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“Power Concedes Nothing Without a Demand; It Never Has 
and It Never Will.” 

Frederick Douglass 

The state of Florida proposed new statute to make insurance and insurance claims more fair is over 105 pages available at 
https://www.flsenate.gov/Session/Bill/2022A/2A/BillText/er/PDF. 

Lawmakers in Florida passed legislation to abolish controversial assignments of benefits on property claims, eliminate 
the one-way attorney-fee recovery provision that is unique to Florida law, and require that binding appraisals included in a 
policy be stated in a separate endorsement and include a premium reduction. Bad-faith litigation for failure to settle a 
property claim also may not be filed until after a court determines the insurer breached the contract and a final judgment is 
rendered against the insurer. Other provisions include shortening the time period to file property claims from two years to 
one and requiring insurers to reduce the period to pay or deny a claim from 90 days to 60. Anyone insured with the state’s 
Citizens Insurance must also carry flood insurance. The provisions become law when signed by the Governor, which is 
expected as early as today. For those wishing more information on the new law, Coalition Against Insurance Fraud law firm 
member Greenberg Traurig has provided a detailed summary 

“When I was a kid my parents moved a lot, but I always found them.” — Rodney Dangerfield 
“One of the basic rules of the universe is that nothing is perfect. Perfection simply doesn't exist… Without imperfection, neither you 
nor I would exist.” — Stephen Hawking 
“No need to hurry. No need to sparkle. No need to be anybody but oneself.” -- Virginia Woolf 

“When I went to war in World War II, we had two fears. One was we would be killed. The other was that we might have to kill 

somebody.”— Kurt Vonnegut 

 “When I was a young boy, they called me a liar. Now that I'm all grown up, they call me a writer.” — Isaac Bashevis Singer  
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“Ideas are indeed the most dangerous weapons in the world. Our ideas of freedom are the most powerful political weapons man has 
ever forged.” —Supreme Court Justice William O. Douglas  
“Falsehood is in itself bad and reprehensible, while the truth is a fine and praiseworthy thing.” -- Aristotle 
“The man who moves a mountain begins by carrying away small stones.” – Confucius 

“Sometimes the bravest and most important thing you can do is just show up.” — Brené Brown 
"Unrestrained political authority, though it be confided to masses, cannot be trusted without positive limitations, men in bodies being 
but an aggregation of the passions, weaknesses and interests of men as individuals." — James Fenimore Cooper  

. 

 

Barry Zalma, Esq., CFE has published five days a week videos on insurance claims, insurance claims law, insurance fraud and 
insurance coverage matters at https://www.rumble.com/zalma.https://rumble.com/c/c-262921. 

He now limits his practice to service as an insurance consultant specializing in insurance coverage, insurance claims handling, insurance 
bad faith and insurance fraud almost equally for insurers and he practiced law in California for more than 44 years as an insurance 
coverage and claims handling lawyer and more than 55 years in the insurance business. He is available at http://www.zalma.com and 
zalma@zalma.com. 

Mr. Zalma is the first recipient of the first annual Claims Magazine/ACE Legend Award. 

Over the last 55 years Barry Zalma has dedicated his life to insurance, insurance claims and the need to defeat insurance fraud. He has 
created the following library of books and other materials to make it possible for insurers and their claims staff to become insurance 
claims professionals. See the more than 500 videos at https://www.rumble.com/zalma.  

This is a press release which was edited to report only new laws relating to insurance fraud: 

Beginning January 1, 2023, Californians will benefit from newly created consumer protections as eleven new state 
laws sponsored by Insurance Commissioner Ricardo Lara this past legislative session take effect. The new laws 
address climate change, expand health access and reproductive care, preserve health protections, protect against fraud, 
and ensure public safety.  

“Protecting consumers is my number one priority,” said Commissioner Lara. “Partnership with the Legislature and 
Governor Newsom is essential to my Department’s mission of bringing fairness for all in our oversight of the nation’s 
largest insurance market. I look forward to putting these eleven new laws into effect while taking further actions that 
benefit California consumers.” 

New laws that start taking effect on January 1, 2023, include: 
 SB 1242, authored by the Senate Committee on Insurance, bolsters anti-insurance fraud efforts essential to 

protecting consumers from unnecessary economic loss by further clarifying agent-broker anti-fraud education 
requirements as well as the process by which alleged fraud is reported to the Department of Insurance, in 
addition to other consumer protection proposals.  

New laws that start taking effect in July 2023 include:  
 AB 2043, authored by Assemblymember Reggie Jones-Sawyer Sr., requires all bail fugitive recovery agents, 

commonly known as “bounty hunters,” to be licensed by the Department of Insurance to ensure that appropriate 
education and training requirements are met prior to licensure and that all applicants successfully pass fingerprint-
based background checks, obtain an appointment from a licensed bail agent or surety insurer, and maintain a 
minimum $1 million liability insurance policy so that harmed consumers have an avenue to collect damages. 
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Oscar Molina-Avila teamed with cronies to pay construction workers off the books in the Jacksonville, Fla. area. The ruse cost 
insurers $2.1M of workers’ comp premiums and $3.3M of federal payroll taxes — while also involving fraudulent liability policies. 
Construction contractors and subcontractors arranged with Molina-Avila to have shell companies issue false proofs of insurance and 
illicitly pay workers with cash. In exchange for 6%-8% of the contractors’ and subcontractors’ payroll, Molina-Avila also sent out false 
certificates of liability insurance in the names of the shell companies. The policies were based on fraudulent applications that never 
disclosed the contractors and subcontractors employed workers who were supposedly insured under the shell companies’ bare-bones 
insurance policies. Insurers were defrauded out more than $10M of comp and liability premiums. Molina-Avila also facilitated the 
deposit of checks into the shell companies’ bank accounts, and withdrawal of cash paid to the employees — without withholding more 
than $12M of payroll taxes to the IRS. The shell companies included All National Remodeling, El Boqueron Construction, La Fuente 
Construction, Goyos Construction Services and Universal Florida Construction. Molina-Avila was given four years and four months in 
federal prison. 

A neurosurgeon took $3.3M in bribes to illegally perform spinal surgeries at a hospital whose owner led a $500M workers’ comp 
scam. Lokesh S. Tantuwaya was a willing stooge for the mastermind, Michael Drobot, who owned the now-defunct Pacific Hospital in 
Long Beach, Calif. Tantuwaya took kickbacks from Drobot to do the expensive spinal surgeries there. Drobot teamed with docs, chiros 
and marketers to pay the kickbacks for referring thousands of patients to Pacific Hospital for spinal surgeries and other services paid 
through the state-run workers’ comp system. He typically paid crooked docs $15K per lumbar fusion and $10K per cervical fusion. The 
kickbacks were financed largely by money generated from Drobot’s sale of medical devices implanted into patients of the state workers 
comp system during spinal surgeries. Some patients lived hundreds of miles away — closer to other qualified med facilities. Tantuwaya 
received five years in federal prison. Drobot earlier was handed 63 months. 

Lying dead in her Houston beauty salon, Tuyet Ngoc Tran sadly seemed the bludgeoning victim of a burglary in 2015. In truth, 
her hubby Itani Losangel Milleni killed her then clumsily set up a burglary scene to try and cash in Tran’s $275K life policy. The crime 
scene was poorly staged. Tran’s cell phone and credit cards were untouched. And her car was merely driven around the block, then 
abandoned. Milleni next tried to collect on the Reliastar Life policy rather than let the former couple’s kids get the money. The insurer 
refused, considering him a murder suspect because his behavior was suspicious. First came the sloppy burglary setup. Milleni also 
blamed Tran's murder on a Black man who silently walked in and out of her salon on the murder day. That same night, Milleni claimed, 
he left to buy his wife flowers and saw the same man in the parking lot. Yet he never bought flowers, store purchase records showed. In 
the months immediately after her murder, Tran also filed for divorce from Milleni. They had an ongoing custody battle over the children 
— crucially, she accused him of domestic violence. Milleni quickly abandoned the kids just after her death. He changed his name (from 
Trang Vu) and left Houston to drive trucks. Milleni was sentenced to 55 years in prison. 

A bone-headed rapper took himself down by bragging about stealing federal pandemic insurance money in his glitzy music 
video. Fontrell Antonio Baines — aka Nuke Bizzle — lifted more than $700K of federal pandemic money. He applied for relief funds 
using the names of cronies and ID theft victims. For example, the Memphis man used the ID of a Missouri man who briefly attended 
school — but never worked — in California to apply for insurance benefits. Baines used a debit card issued based on the fraudulent 
claim filed in the victim’s name to withdraw about $2,500. Baines bragged about stealing pandemic insurance in a music YouTube video, 
and in his Instagram account. In his music video called “EDD,” Baines boasts about doing “my swagger for EDD” — and holding up a 
stack of envelopes from the insurance fund — getting rich by “go[ing] to the bank with a stack of these.” It referred to his debit cards 
that came in the mail. Baines also illegally owned a semi-automatic pistol with 14 rounds of ammo. Baines was forbidden to possess 
them because of a prior felony conviction. Baines has 77 months in federal prison to polish his rap routines. 

The insurance industry has been less than effective in training its personnel. Their employees, whether in claims, underwriting or sales, 
are hungry for education and training to improve their work in the industry. 



Mr. Biden & Mr. Putin: Exegetically Speaking Know Thy Self 

Zalma’s Insurance Fraud Letter – Page 4 –The Source For Insurance Fraud Professionals 

Insurers without sufficient personnel to make a classroom training program practical have available options. If the insurer desires to 
honor its employees who wish to improve their knowledge and skills can do so inexpensively by adding to each employee’s library a 
complete insurance library by internationally recognized insurance coverage, claims handling, fraud, and insurance law expert and 
author, Barry Zalma, Esq., CFE. 

