STATE OF CALIFORNIA
FRAUD ASSESSMENT COMMISSION

Summary Meeting Minutes
Sacramento, California
September 10, 2014

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

Others present: Eric Weirich, Deputy Commissioner, Enforcement Branch, California Department of
Insurance; Martin Gonzalez, Division Chief, Enforcement Branch, Laureen Pedroza, Bureau Chief,
Enforcement Branch; Vanessa Himelblau, Senior Staff Counsel, Legal Division.

Chairperson Marshall opened the meeting and asked for a motion to approve the submitted summary
minutes from the June 18, 2014 meeting.

Motion
Commission Member Riggs made a motion to accept the June 18, 2014 summary minutes as submitted.
Commission Member Sherman seconded the motion.

Action
The Fraud Assessment Commission (FAC), voted 6-0 with one abstention, to approve the summary
meeting minutes; Dante Robinson abstained.

Chairperson Marshall introduced Dante Robinson as the designate of the State Fund CEO and then
proceeded to turn the meeting over to Deputy Commissioner Weirich, who introduced Vern Pierson, the
District Attorney for El Dorado County and Co-Chair of the D.A.’s Association Insurance Fraud
Commission.

Workers’ Compensation Program Overview

Deputy Commissioner Weirich and District Attorney Pierson co-presented the Workers’ Compensation
Program Overview for 2013-14. Their presentation included video clips and slides. They stated the
strong, collaborative partnership of CDI and the District Attorneys, and their close working relationship
with the insurance industry, State Fund, self-insureds, insureds and labor groups to fight fraud.
Highlighted in the presentation was the collaboration in statewide cases, working with the smaller and
larger counties on standard to very complex investigations and prosecutions.

Deputy Commissioner Weirich and District Attorney Pierson began by highlighting some statistics.
National Insurance Crime Bureau (NICB) indicates Workers’ Compensation fraud is approximately $7.2
billion. The Insurance Institute puts property and casualty fraud around $30 billion, with 25% of that as
workers’ compensation fraud. CDI Fraud Division alone has 177 health care fraud cases with losses over
$1.8 hillion.

Deputy Commissioner Weirich and District Attorney Pierson continued with some specific cases. First
mentioned was the Michael Drobot case (he was the former owner of Pacific Hospital). This investigation
began in 2009; Drobot pled guilty earlier this year and his sentencing will be in December; the Drobot
case alone has approximately $500 million in fraudulent billing. Orange County took the lead on
Landmark Medical; 15 indictments, $105 million. Riverside CDI took the lead on a case encompassing
nine clinics in Los Angeles, Riverside and Orange counties; those clinics are now closed and there is
potential $50 million in fraud.



Deputy Commissioner Weirich shared that Insurance Commissioner Dave Jones feels strongly about
combatting the underground economy. Experts agree that given California has the eighth largest
economy in the world, our underground economy likely totals into the billions of dollars. CDI and the
District Attorneys have ramped up their role in combatting the underground economy. Together with their
allied agencies, they have been going out to identify the targets. They have shared data back and forth
and completed massive enforcement and education sweeps, called Operation Underground.
Commissioner Weirich stated that “Never have we had the collaborative system that is present now. “

Deputy Commissioner Weirich then introduced Nancy Kincaid, CDI's Press Secretary, who has been
working to get the word out more effectively and with a deterrent message. With changing their approach,
using Flickr, graphics, photos and videos, fraud cases are getting more media attention, including
international press. Ms. Kincaid cited specific examples where the deterrent message seems to be
working. The Press Office is working closely with the County District Attorneys, and has sent out joint
news releases which have worked exceedingly well. Again, the collaboration is there, from discussing
who’s going to take the lead to targeting the message for each media market to be most effective.

Deputy Commissioner Weirich and District Attorney Pierson gave another couple of examples of the
partnership in the fight against fraud. CDI, the District Attorneys and the insurance industry have come
together in a partnership to provide health care fraud training. This year will be the third year in continued
training, Health Care 303, with sessions being held in both northern and southern California. Another
outreach has been responding to natural disasters; CDI and task force partners have been going out
immediately after the disaster and talking with victims to make sure they are not victims again.

Deputy Commissioner Weirich stated that for the past four years, the Workers’ Compensation Fraud
Program has maintained stable funding at $53 million. In the past three years (the fourth year statistics
are not available yet) there have been 16,000 fraud referrals, almost 10,000 investigations, almost 3,000
arrests, 2800 prosecutions, 2,000 convictions, chargeable fraud of $437 million and cases right now that
total $750 million. Deputy Commissioner Weirich concluded the presentation, asking the Commission for
a 10% increase ($5.3 million) to the assessment; for a total of $58 million; and asked if there were any
guestions.

