





























The “Scam” Racket

(Continued from page 7)

of a new firm, which conceivably might
also wind up in bankruptcy.

There are two types of bankruptcy
petitions, voluntary and involuntary.
Fraudulent bankrupts almost never file
of their own will and, normally, it re-
quires three creditors to secure an in-
voluntary petition. Cases are heard in
federal bankruptcy courts by referees
who have most of the powers of federal
district judges. The referee appoints
a trustee and an attorney for the trustee.
Part of the trustee’s job is to uncover as
many of the bankrupt’s assets as pos-
sible, and he works for a percentage of
what he recovers. Honest bankrupts
will list all their assets with the court;
the fraud keeps his attachable property
at a bare minimum.

If part of the assets are in the form of
property or merchandise, they are auc-
tioned off by the referee. After court
fees are deducted, everything is divided
among the creditors, but the return is
always minimal. In a recent year, U.S.
creditors received only 7.1 cents on the
dollar in legitimate bankruptcies. When
“scam” is involved, the return is virtual-
ly zero. Not long ago, 241 creditors
were taken for $291,308 in a Phila-
delphia fraud, and the court was able
to recover assets valued at only $529.

Criminal action generally occurs only
if the referee suspects fraud. He then
turns the case over to the U.S. At-
torney’s office for investigation and, pos-
sibly, eventual prosecution in the U.S.
District Court. Only in rare cases will
creditors hire a private investigator and
present their evidence to the U.S. At-
torney. “Most creditors just won’t both-
er to take action,” says James Imbrie,
Jr., manager of the adjustment bureau
of the Chicago-Midwest Credit Man-
agement Association. “It may cost $3,-
000 or so to hire a private detective,
not to mention the court costs. If they
feel it’s a ‘scam,’” they know they won't
recover anything, and they won’t take
the trouble to prosecute. Bankruptcy
fraud keeps growing because the credi-
tors won’t do anything about it.”

Federal officials often cannot move
in to stop a “scam,” even if they know
it is in progress, unless they can prove
mail fraud. A violation of the bank-
ruptcy law cannot be charged until the
bankruptcy petition has been filed, al-
though there is a provision to allege a
“transfer or concealment in contem-
plation of bankruptcy.” One eastern
wholesaler, who suffered heavy losses
from a bankruptcy ring, put it this way:
“By the time the federal people can
move in, there’s nothing left.”

Planned bankruptcies occur in a vari-
ety of forms. Where organized crime
is behind the plan, “scam” is usually

the intent from the outset. “But it
doesn’t always work that way,” remarks
Sheldon Davidson, assistant U.S. At-
torney. “More and more, the crime
syndicate is moving into legitimate
business. If the enterprise fails, then
they’ll strip it clean.” In the case of
independents with no links to the Mafia,
the scheme most often evolves from
faulty business management, according
to credit official James Imbrie, Jr. “It’s
often difficult to tell where mismanage-
ment ends and fraud begins,” Imbrie
says. “I think that only about 25 per-
cent of bankruptcy frauds are planned
from the start. Most occur when the
owner starts robbing Peter to pay Paul,
and then he robs the creditors to pay
Peter.”

Any type of merchandise may show
up in a “scam,” as long as it is easy to
transport and difficult to trace. Seeking
to obtain as many disposable goods as
possible, the fraud operator will order
anything.

In 1963, for example, a firm from a
Chicago suburb went bankrupt with a
loss of $250,000 to creditors who sup-
plied everything from color television
sets to bulk steel and frozen steaks.

Typically, the bankruptcy gang buys
an established business for its credit
rating. Suppliers never are informed of
the change in management. At one time
the plan was to place small orders for
two months, pay the bills promptly
and then hit creditors hard in the third
month. Today, the average “scam” be-
gins and ends within a 30-day period.
Immediately after taking over, huge
credit orders are made with a variety
of suppliers. To avoid mail fraud, some
“scam” operators will order only by
telephone or at trade shows. Others,
more reckless, order promiscuously
through the mail.