If funds are not available for training vendors can be willing to assist. Although vendors are usually prohibited from making gifts to the 
insurer’s employees, they may agree to donations to the insurer of educational materials that will help the employees improve their 
abilities for acknowledgement of the presentation. 

Every insurer, insurance syndicate, insurance brokerage, insurance sales agency, insurer branch office, and vendors to the insurance 
industry should add to the libraries of their various offices or employees. 

To add to the professionalism of the staff of insurance professionals, the insurer should make available to each the following books that 
are available at reasonable prices from amazon.com, the American Bar Association, Thomson Reuters, or Full Court Press, written by 
Barry Zalma. Details about each book are available at Barry Zalma’s Insurance Claims Library at https://zalma.com/blog/insurance-
claims-library/: 

 The Compact Book on Ethics for the Insurance Professional 

 The Compact Book of Adjusting Property Insurance Claims – Third 
Edition 

 The Compact Book of Adjusting Liability Claims – Third Edition 

 How to Acquire, Understand, and Make a Successful Claim on a 
Commercial Property Insurance Policy 

 The Tort of Bad Faith 

 The Equitable Remedy of Rescission 

 Insurance Fraudsters Deserve No Quarter 

 The Examination Under Oath to Resolve Insurance Claims 

 Insurance Fraud – Volume I and Volume II 

 Construction Defects and Insurance Second Edition (8 volumes) 

 Insurance Fraud Costs Everyone 

 California SIU Regulations 2020 

 California Fair Claims Settlement Practices Regulations 2022 

 Zalma’s Mold & Fungi Handbook 

 Zalma on Insurance Claims – Third Edition (ten volumes) 

 Mold Claims (two volumes) 

 Several True Insurance Crimes Novels and Novellas 

 From the American Bar Association  

o Getting the Whole Truth: Interviewing Techniques for the 
Lawyer 

o The Commercial Property Insurance Policy Deskbook 

o The Insurance Fraud Deskbook 

o Diminution in Value Damages 

 From Full Court Press  

o The Insurance Law Deskbook 

o California Insurance Law Deskbook 

o Zalma on Property and Casualty Insurance 

o Insurance Bad Faith and Punitive Damages Deskbook 

 From Thomson Reuters  

o Property Investigation Checklists Uncovering Insurance 
Fraud, 13th Edition 

Details about each book available at the Insurance Claims Library at https://zalma.com/blog/insurance-
claims-library/ 

Free Resources 
In addition you should make available the following free services: the podcast Zalma On Insurance at 
https://anchor.fm/barry-zalma; Zalma’s Insurance Fraud Letter at https://zalma.com/zalmas-insurance-
fraud-letter-2/; Mr. Zalma is on Twitter at https://twitter.com/bzalma; Barry Zalma videos are available at Rumble.com at 
https://rumble.com/c/c-262921; Barry Zalma videos on YouTube- at 
https://www.youtube.com/channel/UCysiZklEtxZsSF9DfC0Expg; Read posts from Barry Zalma at 
https://parler.com/profile/Zalma/posts and GTTR at https://gettr.com/@zalma;  the podcast Zalma On Insurance at 
https://anchor.fm/barry-zalma. 

Subscription Services 
You can subscribe, for only $5 a month or $50 a year, to special videos from “Zalma on Insurance” at 
https://zalmaoninsurance.locals.com/subscribe; and “Excellence in Claims Handling” at https://barryzalma.substack.com/welcome. 

Florida Lawyer Who Used Cappers & Runners to Build a Practice Failed to Serve the Clients 
The Supreme Court of Florida on December 22, 2022, disbarred attorney Scott Strems who it found guilty of professional misconduct. 

You can read the full opinion here. The court’s reasoning included: 
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Strems was the sole partner and owner of the Strems Law Firm, P.A. (SLF), and the firm’s caseload grew significantly 
from its inception. By 2016, the firm had only three litigation attorneys, with each managing approximately 700 cases. 
SLF’s inadequate staffing and lack of sufficient office procedures resulted in client neglect, case dismissals, frustrated 
judges, and costly sanctions on a near weekly basis. 

* * * 
[B]etween 2016 and 2018, and because of SLF attorneys’ willful violation of court deadlines and procedural rules, 
many SLF clients had their cases dismissed pursuant to Kozel v. Ostendorf, 629 So. 2d 817 (Fla. 1993), which 
established a set of factors a trial court must consider in determining whether dismissal with prejudice is warranted 
where an attorney has failed to adhere to filing deadlines and other procedural requirements. 
* * *  
On top of mismanaging his firm, Strems also submitted false or misleading affidavits in two cases where he had 
attempted to negotiate settlements. Specifically, Strems attached to an affidavit a purported email chain between 
himself and opposing counsel, but he failed to include seven emails from opposing counsel that directly conflicted 
with statements in his affidavit.  
* * *  
[Th]e referee found the following four aggravating factors: (1) a pattern of misconduct; (2) multiple offenses; (3) 
submission of false evidence, false statements, or other deceptive practices during the disciplinary process; and (4) 
substantial experience in the practice of law. Additionally, the referee found six mitigating factors: (1) absence of a 
prior disciplinary record; (2) absence of a dishonest or selfish motive; (3) timely good faith effort to make restitution 
or to rectify the consequences of the misconduct; (4) character or reputation; (5) interim rehabilitation; and (6) 
remorse. 
* * *  
Strems failed to responsibly manage SLF and hire enough attorneys to handle the mounting case load. Additionally, 
he failed to ensure that SLF lawyers complied with rules regarding reasonable diligence and promptness, which led to 
multiple Kozel dismissals. Strems’ failure to take reasonable remedial action, given the substantially growing firm, 
was, in essence, ratification of his associates’ actions. 
* * *  
Florida Bar v. Springer, 873 So. 2d 317 (Fla. 2004), is instructive as to both cases. In Springer, an attorney was 
disbarred for numerous instances of gross misconduct, spanning over five years, including: (1) failing to provide 
competent representation; (2) failing to act with reasonable diligence; (3) failing to keep his clients reasonably 
informed; (4) providing falsified copies of documents to clients; (5) failing to file pleadings that led to a default 
judgment entered against his client; and (6) failing to comply with court orders regarding discovery. Strems’ 
cumulative misconduct in both cases, which ranged from 2016 to the time of his emergency suspension in 2020, is 
similarly worthy of disbarment. 
* * *  
First, the public needs to be protected from Strems’ unethical conduct, evidenced by what appears to be SLF’s practice 
of interpreting an ambiguously drafted fee agreement in its favor, as well as its then-ongoing failure to comply with 
court orders and procedures. Second, Strems must be disciplined for his misconduct, which continued into the 
disciplinary proceedings. Third, other lawyers must be deterred from engaging in similar misconduct. Disbarring 
Strems will place other lawyers on notice that this Court will not tolerate similar misconduct. 
* * *  
Accordingly, Scot Strems is hereby disbarred from the practice of law in the State of Florida. Because Strems is 
currently suspended, this disbarment is effective immediately. Strems shall fully comply with Rule Regulating The 
Florida Bar 3-5.1(h). Strems shall also fully comply with Rule Regulating The Florida Bar 3-6.1, 
if applicable. 

In reaching its decision the Supreme Court approved, in part, Referee Dawn Denaro’s findings of misconduct by Strems in two cases. It 
also approved her sentences of a public reprimand for failing to communicate with a client and the suspension of his license for two 
years. It disapproved, however, the referee’s recommendation as to discipline; instead, it disbarred Strems based on the cumulative 
nature of his misconduct. 
The court had sufficient grounds to disbar Strems and did not comment on his use of public adjusters, cappers and runners to sign up 
the hundreds of cases that his staff of lawyers were unable to serve and who were sanctioned multiple times by trial courts and were, 
rather than acting as attorneys, ignored their duty to his clients to their damage and to the damage of the insurance industry in Florida 
who were required to defend the spurious lawsuits. 
Since approximately two dozen or so plaintiff firms appear to be responsible for almost 80% of Florida property insurance claims suits 
should take note of the Supreme Court’s decision to disbar Strems. Even though, at its peak, the Strems firm claimed to be managing 
nearly 10,000 suits simultaneously, it was still occasionally outpaced by other firms. 
Disbarment was not Mr. Strem’s only worry. He was a named defendant, along with the Strems Law Firm, Contender Claims 
Consultants, Guillermo Savvedra, All Insurance Restoration Services (AIRS), Cesar Guerrero and Derek Parsons in a suit filed by the 
state funded Citizens Property Insurance Corporation. The 26 page Complaint alleges a fraudulent scheme by the defendants via 
artificially inflated and sham claims – resulting in millions of dollars in actual losses to Citizens. Specifically, Citizens alleged:  Improper 
Solicitation and Referral of Business; Obstruction of Investigation; Submission of Inflated or Fraudulent Claims; Vexatious Litigation; 
Violation of Civil RICO Statutes; and Negligent Misrepresentation.  
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In May 2022 Citizens agreed to a settlement where it will be paid $1 million and will dismiss the case against the defendants and all 
parties have agreed to pay their own legal costs. Strems and the fellow defendants continue to deny wrongdoing in the settlement 
agreement, while Citizens stands behind the allegations in its complaint.  

