Corporate Fraud: Enron and the Financial Crisis of 2007-2009

· Course Number: LAW-867

· Class Number: 03575

· Instructor: Robert Fairbank 

Course Description

This course is intended to introduce 30 law students and 5 business students to the real world issues of major civil and criminal corporate fraud.  The idea for the course arose out of my work from April 2002-2009 as independent counsel for the Regents of the University of California, lead plaintiff or institutional plaintiff in the Enron, WorldCom, AOL Time Warner, Dynegy federal securities cases and my work as defense counsel for top executives of IndyMac Bank, New Century Financial, PFF Bank, Homestore.com, and Tenet Healthcare.  

The seminar focuses on four major corporate frauds as case studies: (1) Enron, (2) Homestore.com (a major internet company), (3) the Madoff and Stanford Financial Group frauds, and (4) select case studies from the financial crisis of 2007-2009.  We will, of course, also compare and contrast with other major corporate frauds, such as Bear Sterns, AIG, WorldCom, AOL Time Warner, Brocade and Broadcom.  The class will also analyze current corporate fraud topics, such as trial tactics in major criminal trials (Enron, Homestore, Arthur Andersen); options backdating (Broadcom, Brocade); criminal insider trading (Galleon Group); the defense of parallel criminal and civil cases; government investigations and the waiver of the attorney-client privilege; director and officer insurance coverage; the role of the regulators and rating agencies in the 2007-2009 financial collapse; issues in corporate internal investigations; the UBS and KPMG tax fraud cases; and the Sentencing Guidelines.

The goal of this course is to learn the lessons of the “Enron era” and the “financial crisis era” from many of the top practitioners in the field.  Guest lecturers will include (schedules permitting) the following top practitioners: ex-judge (Judge Lawrence Irving), ex-prosecutors (John Hueston, Doug Fuchs), SEC counsel (Jessica Puathasnanon), criminal and civil defense counsel (Terry Bird, Marshall Grossman, Richard Marmaro, Bob Corbin), ex-plaintiffs class action lawyer (Bill Lerach), investment banker/Board member (Rock Hankin), member of Congress’s Financial Crisis Inquiry Commission (Byron Georgiou), accountant (Rich Corgel), ex-CFO (Joe Shew), and Marshall School of Business professor (Cecil Jackson).  

The ultimate, and most exciting, part of the seminar is the class project.  Students will divide up into teams of four and do a team presentation to a hypothetical Board of Directors on the results of their independent investigation of a major corporate fraud (e.g. Countrywide, New Century, Bear Sterns, Lehman, AIG, WorldCom, HealthSouth, Qwest, Cendant, Tyco, Global Crossing, Parmalat, or other recent 2007-2009 financial fraud cases).  Each student will write a research paper on that investigation.

Course Details

· Unit Value: 3

· Grading Options: Numerical or CR/D/F

· Exam: Individual paper and group presentation

· Writing Requirement: No

· Skills Requirement: No

· Participation: Required and graded

· Enrollment Limitation: 30 students

