
NOVEL FUSION CENTER  TO BOOST
ANTI! FRAUD EFFORTS IN CALIF. 
High-tech center is a centerpiece of ambitious task force report

Fusion is a tireless law of physics: Clump atoms tightly together and 
they release energy that fuels our ß aming sun and coaxes stars to glow. Fusion also will 
power up fraud Þ ghting in California.

A so-called fusion center is among 18 wide-ranging anti-fraud proposals just released 
by an advisory task force that insurance commissioner Steve Poizner appointed last year. 
Insurance ofÞ cials, consumer leaders, law enforcement, labor and others served on the 
task force. Poizner also appointed the Coalition Against Insurance Fraud to the year-
long project.

The ambitious report adds voltage to PoiznerÕs already vigorous $39-million anti-
fraud operation, the largest of any state. In short, California will become a  much 
tougher place for insurance schemers if enough 
proposals achieve their intended impact. 

PoiznerÕs task force grappled with a stark 
reality: California is a virtual nation state with 
possibly AmericaÕs largest insurance-fraud 
problem Ñ a stubborn $15-billion annual 
crime binge, the insurance department says. 

Enter the fusion center, which Poizner 
is fast-tracking. Many states created fusion 
centers to energize anti-terrorism efforts after 
9/11. But California will install the nationÕs 
Þ rst unit aimed solely at insurance fraud. 

Details are being worked out. But broadly, 
the fusion center will deploy high-end 
datamining software to help law enforcement 
quickly identify and share information about 
fraud trends and patterns. Leads would be 
auto-forwarded to relevant agencies. The 
center also would house a fraud hotline.

Stop large rings
ÒMy highest priority is the fusion center. ItÕs the Þ rst-of-a-kind data center where 

all types of information about insurance crimes are pulled together and analyzed,Ó says 
Poizner, a tech whiz who made his personal fortune in Silicon Valley. 

Especially, the center will help unravel large, octopus-like fraud rings. Staged-
accident gangs and medical mills operate widely in California, and cause some of the 
largest fraud losses.

ÒThis is my top priority, the large and aggressive crime rings. We have to prioritize 
fraud and veer into these larger kinds of schemes,Ó Poizner says. 

New funding needed
to launch some reforms

It takes money to thwart the 
stealing of money. Insurance com-
missioner Steve PoiznerÕs task 
force knows that well. A variety 
of the 18 proposals would require 
fraud Þ ghters to dig into various 
cookie jars for funding. 

Insurers, new state funds or 
PoiznerÕs departmental budget 
are potential sources. For example:

!   Increase assessments on 
policies sold in California to boost 
funding of fraud investigations. 
Homeowner and life schemes 
would receive special attention.

!   Fund three-year grants 
instead of the current one-year 
grants for local DAs to go after in-
surance schemes such as staged 
accident rings and medical mills. 

Beyond money issues, the 
task force also would strengthen 
insurersÕ hands in investigations. 
Three examples:

!   Create a forum so insurers 
can share information about fraud 
patterns, rings and trends;

!   Honor carriers for outstand-
ing efforts to combat fraud; and

!   Strengthen insurer immu-
nity from lawsuits for cooperating 
in investigations. 

INSIDE

3 Fraud News
 Auto arsons surge in CA________________________________

4 Pro" le
 Fraud Þ ghters teaming up________________________________

6 Crime Watch
 DentistÕs alleged scheme drilled________________________________

7 Legislative Monitor
 Budget crises derail reforms________________________________ 

8 Perspective
 Creative sentencing needed

continued on next page

 SUMMER 2008

www.InsuranceFraud.org



Calif. Fusion Center
continued from page 1

Making peopleÕs blood boil with righteous outrage is another proposal that 
Poizner says heÕll fast-track by launching a statewide public outreach campaign. 

ÒPublic outreach is important. People need to know that insurance fraud is 
not a victimless crime,Ó Poizner says. ÒThe public also is an important provider of 
information about whoÕs committing these crimes.Ó

The timing is right; America is facing a moral backslide. Consumer tolerance 
of insurance fraud has increased sharply in the last 10 years, the coalitionÕs latest 
national study of public attitudes reveals. Still, campaign-quality outreach is rare 
in the insurance-fraud world. Most efforts are piecemeal, ill-funded and lacking in 
research. The task force recommended the coalitionÕs landmark report, United We 
Brand, as a focal point for CaliforniaÕs outreach.

