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STATE OF CALIFORNIA
Dave Jones, Insurance Commissioner

DEPARTMENT OF INSURANCE
300 Capitol Mall, Suite 1700
Sacramento, CA 95814

(916) 492-3500

(916) 445-5280 (FAX)
Insurance.ca.gov

August 1, 2016

The Honorable Edmund G. Brown, Jr.
Governor

State of California

State Capitol, Suite 1173
Sacramento, CA 95814

Dear Governor Brown:

| am pleased to provide you with the 2015 Annual Report of the Insurance Commissioner as
required by California Insurance Code (“CIC”) section 12922. The report describes in detail the
work of the California Department of Insurance (CDI). The department’s core function, as the
regulator of the sixth largest insurance economy in the world with insurers collecting more than
$259 billion in premium annually in California, is protecting consumers and the integrity, health
and vitality of the insurance marketplace. The mission of CDI is "Insurance protection for all
Californians.” We succeed in our efforts by enforcing insurance laws and regulations, assisting
consumers in their dealings with insurers, and using innovation to improve services for insurance
producers and consumers.

My administration has made considerable progress on an ambitious consumer and business
protection agenda. As of publication, the following are highlights of what the department has
accomplished since | took office on January 3, 2011:

Health Insurance Reform

o Worked with federal and other state agencies to implement the Affordable Care Act
(ACA) in California.

o Issued regulations to implement and enforce the federal ACA, including individual and
small group market reforms, prohibitions on denying consumers insurance policies
based on a pre-existing condition, and strengthening the department’s Independent
Medical Review (IMR) program.

o The department also issued regulations resulting in increased consumer access to
prescription drugs, mental health and substance abuse disorder benefits, treatment for
gender dysphoria for transgender Californians, and treatment for pervasive autism
disorder (including behavioral treatment). In addition, the department issued emergency
network adequacy regulations detailed below to address systemic problems consumers
experienced accessing providers.
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¢ Reviewed and submitted comments on humerous major federal ACA regulations. The
department's comments assisted the federal government in issuing final regulations for
the implementation of the ACA reflecting California's strong consumer protection interest
and experience.

Assisted Covered California in establishing California’s Health Benefit Exchange.

e Managed over $2.1 million in federal grant money to expand health insurance rate
review to evaluate whether filed rates are unreasonable.

e Awarded an additional $589,500 to further the department’s rate review and price
transparency work. CDI provided $225,000 in the form of grants to consumer
organizations to increase public participation in the rate review process.

o Implemented the Online Medical Price and Quality Transparency Project using federal
grants of approximately $5.2 million awarded to the department over the last three years.
In partnership with UC San Francisco and Consumer Reports, the department
developed California Health Care Compare — where consumers can look up information
about cost and quality and see a range of estimated costs for their region for more than
100 different medical procedures.

e Secured federal funding to enhance consumer assistance pertaining to the ACA. The
department used these funds, in part, to enhance our consumer call center and redesign
our website so that information is more easily accessed using mobile devices. This
allows consumers greater ease in accessing information about the ACA.

e Saved consumers more than $72 million by issuing and enforcing Medical Loss Ratio
regulations that require insurers to spend more of their collected premiums on actual
medical care rather than administrative expenses.

¢ Reviewed more than 3,350 insurance policy forms for compliance with new
requirements, benefits, and consumer protections.

Required health insurers to provide treatment for autism, including behavioral treatment.

e Began preparation for public hearings to assess the impact on consumers and
California’s health insurance market of three large health insurance mergers. CDI
gathered financial, coverage, quality, and other data for use in three hearings scheduled
for early 2016 on the proposed mergers.

Premium Savings

¢ Reviewed 332 health insurance rate filings in the individual and small group health
insurance markets and obtained reductions in proposed rates, resulting in $312 million in
premium savings for individuals and small businesses. The department, however,
continues to lack the authority to reject excessive rate hikes and health insurers continue
to implement excessive and unreasonable rate increases.

o Processed over 39,536 property and casualty insurance rate filings under Proposition
103 during our first 65 months. The department reduced the overall amount of requested
rate increases by $1.093 billion and obtained over $1.562 billion in rate reductions,
totaling over $2.655 billion in savings to California consumers and businesses. This total
includes approximately $975 million in rate reductions for personal auto coverage and
$616 million in rate reductions for personal homeowners’ coverage.

o Lowered medical malpractice insurance rates saving doctors, dentists and other medical
providers $61 million annually in premiums.

e Assisted financially distressed homeowners by requiring insurers who sell "forced placed
homeowner insurance" to reduce their rates for a total of $64 million annually in premium
savings.
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e Approved a rate decrease of 12.5 percent for California Earthquake Authority (CEA)
policyholders. Also approved changes to the CEA residential insurance policies to
provide consumers with more coverage options.

Insurance Fraud

¢ The department administered five distinct local assistance grant programs which award
funds to district attorneys for the investigation and prosecution of insurance fraud and
insurance related crimes. During fiscal year 15/16, we reviewed application requests and
awarded grants totaling approximately $63.5 million in funding to district attorneys. These
programs resulted in 4,626 arrests and 10,041 convictions from fiscal year 11/12 through
what has been reported for fiscal year 14/15 to date.

e A team of investigators was established to investigate complaints regarding ACA
implementation. From October 2013 to May 2016, the Enforcement Branch handled 113
complaints and inquiries.

e In 2015, the Enforcement Branch continued to fight the underground economy by joining
forces with allied agencies such as the Contractors State License Board, Employment
Development Department, Department of Industrial Relations, and Franchise Tax Board.
We continue to be an active participant with the Joint Enforcement Strike Force (JESF).

o The case of a company called, “Good Neighbor Services,” is an example of an
underground economy case where CDI played a lead role with other agencies in
the investigation. In this case, the owners of the company, Steven and Stephanie
Kwon, owned a janitorial company accused of using straw owners and a shell
game to conceal the existence of hundreds of hotel workers to avoid paying
millions in insurance premiums and payroll taxes. This case is still in the
prosecution phase.

e The department investigated and worked with district attorneys to secure convictions for
insurance fraud against seniors. For example:

o Michael and Melissa Woodward were investigated by CDI and arrested on a
multimillion-dollar scam bilking hundreds of seniors across 10 states and pleaded
guilty to several felony counts. The court ordered over $3 million in restitution for
the victims and Michael Woodward was sentenced to 11 years in state prison.

0 Joseph Anthony Mele was investigated by CDI on multiple felony counts of financial
elder abuse, grand theft and embezzlement. Mele gained the trust of two elderly
victims, age 93 and 74, and he purchased, sold and repurchased long-term
annuities without their knowledge, which ultimately resulted in the victims losing
over $2 million combined. Thanks to the persistence of the California Department
of Insurance Investigation Division, the victims received all of the surrender fees,
penalties and interest back from the insurance companies and Mele was
sentenced to 10 years in state prison.

e The department joined forces with its JESF partners to conduct a statewide sweep of
contractors operating in California’s underground economy. The department collaborated
with the Contractors State License Board, the Employment Development Department and
local District Attorney’s Offices covering Sacramento Valley, San Francisco Bay Area,
Silicon Valley area, Fresno area, Los Angeles, Inland Empire, and San Diego. Safety,
licensing, and insurance violations were found at 20 locations visited.

¢ In November 2013, we settled a major qui tam case against Sutter Hospital and Multiplan,
a preferred provider organization. The case involved allegations of false medical billing
practices. Sutter and Multiplan agreed to settle the case just before trial for a record $46.95
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million.

e In December 2015, a $23.2 million settlement was reached by CDI and whistleblowers
with pharmaceutical company Warner Chilcott to resolve a lawsuit alleging drug marketing
fraud in violation of state law.

e The department's portion of the settlement proceeds from the Sutter case has been used
to create an enhanced fraud investigation and prevention program. Over $3.5 million will
be used for up to 32 four-year limited-term positions for enhanced anti-fraud efforts,
including investigation of additional cases and civil litigation workload associated with
California’s false and fraudulent insurance claims act. As part of this program beginning
fiscal year 14/15, $1 million annually over four years will be provided for local assistance
to district attorneys to investigate and prosecute Disability and Healthcare insurance
fraud. The department’s portion of the settlement proceeds will be used to create an
enhanced investigation and fraud data analytics program. A total of $6.46 million will be
received over a five-year period and will be used to fund eight Investigation Division
positions focused on the investigation and prevention of Life and Annuity fraud cases with
an emphasis on cases targeting seniors. Additionally, these funds will be used to
implement a fraud data analytics program that will improve the Fraud Division’s ability to
identify trends, patterns and high impact cases.

e Successfully investigated a multi-million dollar workers’ compensation insurance fraud
conspiracy involving 18 defendants, including seven Southern California based medical
professionals. Defendants were charged with a sophisticated kickback and bribery
scheme that bought and sold patients and put profits ahead of patient medical
needs. This case is currently being prosecuted by the United States Attorney General
and the San Diego District Attorney’s office.

Legislation and Requlations

e Inthe 2011 calendar year, nine CDI sponsored bills were signed into law. These include
bills which 1) protect seniors from fraudulent activities while purchasing annuities; 2)
ensure that agents and brokers do not engage in predatory practices in the selling of
reverse mortgages; and 3) require disclosure in workers’ compensation policies in order
to save businesses from unexpected costs.

e In the 2012 calendar year, five CDI sponsored bills were signed into law. These include
bills which 1) reinstate specified conduct standards and requirements for all bail fugitive
recovery persons (bounty hunters); 2) increase funding available to district attorneys and
CDI to investigate and prosecute health and disability fraud; and 3) improve the
predictability of long-term care insurance rates.

e In the 2013 calendar year, four CDI sponsored bills were signed into law. These include
bills which 1) adopt solvency standards to help prevent insurers and insurance groups
from collapsing, providing a financial boost to California’s economy of more than $460
million by 2016 through increased investment and tax incentives in California’s
underserved communities; and 2) eliminate the sunset on three insurance related special
assessments used to fight insurance fraud.

¢ In the 2014 calendar year, nine CDI sponsored bills were signed into law. These include
bills which 1) allow California’s small businesses to maintain their existing small group
health insurance coverage for their employees for an additional year; 2) protect seniors
by requiring that insurers provide seniors with additional disclosure notification and
protection when purchasing an immediate annuity; and 3) expand California’s Low Cost
Automobile Insurance Program to allow more low-income Californians the opportunity to
purchase affordable automobile insurance, most importantly newly licensed non-citizen
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individuals who will receive a driver’s license pursuant to Assembly Bill 60 of 2013.

e Inthe 2015 calendar year, seven CDI sponsored bills were signed into law. These
include bills which 1) modernize insurer reserve practices to more appropriately align
with risks actually assumed by the individual insurer so that consumers and
policyholders are protected; 2) protect seniors by requiring insurers to give a clear
disclosure of their long-term care benefits available; 3) place additional safeguards on
annuity products to ensure better financial security for consumers; 4) expand a life
insurer’s ability to transact specified insurance-related business electronically with the
prior opt-in consent of the consumer; and 5) grant $3 million in earthquake seismic
retrofit funding to protect Californians from the dangers of earthquakes through the
Earthquake Brace and Bolt program that strengthens homes.

e The department manages roughly 30 rulemaking projects at any time, and issues
approximately 15 regulations on an annual basis. From 2011 to 2015, the department has
managed 167 rulemaking projects and issued (and received OAL approval) for 90
rulemaking projects. In 2015, the department issued 11 regulations. These regulations
cover health care, life, property and casualty, and workers’ compensation insurance as
well as financial solvency and insurance producer (agent and broker) issues. Significant
matters (2011-2015) include:

o Medical Loss Ratio establishes an annual medical loss ratio that requires 80
percent of premium dollars be used for medical treatment for individual and family
policies.

o Principally at-fault clarifies the procedure that an insurer must follow to determine
that the driver is principally at-fault for an automobile accident.

o Essential Health Benefits implementation of the ACA and Essential Health Benefits
requirements in California.

o AB 2470 regulations establish procedures for the Commissioner's review of
complaints of policy cancellations and rescissions.

o Gender Non-Discrimination prevents discrimination by health insurance
companies on the basis of gender identity.

o Mental Health Parity mandates that medically necessary treatment for autism is
covered in health insurance policies.

o Aftermarket parts and reasonable estimates establishes standards for automobile
repairs and the use of aftermarket parts, by increasing the consumer protections
regarding insurer estimates and replacement parts used in vehicle repairs.

o Premium taxes permits insurers to continue to file premium tax returns on an
accrual basis (written) rather than only on a cash basis (received), possibly saving
the State of California as much as $390 million dollars in fiscal year 2011/12.

o Provider Network Adequacy establishes standards in healthcare to ensure that
consumers have access to sufficient health care providers and services regulated
by the CDI.

¢ The department undertook additional initiatives including:

o Iran Divestment Initiative: Requested all insurers to divest from the military, energy
and nuclear sectors of the Iranian economy due to the risk associated with
investments in Iran. As a result of the Commissioner's Iran Divestment Initiative,
the number of insurers investing in companies doing business with Iran has fallen
98 percent, from 341 insurers to just seven.

o Climate Change Disclosure Survey: The department leads a multi-state
collaborative effort to survey insurers with regard to the impacts of climate change
on the insurance industry and its efforts toward adaptation, mitigation and
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resilience. The California led effort is now in its fifth year (2012-2016) and includes
more than 1,000 insurance companies, that write at least $100 million in annual
premium, and reaches 77 percent of the entire United States insurance market.
The department maintains an interactive website with all survey data, which allows
regulators, insurers and members of the public to analyze quickly the results and
better measure the insurance industry’s ability to respond to the impacts of climate
change.

o Reformed the Workers’ Compensation “Pure Premium Benchmark” process and
provided workers’ compensation market stakeholders with expert actuarial reviews
of workers’ compensation cost structure changes.

o Climate Risk Carbon Initiative: Initiative to address potential financial risks posed
by climate change to carbon investments held by California licensed insurance
companies. This is a multi-pronged initiative. Currently the initiative includes:

= (1) a request that California licensed insurance companies divest from
thermal coal enterprises; and

= (2) required financial disclosure of insurance companies’ investments in
fossil fuel enterprises through a data call.

Enforcement

Continued leading a national investigation (Death Master File Investigation) of life insurers'
failure to pay billions of dollars in death benefits. We successfully obtained enforcement
settlement agreements with 24 major life insurers representing approximately 78 percent
of the market since the effort commenced, requiring them to pay hundreds of millions of
unpaid benefits. Insurers have paid approximately $19 million in penalties to California
while agreeing to reform practices relating to the use of the Social Security
Administration’s Death Master File database to identify deceased policyholders so that the
companies would locate their beneficiaries and pay them benefits due under the policies.
In conjunction with other states, we successfully settled an enforcement action against
Life Insurance Company of North America that resulted in a $500,000 penalty to California
and remediation of improperly handled long term disability claims for claimants across the
nation expected to total in the tens of millions of dollars. The settlement resolved insurance
code violations discovered in a market conduct examination of the company.

In 2013, two additional actions were settled successfully. Homesite Insurance Company
agreed to settle with the department for $350,000 and Safeco Group settled for $900,000
for rating and underwriting violations resulting from examinations.

Issued a final decision in the matter of PacifiCare Life and Health Insurance Company
where the insurer was found to have committed over 900,000 unfair business practices
among other violations. After a review of the facts and legal arguments, PacifiCare was
assessed a penalty of $173,603,750. Payment of the penalty was stayed pending the
resolution of litigation brought by PacifiCare challenging the decision.

Was successful in a litigation matter upholding the principle that if a significant financial
proportion of a health care service plan’s business is indemnity insurance, then for tax
purposes the health care service plan is subject to gross premium taxes.

Insolvency Recovery

Distributed $720 million to injured policyholders and guaranty associations from failed
insurance companies.
Obtained a favorable $200 million settlement to the outstanding Executive Life Insurance

California Department of Insurance
2015 Annual Report



litigation with Artemis clearing the way for final closure of this estate.

Collected $530 million of reinsurance recoveries, reinsurance commutations and litigation
recoveries of failed companies (including Executive Life recovery, above) to repay
policyholders and creditors.

Performed early intervention with a failing domestic workers compensation insurer and
executed a loss portfolio transfer thus negating a need for guarantee association
involvement.

Performed early intervention with a failing domestic health insurer, efficiently transitioning
20,000 members to more stable insurers and working with state insurance guaranty
associations to facilitate the timely payment of claims.

Consumer Protections

Recovered over $288 million for consumers as a result of investigations of consumer
complaints received by the department and through market conduct examinations by the
department.

Handled over 155,000 consumer calls to our Consumer Hotline in 2015.

Modified CDI’s database system to better capture and track potential problems associated
with implementation of the Health Exchange (Covered California) and other ACA matters;
trained staff and developed processes and procedures to deal with issues.

Enhanced CDI Call Center phone system to enable seamless health call transfers
between the CDI and DMHC. Enhanced our Independent Medical Review (IMR) statistics
page on our public website in accordance with Senate Bill 1410 (2012) requirements.
Starting with cases closed after July 1, 2015, consumers are provided with a summary of
our IMR findings, reviewer qualifications as well as other specified information such as
consumer demographics.

Revamped the consumer section of our public website as part of the department’s
responsive design to better accommodate mobile device users.

In conjunction with Rate Regulation Branch, Consumer Services launched a new online
coverage comparison tool to help California consumers shop for homeowner,
condominium owner and renter insurance by allowing them to compare coverage features
offered by a variety of insurers.

Launched several portals to assist consumers, insurers and health care providers in
communicating and interacting through the complaint process. Consumers and health
care providers can submit complaints electronically, anytime, anywhere, using any smart
device. The licensee portal allows fluid two-way communication between the department
and its licensees.

Deployed department staff to assist consumers impacted by several natural disasters,
including the third and seventh largest wildfires in the state’s history which occurred in
2015.

CDI continues to enforce regulations promulgated in 2012 that prohibit discrimination
based on gender identity and expression. The regulations were the first of their kind in the
nation and produced the first actuarial and economic analysis of the cost of such
services. The study is being used widely by other organizations to advocate for similar
protections in other states and localities. While California is the only state to have enacted
regulations many other states have issued guidance or director’'s letters that remove
discriminatory exclusions in their employee healthcare plans. Further, the federal
government used our regulation and economic impact analysis in drafting federal
regulations that will prohibit discrimination based on gender identity nationwide.
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Community Programs

CDI has approved eight new insurance products, encouraging innovation in the
insurance market place; providing increased access to insurance coverage for people
driving for Transportation Network Companies. These coverages are designed to
address the issue of closing the gap by providing drivers with access to coverage
throughout the entire ride cycle.

As indicated in California Organized Investment Network’s (COIN) Community
Investment Survey Data Calls, insurers have more than tripled their COIN qualified
investment holdings from $6.6 billion in 2010 to $21.8 billion in 2015.

COIN CDFI Tax Credit program increased investments from $1.9 million in 2010 to $71
million in 2015. Assembly Bill 32 (Pérez, 2013) quintupled COIN’s CDFI Tax Credit from
$2 million to $10 million annually, increasing the amount of private capital available for
community development investments. From 2011 to 2015, COIN awarded $36.7 million
in tax credits and leveraged $183.6 million in private capital of which $85.1 million was
raised through insurance companies. COIN Certified CDFIs that received insurer
investments have financed projects including affordable housing, small business loans,
charter schools, and medical facilities in San Diego, Los Angeles, San Francisco,
Northern California, the Central Valley, and various other regions across California.

o COIN CDFI Certification Program added regulations in 2014 that allowed COIN
to conduct a rigorous review of all CDFIs certified through the program. CDFIs
must renew their certifications annually and apply for recertification every three
years. This involves extensive review of the CDFI’s mission, projects, and
financials to ensure the CDFI will remain solvent for the five-year term of a
potential investment.

In 2014, COIN launched the Inaugural COIN Investment Summit in San Francisco
bringing together 116 stakeholders including 34 representatives from 21 insurance
companies. The 2015 COIN Investment Summit in Sacramento brought together 160
stakeholders including 23 representatives from 17 insurance companies. COIN is
currently preparing for the 2016 Investment Summit which is planned for August 17,
2016 at the California Endowment in Los Angeles.

COIN revised the impact reporting methodology including platform, categories, and
individual metrics. The new approach accurately captures realized community benefits.
The online platform streamlined the process for investees, gathered more detailed data,
and reduce backend data preparation. This will allow COIN to collect impact metrics and
financial returns of investees for COIN qualified investments. COIN will use this data to
issue publications detailing the realized social, environmental, and financial benefits of
investments from investments directed though the program.

We established the successful Insurance Diversity Initiative to increase procurement from
California’s diverse suppliers and diversity amongst insurer governing boards. CDI
administered two first-in-the-nation surveys examining insurance industry procurement
from diverse businesses (woman, minority, disabled veteran, and LGBT-owned
businesses) and the state of diversity on insurer governing boards, respectively. The
Insurance Diversity Task Force hosted a hearing at the State Capitol as well as three
Annual Insurance Diversity Summits and issued awards to insurers and advocates for best
practices in supplier diversity and governing board diversity.

Increased the amount of goods and services the insurance industry purchased from
California’s diverse businesses (woman, minority, disabled veteran, and LGBT-owned
businesses) by 63% since 2012, a $586 million increase over two years.

Since 2011, the department attended 1,265 public outreach events throughout California
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to increase consumer education about insurance products, regulation and the California
Low Cost Automobile insurance program.

Strengthened and expanded California’s Low Cost Automobile (CLCA) Insurance
Program by creating a consumer-friendly website that closely links customers to insurance
agents. Policy sales increased significantly in 2013 by 27.5 percent and 9.5 percent in
2014. The program provides an important option for Californians; in 2014, household
incomes for the program remained below the 250 percent Federal Poverty Guidelines and
96 percent of CLCA applicants were uninsured at the time of purchase. CDI sponsored
Senate Bill 1273 (Lara) which was signed into law, to expand eligibility for the CLCA
program effective January 1, 2015 to allow undocumented low-income drivers to
participate in the program.

Compiled the Commissioner's Report of Underserved Communities, which details the
availability of auto, home and business insurance in underserved communities of
California. A total of 145 ZIP codes were identified as underserved.

In collaboration with the Consumer Services Division and Rate Regulation Bureau,
Statistical Analysis Division conducted a wildfire survey to determine the state of the
homeowners’ insurance market regarding availability in wildfire prone areas.

Insurance Company Licensing and Oversight of Corporate Transactions

Since 2011, 234 new insurance companies have been licensed to do business in
California, demonstrating CDI's success in attracting and retaining new insurance
companies to the state.

The increased number of new companies is a result of CDI’s fair and expeditious licensing
process that includes expanded information for applicants on CDI’s website as well as
electronic filing procedures to further streamline the process.

Obtained re-entry of Allstate into the California homeowner market after a nine year
absence during which Allstate did not write new homeowner policies. With Allstate’s
return, competition increased in the insurance market, consumers have additional
homeowner coverage choices, and Allstate’s own homeowner insurance rates were
reduced statewide by an average of 12.6 percent.

Developed emergency regulations to assist the COIN Program in increasing insurer
investments in underserved communities in California.

Enhanced and upgraded essential licensing checklists and forms on CDI’s public website
to improve processing times and to provide innovative and accessible information to
insurers submitting corporate transaction applications to CDI.

Developed credit for reinsurance regulations to revise existing reinsurance regulations to
conform to the federal Dodd-Frank financial reform legislation and to detail requirements
for a cedent to obtain financial statement credit for reinsurance cessions.

Sponsored Senate Bill 1448 (2012), conforming legislation to the Holding Company Model
Act. This legislation was implemented in 2013. Key revisions included insurer reporting on
material risks within the insurance holding company system (enterprise risk to the insurer)
and examination authority with respect to enterprise-wide risks; participation by state
insurance regulators in "supervisory colleges," a forum for regulators of various
jurisdictions; corporate governance information at the individual-regulated insurer and
group levels; and enhanced access to information regarding any entity within the
insurance holding company system.

Sponsored and implemented Assembly Bill 1234 (2014) which supplemented the
California Insurance Holding Company System Regulatory Act provisions related to the
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confidential treatment of materials submitted to the Insurance Commissioner.

In response to a new class of licensing in the NAIC model acts, developed and
implemented the certified reinsurer application process, primarily involving applications
submitted by non-U.S. reinsurers. Staff reviews and assess U.S. treaties and the laws of
foreign countries addressing enforceability of judgments rendered in the U.S., and in the
courts of a foreign jurisdiction.

California Members Title Insurance Company re-domiciled in California in 2014,
highlighting a trend beginning last year of new companies starting their operations in
California or moving to California.

Sponsored and implemented AB 533 authored by Assembly Member Daly (2016) which
requires the filing of an annual descriptive summary of an insurer or insurance group’s
corporate governance so the Insurance Commissioner can gain and maintain an
understanding of the insurer’s corporate structure, policies and practices.

Financial Oversight

Sponsored and obtained enactment of Corporate Governance legislation which requires
annual filings by insurers on its corporate governance.
o Insurer or group corporate governance framework
o Policies and practices of its Board of Directors
o Policies and practices directing senior management
o Policies and practices to ensure the appropriate level of oversight of critical risk
areas
Passed the National Association of Insurance Commissioners Accreditation Review
during 2014. This outside review is conducted every five years of all state insurance
departments to ensure that all states have enacted the appropriate laws and provide the
necessary financial oversight in accordance with national financial solvency
standards. California received a full five year accreditation.
Sponsored and obtained enactment of the Own Risk and Solvency Assessment
Legislation known as “ORSA” which in 2015:
o Requires larger insurers to develop an assessment of their enterprise risk
management processes and capital needs.
o Requires the insurer to provide an annual ORSA report to the department.
Promulgated the Hazardous Financial Condition Regulation which:
o Enables the department to have earlier detection of financially troubled insurers
and to take necessary regulatory action.
o Enables earlier interaction with financially troubled insurers to develop remediation
plans.
Provided leadership and/or participation in key National Association of Insurance
Commissioners working groups and task forces.

Agent and Broker Licensing

Continued efforts to improve service levels, including enhancing automated and online
services, expanding examination sites, and improving the license application process. For
example, in 2015, the online license renewal service was enhanced to accommodate
expired licenses, reducing the time to renew these licenses from several days to one day.
Continued efforts toward licensing uniformity and reciprocity with other states while
strengthening California’s rigorous consumer protection standards. This includes
sponsoring Assembly Bill 2588 (2016) and Senate Bill 488 (2016) that would improve

California Department of Insurance
2015 Annual Report



California’s consumer protection over public and independent insurance adjusters while
also aligning California’s adjuster licensing laws with the NAIC standards so California is
uniform and reciprocal with other states.
e Since January 2011, the department has also:
o Issued and renewed 985,582 insurance producer, bail agent and insurance
adjuster licenses.
o Restricted, suspended or revoked the licenses of 3,548 insurance producers, ball
agents and insurance adjusters, while denying the licenses for 1,452 applicants.

Administration

e CDI's commitment to the State’s Small/Micro Business (SB/MB) and Disabled Veteran
Business Enterprise (DVBE) programs is reflected in CDI's participation rates. In the last
six years, the department has consistently exceeded the statewide participation rate goals
of 25 percent for SB/MB and 3 percent for DVBE.

e Implemented innovations to create operational efficiencies and control costs while
improving service levels, including enhancing the department’s information security and
disaster recovery capabilities as well as modernizing mission critical, legacy information
and technology systems.

e Continued efforts to improve the department’s information technology systems to enhance
customer service; implemented new technology that provides a portal for healthcare
providers and consumers to file a complaint and supporting documentation anytime,
anywhere, using any device facilitating faster outcomes.

e CDI's website was named by InsuranceQuotes.com in 2011 as one of the best in the
nation for giving consumers access to critical insurance information. The department’s
website was modernized in 2014 to enhance health and consumer information and
implement a responsive design platform to enhance mobile users’ experience.

e Sustained achievement in submitting high-quality financial reports to the State Controller’s
Office, thus meeting established criteria for Excellence in Financial Reporting.

o Implemented a robust training and development program focused on strengthening the
organization and promoting innovation and professional growth to improve protection for
consumers and ensure a healthy and vibrant insurance market.

e Since 2011, CDI has received clean and clear audits from the Department of General
Services and the State Personnel Board for business management activities and human
resources examinations, appointments, Equal Employment Opportunity program and
personal services contracts, respectively.

Significant Contributions to State’s General Fund
e CDl collected $2.4 billion in premium taxes for Fiscal Year 2014-15 for the State’s General
Fund.
e Through the department’s vigorous legal and enforcement activities, we contributed
$118.8 million in fines and penalties to the State’s General Fund since taking office.

The California Department of Insurance will continue to aggressively pursue our mission to ensure
vibrant markets where insurers keep their promises and the health and economic security of
individuals, families, and businesses are protected.

It is a privilege to serve California and Californians as Insurance Commissioner. Thank you for
your continued leadership of our State and your support of the department's mission.
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Sincerely,

DAVE JONES
Insurance Commissioner

CcC: The Honorable Richard Roth, Chair, Senate Insurance Committee
The Honorable Tom Daly, Chair, Senate Assembly Committee
The Honorable E. Dotson Wilson, Chief Clerk, California State Assembly
The Honorable Diane F. Boyer-Vine, Legislative Counsel
The Honorable Daniel Alvarez, Secretary of the Senate
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Consumer Services & Market Conduct Branch

The Consumer Services and Market Conduct Branch (CSMCB) focuses on consumer
assistance and protection by educating consumers, mediating consumer complaints, and
enforcing insurance laws. CSMCB enforces insurance laws during the investigation of
individual consumer complaints against insurers and agents/brokers and through on-site
examinations of insurer claims and underwriting practices.

CSMCB consists of two divisions, six bureaus, and a unit of legal staff dedicated to consumer
issues:

Consumer Services Division (CSD)
e Consumer Communications Bureau (CCB)
e Claims Services Bureau (CSB)
e Health Claims Bureau (HCB)
¢ Rating and Underwriting Services Bureau (RUSB)

Market Conduct Division (MCD)

e Field Claims Bureau (FCB)
e Field Rating and Underwriting Bureau (FRUB)
e Consumer Law Unit (CLU)

TABLE A: CSMCB RESULTS
Calendar Year 2015

Consumer Telephone Calls Received (automated call-center calls) 155,049
Complaint Cases Opened 37,221
Complaint Cases Closed 36,826

Total Amount of Consumer Dollars Recovered $58,460,514
Number of Market Conduct Exams Adopted by the Commissioner 170

Total Amount of Claims Dollars Recovered or Premium Returned to $26 471 341
Consumers from Market Conduct Exams ' ’

CSMCB Grand Total Amount (Consumer Dollars Recovered, Claims $84.931 855
Dollars Recovered or Premium Returned to Consumers.) T
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CONSUMER SERVICES DIVISION

The Consumer Services Division (CSD) responds to consumer inquiries and complaints
involving insurance company or agent and broker activities. The CSD maintains separate
bureaus to handle telephone inquiries and provide education to the public, responds to
consumer complaints on claims handling practices, resolves consumer complaints about rating
and underwriting practices, analyzes and provides input on proposed legislation, and leads or
participates in various task forces. The purpose of CSD is to protect California insurance
consumers by enforcing the California Insurance Code and related laws and regulations. CSD
also assists consumers as they navigate the complex world of insurance. In an effort to serve
the California consumers more efficiently, we have launched portals, which allow for electronic
communication with consumers, health care providers, and our licensees. Consumers and
health care providers can now submit complaints anytime, anywhere, using any type of device.

The CSD is responsible for administrating the program described in California Insurance Code
(CIC) Section 12921.1(a), for investigating complaints, responding to consumer inquiries and
bringing enforcement actions against insurers and agents and brokers.

In accordance with California Insurance Code (CIC) Section 12921.1(a)(10), this report
includes: 1) a description of the operation of the complaint handling process; 2) the percentage
of the department's personnel years devoted to the handling and resolution of complaints; and
3) suggestions for legislation (where applicable) to improve the complaint handling apparatus
and to increase the enforcement activities undertaken by the department pursuant to complaints
when appropriate.

Complaints and inquiries are handled by four bureaus within the Division: the Consumer
Communication Bureau (CCB), the Claims Services Bureau (CSB), the Health Claims Bureau
(HCB), and the Rating & Underwriting Services Bureau (RUSB). Consumers may file
complaints via telephone, internet, or in written correspondence. In 2015, 120 full-time staff
were devoted to the complaint handling operation. This represents almost nine percent of the
1,397 total authorized positions at the department.

¢ The CCB Hotline staff responds to general insurance inquiries and answers questions
about insurance claims and underwriting practices, administers the CDI Residential,
Earthquake, and Automobile Mediation Programs, and handles time sensitive
complaints.

e CSB is responsible for investigating, evaluating, and resolving consumer complaints
involving claims issues for all lines of insurance except health insurance (which is
handled by the Health Claims Bureau).

e HCB is responsible for investigating, evaluating, and resolving consumer and healthcare
provider complaints involving health claims issues. HCB also administers the
Independent Medical Review Program mandated by CIC §10169.

¢ RUSB is responsible for investigating, evaluating, and resolving consumer complaints
involving rating and underwriting issues for all lines of insurance.

All complaints are reviewed and investigation is generally initiated within three days of receipt.
During this period, CDI contacts the appropriate insurers or agents and brokers. The time
required to resolve a complaint varies depending on the type of case and the complexity of the
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issues presented. The average time for resolution is approximately 45 days from open to close.
Complex cases involve analysis of conflicting facts and applicable laws. Resolution of these
cases may require more lengthy investigation. Conversely, cases involving less complex issues
may be resolved within hours, days, or a few weeks. The department informs consumers about
the final resolution of their complaints as quickly as possible, but no later than 30 days after final
action. The cumulative results of our findings are published annually in the consumer complaint
study available on the department’s public website.

The Division tracks trends and hot topics in addition to insurance company and agent/broker
violations identified from its review of consumer complaint files, which CSMCB and others within
the department find valuable in identifying and monitoring non-compliant activity by licensees.

Disaster Response — In addition to assisting consumers with a variety of issues involving all
lines of insurance, the Consumer Services Division coordinates the department’s response to
natural and other disasters that affect insurance consumers and businesses in California. This
response includes administration of the Emergency Damage Assessment function described in
CIC Section 16000, as well as assisting consumers affected by wildfires and other catastrophic
events at local assistance centers and workshops.

The Consumer Services Division responded to the third and seventh largest disasters in
California’s history via the Butte and Lake Fires in 2015. We monitored approximately 47
disaster events in 2015, including one tornado, one mudslide and 45 wildfires. The Division
deployed 69 CDI staff to assist CalOES at the Local Assistance Centers and/or community
events in Tehama and San Mateo Counties for the Northern California Winter Storms, Mono
County for the Round Fire, San Diego County for the flooding from Hurricane Dolores, Monterey
County for the Tassajara Fire, Los Angeles County for the Lancaster Mudslides, Lake County
for the Rocky and Valley Fires, and Amador & Calaveras Counties for the Butte Fire.

Consumer Complaint Trends — The following tables identify notable complaint trends by line
of coverage:

TABLE B: TRENDS PERCENTAGE OF COMPLAINTS BY LINES OF COVERAGE

Coverage Type 2011 2012 2013 2014 2015
Automobile 33.08% | 33.81% | 35.25% | 35.81% | 39.57%
Accident & Health 35.11% | 34.18% | 34.45% | 34.05% | 30.45%
Misc./Other 12.11% | 12.39% | 11.63% | 11.32% | 11.28%
Homeowners 8.40% | 8.06% | 8.12% | 8.30% | 8.47%
Life & Annuity 6.59% | 6.90% | 6.34% | 6.33% | 6.14%
Liability 1.96% | 2.23% | 2.18% | 2.27% | 2.37%
Fire, Allied Lines &

CMP 247% | 2.16% | 1.90% | 1.77% | 1.56%
Earthquake 0.28% | 0.28% | 0.14% | 0.14% | 0.16%
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Consumer Services & Market Conduct Branch

TABLE C: TOP TEN TYPES OF COMPLAINT REASONS (2011-2015)

# Types of Complaint Reasons | 2011 2012 2013 2014 2015
1 Denial of Claim 26% 26% 26% 25% 28%
2 Claim Handling Delay 11% 11% 11% 12% 14%
3 Unsatisfactory Settlement Offer | 13% 13% 13% 11% 11%
4 Premium & Rating / Misquotes 7% 6% 6% 4% 4%
5 Other — Claim Handling 4% 4% 6% 6% 4%
6 Premium Refund 4% 4% 4% 4% 3%
7 Cancellation 3% 3% 3% 4% 3%
8 Premlugrcl)\lgnlgfne/Blllmg 3% 3% 3% 1% 3%
9 Coverage Question 3% 3% 3% 2% 2%
10 Agent Handling 3% 3% 2% 2% 2%

All Other Reasons 23% 24% 22% 26% 26%

CONSUMER COMMUNICATIONS BUREAU

The Consumer Communications Bureau (CCB), also referred to as the Consumer Hotline, is
frequently the first point of contact for issues and concerns that affect California's insurance
consumers. CCB insurance compliance officers respond to phone calls to the department’s
statewide toll-free Consumer Hotline, 800-927-4357 (HELP), where they provide callers with
immediate access to constantly updated information on insurance related issues. The Hotline is
staffed by knowledgeable insurance professionals whose years of expertise, combined with
their dedication to consumers, enables them to provide immediate assistance on time sensitive
issues. CCB also responds to inquiries received through the Consumer “Contact Us” form on
the department’s public website; coordinates responses to inquiries addressed to the
Commissioner through its Commissioner's Correspondence Unit; responds to "walk-in" inquiries
at the department’s Los Angeles public counter; and manages the Division’s Disaster Response
Program.

Residential Property, Earthquake, and Automobile Physical Damage Mediation Program

CCB administers the department's Residential Property, Earthquake Claims, and Automobile
Physical Damage Mediation Program. The program was established in 1995 in response to
earthquake claims from the Northridge Earthquake of January 17, 1994. The legislature has
since expanded the program to include automobile physical damage and residential property
disputes subject to specific guidelines. Residential property and earthquake mediation are
contingent upon a gubernatorial declaration of state of emergency. Since the program's
inception through December 31, 2015, the Mediation Program has recovered $18,011,600 for
consumers. While we experienced two large disasters in 2015, both Butte and Valley fires
occurred toward the end of 2015. There tends to be a lag time between a natural disaster and
claims progressing to mediation. CIC §10089.83 requires a report of the results of the program
for the calendar year 2015. Please refer to table D.
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TABLE D: RESIDENTIAL PROPERTY, EARTHQUAKE, AND AUTOMOBILE MEDIATION
PROGRAM RESULTS FOR CALENDAR 2015

RESIDENTIAL | EARTHQUAKE | AUTOMOBILE | TOTALS
N_umber of mediation cases 0 0 4 4
eligible
Number settled within 28
day settlement period 0 0 0 0
Number sent to mediation 0 0 3 3
Number of cases rejected by 0 0 0 0
insurer
Number of cases rejected by 0 0 1 1
consumers
Number accepted by insurer 0 0 3 3
Number of settlements
rejected within 3 day waiting 0 0 0 0
period
Number of Cases Resolved 0 0 1 1
Number of Cases Pending 0 0 2 2
Amount initially claimed 0 0 $10,000 $10,000
Amount of settlements $0 $0 $1,725 $1,725

CLAIMS SERVICES BUREAU

The Claims Services Bureau (CSB) investigates consumer allegations of improper claims
handling by insurers, including, but not limited to, wrongful denial of claims, payments for less
than amounts claimed, and delays in claims handling. Where investigation indicates a violation
of an insurance law or regulation, CSB pursues payment of claims that were improperly denied
or delayed.

HEALTH CLAIMS BUREAU

The Health Claims Bureau (HCB) investigates consumer and health care provider allegations of
improper claims handling by health insurers. These requests for assistance include, but are not
limited to, wrongful denial of claims, payments of less than amounts claimed and delays in
claims handling. HCB works with the complainant to clarify issues and reach a resolution with
the insurer. Where investigation shows that an insurance code or regulation has been violated
or the policy contract has not been honored, HCB will enforce the code, regulation, or policy
contract, pursuing favorable outcomes for the consumers.

The Health Claims Bureau also administers an Independent Medical Review (IMR) program,
which determines when treatment is medically necessary. This includes determining which
complaints qualify for the program, guiding the consumer through the IMR process, working with
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the IMR organization, communicating the final decision to all parties, and developing statistics
related to IMR results, which are made public with appropriate privacy protections on the
department’s public website.

Health Care Provider Bill of Rights Report — No complaints involving California Insurance
Code Section 10133.65(f) were received for calendar year 2015.

RATING AND UNDERWRITING SERVICES BUREAU

The Rating and Underwriting Services Bureau (RUSB) investigates consumer complaints of
improper or inequitable rating and underwriting transactions performed by insurance companies
and agents/brokers. RUSB works with the affected parties to clarify issues and reach a
resolution. When RUSB’s investigation shows that an insurance violation or a policy breach has
occurred, RUSB enforces the code or policy contract and requires the reinstatement of
coverage and the refund of premiums and broker fees, when applicable.

(CIC) Section 1858.35 Report — In accordance with reporting requirements of California
Insurance Code (CIC) Section 1858.35, the following table lists the number and type of
complaints received by the department from any person aggrieved by any rate charged, rating
plan, rating system or underwriting rule, and the disposition of these complaints.

TABLE E: (CIC) SECTION 1858.35 COMPLAINTS BY TYPE/REASON
Calendar Year 2015

# of
Rank Reason Complaints
1 Premium & Rating / Misquotes 915
2 Premium Refund 541
3 Coverage Question 504
4 Cancellation 469
5 Premium Notice/Billing Problem 400
6 Surcharge 328
7 Nonrenewal 297
8 Agent Handling 206
9 Information Requested 95
10 Policyholder Service Delays no response 90
All Other Reasons 482
(*) Total Number of Complaint
Type/Reason 4327
Total Number of Complaints 3309

*Note: Many consumer complaints involve more than one issue. This explains the difference
between the total number of complaints and total number of complaint type/reasons above. The
complaint type/reason column also describes the various concerns addressed.
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TABLE F: (CIC) SECTION 1858.35 COMPLAINTS BY FINAL DISPOSITION
Calendar Year 2015

Rank | Final Disposition # of Complaints Recovery Amount
1 Company Position Substantiated 2133 $ 25,663
2 Recovery 537 $ 125,447
3 Advised Complainant 456 $ 274,206
4 Information Furnished/Expanded 300 $ 8,410
5 Refund 282 $ 156,260
6 Company in Compliance 247 $ 10,462
7 Nonrenewal Upheld 129 N/A
8 Question of Fact 112 $ 4,940
9 Other 99 $ 79,333
10 | Premium Problem Resolved 97 $ 41,271

All Other Disposition Codes 693 $ 573,998
(*) Total Number of Dispositions 5085 $ 1,299,990
(*) Total Number of Complaints 3309 $ 1,299,990

Note: Many consumer complaints involve more than one issue and therefore may result in more
than one disposition. This explains the difference between the total number of complaints and
total number of dispositions above.

California Insurance Code (CIC) 8 1707.7 (d) Report — To comply with the reporting
requirements of Insurance Code Section 1707.7(d), the California Department of Insurance
(CDI) tracked 887 justified complaints against licensees referenced in 1707.7(b) for the year
2011, 994 justified complaints for 2012, 945 justified complaints for 2013, 864 justified
complaints for 2014, and 757 justified complaints for 2015. For the five-year period covering
2011 through 2015, the total number of justified complaints to CDI was 4,447.

MARKET CONDUCT DIVISION

The Market Conduct Division (MCD) examines insurance company practices for compliance
with legal requirements. These examinations are generally scheduled at regular fixed intervals.
Scheduled re-examinations and targeted examinations supplement the routine examinations
when special circumstances or the results of market analysis of consumer complaints and other
data dictate more in-depth examination. Depending upon their size, complexity, and nature,
exams are either conducted in the insurers’ offices located nationwide or in-house at CDI's
offices, with insurers shipping materials and files to CDI staff.

MCD maintains separate bureaus that conduct claims handling practices exams and rating and
underwriting exams. This division of oversight reflects the traditional division of operations in the
industry and in the laws regulating them. The goal of the market conduct examination is to
evaluate compliance with statutes and regulations relative to the business of insurance and to
initiate corrective or enforcement actions when necessary. Also in MCD, the Market Analysis
Unit evaluates consumer complaints, enforcement actions, exam activity, and other data on a
national basis to identify issues that may be of regulatory concern in California, and to assist in
the planning and scheduling of examinations.
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The following is a summary of MCD’s accomplishments for the year 2015. The list covers
exams completed, dollars returned to consumers, and legal actions taken.

TABLE G: MARKET CONDUCT DIVISION RESULTS
Calendar Year 2015

EXAMINATION RESULTS . - DIV. MCD
CATEGORY RS ERU OFFICE*** Totals
Numbe_r o_f Exams Adopted by the 88 82 _ 170
Commissioner
Amount of Claims Dollars
Recovered or Premium Returned to | $13,129,281 | $13,342,060 - $26'4171’34
Consumers in Examinations
Number of Enforcement Actions
L 1 2 4 7

Completed on Examinations
Penalties Assessed in Enforcement $1,283,00
Actions Completed $800,000 $2,300,000 0 $4,383,000

* FCB: Field Claims Bureau

* FRUB: Field Rating & Underwriting Bureau

*** Div. OFFICE: MCD Division Office staff. Figures reported in this column represent multistate exam
work and enforcement activity done in cooperation with other states. This activity is completed directly by
the Division Office staff and CDI Legal staff rather than being assigned to a bureau.

FIELD CLAIMS BUREAU

The Field Claims Bureau (FCB) conducts market conduct examinations of the claims practices
of all licensed California insurers. The focus of each exam is on compliance with the California
Insurance Code and the California Fair Claims Settlement Practices regulations. FCB seeks to
ensure equitable treatment of policyholders and claimants in accordance with insurance
contracts and California law. The California Insurance Code sections cited in FCB examinations
vary by line of insurance. However, those that are common to both life & disability and property
& casualty insurance involve delay, documentation, and improper handling, which may include
improper settlement, failure to pursue investigation, and improper denial. FCB obtains
thousands of remedial claim actions from insurers each year as a result of the examinations it
conducts. Many of the issues which lead to these actions are displayed in its reports which are
published on the department’s website. During calendar year 2015, FCB staff examined 7,552
claim files and cited 5,047 violations of law in the reports it filed.

FIELD RATING AND UNDERWRITING BUREAU

The Field Rating and Underwriting Bureau (FRUB) conducts market conduct examinations of
the rating and underwriting practices of all licensed insurers. FRUB reviews the advertising,
marketing, risk selection and declination, underwriting, pricing, and policy termination practices
of life, health, property, and casualty insurers. FRUB examinations focus on compliance with
rate filing requirements, consistency within the insurer’'s adopted rating processes, and overall
conformity of rating and underwriting with the California law. Each year, as a result of the
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examinations it conducts, FRUB obtains remedial actions from insurers in the form of revisions
to incorrect and illegal practices and premium refunds to consumers when errors and violations
resulting in premium overcharges are discovered. During calendar year 2015, FRUB staff
examined 5,134 policy files resulting in the identification of 319 illegal practices for correction in
the reports it filed.

California Insurance Code (CIC) 8§ 12921.4(b) — In accordance with California Insurance Code
(CIC) § 12921.4(b), the Market Analysis Unit reviewed the complaint data of each insurance
carrier that was authorized to transact business in California during 2015. The analysis of
complaint data focused on the following areas: insurer, insurance line of business, and type of
violation. In addition to raw numbers of complaints, the analysis includes the development of a
complaint index for each insurer, calculated as the insurer’'s complaint share divided by its
market share. This allows for the comparison of results among insurers of differing sizes.

Complaint totals are among the primary criteria driving the Market Conduct Division’s
examination schedule. The 10 insurers with the largest number of closed complaints in 2015
(ranging from 766 for the tenth ranked company to 1,854 for the company ranked first) have all
been examined within the last three years or are scheduled to be examined in the next two
years (four are in progress; six are on the schedule). Three of the 10 companies with the most
closed complaints have been the subjects of enforcement actions within the last five years.

Complaints by line of business continue to be an important criterion for focusing Market Conduct
Division examination resources. The five lines of business generating the highest number of
complaints were: private passenger auto (18,998), group accident and health (4,613), individual
accident and health (2,819), homeowners (2,367), and individual life (1,665). These lines were
among the most frequently examined by the Division’s Field Claims Bureau and Field Rating
and Underwriting Bureau during 2015. Within each line of business, the Market Conduct
Division also prioritizes those insurers with the most complaints. All insurers in the top 10 of
complaints in each line have been examined in the last three years or are scheduled to be
examined in the next two years. Thus, the lines of business most impacted by complaints, and
the insurers that generated the most complaints within those lines of business, are prioritized for
examination by the Market Conduct Division.

An analysis of complaints sorted by the type of violation is completed for each examination
initiated for the Market Conduct Division’s Bureaus. The results of this analysis allow the
examiners in charge to identify areas that should be scrutinized more closely. Whenever a trend
or pattern in violation data is observed, the information is shared with those department
employees that have a use or need for the data.

A geographic analysis, established by zip code, of consumer complaints was conducted for the
year 2015. Complaints within those geographic regions identified as having high concentrations
of complaints relative to the population of the region will be the subject of further analysis during
2016.
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Health Policy and Reform Branch

Background

The Health Policy and Reform Branch reviews, analyzes, and develops policy positions on
health insurance issues within the department. Starting in 2011, the Commissioner tasked the
Branch with working towards fully implementing the Affordable Care Act (ACA) in California. The
Branch continued those efforts in 2015 to ensure that consumers have access to health
insurance coverage as envisioned by the state and federal reforms in the law. To this end, the
Health Policy and Reform Branch closely collaborates with other branches at the California
Department of Insurance (CDI), as well as with other state and federal agencies and a broad
range of stakeholders.

The significant and structural changes to health insurance that have taken effect over the past
five years have required a more robust framework of legal and policy support within CDI. This
focus has helped the department effectively work towards implementation of the federal reform
requirements, integrate federal and state changes to the market, increase coordination across
state agencies, and actively represent California insurance consumers with the federal
government and the National Association of Insurance Commissioners (NAIC), which has been
delegated the responsibility by the federal government to assist the federal government with
ACA implementation and guidance.

Accomplishments:

Analyzed and Approved Health Insurance Policies

2015 was a busy year for the Health Policy Approval Bureau (HPAB) with the Health
Policy and Reform Branch. HPAB reviewed 681 individual and small group health
insurance policies for compliance with both California and federal law including essential
health benefits coverage, cost sharing and actuarial value compliance, mental health
parity, network adequacy, and many other requirements.

In addition, HPAB is responsible for reviewing all health-related insurance forms for use
in California, such as Large Group Health Insurance, Student Blanket Health Insurance,
and Medicare Supplement. Including the 681 forms mentioned above, HPAB reviewed a
total of 2,153 policy forms during 2015 to assure that California’s health insurance policy
forms conform to California legal requirements.

Health Insurance Mergers

In 2015, several large carriers proposed mergers that could have a significant effect on
California’s health insurance marketplace. Of particular interest to the Commissioner is
the impact that these mergers will have on consumers through changes in marketplace
competition, quality of care, timely access to care, and health care costs. In July 2015,
the Health Policy and Reform Branch began preparations for three separate hearings to
take place early in 2016 on three separate mergers: HealthNet-Centene, Anthem-Cigna,
and Aetna-Humana. The Health Policy and Reform Branch worked with other CDI
branches to gather data that will assist the Commissioner as he examines the impacts of
each merger. In addition to financial data, the Health Policy and Reform Branch
researched the impacts of other large mergers around the country and gathered studies
and analyses from academic and research institutions.

California Department of Insurance Page 12
2015 Annual Report



Health Policy and Reform Branch

Federal and State Requlations

Federal Requlations

The Health Policy and Reform Branch monitors and analyzes dozens of federal
regulations related to health insurance and the ACA as they are released. Many
regulations are very lengthy and require significant analysis and staff time to determine
how they impact California’s insurance market. The Branch then makes
recommendations about whether the department has an interest in providing the federal
government feedback by way of formal written comments.

The federal government continues to issue regulations related to the ACA and the
Branch provides feedback, when necessary, to help the federal government craft
regulations that better suit the unique needs of California’s insurance market. In 2015,
the Branch prepared comments for the Commissioner in support of a proposed rule by
the federal Department of Health and Human Services (HHS) relating to
nondiscrimination. Known as Section 1557, the proposed rule would mirror action that
the department took in 2012 to eliminate exclusions in policies based on gender and
gender identity. HHS will finalize the rule in 2016.

State Regulations

Responding to systemic challenges facing consumers in accessing providers,
Commissioner Jones issued emergency regulations on provider network adequacy
developed by the Branch in early 2015. These emergency regulations immediately
strengthened insurer requirements in areas such as the a variety of types of providers in
networks, issues related to the cost of care when seeing non-network providers in
network facilities, and the accuracy of information in provider directories. With the
emergency regulation in effect, consumers gained a number of increased protections.
This includes requiring insurers to make arrangements to provide out-of-network care at
in-network prices when there are insufficient in-network care providers. It also includes
preventing "surprise” bills by requiring medical facilities to inform patients that an out-of-
network medical provider will participate in the non-emergency procedure or care, before
the care is provided, so that the patient can choose to decline that out-of-network
provider.

Throughout 2015, the department worked on making these emergency regulations
permanent. The department initiated a public hearing to obtain a wide range of input
from consumer, provider, and insurance industry stakeholders and made substantive
changes to the regulations in response to public comment. The department expects
these permanent regulations to be approved and go into effect in 2016.

Improved Consumer Access to Mental Health Treatment and Substance Use
Disorder Services

The Health Reform and Policy Branch continued to enforce the federal mental health parity rule
that took effect in mid-2014 to ensure consumers have equal access to mental health and
substance use disorder benefits as they do to medical benefits under their health insurance
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policies. Attorneys in Health Policy Approval Bureau reviewed policy forms to ensure that
coverage for mental health and substance use disorder benefits was not more restrictive than
coverage for medical benefits. Through these efforts, the Branch succeeded in removing non-
compliant exclusions and treatment limitations on mental health and substance use disorder
benefits from health insurance policies, and in some cases reducing or eliminating cost sharing
for these benefits. As a result of the Branch’s efforts to enforce the state and federal mental
health parity laws, consumers received expanded access to mental health and substance use
disorder benefits.

