Alleged
fund fraud
leads to
charges

6 ex-Putnam Fiduciary
Trust execs accused
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USA TODAY

Six former executives of Putnam
Fiduciary Trust have been charged
with scheming to defraud corpo-
rate client Cardinal Health and a
group of Putnam mutual funds of
$4 million, the Securities and Ex-
change Commission said Tuesday.

The SEC civil complaint, filed Friz

day in U.S. District Court in Bosto
2 trading error that

nal Health’s employee retire
S — mnvested in several Put-
nam mutual funds — to miss outon.
$4 million_in_stock market gains
Pitham Fiduciary is the transfer
agent for Putnam [nvestments, a
large mutual fund company.

The complaint charges former
senior managing director Karnig
Durgarian; former vice president
Ronald Hogan; and former manag-
ing directors Donald McCracken,
Virginia Papa, Sandra Childs and
Kevin Crain.

At least four of them plan to fight
the charges, their attorneys said.

Acc_mi%gg_r_mes%cﬁmulamn
Cardinal Health transterred an un-
disclpsed amouni of refirement
plan_gssets to Putnam on Jan. 2.
2001, to invest in Putnam _mutual

'tuncfs.
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But for an upknown reason, the
a;g_r_eLsd_mm_nQ_Linmsgd_unﬁLthe
next day.

This_one-day delay caused the
| of

retirement p!an o be EIEEI'IVEC
neariy mithon In market appre-

ciation,  the complaint reads.
" The SEC alleges that the defen-

dants used “deception, illegal trade
remﬁ,_m}wm-
tions” _to s 3 million of the

losses to shareholders of other Put-
nam mutual funds.
e defendants also “improperly

al retire-

ment) plan to bear a i ly
million of the loss without dis-

. closing to Cardinal Health Y
haddone so.” fhe SEC alleges.

The conduct was discovered last
January, the SEC said.

SEC officials decided not to
charge Putnam because the com-
pany has cooperated fully with the
investigation, according to David

' Bergers, an SEC enforcement offi-
» cial in Boston.

Putnam made full restitution of
the $4 million, fired or disciplined
employees involved and strength-

. ened the company's financial over-

sight and compliance “to make sure
a situation like this could not hap-
pen again,” Putnam Investments
CEO Ed Haldeman said.

Attorney Anthony Mirenda, who
represents Crain, said in a state-
ment, “Mr. Crain will fight this to
clear his name because he did not
participate in any fraud.”

Crain “proactively brought this
situation to the attention of internal
auditors and has cooperated in the
government's investigation
throughout,” Mirenda said.

The accounting transactions
used to correct the errors were ap-
proved by higher-ups and were
“the normal safeguards and inter-
nal controls at Putnam at the time,”
Mirenda said. .

The Associated Press reported
attorneys for Durgarian, Hogan and
Papa also said their clients would
contest the charges.
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