Recruit top talent
Stanching a brain drain is another goal. Poizner plans to recruit and retain top

 investigators more aggressively, including paying higher salaries to compete with 
other law enforcenment agencies and the private sector that siphon his fraud Þ ghters. 
ÒThe Fraud Division loses experienced investigators to agencies that offer better pay.

 There (also) is an overall shortage of entry-level 
applicants in law enforcement,Ó the report says. 

PoiznerÕs task force also urges something no 
one else has done successfully: Measure the costs 
of insurance fraud. 

ÒWith meaningful measurements over time, 
the success of various fraud programs may be 
evaluated and the return on investment may be 
demonstrated,Ó the report says. 

But measuring fraud is a chutzpah-laden 
goal that has eluded fraud Þ ghters for decades. 

Even reasonably accurate data might give fraud Þ ghters sorely needed facts to get 
more funding, and pass tougher fraud laws and allocate resources more efÞ ciently. 
So if California credibly Þ gures it out, other states might adapt the template for 
quantifying skullduggery in their backyards. Measuring fraud nationally also might 
receive a boost. 

Investigators specialize
In another proposal, insurance department investigators would specialize in one 
area of fraud for at least three years. Many insurance schemes are complex, large-
dollar cons that require reÞ ned knowledge to unravel. Taking down a major staged 
accident ring with 100-plus players works better when investigators are immersed in 
that dark and seedy world. 

But PoiznerÕs ambition has a price tag. Like so many states, California is 
wrestling with a budget crisis. Scarce dollars could force the legislature to squelch 
or scale back some proposals. Lengthy public regulatory hearings could delay others. 
So itÕs too early to know how many proposals will gain traction in the near future.

But Poizner is anxious to move fast. Insurance fraud is a priority of his 
administration, and the report is his boldest anti-fraud gambit. Poizner already 
has the authority to unleash some ideas such as the fusion center and outreach 
campaign. He just has to dig up the money from the insurance departmentÕs budget. 

ÒThese are tough times weÕre having in Sacramento. ThereÕs a complete and 
total focus on the budget crisis, but IÕm not waiting around for the legislature to 
take budget actions,Ó Poizner says. ÒThereÕs a lot we can do on our own.Ó

The task force report can be downloaded at www.InsuranceFraud.org/downloads/
Calif_taskforcereport.pdf.
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F R A U D   N E W S

Unsteady economy, gas prices driving surge in CA auto arsons
Only a few years ago, a tricked-up truck or super-sized 

SUV was a sign of cachet. But faced with high gas costs and mounting 
foreclosures in an unsettled economy, anxious drivers increasingly view 
them as gas-glugging liabilities. More drivers are torching them for 
insurance money, lying that someone stole the vehicles. Suspected arsons 
involving newer SUVs and trucks climbed 400 percent in the Ontario, 
Cal. area over a one-month period this year, while auto arsons doubled in nearby San Joaquin 
County over the past three years. The San Joaquin County District AttorneyÕs OfÞ ce is 
prosecuting 15 such vehicle arsons. Statewide, auto arsons have spiked by a third in three years, 
the insurance department says. Auto arsons are costly for insurers; the average claim paid out 
for a late model SUV or truck is around $13,000, ofÞ cials say. Like recent arsons of homes facing 
foreclosure, itÕs too early to know how widely economy-driven auto arsons will spread. Still, 
investigators are on high alert. ÒMost times, when I get on the scene of a vehicle Þ re, the cops 
are just getting the call the car is stolen,Ó says Mike Huddleston, an investigator with the San 
Bernardino County Fire Department. 

ProsecutorÕs taxing e# orts earn inaugural  coalition award
A novel courtroom strategy that prosecutes insurance swindlers using 

Al Capone-style tax fraud has earned Los Angeles County assistant 
district attorney Albert H. MacKenzie the coalitionÕs inaugural Prosecutor 
of the Year award. This is the only national fraud award honoring 
prosecutors. MacKenzie heads the Fraud Interdiction Program in a county 
that faces some of the nationÕs worst insurance-fraud problems, especially 

large-dollar health scams by doctors, lawyers, chiros and others. MacKenzieÕs ground-breaking 
strategy is deceptively simple: He compares a suspectÕs declared state taxable income with 
the claims that insurers have paid out. Many suspects donÕt Þ le tax returns at all. Often the 
declared income is so much lower than paid claims that fraud suspects quickly plead guilty. 
This generates quicker convictions than often-lengthy insurance trials, and the investigations 
often uncover other crimes such as money laundering. MacKenzie gained 15 convictions in 
FY 2007, and is investigating more than 200 cases involving large-dollar suspects. 
Dr. Parvis Berjis was ordered to repay $5 million in insurance and tax money for bilking 
auto and workers comp insurers. Sarkis Musoyan was ordered to repay more than $8 million 
insurance money to Medicare and more than $1.6 million in back taxes.

