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FBI Says Fighting Financial Crimes a Priority; Insurance Cases Top 200 
 
Insurance Journal, 23 May 2008  

 
[EXCERPTED] 
 
Insurance Fraud 
 
The report said the FBI considers insurance fraud an investigative priority, due in large part to the insurance 
industry's significant status in the U.S. economy.  
 
The Coalition Against Insurance Fraud (CAIF) estimates that the cost of fraud in the industry is as high as $80 
billion each year. This cost is passed on to consumers in the form of higher premiums. The National Insurance 
Crime Bureau (NICB) calculates insurance fraud raises the yearly cost of premiums by $300 for the average 
household. 
 
The FBI goes after what it sees as the most prevalent schemes and the top echelon criminals defrauding the 
insurance industry, working with the National Association of Insurance Commissioners, NICB, CAIF, as well as 
state fraud bureaus, state insurance regulators, and other federal agencies. Currently, the FBI reports it is 
focusing a majority of its resources relating to insurance fraud on the following schemes: 
 
[EXCERPTED] 
 
Viatical Settlement Fraud - A viatical settlement is a discounted, pre-death sale of an existing life insurance 
policy on the life of a person known to have a terminal condition. Viatical settlement fraud occurs when 
misrepresentations are made on the insurance policy applications, in effect, hiding the fact that the party 
applying for a policy has already been diagnosed with a terminal condition. On the investor end, the fraud 
occurs when misrepresentations are made to the investors by the viatical companies about life expectancies of 
insured parties and guaranteed high rates of return. 
 
The FBI cites a case involving Mutual Benefits Corp. (MBC), a viatical settlement company, as among its most 
significant recent cases. More than 30,000 investors worldwide were defrauded of approximately $1 billion by 
the principals of MBC, who misrepresented the investment and failed to disclose prior regulatory actions. In 
October 2006, Peter Lombardi, former MBC president, pled guilty to securities fraud and received a 20-year 
sentence. In 2007, six additional subjects were charged as part of the scheme, and five have been convicted. 
Sentences for the additional subjects range between one and 10 years. The SEC and IRS are assisting with this 
investigation. 
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