Prescription Drug Coverage Guidelines Implementation

The Health Policy and Reform Branch enforced new rules to reduce discrimination in
prescription drug coverage benefit design. Prescription drug formularies were evaluated
for appropriate coverage of drugs recommended by clinical guidelines, as well as for
placement of drugs on cost sharing tiers, for health conditions including HIV, multiple
sclerosis, diabetes, and mental health conditions such as depression, schizophrenia,
and bipolar disorder. As a consequence of the significant time the Branch spent
enforcing the law, consumers were spared what would have been limitations in access
to specialty and other drugs that insurers had proposed.

Provided Technical Assistance to Governmental Agencies and Insurers with
Complex Health Insurance Issues

As experts on the Affordable Care Act, the California Insurance Code, and the large
body of new legal requirements, the department provided extensive technical assistance
to Covered California, legislative staff, consumers, and insurers. Further, the Branch
provided technical support to consumers with complex health insurance issues. The
department also provided extensive technical assistance to insurers and Covered
California on the topic of lowering out-of-pocket costs for prescriptive drug coverage.

Saved Consumers Money through Rate Review

In 2015, the Health Actuarial Office reviewed all major medical rate increases filed with the
department. California law does not give the Insurance Commissioner the authority to reject
excessive health insurance rate increases. This legal gap continues to cost California's
consumers and businesses hundreds of millions of dollars in excess premiums. However, the
process of reviewing rates and discussing concerns with insurance carriers who voluntarily
agree to reduce rates has resulted in an estimated total savings of $18.4 million for California
consumers with major medical insurance in 2015.

Implemented California Online Medical Price and Quality Transparency Project

CDI launched California Health Care Compare, an innovative web-based tool that makes health
care price and quality information publicly available to consumers in user-friendly format. A first
of its kind in California, this tool makes it easier for consumers to shop for health care just like
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they would for any other service — with access to important information about cost and quality.
For example, consumers can find the higher and lower performing hospitals and medical groups
for areas of care such as maternity care, hip and knee replacement, back pain, colon cancer
screening, and diabetes. Consumers can also see a range of estimated costs for more than 100
different medical procedures or conditions from breast cancer screening to low back problems.

California Health Care Compare is a product of the department’s collaboration with the
University of California San Francisco and Consumer Reports with which the department has
contracted for their expertise working with and presenting the data to the public. The project
began in 2013 when Commissioner Jones directed the California Department of Insurance to
obtain federal Affordable Care Act grant funds to enhance transparency in healthcare pricing.
The department sought and was awarded a grant to pay for the creation of California Health
Compare. The resulting data center and website are a first step in achieving cost and quality
transparency in California's healthcare marketplace. The website can be viewed at
HealthcareCompare.insurance.ca.gov.

Conducted ACA Trainings for CDI staff

The Health Policy and Reform Branch provided trainings to CDI staff regarding both
federal and state healthcare reform efforts. Topics included essential health benefits,
pediatric dental and vision, Actuarial Value, and SBCs. Given the ongoing and technical
nature of health care reform, the Branch’s ACA team will continue to conduct more
trainings through 2015.

Represented CDI and the Commissioner to the NAIC

The ACA team actively participated in weekly NAIC meetings and conference calls,
providing feedback from California’s perspective and reviewing information essential to
the implementation of the ACA in California. The team also participated in weekly NAIC
subgroups such as the State Rate Review sub-group and the Network Adequacy Model
Review sub-group.
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Rate Regulation Branch

The Rate Regulation Branch (RRB) determines whether rates charged to consumers in
California are fair (not excessive, inadequate, or unfairly discriminatory).

Under the provisions of Proposition 103 (enacted by the voters in 1988) the Department of
Insurance is required to review rates for most property and casualty lines of business before
they can be used.

RRB analyzes filings submitted by property and casualty insurers and other insurance
organizations under California’s prior approval statutes for most property and casualty lines of
business. In addition, the RRB analyzes filings submitted by property and casualty insurers and
other insurance organizations under California’s file and use statutes for a limited number of
property and casualty lines of business.

CDI processed 8,100 property-casualty rates, rules, and form filings during 2015 and reduced
requested rate increases by $105.6 million. In addition CDI approved reductions of existing
rates totaling more than $194.9 million. For personal auto insurance coverage, the totals include
$64.4 million in reductions to requested increases and over $447,955 in approved rate
decreases.

RATE FILING BUREAUS

The Rate Regulation Branch consists of five filing bureaus (two in San Francisco and three in
Los Angeles). These bureaus receive and review filings from over 750 property and casualty
companies licensed in California. The Intake Unit in the San Francisco office is responsible for
processing all filing applications, except for Workers’ Compensation and Title companies, and
providing copies of all filings to the Public Viewing Rooms maintained in San Francisco and Los
Angeles.

RRB is assisted by an actuarial unit and a Rate Specialist Bureau (RSB), which provide
technical analysis, advice, and support with regard to underwriting, rating, data collection,
statistical analysis, profitability, and rate-of-return issues for all lines of insurance.

Rate Regulation actively utilizes the National Association of Insurance Commissioners’ (NAIC)
System for Electronic Rate and Form Filings (SERFF). This system is designed to enable
companies to send and states to receive, comment on, approve, or reject insurance industry
rate and form filings. This system helps increase efficiency and facilitate communication
between the Rate Filing Bureaus and insurers. The percentage of filings received via SERFF
continues to increase each year. During 2015 the percentage of total filings received through
SERFF was approximately 99%.

In addition to prior approval filing applications, the Rate Filing Bureau reviews:

Private Passenger Auto Class Plans — California Department of Insurance regulations require
all insurance companies writing private passenger automobile insurance to submit a
Classification Plan (Class Plans) to CDI for review. Class Plans provide the department with the
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rating methodology each company intends to use to comply with the mandates of Proposition
103 relating to the development of rates.

Advisory Organizations — Advisory organizations compile data and develop rating elements
that can be used by member insurance companies to assist in their own ratemaking related
activities. California Insurance Code Section 1855.5 requires that all policy or bond forms, and
manuals, intended for use by members of an advisory organization must first be filed with the
Commissioner for review and approval prior to being used by member insurance companies.

Workers’ Compensation — Under California’s competitive rating law, (California Insurance
Code Section 11735), insurers are free to develop their own rates based on advisory pure
premiums (loss costs) and company-developed loss cost multipliers. All company rates, rating
plans, and rating rules must be filed with CDI prior to use. In 2015, 517 workers’ compensation
rate filings were reviewed.

Title Insurance — California Insurance Code Section 12401.1 requires title insurers and
underwritten title companies to file their title and escrow rates with the department prior to their
use. In 2015, 62 title insurance rate filings were reviewed.

TABLE A: FILINGS RECEIVED
Calendar Years 2014-2015

TYPE 2014 2015
Private Passenger Automobile 417 444
Homeowners 197 175
Other Personal Lines Products 329 420
Title 65 62
Workers’ Compensation 450 517
Medical Malpractice 62 66
Other Commercial Lines Products 5023 6,416
TOTAL 6543 8100

RATE SPECIALIST BUREAU (RSB)

The Rate Specialist Bureau (RSB) provides advice and support to the Commissioner, executive
staff, Rate Regulation Branch rate filing staff, other CDI Branch Managers, the industry, and
consumers with regard to underwriting, rating, data collection, statistical analysis, profitability,
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and rate-of-return issues. RSB’s duties and responsibilities continue to include all lines of
insurance. During 2015 RSB has accomplished the following tasks:

1. Assisted the Prior Approval Working Group with regard to the preparation of key rate
components for the prior-approval regulations. In support of the regulation, RSB
promulgated supporting data and reports that were used by CDI and the rate analysts in
the review of rate filings for Proposition 103 lines of insurance. Report topics included:
Efficiency Standards; Leverage Factors by line; Reserve Ratios; Industry Rate-of-
Returns; Projected Yields; Investment Income; CPI Index for expense trend factors; the
Federal Income Tax rate on investment income; California and Countrywide Profitability;
and Design and Update of the On-Level Premium Factor Calculation Template.

2. Collected Bond Yields information on a daily basis and compiled information from various
sources for the calculation of risk free rates, investment yield rates, and projected yield.
This information is published monthly in the CDI website for use by the companies in
their rate filings.

3. Conducted the Survey of Marketing System Information to collect data in order to update
the calculation of efficiency standards.

4. Compiled California Market Share Reports for Property & Casualty insurance, for Life &
Annuity insurance, for Title and Home Warranty. The reports are posted in CDI’s website
at: http://www.insurance.ca.gov/01-consumers/120-company/04-mrktshare/index.cfm.
RSB also monitored the premium regulated by the Department of Managed Health Care
(DMHC).

5. Compiled the Excessive Rate Report using data obtained from the NAIC. In 2015, this
report formed an essential part of the Excessive Rate Project, a pro-active rate
regulation effort to assure that insurers are in compliance with non-excessive rate
standards set forth in CIC 1861.05(a).

6. Compiled the Rate Classification Comparison for the Top 50 Workers’ Compensation
Insurers in California for CDI’'s website. See: https://www.insurance.ca.qov/01-
consumers/105-type/9-compare-prem/wc-rate/index.cfm

7. Completed various projects in relation to workers’ compensation insurance such as
preparing market share reports and historical premium, loss and dividend comparisons.
Also compiled historical experience data of State Compensation insurance Fund (SCIF)
in comparison with other major states residual markets on workers’ compensation
insurance.

8. Promulgated the Proposition 103 Administration Fees for property and casualty
companies, and the workers’ compensation filing fee charges for the Accounting
Division.

9. Collected, compiled, and analyzed data as required by various sections of the California
Insurance Code and Code of Regulations. RSB also continued to collect Calendar Year

loss and experience data of credit property and credit unemployment insurance pursuant
to (CIC §779.36).
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10. Collected and compiled earthquake probable maximum loss (PML) data via the annual
data calls RSB collected and compiled the annual Earthquake Premium & Policy Count
data call. The Summary Report is posted in CDI's website at:
http://www.insurance.ca.gov/0400-news/0200-studies-reports/0300-earthquake-study/

11. Reviewed the Fast Track Data and promulgated private passenger automobile and
homeowners’ insurance trend factors.

12. Acted as liaison to the California FAIR Plan Association. RSB’s staff participated in the
California FAIR Plan’s rating and underwriting appeals proceedings and the Bureau
Chief attended its Governing Committee meetings.

13. Compiled ad hoc reports in support of department’s position at State Farm Homeowners’
Insurance Rate Hearing.

14. Per Assembly Bill 2293, RSB began collaborating with California Public Utilities
Commission (CPUC) on a study of the network company insurance to assess whether
coverage requirements are appropriate to the risk of transportation network services.

15. Assisted in the review of fire-related underwriting guidelines in companies’ rate filings to
help produce a Wildfire Underwriting Guidelines Chart for Commissioner to use in a
hearing.

RSB is also responsible for reporting data under the following California Insurance Code (CIC)
Sections:

8674.5 & §674.6:
COMPANIES CEASING TO OFFER A PARTICULAR LINE OF COVERAGE

Under CIC 8674.5, an insurer ceasing to offer any particular class of commercial liability
insurance must provide prior notification of its intent to the commissioner. Likewise, under CIC
8674.6, an insurer offering policies of commercial liability and most types of property/casualty
insurance must provide prior notification to the commissioner of its intent to withdraw wholly or
substantially from the specified line of insurance. The list of notifications that the department
received is shown in following table.
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TABLE B: COMPANIES FILING WITHDRAWALS, CEASE WRITINGS, ETC.
Calendar Year 2015

NAIC # | COMPANY NAME | SROUP REQUEST | EFFECTIVE | PROPOSED ACTION BY
NAME DATE DATE COMPANY
AMERICAN RELIABLE | GLOBAL IND Withdrawal from writing the Bed and
19615 INS CO GRP 12/8/2015 5/1/2016 Breakfast Program.
COMMERCE WEST MAPFRE INS Withdrawal from writing the Gardeners
13161 INS CO GRP 12/7/2015 2/1/2106 Commercial Liability Program
WESTERN
PACIFIC SPECIALTY SERVICE Withdrawal from writing Motorhome
37850 INS CO CONTRACT 8/31/2015 11/10/2015 insurance.
GRP
WESTERN
PACIFIC SPECIALTY SERVICE Withdrawal from writing Travel Trailer
37850 INS CO CONTRACT 8/31/2015 11/10/2015 insurance.
GRP
WESTERN
PACIFIC SPECIALTY SERVICE Withdrawal from writing Excess
37850 INS CO CONTRACT 8/31/2015 11/10/2015 Motorcycle insurance.
GRP
WESTERN
PACIFIC SPECIALTY SERVICE Withdrawal from writing Excess
37850 INS CO CONTRACT 8/31/2015 11/10/2015 Automobile insurance.
GRP
No longer writing new business for
AMERICAN anyone who is not a California Good
40029 EXPLORER INS CO ASSETS GRP 8/18/2015 10/19/2015 Driver, but will continue to write new
business for California Good Drivers.
AMERICAN RELIABLE | GLOBAL IND No longer offering the Homeowners
19615 INS CO GRP 7/23/2015 12/1/2015 HO8 Program.
AMERICAN RELIABLE | GLOBAL IND No longer offering the Comprehensive
19615 INS CO GRP 7/23/2015 12/1/2015 Personal Liability Program.
AMERICAN MODERN MUNICH RE Withdrawal from writing the
23469 HOME INS CO GRP 8/24/2015 5/1/2015 Recreational Vehicle Program.
WORKMENS AUTO MERCURY Withdrawal from writing the Renters
13250 INS CO GEN GRP 8/19/2015 6/1/2015 and Condominium Owners Program.
BERKSHIRE . iy }
37060 OLD UNITED HATHAWAY 2/6/2015 7/1/2015 Wl_thQrawal from writing the Specialty
CASUALTY CO GRP Aviation program.
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STATUTORY REPORTING REQUIREMENTS

Pursuant to Sections 1872.9, 1872.96 and 1874.8 of the California Insurance Code and
consistent with reporting protocols of the California Department of Insurance, the Enforcement
Branch provides information relating to: a) the specific duties of each of its divisions; b) program
oversight and expenditures; and c) specific activities for fiscal year 2014-15.

Section One: Enforcement Branch Overview

Section Two: Investigation Division

Section Three: Fraud Division

Section Four: Workers’ Compensation Insurance Fraud Program

Section Five: Appendices
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SECTION ONE: ENFORCEMENT BRANCH OVERVIEW

The mission of California Department of Insurance Enforcement Branch is:

“To protect the public from economic loss and distress by actively
investigating, arresting, and referring, for prosecution or other adjudication,
those who commit insurance fraud and other violations of law; to reduce the
overall incidence of insurance fraud and consumer abuse through anti-
fraud outreach and training to the public, private, and governmental
sectors.”

To accomplish its mission, the Enforcement Branch investigates criminal and regulatory
violations relating to insurance transactions from point-of-sale through the claims process.

In addition to investigating criminal and regulatory violations, the Enforcement Branch
administers five grant programs that provide funding to county district attorney offices to assist
with their efforts to investigate and prosecute insurance fraud. The Fraud Division administers
four of the five grant programs: Automobile Insurance Fraud, Urban Automobile Fraud Activity
Interdiction, Disability and Healthcare Fraud, and Workers’ Compensation Insurance Fraud. The
Investigation Division administers the Life and Annuity Consumer Protection Program.
Supplemental-Disability and Healthcare Fraud funding was obtained and implemented on July
1, 2014. This one time supplemental funding will be administered over the next four years.

The Branch also provides outreach, education, and is a liaison to public agencies involved in
combating fraud.

The Enforcement Branch is composed of two divisions: Fraud and Investigation.

BRANCH ORGANIZATION

Branch Management Team — The Enforcement Branch Management team consists of the
Deputy Commissioner, two Division Chiefs (Investigation and Fraud Divisions), two Bureau
Chiefs (Fraud Division), a Professional Standards Unit Captain (Supervising Fraud Investigator
II), one Headquarters Chief (Staff Services Manager Ill), and an Executive Assistant.

Branch Headquarters — The Headquarters Chief is responsible for the management of the
Branch Headquarters Office that supports the Enforcement Branch Deputy Commissioner and
the Fraud and Investigation Divisions’ regional offices. This position works closely with other
units within the department, most notably Human Resources Management Division, Budget and
Revenue Management Bureau, Accounting Services Bureau, Information Technology Division,
and Business Management Bureau. The Headquarters Chief reports to the Deputy
Commissioner.

Six units within Enforcement Branch Headquarters perform the following activities in support
of the Regional Offices:

 Human Resources and Training
» Local Assistance
= Management Reporting and Intake
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+ Fraud Grant Audit Program
= Special Investigative Unit (SIU) Compliance Program
= Budgets, Property Control, and Special Projects

The Professional Standards Unit Captain oversees the following units:

Professional Standards Unit/Backgrounds — A Detective Sergeant (Supervising Fraud
Investigator 1) coordinates all investigations and supervises a team of Detectives and retired
annuitants who perform all pre-employment background investigations for the Branch. This
position conducts internal affairs investigations when needed, as well as special projects. The
Detective Sergeant reports to the Professional Standards Unit Captain.

Professional Standards Unit/Computer Forensic Team (CFT) — A Detective Sergeant
(Supervising Fraud Investigator I) coordinates the tasks of the Computer Forensic Team that
supports statewide investigative efforts through technical expert forensic examinations of
computer data seized during investigations. The CFT Detective Sergeant reports to the
Professional Standards Unit Captain.

Professional Standards Unit/Enforcement Tactics Training Unit (ETTU) — A Detective
Sergeant (Supervising Fraud Investigator I) coordinates training and equipment management in
the areas of Arrest and Control, Firearms, Building Entry, and First Aid/CPR for all investigative
staff of the Branch. The ETTU Detective Sergeant reports to the Professional Standards Unit
Captain.

Professional Standards Unit/Internal Affairs (IA) — A Detective Sergeant (Supervising Fraud
Investigator 1) is responsible for overseeing and/or conducting complex and sensitive
investigations and research related to internal affairs investigations and citizen’s complaints for
the Enforcement Branch in accordance with departmental policies, procedures, and applicable
laws, rules and regulations. The Internal Affairs Detective Sergeant reports to the Professional
Standards Unit Captain.

ANTI-FRAUD OUTREACH

One component of the Enforcement Branch’s mission statement is to provide anti-fraud
outreach and training to the public, private, and governmental sectors. The Branch provides a
wide array of public awareness through liaison and educational materials. The department’s
overall goal is to advance communications that will help consumers understand insurance fraud
and create stronger deterrence through public awareness.

The following are examples of outreach activities:

« Internet — The CDI Internet public web site addresses several topics including: “What
is Insurance Fraud?” and “Reporting Fraud”. The web site provides Insurance Fraud
Reporting Forms, identifies Fraud Division Regional Offices, and reports Workers’
Compensation Insurance Fraud Convictions. Relevant press releases are posted as
arrests and convictions occur.

= For Workers’ Compensation Fraud, consistent with the requirements of California
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Insurance Code Section 1871.9, the department posts fraud convictions on its web site
for five years from the date of conviction or until it is notified in writing that the
conviction has been reversed or expunged.

» Community Forums — The Enforcement Branch participates in community-sponsored
events, such as town hall meetings, public hearings, and underground economy
seminars. These forums give the Branch opportunities to hear directly from
consumers regarding their insurance concerns, and also to provide information
communities may find useful to protect themselves from insurance fraud.

= Media/Public Service Announcements — The Enforcement Branch participates with
local, state, and national broadcasting outlets to educate the public about insurance
fraud in California. The Branch’s accomplishments are highlighted so the public is
aware of workers’ compensation arrests, prosecutions, and convictions throughout the
state. Significant cases are taken to the media, in partnership with other law
enforcement agencies, to educate the public about the Branch’s activities with an eye
toward further deterrence.

* Industry Liaison — The Enforcement Branch maintains ongoing liaison with the
insurance industry by interacting with a variety of organizations including: The
International Association of Special Investigation Units, Workers’ Compensation
Advisory Committee, Insurance Fraud Advisory Board, National Insurance Crime
Bureau Regional Advisory Committee, Health Fraud Task Force, Underground
Economy Task Forces, California Coalition on Workers’ Compensation, California
Workers’ Compensation Institute, Northern California Fraud Investigators’ Association,
and the Southern California Fraud Investigators’ Association.

+ Governmental Liaison — The Enforcement Branch maintains routine liaison with the
following state agencies or entities on matters of overlapping jurisdiction or mutual
concern: California Peace Officers Association, California Peace Officer Standards and
Training, Instructor Standards Counsel, California Highway Patrol, Employment
Development Department, Department of Industrial Relations—Division of Workers’
Compensation and Division of Labor Standards Enforcement, Department of
Consumer Affairs, Bureau of Automotive Repair, California Contractors State License
Board, the Cemetery and Funeral Bureau, Department of Justice, Department of
Corporations, Franchise Tax Board, California Board of Chiropractic Examiners,
California District Attorneys Association, National Association of Insurance
Commissioners, Statewide Vehicle Task Force, Department of Corrections and
Rehabilitation, Department of Alcoholic Beverage Control, and Regional Auto Theft
Task Forces.

« Grant Workshops for County District Attorney’s Offices — Statewide workshops for
district attorney personnel who participate in the Insurance Fraud Grant Programs are
provided jointly by the Local Assistance Unit, Fraud Grant Audit Program, and Fraud
Division regional offices. The workshops, designed for staff responsible for complying
with the program data collection and reporting requirements, cover the administration
and audit of grant programs, and the components of a successful joint plan.
Procedures to deal with fraud complaints and referrals received by both the Fraud
Division and the district attorney are explored
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SECTION TWO: INVESTIGATION DIVISION

The mission of the Investigation Division is:

“To protect California consumers by investigating suspected violations of laws
and regulations pertaining to the business of insurance and seeking
appropriate enforcement actions against violators.”

Effective enforcement of the insurance laws helps to safeguard consumers and insurers from
economic loss and eliminate unethical conduct and criminal abuse in the insurance industry.

The Investigation Division is charged with enforcing applicable provisions of the California
Insurance Code under authority granted by Section 12921 and to refer crimes to appropriate
prosecuting authorities pursuant to Insurance Code Sections 12928 and 12930. The Division
pursues prosecution of offenders through both regulatory and criminal justice systems.

The Insurance Commissioner’s priorities emphasize investigation and prosecution in the
following areas:

e Premium theft

= Senior citizen abuses

« Health insurance violations

» Unauthorized insurers and insurance transactions

« Deceptive sales and marketing practices

- Title insurance rebates

+ Public adjuster violations

» Abusive acts committed by auto insurance agents and companies
» lllegal bail practices

Budget and Staffing

During the fiscal year 2014-15, the Investigation Division’s expenditures totaled $10,031,503 in
support of 105 authorized positions.

Investigation Division Administration and Operations

Division Chief — Under the general direction of the Deputy Commissioner of the Enforcement
Branch, the Investigation Division Chief oversees a statewide consumer protection and law
enforcement unit consisting of seven regional offices.

Branch Headquarters — The Enforcement Branch Headquarters administers the Life and
Annuity Consumer Protection Program and provides administrative services to the Investigation
Division regional investigators and their staff.

Management Reporting and Intake Unit — As part of the Branch Headquarters, this unit
receives and reviews information from the public, governmental agencies, the insurance industry,
law enforcement, and other units within the department. All reports of suspected violations are
entered into the Investigation Division database for tracking and intelligence purposes. Reports of
suspected violations are assigned to regional offices to investigate. The unit processes all
Division inquiries and requests from consumers, other CDI branches, and from other
governmental agencies.
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Investigation Division Regional Offices — Seven regional offices located throughout
California are each managed by a Chief Investigator assisted by first-line supervisors,
investigators, and support staff. Each regional office is responsible for investigating reports of
suspected violations within their jurisdiction.

The Criminal Operations Point of Sale Unit (COPS) — A team of sworn peace officers within
the Investigation Division, assists investigators with criminal investigations, effects arrests,
executes search warrants, serves as liaison with allied law enforcement, and advances the
department’s continuing goal of protecting consumers by using the full array of peace officers’
powers authorized by Penal Code §830.3.

Additionally, the Division’s Special Investigators are empowered by Penal Code § 830.11 to
arrest suspects and to serve warrants.

Violations — The Investigation Division pursues the following violations:

1. Premium Theft — The theft of insurance premiums is the most prevalent type of
misconduct in the agent/broker arena. lllegal conduct ranging from single thefts to
multi-million dollar scams victimizes the insurance industry and competitive
businesses.

2. Senior Citizen Abuse — Certain segments of the insurance industry target their
marketing efforts toward senior citizens. Unscrupulous agents abuse elderly
customers by unnecessarily replacing existing policies to earn greater
commissions. Initial sales or replacement policies may be wholly unsuitable
products further victimizing seniors. The misconduct may involve criminal activities
including theft, falsifying documents, Ponzi schemes and confidence games.

3. Health Insurance Violations — This type of fraud encompasses the deceptive sale
of long term care products; Medicare supplements, Medicare Advantage Plans —
Part C, Medicare Prescription Drug Plans — Part D; medical discount card scams
and “mini-med” plans; as well as other health insurance schemes and violations of
the Affordable Care Act/Covered California program perpetrated by licensees.

4. Deceptive Sales and Marketing Practices — The failure of some insurers to properly
monitor and control their sales force can lead to unethical and misleading
marketing practices such as bait and switch schemes, misrepresentation, and the
use of misleading titles and designations.

5. Unauthorized Insurance Companies — This type of fraud includes everything from
phony insurance cards sold in DMV parking lots to fully operational offshore
insurance companies issuing policies they have no intention of honoring.

6. Public Adjuster Misconduct — Public adjusters represent insurance claimants in the
settlement of claims with their insurance companies. Misconduct in this area
includes high-pressure sales, overcharging, conflicts of interest with vendors, and
failure to account for claims proceeds.

7. Title Company Rebates and Kick-Backs — Kick-backs and commercial bribery are
among the anti-competitive practices used to gain business from realtors.
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8. Bail Agent Activity — A bail agent is a person permitted to solicit, negotiate, and
transact undertakings of bail on behalf of a surety insurer. Some unscrupulous bail
agents fail to return collateral, aid and abet unlicensed bail agents, or apprehend

arrestees with the intent to extort premium payments.

In addition to these violations, the Division investigates other complaints and alleged violations of

laws relating to the transaction of insurance prohibited by the California Insurance Code,

California Business and Professions Code, California Code of Regulations, California Penal

Code, and Title 18 of the United States Code. In October 2013, the Investigation Division

deployed a new mail and case tracking system called Investigation Division Case Management
(IDCM). IDCM keeps a record of the development of each case from the receipt of complaint

against a suspected violator through investigation and disposition.

Unlike the former tracking system where a case file represents a file against a single suspected
violator, IDCM allows for associating different suspected violators into one case file. Due to this
change in methodology, all data presented in this annual report are based on suspected violators

instead of case files.

TABLE A: DIVISION WIDE INVESTIGATIONS
Fiscal Year 2014-15

Complaints and General Correspondence Received .............cccccce..... 1,531
OPENEAL ... 1,012
Additional Complaints-Consolidated with Existing Cases...................... 337
(070] 371 o] =7 1= o ISR 1,120
In Progress as of June 30, 2015:

CHMINAL CASES ....coiiiiiiiiieeee e 658
Regulatory /Administrative Cases..........uuceeviieeeiiiiiiiiiii e eeee e 527
o] 7= | TP 1,185
Reports of Suspected Violation? as of June 30, 2015:

CHMINGI CASES ... 96
Regulatory /Administrative Cases...........ceeeiieeeiiieeiiiiiee e 147
L1 = | 243
Chargeable Fraud ...........cccooiiieiiiieiiieie e $103,185,188
Ordered ReSHLULION .........uiiiieeeeiieecee e $1,628,251
Investigative COSt RECOVEIIES ...........uuuuuiiiiiiiiiiiiiiiiiiiiiiiiiiiiiieiianes $461,500
FIiNES and PeNAILIES.......oceveiieeeeeeeee et $47,280

TABLE B: CRIMINAL PROSECUTION CASES
Fiscal Year 2014-15

Referral t0 PrOSECULOIS. ... e 90
Case Filed by ProSECULOIS..........ccvuuiiiei e 47
Search Warrants OBtaINEd ........coouvee i 105

YIncludes subjects identified in fiscal year 2014-2015 for cases opened in fiscal year 2013-2014.

2 Any initial allegation that is found sufficient to warrant an investigation but which has not yet been assigned to an

investigator. It is intended to represent matters that are potential future investigations.
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Arrest Warrants OBtaiNed .........ooveiieiiiieee et 46
F N =15 (T TP 55
(@01 01V/Tex 1101 8 1T PP 46

TABLE C: REGULATORY PROSECUTION CASES
Fiscal Year 2014-15

Cases referred for regulatory prosecution .............cccceeeveeeevieeeiiiceeeeennn, 136
Investigation Division Funding

Most investigations conducted by the Division are supported by revenues generated from fees
and licenses charged to the insurance industry. Investigations related to automobile insurance and
investigations related to Life and Annuity Consumer Protection Programs are partially funded by
special assessments.

Investigations Related To Automobile Insurance

Insurance Code Section 1872.81 requires each insurer doing business in California to pay to the
Insurance Commissioner an annual special purpose assessment of 26 cents for each insured
vehicle it covers in the State. The purpose of the fee is to maintain and improve consumer service
functions related to automobile insurance.

TABLE D: AUTO INSURANCE INVESTIGATIONS?
Fiscal Year 2014-15

(@] 011 1 T=To R 143
Completed......coooiii 166
In progress as of June 30, 2015 .........uuuuiiiiiiiiiiiiiiiiii 190
Reports of Suspected Violation as of June 30, 2015...........ccooevvveeireennn. 39

Enhanced Fraud Investigations

The California Department of Insurance (CDI) successfully litigated an anti-fraud case against
Sutter Health resulting in a settlement payment, which statute indicates upon appropriation shall
be used by CDI for enhanced fraud investigation and prevention efforts. The General Fund
appropriation begins fiscal year 2014-2015 and extending through fiscal year 2017-2018
consistent with Insurance Code Section 1871.7 (g)(1)(A)(iv).

TABLE E: ENHANCED FRAUD INVESTIGATIONS
Fiscal Year 2014-15

OPENEA ... 377
Completed.....coooiii 81
In progress as of June 30, 2015 .........uuuuiiiiiiiiiiiiiiiiiii e 130
Reports of Suspected Violation as of June 30, 2015............cccccceeeeeeennn. 170

3 This data is included in the overall Division case information shown on the previous sections of this report.
* Includes subjects identified in fiscal year 2014-2015 for cases opened in fiscal year 2013-2014.
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Investigations Related to Life Insurance and Annuity Products

The Life and Annuity Consumer Protection Fund (CIC § 10127.17) provides funds to protect
consumers of life insurance and annuity products. Revenue generated pursuant to this program is
divided between the Department of Insurance and Local Assistance Grants to various county
district attorney offices.

Effective January 1, 2014, SB 476 (Chapter 347, Statutes of 2013) made two substantive revisions
to Section 10127.17 of the Insurance Code. The requirement that each individual life insurance
policy and each individual annuity product have a value of $15,000 or more in order for the special
assessment to apply was deleted. The assessment applies to all newly issued individual life
insurance policies and individual annuity products. Additionally, the date of repeal of the Life and
Annuity Consumer Protection Fund was deleted.

In this ninth year of grant funding, the Life and Annuity Consumer Protection Program provided
$750,000 in grant funds to 13 counties. As a result of this collaborative effort, numerous licensed
agents were prosecuted and convicted for theft, financial elder abuse, forgery, and identity theft in
the transaction of life insurance and annuities with California consumers.

TABLE F: LIFE INSURANCE AND ANNUITY PRODUCTS INVESTIGATIONS
Fiscal Year 2014-15

(@] 01T T=To R 159
Completed......ooooiiii 130
In progress as of June 30, 2015 ..........uuuiiiiiiiiiiiiiiiii 360
Reports of Suspected Violation as of June 30, 2015............ccoevviieeeereenn.. 39

TABLE G: LIFE INSURANCE AND ANNUITY CONSUMER PROTECTION PRODUCTS DATA
Calendar Year 2015

Opened Consumer Complaints ... 1,941
Opened INVESHGAtIONS .......iii it e e e e eaeees 138
Investigations referred to/reported by prosecuting agencies................... 35
Administrative or regulatory cases referred to the

Department of Insurance’s Legal Division...............cccveeeiiiieiiiiiiiiiieen e, 32
Administrative or regulatory enforcement actions taken........................ 0

To further educate seniors about life insurance and annuity products, the Division participated in
54 senior events in 2015. The senior events provided information regarding scams
committed against seniors, the purchase and use of insurance and annuity products, claim
filings, and dispute resolution.

Ongoing relationships with the Contractors State License Board, Department of Consumer
Affairs, State Bar of California and various senior expos and health fairs enhance the Division’s
ability to get the message out.

The following educational materials were distributed during 2015:

5 Includes subjects identified in fiscal year 2014-2015 for cases opened in fiscal year 2013-2014
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Annuities-What Seniors Need to Know — 1,775 copies
Senior Insurance Advisories— 1,080 copies
Informing Seniors-SIBOR — 400 copies

Initiatives to Reduce Producer Fraud

The following additional strategies were implemented to reduce agent and broker fraud:

1.

Established quality control measures at the regional level to ensure compliance
with Division policies designed to improve efficiency and increase productivity.

Established the Investigation Division Disaster Assistance Response Team
(DART) to work in conjunction with other CDI divisions and allied agencies to
proactively respond to disasters or other emergencies statewide affecting
enforcement operations.

In conjunction with CDI’s Legal Enforcement Bureau, developed the Visiting
Attorney Program (VAP) to assist in the review of on-going casework, as well as
reports of suspected violations, to ensure that the Division is achieving an efficient
use of its resources.

Enhanced Investigation Division Database to better identify suspects of
investigations, economic impact information, and patterns of non-compliance by
individuals and entities involved in the transaction of insurance.

Provided Life and Annuity Consumer Protection Program (LACPP) training to
county prosecutors, local law enforcement agencies, and consumer groups.

Ongoing development of legislative proposals to strengthen laws governing the
transaction of insurance and the enforcement of those laws.

Ongoing outreach to industry associations, consumer groups, and allied law
enforcement agencies.
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STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE

Dave Jones, Insurance Commissioner

INVESTIGATION DIVISION
George Mueller
Deputy Commissioner
Enforcement Branch
9342 Tech Center Drive, Suite 100, Sacramento, CA 95826
Phone: (916) 854-5760 and Fax: (916) 255-3202

Web address: www.insurance.ca.gov
HOTLINE: 800-927-4357

Kim Johnson-Woods
Division Chief, Investigation Diision

REGIONAL OFFICES AND ASSIGNED COUNTIES

Dale Wiseman, Acting Chief Investigator

Sacramento Regional Office Benicia ional Office
9342 Tech Center Dr., Suite 500 1100 Rose Drive, Suite 100
Sacramento, CA 95826 Benicia, CA 94510
Phone: (916) 854-5700 Phone: (707) 751-2000
Fax: (916) 2554545 Fax: (707) 747-8233

Alpine, Amador, Butte, Calaverss, Coluss, El Alameda, Contra Costa, Del Norte,
Doradeo, Glenn, Lassen, Modoc Mono, Nevada, Humboldt, Lake, Marin, Mendocino,
Placer, Plumas, Sacamento, San Joaquin, Monterey, Napa, San Benito, San
Shasts, Sierra, Sskiyou, Stanslaus, Sutter, Francsco, SanMateo, SantaClara, Sants
Tehama, Trinity. Tuoclumne, Yolo, Yuba Cruz, Sonoma, Sclano

Stephen McPhillips, Chief Investigator

Orange Regional Office San Diego Regional Office
333 South Anita Drive, Suite 450 10021 WillowCreek Road, Suite 100
Orange, CA 92868 San Diego, CA 92131
Phone: (714) 712-7600 Phone: (858) 693-7100
Fax: (714) 9352750 Fax: (858) 6353764

Orange Imperial, San Diego
Minerva Lopez, Chief Investigator

Los An s ional Rancho Cucamonga Regional Office
S999 E. Slauson Avenue 9674 Archibald Avenue, #100
City ofCommerce, CA 90040 Rancho Cucamonga, CA 91730
Phone: (323) 278-5000 Phone: (909) 9192200
Fax: (323) 838-0028 Fax: (909) 9874720

Central and Southern Los Angeles Inyo, Riverside, San Bernardino

Lewis Deslauriers, Chief Investigator Eric Hubner, Captain
lencia Regional Offi Eresno Regional Office iminal rations Point of Sale Uni
27200 TourneyRoad, Suite 375 1780 E Bullard, Sute 101 9674 Archibald Avenue, #100
Valencia, CA 91355 Fresno, CA 93710 Rancho Cucamonga, CA 91730
Phone: (661) 253-7500 Phone:  (558) 440-5900 Phone: (909) 9192200
Fax: (661) 286-13%0 Fax: (559) 4405543 Fax: (909) 9874720

Fresno, Kern, Kings, Madera, Mariposa, Merced, Northern Los Counties Statevide
Angeles, San Luis Obispo, Santa Barbara, Tulare, Ventura
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SECTION THREE: FRAUD DIVISION

The mission of the Fraud Division is:

“To protect the public and prevent economic loss through the detection,
investigation, and arrest of insurance fraud offenders.”

The CDI Fraud Division’s role and responsibilities are outlined in Division 1, Part 2 Chapter 12 of
the California Insurance Code, “The Insurance Frauds Prevention Act.” The Division also ensures
that Penal Code Section 550 is enforced throughout the State of California.

The Fraud Division oversees the following five fraud programs: (1) Automobile Insurance Fraud
Program, (2) Organized Automobile Fraud Activity Interdiction Program, (3) Disability and
Healthcare Fraud Program, (4) Workers’ Compensation Insurance Fraud Program, and (5)
Property, Life and Casualty Fraud Program. These programs are funded through a combination of
annual insurer general assessments and insurance policy assessments. With the exception of the
Property, Life, and Casualty Fraud Program, the County District Attorneys share the funding with
the Fraud Division.

Fraud Division Administration and Operations

The Fraud Division’s nine regional offices serve 58 counties in California. The Enforcement
Branch Headquarters office administratively supports all Fraud Division regional office operations,
including those activities related to the management of the statewide grant programs.
Headquarters provides centralized administrative support for investigations in the Automobile,
Organized Automobile Fraud Interdiction Program, Workers’” Compensation, Disability and
Healthcare, and Property and Casualty Fraud Programs.

Division Chief — Under the general direction of the Enforcement Branch Deputy Commissioner,
and working closely with the southern and northern Fraud Division Bureau Chiefs, the Division
Chief plans, organizes, and evaluates operations of the Fraud Division, including the
investigations of illegal activities, and coordinates activities with various federal and state
government entities in the prosecution of violators.

The Division Chief evaluates district attorneys’ offices receiving program grants, reviews Request
for Applications (RFA) made by district attorneys, and makes recommendations to the Insurance
Commissioner and Deputy Commissioner regarding RFAs, Fraud Division policy, procedures,
issues, and regulations. The Division Chief provides advice to CDI management regarding
proposed anti-fraud legislation and regulations.

Bureau Chiefs — Under the general direction of the Fraud Division Chief, Bureau Chiefs plan,
organize, and coordinate the work of multiple offices engaged in the investigation of violations of
insurance and related penal statutes.

The Bureau Chief responsible for the northern region is responsible for the operation of the
Sacramento, Benicia, Silicon Valley, and Fresno regional offices and has program oversight
responsibility for the Workers” Compensation and Disability and Healthcare Fraud Programs.

The Southern Region Bureau Chief is responsible for the operation of the Inland Empire, Orange,
Valencia, Southern Los Angeles County and San Diego regional offices. The position also
oversees the Fraud Division’s two Automobile Fraud Programs — (Regular) Automobile Insurance
Fraud and Organized Automobile Fraud Activity Interdiction — and the Property and Casualty
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Fraud Program.
Fraud Grant Audit Program

The primary responsibility of the Enforcement Branch Headquarters Fraud Grant Audit Program
(FGAP) is to conduct fiscal compliance audits of the W orkers’ Compensation, Automaobile,
Organized Automobile Fraud Activity Interdiction, Disability and Healthcare, and Life and Annuity
Consumer Protection Program insurance fraud grant(s) awarded to participating California District
Attorney’s Offices. The purpose of the audit is to provide reasonable assurance that the funds
have been used for enhanced investigation and prosecution of specific types of insurance fraud in
accordance with applicable statutes and regulations. If a county district attorney’s office
participates in more than one insurance fraud grant program, the programs are audited
concurrently to maximize efficiency. Audit findings, particularly repeat findings and/or unresolved
findings, may affect future insurance fraud grant funding for the county district attorney’s office.

California Insurance Code Sections 1872.8(b)(1)(D) and 1874.8(d) require the California
Department of Insurance (CDI) to conduct fiscal audits of the Automobile and Organized
Automobile Fraud Activity Interdiction Insurance Fraud Programs at least once every three years.
California Code of Regulations Sections 2698.67(h), 2698.77(e)(1) and 2698.98.1(g) and (h)
require CDI to conduct fiscal audits of the Automobile, Organized Automobile Fraud Activity
Interdiction, and Disability and Healthcare Fraud Programs once every three years. California
Code of Regulations Section 2698.59(f) and California Insurance Code Section 10127.17
authorize the CDI to conduct fiscal audits of the Workers’ Compensation Insurance Fraud
Program and the Life and Annuity Consumer Protection Program.

In fiscal year 2014-15, the FGAP completed fiscal audits of 40 grants received by eight county
district attorney’s offices. The breakdown of the audits by program is:

TABLE H: FGAP COMPLETED FISCAL AUDITS
Fiscal Year 2014-15

Workers’ Compensation ...........coouuuiiiiiiiii e 17
AULOMODIIE ... 12
Organized AUtOMODIIE .........oooe i e 2
Disability and Healthcare ............ccoooe i 0
I == Vg o N ] o 1F ] 9

The most common findings were:

= Mid-Year Program Report was not submitted within the required
timeframe.

» Expenditure Report was not submitted within the required timeframe.

* Indirect Costs calculation exceeded allowable percentage.

Once the FGAP completes its analysis, a preliminary report may be issued to the county district
attorney’s office. The preliminary report identifies the potential audit findings, observations, and
recommendations. The County District Attorney’s Office is given 30 calendar days to respond and
provide additional documentation. After analyzing any additional information received, a final
report is issued to the county district attorney, CDI Enforcement Branch Deputy Commissioner,
Division Chief, Bureau Chief, Regional Office Captain or Chief Investigator, Enforcement Branch
Headquarters Chief, Program Manager, and the Legal Division, as appropriate. The final audit
report includes the county’s response to the preliminary report and any corrective actions taken to
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resolve the finding(s).

The FGAP along with the CDI Local Assistance Unit conducted outreach for California District
Attorney staff by staffing an outreach booth at the 26" Annual Anti-Fraud Conference
presented by the Northern California Fraud Investigators Association Conference, California
District Attorneys Association, California Department of Insurance, and National Insurance
Crime Bureau. Attendees of the conference were provided insurance fraud grant program
information as well as FGAP audit process information through interaction with CDI staff as
well as an informational CD and handout materials.

AUTOMOBILE INSURANCE FRAUD PROGRAM

The Fraud Division is the primary law enforcement agency responsible for investigating automobile
insurance fraud crimes and it coordinates enforcement operations with municipal, state, and
federal enforcement agencies throughout California. Completed investigations are filed with the
local district attorney or the United States Attorney General’s Office.

Fraud Division detectives enforce the provisions of California Penal Code Sections 548-550.
Detectives focus on five major categories: medical mills, organized crime, staged collision rings,
false and fraudulent claims, and organized economic automobile theft groups. Organized criminal
elements continue to use these types of schemes.

During fiscal year 2014-15, the Fraud Division received 20,460 suspected fraudulent claims
(SFCs), assigned 658 new cases, made 354 arrests, and referred 376 submissions to prosecuting
authorities. The potential loss amounted to $142,881,153.

District Attorneys’ Automobile Insurance Fraud Program

During fiscal year 2014-15, 30 counties received funding totaling $15,259,000 through the
department’s Auto Insurance Grant Program. The financial support provided to each county is
based on county population, the number of Suspected Fraudulent Claims (SFCs) reported, and
the Insurance Commissioner’s evaluation of the county’s historical performance and plan
description.

For fiscal year 2014-15, California district attorneys initiated 2,597 investigations and made 1,135
arrests, culminating in 1,231 convictions. This number includes the Fraud Division’s enforcement
actions and local law enforcement investigations.

Chargeable fraud amounted to $17,567,061, with $2,849,878 in restitution ordered by the courts.
Organized Automobile Fraud Activity Interdiction

The California State Legislature has determined that organized automobile fraud activity operating
in major urban centers of the state represents a significant portion of all individual fraud-related
automobile insurance cases. This fraudulent activity drives higher insurance premiums in certain
urban and low-income areas of the state. The problem demands coordinated effort by all
appropriate agencies and organizations. California Insurance Code Section 1874.8 requires the
Insurance Commissioner to award three to 10 grants for a coordinated program targeted at the
successful prosecution and elimination of organized automobile fraud activity. The primary focus
of the program is organized criminal activity that occurs in urban areas and which often involves
the staging of collisions and filing accident or damage claims.
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Typically, legal and medical professionals or their associates mastermind these cases. In recent
years, highly sophisticated groups have captured the attention of the Fraud Division, prosecutors,
and allied law enforcement.

During fiscal year 2014-15, the Fraud Division assigned 247 new cases and made 279 arrests
and 215 referrals to prosecuting authorities. Potential loss amounted to $7,433,509.

District Attorneys’ Organized Automobile Fraud Activity Interdiction Program

During fiscal year 2014-15, 10 counties were awarded grant funding totaling $6,692,000. The
grant awarded to district attorneys reported 279 arrests, including Fraud Division arrests. District
attorneys prosecuted 285 cases involving 695 defendants with chargeable fraud totaling
$15,580,336. District attorney prosecutions resulted in 286 convictions.

DISABILITY AND HEALTHCARE FRAUD PROGRAM

Health insurance fraud is a significant problem for health insurance policyholders because it
drains resources out of the system causing unnecessary premium increases. California Insurance
Code Section 1872.85(a) provides funding for the Disability and Healthcare Fraud Program
through annual special purpose assessment to be determined by the Commissioner: not to
exceed 20 cents ($0.20) for each insured person in California who is covered by an individual or
group insurance policy it issues. This funding supports criminal investigations statewide by the
Fraud Division and prosecution by district attorneys of suspected fraud involving disability and
healthcare.

This program area includes suspected fraudulent claims involving: claimant disability other than
workers' compensation, dental claims, billing fraud schemes, immunization fraud, unlawful
solicitation, durable medical equipment, and posing as another to obtain benefits.

During fiscal year 2014-15, the Fraud Division identified and reported 501 SFCs, assigned 91 new
cases, and made 15 arrests and 21 referrals to prosecuting authorities. Potential loss amounted
to $54,221,430.

Healthcare Settlement

During fiscal year 2014-15, the Fraud Division identified and reported 95 SFCs, assigned 80 new
cases, and made six arrests and six referrals to prosecuting authorities. Potential loss amounted
to $54,123,918.

District Attorneys’ Disability and Healthcare Program

In fiscal year 2014-15, 11 counties received funding totaling $5,104,000 through the department’s
Disability and Healthcare Insurance Fraud Grant Program. The district attorneys reported 242
investigations, 76 arrests, and 81 convictions, which also included a majority of Fraud Division

arrests. Chargeable fraud amounted to $229,584,770 with $12,807,752 restitution ordered by the
courts.

District Attorneys’ Disability and Healthcare Supplemental Program (Settlement)

As the result of a one-time Qui-Tam settlement, the California Department of Insurance received
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$4,000,000 to be awarded over four years, through an annual competitive process, available to
those counties receiving a Disability and Healthcare Grant. These funds are to be used solely for
the enhanced investigation and prosecution of cases involving healthcare/medical providers that
have the potential to have great impact on disability and healthcare insurance fraud.

Fiscal year 2014-15 was the first year of this award; seven counties received funding totaling
$1,000,000 through the Disability and Healthcare-Supplemental Insurance Fraud Grant Program.
The district attorneys reported 79 investigations and 11 arrests. Chargeable fraud amounted to
$1,162,633.

WORKERS’ COMPENSATION INSURANCE FRAUD PROGRAM

In California, workers’ compensation insurance is a no-fault system. Injured employees need not
prove an injury was someone else’s fault in order to receive workers’ compensation benefits for an
on-the-job injury. In addition to medical expenses being covered for injured employees, some
injured workers are entitled to recover a portion of lost wages resulting from injury. Fraudulent
workers’ compensation claims can be an enticing target for criminals.

Workers’ compensation insurance fraud occurs in simple and complex schemes that often require
difficult and lengthy investigations. Employees may exaggerate or even fabricate injuries. At the
other end of the spectrum, white-collar criminals, including doctors and lawyers, entice, pay, and
conspire with others to defraud the system by creating false or exaggerated claims, over treating,
and over prescribing harmful and addictive drugs. Insurance companies “pick up the tab,” passing
the cost onto policyholders, taxpayers, and the general public.

The Workers' Compensation Fraud Program was established in 1991.The legislature made
workers' compensation fraud a felony, required insurers to report suspected fraud, and
established a mechanism for funding enforcement and prosecution activities. The legislation
established the Fraud Assessment Commission to determine the level of assessments to fund
investigation and prosecution of workers’ compensation insurance fraud.

Funding for the program comes from California employers who are legally required to be insured
or self-insured. The total aggregate assessment for fiscal year 2014-15 was $52,055,400.

During fiscal year 2014-15, the Fraud Division identified and reported 5,931 suspected fraud
cases; (SFCs) assigned 572 new cases, made 240 arrests and referred 197 cases to prosecuting
authorities. Potential loss amounted to $277,032,462.

District Attorneys’ Workers’ Compensation Program

In fiscal year 2014-15, the district attorneys reported a total of 740 arrests, which also included the
majority of Fraud Division arrests. During the same time frame, district attorneys prosecuted 1,409
cases with 1,654 suspects, resulting in 650 convictions. Restitution of $32,065,830 was ordered in
connection with these convictions and $8,647,532 was collected during fiscal year 2014-15. The
total chargeable fraud was $646,186,555 representing only a small portion of actual fraud since so
many fraudulent activities remain to be identified or investigated.

PROPERTY, LIFE AND CASUALTY FRAUD PROGRAM

The Property, Life and Casualty Fraud Program accounts for approximately five percent of the

California Department of Insurance Page 38
2015 Annual Report



Enforcement Branch

Fraud Division's allocated budgetary resources. The funding stream for this program is generated
by a $2,100 assessment for each certificate of authority in California. These funds are non-
restrictive and can be used to support all other Fraud Division program areas if needed. There is
no local assistance component to this program.

This general program handles criminal investigations involving staged commercial/residential
burglaries, life insurance fraud (which includes murder for profit cases), fraudulent natural disaster
claims (wildfire, flood, earthquake, wind), slip and fall claims, internal embezzlement cases, false
food contamination claims, and false marine claims. Criminal investigations in this program area
can involve millions of dollars in loss (especially in life insurance fraud cases), and multiple claims
for the same loss perpetrated by multiple suspects. Many of these cases have been jointly
investigated in cooperation with local and federal law enforcement agencies and have been
prosecuted at the local, state, or federal level.

During fiscal year 2014-15, the Fraud Division identified and reported 5,440 SFCs, assigned 87
new cases, made 54 arrests and referred 45 submissions to prosecuting authorities. Potential loss
amounted to $148,895,952.

Budget and Staffing

TABLE I: FRAUD DIVISION BUDGETED/EXPENDITURES BY PROGRAM AND FISCAL YEAR
STAFFING LEVELS®
Fiscal Year 2014-15

Fraud Budgeted LEVEIS..........cccueiiceeceeeesese ettt $114,644,000
Fraud Actual EXPENTITUIES ... ssessssssssssssensnes $107,270,000
Insurance Fraud Assessment, Auto:

< District Attorneys’ Auto Distribution ............cccccceeeiiiiiiiiiiiiinnnnn. $21,951,000
< State Operations Auto Expenditures ..........ccccceeeeeeeeeeieeeiinnnnnn. $19,521,000
Insurance Fraud Assessment, Workers’ Compensation:

« District Attorneys’ Workers’ Compensation Distribution............ $31,759,000
- State Operations Workers’ Compensation Expenditures ........ $21,192,000
Insurance Fraud Assessment, Disability and Healthcare:

« District Attorneys’ Disability and Healthcare Distribution ........... $5,104,000
- State Operations Disability and Healthcare Expenditures ... $2,516,000
Insurance Fraud Assessment, General:

- State Operations General Assessment Expenditures................... $2,149,000
General Fund, Enhanced Fraud and Prevention:

= District Attorney’s Enhanced Fraud and Prevention
1111 ] 011 T o A $1,000,000
= State Operations, Enhanced Fraud and Prevention

5 Includes all authorized program 20 positions
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EXPENITUIES.....coe i $2,078,000
Fiscal Year 2014-15 Fraud POSItIONS .....oovvieiiiee et eeanaees 306

SPECIAL INVESTIGATIVE UNIT (SIU) COMPLIANCE PROGRAM

Special Investigative Units are divisions internal to insurance companies or retained by contract
that identify and investigate suspected fraud involving their policyholders or claimants. The SIU
Compliance Program within the Department of Insurance is responsible for ensuring that
approximately 600 primary and 600 subsidiary companies licensed to do business in California
comply with SIU statutes and regulations. This task is accomplished through a combination of
field audits, desk reviews, and analysis of the SIU Annual Report that Insurers file with CDI as
required by regulations (now in an electronic format referred to as the eSIUAR).

Field Audits and Desk Reviews
Field audits consist of:

= Notifying the insurer at least 60 days in advance of the on-site visit

= Audit planning prior to the on-site visit
» On-site fieldwork
= Reporting the results of the audit

Once the SIU Compliance Program completes its on-site fieldwork, a Preliminary Report is issued
to the insurer. This report presents findings and recommendations related to the Insurer. The
Insurer is provided 30 days to prepare a Corrective Action and Compliance Plan (CACP). The
CACP must either:

1. Demonstrate how the insurer will correct the findings and achieve compliance, or
2. Include any written material that the insurer may have to rebut the finding identified in the
Preliminary Report.