Gregory Saldamando, 39, a Strems lawyer represented a South Florida couple in a sinkhole damage claim against American Integrity 
Insurance Co., after a claims adjuster had the couple sign a retainer agreement with the Strems firm, the Florida State Bar explained 
that Saldamando did not adequately involve the clients in the settlement process and did not apprise them of the total settlement 
amount or the amount that Saldamando intended to take as the firm’s fee, which was substantially higher than the amount the clients 
would obtain,” reads a summary of the Bar’s case against the attorney. 

Saldamando also did not provide the clients with any invoices or substantiation of the fees claimed by the firm. And although 
Saldamando withdrew as counsel before settling the case, the Strems firm took $30,000 from the final settlement obtained by new 
counsel, for fees and costs. 

A judicial referee appointed to hear Saldamando’s disciplinary case recommended in April 2021 only that he be publicly reprimanded 
and that he reimburse the Bar $8,100 for its investigative costs. Referee Dawn Denaro, who normally works as a children’s court 
judge in Miami, said that Saldamando did not appear to have a selfish or dishonest motive and had taken steps to resolve the fee 
dispute with the clients. 

But the Florida Supreme Court overruled the referee and imposed the 91-day suspension, plus the cost reimbursement. The court said 
in its March 31 order that Saldamando had violated three Bar rules of professional conduct. The Supreme Court said it “disapproves 
the referee’s recommendation as to discipline, and instead imposes a ninety-one day suspension from the practice of law, effective 
thirty days from the date of this order so that respondent can close out his practice and protect the interests of existing clients,” reads 
the order, endorsed by all seven justices. 

The 91st day makes a difference. A lawyer suspended for 90 days or less is automatically reinstated after the suspension is completed; 
the Florida Bar explained on its website. A suspension for 91 days or more is considered “rehabilitative,” which requires the attorney 
to show he has changed his ways before eligible for reinstatement. 

The reinstatement process can take several months, the organization said. The Bar counsel must investigate the petition for 
reinstatement, and then it goes back to the original referee for another hearing. Lawyers who continue to practice while suspended can 
be held in contempt of court and may face further disciplinary action or disbarment. 

Strems Case Effects Public Adjuster 
The actions against attorney Scot Strems and adjuster Scott David Thomas come two weeks after the Florida Legislature approved 
Senate Bill 2A, a sweeping insurance reform measure, and will likely be seen as high points for a year that had witnessed six insurer 
insolvencies and mounting litigation losses. Florida-based insurers have complained that some lawyers and public adjusters have gamed 
the system in recent years, costing carriers millions of dollars in legal expenses. 

Adjuster Could & Probably Should, Lose his License as a Public Adjuster 
Florida’s Department of Financial Services on December 16, 2022 formally asked an administrative judge to revoke the license of Scott 
David Thomas, owner of Indemnity Public Adjusters, based in south Florida. The department’s attorneys outlined nine counts charging 
that Thomas had violated Florida laws by repeatedly harassing insurance company adjusters and engineers, sometimes threatening them 
with violence and thwarting their inspections. 

His actions against Citizens’ Property Insurance Corp., Tower Hill Insurance, Lloyd’s of London and QBE Specialty Insurance resulted 
in claims being denied altogether or delayed for months. Thomas’ strategy allegedly was designed to wear down insurers so that they 
would forget about their own property inspections and accept his fee-paid adjustment reports. 

The state opined that: “Respondent’s repeated hostile behavior is designed to make the process inhospitable to the insurer in the hopes 
of securing a better claim for his client.” The DFS 50 page report and recommended order seeks revocation of the public adjuster’s 
license. 

Thomas’ obstruction led to added expenses for the insurers. In one example of the many reported, Thomas agreed to an inspection of a 
home damaged in Hurricane Irma in 2017 but failed to tell Citizens that a tarp was covering the roof, the DFS filing noted. To have the 
tarp removed, a Thomas employee quoted a price of $7,500. A Citizens adjuster later obtained a price of $2,000 from a contractor – still 
high for any tarp removal. 

At other times, Thomas insisted only on Saturday inspections by insurance companies, even though homeowners were available during 
the week or had agreed to a weekday visit from the insurer, DFS said. Often, he demanded documentation from insurer inspectors, 
including proof of workers’ compensation insurance. 

In one examination under oath, Thomas was so belligerent to a court reporter that a new reporter had to be assigned to finish the session, 
the DFS order explained. At that same meeting, Thomas allegedly tried to keep a document he was asked to review, then lamented that 
the insurer’s attorney had accused him of stealing. At an inspection, Thomas reportedly made threatening statements to an appraiser: “I 
was in the Marine Corps in Iraq for 12 years and I love to fight,” DFS quoted Thomas as saying. 

Florida property insurance officials have said for the past few years that Thomas’ actions may be considered extreme, but that some 
other public adjusters have engaged in underhanded tactics to inflate damage amounts and to block insurers’ access to insureds’ 
properties. Florida’s chief financial officer also railed about the “swarming” numbers of PAs that descended on southwest Florida just 
days after Hurricane Ian slammed the area in late September and called for new limits on their fees. 
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DFS filed its initial complaint against Thomas in March 2022 after hearing from several insurance companies. Thomas responded and 
a hearing was held in August. Florida law provides that a DOAH judge can suspend an adjuster’s license for six months per allegation. 
But because the total penalty in Thomas’ case would come to more than four years – more than the maximum suspension time of 24 
months – DFS urged the judge to revoke the license altogether. The judge may also impose fines of up to $5,000 per count. He could 
render a decision in as little as 30 days. DOAH decisions can be appealed to a Florida District Court of Appeals.  

Woman Sentenced in Death Of 86-Year-Old 
Letticia Martinez, 28, pleaded guilty to neglect in the death of a resident at the Cappella Assisted Living and Memory Care facility in 
Grand Junction. She was sentenced to three years’ probation, 100 hours of community service and 30 days in jail. 

An investigation by the Medicaid Fraud Control Unit of the Colorado Department of Law and the Grand Junction Police Department 
found that Martinez, Jamie Johnston, 31, and Jenny Logan, 52, were responsible for the death of Hazel Place on June 14, 2021, after 
she was left outside alone in the heat for six hours. 

Martinez pleaded guilty to one count of caretaker neglect, a class 1 misdemeanor, and to a deferred sentence of negligent homicide, a 
class 5 felony. Johnston and Logan’s cases are ongoing. 

PharmScript of KS LLC agrees to pay $3 million to resolve allegations of Fraud 
PharmScript of KS, LLC, a long-term care pharmacy in Lenexa, Kansas, has agreed to pay $3 million to resolve allegations that it 
violated federal law by dispensing controlled substances to residents in nursing and long-term care facilities without valid prescriptions 
and that the company was wrongfully reimbursed by the Medicare and Medicaid programs. 

PharmScript of KS, LLC is a wholly owned subsidiary of PharmScript Holdco, LLC and provides medication and pharmaceutical 
services to patients in skilled nursing facilities and to residents in assisted living facilities in Kansas and Missouri. PharmScript of KS, 
LLC self-reported violations of the Controlled Substances Act to the Drug Enforcement Administration, which conducted its own 
investigation. 

In nearly all circumstances, Schedule II controlled substances require a written prescription by a physician, and refills are not permitted 
by law. The Controlled Substances Act allows pharmacists to dispense Schedule II controlled substances, such as opioid pain 
medications, without a written prescription only in true emergency situations. When allowed for emergencies, it is only for the quantity 
of drugs necessary to treat the patient during the emergency period. Emergency prescriptions must promptly be reduced to writing and 
signed by an authorizing physician within seven days of issuance. Failure to meet these requirements results in an illegal dispensing of 
controlled substances without a valid prescription.   

The federal government alleged that between October 1, 2019, through March 31, 2021, PharmScript of KS, LLC dispensed Schedule 
II controlled substances for purported emergencies when quantities of the controlled substances dispensed were greater than what was 
adequate for the emergency period and that PharmScript of KS, LLC failed to obtain written prescriptions within seven days after a 
verbal authorization. The government also alleged that other controlled substances were dispensed without a written prescription and 
when no verbal authorization was received from a physician. 

The government also resolved claims that PharmScript of KS, LLC was improperly paid by the Medicare and Medicaid programs for 
dispensing controlled substances without valid prescriptions. 

Psychologist Admits Defrauding Medicaid, Medicare and Private Insurers 
MICHAEL LONSKI, 71, of Greenwich, waived his right to be indicted and pleaded guilty December 12, 2022 before U.S. District 
Judge Sarala V. Nagala in Hartford, Connecticut to health care fraud. 

According to court documents and statements made in court, Lonski is a licensed psychologist who, along with another licensed 
psychologist (“Individual 1”), has operated a practice out of his home office in Old Greenwich. Lonski and Individual 1 were authorized 
providers for the Connecticut Medicaid program (“Medicaid”), Medicare and other health care benefit programs. Lonski assumed 
responsibility for submitting claims for reimbursement for services allegedly provided by himself and by Individual 1, both at their 
home office and at various skilled nursing facilities within Connecticut. 

In pleading guilty, Lonski admitted that he billed insurers for services that he knew were not rendered, including by billing for patients 
who were deceased, for dates of service when he was out of the country, for dates of service when Individual 1 was out of the country, 
and for dates of service when he was hospitalized. These fraudulent claims resulted in a loss of over $2,651,296, including a loss of 
$1,157,292 to the Connecticut Medicaid program and a loss of $119,092 Medicare. 

Health care fraud carries a maximum term of imprisonment of 10 years. Judge Nagala scheduled sentencing for March 10, 2023. As 
part of his plea, Lonski has agreed to pay full restitution. Lonski is released on bond pending sentencing. 