9/11 diverting FBI attention from insurance-fraud cases
At Þ rst glance, youÕd think the FBI is doing a bang-up job investi-

gating insurance fraud. After all, federal gumshoes opened up 776 new 
health care fraud cases in 2007, and helped Uncle Sam snag $1.8 billion 
in health fraud judgments and Þ nes. So far so good, but those numbers 
may tell only a partial story. Insurance-fraud cases by the FBI actually 
have declined each year since 2001. Part of the reason is that 2,400 FBI 
agents were rerouted to anti-terrorism efforts after 9/11. This leaves the white-collar crime unit 
down by 1,700 staffers from pre-9/11 levels. Fraud-Þ ghting efforts could continue being down-
graded with the FBIÕs 2009 funding for white-collar crime reduced, the coalitionÕs Dennis Jay 
warns in his FraudBlog: ÒThe federal government plays an important role in not only investigat-
ing and prosecuting fraud, but also in helping to send a strong message that aggressively Þ ghting 
fraud is important for government agencies, insurers and society in general. Weakening those 
efforts hurts us all.Ó

In Br ief

The coalition welcomes 
new members  John Hancock 
Financial Services, Standard 
Insurance and the Louisiana 
Auto Theft and Insurance Fraud 
Prevention AuthorityÉ Heavy 
ß ood damage  has unleashed 
a Òperfect stormÓ of home-
repair scams in the Midwest. 
Typical scams include inß ating 
storm claims to pay homeown-
er deductibles, and intention-
ally damaging homes to trigger 
shady claims, Ohio insurance 
investigators say...A rise in 
auto arson and bogus car 
theft claims  is linked to easy-
credit car loans in recent years. 
ÒThe illicit goal is a quick insur-
ance payout that will pay off 
the entire debt,Ó the coalitionÕs 
Jim Quiggle says in a recent 
Hartford Courant storyÉLong-
time coalition member MJM 
Investigations was acquired 
by global security giant G4S. 
The $9-billion company plans 
on leveraging MJM to get into 
insurance investigationsÉ
Essex County, N.J. is a 
 favorite dumping ground  
for torched cars. Some 500 car 
Þ res are logged each year. The 
rest of the state averages only 
20 Þ res, news reports sayÉ
San Bernardino, County, 
Calif.  nailed 60 hotels for 
failing to buy state-required 
workers comp coverageÉAri-
zona regulators see an uptick 
in complaints  from consum-
ers dropped by health insurers. 
One woman received a $9-mil-
lion judgment after Health Net 
dumped her while she fought 
cancerÉThe feds uncovered 
$13 million in bogus 
claims  in Southern California. 
A recent sweep snared fraud-
sters who made bogus claims 
for unneeded wheelchairs and 
other medical supplies. 

Send Us Your News
Let us know how your organization is combating insurance fraud.  Send your news to: Fraud Focus, 

1012 14th St. NW, Suite 200, Washington DC 20005 or fax to 202-318-9189 or email to 
news@InsuranceFraud.org.

More Fraud News at 
www.InsuranceFraud.org
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P R O F I L E

Linkage creates fraud force multiplier
New consortium bridges gaps between health 

and property-casualty investigations

Fraud Þ ghters have 
launched an ambitious new effort to 
reign in crooked medical providers that 
bilk insurers out of tens of billions of dol-
lars a year.

The new player is called the Con-
sortium to Combat Medical Fraud. 
Insurer investigators across all lines, 
plus state fraud bureaus, the FBI and 
others are joining forces. TheyÕre 
planning to ramp up the sharing of 
Þ eld intelligence about schemes, 
leverage each otherÕs best practices 
and jointly push for tougher anti-
fraud laws.

The goal is a force-multiplier 
impact that can dramatically increase 
the investigative squeeze on targeted 
swindlers, fraud rings, and the entire 
Þ eld of medical fraud Þ ghting across 
all lines. 

