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New Financial Fraud Enforcement Task Force  
Set to Subject Financial Institutions to Increased 
Governmental Scrutiny and Investigation 
BY THE SECURITIES LITIGATION AND ENFORCEMENT PRACTICE 

On November 17, 2009, President Barack Obama established by Executive Order an interagency 
Financial Fraud Enforcement Task Force (the “Task Force”) to “investigate and prosecute 
significant financial crimes and other violations relating to the current financial crisis and economic 
recovery efforts.”1 The Task Force, which replaces the Corporate Fraud Task Force established by 
then President George W. Bush in 2002, will convene its first meeting in the next 30 days. Led by 
the Department of Justice with a steering committee composed of the Department of Treasury, 
HUD, and the SEC, the Task Force will likely subject financial institutions to immediate and 
substantial increased governmental scrutiny on federal, state, and local levels, as the fallout from 
the credit crisis continues.2 

 
The Task Force is Designed to Investigate and Prosecute a Wide Range of 
Financial Crimes and Violations 

The Task Force is designed to be both reactive and proactive, by prosecuting those allegedly 
responsible for the current credit crisis and preventing other similar crises from occurring in the 
future.3 According to the Executive Order, the Task Force will provide advice to the Attorney 
General for the investigation and prosecution of a wide range of financial crimes and violations. 
These offenses include bank, mortgage, and lending fraud; securities and commodities fraud; 
retirement plan fraud; mail and wire fraud; tax crimes; money laundering; False Claims Act 
violations; unfair competition; and lending discrimination. In a press conference announcing the 
Task Force, Attorney General Eric Holder stated that the “core” of the Task Force’s mission will be 
on enforcement efforts that focus on “financial crime that affect us most significantly in this time of 
economic recovery.” These crimes include mortgage fraud, securities fraud (such as insider 
trading, Ponzi schemes, and misrepresentations to investors), Recovery Act and rescue fraud, and 
discrimination. This is consistent with the federal government’s recent trend of focusing additional 
resources on “credit-crisis related misconduct” such as accounting manipulation, insider trading, 
and concealment of risky mortgage lending practices.4 These resources now include using 
informants and front businesses to attract wrongdoing and wiretaps to uncover misconduct.5 

 
The Task Force Will Seek to Enhance Cooperation and Coordination Among 
Federal, State, and Local Authorities 

The Task Force is to make recommendations to the Attorney General to enhance cooperation 
among Federal, State, local, tribal, and territorial authorities. To foster cooperation between these 
different levels of government, the Executive Order also “encourages” the Attorney General to 
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invite various representatives of the various law enforcement authorities to participate in the Task 
Force’s subcommittee addressing enforcement efforts involving financial crimes and violations. 
These representatives include the National Association of Attorneys General and the National 
District Attorneys Association. 

The increased collaboration and information sharing is expected to be a key driving force for the 
Task Force. For instance, the SEC views the Task Force as a means to “better coordinate criminal 
and civil enforcement efforts” of financial institutions and individuals through more effective 
collaboration and information sharing with other governmental agencies. Thus far in 2009, more 
than 150 of the SEC’s enforcement cases were filed in coordination with criminal charges filed by 
the DOJ and others, reflecting a 30 percent increase over 2008. The SEC believes the Task Force 
“should only increase those numbers” and lead to a greater number of successful prosecutions. 
The Department of Justice also touts that the Task Force will “enhance coordination and 
cooperation among federal, state, local, tribal, and territorial authorities responsible for 
investigating and prosecuting significant financial crimes and violations.”6 

 
The Task Force Will Likely Mean More Governmental Inquiries and 
Investigations for Financial Institutions in the Near Term, But the Long Term 
Outlook is Unclear 

There is no question that in 2009, the number of federal and state investigations, prosecutions, 
and enforcement actions against financial entities has skyrocketed. For example, the SEC brought 
more enforcement actions against hedge funds in the first four months of 2009 than in all of 2008 
combined.7 Similarly, in comparing FY 2008 with FY 2009, the SEC increased disgorgement orders 
by 170%, increased penalty orders by 35%, increased emergency restraining orders by 82%, and 
increased asset freezes by 78%.8 With the establishment of the Task Force, the trend of increased 
government prosecutions and investigations will almost certainly continue, particularly if the Task 
Force is able to successfully share information across different local, state, and federal groups. 

Financial institutions should expect an uptick in state and federal governmental inquiries and 
investigations. Financial institutions can be better prepared for these types of events by having 
personnel in place to quickly mobilize and accurately respond to Task Force inquiries and 
investigations. Moreover, financial institutions should review the internal controls they have in 
place to identify and prevent financial fraud to ensure that they are appropriate. 

Despite the probable short-term increase in government regulation and enforcement, the long-
term forecast is not as clear. The Task Force’s predecessor, the Corporate Fraud Task Force of 
2002, won 1,236 corporate fraud convictions, including the convictions of 214 chief executive 
officers and presidents, 53 chief financial officers, 23 corporate lawyers, and 129 vice presidents, 
in the first five years of its existence.9 However, filings under the Corporate Fraud Task Force of 
2002 dropped off sharply after 2004, and never recovered. Whether the new Task Force will follow 
in the footsteps of its predecessor remains to be seen, and may depend in part on the successes 
and failures it has in the coming months. 

Paul Hastings is prepared to assist companies and individuals navigate through this new 
heightened enforcement environment throughout the United States.  
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If you have any questions concerning these developing issues, please do not hesitate to contact 
any of the following Paul Hastings lawyers: 

Atlanta 

Walter E. Jospin 
404-815-2203 
walterjospin@paulhastings.com  

Los Angeles 

Thomas P. O’Brien 
213-683-6146 
thomasobrien@paulhastings.com 

William Sullivan 
213-683-6252 
williamsullivan@paulhastings.com 

Thomas Zaccaro 
213-683-6285 
thomaszaccaro@paulhastings.com 

New York 

Kenneth Breen 
212-318-6344 
kennethbreen@paulhastings.com 

Daniel Goldman 
212-318-6024 
dangoldman@paulhastings.com 

Kurt Hansson 
212-318-6627 
kurthansson@paulhastings.com 

Sean Haran 
212-318-6094 
seanharan@paulhastings.com 
 
Douglas Koff 
212-318-6772 
douglaskoff@paulhastings.com  
 
Keith Miller 
212 318-6005 
keithmiller@paulhastings.com 

Barry Sher 
212-318-6085 
barrysher@paulhastings.com 

Orange County 

Jay C. Gandhi 
714-668-6242 
jaygandhi@paulhastings.com 
 
Palo Alto 
 
Peter Stone 
650-320-1843 
peterstone@paulhastings.com 

San Diego 

Christopher H. McGrath 
858-458-3027 
chrismcgrath@paulhastings.com 
 
Morgan J. Miller 
858-458-3029 
morganmiller@paulhastings.com 

San Francisco 

John A. Reding, Jr. 
415 856-7004 
jackreding@paulhastings.com 

Washington, D.C. 

E. Lawrence Barcella, Jr. 
202-551-1718 
larrybarcella@paulhastings.com 

Kirby Behre 
202-551-1719 
kirbybehre@paulhastings.com 

James Wareham 
202-551-1728 
jameswareham@paulhastings.com 
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