In 2002, Lonski settled a federal lawsuit alleging health care fraud offenses, which was brought by the government in the Southern 
District of New York. Lonski agreed to pay $4 million in restitution and was excluded from participating in the Medicare program from 
April 2003 to November 2007. He was reinstated to the Medicare program in approximately December 2008. 
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Physician and Office Manager Agree to Pay Over $420,000 to Settle Kickback Allegations  
Vijesh Patel, M.D. and his office manager and wife Laju Patel, both of Port Neches, Texas, have agreed to pay $422,789 to resolve 
False Claims Act allegations that they received illegal kickbacks in violation of the Anti-Kickback Statute in return for referring patients 
for laboratory testing, and both have agreed to cooperate with the Department of Justice’s investigations of, and litigation against, other 
participants in the alleged schemes. 

The settlement announced today resolves allegations that Dr. and Mrs. Patel received kickbacks in violation of the Anti-Kickback Statute 
in return for Dr. Patel’s referrals to three laboratories: 

 Texas Laboratory. From December 2016 to July 2018, Dr. Patel allegedly received thousands of dollars in payments from a 
purported management service organization (MSO) named Indus MG LLC (Indus) in return for ordering laboratory tests from 
True Health Diagnostics LLC (True Health), a clinical laboratory in Frisco, Texas. The Indus MSO’s payments to Dr. Patel 
allegedly were disguised as investment returns but in fact were based on, and offered in exchange for, his referrals to True 
Health. 

 New Jersey Laboratory. From August 2018 to August 2021, Dr. Patel allegedly received thousands of dollars in kickbacks 
disguised as investment returns from a purported MSO named Avior Group LLC (Avior) in return for ordering laboratory tests 
from RDx Bioscience, Inc. (RDx), a clinical laboratory in Kenilworth, New Jersey. RDx allegedly funded remuneration to Dr. 
Patel in the form of volume-based commissions paid to an independent contractor recruiter, Corum Group LLC, which used an 
associated company, Avior, to pay kickbacks to Dr. Patel and other physicians in return for their referrals. In addition, from 
December 2018 to August 2022, Mrs. Patel allegedly received kickbacks from RDx in the form of commercially unreasonable 
fees to purportedly collect urine specimens for testing that Dr. Patel referred to RDx. 

 South Carolina Laboratory. From August 2019 to December 2021, Dr. Patel allegedly received hundreds of dollars per month 
in inflated space rental payments in return for ordering laboratory tests from Labtech Diagnostics LLC (Labtech), a clinical 
laboratory in Anderson, South Carolina. Labtech’s rental payments allegedly were for a commercially unreasonable amount of 
space and excessive days and time. 

The settlement was the result of a coordinated effort between the Civil Division’s Commercial Litigation Branch, Fraud Section and the 
U.S. Attorneys’ Offices for the Eastern District of Texas, District of New Jersey, and District of South Carolina, with assistance from 
HHS-OIG and DCIS. To date, the United States has recovered over $32 million relating to conduct involving True Health or MSO 
kickbacks to physicians in Texas, including False Claims Act settlements with 34 physicians, two health care executives, one office 
manager, and one laboratory. In addition, the United States has filed a lawsuit under the False Claims Act against former True Health 
CEO Christopher Grottenthaler and others, which is captioned United States ex rel. STF, LLC v. True Health Diagnostics, LLC, et 
al., No. 4:16-cv-547 (E.D. Tex.). A defendant who violates the act is liable for three times the amount of the government’s losses plus 
applicable penalties. 

Lab Owner Convicted in $463 Million Genetic Testing Scheme to Defraud Medicare 
Minal Patel, 44, of Atlanta, who owned LabSolutions LLC (LabSolutions) was convicted by a federal jury in the Southern District of 
Florida. Patel, a Georgia man was convicted on December 14, 2022 for his role in a scheme to defraud Medicare by submitting over 
$463 million in genetic and other laboratory tests that patients did not need and that were procured through the payment of kickbacks. 

According to court documents and evidence presented at trial, Patel owned LabSolutions LLC (LabSolutions), a lab enrolled with 
Medicare that performed sophisticated genetic tests. Patel conspired with patient brokers, telemedicine companies, and call centers to 
target Medicare beneficiaries with telemarketing calls falsely stating that Medicare covered expensive cancer genetic tests. After the 
Medicare beneficiaries agreed to take a test, Patel paid kickbacks and bribes to patient brokers to obtain signed doctors’ orders 
authorizing the tests from telemedicine companies. To conceal the kickbacks, Patel required patient brokers to sign contracts that falsely 
stated that they were performing legitimate advertising services for LabSolutions. 

The telemedicine doctors approved the expensive testing even though they were not treating the beneficiaries and often did not even 
speak with them. From July 2016 through August 2019, LabSolutions submitted more than $463 million in claims to Medicare, including 
for medically unnecessary genetic tests, of which Medicare paid over $187 million. In that timeframe, Patel personally received over 
$21 million in Medicare proceeds. 

Patel was convicted of one count of conspiracy to commit health care fraud and wire fraud, three counts of health care fraud, one count 
of conspiracy to defraud the United States and to pay and receive illegal health care kickbacks, four counts of paying illegal health care 
kickbacks, and one count of conspiracy to commit money laundering. He is scheduled to be sentenced on March 7, 2023 and faces a 
maximum penalty of 20 years in prison on the first conspiracy count, 10 years on each health care fraud count, five years on the second 
conspiracy count, 10 years on each kickback count, and 20 years on the third conspiracy count. A federal district court judge will 
determine any sentence after considering the U.S. Sentencing Guidelines and other statutory factors. 

Qui Tam Succeeds: Ocenture LLC and Carelumina LLC Settle for $3 Million Allegations of False Claims 
Ocenture LLC, a privately held company headquartered in Jacksonville, Florida, and its subsidiary, Carelumina LLC (collectively, 
“Ocenture”), have agreed to pay $3 million to resolve allegations that they caused the submission of false claims to Medicare by paying 
and receiving kickbacks in connection with genetic testing samples. 

The United States alleged that Ocenture participated in a genetic testing fraud scheme with other marketers and clinical laboratories. As 
part of the alleged scheme, Ocenture solicited genetic testing samples from Medicare beneficiaries directly and through other marketers. 
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Ocenture then paid physicians to falsely attest that the genetic testing was medically necessary and arranged for the laboratories to 
process the tests and receive reimbursement from Medicare, with a portion of that reimbursement being paid to Ocenture.  

The civil settlement includes the resolution of claims brought under the qui tam or whistleblower provisions of the False Claims Act by 
Christopher Improta and Peter Brandt, two marketers who were approached by Ocenture to participate in the alleged kickback scheme. 
Under those provisions, a private party can file an action on behalf of the United States and receive a portion of any recovery. The qui 
tam case is captioned U.S. ex rel. Improta, et al. v. Ocenture, et al., Civil Action No. 3:19-cv-358 (M.D. Fla.). As part of today’s 
resolution, Messrs. Improta and Brandt will receive approximately $570,000. 

The resolution obtained in this matter was the result of a coordinated effort between the Justice Department’s Civil Division, Commercial 
Litigation Branch, Fraud Section, and the U.S. Attorney’s Office for the Middle District of Florida, with assistance from the HHS-OIG 
and the FBI. 

Qui Tam Succeeds: Connecticut Physician and Urgent Care Practice Pay Over $4.2 Million to Settle  
JASDEEP SIDANA, M.D. and DOCS MEDICAL GROUP, INC. (doing business as Docs Medical), DOCS MEDICAL INC., 
DOCS URGENT CARE LLP, LUNG DOCS OF CT, P.C., EPIC FAMILY PHYSICIANS, LLP, and CONTINUUM MEDICAL 
GROUP, LLC (collectively, “DOCS”), have entered into a civil settlement agreement with the federal and state governments in which 
they will pay a total of $4,267,950.21 to resolve allegations that they submitted false claims for payment to Medicare and the Connecticut 
Medicaid program for medically unnecessary allergy services, unsupervised allergy services, and services improperly billed as though 
provided by Sidana. The agreement also resolves allegations that Sidana and DOCS improperly billed for certain office visits associated 
with COVID-19 tests. 

Sidana is a physician who specializes in pulmonology and is the owner and Chief Executive Officer of DOCS, a medical practice with 
more than 20 facilities throughout Connecticut that offers a variety of services to its patients, including primary and urgent care, allergy 
testing and treatment, and COVID testing. 

Medicare and Connecticut Medicaid pay only for services or items that are medically necessary. Some services also have supervision 
requirements, and allergy tests and the preparation of allergy immunotherapy must be directly supervised by a physician.  Direct 
supervision requires the supervising physician to be present in the same office suite, and immediately available to render assistance if 
needed. 

In early 2014, DOCS and Sidana started providing allergy testing and treatment services to their patients. The government alleges that 
between October 1, 2016, and September 30, 2017, DOCS and Sidana submitted false claims to Medicare and Medicaid for 
immunotherapy services that were not medically necessary and were not directly supervised by a physician. The allegations also involve 
claims to Medicare and Medicaid for medically unnecessary annual re-testing of allergy patients between January 1, 2014, and 
November 11, 2018. 

The government also alleges that between January 1, 2014, and January 1, 2019, DOCS and Sidana submitted claims for medical services 
performed by Sidana on dates of service when he was traveling internationally and did not perform or supervise the services. Instead, 
the services were actually performed by lower-level providers, who typically receive a lower reimbursement rate from Medicare and 
Medicaid for such services. 

