insufficienfinternal ari71 external controls 

• Increase in activity by organized criminals 
• Subprime lending and inflated real estate prices 

16 

• To obtain a property 

• To gain a profit 

01111.111111111.111111111.0 

MORTGAGE FRAM l5 
L■NtS71CAIED BYTiIC F91 • Biaward Application 

• Intent to occupy 
• Straw buyers 
• Inflated Income 
• False Assets 

•,. 
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Bank 	
Secondary Market 

Mortgage 
Broker 	 Mortgag 

Banker 

Investors 
Pension Funds 
Lire Insurance 
Companies 

Other Commercial Banks 
Stated Local 
Governments 
Central Banks 

Fund Managers 
The Public 

Brokerage Flints 

Investment Bank. Brokerage House. 
or Real Estate Investment Trust 

Special Purpose Entitles — 

17 

The Previous Mort a e Loan Process 

The Current Mortga.e Loan Process 
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• Ttie 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 assigned in North45y and Monterey-- 

. Methods of Enforcement 
1  . , Undercover techniques 

- ElectronieSuiveillance 
- Cooperating witnesses 

- 	- Asset seizure and forfeiture 
- Financial Crimes Task Forces 
- Assign more agents to 

investigate financial crimes 
- Adapt lo an evolving criminal 	'. 	• -.. 	•••■ k• 

element 	 N i,  , "t4. . 	• 
- Training and liaison with 	l  i 	-js.) - ..- 	-"''' 10=...  -financial services industry 
. Corporate Fraur 	_ _ 	',....,,......;,,,,ipipiu..  .7 	"•'— 

l*n%ct forfeiture investigators 

•.: 

Addressing intread work oad 
— Creating Mortgage Fraud Task Forces I Working 

— Groups- 
• Established in 42 Field Offices 
• Participants include federal, state, local and industry experts 

— Training — On-line training course on mortgage fraud 

— Working with Confidential Sources 
• Individuals idenfifying ongoing mortga e fraud schemes,.....1  

Urciercover Operations (UC0s) 
• UCOs currently active. additional in planning. 
• Targeting known mortgage fraud subjects identified by 

sources and SARs 

18 
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How has the FBI res•onded? 

• In-TO—roving databases and analysis 
Developing property flipping database to identify most 
egregious offenders 

- Improved SARs analysis 

• Mortgage Fraud Working Groups 

11'=-Participating in Mortgage Fraud Working Group at 
Nationgljaietmiith 'other FederarTaT enforcement and 
financial institution regulators. 

■ 34 PublicCorruption  
■ 63 Corporate And Investment 

Fraud 
• 24 Health Care Fraud 
• 28 Financial Institution Fraud 

1155 Mortgage Fraucip. 

• Federal Agencies 

• State Agencies 

• Local Agencies 

1111111PPAPproximately 30 pending investigations 
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■ 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 
• 

-421.104~" 

h6 
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