STATE OF CALIFORNIA
FRAUD ASSESSMENT COMMISSION

Summary Meeting Minutes
Sacramento, California
June 20, 2012

In attendance: Don Marshall, Chairperson; Commission Members Lilia
Garcia, Carol Newman, Joel Sherman, Jiles Smith, John Riggs, and Douglas
Williams.

Others present: Rick Plein, Deputy Commissioner, Enforcement Branch,
California Department of Insurance; Eric Weirich, Division Chief,
Enforcement Branch; Robert Yee, Bureau Chief, Fraud Division — Northern
Region; Vanessa Himelblau, Senior Staff Counsel, Legal Division.

Chairperson Don Marshall opened the meeting by asking for a motion to
approve the submitted summary minutes from the January 11, 2012
meeting.

Motion
Commission Member Williams made a motion to accept the summary
minutes as submitted. Commission Member Garcia seconded the motion.

Action
The summary minutes were unanimously passed.

Chairperson Marshall moved to the subject of opiates and Workers’
Compensation fraud. This issue was the topic of the guest speaker, Alex
Swedlow, from the California Workers” Compensation Institution (CWCI), at
the last meeting. Commission Members Newman and Sherman were
assigned with the task of taking a more detailed look into the issue.

Commission Member Newman reported that there is going to be updated
information coming out from (CWCI). The information indicates a decrease
in the number of prescriptions of opioids. Therefore, it is the
recommendation of Commission Member Sherman and Commission Member
Newman that no further examination is needed.

Fraud Division Report

Deputy Commissioner Plein began by recognizing the Enforcement Branch
staff for all of the work they put into the Workers’ Compensation Grant
Review Process.



The Review Panel was comprised of the following: Two members of the
Fraud Assessment Commission (FAC), Chairperson Don Marshall and Vice
Chairperson Joel Sherman; the Director of the Department of Industrial
Relations or designhee, Susan Hamilton; an expert in consumer crimes and
prosecution designated by the Insurance Commissioner, Janice Doi; Chief of
the Fraud Division or designee, Eric Weirich.

Deputy Commissioner Plein reminded the Commission of the determination
of funding process: How the Review Panel shall evaluate each county’s
application. The Review Panel final recommendations will be presented to
the Insurance Commissioner, and the Insurance Commissioner’s
recommendation on the distribution of funding to the Fraud Assessment
Commission for their advice and consent.

Deputy Commissioner Plein noted that the Fraud Assessment Commission
determined a funding level of $31,774, 392 to be available for distribution to
District Attorneys’ Offices for Fiscal Year 2012-13. This year, the
Department received 37 applications representing 41 counties requesting
$37,349,201, which was $5.5 million more than what was available for
distribution.

Chairperson Marshall asked for a report on the Review Panel Process.

Commission Member Sherman, acknowledged that this was his first time on
the Review Panel and remarked that it was a very involved process. Certain
elements were given to the Review Panel Members as guidance for
evaluating each individual application. Commission Member Sherman noted
that he found two items to be of particular importance: a county’s unfunded
contributions to their program; per the Regulations, the funds should be “an
enhancement” to their existing program. Commission Member Sherman also
focused on the county’s progress, investigations, number and type of
convictions, balanced caseload and creativity in the way the funds were
used.

Chairperson Marshall noted that this was his second year on the Review
Panel. He mirrored what Commissioner Sherman stated, and commented
that we have the same funding as the prior year, so if you are going to
provide more funding to a particular county, it's because their program is
“hitting on all cylinders”; that means there is a county that will lose funding.
Chairperson Marshall remarked that it was refreshing to see counties coming
up with ways to work within the funding constraints and still maintain a
robust anti-fraud program.

Division Chief, Eric Weirich commented on his experience on the Review
Panel. Division Chief Weirich echoed the comments that were previously



mentioned. He noted that this is a very involved process and stressed that
the Fraud Division is here to assist the District Attorneys’ Offices throughout
the year. “We've got to come together and be strong partners”, stated
Division Chief Weirich. The Department is here to help improve the fraud
program in each of the grant funded counties.

Commission Member Sherman complimented Division Chief Weirich on his
Chairmanship of the Review Panel Meeting. “You did an excellent job of
keeping us all in line”, remarked Commission Member Sherman.

On, June 12", Deputy Commissioner Plein and Division Chief Weirich met
with the Insurance Commissioner to go over the recommendations of the
Review Panel which convened on June 6" Deputy Commissioner Plein noted
that each county was discussed including justification of the Review Panel’s
recommendations with the advice and consent of the Fraud Division as to
the most effective distribution of the money.

