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From: "Delmar, Richard K."
Date: Dec 20, 2013 10:06:05 AM
Subject: Your FOIA request to Treasury OIG for closed OCC investigations

responding to your request for final reports and closing memos on our 2012-13 OCC
investigations. Your request is docketed in the Department's Office of Disclosure
Services as request # 2013-11-113.

This is the first of four emails transmitting PDFs of responsive documents. Redactions
of names and other identifying information have been made pursuant to FOIA
Exemption 7C. Additionally, one report within the responsive class involves a grand jury
case, and it is being withheld pursuant to FOIA Exemption 3.

If you disagree with this resolution of your FOIA request, you can appeal the matter
pursuant to 5 U.S.C. section 552(a)(6)(A)(i). Pursuant to the Department's FOIA appeal
process set forth in 31 C.F.R. section 1.5(i), an appeal must be submitted within 35
days from the date of this response to your request, signed by you and addressed to:
Freedom of Information Act Appeal, DO, Disclosure Services, Department of the
Treasury, Washington, D.C. 20020. The appeal should reasonably describe your basis
for believing that Treasury OIG possesses records to which access has been wrongly
denied, that the redactions are not appropriate, or that we have otherwise violated
applicable FOIA law or policy.

Rich Delmar

Counsel to the Inspector General
Department of the Treasury
delmarr@oig.treas.gov
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

0CT 0 8 2013

OFFICE OF
INSPECTOR GENERAL

MEMORANDUM FOR LAURA L. MCAULIFFE, SENIOR ADVISOR
OFFICE OF THE CQMPTROLLER-OF THE CURRENCY

FROM: Jason J. Metrick
Special Agent in\{harge {Acting)

SUBJECT: JPMorgan Chase Bank, N.A.
Case number: BANK-13-0272-

The U.S. Department of the Treasury, Office of Inspector General, Office of
Investigations (TOIG) received a referral from the Office of the Comptroller of the
Currency (OCC) regarding a possible attempt by JPMorgan Chase Bank, N.A.
(JPMC) to obstruct the bank examination process. In 2009, the OCC had requested
the investigative reports and notes related to its relationship with Bernard L. Madoff
Investment Securities, LLC. JPMC declined to provide the notes of its internal
interviews of over 90 JPMC employees following Madoff's arrest in December
2008. JPMC's counsel claimed the interview notes were protected under the
attorney-client privilege and work product immunity.

On May 2, 2013, TOIG issued an Inspector General {IG) subpoena for the records.
After non-compliance with the IG subpoena, TOIG requested that the U.S.
Department of Justice (DOJ), Civil Division enforce the subpoena on JPMC. On
September 12, 2013, the DOJ Civil Division advised TOIG that they were denying
the request for enforcement of the subpoena.

On September 19, 2013, TOIG Counsel met with OCC’s Counsel regarding DOJ’s
decision and OCC agreed that TOIG could not undertake and further actions
regarding the matter.

As a result we are closing this matter accordingly. If you have questions or if you
develop information that may indicate a need for additional or new investigative
activity to assist you in resolving this matter, please contact me at (202) 927-
6636.

This report is the property of the Office of Inspector General, and is For Officlal Use Only. [t contains

sensitive law enforcement information, the use and dissemination of which is subject to the Prvacy Act, 5

U.S.C. § 652a. This information may not be copled or disseminated without the written permission of the

OIG, which will be granted only in accordance with the Privacy Act and the Freedom of Information Act, 5
U.S.C. § 652. Any unauthorized or unofficial use or dissemination of this information wili be penalized.

Office of Inspector General - Investigations

Department of the Treasury
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Office of the Inspector General
U.S. Department of the Treasury

Report of Investigation |
Case Title
ey Casoe Typs:  Criminal
Ofﬂce Of ﬂ‘\ﬂ Comptroiler of the Administrative __K_
Currency Cil
investigation Inlttated: December 22, 2011 Conducted by: _' R
Investigation Complsted: JUN 06 2012 TR

Approved by: John L. Phillips

origin: (NN occ Speciai Agent In Charge

Case #: OCC-12-0488-|

26 of the Comph'oﬂor

of the Currency (OCC), regarding asiglag OCC issusd | sporied the laptop was
issued to OCC Bank Examiresr and was at Unlon Station In Chicago, IL.

The Investigation substanilatsd that i o his. OCC-lasued laptop, badge, and credentials
unattended in Unlon Station, and all d&ma wane stolen by an unknown subject. led a
report with the Chicago Police Department (PD) on Decomber 22, 2011,

On December 28, 2011, OCC was contacted by an unknown subject stating he purchased the OCC
laptop from ancdher unknown subject for $200.00, TOIG used the eontac:t Infonnaﬂon provided by the
13*; obtalnad an Inapactar General (15} aubkpoana for T-Moblle

conta

Al Investigative laads hidve been exhausted regarding the stolen OCC itermns and the unknown
subject that stole the [tems. _

T Roport of rvestigation s Gra property of the Ofce of vestigation, Trewsury Offs of T Trapector
General. it contains senektive law enforcement information and ks cortents not be reproduced without
.wiittan permiselon in accordanos with 8 U.8.C. § 582, This reportls FOR USE ONLY and its disciosure |

to unsuthorized persons lv prohilied.




This case was lniﬂated or{i Doéembor 22, 2011 bued upon a refemal ol
the Comptrolier of the Currency (OCC) Informing TOIG of & stolen OCC isstted

Manager GEYC
Bacurity Director, GCYC

NCIC Raport for I
TCI9 Résults fof__ R

-Mobna FAGOrd# showsd the Humber was ragmemd
According to T-Moblle records, the gccount was curmently suspenced for

and ity conterts may not be

_mmmm%cmmtasm ThhrlpatbFOROFm&me\'“hdm |

i, bl




default of payments. TOIG attempted to mll the number and found lhaf ﬂng number was no longer in
service. (Exhibit 3y - _ =

Chicage, IL. Ths C 16 PD. claua‘ﬂed the ltetns as lost and the stolen Hnms were naver entered
Into the Nationat Cﬂmo information Center (NCIC). (Exhibit 8)
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" " wentto dispose of trash a

On March 13, 2012, TOIG Intervi
Station around 6:00 PM on December

ton foot frorn hls tablo and |
approximately five minutes whils speaking to a fellow commuter. ¥
table where he had bean eating dinner, his backpack with his belongings were gone
backpack contalned his OCC-lssued laptop, badge, credentials, and Personal ids i

] reported the Incident o his supervisor and the Chicago PD. | mportad
the Incident 1o the Chicago PD as a theft, and does not know why it was classifled a8 fast property in

the Chicago PD ruport (Exhibit 9)
On March 14, 2012, TOE'-

(GCYC) where i
her In app:
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The investigation substantiated that! left his:OCC-issued taptop, badpe, and credentials in a

backpack and unattended in Union Statir in Chicago, IL. | pecarne distracted and retumed

to his table to firid his:backpack and OCC-issued ltems missing. | reported the incident to his
chain of command and the Chicago PD within a reasonable amount &7 time.

Based on the findings of our inveatigation, it appears that the following pertinent regulation(a) were
violated and can be apphed to the case;

o 31 CFR 205 (b) (o) - Cane of Documents and Data. Employeses are required to care for
documants sccording to Faderal law and regulation, and Dapartment procedure. The term
doouments (ncludes, but is not limited to, any writing, recording, computer tape or disk,

~ bluegxint, phofograph, or other physical object on whieh information is recorded.

o 5 CFR 2035.101 (8) - Basic Obligstion of Public Service. Employees shall protect and
conserve Federal property and shall not use it for other than authorized activities.

Al Investigative lpecis have been exhaustad regarding the stolen OCC Hema and the unknown

This RBport of vestigation ts the property of the Office of nvestigation, Tressury Office of the inspector
written parmiaslon (1 stéordance with & U.8.€. § 852. This report ls FOR OFFICIAL USH ONLY and itedieciosurs |
to unauth L .
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Original Allegation, Commespondence, dated December 22, 2011.

Memorandum of Activity, Interview of— dated January 4, 2012.
Memorandum of Activity, T-Mobile Subpoena Results, dated January 9, 2012.

Memorandum of Activity, Databage-Resutts for (RIS dated January 8,
2012. |

Memorandum of Activity, Interview of . catec January 10, 2012.
Memorandum of Activity, Database Results forfJJJllJ- deted January 10, 2012,
Memorandum of Activty, Interview oIl csted February 22, 2012
Copy of the Chicago Police Department Report Number [N
Memorandum of Activity, Interview of (I cated March 13, 2012.
Memorandum of Activity, Interview - dated March 14, 2012.
Memorandum of Activity, tnterview of (I ¢ated March 15, 2012,
Memorandum of Activity, Interview of (NN cated March 15, 2012.
Memorandum of Actvty, Interview of (R, dated March 15, 2012,
Memorandum of Activty, Interview o/ dsted March 15, 2012
Memorandum of Activity, Interview of (NI cst=< March 15, 2012.

fhhkaﬂonﬁhmhﬁnpm&mmulnmﬁpﬂon Treasury Office of the inspector
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Office of the Inspector General
U.S. Department of the Treasury

R@“ of Investiggtion

Case Tlth —Mlsuao of Case #: 0CC-12-13834
Crederttiala :
{Treasury Employu} . Case Type: Criminal R
: Administrative _x

. Chvil o

Investigation Initlated: April 23, 2012
- _ o Conducted by:

Investigation Completed: : Special Agent
Origin: Office of the Comptrolier of the Approved by: John L. Phillips
Currency {QCC) - Special Agent In Charge

Summary

On April 3, 2012, the Department of the Treasury, Office of Inspector General, Office of
Investgations (TQIG), was contacted via 013 Intake by ] , i} OCE, regarding tha
followlng compleaint raported to har by a thitd party that! fappropriastsly displayed
his OCC badge In a private family estate legal matter. {Exhibit 1}

The allegation stems from iJils visit ta the property of-l unolo,_'
inventary property related to the estate of - Grandmother, |
beneficiary of his Grandmothes’s estate.

Deputy Comptroller In the OCC’s]

Based on conflioting statements of the camplalnunt and witness, and interview of the aubject,
TOI@ could not aubstantiate the allegation that {JiliJibisused hls OCC issued badge or
cradsntials to Intimidate, harsss or influence.

Our investigatien determined the ailegations could not ba substantiated.

mwawhmmummammmdmm
General. X contairie sensitive lew erit information and ite contets mey not be repraduced without
writheh permission in acoardance with § U.8.C. § 382. This report is FOR USE ONLY and its disciosure

to unsutiorized persons fs prohibited,




of |

12-1383-
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Deputy Comptroller in the OCC’s ﬁ‘&r&éﬁ offics.

During the ooumq_of the Investigation, TOIG oonductod relavant Interviews with:
. » MRS, Complainant .
f Deputy Asslstant (':orrlptrcslhsrlr 0CC

Wlmm

in addition, TQI@ reviewed pertinent documents, including:
¢  Written complaint from— Attomey represariting —

On June 4, 2012, TOIG interviewed )
In reference to a complaint recalvad s

woﬁumt&mﬂm&.ﬁé@wfamnmlmmwmm
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PmSaf'!

.. Informed, hlm that that - wes ot art of the sstete. i
right to take ““'mrz"% advised he toid

Police, to which a, State, I'm Federal® snd pt._ﬂ_lod out his badga and sald,
“call whoever want, ['m taking pletures and recording”. | gaid that his mothet
then a:ku#m ha warked for and {jjjjJ#eid “Treasury”, said that D

nevar sald he was on official businees.
trying 1o Intimidate them, it worked, told his

aft fhafthv... “for sure were going to bs audited now.” (Exhibit 2}

O

n August 1, 2012, TOIQ interviewsd]

—relnﬂngtnanallmﬂon'

As.a!stant Daputy Comptroller, OCC,
izmed his OCC Issued credentials.

llquldathﬂ he wes allowad, by court order in March 2012, tof socess to his Grsndmother’s
property to do an sosounting of afl ths properily regarding the estats,

kald ha made arrangements
he went ta the property tg
paid th & st the ferm and perked In front of
. | : eoutln came out of his houss snd toid
: ! ez 1t at that point he conference called his wife
sy, mmmmﬁ-m@mmmmuhmm
ﬂuthuunmmubumtuboglnmﬁhn chires but the camera he had would not
take gopd platures In the derk, mmkmhumwgﬂhhothﬂmam
that becauss his camers was in kplck.h&dumpnd kpack cantents ante

car seet to find the camers. While du aut d that his QCC credentials
fell onta the ground. Balley said ploked hia Gredantials oft the and
aaked, “Du yau stiil work far the Fed mﬂmhhmmk&
reaponded that he did.

that af} of his
hon&tomwtom As

'-’eru'wuudmﬂmmwmm then the

mmdwmmd&muwmmuu
Ganeral, & conining smnwiive lnw arfarosment informatien and iy oonishis ot be without
‘writherr permisslon i sscorduncy With 5 U.S.C. § 355 THN /sgiont i FOR OF USE ONLY arid iy diselosure

to uneuthorized persons s prohibited.




ey - LTE e

dc’l'uood thelr anger. _
W= that hs has no ides why wauld have said credenitlals were
times and that he never . I don't care who you oall, csil the looals, I'm a
d that he did not intend to lntl‘mldatc. harass or influencsj hasad on his

Federal Gﬂvommom position. denied ever shawing hla & £g. | waid that he
has baan very osrsful the ertira time ta nat send an emall to |
B 1o his work ema mmofmcporoapﬂan
ostatd mattur *ta gat to = resalution”.

-mvndad_u svrom wiitten statament addressing the above. (Exhibit 3)

On September 12, 2012, TOIG reinterviewed NN N Fives asked if he could
describe the badge thet he allegas was showrt 1o hirs 5¥ i said thet “It wes
gold®. When asked (? ha could deecribe It & Mttle rhors, | uklhowtﬂdnotmltww
well, he only saw that It was gold snd could nat tell If thare was any other identification
atiact  the badgs. said to fifp open his wallst énd he saw tha
badge. sald that the other side o wallet way nat black but didn"t aee anything

thers. (Exiibit 4)

On Sopumbqrm 2012, TOIG mui-wod
al «d his badge. snkad
day of shawing his ore

informmtian arml iy contetts may not be reproduced without
nmmc § 555 THiS Nport i FOR OFFICIAL USEE ONLY and NS IR |
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thlt ahu never called the polIcl nnd*not in the car anql left without further

CET Incldent, 8 [ she has only sesn him in court since that incldent and he don not speak to

them. suppiled a aworn written statement. (Exhlbit B}

None

Findinge

TOIG's Inveastigation of the misuse of OCC badge and cradantlsls In violatlon of 31 CFR 0.213 -

Goneral conduct prejudiols! to the Govemment and § CFR 2838.704 — Usse of Government
Property led to differing scoounts by withessee and umorroboratad statements, tharefore TOIQ

ﬂnda the allegations unsubstantiatad.
Distribution |
G oo Advieor, Office of the Comptroller of the Currency.

General. it containe sensitive lmw snfercement iInfornmtion and s eorntents not be reproduced without
writhon permiveion I sccordence with § UA.C. § 652 Thiv epoit w FOR USEONLY and it didaiosurs
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Joph L. Phillips | %
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3. Memorandum of Aoﬂvl'ty, lntorviaw '_gtsé Auguﬂ 1, 2012.
4. Memorandum of Activity, interview o+ J. dated September 12, 2012.
8. Mamorandum of Activity, interview of i dated Septamber 12, 2012,
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Office of Inspector General
- U.S. Department of the Treasury

1

Report of Investigation

Case #: OCC-12-1404-|

(Traawry Ernployoo) Case Type:  Criminal —
Administrativa X

investigation inltiated: May 24, 2012
' lavuﬂauﬁon Completed:

Conducted by: |

] Senlor Adviser Approved by: John L. Phillips
Office of tha Comptroiier of the Currency Spscial Agsnt in Charge
g -

On Aprﬂ 3, 201 2, the United States Department of the Treasury, Office of inspector General,
wastinations (TOIG) Inhia:tod an Invostlﬂatrcm besed on information roceiv&d from

aliegations that the examniners wesre Frnpelfna pragetermaned goals for dow&gsd&s of banka as
opposed to downgrades based on capital adoc{uacy, mtt quallty, managemant guality,
sarnings, fiquldity, a sensitivity to market risk (CAMELSl eriteria during the Jank and

Trust 2010 examination.. (Exhibit 1}
The mvuﬂgiﬁon ruvuied thut the ailngutlon" |

oontain & flie, “IT ROE Comrnqnt -FNB! i

Pointsec Medla Enoryption (PME). its contents are anol'Vpiﬂd until the approprluto orodgnﬂail

(eccount name and pauword) arn providaed to the PME program. Therefore, unisss unapproved
sppropriate cradentials, they could not have eccessed the file’s cortants.

ti'rumh drive waé unirtentional

he tion tha elved lmpropor gratuities from .
#as unsubstanti investigation found no proof that ever
International Superspsedway as a guest of First National Bank of

T




Inveetlguﬂon datarmlnod that the allogutlon OCC mmlm were Impo:lng prndc‘tm‘mlnod goals
. for downgrade of banks was unsubstantiated. TOIQ found no proof that OCC employees were
encouraged to use or were using enything other than the epproved guidelines when rating

Bank and Trust,

a of |
Durlng the coiwse of the Investigation, relevant Interviaws were conducted with:

- S J President and CEO,| nk and Trust (i
Jlor Vice Pra idant and Commarcial Lending Otficer, {JJl]
T Offlcer,

, President, First National Bank of-

 Vice Pmldant
& Prasident and Senior Lending Offlcer, {fiJ)
Bank

Netional Bank Examlnar, occC
[Associste Natlonal Bank Examiner, OCC
'National Bank Exeminer, OCC '

in addltion, TOIQ reviewed pertinent documents, Inchxling:
¢ Doocuments provided by Bank and Trust
¢ OCC’s polioy regarding bank exems

On August 14, 2012, TOIG interviewed stated that that the

2010 OCC examination was a tumuftuous ond. He stated that he falt the results of the exem
were determnined well before the exem took plm and that the exam waes simply @ means to gat

to the OCC’s prodctarmlmd outcome,

Jank provided the OCC examiners with two

to complets the exam. The thumb
tgrviaw on January 17, 2012.

ohie ; went to erase the thumb drives so

tigad one of the drlvu contained e file that appezred to be for the

First Natlonal Benk of SRR (Exhibi 2)

i st&w for the 201 1 uatnlmﬂon

Thllfhpuﬂd’llwndndbﬂhﬂll dﬁmﬁmmoﬁtdwm
it contairie seneitive kv siforseinent and Ks oorisnts ey not be reproduced without writter:
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-_ aiad that aha gwu tWO thumb
xplained that &t the oonciusion of the
ook f or the OCC. On January
A JEerk had their exit Intewluw for the 2011 exem with the OCC. | 5
that brouuht the thumb drives to this meeting and geve them baok to: her £
sha Ir.ap! tho drives in her office and e faw days efter the exit intervisw she went to delets the
infoimhation from the thumb drives. so thty could be used agein. 1 deleted all of the files
from the first thumb drive with na issues. y-she want to delets the second thumb drive she
notlced e fils that contained the neme OE”, (Exhibte 3)

- On August 14, 2012, TOIG interviewed @ 55100 that during the 2010 OCC exam
he worked with "Wiﬁw’ina outstanding loans, One of the loens examined was the
Properties account, | id she was going to downgrade the account.
stated thet he did not belleve this was Justifled and he und- went back and forth
the justification for downgrading the account. ised that efter e lq_ng uxeha
stated that, | have to plck somsthing (or one), do you want me to contir
not remermber the. exaot quote because of the time that has passed,
went on to teli him that this sccount would be a good ona for tham to downgradu bscsuss.
could easlly be upgreded in the future. ted that ultimately they were abla to keop the
roperties acoount from being downgraded. (Exhibit 4)

On Auguﬂ 14 12, TOIG Interviewed

sfated that lnitiallv ho dfd not t
wds. 8 narrnal qucttion for someone to ask
_one morring shortly after request he
and agked sboist attempting to fra’t
thut ke had only. provided recommandations g
with her and never met with her outside of the.
him af OCC Examiner I Cherge (EiE
stated he egein denled the clajms.
regarding the information provfdod by

Jadvised that no ans from (I

On August 26, 2613, TOIO
‘ o _wuy at any time during the

took OCC

2011 OCC to the race but stated he
was pa.ld forhuticket to the
rece, pt the raceway

gratulties o ameniﬂu W cultum

whqym eise that ere not available to the gonnrut publie.
(Ethbit 8




Puqe4of7'

o e :";""'iatmw that ho oria fron'q:tbbk .
: "'_"""._'-."OCC oxamlnqr | arspsedway ot any tira during tha 2011 OCC

axamination. axpiainod that one of tho proportioa examined during tha examination was
in tha vicinity of The racetrack and ha had offared to driva OCC examiners to tha proparty but

as in his vehicla. (Exhibit 7)

they did not go to the racetrack and he could not recaii if

On Septerber 10, 2012, TOIG interviewed {NENTNNE W advised that ha took
pertin a meeting at | 2reke i) ] E According

oyse j was teken to the
finternational Speedway bv‘* members of‘fcr a race and wes given VIP treatmaent.
 ceuld not recsll axactly who made the statement but he ramembered
and — aft beirig part of the disoussion. (Exhibit

on Sﬂﬂ"embot 19, 2012, TOIG intmiowod’ @D recaliod the mesting with § __ |
a1 O Bank. Howav stted that he did not recognize the narme i
4 S statod that ha was Unaware _of -

_ recalied tha mesting with
Bank. Howwer_ " 'stata? that he did not racognize tha nama
beiiwod tha OCK Eﬁtﬁ_ﬁsﬁ?ﬁl’i he worked with cama from tha

=h stated that ha nevar
of g‘olng to tha - lnternational Spaudway or recetving any other gratuitias
 tEschibit 10)

lisd the meeting wh:ﬁ
not recognize: the name

On Datober 4, 2012, TOIG interviewad fi
le containing ﬂTRbportof._
the Exsminer in Charga, ultimately he waa responaible for tha dlgiml N
banks. (Exhibit 13)

MMdedehmmemmdwm
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':_'—_"_'._"-_On Qotobar 4, 2012, TOIG interviewed (il

Pago's'af

ntad thafahe hn never boon to tho

instarnations! Spesdway. stated that she hes never received o ‘gratuity from.

q:"tated thet tho OCC does not have quota system.
Oxpf&ia's&:l that oho has hever Instructed to rete banks on any oriterla other than the ones

outlined by OCC policy end CAMELS components. (Exhibit 14)

On Qgtober 4, 2012, TOIG interviewed stated she has never been
instructed to rate banks on any criteria other than the onct outliined by OCC polioy end CAMELS
components. W stated that the OCC does not have e quota system. (Exhibit 15)

A TOIG cyber axaenation of the thumb drive returned t Bank and the government
computer used by-ahowod that the thumb contained e tila, *IT ROE Comment —FNB

- dog”. However, thie document ls protected by PME. ita contents ere encrypted unti
the appropriete cradentiais (eocount name end pasaword) are provided to the PME program.
Therafors, uniess unepproved partiss possessed the eppropriate credentials, they could not have
accessed the file’'s contents. (Exhibit 18)

On September 25, 2012, TOIG pfoaented tho mvestigalion to Assistant United States Attorney
'Northern District of

prosecution, (Exhibit 17)
Judictpl Action
N/A

The investigation revealed that the ellegation disseminated confidential bank
Informatlon wes unsubstantisted. The thumb defve that (I rotumed to JIPSank did
contain a fite, *IT ROE Comment -FNB do -'-. Howaver, tha document is protected by
PME. ite contents are encryptad until the appwpﬂato credentiels (scoount hame and password)
are provided to the PME program, Therefore, unisss unapproved parties pouaoud the
appropriate cradsntisls; they oould not have apcesssd the file's contents.,

Investigation determinad the eilegation that _ id impropar gratuities from
National Bank of | -was unsubstantiated. Investigation found ne proof thet
attended o rece at international Superapsadway as e guest of First National Bank of

h“ of ivestigetion e the property of the Offics of Mivestigations, Tressury OfMes of Nepector General.
% sensitive lew snforce Information and Hx condents may not be reproduced without writtien '
‘accordancd UL8.C. § 683, This report la FOR OFFICIAL USE ONLY and its disclosurs to
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Inveutlgaﬂon detormlnod that tho allogatlon OCC axarnlﬁom wera lmpdalna prodat«mlnad goalu
. for downgrade of barika we# unsubstartiated.  TQIQ found no proof that OCC employees were
enoouragod to use or were using anything other then tho spproved guidelines when rating

Bank and Trust.
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' 1. Lead Information from OCC, datéd Aprll 3, 2012,
2. Memorandum of Activity, interview of (NP <2ted August 16, 2012,
3. Memorendum of Actlvity, interview of Yl dated August 18, 2012.
4. Msmorandum of Acthvity, mter\rlaw_of- dated August 16, 2012.
5. Memorandum of Activity, Interview of—_dutod August 16, 2012,
6. Memorendum of Activity, Interview of _datad September 8, 2012,
7. Memorandum of Activity, Interview of SN d=ted September 6, 2012,
8. Memorendum of Activity, interview of [EEMIII doted September 21, 2012,
‘9. Memorendum of Activity, interview of-daud Septemnber 2B, 2072,
10. Memoarandum of Actlvity, Interview of'—dotod Sapturnbef 25, 2012,
11. Memomndﬁm of Activity, interview of _datad Septamber 25: 2012,
12, Memorandum of Activity, Interview of— dated September 25, 2012.
13. Memorandum of Activity, Interview of- dated Oatober 24, 2012.
14. Memorandum of Aoctivity, Int&ndow of‘_datod October 24, 2012,
16. Memorandum of Activity, interview of— dated October 24, 2012.
18. Memorandum of Activity, Cyber Examination, dated February 22, 2013.
17. Memorandum of Actlvity, Criminal Hofor_ui - Declination, dated October 24, 2012.
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‘Office of InSpeCtor'General B
U S Department of the Treasury

Case #: 0CC-13-0002

Case Title
al Bank Examiner Case Type:  Criminai ——
NB 08 Administrative _ x
Civi o

Conduoted. by: %
gent
investigation initlated: October 5, 2012
. Approved by: John L. Phillips,
nvestigation Cornpleted: Special Agent in Charge

Origin:: Office of tha Comptroller of the
Currency

On Qctaber 6, 2012, Offics of the Comptrolier of the Currency (OCC) Senlor Counsel

_ 0T tsgwé the Deportmmt of the Treasury, Office of Inspector General, Office of
Investigations (TOIG] t5 report the possible misuss of a government traval card account by OCC
(Exhibit 1)

According to the aﬂugardm,- used hee travel charge card whiie not in a travel status to
make gsaoline purchases on thirty one occasions as wsil es making ATM withdrawels whife not

in & travel status.