Almost nothing is sold over the coun-
ter. It is disposed of at once via an
underworld network of “fences,” often
at prices 25 to 50 percent lower than
those of the manufacturer. The goods
arrive at the store, the labels are ripped
off and everything is dispatched to the
“fence” in a rented truck. The only
merchandise kept in the store is strictly
window dressing to maintain the pre-
tense that a legitimate business is be-
ing run.

One variation of “scam” is what
might be termed the “same name game.”
Let’s say there is a well-established
local finrm with a good credit rating.
The ring may move into the same city
and open a company with a name that
is similar yet different., Suppliers think
it is a new branch of the respectable
business and, before they can discover
their mistake, they have been “scam-
med.” Another common fraud occurs
at Christmas, when many credit man-
agers traditionally become lax, fearing
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266
COURSES

Pick the one that can do the most
for you!

266 courses—that's how many ways ICS
offers you to get ahead. See partial list-
ing below. Whatever your interests or
job aspirations, whatever you'd like to
be or do-from accounting to engineering
~there’s an ICS course for you. To help
you get ahead faster in your present job.
Or find a new career.

Study and learn in your spare time.
Personalized guidance from experts
through each step. Bedrock facts, theory,
practical application. ICS makes study
and learning fun. Then comes coveted
ICS diploma to graduates. You're on
your way!

Get started today. Clip and mail the
coupon now. We'll send you free 3-
booklet Success Kit that has helped
thousands. No obligation. Do it today.

Accountin, Blueprint Reading
Accounting (U.S. or Can.) Electrical and Electronic
Cost Accounting Mechanical
Architecture and Electrical
Building Trades Electrical Engineering
Alr Conditioning Appliance Servicing
Architecture . g:;:. Eag Technician
Arch. Drawing & Design or Repairman
Buildin Cunlgrac!or Practical Electrician
Carpenter Bullder Enginoering

arpentry work Rofresher Courges;
Vomting & Al Conditlontng  Gprorras ses)
- with Drawing Electrical Industrial
House Planning, Int. Design Mechanical

Plumbing & Heating Sanitary Structural
Refrigeration <

N High School

Art and Design High School General
Commercial Art High School Secretarial
Commercial Cartooning coflege Preparatory
Interior Decorating Preparatory Course for
Sign Painting & Design M.S. Equivalency Test

Sketching & Painting Mach. Shop Practico

Machine Shop Practice
Reading Shop Prints
Tool & Die Maker
” tenl

Automotive

Auto. Etectrical Techn.
Auto. Techniclan
%nglne Tupe-lp

Mechanical Engineering

Businoss Aircraft Mechanic
Advertisin Hydraulic, Pneumatic Power
Business Administration Industrizl Engineering
Creative Salesmanship Machine Des

e n
Managing a Small Store Power Plant Englneev!ng

Personnel-Labor Rel’ns X

Real Estate Sales uality Control

Retail Business Mgmt. .

Traffic Management Socrotarial
hemical Glerk;:z’pist

gh e:'l'i'r:fgn ineering Professional Secretary

Chem. Lab. ‘Fecllniclan Stenographic

TV-Radio-Eloctronics

Ganeral Chemistry Electronics Fundamentals

Civil Enginoering
Civil Engineering ot Elosmonics
Highway Eng. Tech. Radiotelephone License

Surveying & Mapping
Collego Courses Writin,

American History English agd Writing
Calculus Free-Lance Writing
Economics Other (Please specify)

TV and Radlo Servicing

Computers
COBOL Prog!
Fortran ngramminﬁ
Programming the 36!

Votoran approved.

Accredited Member,
ﬂ:’:ﬁ.ﬁ' Diaiting Natlonal Home Study Council
Architectural Drafting ICS, Scranton, Penna. 18515

IC S‘lnternational Correspondence Schools
Division of Intext

1CS, DEPT, T6636D, SCRANTON, PENNA. 18616
you i o i zn o 10 Shccsed 30
booklet Success Kit: “'How i )
zg:;s‘::elevi'lusb!e job tips, (2) Sample self-instruction lext
shawing famous ICS method, (3) Catalog for subject Indicated.

Course.

Home Address.

City State_———Zip Code

by.
pioy Yy

Working Hours. AM. to. P,
CONVENIENT PAYMENT PLAN











































































































