Coalition approached
The consortium is a joint project of 

the Coalition Against Insurance Fraud, 
National Health Care Anti-Fraud 
Association (NHCAA) and National 
Insurance Crime Bureau (NICB). It was 
created after a group of insurers, led by 
Travelers Insurance, approached the 
coalition about Þ nding new strategies to 
counter the growing insurgency of fraud 
by medical providers.

ÒMedical providers defraud all seg-
ments of the insurance industry, includ-
ing health insurance, auto insurance 
carriers, workers compensation and 
disability insurance,Ó says Dennis Jay, the 
coalitionÕs executive director. ÒYet, there 
has been little coordination among the 
various segments to share intelligence, 

strategies and training involving fraud by 
medical providers. The consortium seeks 
to close these gaps.Ó

ÒNever before have different parts of 
the insurance system cross-pollinated to 

seek new ways to prevent fraud,Ó adds 
Louis Saccoccio, executive director of 
NHCAA.

The consortium is targeting the seri-
ous swindlers. These are highly motivated 
doctors, chiropractors and other medical 
providers who play insurer billing codes 
like a Stradivarius. Operating alone or 
with larger fraud rings, theyÕve learned 
the art, science and bottomless gluttony 
of looting insurers on a large, almost 
industrial scale.

The new consortium responds to sev-
eral disturbing truths about todayÕs fraud 
landscape:

!   Dollar for dollar, medical schemes 
dwarf all other insurance scams in insur-
ance money stolen. This can include fake 
injury claims from staged car crashes, 
medical mills that ß eece workers compen-

sation insurers, and mass looting of health 
insurers by crooked medical providers.

!   Large, bulked-up medical fraud 
rings are spreading rapidly. Their size, 
complexity and ability to mass-produce 

phony claims are stretching the 
already taxed resources of fraud 
Þ ghters. More investigative muscle 
adds much-needed pressure on these 
stubborn rings. 

!   Many medical providers and 
fraud rings launch schemes across 
lines of insurance coverage. A fraud 
ring, for instance, might bilk auto 
insurers with fake injury claims from 
staged accidents, and loot health in-
surers with schemes aimed at seniors.

ÒWhat we have seen is tremen-
dous cross-over,Ó says Gary Healy, 
head of mid-Atlantic operations for 
NICB. 

Even so, fraud investigators tend to 
view expansive schemes mainly through 
the lens of their own insurance world. 
ItÕs much like the blind men who each 
touches a part of an elephant. Each gains 
a vastly different Ñ and incomplete Ñ 
impression of what kind of animal theyÕre 
dealing with. 

 Less often do investigators from 
different lines share vital Þ eld intel that 
might reveal that, say, a large Russian 
fraud ring in Brooklyn is bilking auto 
insurers with phony injury claims from 
staged crashes but also looting health 
insurers using stolen identities of hospital 
patients. 

If auto and health investigators were 
in contact more regularly, they might 
discover that both sides were working the 

BY JAMES QUIGGLE
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same outÞ t from different angles. The 
sudden gushers of shared information 
might vastly expand what each knows 
about that ring and individual suspects.

 Combined, that information could 
help identify all the kingpins, pinpoint 
how Ñ and how much Ñ money is be-
ing stolen, speed up arrests, amass more 
evidence needed for convictions, and 
ultimately crush a ring that was much 
larger and costly than either side realized 
working alone.

ÒIf theyÕre committing fraud on one 
side, are they committing fraud on the 
other side,Ó Saccoccio says of many fraud 
rings now operating today. 

The consortium already has taken 
steps in its brief lifespan. 

NHCAA has developed a large data-
base of information on hundreds of fraud 
investigations by its nearly 100 health-
insurer members, plus federal and state 
agencies, much like NICBÕs database of 
suspicious claims. Earlier this year, both 
organizations conducted a cross-matching 
test and found they were investigating 
many of the same medical providers. 
Sharing intelligence across industries 
already has led to convictions of four 
providers.

Data sharing enhanced
Plans call for more data matching 

and enhanced sharing of the databases 
among investigators from the health and 
property-casualty industries. 

The consortium also plans to research 
medical fraud to gain more insight into 
the problem and understand potential 
strategies to curtail dishonest providers. 

