STATE OF CALIFORNIA
FRAUD ASSESSMENT COMMISSION

Summary Meeting Minutes
Sacramento, California
September 12, 2012

In attendance: Don Marshall, Chair; Joel Sherman, Vice-Chair; and Commission
Members Lilia Garcia and John Riggs.

Others present: Rick Plein, Deputy Commissioner, Enforcement Branch, 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 minutes from the June 20, 2012 meeting.

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

Action
The Fraud Assessment Commission (FAC) unanimously passed the summary meeting
minutes.

Chairperson Marshall called on each of the 36 grant-funded counties to provide
voluntary oral presentations on their Fiscal Year (FY) 2013-2014 proposed budget and
plan. The 36 grant-funded counties requested a total of $37,863,551 for FY 2013-2014.
Counties electing to make a presentation to the FAC were: Alameda, Amador, El
Dorado, Fresno, Imperial, Kern, Kings, Los Angeles, Monterey, Orange, Riverside, San
Bernardino, San Francisco, Santa Clara, Tulare, Ventura and Yolo. In summary, most
counties requested to maintain or increase staff, focus on high impact fraud cases and
outreach, and to pool resources to work more effectively.

District Attorney Report

Gary Fagan, Co-Chair of the California District Attorney Association (CDAA) Insurance
Fraud Sub-Committee, spoke on behalf of CDAA. Mr. Fagan commented, “Survival
depends on adequate funding to reach the goals that you set and the goals that we
have in seeking justice.” Mr. Fagan expressed concern regarding the government
losing the ability to raise revenue through taxes and fees. Additionally, county general
funds are shrinking, and when this occurs, general funds are taken away from all
departments. Mr. Fagan noted that with the economic realities of local government, any



reduction in the Workers’ Compensation Insurance Fraud funding would inhibit the
district attorneys efforts.

Fraud Division Report

Rick Plein, Deputy Commissioner, Enforcement Branch presented the annual FY 2011-
2012 Fraud Division Report to the FAC. Deputy Commissioner Plein highlighted a few
significant cases the Fraud Division worked on in conjunction with the district attorney
offices, including medical provider and premium fraud cases which resulted in arrests
and convictions. California Department of Insurance (CDI) currently has 50 medical
provider investigations with about $121 million in suspected fraud and 178 premium
fraud cases with about $112 million in suspected fraud under investigation. Fraud
Division continues to take on complex and labor intensive investigations while
maintaining a balanced caseload.

“‘Our goal is to produce quality and cost effective investigations which result in
successful enforcement actions,” remarked Deputy Commissioner Plein. Deputy
Commissioner Plein noted critical elements required in order to accomplish this goal:
Aggressive outreach, partnering with district attorneys’ offices, and working together
with insurance companies, self-insured employers, business owners and labor.

In the past year, CDI has seen an increase in uninsured employers and employers
defrauding employees. Earlier this summer, CDI conducted a sweep with our allied
partners focusing on 12 counties throughout the state. The sweep generated case work
for CDI, Employment Development Department (EDD) and the Contractors State
Licensing Board (CSLB).

Additionally, Fraud Division participates in the Joint Enforcement Strike Force (JESF).
The JESF is responsible for enhancing the development and sharing of information
necessary to combat the underground economy, to improve coordination of
enforcement activities, and to develop methods to pool, focus and target enforcement
resources.

In the last year, Local Assistance and Fraud Grant Audit Units provided training
throughout the state for district attorney offices on the administration of the grant
programs, audit of grant programs, and operational issues. Deputy Commissioner Plein
reminded the district attorneys that there are currently two training PowerPoint
presentations on the CDI website.

Deputy Commissioner Plein acknowledged the accomplishment of achieving CDI's
hiring goals this year. The Department hired 38 investigators in our Regional Offices
statewide, three general auditors were hired, as well as support staff for our forensics
lab.



At the conclusion of his presentation, Deputy Commissioner Plein asked the FAC if they
had any questions. Commission Member Garcia raised the issue as to whether or not
CDI was working with the Governor’s Joint Enforcement Strike Force and the Division of
Labor Standards Enforcement (DLSE). Deputy Commissioner Plein confirmed that CDI
is continuously working with both entities.

After concluding his report, Deputy Commission Plein respectfully requested stable
funding for the Fraud Division at $21,395,608 for FY 2013-2014.

Public Comment
Chairperson Don Marshall asked for any public comment before the FAC moved to their
discussion to determine the Workers’ Compensation Aggregate Assessment.

There was no public comment.

Determination of the Aggregate
The Fraud Assessment Commission began their discussion regarding the aggregate
assessment for Fiscal Year 2013-2014.

Commission Member Garcia thanked everyone for the remarkable effort being put forth
and the creativity in the fight against fraud. Commission Member Garcia noted that she
was particularly impressed that 50% of the speakers mentioned wage theft, which is
very important to her personally and professionally.

Commission Member Sherman wanted to extend thanks for another successful year.
Commission Member Sherman commended the district attorneys for the “creativity that
is necessary to really effectively do more with less.” Commission Member Sherman
echoed Commission Member Garcia’s concern about wage theft; providing examples
on how Workers’ Compensation Fraud is wage theft in one form or another.

Commission Member Riggs was pleased to hear of the collaborative efforts being put
forth. “No matter what business we’re in, we’re all faced with doing more with less.”
Commission Member Riggs commended the district attorneys for their efforts on
premium fraud, outreach, arrests and convictions.  Commission Member Riggs
remarked that he was disappointed that not all grant funded counties provided a
presentation to the FAC.

Don Marshall, Chairperson, described conditions to be considered in making the
determination of the Workers’ Compensation fraud aggregate assessment: The desire
to fight fraud, monetary assessments to employers and self-insured employers, rising
Workers’ Compensation rates, and an economy that appears to be recovering slowly.
“‘We have to look at everything when determining whether or not the right thing to do is



to hold steady on the current assessment, raise or lower the current assessment,”
remarked Chairperson Marshall. “It is my opinion, as Chairman of the Fraud
Assessment Commission, that we maintain the current funding level.”

Chairperson Marshall asked if there were any further comments from the Commission
Members regarding the discussion. Being none, Chairperson Marshall asked for a
motion.

Motion

Commission Member Sherman made a motion to maintain the existing funding levels at
$21,395,608 for the Fraud Division, and $31,774,392 for the district attorneys. In
addition, there is $200,000 in incidental expenses, $75,000 for DIR notification for a
total funding of $53,445,000.

Deputy Commissioner Plein noted the Department has $4,315,606 in the Workers’
Compensation Fraud Account (WCFA) that can be utilized to offset the aggregate.

Chairman Marshall commented that utilizing the funds in the WCFA would reduce the
total collection to $49,129,394.

Commissioner Garcia seconded the motion.

Action
The Fraud Assessment Commission unanimously approved the motion.

Motion
Commission Member Garcia made a motion to adjourn the meeting.

Commission Member Riggs seconded the motion.
Action
The Fraud Assessment Commission unanimously approved

The meeting was adjourned at 12:36pm.