The Investigatics datermined that the allegations are subatantiated. OCC provldad e travel
schedule for I 8a oredit card stataments. Tho purchases wers made numerous
days prior ta oF & _ avened. | Trtle using the travel cerd
for gas purchaess, o clalms tr --mmoitmwohau were it confunation with

traval; which contra snparison of her travel sohedile and oredit card: statements.

' ﬂbwaMhﬂimJﬂndﬁudMMﬁudhmM
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"'-".Bﬂﬂ'ﬁ"—‘diw of the lnvestigaton < .o

Thls Invaatl aﬂon wae Initiatod on Octobof 5 2012 baaed upon mformatlon that OCC Senior
Advlaor_

provided.

Di.lrlng the course of the investigsation, TOIG conduoted raievant intarviawa with:
. . Bank Examiner, OCC
. Acting Dirsctor of Operations Risk Policy, OCC

*

Invest]

- On Dedember 5, TOIG interviewed
government traval cradit card.’

regarding tha aiiagation she misused har
statad that sha is fraguently in traval status which

0 to. approximately 50% of Har tima and covers tha entira Continantal United States.
mwaa rrads gware of issues. with her travet card usags whan she was approachsed by
her supérvigor, . yadvisad hat har travai card was 30 days past
due. explained that dua to her frequant travel, an Issua arose where she cancalled two
hotel réservations at the last minute causing no-show fees to ba appiled. wasg not
aware cf tha outstanding baiance which caused her card bailance not to be paid In full causing &
iate payment notice,

WA = cpie/nod that the gas purchasas ware reiated to_travel; whan traveling via Privataly
v Vehiola (POV) for offiolel traval, usa of the travel card for gas purohasaes I8 permissibia.
_ stated that sha did purchase gas while not in a traval status, albeit inadvertently.

clalmed that her travel card was co-mingiad with har pergonal credit cards.

iere clsarly (dantifies the traval card. (Exhibit 2)

On January 7,2013, 7016 Intlrvi‘-ewed— Actlng Director of the Operations, Risk

B who stated that she would Eﬁﬁ%ﬂ to It Immediately, which sha dld o
[s oxplanation as to why sha has reimbursentents mads to personaily and’
bomn to examine tha

tr | 8 account shouid not hava baen past due.
monmddhvnﬂpﬂmitﬁo wty of the Otfios of (nvestigation, mmﬁmmmdm
K contalne sensitive law enforcsment Informetion and its contents mey not be reproduced without written
: permission in acodrdencs with 8 U.8.C, § 562, mnmhroumuumvmmmm i
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ldentiflsd ges purchases whiie In trevel status while ]}
presented the informetion to ho stated that the use was inadvertent and thet rer

travel card was used Instead of her personal credit card. (Exhiblt 3 & 4)

“slodve’ for her travel card i ardqr o asskrt BTN
cards. Subsequent't oviding the slegve, | 1sad her travel card thrée

additional times while notln & travel status for gas purchsses,

U =12 tcd that QI doos rot heve e history of this typs of behavior. {JiJJHes hed

one previous past due notice approximately 3-4 years ago. (Exhlbit B)

On February 14, .2013 erVId_gd TOIG o copy of OCC’s "Overvlaw of OMB
Requirements®, which Indice t ali new travel charge cardholders muet be trainsd prior t¢

appointment and all travél cherge card holders must take rafresher tralning at a minlmum of
avery three yaars. Tha presentation further statas thet the traval charge card can only be used
for offlclel travel axpanses. The presentation further edvises that the traval cherge card holder
must parsonslly pay for "no show” charges at hotels. It Is the travel cherga cardholder's
responslbllity to cancel reservations In accordance with the hotel’s pollcy. (Exhiblt 6}

-':omp_l'ated tha required tralnlng on June 7, 2012 at 12:68 EST. (Exhlbit 7)
Referral

N/A

dudiclal Aatlon

N/A

The Investigation determined that tha allegations are substantisted. [JlJcss not deny
using the travel oharge card for gas purchases, eithough claims some were mads In conjunction
with officlal travel. According to the OCE Faderal Travel Regulation Supplemant, (page 10,
301-2.7) atates that "You are in trevel status from the time you lssve your residence of raguler
place of business to go to a temporary duty (TDY) assignment untii the time. that you return to
your resldence or roﬁular plece of bullnus'. Tha TDY lomtion must be outside a 30 rnlie radlus

H-\«.h—“-. S - . .
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from your off:ca (50 mrle radrus in Washlngton. D.C. ) and ‘more than 50 drwmg mrles from your_
residence.” Documantatron of travel schiedule provided by 0CC indicates that the-

charges incurred were made out of travel status. (Exhibit 8)

Based on the finding of our investigation, it appears that the following pertinent statue(so
reguiation{s) and/or policies were violated or could be applied to the case:

» 5 C.F.R. 2635.101-Basic obligation of public service
OCC Federal Travei Regulations Suppiement dated Novamber 2012
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1. Initisl Complaint document from OCC, dated September 29, 2012,

2. Memorandum of Actlvity, Interview o' QNN c2ted Docember 5, 2012,
3. Travel Sohedule for (I rrovided by OCC.

4. Excel apreadsheet |dentifying travel card charges made by [JJJllwhite not In trave!
status.

6. Memorandum of Activity, Interview of [N deted January 7, 2013,
6. Govemmoent Travel Charga Card 2012 Tralning provided by QCC.

7. Certificate of Completion of Travel Chergs Card Training for S <itoc June 7,
2012.

8. OCC Federal Travel Regulation Suppiement dated November, 2012,
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j U.S. Department of the Treasury

‘Re Jort of Invesuggtion

Case Tiee: (NN

Assistant National Bank

Examiner :
NB-4 Case #: OCC-13-1241-

EQD 07/08/2007 :

Office of the Comptroiler of Casge Type: Criminal —
the Cuirency Administrative _ X

Civil
Conducted by:
investigation inltlated: April 22, 2013 investigator

investigation Completed: JUL 017013 Approved by: John L. Phillips

Special Agent in Charga

Origin:

Senior Advisor

Office of Comptrolier af Currency
Summary

The Department of Treasury, Office of the inspector General, Office of Investlgatlona {TQIGI,

received a complaint from the Office of the Comptroller of the Currency (QOCCI that between
March 2012 and February 2013, d, OCC Assistant National Bank Examiner,

misused his Government Citibank traval card by making approximately nine unauthorized
charges to his indlviduelly billed travel credit card in excess of $400.00 while not in an officlal
travel status. (Exhibit 1i

The investigation determined that the allegation is- substantiated. {jJllfedmitted to knowingiy
ualng his Govemment Ciibank travel card for personal use while not in official travel status,
howev_ea claimed that some of the usege waa legitimately completed prior to approved
official travel but he was unabie to compiete the traval due to fiinesa or isave and he did not file

& voucher.

This Reg Eoport of investigation s the properly of the Office of Investigation, Treasury Office of the inspector
- | Genersl. it containg senaltive law enforcamunt information and lts contents may not be reproduced without -
| written permission in accordance with 8 U.8.C. § 882. This report ls FOR OFFICIAL USE ONLY and its diaclosure

 to unauthorlzod persons ia prohlbiml. »
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Case Nerno ASNEREENGRED
Case # OCC-13-12414

" During the courss of ths Tvestigation, TOIG conductad relavent Interviawa with:
o ! Assistant Deputy Comptroller - Witness -
o Aselstant National Bank Exeminer - Subject

in addition, TOIG reviewed pertinent documents, including:
¢ Citibank Credit Card Stetements 2/2012-2/2013
Travel Card Treining Cartificatss
Trave! Voucher Analysia for!
Comespondance (emall) betwaun‘ﬂd OCC's travel offias regerding pest due
status
2010 Travel Card misuse commulnt-a"nd proposed disciplinary action
Malones’'s compensatory time and ieave.records
2012 & 2013 OCC Eastern Okiahoms Field Office Inspection Scheduls
2010 prior misuse of government trave! card disciplinary action notica

I _ ity .
A TOIG document review of q- Govemmaent CitiBank travel card statements dated
November 3, 2012 to April 3, 2013, revealed that s approximately five
uneuthorized purchases on his Government Citlbank travel card & the amount of $313.32 while
not In official travel status. {(Exhibit 2) A TOIG review of] s travel vouchers dated Merch

24, 2012 to February 23, 2013 revasled four addftionsl unsuthorlzed uses of his travel card
totaling $135.48 as well as hh failuro to file e trevel voucher to Justify the axpenses. {(Exhibit 3}

My Assistant Deputy Comptroller, eeid he first becama
mef) luuodff iyl card whan he recsived an emall from
£ &F syment was three months past

675 end requested coples of his
gald while condugting his review
' - acoourit. Upon recelpt of
Woukd take cash advences on tha weekends
wal, however there were four Instances when

was not sisie 1o aftend the travel. ovided )
itinerary’s for bank viaite (Exhibit G} for the past few years. [P -aid that this
second offense of misuse of his travel card; however,, ey

last incident ocourred (Exhlibit 6).




“Inan, W wit

Report of Irve
Case Name
Case # OCC-13-124
Paoo 3 af 5
w with TOIG, (Bd'llblt ?23'— stated ha is currently an Assistant Bank Examiner
“In the | Off noaition ha I8 requlred to travel for work. ald
he haa taken the required training in ordur to be issued a government credit card an
acknowledged persanal uss of a government credlt card ls not permitted.

mid he knowingly used his Issued government credit card for hia personal use while not
a

lal travel status.
Improperly used the card. Ml also sald thera wers times when ha anticipated being in a

travel status, but due to his msoical lasues, snded up not traveling for work and ha had taken
cash advances prior to bocomlm . has sinoe repaid his outstanding balance.

A TOIG reviaw of WHEINPs leava records reveeled th
obtsining a cash advanca in anticipation of travel
credit card misuss. Tha othar six instances

ad In fact taken leave after
ing three of the nina Instances of suspectsd
not account for.

Einginge -
Tha Investigation determnined that tha allegation Is substantleted. It was discovered thet
knowingly used his Govarnment Chtibank travel card six times whiie not In officlal travel status
and falled to pay his Offlclal Travel Card blll In a timely manner.

Based on the findings of our Investigation, it appeats thet the following pertinant statute(a),
regulation{a) and/or policy{les) were violated or could be applied to tha casa:

¢ 6 C.F.R., 2635.101(b) {12) - Baslo Obligation of Publie Service. Empioyess shall satisty
in good faith their obligations as-oitizens, Including ell just financial obligationa, sspecially
those-such as Federal, Stata, or local taxes-thet ara Imposed by law.

e 31 CFRS§ 0.213 - General conduct prejudiclal to the Governmeant. Employees shall not
engage In criminal, Infamous, dishonast, or notoricusly disgraceful conduct, or any other

conduct prefudiclal to tive Government

Wrventigatic '_nmmaﬁmumrmdﬁ.ﬁum
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~Office of the Inspector General
' U S. Department of the Treasury

'ort of Investlgmn |
Case Titla: Case #: Benk-11-1027-i
Rackvitls, MD
Case Type:  Criminel X
Adminlstretive _
investigetion Inhisted: Mey 17, 2011 Civil . '

invastigation Completed: J AN 1 4‘ 2013 Conducted by: P
. X . pecisl Agent

Origin: Office of Thrift Supervision
Approved by: John L. Phiifips
Spacisl Agent in Cherge

Summery

On Mey 17, 2011, the Office of Thrift Supervision (OTS) referred @ complsint concerning

of Rookville, MD. The complsint elfeged that during three sepearsts bank
exeminstions between 2009 and 2010, benk exeminers noted a number of instences whers the
bank’s employess provided inconsistent information end records. The Informetion appearad to
heve bean modlfiad to raflect the discussion of topics that wers not in the previous versions
thet hed been provided to the OTS, In eddition, OTS exeminers were told that benk employees
wers instructad to limit discusslons with examiners end elf information requestsd by examiners
wes sliegediy reviewsd by the bank presidsnt prior to being presented to ths OTS,

An investigstion wsas opsned to review the complaints of obstruction of benk financisl
examingtions. [n the course of the preliminary Inquiry, the investigation eiso looked st certsin
transections thet were meds to improve ths benk’s finencial position end were desmed
suspicious by the OTS. A criminal referrel wes mede to the U.S, Attorney’s Offices in Maryland
and Weshington, DC. Both offices' declined to prosecute the officers of the bank.

[This Report of Inwstlﬁaﬁon is the property of the Office of Investigation; Treasury Ofl'lcc of the Inspoetor

| General.. It containg sensitive law enforcement information and- quommmy be reproduced without i
- written permission.iiy accordance with 8 U.8.C, § 852. This report is FOR OFFICIAL USE ONLY and its disciosure |

_to unauthorized parsona is protitbited,
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During the course of the investigation, Department of the Treasury, Oftice of lnapector Generel,
Office of ln_vestlgatlons {TOIG) conducted relevant interviews with:

OTS {0CC) bank examiners

lank officers and employees
Third party financial companles

Resl estete attorneys

Independent auditors

In addition, TOIG reviewed pertinent documents, including:

OTS Reports of Examination

Real estate contracts, title closing and settlement documents
Auditing reports

Correspondence and emails

Financlal wire trensfers and accounts

Investigative Activity

On May 17, 2011, the OTS referred a complaint concerning S lfBenk of Rockville, MD.
The complalint alleged that during three seperate bank examinations between 2008 and 2010,

bank examiners noted & number of instances where the bank’s employees provided inconsistent
information and records. The Information appeared to heve been modified to reflect the
discusslon of topics that were not in the previous versions that hed provided to the OTS. In
addition, OTS examiners-were told that bank employees ware instructed to limit discussions
with exeminers and all Information requested by examiners was allegedly reviewed by the bank
president prior to being presented to the OTS. {Exhibit 1}

On Juna 28, 2011, the. TOIG met with prosecutors from the U.S. Attorney’s Office (USAOD),
Greenbelt, MD, and examipers from the former OTS, {Note: tha OTS merged with the Otfice of
the Comptroller of the Cuireficy (OCC) in- July 2011.) The OTS examiners described the history
of bank examinations of Bank., The OTS described recurring issues with the treetment
and classification of certaln gasets; dallnquency of loens, end provisions from cease and desist
orders from.thie OTS to the bank. (Exhibit 2)-

The bank had been given declining CAMEL {caplital edequaoy, asset quality, management,
earnings, and liquidity) retings and was placed Into the probiem bank category. Bank examiners
had noticed problems with the proper clessification of assets and the accounting became
sloppy. Delinquent loan records were manipulated and had the effect of downgrading or

impecting tha quelity of the bank's essats.

This Report of investigation fs the proptftr °f tl'u ﬁfﬂu ot Immtlaotlon. Tronury Omco of thc ine pecior
General. )t contalhs sensitive law snforcement - and ity ) 1 iced wjﬂiout i
written permission in uecordencs with 5 USc. ! 482 “This report Is FOR OFFICIAL USE ONLY and ts disclosure
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" """Examlnors produo:ad doouments from tha 2010 bank oxamlnotion that ahowed cortain Ioam that
wera dslinquant and had had their dgtes aitered in the bank’a mortgage ioen triai baiance. A
former controiler at the bank hed given bank axaminers a apresadahest showing ista payments
thet the bank had received and hed categorized them as having been “miseppiiad” versue being
properly and accurately olessified and posted on the date they wera received.

The bank examiners described incidents wherein amployass wera afraid to talk with axaminers
or wera ordered by the bank’s Chisf Executiva Officer ICEC), I ot to talk to bank
axaminers. Tha USAQ'a said it wouid require further invastigation before the office ware to

open & criminal matter on the conduct by the bank’e officaras.

Subsequently, interviawe wers conducted of former officera in the bank. The resuiting
invastigation determined that theé aliegations of obatruction of financial bank axeminations would
be difficult to charge erimineily and the TOIG iooked inte some of tha auspicious trunsactlons

that tha axaminers had identifled. (Exhibits 3. through 9),

One of the transactions involved an asest awap of 22 real astate owned (REQ) properties to
ortgaga Rasolution. Tha saie ooourred on December 31, 2010 and rasuited in a icas to

& bank of $644,000. On the sama dat, Bank purchased & pool of 416 homs equity
ioana from the sams entity, Mortgaga Resoiution, for $31.8 million. The homa equity ioana
‘wera congidered high risk by thia OTS and the incraasa in home equity loana by nk

oonstituted a rmaterfei deviation from the bank‘a dpproved businegs pien and a violatlon of a
2008 Cease & Desist Order,

On October 4, 2011, TOIQ interviawed |  General Counsel for eaity

Corp-oraﬂon, reqardlng the transaction.| vEs shown the confirmation dacuntents
showing the Dacemiber 31, 2010 transacfion: wherein lortgaga aold the homa equity foans
to Y JBank. He acknowledged that his sl‘gnutura was on tha confirmation docurnent.

also.shown the names of the aellers listed on the conflrmaton -
T . _“ He. did not recognize the aeliers’ names. But he added that H
bauk to: the offfos on Decombor 31, 2010 and diroctod by ﬂ'T. puddem of

dowrl fho ayv.vap esa voi'y Fntmlno transaction® anc's
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s counsal - was calledln on New Yaur‘a Eve, 2010 to algn tha closlng
“-doournentsfor tha deal snd did riot know a fot about the transectior. (Exhlbit 11)

-auggettod that (IR, » broker withl Advliaora of Atlanta, GA, may
a\ { to do tha dseal and found' to purchase Bank’a rasl estate.

had sat up a way of dolng the swap between the two companles. [n the end,
] Raschution ended up with the tities to the real estate for which they pald thres
miHiion dollare for and received ten million dollars by aeliing it on the same dey to snother buyer,
[rwirt showed the TOIG an e-mell from I o showing a profit of $1,233,686
sarned by ortage Reaolution for meking the transactlon.

Identified other [ndividuals who may have consuited (IENEENEN-: QEENERFE=r in the

deal and provided agents with documenta related to the cloaing.

was Interviewed regarding his company’s purchase of 24
reai ostate properties fﬂ}iﬁ Fortgage Resolution., LLC. wase an Invastment advisor
and that his company, | sfid Associstes, L.P,, Invested In real estats, energy and corporate
de -nald his company bought tha foreclosed properties and that he was introduced to
Mortgage Resolution through ancther broker or contact. At the time could not recsll
specificelly the broker’'s name. provided names of the indlviduals who were involved In
the purchase, {Exhibit 12)

On October 25, 2011, ]

On Octobar 25, 2011, was Interviewed ragarding hm lnvolvarnent in the
daal and he told the TOIG that he could: not recall who was. at the closing {a;

awap. His company served ea the agent for tha title oompany,j tis Company,
snd was authorized to sign commitmerits and bind il I to those commitmants. Aa
guch, hls company handled the asttlement and disbursed & funas in the transaction, (Exhibit

13)

”aaid he waa not told why there waa a rush to close the daal before December 31,
2010, but suspected it was for tax reasons. He addeéd that the deal was very complicated
because many propsrties were Involved In the tranassction, Severel of the propierties were
foreclosures and had not been complated when the closing ocourrad, | _'_'_Id there
was no dlwuakl(m about the origina or apecifics of the deal and there was no diezussion of eny
buy back pravisiona.

On October 28, 2011,

* wes Interviewed and told the TOIG that hs had known
for a

long me and that he performed advisory work for lank and

work for 8 |J

o buwr A -far 88 he could tell, the tranaeetion that h h&lpod 1o broker
betwean Pank and as laghimate. He said he knew#&nk to be a real
estate lender followod ] "dﬂforont business model”. (Exhibit 1

Thie | awummoﬁﬁimumwm%m
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his eompany bouqht dlatreuod properties from bahks then tumed around and sold them,
was another brokar who lntroduoqd-toiMortgaga and once thn introduation

was done, ot out of the way and et the :

not recall dealing directly w :

Bank, aiso called him about the de

too hard to do tha deal. | Jistd he latar dealt more wfth an attornoy

with the raaj ostate law firm1 MHa added thst B, an attomey with .
LLC may hava giso Leen Invalved In the purchass hegatlaﬂona and document

review. (Exhibit 15)
id ha alone mada the offer prica of § 3.288 mifiion thongaga for the 24
Fﬂ

propsrties. Asked how ha determined tha offer prioe, xplained ha had hirad contractora
to go out to each of tha 23 (ocstiona and do focal “bro riced opiniona” [BPO's). Aakad why
thera wera two sets of closings on December 31, 2010, aid ha aensed that tha sgller of
tha propertias was trying to gat tha asaete off its books by December 31. MHa sald ha had fait
aoma desperation on the part of tha aaller | Bank). Ha noted during tha document
raviews of tha properties that the other party, | dortgage, wouild disappear for hours which
ha attributed to them attanding to other yaar-end business. @ 52/d he recelved no
inducemants to purchaae the propertlies. .