After the CACP is reviewed by the SIU Compliance Office, a Final Report is prepared by
department staff determining whether the CACP has been accepted in full or part by CDI. If
CACP is not fully accepted by CDI, penalties in the form of fines may result.

Common audit findings of insurers include:

e Insurer did not report all incidents of suspected fraud to CDI within 60 days of reasonable
belief being established.

e Insurer's SIU did not identify and investigate all incidents of possible suspected workers’
compensation premium fraud.

e Insurer did not provide all verification and/or source documents (e.g., premium audit
information) to allow an adequate review of workers’ compensation policy files.

o Insurer’s suspected fraud referral forms (eFD-1s) to CDI had errors and/or omissions.

e Insurer did not submit all requested documents and/or information requested by the
auditor, which affected the auditor’s ability to conduct a complete review of workers’
compensation closed claims and/or SIU investigation files related to the lines of business
subject to review.

¢ Insurer’s integral anti-fraud personnel did not refer all incidents of suspected insurance
fraud to the SIU for investigation.

e Insurer’s written anti-fraud procedures or SIU investigation procedures did not include all
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required topics/information/instructions.

e Insurer’s training materials for new hires, integral anti-fraud personnel or SIU staff did not
include all required topics/information.

e Insurer’s continuing anti-fraud training was not provided to all SIU staff members.

e Insurer’s anti-fraud orientation for new hires was not provided to all new employees within
90 days of commencement of duties.

¢ Insurer’s annual anti-fraud training was not provided to all integral anti-fraud personnel.
Insurer’'s SIU Annual Report was inaccurate, incomplete or and/or late.

TABLE J: SPECIAL INVESTIGATIVE UNIT (SIU) COMPLIANCE PROGRAM FIELD AUDIT
DETAIL
Fiscal Year 2014-15

Final Report Date Company WI/C Insurer?
6/20/2015 Employers Compensation Insurance Company Yes
9/28/2015 Interinsurance Exchange of the Automobile Club No
9/28/2015 United States Fire Insurance Company Yes
9/29/2015 Tower Select Insurance Company Yes
10/30/2015 Northwestern Mutual Life Insurance Company No
10/30/2015 Mercury Insurance Company No
12/14/2015 Humana Insurance Company No

Desk Reviews

In fiscal year 2014-15, the SIU Compliance Program completed its examination of insurers’ 2012 &
2013 SIU Annual Report documents, which included integral anti-fraud personnel procedures, SIU
procedures, new hire anti-fraud orientation material, and integral anti-fraud personnel annual anti-
fraud in-service training material for compliance with California Code of Regulations §2698.35,
2698.36, and 2698.39. Insurers determined to have remained noncompliant during calendar year
2014 were allowed an opportunity to submit a Corrective Action and Compliance Plan (CACP) on or
before September 1, 2015, to show compliance. The SIU Compliance Program plans to complete
desk reviews during fiscal year 2015-16 of the CACP submissions received along with insurers’ 2014
SIU Annual Report document submissions.

SIU Annual Report

For the convenience of the insurance industry, the SIU Compliance Program’s registration,
completion, and submission process for the SIU Annual Report (eSIUAR) is now online.
Safeguards are provided so that the report remains confidential, privileged, and proprietary.
Insurers may update their contact information online throughout the year as needed. CDI is able
to reach the SIU community via email notifications based on updates made by insurers to this
site. The eSIUAR requires insurers to upload specified documents such as training materials and
procedures, which permits the SIU Compliance Review Program auditors to conduct more
extensive and broad-based reviews of insurers’ compliance with California SIU statutes and
regulations. These procedures help to ensure that suspected fraud is identified, investigated, and
referred to the CDI Fraud Division (and District Attorney for workers’ compensation) accurately and
on time.
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Suspected Fraudulent Claims Reporting

The primary source of leads for investigations initiated by the Fraud Division is the Suspected
Fraudulent Claim (SFC). A suspected fraud referral can be as simple as a telephone call from a
citizen or as complex as a “documented referral” with supporting evidence submitted by an
insurance carrier. SFCs are received by CDI from various sources, including insurance carriers,
informants, witnesses, law enforcement agencies, fraud investigators, and the public.

The vast majority of SFCs are generated by the insurance industry. The standards for referring an
SFC are required by the Insurance Code when the carrier “believes” or has “reason to believe” or
“has reason to suspect” that insurance fraud has occurred. Because of the different standards for
reporting, not all SFCs result in criminal conviction.

All referrals submitted to the Fraud Division, regardless of the reporting party and supporting
evidentiary information, are assigned a case tracking number, and placed in the Fraud Integrated
Data Base (FIDB). The referrals are then forwarded to supervisors in the regional office with
jurisdiction over the allegations. The supervisors use standard criteria when determining case
assignments in the various fraud programs, including:

Public safety

Consideration of the Insurance Commissioner’s strategic initiatives

The quality of the evidence presented

The priority level of the suspected fraud referral

The availability of investigative resources

The jurisdiction for prosecution, especially if the district attorney is receiving grant funds
If the arrest and conviction of suspects would make an impact on the problem within the
county and/or state

e Case assignments may not be made if allegations are abuse rather than fraud, the
statute of limitations has expired, or a discussion with a district attorney regarding

facts of the SFC result in rejection of the referral or the case being referred to

another agency.

According to Fraud Division data, the quality of SFCs continues to improve each fiscal year.
Several reasons for this trend include:

e The extensive efforts to provide training to insurance claim examiners and SIU personnel
by the Fraud Division.

e T he availability of the electronic form.

e Current SIU regulations that help insurance carriers step up their anti-fraud efforts and
become more effective in identifying, investigating, and reporting workers' compensation
fraud.

¢ The Fraud Division and district attorneys’ aggressive outreach programs.
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TABLE K: SUSPECTED FRAUDULENT CLAIMS (SFCs)
Fiscal Year 2014-15

AULO AN UIBAN AULO ...oceeiie et ea e 20,460
Property CasUalty” .......c.oeeiiieeiiieesiee e seeesee e e e 5,440
Workers’ Compensation............cccooiieeeiiiiiiiiiie e 5,931
[ L= 111 o [ 501
Healthcare SEetemEeNnt ........couniien e 95
Total Suspected Fraudulent Claims ..., 32,427

TABLE L: THE NUMBER OF CASES REJECTED BY THE FRAUD DIVISION DUE TO
INSUFFICIENT EVIDENCE OR OTHER REASONS
Fiscal Year 2014-158

SFCs closed, unassigned due to insufficient evidence .................... 14,949
SFCs closed, unassigned due to insufficient resources................... 15,155
SFCs closed, unassigned due to other reasons..............cccceeeeeeeeeeeeeenn. 803
SFCs that were assigned to iNnvestigators...........ccooeeveeeeeeeeeeeeeeeeeen 1,520

TABLE M: THE STATUS OF THE ASSIGNED SUSPECTED FRAUDULENT CLAIMS (SFCs)
Fiscal Year 2014-15°

SFCs that resulted in conviction or referred to

District Attorney or other Prosecuting Authority ...........ccccoeeeeiieeiiiiiiiieeneeee, 143
SFCs that were closed due to other reasons such

as reduction of resources, insufficient evidence, case

dismissal, case rejection, or due to statute of limitations...................ccc........ 588
SFCs with ongoing iNVeStIgation ...........ccooieeeiiiiiiiiiiin e 789

TABLE N: THE NUMBER AND TYPES OF CASES PROSECUTED AS A RESULT OF
FUNDING RECEIVED UNDER INSURANCE CODE § 1872.86
Fiscal Year 2014-15

Insurance Code Section 1872.86 assesses funding for use in property/casualty fraud, which can
include false and bogus death claims in order to receive life insurance policy payouts, murder for
profit in order to obtain life insurance benefits, arson, inflated/faked homeowner claims, false
boat claims, arson for profit, and so forth.

Caseload (open and newly assigned).......ccccooeeviiiiiiiiiiiieeeccce e, 87
F (S T PSP PO PP TUPPPTTRPPPPPIN 54
Suspect submissions to diStrict attorNeYS ..............cccceuuvmmimiiiiiiiiiiiiiiiinnnne 45

An estimate of the economic value of insurance fraud by type of insurance fraud

The following chart monetizes fraud reported to the Fraud Division and extracted from the Fraud
Integrated Data Base (FIDB) System.

" Includes Health and Disability referrals not submitted under the Health program.
8 Status of SFCs as of 12/8/2015.
% Status of SFCs as of 12/8/2015.
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TABLE O: ECONOMIC VALUE OF FRAUD REPORTED BY TYPE
Fiscal Year 2014-15

Insurance Type Amount Paid Suspected Potential
Fraudulent Loss Loss
Automobile $21,443,922 $38,588,144 $142,881,153
Organized Automobile Fraud $5,938,675 $6,232,786 $7,433,509
Activity Interdiction
Health $35,884,114 $30,841,811 $54,221,430
Healthcare Settlement $13,520,522 $23,154,927 $54,123,918
Property Casualty $28,738,961 $34,145,752 $148,895,952
Workers’ Compensation $145,222,195 $99,386,490 $277,032,462
Totals $250,748,389 $232,349,910 $684,588,424

Amount Paid = Amount paid on claim to date.
Suspected Fraudulent Loss = Amount paid that is suspected as being fraudulently claimed.
Potential Loss = Amount of loss or exposure if fraud had gone undiscovered.

Recommendations on Insurance Fraud Reduction

The goal of the Fraud Division is to produce quality, cost-effective investigations, which result in
successful enforcement actions. The Fraud Division, in partnership with local district attorneys,
selects those cases that will have the most significant impact on the insurance fraud problem in
their area of expertise. All open case assignments are coordinated in a joint effort between the
Fraud Division and local district attorneys, particularly those receiving grant funding.

Four critical elements have been identified to achieve successful outcomes: 1) an aggressive
outreach program; 2) partnership with key stakeholders; 3) effective trend analysis; and 4) a
balanced caseload. To that end, the Fraud Division continues to implement performance measures
to gauge productivity and efficiency. This is done to measure the overall return on investment and
to maximize the impact on insurance fraud deterrence and reduction. Successful outcomes that
can have a positive impact on the reduction of insurance fraud have been measured by the
following criteria:

e Criminal — A completed investigation and aggressive prosecution resulting in
convictions, restitution, jail/prison, penalties and fines. This type of enforcement
produces the best results, including deterrence of further criminal activity.

e Civil — The successful disruption and termination of a criminal enterprise or activity,
whether it is a single suspect or an organized ring, have been accomplished by civil
actions. Actions involving single victims, a collective group of individuals or an
insurance carrier can be followed up with civil actions resulting in termination of a
criminal enterprise, civil fines and restitution. Additionally, the Fraud Division has
worked closely with district attorneys involving unfair business practices and related
actions.

e Investigative Inquiry — Potential fraud activity or abuse can be stopped and
deterred by initial contact from the Fraud Division or district attorney’s office. The
preliminary investigative steps taken in these cases often halt or deter activity that
does not rise to the level of a full criminal investigation.
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Basic Claims Information Including Trends of Payments by Type Of Claim And Other Claim
Information That Is Generally Provided In A Closed Claim Study

Although basic claims information and closed claims studies are not available to CDI, the Fraud
Division collaborates with the National Insurance Crime Bureau (NICB) on emerging issues and
trends in the investigation of insurance fraud crimes. A critical component of this partnership is the
Fraud Division’s access to the NICB database as well as the Insurance Service Organization
database. Both of these databases are for trend analysis. The Fraud Division continues to explore
other sources of information that will enhance its ability to identify emerging trends in all programs.

TABLE P: SUMMARY OF THE TOTAL AMOUNT OF COURT-ORDERED RESTITUTION AND
THE AMOUNT OF RESTITUTION COLLECTED PURSUANT TO INSURANCE CODE

§1872.86(b) (7)

Restitution
Fraud Program Ordered Collected
Automobile $2,849,878 $1,138,754
Organized Automobile Fraud Activity $3,372,568 $495,779
Interdiction
Health $12,807,752 $1,650,172
Workers’ Compensation $32,065,830 $8,647,532
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STATE OF CALIFORNIA
DEPARTMENT OF INSURANCE

Dave Jones, Insurance Commissioner

FRAUD DIVISION
George Mueller
Deputy Commissioner
Enforcement Branch

9342 Tech Center Drive, Suite 100, Sacramento, CA 85826
Phone: (916) 854-5760 and Fax: (916) 255-3202

Laureen Pedroza, Northem Bureau Chief
Workers’ Compensation & Healthcare Programs

E-Mail: Fraud@insurance.ca.gov
Web address: www.insurance.ca.gov

HOTLINE: 800-927 4357

Martin Gonzalez

Division Chief, Fraud Division

Shawn Ferris, Southem Bureau Chief
Urban Auto & Auto Programs

Headquarters

Derrick Lane
Captain

9342 Tech Center Dr., Suite 100

Sacramento, CA 95826
Phone: (916) 854-5760
Fax: (916) 255-3202

NORTHERN REGIONAL OFFICES AND ASSIGNED COUNTIES

Sacramento
Kathleen Rooney
Captain
9342 Tech Center Drive, Suite 500
Sacramento, CA 95826
Phone: (916) 854-5700
Fax: (916) 255-3307

Alpine, Amador, Butte, Calaveras,
Colusa, El Dorado, Glenn, Lassen,
Modoc, Mono, Nevada, Placer,
Plumas, Sacramento, San Joaquin,
Shasta, Sierra, Siskiyou, Stanislaus,
Sutter, Tehama, Trinity, Tuolumne,
Yolo and Yuba Counties

Benicia
John Arguello
Captain
1100 Rose Drive, Suite 100
Benicia, CA 94510
Phone: (707) 751-2000
Fax: (707) 747-8233

Alameda, Contra Costa, Del
Norte, Humboldt, Lake, Marin,

Mendocino, Napa, San Francisco, Luis Obispo and Tulare Counties
Solano and Sonoma Counties

Fresno
Eric Charlick
Captain
1780 E. Bullard, Suite 101
Fresno, CA 93710
Phone: (559) 440-5900
Fax: (559) 440-5543

Silicon Valley
Kathleen Harris

Captain
18425 Technology Drive
Morgan Hill, CA 95037
Phone: (408) 201-8800
Fax: (408) 779-7299

Fresno, Inyo, Kern, Kings,

Monterey, San Benito, San
Madera, Mariposa, Merced, San

Mateo,
Santa Clara and Santa Cruz
Counties

SOUTHERN REGIONAL OFFICES AND ASSIGNED COUNTIES

Southern Los Angeles County
David Goldberg
Captain
5999 E. Slauson Avenue
City of Commerce, CA 90040
Phone: (323) 278-5000
Fax: (323) 838-0028

Southem Los Angeles County

Orange
Victoria Martinez

Captain
333 South Anita Drive, Suite 450
Orange, CA 92868
Phone: (714) 712-7600
Fax: (714) 456-1838

Orange County

Valencia
Yvette Cordero
Captain
27200 Tourney Road, Suite 375
Valencia, CA 91355
Phone: (661) 253-7400
Fax: (661) 286-1457

Northem Los Angeles, Santa Barbara
and Ventura Counties

San Diego
Shawn Conner

Captain
10021 Willow Creek Rd., Suite 100
San Diego, CA 92131
Phone: (858) 693-7100
Fax: (858) 635-3760

Imperial and San Diego Counties

Inland Empire
Joe Chavez

Captain
9674 Archibald Ave, Suite 100
Rancho Cucamonga, CA 91730
Phone: {909) 919-2200
Fax: (909) 980-2196

Riverside and San Bemardino
Counties
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SECTION FOUR: WORKERS’ COMPENSATION INSURANCE FRAUD
PROGRAM

The Workers’ Compensation Fraud Program is the largest of five statewide anti-fraud programs
under the administration and the investigative arm of the Fraud Division.

Distribution of Workers’ Compensation Program Hours

For fiscal year 2014-15, investigative staff spent 80%of program hours on case and direct
program support; the remaining 6.8% was indirect time and 13.2% was time off.

The Division spent 43% of its time directly on the Workers’” Compensation Program, while the
remaining 57% was distributed throughout the other insurance fraud programs. | n addition to
investigative activities, the Fraud Division is responsible for the administration and oversight of
the program, which includes:

Local Assistance grant management

SIU compliance

District attorney grant audits

Legislative statistical and analytical reporting

Research

Legal services (public request acts, opinions, qui tams, rulemaking, etc.)
Legislation support and analysis

Budget monitoring and proposals

Property/Evidence control

Fraud Assessment Commission support

Maintaining a Balanced Caseload

Each Fraud Division Regional Office’s caseload is representative of the demographics within its
area of responsibility and jurisdiction. Working in conjunction with the district attorneys, each
regional office selects cases that will have the most significant impact on the insurance fraud
problem in its area of responsibility. These cases include medical/legal provider, premium fraud,
employer-defrauding employee, insider fraud, claimant fraud, underreported wages, uninsured
employer, and X-Mod evasion. Enforcement efforts continue to focus on high impact fraud cases
such as medical/legal provider, premium fraud, and the willfully uninsured
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TABLE Q: WORKERS’ COMPENSATION CASELOAD
Fiscal Year 2014-15

Fraud Activity Total Caseload

Claimant Fraud 678
Insider Fraud 6
Employer Defrauding Employee 23
Legal Provider 9
Medical Provider 79
Misclassification 43
Other Workers’ Comp 74
Pharmacy 2
Underreported Wages 267
Uninsured Employer 161
X-Mod Evasion 14
Totals 1,356

Underground Economy

dunderground economy is a term that refers to those individuals and businesses that deal with
cash and/or use other schemes to conceal their activities and their true tax liability from government
licensing, regulatory, and taxing agencies. Underground economy is also referred to as tax
evasion, tax fraud, cash pay, tax gap, payments under-the-table, and off the books.

On March 9, 2015, the Little Hoover Commission released Report #226, Level the Playing Field:
Put California’s Underground Economy Out of Business, to the Governor and the Legislature. The
report addresses the multi-billion dollar underground economy. Chairman Pedro Nava reported,

“Non-compliance by some California businesses hurts everyone as the impacts
ripple outward: honest business owners, employees, the neighborhood, the state.
State estimates suggest losses of $8.5 billion or more annually in uncollected tax
revenue.”

Nava further indicated that,

“The state should replicate the workers’ compensation grant funding model to other
high-fraud areas, and the grants should include dedicated funding for complex multi-
year investigations” . . . “enabling local district attorneys to increase their role in
tackling the underground economy.” 1*When businesses operate in the underground
economy, they illegally reduce the amount of money expensed for insurance, payroll
taxes, licenses, employee benefits, safety equipment, and safety conditions. As a
result, unethical employers gain an unfair competitive advantage over

10 «“Underground Economy Operations,” Employment Development Department, last modified September 5, 2015,
http://www.edd.ca.gov/Payroll_Taxes/Underground_Economy_Operations.htm.
1 “Ibid.,”
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businesses that comply with the various business laws. This causes unfair competition in the
marketplace and forces law-abiding businesses to pay higher taxes and expenses.

2Employees of the businesses in the underground economy are also negatively affected. Their
working conditions may not meet the legal requirements, which can put them in danger. Their wage
earnings may also be less than required by law, and benefits they are entitled to can be denied or
delayed because their wages are not properly reported.

BConsumers can also be negatively affected when contracting with unlicensed businesses.
Licensing provisions are designed to ensure minimum levels of skill and knowledge to protect the
consumer.

Joint Enforcement Strike Force

140On October 26, 1993, the Governor signed Executive Order W-66-93, which created the Joint
Enforcement Strike Force on the Underground Economy (JESF). The Governor subsequently
signed Senate Bill 1490, which placed the provisions of the Executive Order into law as Section
329 of the California Unemployment Insurance Code, effective January 1, 1995.

JESF is responsible for enhancing the development and sharing of information necessary to
combat the underground economy, to improve the coordination of enforcement activities, and to
develop methods to pool, focus, and target enforcement resources. JESF is empowered and
authorized to form joint enforcement teams when appropriate to utilize the collective investigative
and enforcement capabilities of the JESF members.

In addition to EDD, Strike Force members include CDI, Department of Consumer Affairs,
Department of Industrial Relations, Franchise Tax Board, Board of Equalization, and Department
of Justice.

Labor Enforcement Task Force

15The mission of the Labor Enforcement Task Force (LETF) is to combat the underground economy
in order to ensure safe working conditions and proper payment of wages for workers, create an
environment where legitimate businesses can thrive, and support the collection of all California
taxes, fees, and penalties due from employers. LETF ensures all businesses are provided equal
opportunity to thrive and workers are afforded safe and fair working conditions through a
collaboration of state agencies and other partners. Agency partners include CDI, Labor &
Workforce Development Agency, Department of Industrial Relations, including Division of Labor
Standards Enforcement and Division of Occupational Safety and Health (Cal/DOSH), EDD,
Contractors State License Board, Board of Equalization, Bureau of Automotive Repair, Alcoholic
Beverage Control, State Attorney General, and district attorneys throughout California.

In fiscal year 2014-15, LETF inspected 1,231 businesses. LETF found 85% or more of the

12 “Ibid.,”

13 “Ibid.,”

14 “Ibid.,”

15 “LETF Report to the California Legislature,” Department of Industrial Relations Labor Enforcement Task Force,
Accessed August 28, 2015, http://www.dir.ca.gov/letf/LETF_Legislative_Report.pdf.
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businesses in the automotive, car wash, garment, and manufacturing industries out of
compliance, which reflects the effective data-matching methods for targeting non-compliant
businesses. The initial assessments levied against employers through LETF-related enforcement
exceeded $9 million. With a commitment to ensuring California’s workers receive their fair
wages, LETF assessed $935,418 in wages due. (Information from Department of Industrial
Relations, LETF 2015 Report to the California Legislature).

The Roofing Compliance Working Group

In fiscal year 2014-15, CDI was invited to join the Department of Industrial Relations’ Roofing
Compliance Working Group (RCWG).

1810 September 2013, RCWG was created as a collaborative effort between LETF partners, local
district attorneys’ offices, and several roofing contractor and union groups to combat unsafe and
unfair practices in the roofing industry. A dedicated hotline and email account were established
to expedite reporting of observed violations. As leads are received, appropriate agency partners
are identified and deployed to respond with prompt, coordinated enforcement. In fiscal year
2014-15, RCWG conducted 18 inspections which resulted in just under $152,000 assessed in
initial penalties (information from Department of Industrial Relations, LETF 2015 Report to the
California Legislature.)

Operation Underground

In a proactive approach to impact the underground economy, the Fraud Division joined forces
under JESF, with the Contractors State License Board, EDD, Franchise Tax Board, Department
of Industrial Relations, and various district attorney offices including Santa Clara, Los Angeles,
Riverside, Santa Barbara, San Bernardino, Ventura, Yolo, and Alameda Counties, to conduct
targeted inspections at construction sites and other businesses to enforce workers’ compensation
insurance, Contractors State License Board violations, EDD tax withholding requirements and
Franchise Tax Board tax violations. The statewide effort focused on curbing California's multi-
billion dollar underground economy.

The targets for these operations are identified using a system of data sharing between partners,
Internet searches, and surveillance. Information obtained is cross-referenced with payroll
information obtained from EDD, as well as premium information from the insurer. Enforcement
teams visited a variety of businesses, including restaurants, carwashes, and a number of
residential construction sites to verify contractors had valid licenses, workers' compensation
insurance, and compliance with workplace safety measures.

Safety, licensing and insurance violations were found at approximately one-third of the businesses
visited. Some businesses were issued immediate stop work orders and others were issued
administrative citations. At one residential construction location in Los Angeles, the contractor was
unlicensed and had no insurance, which put the homeowner at significant financial risk.

This statewide effort resulted in more than 15 citations, multiple stop work orders, and nearly
$300,000 in fines. The Contractors State License Board and the Labor Commissioner's Office

18 “Ibid.,”
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issued 19 stop work orders for having workers on the jobsite with no workers' compensation
insurance. Cal/DOSH issued six orders to stop work where hazards could have injured
employees. Based on information from the business visited, EDD plans to initiate 31 audits.

Uninsured Employers Compliance Sweeps

CDI continues to be proactive in seeking out potential premium fraud investigations while
participating in enforcement sweeps of Labor Code 3700.5 cases with the Contractors State
License Board, Division of Labor Standards Enforcement, district attorneys, and allied law
enforcement agencies.

Willfully Uninsured Investigations are successful when approached from a team and joint resource
perspective. As mentioned above, Fraud Division detectives participate with JESF and LETF
partners to combat this activity. The Fraud Division also actively participates with Contractors State
License Board sting operations after fire disasters and other natural disasters to combat the
underground economy.

The Fraud Division has developed and maintained a strong working relationship with these allied
agencies. The Fraud Division will also continue its efforts to investigate allegations of employers
discouraging employees from claiming benefits or pursuing a claim.

Insurance Premium Fraud

Premium Fraud investigations are complex due to the coordination and review of insurance
documents, business records, tax information, and working with various allied governmental tax
agencies and the victim insurance providers to determine the value of the fraud. These
investigations require surveillance, search warrants, interviews and use of specialty staff such as
forensic auditor and computer forensic personnel.

These investigations are coordinated regionally as formal or informal task force teams. They
include Fraud Division detectives and forensic auditors, district attorney investigators, and
prosecutors. On July 1, 2015, the Franchise Tax Board assigned Special Agents to each of the
four CDI Enforcement Branch Regional Offices in Northern California. Two Enforcement Branch
Southern California Regional Offices already have Franchise Tax Board and EDD agents and
investigators assigned. This strategic and coordinated team approach has led to the successful
and timely completion of many Premium Fraud investigations. Case successes will be presented
later in this document.
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Budget and Staffing

TABLE R: WORKERS’ COMPENSATION FRAUD PROGRAM STAFFING/BUDGET
Fiscal Year 2014-15
Personnel Years (PY)

Staffing:
Workers’ Compensation Fraud Program
POSItIONS.....utiiiiiiiiiiiiiii e 123
Budget:
Total Fraud Budgeted Levels'’ .............. $53,445,000
Total Fraud Actual Expenditures............ $52,951,000
e District Attorneys’ Workers’ Compensation
DIStIDULION .. $31,759,000
o Local Assistance ........... $31,759,000
o State Operations Workers’ Compensation
Expenditures.............ccccc $21,192,000
o Personal Services ......... $12,802,000
o Operating Expenses & Equipment
(OE&E).....cccvveeeeeeeeeieeiieeee $8,390,000

Unfunded Contributions

CDiI continually provides funding for the workers’ compensation anti-fraud efforts in areas that are
not funded by the workers’ compensation fraud grant. CDI funds investigations by the Enforcement
Branch’s Investigation Division into allegations of misdeeds by brokers and agents. These
investigations look at brokers and agents who have violated their fiduciary responsibility by stealing
or misappropriating premiums received from employers for the purchase of workers’ compensation
coverage. The costs for the investigation of these cases is derived from fees and licensing funds
within CDI.

In addition to the investigation of cases involving brokers and agents, the Computer Forensics
Team (CFT) members from the Investigation Division routinely assist the Fraud Division during
search warrants. Some of the most knowledgeable and experienced CFT members within the
Enforcement Branch are Investigation Division investigators. They are often called upon to
assist with the acquisition of computer related evidence. These CFT members later assist in
extracting information from the acquired evidence. The cost of funding these positions is also
derived from fees and licensing.

Program Support

Insurance Commissioner’s Office

Statewide Pro Rata (e.g., Governor’s Office, Legislature, etc.)
Legal Branch

Budget and Revenue Management Bureau (BRMB)

Human Resources Management Division (HRMD)
Accounting Services Bureau (ASB)

Media Relations

17 Reflects the FY 2014-15 Fraud Assessment Commission adopted Aggregate Assessment amount.
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SECTION FIVE: WORKERS’ COMPENSATION INSURANCE FRAUD

PROGRAM APPENDICES
Appendix One
Workers' Compensation Insurance Fraud Program
Insurance Commissioner's Grant Funding Recommendations
Fiscal Year 2014-15

Appendix Two
Workers' Compensation Insurance Fraud Program
Reported Suspected Fraudulent Claims (SFC’s)
Calendar Years 2013, 2014 and 2015

Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions
Fiscal Year 2014-15
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Workers' Compensation Insurance Fraud Program
Insurance Commissioner's Grant Funding Recommendations — Fiscal Year 2014-15

2015 Annual Report

(1ofl)
County Fiscal Year 2013-14 | Fiscal Year 2014-15 | Fiscal Year 2014-15
Grant Awarded Amount Requested Grant Awarded

Alameda 1,425,916 $1,664,120 $1,435,733
Amador 410,333 $418,183 $386,479
Butte 75,421 $72,422 $65,514
Contra Costa $619,000 $1,098,701 $644,405
El Dorado $251,615 $271,156 $248,088
Fresno 1,152,108 1,470,841 1,114,206
Humboldt $179,016 $213,134 $168,480
Imperial $163,495 $163,495 $163,495
Kern $827,500 $1,370,156 $886,522
Kings $263,875 $263,875 $263,875

Los Angeles $5,805,244 $6,075,734 $5,869,952
Madera Did Not Apply $109,752 $15,000
Marin $233,585 $239,735 $233,868
Merced $94,012 $168,125 $95,210
Monterey $607,200 $693,612 $605,320
Napa $130,153 $131,622 $130,741
Nevada $66,190 $76,422 $66,315

Orange $3,620,608 $3,794,911 $3,629,627

Riverside $1,529,658 $1,727,047 $1,588,669
Sacramento $880,794 $1,094,402 $880,635

San Bernardino $2,244,246 $2,366,103 $2,101,458

San Diego $4,477,303 $5,500,000 $4,567,000
San Francisco $702,366 $775,000 $679,946
San Joaguin $484,647 $530,992 $469,859
San Luis Obispo $62,254 $212,601 $55,803
San Mateo $680,286 $756,909 $689,314
Santa Barbara $272,800 $304,424 $272,800

Santa Clara $2,446,586 $2,446,586 $2,432,404
Santa Cruz $149,332 $187,496 $131,425
Shasta $157,739 $155,952 $144,342
Siskiyou $34,606 $77,246 $43,384
Solano $169,710 $173,388 $169,710
Sonoma $56,304 $56,804 $35,388
Tehama $84,017 $123,409 $84,214
Tulare $504,211 $499,033 $499,033
Ventura $686,997 $735,913 $678,109
Yolo $224,765 $251,587 $228,069

Totals 31,774,392 36,270,888 31,774,392
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Appendix Two
Workers' Compensation Insurance Fraud Program
Reported Suspected Fraudulent Claims (SFC’s)
Calendar Years 2013, 2014, and 2015

(1 of 2)
Colinty Calendar Year
2013 SFC's 2014 SFC's 2015 SFC's
Alameda 172 241 200
Alpine 0 0 0
Amador 2 4 3
Butte 19 15 11
Calaveras 2 2 2
Colusa 2 10 12
Contra Costa 117 89 103
Del Norte 0 5 6
El Dorado 14 11 16
Fresno 93 114 93
Glenn 3 3 4
Humboldt 9 5 12
Imperial 14 20 25
Inyo 4 0 2
Kern 121 123 162
Kings 9 13 11
Lake 4 4 3
Lassen 3 2 2
Los Angeles 2,326 2,374 2,282
Madera 18 7 12
Marin 30 23 22
Mariposa 2 1 1
Mendocino 5 3 3
Merced 42 21 15
Modoc 0 0 0
Mono 1 2 2
Monterey 58 78 51
Napa 16 21 23
Nevada 11 7 9
Orange 599 576 536
Placer 24 27 27
Plumas 2 2 0
Riverside 312 323 354
Sacramento 103 148 136
San Benito 5 5 6
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Appendix Two
Workers' Compensation Insurance Fraud Program
Reported Suspected Fraudulent Claims (SFC’s)
Calendar Years 2013, 2014, and 2015

(2 of 2)
S Calendar Year
2013 SFC's 2014 SFC's 2015 SFC's
San Bernardino 346 348 348
Sam Diego 337 327 404
San Francisco 92 104 106
San Joaquin 55 69 75
San Luis Obispo 33 18 19
San Mateo 93 63 76
Santa Barbara 34 77 64
Santa Clara 167 188 172
Santa Cruz 27 33 27
Shasta 20 12 18
Sierra 0 0 0
Siskiyou 3 8 7
Solano 31 45 34
Sonoma 42 41 31
Stanislaus 32 43 40
Sutter 5 5 2
Tehama 7 8 7
Trinity 1 0 0
Tulare 39 56 30
Tuolumne 4 3 5
Ventura 111 135 155
Yolo 18 23 25
Yuba 2 7 3
Totals 5,641 5,892 5,794
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Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

CASE ASSETS CRIMINAL
NUMBER COUNTY SUBJECT NAME ROLE SENTENCE FROZEN RESTITUTION FINE
462733 Alameda Arizaga, Roberto Uninsured 1 day(s) jal 36 month(s) $0 $0 $0
Employer probation
, Uninsured .
455107 Alameda August, Victor Employer 36 month(s) probation $0 $0 $0
458127 Alameda Avalos, Reynaldo Uninsured 1 day(s) jail 36 month(s) $0 $0 $1,000
Employer probation
462828 Alameda | Bordador, Benilda | Uninsured | 18 month Deferred Entry of $0 $0 $500
Employer Judgment
455105 Alameda Carrascal, Segundo Uninsured 1 day(s) jail 35 month(s) $0 $0 $1,000
Employer probation
244032 Alameda | Carrillo, Teodoro | Uminsured | 1day(s)jail 36 month(s) $0 $0 $1,000
Employer probation
Uninsured Deferred Entry of
461591 Alameda Cayabyab, Lauro Employer Judgment $0 $0 $500
. , Uninsured Deferred Entry of
461998 Alameda Ching, Jessica Employer Judgment $0 $0 $500
459929 Alameda Contreras, Jose Uninsured 2 year Deferred Entry of $0 $0 $1,000
Employer Judgment
. Uninsured Deferred Entry of
461870 Alameda Cortes, Elizabeth Employer Judgment $0 $0 $500
: Claimant 1 day(s) jail 36 month(s)
450264 Alameda Cox, Will Fraud probation $0 $18,969 $0
H56836 Alameda Dickerson, Ira Uninsured $0 $0 $0
Employer
440244 Alameda Egurrola, Perry Uninsured 90 day(s) jai 36 month(s) $0 $10,262 $1,000
Employer probation
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Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

462737 Alameda Ferhatovic, Asmir Uninsured 1 day(s) jail 3.6 month(s) $0 $0 $1,000
Employer probation

H56479 Alameda Gille, Sucha Claimant 1 day(s) jail 36 month(s) $0 $15,790 $0

Fraud probation

H55908 Alameda Harris, Calvin PrFer'i:l'J‘ém $0 $359,347 $0

455780 Alameda Harris, Phil Uninsured | 1 day(s) jail 36 month(s) $0 $0 $500
Employer probation

455781 Alameda | Hernandez, Jaime | Uninsured | 1day(s)jail 36 month(s) $0 $0 $1,000
Employer probation

4535708 Alameda Heuken, Karl Uninsured $0 $12,000 $0
Employer

462036 Alameda Hyesus, Fekerte Uninsured 18 month Deferred Entry of $0 $0 $500
Employer Judgment

461753B Alameda Jenkins, Arthur Uninsured 2 year Deferred Entry of $0 $0 $500
Employer Judgment

461753A Alameda Jenkins, Irene Uninsured $0 $0 $500
Employer

461951B Alameda Jose, Democrito Uninsured Deferred Entry of $0 $0 $500
Employer Judgment

. Uninsured Deferred Entry of

461951A Alameda Jose, Leslie Employer Judgment $0 $0 $0
Uninsured 1 day(s) jail 36 month(s)

462042 Alameda Lastra, Guillermo Emblover probation 50 hour(s) $0 $0 $1,000

ploy community service
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Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

2015 Annual Report

- Uninsured
595749 Alameda Li, Minge Employer $0 $0 $0
446229 Alameda Lira, Gamaliel Uninsured | 4 day(s) jail 36 month(s) $0 $10,000 $500
Employer probation
Uninsured 1 day(s) jail 24 month(s)
458164 Alameda Magana, Jesus Employer probation $0 $0 $0
459500 Alameda | Mendez, Femando | Uminsured | 1day(s)jail 36 month(s) $0 $0 $1,000
Employer probation
452511 Alameda Mesterhazy, Laszlo Claimant 1 day(s) jai 36 month(s) $0 $10,785 $0
Fraud probation
457311 Alameda Morris, Linda Claimant 1 day(s) jail 36 month(s) $0 $13,217 $0
Fraud probation
457116 Alameda Moustafa, Mohamed Uninsured 1 day(s) jail 35 month(s) $0 $0 $1,000
Sayed Employer probation
461645 Alameda Newton, Kenneth Other 1 day(s) jail 35 month(s) $0 $0 $1,000
probation
175606A Alameda Ni, Wenshi Uninsured $0 $0 $0
Employer
462350 Alameda Olivarez, Celeste Uninsured 1 day(s) jail 3.6 month(s) $0 $0 $1,000
Employer probation
462038 Alameda Paule, Maria Uninsured 1 year Deferred Entry of $0 $0 $500
Employer Judgment
455104 Alameda Pereira, Joe Uninsured 1 day(s) ja 3.6 month(s) $0 $0 $1,000
Employer probation
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

H56696 Alameda Perez Jr., Francisco Other 1 day(s) jail 69 month(s) $0 $15,682 $0
probation

H50943 Alameda Perez, Gerardo Uninsured 60 day(s) jail 36 month(s) $0 $35,000 $1,000
Employer probation
Uninsured 1 day(s) jail 36 month(s)

461643 Alameda Perez, Jorge Employer probation $0 $0 $1,000

462111 Alameda Pineda, Vilma Uninsured Deferred Entry of $0 $0 $500
Employer Judgment

H57092F Alameda | Poindexter, Billie Uninsured $10,000 $0 $0
Employer

437769 Alameda Ramirez, David Uninsured $0 $0 $500
Employer
Claimant 180 day(s) jail 60 month(s)

448672 Alameda Reed, Brian Fraud probation 200 hour(s) $0 $10,560 $0

community service
: Uninsured 1 day(s) jail Deferred Entry

455102 Alameda Rivera, Alberto Employer Of Judgment $0 $0 $1,000

456482 Alameda Robin, Juiz Uninsured | 90 day(s) jail 36 month(s) $0 $6,400 $1,500
Employer probation

449648 Alameda Rodgers, Leo Other 1 day(s) jail 60 month(s) $0 $51,000 $0

probation

463091A | Alameda Rufino, Santo Uninsured | 1 day(s) jail 36 month(s) $0 $0 $1,000
Employer probation

458251 Alameda Salinas, Rafael Uninsured 1 day(s) jail 3.6 month(s) $0 $0 $1,000
Employer probation
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Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

459501 Alameda Sau,Tuihoua Uninsured 1 day(s) jail 2.4 month(s) $0 $0 $1,000
Employer probation
Uninsured 3 year Deferred Entry of

457564 Alameda Sawyer, Weston Employer Judgment $0 $1,375 $0
Uninsured Deferred Entry of

461646 Alameda Tandoc, Jose Employer Judgment $0 $0 $500

454136 Alameda |  Thomas, Willie Uninsured | 1 day(s) jail 36 month(s) $0 $0 $1,000
Employer probation

461644 Alameda Torres, Antonio Uninsured 1 day(s) jai 36 month(s) $0 $0 $1,000
Employer probation

H57319 Alameda Uepi, Tevita Uninsured |17 day(s) jail 36 month(s) $0 $4,300 $0
Employer probation

453570A | Alameda Waters, John Uninsured 1 day(s) jail 36 month(s) $0 $30,000 $0
Employer probation

458058 Alameda | Whiles, Johnathan | Uminsured | 1day(s)jail 36 month(s) $0 $0 $1,000
Employer probation

459738 Alameda White, Leroy Uninsured | 1 day(s) jail 36 month(s) $0 $0 $1,000
Employer probation

Wilson, Khalid Uninsured .

174476 Alameda Anmad Employer 24 month(s) prison $0 $7,185 $0

H53427 Alameda Xie, Yong Uninsured 2 day(s) jail 6.0 month(s) $0 $110,000 $0
Employer probation

. Uninsured
595750A Alameda Yao, Meifang Employer $0 $0 $0
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

Uninsured 1 day(s) jail 36 month(s)
455245 Alameda Youkhanna, Gorial Emplover probation 100 hour(s) $0 $8,000 $0
ploy community service
- Premium 1 day(s) jail 60 month(s)
H56848 Alameda Zheng, Ji Li Fraud probation $0 $0 $0
Ayers, Rodney Claimant .
62-129038 Amador Charles Fraud 36 month(s) probation $0 $8,637 $0
Delker, Matthew Uninsured
14CR22698 Amador Dean Employer $0 $0 $0
62-133369 Amador Frank, Robert C';'Q?;”t 24 month(s) probation $0 $14,000 $0
14CR22106 | Amador Gross, Brian Uninsured $0 $0 $220
Employer
62-106649 | Amador Kale, Rebecca Claimant | 365 day(s) jail 60 month(s) $0 $0 $2,794
Fraud probation
62-121979 Amador | Knight, Peter Alan Uninsured $0 $0 $1,250
Employer
, Uninsured .
62-133367 Amador Lacy, Richard Employer 12 month(s) probation $0 $0 $500
Uninsured
62-122175 Amador Leeson, Jeffrey Employer $0 $0 $2,500
Uninsured .
62-134744 Amador Orbea, Perry Employer 12 month(s) probation $0 $0 $2,500
62-132160 Amador Ortega, Carmelo lé?:}ﬁg;g? 12 month(s) probation $0 $0 $1,250
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

15CR23383 Amador Wilson, Michael lIJEnlnsured 12 month(s) probation $0 $0 $1,000
mployer
OTHR12753 Butte Bennett, Jerald Lee P::er;n&lém $0 $0 $0
Claimant 90 day(s) jail 36 month(s)
CMO039885 Butte Fryar, Crystal Fraud probation $0 $43,445 $0
OTHRNX201 Butte Logan, Ronald L PrFer';‘l'J‘ém 3 month(s) probation $0 $700 $0
Premium .
OTHR12735 Butte Mogavero, Jason Fraud 12 month(s) probation $0 $0 $2,700
Contra Claimant -
1-170428-7 Costa Earl, Perry Fraud 21 day(s) jall $0 $662 $0
1-170248-9 Contra Guevara, Danielle Uninsured 180 day(s) jail 36 month(s) $0 $0 $380
Costa Employer probation
) i Contra Uninsured 365 day(s) jail 36 month(s)
1-170248-9 Costa Guevara, George Employer probation $0 $0 $380
1-66671-8 Contra Hammond, David Uninsured 12 month(s) probation $0 $0 $350
Costa ' Employer
) i Contra Jinkskayoshi, Claimant 45 day(s) jail 24 month(s)
1-170435-2 Costa Stephanie Fraud probation $0 $0 $210
1-1201531 Contra Krummen, Robert Uninsured 90 day(s) jall $0 $11,000 $0
Costa ' Employer YiS)] '
1-167059-5 Contra Longstreet, Shawn Claimant 24 month(s) probation $0 $18,702 $0
Costa 9 ’ Fraud P '
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

) i Contra Uninsured 2 day(s) jail 24 month(s)
1-168674-0 Costa Manful, Danny Employer probation $0 $0 $200
) i Contra Claimant 60 day(s) jail 36 month(s)
1-167468-8 Costa Massey, Humphrey Fraud probation $0 $33,000 $380
Contra . . .
1-169475-1 Costa Morris, Thomas Insider Fraud 24 month(s) probation $0 $132,000 $0
i i Contra . . Claimant 150 day(s) jail 36 month(s)
5-140540-6 Costa Plegaria, Geraldine Fraud probation $0 $100,000 $380
1-168084-2 Contra Powers, Rick Uninsured 240 day(s) jall _48 month(s) $0 $32,000 $380
Costa Employer probation
) i Contra . . Claimant 2 day(s) jail 24 month(s)
1-169937-0 Costa Rice, Jerril Fraud probation $0 $69,000 $380
) i Contra Rodriguez, . 24 month(s) probation 80
1-170141-6 Costa Clemente Insider Fraud hour(s) community service $0 $0 $280
) i Contra Claimant 24 month(s) probation 30
1-169473-6 Costa Sandoval, John Fraud hour(s) community service %0 $0 $0
Contra , Premium .
1-161978-2 Costa Shannon, Tim Fraud 24 month(s) probation $0 $55,000 $380
) i Contra . Claimant 60 day(s) jail 36 month(s)
1-167189-0 Costa Soto, Franklin Fraud probation $0 $117,347 $380
) i Contra Claimant 45 day(s) jail 36 month(s)
1-161750-5 Costa Tellez, Hector Fraud probation $0 $0 $270
1-167011-6 | Cconua White, Samuel Uninsured 36 month(s) probation $0 $19,000 $380
Costa ' Employer P '
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Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

11708320 Contra |y mbao, Florinda | oninsured | 60 day(s) jail 36 month(s) | 74000 |  $453,500 $0
Costa Employer probation
P14CRM1186 | El Dorado Amiri, Mousa Other $0 $0 $0
S14CRM0328 | EIl Dorado Avila, Robert Other 36 month(s) probation $0 $0 $885
P13CRM1434 | El Dorado Baehr, Carl Uninsured 36 month(s) probation $0 $0 $885
Employer
S13CRMO0657 | El Dorado Castro-Paz, Uninsured 36 month(s) probation $0 $0 $885
Gregorio Employer
P15CRMO0181 | EIl Dorado Cisneros, Simon Uninsured 36 month(s) probation $0 $0 $885
Olvera Employer
S15CRM0196 | El Dorado Delreal, Ricardo Other 36 month(s) probation $0 $0 $783
S15M0234-2 | ElDorado | Hall, Todd Richard | Uninsured | 24 month(s) probation 40 $0 $0 $442
Employer hour(s) community service
P13F0037-2 | El Dorado Hume, Ellen Uninsured 90 day(s) jail 36 month(s) $0 $0 $0
Employer probation
P13CRF0037 | El Dorado Hume, Robert Uninsured | 90 day(s) jail 36 month(s) $0 $7,160 $680
Employer probation
: . Uninsured
P14CRM1174 | El Dorado Isidopo, Emiliano Employer $0 $0 $0
S15CRM0234 | El Dorado | Y2chimiac, Edward Other 24 month(s) probation 40 $0 $0 $442
Joseph hour(s) community service
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

S14CRMO0407 | El Dorado Johnson, Roy lIJEnlnsured 36 month(s) probation $0 $0 $885
mployer
Kubicka, Todd Uninsured .
S14CRMO0339 | El Dorado Raymond Employer 36 month(s) probation $0 $0 $885
P14CRM1157 | El Dorado Martinez, Jesus Uninsured 36 month(s) probation $0 $0 $605
Rodriguez Employer
S14CRM0012 | ElDorado | Medina, Ismael Uninsured |- 36 month(s) probation 20 $0 $0 $954
Employer hour(s) community service
Noriega, Brian /
S15CRM0203 | El Dorado | Noriega Handyman Other 36 month(s) probation $0 $0 $573
Services
P13CRM1584 | El Dorado | " erezlepe, Agustin/ Other 24 month(s) probation $0 $0 $1,056
Lawn Pro
S14CRM0342 | El Dorado Perez-Peralta, Uninsured 36 month(s) probation $0 $0 $885
Presciliano Employer
Phillips, Gary Uninsured .
S14CRMO0338 | El Dorado Thomas Employer 36 month(s) probation $0 $0 $885
Smith, Charles Uninsured .
S14CRMO0341 | El Dorado Wayne Employer 36 month(s) probation $0 $0 $885
P11CRMO0326 | El Dorado Soros, Peter Uninsured 36 month(s) probation $0 $572 $875
Employer
Terry, Jason Dean /
P15CRM0319 | El Dorado | Handyman General Other 36 month(s) probation $0 $0 $885
Labor
Vazquez-Delgado, Uninsured .
S13CRMO0665 | El Dorado Baudelio Employer 36 month(s) probation $0 $0 $1,192
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Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

S13CRM0662 | El Dorado | V22duez-Delgado, Uninsured 36 month(s) probation $0 $0 $885
Luis Employer
P13CRM1546 | El Dorado Watson, Sherri Uninsured 36 month(s) probation $0 $0 $1,150
Eileen Employer
, Uninsured .
S14CRMO0340 | El Dorado | Wilcox, Aston Zane Employer 36 month(s) probation $0 $0 $1,192
Castaneda, Anthony Uninsured .
13-40447 Fresno Michael Employer 12 month(s) probation $0 $750 $0
12-34400 Fresno Evans, Cameron Premium 365 day(s) jail 60 month(s) $0 $565,610 $900
Fraud probation
14-08763 Fresno Fabits, Joseph Claimant 180 day(s) jail 36 month(s) $0 $4,404 $0
Fraud probation
14-11339 Fresno Faraone, Matthew Uninsured 6 month(s) probation $0 $1,000 $0
Employer
Claimant 365 day(s) jail 60 month(s)
14-19867 Fresno Foster, James Fraud probation 120 hour(s) $0 $6,929 $0
community service
Premium 30 day(s) jail 36 month(s)
10-30988 Fresno Galeno, Alicio Ageo Fraud probation 100 hour(s) $0 $0 $0
community service
i . Premium 180 day(s) jail 60 month(s)
10-30988 Fresno Galeno, Fortino Fraud probation $0 $782,221 $300
Garcia, Dominic Uninsured .
12-17502 Fresno Nicolas Employer 12 month(s) probation $0 $500 $0
. : Uninsured .
14-16654 Fresno Gill, Sabi Employer 6 month(s) probation $0 $1,000 $0
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Workers Compensation Insurance Fraud Program
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Fiscal Year 2014-15

. . Uninsured :
14-15619 Fresno Gilliam, Craig Employer 12 month(s) probation $0 $2,000 $0
10-42232 Fresno Gutierrez, Miguel C:?r' g;z:\jnt 12 month(s) probation $0 $0 $0
i Claimant 1 day(s) jail 60 month(s)
12-24884 Fresno Hall, Tom Fraud probation $0 $8,500 $170
13-18977 Fresno Huerta, Dora C:?r' ;r:JaOlnt 24 month(s) probation $0 $0 $270
13-06247 Eresno Israelian, Jason Uninsured 30 day(s) jail 36 month(s) $0 $0 $140
Thomas Employer probation
) Jaurique Jr., Enrique Premium .
10-36289 Fresno Rick Fraud 12 month(s) probation $0 $25,575 $0
13-15447 Eresno Jimenez, Jose De Claimant 90 day(s) jail QO month(s) $0 $15,777 $300
Jesus Fraud probation
Claimant 1 day(s) jail 24 month(s)
14-25631 Fresno Johnson, Jamie Fraud probation 50 hour(s) $0 $370 $140
community service
) Lopez, Jorge Claimant 365 day(s) jail 36 month(s)
14-14888 Fresno Martinez Fraud probation %0 $1.652 $0
14-23706 Fresno Martinez, Gary Lynn Uninsured 12 month(s) probation $0 $1,000 $0
Employer
Martinez-Baltazar, Uninsured .
14-11349 Fresno Noe Employer 12 month(s) probation $0 $750 $0
10-30988 Fresno Molina, Osvaldo Premium | 180 day(s) jail 60 month(s) $0 $782,000 $300
Fraud probation
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Fiscal Year 2014-15

14-25246 Fresno Nogtev, Ivan Andrey lIJEnlnsured 6 month(s) probation $0 $1,500 $0
mployer
. 1 day(s) jail 36 month(s)
Ornelas, Juan Claimant ;

14-20391 Fresno Huerta Fraud probation 50 hour(s) $0 $8,374 $0

community service

Perea-Moreland, Premium .
13-13699 Fresno Elizabeth Fraud 36 month(s) probation $0 $16,214 $0

. Uninsured .
14-31730 Fresno Petrosyan, Misak Employer 6 month(s) probation $0 $1,000 $0
13-11523 Fresno Phelps, Mark Kevin Other 12 month(s) probation $0 $500 $0
14-11334 Fresno Real, Gilbert Robert Uninsured 12 month(s) probation $0 $1,000 $0
Employer

. Uninsured ;
14-13149 Fresno Ren, Yugiong Employer 12 month(s) probation $0 $1,000 $0

N Uninsured ;
14-11327 Fresno Reyes, Sergio Diaz Employer 36 month(s) probation $0 $500 $0
13-11548 Fresno Rubio, Efrain Uninsured | 364 day(s) jail 36 month(s) $0 $10,500 $0

Employer probation

Sehgal, Sandeep Uninsured .
14-16644 Fresno Singh Employer 12 month(s) probation $0 $1,000 $0
12-17903 Fresno Souvannarack, Claimant 24 month(s) probation $0 $20,025 $0

