
Weston Hurd Client Advisory - February 2013

How Employee Misconduct 
Can Lead to the Demise of a Business

Prepared by 
Samuel J. Lauricia, III and Walter A. "Scott" Lucas

During the recent difficult economic downturn, an increasing trend has emerged where 
employees may engage in illegal or fraudulent conduct solely to further advance their personal 
well­being, all to the detriment of the business that employs them.  Attached is an article
titled "Insider Fraud: What to Monitor," that describes the end result of two high­profile, complex, 
and substantial financial crimes involving employees engaging in fraud.  One of the financial 
crimes highlighted in the article led to the ultimate collapse and eventual liquidation of the former 
Ohio­based St. Paul Croatian Federal Credit Union by the National Credit Union Administration 
Board (the "NCUA"), an independent agency of the Executive Branch of the United States 
Government that charters, insures and regulates Federal credit unions. The article illustrates how 
St. Paul's demise involved both an employee betrayal acting in conspiracy with members of the 
former credit union. 

Since 2010 when St. Paul was placed into involuntary liquidation, the NCUA has worked with a 
team of attorneys from Weston Hurd, led by partners Samuel J. Lauricia and Walter A. "Scott" 
Lucas, to uncover the complex and vast financial crimes that were part of the St. Paul scheme.  
Working in conjunction with its legal counsel at Weston Hurd, the NCUA has been able to recover 
substantial assets from what is considered among the United States' largest credit union failures 
through extensive and complex investigation, strategic planning, and litigation.  

Combining their knowledge and expertise in the areas of tax, business, white collar crime, real 
estate and litigation, the Weston Hurd attorneys have been uniquely qualified to provide cost­
effective, comprehensive and value­added services throughout their engagement on behalf of the 
NCUA. 

If you have questions about any legal issues that may involve safeguarding your business 
against financial crimes, please feel free to contact Sam Lauricia or Scott Lucas of Weston Hurd's 
White Collar Litigation, Enforcement and Compliance Practice Group. 

ARTICLE:  Insider Fraud: What to Monitor

Page 1 of 3News from Weston Hurd LLP - How Employee Misconduct Can Lead to the Demise of a ...

2/4/2013https://ui.constantcontact.com/visualeditor/visual_editor_preview.jsp?agent.uid=111233187...

user383

user383

user383




Insider Fraud: What to Monitor
Cases Showcase Risks Posed by Trusted Employees
Credit Eligible


Two recently resolved insider fraud schemes at 
banking institutions in Ohio and New York highlight 
the unique challenges organizations face when it 
comes to detecting crimes by trusted employees. 
On Jan. 10, a district court in Ohio sentenced Zrino 
Jukic of Cleveland to 37 months in prison and 
ordered him to pay nearly $1.7 million in restitution 
for a loan fraud and money laundering scheme that 
involved a banking officer and contributed to the April 2010 collapse of St. 
Paul Croatian Federal Credit Union. Jukic had previously pleaded guilty to 
charges stemming from the scheme. 
The scheme was just one of many the credit union's former chief operating 
officer, Anthony Raguz, helped to facilitate before he finally was caught, 
investigators say (see Banking Exec Sentenced for Fraud Scheme).
And on Jan. 2, in a district court in New York, a former bank teller and a 
former branch manager of Chemung Canal Trust Company Bank
pleaded guilty to bank embezzlement charges that cost the bank at least 
$325,000 in a scheme that took nearly seven years to detect. 
Both cases involved trusted employees with access to funds and authority 
to approve transactions - a dangerous combination, says Randy Trzeciak, 
the technical team lead of insider threat research for the CERT Program, 
part of the Software Engineering Institute at Carnegie Mellon University. 
According to CERT's most recent insider threat research, studies of 
cases investigated by the Secret Service reveal that more than 50 percent 
of insider schemes involve employees in trusted positions, such as 
managers. And these crimes tend to go on under the radar, over extended 
periods of time, proving especially difficult to detect.
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"These are usually trusted individuals in an organization," Trzeciak says. 
"Organizations struggle with implementing controls that are effective 
without adversely affecting employees' ability to do their jobs." 
Organizations can implement automated or technical controls to restrict or 
limit access for certain individuals. But because most of these trusted 
individuals have logins and passwords to enter certain systems that 
manage those controls, they can override the technical measures put in 
place to detect insider schemes. 
"Defense in depth is the recommendation," Trzeciak says. "That includes 
IT controls and manual controls, like an audit process, to pick up on 
suspicious activity." 


Latest Cases
In the Ohio case, Jukic was a co-owner of a small investment firm, the 
Zlato Group, along with Raguz, who also served as the defunct St. Paul 
Croatian Federal Credit Union's chief operating officer. Jukic defrauded the 
credit union by providing false information in connection with approximately 
11 loan applications, according to court records. The proceeds from the 
bad loans allowed Jukic and Raguz to invest in certain business ventures 
through their company. 
Authorities say Jukic laundered the money by transferring fraudulently 
obtained funds from a Zlato Group bank account to his own bank account 
to conceal the crime. 
In November of 2012, Raguz was sentenced to 14 years in prison and 
ordered to pay more than $72.5 million in restitution for the role he played 
in the scheme with Jukic and others. Raguz' loan fraud schemes spanned 
10 years and involved 1,000 fraudulent loans totaling more than $70 million 
to more than 300 account holders. He also accepted more than $1 million 
worth of bribes, kickbacks and gifts in exchange for the fraudulent loans he 
issued, investigators say. 
In the end, Raguz' schemes led to one of the largest credit union failures in 
U.S. history, federal authorities say. 


Follow Tracy Kitten on Twitter: @FraudBlogger
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WESTON HURD'S WHITE COLLAR LITIGATION, 
ENFORCEMENT AND COMPLIANCE TEAM

Samuel J. Lauricia, III is a Partner with Weston Hurd LLP. He focuses his practice 
on white collar criminal matters, tax litigation and planning, and general corporate 
transactions, contracts, mergers and acquisitions.  He can be reached at
216.687.3361 or slauricia@westonhurd.com. 

 Walter A. "Scott" Lucas is a Partner with Weston Hurd LLP. He focuses his practice 
on white collar criminal matters and other complex civil and criminal litigation in  
state and Federal courts both nationally and throughout the state of Ohio. He can be 
reached at 216.687.3244 or slucas@westonhurd.com.

About Weston Hurd LLP
With offices in Cleveland, Columbus and Beachwood, Weston Hurd LLP provides comprehensive 
legal counsel to Fortune 500 companies, insurance carriers, financial institutions, healthcare
providers, small- and medium-sized businesses, the real estate industry, governmental agencies, 
non-profit enterprises and individuals. 

Additional information regarding Weston Hurd's White Collar Litigation, Enforcement and 
Compliance Practice Group can be found on the Practice Areas page of www.westonhurd.com.

As a reminder, this material is being provided to draw your attention to the issues discussed. Although prepared by 
professionals, it should not be utilized as a substitute for legal advice and representation in specific situations.

Copyright 2013 
www.westonhurd.com
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