One project being considered is to 
study how well state medical boards 
discipline wayward members who commit 
fraud. Boards are important links in the 
anti-fraud chain. Their ability to suspend 
and permanently yank the licenses of 
crooked doctors, chiros and physical 
therapists can limit the damage these pro-
viders can cause. Taking a strong ethical 
stand backed by real-world sanctions also 
may deter would-be defrauders who risk 
losing their livelihood. 

Lacking a license or medical ID num-
ber, providers are virtually shut out of the 

medical and insurance-billing systems. 
Rigorous self-policing by medical profes-
sions thus can work as effectively as jail 
time, and in some ways more so. 

But state medical boards often dolled 
out only light punishment of physicians 
convicted of insurance fraud, a study by 
the Coalition Against Insurance Fraud 

revealed in 1998. Physicians often receive 
only light sentences for committing 
crimes in general, the consumer group 
Public Citizen alleged in a study pub-
lished in 2006.

The consortium also will become a 
hands-on forum to help investigators 
sharpen their techniques by learning from 
the best practices in other lines of insur-
ance. 

A two-day training summit already 
took place in mid-June. Several dozen 
investigators convened for Fraud 101 

sessions involving each otherÕs lines of in-
surance (see sidebar). Organizers plan to 
hold more training summits plus regular 
teleconferences. 

Passing state anti-fraud laws also is 
increasingly difÞ cult as more states focus 
on their budget crises. Consortium activ-
ists will look to combine their industriesÕ 
clout to pass tough laws that can boost 
anti-fraud efforts across diverse lines of 
insurance. 

Fraud Þ ghters magnify their impact 
whenever they join forces. Joint prop-
erty-casualty task forces are rolling up 
staged-accident gangs in Massachusetts, 
Southern California and New York City. 
Health-care fraud Þ ghters use similar ap-
proaches against sleazy medical providers 
and rings. 

Now both sides are working to manu-
facture a larger Þ sh net. If all goes right, 
consortium organizers are convinced 
theyÕll greatly increase the fraud Catch of 
the Day over time. 

ÒCriminals are smart. They leverage 
cutting-edge technology to probe for the 
soft under-belly of the insurance system,Ó 
says the coalitionÕs Dennis Jay. ÒAs a re-
sult, we need to modernize our approach 
to combating them.Ó
______________________________

James Quiggle is director of communications 
for the Coalition Against Insurance Fraud.
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Back to fraud school: learning each otherÕs business 
Rogers and HammersteinÕs elegant Broadway show tune ÒGetting to Know YouÓ ap-

plies well to gritty fraud-busting, consortium-style. 
Dozens of fraud Þ ghters from the auto, health and workers comp worlds took those 

Þ rst knowing-you steps to kick off the new Consortium To Combat Medical Fraud at a 
closed-door training conference in mid-June in Baltimore.

Fraud Þ ghters can better join forces if they learn how each otherÕs investigations and 
fraud crimes operate, even down to the everyday lingo. 

How do health insurers build cases against swindlers? What patterns of suspicious 
claims are likely to trigger a fraud investigation? WhatÕs a PPO, HMO, TPA and ASO? 
WhatÕs the difference between a payer and a provider?

 Fraud 101 applies equally to health investigators. What does an auto policy cover? 
How do staged-accident rings work, and how do sleazy clinics bill auto insurers with fake 
injury claims? How do investigators deploy software to detect suspicious claim patterns? 
What are the elements of a suspicious claim? 

ÒThese are basics for seasoned investigators in their own lines of insurance. But this 
knowledge creates the building blocks of effective new partnerships of the future,Ó says 
the coalitionÕs executive director Dennis Jay. 

If all goes right, 

consortium organizers are 

convinced theyÕll greatly 

increase the fraud Catch 

of the Day over time.



In Br ief
Arsons for insurance money create more than smoke and Þ re. 
They can put lives on the line. Consider two recent cases: Sodium hy-
droxide, gasoline and Þ nancial problems created a Þ ery recipe for insur-