WD v 2» re-interviawad on October 26, 2011, and told tha TOIG that heé was in Baitimers,
MD on another deal when ha was approached by about salling hia bank’a Ii Bank}
bad loana. -explaln&d that at the tims, banks were trying to aell cff thelr bad (bana and
thara were few buyers. The pricens offersd for thesa assety wera much Iowor than th-& fair

market values that they wera appralqbd at, tolc that ha had b
group about salling hia loana and pyrchasing ﬂwnq‘m loans. Acoording to
(f ha had sasn this practica. thought this was o reasonable deat and that ftwes &

"orastiva transaation”. (Exhibft 18}

gaid thera were two brokers that braught tha ioans to* Realty s
ared |  LLC. For a fes, thesa companies facatad first or aeco martalgo loans for b
who wi-h:od to acquira qnd oell them. | ;aid this ooomod in fate fail or esrty: wlntcr 2010.

by a
 aoked

bank regulators took a noguﬂvt few
which paid a higher rate of interest.

;Lwﬂhﬂmhmm&&&c.}% mwbmmmm‘rmmh B

mmamhmmdmooﬁﬁhv%?mmoﬁudmw
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SR were lnvolved In reviewing ft,

Page 6 of14

-aald thet tha trado aaamed like ft w was on 2 the levi and a lot of |

ar 310.3 rnHllon. Thm samea
'''' an Investinent company in Mfrmota,
- oauld nat sell tha propartiss dlrio‘tlv to
T lase. Ingtead, the bank sald ti
oo and then bouqhttha hotrig egtity loans
BY TOF $3Z.4 IT . paid approximately $22.1 million,
-'--that ha lg not aure exaqtly how. much pald for the:loansi He
estimntod that after legai fees, broker fees, titlé eaarchas, and other axpenaoo-madn
approximately $700,000 to $800,000. |Exhibit 17)

S v:es asked about
‘Dscambar 28, 2010, ﬁ

calculatldnﬂ he daplcted In tho e—mall frorn him to ]

, He sald & I'ot ai
g1 Tor gatting rid of thelr hon-
parfonnlng louna.

‘ '_; 1o the property of the GMiice of trvesligaon, Treesury OTCs of the Mapecter
kive lav Mwmnmwmumm
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L -

- wns Intarviawed and ‘told tha TOIG that ha had an
prid Associatas, L.P,, to ¢ iﬁ'

uncomforbbla with thn wa'y that tha daal was & up. Orl'_'_'_'__'_'
pmporﬂao dlraotly But, according toi

tha OTE snd that ';E’? nesssd o “veluetion process”,
aid ha conducted research of!

Growing suspiclous qs . !

regulatory sctions on the bank. Ha sald hs found it odd that hs was desiing directly with the

buni-’a prasident In tha asaet sala. ﬁadded that “nothing happens at the bank without
s hands on {t.”

On November &, 2011 " |

thor title agent had been Involved In the transaction before
. His cornpanv producod tha HUD 1 uttient éaeuments

ort of IFvestigation hﬁupﬁMd?ﬁdeﬁmum«mmm 1

enarak Ky contents ﬂﬁﬁw«
--FWWI&WW&&S fut mmmﬁwm Y 30 M diciosurs
to unauthortzed parsons te pasitibited, | _




(2010), e el T

On November 18, 2011 the TOIG recaived recorda from-'datlonal Title Insurance
Cornpany An IG subpoena was aarvad orr the company for rOcorda relgted to ths

TG S Socuments for the,sale of 24 propertiss

pr&gered all of the cioslng statemonta, Includlng tax and Intereat peyment calculationa.
Bt 48 d% to traanor_ﬂﬂa of the

iry 11, 2012, q.prowdad additional qurmaﬂon regarding hhram_n_ any’s.
LLC} purohasé of 24 resl estata owned {REQ) proparties from:

on December 31, 2010, {(Exhibit 21)

sn they had an or ab ut 3 010, When he told_ s could
_ msked, “why nat?” : kapt oomlnq back at him wizh £
reasaons to try end do the deal with false or Inoorrect pricea rather than- with the riqht way of
recording the déal.

o dmoommciﬁnvciﬁaﬂon.mnm p e——
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Bl the TOIG . F old the TOIG that she worked formerly as &
_ Periners, Ino. and worked with hedge funds to buy and sall distressed loans snd
sscond Han morigages (HELOC's). (Exhibit 22)

_ aF ot sld she was esked by [N » M=
Dlrector et 10 locate purchasers f RE{} DronaTHes

explained it was difficidt to find buyers for the bank’s propertieu baaauaa itn #sking price

was seven to ten polnts sbove ths prevelling market price for thm types of distreased assyls.

the phrohaaa of the resl astate fro' '

On Degamber 21, 2011, the TOIG attempted to i?efﬁvi =il
‘was not horno but his wifs contacted him snd|
come Back to spesk with the sgents. The agents welted for il
mlna t?zafsr wa?s oomuatod by Dopsrtmont ofJunﬁoo, Fraud Saction Triel

attempting to lﬁtc‘rviaw juntil en lntorvlaw datt ofyt n‘mo. could be arrangod (Exhibit 24)

On Jenuary 8, 2012, the TOIG Interviewasd the acco g firm that conduoted the annusl
financial accounting audits for the bank. of—and Compeny told tha

muwawimwmdm_ ' ' “foﬁudﬁ?ﬁ‘
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accouhtsnt met with

~ On January 10, 2012, Department of Justice (DOJ}, Fraud Section Trial Attorney
'-advlsod tha TOIG thet hs hed spoksn wi'th-a sttorney,

swap vagn :

ﬁ-g_b;a' An: terp'ratation‘for treatlng and
s, sid tha ha and snother
nd the CFO In Degsmber 2010 about raporting a

proposed transaction in tha bank’s financial statsments. sal vontacted him ebout
meeting to discuss 'thooroﬁcallv the acoounting traatment of the propossd deal. (Exhibit 25)

sald tha impression ha had been given was that the bank had wanted to gat tha
accounting done right and tha deal with tha other party was with &1 “unrelated” entity. Ha ssid
the turnurouﬁd_o_n-ﬂgi opinion that tha bank requested of s+ Company was fast.
Thay mat withi on Decamber 17 &nd] Tssusd ita lettar on December
28, 2010, | i ha undefstood that tha bank wag i a rush to make tha deal In order to

dded that tha bank desoribed tha transaction as an arm’s length transaction. He would
have ralsed more questions it he had known that a ralated thlrd party or antity was actually
invoived. In additlon, ha said he would hava Insisted that valuaticns be complsted ori the

portfollo of loans thet the bank waa proposing to purchasa. zald questions would hava
been ralsed about whether was trylng to atructura tha transaction to hide or not

recognize losses on Its financlal statements,

Aa to the HELOC loan, -ald they would be shown In tha bank’s losn portfolio within ite
balanca sheet and also on Its ststement of cash flows.

that he had oould axpiatn tho REQ - ar equity lines of credit loan
F that ogcurred on

December 31, 2010. t ha was not

ready to st with him at tha tima. (The mesting nave took pleca.) (Exhibit 26)

Tha TOIG mada several attempts to secura prosecution of the officars st
January, 2012, the DOJ Frdud Section, wrote a progecution memarandur the ‘'Wae to be
utliized to prosecuta tha matter to tha USAQ, Southein District (Gresnbelt], MD,

On February 2, 2012, Trial Attorney of tha DQJ Fraud Section, atlvised TOIG
that his office was declining formally opening o case on I Pend recommended
presenting tha metier to USAC Greenbeit, MD.

On February 8, 20124 ontscted Special Assistant U.S. Attorney (SAUSA) il
at USAD/Grasnbalt, told at it would ba diffioult to.open a case In

reanbelt if the Fraud Sectlan would not opet g case.

This Repord of Inveetigntion & G property of the Office of invesBigation, Treswury Offics of the nepactos
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"~ On Merch 2, 2012, Trial Attorney —aontadocﬁnotion istter 1o the TOIQ. (Exhibit 27)

On Merch 6 end March 8, 2012, TOIGQ Speciel Agent in Cherge ;
Chief, Criminal Division, DOJ Freud regording opening @& orfrena metter to prosecute

tha case.

On Aprii 18, 2012, TOIG contacted ths USAQ/DC to raquest a case presentation and e
presentation wes meds on May 22. On June 8, 2012, AUSA } of the

USAOQO/DC deciined criminai prosscution of and other Bank officers
dviesd the TOIG thet the case would be too difficuit to present to & jury to try

ond, es such, hie office deciined the mettar. (Exhibit 28)

Refqreals

The cess wss referrad to the DOJ Fraud Section, the USAO Southern District, Meryiend and
USAQ’s Washington, DC. Aiji three offices deciinad oriminei prosscution.

Judlolal Agtlen
NA

Findings

Besed on the findings of our Invo;ctigaﬂon, it eppears that the foliowing pertinant statute(s},
reguiation(s) end/or poiicies were violeted or coulid be sppiied to the cese:

18 U.8.C. 1617 Obstruction of Financiei Exeminetion
18 U.8.C. 1344 Bank Freud

— Senior Adviaor, Office of the Comptroliar of the Currency

| mnwamhmmammdhvuw Trtmwonlmdmohw
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Report of Investigation
Case Name:
Case # Bank-11-

~ Page 13 0f 14 o |

8.

9.

Lead .initlatlon documents from OTS, deted May 17, 2011,
Memorandum of Activity, Meeting with USAQ, Maryland, dated June 21, 2011.
Memorandum of Activity, Interview of (I dated June 25, 2011,

Memorandum of Activity, Interview of T catod June 28, 2011,

. Memorandum of Activity, interview of MNP deted July 2, 2011.

Memorendum of Activity, Interview of _-d_ated July 9, 2011.
Memorandum of Activity, Interview of — dated August 14, 2011,
Memorandum of Activity, Interview of {JJBEMNR deted August 14, 2011.

Memorandum of Activity, Interview of SR deted August 27, 2011,

10. Memorandum of Activity, Interview of _ dated October 5, 2011,

11. Memorandum of Activity, Interview of—datad October 25, 2011.

12. Memorandum of Actlvity, Interview of ‘—datadOctober 25, 2011,

13. Memorandur of Activity, Interview of [l EEENER doted October 25, 2011,
14, Memorandum of Actlvity, Interview of— dated October 25, 2011,

15. Memorandurmn of Activity, Re-Interview of".il— dated October 28, 2011,
18, Memorandum of Actlvity, Re-Interview of_ daiod Qotober 30, 2011,

17. Memoratidum of Activity, Re-interview of--dated Qatober 30, 2011,

18. Memorandum of Actlvity, Interview of |SNNRENENNR: otod November 3, 2011,

19. Memorandum of Activity, Interview of ~dated November 6, 2011,

[This Report of liwéaﬂgnﬂon Mho property of tha ant*u of investigation, ‘rmoury Office of the lnspector
. Genoral, It containe sensitlve law enforcement Information and its contents may riof be reproduced without
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Report of Investigation

Case Name:

Case # Bank- _

Page 14 of 14 o

* 20, Memorandum of Activity; Interview of ISR cated January 6, 2012,

21, Memorandum of Activity, 0IG Subpoena Review of (N Title Co.'s research
end olosing documents, deted November 18, 2011,

22. Memorandum of Activity, Re-Interview of [ IR cated January 13, 2012,
23. Memorandum of Actlvity, Interview of—.dated January 2, 2012

24. Memorandum of Actlvity, OIG Subpoena Review o-'iroup, LLC response,
dated Decembar 19, 2011. .

25. Memorandum of Activity, Attempted Interview of“dated December 21,
2011,

26. Memorendum of Activity, Interview off NI WERER: Co . dated Janaury

7, 2012,

27. Memorandum of Activity, Contact byygiiijs Attorney with DOJ Fraud, dated January
10, 2012, .

28. Memorandum of Activity, Declination for Prosecution by DOJ Fraud Section, dated
March 2, 2012,

29, Memorandum of Activity, Declinetion for Prosecution by USAQ/ Southern Distrlct, MD, |
dated June 8, 2012,

This Report of investigation Is the property of the Ofl'lu of Investigation, Treasury Office of the hspoctor
General. [t contalng sensitive lew enforcement information and its contents may not be reproduced without
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~ Office of the Inspector General
} U.S. Department of the Treasury.

Case Title: # Cese #: Benk-17-10314

Case Type: Criminel

investigation Infdeted: Jupe 3, 2011 Administretive —
Civll D

investigation Completed: JUL 2 6 2013 Conducted by: |
' Speciel Agent

Origin: Office of Thrift Supervision {Legecy}
_ Approved by: John L. Phiiiips
Speoial Agent in Cherge

On May 18, 2011, the U.S. Dapartment of the Treesury, Office of inspector Generel, Office of
investigetiona (TOIQ} racetved e complaint from the legaoy Offioe of Thrift Supervision {OTS}
conceming Bl . During the course of & comprehansive benk
examinetion, OTS examiners reported thet they encountered significant deleys in recalving
information end dccumenta,&nonagemont provided information end documents that were
not responsive to tha exeminers’ requests, and informetion and documents were not provided
after repeated requasts to complete the examination. &8 alied on Februery 24, 2012 end
wes placed into recelvership with the Federal Deposit insurence Corporation.

The investigstion determinad that the sliegations were unsubstantiated, The U.S. Attomey's
Offioe for tha Distriot of eclined- oriminel prosedution.

mhwdmﬁwmhmmdmmdmmmn,mwmﬁodmrn-pom
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Report of Irvestigation
Case Narme: F
Case # Bank-11- -l

Pege 2016

. ,Bhsla__‘and Scope of tha lnves_ﬂgaﬂon..jﬁ T

On May 19 2011 TOIG recelved a complalnt from Iagacy OTS concernlng - Durlng tha
coursa of a comprehensive bank examination, OTS examiners reported thet they ancountered
significant delays In recelving information and documents, anagement provided
information and documents that were not responsive to the examiners’ requests, and
information and documents were not provided after repeated requests to complete the
examination. {Jllffeiled on February 24, 2012 and wes placed into receivership with the

Federal Deposit Insurance Corporation.

The October 2010 examination identified repeated axceptlons concerning. the valuation of Real
Estate-Owned (REQ) properties and the reco nition of losses on delinquent loans and [oans
facilitating REO sales. OTS alleged thet i s President, _intentiopally slowed
the bank examinatlion in order to buy time tq ralse capital. Spesifically; during the May 2011
limited bank examination, OTS discovered that 80 percent of 8 REO.was concentratad in
Cslifornia and that all of the Callfornia propertias were appraised by a single real estate
appraiser. OTS alleged that the valuas of the California REO appraisals were overstated and
that there wers significant [osses which resulted in losses of cepitel. A comprehensive.
examination in. October 2010 determined that the bank’s prsctices for valuing REO proparties
required strengthening. Furthermors, OTS datermined that bank management was not obtaining
new REO appraisals or evaluations in a timely manner as raquwad by regulation and necessary to.
ensure timely recognition of REO losses.. This was cited as a repeat criticism. (Exhibit 1) '

[Agent’s Note: Real estate owned (REQ) is real estate, residentlal or commercial, in which the
debt thet is seoured by the real estate has been foreclased upon by the mortgagee (the financial
institution lender} and owned by the financial Institution, The mortgagor no longer has legal title
to the property. [t is classified as such on the financial statements of a flnanclal institution.
Regardless of the occupancy status, the REO profertles incur malntenance and. repairs:
expenses, utllities and property taxes. Financlal institutions prefer to hold the mortgage on the
real estate Instead of the property Itaelf and such assats are-viawed negatlvely by govarnment
regulators because thay are vlewed as non-performing assets on thalr finanglal records. ]

[Agent’s Note: On July 21, 2011, the functlons of the OTS were assumed by the Office of the
Comptroller of the Currency {(OCC), which bacame the legal successor of the OTS In ell matters.
Both regulatory agancias wera part of Treasury. By act of Congrass, the supervision of Federal
savings assoclations and Federelly Insured state savings assoclations became a part of the OCC.
While the OTS did not exlat after July 2011, the nams of the agenoy is invaked in thls report to
describa actions that took placa befora and aftar July 2011.]

During the course of the investigation, TOIG conductad relevant Interviews with:

—S'enlor Attornsy, OCC

“This Report of Inmﬁglﬂm s the property of the Office of lnvestiu:llon, Treasury Office of the inspector
' Genoral It containe sensitive [aw enforcemient information and its contents may not be reproduced without
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Rapart of [nvestigation
Case Name: Home Savings of America
Case # Bank-11-1031-1
Page 30of 8

Appralaar, OCG -
. Asslistant to REQ Manager, -
s REO Manager, SR
. Vice President Gusiity Control, NN
; B D'rector of Interns! Audit, i
TR Exsminer In Cherge, OCC
' o i Bank Examiner, 0CC
""" N amliver ln Ghlrga, 0CC

Vice President & Chisf Information Officer, N
ssident. & Chlaf Laun_OHTcar, __ |

m Ldss Market and Forectosiira
Accountant,
"EFGL Chlsf Acaounting Offlcer/T reaauref,-

o iting Vice President -

In sddktion; TO}E ruv‘iawod pertinant daoumants, Including:

Hoportt of Examinstion

Resl estats appraisal reports

Haal ostiste contracrtl, title closing, and sattlament documants
Audlting reports of FTi Conaul‘ting, LLC

Cotresporidenca and e-malls of bank president Dirk S, Adams

A TOIG document revisw of the Mey 2011 OTS limited bank axaminstion, found that while the
bank had obteined sppraisals timely, 8 sampliing of the sppraisals for the Callfornia held REQ did
not support the valua concluelans that wets made by the bank’s appralser. A revisw of REO
apprelssi reports relsed significant concerns about the rellabllity of the indlcatsd vslues. o18
objected to the fact that a aingle sppraiser performed nearty all of the bank’s Callfornis REQ

parties, (Exhibits 2 & 31
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; steted he samplad 13 of the eppraiesle thet the appralaer
parformed for and datérmined none of them were satlafaotory. Ha further ssserted that
the appralisals did not conform to uniform standarda for appralsale nor to OTS standerds, and
the calculated apprejssl values wers desmed unaupportabla. (Exhiblt 4)

that the REQ propestiea and. thelr
officers: President.

In Interviews with TQIQ, former -amploym repor
valuation and aceounting wesa ziassly held by three
Senior Vice President | and Vice Presid for Quelity Controf | ¥
amployeea thought the eppralnla praduced by ;676 not acourate and thqt ’
iwantad thern to appear ae valuable ea noasible. il eddition, the employéés who were
_ nisible for ratording and reporting the REQ In the fimancls! reports sald they naver saw

i "a aotual eppréisal reparts. The amployees said performed some type of “)aternsl
valuation” for each of the REQs end this Information was included on the REQ spmdsheet
There seemed to be secracy aurrounding tha treatment of the REO and ‘had ta finel say
on the declsion to write down ar not write down logses on the REQ Inventory. fEthb’rtt 5-100

In an Interview with TCHG, -Taftad that she had no onoema sbout
She reported to} but did not know to wham roportod
anything lllegel or underhanded: towaerd In the bank. (Exhibit 11)

appraiser RN s work.
sald ahe did riot see

in an interview with TOIG,} stzted that every month sha reoslved an e-rnall from
that had been approved by The e-mell contained write-down antries far sech property
and there was no back up doéurrientstion provided, only the borrower names and the smount of

the write-downs. (Exhibit 12}

in an Intorvlew with TOIG, 'sald that asset veluations wers of particutar concern to
geld the accouriting department did not review the eppralssia but raceived the:
apprafsal reports and recorded repairs and Improvements that wers made and bllled to the bank.

(Exhibit 1.3)

i /o8 Instructed not to question
' made It knowh to the
atayed out of it. (Exhiblt

In en Interviaw with TOIG, stated thet the etaff at |

tha valustions utilized for reporting the REO, per [l
acoounting ataff that ha would handle the REQ perscnally and |

14)

Befamoly

On May 10, 2012, the Investigation was referred to the U.S, Attarney’s Offics (USAQ), District

of— for eriminel prosecution, (Exhibit 16)
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g On December 18, 2012, Asalstant us. Attornay {AUSA) _ usAo Dlstrlct of
" SN < oc''ned prosecution. (Exhibit 16)

Judicial Action

N/A

Findinga

The Invastigation determined that the allegation was unsubstantiated. The U.S. Attorney’s
Office for the District of ¢ ec!ined criminel prosecution.

Based on the findings of our investigation, It appears that the following pertinent statute(s),
regulation{a) and/or polioies were violated or could be applled to the case:

s N/A

Pistribution
SR S¢'or Advisor, Office of the Comptroller of the Currency
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Case # Bank®1- -
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Exhlbltg
1. Lead initiation documents, dated May 17, 2011.

2. Report of Bank Examination, dated October 20, 2010.

dated September 19, 2011,

3. Memorandum of Activity, Interview of

4. Memorandum of Actlvity, Interview of dated June 6, 2012,

dated June 5, 2012,

5. Memorandum of Activity, Interview of

8. Memorandum of Activity, Interview of | dated June 5, 2012,

7. Memorandum of Activity, Interview of dated June 12, 2012,

8. Memorandum of Activity, Interview of ated November 2, 2012,

9. Memorendum of Activity, Interview of , dated November 2, 2012,

l ’l

dated November 18, 2912,

10. Memorandum of Activity, Interview of
11. Memorandum of Activity, Interview of-: dated June 5, 2012,

12. Memorandum of Activity, Interview of_dated January 9, 2013.
13. Memorandum of Activity, Interview of—- dated October 21, 2012,

14. Memorandum of Activity, Interview of— dated November 19, 2812,

15, Memorandum of Activity, Case Presented for Prosecution - Criminal (Accepted), dated
June 17, 2012,

18. Memorandum of Activity, Case Presented for Pfosecutio_n - Criminal {Declined), dated
May 1, 2013.

: This Report of Invectlgatlon Is the property of the Office of Investigation, Tmsury Office of the Inspector
. General. It containa sensitive taw enforcement information and Ite contents may not be reproduced without

- written parmission In accordance with 8 U.8.C. § 562, Thie report Is FOR OFFICIAL USE ONLY and ite discioeure
' to unauthorized persons ’Io J\lr_nhlblt\m. .