Praphay Fraud P '
CR1403399 | Humboldt | OWers Michael Other 35 hour(s) community $0 $0 $0
ugene service
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JCF32679 Imperial Carpenter, James W C:?r' er;:;nt 4 day(s) jail $0 $24,103 $0
WC1570 Imperial Santillan, Javier Uninsured 12 month(s) propatlon .40 $0 $2,500 $0
Employer hour(s) community service
. The Rafou Brothers, Uninsured .
BCM29445 Imperial Inc. Employer 36 month(s) probation $0 $0 $220
. The Rub Car Wash, Uninsured .
ECM42670 Imperial Inc. Employer 36 month(s) probation $0 $0 $320
Multiple
BE157522A Kern Arakelian, John Entlt_les 36 month(s) prob_atlon 3_’00 $0 $25,000 $75,000
Brent Provider hour(s) community service
Fraud
Uninsured .
BM854524A Kern Arroyo, Ismael Employer 36 month(s) probation $0 $0 $970
BM843006A Kern Baca, Julian Uninsured 36 month(s) probation $0 $0 $720
Employer
Beltran, Augustin Uninsured .
BM849710A Kern Hernandez Employer 36 month(s) probation $0 $0 $970
BM839556A Kern Calvin, Daniel C:f‘r'gl"’(‘j”t 24 month(s) probation $0 $2,425 $560
BM853342A Kern Carrillo, Armando C:fr' Q:;nt 36 month(s) probation $0 $0 $1,530
BM847579A Kern Carter, Jeramy Uninsured 36 month(s) probation $0 $0 $970
James Employer
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BM847576A Kern Cerna, Daniel lIJEnlnsured 24 month(s) probation $0 $0 $250
mployer
Delgado, Roberto Uninsured .
BM780216A Kern Cedillos Employer 12 month(s) probation $0 $0 $465
Flores, Fernando Uninsured
BM809561A Kern Andrade Employer $0 $0 $500
Flores, Jose De La Uninsured .
BM821626A Kern Pay Employer 36 month(s) probation $0 $0 $0
Uninsured .
BM847575A Kern Flynn, Anthony Employer 36 month(s) probation $0 $0 $400
Fuentes, Simon Uninsured .
BM851484A Kern Ceballos Employer 36 month(s) probation $0 $0 $970
MMO082053A Kern Garcia, Frank Uninsured 36 month(s) probation $0 $0 $4,717
Employer
BM847581A Kern Hurtado, Jerry Lara Uninsured 36 month(s) probation $0 $0 $650
Employer
BM848246A Kern Kangas, Kevin Uninsured |90 day(s) jail 36 month(s) $0 $0 $10,100
Employer probation
BF159320A Kern Kilbourn, Bret Uninsured | 365 day(s) jail 60 month(s) $0 $379,283 $70
Employer probation
Claimant 60 month(s) probation 200
BF148848A Kern Kong, Jeffrey Fraud hour(s) community service $0 $5,000 $560
. Single Entity -
BF158109A Kern Lewis, Charles Provider 365 day(s) jail .60 month(s) $0 $0 $105,000
Orlando E probation
raud
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BM847582A Kern Lopez, Francisco Uninsured 36 month(s) probation $0 $0 $4,500
Jesus Employer
Uninsured .
BM842997A Kern Lopez, Wulfrano Employer 36 month(s) probation $0 $0 $700
Lucero, Michael Uninsured 5 day(s) jail 36 month(s)
BM847580A Kern Arthur Employer prison $0 $0 $10,500
BM832604A Kern Maya, Eloy Martinez | ninsured 36 month(s) probation $0 $0 $500
Employer
Mondragon, Librado Uninsured .
BM842996A Kern Mateo Employer 36 month(s) probation $0 $500 $0
BM847577A Kern Olsen, Aaron Dale Uninsured 36 month(s) probation $0 $0 $1,500
Employer
BM842995A Kern Paleyzan, Richard G | Jninsured 1 year Deferred Entry of $0 $0 $200
Employer Judgment
BM800972A Kern Ramos, Rogelio Claimant 36 month(s) propatlon _80 $0 $480 $500
Negrete Fraud hour(s) community service
Uninsured :
BM843007A Kern Rangel, Raymond Employer 36 month(s) probation $0 $0 $787
Multiple
BE141700F Kern Rios, Tomas Entlt_les 350 hour(s) community $0 $0 $35,000
Ballesteros Provider service
Fraud
BM843002A Kern Rodriguez, Heriberto Lé?:;g;g? 36 month(s) probation $0 $0 $970
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Salinas, Jospeh Uninsured .-
BM827295A Kern Michael Employer 180 day(s) jail $0 $0 $200
BM809570A Kern Seberiano, Mauricio Lénlnsured 36 month(s) probation $0 $0 $560
mployer
Sessions, Kenny Uninsured 15 hour(s) community
BM854551A Kern Wayne Employer service $0 $0 $500
Vasquez, Mark Uninsured
BM849694A Kern Villareal Employer $0 $0 $1,000
M-15-87 Kings Ceja-Altamirano, Uninsured 36 month(s) propatlon _20 $0 $0 $500
Juan Employer hour(s) community service
M-15-89 Kings Contreras, Arturo Uninsured 36 month(s) prot_Jatlon .80 $0 $0 $500
Employer hour(s) community service
: , . Uninsured .
M-14-1954 Kings Garcia, Javier Employer 36 month(s) probation $0 $0 $500
M-14-6395 Kings Gonzalez, Jose Uninsured | 36 month(s) probation 80 $0 $0 $2,170
Employer hour(s) community service
1ol , fo , Uninsured 36 month(s) probation 80
M-13-4961 Kings Mejia-Tapia, Luis Employer hour(s) community service $0 $0 $500
M-13-4803 Kings Ramirez, Julio Uninsured | 36 month(s) probation 80 $0 $0 $650
Employer hour(s) community service
. . Uninsured .
M-14-6377 Kings Reynoso, Martin Employer 36 month(s) probation $0 $0 $500
M-15-88 Kings Robinson, Dennis Uninsured 36 month(s) propatlon .60 $0 $0 $500
Employer hour(s) community service
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A . Uninsured 36 month(s) probation 40
M-14-1861 Kings Valladares, Raul Employer hour(s) community service $0 $0 $2,500
. 6 day(s) jail 36 month(s)
BA427194 Los Aguilar, Lissette Claimant probation 600 hour(s) $0 $62,298 $300
Angeles Fraud : .
community service
. 1 day(s) jail 24 month(s)
BA420703 Los Alamo, Maria Claimant probation 200 hour(s) $0 $0 $0
Angeles Fraud . .
community service
Los - Uninsured .
2FF02675 Angeles Alvarez, Cristina Employer 24 month(s) probation $0 $0 $4,000
Arriaza, Victor .
3RI03545 Los Vasquez / El Novillo | Uninsured 24 month(s) probation $0 $0 $0
Angeles Employer
Meat Market
Los . Claimant
BA414769 Angeles Bailey, Vanessa Fraud $0 $0 $0
Los : . 6 month(s) prison 82 day(s)
BA505342 Angeles Barajas, Rosa Maria Other jail 60 month(s) probation $0 $505,342 $0
Los Claimant 36 month(s) probation 400
BA422901 Angeles Bravo, Manuel Fraud hour(s) community service $0 $0 $0
Los Claimant 36 month(s) probation 300
BA423569 Angeles Buckner, Larry Fraud hour(s) community service $0 $25,821 $0
Los Burris, Doll A. Claimant .
BA422201 Angeles Bennett Fraud 24 month(s) prison $0 $3,000 $0
BA423463 Los Campos, Modesto Claimant $0 $1,509 $0
Angeles POS, Fraud '
Los Cisch, Bryan Claimant 36 month(s) probation 400
BA423470 Angeles Alexander Fraud hour(s) community service $0 $0 $0
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Los Corona, Oscar / Uninsured .
4BF04166 Angeles Corona's Advanced Employer 24 month(s) probation $0 $0 $1,000
Los Coronado-Valle, Claimant 36 month(s) probation 200
BA409728 Angeles Lesli Fraud hour(s) community service $0 $0 $0
Los Cortez, Jose Alfredo Uninsured
3BF00499 Angeles / La Mano Foods Employer $0 $0 $4,000
Los Cruz-Lopez, Uninsured
4BF05197 Ruchirat/ A & K 24 month(s) probation $0 $0 $4,000
Angeles Employer
Body Care
Los De La Espriella, Uninsured
4CP01384 Antoinette / Art 24 month(s) probation $0 $0 $2,000
Angeles . Employer
Design Resources
Los Delacruz, Ernesto / Claimant
3F100505 Angeles Delacruz Fraud 24 month(s) probation $0 $0 $4,000
9 Transmission
Los Donato, Angelica Uninsured
4BF04164 Angeles Ventura / Rolling Emplover 24 month(s) probation $0 $0 $4,000
9 Tires & Wheels ploy
BA425519 Los Fernandes,_ Deseree Claimant 300 hour(s) community $0 $1,000 $0
Angeles Marie Fraud service
: 3 day(s) jail 36 month(s)
BA423151 Los Flores, Robert Claimant probation 300 hour(s) $0 $60,000 $310
Angeles Fraud . .
community service
Los Claimant 1 day(s) jail 36 month(s)
BA421710 Fortune, Ronald probation 40 hour(s) $0 $17,764 $240
Angeles Fraud : :
community service
Los - Claimant .
BA422737 Angeles Ghvinijilia, Irma Fraud 24 month(s) probation $0 $6,122 $0
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ba355865 Los Henchel, Lisa Other 730 day(s) jail .48 month(s) $0 $78,875 $300
Angeles probation
Los , Uninsured .
4PY08551 Angeles Hirshman, Robert Employer 24 month(s) probation $0 $0 $4,000
Multiple
Los Entities 365 day(s) jail 60 month(s)
BA409069 Angeles Hul, Sotheany Provider probation $0 $0 $0
Fraud
Los Huynh, Phan Le / Uninsured
4R103475 Sunshine Royal 24 month(s) probation $0 $0 $4,000
Angeles Employer
Massage
Los Jose, Marroquin Uninsured .
4PY08194 Angeles Roberto / Pets Of Employer 24 month(s) probation $0 $0 $2,000
Porter Ranch
Los Claimant 200 hour(s) community
BA429039 Angeles Kasemyan, Anush Fraud service $0 $0 $0
Los Premium 1 day(s) jail 36 month(s)
BA423059 Lee, Jessica probation 200 hour(s) $0 $2,909 $0
Angeles Fraud , .
community service
Los Lemus, Demetrio Uninsured
2R104216 Angeles Escobar / MG Cycle Employer 24 month(s) probation $0 $0 $4,000
Center
Los Liu, Shuo / Kiki Uninsured .
4BF05969 Angeles Massage Employer 24 month(s) probation $0 $0 $4,000
Los Marroquin, Jose Claimant
4PY08194 Roberto / Pets Of 24 month(s) probation $0 $0 $2,000
Angeles Fraud
Porter Ranch
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Los . Claimant 36 month(s) probation 100
BA430861 Angeles Marshall, Qiana T Fraud hour(s) community service $0 $5,946 $0
Los Medina, Carlos / El Uninsured .
3SY07164 Angeles Guero Body Shop Employer 24 month(s) probation $0 $0 $3,000
Los Munnassar, Faiz / Uninsured
4AV00653 Angeles Tony's Smoke Shop Employer $0 $0 $4,000
Los Ordonez, Marco Claimant 36 month(s) probation 500
BA422978 Angeles Vinicio Fraud hour(s) community service $0 $18,683 $280
BA423662 Los Ortiz, Diana Maria |~ Claimant | 36 month(s) probation 240 $0 $41,344 $0
Angeles Fraud hour(s) community service
Los Claimant 90 day(s) jail 36 month(s)
BA423662 Ortiz, John Richad probation 240 hour(s) $0 $41,344 $0
Angeles Fraud . .
community service
Los Patel, Milan / Uninsured
4DY02408 Mona's 98 Cent 24 month(s) probation $0 $0 $4,000
Angeles Employer
Store
BA409999 Los Pineda, Marvin Claimant | 24 month(s) probation 100 $0 $1,854 $0
Angeles Fraud hour(s) community service
BA423603 Los Plascencia, Pedro |  Claimant $0 $0 $0
Angeles ' Fraud
Los . : : Claimant 36 month(s) probation 200
BA423620 Angeles Quintanilla, Bianca Fraud hour(s) community service $0 $4,092 $0
Los Rafael, Julio Uninsured .
4JB02049 Angeles Malaquias Employer 24 month(s) probation $0 $0 $4,000
Los . - Claimant .
BA423393 Angeles Ramirez, Alicia Fraud 24 month(s) probation $0 $14,000 $0
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1 day(s) jail 36 month(s)

Los Rodas, Jose / MGK Premium .
BA423574 Angeles Builders Inc. Fraud probation 150 hour(s) $0 $149,786 $240
community service
Los , . Claimant 36 month(s) probation 200
ba406674 Angeles Rodriguez, Felix Fraud hour(s) community service $0 $34,964 $0
Los Rodriguez, Martin Uninsured
3DY00828 Angeles Hernandez / Emolover 24 month(s) probation $0 $0 $2,000
9 Randy's Restaurant bloy
Los Rodriguez, Uninsured
3RI00957 Martiniano / Morelos 24 month(s) probation $0 $0 $4,000
Angeles Tires Employer
BA434859 Los Russell, Mark Claimant 36 month(s) prob_atlon 2_00 $0 $6.118 $0
Angeles Fraud hour(s) community service
Los Safi, Daroun / Uninsured .
4NWO00557 Angeles Smoke 4 Less Employer 24 month(s) probation $0 $0 $4,000
BA421875 Los Scothorn, Joshua Claimant 36 month(s) prob_atlon 4_100 $0 $24,782 $240
Angeles James Fraud hour(s) community service
BA422682 Los Sierra, Felix Claimant 300 hour(s) community $0 $8,537 $0
Angeles Fraud service
Los Soni, Jaspal / App's Uninsured .
3JB01983 Angeles Discount Auto Parts Employer 24 month(s) probation $0 $0 $4,000
Los Vasquez, Victor Uninsured .
3R103545 Angeles Arriaza Employer 24 month(s) probation $0 $0 $2,000
Los Premium
BA355055 Angeles Yang, Chan Hee Fraud $0 $500,000 $0
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Multiple
Los Yang, Robinson Rin Entities 365 day(s) jail 60 month(s)
BA409069 Angeles / Optima Staffing Provider probation $0 $1,163,350 $0
Fraud
Multiple
Los Yang, Roland Marty Entities 365 day(s) jail 60 month(s)
BA409069 Angeles / Optima Staffing Provider probation %0 $1,163,350 $0
Fraud
Cupp, Ronald Premium 90 day(s) jail 36 month(s)
SC187771 Marin Vernon / Cupp Fraud probation 60 hour(s) $0 $0 $11,300
Construction community service
Merrell, William E / Uninsured 15 day(s) jail 36 month(s)
SC192791 Marin William E Merrell probation 40 hour(s) $0 $0 $10,000
. Employer : :
Construction community service
. Perpinan, John/J P Uninsured 36 month(s) probation 40
262463 Marin Design & Build Employer hour(s) community service $0 $2,245 $1,000
. . . 15 day(s) jail 36 month(s)
SC192041 Marin Salinas-Conejo, Uninsured probation 60 hour(s) $0 $0 $10,500
Everardo Employer . :
community service
CRM034378 Merced Alejo, Frank Rule lIJEnlnsured $0 $0 $0
mployer
, Uninsured -
CRM28495 Merced Cota, Ezequiel Employer 2 day(s) jail $0 $0 $2,000
CRMO037374 Merced Fanning, Danny Uninsured 1 day(s) jail 36 month(s) $0 $0 $1.200
Voydean Employer probation
Premium .
CRM024763B Merced Lasher, Kulwant Fraud 750 day(s) jail $0 $1,591,463 $670
Premium -
CRMO024763A Merced Lasher, Tarlochon Fraud 750 day(s) jail $0 $1,591,463 $670
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Lopez-Ramos, Uninsured L
CRM027250 Merced Abelino Mauro Employer 1 day(s) jall $0 $0 $1,000
CRMO034929 Merced Telling, David Arthur Lénlnsured $0 $0 $1,220
mployer
. Uninsured
CRMO034372 Merced Warkentin, Andrew Employer $0 $0 $1,000
Uninsured -
CRMO028492 Merced Yanez, Armando Employer 1 day(s) jall $0 $0 $1,000
WCF140106 Monterey Acosta, Jacquline Uninsured 30 day(s) jail 36 month(s) $0 $0 $10,220
Employer probation
Uninsured .
WCF13-0056 | Monterey Chavez, Arturo Employer 365 day(s) jail $0 $0 $220
WCF15-0267 Monterey Ferolina, Marisa Uninsured 5 day(s) jail 36 month(s) $0 $0 $1,220
Employer probation
Premium 1 day(s) jail 60 month(s)
WCF140056 Monterey Gunn, Robert Fraud probation 300 hour(s) $0 $0 $10,890
community service
WCF13-0063 | Monterey | Hernandez, Alberto | remium | 40 day(s) jail 60 month(s) $0 $93,153 $35,372
Fraud probation
i Jarick, David / David Uninsured 5 day(s) jail 36 month(s)
WCF15-0292 Monterey Jarrick Construction Employer probation $0 $0 $1,220
WCF14-0025 Monterey Morris, Ernie Other 180 day(s) jail .60 month(s) $0 $39,044 $1,900
probation
WCF15-0281 Monterey Nieto, Ismael Uninsured 10 day(s) jai 36 month(s) $0 $0 $1,220
Employer probation
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Perez, Domingo . .
WCF15-0304 | Monterey | Alejandro Cardenas Uninsured 1 day(s) jail 36 month(s) $0 $0 $1,220
. Employer probation
/ A C Landscaping
WCF14-0094 Monterey Rezendiz, Jacinto Uninsured 1 day(s) jail 3.6 month(s) $0 $0 $1,220
Employer probation
Rodriguez, Juan / Uninsured 10 day(s) jail 36 month(s)
WCF15-0078 Monterey The Grand Dollar . $0 $0 $1,220
S Employer probation
tore
i Rosas, Juan / Juan Premium 40 day(s) jail 64 month(s)
WCF12-0054 | Monterey The Builder Fraud probation $0 $222,656 $20,000
. Premium 180 day(s) jail 92 hour(s)
WCF130048 Monterey Silva, Jorge Fraud community service $0 $73,000 $1,480
WCF140096 Monterey Valdez, Jose Uninsured 180 day(s) ja 60 month(s) $0 $0 $60,520
Employer probation
14-08-0317 Nevada Yeoman, Jennifer C:fr' chljm 365 day(s) jail $0 $0 $0
Arakelian, Rina / . .
15CF0737 Orange Sunland Fire Premium 50 day(s) jail 36 hour(s) $0 $220,463 $300
: Fraud community service
Protection
Babayan, Sourin :
13ZF0177 Orange Dekran / SDB Other 24 month(s) prison 32 $0 $80,205 $240
c : month(s) probation
onstruction
Bdaiwi, Mustafa / Premium 365 day(s) jail 60 month(s)
13CF3959 Orange Malcon Civils Inc. Fraud probation $0 $220,463 $240
14CF2417 Orange Bloom, Nile Claimant 24 month(s) propatlon .60 $0 $85,000 $240
Fraud hour(s) community service
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14CF2518 Orange Bonzer, Jacob Insider Fraud 86 month(s) prison $0 $918,303 $240
13CF1815 Orange Brennan, Jennifer Claimant 180 day(s) jail .48 month(s) $0 $40,000 $240
Fraud probation
Claimant .
12CF1646 Orange Contreras, Abraham Fraud 180 day(s) jail $0 $10,000 $2,240
14CM00658 Orange Coria, Maria P::err;ulém 36 month(s) probation $0 $0 $10,150
13CF1667 Orange Dillon, Mack C'é‘r'gl‘;”t $0 $55,679 $0
Gordon, Michele / Premium
13CF1738 Orange Gordon Moving Fraud 36 month(s) probation $0 $2,404,178 $5,240
Services
Gordon, Rand / Premium
13CF1738 Orange Gordon Moving Fraud $0 $2,404,178 $240
Services
Habibagahi, Claimant 60 day(s) jail 60 month(s)
13CF3565 Orange Mohammed Fraud probation $0 $8,959 $1,240
Kenari, Saeed / . .
15CF0737 Orange Sunland Fire Premium | 487 day(s) jail 40 month(s) $0 $540,000 $240
. Fraud probation
Protection
09CF1067 Orange Kile, Devon / Premium 120 month(s) prison $0 $0 $200
9 Petronella Roofing Fraud b
14CF2661 Orange Monzon, Angel C:?rlgr:;nt $0 $0 $0
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Naranjo, Antonio / Premium .
13CF3959 Orange Malcon Givils Inc. Fraud 40 month(s) prison $0 $0 $300
Reyes-Soriano, Claimant 36 month(s) probation 20
14CF2264 Orange Gerardo Fraud hour(s) community service $0 $0 $300
. . Claimant 36 month(s) probation 28
14CF3157 Orange Silva, Ignacio Fraud hour(s) community service $0 $63,000 $240
Triplett, John / Premium
14CF1389 Orange Triplett Painting And Fraud 36 month(s) probation $0 $95,511 $700
Restoration
. Claimant 36 month(s) probation 60
14CF3656 Orange Yoselevitz, Alfredo Fraud hour(s) community service $0 $31,000 $200
Acosta, Nohemi Uninsured
INM1302241 Riverside Lopez / Cortes E 36 month(s) probation $0 $0 $2,220
. mployer
Insurance Services
. . Arias, Antonio Premium .
RIF1301136 Riverside Torres Fraud 84 month(s) prison $1,150,527 $3,317,258 $0
. . Avila, Alfonso / Claimant .
INM1401072 | Riverside Guatemala Grill Fraud 24 month(s) probation $0 $0 $2,450
. . Cano, Florentino / El Claimant .
RIM1415162 | Riverside Torito Meat Market Fraud 24 month(s) probation $0 $0 $2,220
: . Carter, Lyman/ TC Premium .
RIF1103825 Riverside Comm. Inc. Fraud 360 day(s) jail $0 $0 $430
Espinosa Jr., Uninsured
BAM1400451 | Riverside Emmanuel / Menos 36 month(s) probation $0 $0 $1,280
Tire Shop Employer
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. . Espinoza, Gilberto Claimant -
RIF1303012 Riverside Arguello Fraud 120 day(s) jail $0 $13,784 $220
RIF1303319 Riverside Evans Jr., Donald C:?r' g;z:\jnt 90 day(s) jall $0 $2,302 $150
. . Farrouh, Samer / Uninsured .
SWM1401300 | Riverside Super Bargain Store Employer 12 month(s) probation $0 $0 $1,150
SWM1405253 | Riverside Gallegos, Olegario Claimant 36 month(s) probation $0 $0 $2,360
Islas Fraud
RIF1203379 | Riverside Galvan, Leo C'é‘r'gl‘;”t 130 day(s) jail $0 $66,088 $570
BAM1400426 | Riverside Garduno, Jorge C:fr' Qladnt 12 day(s) jail $0 $0 $1,220
: . , . Claimant s
RIF1400992 Riverside | Garwick, John Oliver Fraud 45 day(s) jall $0 $108,338 $220
. . Gentil, Paulino Claimant _
RIF1303991 Riverside Zavala Fraud 60 day(s) jall $0 $19,575 $290
RIF1411993 Riverside Guerrero, Gerardo C:fr' Q:;nt 30 day(s) jail $0 $65,236 $220
Hernandez, Uninsured
RIM1507189 Riverside Francisco Nino / 20 day(s) jall $0 $0 $1,290
T Employer
Javier's Tacos
RIM1312029 Riverside Hickey, Megan Uninsured 36 month(s) probation $0 $0 $2,220
Employer
. . Igbal, Farrukh Claimant .
RIF1404361 Riverside Abbas Fraud 36 month(s) probation $0 $0 $10,440

California Department of Insurance
2015 Annual Report

Page 84




Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

. . Lawrence, John Claimant .
RIM1001036 Riverside Clay Fraud 36 month(s) probation $0 $4,223 $220
SWE1400661 | Riverside Lovera, Armando Claimant 5 day(s) Jall_ 240 hpur(s) $0 $0 $1.608
Pena Fraud community service
. . Maidah, Mansour Uninsured .
SWM1401350 | Riverside Maidah Employer 36 month(s) probation $0 $0 $1,220
RIF1200228 | Riverside | Mandrigues, Mark C'é‘r'gl‘;”t 1 day(s) jail $0 $36,000 $220
. . Matthewsordonez, Claimant .
SWM1402848 | Riverside Jeri Yuill Fraud 36 month(s) probation $0 $0 $8,190
RIF1303428 | Riverside | Mcelyea, Cynthia Premium 36 month(s) probation $0 $0 $8,190
Gall Fraud
RIF1303428 | Riverside Mcelyea, Marc P:frg]l:‘ém $0 $130,776 $370
, . Milnersweed, Claimant -
RIF1303125 Riverside Deneen Fraud 90 day(s) jail $0 $0 $370
RIF1404343 | Riverside | Mitchell, Evan Ray C:f‘r'gl"’c‘j”t 120 day(s) jail $0 $6,949 $220
. . Mulleneaux, Joseph Claimant .
INF1401249 Riverside William Fraud 1 day(s) jall $0 $1,824 $220
Muth, Jana Deeann Premium
SWF1300363 | Riverside / Muth Equipment, Fraud 90 day(s) jall $0 $0 $440
Inc.
Muth, Matthew Premium
SWF1300363 | Riverside David / Muth Fraud 120 day(s) jail $0 $151,635 $440
Equipment, Inc.
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RIF1401764 Riverside Nasrullah, Delaram C:?r' sz?jnt 60 day(s) jall $0 $0 $220
Nelson, Dennis Premium
INF1101632 Riverside Leonard / Nelsens Fraud 1 day(s) jall $0 $126,857 $370
Janitorial Service
RIF1303515 | Riverside Pa“"[;"r‘l’ggdo'y“ Other 17 day(s) jai $0 $32,925 $360
SWE1400661 | Riverside Ramos, Jesus Premium 5 day(s) Jall_ 240 h(_Jur(s) $0 $0 $838
Mendoza Fraud community service
SWF1302046 | Riverside Roberts, Gary C:?r' Qladnt 36 month(s) prison $0 $0 $0
, , Rodriguez, Jorge Claimant .-
RIF1304317 Riverside Ramiro Fraud 60 day(s) jall $0 $35,000 $220
, . Sachin, Kalanke / Uninsured .
SWM1404048 | Riverside Sunglass Boutique Employer 12 month(s) probation $0 $0 $1,220
SWM1401295 | Riverside | Stackpole, Richard | Uninsured 12 month(s) probation $0 $0 $1,220
Wayne Employer
RIM1303463 Riverside Sweidan, Rafat F Uninsured 36 month(s) probation $0 $0 $794
Employer
. . Tarrant, Derrick Claimant .
INF1301585 Riverside James Fraud 90 day(s) jall $0 $13,118 $220
Thompson, Kenneth Premium
RIF1103825 Riverside Walter / TC Comm. Fraud 360 day(s) jall $0 $340,066 $430
Inc.
RIF1301136 Riverside | Torres, Nayeli lliana P::Eirgs:ém 28 day(s) jail $0 $2,164 $220
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INM1401136 Riverside Veith, Dean Allen C:;'Q:J?jnt 12 month(s) probation $0 $0 $1,150
Ward, Zeny Aziz / Claimant
SWM1404074 | Riverside Winchester Swap Fraud 12 month(s) probation $0 $0 $2,220
Meet
. . Watkins, Jennifer Claimant .
RIF1301163 Riverside Peace Fraud 24 month(s) probation $0 $39,442 $220
Williams, Jermaine Uninsured
SWM1407497 | Riverside | Ashley/ Main Event 24 day(s) jall $0 $0 $1,220
: Employer
Medical Supply
. . Xu, Yanyou / Sunny Claimant .
BAM1401706 | Riverside Massage Spa Fraud 36 month(s) probation $0 $0 $1,720
11M02447 | Sacramento Allison, Gary Uninsured 36 month(s) probation $0 $0 $297
Employer
Barsam, Dennis Premium 180 month(s) prison 36
11F03370 | Sacramento Michael / The Fraud month(s) probation $0 $35,000 $200
Energy Store
14F02302 Sacramento | Burns, Justin Dean Claimant 1 day(s) jail 3.6 month(s) $0 $9,932 $100
Fraud probation
Christian, Janell / Premium .
11F03370 Sacramento The Energy Store Fraud 60 month(s) probation $0 $5,000 $100
. Claimant 30 day(s) jail 36 month(s)
14F00245 Sacramento | Clapp, Daniel Cory Fraud probation $0 $0 $150
Johnson, April . .
11F03370 | Sacramento | Joann/ The Energy Premium 30 day(s) jail 36 month(s) $0 $0 $100
S Fraud probation
tore
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11F04711 Sacramento | Lee, Cal Taliaferro Claimant 30 day(s) jail 36 month(s) $0 $0 $100
Fraud probation
Mitchell, Willie Joe / Premium 45 day(s) jail 36 month(s)
11F03370 Sacramento The Energy Store Fraud probation $0 $20,000 $100
Mobeen, Sheikh Claimant 90 day(s) jail 60 month(s)
10F03601 Sacramento Abdul Fraud probation $0 $0 $300
Roberts, January Claimant .
14F00830 Sacramento Melinda Fraud 36 month(s) probation $0 $10,086 $140
14F00827 Sacramento | Sallie, Robert Earl Claimant 60 day(s) jail 36 month(s) $0 $28,271 $240
Fraud probation
11F00 | Sacramento Yao, Tony Claimant | 240 day(s) jail 60 month(s) $0 $94,405 $150
Fraud probation
FVI1404486 San Alvarado, Apolinar Other 18 day(s) jail 36 month(s) $0 $0 $370
Bernardino probation
San Claimant .
FWV1403041 Bernardino Angulo, Agedah Fraud 36 month(s) probation $0 $9,999 $300
San Arce Jr., Aurelio / Uninsured .
MSB1405229 Bernardino | Raul's Tree Service Employer 36 month(s) probation $0 $0 $645
San , . Claimant 8 day(s) jail 36 month(s)
FVI1300452 Bernardino Arrieta, Maria Fraud probation $0 $35,909 $360
FVA1400223 San . Bautista, Lorenzo Claimant 34 day(s) jail 36 month(s) $0 $16,351 $0
Bernardino Fraud probation
San Bidwell, Dan / Spa 1 day(s) jail 36 month(s)
FSB1403194 Bernardino 4U Other probation $0 $17,580 $805
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Carranza-Perez,
San Jesus / Carranzas Uninsured .
MSB1404747 Bernardino Seamless Employer 36 month(s) probation $0 $0 $1,270
Raingutters
FWV1401802 San . Carreon, Delfino Other 2 day(s) jail 3.6 month(s) $0 $0 $1,645
Bernardino probation
San Carrillo, Martin
MWV1305724 , Perez / Perez Ill Other 36 month(s) prison $0 $0 $640
Bernardino
Tree Care
San Claimant 130 day(s) jail 36 month(s)
FSB1205702 Bernardino Cortez, Jose Fraud probation $0 $0 $900
San . Claimant 90 day(s) jail 36 month(s)
FWV1501248 Bernardino Duran, Marie Fraud probation $0 $12,693 $370
FSB1305503 san Erickson, Casey Other 36 month(s) probation 80 $0 $0 $0
Bernardino hour(s) community service
San Claimant 2 day(s) jail 36 month(s)
FSB1400412 Bernardino Gaspar, Loreano Fraud probation $0 $19,000 $900
Gonzalez, Alejandro .
MSB1201894 San Delatorre / Handy Other 10 day(s) jail 36 month(s) $0 $0 $1,330
Bernardino Alex probation
FSB1500943 San. Huante, Gabriel Other 1 day(s) jail 36 month(s) $0 $0 $485
Bernardino probation
San . . Claimant L
FSB1405040 Bernardino Mitchell, Cedric Fraud 1 day(s) jall $0 $3,642 $0
Rodriguez, Abel .
MWV1403543 | . San Alan / Flip This Other 10 day(s) jail 60 month(s) $0 $0 $2,235
Bernardino . probation
Kitchen
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San Rodriguez, Miguel /
MWV1400022 , Mendez Sprinklers Other $0 $0 $640
Bernardino
And Lawn
San Rojas-Quiterio, 37 day(s) jail 36 month(s)
FWV1202413 Bernardino Marco Antonio Other probation $0 $0 $0
FVI1403172 San Roth, Rachelle Claimant 1 day(s) jail $0 $0 $0
Bernardino ' Fraud
FSB1401751 San Rudas, Dario Ortega | Claimant $0 $0 $0
Bernardino : Fraud
FWV1404044 San Serapio, Leticia Other 2 day(s) jail 36 month(s) $0 $0 $350
Bernardino probation
San Silva, Darlene / US Premium
FWV1401229 Bernardino Metro Fraud $0 $0 $0
San Sonksen, Ryan / .
MSB1202697 Bernardino | Sonksen Masonry Other 24 month(s) probation $0 $0 $375
San Soto, Inger / AAA Claimant .
FWV1402474 Bernardino Copy And Document Fraud 36 month(s) probation $0 $2,470 $360
Mgmt.
FSB1404170 San Torres, Mitchell Other 1 day(s) jail 36 month(s) $0 $0 $1,210
Bernardino probation
. . Uninsured
S276718 San Diego Aliyev, Mukhamed Employer $0 $1,250 $0
M094841 | SanDiego | Alired, Daniel Lee | Uninsured | 1day(s)jail 36 month(s) $0 $1,500 $696
Employer probation
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M094808 San Diego Alsalehi, Samir lIJEnlnsured 36 month(s) probation $0 $500 $522
mployer
M094840 San Diego Alvarez, Amador Uninsured 1 day(s) jail 35 month(s) $0 $1,500 $0
Employer probation
, . Uninsured
M094866 San Diego Alvarez, Maria M Employer $0 $2,500 $0
M094750 San Diego Anderson, Earl Uninsured 36 month(s) probation $0 $3,000 $0
Employer
Premium 1 day(s) jail 60 month(s)
ADQ695 San Diego Aviles, Robert Fraud probation 80 hour(s) $0 $309,516 $1,907
community service
M094826 | SanDiego | Boskoski, Dejan Uninsured 18 month(s) probation $0 $2,000 $0
Employer
Claimant 1 day(s) jail 36 month(s)
ADQ486 San Diego Bravo, Miguel Fraud probation 80 hour(s) $0 $8,312 $0
community service
M094845 | San Diego | Calderon, Julio C Uninsured 1 day(s) jail 36 month(s) $0 $1,750 $900
Employer probation
M094824 | SanDiego | Castillo, Mayueth Uninsured | 36 month(s) probation 40 $0 $0 $255
Employer hour(s) community service
, Castro, Juan Dario Uninsured .
M094803 San Diego Aviles Employer 12 month(s) probation $0 $1,000 $522
: . . Claimant 36 month(s) probation 40
ADQ821 San Diego Chairez, Patricia Fraud hour(s) community service $0 $0 $216
. Champion Ballroom Uninsured .
M094843 San Diego Academy Employer 36 month(s) probation $0 $10,000 $520
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M094857 San Diego Collins, Desmond lIJEnlnsured $0 $1,000 $500
mployer
S276670 San Diego Contreras, Jesus Lénlnsured 24 month(s) probation $0 $750 $0
mployer

. : Claimant 36 month(s) probation 80

ADV104 San Diego Costa, Fabiano L Fraud hour(s) community service $0 $11,799 $0
. 1 day(s) jail 36 month(s)
ADQ872 San Diego Cox, Jonathan D / Uninsured probation 14 hour(s) $0 $0 $2,500
Three Frogs, Inc. Employer , ;
community service

. Premium 36 month(s) probation 120
ADJ611 San Diego Dadon, Barry Fraud hour(s) community service $0 $121,465 $0

. Premium 36 month(s) probation 120
ADQ893 San Diego Dadon, Barry Fraud hour(s) community service $0 $5,000 $0

Premium 1 day(s) jail 36 month(s)
ADQ894 San Diego Dadon, Barry Fraud probation 120 hour(s) $0 $16,925 $0
community service

ADQ894 San Diego Dadon, Darryl P::erg]l';ém 36 month(s) probation $0 $10,000 $0
ADJ611 San Diego Dadon, David Pg’;‘{:‘ém 76 month(s) prison $0 $250,533 $0
ADQ928 San Diego Dadon, David P::erg]l';ém 24 month(s) prison $0 $86,112 $0

. Davies, David Uninsured
ADNB854 San Diego Leonard Employer $0 $51,026 $0

i Del Castillo Aviles, Premium 60 month(s) probation 50
ADQ695 San Diego Susie Fraud hour(s) community service $0 $8,640 $1,643
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M094811 San Diego Delatorre, Sergio lIJEnlnsured 36 month(s) probation $0 $1,000 $0
mployer
Claimant 180 day(s) jail 36 month(s)
ADV274 San Diego Denier, Thomas Fraud probation 144 hour(s) $0 $0 $0
community service

. : Uninsured 1 day(s) jail 36 month(s)

M094831 San Diego Diaz, Gerardo Employer probation $0 $500 $522
. Djordjevic, Tatjana / Uninsured 1 day(s) jail 36 month(s)

M094772 San Diego Lone Oak Villa Employer probation $0 $0 $522
: Djordjevic, Tatjana / Uninsured 1 day(s) jail 36 month(s)

M094798 San Diego Lone Oak Villa Il Employer probation $0 $2,000 $522
, Uninsured :

M094859 San Diego Dorado, Justo Employer 36 month(s) probation $0 $250 $0

M094856 San Diego Duong, Amanda Uninsured 36 month(s) probation $0 $1,000 $500

Employer

M094777 San Diego | Fantasyland Video lér;gr;slg;gfl 36 month(s) probation $0 $7,000 $522
. Flores, Ismael Claimant .

ADQ888 San Diego Ubando Fraud 60 month(s) probation $0 $87,270 $1,100
, Uninsured 1 day(s) jail 36 month(s)

S276715 San Diego Flores, Jorge Employer probation $0 $3,750 $0

ADQ864 San Diego Galeote, Ramiro C::ar' Q:Jaant 90 day(s) jail $0 $11,614 $240
. . . Uninsured 1 day(s) jail 36 month(s)

ADQ895 San Diego Garcia, Alejandro Employer probation $0 $6,575 $0
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. . Uninsured 180 day(s) jail 36 month(s)
ADQ895 San Diego Garcia, Noe Employer probation $0 $6,575 $560
ADQ571 San Diego Garcia, Octavio P::er;n&lém $0 $155,026 $0
. Garcia, Primitivo Uninsured .
M094796 San Diego Becerril Employer 36 month(s) probation $0 $1,500 $520
, Uninsured
M094835 San Diego Garrett, Mary Employer $0 $15,000 $0
M094835 San Diego Garrett, Michael Uninsured 1 day(s) jai 36 month(s) $0 $0 $0
Employer probation
ADJ581 San Diego | Gholipour, Golnaz C';'Q?;”t 72 month(s) prison $0 $0 $480
: N Uninsured ;
M094832 San Diego Gleason, Hiromi Employer 36 month(s) probation $0 $6,000 $0
M094853 San Diego | Gomez, Candelario Uninsured 1 day(s) jail 35 month(s) $0 $500 $239
Employer probation
: - Claimant 1 day(s) jail 36 month(s)
ADQ560 San Diego Gomez, Jose Trini Fraud probation $0 $31,401 $890
S276720 San Diego | Gonzalez, Francisco Uninsured 36 month(s) probation $0 $1,000 $0
Employer
ADWO028 San Diego Hencon, George C::ar' Q:Jaant $0 $0 $0
. Hernandez, Ismael Uninsured 1 day(s) jail 36 month(s)
M094788 San Diego Alvarado Employer probation $0 $500 $522
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: Hernandez, Ismael Uninsured 1 day(s) jail 36 month(s)
M094829 San Diego Alvarado Employer probation $0 $0 $522
. Hernandez, Pablo Uninsured .
M094761 San Diego Delapaz Employer 18 month(s) probation $0 $1,000 $0
. Claimant 36 month(s) probation 80
ADV119 San Diego Hogan, Lloyd Fraud hour(s) community service $0 $20,093 $0
, , . Premium .
ADO602 San Diego | Hutchinson, Jessica Fraud 36 month(s) prison $0 $70,809 $0
, , . Premium ,
ADO798 San Diego | Hutchinson, Jessica Fraud 24 month(s) prison $0 $335,429 $0
Claimant 90 day(s) jail 60 month(s)
ADQ840 San Diego | Jimenez, Gloria Diaz Fraud probation 50 hour(s) $0 $20,106 $1,294
community service
. : Premium 36 month(s) probation 80
ADU644 San Diego | Jimenez, Ronny M Fraud hour(s) community service $0 $0 $500
: Uninsured
ADW?253 San Diego | Kryuchkov, Edward Employer $0 $1,550 $0
, Uninsured 1 day(s) jail 36 month(s)
M094858 San Diego Kuykendall, Roy Employer probation $0 $1,250 $600
M094823 San Diego Laray, Oliver Uninsured 1 day(s) jall 3_6 month(s) $0 $500 $522
Eugene Employer probation
S276669 | SanDiego | Lerma, Daniel A Uninsured | 1 day(s) jail 18 month(s) $0 $500 $0
Employer probation
Claimant 36 month(s) probation
ADQ908 San Diego Lopez, Chany Fraud 1440 hour(s) community $0 $0 $0
service
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: Uninsured
M094820 San Diego Ly, Hoa Le Employer $0 $3,000 $0
. Marchand, Anena Premium
ADQ570 San Diego Kankham Fraud $0 $255,655 $0
. Marchand, Pierre Premium .
ADQ570 San Diego Joseph Fraud 60 month(s) probation $0 $83,037 $250
S276667 | San Diego Marin, Eric Uninsured | 1 day(s) jail 24 month(s) $0 $500 $0
Employer probation
. Martinez, Salomon Premium 36 month(s) probation 40
ADQ864 San Diego Garcia Fraud hour(s) community service $0 $25,626 $286
M094865 | San Diego | Medina, Heriberto Uninsured $0 $0 $239
Employer
M094865 | SanDiego | Medina, Leatham | Uninsured | 1 day(s)jail 36 month(s) $0 $2,250 $0
Employer probation
S276719 | SanDiego | Montano, Raul J Uninsured 1 day(s) jail 36 month(s) $0 $500 $0
Employer probation
: Monzalvo, Alam Uninsured
M094773 San Diego Sadox Employer $0 $0 $250
M094773 San Diego Monzalvo, Mario Uninsured 36 month(s) probation $0 $500 $522
Employer
S276778 San Diego Mora Jr., Oscar Uninsured 1 day(s) jai 36 month(s) $0 $750 $0
Employer probation
: : Uninsured .
M094810 San Diego Moss, David Employer 24 month(s) probation $0 $500 $522
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Mullin, Elizabeth

Uninsured

M094779 San Diego AN Employer 12 month(s) probation $0 $1,500 $0
. 1 day(s) jail 36 month(s)
ADQ872 San Diego Murphy, John / Uninsured probation 14 hour(s) $0 $314,000 $2,500
Three Frogs, Inc. Employer : :
community service
, Uninsured
M094843 San Diego Murphy, Mary Ann Employer $0 $10,000 $0
M094834 | SanDiego | Navarro, Nolbert Uninsured 1 day(s) jail 36 month(s) $0 $12,000 $0
Employer probation
M094750 San Diego | Newhan, Michael B Uninsured 36 month(s) probation $0 $3,000 $0
Employer
M094807 San Diego | Nguyen, Danggiao léﬂ}%?g;g? 36 month(s) probation $0 $2,500 $522
: Uninsured
M094807 San Diego Nguyen, Hang My Employer $0 $2,500 $0
. : Uninsured
M094821 San Diego Nguyen, Hoa Thi Employer $0 $57,000 $0
, Uninsured .
S272776 San Diego Nuku, Ofa Employer 36 month(s) probation $0 $1,750 $0
, Claimant 1 day(s) jail 36 month(s)
ADJ984 San Diego Obney, Mark Fraud probation $0 $26,570 $1,100
M094866 San Diego Palomo, Raul Uninsured 1 day(s) jai 36 month(s) $0 $0 $0
Employer probation
ADQ893 | SanDiego | aredes, Hugo Premium 36 month(s) probation $0 $5,000 $0
9 Enrique Fraud P '

California Department of Insurance
2015 Annual Report

Page 97




Appendix Three
Workers Compensation Insurance Fraud Program
District Attorney Convictions

Fiscal Year 2014-15

ADN854 San Diego Paul, John Kent Uninsured $0 $51,027 $0
Employer
M094874 San Diego Perez, Jose Luis Lénlnsured 36 month(s) probation $0 $3,250 $0
mployer
, : Uninsured
S276717 San Diego Perez, Jose Luis Employer $0 $0 $150
M094792 San Diego Pike, Gale Hatton Lémg;zg 36 month(s) probation $0 $50,000 $522
: . : Uninsured .
M094792 San Diego | Pike, Matthew David Employer 36 month(s) probation $0 $50,000 $522
M094877 San Diego Polanco, Fredy Uninsured 1 day(s) jail 36 month(s) $0 $3,500 $0
Employer probation
M094813 San Diego Ramirez, Iris B Uninsured 36 month(s) probation $0 $6,500 $522
Employer
: . N Uninsured ;
M094813 San Diego Ramirez, Virgilio Employer 36 month(s) prison $0 $6,500 $522
Claimant 1 day(s) jail 36 month(s)
ADQ487 San Diego Reynaga, Irene Fraud probation 20 hour(s) $0 $5,457 $250
community service
ADC536 | SanDiego | Riddles, John Paul |  Fremium 1 day(s) jail 36 month(s) $0 $1,000 $500
Fraud probation
: . Uninsured .
M094779 San Diego Rios, Jose Employer 12 month(s) probation $0 $1,500 $150
. Rippee, Keffery Uninsured .
MQ094817 San Diego George Employer 36 month(s) probation $0 $3,000 $0
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: Uninsured .
M094873 San Diego Roach, Nathan Employer 36 month(s) probation $0 $750 $0
. Robertson, Claimant
ADQ222 San Diego Rosemary Fraud $0 $0 $0
, Uninsured .
ADV619 San Diego Rogers, Ronald Employer 36 month(s) probation $0 $2,000 $0
: .- Claimant 1 day(s) jail 36 month(s)
ADQ888 San Diego Roman, Nidia Fraud probation $0 $0 $0
M094832 San Diego Royal Mart, LLC Uninsured 36 month(s) probation $0 $6,000 $0
Employer
Salas, Mauro Ortiz / . -
M094848 | SanDiego | Alfredo's Mexican lé’;"]”ﬁ‘grgf 1 day(s) Jf‘o':) a?;ﬁ);nonth(s) $0 $3,500 $400
Restaurant ploy P
S276716 San Diego Sanchez, David Uninsured 1 day(s) jail 36 month(s) $0 $500 $0
Employer probation
M094818 | SanDiego | Sanders, Todd Uninsured 1 day(s) jail 36 month(s) $0 $1,000 $200
Employer probation
S276760 | SanDiego | Sandoval, Manuel | \Jninsured | 1day(s)jail 36 month(s) $0 $500 $0
Employer probation
M094806 San Diego | Sheridan, Jonathon Uninsured 36 month(s) probation $0 $2,400 $0
Employer
. R Claimant 330 day(s) jail 36 month(s)
ADQ841 San Diego Skoverski, Eric L Fraud probation $0 $56,128 $0
: , Claimant 18 month(s) probation 80
ADQ843 San Diego | Smyth, Liam Emmet Fraud hour(s) community service $0 $18,657 $0
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M094814 San Diego Son, Dinh Lan lIJEnlnsured 18 month(s) probation $0 $1,000 $522
mployer
ADUS820 San Diego Sonn, Donald Other 36 month(s) propatlon .40 $0 $0 $1,101
hour(s) community service
. . Premium 36 month(s) probation 40
ADV127 San Diego Steffel, Nicholas Fraud hour(s) community service $0 $0 $0
, Uninsured
M094819 San Diego Strom, Russell Employer $0 $2,500 $0
. . Claimant 36 month(s) probation 140
ADQO050 San Diego Suarez, Martin Fraud hour(s) community service $0 $3,935 $0
ADO602 San Diego | Swarthout, Joshua P::irgl:lém $0 $447,788 $0
M094820 | SanDiego | Thai, Minh Duc Uninsured 36 month(s) probation $0 $3,000 $522
Employer
. Thompson, Uninsured 1 day(s) jail 36 month(s)
M094860 San Diego Jonathan M Employer probation $0 $750 $0
Uninsured 1 day(s) jail 36 month(s)
ADQ872 San Diego Three Frogs, Inc. Emolover probation 10 hour(s) $0 $314,000 $10,000
ploy community service
: : Uninsured .
S276666 San Diego Tran, Lieu Thanh Employer 24 month(s) probation $0 $300 $0
M094825 San Diego | Valverde, Marco A lér%r;slg)r/(;? 36 month(s) probation $0 $1,000 $500
M094824 San Diego Velazco, Alvaro lé?:}ﬁg;g? 36 month(s) probation $0 $9,000 $522
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M094789 San Diego | Viboch, Christopher lé%ﬁg;g? 36 month(s) probation $0 $2,850 $0
ADU953 San Diego Villegas, Jose P::er;n&lém $0 $0 $1,092
, Claimant .
ADT082 San Diego Warren, Charles Fraud 60 month(s) probation $0 $17,715 $0
. Warren, Charles Claimant 90 day(s) jail 60 month(s)
ADQ705 San Diego Everett Fraud probation $0 $15,422 $0
. Wiener, Steven Uninsured
M094777 San Diego Donald Employer $0 $7,000 $250
Multiple
: . - Entities :
ADH825 San Diego Wise, Christina D Provider 60 month(s) prison $0 $119,434 $0
Fraud
Multiple
: : . Entities :
ADH825 San Diego Wise, David Provider 92 month(s) prison $0 $119,434 $0
Fraud
, . 1 day(s) jail 36 month(s)
ADQ872 San Diego Wolfe, David Scott / Uninsured probation 14 hour(s) $0 $0 $2,500
Three Frogs, Inc. Employer , .
community service
: . Claimant 1 day(s) jail 36 month(s)
ADQ892 San Diego | Yambao, Lualhati E Fraud probation $0 $28,069 $245
M094869 | SanDiego | Yohanes, Samson | Uninsured | 1day(s)jail 36 month(s) $0 $1,500 $500
Employer probation
02479161 San Gwinn, Dennis Claimant |90 day(s) jail 36 month(s) $0 $1,895 $340
Francisco Fraud probation
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San . Claimant 60 day(s) jail 36 month(s)
14003483 Francisco Inger, Marina Fraud probation $0 $27,000 $340
2478651 San Jones, Velma Claimant |45 day(s) jail 36 month(s) $0 $1,419 $340
Francisco Fraud probation
San Bautista, Jose / San Premium
SF125099A , Joaquin Valley AG 1,460 day(s) jall $0 $427,596 $505
Joaquin : Fraud
Services
San Espinola, Antonio / Claimant .
SF126289A Joaquin Edward Prins Dairy Fraud 36 month(s) probation $0 $26,707 $235
San Potter, Katherine / Claimant .
SF129362A Joagquin City OF Stockton Fraud 36 month(s) probation $0 $132,369 $235
San Vanalen, Bryan Claimant
SF127786A , Russel / Blue Eagle 36 month(s) probation $0 $67,046 $235
Joaquin ; Fraud
Contracting
NF424283A | San Mateo Hawk, James Premium | 10 day(s) jail 18 month(s) $0 $20,000 $239
Fraud probation
SM392032 A | San Mateo Mendoza, Rafael Uninsured 24 month(s) probation $0 $0 $535
Employer
Claimant 60 day(s) jail 24 month(s)
SC081914A | San Mateo Salas, Ysmael Fraud probation $0 $0 $165
Arias, Rafael
Santa Navarro / La Mejor Uninsured .
1453097 Barbara De Jalisco Employer 36 month(s) probation $0 $0 $10,000
Restaurant
Santa . Claimant .
1447494 Barbara Avila, Martha Fraud 36 month(s) probation $0 $9,839 $0
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Espinosa, Maria De .
1453095 Santa Carmen / Tortas Uninsured 36 month(s) probation $0 $0 $10,000
Barbara Employer
Mago
Santa . Claimant .
1476392 Barbara Garia, Jose Lopez Fraud 36 month(s) probation $0 $500 $275
Santa Claimant 180 day(s) jail 60 month(s)
1444659 Barbara Gonzalez, Leonel Fraud probation $0 $31,780 $600
Santa Claimant 240 day(s) jail 60 month(s)
1442826 Barbara Massey, Rory Fraud probation $0 $43,000 $0
Santa . . Claimant 3 day(s) jail 60 month(s)
1430894 Barbara Quiroga, Richard M Fraud probation $0 $22,831 $800
Santa Singh, Viranda / Uninsured 12 month(s) probation 15
1488757 Barbara Giovanni's Pizza Employer hour(s) community service $0 $0 $10,000
Santa Smith, Todd Claimant 30 day(s) jail 36 month(s)
1a4rasy Barbara Cameron Fraud probation $0 $4,743 $10,000
Santa - Claimant 3 day(s) jail 36 month(s)
1444335 Barbara Valdivia, Juan Fraud probation $0 $7,000 $800
Allen, Wayne / , .
213331 | SantaClara | ASAP Relocations, | remium 4 day(s) jail 48 month(s) $0 $4,200 $110
Inc. Fraud probation
Amador, Jr., Librado Uninsured 1 day(s) jail 12 month(s)
1490630 Santa Clara / Amador Concrete Employer probation $0 $0 $575
C1493718 Santa Clara A.re.llano, Gustavp / Uninsured 1 day(s) jall 24 month(s) $0 $0 $575
Vision Landscaping Employer probation
Barron, Uriel Uninsured
C1495267 | Santa Clara | Magana / El Tarasco Emol 24 month(s) probation $0 $0 $985
Bar mployer
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Bastida, Pelusa/