Deputy Commissioner Plein read a funding determination letter from the
Insurance Commissioner into the record. The Insurance Commissioner
made two adjustments to the Review Panel’s recommendations: Decrease
Plumas County by $4,304 and increase Tulare County by $4,304. The
Insurance Commissioner expressed gratitude to the District Attorneys for
their efforts to help fight insurance fraud.

Public Comment
Chairperson Marshall opened the floor for public comment. There were no
comments.

Chairperson Marshall moved on to the advice and consent of the Fraud
Assessment Commission. Each commission member was provided with a
copy of the Insurance Commissioner’s letter and funding determination.
This is the opportunity for each commission member to comment starting at
one end of the table. Chairperson Marshall began by looking to Commission
Member Smith.

Commission Member Smith commended Chairperson Marshall and Vice
Chairperson Sherman for doing an outstanding job on the Review Panel. He
finished by stating he thought the recommendations where “solid”.

airperson Marshall: ommissioner Newman-

Ch Marshall: “C N ?"

Commission Member Newman: "“I also think this is a solid
recommendation”.

Chairperson Marshall: “Commissioner Garcia?”

Commission Member Garcia: “No comment”.

Commission Member Sherman: "I think I've already made my comments”.



Chairperson Marshall: “Commissioner Riggs?”

Commission Member Riggs: “My compliments and no additional comments”.
Chairperson Marshall: “Commissioner Williams?”

Commission Member Williams: Thanked the two Commissioners that were
on the panel.

Chairperson Marshall asked for a motion to be made to accept the
determination of funding by the Insurance Commissioner.

Motion

Commission Member Newman made a motion to accept the Insurance
Commissioner’s funding determination. Commission Member Garcia
seconded the motion.

Action
The Insurance Commissioner’s funding determination was unanimously
passed.

Chairperson Marshall moved to the next agenda item by asking Commission
Member Garcia to introduce the guest speaker.

Commission Member Garcia introduced Elliott Beckelman, Criminal Expert
with the Division of Labor Standards Enforcement (DLSE). Mr. Beckelman
currently oversees the newly established Criminal Investigation Unit for
DLSE.

Mr. Beckelman began by providing an overview of his prosecution
background. He discussed the Criminal Investigation Unit of DLSE, created
by Julie Su, the new Labor Commissioner. Ms. Su put together a unit to
identify, investigate and participate in the prosecution of labor code
violators. DLSE has 33 open cases and is starting to form relationships.
DLSE is reaching out to District Attorneys’ Offices and the Fraud Assessment
Commission today to make our services available to you. DLSE sees a direct
link between labor code violations and workers’ compensation fraud.

Mr. Beckelman continued by stating the agency is going after “the big
players, the egregious violators, the repeat violators.” DLSE is focusing on
wage theft, misclassification and human trafficking. Our job is “to get
payment to workers and put the bad employers in jail”, remarked Mr.
Beckelman.

The DLSE Criminal Investigation Unit is able to identify the cases that have
merit for purposes of prosecution. DLSE can investigate these cases, and
present to the District Attorneys to see if they are interested in prosecuting.
DSLE would like to partner with the District Attorneys and work together.



There were several questions and comments for Mr. Beckelman from the
commission members.

Commission Member Garcia remarked that she was excited to see the
tremendous effort to combat insurance fraud put forth by The Department of
Insurance and the District Attorneys’ Offices. As well as the effort put forth
by the Employment Development Department in combating tax evasion.
Commission Member Garcia believes there has been “a missing partner at
the table”; DLSE fills that void. Essentially, we want employers to know that
no crime will go unpunished. Commission Member Garcia advocates a
partnership with DLSE to strengthen Workers’ Compensation fraud
prosecution. She finished by thanking Mr. Beckelman for his presentation.

Chairperson Marshall announced that the next FAC meeting would be
Wednesday, September 12, 2012 in Sacramento. This meeting will be to
determine the workers’ compensation aggregate assessment for Fiscal Year
2013-14.

Ms. Spaid, Enforcement Branch Liaison to the FAC, wanted to make one last
remark before the meeting came to a close. She stated that the letter from
the Insurance Commissioner with the funding awards for the counties is now
available on the back table.

Chairperson Marshall asked for a motion to adjourn the meeting.

Motion:
Commission Member Garcia made a motion to adjourn. Commission
Member Riggs seconded the motion.

Action:
The FAC unanimously approved.

Meeting adjourned at 11:13am.



