










FBI Deputy Director John S. Pistole, in his recent Congressional testimony focusing on 
the FBI's mortgage fraud efforts, spoke to the importance of utilizing lead information 
from SARs in their efforts to combat fraud; and he also noted the many interagency 
efforts the FBI has underway with FinCEN and others to tackle mortgage fraud. 8 

FinCEN has provided analytical support to the FDIC in their work with problem 
institutions, where BSA data is proving very valuable to their investigations in the 
mortgage fraud area. Last summer, FinCEN also supported SEC efforts to identify 
potential securities fraud linked to mortgage fraud. 

FinCEN is also partnering with numerous other Federal agencies in a broad, multi-agency 
task force headed by the Special Inspector General for the Troubled Asset Relief Program 
(SIGT ARP), in coordination with the Inspector General for the Board of Governors of the 
Federal Reserve System. This proactive initiative combines law enforcement civil and 
criminal resources to deter, detect, and investigate instances offraud in the Term Asset-
Backed Securities Loan Facility (TALF). More broadly, we are working with Office of 
Inspector General (OIG) offices around the country to support their efforts to root out the 
waste, fraud, and abuse in a range of government programs. 

On March 13th FinCEN entered into a Memorandum of Understanding (MOU) with 
SIGT ARP that provides them direct access to Bank Secrecy Act (BSA) reports. FinCEN 
is also providing regular training to the SIGT ARP staff on money flows and on how to 
effectively use BSA data for their analytical purposes, and is currently working with the 
SIGTARP's Investigations Division and Counsel to develop a joint advisory to send to 
financial institutions on reporting suspicious activity related to criminal use of T ARP 
funds. 

FinCEN is also providing the HUD-IG technical training and support to use BSA data in 
mortgage fraud cases and assisting them in a strategic effort to proactively identify 
mortgage fraud in FHA loans by generating leads and potential investigative subjects 
through SAR analysis. These leads will assist them by identifying potential fraud by 
industry insiders, fmding mortgage fraud "hot spots," and reducing labor intensive 
research for investigators by centralizing and streamlining the identification of potential 
frauds as reported in SARs. 

FinCEN has also facilitated requests from law enforcement through our PATRIOT Act 
section 314(a) program where law enforcement indicated that mortgage fraud was a 
component of their significant money laundering investigations. This is a unique 
authority provided by Congress that allows FinCEN to reach out to the financial industry 
to identify previously unknown bank accounts and transactions. These new leads often 
advance law enforcement investigations, including for the purpose of seizing and 
forfeiting criminal proceeds, some of which might be available for restitution for victims. 

8 Pistole, John. Statement Before the Senate Judiciary Committee, Washington, D.C. II February 2009. 
See htn>://www.tbi.gov/congress/congress09/pistole021109.ht 

6 



The Administration’s Response to Foreclosure Rescue Fraud

On February 18t1, President Obama announced a series of initiatives to address the
nation’s housing crisis and help American homeowners. The Making Home Affordable
programs were designed to keep mortgage rates low, allow responsible homeowners to
refinance into affordable mortgages or alter at-risk loans and help homeowners lower
their monthly mortgage payments. But just as the Administration intensifies its efforts to
help American homeowners, those who would seek to prey on the most vulnerable are
intensifying their tactics as well, often through purported “mortgage modification” and
“foreclosure relief’ companies.

On April 6th, Treasury Secretary Geithner, along with Attorney General Holder, Secretary
of Housing and Urban Development Donovan, and Federal Trade Commission Chairman
Leibowitz, announced a major interagency effort to combat foreclosure rescue scams.
Two specific initiatives were included as the Treasury’s primary efforts to the joint
response.

First, FinCEN issued an advisory9to help financial institutions spot questionable loan
modification schemes and report that information for law enforcement purposes. The
advisory provides “red flags” for financial institutions that may indicate a loan
modification or foreclosure rescue scam.