Finally, the government contended that when administering tests for COVID, DOCS and Sidana improperly billed Medicare and 
Connecticut Medicaid for certain evaluation and management (“E&M”) services, commonly referred to as office visits. The government 
alleges that between April 1, 2020, and December 31, 2020, on the same dates that patients received COVID-19 tests, DOCS and Sidana 
submitted claims for moderately complex “level 3” E&M services, when those level 3 office visits were not in fact provided. 

As part of this settlement, DOCS and Sidana have entered into a three-year Integrity Agreement with the Department of Health and 
Human Services, Office of the Inspector General that is designed to ensure future compliance with the requirements of federal healthcare 
programs. 

New York Diagnostic Testing Facility Owners Sentenced for Health Care Fraud Scheme 
Tea Kaganovich, 50, and Ramazi Mitaishvili, 62, both of Brooklyn, are a married couple that co-owned several diagnostic testing 
facilities in Brooklyn, New York. The two New York diagnostic testing facility owners were sentenced December 1, 2022 to three years 
in prison for their roles in a more than $18 million health care fraud scheme. 

According to court documents, The couple paid over $18 million in kickbacks for the referral of beneficiaries who submitted themselves 
to diagnostic testing and other purported medical services. Kaganovich and Mitaishvili also falsely reported to the IRS that the illegal 
kickback payments were legitimate business expenses and therefore submitted tax forms that under-reported business income and 
claimed deductions to which they were not entitled. 

Qui Tam Suit Results in: 
Advanced Bionics LLC Agreement to pay $12 Million for Alleged False Claims for Cochlear Implant Processors 

Advanced Bionics LLC, a Valencia, California-based manufacturer of cochlear implant system devices, has agreed to pay more than 
$12 million to resolve allegations that it misled federal health care programs regarding the radiofrequency (RF) emissions generated by 
some of its cochlear implant processors. 

The tests at issue measured the extent to which cochlear implant systems generate RF emissions that can potentially interfere with other 
devices that use the RF spectrum. Such other devices may include telephones, alarm and security systems, televisions and radios. 
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The settlement resolves allegations that Advanced Bionics, in submitting pre-market approval applications to the Food and Drug 
Administration (FDA) for Advanced Bionics’ Neptune and Naida cochlear implant processors, made false claims regarding the results 
of its RF emissions tests. Advanced Bionics allegedly represented that its processors satisfied an internationally recognized emissions 
standard when, in fact, Advanced Bionics did not comply with that standard. More specifically, Advanced Bionics allegedly failed to 
honor the standard’s requirements to test processors using “worst-case” configurations, and improperly shielded certain emissions-
generating system components during emissions testing. Advanced Bionics then allegedly sought reimbursement from Medicare, 
Medicaid, and other federally funded healthcare programs for these devices.  

In addition to the civil settlement, Advanced Bionics entered into a five-year Corporate Integrity Agreement (CIA) with HHS-OIG. The 
CIA requires an independent review of activities and processes relating to the preparation or submission of Premarket Approval 
Applications (PMAs) to the FDA and performance standards relevant to those PMAs. Advanced Bionics must also implement a robust 
compliance program that includes, among other things, a risk assessment program and compliance certifications from key managers and 
from the Board of Directors.  

The settlement provides that Advanced Bionics will pay roughly $11.36 million to the United States, and in addition, will pay 
approximately $1.24 million to the participating Medicaid States, pursuant to the terms of separate settlement agreements that Advanced 
Bionics has, or will enter into, with those states. 

The settlement resolves a lawsuit originally brought by David Nyberg, a former Advanced Bionics engineer, under the qui tam or 
whistleblower provisions of the False Claims Act. Under those provisions, a private party can file an action on behalf of the United 
States and receive a portion of any recovery. As part of this resolution, Mr. Nyberg will receive approximately $1.87 million of the 
federal settlement amount. 

Qui Tam Again: Youth Rehabilitation Center to Pay Over $3.4 Million for False Claims Act Violations 
Pathway, Inc. and Pathway of Baldwin County, LLC have agreed to pay $3,496,331.92 to resolve allegations that Pathway of Baldwin 
County, LLC wrongfully billed Medicaid for services it did not actually provide, in violation of the False Claims Act. 

Pathway, Inc. is a private corporation that operates Pathway of Baldwin County, LLC. Pathway of Baldwin County, LLC provides 
services to certain Medicaid-eligible youth recipients through a contractual arrangement with the Alabama Department of Youth 
Services, which in turn contracts with the Alabama Medicaid Agency. Pathway of Baldwin County billed Medicaid for individual basic 
living skills services that it did not actually provide. 

The civil settlement includes the resolution of claims brought under the qui tam or whistleblower provisions of the False Claims Act 
against Pathway, Inc. and Pathway of Baldwin County, LLC. Under the qui tam provisions of the False Claims Act, a private party can 
file an action on behalf of the United States and receive a portion of the settlement if the government takes over the case and reaches a 
monetary agreement with the defendant. The qui tam case is captioned U.S. ex rel. Richard Sheppard v. Pathway of Baldwin County, 
LLC and Pathway, Inc., No. 1:17-cv-00355-KD-N (S.D. Ala). 

Qui Tam Again: Agreement to Pay More than $44.8 Million to Resolve False Claims Act Liability  
BioTelemetry Inc. and its subsidiary CardioNet LLC, both headquartered in Pennsylvania (collectively “BioTelemetry”), agreed to 
pay $44,875,000 to resolve allegations that they violated the False Claims Act by knowingly submitting claims to Medicare, TRICARE, 
the Veterans Health Administration, and the Federal Employee Health Benefits Program for heart monitoring tests that were performed, 
in part, outside the United States, and in many cases by technicians who were not qualified to perform such tests. 

The United States alleged that CardioNet improperly billed Medicare and other federal health care programs for certain cardiac 
monitoring services — including Holter, event monitoring, and mobile cardiovascular telemetry (MCT) tests — that were performed 
overseas in violation of federal law that prohibits payment for services furnished outside the United States. More specifically, the 
government alleged that, in 2013, CardioNet contracted with a company located in India for the provision of diagnostic and analysis 
services of heart monitoring data. Although BioTelemetry set up a workflow that was designed to route electrocardiogram data, including 
data relating to cardiac events (ECG Data) for federal healthcare beneficiaries, to a domestic independent diagnostic testing facility for 
review and analysis, the government alleged that BioTelemetry — with the knowledge of then senior management — diverted certain 
federal beneficiaries’ ECG Data to India when the domestic workflow became backlogged. BioTelemetry also allegedly sent ECG data 
for other federal beneficiaries directly to India for review. In 2014, over 29% of the ECG Data reviewed in connection with MCT tests, 
and over 78% of the ECG Data reviewed in connection with event monitoring tests, for Medicare patients were allegedly reviewed by 
technicians located in India. In 2015, those numbers allegedly rose to over 47% and over 88%, respectively. Although BioTelemetry 
began implementing technological controls in late 2015 to prevent personnel in India from accessing the domestic workflow, those 
controls were insufficient, and technicians in India allegedly continued to review and analyze some ECG Data for federal healthcare 
program beneficiaries thereafter. 

The United States further alleged that most of the offshore technicians tasked with reviewing ECG Data for federal healthcare program 
beneficiaries did not have the basic qualifications to perform the tests in question. Of the more than 450 India-based technicians who 
reviewed Medicare patients’ ECG Data in connection with MCT services that CardioNet billed to Medicare during the 2013 to 2018 
period, the government alleged that fewer than 3% were certified by Cardiovascular Credentialing International (CCI), the only 
recognized credentialing body for such cardiovascular technicians.  

In connection with the settlement, BioTelemetry Inc. entered into a five-year Corporate Integrity Agreement (CIA) with the U.S. 
Department of Health and Human Services Office of Inspector General (HHS-OIG) that requires, among other things, the 
implementation of a risk assessment and internal review process designed to identify and address evolving compliance risks. The CIA 
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also requires an independent review organization to annually assess the medical necessity and appropriateness of claims billed to 
Medicare. 

The civil settlement includes the resolution of claims brought under the qui tam or whistleblower provisions of the False Claims Act by 
Christopher Strasinski and Philip Leone, both former CardioNet employees. Under those provisions, a private party can file an action 
on behalf of the United States and receive a portion of any recovery. The qui tam case is captioned U.S. ex rel. Doe v. BioTelemetry, 
Inc., et al., No. No. 2:18-cv-01688-PD (E.D. Pa.). As part of today’s resolution, the whistleblowers will receive approximately $8.3 
million. 

Defenses to the Tort of Bad Faith 
Insurers in states where the tort of bad faith exists (almost every state) who deny fraudulent insurance claims with fear and trembling. 
The specter of punitive damages has worked to make multi-millionaires of many insurance criminals who convince insurers to settle 
rather than take a chance on a trial of a suit alleging the insurer acted in bad faith.  

Insurers pay claims they believe they do not owe because they are fearful – regardless of the merits of their position – of being assessed 
punitive damages in a bad faith action. The fear is not well placed if the suspected fraudulent claim or non-covered loss is denied based 
upon a fair and thorough investigation, an intelligent review of the facts as they relate to the policy wording and a reasonable application 
of the law of the jurisdiction. If, after a fair and thorough investigation, an insurer believes that a fraud is being attempted or that the 
policy wording does not cover the loss, the dispute between the insurer and the insured is one of fact, not tort, and the insured is limited 
to recovery of contract damages.  