Uninsured

1 day(s) jail 12 month(s)
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C1490584 Santa Clara Green Thumb , $0 $0 $575
C . Employer probation
onstruction
Bola, Karnail Singh /
C1495535 Santa Clara Bola Landscape & Uninsured 1 day(s) jail 2_4 month(s) $0 $0 $575
Concrete Employer probation
Construction
Burciaga, Hector / . .
C1361365 | Santa Clara Demolition Uninsured | 3 day(s) jail 36 month(s) $0 $0 $575
C Employer probation
ontractor
Chen, Dianli / Dianli Uninsured .
C1496904 | Santa Clara Chen Construction Employer 12 month(s) probation $0 $0 $575
Chen, Huasong / Uninsured 1 day(s) jail 24 month(s)
C1481568 Santa Clara Successful ) $0 $0 $575
. Employer probation
Construction
Choi, Dong Suk / Uninsured 10 day(s) jail 24 month(s)
C1488701 Santa Clara Choice Auto Body Employer probation $0 $0 $575
Cigolini, Jose / Ace Premium
C1119507 Santa Clara Building $0 $0 $0
X Fraud
Maintenance
Contreras, Jr., . .
C1472335 | SantaClara| RobertS./Tree lérr‘r']”slgr‘;‘r’ 1 day(s) Jfo"b ;%L"O”th(s) $0 $0 $564
Techs By The Bay ploy P
Eitzen, Kenneth . _
14529583 Santa Clara Jack / Eitzen Uninsured 1 day(s) jail 1.2 month(s) $0 $0 $575
: Employer probation
Construction
Fidel, Gabriel / Premium
C1354131 Santa Clara Zenitram Fraud $0 $0 $0
Hoang, Phong Xuan . -
C1489657 | Santa Clara / Hoang Uninsured |1 day(s) jail 12 month(s) $0 $0 $575
c ) Employer probation
onstruction
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C1478774 Santa Clara Johnson, Teresa Claimant 60 day(s) jail 6.0 month(s) $0 $29,530 $349
Fraud probation
Khoshnoud, . .
C1488571 Santa Clara | Mohammed / Ceeb Uninsured 1 day(s) jail 24 month(s) $0 $0 $575
. Employer probation
Construction, Inc.
C1498570 Santa Clara Li, Yo_ngwel / Tiger Uninsured 1 day(s) jail 6 month(s) $0 $0 $575
Builders, Inc. Employer probation
Lozano, Gerardo
14530702 Santa Clara Flores / Monarca's Uninsured 1 day(s) jall 1_2 month(s) $0 $0 $575
Garden Employer probation
Maintenance
C1503226 Santa Clara Luu, Shane Va_m / Uninsured 1 day(s) jail 2_4 month(s) $0 $0 $575
Luu Construction Employer probation
Magana, Rigoberto / , -
F1348979 | Santa Clara | Bay Area Hauling & | remium 1 day(s) jail 24 month(s) $0 $0 $110
. Fraud probation
M & G Hauling
Martinez (Aka
C1490583 Santa Clara Jlmgnez), Luis / Uninsured 1 day(s) jall 1_2 month(s) $0 $0 $575
Rainbow Tree Employer probation
Service
Martinez, Lucille / Premium
C1354131 Santa Clara Zenitram Fraud $0 $0 $0
Minarik, Matthew . -
C1504309 Santa Clara Eugene / Home Uninsured 1 day(s) jai 12 month(s) $0 $0 $575
) . Employer probation
Solution Services
C1475888 Santa Clara Musu_o, Otto Jeff_rey Uninsured 1 day(s) jall 2_4 month(s) $0 $0 $1.395
/ Peninsula Hauling Employer probation
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C1116412 Santa Clara Newman, Dave C:?r' er;:;nt $0 $0 $0
Ngo, Thanh Thuy / Uninsured 1 day(s) jail 12 month(s)
C1489658 Santa Clara N & D Auto Body Employer probation $0 $0 $575
Nguyen, Binh Hoang Uninsured 1 day(s) jail 12 month(s)
C1496929 Santa Clara / NQB Construction Employer probation $0 $0 $575
Nguyen, Thuylinh / Uninsured 1 day(s) jail 12 month(s)
C1488702 Santa Clara N & Q Auto Body Employer probation $0 $0 $575
C148870 Santa Clara Nguyen, Van / VN Uninsured 1 day(s) jall 1_2 month(s) $0 $0 $575
Auto Repair Employer probation
Ochoa-Felix, Jose . .
14531311 Santa Clara Eduardo / Alamo Uninsured 1 day(s) jail 1.2 month(s) $0 $0 $575
Employer probation
Landscape
Orellana, Carlos . .
C1495072 | SantaClara|  Arturo/Mana Uninsured | 1 day(s) jail 12 month(s) $0 $0 $575
; Employer probation
Construction
C1479745 | SantaClara | Palomino, Jacob Claimant | 20 day(s) jail 12 month(s) $0 $3,379 $132
Fraud probation
Pulido, Teresa / Bay Premium 1 day(s) jail 24 month(s)
F1348979 Santa Clara | Area Hauling & M & Fraud probation 100 hours $0 $0 $110
G Hauling community service
Reyna-Mendoza, . -
213331 | SantaClara | Adalinda / ASAP Premium | 178 day(s) jail 60 month(s) $0 $166,129 $220
. Fraud probation
Relocations, Inc.
Saleh, Jawad / The . .
C1492143 Santa Clara Kitchen & Bath Uninsured 1 day(s) jail 1.2 month(s) $0 $0 $575
Employer probation
Depot
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Schultz, Douglas

Uninsured

1 day(s) jail 24 month(s)

2015 Annual Report

14531315 Santa Clara Jay / DJS Employer probation $0 $0 $575
Construction
Shahsuvaryan Single Entity
C1229602 Santa Clara Tigran / Implantium Provider 90 day(s) jall $0 $10,000 $0
Fraud
Shih, Lung Seng / Uninsured 1 day(s) jail 12 month(s)
€1495073 Santa Clara ADCM Construction Employer probation $0 $0 $575
Shon, Chang Woo / Uninsured .
C1496905 Santa Clara Fresh Painting Employer 24 month(s) probation $0 $0 $575
Smith, Owen R. / Uninsured .
C1490631 Santa Clara Kiwi Builders Employer 12 month(s) probation $0 $0 $985
Taeha, Tarik S. / Uninsured 1 day(s) jail 12 month(s)
C1492145 Santa Clara SPD Architects Employer probation $0 $0 $575
Yang, Bo He / Uninsured 1 day(s) jail 12 month(s)
C1492144 Santa Clara Ocean Construction Employer probation $0 $0 $575
NY 14-6705 | Santa Cruz | Allshouse, Jeff Allen |  Uninsured | 10 day(s) jail 12 month(s) $0 $0 $1,000
Employer probation
Barragan, Noah Uninsured | 90 day(s) jail 24 month(s)
NY 14-6691 | Santa Cruz Bulmaro / Noah's . $0 $220 $750
) Employer probation
Tree Service
Multiple
Bullock, James o .
NY 14-6695 | Santa Cruz | Dunwoodie / Bullock |  nities | 120 day(s) jail 24 month(s) $0 $220 $750
. Provider probation
Construction
Fraud
Contreras-Miranda, . .
NY 14-6711 | Santa Cruz Isidro / Monterey Uninsured 90 day(s) jail 36 month(s) $0 $1,000 $0
. Employer probation
Bay Solutions
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NY 14-6692 | Santa Cruz Coulton VI!, James Uninsured 90 day(s) jail 36 month(s) $0 $0 $750
Kevin Employer probation
Dakes, Henry . -
NY 14-6713 | Santa Cruz Garcia / Hank's Uninsured 90 day(s) jai 36 month(s) $0 $0 $750
- Employer probation
Painting
. Multiple
Getz, Richard O .
NY 14-6710 | SantaCruz | Ramon / Skip's Entities 90 day(s) jail 36 month(s) $0 $0 $750
. Provider probation
Handyman Service
Fraud
Guzman, Isreal . _
NY 14-6709 | Santa Cruz | Espinoza / Misifus Uninsured 90 day(s) jail 36 month(s) $0 $0 $750
: Employer probation
Landscaping
NY 14-6696 | SantaCruz | Guzman, Sergio Uninsured |90 day(s) jail 24 month(s) $0 $220 $750
Employer probation
Smith, David Allen / . .
NY 14-6690 | Santa Cruz | Smith Painting And | Uninsured | 90 day(s) jail 36 month(s) $0 $0 $750
Employer probation
Handyman
Smith, Michael E / . .
NY14-66911 | Santa Cruz | M.E. Smith Building | 2ninsured | 120 day(s) jail 24 hour(s) $0 $0 $750
: Employer community service
Supplies
Storyk, Corbet . .
NY 14-6761 | SantaCruz | Robert/Corbets | orinsured | 180day(s)jail 36 month(s) | ¢, $500 $500
Employer probation
Custom Carpentry
NY 14-6763 | Santa Cruz Whltne_y_, Gerald Uninsured 90 day(s) jail 36 month(s) $0 $0 $750
William Employer probation
NY 14-6764 | Santa Cruz Zuniga-Arias, Alvaro Uninsured 90 day(s) jail 36 month(s) $0 $220 $750
Martin Employer probation
. Claimant 36 month(s) probation 120
12F8150 Shasta Galloway, Leighann Fraud day(s) community service $0 $15,702 $1,180
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Hookham, Chase Claimant .
14F2923 Shasta William Fraud 36 month(s) probation $0 $8,016 $885
12-1477 Siskiyou Beauchene, Daniel Uninsured 36 month(s) propatlon _40 $0 $0 $0
George Employer hour(s) community service
14-1743 Siskiyou Boone, Leslie E C:?r' glﬁnt 36 month(s) probation $0 $0 $0
. Childs, Patrick Claimant .
11-0204 Siskiyou Fitzgerald Fraud 24 month(s) prison $0 $0 $0
14-1584 Siskiyou Swords, Michael D C:?r' ;r:JaOlnt 36 month(s) probation $0 $0 $0
- . 1 day(s) jail 60 month(s)
FCR306761 | Solano Fraticelli, Damon Claimant probation 50 hour(s) $0 $10,000 $379
Alen Fraud : :
community service
. . 1 day(s) jail 36 month(s)
FCR308280 Solano Manlowe, David Claimant probation 30 hour(s) $0 $1,349 $370
John Fraud . ;
community service
Claimant 30 day(s) jail 60 month(s)
FCR304966 Solano Nunez, Mario Fraud probation 50 hour(s) $0 $32,000 $370
community service
Claimant 30 day(s) jail 24 month(s)
DAR679330 Sonoma Baxter, Evelyn Fraud probation $0 $1,830 $70
. Claimant 36 month(s) probation 40
DAR682253 Sonoma Quionnes, Warren Fraud hour(s) community service $0 $27,272 $70
Bl14-837 Tehama Chinchen, Chase Uninsured $0 $0 $650
Employer
Bl14-810 Tehama Huerta, Melecio Uninsured $0 $150 $800
Employer
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B114-836 Tehama Jager, Ronald lé%ﬁg;g? $0 $150 $500

BI13-1025 | Tehama Kanakis Premum | 30 day(s% i $0 $6,370 $1,055

Bl14-815 Tehama Morales, Aaron Lé?:%?g;g? 40 houréz)r\ﬁgrenmunity $0 $0 $0

Bl14-814 Tehama Reyes, Ricardo lémg;zg 24 month(s) probation $0 $0 $500

BI14-897 | Tehama Stanley, Carl lémslg;zcr’ $0 $0 $680

Bl14-812 Tehama Tannous, Speero léﬂ}%?g;g? 12 month(s) probation $0 $0 $680
VCM303691 | Tulare Arredondo, Luis lé’::]'gslg;gf $0 $0 $270
1301000014 | Tulare Carey, Dustin C:f‘rigl"’c‘j”t $0 $28,500 $224
VCF311563 Tulare Esparza, Jairo C:f‘rigl"’c‘j”t $0 $4,800 $0
VCF301633 | Tulare renon-cray. C:frigfc‘jm $0 $0 $0
VCF259685 Tulare Ochoa, Victoria C::ari Q:Jaant 180 day(s) jail $0 $194,702 $224
2012000629 Ventura Aguirre, Frances C::ari szaant 120 day(z)réakl)ilat?oonmonth(s) $0 $35,060 $280
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2012033976 | Ventura Becerra, Gloria Claimant | 180 day(s) jail 36 month(s) | ¢, $19,696 $300
Fraud probation
. , Uninsured .
2014016467 Ventura Billings, Kevin Employer 36 month(s) probation $0 $0 $1,150
2015002989 | Ventura Chilcutt, Paul C'é‘r';?;”t 36 month(s) probation $0 $0 $1,150
2014024058 | Ventura Eaton, Lex Uninsured 36 month(s) probation $0 $0 $1,000
Employer
Claimant .
2014023225 Ventura Hernandez, Bart Fraud 24 month(s) probation $0 $0 $1,000
2014035112 Ventura Martinez, James Insider Fraud 36 month(s) probation $0 $0 $1,000
2014008586 Ventura Santos, Nicolas Uninsured 24 month(s) probation $0 $0 $1,000
Employer
2012029553 | Ventura Silva, Roberto Claimant $0 $0 $0
Fraud
2014010970 | Ventura Silvestri, Cody Claimant | 180 day(s) jail 60 month(s) $0 $22,969 $0
Fraud probation
2014020904 Ventura Stewart, Alex C:?r' gﬁnt 24 month(s) probation $0 $0 $1,000
. Claimant 180 day(s) jail 60 month(s)
2011033662 Ventura Tappe, Darrin Fraud probation $0 $2,840 $300
2014006892 Ventura Velasco, Julian C::ar' szaant 24 month(s) probation $0 $0 $1,000
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Awara,Abdelmohsen

Uninsured

15M01627 Yolo Mohamed / Smoke Emol 36 month(s) probation $0 $0 $41,000
Hut mployer
202277 Yolo Azpeitia, Javier Uninsured 24 month(s) propatlon .10 $0 $0 $41,000
Employer hour(s) community service
Guilliam, Russell Uninsured .
201233 Yolo James Employer 36 month(s) probation $0 $0 $41,000
203222 Yolo ercetlch_, Kristofer Uninsured 18 month(s) propatlon _20 $0 $0 $41,000
Milan Employer hour(s) community service
Rojas, Miguel Angel Uninsured .
206115 Yolo Marin Employer 36 month(s) probation $0 $125 $41,000
Rudolph, Gregory Uninsured
205678 Yolo James / Reliable 36 month(s) probation $0 $125 $41,000
. Employer
Electric
13F03824 Yolo  |Russell, James Jean | " remium | 36 month(s) probation 80 $0 $0 $1,270
Fraud hour(s) community service
Villegas, Ahaaron Uninsured .
150831 Yolo Carril Employer 36 month(s) probation $0 $0 $41,000
Villegas, Martin Uninsured 36 month(s) probation 20
202355 Yolo Molina Employer hour(s) community service $0 $125 $41,000

California Department of Insurance
2015 Annual Report

Page 112




2015 ANNUAL REPORT

FINANCIAL SURVEILLANCE BRANCH

California Department of Insurance Page 113
2015 Annual Report



Financial Surveillance Branch

Financial Surveillance Branch

The mission of the Financial Surveillance Branch (FSB) is to assure that all insurers licensed to
do business in California (as well as those insurers operating on a non-admitted or surplus lines
basis) maintain the financial stability and viability necessary to provide the benefits and
protection promised to California policyholders.

FSB pursues its mission by conducting risk focused financial surveillance of the insurance
industry to ensure it can provide the benefits and protections promised to California citizens.

FSB divides its work among the Financial Analysis Division, the Field Examination Division, the
Actuarial Office, the Troubled Companies Unit, and the premium tax function.

The Financial Analysis Division (FAD), as part of the overall risk focused financial surveillance
process, evaluates and monitors the financial condition of insurance companies to identify
financially distressed companies, and requires insurers to take corrective actions or
recommends regulatory actions to assure insurer solvency for the protection of California
consumers.

The Field Examination Division (FED) is responsible for conducting risk-focused financial
examinations of California’s domiciled insurance companies and other insurance organizations
to determine their financial solvency and capacity to meet policyholder obligations. The
examinations also serve to protect policyholder interests by including a review of corporate
governance, key business activities such as claims, underwriting, investments, and operations,
as well as an evaluation of prospective risks.

The Actuarial Office (AO) oversees and substantiates life insurer reserves, reviews selected
portions of life insurance and annuity policy forms, ensures proper replacement of Life
Appointed Actuaries, verifies long term care loss ratio compliance, and reviews illustration
certifications. The AO also provides general property-casualty actuarial support to FED and
FAD as well as to the Rate Regulation Division for the workers’ compensation line.

The Troubled Companies Unit (TCU) is responsible for overseeing those insurers identified as
being financially troubled.

FSB also audits premium tax returns filed by insurers and surplus lines brokers.
Participation with the National Association of Insurance Commissioners

California Insurance Commissioner Dave Jones is a member of the National Association of
Insurance Commissioners (NAIC). The goal of the NAIC is to establish a national system of
state based regulation in order to provide for consistent, uniform, and timely regulation of the
financial condition and market conduct of insurers. The system of financial regulation is risk-
based in order to provide regulatory assets where they are most needed. As part of the
California involvement in the work of the NAIC, the FSB staff participates in a significant number
of NAIC committees and working groups, covering all areas of financial surveillance and
financial reporting, in order to ensure that our financial surveillance is most efficient and
effective. The California Department of Insurance is subject to annual offsite reviews of its
solvency activities by the NAIC, and is subject to an on-site review every five years. California
has passed each of these reviews.
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FINANCIAL ANALYSIS DIVISION

The Financial Analysis Division (FAD) conducts on-going, risk-focused financial surveillance of
all regulated entities including property and casualty insurers, life insurers, fraternal benefit
societies, grants and annuities societies, underwritten title companies, home protection
companies, motor clubs, multiple employer welfare arrangements, risk retention groups and
non-admitted insurers. In order to ensure compliance with applicable laws and regulations, FAD
promptly identifies companies in or approaching a hazardous financial condition and intervenes
with corrective action when necessary.

Furthermore, FAD reviews and provides timely financial recommendations to the Corporate and
Regulatory Affairs Branch on corporate applications (e.g., certificates of authority, amended
certificates of authority, securities permits, variable contract qualifications, underwritten title
company licenses, acquisitions, mergers, and other holding company transactions) requiring the
Insurance Commissioner’s prior approval.

FAD also provides financial and technical information and assistance to other divisions relative
to oversight of reinsurance practices and procedures, surplus line insurers, captive insurers, and
risk retention groups.

The workload performed by FAD is distributed among three bureaus as well as selected division
office personnel. The following is an overview of FAD’s workload statistics:

TABLE A: FINANCIAL ANALYSIS PERFORMED
Calendar Year 2015

NUMBER OF NUMBER OF QUARTERLY
TYPE ANNUAL STATEMENTS
STATEMENTS
Life and Property & Casualty 841 1088
Other Entities 760 178

TABLE B: CORPORATE AFFAIRS APPLICATIONS REVIEWED
Calendar Year 2014

TYPE NUMBER OF APPLICATIONS
Certificate of Authority 25
Holding Company Matters 190
All Others 152
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FIELD EXAMINATIONS DIVISION

Under the provisions of Sections 730, 733, 734.1, and 736 of the California Insurance Code, the
Commissioner may examine the business and affairs of every admitted insurer, whenever
deemed necessary, to determine its financial condition and compliance with applicable laws.
Unless financial or other conditions warrant an immediate examination, domestic insurers are
usually examined every three to five years and foreign insurers are usually examined in
accordance with the NAIC’s procedures for examination scheduling. The Field Examinations
Division (FED) also performs financial examinations of underwritten title companies, home
warranty companies, and other entities as necessary.

It is the responsibility of FED to determine the financial condition of insurance companies in
accordance with California Insurance Code legal requirements and prescribed accounting
practices as promulgated by the NAIC. Examinations are conducted in accordance with the
NAIC’s Financial Condition Examiners Handbook.

Various types of examinations initiated and completed by FED in 2015 are presented as follows:

TABLE C: FED INITIATED EXAMINATIONS
Calendar Year 2015

TYPE INITIATED COMPLETED
Domestic Companies 31 39
Underwritten Title Companies 1 3
Foreign Companies 4 1
Qualifying Exams 1 1
Statutory Exams 0 1
Total: 37 45

ACTUARIAL OFFICE

The Actuarial Office (AO) provides technical assistance within the FSB and provides assistance
to FED in the examination of domestic companies. The AO monitors reserves established by life
and health insurance companies; drafts new legislation, regulations, and bulletins regarding
actuarial matters; reviews selected portions of life insurance and annuity policy forms; and
ensures compliance regarding Appointed Actuary changes, long term care loss ratios, and
illustration certifications. Listed below are workload statistics of the AO for the year 2015:
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TABLE D: AO WORKLOAD STATISTICS
Calendar Year 2015

ACTUARIAL REVIEWS NUMBER REVIEWED
Actuarial Memorandum for Statement Reserves 87
Regulatory Asset Adequacy Issues Summaries 489
lllustration Certifications 248
Life Insurance and Annuity Policy and Rider 463
Grant and Annuity Submissions 12
Disability Income Rate Filings 25
Long Term Care Rate Filings 45
Credit Insurance Rate Deviation Filings 15
Schedule P Loss Review Compilations 231

TROUBLED COMPANIES UNIT

TCU is responsible for closely monitoring those companies identified as being financially
troubled. The number of companies under review varies, along with the level of complexity each
presents. An average of 41 troubled companies were assigned to TCU during 2015.

TCU monitors the financial status of assigned companies and makes recommendations to the
Early Warning Team. The Early Warning Team has the ultimate responsibility of monitoring the
companies determined to be in financial difficulty or under financial distress. TCU also provides
other technical and administrative support for the Early Warning Team.

PREMIUM TAX AUDIT BUREAU

Insurance Taxes — The Premium Tax Audit Bureau audits gross premium tax returns filed by
insurance companies and surplus lines brokers. The premium tax supports State General Fund
obligations.

Basis and Rate of Tax — A rate of 2.35% is levied on the amount of “gross premiums” received,
less return premiums from insurance business done in California. A lower premium tax rate of
0.50% is applied to premiums received under pension and profit sharing plan contracts
“qualified” under the Internal Revenue Code.

Title insurance and ocean marine insurance are exceptions to the general premium tax rate
basis and rate structure. Insurers transacting title insurance are taxed at a rate of 2.35% upon
all income received in this state, with the exception of income arising out of investments. Ocean
marine insurers are taxed at a rate of five percent of the average annual underwriting profit
earned during the preceding three calendar years.

Retaliatory Taxes — Insurers domiciled in states with a higher tax rate than California pay a
“retaliatory tax” to California equal to the difference in the tax rate of their state of domicile and
the tax rate of the State of California.
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Surplus Line Taxes — The surplus lines insurers pay a tax rate of three percent levied on
surplus line premiums pursuant to California Insurance Code Section 1775.5.

Taxes Levied and Collected

TABLE E: TAXES LEVIED AND COLLECTED
Fiscal Year 2014-15

Insurance premium taxes and retaliatory taxes ..............ccccoeeeeennn. $2,253,116,874
Retroactive premium tax adjustments ... $7,941,347
Premium tax refundsS ... $44,486,644
SUIPIUS INE tAXES .. uvvvviiiiee e ettt e e e e $185,645,400
Additional taxes $3,399,595
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Legal Branch

The Legal Branch ensures compliance with the California Insurance Code by all admitted
insurers, insurance agents and brokers, and any other person or organization engaging in or
applying to engage in the business of insurance in California. The Legal Branch serves an
integral part of CDI's mission by:

e Litigating enforcement actions.

e Reviewing and analyzing certain insurance policies to determine whether the policy
should be approved for sale to consumers.

e Ensuring rate filings comply with the requirements of Proposition 103.

¢ Providing legal assistance to other branches of CDI.

e Supporting the department's Fraud Division in the prevention of insurance fraud.

¢ Handling corporate licensing applications and providing governance oversight in order to
ensure insurer compliance with all relevant state laws

The Legal Branch also promulgates regulations implementing California statutes and provides
legal services to CDI relating to service of process and records requests. The Legal Branch is
divided into nine bureaus:

e Auto Enforcement Bureau

o Corporate Affairs Bureau |

o Corporate Affairs Bureau Il

e Enforcement Bureau Sacramento

¢ Enforcement Bureau San Francisco

e Fraud Liaison Bureau

o Government Law Bureau

e Policy Approval Bureau

¢ Rate Enforcement Bureau

AUTO ENFORCEMENT BUREAU

The Auto Enforcement Bureau (AEB) litigates enforcement actions against insurance
companies and broker-agents (producers). As an Enforcement Bureau, AEB protects
policyholders, prospective policyholders, consumers, and the California insurance marketplace
by ensuring that insurance producers and insurers comply with the Insurance Code and other
laws and regulations that apply to the business of insurance.

In addition to other duties, AEB is also responsible for Vehicle Service Contracts, including the
review of contracts and forms, evaluation of Vehicle Service Contract Provider license
applications, and related license disciplinary matters. AEB also handles all aspects of litigation
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and enforcement previously known as “compliance” cases. AEB attorneys prepare and file
pleadings and represent the Commissioner in administrative court in disciplinary actions against
both licensed and unlicensed insurers and producers, including the revocation or denial of

licenses and imposing fines for unfair claims practices by insurers.

Beyond its core function of an enforcement litigation bureau, AEB also provides legal opinions
to the Commissioner and to the various divisions of the department; provides support for
investigations of producers and examinations of insurers; promulgates regulations; and
represents the department in employee adverse actions.

Auto Enforcement Bureau Statistics 2015

Table A: Auto Enforcement Bureau Statistics Calendar Year 2015

Matter Type Matters Opened Matters Closed
Disciplinary 208 190
Vehicle Service Contract 367 325
Unfair Practices Act 0 1
Legal Opinion 2 2
Regulation 1 0
Cease & Desist 0 0
Litigation/Defense 0 1
Legislation (bill analysis) 1 1
Miscellaneous 3 1
Human Resources 16 7
Order to Show Cause 0 2
Public Records Act Request 0 0
Oversight 7 3

Total 605 533
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Structure

Corporate Affairs Bureau |, Corporate Affairs Bureau Il and the Administrative Hearing Bureau
were previously under the separate branch of Corporate and Regulatory Affairs Branch
(CARAB). In July of 2015, Corporate Affairs Bureau | and Il were reintegrated into the Legal
Division and the Administrative Hearing Bureau was moved under the Special Counsel’s office.
In November of 2015, the Health Policy Bureau was moved under Executive Operations office.

CORPORATE AFFAIRS BUREAU |

The Corporate Affairs Bureaus protect California consumers through company licensing,
oversight, and enforcement. These activities protect insurer solvency and require the conduct of
company affairs in accordance with the law. The Corporate Affairs Bureau | (CAB |) specializes
in the areas of surplus lines, risk retention and risk purchasing groups, title and underwritten title
companies, insurer name approvals, premium tax issues, and charitable gift organizations. In
addition, CAB | reviews applications filed by insurance companies for approval of securities
issuances, mergers, acquisitions, inter-affiliate service agreements, holding company act filings,
and extraordinary dividend payments.

CORPORATE AFFAIRS BUREAU Il

The Corporate Affairs Bureau Il (CAB 1) specializes in the areas of reinsurance, non-standard
company structures, and life settlements. In addition, CAB Il handles corporate licensing and
oversight, provides legal services to Financial Surveillance Branch’s Troubled Companies Unit
and to CDI's Conservation & Liquidation Office (CLO). The CLO takes over and manages
insurers found to be in such a condition that further transaction of business would be hazardous
to their policyholders, creditors or to the public. The goal is to protect those stakeholders, and in
the case of liquidation, maximize return to policyholders and creditors.

TABLE A: AHB OPENED AND CLOSED CASES BY CATEGORY
Calendar Year 2014

TYPE OPENED CLOSED
Disciplinary Proceedings Regarding Prohibited Persons 2 1
Non-Compliance Proceedings 1 30

Workers’ Compensation Appeals Including Procedures Re-

Rate Filings (Underwriting Procedures) 42 34

1The number of case closures includes case closures that occurred in 2014 on files that were opened
during 2013. By comparison, the AHB opened 25 cases and closed 36 cases in 2013.

California Department of Insurance Page 122
2015 Annual Report



Legal Branch

TABLE B: CAB STATISTICS
Calendar Year 2015

BEGIN # END #
TYPE ASSIGNED | ASSIGNED | CLOSED | ASSIGNED
CASES CASES

Accredited Reinsurer Renewal 0 28 27 1
Advisory Organization License 0 0 0 0
Amended Deed of Trust 0 0 0 0
Approval of Trust 0 2 2 0
C/A Amend-Add Line 6 15 17 4
C/A Amend-Delete Line 0 3 3 0
C/A Amend-Domestic Change

709.5 ) 1 4 5 0
C/A Amend-Name 5 23 27 1
dC(/),?n@H;end Non-Domestic Re > 29 23 1
Certificate of Authority 5 22 15 12
Certificate of Authority Status -

750C y 3 7 5 5
Certified Reinsurer 3 2 3 2
Certified Reinsurer Renewal 0 5 3 2
Custodian Qualification 1 0 1 0
Custody Agreement 3 4 6 1
Exemption — Certificate of 0 3 2 1
Failure to Make Required Filing 0 0 0 0
Grants/Annuities - C/A 15 10 12 13
Grants/Annuities-Amended C/A 0 3 2 1
HC Disclaimer of Affiliation .4l 2 23 14 11
gg\tﬁ)s(?rln&t Comm. Domiciled 3 5 5 3
HC Exempt - Form A .2f 0 0 0 0
HC Exempt — Form A .29 0 4 2 2
HC Extraordinary Dividend .5¢g 0 20 20 0
HC Guarantees .5b5 0 0 0 0
HC Mgt. Serv./Cost Share

Agmt s 56 156 178 34
HC Misc. 2 2 3 1
HC Reinsurance .5b3 4 26 23 7
Z%ISales Purchases Loans 2 18 12 3
Holding Companies Acquisition 4 14 13 5
Home Protection 0 2 2 0
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TABLE B CAB STATISTICS

Calendar Year 2015 (Continued)

2015 Annual Report

BEGIN # END #
TYPE ASSIGNED | ASSIGNED CLOSED ASSIGNED
CASES CASES

Letter of Credit 0 1 0 1
Life Settlement Provider 1 1 1 1
Merger 4 18 17 5
Miscellaneous 14 88 88 14
Motor Club License 0 0 0 0
Motor Club Service Contract 23 21 25 19
Name Approval Reservation 5 93 92 6
Organizational Permit 3 4 6 1
Purchasing Alliance Registration 0 0 0 0
Eglsrl;/rigﬁzosurchase/Transfer 12 11 20 3
Reinsurer Accreditation 4 2 6 0
Risk Purchasing Group 1 21 15 7
Risk Purchasing Group Renewal 34 318 307 45
Risk Retention Group 10 10 12 8
Risk Retention Group Renewal 85 110 107 88
S810 0 0 0 0
Stock Permit 4 3 7 0
Stock Permit - Amend 1 1 2 0
Surplus Line Filing 0 6 0 6
US Trust 0 1 0 1
US Trust Amendment 0 3 1 2
US Trust Renewal 5 13 15 3
UTC-Amend License 2 6 8 0
UTC-License 2 0 2 0
UTC-Organizational Permit 1 0 0 1
UTC-Permit 0 0 0 0
UTC-Transfer of Shares 0 3 2 1
Variable Annuity 1 0 1 0
Variable Annuity - Amend 104 167 106 165
Variable Life 1 0 1 0
Variable Life - Amend 37 58 46 49
WC Deposit Agreement 8 18 11 15
Withdrawal 3 8 6 5

TOTAL 482 1408 1329 561
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ENFORCEMENT BUREAU SACRAMENTO

The Enforcement Bureau Sacramento (EB-SAC) litigates enforcement actions against
insurance producers, insurers, and others conducting insurance business in California. EB-SAC
provides assistance to the Licensing Services Division in evaluating qualifications for licensure
of producer applicants who have a criminal record or a record of professional license discipline,
and reviewing legal documents implementing recommended action regarding those applicants.

Enforcement Bureau Sacramento Statistics

e During the year, 1,574 cases were received and action was completed on 1,552.
e In 2015, EB-SAC concluded 54 administrative hearings.

¢ Monetary penalties, cost reimbursement, and restitution assessed through negotiated
settlements and/or hearings amounted to over $78,867.

TABLE B: ENFORCEMENT BUREAU SACRAMENTO STATISTICS
Calendar Year 2015

RESOLUTION OF ENFORCEMENT CASES '\g‘_BTSEERDS
Order of Revocation 61
Order of Revocation / Issuance of Restricted License 25
Order of Revocation / Issuance of Restricted License with fines 21
Order of Denial 151
Order of Denial / Issuance of Restricted License 198
Order of Denial / Issuance of Restricted License with fines 45
Order of Suspension 16
Order of Dismissal 21
Cease and Desist 1
Order for Monetary Penalty and/or Reimbursement 26
Order Removing Restrictions 133
Miscellaneous Orders 31
Warning 13
Voluntary Withdrawal of Application 17
No Disciplinary Action Warranted 101
No AR Action/Referred for Disciplinary Proceeding 323
Removal of Restrictions Denied 8
Order of Summary Denial 157
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Order of Summary Denial/lssuance of Restricted License 91
Order of Summary Revocation 61
Order of Summary Revocation/Issuance of Restricted License 9
Order Granting 1033 Consent 17
Order Denying 1033 Consent 10
Barred from Licensure/Exam 16

ENFORCEMENT BUREAU SAN FRANCISCO

ACTIVITES (JANUARY 1, 2015 THROUGH DECEMBER 31, 2015)
During the year, 301 cases were received and action was completed on 322.

Order of Revocation 26
Order of Revocation/Issuance of Restricted License 18
Order of Summary Revocation 14
Default Revocation 13
Order of Denial 33
Order of Denial/lssuance of Restricted License 35
Order of Summary Denial 1
Default Denial 3
Order of Suspension 7
Order of Cease and Desist 5
Order of Monetary Penalty 17
No Disciplinary Action Warranted 39
Warning Letter 14
Rewritten Decision 1
Surrender License 3
License Application Withdrawn 2
Miscellaneous 121

Restitutions:
Low, Blake Jerome $2,000.00

Monetary Penalties:

Entitle Insurance Company $20,000.00
Donahue, Jill Marie $250.00
Sailers, Kindra Sue and Best Interest Financial $4,000.00
Ticor Title Company of California $30,000.00
Kevorkian, Armen Nick $400.00
Walker, Kim D. $250.00
Grande, Carl Enrique $250.00
Fortun, Hector D. $250.00
$250.00
Fortun Insurance Inc. $250.00
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Riversource Life Insurance Company $500,000.00
LaBarre Oksnee Insurance Agency, Inc. $100,000.00
Navarro, Leonel $250.00
Ward, Tracy Ann $250.00
Gordon, Stacy Randolph $10.000.00
Pantaleoni, Victor Scott $2,500.00
Midland National Exam $900,000.00
Wood, Thomas Chadwick $300.00

Cease and Desist Orders:

American Senior Services, Inc.
Black Probation Offier's Association
Hole-in-Won.com

Kolenda, Kevin

Iworld Financial Group

FRAUD LIAISON BUREAU

The Fraud Liaison Bureau (FLB) provides legal support to the department’s Fraud Division (FD).

General Duties — FLB provides legal services to the anti-fraud grant programs created by
statute and managed by the FD. Legal support is provided to the Division office in Sacramento
and Regional offices throughout the state in the implementation of these grant programs,
including the promulgation of regulations, drafting of proposed legislation, and providing advice
to the Fraud Assessment Commission (FAC). The FAC, in conjunction with the FD, is charged
with the enforcement of the laws relating to workers' compensation fraud prevention.

Additionally, the bureau provides legal advice related to FD's peace officer functions such as
search and seizure, and unique employment related issues due to the peace officer status of its
investigators. The FLB coordinates with the Office of the Attorney General when FD employees
are involved in civil litigation cases. This type of litigation often involves the conduct of an
employee in the performance of his or her duties on the job.

Qui Tam Cases

Overview — FLB handles numerous civil cases filed by private parties alleging violations of the
False Claims Act (FCA) in the Insurance Code. These cases are referred to as “qui tam cases.”
Qui tam cases are complex civil actions filed by a whistle-blower. A private party whistle-blower
must serve the Commissioner with civil qui tam complaints. The cases cover a large range of
alleged unlawful conduct including kickbacks in the sales and promotion of pharmaceuticals,
misleading billing practices by hospitals, fraud by medical clinics, and the unlawful promotion
and sale of medical devices. The Commissioner may intervene in these cases. These cases
can involve large companies that have been accused of engaging in false and misleading
practices.

In early December 2015 the Commissioner settled a qui tam case pending against defendant
Warner Chilcott for $23.5 million of which the state received 51% of the recovery.

On December 31, 2015, there were 59 active qui tam cases pending.
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Commissioner’s Intervention — The Commissioner represents the interests of the State when
intervening. In cases in which the Commissioner has not intervened, the Commissioner must
approve the allocation of funds that result from a settlement or judgment against the
defendant(s) to insure that the state’s interest in the case is protected.

TABLE D: FLB WORKFLOW
Calendar Year 2015

TYPE MATTERS MATTERS PENDING AT
OPENED CLOSED YEAR-END

Qui Tam Litigation 21 13 59
Legal Opinions 3 3 0
Legislation(analysis of pending bill) 2 2 0
Miscellaneous 4 0 0
Human Resources 0 0 0
Regulation 2 2 0
Civil Litigation 0 0 2
Subpoenas/Public Records 3 3 0
Search Warrants 0 0 0
Oversight 1 0 1

Total 36 23 62

GOVERNMENT LAW BUREAU

The Government Law Bureau (GLB) provides legal support to the Legislative Office and for
CDI’s rulemaking program. GLB personnel assist the Special Counsel to the Commissioner
with the oversight and management of all CDI rulemaking actions. An attorney in GLB serves
as CDI’s Privacy Officer. Consequently, GLB personnel are responsible for CDI’s privacy policy
and advise CDI on questions relating to the protection of personally identifiable information
contained within CDI’s files. Staff in GLB monitor the workers’ compensation system and assist
the Commissioner with his review of the workers’ compensation advisory pure premium rate.
GLB also handles all requests made pursuant to the Public Records Act, serves as CDI’s agent
for service of process, and is CDI's primary custodian of records. GLB participates in several
interdisciplinary task forces relating to senior issues, workers’ compensation, wildfire
catastrophe mitigation, and more.
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Calendar Year 2015

TABLE E: STATISTICS BY MATTER TYPE

NAME ASSIGNED CLOSED
Litigation — Defense/Other 17 19

Public Records Act Request 1081 1073
Subpoena 182 195
Substituted Service of Process 26 26
Legislation Oversight 18 18
Regulation Oversight 5 5

Total 1330 1337

POLICY APPROVAL BUREAU AND HEALTH POLICY APPROVAL BUREAU

The Policy Approval Bureau (PAB) and Health Policy Approval Bureau (HPAB) perform reviews
of life, disability (accident and health), and workers’ compensation insurance products. PAB
also reviews insurer qualifications to market and sells variable life and annuity products. Insurer
gualifications to sell variable life and annuity products were transferred to the Corporate and
Regulatory Affairs Branch (CARAB) during 2014. PAB and HPAB advise the public, other
government agencies, CDI personnel, and legislators on statues and regulations pertaining to

life, disability, and workers’ compensation insurance. Further, PAB and HPAB develop

regulations and bulletins relating to life and disability insurance product design, advertising, and

administration.
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TABLE F: PAB and HPAB BUREAU STATISTICS

Calendar Year 2014

PRODUCT RECEIVED CLOSED

Group Non-Health 256 314
Supplemental Life Insurance 224 171
Variable Contracts 297 336
Group and Individual Health Insurance 394 423
Medicare Supplement 208 241
Unclassified 37 42
Individual Non-Health 93 103
Individual and Group Credit Insurance 2 4
Long Term Care Insurance 118 138
Workers’ Compensation 295 295
Subtotal 1,924 2,067

Variable Product Qualifications:
Variable Annuity Qualification 3 3
Variable Life Qualification 0 0
Amended Variable Annuity Qualification 11 78
Amended Variable Life Qualification 1 37
Modified Guarantee Annuity Qualification 0 0
Sub-Total 15 118
Total 1,939 2,185

RATE ENFORCEMENT BUREAU

The Rate Enforcement Bureau (REB) enforces the provisions of Proposition 103 and other laws
pertaining to the availability and affordability of insurance and the rating and underwriting
practices of property and casualty insurers. REB provides legal support to the department’s
Rate Regulation Branch, represents CDI in prior approval rate hearings, and represents CDI in
administrative enforcement cases alleging rating and underwriting violations. REB provides
legal assistance for issues related to the California Earthquake Authority, the Commissioner’s
Catastrophe and Climate Change Initiatives, the California Automobile Assigned Risk Plan, and

the California Low Cost Automobile Insurance Program.
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TABLE G: SUMMARY OF THE BUREAU’S MAJOR ACTIONS
Calendar Year 2015

MAJOR ACTIVITIES

MATTERS
CLOSED

Prior Approval:

Petitions for Hearing Received

Petitions for Hearing Granted

Petitions for Hearing Denied

Notices of Hearing Issued

Hearings in Progress

Matters Resolved Without Hearing

Matters Resolved Following Hearing

Matters Pending

WO Rk kOO

Regulations:

Regulation Matters Opened

Regulations Approved

Regulations Pending

oW/

Enforcement Matters:

Enforcement Matters Opened

N

Enforcement Matters Closed

Enforcement Matters Pending

Civil Litigation:

Matters Opened

Amicus Brief Filed

Matters Closed

Matters Pending

Wwo|h~
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Office of the Special Counsel

The Special Counsel provides independent legal advice directly to the Insurance Commissioner
and oversight of Department Rulemaking Projects and Regulations. The Special Counsel
directs the interaction with the National Association of Insurance Commissioners (NAIC), and
manages various special projects and Commissioner-initiatives.

Legal Advice and Litigation — The Special Counsel provides the Commissioner with
independent legal advice on various issues regarding litigation, adjudicatory
proceedings, and other legal matters. In 2015, the Special Counsel acted as “in house
counsel” on several litigation matters, interfacing with Deputy Attorney Generals and
advising the Commissioner and Chief Deputy Commissioner. In 2015, the Special
Counsel also handled approximately 22 adjudicatory matters received from the
department’s Administrative Hearing Bureau (AHB) and the Office of Administrative
Hearings (OAH) in the California Department of General Services, where hearings on
enforcement actions, insurance rate plans, workers’ compensation matters, and other
disputes are conducted.

Rulemaking Proceedings — Oversight of the department’s Rulemaking Projects and
Regulations is vested with the Special Counsel. This process includes regulation
development, project management, research, interaction with the insurance industry and
other stakeholders, and navigating the requirements of the Administrative Procedure Act
(APA) in conjunction with the Office of Administrative Law (OAL). In 2015, the
department managed 24 rulemaking projects, reviewed and evaluated eight potential
rulemaking projects, and filed and received OAL approval on 11 rulemaking projects.
High priority projects include emergency regulations to ensure Provider Network
Adequacy in Healthcare, Universal Life Insurance Policy Valuation, and Life and
Disability Insurance Filing Fees.

National Association of Insurance Commissioners (NAIC) — Coordination and
facilitation of the department’s interaction with the NAIC, and its participation on NAIC
Committees, Task Forces, and Working Groups are handled by the Special Counsel. As
the largest insurance market in the nation, California plays a significant role in helping
shape model laws and regulatory policy. Doing so involves active participation in
National Meetings and conference calls with regulators from other states. In 2015,
California served as Chair, Vice Chair and/or Member on 115 out of the 158 NAIC
technical and policy groups, and monitored approximately 43 others.

Special Initiatives — The Special Counsel manages various special projects and
initiatives for the Commissioner involving policy and law such as climate change, green
insurance, and others. In 2015, The Special Counsel assisted the Commissioner in his
continued efforts to raise awareness of the effects of climate change and subsequent
financial impacts on the insurance industry. The Commissioner has expanded his
activities in this area having participated in the COP21 Sustainable Innovation Forum in
Paris and by serving as a Member of the Principal of Sustainable Insurance Initiative, an
international consortium of political leaders, industry CEOs, and interested parties
committed to raising awareness of the multifaceted effects of climate change. In
cooperation with the California Resources Agency, the department was awarded a
$300,000 research grant to assess the impact of wildfires and the availability and
affordability of insurance in high-risk areas. In 2015, the Special Counsel continued to
assist the Commissioner in his leadership in the effort to survey the impact of climate
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change on insurance companies and their efforts toward adaptation, mitigation, and
resilience. In 2015, California collaborated with Connecticut, Minnesota, New Mexico,
New York, and Washington to survey 1,003 companies representing 77% of the entire
insurance market. California continued to serve as project manager for three interactive
survey websites, which allow regulators, insurers, and members of the public to quickly
analyze the survey results.
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Legislative Office

In 2015, the Legislative Office (LO) staffed 15 bills sponsored by Commissioner Jones and CDI,
of which seven were signed into law. In addition, the LO closely monitored, provided technical
assistance to, took positions on, and/or advocated for or against 251 bills that were sent to
Governor Brown for his consideration, 213 of which the Governor signed into law. The LO also
tracked 396 other bills that were introduced or amended throughout the year but did not
successfully complete the legislative process.

Below are summaries of the seven CDI-Sponsored Bills signed into law in 2015 (In Numerical
Order):

1. AB 387 authored by Assembly Member Kevin McCarty (D-Sacramento) on “Policy
Review Timing Clarification”
This bill reflects an agreement between CDI and stakeholders to improve and expedite the
CDI’s policy approval process to continuously ensure strong consumer protections and timely
marketplace availability of products.

2. AB 553 authored by Assembly Member Tom Daly (D-Anaheim) on “Corporate
Governance & Supervisory Colleges Reforms”
This bill aligns state law with updated standards for the regulation of insurers by
implementing model laws by the National Association of Insurance Commissioners in two
areas: 1) Better understanding and oversight of the corporate governance structure, policies
and practices of insurance companies; and 2) Updating the Insurance Holding Company
System Act to preserve the national system of state-based insurance regulation by clarifying
state insurance department’s role as group-wide supervisors over multi-national insurance
groups to ensure solvency and other important protections.

3. AB 1131 authored by Assembly Member Matt Dababneh (D-Encino) on “Electronic
Transactions”
This bill expands a life insurer’s ability to transact specified insurance-related business
electronically with the prior opt-in consent of the consumer if the insurer complies with
specified provisions of state and federal law and additional procedures and consumer
protection standards.

4. AB 1515 authored by the Assembly Insurance Committee on “CDIl/Insurance Code
Streamlining and Efficiencies”
This bill is CDI's annual omnibus bill to clarify and clean up various California Insurance Code
sections.

5. SB 426 authored by Senator Leyva (D-Chino) on “Senior Annuity Benefit Protection”
This bill provides additional protections for seniors who purchase fixed, deferred annuities by
prohibiting companies from charging a surrender penalty on the death benefit and by
requiring the benefit payment to be at least equal to the annuity value upon death.

6. SB 575 by Senator Liu (D-La Canada Flintridge) on “Long-Term Care Insurance:
Contingent Benefit Upon Lapse Information”
This bill protects consumers, specifically the elderly and their caregivers, by requiring long-
term care (LTC) insurers to provide annual notification of the availability of non-forfeiture
benefits and contingent benefits to the insured and, upon the insured’s designation, at least
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one other person.

7. SB 696 by Senator Roth (D-Riverside) on “Principle Based Reserving”
This bill permits life insurers to use the principle-based reserving (PBR) method of calculating
reserves required to pay future claims for certain insurance products sold to individuals.
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Community Programs and Policy Initiatives Branch

The Community Programs and Policy Initiatives Branch (CPPI) leads and oversees programs
that benefit California’s underserved communities.

CPPI delivers services through the:

e CPPI Deputy Commissioner’s office

e Consumer Education and Outreach Bureau (CEOB)

e California Low Cost Automobile Insurance Program (CLCA)
e Community Organized Investment Network (COIN)

e Insurance Diversity Initiative (IDI)

e Office of the Ombudsman (OMB)

e Special Projects Division (SPD)

e Statistical Analysis Division (SAD)

CONSUMER EDUCATION AND OUTREACH BUREAU

The Consumer Education and Outreach Bureau (CEOB) educates consumers on insurance
issues and the availability of CDI as a resource to Californians. CEOB coordinates and
participates in educational and outreach events, and educates consumers through the
development and distribution of informational guides.

CEOB coordinates hearings, town hall meetings, and special events for the Insurance
Commissioner. The bureau also plays an important role by helping to organize disaster
outreach events immediately following major disasters in the state.

Throughout 2015 CEOB distributed 51,400 insurance related informational guides and
coordinated and/or participated in 235 outreach events throughout the state as follows:
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TABLE A: CEOB OUTREACH EVENTS BY TYPE
Calendar Year 2015

TYPE QTY

California Low Cost Auto / Insurance for AB 60 drivers 23
Department of Motor Vehicles 22
CLCA 59
Auto/Teen driver/etc 46
Employment Development Department 12
General Consumer Outreach 17
Senior 40
Job Fair 1
Health Insurance 8
Emergency Preparedness 7

TOTAL 235

CEOB creates, updates, and publishes insurance consumer informational guides to meet
consumer needs and statutory provisions. The majority of these information guides may be
found on the California Department of Insurance website at www.insurance.ca.gqov.

Life and Annuity Consumer Protection Program

CDl is tasked with educating consumers on all aspects of life insurance and annuity products,
including consumer rights and protections, the purchasing and utilization of life insurance and
annuity products, claims filing, benefit delivery, and dispute resolution for the Life and Annuity
Consumer Protection Program.

In 2015, CEOB updated the “Annuities - What Seniors Need to Know” brochure which is
distributed at consumer outreach events, other states agencies, and to District Attorney’s offices
throughout the State.

The Senior Information Center on CDI’s website provides useful information through alerts and
advisories issued by CDI. The website also includes a senior events calendar, videos, and
insurance guides specific to seniors. The website can be found at: www.insurance.ca.gov/0150-
seniors/.

The website’s health coverage section provides links to programs and resources such as Health
Insurance Counseling and Advocacy Program (HICAP), Medicare Advantage Plan, California
Health Advocates, and Social Security. This website can be found at
www.insurance.ca.gov/0150-seniors/0300healthplans/index.cfm.
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Patient and Provider Protection Act (PPPA)

California Insurance Code Section 10133.661 requires that CDI “provide announcements that
inform health insurance consumers and their health care providers of the department’s toll-free
telephone number that is dedicated to the handling of complaints and of availability of the
internet web page established under this section, and the process to register a complaint with
the department and to submit an inquiry to it.”

Space was secured to advertise CDI’s ability to help health consumers and providers resolve
disputes with insurers in Penny Saver publications.

CALIFORNIA LOW COST AUTOMOBILE INSURANCE PROGRAM

The California Low Cost Automobile Insurance Program (CLCA) was established by the
Legislature in 1999 and exists pursuant to California Insurance Code Section 11629.7. The
program is designed to provide income eligible persons with liability insurance protection at
affordable rates as a way to meet California's financial responsibility laws. Since inception,
110,823 Californians received insurance through the program.

Low cost auto insurance policies in force have increased by 36% since 2011. At the end of
2015, 15,404 active policies were in force. Since January 1, 2015, undocumented immigrants
with AB 60 driver licenses are now eligible for the program.

California Senate Bill 1273 (Lara) was signed into law and became effective January 1, 2015.
This legislation:

¢ Increased the commission paid to producers for each CLCA policy sold from $35 to $50.

e Increased the limits on the value of vehicles insured under the CLCA program from
$20,000 to $25,000.

¢ Eliminated the requirement that drivers insured in the CLCA program be continually
licensed for three years, thus allowing AB 60 license holders to qualify for the program
(while incurring an additional surcharge). AB 60 authorized undocumented immigrants to
obtain drivers licenses effective January 1, 2015.

In 2015, CDI approved proposals submitted by the California Automobile Assigned Risk Plan
(CAARP) that will impact the CLCA program in 2016. The changes include the following:

e Moving the (mylowcostauto.com) website from CAARP to the CDI contractor, to be more
consumer-centric, and meet SB 1273 requirements.

o Allowing credit/debit cards for initial payment and setting up the process for credit/debit
cards to be accepted for installment payments.

e Updating reporting methods to better distinguish between cancellations, new polices, and
re-writes.

The CLCA website (mylowcostauto.com) serves as the primary source of information and
education about the CLCA program for consumers and producers. The CLCA program meets the
success standards established under law for 2015 because:
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e The rates generate sufficient premiums to cover losses and expenses incurred by CLCA
policies issued under each respective county program.

o It benefits underserved communities throughout California. Nearly 87% of the policies
issued in 2015 were to applicants with household income at or below $20,000 per year.

e It reduces the number of uninsured motorists. Approximately 96% of new policies
assigned were to applicants who were uninsured at the time of application.

o CLCA causes motorists to purchase a policy, other than CLCA, which meets the
requirements of California law. At least 703 motorists visited a producer because of the
program’s advertising and left with a higher coverage automobile policy.

The 2016 CLCA Report to the Legislature can be found on the web at:

https://www.insurance.ca.qgov/01-consumers/105-type/95-quides/01-auto/lca/upload/2016-
CLCA-Leqislature-Report.pdf

CALIFORNIA ORGANIZED INVESTMENT NETWORK

The California Organized Investment Network (COIN) guides insurers on making safe and
sound investments that yield environmental benefits in California and/or social benefits for the
State’s underserved communities.

Highlights from 2015 include:

e Sourced three COIN Insurer Investment Bulletins to generate up to $500 million of
investment for affordable housing and small businesses in California.

e Awarded $14.21 million in CDFI Tax Credits for $71.05 million in private investments into
COIN Certified Community Development Financial Institutions (CDFIs).

o Generated six potential deals and established valuable partnerships between insurers,
CDFIs, and investment funds at COIN’s 2" Annual Investment Summit.

¢ Developed innovative investment impact metrics for the insurance industry that combine
financial analysis of returns on a risk-adjusted basis and the measurement of
environmental and social benefits.

COIN Insurer Investment Bulletin Program

COIN sources and structures investment opportunities for insurers that are safe, sound and
solvent, offer an acceptable financial return, and benefit California’s environment, low to
moderate-income (LMI) individuals and communities, and rural communities through its Insurer
Investment Bulletin Program. These investment bulletins help inform insurance companies
about COIN qualified investment opportunities in California.

In 2015, COIN reviewed 27 investment opportunities, of which three were certified: Avanath
Affordable Housing Il, LLC, Wells Fargo Government Guaranteed Mortgage Program
(WFGGMP), and GCM Grosvenor CA Impact SBIC Fund.
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Avanath Affordable Housing II, LLC:
Avanath acquires affordable apartment properties with the goals of enhancing the physical
assets and maintaining long-term affordability.

The Fund raised $200 million including investments from three insurers:
e TIAA-CREF: $20 million
e Prudential: $15 million
e Assurant: $5 million

The social services provided by Avanath’s properties include:

Adult education classes on topics such as health and financial management
After school and summer programs for youth

Computer training

Nutrition education

Job readiness and career development workshops

Transportation for senior residents

Cultural programs for senior residents, such as art classes

Wells Fargo Government Guaranteed Mortgage Program (WEGGMP):

WFGGMP assembles custom pools of low- to moderate- income mortgage backed securities
from the top 10 U.S. lenders. The Fund deepens the pool of home financing available to LMI
residents of California, lowers the borrowing costs, and increases the liquidity of California
mortgages. In addition, the Fund widens the option of home ownership for those with limited
financial means and has ancillary benefits in these communities including greater engagement
in the community, civic pride, and increased stability.

GCM Grosvenor CA Impact SBIC Fund:
GCM Grosvenor invests in companies with a California nexus that provide a positive social,
environmental and/or economic impact.

The Fund raised $225 million including a $10 million investment from Pacific Life through Impact
Community Capital.

Social benefits of the Fund will include improving the socioeconomic standing of individuals or
providing them opportunities to do so, adding desirable jobs, and providing education. Capital
will predominately be directed to underserved markets, communities, and underrepresented
groups.