CM0O-2011-0370

u:ranﬂuﬂt OF THE TREASUNY
WAHINGTON, D.C. 20320

.SENIOR ADVISOR
TROLLER OF THE CURRENCY

| MEMORANDUM FOR |

FROM:

| in Charge
| frics of tve cmm of the Currsncy
J

mhhmﬂmmwmﬂﬂcﬁmdﬂ:ambmdsmmmammd
traveF card by the above refecenced Office of the Comptralier of the Cumrency

{OCC) employss,

Wa haye reviawed the information provided concerning this employee’s pass due

bahnmmhﬂftwﬂaﬂdafiﬁﬂﬁzlﬂﬁnﬁwﬂ4 2011, Buadonurmwoitm

information provided, the Office ot lvee ot ¢ L. an nvestigatk

wﬂm Acww-,r marordwr&mmhmattertowufm
n.

menotifgtimofﬂmWfﬁﬁnabttvwmdw!ofmadm&mitnmﬂWnof
aly sotion taken 30 thet we may update ous tacords. Sheuld yoy teguire tonger
; mmmmmmmﬂ pieuoooord&m-wtﬂ;uuomhm
| extenaion in time that worke for you. If you have any qusstions conceming this
mptiod, plassn foel free ta call upen me:at {202) 92°H
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CMO-2071-0548

DEPARTNENT OF THE TREASURY
WALHIRGTON, D.C. 10228

SENIOR ADVISOR
DFFICE OF THE COMPTROELER OF THE CURRENCY

muhn Subimﬂ Bmtah
. SUBJECT: oIG Complﬂm Mumber: OCC-11-1242-R

'_tncmm mqttmmdm‘t!u

Tmmmmofmﬂrm Offiew of
cuTesporsiance. As the issuls reived appe
Jurfigiction of the: Otfice of the Cemproller of the Curtency, wcmfurwwngﬂn

; ceTéspendsiice to you for appmwau hiﬁdhn

? Euidmtrmwdmwumuﬁonpmwmmmﬂuofmwuuathmmt
conduct an inveatigation at thie time. Accordingly, we are referring this matter to
L you far appropyists action.

Please ndtiy this office within sixty (60} mmmm&m
arry action takel 20 that We iy update our reg; wifd your redtice for

than' 60 days te uemplottthfﬁuﬁwnphutoeﬂtﬂﬂmvdﬂ‘tmtomﬂﬂkhaﬁ
extension I time that waorks: for you, 1 you have any gusstions concerning this
mattar, please fosl free to call upart me af (2021 92

of

Enclosure

T
|
|

|




Office of the InSpector General
) US. Deparl:ment of the Treasury

Caee ¥: BANK-12-2332-

- Cass Typs:  Criminal __)_f,__'
fnvestigation inltlated: October 11, 2012 | Admhhtudn

investigation Completed:NOV 0 8 203

Origin:  Office of tha inspector General
~ Office of Audit |

bank Fad spproximately $61.8 million In assets and 345,1 mﬂ!lon!ndepoalt: A.oimso
2012, mmﬂmaudoolttomubapoﬂtlmFundm-H14nﬂlbn _

mmmmmmmom«mmm Tomm'
wmmwmmmmmmmammmammmfm
thnus D-pmmomeﬂm(DOJl Crﬁnhdﬁfvilmmm |




pruidem and loans mldo to
08s his relstionship. {Exhibit 1}

R Audit Manager, Offica of hupaotor Gonersl, Office of Audht
mey, Criminal Division; Fraud Section, DO .
i, Lagal Division / Professiona Lllbﬂﬂy Unit, FDIC
In lddiﬂon TOIG miowod plrth'nnt documents, Including: | |

. R_GEd_ltod Jnnuaryﬁ 2008

.

| ]

. ndloflmmlandmdayrmrt . ' '

. Intimd ‘memorands, emall correspondencs, and othcr mhaalhnooun doaunmnta
!!HMMI

On Auquntz 2012, TOIG oponedan invuﬂnsﬂon ta raview the c;nmplnint

moccnozdmdmwu.zoos,mmmmmmum ] b actions
past dus loans current through unauthorized overdiaft approvale resulted in & n

pproximately $358,0 ' weors tpﬁndmmun different borrowers. On.dftho
mwnwu BNy whose six loans with the benk totaled lpproxlml'tlty

uﬂmmmmmm:-'
mwmﬂuumdvm mmof
bank, mdleOOalvﬂmwpomltv [E:mfbltal




' On Septembor 28, 2012. B = guﬂty to one count of nlllng unmglsterod aoourlﬂu in

& Ponzl scheme and was sentsnced to three yeara of probstion, ordered to pay $350,000 in
restitution, and prohibited from selling securitiss without prior approval from ths Alabams
Ssouritiss Commission (ASC); ASC was tha investigating agenoy.

OA’s final Failed Bsnk Review report (01G-13-003) oited the primary cause of s fallure was
*...criticaly deficlent management end direction by its bosrd of directors. wever, OA
concluded that when significant concems with management and the board were |dentified by
OCC, there wars no unusual clroumstances surmounding thu bank's fsliure that would

nacassitate sn h-dnpm review, [Exhibit 4)

On muhiple occaslona, TOIG consulted with DOJ triel attomey |
sdvised TOIG to focus tha investigation on the loans to ;

Over the oourse of the investigation, TOIG recefvad documenta from FDIC on three occaslons.
The documents pertsined to loana to | 3 '

report, FDIC memorande of interviews, nterral | CoFr
documents. A TOIG review of all documants did not provite
[Exhibits B through 13])

Referrals
None.

Judiolal Action
N/A

Findings

The Investigation determined that the alisgations of questionabls activity wers substantiated.
Howaever, the Investigation did not uncover enough avidence to pressnt the cass for

prosecution,
Distribution
Maria A. Freeman, Assistant inspector Genersl for Audit

Qeneral, & containe seneitive law anforcement infonnation and ts cantints mey not be reprodused without —
written pecmiselon in scvordance with § U.8.C. § 38X, THS fepiort s POR OFFICIAL USE ONLY and ts disclosure

‘to unauthorized persons is
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1. GA Referral Memorandum dated August 2, 2012,
2. OCC ROE dsted Januery B, 2009,
3. OCC Consent Order 2010-248 dated December 13, 2010.
4

. OA Report OIG- 13-003 dated Octobar 15, 2012
B. FDIC Ninety Day Post-Closing Raport Financial Identifioation Numher 10440 datnd

August 18, 2012.

8. FDIC Memorandum of Interview of i J Castier/HR Managar, dated
May 18, 2012. |

7. FDIC Memorandum of Intsrviaw of - Vice Prasident/Sertior Lende, datad
Mey 18, 2012

8. FDIC Memorandum of Intervisw of- Loan Operations Menager, dated
May 19, 2012. |

9. FDIC Memorandum of Intarview oi—SanrmW for tha Board, dated
May 18, 2012, |

10, FDIC Memorandum of Interview of ﬁmcwm, dated

May 18, 2012, . o | -'

11. Memorandum of Activity, Document R-_mw. dated July 5, 2013,
12. Memoranidum of Activity, Doournant Revisw, dated August 27, 2013.
13. _Mumomndum of Activity, Document Review, dated Novunb-r 5, 2013. _-

mmdwhmm«wmﬂmﬁwmdhm
Genaral. R contsins sensiifve e enforesment information and its contants mey not be- without -
written panniission in sodordence with 8.8.C. § 507 rﬁsmbmmm Y and hm

1| to unsuthorized persons is prohibited:.




T INGPEQTOR ORNENAL

DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20229

MEMORANDUM TO FILE
OFFICE OF INSPECTOR GENERAL

DEPARTMENT OF THE TREASURY

| 7 [«afa
sial Agent In Charge

FROM:

SUBJECT:

O1Q Flle Numbser BANK:12-0423-1

On December 6, 2010, Asglstant United States Attornay (AUSA),
Unlted States Attorney’s Office (USAO), Middle District of Pennsylvanle, Screnton,
PA, qontaoted the TOIG and refisestad aaslstanoce [n an Investigation lnvoMngi

S G B - ¢ bVion institution

orxl Is regulated by the Office of tha Comptrolier of the Currency {OCC).

On December 7, 2010, TOIQ agents met with AUSA JJJJJJiffto further disouss the
fects of this investigation. Aiso In sttendence were agents from the Fedaral
Oeposit Insurance Corporation {FDIC), Office of Inapector General end the Internal
Revenue Service, Criminai Investjgation Diviston {IRS-CID). AUSA; ‘advised
agents the investigation had two perts, The first part involved the failuce to file
Suspiclous Activity Reports (SAR's), which wes tc be led &y the IRS-CID,

Regerding the ascond part of the investigation, AUSA  advised she was
asoking investigative resources to focus on tha finanaials of AUSA |
advised the Seourities end Exchange Commisalon (SEC) would be investigating the
allegations of false financial reports. (Call Raports, 10K/10Q} being filed with the
SEE. AUSA advhoq oporated by the. B mily, end it s

case lnvolvlrrg' o8 well as r articles involvlng possible insider
bank loans by the: family. AUSA edvised she did not have any
evidence of wrongdoing hvalving these allegations, which s why ses was seeking
essistance.




- _Examiner,
 perticipated Ih the oversight of-lnou 1990, -

On May 3, 2012, TOIG agents interviewed _OCC Nationel Bank

was the Exarnlnor in Chargs of FNCB since. 2009, and had
adviead there has boan
suspicious or questionable activity at the bank over the years, but In his opinion
noﬂ'nh-:g he could polnt to as fraudulent. TOIG also conductad [nterviews with four

-an

regurdlng terms and approval. All joans went through the propor approvd proceses.

o be consistent with other bank lonm. wlth no apparent favoritism

The axamnears advised they did heva issues with the
loans, which resultad In oharge-offs to the bank. but those luuos did not Ihvolve
fraud. The examiners advised In some cases, iad agreed with the borrdwers
for repayment terms on the loane. The axaminers concurred they have always been
granted full accesas to bank records and there have besn no obstruction [ssues
aasaclated with the bank.

On June 7, 2012, TOIG raquestad from the OCC alt documents In thelr possession
Invelving the oversight and regulation of {JJ¥or the pest five years, to molude
the Reports of Examination. Those documents were received on July 8, 2013,
and raviewed during the naxt several months. OCC personnel ware contactad and
requastad to axplein or clerify documents reviewed by TOIG. The review did not
uncover eny direct avidence of fraud.

On Octaber 16, 2012, the OCC began fts most recent examination of i} ToiG
requested & copy of the Report of Examiination {ROE) when it wes complated. On
February 21, 2013, TOIQ recelved the ROE from the OCC. The ROE outlined the
overall financlel condition of the bank and identified several safuty and soundnese
Isses essoclated with - but did not Identify or refer to TOIG any suspected

fraudulent ectivity for ﬁﬁ tional Investigation. The ROE wea farwardad to tha IRS-

CID end AUSA oh Mdroh 12, 2013, No comment or fesdhack was
recelved fram e

On June 7, 2013, IRS-CID SA,

sdvissd TOIG her office hed closed
its Investigation involving! advised her office did not uncover
any fraudulent activity within-its jurisdiction and had not received any guidence -
from the USAO In seversi months preceding its closura.




7 offoaly olosed ft investigation. AUSA

and would maka a dotefmination at that tima TOiG requeatod AUSA _

On Juna 11, 2013, TOIG contacted AUSA S to ascertain f her office had

m wae awaltlng th& o |

advisa TOIQ of tha resuits of tha SEC investigation and ths cass status at that
time.

Over the past saverai months no additional guidancs or direction has been issued
by the: USAOQ, to Inoiuda the authorization of interviews or subposnas to further
determine if any fraudulent conduct has occurred. This investigation will be
concluded by the SEC. if additional investigativas facts ara devaioped this matter
may bs resvaluated and reopaned. it is recommended this mattar be closed at this
tima with tha approvai of this memorandum.

ioﬂnﬁ Assistant inspector Generai for investigations




.Case Title;

Investigation Initiated: August 1, 2011 Case Type: Criminal X
Administrative

Investigation Completed:
Origint  Office of the inspactor General Approved by:  John L. Phlliips
Office of Audit Speclal Agent In Charge

Case #; BANK-11-1366-I

Summeary

On July 18, 2011 the Ofﬂcu of Inspactor- General, Office of Audit, raferred & compleint to the
Offics of Inspagtar General. Office of Investigetions (TOIG). The complaint allsged that former
bank pruldent did not properly classify ioans that were bought from e third
party broker, . ond that former Vice President | misappropristed

$45,363 through 45 trensactions over a period of 3.5 years.

On August 1, 2011, TOIG opened an Investigetion to review the compleints. TOIQ reviewed
documents from the Office of the Comptroller of the Currency (OCC) and the Federal Daposit
Insurance Corporstion {FDIC), which included Reports of Examination, Memgranda of Intsrviews,

& 90 day report, snd loan files,

TOIG elso discussed the cese with an OCC Examiner and an FDIC Investigator, and consuited s
triel attorney from the U.S. Department of Justice (USDOQJ), Crimine| Division Fraud Section,

Duse to the lack of substantive evidence of criminal activity uncovered during Interviews end
document review, this Investigation ls baing clossd, If additional Information or evidence

becomes aveliable, TOIG mey re-open this matter.

[Thie awnmmiﬁ%dn—wmmdmm |
Gcmul it containe ssnsitive lew snforcement information and i3 contents may not be without :
'rmmmhw-»wfuxmm Thhupﬁrtbﬁ)l! USE ONLY snd Xs disciosurs |




Bnhmd&uopoofﬂnlnvugm T
During the courss of the Invo:ﬂgaﬂon, TOIG conduoted rdovant Intorvlaws with:

e g ...1_

""" . Attornsy, Office of Enforcament, OCC
, Former Vice President (VP) of Compltence, {JJJJJJjank
FDIC Investigative Speclellst
; T Examiner

In eddition, TOIG reviewed pertinent documents, Including:

OCC Report of Examination (ROE} dated September 13, 2010

OCC ROE dated July 2, 2007
Treasury Inspector General Office of Audit report dated August 30 2011

FDIE Memorande of Interviawa

Loan files for ninateen loans bought by -Bank from —

investigative Activity
On July 18, 2011, the Inspector General Office &f Aasdit referred e complaint to TOIG. The

complalnt alleged that former bank president | ¥ did not properly clasaify joans -
that were hought from a third perty broker, j anc e it former Vioe Pruldept
8 OVer e p&riod of 3.5 years. (Exhib

isappropriated 945,383 through 46 tra

The OCC ROE dated July 2, 2007 statea that on Merch 28, 2006, lseppropriated §200
and had been placed on administrative leave. Upon further Inveatigation, it was discoyered that
isapproprieted 45,363 through 45 transactions over 8 perlod approximating 3.5 years.
nada restitution to the bank by desding e 0.24 acre single femily (ot that wae valued at
$51,000 ea of May: 24, 2006. [ROE Ia evallable In IMIS under Lead Initistion, Attachmaent 3}

The QCC ROE dated September 13, 2010, states that Bank was oportdng in an. “ungafe
and unsound condition” and that the loan portfoilo hed “seversly deteriorated” since 2008,

vided the examination team with e [ist of loans from « third-party broker thet

co sted @ significant amount of the problem essets. The loans totaléd $8.3 milffon and the
mejority wers In forsolosure. [ROE Is avellsbls In IMIS under Lead Initistion, Attachment 2}

argsst olassified loan relstionship of the bank,
had eight loans totaling $2,258,000.
8., a distinct possibility that the

The Septembet 13” ROE further states that the
as of June 30, 2010, was with J

The OCC ciassified all of these losne as substarsT
Institution will sustain some lose). .

mmamhmmﬁmmdm rmﬁdmm
General. it contains sensitive law snforcemant informetion and iy contsnts may not be
- writton purrrieslon in-sotordainde with 8 U.8.C. § 842, MWMOMUM'thm

to unauthorized pervons ls prohibited.
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ot _'_";_Glnoral Audlt Raport 013—1 1-095 datocl Auuult 30 201 t crtod tho
snik’s fallura were its high concentration of commercial real estats and land

loans, and its fﬁura to odequatefy Identify, measura, monitor, and control credit and
ice of Audit concluded that thets wers no unusual

olrcumstances lwround_lng-: T NP fallure, [Exhibit 2]

Enfomemunt, OCC
exam dated Septsmber . e that;
bank exam dua to bank oxocutlvu and | .

appralnlq' had been seen, it would have “materialy. sitstad ths sxamination.® [Exhlhlt 3

Ralso aald that | aflsgedly received bribes from loan cmton'rar
-claimed that ke performed more then $40,000 worth of greding,
paving, and oﬂmrwvm for | b residerice with the understanding that tha bank would

oontinué to loan:him monsy..

Jssict that during his investigation, [ - third party broker, had ninateers loans
W Bank. Of these ninetean loana, thirteen loans wers foreclossd or in

collactlon, totaling = the millions of doliars.

Betweer Septamber 21, 2011, and Juna 7, 2012, TOIG made muliizis attempts to discuss tha

Investigation with , who had left OCC to work for FDIC._ |
managemant were unresponaive to TOIG requests to meest with

On June 28, 2012, TOIG consulted |
advised tha matter ronm'dlhq

f e ioEr to, lnd processed by, the former bank president;
. .and had ro further Information regarding the s




" the ”"d‘”. W"""Q that iwﬁféé contlnua to' icanfii] | o
that towerds the conclusion of the procsedings, i e

Cuntlnuli" _on qu_.ﬂg'._ 1

nlnotm loane were botweon $1 24,000 end ¢572 000). However, efter Intarvhwlna several

borrowers FDIC discounfed that theory. [Exhlbit 6]
On July 2, 2012 TOIG rwlowed-_ty wurt dcmumanto regarding

Judgment of Foreclosure datud January 28, 2011 h waa ad]udgod that' | | _
establish, by a preponderanca of the evidsnce, eufficlent facts to eupport the alleged fraudulent

Inducement affirmative defense.” [Exhibits 6 end 7]

8 responolhle for exemining the asset quaiity/loan rcvlew portlon of the
eviewsd the loa_n i aa for forty thres ipans thnt were dulgnutnd by

loan Io dellgnated a3 Troubled. Whm wqulred as to whv thefo waren't appralsals on fﬂu,
he was told that the eppralasls had bean ordered, but not yet returned. Since there wera no
appraisais, hiad not perfor & {mpairments on the troubled foang. o to
the attentiorn of the laed oxamlrwr _ Acoording to ' fsfl

officers should - have meritioned at the outsst af the examination that fortythree opprqtnh on
troubled asssts had not been returned, as th{b impacted the forecasted financial' statonmtn of
mo bank. [Exhibit 8}

On July 10, 2012, TOI‘G rwlowqd mmrnndl o# Intﬂvlewa provided by FDIE. FDIC

Resclutions end Razetvers
the interviawees were |

I indicated thet loans from [IIw
idn't think that the laans went thron woper ohannoll but he was not awera of any .
3. wn:h regerd to thel ' wes aware of an accusation that




hnd dono_ work'fot' ]

aa a brlbo bolng glven for loanu, but-statad that It
was later found out that!

- - was pald for the worl: [Exhiblt 9] -
f Bank was his first foray In commeroisi real astata loans after
throughout his career. He bolluved tho quality of his underwriting

established In the ares., | atod that he dealt direstiy with - did not hava a social
or compensatory refationship with ., and the rafusad to buy loans fro
in several Instances due to Inadequate cash flows. [ L 10

On Pebruary 11, 2013, TOIG completed the review of loan files obtained from FDIC. The
requested documents were regerding the ninetesn loans bought by Bank through-
and Included 15,410 pages. [Exhibit 11]

Documents were rsceived for the following loans:

Y——

BRE [B]e] = ||efu|afufnl-

it mﬂ

Before and during tha doournent review, TOIG consulted with USDOJ Attorney SINENED

_ advised to focuas on Settisment shests, com identiflers of borrowers, and borrower
Tmancis statements provided to the bank. Of the louzhrwlawed he statad nothing
warruntod further lnvutlgaﬁon TOIG reviawed the remaining files using the same methodology.

Wawummamﬁdwmﬁamw
General. R containe senasitive law snfurcament information and it contents may not be
writton permilesion i sccordance with 8 U.8.C, § 582 mnnpoanORm USE ONLY. wum
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o o :'Documamn lnoiu'dod but not llmh‘ad t0; utﬂement uhootu loan appucuﬂom ﬂﬂd

- “valustiona; sppraisals; court documerits to kiclude foreciosure cleims, Judgments of
foreclosure, Interrogatorias, and affirmative defenses; [oan aummaries; botrower profiles;
and cradit historiea of the applicants;

. Not every ﬁla had sach document. For axample, incoma tax filings and credit reports for
the eppiicants sppeared in only 8 handful of the files;

1 Bmk used ten different appraisers for thess losns. Soms proporﬂu had muitiple .

‘sppraidsiz separated by as much as five years to as [ittis as tan months;

o - Each loan applicant appasred to be separate from the othera [n that thera were no

common socisl asourity numbers, maiiing addresses, or places of employment;

¢ Settament shests did not show unusuallv farge or unexpisinsbie payouts to third parties;

s Tex refumns end asset statements of the sppiicants did not eppear to be Inconsistant with

. their stated professions. .

Nons.

Judicial Action

N/A
Findings
Baged on the findinge of our Investigstion, it sppasars that no criminsl laws wers violated.

S, <o Advisor, Office of the Comptroller of the Currency

[ TTe Report of investigation 1e the property of the Ofifce of Tressury Offios of the inepector
m"""fmm BrODY o o OTeeicr vasigation, Tre '{mmm
hmwﬁ;uc. § 882, This reportis FOR USE ONLY and its disslosure-
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. 1G Offioe of Audht Referral Memorandum, .d.ltafd July 18, 2011
2 IG Office of Audit report OIG-11-096, dated August 30, 2011

3. Memorandum of Activity, OCC Attorney] hi. dated Septamber 21, 2011

4. Memorandum of Activity, Interview o , dated June 29, 2012

5. Memorandum of Activity, FDIZ Investigstor dated June 29, 2012
6. Transcript of Deposlition of | 2, 2810

7. Amended Finel Judgment of Forecidstré . dated January 28, 2011
8. Memorandum of Activity, OCC Exa dutod July 9, 2012

9. FDIC Notes from Interview of } j&l
10. FDIC Notes from Interview of K, datod Mny 10, 2011
11. Memorandum of Actlvity, Summary of Loen Files, deted February 11, 2013
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CMO-2013-0780

DEFPARTNENT OF THE TREASURY
WASHINGTON, 0.C. 20220

memoranoum For IR s:~'oR ADVISOR
| OFFICE OF THE COMPTROLLER OF THE CURRENCY

FROM: John L. Philipa A 2/05° /77
Spaciel Agent Jf Cherga
SUBJECT: Notification of Praliminery inquiry Closura

0iG Caee Numbar: BANK-13-0097

An inquiry wee initiated by the U.5. Dapertment of the Treasury, Office of
inepector Ganarai, Offica of investigations (TOIG), after recalving informetion from

_the Office of the Comptroiler of tha Currency {OCC) ragerding en ailagation that

senk & Trust (Bank), Little Rock, Arkensas, mey heava obstructed an OCC

Taxemination. On September 25, 2012, OCC served the Benk with 8 Prompt

Corrective Action Dismiesal Directive for the immediate diamissei of the Bank’s
Chiaf Exacutive Offloer (CEO) and President, (i NENENGp

After meeting with the US Attorney’e Office, District of Arkanses, Fedaral Bureau
of Investigation, intarnel Revenue Sarvioe-Criminel investigation, Specisi inspactor
Ganaral for Troubled Aaset Reilaf Program OiG, end Federal Raserve Board OIG,
regerding tha investigation, TOI@ provided documentation end coples of OCC
pergonne! interviewe to the respective egancies. Dua to tha investigative resources
dediceted to this matter, TOIG wiil not activaly participate in tha investigation, but
be supportive of any raqueste by the investigative egsnoles.

As a result, TOIG determined thet tha allegetione do not merit additionel
investigetlve resourcas, and the metter is baing closad acoordingly.

