Arrests and Convictions

January — September 2006 — 2008

Frauds Bureau investigators posted 451 arrests during January — June 2008, versus
590 for the same period in 2007 and 447 in 2006.
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A number of noteworthy cases contributed to the arrest totals through the first nine
months of 2008. For example,

A federal grand jury in Buffalo returned a 46-count indictment on 9/24/08 charging
two downstate women with mail fraud in a “rate evasion” scheme to defraud AIG and
Progressive Insurance Companies. Evidence gathered in this case indicates that the
pair counseled and assisted several New York City-area residents in obtaining lower-
cost auto insurance by fraudulently claiming to live in Western New York. Auto
insurance premiums are significantly lower in Western New York than in the
downstate area. The indictment also alleged that the defendants provided the New
York City residents with UPS Store addresses in Western New York that they
fraudulently claimed were their residences. As a result, AIG and Progressive sold
insurance policies at Western New York rates, rather than the truly applicable New
York City rates. The indictment was the culmination of an investigation by the Frauds
Bureau, the U.S. Postal Inspection Service and the National Insurance Crime Bureau.

An investigation by the Frauds Bureau led to the arrest on 9/12/08 of a police officer
employed by the MTA on charges of filing a fraudulent $28,375 insurance claim for a
diamond ring that he reported missing. The suspect, who is a lieutenant commander



in the U.S. Naval Reserve, purchased the diamond for approximately $15,000 in July
2006 under a promotional program sponsored by USAA, an insurer that serves
current and former military personnel. He reported the he had the stone set in an 18-
karat gold setting valued at $2,200. In December 2006, he insured the ring through
USAA for $28,375. The suspect reported the ring missing in 2007 and filed a claim
with USAA stating that he lost the ring while taking it to a jeweler to be cleaned.
Investigators later tracked the suspect’s fiancée — who was not implicated in the case
—and photographed the ring on her finger.

e A 16-month undercover investigation, dubbed “Operation Disappearing Act,” ended
with charges brought on 1/16/08 against 61 suspects in at least four states — New
York, New Jersey, Maryland and Pennsylvania —and the seizure of 70 vehicles worth
$1.7 million. Among the 61 suspects charged were a New York City police officer, a
director of security at a city hospital and an employee of the Department of Homeland
Security. Owners paid a middleman to take their cars to a garage in Queens where
they purportedly were stripped for parts. Neither the car owners nor the middlemen
were aware that the garage was run by NYPD detectives working undercover. The
middlemen returned the keys to the owners who then reported their cars stolen and
filed fraudulent claims for the insurance payout. The investigation was conducted
jointly by the Frauds Bureau, the NYPD’s Auto Crime Division and the Queens DA’s
Office.

The number of criminal convictions obtained by prosecutors in Frauds Bureau cases
during the first nine months of 2008 totaled 245, compared with 377 during the same
period in 2007.
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e The Frauds Bureau received 16,959 reports of suspected fraud during the first three
quarters of 2008, up slightly from 16,877 received during the first three quarters of
2007 and down from 17,106 in 2006.
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