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FRAUD IN THE NEWS
Goldman Sachs

The most recent news to dominate the business pages has been the decision to charge Goldman Sachs with a $1 billion securities fraud. This has cast a shadow over Wall Street and is sure to receive a lot more coverage in the media. Goldman Sachs has been accused of tricking investors into spending millions on a rotten mortgage product. According to the charges against Goldman Sachs and London-based executive director Fabrice-Tourre, Royal Bank of Scotland was the biggest victim of the alleged scam. The Financial Services Authority is said to be closely monitoring the situation.

JP Morgan Cazenove/UBS

The Financial Services Authority is moving to take steps to extradite an eighth suspect in its enquiry into an insider trading ring led by City printers. Operation Saturn has been concerned with alleged insider trading by staff in the print rooms of two investment banks, JPMorgan Cazenove and UBS. The FSA believes that the alleged insider dealing delivered the ring £2.5 million of ill gotten gains. 

Alstom
The Serious Fraud Office (“SFO”) is continuing investigations into suspected bribery by Alstom, the French transport and infrastructure group. Three UK board directors were arrested after raids by the SFO. The allegations against the company are that the British subsidiaries of Alstom bribed officials to win lucrative contracts in foreign markets.  The SFO has refused to comment on whether any evidence of bribery has been uncovered. 

Black Cab Ponzi

A former black-cab driver who tricked more than 8,000 people into investing in a £34 million Ponzi fraud was jailed for 10 years. Kevin Foster used the money to fund a lavish lifestyle. The judge when sentencing at Harrow Crown Court described the fraud as a substantial and deliberate course of conduct which was sophisticated and elaborate.

Barclays/GE Money
A group of 300 people who borrowed £6 million to invest in an alleged fraudulent timeshare scheme have sued Barclays Bank and GE Money because they have refused to cancel the loans. The sophisticated scheme, which is the subject of criminal proceedings, allowed customers to take loans from Barclays or GE Money. The banks have refused to cancel the loans and a High Court group action has now been launched. 

Euro Boiler Room
Thirteen members of the gang behind Europe’s biggest ‘Boiler Room’ fraud have been arrested. The gang took £20 million from investors by persuading them to buy shares in a company that never traded. The alleged leader was known to operate from Barcelona, which is a favoured location by boiler room scams. Individuals are promised what appear to be glamorous jobs selling shares in the sunshine, but soon they realise they are working for fraudsters. 

E-crime

The National Fraud Authority have published a guidance note for Small and Medium Enterprises (“SMEs”) detailing how to protect a business from e-crime. The note recognises that e-crime is most prevalent and devastating in this sector and provides a helpful synopsis on how SME’s should go about protecting their businesses from e-crime. A copy of the guidance note is on the Midlands Fraud Forum website.
Regional fraud
Outlined below are some of the recent successes of the NHS Counter Fraud Team based in the East and West Midlands:

· The practice manager of a GP surgery in Chesterfield, who stole over £30,000 from her employers by fiddling the monthly figures and writing cheques to herself, was sentenced on 11 March 2010 at Derby Crown Court.. Gladys Anne Goddard, 55, of Davenport Road, New Tupton, Chesterfield, received an 18 month sentence, 12 being suspended for two years, with six months allocated as a curfew. She must also do 200 hours community service, is on two months’ probation, and must pay compensation of £7,042 and costs of £726 within 28 days.
· A GP practice manager who was jailed only two years ago for stealing £38,000 from her employers in Shropshire was recently sentenced to 150 hours unpaid work for failing to declare her criminal convictions when she got a new job in Balsall Heath. The judge at Birmingham Crown Court described her as “fundamentally dishonest” and warned if she offended again she would go to prison for a long time.  Brenda Ward, 55, of Albrighton in Shropshire pleaded guilty to charges under the Fraud Act of failing to disclose information. The sentence follows an investigation by the NHS Counter Fraud Service and West Midlands Police. 
· A clerk has been sentenced to 18 months’ imprisonment at Lincoln Crown Court (Friday 20th November 2009) for the theft of nearly £40,000 from the GP practice she worked for in Long Sutton. The conviction follows an investigation by the NHS Counter Fraud Service (NHS CFS).

OTHER NEWS
Lloyds Banking Group and Crimestoppers have joined forces to raise awareness of risks from money muling particularly amongst the student population, irrespective of where they bank. Students are known to be a vulnerable population and are regularly recruited by criminals to launder fraudulent money for a small commission payment or other gift.

Posters, flyers, beer mats and pens will be handed out by Crimestoppers colleagues at universities in London, Manchester and Glasgow which have a combined student population of over 56,000. In addition, Crimestoppers will be undertaking a simple survey amongst the student population to gauge their knowledge of money muling at the outset of the campaign, with a follow up survey planned to evaluate student knowledge after the campaign.

The 56,000 students will be personally e-mailed from their Universities with a spoof job offer that will link them to a fake website. The site will show a "scratch effect" where more is explained about being caught in the money mule trap. The e-mail has been designed to encourage the students to share it with friends and family, creating a ‘viral effect’ with unlimited scope, which we will be able to measure.

Alasdair MacFarlane, Head of Group Fraud at Lloyds Banking Group, said ‘It may seem like an attractive option to make some extra money.  However, allowing your account to be used to launder stolen funds is a crime.  Be wary of approaches that may encourage you to assist in this fraud as there can be consequences that affect you well past your student life.  People who allow their bank account to be used in this way are helping criminals to fund serious organised crime, and are indirectly contributing to the misery faced by communities at the hands of these criminals.’

This is an exciting and innovative approach for Lloyds Banking Group and the banking industry as it continues to battle with the criminals.

OFF THE STRAIGHT AND NARROW

There has been an avalanche of books filling the shelves which have looked to profit from the credit crunch and the increase in fraud. Bernard Madoff appears to be the subject matter of choice. 

The three most popular books about the fallen financier are ‘Madoff with the Money’ by Jerry Oppenheimer, ‘Madoff: Corruption, Deceit, and the Making of the World’s Notorious Ponzi Scheme’ by Peter Sander and ‘Madoff: The Man who stole $65 Billion’ by Erin Arvedlund.
FORTHCOMING EVENTS

15 June 2010

Fraud Advisory Panel Workshop
Click here for more details
28 June 2010 – 2 July 2010

Fraud Summer School

Click here for more details

14 July 2010

Midlands Fraud Forum Masterclass
Click here for more details (details to be added shortly)
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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