[Tie report 16 the property of the Otffos of nepedter Qeneral, and Te For Officlel Use Onfy. I somiams |
lnw snforosmént Infomestion, the use and dissemination of whioh ls subjest to the Priveoy A, 8 |
.8.C. § B52s. This Information may not ba copled or daseminated without the wiitten permission of the |
CH), which wil ba granted only in sogordence with the Privacy Ast and tie Ereedom of Information Aot, 8

°§

<
-

:C. § B52. Anyy"uneuthorired or unofficiel uss or disesmination of this nfgrmation witi be petilciel . ;
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On Septembar 25, 2012, the United States Dspartment of the Treasury, Office of Inspector
Gmoml Office.of tnvotﬂgaﬁont T OIG'), received Information from Mnrta Freom-n, Assistant
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(1] jgative A

garding | : advuizsd TOIQ that the OCC
Investigstion on ths fsllura o ' : o] ltatad st to dsts, OCC had

ted

obta ot or loa
participation agresments with ] ‘Bank Accordfng to
violations of Titls 12 of the Unite : WETe Found, DL nothlno to Indioete criminal
violgtions. (Exhiblt 2)

On December 11, 2012, TOIG Interviswad: n

sbnormalities In the raviaw of documents or ixdication criminal violstlons cocurred.
{Exhibit 3}

I if B = %. Inthe pravi ' :'s.aﬁlntarvlow wlthq I
confirmed #3at no loan dooumﬁ were altared L A q tatag he g not find any

During the course of ths Investigstion, TOIG found no Indloation that -attemp'ted to
Impede ar otherwles subvart OCC’s review. OCC amployees stated there ware no Irregulsrities
wlth-s complisnoe In rsgards to OCC requests for documents,

Referrale
N/A

Judiolal Aaﬂoq

N/A
Findings

The Investigation determined the silegatione are unsubstantlated. No oriminal vioistions of law
were found in the review of Cherter's fallure.

Dissribugion
SRR s/ Advieor, OCC
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2. Munorandum of Adgtivity, interview of_" | Jl} dated November 29, 2012.

3. Memorandum of Activity, Intnwlewof-datodbmbdrﬂ 2012.




DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220 '

octosamy
October 2, 2013 :

MEMORANDUM FOR FILE

FROM: Jason J. Matrick
Speclel Agent | erge {Acting)

SUBJECT: Bank initlative Projsct Closure
OIG Project Number: Bank-13-1442-}

During this reporting perlod, the Office of inspectors General (OIG) for the Federal
Deposit insurance Fund (FDIC), Federal Reserve Board of Governors (FRB), and
Treasury started an Initlative to conduct the investigstions of falled banks jointty.
TOIG hes pertnered with thess agencles tp bring to justice individuals who have
defrauded the financlal institutions within the jurisdiction of the three agancles,
which Includes circumventing or impeding the reguletors exsminstion processss.
The joint initiative’s collective efforts wili be a deterrent to others contemplating
criminsi sctivity and help maintaln the public’s confldence in the nation’s ﬂnanclal

systsm,

Our oversight Includes Treasury’s finenclel hstitution reguletorg —the Office of the
Comptroller of the Currency (OCC) end legacy Office of Thrift Supervision (OTS)
{OTS was merged with OCC in 2012). In eddltion our office receives information
ragarding reguletor obstruction from DOJ, verious Federsl and stete regulstory snd
law enforcement agencles, and other sources.

.- TOIG opened an Investigative cese number for Fiscal Yeer (FY) 2013 to allow

agents to utilize for cese development and to doocument egent activitles in relstion
to the initlative. TOIG hea recelved/meintained approximetely 20 leads conceming
falled or falliing banks. Leads conducted to date have yldded no criminel results,
but several potentlal inquiries are being reviewed.

Therefors, with the ending of FY 2013, It Is recommended that with the approval
of this memorandum, this project be administratively closed.

mmnmm«mmummm-Mhmmmwm. #t ooritains
sensitive law anforcement information. the use and dissemination of which to the Privacy Act, 8

§

Uu.8.C. § B82a This Information may not be copled or dissemineted without the weitten permission of the
010, which will be granted only in accordanoe with the Privacy Act end the Fresdom of nformnation Act,
unofificial Information will
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 28220

OFFICE OF THE THE CURRENCY

FROM: Joson J. Metriok :
Special Agent in' {Acting)

BUBJECT: JPMorgan Chase Bank, N.A.
Case number: BANK-13-02724

The U.S. Department of the Treasury, Office of inspector Gensral, Offica of
investigations {TOIG) mdvodarafmdfromﬂnOfﬂaoofﬂnComptronuofﬂn
Currency {OCC) regarding a poasible attempt by JPMorgan Chase Bank, N.A.
{JPMC) to obstruct the bank examination proosss. in 2009, the OCC had requested
ﬂnhvuﬂgatlvorupomlndnoturdatodmlurdlﬂomhlpwlﬂxawntdLMadoﬂ
investment Securities, LLC. JPMC declined to provide the notes of its intermnal
lntuvkwsofoquOJPMCunplmufoﬂowthndommmhm
2008. JPMC's counsel claimed the lnterview notes wers protected under the
attomey-oflent privilega and work product immunity.

On May 2, 2013, TOiGhundanknpootoerdﬂG)wbbomafmthom.

After non-compiienocs with the iG subposna, TOIG requested that the U.S.
Department of Justice (DO.J), Civil Divislon enforce the subposna on JPMC. On

September 12, 2013, the DOJ Civil Division advised TOIG that they were denying
the request for enforcement of the subpoena.

On Septsmber 19, 2013, TOIG Counsel mat with OCC’s Counse! regarding DOJ's
decision and OCC agreed that TOIG could not undertake and further actions

regarding the matter,

As 8 result we are closing this matter accordingtly. | you have questions or if you
develop information that may indicate a need for additional or new Investigative
activity to assist you in resolving this matter, plesse contact me at {202) 927-

0836.







Office of Inspector General
U.S. Department of the Treasury

Report of Investigation

Case Tite: -
reasury tmployes) Case #;: OCC-11-0882-}
Senior Financial Analyst Case Type: Criminal
NB-11860 Administrative X
Office of the Comptrollar Clvil
of the Currenoy
Conducted by:
Speclal Agent

Investigation Initiated: May 23, 2011
" Approved by: John L. Phillips,

Investigation Completed:=  JUL. 28 2012 _ Special Agent In Charge
Origin: Office of the Comptroller of the

Currency
Summary

On May 12, 2011, the Office of the Comptroller of the Currency {QCC) contacted the U.S.

Department of Treasury, Office of Inspector General (TOIG) regarding an allegation that QCC
employee as In possession of emall that wee neither addressed to nor copled

to her. (Exhibit 1)

The Investigation determined that the allagation was substantlated, however the Investigation
waa unable to confirm or deny ‘s asgertion that the emalls were supplisd to her
anonymously on a8 CDR that waa slipped under her office door, s use of the emall in
support of her snd another OCC smployee’a Equal Employment Opportunity {(EEQ) complaint
without Informing OCC management or Information Technology ({IT) Security waa a violation of
OCC Information security polioy as identified in the OCC 2011 Information Security and Privacy

Awareness Training.

This Report of nmvestigetion le the proparty of the Offios of investigation, Treasury Office of the lnspsctor Gansral,
it contains sansitive iaw snforcement informetion and e contents may not be reproduced without written
permission In acoordencs with B U.8.C. § 552. This report Is FOR OFFICIAL USE ONLY and its disclosixwe to
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Basis and Scope of the Investigation

This Investigation was initiated on May 23,.2011, based upon Information that OCC employee
TS =+ |n possession of email that was neither addressed to nor copled to her.

During the course of the Investigation, TOIG conducted the foiiowing investigativa actions:
s Analyzed the emaill ed In su of her EEO compiaint

o Reviewed logon information for s computer, Director of Data and
Statlstical Analysls, Economics Department, OCC

TOIG also conducted the foliowing relevant interviews:
iT Speciallst, OCC

Contractor, OCC

iT Specialist, OCC

Contractor, OCC

Contractor, OCC
ata and Statistical Analysia, Economics Department, QCC

IT Specialist, Economics Dapartment, OCC
Senior Financlai Analyst, Economics Department, OCC

Investigative Aotivity

On July 6, 2011, TOIG reviewed the smaii thot [l supplied In support of her EEO
compiaint and determined that the only person who was either a sender, reclpient or copied to

tho—Data and Statistical Analysis in the OCC’s Economics

was
Department. (Exhibft 2}

On January 30, 2012, TOIG lnterviowed— an IT Specialist in the OCC’s Security
and Compiiance group who stated that computers In the Economics Department wera not as

tightly managed as the other computers in the OCC, due to their speciallzed computing
requirements. [n addition, stated that OCC smail was centrally managed and that no

one from the Economics Department hed access to the emal servers. (Exhibit 3}

On _Janvary 31, 2012, TOIG completed the analysis of the Windows Security Event Log on

8 OCC-issued computer and determined that the foliowing individuals on to
scanputer.— —.m tha
tso0g account and an account with the ussr name MXL94503MWY. (Exhibit 4)

r

On ary 2, 2012, TOIG regeived Information from that identif]
as OCC contractors, was an OCC contractor who recently transitioned to a full

time position. The tsocc is s privileged account for use by the OCC Computer Incident
This Report of lnvestigation ls the property of the Offics of investigation, Tressury Office of the Inspector General,

R containa sensitive lew erforcement information and its contents may not be reproduced without written
permission in accordence with & U.S.C, § 652, mmhmmmmvmmmm

uneuthortzed persone [s prohibited.
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Response Capability (CIRC) team and wes used to perform digitai forensic collection on behalf of
TOiIG. The MXL94903MW$ account was usad by ' an OCC contractor untl March
28, 2011, the computer that was used by that acoount-was placed in OCC maintanancs, which -

can entaill wiping the hard driva. (Exhibit 5)

an IT contractor who provides general iT
provided a aworn statement that he did not access or
s computer nor was hae asked to do so by

On Fabruary 9, 2012, TOIQ Interviawed

support to the Economica Group.
copy any email or information from

anyone, (Exhibit 8)

On February 9, 2012, TOIQ Interviawed en T contreotor who provides
genersi iT aupport to the Economics Group. provided 8 sworn statement that he did
not access or copy any emaii or information from s computer nor was ha

asked to do so by anyona. (Exhibit 7)

On February 9, 2012, TOIG interviewed an iT contractor who provides general iT
support to the Economics Group. provi a awomn statement thet he did not access or
copy any smaii or informatlon from computer nor was he asked to do so by
snyone. (Exhibit 7) ' :

On February 9, 2012, TOIQ interviewed an iT specialist who provides
database administration aupport to the OCC. provided a sworn statement that he did
not access of copy any emall or information from a computer nor was he

asked to do so by anyone. (Exhibit 8)

On Februery 9, 2012, TOIG interviewed Pm IT contractor who supports the
OCC CIRC. stated that he did not access or copy any emaii or information from

8 computer nor waa he asked to do 80 by anyone. (Exhibit 9)

On April 9, 2012, TOIG Interviewed ? the ata and Statlstical
Anaiysis who stated that she did not know accessed the emall pertaining to EEQ
complaint on her computer and that she did not supply that smail to . ided
TOIG with a swom statement that she never suppiiad email pertaining to hiring or
salary decisions to anyone other than the people to whom the amails were addressed or copied
and the OCC Office of Counsel, (Exhibit 10}

who deciined to consent to an
also advised TOIG that she was

U). (Exhibit 11}

On April 9, 2012, TOIG attempted to interview
interview when advised of her Garmity rights.
repreaented by the National Treasury Employees Union

Thie Report of investigation Is the property of the Office of Investigation, Treasury Offics of the inspector Ganeral,
it contains sensitive law enforcement information and s contents may not be reproduced without written
permiusion in accordance with B U.8.C. § B82, This repart ls FOR OFFICIAL USE ONLY and ite disciosure to
unauthorized persons is prohibited.
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On Aprii 11, 2012, TOIG Interviewed ”an iT Speciallst In the Economics
Department. Mpmvidod TOIG with a signed, sworn astatement that hs had never
accessed an O tar for personal or unlon gain and had not taken the amaills in quastion.
When asked if he knew who may heve taken the smal pertaining to m hiring and

s roles as NTEU

compensation; Mdacllnad to answer, citing the confldentlality o

steward and EE or. (Exhibit 12}
On Aprit 26, 2012, TOIG conducted an administrative Interview of and

provided her with a Kalkines rights advisement. Mprovidod TOIG with a writtan
statement that she did not take the emalls or access computer or exceed her access

ON any computers of servers.

Htated that she could not recall the exact dete, but aometime in March 2010, when ghe
rned to her offlce after iunch she discovered that an unknown person had slipped a COR

under her office door which she routinely cicaed and locked whan she wasn't present. m
did nat find this unusual since co-workers in the Economica Department routinely slippe

containing data for her to analyze under her door. When viewed the flles on the CDR
she discovered they were emalis relating to her EEQ complaint at the OCC.

informed her NTEU steward, F of the existence of the emalis and
expressed surprise that she had them and toid her not to do anything with them.
Iso providad the CDR to OCC Economlcs Department amployee

because she feit the smails might be relevant to s EEQ complaint.
the CDR after approximately 30 minutas. then printed out the emalls and provided

them to nd stated that to the best of her nowlodgo-lso provided the emalis
to her EEQ representative.

Hhen dastroyed the CDR by placing it in a media disposai chute. When asked by TOIG
y she destroyed it replled that she feit it contained personally Identifiable

information and should be oyed to prevent that information from exposure. She did not
inform OCC management that someone had provided her with a CDR contalning email not

addressed to her. )
onfirmed that she had recelved and complated OCC”"s computer aecurity and privacy

training. (Exhlbit 13}
On April 26, 2012, TOIG reviewed the 2011 OCC information Security and Privacy Awarensas

training which compisted and determined that the tralning and rules of behavior
requirad that empioyess inform OCC management and/or OCC IT security when dats breaches

occur, (Exhibit 14}

This Report of nvestigation is the proparty of the Offics of investigation, Tressury Office of the inepector General,
It containe sensitive law enforcsment informetion and its contents may not be reproduced without writtan
permission in scoordance with 8 U.8.C. § G862, This report ls FOR OFFICIAL USE ONLY and its disclomurs to

unauthorized persons is prohibited,
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Beferals

On Aprll 17, 2012, TOIG presented the investigation ta the United States Attorney’s Office for -
the District of Columbia. Assistant United States Attorney { the Fraud and.

Public Corruption Section deciined to accapt the case citing of prosecutive merlt. {Exhlbit
18)

Judiclal Action

N/A

Findinge

The investigation determined that the allegation was substantiated, however the investigation
was unable to confirm or deny -assertion that the emails were supplisd to her
anonymously on @ CDR that was sl under her office door. use of the emsll in

support of her and another OCC employee’s EEQ complaint without Informing OCC management
or OCC IT Security was a violation of OCC information sscurity policy as identified in the OCC

2011 information Security and Privacy Awareness Training.

Distribution
" Laure L. McAuiiffa, Senior Advisor, OCC

Urglen

This Report of lnvestigation is the property of the Offios of investigetion, Tressury Offics of the Inapector General,
it comtaine senesitive law snforosment Inforrmation and ks contents mey not be reproduced without written
parmission in socordenoe with B U.8.C. § 852, Thie report s FOR OFFICIAL USE ONLY and its disclosure to
unathorlzed persons s prohibited.
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Exhibits

1. Initial Complaint document from the OCC, dated Mey 11, 2011,
Memorandum of Activity, Initlal Record Review, dated July 6, 2011.

. Memorandum of Activity, Interview of— dated January 20, 2012.
Memorandum of Activity, Cyber, dated January 31, 2012,

N

~

6. Memorandum of Activity, Record Review, dated February 2, 2012.

8. Memorandum of Activity, Interview of -datod February 9, 2012.
7. Memorandum of Activity, Interview of (I coted Fobruary 9, 2012,
8. Memorandum of Activity, Intrview of (SN dated February 9, 2012,
9. Memorandum of Aotivity, Interview of [JJJENNENEN coted February 9, 2012.
10. Memorandum of Activity, interview of J N d=ted Apri 9, 2012.

11. Memorandum of Activity, Interview of [ cted Arri 9, 2012.
12. Memorsndum of Activity, Interview of NN i=ted Apri 11, 2012.

13. Memorandum of Activity, Intervisw of JJ NG 2=ted Apr 25, 2012.
14. Memorandum of Activity, Record Review, dated April 28, 2012.

15. Mamorandum of Activity, Case Presentation, dated April 17, 2012.

This Report of investigation ls the property of the Offioe of investipation, Tressury Office of the inapector General,
it containe senaltive law enforcement infonmation and s contents mey not be reproduced without written
permission in accordance with 8 U.8.C. § 8082, mmbmmmmvmmm-u




Office of Inspector General
U.S. Department of the Treasury

Report of Investigation

(former) Case #: OCC-i2-0618-i

Case Title:

Nationel Bank Examiner, Office

of Thrift Supervision Case Type: Criminet X

TG-14 Administrative ___

Civit
Investigation Initiated: Merch 6, 2012
Conducted by:
investigation Completed: MAY 16 2013. Speciai Agent
Origin: Office of the Comptrolier of the Approved by: John L. Phiilips
Currency Speciai Agent in Charge

Summary

On Merch 8, 2012, the U S. Departrnent of the Treasury, Office of inspector Gensrai, Office of
investigations (TQi stigetion into an alieged vioietion of the Post-Empioyment
restrictions sgainst , former Nationai Bank Examiner, QOffice of Thrift

rvigion {OTS), Specifice was the Examiner-in-Cherge of the OTS examinstion of
ederai Savings Bank ﬂ aitimore, MD, arch 29, 2010, On July 7 h
resigned from OTS snd gained empiocyment with On November 14, 2011, eged
meeting with representatives of the Office of the Comptrolier of the Currency

participated i

{OCC) and regerding issues resuiting from the examination were extensively discussed.
(Exhibit 1)

The investigation determined that the ailegation is unsubstantieted. The invastigation did not
discover any evidence thet vioiated the post-empioyment restrictions when he
perticipated in the meeting batween ﬁeand QCC., The U.S, Attorney’s Offica, District of
Maryiand, advised there was not enough evidence egainst for continued pursuit of

prosecution and olosed their cese.

Thlll Report of Investigation s the property of the Office of Investigation, Treasury Offlce of the Inspacior Gensral.
It contains sansitive law enforcement Information and its contents may not he reproduced without written
pormission In eccordance with 8 U.8.C. § 882, Thia report Is FOR OFFICIAL USE ONLY and its disciosurs to

unauthorized psrsons ls prohibited. i

Of Poreiil) (Bapt 30




Report of investi
Case Name:
Case # OCC-12-0618-
Page2of 8

Basis and Scope of the investlgation

Aa a Federel ampioyee of the executive branch you ere subject to certain criminai post-
employment restrictions regarding matters that you can work on sfter ieaving governmant
empioymant. Moat restrictiona such aa the Permanent, Two-Year, and One-Yeer
Representetional Bars cen be further explained under 18 U.S.C. § 207.

OTS beceme part of the OCC on July 21, 2011. The OCC currently regulates both nationai
banks and fedsral savinga essocietiona (thrifta}., All compiaints opened with OTS regarding
thrifts prior to July 21, 2011 wiii continue to ba processed following OTS procadures.

was hired et OTS on August 22, 2007, as & Nationai Bank Examiner. qa
Notificetion of Parsonnei Action revesied he resigned from OTS effective July 8, 2010,

(Exhibit 2)

During the course of the investigetion, TOIG conducted relevant interviews with:
Assistant Deputy Comptroiler, OCC.
National Bank Examiner, OCC.

Bank Menager, edera| Seving Bank.
Chief Executive Officar. Federal Savings Bank

thics Officer, OTS.
(formar} Nationai Bank Examiner, OTS.

in addition, TOIG reviewed pertinent documents, including:

. E’s Notification of Parsonnel Action datad July 29, 2010,
o QTS a Report of Examinetion, dated Merch 29, 2010Q.

e OQOCC/OTS Supervisory Agreement, deted August 31, 2010.

Invastigative Acthvity

A TOIG documant raview reveasied thet was the OTS Exeminer-in-Charge of the
Comprehensaive Limitad Scope Examinetion compieted of n March 29, 2010, The primery
purposa of the examinetion was to esaess the deteriorating esaet quality of the bank, The
examinetion focused on Capitel Adequacy, Asset Queiity, Management, Eamin iquidity, and
Sengitivity to Market Risk (CAMELS}. Based on the CAMELS composita reting was
downgraded to a score of thres “3.” Dues to the downgrade the OTS determined that e

isory Agresment waa needed. The Superviaory Agreement iists areas of concern that
wwed to addreas. (Exhibits 3 & 4}

This Report of Investigation Is the property of tha Office of Investigation, Treasury Office of the Inspsotor Genersl,
it containe sensitive law enforocement information and s contents may not be reproduced without written
permission In accordsnce with 8 U.3.C, § 862, This report Is FOR OFFICIAL USE ONLY and its disclosure to
unauthorized psrsons ls prohibited.
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Agent’s Nots: An OCC CAMELS rating of 3" mean the risk management practices of.re
lags than satisfactory. -had significent problems in muitipie areas of the bank’s operations
end needed to be monitored, meaaured, and controlied by reguiators to insure the bank’s

operations improved.

in an interview with TOIG, reported thet she and —, Bank Exeminer,
OCC, met with Chief Exacutive Officer {CEQ), and— Bank
Manager, to diacuaa the bank’s relatively low capitai posltliil Ii inciude the assesament of

k’s capitai planning processea on November 14, 2011, said to her surprise

wes at tha meeting. Tha meeting was held to discuas iasyes listed in tha Supervisory
Agresment which derived from the Limited Scope Examination o oompleted on March 29,

2010.

stions to and would respond on

sald she wouid direct her
. askedhwhat wa 8 role with the bank an

i was strictly a consuitant and not a manegement official. Hinform
ally does not discuss bank business with consuitants end that it was
tha responsibility of

8 management to be sufficiently versed in ail the bank’s dsaiings.
- seid that— was sceling back his involvement In bank affairs to two days a week
and was congidering retirement et the end of the 2011. asked who was going

to manage the daj ivitieas of the bank, and said , and an employes named
# Informed that a troubled benk i ebeeded a fuli-time and
edicated managemant team,

asked if his OTS post-empioyment restriction spplied to the OCC.
that the ethics restrictions that govern sll former Federal employeas are
soid tha asked if the two year post-

said
asaid sha toid
eppiied the same from agency to egency.

empioyment restriction appiied to him, and she said it did. tolm'that his
participation in that mesting could be s breach of the post-empioyment ras ons. {Exhibit 5)

in an intervi ith TOIG, greported it was determined that the OCC needed to
discuss wit the bank’s re atlvei Ioi iipltal position, to include tha sssessment of the

bank’s cepital planning processes. seid he contacted- and scheduled a
meeting for November 14, 2011,

aid that he and _mat with an According to
-would initiate & discussion wit regar ssues listed in the
uparvisory Agresment and -would answer on the bank’s behaif. hsald the

topics discussed wera wida ranging and encompessed sil aspects of the bank'a operations
{spacific loan relationships, merket conditions, the bank’s impairment analysis process, dsposit

This Report of Investigation ia ths propecty of the Offics of investigation, Treasury Office of the Inspector Genaral.
It contsins sensitive law snforcement Information and s contents may not be raproduced without written
parmission in socordance with B U.8.C. § 552, This report is FOR OFFICIAL USE ONLY and lte disolosire to

unsuthorized persodns is prohibited.
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gtructure). sald- asked -what was-’s roie with the bank and

-said tha was strictiy a consuitant,

F said tha i
usinass with consuitants.

back hia invoivement in bank affaira.
needed a fuli-time menagement taam.

picaily doas not discuss bank
that ho- has scaied
that s troubled bank ilke.

aaj Inquirad as to the OCC’s view regarding tha eppllcabiiity of tha OTS
athics rastrictions placed on him. 'qaald thatﬁeapondad saying tha athics
regtrictiona governs ail forrner Federal employees appiy and that OCC abidas by thosa ruias.
id tha then asked if tha two yeer post-empioymant restriction applied to

him, an 8 then commanted that his participation in that meeting couid ba a
braach of the post-ampioyment restrictiona. {Exhibit 8)

During an interview wit iG, aid that he met during the OTS Comprehensive
Limited Examination of n March 29, 2010. reportad tha @ Examiner
in-Charge during tha axamination. According t he was gontacted by on June 28,

2010, via email in which i im that he } was resigning from QTS and
going to work as a consuitant for said tha aiso mentigned in tha emali
that ha would lika to offer his servicas to work as an advisor/consuitant for

said that after he recelved the email from ha forwardad jt to
empioyment congideratj ald on November 14, 2011, he, , an
L s oparations and issuas {istad in the Supervisory
responded to severai questions asked bhnd
ing: however, he oniy rasponded as a consuitant and not as a
said thaﬁ ralsed concerns during tha maeting ragarding

met

during tha
managament official,
participation,

informed hlm,—an- that she balievad”a
participation j meeting vioiated the Govarnment Post-Employment rastrictions for formar
said thet he, an iistened t:’ concems and than
mpio

8.
ponded by saying he was ot familiar with the Post- ant restrictions.
- Lastly, said thai was not askad to ieave the mesting bwr OCC. {Exhibit 7)
in an interview with TOIG% raported that he meq during the OTS
Comprehensive Limited Examinat Of%FOd&f&l Savings on March 29, 2010. According to
* he was contaoted byq in"June 2010 which{JJJJJ offered his servicas to work
as an advisor/consuitant for the bank.

eportad that

This Report of Investigation ls the property of the Offlce of Investigation, Treasury Office of the inspactor Qeneral,
It containe ssnsitive low enforcement information and ts contents may not be reproduced without written
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said that as a result of tha March 29, 2010, Comprehensive Limited Examination of
OTS identified severai areas of com the bank needed to address. Due to the

benk’s iimited resources end expertise, did not ha on steff that ¢
address the concems ilstad in the Supervisory Agresment. %cmtac‘rec& and
negotiated a General Advisory Agreement to consult for the benk. worked on poilcy and
reguiatory issues to Inciude issuas listed in the Suparvisory Agreement.

an egerding ’s operations
aaid tha did respond to several

— said thet ha, , am., n“
; however, ha oniy responded as e consultant and not

and Issues in the Supervisory A ent.

questions asked by

as_a management oificial. eiso sald that he planned to reacommend to the oard
of Directors tha be epproved to be the Bank’s CEO in June 2012, as he pianned to take
a reduced role in the bank’a daily activities. {(Exhiblt 8}

In an interview with TOIG, . said she was contacted by shortiy after he resignsd
fro discuss the post-empioyment restrictions releted to orking es e consultant for
aid that sha Informe that hs couid work for howevar, it wouid be

inappropriata for him to represent in front of OTS on any matters he was diractty invoivad

in as an smpioyes with OTS.