Commissioner Smith asked if the results in the three years have been increasing, decreasing or basically
staying the same; Commissioner Weirich responded the results have been increasing.

Chairperson Marshall thanked the presenters. Commissioners Garcia, Williams and Sherman and Riggs
expressed appreciation for the excellent presentation and comprehensive overview of the Workers’
Compensation program. Commissioner Sherman stated, “I think the collaborative effort is what’s going to
win this war.”

Commissioner Marshall resumed the meeting after a brief recess, asking if District Attorneys wanted to
present additional information to what was presented for their 2015-16 prospective budgets.

Ms. Jeanne McCullough from Sacramento County came forward to ask the Commission to increase their
funding so that Sacramento County can maintain their current level of staffing.

Chairperson Marshall then called for public comments. With no takers, he moved to the next agenda
item.



Determination of the Aggregate

Chairperson Marshall began with thanking the District Attorneys and CDI for what he stated was the best
presentation he’s seen in his years on the Commission. He appreciated that it provided information that
the Commission has been asking about for some time. Chairperson Marshall stated, “That if the
Commission chooses to increase the assessment, it is not a raise; it is a part of funding the fight.” In fact,
he reiterated that the Commission does not decide how much money a prosecutor gets; the panel, by
statute, has only two members of the Commission, which is not even a majority. Chairperson Marshall
asked that should the assessment be raised, the assessment should be used to continue the efforts to
combat the worst of the fraud. Chairperson Marshall then went on record that he supports the increase in
the assessment. Chairperson Marshall then called upon Commissioner Robinson.

Commissioner Robinson stated that from a State Fund perspective, he wants to have as much resources
available to fight fraud and increase the outreach to prevent fraud from happening. He feels there is a
need for an increase in funding; however as this is his first meeting he will be abstaining from the vote.

Commissioner Garcia stated that many have been struggling with the budgets and keeping up the good
fight despite the economic realities. She stated our motivator has to continue to be the injured employers
and exploited injured workers. Commissioner Garcia sees it necessary to increase the assessment; crime
and the workforce continue to increase, and the war chest needs to as well.

Commissioner Sherman wanted to echo the comments in terms of how excited he is regarding what was
presented today. He stated that he is inclined to agree with an increase in the assessment.

Commissioner Riggs echoed his thanks for the presentation and for all the work that has been done

across the State of California. Commissioner Riggs stated he supports the idea of the increase in the
assessment. Mr. Riggs noted this is not a raise, but a challenge to drive the strategy forward, keep it
moving and sustaining the fight.

Commissioner Williams agreed that the fight against fraud is moving forward in a positive way. The
numbers are impressive and he commends everyone for doing the amount of work they’ve done with
less. He is definitely in favor of the increase.

Commissioner Smith commended the efforts for moving forward. Regarding the increase, he is for that
as well; but with more money comes more responsibility. These are competitive grants. If a county
doesn’t perform, there will be a price to pay. “The increase is not a raise,” stated Mr. Smith.

Public Comment

Chairperson Marshall opened the floor for public comment. Deputy Commissioner Weirich asked to
comment. He stated the increase is not being looked upon as a pay raise; it's to go after the massive
fraud problem in the State of California. The strong partnerships have been established to fight that
fraud.

Chairperson Marshall asked for a motion regarding the assessment for FY 2015-2016.
Motion

Commission Member Smith made a motion to increase the assessment to $58,862,000. Commissioner
Williams seconded the motion.



Action
The Fraud Assessment Commission (FAC) voted 6-0 with one abstention, to approve the 2015-16
Assessment at $58,962,000; Dante Robinson abstained.

Chairperson Marshall then addressed Commissioner Smith’s request regarding a subcommittee on the
Request for Application (RFA) process. The RFA process is owned by the Department of Insurance. The
statute sets down specific measurements that make up the backbone of the RFA process. Commissioner
Smith would like to convene a subcommittee to make recommendations to CDI. The subcommittee can
only be comprised of Commissioners, per the By Laws, and there can be no more than three on the
subcommittee. Commissioner Sherman volunteered to participate with Commissioner Smith and the
subcommittee of two was established.

Chairperson Marshall then asked for any closing remarks; as there were none, he asked for a motion to
adjourn the meeting.

Motion
Commission Member Smith made a motion to adjourn. Commission Member Sherman seconded the
motion.

Action
The Fraud Assessment Commission unanimously approved. The meeting was adjourned at 12:18pm.