COIN CDFI Tax Credit Program

The COIN CDFI Tax Credit Program attracts and leverages private capital to fund investments
that benefit California’s environment, and/or its low-income, reservation-based and rural areas.
Established in 1997, the CDFI Tax Credit Program is administered by COIN for the purpose of
increasing the amount of private capital available to CDFIs for community development. COIN
allocates a state tax credit of 20% on qualified investments of $50,000 or more. Every $1 of tax
credit yields $5 of private investment, with the total tax credit annual allocation of $10 million
generating up to $50 million of private investment in COIN-Certified CDFIs. COIN CDFI Tax
Credit investments have a minimum term of 60 months, with the tax credit allocated in year one
of the five-year investment period. Unused tax credits may be carried forward.
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During 2015, COIN awarded $14.21 million in CDFI Tax Credits for 67 investments into 26
CDFls to leverage $71.05 million in private investments. Of this total, three insurance
companies invested a total of $22.3 million. Since the inception of the COIN CDFI Tax Credit
program in 1997, $57 million COIN CDFI tax credits have been award to leverage $285 million
in private investments.

The 2015 CDFI Tax Credit investments are expected to create approximately 1,212 jobs with a
total economic impact of $163.5 million during the five year investment period from 2015 to
2019. These investments fund affordable housing, health clinics, community facilities,
education, small businesses, and water treatment and efficiency services across California.

COIN CDFI TAX CREDIT PROGRAM BENEFITS
Calendar Year 2015

2015 COIN CDFI Tax Credit Program Benefits

Use of Funds COIN&E}’SS:mem COIN Jobs

Affordable Housing $ 105,644,419.82 773.21
Clinics $ 3,366,900.00 26.44
Community Facilities $ 16,598,875.00 121.49
Education $ 15,545,750.00 163.36
Small Business $ 17,137,527.00 105.66
Water Treatment and Efficiency $ 5,250,000.00 22.05

Total $ 163,543,471.82 1212.21
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COIN CDFI TAX CREDIT INVESTMENTS
Calendar Year 2015

# ‘ CDFI Total Tax Credit Total Investment
3Core $ 220,000 $ 1,100,000
ACCION $ 50,000 $ 250,000
Bankers Small Business CDC $ 60,000 $ 300,000
Century Housing Corp $ 1,400,000 $ 7,000,000
Clearinghouse CDFI $ 700,000 $ 3,500,000
Enterprise Community Investment $ 2,443,601.86 $ 12,218,009.31
Enterprise Community Loan Fund $ 2,100,000 $ 10,500,000
Fresno CDFI $ 200,000 $ 1,000,000
Genesis LA $ 750,000 $ 3,750,000
10 | Housing Trust Santa Barbara $ 100,000 $ 500,000
11 | Housing Trust Silicon Valley $ 400,000 $ 2,000,000
12 | Local Initiatives Support Corp $ 660,000 $ 3,300,000
13 | Low Income Investment Fund $ 1,200,000 $ 6,000,000
14 | Nehemiah $ 600,000 $ 3,000,000

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

$ $

O |0 (N[O | [WIN |-

15 | NeighborWorks Orange County 100,000 500,000
16 | NeighborWorks Sacramento 300,000 1,500,000
17 | NHS Neighborhood Lending Services 100,000 500,000
18 | Opportunity Fund Northern California 100,000 500,000
19 | Pacific Coast Regional SBDC 600,000 3,000,000
20 | Raza Development Fund 1,000,000 5,000,000
21 | Rural Community Assistance Corp 300,000 1,500,000
22 | San Luis Obispo County Housing Trust Fund 350,000 1,750,000
23 | Self Help Federal Credit Union 171,000 855,000
24 | Valley Economic Development Center 15,000 75,000
25 | Ventura County CDC 200,000 1,000,000
26 | Women's Economic Ventures 90,000 450,000

14,209,601.86 71,048,009.31

Total

Second Annual COIN Investment Summit

The Second Annual COIN Investment Summit was held on July 16, 2015 at the Holiday Inn in
Sacramento. This event brought together insurers, CDFIs, community organizations, asset
managers, government officials, trade associations, and other stakeholders to engage in
productive and insightful dialogue to garner feedback and suggestions on COIN's programs.
Commissioner Dave Jones emphasized the importance of increasing insurance company
investments in California communities, particularly in low income communities where insurer
investments through the Department of Insurance's COIN program can help create more jobs,
affordable housing, community centers, schools, health clinics, and otherwise help to revitalize
neighborhoods and communities. More than 150 individuals including insurer investment
executives, CDFI executive management, social investment funds, asset managers, rating
agencies, and government officials attended the summit.
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Impact Metrics

In 2015, COIN began the process of improving its impact measurement process by creating
comprehensive and granular impact metrics that more accurately quantify the social and
environmental benefits provided by COIN investments. The new impact metrics were designed
on an online platform to facilitate ease of responding and capture data for services provided
including affordable housing, business financing, commercial properties, community facilities,
consumer financial services, educational facilities, healthy food financing, mixed-use
developments, recycling facilities, renewable energy projects, and water access/conservation
projects.

Community Investment Survey (CIS) Data Call

COIN conducts the CIS Data Call to bring transparency to the amount of capital that insurers
hold in California community development and green investments. Insurers that write $100
million or more in California premiums must submit investment data through the CIS 2016 Data
Call, which will cover 2013, 2014 and 2015. In 2015, COIN collected acknowledgement forms
from the 228 insurers subject to the data call.

In response to insurer requests to provide guidance on investments that qualify through the CIS
data call, COIN revised the CIS 2016 Statistical Plan. The updated Statistical Plan included
definitions and examples of qualified investments as well as a restructured outline to help
insurers locate information faster.

COIN will publish a key findings report on insurer community development and green
investments made in 2015 later in 2016.

INSURANCE DIVERSITY INITIATIVE

The Insurance Diversity Initiative (IDI) was established to focus on diversity issues within
California's $259 billion insurance industry. Specifically, these efforts, both by department staff
and the Commissioner-appointed Insurance Diversity Task Force, are meant to encourage
increased procurement from diverse suppliers and diversity of insurer governing boards. The
department accomplishes these goals by conducting surveys to collect and make public
information about the diversity efforts of insurers, as well as through outreach, partnerships, and
department-hosted events.

The Insurance Diversity Task Force is a Commissioner-appointed 15 member advisory group
comprised of diversity advocates, community leaders, and insurer representatives. Stakeholders
include: community advocates, chambers of commerce, diverse businesses, certification
agencies, insurers, trade associations, researchers, and interested individuals from the banking,
energy, and legal industries.

In 2015, the Insurance Diversity Task Force and staff accomplished the following:

e Issued the 2015 Insurer Supplier Diversity (ISD) Survey, which required all insurance
companies with written premiums of $100 million or more in California to report their
procurement efforts with diverse businesses in California. For the first time ever,

California Department of Insurance Page 141
2015 Annual Report



Community Programs and Policy Initiatives Branch

information about insurer procurement practices is being collected and made available to
the public. This was the second survey administered under the mandate of Assembly Bill
53.
o Collected, compiled, and publicly posted reports from 227 insurance companies
that responded to the survey.
o Assembled multiple resource documents from the aggregate data to ensure
maximum use and dissemination of information collected.
o Increased diverse spend by 63% since 2012 ($586.8 million) as a result of the
efforts of this transparency Initiative

e Organized the 4" Annual Insurance Diversity Summit in November 2015 with over 200
stakeholders in attendance. The Summit included two sessions of business
matchmaking, business-to-business networking, an insurer-only work session, and a
governing board roundtable. Participation in the business matchmaking sessions yielded
contracts for multiple diverse businesses in California.

OFFICE OF THE OMBUDSMAN

The Ombudsman's primary function is to ensure the department provides the highest level of
customer service to our consumers, insurers, agents, brokers, and public officials. The
Ombudsman is responsible for ensuring that complaints about department staff or actions
receive full and impartial review. The Ombudsman also serves as the primary contact for
constituent cases referred by legislative offices.

During 2015, Ombudsman staff responded to 809 consumer requests for assistance and 384
legislative inquiries, while facilitating and closing 1,236 general requests from other divisions
within the department or other state agencies.

SPECIAL PROJECTS DIVISION

The Special Projects Division (SPD) administers several ongoing programs and processes
related to Commissioner initiatives as well as performs targeted research, analysis,
implementation, and coordination of various projects assigned by the CPPI Deputy
Commissioner.

SPD also administers the process and facilitates the Commissioner’s appointments of members
to serve on seven boards and committees. SPD processed 15 new appointments and 18
reappointments.

In accordance with a strategic planning goal to increase the diversity of Commissioner’s
appointees, special focus resulted in an increase in the number of diverse (women and
minorities) appointees to boards and committees by 13% from the prior year, a total increase of
28% since 2012 (exceeded 15% three-year strategic planning goal).
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STATISTICAL ANALYSIS DIVISION

The Statistical Analysis Division (SAD) is responsible for responding to all data collections and
reporting requirements set forth in the California Insurance Code and the California Code of
Regulations. The data analysis and reports developed by SAD help the Insurance
Commissioner, the Legislature, and consumer stakeholders to support a healthy insurance
marketplace and provide California’s consumers with information to help them make important
insurance decisions.

SAD maintains databases on a variety of insurance lines. On an annual basis, SAD conducts in-
depth analysis on a multitude of data elements submitted by the insurance industry and other
sources. SAD evaluates, compares, and interprets massive raw data and statistics in order to
maintain annual and semi-annual reports based on that data. In addition, SAD analyzes and
develops legislation related to the collection of data by the department.

SAD has provided data and related research assistance to virtually every unit CDI. This includes
support to the Actuarial Division, COIN, Consumer Services, Financial Analysis Division,
Enforcement Branch-Fraud Division, Legal Division, Licensing Division, the Press Office, and
the Rate Regulation Branch. In addition to CDI internal units, SAD’s data and reports are used
by the public, consumer groups, industry, the media, university students and professors, as well
as federal and state lawmakers.
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TABLE C: SAD ANALYSIS WORKLOAD
Calendar Year 2015

CALIFORNIA CALIFORNIA
# ITEM INSURANCE CODE CODE OF
SECTION REGULATIONS
1 Private Passenger Automobile Liability and 11628(a)
Physical Damage Experience by ZIP Code
Community Service Statement, reporting Title 10, Chapter 5,
2 | exposures and service offices in “underserved” Section 2646.6
communities
3 Community Development Investment Policy 926.3(b)
Statements
4 | Insurer Supplier Diversity 927(b)
Personal Property Coverage and Limits 16014(b)
6 Annual Private Passenger Automobile and 12959(a)
Homeowners Premium Comparison surveys
7 | Annual Consumer Complaint Ratio Study 12921.1
Workers Compensation Claims Adjusters, Medical- 1176l T|tle_10, Chapter 5,
8 Only Claims Adjusters and Medical Bill Reviewers Sections 2592 —
2592.08
Annual Long-Term Care Insurance Consumer Rate | 10234.6 and 10233.5
9 and History Guide including the outlines of (AB 999 - LTC
coverage and policy summary information from the | Outlines of
companies Coverage)
10 Medicare Supplement Insurance Consumer Rate 10192.20(d)
Guide
10127.19, 10508.6,
10508.7, 10144.5 (a),
11 | Health and Disability Insurance covered lives 1872.85, 10123.198,
10123.199, and
10752.46
12 Fraud Disability and Health Assessment Table and | 1872.85
Report Development
California Healthcare Benefits Fund Assessment 2218.62 (SB 1704)
13
Table and Report Development
14 Long-Term Care Insurance Agents semi-annual 10234.93(a)(3)

reporting
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TABLE C: SAD ANALYSIS WORKLOAD (Continued)
Calendar Year 2015

CALIFORNIA CALIFORNIA
# ITEM INSURANCE CODE CODE OF
SECTION REGULATIONS

Developed a list of insurance companies currently | 10133.661

15 offering health insurance coverage

Special Purpose Fraud Assessment - Develop a 1872.86
16 | database and tracking system to Support Collection
of Fraud Assessments

17 Bureau of Fraudulent Claims Table and Report 1874.8
Development
. 10133.8 and 2538.1 — 2538.8
18 | Language Assistance Program 10133.9

Title 10, Chapter 5
Section 2509.43 et.
Seq

Workers Compensation Policyholder Appeals

19 contact information

Health Insurance Covered Lives Report in 10127.19.
20 | collaboration with the Department of Managed
Healthcare (DMHC)

Health Insurance Dispute Resolution information 10123.137
21 | collecting experience data on a company's "Health
Dispute Resolution Mechanism"

22 | Seismic Safety Assessment 12975.9

10232.3(h),
10234.86,
23 | Long-Term Care Experience 10234.95(i),
10235.9, and
10508.6(b)

SPECIAL PROJECTS REQUESTED BY EXECUTIVE STAFF/COMMISSIONER

In addition to annual data calls, SAD also conducts research and data collection for special
projects. These special projects are a result of hot topic policy issues that the CDI Executive Staff
faces throughout the year. For 2015, special projects included:

e Wildfire Survey — in collaboration with Consumer Services Division and Rate Regulation
Bureau, Statistical Analysis Division (SAD) conducted a data call to determine the state of the
homeowners’ insurance market regarding availability in wildfire prone areas. The results of this
survey were presented to a Senate Insurance Committee hearing in March 2016.

RESEARCH CONSULTATION/DATABASE DEVELOPMENT

At various times throughout the year, SAD provides technical assistance in developing databases
or assistance in conducting analysis of data for CDI internal branches as well as other state or
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insurance related agencies. The following is a list of the SAD’s research consultation/database
development activities during 2015:

Arizona Department of Insurance Data Request —Arizona Department of Insurance
requested assessment data pertaining to California Health Care Benefits Fund for fiscal
year 2015-2016. This information was used for the development of reports pertaining to
the Arizona retaliation calculation.

California Healthcare Foundation — Provided covered lives data on individual & group
health, Administrative Service Only (ASO) and Medicare supplement plans to support trend
reports developed by the foundation.

Provided Individual & Group Health Plan Information to Legal Division — In support of
the department’s regulation of grandfathered and non-grandfathered health plans related to
Assembly Bill 1083, SAD provided health plan information to the Legal Division to identify
all medical plan forms that were subject to AB 1083 and related laws.

Consultant for Rate Regulation Branch (RRB): Long Term Care Rate Increase
History — Starting in 2012, SAD has provided the Long-Term Care Rate Increase
History data tables to an RRB Consultant. SAD has agreed to provide this service on an
annual basis on behalf of RRB and the department.

Medicare Supplement Rates Database for Rate Regulation Branch (RRB)/Health
Actuary Unit — Starting in 2010, SAD has provided and updated the Medicare
Supplement Rates Database (i.e. tables) for the Health Actuary Unit. The Health Actuary
Unit analyzes the updated Medicare supplement rates reported by the companies and
provides valuable feedback to SAD and other CDI units. SAD has agreed to maintain
and update this Medicare supplement database for RRB on an annual basis.

California Earthquake Authority (CEA) — Provided residential property amounts of
insurance for CEA and non-CEA insurers summarized by ZIP code and indicating the
number of policies that have earthquake coverage.

National Association of Insurance Commissioners (NAIC) Annual Reports —
Provided Private Passenger Automobile and Personal Property information to the NAIC
for their annual reports.

Commission on Health and Safety and Workers’ Compensation (CHSWC) Annual
Request — Provided workers’ compensation related data to the CHSWC for their annual
reporting on the health, safety, and workers’ compensation systems in California.

Private Passenger Auto Rating Band Manual — Provided Rate Regulation actuary and
staff private passenger auto liability and physical damage loss experience data for the
development and update of the auto rating bands.

REQUEST FOR DATA / CONSUMER INQUIRIES RECEIVED

During calendar year 2015, SAD was requested to provide data and handle inquiries received by
the CDI's Consumer Hotline and through the Public Records Act. SAD fielded requests for data
from a wide spectrum of the public, including individual consumers, state and federal agencies,
university students and professors, the insurance industry and from “consultants” that use the data
to help consumers and/or insurance companies.
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The Communications and Press Relations Branch

The Communications and Press Relations Branch (CPRB) coordinates communication within
the department and disseminates the department’s key messages to consumers, the insurance
industry, media, CDI staff, and other stakeholders. The effective delivery of this information,
through a variety of tools ensures that all department efforts contribute to the CDI Mission, “to
ensure vibrant markets where insurers keep their promises and the health and economic
security of individuals, families and businesses is protected.”

The function of CPRB is to keep the public informed about significant insurance issues. To
accomplish this goal, the Bureau studies trends, conducts research, and identifies relevant
issues that could potentially impact the department. CPRB fosters relationships with important
stakeholders, including: consumers, media, the insurance industry, state legislators, advocates,
the Governor’s Office, and CDI staff.

CPRB collaborates with the Community Programs, Consumer Services, and Market Conduct
Branches in formulating and executing outreach campaigns about the department’s consumer
programs and services. CPRB staff works closely with internal stakeholders to advance the
department’s goals and objectives, including the Enforcement, Rate Regulation, Licensing, and
Legal Branches. CPRB plays an integral role by serving as an effective liaison with the media
(television, newspapers, radio, online publications, and bloggers) via press releases, phone
calls, emails, social media outreach, and media events. During 2015, major initiatives included:

Consumer Protection and Education:

e Communicated and coordinated with numerous reporters and hundreds of outlets
throughout the state to promote the Consumer Services Branch and Consumer Hotline.
Major media outlets and wire services including, CNN, World News Tonight, ABC, NBC,
CBS and Fox national and local news affiliates, Sacramento Bee, Los Angeles Times,
USA Today, the New York Times, Wall Street Journal, and Bloomberg Wire among
many others, including insurance trade media.

e Supported outreach regarding pending legislation, including: media coverage,
developing fact sheets, consumer stories, press conferences, and graphic design and
promotion.

o CPRB also supported other CDI branches by providing graphic design and writing
services, as well as marketing and other outreach to assist each branch with messaging
and consumer education and protection.

e Produced 121 news releases, an average of 2.33 each week covering a range of topics
including consumer protection and information, natural disaster preparedness,
enforcement, health insurance, and the development of new insurance products to meet
the demands of emerging technologies such as Transportation Network Companies
(TNCs).

¢ Planned and executed more than 20 news conferences and media avails to inform the
public about important issues and organizational accomplishments and to promote key
consumer protection initiatives.

e Coordinated with the Enforcement Branch and Consumer Education and Outreach to
educate homeowners after natural disasters by working closely with major media outlets.

California Department of Insurance Page 147
2015 Annual Report



Administration and Licensing Services Branch

Enforcement efforts:

CPRB collaborated with the Enforcement Branch to promote significant enforcement
operations.

Coordinated media at enforcement command centers, enabling real-time news
dissemination.

Independently developed real-time newsworthy media material immediately following
major operations.

Coordinated with the Enforcement Branch to dramatically increase CDI’s social media
presence on multiple platforms, notably reaching over one million views on our Flickr
page and established daily social media followers including trend bloggers, mass media,
insurance trade media, trade associations and insurers.

Coordinated multi-agency media outreach during a statewide Underground Economy
enforcement program and for the first time ever allowed major media outlets to
accompany the Enforcement team in Los Angeles.

California Wildfire Public Information Campaign:

CPRB led a multi-pronged outreach campaign to motivate California residents to prepare
for wildfire season and to educate them about post-disaster recovery by combining
efforts with Cal Fire, the insurance industry, community and government assistance
services, and retailers. CPRB leveraged opportunities to positively impact consumer
behavior.

CPRB produced news conferences, and along with the Commissioner, visited the
devastated burn areas that occurred during the dramatic 2015 wildfire season. CPRB
also disseminated multiple news releases and used social media to educate and
promote post-disaster recovery options, specifically in response to the Butte and Valley
fires.

CPRB created multiple feature interviews with major media outlets throughout the state
providing important information on wildfire preparedness and prevention issues such as
home inventory, emergency kits, insurance review, as well as the department’s post-
disaster assistance.

California Earthquake Preparedness Public Information Campaign:

Coordinated a multi-agency outreach campaign to educate California residents about
available resources including mitigation, supplies for disaster/emergency kits, practice
drills, creating a home inventory, retrofitting, and earthquake insurance.

CPRB joined allied agencies, ShakeOut, Association of California Insurance Companies,
Insurance Information Institute, and California Earthquake Authority, to produce joint
news materials and conferences and to promote the Earthquake Brace + Bolt program.
CPRB also wrote multiple news releases and used social media to educate and prepare
consumers.

Sharing Economy:

CPRB coordinated multiple press conferences, feature interviews, press releases and
speeches by the Insurance Commissioner about the sharing economy including TNC
coverages and Air BNB considerations. The purpose of these efforts was to promote
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consumer protection for ride-hailing drivers, hosts, and consumers, as well as to educate
Californians about insurance concerns and considerations in the sharing economy.
Further, CPRB’s efforts helped inform ride-hailing drivers about their coverage options
and developing insurance laws and requirements in the sharing economy. CPRB also
used social media to educate TNC ride-hailing drivers and consumers about the
department’s efforts to expand insurance options and enforce new TNC laws.

Continued Affordable Care Act rollout support:

o CPRB produced multiple news materials, press releases, and speeches by the
Insurance Commissioner about the Affordable Care Act. The purpose of these efforts
was to encourage consumer enroliment, promote consumer protection and to ensure
proper conduct by navigators and enroliment counselors.

o CPRB also arranged multiple feature interviews and provided ACA background and
health insurance information to major media outlets throughout the state.
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Administration and Licensing Services Branch

The Administration and Licensing Services Branch (ALSB) provides administrative support
services to CDI including budgets, accounting, business services, human resources, and
information technology, as well as provides licensing services to insurance agents, brokers,
adjusters, and bail agents. The Branch consists of the following divisions:

Financial Management Division
Human Resources Management Division
Information Technology Division

Licensing Services Division

FINANCIAL MANAGEMENT DIVISION

The Financial Management Division (FMD) consists of the following bureaus:

The Accounting Services Bureau (ASB) provides a full range of accounting functions
including payables, receivables, revolving fund, cashiering, general ledger, security
deposits, and gross premium and surplus line tax collection. ASB maintains centralized
records of CDI’s appropriations, financial activities, and cash flow to ensure effective
management of CDI’s financial affairs and to provide accurate financial reports to state
control agencies.

The Budget and Revenue Management Bureau (BRMB) consists of the Budget Office
and the Administrative Systems Unit (ASU). The Budget Office develops CDI's annual
budget including the preparation and submission of all Supplementary Schedules
required by the Department of Finance; develops annual budget allocations for all
programs; develops various hourly rates for cost recovery; and monitors expenditures
and revenue collection. ASU oversees and maintains CDI’s activity reporting system for
cost accounting purposes; generates monthly expenditure and time/activity reports;
provides training and technical assistance to all CDI employees; provides technical
support to users of various fiscal systems including CALSTARS; establishes new
program cost accounts as appropriate; updates the cost allocation plan; and develops
specialized financial-related management reports.

The Business Management Bureau (BMB) provides CDI administrative and
management services in the areas of contracts, purchasing, facilities, records, forms,
physical assets, fleet management, mail, and supply services. BMB also provides
services such as photo identification, security, transportation management, and disaster
planning.

FMD Key Accomplishments in 2015:

Payee Data Record (STD-204) E-storage and Information Sharing Project — To
further streamline the vendor payment process and provide better customer service to
our vendors, ASB’s General Ledger Unit cleaned up thousands of Payee Data Records
— mandated forms completed by vendors when they do business with state agencies.
The records were converted into digital images, sorted, and stored in a centralized
shared drive that both ASB and non-ASB users can access. This project eliminates the
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duplication of records among users, saves effort in maintaining records manually, and allows for
more responsive and quicker document retrieval. It significantly improves the effectiveness and
efficiency of Payee Data Record management and supports CDI’s automation efforts.

e Licensing Fee Recovery Enhancement Project — ASB’s General Ledger Unit
successfully enhanced the “returned check” recovery process. The enhanced process
improves department communication with licensees and gives the department greater
flexibility in sanctioning licensees who fail to pay their obligation. With the joint effort of
Licensing Services Division’s Producer Licensing Bureau, the ASB team strengthened
the language in the collection letter to hold the licensees more accountable, thus
effectively paving the way for subsequent administrative actions to recover unpaid
license fees.

e Sustained High Performance in Procurement Activities with Small/Micro and
Disabled Veteran Businesses — CDI is committed to supporting the State’s Small/Micro
Business (SB/MB) and Disabled Veteran Business Enterprise (DVBE) programs, as
reflected in CDI's participation rates. In the last six years, the department has
consistently exceeded the statewide participation rate goals of 25 % for SB/MB and
three percent for DVBE.

Major Programs:

Tax Collection Program — FMD’s functions include ensuring the timely processing of premium

tax returns filed by insurers and surplus line brokers and the timely collection and reporting of all
appropriate taxes. The timeframes for remitting tax payments to CDI are monthly, quarterly, or

annually depending on the tax liability of each insurer/surplus line broker.

For calendar year 2014, ASB processed 3,046 tax returns. Additionally, CDI collected
approximately $2.4 billion in tax revenue for fiscal year 2014-15 to support the state’s General
Fund.
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TABLE A: ASB PROCESSED TAX RETURNS
Calendar Year 2014

NUMBER OF
INSURANCE TYPE ANNUAL TAX TAX RATE LAW REFERENCE
RETURNS
Surplus Line 1,517 3% CIC Section 1775.5
Property & Casualty 907 2.35% CRTC Section 12202
Ocean Marine 5901 5% CRTC Section 12101
Life 416 2.35% or 0.5% CRTC Section 12202
Title 18 2.35% CRTC Section 12202
Home 13 2.35% CRTC Section 12202
TOTAL 3,046

CIC = Callifornia Insurance Code
CRTC = California Revenue and Taxation Code

TABLE B: FIVE-YEAR SUMMARY OF PREMIUM (INCLUDING SURPLUS LINE) TAXES
COLLECTED BY THE DEPARTMENT FOR THE STATE’S GENERAL FUND

FISCAL YEAR TAXES COLLECTED
2010-11 $2,307,752,000
2011-12 $2,411,792,000
2012-13 $2,422,934,000
2013-14 $2,590,271,000
2014-15 $2,446,704,000
California Department of Insurance ~~~~~ Pagel53
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CDI Budget and Programs — CDI’s budget includes the following programs:

¢ Regulation of Insurance Companies and Insurance Producers (Program 0520) —
The objectives of this program are to: prevent losses to policyholders, beneficiaries, or
the public due to the insolvency of insurers; prevent unlawful or unfair practices by
insurers as defined by the Insurance Code; ensure that property and casualty insurance
rates are not excessive, inadequate, unfairly discriminatory, or otherwise in violation of
the Insurance Code; review health insurance rates filed with the department to
determine whether they are reasonable and attempt to get unreasonable rates lowered
by insurers; and ensure that applicants for insurance licenses, and holders of insurance
licenses, satisfy and maintain the qualifications for licensure. Through the Conservation
and Liquidation Office, the department administers the estates of insolvent and
delinquent insurance companies.

e Consumer Protection (Program 0525) — The objectives of this program are to: provide
direct service to California consumers by protecting insurance policyholders and other
parties involved in insurance transactions against unfair or illegal practices with respect
to claims handling, rating, or underwriting by insurers; and protect applicants and
policyholders from discriminatory, unlawful, or fraudulent practices or incompetence
relating to the sale of insurance.

e Fraud Control (Program 0530) — The objective of this program is to protect the public
from economic loss by actively investigating, arresting, and referring for prosecution or
adjudication those who commit insurance fraud and other violations of the law. The
program is staffed by sworn peace officers who conduct criminal investigations of
insurance fraud and related criminal cases.

e General Fund Tax Collection and Compliance (Program 0535) — This program
performs tax collection; ensures compliance from insurance companies and surplus line
brokers with the laws contained in the Insurance Code and Revenue and Taxation Code;
and assists the Board of Equalization and the State Controller's Office with various
refund, assessment, and accounting matters relative to the premium tax program. Tax
collections from this program are deposited in the state’s General Fund.

e Administration (Program 9900) — This program provides administrative support
services to the department including budgets, accounting, human resources, business
services, and information technology as well as legislative and legal services.

Expenditures — CDI’s total expenditures for FY 2014-15 were $244.5 million.
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CHART A: TOTAL EXPENDITURES BY PROGRAM
Fiscal Year 2014-15

TOTAL: $244,450,000

Fraud Control
(Local Assistance)

Fraud Control $59,814,000; 24.47%

$47,456,000; 19.41%

Consumer Protection
(Local Assistance)

$750,000; 0.31% General Fund

Tax
Collection
& Compliance
$1,602,000; 0.66%

Regulation of Insurance
Companies & Insurance
Producers
(Federal Funds)
$1,810,000; 0.74%

Regulation of Insurance
Companies & Insurance
Producers
$79,719,000; 32.61%

Consumer Protection
$53,299,000; 21.80%

Note: Includes FY 2014-15 Distributed Administration expenditures of $31,616,000.
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CDI’s expenditures are in the following categories:

e Personal Services — Payments made for services performed by CDI employees to
support operations. This includes salaries, wages, and staff benefits.

e Operating Expenses and Equipment — Costs of goods and services (other than
personal services previously defined) incurred by CDI to support its operations.

o Local Assistance — Funds provided to local entities (e.g., District Attorneys) in support
of CDI's programs.

TABLE C: EXPENDITURES BY CATEGORY

CATEGORY EXPENDITURES
Personal Services $130,834,000
Operating Expenses and Equipment $53,052,000
Local Assistance $60,564,000
TOTAL $244,450,000

Revenues - In FY 2014-15, CDI generated $243 million in revenue from fees, licenses, and
various assessments paid by insurers, insurance producers, and other licensees. Insurance
Fund revenue generally is received from insurance companies and insurance producers that
CDI regulates. Both insurers and producers pay license, filing, and other fees. Insurance
companies pay special assessments for Proposition 103, Fraud, Consumer Services Auto, and
Life and Annuity. Insurance companies also pay for the department’s periodic examinations to
determine the financial stability of companies and to evaluate insurance practices and market
conduct.
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TABLE D: REVENUES BY TYPE
Fiscal Year 2014-15

TYPES OF REVENUE AMOUNT % OF TOTAL

Fraud: $ 105, 304,000 43.34%
Workers’ Compensation ($52,502,000) (49.86%)

Auto ($1.50) ($40,885,000) (38.83%)
Disability and Healthcare ($7,290,000) (6.92%)
General ($4,627,000) (4.39%)

Fees and License $74,242,000 30.55%
Proposition 103 $29,208,000 12.02%
Examination Fees $23,377,000 9.62%
Consumer Services Auto ($0.26) $8,283,000 3.41%
Seismic Safety $1,476,000 0.61%
Life and Annuity $1,105,000 0.45%
TOTAL $ 242,995,000 100.0%

e Fraud - This revenue is derived from the following assessments:

o Fraud Workers’ Compensation — Annual assessment determined by the Fraud
Assessment Commission used to fund workers' compensation fraud investigation
and prosecution.

o Fraud Auto ($1.50) — Annual assessment for each vehicle insured. $1.00 funds the
investigation and prosecution of automobile insurance fraud and $0.50 funds the
organized automobile Fraud Activity Interdiction Program (self-assessed quarterly).

o Fraud Disability and Healthcare — Annual assessment not to exceed $0.20 for each
insured person to fund investigation and prosecution of fraudulent disability
insurance claims.

o Fraud General — Annual assessment up to $5,100 for each insurer doing business in
the state to support fraud activities.
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Fees and License — This revenue is derived from the following fees:

o License Fees and Penalties — Fees to cover the cost of issuing and making changes
to licenses (paid by companies and individual licensees) to support the department’s
general operations.

o General Fees — Fees to cover the costs associated with processing and maintaining
Action Notices, Policy Approvals, Insurer Certifications, Annual Statements, and
Workers’ Compensation Rate Filings.

Proposition 103 — Annual assessment to recover costs of administering Proposition 103
including participating in rate hearings and conducting inquiries into consumer
complaints.

Examination Fees — Hourly rate developed annually to recover the cost of performing
insurance practice exams, financial analysis reviews, field exams, and actuarial reviews.

Consumer Services Auto ($0.26) — Annual assessment for each vehicle insured to
fund the consumer services functions related to regulating automobile insurers. Part of
the fee (i.e., up to $0.05) is specifically used to support the California Low Cost Auto
Program (self-assessed quarterly).

Seismic Safety — Annual assessment of $0.15 per earned property exposure to fund the
Seismic Safety Commission (pass through from CDI to the Commission).

Life and Annuity — Annual fee of $1.00 for each individual life insurance and individual
annuity product issued (self-assessed bi-annually).

HUMAN RESOURCES MANAGEMENT DIVISION

The Human Resources Management Division (HRMD) provides essential human resources
services to CDI's employees through the following functional units:

The Classification and Pay Unit (C&P) administers CDI’s classification and pay
program. Analysts provide advice and assistance on varied personnel management
problems; analyze and classify positions; gather and evaluate pay data; and conduct
classification and pay surveys.

The Selections and Recruitment Unit is responsible for CDI’s selections process.
Analysts administer civil service exams, conduct job analyses, establish certification and
eligibility lists, oversee recruitment efforts, and function as liaisons between the
California Department of Human Resources (CalHR) and CDI’s programs in the
development of online exams.

The Departmental Training / Health and Safety Unit provides technical expertise,
training, and guidance to employees, supervisors, and managers in administrative
personnel matters relating to a variety of health and safety issues. Analysts perform
ergonomic evaluations for CDI employees and act as coordinators for the Family and
Medical Leave Act (FMLA); Americans with Disabilities Act; Reasonable Accommodation
Policy; Return-to-Work; Injury, lliness, and Prevention Policy; Workplace Violence
Prevention Policy; Drug-Free Workplace Policy; Workers’ Compensation Program; and
Wellness Program. The Training Officer/Analysts develop, deliver, and coordinate in-
house instructor-led training and intranet-based training videos for employees, facilitate
CDI’s annual award and recognition programs, and administer the Biennial Language
Survey.
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e The Personnel Transactions Unit (PTU) provides a full range of personnel and
disability transactions as well as technical resources to the department. Personnel
Specialists prepare appointment, separation, and other personnel/payroll transaction
documents to establish and update employment histories for CDI employees; ensure
accurate and timely payment of regular and miscellaneous pay; ensure accurate and
timely completion of benefit forms; certify time and attendance to confirm accuracy of
leave balances; and process State Disability Insurance, Non-Industrial Disability
Insurance, catastrophic leave, paid family leave, FMLA requests, and workers’
compensation claims pertaining to pay and leave credit restoration.

e The Technical Resources Unit (TRU) offers technical expertise, guidance, and support
to employees, supervisors, and managers. TRU provides statistical information on
topics such as position control / allocation and department vacancy rates /
trends. Analysts facilitate compliance with Fair Political Practices Commission Form 700
requirements and disseminate HRMD policies, procedures, and forms. TRU carries out
special projects to streamline HRMD operations and enhance distribution of material to
the department including developing manuals, guidelines, memorandums,
announcements, bulletins, and other forms of written communication and job aids.

e The cdiHR Coordination Unit is responsible for the administration and continuous
improvement of the cdiHR system. The cdiHR system functionality includes, but is not
limited to, attendance reporting, leave accrual and usage, and position control. The Unit
ensures cdiHR conforms to all laws, rules, and collective bargaining agreements. The
Unit provides training and support to HRMD and cdiHR users by developing processes,
providing procedures, and identifying and creating reports relative to cdiHR.

o Labor Relations facilitates cooperative and productive labor relations among CDI,
employees, and respective employee labor organizations; provides consultative services
to management on collective bargaining agreements and contract administration;
establishes procedures for the equitable and peaceful resolution of differences on labor
relations matters; and provides information on the application of collective bargaining
agreements including CDI policies and grievance responses.

e Performance Management provides technical expertise, training, and guidance to
management to ensure compliance with laws, regulations, and standards regarding
employee progressive discipline issues and personnel actions.

HRMD Key Accomplishments in 2015:

e Launch of CDI Forward — In partnership with the Office of Strategic Planning (OSP),
HRMD successfully launched Commissioner Jones’ initiative CDI Forward:
Strengthening our department from Within. The objective is to promote innovation and
professional growth through enhanced training and development to ensure that CDI
employees have the skills and tools to do their best work on behalf of California’s
insurance consumers.

e Career Fairs — The Selections and Recruitment Unit, in collaboration with the
Enforcement Branch, boosted Investigator recruitment efforts through increased
participation at Career/Job Fairs within Sacramento and Los Angeles. Advertising
efforts were also elevated by an increased presence on various social media and
recruitment websites marketing CDI Investigator vacancies. Through these efforts, the
department has been able to increase job seeker awareness of CDI’'s employment
opportunities and provide detailed information on the civil service selection process.
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e Enhanced Delegation from the California Department of Human Resources
(CalHR) - In April 2015, CDI received delegation authority from CalHR in the areas of
Career Executive Assignments, exceptional position allocations, and unlawful
appointments. As a result, CDI has greater flexibility to maintain these program areas
while upholding and maintaining accountability with CalHR and resulting in a more
effective and efficient use of CDI resources.

e Sustained Efforts to Modernize Actuarial Classifications — HRMD, in collaboration
with the Financial Surveillance and Rate Regulation Branches, continues to lead a multi-
department project to identify classification and compensation changes necessary to
enable departments to recruit and retain qualified actuaries. Participating departments
include the California Public Employees’ Retirement System, State Compensation
Insurance Fund, California State Teachers’ Retirement System, and Department of
Managed Health Care. The completed proposal was submitted to CalHR for
consideration in October 2013, and based on continued collaboration with CalHR,
updated in 2015.

INFORMATION TECHNOLOGY DIVISION

The Information Technology Division (ITD) provides reliable, supportable, and innovative
information technology (IT) services and solutions to the department to meet business and
operational requirements. ITD consists of the following bureaus/offices:

e The Statewide Network Support Bureau provides departmental support for the
technology infrastructure. Support consists of telecommunication services, Local Area
Network, Wide Area Network, hardware/software installation, e-mail services, video
services, security, and maintenance for personal computers and other devices.

e The Application Development and Maintenance Bureau (ADAM) provides custom
software development and supports a variety of commercial-off-the-shelf (COTS)
products/applications to meet the business needs of the department. ADAM keeps
abreast of the latest advancements in application tools and technology; monitors and
maintains the Oracle Internet and Intranet application servers, commonly referred to as
the 'middle tier'; and hosts all production data in-house serving as CDI's Data Center.

e The Project Coordination and Administrative Support Bureau provides departmental
and divisional support. Departmental support activities include IT procurement, IT project
management, and control agency compliance as well as supporting and improving
usability of CDI's website content, online services, and intranet. Divisional support
activities include expenditure tracking, human resources coordination, IT and
department infrastructure budget tracking and monitoring, and training request
coordination.

e The CDI Menu Modernization Project (CMMP) Office is responsible for overseeing
and delivering the department’s five-year IT project initiated in FY 2014-15 to replace
and upgrade its legacy CDI Menu and Integrated Database. CMMP,, tasked with
replacing 26 subsystems in eight development waves throughout all branches of CDI, is
responsible for implementing a department-wide data architecture effort; cataloging and
classifying data; standardizing data structures; and providing project oversight and
management (including risk management) for this large, reportable IT project.

California Department of Insurance Page 160
2015 Annual Report



Administration and Licensing Services Branch

e The Information Security Office is responsible for protecting CDI’s information assets;
managing vulnerabilities within CDI’s information processing infrastructure; managing
threats and incidents impacting CDI’s information resources; developing and maintaining
policies to ensure appropriate use of CDI’'s information assets; and educating employees
about their information security and privacy protection responsibilities.

ITD Key Accomplishments in 2015:

e Continued Development of CMMP — With a California Department of Technology
project score card rating status of "green”, the CMMP project continued into its second
year. Most significantly, the project implemented the Consumer Services and Market
Conduct Branch - Consumer Services Division's Consumer Complaint Center and
Provider Complaint Center. This technology provides a portal for healthcare providers
and consumers to electronically file a complaint and upload supporting documentation. It
also allows insurers a similar portal for submitting documentation to the department.
Additional accomplishments include the completion of the data analysis, design, and a
framework for data management for the project; a Proof of Concept that resulted in
selection of the software development platform, determination of processes, and
technologies for a viable solution to replace the CDI Menu; and implementation of the
Ombudsman Case Management System to track complaints about department staff or
actions. The five-year project was initiated in July 2014 and will complete in July 2018.

LICENSING SERVICES DIVISION

The Licensing Services Division (LSD), under the authority of the Insurance Code, protects
insurance consumers and maintains the integrity of the insurance industry by determining the
qualifications and eligibility of license applicants. The Division consists of the following bureaus:

e The Producer Licensing Bureau (PLB) issues, maintains, and updates records of all
insurance producer licenses; obtains information and documentary evidence regarding
criminal convictions and other adverse actions in the backgrounds of insurance
producers and license applicants; and analyzes evidence and makes recommendations
as to the actions, if any, to be taken against these individuals.

e The Curriculum and Officer Review Bureau (CORB) prepares and administers written
gualifying insurance examinations; reviews and approves education courses submitted
by insurance companies, educational institutions, and others; performs background
reviews of insurance company officers and individuals seeking appointment to the
Commissioner’s boards and committees; reviews consumer complaint files received
from the Investigation Division; and assists in processing the applications of non-
admitted insurers applying to be added to the department’s List of Approved Surplus
Line Insurers.

LSD Key Accomplishments in 2015:

o Enhanced Online License Renewal Service — The very popular online license renewal
service has renewed hundreds of thousands of insurance producer, adjuster, and bail
agent licenses since its inception in 2004. In 2015, this service was enhanced to allow
individuals and business entities to renew their expired insurance producer and adjuster
licenses online. Instead of waiting several days for an expired license to renew, users of
the online license renewal service have a renewed license within 24 hours on average,
provided that all license renewal requirements have been satisfied.
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e Continued Expansion of Examination Sites — Passing a qualifying examination is a
prerequisite for obtaining an insurance agent, broker, adjuster, or bail agent license.
Providing convenient examination locations throughout California is critical to facilitate
expedient licensing for applicants. During 2015, CORB, in collaboration with its licensing
examination contractor (PSI Services), opened two new examination sites in Diamond
Bar and Lawndale. During the past five years, CDI increased the number of its
examination sites from four to 24 with sites located throughout California.

e Revised Educational Objectives for the Life and Accident/Health Agent Licenses —
CORSB, in coordination with the Commissioner-appointed Curriculum Board, revised the
educational objectives for life agent and accident/health agent licenses. Education
providers follow the educational objectives to develop their course materials and the
gualifying license examinations are based on the content of the educational objectives.

e License Examination Reviews — CORB, in collaboration with PSI Services, facilitated
license examination reviews for the life agent, accident/health agent, insurance adjuster,
and life/disability insurance analyst licenses. The reviews are attended by subject
matter experts from the insurance industry. The primary objective of the reviews is to
ensure that the license examination questions reflect recent changes to state and federal
laws and are relevant to today’s insurance marketplace.

e Implemented Legislation — PLB successfully implemented the licensing provisions of
AB 2279 (Chapter 108, Statutes of 2014). This bill, effective January 1, 2015, increased
the coverage amount for funeral and burial expense insurance that life agents limited to
the sale of pre-need policies may sell from $15,000 to $20,000

e LSD Reorganization — LSD reorganized its operations from three bureaus to two
bureaus to improve customer service and more effectively and efficiently use resources.
The license processing and insurance producer background functions are now under
one bureau while the license education and insurance company background functions
are under another bureau.
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TABLE E: PRODUCER LICENSING STATISTICS

Calendar Years 2014 and 2015

WORKLOAD 2014 2015 RRARVS
License Applications Received 75,268 76,611 +2%
License Examinations Scheduled 75,491 80,287 +6%
New Licenses Issued 60,762 63,611 +5%
Licenses Renewed 129,276 136,054 +5%
Insurer Appointments/Terminations 776,079 823,084 +6%
Bonds Processed 5,388 5,738 +6%
Licensing Calls Handled 151,751 153,061 +1%
e-mail Inquiries Processed 12,989 11,513 -11%

TABLE F: APPLICATIONS RECEIVED BY LICENSE TYPE
Calendar Years 2014 and 2015

LICENSE TYPE 2014 2015 BRI
Life and Accident/Health (combined) 30,960 32,844 +6%
Life 14,256 15,689 +10%
Property and Casualty 14,447 15,350 +6%
Accident and Health 6,708 6,427 -4%
Personal Lines 6,120 6,137 0%
Limited Lines Automobile 442 428 -3%
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TABLE G: NEW LICENSES ISSUED BY LICENSE TYPE
Calendar Years 2014 and 2015

LICENSE TYPE 20141 2015 RRARVS
Life 38,645 41,429 +7%
Accident and Health 34,093 33,511 -2%
Property and Casualty 12,739 13,392 +5%
Personal Lines 6,127 5,813 -5%
Limited Lines Automobile 403 419 +4%

1The number of new licenses issued in this table includes duplication, such as for those individuals issued a new
license as a life agent and also issued a new license as an accident/health agent. Therefore, these numbers do not
reconcile with the number of new licenses issued presented in the previous table, which does not include duplication.

TABLE H: LICENSING BACKGROUND STATISTICS
Calendar Years 2014 and 2015

PERCENTAGE
WORKLOAD 2015 2015 CHANGE
Insgrance agent and broker background 3.263 4.248 +30%
reviews
C_as_es. referred_ to Legal Branch for 394 547 +399%
disciplinary action
Insurarjce agent and broker alternative 718 793 1%
resolution program cases
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TABLE I: LICENSING COMPLIANCE STATISTICS
Calendar Years 2014 and 2015

PERCENTAGE
WORKLOAD 2014 2015 CHANGE
Insurance company officer and director 533 248 -53%
background reviews
Updates to list of approved surplus line 10 7 -30%

insurers

Cases referred to Legal Branch or
Investigation Division for disciplinary 6 5 -17%
action or further investigation

Orders of Administrative Bar for cheating

L 2 11 +450%
on examination

Commissioner Board and Committees

0,
background reviews 19 38 +100%

Producer Licensing Examination First-Time Pass Rates:

In recent years, the life insurance industry has published several studies showing the number of
career life agents nationally is declining. Industry representatives believe it is important for the
insurance agent licensing process to recognize the changing demographics nationally and be
flexible to ensure that qualified life agents serve every community.

To that end, the insurance industry is encouraging all state departments of insurance to obtain
data on the number and pass rate of first-time examinees to identify whether certain
examinations produce the unintended effect of inappropriately excluding specific population
groups from obtaining an insurance producer license.

In proactive response, PLB began partnering in 2011 with its examination contractor, PSI
Services, to facilitate periodic examination workshops to review the pool of questions from each
examination type. Subject matter experts from the insurance industry review each question to
determine whether the questions are current, relevant, and accurate while a PSI Services
psychometrician reviews the questions for the purpose of identifying and removing any cultural
or other biases.

In 2015, PLB continued to collect demographic data from license examinees on a voluntary
basis. PLB and PSI Services are using the results of the demographic data provided to assist in
identifying examination questions that may be changed or removed from the various
examination question pools. For each of these examinations, examinees must correctly answer
at least 60 % of the questions to receive a passing score.

The following tables are the examination pass rates for individuals taking the examination on
their first attempt. In addition to the pass rates for each license type, a breakdown of first-time
pass percentages is broken out by gender, ethnic group, and education levels.
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TABLE J: FIRST-TIME EXAMINATION PASS RATES
Calendar Year 2015

Property/ Life and Life Accident Personal Lines Limited Lines

Casualty Accident/Health and Health Automobile
Number Pass Number Pass Number Pass Number Pass Number Pass Number Pass
of Rate of Rate of Rate of Rate of Rate of Rate
Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) Examinees | (%)
8,448 47% 24,840 63% 16,622 66% 1,967 82% 2,131 71% 434 62%

TABLE K: FIRST-TIME EXAMINATION PASS RATES BY GENDER
Calendar Year 2015

Property/ Life and . Accident . Limited Lines

e Casualty Accident/Health Hif2 and Health Femseme e Automobile
Number | Pass | Number | Pass| Number | Pass| Number | Pass| Number | Pass| Number |Pass
of Rate of Rate of Rate of Rate of Rate of Rate
Examinees | (%) |Examinees| (%) |Examinees| (%) |Examinees| (%) |Examinees| (%) |Examinees| (%)
Female 4599 |43% | 11,887 [59% | 4,290 64% 944 80% 961 71% 280 58%
Male 3,393 53% | 11,282 |66% | 4,250 72% 789 85% 484 80% 71 65%
Poniooe | 456 |47%| 1671 |63%| 8082 [63%| 234 |77%| 686 |65%| 83 |70%
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TABLE L: FIRST-TIME EXAMINATION PASS RATES BY ETHNIC GROUP
Calendar Year 2015

Number Pass Number Pass Number Pass Number Pass Number Pass Number Pass
of Rate of Rate of Rate of Rate of Rate of Rate
Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%)
American
l:lilsakna{‘] 52 50% 108 61% 31 61% 3 33% 3 100% 1 100%
Native
Asian 1,032 51% 5,731 56% 1,443 63% 299 82% 61 85% 3 67%
Black 309 45% 1,429 60% 707 66% 101 82% 111 91% 1 0%
Filipino 181 53% 2,778 52% 746 63% 197 85% 18 83% 0 NA
Hispanic 2,412 31% 4,040 53% 2,186 55% 288 80% 554 62% 324 61%
Pacific 45 | 47% | 211 |50% | 115 | 56% 13 | 77% 9 67% 0 NA
Islander 0 ° ° 0 0
White 2,914 60% 5,998 80% 1,501 84% 365 95% 271 90% 4 100%
Declined
to 1,503 46% 4,545 65% 9,893 66% 701 75% 1,104 68% 101 63%
Participate

TABLE M: FIRST-TIME EXAMINATION PASS RATES BY EDUCATION LEVEL
Calendar Year 2015

. Property/ Life and . Accident and . Limited Lines
EtEEen Casualty Accident/Health i Health Fereniel Lines Automobile
Number Pass Number Pass Number Pass Number Pass Number Pass Number Pass
of Rate of Rate of Rate of Rate of Rate of Rate
Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%) | Examinees | (%)
,HgEDSChm' 1,232 | 28% | 2,372 | 40% | 1,213 | 46% 151 69% 336 65% 147 62%
Some College| 2,589 40% 5,945 54% 2,406 61% 372 84% 443 74% 143 73%
2-Year
College 716 42% 2,390 54% 803 65% 150 83% 104 76% 16 68%
Degree
4-Year
College 2,377 64% 8,055 74% 1,972 79% 513 91% 184 92% 17 7%
Degree
'I\D"ZS:Z;S 390 68% | 1,967 | 83% 415 86% 120 96% 21 100% 0 NA
ngtr‘;rj" 52 81% | 381 |87% 92 94% 23 96% 0 NA 1 100%
Declined
to 965 44% 3,380 62% 9,472 65% 595 73% 801 59% 103 63%
Participate
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Office of Civil Rights

The Office of Civil Rights (OCR) ensures CDI’'s compliance with state and federal laws relating
to discrimination, sexual harassment, and the Americans with Disabilities Act (ADA). Title VII of
the 1964 Civil Rights Act and the California Fair Employment and Housing Act (FEHA) prohibits
discrimination and harassment of employees, applicants for employment, clients, visitors, and
others based on certain enumerated protected characteristics. The OCR updates and issues
policy statements relating to discrimination and monitors compliance with all applicable civil
rights laws. The OCR also ensures that all CDI staff are trained to comply with these policies
and practices in the employment, development, and treatment of its employees and the
consumers that we serve.

The department’s goal is to eliminate the harmful effects of discrimination, harassment, and
retaliation so employees can focus on CDI's mission. OCR continues to implement a proactive
program aimed at eliminating discrimination and sexual harassment in CDI by educating
managers, supervisors, and non-supervisory staff on departmental policy. The training covers
behaviors that are unacceptable or could be construed as being in violation of the department’s
zero tolerance policy towards discrimination and sexual harassment; reporting incidents as and
when they occur; assisting managers and supervisors about their obligations to take immediate
and appropriate action when such behaviors occur.

The passage of AB 2053 in 2014 (Codified in section 12950.10f the Government Code),
“prevention of abusive conduct” requires that the department include, “prevention of abusive
conduct” as a component of the discrimination and sexual harassment training conducted in the
department. Starting in 2015, the OCR has incorporated the, “prevention of abusive conduct”
training into the mandatory sexual harassment and discrimination prevention training. Every CDI
manager and supervisor is required by statute and CDI policy to attend this training within six
months of his or her initial appointment to a supervisory or managerial position and every two
years thereafter. The sexual harassment prevention training continues to be provided to non-
supervisory staff as well, every two years in accordance with departmental policy. Adherence to
this timeline is monitored by the CDI Training Office. Due to the department’s policy, the same
training requirement is extended to non-supervisory staff as well.

Annually, the OCR completes a Workforce Analysis that is submitted to CalHR. The Workforce
Analysis is used to gauge the department’s representation of employee’s on the basis of race,
gender, and disability across all classifications. On the basis of race and gender the 2015
Workforce Analysis reflected that there were no non-job related barriers. In regard to the
percentage of employees with disabilities, the Workforce Analysis showed that nearly 20% of
CDI’'s employees have a disability, exceeding the statewide person with disability employment
goal of 13.3-16.6%. The lack of non-job related barriers and the percentage of disabled
employees are a reflection of CDI’'s commitment to an equal opportunity work place.

The Workforce Analysis also includes a report on the Upward Mobility Program, which is
housed in the OCR. The Upward Mobility Program provides support to department employees
who are in low paying classifications that wish to advance to higher paying technical,
professional, and administrative positions. The Upward Mobility Program assists employees
with strategies on how to become eligible for examinations that will allow them to move to higher
paying positions. Some of the services or strategies include job counseling, career planning,
and the encouragement of training and development assignments to help them move into
positions that offer a better career ladder. Though the Upward Mobility Program is specifically
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mandated for employees in low paying positions, the OCR gladly offers guidance to any CDI
employee, regardless of position.

The OCR provides support and guidance to the statutorily mandated departmental Disabilities
Advisory Committee (DAC), which serves in an advisory capacity to the Commissioner. The
DAC's purpose is to help identify systemic access issues for disabled employees or applicants.
CDI’'s DAC has also sponsored several brown bag presentations annually aimed at sensitizing
and educating CDI's employees and management on disability related issues. The DAC has
worked to create a network of contacts within the non-profit community to bring in subject matter
experts in to CDI to speak on topics such as disability etiquette, specific diseases, and mental
health issues. The events are available department-wide via video and telephone conference.
The DAC has also partnered with various committees within CDI such as the Lunchtime Series
committee and the charitable campaign committee. The DAC is also working toward partnering
with other State agencies for crossover events.
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Office of Strategic Planning

The Office of Strategic Planning (OSP), as part of the Commissioner’s Office, coordinates the
following processes within the California Department of Insurance (CDI) on a department-wide
level:

e Strategic planning and organizational performance management, including the
implementation of action plans (and correlating established objectives) to support the
vision, mission values, and goals of the CDI.

e Succession planning and workforce development, including development and
implementation of department-wide and program level goals and objectives.