ance fraud in one suspected scheme. But thanks to an emergency dental appointment, 
the Þ rebomb never made it out of the planning stages. Cash-strapped chiro Matthew 
Zarit allegedly plotted to blow up his ofÞ ce building in Park City, Utah to scam his 
insurance policy. Using an arson blueprint he found on the Internet, Zarit was foiled 
at the last minute by a dentist who shared ofÞ ce space in the building. Working on an 
emergency patient late at night, the dentist Þ nished his appointment around 1 a.m.
Upon leaving his ofÞ ce, the dentist discovered containers Þ lled with Þ ve gallons 
of gasoline, plus fuses and a timer in the hallway. He immediately called 911. The 
arsenal was enough to level the building, and the explosion couldÕve damaged nearby 
condominiums. In another case, cold feet may have thwarted a hot Þ re that wouldÕve 
endangered a single mother and her baby. Franklin Lacy Britt planned to burn down 
a rental home at the behest of owner William Angus McGirt of Laurinburg, N.C. But 
a man Britt hired to do the dirty deed refused to go along. Instead, he called 911 and 
police arrested Britt and McGirt. The tip was timely Ñ the mom and her baby lived in 
the targeted home. ÒThe consequences of a house Þ re could have been devastating to 
that family,Ó says North Carolina insurance commissioner Jim Long. 

Wheelchair scam back" res on larcenous triathlete 
Samuel Aaron Brabson took his insurer for a ride Ñ a wheel-

chair ride, to be exact. The Virginia man tried to cash in on a 
$1.3-million accident policy by pretending he was wheel chair-
bound while secretly competing in triathlons. Brabson conned 
his insurance company for 18 months, lying that he could barely 
leave his wheelchair after back and neck injuries from a serious 
car crash. The would-be paraplegic actually was in tip-top physi-
cal shape. He took girlfriends on grueling hikes and competed 
in triathlons while complaining to caregivers about his Òcrummy condition.Ó When 
an acquaintance saw Brabson standing in the checkout line at a grocery store instead 
of sitting in his wheelchair, Brabson told her he was his twin. Brabson has no twin. 
Surveillance video also caught him mowing his lawn and standing on one leg while 
scraping dog excrement off his shoe. ÒI canÕt even do that,Ó the prosecutor joked to the 
jury. BrabsonÕs so-called car crash also was a minor run-in that barely dented his license 
plate and only scraped a little paint. He faces up to 15 years when sentenced.

Honeymoon dive is womanÕs watery murder scene
What seemed like a dreamy honeymoon turned into a death-dealing tragedy. Gabe 

Watson allegedly cut off his wife TinaÕs air supply during a seeming scuba accident off 
AustraliaÕs Great Barrier Reef so he could collect a life-insurance payout, prosecutors 
charge. The Alabama couple was diving a historic wreck in 45 feet of water just 11 
days after their wedding. Tina panicked and drowned after getting caught in an under-
water current, claimed Gabe, a certiÞ ed rescue diver. But he actually was bear-hugging 
Tina underwater just before she drowned, a witness says. Gabe also asked Tina to 
maximize her life policy and make him the beneÞ ciary just days before the wedding, 
her father says. He also asked about her life policy after her death, the insurer says. A 
post-mortem found nothing physically wrong with Tina to cause her death. Her diving 
gear also was in good working order. Investigators reenacted the scenario that Gabe 
provided and concluded that it was inconsistent with TinaÕs death. HeÕs charged in 
Australia and is expected to Þ ght extradition.

Auto  Binh Kim Hoang 
rammed his Mazda into a 
car carrying a woman whoÕd 
spurned him. The San Jose, 
Calif. man then allegedly lied 
to his insurer that the Mazda 
was damaged in an accidentÉ
Owner giveup  New Jersey 
school guidance counselor 
Kenyatta OÕBryant allegedly 
helped a local school principal 
burn up his leased Acura for in-
surance money to avoid $9,000 
in mileage feesÉ Workers 
comp  Ronald Hartner received 
10 years for stealing more than 
$91,000 in workers comp mon-
ey. The Tallahassee man was 
caught loading boxes into a van 
after claiming a work injuryÉ
Fake insurance Ohio attor-
ney Darrell Crosgrove peddled 
bogus malpractice coverage to 
4,500 real estate agents and 
appraisers who paid $7 million 
in premiums. He faces up to 
15 years when sentencedÉ
Insider  Lexington, Ky. claims 
adjuster Kelly Lee Mora forged 
his name on claims meant for 
clients. When an $8,855 check 
wasnÕt made out to the correct 
claimant, authorities arrested 
MoraÉ Theft  Former Falls, Pa. 
police ofÞ cer Matthew Shade 
forged his ex-wifeÕs signature 
to a $5,000 insurance check 
made out to her. Now heÕs off 
the forceÉ Health  Eye doc 
Joseph Mermelstein performed 
needless surgeries on patients 
to inß ate his insurance bill-
ings. The New York surgeon 
received Þ ve yearsÉ Life  
Larissa Schuster of Fresno, 
Cal. knocked out her estranged 
husband Timothy and dumped 
him into a vat of hydrochloric 
acid. She Þ led a life insurance 
claim after his death. Schuster 
received life in prison.
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Fraud reforms
take back seat
to budget crises

State legislatures have largely shut 
down for the year, and the best way to 
describe most results is Anti-Fraud Lite.