The Tort of Bad Faith 
The tort was first created in the 1950’s by the California Supreme Court. Essentially, it created a tort out of a breach of the terms and 
conditions of a contract of insurance. Although there is in every insurance contract an implied in law covenant of good faith and fair 
dealing breach of that covenant had, until the 1950’s, allowed the insured the right only to the benefits promised by the contract. After 
the courts created the tort of bad faith insureds who were upset about the way their claim was handled could sue the insurer seeking, in 
addition to the contract damages, tort damages, including exemplary or punitive damages.  

Judgments in multiple millions of dollars were assessed against insurers who failed to pay small claims. One $40 dollar claim resulted 
in a $5 million judgment. Bad faith claims became abusive and the fact that both parties to the contract of insurance owed the same duty 
of good faith to the insurer. It had been, since at least 1766 that neither party to the contract of insurance should do nothing that would 
deprive the other of the benefits of the contract of insurance. 

A determination of the tort of bad faith requires a two-part test. To demonstrate that an insurance company has committed a tortious bad 
faith refusal to honor a claim of an insured, a plaintiff must show (1) the absence of a reasonable basis for denying benefits of the policy 
and (2) the defendant's knowledge or reckless disregard of the lack of a reasonable basis for denying the claim. The absence of a 
reasonable basis for denying a claim exists when the claim is not fairly debatable. [Trinity Evangelical Lutheran Church & Sch.-Freistadt 
v. Tower Ins. Co., 2003 WI 46, ¶ 33, 261 Wis.2d 333, 347, 661 N.W.2d 789, 795.] In other words, the analysis under both the breach of 
contract and the bad faith claims will involve a determination of whether the claim was “fairly debatable. [Demirchyan v. Safeco Ins. 
Co. of Ill. (E.D. Wis. 2022)] 

An insurance claim is not “fairly debatable” where there is sufficient evidence from which reasonable jurors could conclude that in the 
investigation, evaluation, and processing of the claim, the insurer acted unreasonably and either knew or was conscious of the fact that 
its conduct was unreasonable. [Nyborg v. State Farm Mut. Auto. Ins. Co. (D. Colo. 2022)] 

To establish an insurer's bad faith, the insured must demonstrate that coverage was so clear that it was not "fairly debatable." Put 
differently, a plaintiff must show the lack of a reasonable basis for denying the claim or unreasonably delaying its processing, and the 
insurer's knowledge or reckless disregard that it was acting unreasonably. [Wacker-Ciocco v. Gov't Emp. Ins. Co., 439 N.J. Super. 603, 
110 A.3d 962, 968 (N.J. Sup. Ct. App. Div. 2015); BSD-360, LLC v. Phila. Indem. Ins. Co., 580 F.Supp.3d 92 (E.D. Pa. 2022)] 

The Genuine Dispute or Fairly Debatable Defenses to Tort of Bad Faith 
If the insurer has done its work properly before denying a claim it should never be held liable for breach of the covenant of good faith 
and fair dealing. Tort and punitive damages should be eliminated as a matter of law before trial by motions for summary judgment.  

To defeat a summary judgment motion to eliminate claims of the tort of bad faith the non-moving party must do more than simply show 
that there is some metaphysical doubt as to the material facts and may not rely on conclusory allegations or unsubstantiated speculation. 
[F.D.I.C. v. Great Am. Ins. Co., 607 F.3d 288, 292 (2d Cir. 2010) (quoting Matsushita Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 
574, 586 (1986); Scotto v. Almenas, 143 F.3d 105, 114 (2d Cir. 1998); Drennen v. Certain Underwriters At Lloyds of London (In re 
Residential Capital, LLC) (Bankr. S.D.N.Y. 2022) \ 

It is now settled law in California that an insurer denying or delaying the payment of policy benefits due to the existence of a genuine 
dispute with its insured as to the existence of coverage liability or the amount of the insured's coverage claim is not liable in bad faith 
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even though it might be liable for breach of contract. In California, an insurer who delays payment of policy benefits because of a 
“genuine dispute with its insured as to . . . the amount of the insured's coverage claim is not liable in bad faith.” [Chateau Chamberay 
Homeowners Ass'n v. Associated Int'l Ins. Co., 90 Cal.App.4th 335, 347 (2001); see also Guebara v. Allstate Ins. Co., 237 F.3d 987, 
992 (9th Cir. 2001)  

The California Court of Appeals, in Chateau Chambrey Homeowners Association v. Associated International Insurance Company, 90 
Cal.App.4th 335, 108 Cal.Rptr.2d 776 (2001) extended the “genuine dispute doctrine” to a factual claim dispute. Fraud is a factual 
dispute that includes legal concepts.  

The Wisconsin Supreme Court adopted the view that if a particular claim is "fairly debatable," the insurer is entitled to debate that claim 
regardless of whether the debate concerns a matter of fact or one of law. [Davis v. Allstate Insurance Co., 101 Wis.2d 1, 303 N.W.2d 
596 (1981); and Anderson v. Continental Insurance Co., 85 Wis.2d 675, 271 N.W.2d 368 (1978).]  

In Drake v. Milwaukee Mutual Insurance Co., 70 Wis.2d 977, 236 N.W.2d 204 (1975), the Wisconsin Supreme Court adopted the 
concept of a "fairly debatable" claim that avoided the tort of bad faith. In Drake, the insurer refused to pay the insured's claim because 
there was a genuine dispute over the status of Wisconsin law respecting whether "uninsured motorist coverage was unavailable when 
another insured party was potentially liable" for the insured's damages. As the Drake court viewed the matter; because there was a 
genuine dispute over the status of the law when the insured's claim was denied, the court was precluded from finding that the insured's 
claim was not fairly debatable, and the company could not be adjudged liable for a bad faith refusal to pay the claim. [see also Empire 
Fire & Marine Ins. Co. v. Simpsonville Wrecker Service, Inc., 880 S.W.2d 886 (Ky. Ct. App. 1994)] 

Although an insurer's bad faith is ordinarily a question of fact to be determined by a jury by considering evidence of motive, intent and 
state of mind, the question becomes one of law when there are no conflicting inferences, and a court concludes reasonable minds could 
not differ. [Walbrook Ins. Co. v. Liberty Mutual Ins. Co. (1992) 5 Cal.App.4th 1445, 1454-1455.] Thus, the issue of bad faith may, in 
specific instances, be treated as an issue of law and disposed of with a motion to dismiss or a motion for summary judgment. 

The Ninth Circuit Court of Appeal in Guebara v. Allstate Insurance Co., 237 F.3d 987 (9th Cir. 2001) found no bad faith in a case where 
Allstate believed, from its investigation that Guebara had attempted fraud. The Ninth Circuit opined:  

The genuine dispute in this case was not purely factual. The genuine dispute as to the contents claims was based on 
factual evidence – three expert opinions, inconsistent testimony by Guebara and her witnesses, and desperate financial 
circumstances. The genuine dispute as to the structure claim, however, was based on the fraud language in the policy 
and on an unsettled issue in California insurance law. … The ‘genuine dispute’ defense has been adopted across the 
U.S. ‘The essence of the question as to whether the dispute is merely contractual or whether there are tortious elements 
justifying an award of punitive damages depends first on whether there is proof of bad faith and next whether the 
proof is sufficient for the jury to conclude that there was 'conduct that is outrageous, because of the defendant's evil 
motive or his reckless indifference to the rights of others.' Restatement (Second) Torts, Sec. 909(2) (1979), as quoted 
and applied in Horton v. Union Light, Heat and Power Co., [] 690 S.W.2d 382, 388-90 ([Ky.] 1985).’ Federal Kemper, 
[] 711 S.W.2d at 848. [First National Bank of Louisville v. Lustig, 96 F.3d 1554 (5th Cir. 09/30/1996) applying 
Kentucky law]  

Across the United States, including in Idaho and Wisconsin an insured may recover in tort where its insurer unreasonably and in bad 
faith denies or withholds payment of a valid claim. [Roper v. State Farm Mut. Automobile Ins. Co., 131 Idaho 459, 461, 958 P.2d 1145, 
1148 (1998); White v. Unigard Mut. Ins. Co., 112 Idaho 94, 96, 730 P.2d 1014, 1016 (1986).]  

In addition, an insured asserting a claim of bad faith must show that the claim was not fairly debatable; that the denial or failure to pay 
was not the result of a good faith mistake; and that the resulting harm is not fully compensable by contract damages. [Simper v. Farm 
Bureau Mut. Ins. Co. of Idaho, 132 Idaho 471, 474, 974 P.2d 1110, 1103 (1999); Lucas v. State Farm Fire & Cas. Co., 131 Idaho 674, 
677, 963 P.2d 357, 360 (1998); Anderson v. Farmers Ins. Co. of Idaho, 120 Idaho 755, 759, 947 P.2d 1003, 1007 (1997)]  

It is becoming axiomatic to most courts that an insurer does not act in bad faith if it challenges the validity of a “fairly debatable” claim. 
When a claim is fairly debatable, the insurer is entitled to dispute the claim and will not be deemed liable for failure to pay the claim. 
[Green v. Truck Ins. Exchange, 114 Idaho 63, 753 P.2d 274 (Ct. App. 1988) and Drake v. Milwaukee Mutual Ins. Co., 236 N.W.2d 204, 
208 (Wis. 1974) (insurer is entitled to debate a fairly debatable claim, whether the debate concerns a matter of fact or law).  

There are two ways in Kentucky, for example, in which a claim may be fairly debatable:  

1) if the issue is one of first impression in Kentucky and authorities from other jurisdictions support the insurer's position and  

2) if a dispute over relevant facts related to coverage exists. [Empire Fire & Marine Ins. Co. v. Simpsonville Wrecker Serv., Inc., 
880 S.W.2d 886, 890 (Ky. Ct. App. 1994).]  