Background: Development of CDI’s Strategic Plan

In October 2011, the Commissioner and his executive team crafted a strategic plan that will
guide our organization during the Jones administration. The strategic plan is the result of a
collaborative effort among the 1,300 employees of the California Department of Insurance and
its varied stakeholders. The development of the Strategic Plan included reaching out to multiple
internal and external constituents for input, feedback, and ideas to capture diverse perspectives,
while identifying common themes for change.

CDI’s strategic planning efforts have resulted in an updated vision, mission, values, and goals
that are the foundation of its strategic plan. This strategic plan focuses on strategies that are
seen as key for organizational improvements that will facilitate implementation of Commissioner
Jones' priorities. CDI’s updated vision, mission, values and goals are the following:

Our Vision
Insurance Protection for all Californians
Our Mission

We act to ensure vibrant markets where insurers keep their promises and the health and
economic security of individuals, families, and businesses are protected.

Our Values: CDI FAIR

o Consumer-focused professionals
e Dedicated to serving with

e Integrity as a

e Fair

e Accountable

¢ Innovative and

¢ Responsive team
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Our Goals

Together, we
o Provide excellent, fair, and responsive services.
¢ Advance effective and efficient business processes.
e Value our resources and use them wisely.

¢ Promote innovation and Professional growth.

2014 Organizational Health Survey

In an effort to make the California Department of Insurance (CDI) an “employer of choice” and
“promote innovation and professional growth,” the Office of Strategic Planning coordinated the
development and distribution of an Organizational Health Survey. On October 17, 2014, all CDI
employees were invited to participate in this survey. Employees had a four-week window to
complete the survey, which closed on November 13, 2014.

The survey accomplished four important objectives: 1) to capture the current snapshot of
employee attitudes towards the workplace; 2) to identify potential areas of strength and those
that may need improvement; 3) to provide employees with an opportunity to voice important
concerns; and 4) to offer an opportunity to measure progress when compared to our 2012
baseline results. OSP was pleased to achieve a 67.6% employee response rate.

Lunchtime Series

As a result of CDI’s first Employee Satisfaction Survey in 2012, CDI implemented a Lunchtime
Series of presentations designed to help employees advance or promote by leveraging internal
resources. During the 2014 calendar year this effort has enjoyed continued executive level
support and much success. Below is a list of milestones that were achieved.

e Creation of the Lunchtime Series Committee’s (LSC) vision, mission and goals
e Development, design and deployment of the following:

o Lunchtime Series intranet webpage to promote each event and solicit feedback
and ideas.

o Anintranet registration page to offer structure to this effort and track participation.

o Creation and deployment of a Survey Monkey based evaluation tool to measure
success and further refine processes.

Alignment of Strategic Planning and Risk Assessment Processes

In 2014, OSP and the Organizational Accountability Office (OAQO) implemented methodology to
align their processes, the strategic planning and the risk assessment, to achieve a higher level
of efficiency. More so for strategic planning, this methodology was refined for 2015 and was
received well at the Commissioner and Deputy Commissioner management levels.
Implementation is due to begin mid-2015.

CDI Forward: Strengthening Our Department from Within

In November 2015, Commissioner Jones launched "CDI Forward", a workforce development
initiative that focuses on “Strengthening our Department from Within”. OSP, in partnership
(committee) with Executive Staff members and the Human Resources Management Division,
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spearheaded this Strategic Workforce and Development initiative and ensured that all aspects
of this effort were in alignment with CDI values and goals.

CDI Forward Project Plan

The project plan entailed a rollout of quarterly department-wide training, beginning in January
2016, to our workforce spanning three regions. To ensure staff engagement, OSP developed
and deployed an assessment tool that offered employees a vehicle to provide input and an
opportunity to shape the program design. With a 25% response rate, OSP identified Analytical,
Communication, Interpersonal and Collaborative skills as being the top four requested areas of
professional development. Based on this analysis, OSP engaged CDI’s training vendor in
developing four half-day long courses to address these professional development needs. As a
result, the following four core skills training courses will be offered to CDI employees:

e Completed Staff Work (To be delivered January 2016)
e Communicating Effectively (To be delivered April 2016)
e Trustin the Workplace (To be delivered July 2016)

e Collaborative Teams (To be delivered October 2016)

In addition, the Lunchtime Series, which is now a part of the CDI Forward initiative, has
continued its mission to providing both professional and personal growth opportunities that
engage all CDI staff.
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Organizational Accountability Office

The Organizational Accountability Office (OAQO) provides the Commissioner of the California
Department of Insurance (CDI) and the Department’s management with independent, objective,
accurate, and timely fact-finding and information regarding CDI’s:

e Audit function

e Ethical compliance

e Incompatible activity policy compliance

e Enterprise risk assessment facilitation

e State Leadership Accountability Act (SLAA) facilitation

The OAO assists management in their efforts to increase operational and program efficiency
and effectiveness by providing them with analysis, appraisals, recommendations, and technical
assistance.

The OAO reports to the Chief Deputy Commissioner and collaborates with CDI Programs to
provide timely, professional, and objective services to satisfy customer needs. The OAO
receives and investigates complaints of ethical or unprofessional business conduct and resolves
such complaints according to statute and policy.

The OAO is composed of two distinct functions with four staff members:
¢ Internal Audits Unit
e Ethics Unit

INTERNAL AUDITS UNIT

The Internal Audit Unit (IAU) was established in 1994 to ensure compliance with management's
goals and objectives and adherence to federal, state, and departmental mandates, policies, and
procedures. The auditors conduct internal audits and special projects for the department
according to the International Standards for the Professional Practice of Internal Auditing. The
IAU facilitates the annual CDI risk assessment.

The IAU assists executive management by conducting independent and objective audits and
program effectiveness and efficiency reviews. The auditors facilitate and use the annual
enterprise risk assessment as the basis for development of the risk based audit plan.

Additionally, 1AU staff facilitate Control Self-Assessments as a means for self-improvement and
continuous monitoring.

IAU facilitates with the State Leadership Accountability Act (SLAA) reporting, to include the risk
assessment and ongoing monitoring of internal control, which is reported every two years.

The IAU provides management with information about the adequacy and effectiveness of the
department's system of internal controls and quality of performance.

ETHICS OFFICE

The Ethics Unit (EU) was created in 2000 to provide private, secure, and confidential
communications and investigations. This is an independent unit where CDI employees can
confidentially obtain answers to questions regarding proper business conduct and report
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improper governmental activities by telephone, letter, or e-mail, without fear of retaliation. The
EU promulgates the CDI Incompatible Activities Statement.

The EU oversees the Ethics Orientation Training for CDI employees. The EU has complaint
reporting responsibility.

The EU responds to inquiries and investigates complaints regarding employees’ possible
conflict with CDI's Incompatible Activities Statement, such as misuse of state property,
inappropriate acceptance of gifts, and abuse of authority.

The EU responds to inquiries and investigates whistleblower complaints and claims of fraud,
waste, and abuse as required by the Whistleblowers’ Protection Act and the State
Administrative Manual Section 20080.

THE EU also reviews complaints of retaliation for reporting complaints or assisting others to
report these types of complaints.
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Conservation & Liquidation Office

SECTION 1: CONSERVATION &LIQUIDATION OFFICE
Background

The California Insurance Commissioner, an elected official of the State of California, acts
under the supervision of the Superior Court when conserving and liquidating insurance
enterprises. In this statutory capacity, the Commissioner is charged with the
responsibility for taking possession and control of the assets and affairs of financially
troubled insurance enterprises domiciled in California. An impaired enterprise subject to
a conservation or liquidation order is referred to as an estate.

The Commissioner, through the state Attorney General’s office, applies to the Superior Court for
a conservation order to place the financially troubled enterprise in conservatorship. Under a
conservation order, the Commissioner takes possession of the estate’s financial records and
real and personal property, and conducts the business of the estate until a final disposition
regarding the estate is determined. The conservation order allows the Commissioner to begin
an investigation that will determine, based on the estate’s financial condition, if the estate can
be rehabilitated, or if continuing business would be hazardous to its policyholders, creditors, or
the public.

If, at the time the conservation order is issued or anytime thereafter, it appears to the
Commissioner that it would be futile to proceed with the conservation of the financially troubled
estate, the Commissioner will apply for an order to liquidate the estate’s business. In response
to the Commissioner’s application, the Court generally orders the Commissioner to liquidate the
estate’s business in the most expeditious fashion.

The Conservation & Liquidation Office (CLO) performs conservation and liquidation services on
behalf of the Commissioner with respect to insurance companies domiciled in California.

The CLO was created in 1994 as the successor to the Conservation & Liquidation Division of
the Department of Insurance, which was managed by state employees. The CLO is based in
San Francisco, California. As of December 31, 2015, the CLO is responsible for the
administration of 18 insurance estates.

In addition to the role described above, the CLO at times provides special examination services
to the Financial Surveillance Branch of the Department of Insurance. The CLO is reimbursed
directly by the company being examined. During 2015 the CLO assisted with one such
examination.

In 2014, the CLO’s Oversight Board authorized the CLO/Regulatory Services Group (RSG)
(name used when doing work other than traditional California conservation and liquidations) to
enter an engagement with the Nevada Insurance Commissioner to provide receivership
management services. In 2015, the Board authorized similar engagements with Insurance
Commissioners from the states of Colorado, Hawaii, Oregon, and Wyoming. The purpose of
taking such work is to maintain receivership and institutional knowledge in California at a time
that receiverships/liquidations are declining materially and to reduce the cost to California
estates under the management of the CLO.
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Organizational Structure

Conservation & Liquidation Office
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Oversight Board and Audit Committee Meetings

CLO activities are overseen by an Oversight Board composed of three senior executives of the
California Department of Insurance. The current Oversight Board and Audit Committee
members are Ms. Nettie Hoge, Chief Deputy Commissioner, Mr. John Finston, Deputy
Insurance Commissioner — General Counsel, and Ms. Susan Bernard, Deputy Commissioner-
Financial Surveillance Branch. In March of 2016, Mr. Kim Hudson retired and was replaced by
Ms. Susan Bernard.

During 2015, the Oversight Board and Audit Committee held three regularly scheduled meetings
and four additional special meetings. For all meetings, there was a 100% attendance by the
Committee members.
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2015 Organizational Goals and Results

On an annual basis, the CLO prepares a Business Plan for the organization supporting the CLO
Mission Statement. The Business Plan is presented to the Oversight Board for approval. The
CLO’s Mission Statement is as follows:

The CLO, on behalf of the Insurance Commissioner, rehabilitates and/or liquidates,
under Court supervision, troubled insurance enterprises domiciled in the State of
California. In addition the CLO provides Special Examination Services, with
Commissioner and Board oversight. As a fiduciary for the benefit of claimants, the CLO
handles the property of troubled or failed enterprises in a prudent, cost-effective, fair,
timely, and expeditious manner.

The 2015 Business Plan focused on estate closings and distributions, collecting/converting
assets, evaluating claims, and enhancing the operating efficiencies of the CLO.

Entering 2015, there were 21 open estates under management. The open estates consist of 17
Property & Casualty estates and four Life/Health estates. The CLO goal in 2015 was to close six
estates and distribute $87 million.

1. Closings

GOAL RESULTS

Close 6 Estates:
1) Enterprise Ins. Co.
2) Pacific National Ins. Co.

d Due to unforeseen challenges, Fremont Life,
3) Majestic Ins. Co. HIH America, and Golden State Mutual Life

4) Fremont Life Ins. Co. Ins. Co. will not close until 2016.
5) HIH America

6) Golden State Mutual Life Ins. Co.

California Department of Insurance Page 181
2015 Annual Report



Conservation & Liquidation Office

Number of Opened & Closed Estates as of 12/2015

Number of Opened & Closed Estates

As of December 31, 2015
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Since 1994, there have been approximately 127 estates closed. These estates consisted of 55
ancillaries, 22 title companies and 50 regular insurers. Ancillary and title companies typically
require only limited work on behalf of the Liquidator.
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2. Distributions

Early Access and Interim Distributions

Estate 2015 Actual 2015 Goal
($ Millions) ($ Millions)
Superior National Insurance Companies In $19.3 $15
Liguidation )
Fremont Indemnity $13.9 $25
Western Employers $54.1 $20
Fremont Indemnity Co.
(stat deposit releases) $5 $0
Sub-total: $87.8 $60
Final Distributions
2015 Actual 2015 Goal
Estate ($ Millions) ($ Millions)
HIH America $0.0 $12
Majestic Ins. Co. $3.1 $3
Fremont Life Ins. Co. $0.0 $1
Frontier Pacific Ins. Co. $11.6 $11
Sub-total: $14.7 $27
TOTAL DISTRIBUTIONS: $102.5 $87
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CLO Distributions by Year*
2005 to 2015
($ millions)
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*Since 2004, $3.96 billion has been distributed.

CLO Investment Policy

The CLO has a formal investment policy, as approved by its Oversight Board, requiring that
investments be investment grade fixed income obligations of any type. These investments may
be issued or guaranteed by (1) the U.S. and agencies, instrumentalities, and political sub-
divisions of the U.S., and/or (2) U.S. corporations, trusts, and special purpose entities. Such
securities must be traded on exchanges or in over-the-counter markets in the U.S. None of the
portfolio will be invested in fixed income securities rated below investment grade quality by
Standard & Poor’s, Moody’s, or by another nationally recognized statistical rating organization.
In addition, the duration must be maintained within +/- 12 months of the Barclays Capital U.S.
Government/Credit 1-3 Yr. The average duration was approximately 1.5 years at December 31,
2015.

The investments are managed in equal parts by two professional money management firms and
are warehoused at the Union Bank of California.
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On December 31, 2015, the CLO had $492.9 million of estate marketable investment securities
under management.

For the year ending December 31, 2015, the average portfolio balance was approximately
$490.1 million. The portfolio earned an interest yield of 1.6% and a net yield after security
gains/losses and mark-to-market adjustments of 1.0%.

Administrative Expenses

Administrative expenses consist of both direct and indirect expenses. !

Direct expenses charged to estates consist of legal costs, consultants and contractors, salaries,
and benefits for employees working exclusively for a single estate, if applicable, office
expenses, and depreciation of property and equipment.

Indirect expenses that are not incurred on behalf of a specific estate are allocated using an
allocation method based on the ratio of employee hours directly charged to a specific estate to
total direct hours charged to all estates, and in some instances direct contract hours charged.
For example, if employees charged 200 hours to a specific estate and in total 2,000 hours were
incurred by all estates, that specific estate would be allocated 10% (200 hours divided by 2,000
total hours charged to all estates). Indirect expenses include CLO employee compensation,
rent, and other facility charges and office expenses.

In accordance with California Insurance Code Section 1035, the Commissioner may petition
funds from a general appropriation of the State of California Insurance Fund if an estate does
not have sufficient assets to pay for administrative expenses.

1See “CLO Financial Results” section of this report on the budget and actual expenditures for 2015 for
direct and indirect expenses.
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Assets, Distributions and Admin Expenses
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The chart above displays the aggregated estate assets at beginning of year, distributions and
administrative expenses from the year 2005 to 2015. The table below lists these figures.
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Year Assets Distributions Administrative
($ billions) ($ millions) Expenses
($ millions)
2005 $4.5 $416 $76
2006 $3.7 $1,254 $32
2007 $2.8 $564 $24
2008 $2.1 $380 $29
2009 $1.8 $149 $29
2010 $1.7 $476 $22
2011 $1.6 $385 $21
2012 $1.1 $108 $25
2013 $1.0 $57 $14
2014 $0.9 $66 $15
2015 $0.8 $103 $16

CLO Compensation

The CLO is not part of the state’s civil service system. All employees are at-will. The CLO does
not have a bonus plan or pay incentive compensation. To that end, the CLO has established
policies and procedures that are more akin to the private marketplace.

Compensation Methodology

The CLO engages an outside consultant to assist in establishing compensation ranges. In
developing this report for the CLO, the primary survey source used was the Comp Analyst: a
large survey representing thousands of companies across the U.S., which includes hundreds of
jobs. This subscription survey collects marketplace compensation data from many sources and
uses mathematical algorithms to predict the pay level of any of its survey jobs in major
industries and geographical locations. The data used in this study was the nonprofit industry
segment located in San Francisco.

A summary of the compensation procedures follows:
e A written job description is developed for each position.
e Salary grades are derived from comparable external market data.

e Salary ranges are identified (low, middle, and high) based on market comparisons
obtained by an outside independent compensation consultant.

e Salary ranges are updated periodically.

o The creation of a “new job position” is sent to an outside consultant for external
evaluation.
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¢ All employees receive an annual compensation review.

CLO employment on a full-time equivalent basis and total compensation for employees are

summarized below:

100

2016 (Budget)
Number of CLO full time
equivalent employees at 27.4 23.0
beginning of year
Total compensation and
benefits for CLO employees $5,267,842 $4,776,207
NUMBER OF CLO EMPLOYEES
At Year End
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The chart above shows the number of CLO full-time employee equivalent from 2005 to 2015.
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As estates have closed resulting in reduced workloads and as a result of internal operating
efficiencies the number of full-time employees decreased by 75% compared to December 31,

2005.

CLO Financial Results

For Years Ended December 31, 2015 and December 31, 2014

Cash received

December 31, 2015

December 31, 2014

Actual Budget
Litigation, reinsurance recoveries,
and miscellaneous income $197,512,200 N/A? $55,786,100
Investment income, net of expenses 4,817,300 N/A3 5,843,300
Total: $202,329,500 $61,629,400

2 Litigation, reinsurance recoveries, and miscellaneous income are not amendable to budgeting
due to the irregular timing of their occurrence.
3 Investment income is not budgeted due to the large changes in investment balances that occur
throughout the year (due to distributions), as well as changes in investment return rates.

December 31, 2015

Actual

Budget

December 31, 2014

Distributions

$103,346,200

$87,000,000

$66,196,600

Administrative — Estate Direct Expenses

Estate Direct Expenses

December 31, 2015

December 31, 2014

Actual Budget
Legal expenses $1,977,900 $2,130,600 $2,624,100
Consultants and contractors 2,532,100 1,837,900 1,953,000
Office expenses 4,737,700 1,035,000 2,853,900
Compensation and benefits 0 220,000 109,600
Total $9,247,700* $5,223,500 $7,540,600

4 Estate expense financial results exceeded budget primarily due to the setup of closing budgets
amounting to $2.6 million, expenses of $600 thousand incurred in the document destruction and
holding costs of estate real estate of approximately $317 thousand.
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Administrative — CLO Overhead Expenses

CLO overhead expenses

December 31, 2015

December 31, 2014

Actual Budget
Compensation and benefits $5,267,800 $5,306,900 $5,303,400
Office expenses 1,618,200 1,691,500 1,721,100
Consultants and contractors 123,900 96,000 101,900
Legal expenses 24,800 15,600 10,300
Total $7,034,700 $7,110,000 $7,136,700

Administrative Totals

December 31, 2015

December 31, 2014

Actual Budget
Estate Direct Expense Total $9,247,700 $5,223,500 $7,540,600
CLO Overhead Expense Total 7,034,700 $7,110,000 7,136,700
Total: $16,282,400 $12,333,500 $14,677,300

Estates Open Longer Than Ten Years

After the entry of an order placing an impaired California insurer into conservation and/or
liquidation, the Insurance Commissioner and the CLO have the statutory responsibility to
marshal and resolve the assets and liabilities of the failed entity.

The time required to close an insolvency proceeding is largely determined by the amount and
complexity of the assets to be monetized and distributed to claimants. In addition, the length of
insolvency is equally affected by the amount of time required to make a final determination of an

estate’s liability.

Most of the insolvencies that remain open for more than ten years have some combination of
on-going litigation; complicated tax exposure; potential collection of additional material assets;
and challenges associated with the evaluation of liabilities. Until both sides of the insolvent
estate’s balance sheet are resolved (assets collected and liabilities fixed), the insolvency
proceeding will remain open. In addition, estates are subject to federal tax reporting and
escheatment requirements after the final distribution. The estates listed below have been in

liquidation for ten years or more.

Executive Life & ELIC Opt Out Trust:

Continuing asset recovery, via complex litigation, has required the estate to remain open. The
Commissioner’s lawsuit against Altus S.A. et al was resolved in the fourth quarter of 2015. The
estate is contemplating making a final distribution in spite of uncertainties regarding the federal
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income tax ramifications of the Altus settlement, plus there is a disputed claim for a contingent
attorney fee arising from the settlement. The estate and associated trust will be required to
complete any escheatment of unclaimed funds post the final distribution. Since the estate was
transferred to the CLO in 1997, the estate has recovered $906 million from litigation and
distributed $737 million to claimants. Assets presently in the estate will fund final distributions
and operations.

Fremont Indemnity Company:

The Fremont estate is in the final stages of completing the run off of its extensive reinsurance
program. Once the remaining treaties are commuted or otherwise resolved, the estate will be in
position to determine and settle all class 2 (policyholder) liability, the majority of which is
comprised of the state guaranty fund claims. Thereafter the estate will petition the court for
approval of a final distribution and closing orders. The estate has distributed in excess of $1 billion
dollars in early access distributions to state guaranty funds since 2003. The estate released its
11" early access distribution in 2015 for approximately $14 million. Other than one pending claim
dispute the estate is not facing any other material litigation or legal impediments.

Frontier Pacific Insurance Company:

All substantive activities of the estate were completed in 2015. On June 23, 2015 the Liquidation
Court approved a final distribution, and, essentially, a closing order. All creditors were paid in
July 2015, and the estate remains open only for statutorily required escheatment, and upon its
completion, a Declaration of Compliance will be filed by the estate. The estate will be closed in
2016.

Golden Eagle:

The estate is in long-term run off. All policyholder claims have been 100% reinsured and
policyholder claims are being paid timely, Golden Eagle remains liable to the policyholders
should the reinsurance not suffice to satisfy all claim obligations. The reinsurance program is
believed to have sufficient coverage to accommodate all remaining claims exposure. Until all
claims are resolved or paid out, the estate must remain open. The CLO acts in a pure
monitoring capacity to ensure that the reinsurance contract continues to pay all claims.

Great States:

The estate continues to seek a resolution to a dispute regarding the American Home Assurance
Surety Bond matters in California and Arizona. The estate continues to work with California
Insurance Guarantee Association for certain claim documentation to support ongoing billing of
the surety. In an effort to resolve the balance of the surety in California, the parties continue to
explore commutation possibilities. In Arizona the estate is working with the Arizona Insurance
Guaranty Fund which had a substantial hiatus in billing the surety, and then, the estate believes,
billed the surety for less than they should have. The estate is actively working with Arizona to
resolve the matter, but has not resolved the issue yet. To date, the estate has distributed 40.3
percent of the paid losses to the Insurance Guarantee Associations.
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HIH America Compensation & Liability:

All substantive activities of the estate were completed in 2015. On December 31, 2015, the
estate received an order from the Liquidation Court approving the final distribution of assets,
essentially closing the estate. The final distribution of approximately $15 million was made in
2016 and the estate is now closed.

Mission/ Mission National:

In 2012, Mission Insurance Company and Mission National Insurance Company each applied to
the United States Department of Justice (DOJ) for a release from super-priority claims. The DOJ
has filed two claims for substantial EPA liability. Two more claims will be filed, with the
possibility of one additional claim to be filed. Both Mission Insurance Company and Mission
National Insurance Company are in discussion with the DOJ in efforts to resolve the EPA
claims. All policyholder claims in both estates have been paid 100%.

Superior National Insurance Companies in Liquidation (SNICIL):

The SNICIL estates have $125 million of collectible reinsurance still on the books. Nearly all of
the collectible reinsurance involves long tail workers’ compensation business; thus, the strategy
is to attempt to commute the remaining balances. This will continue to require a significant
amount of time and effort to commute all of the reinsurance contracts and programs. All of the
known liabilities have been determined except the finalization of the Guaranty Association
claims. Collectively, the estates have distributed approximately of $1.5 billion in early access
distributions to state guaranty funds since 2001.The estates completed the 12th early access
distribution in 2015 for approximately $19.3 million.

Western Employers:

Western Employers underwrote coverages on very long-tail exposures (workers’ compensation,
asbestos, pollution, etc.) and had been subject to extensive litigation associated with claims that
exceed state guaranty fund coverage limits or were altogether not covered by the guaranty
funds. The CLO worked to overcome pre-receivership record-keeping issues inherited at the
time of liquidation. Western Employers has several high limit claims that have not reached
policy attachment points and as those liabilities are not liquidated, the estate still must obtain a
court order before those claims can be determined as to liability against the estate. Western
Employers coverage included many liability policies that had produced toxic tort claims at EPA
Super Fund clean-up sites. Under Federal priority statutes, the Federal Government is entitled
to verification that all policy liability is extinguished for the clean-ups; otherwise they believe they
have a direct right of access to the policy. The estate worked closely with the United States
Department of Justice and obtained a Federal Release waiver, meaning that the estate has no
residual liability to the United States. The settlement with the Unites States allowed the estate to
distribute $35 million to Guaranty Associations and another $19 million to non-Guaranty
Association approved creditors. The estate will concentrate on resolving the remaining creditor
claims and getting a final distribution accomplished.
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Claims History

Property and Casualty Estates

Estate Liquidation Date ProofFO”L(d:Iaims Pro;l;gl\(/l(lazims Sggr;
American Sterling 10/26/2011 93 93 0
Frontier Pacific 11/30/2001 43,573 43,573 0
Fremont 7/2/2003 45,669 45,372 297
Golden Eagle ° 2/18/1998 n/a (see below)

HIH (2 estates) 5/8/2001 3,175 3,173 2*
Mission (2 estates) 2/24/1987 141,646 141,646 0
SeeChange 1/28/2015 154 0 154
Superior (5 estates) 9/26/2000 13,936 13,893 43
Western Employers 4/19/1991 9,809 9,772 37
Total: 258,055 257,522 533
5 Golden Eagle is not subject to a finding of statutory insolvency. All claims are covered under a
reinsurance agreement and are being paid by the reinsurer.
* Both open claims are on the Great States estate and relate to the inability to close the Arizona and
California surety bond issues.
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Life Insurance Estates

Executive Life Insurance Company: Executive Life is a life insurance company and has policies
rather than claims. There were 327,000 policies/contracts at time of liquidation.

Fremont Life Insurance Company: Fremont Life transferred approximately 3,500 in-force
policies to assuming insurers via reinsurance and/or co-insurance agreements prior to
conservation. All policy administration is handled by the successor insurers. The estate is a
wholly owned subsidiary of the Fremont Indemnity insolvency estate.

Golden State Mutual Life Insurance Company: Golden State transferred approximately 120,000
in-force policies to an assuming insurer via a reinsurance agreement. All remaining policy
liabilities not assumed through the reinsurance transaction were covered by the National
Organization of Life and Health Insurance Guaranty Associations (NOLHGA) via a consensual
agreement approved by the liquidation court.

2016 Business Goals

The 2016 Business Plan is focusing on estate closings and distributions.

Entering 2016, there are 18 open estates under management by the CLO. The open estates
consist of 14 Property & Casualty estates and four Life/Health estates. Our goal in 2016 is to
close five estates and distribute $192.1 million.

Starting 2016, we have 23 full-time employee equivalents. We will re-assess staffing
requirements throughout the year and will make any changes deemed necessary.

The 2016 Goals are as follows:

1. Close 5 Estates®
- Fremont Life Ins. Co.

- Golden State Mutual Life Ins. Co.
- HIH America Compensation & Liability Ins. Co.
- American Sterling Ins. Co.

- Frontier Pacific Ins. Co.

6Closing is defined as fully releasing the Commissioner from all legal responsibilities for an estate.

California Department of Insurance Page 194
2015 Annual Report



Conservation & Liquidation Office

2. Early Access, Interim, and Final Distributions

Early Access and Interim Distributions:

Superior National EStates.............cvuciiiiiiiiiiiiiie e $15,000,000
[T T0) | SRR $12,000,000
Executive Life (OPt-IN) ... $94,000,000
Executive Life (OPt-OUL) .........uuuuumiiiiiiiiiiiiiiiiiiiiiii e $46,000,000

Final Distributions:

HIH America Compensation & Liability Ins. CO. ............euviviiiiiiiiiiinnns $14,800,000

AMENICAN SEEITING ....vvueiiiiiiiiiiii e aaaaaaaaaaes $6,000,000

FrEIMONE L @ e et $1,000,000

ClOSEA EStAES ...ttt et e e $3,300,000

L) = | P $192,100,000
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Conservation or Liguidation Estates Opened During the Year 2015

- None.

Conservation or Liguidation Estates Closed During the Year 2015

- Enterprise Ins. Co.

- Majestic Ins. Co.

- Pacific National Ins. Co.

American Sterling Ins Co
Bxecutive Life lns Co
FremontIndemnityCo
Frontier Pacific Ins Co
Great States Ins Corp

HIH America Ins Co
MajesticIns Co
MissionIns Co

Mission National Ins Co
Enterprise Ins Co

Pacffic National Ins Co
California CompIns Co
Combined Benefits Ins Co
Superior National Ins Co
Superior Pacific Cas Co
Commercial Comp Cas Co

Western Employers Ins Co

Conservation & Liquidation Office
Current Year and Cumulative Distributions by Estate
Year Ended 123172015 Cumulative to 12312015
Federal and Federal and

Policyholders  State Claims ~ General Creditors Total Policy holders State Claims ~ General Creditors Total
20507217 205,072.17
737.275,943.35 137.275,943.35
14,39%.676.70 14.3%,676.70  1,020,120,980.85 1,020,120,980.85
11,581.329.97 11,581,329.97 3,021,446.19 36,021,446.18
10,194,762.54 10,14,782.54
(1,913 577.60) (1,81357760)  326,585,350.38 326,586,330.39
3100,000.00  3,100,000.00 1238212358 12382123.8
846,832560.39 111,13228 26566428858 1,112607981.25
499,851,864.00 2107132629 526929,190.29
12057341397 3968038 1207560289  132688,697.22
%,251,816.79 56,251,816.79
9,933,987.00 9,933,987.00 912,533,081.14 912533,081.14
23,554.00 23,554.00 26,078,314.00 26,078,314.00
5,544,554.00 5,544,554.00 412,154,724.18 $12154724.18
3,000,000.00 3,000,000.00 48,969,739.19 46,969,739.19
797,066.00 797,066.00 97,984,309.64 97,984,309.64
5405668041  59,658.98 54,116,349.39 12224667893 59,668.98 122,306,347.91
9742027048 5966898 3100,00000 10057993946 527184107772 210481.62 317199,341.34 5589,250,900.68

*Since administration was transferredto CLOn 1997,

7 Fremont Life, Golden Eagle, Golden State Mutual, and SeeChange estates are not included on this
schedule as no distributions have occurred.
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Estates in Conservation and/or Liquidation as of December 31, 2015

Estate Name

Date Conserved

Date Liquidated

American Sterling Insurance

Insurance Company

09/26/11 10/26/11
Company
California Compensation 03/06/00 09/26/00
Insurance Company
Combined Benefits Insurance 03/06/00 09/26/00
Company
Commercial Compensation 06/09/00 09/26/00
Casualty Company
Executive Life Insurance 04/11/91 12/06/91
Company
Fremont Indemnity Company 06/04/03 07/02/03
Fremont Life Insurance 06/05/08 .
Company
Frontier Pacific Insurance 09/07/01 11/30/01
Company
Golden Eagle Insurance 01/31/97 02/18/98
Company
Golden State Mutual Life 09/30/09 01/28/11
Insurance Company
Great States Insurance 03/30/01 05/08/01
Company
HIH America Comp. & 03/30/01 05/08/01
Liability Insurance Company
Mission Insurance Company 10/31/85 02/24/87
Mission National Insurance 11/26/85 02/24/87
Company
SeeChange Health Insurance 11/19/14 01/28/15
Company
Superior National Insurance 03/06/00 09/26/00
Company
Superior Pacific Casualty 03/06/00 09/26/00
Company
Western Employers 04/02/91 04/19/91

*No Liquidation Order obtained
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Report on Individual Estates

Each estate has its own unique set of challenges to monetizing assets, valuing claims,
distributing assets, and closing. No two estates are the same. The remaining portion of Section
2 provides a brief summary of the 2015 operating goals and results, the current status of the
estate in the conservation or liquidation process, and summarized financial information.®

In reviewing the financial information, the following must be taken into account:

The Statement of Assets and Liabilities have been prepared on the liquidation basis of
accounting. Under the liquidation basis of accounting, assets reported on the financial
statements are assets that are determined to be collectible. The liabilities may change
during the course of the liquidation depending on the types of business written by the
company, and as claims are reviewed and adjudicated.

No estimates for future administrative expenses are included in the liabilities, unless the
estate has been approved for final distribution and closure by the Court.

California Insurance Code Section 1033 prescribes that claims on estate assets are paid
according to a priority, except when otherwise provided in a rehabilitation plan. The
probability of a valid claim being paid is dependent on the valuation of the claim, the
order of preference of the claim, and the amount of funds remaining after other claims
having higher preference have been discharged. Each priority class of claims must be
fully paid before any distribution may be made to the next priority class. All members of a
class receiving partial payment must receive the same pro-rata amount.

For estates where available assets are insufficient to pay all policyholder claims, the
CLO intentionally does not evaluate the lower priority proofs of claims, since to do so
would incur unnecessary administrative time and expenses, reducing funds available for
distribution to higher-priority claimants.

Shareholders receive any remaining residual value of the estate’s net assets only after
the general creditors have been paid.

Beginning Monetary Assets at takeover represent cash and investment balances at the
time of liquidation or, in cases where the estate was first liquidated and managed by
other parties, at the time the estate was taken over by the Conservation & Liquidation
Office.

8 Estates under management of the CLO have an annual independent review of its financial statements.
Copies of the independently reviewed financial statements can be accessed through the CLO webpage
(www.caclo.org). Annual audits or reviews are waived for estates with little or no assets or activity.
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SECTION 2: ESTATE SPECIFIC INFORMATION

American Sterling Insurance Company

Conservation Order: September 26, 2011
Liquidation Order: October 26, 2011

2015 Report

American Sterling Insurance Company (ASIC) was a California domiciled property and casualty
insurance company formerly located in Laguna Nigel, California. ASIC is a wholly owned
subsidiary of American Sterling Corporation (ASC), a California corporation. ASIC has a wholly
owned subsidiary American Sterling Productions, Ltd, which in turn has four wholly owned
subsidiaries, three that appear dormant and one that held a material real estate investment.

ASIC was licensed to write multiple classes of coverage. Pre-liquidation ASIC wrote only liability
and automobile classes of insurance in Arizona, Kansas, and Nevada. ASIC was not writing
business in California.

Due to a lack of adequate cash flow to meet claims and overhead obligations, ASIC and its
subsidiaries were placed into conservation on September 26, 2011. No immediate or reliable
prospect of new cash materialized through efforts of the shareholder. As a result, the
conservator had to seek an insolvency order to trigger the state guaranty funds to timely honor
claims payments. ASIC and its subsidiaries were placed into liquidation on October 26, 2011.

As of December 31, 2011, all open policyholder claims had been transferred to the three
participating IGAs, 30-day cancellation notices were issued at liquidation to all in force
policyholders. All claims have been determined through a formal POC process and are
essentially ready for payment subject to monetizing the final estate asset.

The focus of the estate in 2015 was to take possession and monetize the final real estate asset
in the liquidation estate. ASIC foreclosed its security interest in a residential property in Orange
County that was pledged as collateral for a defaulted loan made by ASIC (Monarch Bay
residence). After failing to negotiate a consensual resolution with the long-term occupants of the
Monarch Bay residence, the estate was forced to file an unlawful detainer action and pursue a
formal eviction process.

The estate continues to operate through year—end 2015 without sufficient cash to honor all
claims and cover the estimated administrative cost to close the insolvency proceeding. In 2015
the estate took full possession of the Monarch Bay residence, cleaned, and repaired the
property and placed it under an exclusive listing agreement. The estate is working through a
number of purchase offers and hopes to secure a contract for sale in 2016. Upon the disposition
of the residence, the estate will petition the court for a final distribution and closing orders.
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American Sterling Ins Co

ASSETS AND LIABILITIES
As of Decemeber 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $6,910,800 $6,222,600
Other assets 131,600 131,600
Total assets 7,042,400 6,354,200
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 41,200 41,200
Claims against policies, before distributions 2,250,900 2,250,900
Less distributions to policyholders (205,100) (205,100)
All other claims 504,600 504,600
Total liabilities 2,591,600 2,591,600
Net assets (deficiency) $4,450,800 3,762,600
INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income ! 2014 g 2015
Investmentincome $19,500 $6,700
Salvage and other recoveries 46,600 3,300
Total income 66,100 10,000

Expenses 2014 2015
Loss and claims expenses 88,400 -
Administrative expenses 369,100 698,200
Total expenses 457,500 698,200
Netincome (loss) ($391,400) ($688,200)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover .........c.ccceroieincincinenneene, $104,500
Recoveries, Net Of EXPENSES ..ot 6,323,200
DiISTDULIONS ...t ne s (205,100)
Monetary assets available for distribution ..........ccccccovvveiiinnncienie, $6,222,600
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Executive Life Insurance Company

Conservation Order: April 11, 1991
Liquidation Order: December 6, 1991

2015 Report

Executive Life Insurance Company (ELIC) was placed in conservation by order of the Los
Angeles County Superior Court on April 11, 1991. At the time, ELIC, which had more than
330,000 policyholders, was the largest life insurance insolvency in United States history. In the
summer and fall of 1991, the Commissioner conducted an auction seeking bids to acquire the
junk bond portfolio and insurance assets of ELIC. In December 1991, the Commissioner’s
selection of a group of French and European investors (the Altus/MAAF group) as the winning
bidder and the transaction was approved by the Conservation Court.

In March 1992, ELIC’s junk bond portfolio was transferred to Altus Finance for a purchase price
of approximately $3 billion. In August 1993, the Court approved a final Rehabilitation Plan
under which the majority of ELIC’s assets and its restructured insurance policies were
transferred to a new California insurance company created by the European consortium that
had won the 1991 bid. The Rehabilitation Plan became effective in September 1993. Under the
terms of the Rehabilitation Plan, former ELIC policyholders were given a choice either to accept
new coverage (Opt In) from Aurora National Life Assurance Company (Aurora) or to terminate
their ELIC policies (Opt Out) in return for a pro rata share of ELIC’s assets. The Rehabilitation
Plan also provided for the establishment of various trusts, collectively known as the
Enhancement Trusts, to marshal and distribute assets for the benefit of former ELIC
policyholders.

The Commissioner commenced a civil action in 1999 against Altus Finance S.A. (Altus) and
other defendants alleging that they had acquired the junk bond portfolio and insurance assets of
ELIC through fraud. Settlements were reached with Altus and some of the other co-defendants
in 2004 and 2005.

A trial against the remaining defendant in 2005 resulted in a jury verdict finding Artemis S.A., a
two-thirds owner of Aurora, liable for knowing participation in a conspiracy with members of the
Altus/MAAF group to defraud the Commissioner, but the Commissioner was not awarded
damages. In August 2008, the jury’s verdict of liability was upheld on appeal and the case was
remanded to the U.S. District Court for a new trial on the issue of damages.

Continuing asset recovery, via complex litigation, has required the Estate to remain open. The
new trial concluded on October 29, 2012 and the jury rendered a verdict finding no damages.
On April 2, 2013, the trial court reinstated the restitution award in favor of the Commissioner and
entered judgment against defendant Artemis in the amount of $241,092,020 less a credit of
$110,000,000 that the Commissioner received at an earlier date. The Commissioner appealed
to the U.S. Court of Appeals for the Ninth Circuit and on April 16, 2013, the U.S. District Court
issued an order staying execution of the restitution judgment pending the appeal decision. On
April 24, 2013 defendants, Artemis S.A. filed its Notice of Cross-Appeal against the restitution
judgment.
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In accordance with the U.S. Appeals Court Ninth Circuit briefing schedule, the Commissioner
and defendants have completed briefing the court.

Continuing asset recovery, via complex litigation, has required the estate to remain open. The
Commissioner’s lawsuit against Altus S.A. et al was resolved in the fourth quarter of 2015. The
estate is contemplating making a final distribution in spite of uncertainties regarding the federal
income tax ramifications of the Altus settlement, plus there is a disputed claim for a contingent
attorney fee arising from the settlement. The estate and associated trust will be required to
complete any escheatment of unclaimed funds post the final distribution. Since the estate was
transferred to the CLO in 1997, the estate has recovered $906 million from litigation and
distributed $737 million to claimants. Assets presently in the estate will fund final distributions
and operations.

ELIC vs Indentured Trustee Policyholders

The estate is a party to a proceeding brought by certain Indenture Trustee policyholders who
challenged various CLO administrative expenses for the period of January 1, 1997 to June 30,
2008. The Court issued an order on December 7, 2009 approving those expenses and
subsequently denied the request by the Indenture Trustee policyholders for attorney fees. On
February 4, 2010, the Indentured Trustee Policyholders filed a Notice of Appeal against the
court’s approval of CLO administrative expenses of ELIC for the period January 1, 1997 to June
30, 2008 (approximately $12 million), as well as the court’s denial of ITP’s attorney fees of
$395,730.50. The ITP’s appeal brief was filed in December 2010 and the Commissioner’s
response brief was filed January 27, 2011. The appeal was scheduled for hearing on December
13, 2013, but prior to the hearing date the parties agreed to settle the litigation for a
consideration of $300 million, subject to approval of the court. This matter is now closed.

ELIC Opt-Out Trust

The Opt-Out Trust receives approximately 33% of ELIC assets, which are distributed to
approximately 27,300 former ELIC policyholders (“Opt-Outs”) who elected to terminate their
policies. A distribution of $211 million of Altus Litigation Funds was made to Opt-Out
policyholders in February 2006. Presently the remaining assets of the Opt-Out Trust consist of
distributions allocated to policyholders with whom contact has been lost, in most cases due to
bad addresses (such funds will be escheated to the last known state of residence). This trust
however, continues to remain open to effect additional distributions to Opt-Out policyholders if
the Commissioner is successful in the ELIC estate’s pending litigation.
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Executive Life Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $23,792,600 $108,613,900
Other assets 592,900 89,095,900
Total assets 24,385,500 197,709,800
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 3,025,500 2,701,100
Policyholder liability 6,607,487,900 6,835,111,200
All other claims 428,800 428,800
Total liabilities 6,610,942,200 6,838,241,100
Net assets (deficiency) ($6,586,556,700) ($6,640,531,300)
INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income ’ 2014 ’ 2015
Investmentincome $315,600 $84,816,300
Litigation recoveries - 90,305,100
Miscellanoues income 2,600 (2,900)
Total income 318,200 175,118,500

Expenses 2014 2015
Administrative expenses 2,346,800 1,584,400
Interest on policyholder liability 227,262,800 227,508,600
Total expenses 229,609,600 229,093,000
Netincome (loss) ($229,291,400) ($53,974,500)

CHANGE IN MONETARY ASSETS °

Beginning monetary assets at tak€oVer ..........ccoccvevreninencenecnereeene $112,111,400
Recoveries, net of expenses .......ccccoceeeenene 733,778,400
(DT ES3 11 o TUN i o =S (737,275,900)
Monetary assets available for distribution ..........ccoeovveiiivciencccecices $108,613,900

® This schedule represents changes in monetary assets from August 1, 1997, when Executive Life's
estate accounting was transferred to the CLO, to December 31, 2010.
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ELIC Opt Out Trust

ASSETS AND LIABILITIES

of December 31, 2012 and December 31,

2013
Assets 12/31/2012  12/31/2013
Cash and investments $8,534,600 $8,415,800
Total assets 8,534,600 8,415,800
Liabilities 12/31/2012  12/31/2013
Secured claims 6,132,600 6,130,200
Unclaimed funds payable 2,240,200 2,238,500
Payable to Affiliates 571,460 571,500
Reserve for administrative expenses (409,600) (524,400)
Total liabilities 8,534,600 8,415,800

INCOME AND EXPENSES

For Year Ended December 31, 2012 and 2013

Income and Expenses 2012 2013
Investment income $253,900 $53,500
Administrative expenses 194,900 163,200
Net income (loss) $59,000 ($109,700)
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ELIC Opt Out Trust

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $8,103,400 $7,987,900
Total assets 8,103,400 7,987,900
Liabilities 12/31/2014 12/31/2015
Secured claims 5,956,600 5,955,600
Unclaimed funds payable 2,238,500 2,236,600
Payable to Affiliates 590,000 590,000
Reserve for administrative expenses (681,700) (794,300)
Total liabilities 8,103,400 7,987,900
INCOME AND EXPENSES

For Year Ended December 31, 2013 and 2014

Income and Expenses ’ 2014 Y 2015
Investmentincome $92,500 $75,600
Miscellanoues income 100 -
Administrative expenses 250,000 188,200
Netincome (loss) ($157,400) ($112,600)
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Fremont Indemnity Company

Conservation Order: June 04, 2003
Liquidation Order: July 02, 2003

2015 Report

Fremont was authorized as a multi-line property and casualty insurer, but at the time of
liquidation operated as a “monoline” workers’ compensation insurer writing only workers’
compensation and employer liability coverage in 48 states. Fremont is the successor by merger
of six affiliate insurers that were under the common ownership of Fremont Compensation
Insurance Group, Inc. (“FCIG”), Fremont’s immediate parent company. FCIG was wholly owned
by a publicly traded holding company, Fremont General Corporation (“FGC”). Approximately
65% of Fremont’s workers’ compensation claims are attributable to business written in
California. Most of the general liability business was assumed by a group of life insurance
companies and administered through a third party administrator named Riverstone. The “Claims
Bar Date”, or the final date to submit a claim against the insolvent entity, was June 30, 2004.

All legal disputes, with the exception of one Order to Show Cause proceeding associated with a
toxic tort claim, have been resolved. The unresolved matter is proceeding in the liquidation
court, but the parties are actively negotiating a settlement of the dispute without litigating the
myriad of issues. The estate appears well positioned to avoid costly litigation and secure a
reasonable compromise of the disputed claim in 2016.

The estate continues to bill and collect on the remaining active reinsurance treaties, as well as
seek commutations where advantageous.

The estate released its eleventh early access distribution in July 2015. The estate is planning a
twelfth early access distribution in 2016.
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Fremont Indemnity Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $70,274,400 $58,122,600
Recoverable from reinsurers 39,373,400 40,017,500
Other assets 19,556,500 18,540,700
Total assets 129,204,300 116,680,800
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 15,631,600 15,631,600
Claims against policies, before distributions 3,130,912,400 3,124,572,500
Less distributions to policyholders (1,005,724,300) (1,020,121,000)
All other claims 319,903,600 321,418,800
Total liabilities 2,460,723,300 2,441,501,900
Net assets (deficiency) ($2,331,519,000) ($2,324,821,100)
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income ! 2014 g 2015
Investmentincome $800,200 $616,600
Salvage and other recoveries 26,826,200 11,846,500
Total income 27,626,400 12,463,100

Expenses 2014 2015
Loss and claims expenses 83,312,300 3,235,200
Administrative expenses 2,404,300 2,932,500
Total expenses 85,716,600 6,167,700
Netincome (loss) ($58,090,200) $6,295,400

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover .........c.ccorieeneineineneeee, $434,855,900
Recoveries, net of expenses 643,387,700
DiISTBULIONS ... ne (1,020,121,000)
Monetary assets available for distribution ... $58,122,600
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Fremont Life Insurance Company
Conservation Order: June 05, 2008

2015 Report

Fremont Life Insurance Company (“Fremont Life”), a California domiciled life insurance
company was located in Costa Mesa, California. Fremont Life was a wholly owned subsidiary
of Fremont Compensation Insurance Group Inc., whose ultimate parent is Fremont General
Corporation (“FGC”). FGC filed for protection under Chapter 11 of the U.S. Bankruptcy Code in
June 2008. At the time of the parent’s bankruptcy filing Fremont Life was unable to maintain the
minimum required capital and surplus of $4.5 million. At about the time of the subsequent
bankruptcy filing by its parent FGC, the California insurance regulators opted to seek a
conservation of Fremont Life.

All in-force insurance contracts have been transferred to successor insurance companies, and
the operations of Fremont Life have been discontinued. The conserved estate has the
responsibility to ensure all risk associated with the remaining policies and life products are
properly assumed by the successor insurers.

The estate is also working with the California Department of Justice to seek a satisfaction of
judgment thereby resolving an outstanding restitution order the conservation estate is subject to.

Once the restitution requirements and a third party settlement are approved by the court the
estate will be positioned to complete a final assumption transaction for the few policies
associated with the restitution case and there after petition the court for authority to make a final
distribution and close the conservation estate.
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Fremont Life Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $1,515,400 $1,503,600
Other assets 500 500
Total assets 1,515,900 1,504,100
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 6,600 10,800
All other claims 1,609,200 1,609,200
Total liabilities 1,615,800 1,620,000
Net assets (deficiency) (99,900) ($115,900)
INCOME AND EXPENSES
For Year Ended December 31, 2014 and 2015
r r
Income 2014 2015
Investmentincome $16,800 $54,000
Total income 16,800 54,000
Expenses 2014 2015
Administrative expenses 71,300 70,000
Total expenses 71,300 70,000
Netincome (loss) ($54,500) ($16,000)
CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION
Beginning monetary assets at takeover .........ccccccceveievecinecesecceneene $1,443,100
Recoveries, Net Of EXPENSES ..o 60,500
Monetary assets available for distribution ... $1,503,600
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Frontier Pacific Insurance Company

Conservation Order: September 7, 2001
Liquidation Order: November 30, 2001

2015 Report

Frontier Pacific Insurance Company (“FPIC”), a California domiciled property and casualty
insurer, was licensed in California, Nevada, New York, and South Carolina. FPIC primarily wrote
surety and private passenger auto liability. In August 2001, FPIC’s parent company, Frontier
Insurance Company (“FIC”) of New York, voluntarily entered rehabilitation under the control of
the New York Liquidation Bureau. As a result of the FIC rehabilitation, reinsurance recoverables
due to FPIC from FIC were never paid. A subsequent financial examination by the California
regulators disallowed the FIC reinsurance receivable, resulting in a negative surplus by FPIC.
FPIC was insolvent and an Order of Liquidation was obtained on November 30, 2001. The
“Claims Bar Date,” or the final date to submit a claim against the estate, was August 30, 2002.

All substantive activities of FPIC were completed in 2015. The Court approved a final
distribution, which occurred in July 2015. The estate remained open at year-end only for a
check reissuance and/or escheatment process after which a Declaration of Compliance will be
sought and the estate closed.

In July 2015, the estate completed its final distribution in the amount of approximately $11.6
million. The remaining task to escheat unclaimed property is underway and is anticipated to be
completed in 2016. Upon completion, the estate will file its Declaration of Compliance
discharging the Insurance Commissioner as Liquidator and closing Frontier Pacific.
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Frontier Pacific Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $11,960,400 $1,084,600
Recoverable from reinsurers 825,000 -
Other assets 1,358,200 -
Total assets 14,143,600 1,084,600
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 4,745,100 1,134,800
Claims against policies, before distributions 42,608,000 42,249,400
Less distributions to policyholders (24,440,100) (36,021,400)
All other claims 8,675,600 8,675,600
Total liabilities 31,588,600 16,038,400

Net assets (deficiency)

($17,445,000)

($14,953,800)

INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income 2014 2015
Investmentincome $122,100 $87,300
Salvage and other recoveries 10,400 900
Total income 132,500 88,200

Expenses 2014 2015
Loss and claims expenses 5,367,000 (2,689,700)
Administrative expenses 1,129,700 638,000
Total expenses 6,496,700 (2,051,700)
Netincome (loss) ($6,364,200) $2,139,900
CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION
Beginning monetary assets at takeover $18,531,900
Recoveries, Net Of EXPENSES ... 18,574,100
(D IESY (1 o101 ([0 4 =R (36,021,400)
Monetary assets available for distribution ..........ccccoceoieininninniieceiees $1,084,600
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Golden Eagle Insurance Company

Conservation Order: January 31, 1997
Rehab./Liquidation Plan Approved: August 4, 1997
Liquidation Order: February 18, 1998

2015 Report

Golden Eagle Insurance Company (“Golden Eagle”) is the subject of a Plan of Rehabilitation
and Liquidation (“Plan”) approved by the Superior Court in 1997. Under the Plan, Golden
Eagle’s insurance operating assets and future business were sold to affiliates of Liberty Mutual
Insurance Company. The Plan also provides for an orderly “run-off” of claims under Golden
Eagle’s pre-1997 insurance policies, a process which is ongoing.

As part of the process to run off the remainder of the Golden Eagle estate, additional
reinsurance coverage was purchased from Liberty Mutual affiliates to cover all the remaining
covered insurance policy exposures. Because payment in full of Golden Eagle’s insurance
liabilities is provided for under the Plan, the Liquidation Order does not contain a formal finding
of insolvency, and thus the claim payment obligations of the Insurance Guaranty Associations
(IGAs) have not been triggered. As a result, no bar date has been set for the filing of insurance
claims covered under a Golden Eagle policy. Such claims will continue to be received, adjusted,
and paid in the ordinary course of the run-off of Golden Eagle’s policyholder liabilities. The IGAs
remain as a back-up in the unlikely event that the claims payment assets available under the
Plan are exhausted prior to the final policyholder claim payment. The judicial proceeding (and
the liquidation estate) may need to be kept open to allow for IGA coverage to be triggered in the
event the existing claims paying capacity provided for under the Rehabilitation Plan is
exhausted, although the Commissioner and the Superior Court are exploring options for
terminating the legal proceeding while the run-off process continues, while preserving the rights
of policyholders to receive payment on their claims.

All remaining policyholder claims are being administered and paid under the Plan’s indemnity
reinsurance and excess of loss reinsurance agreements with Liberty Mutual affiliates.
Policyholder claims continue to run off within the range of expected cost and reinsurance
coverage; however, the Commissioner has engaged a consulting actuary to prepare updated
projections of claim payout patterns. Absent a court order to the contrary, until the entire
remaining exposure is paid, assumed, or novated, the estate must remain open to monitor the
long-term claim run-off and to give policyholders access to appeal rights through the OSC
process that is incorporated into the Rehabilitation Plan.