With the turbulent economy and 
budget crises soaking up the attention of 
many statehouses Ñ not to mention the 
upcoming fall elections, fraud reforms of-
ten took a back seat. The relatively quiet 
year thus heightens the need for fraud 
Þ ghters to begin planning for an activist 
2009 now.

The coalition already is discussing 
which states to target next year. ItÕs not 
too early for fraud Þ ghters to begin sizing 
up fraud reforms theyÕll pursue in their 
backyards, and thinking about possible 
legislative strategy Ñ including potential 
bill sponsors.

Meanwhile, hereÕs what happened 
around the states in recent months:

Several legislatures tackled a grow-
ing trend: Fraud rings that try to recruit 
real accident victims to seek treatment 
at crooked clinics that bill auto insurers 
for fake and in inß ated treatment. The 
challenge is how to choke off illicit access 
to victims, who often donÕt know theyÕre 
being pulled into cons.

Crash victims shielded
Minnesota will protect crash victims 

from predatory medical providers by 
restricting how victims are contacted. 
Chiros or doctors canÕt knock on doors, 
telephone people or badger victims at the 
crash scene. Instead, medical providers 
only can use direct mail, ads and other 
impersonal approaches. Direct contact is 
allowed only if the victim makes the Þ rst 
approach. 

Texas tweaked police accident 
reports at the request of insurers, 
deleting crash victimsÕ phone numbers 
from the forms. This was an administra-
tive move by the Department of Public 
Safety. Chiros are contesting the 
change.

The District of ColumbiaÕs law 
 restricting any lawyer from soliciting 
victims for 21 days after a crash withstood 
a court challenge this spring. The law was 
passed in 2006. 

Oddly, Maryland repealed its law 
restricting outsider access to police auto 
accident reports. In its place, a new law 
appears to allow access to the reports, but 
makes it a crime to use the reports for 
soliciting accident victims for attorneys 
and lawsuits. WhatÕs missing: stopping the 
accident reports from being used to Þ le 
fraudulent insurance claims. 

In other action, a new Louisiana law 
requires people to sign an afÞ davit when 
reporting auto thefts. People consider-
ing dumping unwanted vehicles to make 
bogus theft claims may think twice if re-
quired to sign a document that can haunt 
them in court.

Making and distributing phony insur-
ance cards also became a speciÞ c insur-
ance crime in Louisiana, and a third bill 
makes it a speciÞ c crime to forge insurance 
documents. 

Schemers out of insurance
Oklahoma is booting wrongdoers from 

insurance. Anyone convicted of a crime 
of dishonesty or breach of trust is barred 
from the insurance business in Oklahoma. 
Non-insurance crimes are included. 

Florida landed hard on agents who 
target seniors for schemes involving 
churning life policies and annuities. 
Churning involves an agent earning a 
large commission by conning victims into 
giving up whole life policies with built-
up value to buy new coverage they donÕt 
need. Fines will rise to $30,000 for each 
scam (currently $20,000), up to a maxi-
mum aggregate of $150,000 (currently 
$100,000). Churning also will rise to a 
third-degree felony. Agents who habitu-
ally bilk seniors would receive a second-
degree felony.