Iowa also sets up as a defense to the tort of “bad faith” the “fairly debatable” standard. The Iowa Supreme Court first recognized the 
intentional tort of first-party bad faith in Dolan v. Aid Insurance Co., 431 N.W.2d 790 (Iowa 1988). The Iowa Supreme Court held: 

To establish first-party bad faith, an insured must show that: (1) the insurer had no reasonable basis for denying 
benefits under the policy; and (2) the insurer knew or recklessly disregarded the lack of a reasonable basis for denying 
the claim. The court explained that when ‘a claim is ‘fairly debatable,’ the insurer is entitled to debate it, whether the 
debate concerns a matter of fact or law.’ Id. (citing M-Z Enterprises v. Hawkeye Security Ins. Co., 318 N.W.2d 408, 
415 (Iowa 1982)).  

* * *  
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If the insurer has an ‘objectively reasonable’ explanation for its denial, the insurer may be entitled to summary 
judgment or a directed verdict on a bad faith claim. In such a case, the reasons supporting the insurer's denial cannot 
be the subject of a genuine factual dispute. [Chadima v. National Fidelity Life Insurance Co., 55 F.3d 345 (8th Cir. 
04/26/1995)]  

A bad faith tort action is known in Wyoming as “the tort of violation of the duty of good faith and fair dealing.” [Herrig v. Herrig, 844 
P.2d 487, 490 (Wyo. 1992)]. In order to prevail, the insured must prove that the denial of his claim by the insurer was not ‘fairly 
debatable,’ which is an objective standard. Further, the insured must prove that there is no reasonable basis for denying the benefits of 
the policy, and that the insurer knew of or recklessly disregarded the lack of a reasonable basis for the denial.  

A claim is “fairly debatable” when it is open to dispute on any logical basis. If reasonable minds can differ on the coverage-determining 
facts or law, then the claim is fairly debatable. The fact that the insurer's position is ultimately found to lack merit is not sufficient by 
itself to establish a bad faith claim. For example, Thompson v. U.S. Fid. & Guar. Co., 559 N.W.2d 288, 292 (Iowa 1997) held as a matter 
of law that the insurer had a reasonable basis for asserting an intoxication defense, even though the defense was unsuccessful. 

Whether a claim is fairly debatable can generally be decided as a matter of law by the court. When there is evidence, the insurer had a 
reasonable basis for denying coverage, it generally follows that the insured's claim was fairly debatable. The mere denial of a plaintiff's 
motion for a directed verdict automatically establishes that the issue is “fairly debatable”. The objective element of a bad faith claim is 
especially amenable to resolution by a court when the "pivotal issue" behind the underlying insurance claim is "purely one of law."  

The prudent insurer must complete a thorough investigation and seek advice of a fully informed and experienced insurance coverage 
lawyer. By so doing, by relying on the advice and counsel of an experienced insurance coverage lawyer, or other expert in insurance, 
investigation, or causes of loss, will find it has established a genuine dispute. 

In North Dakota, the Supreme Court stated in Fetch v. Guam, 2001 N.D. 48, 623 N.W.2d 357 (N.D., 2001):  

The district court held, as a matter of law, an insurance company is not guilty of bad faith for denying a claim when 
the claim is fairly debatable or if there is a reasonable basis for denying the claim or delaying payment. The court 
found that over the years American Hardware had made offers of settlement in line with the verdict. In addition, the 
court determined Fetch did not present any information suggesting American Hardware improperly denied coverage, 
investigated in bad faith, or fraudulently induced Fetch to delay filing a motion for default judgment against Guam; 
moreover, the trial court noted, those arguments were anticipated by American Hardware and effectively refuted.  

The North Dakota Supreme Court stated clearly and unambiguously “an insurer does not act in bad faith by reasonably refusing to settle 
a claim, which is fairly debatable as to liability, for amounts demanded by an insured which are not supported by facts regarding 
damages. [Hanson v. Cincinnati Life Ins. Co., 1997 ND 230, ¶ 29, 571 N.W.2d 363]  

The Alabama Supreme Court in State Farm Fire & Casualty Company v. Slade, 747 So.2d 293 (Ala. 1999) stated the standard in the 
negative, by stating that “when the claim is not fairly debatable, refusal to pay will be bad faith and, under appropriate facts, give rise 
to an action for tortious refusal to honor the claim. [Anderson v. Continental Insurance Co., 85 Wis.2d 675, 271 N.W.2d 368 (1978).] 
When a claim is “fairly debatable,” the insurer is entitled to debate it, whether the debate concerns a matter of fact or law. Bad faith, in 
Alabama is not simply bad judgment or negligence. To prove “bad faith” the insured must show a dishonest purpose and a breach of a 
known duty, that is, the duty of good faith and fair dealing, through some motive of self-interest or ill will.  

The Fifth Circuit, in First National Bank of Louisville v. Lustig, 96 F.3d 1554 (5th Cir., 1996) applying the law of Kentucky, stated the 
rule:  

[I]t is clear that an insurer may challenge a claim which is fairly debatable on its law or facts. Federal Kemper, 711 
S.W.2d at 846- 849 (Leibson, J., Dissenting); Curry, 784 S.W.2d at 178; and see Empire Fire & Marine Ins. Co. v. 
Simpsonville Wrecker Serv., Inc., 880 S.W.2d 886, 890 (Ky. Ct. App. 1994). ...  

* * *  

At the conclusion of the coverage phase of the trial, the jury determined that coverage existed. On appeal, the parties 
do not dispute that the Sureties are obligated to pay the claim under the terms of the policy and, therefore, the parties 
do not contest the first factor under the bad faith analysis. ... Although coverage was found under a banker’s bond the 
court concluded there was no bad faith and that the dispute was ‘fairly debatable’ because Kentucky has not yet defined 
‘manifest intent’ and because of the lack of certainty in this case concerning whether manifest intent was based on the 
subjective intent of the bank officer or the objective result of his conduct. The court held that the Sureties possessed a 
legally debatable basis for denying FNBL's claim and a factual basis upon which to contest FNBL's claim based on 
the bank officer’s refusal to admit to intending to harm the bank.  

The Seventh Circuit, in Duir v. John Alden Life Insurance Co., 754 F.2d 245 (7th Cir. 1985), applied the “fairly debatable” measure to 
a bad faith claim and stated, applying Wisconsin law:  

In order to prove a claim of bad faith, an insured must show: (1) the absence of any reasonable basis by the insurer 
for denying the benefits of the policy to the insured; and (2) the insurer's knowledge or reckless disregard of the lack 
of a reasonable basis for denying the claim. ... However, when an insurer exercises its duty of ordinary care and 
reasonable diligence in investigating and evaluating claims and determines that a claim is ‘fairly debatable,’ the 
insurer is entitled to debate and/or litigate the claim if it feels that there is a question of law or fact which must be 
decided before the insurer, in good faith, is required to pay. … Benke v. Mukwonago-Vernon, 110 Wis.2d at 364- 65, 
329 N.W.2d at 248. [Italics added]  
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Applying Alabama law in State Farm Fire and Casualty Co. v. Balmer, 891 F.2d 874 (11th Cir., 1990) the Eleventh Circuit held:  

[H]owever recklessly an insurer conducts its investigation, a bad faith claim cannot succeed where the insurer had an 
arguably lawful basis for denying the claim. ‘When a claim is 'fairly debatable,' the insurer is entitled to debate it, 
whether the debate concerns a matter of fact or law.’ National Sec. Fire & Casualty Co. v. Bowen, 417 So.2d 179, 183 
(Ala. 1982) (citation omitted).  

The State Farm v. Balmer, supra. court found that State Farm's investigation was far from ideal. State Farm did not use purchase 
verification forms or sift the debris to verify the contents destroyed in the fire. There was also evidence suggesting that State Farm failed 
to follow in-house rules concerning the investigation of fire losses and failed to perform all of the steps in a proper fire investigation. 
Regardless, the court found that Alabama law is clear that the imperfections of State Farm's investigation, the existence of a debatable 
reason for denying the claim at the time the claim was denied defeats a bad faith failure to pay claim. The Balmers represented via sworn 
statements that the contents destroyed in the fire had a total value of $159,000, and that within a year before the fire more than $23,000 
of these contents was purchased and more than $9,000 was received as gifts. The Balmers' tax returns for the two years preceding the 
fire reported their annual income as falling between $6,000 and $10,000. A report by two State Farm representatives who visited the 
site of the house the day after the fire indicated that there appeared to be a small amount of contents for a two-story house. A State Farm 
special investigator learned that the Balmers were $50,774.11 in arrears on loans and mortgages secured by the farm property. That 
information was found to be sufficient to conclude that the decision to deny the claim was fairly debatable and the insured could not 
maintain a bad faith cause of action.  

The Washington Supreme Court in Ellwein v. Hartford Accident And Indemnity Co., 142 Wash.2d 766, 15 P.3d 640 (Wash. 2001) held 
that the “fairly debatable” standard for determining bad faith, as it is commonly called, is followed in the vast majority of jurisdictions. 
In Washington the “fairly debatable” standard is a simple matter of fairness. All persons, including insurance companies, should have 
the right to their day in court. The price of losing a trial should not be millions of dollars in punitive damages. The national trend 
permitting dismissal of bad faith claims as a matter of law coincides with an increased willingness on the part of courts to use summary 
judgment as a means to curtail the unwarranted consumption of public and private resources in lawsuits that seek wealth rather than 
indemnity. As authority for its position in Ellwein the Supreme Court cited multiple authorities, including Douglas G. Houser, Good 
Faith as a Matter of Law: The Insurance Company's Right to Be Wrong, 27 Tort & Ins. L.J. 665, 669 (1992) (36 states follow a ‘fairly 
debatable’-type standard for bad faith claims).  