The only assets that remain in the estate consist of a reserve to fund the administrative
expenses that the CLO will incur while monitoring the duration of the run off process.
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Golden Eagle Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $1,841,800 $1,730,500
Total assets 1,841,800 1,730,500
Liabilities 12/31/2014 12/31/2015

Secured claims and accrued expenses - -
Total liabilities - -
Net assets (deficiency) $1,841,800 $1,730,500

INCOME AND EXPENSES
For Year Ended December 31, 2014 and 2015

Income Y 2014 Y 2015
Investmentincome $20,800 $16,800
Salvage and other recoveries 2,700 -
Total income 23,500 16,800

Expenses 2014 2015
Administrative expenses 53,200 128,100
Total expenses 53,200 128,100
Netincome (loss) ($29,700) ($111,300)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets attakeover ™ ..., $2,029,000
Recoveries, Net Of EXPENSES ..o (298,500)
Monetary assets available for distribution ..........ccccoeevveviivcieseiceceees $1,730,500

10 As of December 31, 2006, when Golden Eagle's estate accounting was transferred to the CLO.
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Golden State Mutual Life Insurance Company

Conservation Order: September 30, 2009
Liquidation Order: January 28, 2011

2015 Report

Golden State Mutual Life Insurance Company (GSM), was a mutual life and health insurance
company domiciled and incorporated in California, with its principal place of business and home
office located in Los Angeles, California. Golden State’s business provided life insurance
products to the minority middle-income marketplace primarily in California, Texas, North
Carolina, Michigan, and lllinois.

As of June 30, 2009, Golden State filed its Quarterly Statement reporting surplus that was less
than the minimum paid-in capital and surplus required by the Insurance Code. Consequently,
Golden State was deemed statutorily impaired and placed into conservation on September 30,
20009.

In November 2009, the Conservator conducted a national “request for proposal” process
seeking a healthy successor insurer to purchase the mutual company or assume its book of
business. IA American Life Insurance Company (1A) was the successful bidder and the
Superior Court approved IA’s assumption of all in-force GSM policies on June 24, 2010.

By December 2010, after the assumption by IA, the Conservator determined Golden State’s
estimated liabilities exceeded its estimated remaining assets by over $3 million. A hearing on
the Liquidation Motion was held on January 28, 2011, and an order of insolvency was entered.

During 2015, Golden State obtained court approval and completed the sale of its final assets.
On December 30, 2015 the court entered its closing order for the liquidation estate subject to
some procedural filings with the court — a final accounting and declaration of compliance.

The estate is positioned to make its final filings with the court in early 2016 and will formally
close.
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Conservation and Liquidation Office

Golden State Mutual Life Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $227,200 $162,000
Other assets 190,000 -
Total assets 417,200 162,000
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 1,026,000 1,026,000
Policyholder claims 1,664,200 1,664,200
All other claims 7,571,900 7,571,800
Total liabilities 10,262,100 10,262,000
Net assets (deficiency) ($9,844,900) ($10,100,000)
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income g 2014 g 2015
Investmentincome (loss) $2,400 $1,300
Other income 75,100 21,700
Total income 77,500 23,000

Expenses 2014 2015
Administrative expenses 236,400 278,200
Total expenses 236,400 278,200
Netincome (loss) (158,900) (255,200)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover $72,139,200
Recoveries, Net Of EXPENSES ... (71,977,200)
Monetary assets available for distribution $162,000
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Conservation and Liquidation Office

HIH America Comp. & Liability Insurance Company

Conservation Order: March 30, 2001
Liquidation Order: May 8, 2001

2015 Report

HIH America Compensation Liability Insurance Company (HIH) was domiciled in California and
licensed to transact business in 31 states with California being the primary state, accounting for
82% of the business written. HIH wrote only workers’ compensation insurance. The “Claims Bar
Date,” or the final date to submit a claim against the estate, was December 2, 2001.

Given the number of states in which HIH wrote business, a significant effort was required at the
time of liquidation to properly transfer all open covered claims to the insurance guaranty
community. The estate had a significant amount of intercompany relationships with various
affiliates that required a considerable amount of work to resolve such intercompany balances.
Additionally, the estate had a significant reinsurance program that was placed under a run-off
plan.

The balance of the reinsurance program has been essentially run-off to conclusion. All material
assets have been collected or resolved. The estate collected periodic claim payments from the
insolvency estate of its parent company and has since received approval for the sale of the
unliquidated portion of the claim. With the resolution of the final upper layer reinsurance treaties
and assignment of the claim against the bankrupt parent, the estate was able to obtain court
approval in December 2015 for a final distribution in early 2016. The estate plans to file a
Declaration of Compliance in 2016 after release of the final distribution thereby formally closing
the estate.
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Conservation and Liquidation Office

HIH America Comp & Liability Ins Co

ASSETS AND LIABILITIES

As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $13,423,300 $15,087,100
Recoverable from reinsurers 664,900 -
Total assets 14,088,200 15,087,100
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 68,100 68,100
Claims against policies, before distributions 774,771,100 615,007,000
Less distributions to policyholders (328,499,900) (326,586,400)
All other claims 1,990,400 1,990,400
Total liabilities 448,329,700 290,479,100

Net assets (deficiency) ($434,241,500)

($275,392,000)

INCOME AND EXPENSES
For Year Ended December 31, 2014 and 2015

Income 2014 2015
Investmentincome $146,400 $128,600
Salvage and other recoveries (180,000) 400
Total income (33,600) 129,000

Expenses 2014 2015
Loss and claims expenses (4,431,600) (82,564,800)
Administrative expenses 289,600 434,800
Total expenses (4,142,000) (82,130,000)
Netincome (loss) $4,108,400 $82,259,000

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover

Recoveries, Net Of EXPENSES ...
[ TES] 1] o TUN(T0] o 1RO
Monetary assets available for distribution ..........ccccoceoieirinninncieceeee

$147,637,800
194,035,700
(326,586,400)

$15,087,100
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Conservation and Liquidation Office

Great States Insurance Company

Conservation Order: March 30, 2001
Liquidation Order: May 8, 2001

2015 Report

Great States Insurance Company was domiciled in California and was licensed to transact
business in 14 states. Great States wrote only workers’ compensation insurance and
concentrated in Arizona, Colorado, and Nevada. Great States wrote a minimal amount in
California and lllinois. The “Claims Bar Date,” or the final date to submit a claim against the
estate, was December 2, 2001.

A significant portion of the estate’s statutory deposits are held in the form of surety bonds and
are released as claims arise and formal awards are issued. The entity that has issued the surety
bond has offset rights related to certain reinsurance recoveries by Great States. The process of
reconciling these releases and offsets has been an on-going requirement of the estate.

A significant portion of the estate’s statutory deposits are held in the form of surety bonds, which
pay as claims arise, and formal awards are issued.

The estate continues to seek a resolution of the surety bond issues with American Home
Assurance for bonds covering California and Arizona losses. In an effort to resolve the balance
of the surety in California, the parties continue to explore commutation possibilities but have not
reached an agreeable figure for resolution. In Arizona the estate is working with the Arizona
Insurance Guaranty Fund, which had a substantial hiatus in billing the surety, and then, the
estate believes, billed the surety for less than they should have billed. The estate is actively
working with Arizona to resolve the matter but has not resolved the issue yet. We are hopeful
that the matter can be properly addressed and resolved in 2016, which would position the estate
for closure in 2017. Only the California and Arizona claims are unresolved and there are not
material assets remaining for collection.

To date the estate has distributed 40.3% of the paid losses to the Insurance Guarantee
Associations
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Great States Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $20,599,600 $20,612,200
Recoverable from reinsurers 740,100 750,700
Total assets 21,339,700 21,362,900
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 26,000 24,200
Claims against policies, before distributions 79,121,100 76,051,200
Less distributions to policyholders (10,154,800) (10,154,800)
All other claims 11,917,600 11,917,600
Total liabilities 80,909,900 77,838,200
Net assets (deficiency) ($59,570,200) ($56,475,300)
INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income i 2014 g 2015
Investmentincome $230,000 $190,800
Salvage and other recoveries 290,100 1,707,300
Total income 520,100 1,898,100

Expenses 2014 2015
Loss and claims expenses (1,149,600) (1,374,300)
Administrative expenses 245,200 177,400
Total expenses (904,400) (1,196,900)
Netincome (loss) $1,424,500 $3,095,000

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at tak€OoVer ........ccocveveveeceeinincse e $7,889,700
Recoveries, Net Of EXPENSES ..o 22,877,300
(DS 1] o1 UL (e 1= USRS (10,154,800)
Monetary assets available for distribution ..........ccccecvvnininieneneseseniens $20,612,200
California Department of Insurance Page 219

2015 Annual Report



Conservation and Liquidation Office

Mission Insurance Company
Conservation Order: October 31, 1985

Liquidation Order: February 24, 1987

Mission National Insurance Company

Conservation Order: November 26, 1985

Liquidation Order: February 24, 1987

2015 Report

The Mission Insurance Companies’ insolvency proceedings began with a court-ordered
conservation of the Mission entity on October 31, 1985, with the balance of the entities being
conserved in November 1985. All were placed into conservation due to their hazardous financial
condition. Efforts to rehabilitate the companies did not succeed, and on February 24, 1987, the
companies were ordered into liquidation. Ancillary proceedings in California for Holland America
Insurance Company and Mission Reinsurance Company were initiated concurrent with the
Missouri Insurance Director’s obtaining a receivership order as the domiciliary liquidator.

In accordance with a court approved closing plan, the Mission estates completed a final
policyholder distribution in 2006 whereby all policyholder claimants for Mission, Mission
National, and Enterprise were paid 100% of their approved claim. As of year-end 2015, the
general creditors of the Mission estate have unsatisfied portions remaining on their approved
claims. The Enterprise estate closed in 2015 and has kept the shell open for tax purposes.

The Mission estates participate as members of a consolidated tax group (Covanta being the
parent) and, as such, are joint and severally liable for the tax exposure of the group. With
guidance and advice from tax counsel, the estates have established proper tax reserves for
certain open tax years. Covanta has commenced an audit with the Internal Revenue Service
(IRS) of the consolidated group returns for tax years 2004-2009. As of year-end 2015, Covanta
has resolved the audit with the IRS resulting in a settlement. The Mission estate has been
indemnified from certain tax issues from an approved rehabilitation plan implementation
agreement. Thus, the settlement of the tax issues should not affect the Mission estate.

The Mission estates contacted the Department of Justice (DOJ) in late 2011 in an effort to
obtain a federal claim waiver primarily to avoid any possibility of the federal government
presenting any late claims for toxic tort clean-ups where a Mission policyholder may have had
exposure. Given the federal priority statute, obtaining a waiver that the companies had
considered all the known potential policyholder liabilities prior to closure of the estate was of
paramount importance. Enterprise was given the waiver because the nature of its business did
not contain significant policyholder exposure for any government claims. Mission and Mission
National have continued to be engaged in a back and forth with the DOJ to give them all the
necessary documentation for the DOJ to issue the waiver. Owing to the nature of the two
remaining estates portfolio of policyholders, this has been a tedious, time consuming process
which we foresee continuing into 2016.
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Conservation and Liquidation Office

Mission Ins Co

ASSETS AND LIABILITIES

As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $110,903,600 $111,906,300
Recoverable from reinsurers 20,791,300 20,685,300
Other assets 23,816,400 23,816,400
Total assets 155,511,300 156,408,000
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 78,753,500 78,753,500
Claims against policies, before distributions 846,832,600 846,832,600
Less distributions to policyholders (846,832,600) (846,832,600)
All other claims 198,438,500 198,438,500
Total liabilities 277,192,000 277,192,000

Net assets (deficiency) ($121,680,700)

($120,784,000)

INCOME AND EXPENSES
For Year Ended December 31, 2014 and 2015

Income 2014 2015
Investmentincome $1,246,000 $1,025,700
Salvage and other recoveries 30,400 4,000
Total income 1,276,400 1,029,700

Expenses 2014 2015
Administrative expenses 882,500 133,000
Total expenses 882,500 133,000
Netincome (loss) $393,900 $896,700

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION
Beginning monetary assets at tak€oVer ..........cccoveeinneinnneiennseeens $133,667,000

Recoveries, net of expenses
Distributions.......ccceeeeveecvecivenneenne,

1,090,847,300

(1,112,608,000)

$111,906,300
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Conservation and Liquidation Office

Mission National Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $30,326,600 $32,500,700
Recoverable from reinsurers 2,706,800 2,473,200
Other assets 34,500 (9,600)
Total assets 33,067,900 34,964,300
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 17,753,800 17,753,800
Claims against policies, before distributions 596,098,500 596,098,500
Less distributions to policyholders (499,851,900) (499,851,900)
All other claims 16,838,100 16,838,100
Total liabilities 130,838,500 130,838,500

Net assets (deficiency)

($97,770,600)

($95,874,200)

INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income 2014 2015
Investmentincome $295,800 $288,800
Salvage and other recoveries 300 -
Total income 296,100 288,800

Expenses 2014 2015

Loss and claims expenses (4,087,100) -

Administrative expenses 246,800 (1,607,600)
Total expenses (3,840,300) (1,607,600)
Netincome (loss) $4,136,400 $1,896,400

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets attakeover .........ccccocvveiveiveceseccescenn, $18,289,000
Recoveries, Net Of EXPENSES ..o s 541,140,900
DS][ 1 o101 ([0 4 =R (526,929,200)
Monetary assets available for distribution ..........ccccoceoieeiinninniicceseee $32,500,700
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Conservation and Liquidation Office

SeeChange Health Insurance Company

Conservation Order: November 19, 2014

Liquidation Order: January 28, 2015

2015 Report

On November 19, 2014, the Insurance Commissioner of the State of California was appointed
as Conservator of SeeChange Health Insurance Company (SeeChange) by the Los Angeles
County Superior Court pursuant to Section 1011 of the California Insurance Code. The
Conservation Order authorizes the Commissioner, through his Conservation & Liquidation
Office, as Conservator to conduct the business of SeeChange or so much of the business as he
may deem appropriate. All policies terminated on December 31, 2014. Policyholders had 12
months from their termination date to file their claims.

On January 28, 2015, the Commissioner was appointed as Liquidator of SeeChange by the Los
Angeles County Superior Court pursuant to Section 1016 of the California Insurance Code. The
Liquidator is directed to liquidate and wind up the business of SeeChange and to act in all ways
and exercise all powers necessary for the purpose of the Order and the liquidation provisions of
the Insurance Code.

The proof of claim bar date was established as of December 31, 2015. The Receiver mailed
3,113 proofs of claim to policyholders, providers, brokers, employees, and other creditors. 154
creditors executed and returned their proofs of claim and the total stated value of the returned
proofs of claim is $28,911,183.42. The Centers for Medicare and Medicaid Services (CMS) has
filed claims totaling $5,205,759, which represents amounts due under CMS’s Affordable Care
Act program. All proofs of claim are in the process of being evaluated. CMS has asserted
federal priority statute status which will require a determination before it becomes meaningful to
adjudicate all other claims.
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Conservation and Liquidation Office

SeeChange Ins Co

ASSETS AND LIABILITIES
For Year Ended December 31, 2015

Assets 12/31/2014" 12/31/2015
Cash and investments $7,007,448 $7,194,567
Other assets 1,033,590 1,260,933
Total assets 8,041,038 8,455,500
Liabilities 12/31/2014" 12/31/2015
Policyholders claims 17,963,658 19,631,769
All other liabilities 6,556,741 4,565,424
Total liabilities 24,520,399 24,197,193
Capital and Surplus
Common stock 3,000,000 -
Additional paid-in capital 82,228,055 -
Unassigned surplus (101,707,416) -
Net assets (deficiency) ($16,479,361) (15,741,693)
INCOME AND EXPENSES

For Year Ended December 31, 2015

Income 12/31/2014" 12/31/2015
Investmentincome (loss) $155,916 $24,844
Cessions and premium income 98,749,898 -
Other income 19,094 468,465
Total Income 98,924,908 493,309

Expenses 12/31/2014" 12/31/2015
Loss and claims expenses 101,880,832 416,429
Adminstrative expenses 23,556,068 1,451,596
Total expenses 125,436,900 1,868,025
Net Income (loss) (26,511,992) (1,374,716)

112/31/14 figures are per the quarterly statement filed with the CA Dept. of

Ins. using statutory basis of accounting.
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Conservation and Liquidation Office

Superior National Insurance Companies In Liquidation (“SNICIL”)

(California Compensation Insurance Company, Combined Benefits Insurance Company,
Commercial Compensation Casualty Company, Superior National Insurance Company,
and Superior Pacific Casualty Company)

Conservation Order: March 6, 2000
Liquidation Order: September 26, 2000

2015 Report

On March 6, 2000, the Los Angeles County Superior Court ordered and appointed the
Insurance Commissioner to serve as Conservator of four workers’ compensation insurance
companies: Superior National Insurance Company, Superior Pacific Casualty Company,
California Compensation Insurance Company, and Combined Benefits Insurance Company. On
June 9, 2000, the Court ordered and appointed the Commissioner to serve as conservator of a
fifth workers’ compensation insurance company named Commercial Compensation Casualty
Company. In his capacity as Conservator, the Insurance Commissioner obtained title to and
possession of all the property and assets of the five estates, collectively identified as Superior
National Insurance Companies in Liquidation (“Superior National Estates”).

In September 26, 2000, the Court found that each of the Superior National Estates was
insolvent and that it would be futile to proceed as Conservator. The Court terminated the
Commissioner’s status as conservator of the five insurers and ordered and appointed the
Commissioner to serve as Liquidator of the insurers.

In 2015 the Superior National Estates released its twelfth early access distribution to guaranty
associations. The estates are planning a thirteenth early access distribution in 2016.

Under the most optimistic estimates, SNICL has insufficient assets to fully pay the policyholder
claims. Consequently, once all asset recoveries are fully monetized, the estate will seek court
approval not to review any claims below the policyholder class.

The largest remaining asset on the books of the estates are reinsurance recoverables of
approximately $125, million (includes IBNR). The estates’ continuing and ultimate goal is to fully
resolve its reinsurance recoverables through treaty commutations since workers’ compensation
claims are such long tailed claims that conceivably there could be reinsurance billing for the
next 50 years. Once reinsurance has been resolved, there are no significant issues remaining
and the Liquidator can seek closure.
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Conservation and Liquidation Office

California Compensation Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $17,819,700 $7,602,900
Recoverable from reinsurers 71,675,100 70,801,400
Total assets 89,494,800 78,404,300
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 232,700 232,700
Claims against policies, before distributions 2,081,819,000 2,098,770,700
Less distributions to policyholders (902,599,100) (912,533,100)
All other claims 119,289,200 119,267,700
Total liabilities 1,298,741,800 1,305,738,000
Net assets (deficiency) ($1,209,247,000) ($1,227,333,700)
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income Y 2014 " 2015
Investmentincome $195,500 $186,900
Litigation recoveries 10,969,400 -
Salvage and other recoveries 6,258,200 3,335,000
Total income 17,423,100 3,521,900

Expenses 2014 2015
Loss and claims expenses 10,592,800 20,802,600
Administrative expenses 1,890,700 805,900
Total expenses 12,483,500 21,608,500
Netincome (loss) $4,939,600 ($18,086,600)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets attakeover .........ccccocvveiveiveceseccescenn, $165,879,200
Recoveries, Net Of EXPENSES ..o s 754,256,300
DS][ 1 o101 ([0 4 =R (912,533,100)
Monetary assets available for distribution ..........ccccoceoieeiinninniicceseee $7,602,900
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Conservation and Liquidation Office

Combined Benefits Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $8,858,500 $8,807,700
Recoverable from reinsurers 687,900 634,600
Total assets 9,546,400 9,442,300
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 600 600
Claims against policies, before distributions 36,016,900 35,649,400
Less distributions to policyholders (26,054,800) (26,078,300)
All other claims 6,274,800 6,254,400
Total liabilities 16,237,500 15,826,100
Net assets (deficiency) ($6,691,100) ($6,383,800)
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income ! 2014 ’ 2015
Investmentincome $129,200 $80,300
Litigation recoveries 41,900 -
Salvage and other recoveries 358,000 635,000
Total income 529,100 715,300

Expenses 2014 2015
Loss and claims expenses (1,568,000) 320,900
Administrative expenses 191,500 87,200
Total expenses (1,376,500) 408,100
Netincome (loss) $1,905,600 $307,200

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets attakeover .........ccoceovveieveiiecesevccesecenn, $11,115,400
Recoveries, net of expenses 23,770,700
[ TES] ] 01U (0] g 1= ST (26,078,400)
Monetary assets available for distribution $8,807,700
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Conservation and Liquidation Office

Superior National Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $22,483,500 $18,909,300
Recoverable from reinsurers 38,505,400 33,688,200
Total assets 60,988,900 52,597,500
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 77,500 77,500
Claims against policies, before distributions 894,047,400 899,165,600
Less distributions to policyholders (406,610,200) (412,154,700)
All other claims 28,723,400 28,722,700
Total liabilities 516,238,100 515,811,100
Net assets (deficiency) ($455,249,200) ($463,213,600)
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income Y 2014 " 2015
Investmentincome $237,100 $208,000
Litigation recoveries 1,830,200 -
Salvage and other recoveries 4,203,700 1,752,900
Total income 6,271,000 1,960,900

Expenses 2014 2015
Loss and claims expenses 13,227,000 9,570,400
Administrative expenses 458,300 353,400
Total expenses 13,685,300 9,923,800
Netincome (loss) ($7,414,300) ($7,962,900)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at tak@over .........ccccccvevveveiieveeesee e $68,622,300
Recoveries, Net Of EXPENSES ....cviciiicceeeeeee e 362,441,800
(D TESY (1 o101 ([0 4 =R (412,154,800)
Monetary assets available for distribution ... $18,909,300
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Conservation and Liquidation Office

Superior Pacific Casualty Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $7,688,400 $10,434,900
Recoverable from reinsurers 23,703,900 14,552,000
Total assets 31,392,300 24,986,900
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 400 400
Claims against policies, before distributions 225,053,700 226,987,900
Less distributions to policyholders (43,969,700) (46,969,700)
All other claims 62,365,700 62,365,700
Total liabilities 243,450,100 242,384,300
Net assets (deficiency) ($212,057,800) ($217,397,400)
INCOME AND EXPENSES

For Year Ended December 31, 2013 and 2014

Income g 2014 2015
Investmentincome $102,500 $77,800
Litigation recoveries 14,900 -
Salvage and other recoveries 597,000 425,500
Total income 714,400 503,300

Expenses 2014 2015
Loss and claims expenses (4,653,400) 5,575,000
Administrative expenses 358,400 267,800
Total expenses (4,295,000) 5,842,800
Netincome (loss) $5,009,400 ($5,339,500)

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover
Recoveries, Net Of EXPENSES ... s
DiSIDULIONS ..ot

$58,666,300
(1,261,700)
(46,969,700)

Monetary assets available for distribution

$10,434,900
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Conservation and Liquidation Office

Commercial Compensation Casualty Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $10,562,000 $9,973,900
Recoverable from reinsurers 5,740,200 5,365,200
Total assets 16,302,200 15,339,100
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 682,600 682,600
Claims against policies, before distributions 144,641,400 144,187,600
Less distributions to policyholders (97,187,200) (97,984,300)
All other claims 13,754,500 13,754,500
Total liabilities 61,891,300 60,640,400
Net assets (deficiency) ($45,589,100) ($45,301,300)
INCOME AND EXPENSES

For Year Ended December 31, 2014 and 2015

Income Y 2014 " 2015
Investmentincome $124,800 $95,100
Litigation recoveries 228,100 -
Salvage and other recoveries 478,300 182,800
Total income 831,200 277,900

Expenses 2014 2015
Loss and claims expenses 6,435,200 (79,100)
Administrative expenses 73,800 69,200
Total expenses 6,509,000 (9,900)
Netincome (loss) ($5,677,800) $287,800

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at tak@over .........ccccccvevveveiieveeesee e $6,420,700
Recoveries, Net Of EXPENSES ....cviciiicceeeeeee e 101,537,500
(D TESY (1 o101 ([0 4 =R (97,984,300)
Monetary assets available for distribution ... $9,973,900
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Conservation and Liquidation Office

Western Employers Insurance Company
Conservation Order: April 2, 1991

Liquidation Order: April 19, 1991

2015 Report

Western Employers Insurance Company (WEIC) began as a New York-domiciled insurer known
as Leatherby Insurance Company and was re-domesticated to California in the late 1970’s. The
company was licensed in all 38 states and D.C. and wrote primarily workers’ compensation and
commercial multi-peril insurance. After four years of attempted self-liquidation, WEIC
determined it could no longer continue to liquidate without the assistance of the California
Department of Insurance. An order placing WEIC into liquidation was entered on April 19, 1991.

WEIC’s primary objective will be to resolve all asset recoveries, principally reinsurance assets at
this juncture, determine final estate liability and position the estate for closure by 2017. A
significant requirement to meet that objective is to determine how to quantify the remaining long-
tail exposure. All assets, except for some residual reinsurance potentially available on
unresolved claims, have been marshaled.

In 2010, the San Francisco Superior Court set a deadline by which all holders of claims, other
than workers’ compensation claims, must submit detailed claim updates, which set forth the
facts regarding the further developments of those claims. Currently all claims that were
submitted with the update continue to be reviewed.

Final claims determinations remain the sole issue to be resolved. Two distinct problems slow
the claims determination process. First, is the fact that claims must be liquidated before they
can be approved, and WEIC wrote a significant number of excess and umbrella policies for
environmental type exposure, and the losses continue to accumulate but have not reached an
attachment point yet. This will require a Court approved tail cutting motion to require that only
liquidated claims can be considered for final distribution.

The estate worked closely with the United States Department of Justice and obtained a Federal
Release waiver, meaning that the estate has no residual liability to the United States. The
settlement with the Unites States allowed the estate to distribute $35 million to Guaranty
Associations and another $19 million to non-Guaranty Association approved creditors. The
estate will concentrate on resolving the remaining creditor claims and getting a final distribution
accomplished.
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Conservation and Liquidation Office

Western Employers Ins Co

ASSETS AND LIABILITIES
As of December 31, 2014 and December 31, 2015

Assets 12/31/2014 12/31/2015
Cash and investments $144,496,300 $92,713,400
Recoverable from reinsurers 5,657,700 -
Total assets 150,154,000 92,713,400
Liabilities 12/31/2014 12/31/2015
Secured claims and accrued expenses 350,000 350,000
Claims against policies, before distributions 166,685,200 162,689,400
Less distributions to policyholders (68,190,000) (122,246,700)
All other claims 2,971,800 3,012,100
Total liabilities 101,817,000 43,804,800
Net assets (deficiency) $48,337,000 $48,908,600
INCOME AND EXPENSES

For Year Ended December 31,2014 and 2015

Income ! 2014 g 2015
Investmentincome $1,495,600 $1,438,200
Salvage and other recoveries 3,069,800 483,800
Total income 4,565,400 1,922,000

Expenses 2014 2015
Loss and claims expenses 2,735,300 109,100
Administrative expenses 924,800 1,223,200
Total expenses 3,660,100 1,332,300
Netincome (loss) $905,300 $589,700

CHANGE IN ASSETS AVAILABLE FOR DISTRIBUTION

Beginning monetary assets at takeover ... $74,867,900
Recoveries, net of expenses 140,151,800
DiISHBULIONS ...t aene s (122,306,300)
Monetary assets available for distribution ..........ccccccovrreiiinnneenie, $92,713,400
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Conservation and Liquidation Office

SECTION 3: CROSS REFERENCE TO CALIFORNIA INSURANCE CODE
(CIC)

CIC Section 1060 - The Commissioner shall transmit all of the following to the Governor, the
Legislature, and to the committees of the Senate and Assembly having jurisdiction over
insurance in the annual report submitted pursuant to Section 12922:

Page

(a) The names of the persons proceeded against under this article. .............cccooooeiiiiiienn. 21
(b) Whether such persons have resumed business or have been liquidated or have been

AT O 1 (U F= 172 PP 21

(c) Such other facts on the operations of the Conservation & Liquidation Office as will acquaint
the Governor, the policyholders, creditors, shareholders and the public with his or her
proceedings under this article, including, but not limited to:

(1) An itemization of the number of staff, total salaries of staff, a description of the
compensation methodology, and an organizational flowchart. .................cc..o..... 4,11, 12

(2) Annual operating goals and resultS. ... 57

(3) A summary of all Conservation and Liquidation Office costs, including an itemization of
internal and external costs, and a description of the methodology used to allocate those
COSES aMONQ INSUIET ESTALES. .. .iiiieiiiiee e et e e e e e e e e eraaaanas 9, 13

(4) A list of all current insolvencies not closed within ten years of a court ordered liquidation,
and a narrative explaining why each insolvency remains open. ..........ccccoceevvvvvvvnnnnnn. 14-16

(5) An accounting of total claims DY EState. .......cccoiieiiiiiiiiiei e 17

(6) A list of current year and cumulative distributions by class of creditor for each estate. ...20

(7) For each proceeding, the net value of the estate at the time of conservation or liquidation
and the net value at the end of the preceding calendar year..........c..cccceeeeeeriiiiinnnnnnn. 22-55

(d) Other facts on the operations of the individual estates as will acquaint the Governor,
Legislature, policyholders, creditors, shareholders, and the public with his or her
proceedings under this article, including, but not limited to:

(1) The annual operating goals and results. ..., 22-55

(2) The status of the conservation and liquidation ProCess. ..........ccuuuuieeiineeeiieeiiiiiaeeeenn. 22-55

(3) Financial statements, including current and cumulative distributions, comparing current
calendar year t0 PriOr YEaI. ... ... e 22-55

California Department of Insurance Page 233
2015 Annual Report



	Structure Bookmarks
	Figure
	Figure
	Figure
	Figure
	Figure
	MAJOR ACTIVITIES MATTERS CLOSED Prior Approval:  Petitions for Hearing Received 8 Petitions for Hearing Granted 0 Petitions for Hearing Denied 5 Notices of Hearing Issued 1 Hearings in Progress 1 Matters Resolved Without Hearing 11 Matters Resolved Following Hearing 0 Matters Pending 3 Regulations:  Regulation Matters Opened 8 Regulations Approved 3 Regulations Pending  6 Enforcement Matters:  Enforcement Matters Opened 2 Enforcement Matters Closed 6 Enforcement Matters Pending 13 Civil Litigation:  Matters
	 Note: Includes FY 2014-15 Distributed Administration expenditures of $31,616,000.  Fraud Control (Local Assistance) $59,814,000; 24.47%General FundTax Collection & Compliance $1,602,000; 0.66%Regulation of Insurance Companies & Insurance Producers (Federal Funds) $1,810,000; 0.74%Regulation of Insurance Companies & Insurance Producers$79,719,000; 32.61%Consumer Protection$53,299,000; 21.80%Consumer Protection (Local Assistance) $750,000; 0.31%Fraud Control $47,456,000; 19.41%TOTAL:  $244,450,000
	Figure
	 
	 
	  The chart above displays the aggregated estate assets at beginning of year, distributions and administrative expenses from the year 2005 to 2015. The table below lists these figures. 
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure


	Dave Jones Insurance Commissioner: 
	Complaint Cases Opened: 
	Complaint Cases Closed: 
	Total Amount of Consumer Dollars Recovered: 
	Coverage Type: 
	Automobile: 
	MiscOther: 
	Homeowners: 
	Life  Annuity: 
	Liability: 
	Earthquake: 
	10Row1: 
	Reason: 
	Premium Refund: 
	Coverage Question: 
	Cancellation: 
	Surcharge: 
	Nonrenewal: 
	Agent Handling: 
	Information Requested: 
	10Row1_2: 
	All Other Reasons: 
	10Row2: 
	10Row3: 
	Total Number of Complaints: 
	Final Disposition: 
	Recovery: 
	Advised Complainant: 
	Refund: 
	Nonrenewal Upheld: 
	Question of Fact: 
	Other: 
	10Row1_3: 
	10Row2_2: 
	10Row3_2: 
	the planning and scheduling of examinations: 
	FCB: 
	FRUB: 
	Classification Plan Class Plans to CDI for review Class Plans provide the department with the: 
	TYPE: 
	2014: 
	2015: 
	Private Passenger Automobile: 
	417: 
	444: 
	Homeowners_2: 
	197: 
	175: 
	Other Personal Lines Products: 
	329: 
	420: 
	Title: 
	65: 
	62: 
	Workers Compensation: 
	450: 
	517: 
	Medical Malpractice: 
	62_2: 
	66: 
	Other Commercial Lines Products: 
	5023: 
	6416: 
	TOTAL: 
	6543: 
	8100: 
	consumers with regard to underwriting rating data collection statistical analysis profitability: 
	to CIC 77936: 
	NAIC: 
	COMPANY NAME: 
	19615: 
	13161: 
	37850: 
	37850_2: 
	37850_3: 
	37850_4: 
	40029: 
	19615_2: 
	19615_3: 
	23469: 
	13250: 
	37060: 
	OLD UNITED CASUALTY CO: 
	Division and the district attorney are explored: 
	among the anticompetitive practices used to gain business from realtors: 
	1 Includes subjects identified in fiscal year 20142015 for cases opened in fiscal year 20132014: 
	3 This data is included in the overall Division case information shown on the previous sections of this report: 
	5 Includes subjects identified in fiscal year 20142015 for cases opened in fiscal year 20132014: 
	California Department of Insurance: 
	Page 33: 
	the staging of collisions and filing accident or damage claims: 
	6 Includes all authorized program 20 positions: 
	on time: 
	7 Includes Health and Disability referrals not submitted under the Health program: 
	Insurance Type: 
	Amount Paid: 
	5938675: 
	6232786: 
	7433509: 
	does not rise to the level of a full criminal investigation: 
	Automobile_2: 
	3372568: 
	495779: 
	Health: 
	Workers Compensation_2: 
	California Department of Insurance_2: 
	Page 46: 
	Claimant Fraud: 
	Insider Fraud: 
	Employer Defrauding Employee: 
	Legal Provider: 
	Medical Provider: 
	Misclassification: 
	Other Workers Comp: 
	Pharmacy: 
	Underreported Wages: 
	Uninsured Employer: 
	XMod Evasion: 
	Totals: 
	result unethical employers gain an unfair competitive advantage over: 
	12 Ibid: 
	16 Ibid: 
	17 Reflects the FY 201415 Fraud Assessment Commission adopted Aggregate Assessment amount: 
	1 days jail 36 months probationUninsured Employer: 
	1 days jail 36 months probationPremium Fraud: 
	1 days jail 36 months probationUninsured Employer_2: 
	2 year Deferred Entry of JudgmentUninsured Employer: 
	community service: 
	Uninsured Employer_2: 
	1 days jail 36 months probationUninsured Employer_3: 
	Deferred Entry of JudgmentUninsured Employer: 
	Deferred Entry of JudgmentUninsured Employer_2: 
	Employer: 
	2 days jail 60 months probationUninsured Employer: 
	36 months probationUninsured Employer: 
	24 months probationUninsured Employer: 
	365 days jail 60 months probationUninsured Employer: 
	12 months probationUninsured Employer: 
	Employer_2: 
	12 months probationPremium Fraud: 
	60 days jail 36 months probationOther: 
	90 days jail 36 months probationUninsured Employer: 
	Employer_3: 
	Fraud: 
	Eugene: 
	12 months probationUninsured Employer_2: 
	Fraud_2: 
	15 hours community serviceUninsured Employer: 
	24 months probationClaimant Fraud: 
	24 months prisonClaimant Fraud: 
	36 months probation 200 hours community serviceUninsured Employer: 
	24 months probationUninsured Employer_2: 
	24 months probation 100 hours community serviceClaimant Fraud: 
	Angeles: 
	24 months probationPremium Fraud: 
	15 days jail 36 months probation 60 hours community serviceUninsured Employer: 
	1 days jailUninsured Employer: 
	1 days jailUninsured Employer_2: 
	Employer_4: 
	36 months probationClaimant Fraud: 
	36 months probationPremium Fraud: 
	120 months prisonClaimant Fraud: 
	Abbas: 
	36 months probationPremium Fraud_2: 
	Equipment Inc: 
	Other_2: 
	1 days jailClaimant Fraud: 
	2 days jail 36 months probationPremium Fraud: 
	1 days jail 36 months probationUninsured Employer_4: 
	1 days jail 36 months probationUninsured Employer_5: 
	Academy: 
	Uninsured Employer_3: 
	24 months prisonUninsured Employer: 
	Susie: 
	Employer_5: 
	180 days jail 36 months probationPremium Fraud: 
	36 months probationUninsured Employer_2: 
	36 months probationClaimant Fraud_2: 
	36 months probation 80 hours community serviceUninsured Employer: 
	service: 
	Uninsured Employer_4: 
	Premium Fraud: 
	36 months probation 40 hours community serviceUninsured Employer: 
	1 days jail 36 months probationUninsured Employer_6: 
	1 days jail 36 months probation 14 hours community serviceUninsured Employer: 
	36 months probationUninsured Employer_3: 
	36 months probationUninsured Employer_4: 
	Enrique: 
	Uninsured Employer_5: 
	36 months probationUninsured Employer_5: 
	George: 
	36 months probationClaimant Fraud_3: 
	36 months probation 40 hours community serviceUninsured Employer_2: 
	36 months probation 140 hours community servicePremium Fraud: 
	Employer_6: 
	36 months probationPremium Fraud_3: 
	90 days jail 60 months probationUninsured Employer: 
	10 days jail 24 months probationPremium Fraud: 
	1 days jail 12 months probationPremium Fraud: 
	Construction: 
	1 days jail 12 months probationPremium Fraud_2: 
	Claimant Fraud_2: 
	Bay Solutions: 
	Fraud_3: 
	36 months probation 40 hours community serviceUninsured Employer_3: 
	36 months probation 40 hours community serviceUninsured Employer_4: 
	Uninsured Employer_6: 
	24 months probationUninsured Employer_3: 
	12 months probationUninsured Employer_3: 
	12 months probationClaimant Fraud: 
	12 months probationClaimant Fraud_2: 
	12 months probationClaimant Fraud_3: 
	24 months probationClaimant Fraud_2: 
	Other Entities: 
	Certificate of Authority: 
	Holding Company Matters: 
	All Others: 
	Domestic Companies: 
	Underwritten Title Companies: 
	Foreign Companies: 
	Qualifying Exams: 
	Statutory Exams: 
	Total: 
	37: 
	45: 
	Illustration Certifications: 
	Grant and Annuity Submissions: 
	Disability Income Rate Filings: 
	Long Term Care Rate Filings: 
	the tax rate of the State of California: 
	Matter Type: 
	Matters Opened: 
	Matters Closed: 
	Disciplinary: 
	208: 
	190: 
	Vehicle Service Contract: 
	367: 
	325: 
	Unfair Practices Act: 
	0: 
	1: 
	Legal Opinion: 
	2: 
	2_2: 
	Regulation: 
	1_2: 
	0_2: 
	Cease  Desist: 
	0_3: 
	0_4: 
	LitigationDefense: 
	0_5: 
	1_3: 
	Legislation bill analysis: 
	1_4: 
	1_5: 
	Miscellaneous: 
	3: 
	1_6: 
	Human Resources: 
	16: 
	7: 
	Order to Show Cause: 
	0_6: 
	2_3: 
	Public Records Act Request: 
	0_7: 
	0_8: 
	Oversight: 
	7_2: 
	3_2: 
	Total_2: 
	605: 
	533: 
	NonCompliance Proceedings: 
	Approval of Trust: 
	CA AmendAdd Line: 
	CA AmendName: 
	Certified Reinsurer: 
	Custody Agreement: 
	HC Guarantees 5b5: 
	HC Misc: 
	HC Reinsurance 5b3: 
	Home Protection: 
	Letter of Credit: 
	Merger: 
	Miscellaneous_2: 
	Motor Club License: 
	Organizational Permit: 
	Risk Retention Group: 
	S810: 
	Stock Permit: 
	Stock Permit Amend: 
	Surplus Line Filing: 
	US Trust: 
	US Trust Amendment: 
	US Trust Renewal: 
	UTCAmend License: 
	UTCLicense: 
	UTCPermit: 
	Variable Annuity: 
	Variable Life: 
	Variable Life Amend: 
	Withdrawal: 
	TOTAL_2: 
	Order of Revocation: 
	61: 
	Order of Revocation  Issuance of Restricted License with fines: 
	21: 
	Order of Denial: 
	151: 
	Order of Denial  Issuance of Restricted License: 
	198: 
	Order of Suspension: 
	Order of Dismissal: 
	21_2: 
	Cease and Desist: 
	Order for Monetary Penalty andor Reimbursement: 
	26: 
	Order Removing Restrictions: 
	Miscellaneous Orders: 
	31: 
	Warning: 
	Voluntary Withdrawal of Application: 
	No Disciplinary Action Warranted: 
	101: 
	Removal of Restrictions Denied: 
	8: 
	Order of Summary Denial: 
	157: 
	Order of Summary DenialIssuance of Restricted License: 
	91: 
	Order of Summary Revocation: 
	61_2: 
	Order of Summary RevocationIssuance of Restricted License: 
	9: 
	Order Granting 1033 Consent: 
	17: 
	Order Denying 1033 Consent: 
	10: 
	Barred from LicensureExam: 
	16_2: 
	Qui Tam Litigation: 
	Legal Opinions: 
	Miscellaneous_3: 
	Human Resources_2: 
	Regulation_2: 
	Civil Litigation: 
	Search Warrants: 
	Oversight_2: 
	NAME: 
	ASSIGNED: 
	CLOSED: 
	Litigation  DefenseOther: 
	17_2: 
	19: 
	Public Records Act Request_2: 
	1081: 
	1073: 
	Subpoena: 
	182: 
	195: 
	Substituted Service of Process: 
	26_2: 
	26_3: 
	Legislation Oversight: 
	18: 
	18_2: 
	Regulation Oversight: 
	5: 
	5_2: 
	Total_3: 
	1330: 
	1337: 
	Group NonHealth: 
	Supplemental Life Insurance: 
	Variable Contracts: 
	Group and Individual Health Insurance: 
	Medicare Supplement: 
	Unclassified: 
	Individual NonHealth: 
	Individual and Group Credit Insurance: 
	Long Term Care Insurance: 
	Workers Compensation_3: 
	1924Variable Product Qualifications: 
	2067Variable Product Qualifications: 
	Variable Annuity Qualification: 
	Variable Life Qualification: 
	Amended Variable Annuity Qualification: 
	Amended Variable Life Qualification: 
	Modified Guarantee Annuity Qualification: 
	Prior Approval: 
	Petitions for Hearing Received: 
	Petitions for Hearing Granted: 
	Petitions for Hearing Denied: 
	Notices of Hearing Issued: 
	Hearings in Progress: 
	Matters Resolved Without Hearing: 
	Matters Resolved Following Hearing: 
	Matters Pending: 
	3Regulations: 
	Regulation Matters Opened: 
	Regulations Approved: 
	Regulations Pending: 
	6Enforcement Matters: 
	Enforcement Matters Opened: 
	Enforcement Matters Closed: 
	Enforcement Matters Pending: 
	13Civil Litigation: 
	Matters Opened_2: 
	Amicus Brief Filed: 
	Matters Closed_2: 
	Matters Pending_2: 
	TYPE_2: 
	QTY: 
	California Low Cost Auto  Insurance for AB 60 drivers: 
	23: 
	Department of Motor Vehicles: 
	22: 
	CLCA: 
	59: 
	AutoTeen driveretc: 
	46: 
	Employment Development Department: 
	12: 
	General Consumer Outreach: 
	17_3: 
	Senior: 
	40: 
	Job Fair: 
	1_7: 
	Health Insurance: 
	8_2: 
	Emergency Preparedness: 
	7_3: 
	TOTAL_3: 
	235: 
	wwwinsurancecagov0150seniors0300healthplansindexcfm: 
	Affordable Housing: 
	Clinics: 
	Community Facilities: 
	Education: 
	Small Business: 
	3Core: 
	ACCION: 
	Bankers Small Business CDC: 
	Century Housing Corp: 
	Clearinghouse CDFI: 
	Fresno CDFI: 
	Genesis LA: 
	Housing Trust Santa Barbara: 
	Housing Trust Silicon Valley: 
	Local Initiatives Support Corp: 
	Low Income Investment Fund: 
	Nehemiah: 
	NeighborWorks Orange County: 
	NeighborWorks Sacramento: 
	Pacific Coast Regional SBDC: 
	Raza Development Fund: 
	Self Help Federal Credit Union: 
	Ventura County CDC: 
	agencies and government officials attended the summit: 
	11628a: 
	11628aCommunity Service Statement reporting exposures and service offices in underserved communities: 
	Title 10 Chapter 5 Section 264669263b: 
	4: 
	Insurer Supplier Diversity: 
	Title 10 Chapter 5 Section 26466927b: 
	5_3: 
	Personal Property Coverage and Limits: 
	Title 10 Chapter 5 Section 2646616014b: 
	Title 10 Chapter 5 Section 2646612959a: 
	7_4: 
	Annual Consumer Complaint Ratio Study: 
	Title 10 Chapter 5 Section 26466129211: 
	11761: 
	Title 10 Chapter 5 Sections 2592  259208102346 and 102335 AB 999 LTC Outlines of Coverage: 
	Medicare Supplement Insurance Consumer Rate Guide: 
	Title 10 Chapter 5 Sections 2592  2592081019220d: 
	Title 10 Chapter 5 Sections 2592  2592081012719 105086 105087 101445 a 187285 10123198 10123199 and 1075246: 
	Title 10 Chapter 5 Sections 2592  259208187285: 
	187285California Healthcare Benefits Fund Assessment Table and Report Development: 
	221862 SB 17041023493a3: 
	Developed a list of insurance companies currently offering health insurance coverage: 
	10133661: 
	187286: 
	18748: 
	Language Assistance Program: 
	25381  25388: 
	101338 and 101339Workers Compensation Policyholder Appeals contact information: 
	Title 10 Chapter 5 Section 250943 et Seq1012719: 
	Title 10 Chapter 5 Section 250943 et Seq10123137: 
	22_2: 
	Seismic Safety Assessment: 
	Title 10 Chapter 5 Section 250943 et Seq129759: 
	LongTerm Care Experience: 
	Title 10 Chapter 5 Section 250943 et Seq102323h 1023486 1023495i 102359 and 105086b: 
	or assistance in conducting analysis of data for CDI internal branches as well as other state or: 
	educate homeowners after natural disasters by working closely with major media outlets: 
	shared drive that both ASB and nonASB users can access This project eliminates the: 
	Surplus Line: 
	Ocean Marine: 
	Life: 
	Title_2: 
	Home: 
	2353046: 
	CRTC Section 122023046: 
	Personal Services: 
	Operating Expenses and Equipment: 
	Local Assistance: 
	Fraud_4: 
	Auto 150: 
	General: 
	Fees and License: 
	Proposition 103: 
	Examination Fees: 
	Seismic Safety: 
	Life and Annuity: 
	opportunities and provide detailed information on the civil service selection process: 
	provided that all license renewal requirements have been satisfied: 
	New Licenses Issued: 
	Licenses Renewed: 
	Bonds Processed: 
	Licensing Calls Handled: 
	email Inquiries Processed: 
	Life_2: 
	Property and Casualty: 
	Accident and Health: 
	Personal Lines: 
	Limited Lines Automobile: 
	Life_3: 
	Accident and Health_2: 
	Property and Casualty_2: 
	Personal Lines_2: 
	Limited Lines Automobile_2: 
	GenderRow1: 
	Female: 
	Male: 
	Asian: 
	Black: 
	Filipino: 
	Pacific Islander: 
	White: 
	EducationRow1: 
	2Year College Degree: 
	4Year College Degree: 
	Masters Degree: 
	Doctoral Degree: 
	positions that offer a better career ladder Though the Upward Mobility Program is specifically: 
	estates under the management of the CLO: 
	undefined: 
	Executive Assistant: 
	undefined_2: 
	15: 
	Fremont Indemnity: 
	Western Employers: 
	Fremont Indemnity Co stat deposit releases: 
	HIH America: 
	Majestic Ins Co: 
	Fremont Life Ins Co: 
	Frontier Pacific Ins Co: 
	Year: 
	Assets  billions: 
	Distributions  millions: 
	2005: 
	45_2: 
	416: 
	76: 
	2006: 
	37_2: 
	1254: 
	32: 
	2007: 
	28: 
	564: 
	24: 
	2008: 
	21_3: 
	380: 
	29: 
	2009: 
	18_3: 
	149: 
	29_2: 
	2010: 
	17_4: 
	476: 
	22_3: 
	2011: 
	16_3: 
	385: 
	21_4: 
	2012: 
	11: 
	108: 
	25: 
	2013: 
	10_2: 
	57: 
	14: 
	2014_2: 
	09: 
	66_2: 
	15_2: 
	2015_2: 
	08: 
	103: 
	16_4: 
	2015_3: 
	2016 Budget: 
	Total compensation and benefits for CLO employees: 
	The chart above shows the number of CLO fulltime employee equivalent from 2005 to 2015: 
	December 31 2015: 
	Actual: 
	Budget: 
	Litigation reinsurance recoveries and miscellaneous income: 
	Investment income net of expenses: 
	4817300: 
	5843300: 
	Total_4: 
	NA3202329500: 
	61629400: 
	December 31 2015_2: 
	Actual_2: 
	Budget_2: 
	Distributions: 
	December 31 2015_3: 
	Actual_3: 
	Budget_3: 
	Legal expenses: 
	1977900: 
	2130600: 
	2624100: 
	Consultants and contractors: 
	2532100: 
	1837900: 
	1953000: 
	Office expenses: 
	4737700: 
	1035000: 
	2853900: 
	Compensation and benefits: 
	0_9: 
	220000: 
	109600: 
	Total_5: 
	92477004: 
	5223500: 
	7540600: 
	December 31 2015_4: 
	Actual_4: 
	Budget_4: 
	Compensation and benefits_2: 
	5267800: 
	5306900: 
	5303400: 
	Office expenses_2: 
	1618200: 
	1691500: 
	1721100: 
	Consultants and contractors_2: 
	123900: 
	96000: 
	101900: 
	Legal expenses_2: 
	24800: 
	15600: 
	10300: 
	Total_6: 
	7034700: 
	7110000: 
	7136700: 
	December 31 2015_5: 
	Actual_5: 
	Budget_5: 
	Estate Direct Expense Total: 
	9247700: 
	5223500_2: 
	7540600_2: 
	CLO Overhead Expense Total: 
	7034700_2: 
	7110000_2: 
	7136700_2: 
	Total_7: 
	16282400: 
	12333500: 
	14677300: 
	Proof Of Claims Filed: 
	Proof Of Claims Resolved: 
	Open POCs: 
	American Sterling: 
	10262011: 
	93: 
	93_2: 
	0_10: 
	Frontier Pacific: 
	11302001: 
	43573: 
	43573_2: 
	0_11: 
	Fremont: 
	722003: 
	45372: 
	Golden Eagle 5: 
	456692181998: 
	297na see below: 
	HIH 2 estates: 
	582001: 
	3175: 
	3173: 
	2_4: 
	Mission 2 estates: 
	2241987: 
	141646: 
	141646_2: 
	0_12: 
	SeeChange: 
	1282015: 
	154: 
	0_13: 
	154_2: 
	Superior 5 estates: 
	9262000: 
	13936: 
	13893: 
	43: 
	4191991: 
	9809: 
	9772: 
	37_3: 
	Western EmployersRow1: 
	Total_8: 
	258055: 
	257522: 
	533_2: 
	Estate Name: 
	Date Conserved: 
	Date Liquidated: 
	Western Employers Insurance Company: 
	Beginning monetary assets at takeover: 
	Recoveries net of expenses: 
	Distributions_2: 
	Monetary assets available for distribution: 
	judgment: 
	Beginning monetary assets at takeover_2: 
	Recoveries net of expenses_2: 
	Distributions_3: 
	Monetary assets available for distribution_2: 
	Assets: 
	12312013: 
	12312012: 
	8534600: 
	Liabilities: 
	12312012_2: 
	12312013_2: 
	571460: 
	409600: 
	Income and Expenses: 
	2012_2: 
	2013_2: 
	253900: 
	194900: 
	59000: 
	Beginning monetary assets at takeover_3: 
	Recoveries net of expenses_3: 
	Distributions_4: 
	Monetary assets available for distribution_3: 
	Beginning monetary assets at takeover_4: 
	Recoveries net of expenses_4: 
	Monetary assets available for distribution_4: 
	Beginning monetary assets at takeover_5: 
	Recoveries net of expenses_5: 
	Distributions_5: 
	Monetary assets available for distribution_5: 
	10_3: 
	Recoveries net of expenses_6: 
	Monetary assets available for distribution_6: 
	Beginning monetary assets at takeover_6: 
	Recoveries net of expenses_7: 
	Monetary assets available for distribution_7: 
	Beginning monetary assets at takeover_7: 
	Recoveries net of expenses_8: 
	Distributions_6: 
	Monetary assets available for distribution_8: 
	Beginning monetary assets at takeover_8: 
	Recoveries net of expenses_9: 
	Distributions_7: 
	Monetary assets available for distribution_9: 
	which we foresee continuing into 2016: 
	Beginning monetary assets at takeover_9: 
	Recoveries net of expenses_10: 
	Distributions_8: 
	Monetary assets available for distribution_10: 
	Beginning monetary assets at takeover_10: 
	Recoveries net of expenses_11: 
	Distributions_9: 
	Monetary assets available for distribution_11: 
	Beginning monetary assets at takeover_11: 
	Recoveries net of expenses_12: 
	Distributions_10: 
	Monetary assets available for distribution_12: 
	Beginning monetary assets at takeover_12: 
	Recoveries net of expenses_13: 
	Distributions_11: 
	Monetary assets available for distribution_13: 
	Beginning monetary assets at takeover_13: 
	Recoveries net of expenses_14: 
	Distributions_12: 
	Monetary assets available for distribution_14: 
	Beginning monetary assets at takeover_14: 
	Recoveries net of expenses_15: 
	Distributions_13: 
	Monetary assets available for distribution_15: 
	California Department of Insurance_3: 
	Page 229: 
	Beginning monetary assets at takeover_15: 
	Recoveries net of expenses_16: 
	Distributions_14: 
	Monetary assets available for distribution_16: 
	Beginning monetary assets at takeover_16: 
	Recoveries net of expenses_17: 
	Distributions_15: 
	Monetary assets available for distribution_17: 