Second, the Treasury announced an advanced targeting effort - coordinated by FinCEN -

to deter fraudulent activity and combat fraudulent loan modification schemes. FinCEN,
working with our partners from the law enforcement and regulatory communities, is
utilizing information provided by the financial industry, along with other information
supplied by participating agencies, to identify possible loan modification fraud suspects
for civil and criminal investigations. This research initiative uses SAR filings
specifically related to loan modification) foreclosure rescue to identify targets for referral
to appropriate law enforcement authorities.

By serving as a networking and deconfliction center, FinCEN is also helping law
enforcement agencies streamline and coordinate their efforts so that the resources of
multiple investigative and prosecutorial agencies are focused in the most efficient way.
This cooperative effort will maximize government resources to shut down fraudulent
companies more quickly than before, target companies that otherwise would have gone
unnoticed ‘under the radar’, and will increase our knowledge of how these companies
operate, enhancing our efforts to identify and prosecute every individual involved in a
mortgage rescue scam.

FinCEN is proactively reaching out to State-based organizations such as the National
Association of State Attorneys General and National District Attorneys Association to
involve their members in this initiative and to solicit input on their ongoing activities.
While Federal criminal investigators and prosecutors are committed to pursuing the most

9http://www.fincen.gov statutes regs guidance/pdf fin-2009-aOOl .pdf



egregious organized criminal actors, it is critical that we involve our State and local
partners to avoid letting criminals slip below the radar screen. FinCEN can play a natural
role here through its relationships not only with all major Federal law enforcement
agencies and U.S. Attorneys’ offices across the country, but also its longstanding support
of State law enforcement coordinators in all fifty States, as well as police forces in many
major municipalities.

We have also participated in Neighborworks-organized teleconferences with participants
from Federal, State, local and non-profit organizations and followed up with a detailed
memorandum on FinCEN’s strategy and solicited input. Any feedback will only serve to
complement FinCEN’s proactive research initiative of Suspicious Activity Report filings
specifically related to loan modification! foreclosure rescue to identify targets for referral
to appropriate law enforcement authorities.

Conclusion

FinCEN is proud to play its part in supporting the Administration’s and the Treasury
Department’s broader efforts as part of the Financial Stability Plan, including the Making
Home Affordable programs. While it is impossible to eliminate the possibility of abuse
or fraud in broad fiscal stimulus programs, new efforts to spur economic growth and
promote responsible homeownership should rightfully be accompanied by renewed
vigilance to mitigate criminal tendencies that could undermine the effectiveness of these
critical policy initiatives.

The cornerstone of prevention is having the appropriate intelligence for detection, and
aggressive action at the earliest stages will make it more difficult for bad actors to engage
in fraudulent activity. None of the analytical work FinCEN is doing to fight mortgage
fraud and to curb the system of abuse that is exploiting our nation’s housing rescue
programs would be possible without the SARs, and other BSA reports, that fmancial
institutions file. And those of us who receive and use this information have an important
public trust to uphold. This is a responsibility the 300 men and women that make up
FinCEN take very seriously. We greatly value our partnership with the financial industry
to advance our shared goals of protecting against abuse of the financial system.
Educating financial institutions and the general public about risks and vulnerabilities,
and, where possible, using regulatory authorities to help mitigate them, will remain key
components of our Government strategy to prevent financial crime.

Those who nonetheless violate the law should be held accountable. The law enforcement
and prosecutorial resources of the Justice Department, the States, and consumer
protection authorities such as the FTC are working hard to prosecute and shut down the
unscrupulous opportunists who prey on the economic hardships of others. FinCEN will
continue to seek to leverage its expertise, information, and longstanding relationships
with a broad range of Federal and State, criminal and civil enforcement authorities, to
promote the use of all available tools in furtherance of the objective that crime should not
pay.



Thank you for inviting me here today. I am happy to answer any of your questions.