Hsaid sha informed that he wouid be permitted to provide guidence to rom
ehind the scenes” and not commupicate directiy with raguiators on such metters he directly
‘work on as an OTS employee, explained to h the differences between the onse-yaar,
two-yeer snd iifatima post-empioyment restrictions.

aald that she recailed receiving a second teiephone caii from shortly aftar their
initial talaphone conversation. Accordin informed her that he wa ing
considerad for the CEQ position at aid that sne agein expiained to he
differences between the post-empioyment restiction bends and toid thet he could teke
the position; however, ha ¢ould not represent wn front of Federal reguiators on matters
which ha axtensively angaged in during his empioyment with OTS. (Exhibit 9}

In en interview with TOIG [ reported thet he was the Examiner-in-Charge of the OTS
Limited Scope Examination of Huii during Meroh 2010 sald that during that exeminetion
n ous probiematio issues were discoversd with s financial operationa. According to
significent cﬁes with probiem assets, and not edhering to best accounting -

practices. said that benking prectices were considered "Poor.” aid that es
a rasult of his examinetion creaiid e document called & "Supervisory Agreement” which

listed all the major concerns with 8 benking operations. According to he wes not
the author nor did he assist with drafting the agresment.

This Report of investigation le the propernty of the Office of Investigation, Treasury Office of the inspector General,
it contsine sensitive law snforcement information snd its contents may not be reproduced without written
permission in accordence with B U,8.C. ¥ B52. This report ia FOR OFFICIAL USE ONLY and it disclosure to
unauthorized psrsons Is prohiblied.
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he resigned from OTS on July 7, 2010, to pursue esmpioyment wit mpany
named . d said prior to his resignation from OTS, he siii an emeii to

soliciting amployment on June 28, 2010. said that he asked to forward his email
to* for amploymant consideration.

gaid shortiy after he forwearded the esmail to- he was contacted by“
According to he an'dlscussed his empioyment reguest and quickly finalized
his consulting agresment wit etfective on Juiy 7, 2010, ﬂ said as & consuitent for
Hull he eddressad issues reieted to aliowence for ioen iosa and ieass, ciessification of assets,
and troubied debt restructuring. said he wes Instructed o eddress the issues related to
the Supervisory Agresment.

-aaid that approximetely two mopths efter he began consuiting for!ﬂlm and
discussed the possgibiiity of him d aaauming*s position ag CEQ, said
wanted to reduca his roie end responsibility en ought he -would a a good
candidate for the positlon.
said he contacted to discuss the iagaiities of him assuming tha CEO position.
sald tha informad him that it wouid be inappropriate for him to rapres n
atters he was directly involved in as en empioyes with OTS, seid

of OTS on any
informed him thet he wouid be permitted to provide gui e from “behind the scenes”
and not communicate directly with OTS on such mattars. said then expiained the

difference between the post-empioyment restriction bands.

was informed by that OTS wanted to me. 'th-n Noyembaer 14, 2Q11

ed him to be present at that meeting. said that he, an
managemant and the bank’s raejatively low

and*to discuss
capital position, to inciude the assessment of the bank’s capitel pianning procassaes.

said thet during the maeting topics discussed were wide ranging and encompessed aii

aspacta of the bank’s oparations to inciuge aliowance for ioen ioss end lease, cigssification of
assgats, and troubied dabt restructuring. responded to seversl questions hssked
but did not fesi that ha was represantin n front of OTS on Issuas he was directly invoived
in while working for OTS.

tated thet during the mesting did raise the issue that she hed concerns about

him responding to questions dus to the post-employment restrictions; however, sha never asked
aid that he felt that his prasence and responses to questions

him to ieave the meeting. Q
at the meating ware appropri nd he did not violste eny post-empioyment restrictions.
{Exhibit 10} '

This Report of Investigation 1s the property of the Offlce of Investigation, Tressury Office of the Inspector Genersl.
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Raferrai(s)

On June TOIG presented the fects of this investigation to Assistant U.S, Attornay
USA  U.S. Attorney’s Office, Criminal Divislon, District of Maryland AUSA
accepted the casa for criminal prosecution, (Exhibit 11}

On March 19, 2013, AUSA advisad he did not heve snough svidence against-
for continued pursuit of prosecution end closed his case. {Exhibit 12}

Judicial Actlon

N/A

Findings

The investigetion determineg that the ailegation is unsubstantiated. The investigation did not
discover any evidence that iolated the post-empioyment restrictions whan he

participated in the meeting between nd OCC. The U.S. Attorney’s Office, District of
Maryiend, advised there was not snough evidencs agains or continued pursuit of
prosecution and ciosed thair cass,

Based on the findings of our investigstion, it appears that the following pertinent statute(s),
reguistion{s} snd/or policies wera vioiated or couid be appiied to the case:

N/A
Distributlon

Leura L, McAuiliffe, Senior Advisor, OCC,

Signatures

Case Agent:

S [/%204 3

Dete

Jofin L. Phiilips Dhte E‘

This Regort of Investigation Is the propsrty of the Gffica of Investigation, Trsasury Office of ths inspector Genersl,
it contalms semeitive law anforcement Information and s contents may not be reproduced without written
permission in accordance with B U.S.C. § BB2. This raport s FOR OFFICIAL USE ONLY and He dleciozurs to
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Exhiblts
1. Initial OCC referral from Laura McAuliffe, dated January 24, 2012,
2. Memorandum of Activity regarding-s Notification of Personne! Action dated July
29, 2010.
3. Memorandum of Activity regarding the OTS-Report of Examination dated February 8,
2012,
4. Memorandum of Activity, regarding th-Supervisory Agreement dated January 30,
2012.
5. Memorandum of Activity, regarding interview of (NN dated March 9, 2012.
6. Memorandum of Activity, regarding interview of_dated March 9, 2012.
7. Memorandum of Activity, regarding interview of—dated April 18, 2012,
8. Memorandum of Activity, regarding interview of— dated April 18, 2012.
9. Memorandum of Activity, regarding interview of_ dated August 14, 2012,
10. Memorandum of Activity, regarding interview of-dated March 13,
2013,
11. Memorandum of Activity, regarding Case Acceptance, dated July §, 2012,
12, Memorandum of Activity, regarding Case Declination by AUSA, dated March 19, 2013.
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it contains sensitive law enforcement Information and s contants may not be reproduced without written
permission in accordance with B U.8.C. § 562. This report Is FOR OFFICIAL USE ONLY and Its disclosure to

unauthorized persona is prohibited,

DN Faerm - Ol Shugy 20131




Office of the Inspector General
U.S. Department of the Treasury

Report of Investigation a

Case Title:
Examinesr-in-Cherge Case #: OCC-12-0860-(
Office of the Comptrollsr of the
Currency Case Type:  Criminal e
Washington, DC . Admin(strative X

Clvil

investigation Initlated: Februery 22, 2012
Investigation Completed: -  MAY 21 2012

Origin: Anonymous

Conducted by:

Special Agant

Approved by: John L. Phlllips
Special Agent in Charge

Summary

On February 16, 2012, the Department of the Treasury, Office of inspactor Ganeral Offi
lnvestllations {TOIG) recelved an sllegation from an anonymous compleinant alleging ths

Examiner-in-Cherge, was Involved with g potential sthics violation. Specifically,

wife Is an employee of ; thersfore, was prohlbited from
working on elated matters. However, as promoted t stlonal Bank
Exsminer, a position that has Industry-wids policy making suthority. (Exhibit 1)

wa Natlonal Bank Examiner he did not work on any policy matters specific to
and obssrved a recusal approved by OCC's Office of Counsel, hance tak!ng the sppropriate
steps necessary to avoid violating the law.

ii Investigation dstermined th.at the allegation s unsubatantiated. TOIG dstarmined thet while

This Report of investigstion le the property of the Oifice of investigation, Treesury Office of the Inspector
Ganeraf, & containe sensitive law enforcement information and its contents may not be reproduced without
written permigalon In sccordance with § U.8.C. § 552. Thie report i FOR OFFICIAL USE ONLY and its disciosure
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Basis and Soops of the [nvestigation

TQIG received information from an anonymous complainant allegin thaq“i invoived
Ws wife is an employea o therefors, I

with & potential ethics violati
prohibited from working on siated matters. However,

position o%:tfnal Bank Examiner, a position that has Industry-wide pollcy making
authority. Fu re, the complalnant allaged that the QCC falled to folow government
sthios rules and notify TQIG of the potential ethics vicietlon.

The appiicabla sthics violation is 18 U.5.C 208{a)-Acts Affecting & Personal Financisl intarest,
which states “except ea permitted by subsection {b) hereof, whoever, being an officer or
ampioyes of tha executive branch of the United States Government, or of any Independent
agency of the United States, a Federal Reserve bank director, officer, or employes, or an officer
or smployse of the District of Columbia, Including 8 special Govarnmant smployes, participates
personaily and substantlally as a Government officar or employes, through declslon, approval,
disapproval, recommendation, the rendering of advice, investigation.....or othar particular matter
in which, to his knowiedge, he, his spouss, minor child, general partner, organlzation in which
he ls serving as officar, director, trustea, general partner or employes, or any person or
organization with whom he is negotiating or has any arrangement concerning proapective
ampioyment, haa a financial Interest shall be subject to the penalties set forth In sectlon 218 of

thle titie.”

During the course of the investigation, TOIG conducted relevant intarviaws with:
Ethics Counsel, OCC

aminer-In-Charge, OCC

{Acting) Comptroller of the Currency, OCC

ed pertinent documents, Including:

" In addition, TOIG
[ssued by -, former Comptroller of the Currency, OCC

Waiver fo

Emali correspondence
QCC’s Draft Waiver Request for (] edoressed t’
QCC Confidaential Financial Disclosure Report for Filing Year 2004-2010

Investigative Activity

In an Interview with TOIG, fJJiJJfJffstated OCC has o Sacurities Prohibition that states all
employeas may not have stock in banks; however, OCC has the authority to grant weivers. In
addition to fokowling OCC‘s poilcy, OCC is required to consuit with the Office of Government
Ethics {OGE), which states employees can have up to 925,000 in bank interest and obtain an
exemption. Although OCC ususlly Implements the most restrictive poilcy, -mtod thare
are ingtances that the moat restrictlve policy Is not implemented. These Instances may include
a new empioyee with stock in a state chartered bank, inherited stocks, or stock of a spouse.
This Report of investigation ls the property of the Office of vestigetion, Treasury Office of the inspector

Geonerul. it contains ssnsitive law enforcement information and its contents may not be reproduced without
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Prior to bwonﬂng‘ationai Bank Exnmin«,”dhcloud his wife’s stock interest in
which is over $200,000 via OCC Confidential Financial Disclosure Report. tated

a had an OCC waiver and did not think he needed one from OGE. Howaver,

oke with her supervisor, and aof Counssl, OCC, regarding
recusal and waiver. suggested that request ¢ waiver from OGE. In
r 2011 sent a waiver requast to OGE, which was verbaily denied. in October

Septe

2011, (Exhibit 2)

'was reassigned to Examiner-in-Charge of

in an interview with TOIQ, stated thet aince 2004 he has discliosed his wife's
employment with% Including ail financiai interests that sre part of her compensation
package, in his OCC Confidential Finenciai Disclosure Report. has aiways observed a
company-wide recusai from matters. The scope of] 3 racusai was dstermined by
OCC Ethics officiala.

was promotad to ‘aﬂonel Bank Examiner in July 2011, he spoke wit
regarding the scope of his recusal in relation to his new position. it wes detarmined that the

generai policy matters that was working on, although not specific t may fali

within tha scope of ‘s recusal. Aa e result, recused himself from those mattera.
after a meeting and stated that their

in October 2011, approach
interpratation of his recusai may be t. In October 2011, stated thet a

After

coliaborative decislon waa made by Senior Depu
Supervislon, QCC: , Senior Deputy Comptrolier for
upervision, OCC; , 908 puty Comptroiier
National Bank Examiner C: and to remov

and reassign him to Examiner in Charge.

As -Naﬁonal Bank Examiner, was invoived with rulemaking and other activities
related to the Dodd-Frank Weii Street Reform and Consumer Protection Act. The Dodd-Frank

Act created the Financial StabiiFv Oversight Councii {(FSOC) comprised of numerous

governmentai agencies. supported the Acting Comptrolier on FSOC and was the OCC
representative on FSOC utles subcommittes. also represented the OCC before
Congress on matters ralsted to supervision and certain -Erank matters and served on
certain interegency groups as the OCC representative. stated that policies and
communications that went under his signature were largely conceived and daveloped befors he
waa tha ational Bank Examiner. in addition, most of the policies and communications

were jointly issued by OCC, the Federai Res and the Federal Deposit insurance Corporation
Other communications that went out under s name were procedural and not policy
reiated. Other policles were in deveiopment whil waiNational Exsminer, but

ware not finallzed. (Exhibit 3)

This Report of Investigation is the property of the Office of Investigation, Treesury Office of the inspector
General. it contains sensitive law snforcement information and its contents may not be reproduced without
writtsn permission In accordancs with 5'U.8.C, § 551. This report ls FOR OFFICIAL USE ONLY and its dieciosure

to unauthorized persons ls prohibited,




Report of inv,

Case Name:
Case # OCC- B880-i
Page 4 of 8

‘a wife had a senior ievel
was promoted t Natlonei Bank
rve the prevailing guldance of ecusal
matter; discussed during meetings
iesve. OCC decided tha could work on broad policy

matters that may inciud To evoid violatin thics iaws, particuiarly 18 U.S.C
208({a) ought a waiver from the OGE o s behalf. OGE aubsequently denied the

. tated that OGE had a much brosder interpretetion of the confiict of interest law.
ated that OCC then remove rom the posttion. [l informed TOIG that he
was not aware of any policy that worked on during hia tenure as{ijNationai Bank

Examiner that may have been specific to - (Exhibit 4)

in an interviaw with TOIG,
position and financial intarest i
Examiner; howesver, decided that
ha giready had with OCC,
would recuss himse

Referrals
N/A

Judicial Action

N/A

Fndings

Yy
investigation datermihed that the ailegation Is unsubstantiated. TOIG detarmined that while
wa ationai Bank Examiner ha did not work on any policy specific t nd

observed a recusal approved by OCC'’s Office of Counsai, hance taking the appropriata
necessary to avoid violeting the iew

Based on the findings of our investigation, it appears that the foilowing statues or regulations
and/or poilcles were vioiated:

o N/A

Distribution
Laurs McAuliffs, Senior Advisor, OCC

This Report of investigation ls the property of the Office of investigation, Trsssury Office of the Inspector
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' d-/90-72
John L. Phillips Date .
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Exhibits

1. Compliaint Referral from Anonymous Compiainant, dated February 15, 2012,

2. Memorandum of Activity, intarview of (B deted Februery 29, 2012.
3. Memoarandum of Activity, Interview of ([l deted March 15, 2012.

4, Memorandum of Activity, Interview of (Il deted March 20, 2012.
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Report of Investigation
Case Title: F Case #: OCC-12-1028-i
ormer Bank Examinar
{Treasury Employee) Case Type: Criminai X

Administrative _X__
Civil _

investigation Initlatad: March 08, 2012

Conducted by:
Investigation Completed: MAY 2 2 1013 Speciai Agent
Origin: Laura McAuiitfe Approved by: John L. Phiilips
Senior Advisor Special Agent in Charga

Offica of the Comptrolier
of the Currency

Summary
On Merch 05, 2012, —, District Counsel, Offica of the Comptrolier cf the Currancy

{OCC) notified Laura McAuiiffa, Senior Advisor, OCC, that the Bura f Aicohol, Tobacco and
Firearms (BATF) was going to intarview and arrest Bank Examiner, OCC in
connection to a criminsil investigation.

On March 08, 2012, McAuliffe referred tha mattar to tha Treasury Office of inspector General,
Office of investigations (TOIG). {Exhibit 1)

The investigation determined tha ag charged by the BATF for conspiracy to

knowingly and intentionaily receive, possess, transport, seii and distributa contraband
cigarettes. Subaequentl\dlsd guilty and ia awaiting sentencing.

Ths aliegation wss substantiated.

Basis and Scope of the Investigation

During the course of the inveatigation, TOIG conducted reiavant interviews with:
» SRR 5oocia! Agent, ATF

in addition, TOIQ rgviewed partinent documents, inciuding:
o Email from _oforenclng OCC property recovered
This Report of Investigation s the property of the Offics of Investigation, Treasury Office of ths Inspsctor

General. it contains sanaitive law snforcameant Information and its contents may not be reproduced without
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to unauthorized parsons Is prohibited,




Report of invasti
cese ane NRENY
Case # OCC-12-

Page 20of 5
¢ Email from T*mi’aroncinm the initiation to terminate empioysee
¢ Notice of Termineticn Memorandum referencing empioyee Mohammed
investigetive Activity

On Merch 08, 2012, TOIG spoke with [N Seecial Agent wi E in regards to
a compiaint provided by the OCC. The compiaint identified e Bank

Examiner with the OCC as the aubject of @ criminal investigetion. The compieint stetes the
BATF calied to aiert the OCC and TOIG that they intended to interview end arrest

stated he interviewed and anesteFthe morning of Merch 06, 2012.
oid TOIG, rrest aesed upon a federal werrant issued in Tennesses
on November 18, 2 . is charged with Conspiracy to Possess Contrabeand
{cigarettas). The Tennesaee Court cese number is 311-cr-00237 and the BATF case number is

7760560-11-0041,

-told TQIG he recovered OCC property issued to recoverad a ieptop
computer, printer and cradentiais which he retumed to Senior Attorney with

the OCC. {Exhibit 2}

0 h 07, 2012, msent TOIG an emaif confirming he recovered the property issued
to from the BATF. {Exhibit 3)

eg Relations, OCC sent TOIG an
{Exhibit 4)

~ regarding the judicisf
red into a plea agreement on or about

On Aprli 02, 2013, TOIG conduoted investigetion research vi ccess to Court

Eiectronic Records {PACER). PACER research resuita reveai was indicted in United
Stetes District Court for the Middie Diatrict of Tennessee on one count of Title 18 U.S
consplraoy to poasess contreband cigerettes. PACER research results aisc revee
entered a guiity piea for violetion of Title 18 U.S.C, 371, consplracy to knowingly and
intentionaliy recsive, possess, trensport, sell and distribute contraband cigarsttes. {Exhibit 5)

On March 09, 2012,— Director of Lebor a
email end attachment ragerding the terminetion of

On April 01, 2013, TOIG contacted BATF, Special Agent

stotus of*-told TOIG,—ente

March 28, 2013.

Refarrals

N/A

This Report of Investigation ls the property of the Office of investigation, Tressury Office of the Inspector
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Judicial Action

N/A

Findings

Based on the findings of our Investigation, It appasars that the following partinent statute(s),
regulation{s) and/or policy(ies) wera vioisted or could ba applied to the cases:
e 5 CFR 2835.101 - Baalc obligation of Publlc Service

Distribution

Laure McAuliffe
Senlor Advisor
Office of tha Comptrolier of the Currency
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Signatures

Case Age

05 /070/3&/3

/ Datéd

Special Agent

Superylsor:
}i—’ " J:/ 2/ /72

J?ﬁﬁ L. Phillips, Speclal Agant in Charge Dite
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Exhiblits

1. Refarral emal from Leura McAullffe, dated March 06, 2012 with attached memorandum
from Coresn Arnold. .

2. Memorandum of Activity, Racord/Information Obtalned, activity date March 06, 2012,

3. emall o\ NNENEIR:- 701G, deted March 07, 2012.

4. Email fro to TOIG, dated March 09, 2012 with attached memorandum
refarancing th erminstion,

8. Memorandum of Actlvity, Record/Information Obtelnad, activity date Aprii 01, 2013.
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Office of the Inspector General
U.S. Department of the Treasury

Report of Investigation

Case Titia: Ceaese #: OCC-13-0739-|

National Bank Examiner
Office of tha Comptroller of the

Currency Case Type: Criminat X

Administrative
Civil
Investigation initlated: February 12, 2013

Conducted by:

investigetion Completed: JUL 017113 Special Agent

Origin: Office of the Comptroller of the Approved by: John L. Phillips
Currency Spacial Agent in Charge

Summary

On February 11, 2013, the US Department of Treasury, Office of inspector General (TOIG), was

notified by the Office of the Comptroller of the Currency (OCC) that National Bank Examiner
{NBE) had potentially violated the Hatch Act and failed to properly disclose outside

activities/potential conflicts of interegt on his Confidential Financial Disclosure Report. This
referral was generated as a result of* testimony for the defense in the federal

corruption triat of former Detroit Mayor Kwame Kilpatrick.