In Br ief

Maryland  now requires insur-
ers to print fraud warnings on claim 
forms and applicationsÉ Iowa  
requires insurers to report suspected 
application fraud to the insurance 
departmentÉ Mississippi  failed to 
move several bills requiring insurers 
to pay property claims within 60-90 
days. The bills targeted insurers, 
forcing them to act faster after disas-
ters such as Hurricane KatrinaÉIn 
Louisiana,  the State PoliceÕs insur-
ance fraud also unit will stay open for 
another two years. The unit wouldÕve 
expired at the end of 2008É New 
York  will give insurers two extra 
months to Þ le their annual reports to 
the insurance department. Insurers 
will have until the middle of March 
instead of JanuaryÉ New York  
also will create a central registry of 
home health care aides, including 
background info and proof of proper 
training. The move stems from the 
AGÕs probe into fraud and corruption 
in home health careÉ New Mexico  
clariÞ ed that health insurers can 
rescind policies or deny claims only 
when the misstatements by policy-
holders are willful or fraudulentÉ
Rhode Island  failed to move a bill 
yanking the licenses of body shops 
that give customers illicit rebates or 
discounts to offset their auto-policy 
deductiblesÉThe Vermont  labor de-
partment will receive workers comp 
insurersÕ state-required fraud plans. 
Previously only the insurance depart-
ment took in the plansÉ Hawaii  
failed to move a bill expanding the 
jurisdiction of the fraud unit beyond 
its sole focus on auto fraud. A similar 
bill also died last year...The National 
Association of Insurance 
Commissioners  will hold its fall 
meeting September 22-24 in the 
Washington, D.C. area. Visit 
www.naic.org...The National 
Conference of Insurance Leg-
islators  will hold its annual meeting 
November 20-23 in Duck Key, Fla. 
Visit www.ncoil.org. 
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leave. With many states facing severe 
revenue shortfalls, thereÕs pressure to 
avoid passing new felony laws that 
send people to prison.

In California, itÕs a felony for a busi-
ness to under-report payroll to reduce 
worker compensation premiums, but 
itÕs only a misdemeanor to fail to buy 
any state-required comp coverage at 
all. Everybody agrees failure to buy 
should be a felony, but no one is push-
ing a bill because the legislature has no 
appetite (or budget) for jailing more 
non-violent felons. 

Sentencing deters
Fraud Þ ghters need to get ahead 

of this developing trend and start 
brainstorming about creative sentenc-
ing that not only will be appropriate 
punishment but serve as a deterrent 
as well. The threat of prison should 
always hang over anyone convicted of 
fraud. Deferred prison sentences can 
be that threat. 

But with real prison time less of an 
option in the future, more focus will be 
on restitution, probation and commu-
nity service. 

Doctors and lawyers could perform 
extensive pro-bono services Ñ and 
in a very public way that warns other 
would-be crooks. Convicted swindlers 
also could speak out against fraud to 
civic, church and other citizen groups.

Community service also should 
include the anti-fraud community. 
Fraudsters should be required to fully 
divulge their tactics so fraud Þ ghters 
can hone their skills. 

Creativity also can go a long way. 
A college student accidentally dropped 
his laptop then lied someone had 
stolen it. The student seemed remorse-
ful, so the insurer only required him 
to write an apology to the company 
president. Nice touch.

This seemed appropriate, but I also 
wouldÕve required him to publish the 
letter in his college newspaper. That 
wouldÕve alerted others that fraud is a 
lousy idea.
______________________________

Dennis Jay is executive director of the 
Coalition Against Insurance Fraud.

Time to get creative in sentencing for fraud
BY DENNIS JAY

A common refrain was heard  
throughout the fraud-Þ ghting community 
when the coalition was formed 15 years 
ago: Few courts take fraud seriously, and 
fewer hand out strong-enough punishment. 

But a sea change in attitudes has oc-
curred since then. Many more prosecutors 
try fraud cases, and more judges hand out 
appropriate sentences. In Florida, you must 
serve at least two years for staging a car 
accident.

Increasingly, judges tell the coalition 
theyÕre tired of seeing the same swindlers 
back in their courtrooms. These judges are 
handing out tougher sentences to send a 
strong signal that insurance fraud is a seri-
ous crime with serious consequences.  

The coalition has tracked 600 criminal 
convictions over the last three years to 
gauge sentencing trends. A cursory look 
says courts are meting out more and longer 
jail time. Probation also appears to be 
tougher, and the length of probation longer. 
Restitution also is automatic in many states.

Still, many cases leave us shaking our 
heads. People have stolen more than $1 
million and never set foot inside a jail, 
while others received two years for lying on 
an auto application.

WeÕll get a Þ rmer handle on sentencing 
trends when formal research is completed 
this year or next. 

But for now, the fraud-Þ ghting com-
munity must grapple with the reluctance 
of many jurisdictions to house non-violent 
criminals.

The number of people supervised by 
the criminal justice system surpassed seven 

million in 2006, the highest ever. States 
spend tens of billions of dollars to house 
offenders, and monitor them when they 

The threat of prison 

should always hang over 

anyone convicted of 

fraud. Deferred prison 

sentences can be that 

threat.


