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FRAUD IN THE NEWS

Renewed efforts to combat Mortgage Fraud
The National Fraud Authority estimates the cost of mortgage fraud hit £1 billion last year. In an effort to combat this area of fraud HM Revenue & Customs, the Council of Mortgage Lenders and the Building Societies Association have worked together on the development of the Mortgage Verification Scheme. This scheme was launched on 1 September 2011 having been piloted since March 2010

The scheme allows mortgage lenders to check income details declared to lenders against information provided in income tax and employment returns held by HMRC. Lenders typically use this service where they have inadequate evidence of declared income and suspect fraud using a secure electronic platform to HMRC. Once the information has been provided by lenders HMRC will then advise lenders whether or not the details correspond, which will inform lending decisions.  

This scheme also provides assistance to HMRC by allowing it to verify the information it has been given on applicants’ tax affairs is correct. In return, lenders gain access to a source of data that helps them to lend responsibly and manage risk. Financial institutions use a variety of sources to help them assess fraud risk with the responses provided by HMRC being one source of information enabling them to reach a decision where the lender suspects fraud.

CML director general Paul Smee comments:

"Lenders have found during the pilot that the scheme has been very useful in helping them to lend responsibly. It has helped them to avoid lending in some cases where there is a risk of fraud, at the same time as giving them confidence about the borrower's credentials in some cases that they might otherwise have felt compelled to refuse."

BSA director general Adrian Coles says:

"This scheme is an excellent example of HMRC working proactively with business to provide a valuable service which could significantly decrease mortgage fraud and give an additional check to bolster responsible lending. Mortgage fraud is a cost to the industry, and ultimately the consumer, so this scheme benefits both lenders and consumers alike."

Colin Barclay, Assistant Director, HMRC Risk and Intelligence Service, says:

"HMRC are determined to tackle fraud wherever we can. The Mortgage Verification Scheme is an unprecedented opportunity for HMRC and lenders to work together to combat fraud in the mortgage industry."

Charity fraud uncovered

Charity chief Dennis Grant, who stole almost £700,000 from its funds and spent it on the high life, including luxury cars and a holiday villa, has been jailed for four years, four months. The 63-year-old bought a £300,000 home in Cyprus and a £62,000 Aston Martin Vantage car, as well as a Jeep 4x4, with money he plundered from the Cotswold Water Park Society.
Grant was chief executive of the society, which looked after the park, made up of lakes and countryside by South Cerney. His frauds went on undetected for two-and-a-half years until the operations director, Tasha Flaherty, realised what was going on and confronted him about a £100,000 payment which had to be refunded. He tried to put the operations director off the scent, but she badgered him for three days until he confessed what he had done.

Miss Flaherty, who has been praised for her actions, said: "I had already had some other small concerns about Dennis, but they were very minor. But then this big figure cropped up and I had to investigate.

"At first he seemed very calm and was saying he was sure he could sort it all out, but I was not going to back off and he had to tell me what I wanted to know. Gradually I realised that the £100,000 was just the tip of the iceberg."

Prosecutor Mary Harley told Gloucester Crown Court that Grant, who earned £56,000 a year in the post, had simply set up a bank account at NatWest in his home town of Banbury, Oxfordshire, in the name of the Cotswold Water Park Society.

She said he paid in cheques intended for the society to that account instead of the genuine account with Lloyds TSB.

His ill-gotten gains included the Aston Martin, the villa, his own £300,000 home, a Jeep Commander, a Nissan Fiagro, a flat and a Mini Cooper he bought for his daughter.

Mrs Harley said that as well as losing almost £700,000 to Grant's crimes, the society had also missed out on about £1.3 million in grants and investment from businesses which had lost confidence in the organisation.

Matthew Millett, managing director of the new Cotswold Water Park Trust, set up after Grant's offences were discovered, said they were "satisfied" with the sentence.

"Dennis Grant was acting alone when he set out to deliberately defraud the Cotswold Water Park Society," he said.

"And we'd like to pay tribute to our operations director Tasha Flaherty who brought him to justice."

Regional Fraud

West Midlands Police continue with their good work in the region. Some of their recent successes include:

· Kerry Smith, a school secretary from Wolverhampton appeared at Wolverhampton Crown Court on Friday 9 September 2011 where she pleaded guilty to 12 counts of fraud and one of theft.  She was sentenced to 3 years and four months.  Smith had stolen £288k whilst in per position as school secretary.  
· Two men have been jailed for their part in a complex “boiler room” fraud which conned victims out of a total of around £1.8 million.   Whittlestone was jailed for five years and three months after pleading guilty to Conspiracy to Defraud and Removing Criminal Property.  Kilshaw was jailed for two and a half years after pleading guilty to Entering Into or Becoming Concerned in Money Laundering and Removing Criminal Property. 

Whittlestone and Kilshaw duped approximately 180 victims across the UK between February 2007 and July 2008. Their so-called “boiler room” fraud involved an unauthorized share trading company based overseas , which offered shares to members of the public that were overpriced, often restricted for onward sale and had little or no ready market and thus little or no realisable value.  

Whittlestone arranged for people to open bank accounts that were then used to facilitate the transfer of victims’ monies to outside of the UK, including the USA, Cyprus and Japan.  Kilshaw was one of these people and received approximately £30,000 for his involvement in the fraud over a six month period.  

· As Take That mania swept through Birmingham, WMP got into the spirit of things by teaming up with Aston Villa to give a local charity the opportunity to see the band live in concert in June 2011, all thanks to a suspected drug dealer who is on the run from the police.  
As part of an on-going investigation into a criminal gang of suspected of high-level drug dealing and money laundering, West Midlands Police seized eight Take That tickets believed to have been bought with criminal cash.  

To prevent the seats remaining empty throughout the gig, police teamed up with Aston Villa Football Club to offer eight spaces to a charitable and very worthy cause.  
OFF THE STRAIGHT AND NARROW

Liverpool FC will be pleased to hear that a controlled by Liverpool FC’s former co-owner Tom Hicks has been accused of fraud in US court papers.

Global accountancy firm KPMG is being sued by a finance company for giving a ‘clean bill of health’ to Tom Hicks’s American sports group which owned the Dallas Stars hockey team and Texas Rangers baseball team a year before it defaulted on a $540m credit line in March 2009 KMPG is accused by New York-based GSP Finance of assisting Hicks Sports Group (HSG) in hiding the true position of the company’s finances.

Hicks has not commented on the claim, but it will please Liverpool FC fans across the world to see Mr Hicks in another difficult situation as Liverpool’s fortunes continue to rise under new management.
FORTHCOMING EVENTS
18 October 2011
Cross-Border Enforcement of Civil Fraud Claims: Shaping New Law into Highly Developed Advice for Clients
Click here for more details

6 December 2011

Midlands Fraud Forum Masterclass 

More details will be available shortly by clicking here 
Disclaimer: The Midlands Fraud Forum (MFF) does not make any representations regarding the links on this newsletter and is not responsible for the content or accuracy of the materials contained.  In addition, the links to these sites should not be construed as a recommendation, endorsement, adoption or approval by the MFF of any products or services offered by the operators of these sites, or the views or opinions expressed therein.
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