TOIG's investigation confirmed that served as a member of the Board of Directors of
the Kilpatri ivic Fund beginning in and continuing through the Fund's dissolution in
2008. not report his participation untit 2008, when his supervisor requested that he

report it. xplained that he considered his membership on the Board, which did not

inglude fund disbursement authority, as political activity and thersefore not reportable. No
evidence was uncovered to support the allegation that violated the Hatch Act or

violated the law by wiring his personat funds to Kiipatrick.

Hstated that at no time did Kilpatrick or anyone associated with him ask that he utilize
is position in the OCC to influence a bank or financial institution.
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Basis and Scope of the Investigation

On February 11, 2013, TOIG was notified by the OCC that NBE (Il had potentialy
viciated thae Hatch Act and failed to properly disclose outside activities/potential conflicts of
interest on his OCC Confidentiai Financiai Disclosure Report. This referral was generated as a
resuft oq testimony for the defense in the federal corruption trial of former Dstroit
Mayor Kwame Riipatrick. (Exhibit 1}

During the course of the investigation, TOIG conducted relevant interviews with:

- YWD occ NsBE

During the course of the invastigation, TOIG reviewed the foliowing pertinent evidence:

Confidential Financial Disciosure Forms from 2002 - 2013.
. 8 testimony at the federai corruption trial Kwame Kiipatrick.

¢ Publicly information pertaining to

Investigative Activity

During the course of investigating background, TOIG leamned that in 2002 (Ilhed
formed a corporation, the Inc. which was dissolved in 2006. No information
was located pertaining to allegations of government empioyess campaigning for Kwame
Kilpatrick, {Exhibit 2}

TOIG revhwedFs ethics fiie, which inciuded QCC Confidentisl Financlal Disciosure
Reporta from 2 through 2013, Per Laura MoAuiiffe (OCC Senior Advisor - OIG/GAO

Lialson}, ethlos files prior to 2002 are not retained.

The Confidential Financlei Disciosure Reports contain a certification statement signed by—
which states, In part, that the responses on the form are trus and complete to the best of his
knowiedge and belief and that he acknowledges that providing "incompiete, false or inaccurate
Information® could resutt In disciplinary action inciuding removal from his position.

Each form included a Part 4: Outside Employment or Business Activity which asked the
quastion: Are you employed (apart from your OCC employment)} or enga in any other
compensated or non-compenaatad business activity?” On every form, nawered *“NO.“

Each form aiso included a Part 5: Other Conflicts of Interast which reads in part: in the space
below, list any other financial interests, relationships, or other circumstances that you believe
could create a conflict of intereat or the appearance of a confllct of interest with the
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parformance of your OCC dutles. -ﬂd not liat anything on any form In responsa to this
question,

athlcs file was an emall string from—on November 18, 2008 to
copy ngF with the subject: *Disclosure form.” That emall states
atteched a disclosure form that *you” (apparently the racipient of the emall
reguest fill out. The emall string contlnues with an email on November 30,
stating: "Discussed with on Wednasday. He has ceased all
Involvernent an eves the iroup has ceaaed operations.” The flnal amali is on November 30,

2008 from to and gtates: “Qk, I'li add the form to hls athlcs fila. NO further
action is nasded.

NOTE: _ Is-s supervisor and- Is his ethics officer.

The next document is e “REQUEST FOR APPROVAL: OUTSIDE EMPLOYMENT AND 8USINESS
AcTIVITIES” which ] fited out with the following information:

3) What Outside Employment Or Business Activity Do You Propase To In? {lnclude name of
employer or businass, titla of poasition, and description of dutles.) oard member for a
civio organization In Datrolt cailed the Kllpatrick Clvic Fund. |t waa an unpald position for an
organization that was to support groups that the llvas of Detroit citizens

4) Does This Activity Create A Conflict Or Potential Conflict With Yow OCC Work, A Potential For
Disciosure Of Nonpublic OCC information, Or A Potential Interference With The Effective Performance
Of Your Official Duties? Pleasa Explain. No this actlvity would not pose a conflict or potentlal
confllct with my OCC dutles. | hava not been involved in any of the financlal decialons of the
organization it does not borrow money from financisl institutiona and thera is no potential of

disclogure of nonpubilc information.

5) Ars There Actions You Could Take To Reduce Or Himinate Any Ethics Concerns Raleed By This
Proposal? if Yes, Explain. | was Involved in the organlzation in the past but it has been declded
to atop activities and will no longer functlon so thers will be no potantlal future confllcts of

Interest.

The document contained a section for the employes to sign and the supervisor and aethlcs officlal
to review. All of thess sectlons were left blank and undated. (Exhibita 3 & 4)

TOIG reviewed testimony during the feders! corruption trial of Kwame Kilpatrick
during which stified that he had known Kiliatrick for many years, since thelr days In

high achool and described himself as a good friend, stated that he assisted with
Klipatrick’a two cempalgns for mayor of Datroit by “knocking on doors, those kinds of things.”
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Hs recalled that the Kllpatrick Clvic Fund waa to separate Kllpatrick’a civic activities from
is political endeavors and that he wes Involved with the Kllpatrick Clvic Fund from 2001 -

2008 by attendi ard of Director’s mesetings, usually once a year. His fellow Board members
Included \ F Kwama Kllpatrick end his m
i rasigned from the Board of

Fwaa then aska was sware that Kwama Kllpatrick ha
rectors of the Kilpatrick Clvie Fund in 2001, eplled that ha wasn’t aware of any
officlal resignation, but that Klipatrick’s presenca at Kilpatrick Civic Fund meetings became

*ocesual,” not officlal.

estified that he weas unaware of the Kilpatrick Fund Articles of Incorporation and aftar
prompting, recalled that an attomaey, attendad Kilpatrick Clvic Fund board
meatings, to “make sure we followed whatever rules needed to be followed.”

The questioning then moved to ‘a attendance at Kllpatrick’s wedding, where he gava
Klipatrick a monatary glft, as was requested on Kilpatrick’s wadding invitation.

s attantion waa directed to Kilpatrick Civic Fund board meesting In tha dining room of
the Mancoglan Mansion {the official residence of tha mayor of Detroit) in 2008 which he

attended as a member of the Board of Directors, recailied that Kilpatrick’
called the meeting and wes present, In additlon to himae ,F, and
Kwame Klipatrick came In at the beginning of tha meesting, to inform the group that he was

lagying {or had left} office and waa moving out of the area. Aftar Kwame laft the meating,
suggested that the Kil ick Clvic Fund support Kwame financially and according to
, the attomay, , did not object to the suggestion.

in a sidebar discuasion, Aaslstant United States Attorney (AUSA) -raquaatod .
permliasion to Mk*&bout two wire transfers for 4899 he aent to Kilpatrick in Novembar.

The judge disallow @ question,

AUSA then aakad—if he knew who controlled the checkbook for the Klipatrick
Clvio Fund and if he approved any checks from 2002 - 2007. -eplied that at no time
did he “diract, order, have say on how monies wera apent.”

qvu then asked If he waa awara of that as a 501{c)(4) charitable organization, the
Klipatrick Civic Fund was not to be used to benefit an Individual and replied that he F
waa "unaware of any tax code rules for any kind of corporation.* AUSA isted &

number of speclfic expenses thet the Klipatrick Civio Fund pald for, end In sach casa

stated he did not parsonally approve of the expense.

AUSA qhen showed document filed by the Kiipatrick Civle Foundation with

the Internal Ravenue Service on July 7, 2009 that listed and was signed bv-s
second vica chair. -han read the foliowlng: "Upon dissolution, any assets remaining
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after fuii and compiate payment to debtor ahaii be donated to a 501(c)(4} organization with s
similar purpose by masjority vote of the board of directors.” (Exhibit 5)

TOIG Interviewe!who described his relationship with former Detroit mayor Kweme
Kiipatrick ss that of close peraonal frlands sinca high school, aithough he acknowiedged that

cnce Kiipatrick became mayor he saw iass of him.

—servod on the Board of Directors for the Kilpatrick Civic Fund, but did not have chack
writing privileges nor was: he invoived in the disbursement of funds. id not know who

sctueily controlied the Fund’s finances, but apecuieted that thei weres controliad by Fund board

members who worked for Kiipatrick in tha meyor’s office. xpiained that tha board met
approximately once a year and that a lawyer wes presant at those meetings to ansure that

matters wera handled properly.

Ftatoﬂ that he did not raport his participation on the Kilpatrick Clvic Fund's board
ause he felt it waa political sctivity and therefore was not required to be reported. He did

report his participation in 2008 at the requeat of hig supervisor. When asked sbout his activitiea
supporting Kiipatrick’s mayoral campaigns, Eﬂt&tﬁd that he did knock on doors and ask

antity himsaif as a federal or OCC empioyes.

ls to vots for Kilpatrick, but at no tima
ﬁatated that at no time did Kiipatrick or anyone associated with him ask that he utilize
8 position in the OCC to infiuence a bank or financlal institution.

and his father used their personai funds to send monay to Kiipatriok when he
(Kiipatrick) cailied to ask for money. (Exhibit 8}

Rafarrals

TOIG refaerred the invastigation to the United States Attorney’s Office for the Eaatern Diatrict of
Michigan. AUSA tated that id not face any criminal axpoaure for either his
testimony or his roie on Kilpatrick Civic Fund board of dlractors. The only issus AUSA
identiftad was s recoilactlon of ths final Kilpatrick Civic Fund meeting in 2008,
during which th ard of directors authorized a paymant to defer Kwame Kiipatrick’s moving
expenses. estifled that he racaited (Kwame’ made the
propossi to pay Kwame’s moving axpenses, stated there was resson to
beliava that Kwame made the suggestion. Ultimately, AUSA feit that discrepancy waa

not material.

Regarding tha monay orders -wirod to Kllpatrick, AUSA stated that these were
not mads with Kilpatrick Civic Fund funds and that since they involv 's personal funda

they waera not lilegal.
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AUSA Il hed no knowledge of any Hatch Act violations by Rayford.

Based on AUSA’'s ' ¢ comments, this interview was considered to be a declination unless
the investigation uncovered additional information. {Exhibit 7)

Judiclal Actlon

The United States Attorney’s Office for the Eastern District of Michigan declined to accept the
case for prosecution, {Exhibit 7)

Findings

TOIG s investigation confirmed that -erved as a member of the Board of Directors of
ivic Fund beginning in 2001 and continuing through the Fund’s dissolution in

the Kil i
2008, did not report his participation until 2008, when his supervisor requested that he
report it. explained that he considered his membership on the Board, which did not

include fund disbursement authority, as political activity and therefore not reportable. No
evidence was uncovered to support the allegation thatbiolated the Hatch Act or

violated the law by wiring his personal funds to Kilpatrick.

tated that at no time did Kilpatrick or anyone associated with him ask that he utilize
his position in the OCC to influence a bank or financial institution.

Diatribution

Laura McAuliffe, Senior Advisor, OCC

Signatures

Case Agent:

gé?ﬂ J13

John L. Phillips Date
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Exhibits

. OCC Referral Memorandum, dated February 10, 2013.

—

2. Memorandum of Activity, Background Investigation, dated April 2, 2013.

3. Memorandum of Activity, Ethics File Review 2002 - 2007, dated March 27, 2013,
4. Memoranduh of Activity, Ethics File Review 2008 - 2013, dated March 14, 2013.
5. Memorandum of Activity, Trial Testimony Review, dated March 28, 2013.

6. Memorandum of Activity, Interview of — dated April 17, 2013.

7. Memorandum of Activity, Interview of AUA-dated April 5, 2013.
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Summary
On Aprli 21, 2013, the US Department of Treasury, Offica of Inspector General, Office of

investigations {TOIG) racelved an anonymous compiaint regarding . formar%
Office of the Comptroiler of the Currency ( )
owning securities in the Corporation In violstion of federal athics

regulations end lews (18 USC 208). (Exhlbit 1)

Tha investigation determinad that the allegations are substantiated. id own securities
in the Corporation and should have signed a recusal per OCC ethica ragulations. She should

also have slgned 8 recusal for National Bank because she owned shares of tock.
gl because of the apital Retail Bank, and the Corporation, fo
ational Bank, are listed ss commarclal hoiding companies, but n r of these organizations

wasg considered a conflict of interest to OCC employeas until July 2011, when the OCC besgsn
its oversight of them. Prior to that dete, the Office of Thrift Supervislon (0TS} had oversight
over them. sold the sscurities In March and Aprii 2012, and listed the divesture in her

Qffice of Government Ethics (OGE} Form 278 "Exscutive Brench Personnel Public Financisl
Disclosure Report.”

The ownership of nelther was an sthics Issus per OGE reguistions becauss the securities
consisted of lass than $ 18,000 sach in atockI and $60,000-$100,000. i d which

was part of a discretionary trust msnaged by nk, raceived by after h
died. According to tha OGE, a Federal employ nly required to list the securities wi
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discretionary trust on his/her OGE Form 278 if he/she receives a distribution from the trust.

Fdid receiva distributiona and did ilst them on her OGE Form 278. ”:hen soid
tha securities in March and Aprii 2012, and iisted the divesture on her OGE Form 42/8.

Although there wera no ethica violatlons per OGE regulations, thare ware ethics vioiations per
QOCC’s ethics regulations. According to OCC ethics ruies, an empioyee who owns the
eforementioned securities, shouid obtain e recusal for particuiar matters ragarding the finsnciel
institution, if the employee owns $20,000 or more in securities in one institution, tha ampioyees
shouid contact his/her ethics officiai and obtain an expanded racusal. Because th nd was
grester than 620,000, should aiso hava sought advica from her athics offtotal and
signed a recusail for matters involving apital Retail Bank. She should have siso obtained a
recusal for perticular matters invoiving Nationaf Bank.Fliatad these securitiss on
her 2011 form dated Juna 12, 2012, as required, but naver obtained recusais.

Ethics Counsel, OCC, suggasted a recuaal for in June 2012, once she raviewad
OGE Form 278, but s recusal was nesver signed becausa had soid the securities in
March and April 2012. it is unciaar when became aware that the discrationary trust
heid securities in Corporation and . it appears tha ovarsaw no enforcement
actlivities on eithar organizatlon, but records indicate that ahe waa aware in Januery 2012, of a

targe marger batween{ACapitai Retell Bank andq Bank. l’\h.ht::augh-| should hava
recused hersalf of any roie | Capitsi Rataii Bank, sha sold her saourities in this institution

bafore tha merger and poasible financiai gain for

' aforementioned OGE forms ware raviewad by sthics officiais at the OCC and Treasury,
and no conflicts of interest wera noted. An OGE official was also contacted and statad thet
Treasury’s ethics program is reviewed periodiceily, and alwaya performs weil. Tha case was
presented to the US Department of Justice, Public integrity Section, and declined.

Basis and Scope of the Investigation

TOIG recaived an aliegetion from an enonymoua complainant that , former,
QCC owned securities in t
Corporation in violation of Tederal athi ations and laws (18 USC 208]).

During tha courae of the investigation, TOiG,cchted reiavant interviews with:

Ethice Counael, OCC
Senior Deputy Comptrolier and— ocC
Generai Counsel for Ethica, Treasury
thice Program Specialist, Treasury
esk Officer, Office of Governmant Ethics
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During the course of the Investigation, TOIG reviewed the following pertinent documents:

¢ Offlce of Government Ethics (OGE) Forms 278 “Executive Branch Personnel Public

Financisl Disclosure Report”
e A Comptroller of the Currency Form CC-6026-03 “OCC Confidential Finanolal Disclosure

report for Employess of tha Offioe of the Comptrolier of the Currency” signad and
dated by on May 1, 2012 and n July 16, 2012.
¢ Memorandum entitied “Ethics Update-Revised Ethics Bullstin on Bank Sacuritles

Prohlbitlon” dated August 13, 2012.
* Memorandum from Thomas Curry, Comptroller, antitied _ Retiremant from

the OCC” dated August 12, 2012.
¢ Memoranda from *, Deputy Comptroiier for Licensing, OCC, to-

entitled “Licansing Notes™ from January 2012,

Investigative Actlvity
TOIG obtained and raviewed the following documents provided by the OCC:

An OGE Form 278 “Executive Branch Personnel Publlc Financial Disclosure Report” signed and
dated by on Juns 12, 2012. The form showed tha following securitlas with financial
Institutions owned by Willlamas:

- joint interest checking valuation 81,001 - $15,000

- insured joint money market 81,001-815,000

- Insured money market 81,001-815,000

~ Insured monay market 81,001-815,000

— money market account $250,000-8500,000

— Trust - $500,000-81M

credit card

ank credit card
- corporate bond - $560,000-8100,000

Co - corporate bond - $60,000-8100,000
Co - stock- §1,001-415
orporation atock National Bank) - $1,001-415,000

The reccrd afso reflected that she received some dividends from th

2011 in the amount of $1,001 - $2,500. She received dividends fr Horporatlon
stock on Saptember 12, 2011 (iess then 3200} and on December 12 201 n %200}

An OGE Form 278 "Executive Branch Parsonnel Public Financial Disclosure Report” signed and
dated bv on Fabruary 11, 2013, The form also appears to be sign
ram Speclalist, Treasury, on April 1, 2013, and
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General Counsel, Treesury, on April 15, 2013. The form listed the seme securities as
tie previous OGE Form 278, but also reflected the following transactions:

Co — trede 4/3/12 settie 4/9/12 - $60,001-$100,000
Co — trade 3/156/12 settie 3/20/12 - $1,001 - $15,000
Corporetion- trade 4/3/12 settle 4/9/12 $1,001 - $15,000

A Comptrollar of the Currency Form CC-6026-03 “OCC Confidential Financial Disclosure report
ered Employees of the Office of the Comptroller of the Currency” signed end dated by
w on Mey 1, 2012 and Dickey on July 16, 2012, The form requests information on
ownership of securities in banks or savings asgociations and responds with @ “no.”
Under “Conflicts of Interest,“- Iists-Corporation ~ ¢common stock and
Corporation - bond. She also writes that these two items were held by a trust and sold in

2012,

The documents elso contained geveral ethics e-meils. One such e-mail was fro
Senior Deputy Comptrolier andh, to “all OCC empioyees” subject “Ethics Update -

Raviged Ethics Bulletin on Bank Securities Prohibition” dated August 13, 2012, The bulletin
reads, in part; “If the velue of the employee’s securities interest in any single bank, savings
asgociation or affiliate {including a commercial holding compeny that owns a bank or a savings
association) approaches $20,000 or.if the aggregete vaiue of the employee’s securitiea in
multiple benks, savings associations or effiliates {including commercial holding compenles)
epproaches $45,000, the employee must contact an ethics officer to obtein guidance on the
scope of his recusel. Since edditionel restrictions from the Office of Government Ethics apply
when an employee holds securities in excess of $25,000, of any one bank or sevings
association or affiliate, including 8 commercial hoiding company, or more than $50,000 of
securities in such entities in the aggregate, the employee would nead to observe an expanded
recusal thet would generally preciude the employae from participating in the devefopment of

benking industry policies, regulations, or legislation.”
Thomas Curry, Comptroiler of the
d’ retirement from the OCC”

Ethics Counsel, OCC. stated that (i wes her
indirect superviaor, irect supervisor is , Director for Administrative end
internal Law. One of s respongibilities is reviewing the Office of Government Ethics
(OGE} Form 278 “Executive Branch Personnel Public Financial Disclosure Report” which is due
yearly on May 15th for certain employees (for OCC, it is employees in bands 8 and 9.}
examines the form for types of securities owned and the amounts owned to make certain ther
is no conflict of interest per the OGE regulations. Inq's case, her forms would have been
reviewed b and then sent to the Ethics Office within the Office of General Counsel at
the Department © reasury.d explained that the OGE Form 278 for the Comptrolier and
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the Chlef Counsel are sent to Treaaury for sdditional review because of their rank within the
0CcC.

stated that- did iist severai securitias involving financlal institutions on her 2011
and 2012 OGE Form 278a. The forms list saveral {JJJJJj money markat accounts, a
trust and monay market, aﬁompany corporate bond an stock valuad st “%1,001 -
$15,000. iy oxplainad that checking accounts, savings accounts, money markets, and
bonds normaily hava no confiict of interest. Stocks, howevar, are an equity Interest where a

change In tha organization can directly affect the stock’s vaiue. Tharoforel an ‘rivldual is

normally limited In tha emount he/she can own In an indlviduai stock. In s case, 8

owned less than $15,000 In‘ stock so that was not an isaue. Har stock | and
wera also of [eas importancs becauae thay ware stocka within a discretionarv trust sha was

bequesthad from her mother.

‘a 2011 OGE Form 278 which listed the [arge bond, and stocks |
en an e-mali recommending a recusal fo Capital Retail Ban
Nationa Ban recusal would simply be a precsution to prevent parcetved
conﬂicta it was not a requirement because both stocks wera listed undar $15,000 and the
bond was part of a dlacretionary trust. reaponded thet the irust had sold thase
securities. She aiso stated that ahe hed informed a rapresentative of the trust not to purchase
securlties in any financial institutions. -atatod that a recusal was not written beacause the

securitias had bean sold, (Exhibit 3)

After reviewln
and

TOIG intarvlewad-, Senior Deputy Comptrolier and F, OCC. He stated
that he has been employed with the OCC since May 2012. He was previously with the Federal

Dapoait Insurance Corporation and Verizon Wireless,

Pﬂad no knowledga of— owning securities ir-:apital Retail Bank or any other
inanclal institution. dded tha* wouid not have been invoived in ths “day to day
involvement”™ with any rinancial institution. She would have only besn involved in enforcement

matters. Ha wes not aweare of any enforcemsnt mattars involving-Capltal Retail Bank In

2011 or 2012,

TOIG questio arding 8 memorandum In his nama antitled “Ethics Update-Revisad
Ethics Bulietin on Bank Securities Prohibition” dated August 13, 2012. He atated that ha is a
member of several subcommittees at the OCC. One is the Human Capitai Subcommittes.
Members of that subcommittee ressarched and wrota the mamorandum. He believes the first
draft was brought before the subcommittee in Juns 2012. He stated that the memo was
drafted to remind empioyees of the sthics regulations per the OGE. He belisvas the timing wes
also bacausa it was the one year anniversary of OCC acquiring many Office of Thrift Supervision
employees, stated that he also assisted with the drafting of the memorandum from
Thomes Curry, Comptroller, entitled —" Reatirament from the OCC.” The fact that
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both mamos were released to OCC staff the same day {August 13, 2012) was simply a
coincidence. {Exhibit 4)

A ‘s Note: ior Advisor, wes contacted regarding enforcement sctivities
foﬂCapnal Retail Bank and ationei Bank. There wers no enforcement sctivities for

arthar Institution in 2011 or 2012,

TOIG interviewed— Generai Counsel for Ethics, Treasury.
Horton stated that she and her office are responaibie for reviewing ethics matters for Tressury
employees, to inciude reviewing the OGE Form 278 “Executive Branch Personnsi Pubiic
Financiei Disciosure Report” which is due yearly on May 15th for certain empioyees {(normai
grades GS 16 and higher, or anyone designeted by the OGE, or the specific agency.)

and her office eiso review theas forms for the senior menagement of the OCC, to in¢clude

The reviewers examine the form for typas of securities owned and the unts
owned to make certein thers is no confiict of intersst per the OGE reguliations. in s

casga, her forms wouid have hean reviewed by , and then sent to ‘s office where

and , Ethics Program Specieiist, wouid eiso review.
T70iG and [} then discussed the OGE Form 278s compieted by for 2011 and
2012. The forms list several money merket accounts, a trust end money markaet,
a -Companv corporate bond an stock vaiued at 81,001 - $15,000." (i stated that

although_was required to list the aforementioned securities, owning these wes not e
conflict of interest per OGE standards. Sha expieined that checking accounts, savings
accounts, and moneay markeats have no conflict of interest and are insured by the Federai Deposit
insurance Corporation. Bonds are a debt hoiding or obligation. An individuat would have to

own so much that tha individuei’'s bonds oould somehow effect the compeny. Stocks,

howevar, ere an aquity interest where a change in the organization cen directly affect the
stock’s value, Therefore, an individual is normaiiy fimited in the amount he/she can own in an
individuai stock. in s case, she owned iess than $15,000 in so that was not en

issue. aiso added thatq owned this stock for a very short pariod. pitai
Retsii Ban I undar the oversight of the OQCC after the OTS merged into the OCC in July

2011. She H also belisved through conversations with an , thet
ed this stock, as wail as other securities, efter the th of har mother.

sold the W securities in 2012, eccording to the 2012 form. later resigned from the
QOCC, in approximetely December 2012,

-1 stated that she saw nothing on-s financial disciosure that was a confiict of
int or OGE reguietions. if she had, she wouid have contactad o speak with

ragarding a recusal for oversight on organizations with the perceived conflict of
interest. {Exhibit 5)
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T0IG Interviewed | cthics Progrem Speclallst, Treasury. qstatad
that sha and her office are responslble for reviewIng ethics matters for Treasury amployees, to

inciude raviewing the OGE Form 278. performs a technicai reviaw on these forms
which she described as @ “line by Line” review of all of the securitles listed for securities that

would violate QGE’s confilct of interest regulations. Sha then signs the form as the first

reviewar andeould be the final signar. Thasa forms are malntained by her office for six
yoears per QGE regulations, and are available to the publlc.

‘s financial disclosure forms that wes & conflict

_stated that she saw nothing on Y
of interest par OGE regulations. if she had, she wouid have Informed . -dou
not speak with the empioyees directly becauss she is not an attorney and will not give advice

regarding recusals or divestures. added tha! has a lengthy background In
tedaral ethics and would not have certi * forms had there basn any conflict of

Interast. {(Exhiblt 8)

TQIG telephonically lntewlewem, Desk Officer, Office of Government Ethics
(QGE). q:stoted that the orm ls due yearty on May 15th for certaln employees
{normaily grades GS 15 end highar, or anyone designated by the OGE, or the spacific agancy.)
The agancy sthics personnel reviaw the form end consult with the agency empioyess whether
divestura of recusals are necessary for any of tha hoidings listed on the form. OGE onily reviews
the forms for employses that are presidentially selected and senate conflrmad. QGE wlli also
raview forms at the request of an agency, |f the agancy ethics personnai heve any questions or
. concerns. GND statad that Traesury ls one of the agancies that he "services” by answarlng

questions and providing assistance, if needed. Ha stated that he often spasks with and
helisves sha and her staff ere very compatant with thelr progrem and the federal ethics
regulations. sdded that hls offlce performs periodic program reviews of agancy ethics
offices, end Treasury performs weli. Ha ballaves Treasury was lest raviewed in 2011.

{Exhibit 7)

The anonymous whistieblower provided additional documents to the TOIG. The one

memaorendum |s fromm Deputy Comptroller for Licensing, OCC to
the subject "Licensing Notes™ 18 dated January 13, 2012. Thes documant discusses

Incorporated. Specificaliy, the memo contains the foliowing:

wlth

Bank and
Bank, NA Is pianning to fila @ 5.53 Change In Assat Composition application
this wesk. At the and of 2010, the bank announced the saie of $7.5 bllilon In deposits toh

Capital with the remeining 33 billion in deposits to be trensferrad out of tha bank within 6
months...”

to
and that it will

Thi whistleblower eiso provided 8 memorendum dated Jenuery 27, 2012, fro
Capital Rateil Bank.

with the subject "Licensing Notes.” One paragreph discusses
“change the composition of ali of its assats,” but does not mention the
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Both documants oontain hendwritten notes which the whistleblower ciaims belong to-
{(Exhibit 8}

TOIG reviewed stock sharas from th orporation wabsite. On Juna 15, 2011, the
timaframa when owned the Corporation stock end bond, and when tha OCC wouid

have bagun the oversight o apitai Retaii Bank, the stock was worth $18.39 per shara,
old her stock shares on March 15, 2012, and the vaiua was $20.16 per shara. She
sold he ond on Aprli 3, 2012, at the value of $19.96 per share.

-.‘apitll Retail Bank was to acquire asseta from- Bank In June 2012. On June 1,

2012 hares were vaiued at $18.64, On July 3, 2012, thay wera valued at $20.43.
{Exhibit 9}

Refeirals

TOIG presanted the casa tP Attorney, US Department of Justice {DQJ), Pubiic
integrity Section (PiS}, and the case was deciined. {Exhibit 10}

Judicial Action

N/A

Findings

The invagtigation determined that tha aliegations are substantiated. -did own sscurities
inth orporetion and should heve signed e recusal per OCC ethics regulations. She shouid

also have signed a recusal for Netionai Bank because she owned shares of stook.
becauss of tha Capital Retall Bank, snd the Corporation, for
ational Bank, are listed as commerciai holding companies, but nerther of these organizations

was considared a confiict of interest to OCC empioyees untii July 2011, when the QCC began
its oversight of tham. Prior to that data, the OTS had ovarsight over them.

According to QCC ethica rulss, an empioyse who owns the eforementioned sacuritiss, should
obtain a recusal for particuiar matters regarding the financiai institution. if tha ampioyes owns
$20,000 or more in securities In one institution, the oyee shouid oontact his/her ethics
official and obtain an expsnded recusal. Because Lrnaond was greater than $20,000,
should also have sought advice from her sthics official and signed a racusal for matters
involvin Capital Retall Bank. She should have aiso obtainad a recusai for particular matters
involving Netiona! Bank. (i} iisted these securitias on her 2011 form dated June 12,

2012, as required, but never obtained recusais. m suggested a recusal for an June
2012, once she reviewed QI OGE Form 273, but a recusai was never signed because

This Report of investigation is the proparty of the Office of Investigation, Tressury Office of the inspector
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qhad sold the securities in March and April 2012. It is unclear when bacame
aware that the discretionsry trust held securities Ir-Corporatlon and . [t appears thst

oversaw no enforcement activities on either organization, but records ind

was sware in January 2012, of a large marger hetween

that she
Capitel Retail Bank an:h
Bank. Ahhough*ehould hava recused herself of any role In-Capitai Retaii Bank, she
soid her securities in this institution before the merger and possible financial gain fo-

q' aforamentionad forms were reviawed by athics officials at the OCC and Treasury, and
no conflicts of interaat were notad. An OGE offiolsl was also oontacted and ststed that
Tressury’s ethics program is reviewed periodicaily, and siways performe weli,

Distribution

Laura McAuiitfe, Senior Advisor, Office of the Comptroiier of the Currency

Signatures

é{ff{/]

Data

&L
Date
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Exhibits

4,

5.

. Anonymous complaint, dated Aprii 21, 2013.

Memorandum of Activity, Review of documents, dated May 13, 2013.

Memorandum of Activity, Interview of _(, Ethics Counsel, OCC, dated May
16, 2013.

. Senior Deputy Comptroller and .1

R G-

Memorandum of Activity, Interview of

W OcCC dated May 30, 2013.

Memorandum of Activity, interview o
Counssel for Ethics, Treasury, dated May 15, 2013.

. Memorandum of Activity, Interview of— Ethics Program Specialist,

Treasury, dated May 15, 2013.

Memorandum of Activity, Interview of

. _ Desk Officer, Office of
Government Ethics, dated May 28, 20743,

Memorandum of Activity, record review of memoranda provided by whistieblower, dated
Juns 4, 2013.

. Memorandum of Activity, record review of—: stock data, dated June 8,

2013,

10.Memorandum of Activity, declination of case by the US Department of Justice, Public

Integrity Section, dated June 6, 2013,
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Office of Insﬁector General
U.S. Department of the Treasury

Report of Investigation

Cass Thtle: Henry McCasiin, JR Case #: BANK-10-2228-i
{Former Bank President) First :
National Bank, Rosedale, MS Case Type: Criminal X
Case Type; Administrative
Civil o

Investigation Initlated: Junei14, 2010

Conducted by:
Investigation Completed: = OOT 2 2 2012 Special Agent

Origin: Benk Failure Initiative Approved by: John L. Phillips
Special Agent in Charge

Summary

On June 14, 2010, the U.S, Department of the Treasury, Office of Inspector General, Office of
Investigations {TOIG), initiated this investigation as part of TOIG’s bank failure initiative. The
investigation was worked jointly with the Federal Deposit Insurance Corporation (FDIC) OIG and
the Federal Bureau of Investigations (FBI}. Specifically, due to inappropriate underwriting and
cradit administration practices for its agriculture loang, The Office of the Comptrolier of the
Currency (OCC) closed First National Bank (FNB) located in Rosedale, MS and appointed FDIC as
receiver on June 4, 2010. FDIC QIG discovered that Henry McCaslin, JR, {former} FNB
President, allegedly embezzled bank funds to pay personaf expanses, and misled regulators by
not revealing the true financial status of bank loans.

The investigation determined that the allegation was substantiated. McCaslin pled guilty to one
count of 18 USC 656 - Embezzlement, in the U.S, District Court, Northern District of
Mississippi. McCaslin was sentenced to 83 months incarceration; five years supervised release,
ordered to pay restitution of $1,530,000, and ordered to pay a special assessment of $100.

This Report of Inveatigation is the property of the Offlca of Investigation, Treasury Office of the Inspector General.
It containa aensitive law enforcement informatlon and Jts contents may not be reproduced without written
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Basis and Scope of the Investigetion

in 2008, the number of failed finenciai institutions ecross the country graw drasmeticaiiy and
threatened our nation’s financiei system. in 2009, in an effort to strengthen and protect the
nation's financlel system, the Office of Investigations opened a number of investigations
specificaily tergeting frauduient activities affecting the nation's banks. Working jointiy in most
cesas with the FDIC O!G, the Federai Resarve Boerd OIG, the United Stetes Secret Service, and
the FBI, these investigations spacifically invoive the obstruction of OCC’s financial institution

axaminations.

During tha course of the investigation, TOIG conducted relevant interviews with:
. Administrator OCC

Non-Employes

on-Empioyee

Non-empioyee

Non-employee

. & & o

in addition, TOIG reviewed pertinent documents, inciuding:
¢ Horne Report of Forensic Exeminetion of First Netionai Bank of Rosadaie deted Februery

28, 2010.

investigetive Actlvity

in an intervieaw with TQIG, FDIC, end the FBI, ‘xplained thet he first became invoived with
the FNB during a bank exemination in epproximately September 2009, -sald that during
thet exeminetion OCC beceme aware thet the benk was paying for unusual expsnses which
included cake baking and saleries for individuels whosa dutles were not cleariy defined,
McCeslin had been accused of steeiing customer funds under the guise of ioan fees. -aaid
the complaint was made by McCaslin's-.

reviewad a spreedsheet of ioans and noticed two unusual loans to benk empioyees.

and his gtaff asked to NB’s charge-off iedger and noticed thst the nam ad been
chenged to the name said that McCaagiin said thet the bank employes had

made a mistake and was just trying to correct it. After he raviewed the document procassing
system and underlying documents it was determined that ioan proceeds funded numerous
cashier chacks paid to A&A Muffier end Alignment, Visa, Southpaw Outfitters, Ltd, American
Express, and the Oxford University Ciub which were identified es personal expenses of

McCasiin.

This Report of Investigation is the property of the Office of investigation, Treasury Office of the Inspector Ganerai.
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In December 2009, the OCC received information from the FNB legal counsse! advising that
McCaslin had been suspended after he had admitted to the FNB board of director’s that he had

used bank funds to pay his personal expenses. (Exhibit 1)

Reterral

This case was presented for criminal prosecution by FDIC OIG to the United States Attorney’s
Qffice, Northern District of Mississippi, prior to TQIG opening its case. (Exhibit 2)

Judicial Action

On March 21, 2012, McCaslin pled guilty to one count of 18, USC 656 — Embezziement in U.S.
District Court, Aberdeen, MS. {Exhibit 3)

On August 30, 2012, McCaslin was sentenced to 63 months incarceration, five years’
supervised release, ordered to pay rastitution of $1,5630,000, and ordered to pay a special

assassmant of $100. (Exhibit 4)

Findings

The investigation determined that the allegation was substantiated. McCaslin pled guiity to one
count of 18 USC 656 - Embezzlement, in the U.S, District Court, Northern District of
Mississippi. McCaslin was sentenced to 63 months incarceration; five years supervised release,
ordered to pay restitution of $1,530,000, and ordered to pay a special assessment of $100.

Based on the findings of our investigation, it appears that the following pertinent statute(s),
regulation(s) and/or policies were violated or could be applied to the case:

s 18 USC 656 - Embezziement
Distribution

N/A
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Signatures

Case Agent:

9 lols)io
Date

Supervisor;

7
(?&;AZ
Jopr L. Philiips Date
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Exhibits

1. Memorandum of Activity, interview of_ dated September 3, 2010.

2. Memorandum of Activity, Case Acceptance by AUSA, dated September 29, 2011.

3. Memorandum of Activity, Plea Hearing, dated March 28, 2012,

4. Memorandum of Activity, Judgment and Commitment Order, dated September 20, 2012,
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OEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20210

IHIPI:'T’J:.G‘::UML December 3, 2012

MEMORANDUM FOR LAURA L. MCAULIFFE, SENIOR ADVISOR
OFFICE OF THE COMPTROLLER OF THE CURRENCY

FROM: John L. Phiiiips /L'"—' 78/%/7 2

Special Agent i Charge
SUBJECT: Ciosure of investigative Case Support to Operation{JJ
BANK-11-1174-]

A case investigation was initiated by the U.S. Department of the Treasury, Office
of inspector Generai, Office of investigations {TOIG) to document case
investigative support to the U.S. Attomey's Office (USAQ} Minneapoils, MN and
the Minnesota Financial Crimes Task Force (MNFCTF} in Opmtiom The
investigation originated by the U.S, Secret Service {USSS) in November when
information was deveioped from separate ongoing investigations which indicated
that a common group of individuals were invoived in a significant criminal
enterprise committing a variety of financiai crimes in the Minneapolis, MN area and
other regions of the U.S,

The offenses investigated in Operation-inciuded conspiracy to commit
bank fraud, mortgage fraud, money iaundering, identity theft, and maii and wire
fraud. In February 2012, two of the ieaders of the enterprise were convicted and
sentenced to over 22 years sach of imprisonment. A total of 28 co-conspirators
were prosecutad as a resuit of the investigation.

The evidence presented at trial proved that the ieaders worked with numerous co-
conspirators to buy and seli stolen bank-customer information thet was uitimately
used to open fraudulent bank and credit card accounts, apply for loans and obtain
cash. Subsequently, these co-conspirators aitered checks for deposit into
fraudulent accounts and drafted checks against them. They alao acquired cash
from fraudulent credit card accounts they had estabiished and used the false credit
cards to purchase merchandise. They co-opted home equity lines of credit without
the knowiedge or consent of the true account hoiders, using the ilnes of credit for

This report s the proparty of the Office of inspecter Qenersl, sixd s For Official Uss Only. It containe
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their personal benefit. In addition to recruiting bank empioyees to assist in the
scheme, co-conspirators regularly recruited other indlviduals to conduct fraudufent
financial transaction, often transporting them to various banks around the country

to commit thelr crimes.

The financial institutions victimized inciuded American Express, Associated Bank,
Bank of America, Capital One, Guaranty Bank, JP Morgan Chase Bank, TCF Bank,
US Bank, Wachovia Bank, Washington Mutual and Wells Fargo Bank.

The TOIG had been requested by the USAO Minneapolis to assist the investigation
by contacting bank security officials and request their cooperation with the
operation. TOIG worked with the Office of Comptroiier of the Currency (OCC} in
gaining the banks’ cooperation, which included ailowing confidential Informants to
meke transactions and interact with employees who were complicit in providing
access to financisl accounts and funds. Agents from TOIG met with bank security
and OCC officials to mitigate and ailay concarns expressed by bank officers that
their continued cooperation with taw enforcement would not affect their regulatory
oversight and compiiance or their obligation to report of illegal conduct to the

Treasury.

TOIG aiso conducted criminal history checks; database ssarches and FinCEN
financiei record checks for 15 additionai bank employees and insiders who were
identified as participating in the predicate criminail enterprise.

Accordingly, TOIG is ciosing its investigatlon into this matter. Howaeaver, if you
have any questions related to this investigation, please feei free to contact me st

202-927-6785.

This report s the property of the Office of inspector Genersl, and s For Officlad Use Ontly. It containg
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Office of the Inspector General
U.S. Department of the Treasury
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Case Title:
etirement Specialist Case #: OCC-13-0519-
NB-5
EOD 06/06/00 Case Type: Criminal
Office of the Comptroller of Administrative X
the Currency Civil

' Conducted by: F
investigation Initlated: January 11, 2013 stigator

Investigation Completed:
Approved by: John L. Phillips

Origin: Laura McAuliffe Special Agent in Charge

Senior Advisor
Office of Comptroller of Currency

_Summa[!_
The Department of Treasury, Office of the Inspector General, Office of Investigations {TOIG),

received a complaint from the Office of the Comptroiler of the Currency {(OCC) that between
September 2011 and December 2012, OCC Retirement Specilalist, misused her
Qovernment Citibank travel card by making over three hundred seventy unauthorized charges to
her individually bilied travel credit card in excess of $31,000.00 while not in an officlal travel

status. {Exhibit 1)

The investigation determined that the allegation is substantiated. q‘nltted to knowingly
using her Government Citibank travel card for personal use while not in ofticial travel status.

Basis and Scops of the Investigation
During the course of the investigation, TOIG conducted relevant interviews with:

Retirement Programs Manager - Witness
rogram Analyst - Witness

Financial Systems Analyst — Witness
revel Operations Lead — Witness

“ompenseﬂon and Benefits - Witness
Retiromen cialist - Subject

This Report of investigation ls the property of the Office of investigation, Treasury Office of the inspector
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In addition, TOIG reviewed pertinent documents, including:
o Citibank Credit Card Statements 9/2011-2/2013
o Correspondence (emails) between -nd OCC's travel office regarding unauthorized

charges
¢ Citlbank Card Holder Account Agreement and Travel Card Training Certificate

investigative Activity
A TOIG document review of Government Citibank travel card statements dated

September 3, 2011 to February 1, 2013, revealed that -nade approximately three
hundred seventy eight unauthorized purchases on her Government Citibank travel card in the
amount of $31,000.00 averaging twenty seven monthly usages of the card while not in official

travel status. (Exhibit 2)

In an interview with TOIG, Program Analyst, Finacial Management Divislon
(FMD), OCC said during an audit by FMD of travel vouchers a frauduient voucher was
disgcovéred. FMD management créated a working group fo handle fraudulent travel vouchers
and misuse of government travel cards. [jifseid — Financial Systems
Analyst, FMD created a program that flagged accounts for Irreguiarities when making cash
withdrawais prior to going on official travel. aid her program compared the number
of cash withdrawals and cash advance fees associated with those withdrawals. Travelers are
authorized to be reimbursed for those cash advance fees, but she found that if an employee did
not claim cash advance fees on their travel voucher, they either were not aware they were
allowed to ciaim the fee or they were using the travel card while not in an official travel status.

—s program flagged any account that had over one hundred percent of the allowable
amount of four hundred doliars a week.

aid the accounts that were flagged were compiled based on dollar amounts oniy and

no names were associlated with the accounts. aid Travel Operations,
Lead, FMD, researched the accounts and found account had $25,255.74 In cash
withdrawais and fees that were not associated with officlal government travei. Further review

revealed that ad purchased gasoline totaling $6,329.81 not associated with official
travel as well as $79.35 for lodging not associated with official travel. (Exhibit 3}

aid he has been 8 Supervisor oﬁ and on since
1998. irgst became aware of misuse of her government issued travel card when
he received an emall from OCC’s financial group that there was an issue. poke with his

Supmisorqwho advised him that been misusing her travel card.
n consuitation with HR management suspende: s travel card and restricted her

travel to local venues only or agency essentlal events.

in an Interview with TOIG,
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ald ttempted to contact him regarding this issue; however, he did not meet with
her until after her card had been suspended. During the meeting flJlfadmitted et
she misused her government travel card and confessed to having a gambling problem.

as aware thatmnd two other employees in the office traveled together on trips to

casinos and had talked about their jackpots that they won. ol-that she is
attending meetings and seeing a counselor for her gambiing addiction and that she has repaid all

of the charges on the account. (Exhibit 4)

erview with TOIG, ald he has been- Second line Supervisor since 2003.
irst bacame aware o s misuse of her government issued travel card when he

was notified by his Supervisor as aware of the data from QCC’s financiai
credit card account. sai ame to him

group that there was an issue wit
and told him what she had done was very remorseful and apologetic and that she knew

what she did was wrong. ffared no explanation as to why she misused her credit card,
nor did sk her for a reason. consuttation with HR management suspended

ard and restrictéd her Tocal véiues only of agéricy essential events.
was told that this issue would likely be refarred to OiG and he has taken no disciplinary
action pending the outcome of the OiG report. roblems are caused by
her family situation and her gambling problem. nd two other
employees in the office trave ether on trips to casinos and had talked about their jackpots
that they won. qsaid s attending meetings and seelng & counsslor for her

gambling addiction and that she has repald all of the charges on the account. {Exhibit )

In an interview with TOIGq was provided with Beckwith/Garrity nghts (Ol Form-
27) (Exhibit 8) by TOIG, which she acknowledged via signature. The interview was videotaped

and transcribed. {Exhibit 7)

cknowledged that she has taken the required tralnings In order to be issued a
government credit card and acknowiedged that personal use of a government credit card is not

permitted.

-tated she knowingly er issued government credit card for her personal use while
not in officlal travei status. lained that she was experiencing financiai difficuities and
she improperly used the card. has since repaid the entire amount owed on the card to
Citibank.

Referrals
NA

Judicial Action
NA
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Findings
The Investigation determined that the allegation Is substantiated. It was discovered that-
knowingly used her Government Citibank travel card while not In official travel status.

¢ 5 C.F.R,, 26835.101(b) {12) - Basic Obiigation of Public Service. Employees shall satisfy
In good faith their obligations as citizens, including all just financlal obligations, especially
those-such as Federal, State, or local taxes-that are imposed by law.

o 31 CFR§ 0.213 - General conduct prejudicial to the Government. Employees shall not
engage in criminal, infamous, dishonest, or notoriously disgraceful conduct, or any other
conduct prejudicial to the Government

Distribution
Laura McAuliffe, Senior Advisor, OCC

Signatures
Case Aga | ‘
Signature Date

Date
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Exhibity
1. Original Complaint from Laura McAuliffe, Senior Advisor, OCC.
2. Copies of-s Travel Card statements from 9/2011-2/2013.

3. Memorandum of Activity of OCC Financial Management Team dated, March 21, 2013.
4, Memorandum of Activity of—iated, March 21, 2013.

5. Memorandum of Activity of | R =te¢. Merch 27, 2013

6. Copy o', Advice of Rights, Beckwith/Garrity rights {0l Form-27}.

7. Copy of- transcripts of interview.
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