A genuine dispute exists about whether Plaintiff's claim was legitimate that precludes a finding of bad faith. Since the insurer was found 
to have reasonably relied on the opinion of outside counsel in reaching its decision to deny Plaintiff's claim, bad faith did not lie. [Ayala 
v. Infinity Ins. Co., 713 F.Supp.2d 984 (C.D. Cal. 2010)] 

In Freidline v. Shelby Insurance Co., 774 N.E.2d 37 (Ind. 2002), the Indiana Supreme Court, faced with a denial of a claim under the 
“absolute pollution exclusion” that was found not to apply, determined that there was insufficient evidence to maintain an action for bad 
faith and stated: 

The scope of the pollution exclusion is an evolving area of law, subject to differing interpretations. The pollution 
exclusion is one of the most frequently litigated exceptions found in a staple insurance industry product - the 
comprehensive general liability policy. Tri-Town Corp., 863 F. Supp. at 38; see also Madison Constr. Co., 735 A.2d 
at 106. This is also evident in the trial court's grant of summary judgment in favor of Shelby. … Inasmuch as we find 
there is a rational basis for Shelby's actions, and Shelby supports its position with good faith legal argument, the 
Freidlines have failed to establish by clear and convincing evidence that Shelby breached its duty to act in good faith. 
Thus, the trial court correctly entered summary judgment in favor of Shelby on this issue. 

Relevant to the objective inquiry about the tort of bad faith is whether the insurer's justification for denying policy benefits or delaying 
payment is “fairly debatable.” This factor tests whether reasonable minds could disagree about whether a policy covers a claim. This is 
because Colorado law permits an insurer to challenge a claim that is fairly debatable. An insurer is under no obligation to negotiate a 
settlement when there is a genuine disagreement as to the amount of compensable damages payable under the terms of an insurance 
policy. The insurer's mere mistaken belief that its insured's claim is not compensable does not indicate bad faith nor does the mere fact 
that the insurer ultimately loses on the merits. The defense of fair debatability applies against both versions of the bad faith cause of 
action. [Meiman v. Am. Family Mut. Ins. Co. (D. Colo. 2022)] 

The insurer is not liable for bad faith for being incorrect about policy coverage as long as the insurer had a reasonable basis to take the 
position that it did. Generally, a bad-faith claim is subject to summary judgment if the defendant demonstrates that there was a genuine 
dispute as to coverage, because if the insurer had a reasonable basis to deny coverage, the insurer is unlikely to know it was acting 
unreasonably. Where the undisputed evidence shows that the insurer had some reasonable basis for acting as it did, there is no bad faith. 
[Igartua v. Mid-Century Ins. Co., 262 F.Supp.3d. 1050, 1054 (D. Nev. 2017)]. As explained, Evans has failed to present evidence 
showing that Travelers acted in bad faith, and Travelers has demonstrated that there was a genuine dispute as to coverage. Therefore, 
summary judgment for the bad faith claim was granted in favor of Travelers. [Evans v. The Standard Fire Ins. Co. (D. Nev. 2022)] 

In order to prevail on a bad faith, claim in Nevada, plaintiffs must show “the absence of a reasonable basis for denying benefits and the 
defendant's knowledge or reckless disregard of the lack of a reasonable basis for denying the claim.” Because bad faith requires the 
defendant to be objectively and subjectively unreasonable, the genuine dispute doctrine provides that “the insurer is not liable for bad 
faith for being incorrect about policy coverage as long as the insurer had a reasonable basis to take the position that it did.” [Pioneer 
Chlor Alkali Co. v. Nat'l Union Fire Ins. Co., 863 F.Supp. 1237, 1242 (D. Nev. 1994); citing Am. Excess Ins. Co. v. MGM Grand Hotels, 
Inc., 729 P.2d 1352, 1355 (Nev. 1986)]. The Ninth Circuit has unambiguously held that, “because the key to a bad faith claim is whether 
denial of a claim was reasonable, a bad faith claim should be dismissed on summary judgment if the defendant demonstrates that there 
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was ‘a genuine dispute as to coverage.'” [Feldman v. Allstate Ins. Co., 322 F.3d 660, 669 (9th Cir. 2003) (emphasis added); Basu v. 
Mass. Mut. Life Ins. Co. (D. Nev. 2022)] 

To be Certain a Claim Denial is Based on a Genuine Dispute or is Fairly Debatable Insurers Must Thoroughly Train Their Personnel  
Insurers must recognize, of course, that trial courts review the actions of an insurer when deciding a bad faith claim, with 20/20 hindsight. 
The evidence, therefore, available to the insurer to call into play the “fairly debatable” measure of good faith or the “genuine dispute 
doctrine” must be close to overwhelming and must be convincing.  

An insurer’s Special Investigative Unit (SIU) should be trained to investigate every potential fraudulent claim thoroughly, fairly and 
intelligently. The SIU’s investigation must be well documented and the decision to deny must be made in good faith with the advice and 
counsel of an experienced coverage lawyer. If the investigation is thorough, in good faith, and survives the analysis of experienced 
insurance coverage counsel the genuine dispute doctrine should defeat any suit for bad faith.  

An insurer’s claims department must be trained to thoroughly investigate every claim where a question of coverage exists, fairly, 
intelligently and in good faith. The claims department’s investigation must be well documented and the decision to deny must be made 
in after completing a thorough and good faith investigation.  

A Jury May Find Bad Faith 
The standard to be employed by a jury in evaluating the insured's argument that the claim was not “fairly debatable” is that of a reasonable 
insurer - i.e., would a reasonable insurer under the circumstances have denied or delayed payment?  

The reasonably clear standard found in the Insurance Code and common law standard for what constitutes bad faith is the same. The 
issue of bad faith does not focus on whether the claim was valid, but on the reasonableness of the insurer's conduct in rejecting the claim. 
[Lyons v. Miller Cas. Ins. Co., 866 S.W.2d 597, 601 (Tex. 1993).] Texas courts have repeatedly held that “evidence showing only a 
bona fide coverage dispute does not, standing alone, demonstrate bad faith.” [State Farm Lloyds v. Nicolau, 951 S.W.2d 444, 448 (Tex. 
1997).] If an insurer fails to conduct a reasonable investigation, it cannot assert that a bona fide coverage dispute exists. [State Farm 
Fire & Cas. Co. v. Simmons, 963 S.W.2d 42, 44 (Tex. 1998).]  

Reasonableness is determined using an objective standard of whether a reasonable insurer under similar circumstances would have 
delayed or denied payment of the claim. [Aranda v. Insurance Co. of N. Am., 748 S.W.2d 210, 213 (Tex. 1988), overruled on other 
grounds by Tex. Mut. Ins. Co. v. Ruttiger, 381 S.W.3d 430 (Tex. 2012); and Arthur v. Liberty Mut. Pers. Ins. Co. (W.D. Tex. 2022)]  

It is the duty of a claims person who decides that a loss or defense must be denied because sufficient evidence that establishes that the 
denial of the claim was “fairly debatable.” The evidence must be clear and unambiguous so that a trier of fact (a judge or jury) would 
conclude that a reasonable and prudent insurer would have made the same decision.  

Applying Colorado law, the Tenth Circuit stated in Marathon Ashland Pipe Line LLC v. Maryland Casualty Company, 243 F.3d 1232 
(10th Cir. 2001):  

As we have pointed out, however, a bad faith claim requires an entirely separate analysis from a contractual claim. 
Bad faith claims are a species of tort law, not of contract law. They constitute a violation of the insurer's separate, non-
contractual, ‘duty to process claims fairly and in good faith.’ 46A C.J.S. Ins. § 1342. Under Wyoming law, a bad faith 
claim is an independent tort action based on the theory that insurers owe a duty of good faith to policyholders not to 
unreasonably deny a claim for benefits under the policy. See McCullough v. Golden Rule Ins. Co., 789 P.2d 855, 857-
58 (Wyo. 1990); see also 46A C.J.S. Ins. § 1580.  

The Marathon Ashland Pipe Line LLC v. Maryland Casualty case found a basis for bad faith existed because of the failure of the insurer 
to promptly communicate with the insured. It stated:  

Marathon's second bad faith argument concerns Maryland Casualty's ‘oppressive or intimidating claims practices.’ 
Marathon asserts that Maryland Casualty's failure to respond to Marathon's repeated requests for a copy of the 
insurance policy and for a defense in the Berg suit forced Marathon to file suit against both SSI and Maryland 
Casualty. It is undisputed that Maryland Casualty failed to respond in writing to Marathon's tender until after 
Marathon filed suit. … Wyoming law plainly requires insurers to either accept and pay or reject an insured's claim 
within 45 days of receipt as we have said.  

Note Travelers Indem. Co. v. Armstrong, 565 S.W.3d 550, 568 (Ky. 2018) (quoting Empire Fire & Marine Ins. Co. v. Simpsonville 
Wrecker Serv., Inc., 880 S.W.2d 886, 890 (Ky. App. 1994)) If a genuine dispute does exist as to the status of the law governing the 
coverage question, the insured's claim is fairly debatable, and the tort claim for bad faith based upon the insurer's refusal to pay the claim 
may not be maintained. [Belt v. Cincinnati Ins. Co. (Ky. 2022)] 

Contents of A Claim File Needed to Establish the “Genuine Dispute”  
To establish the genuine dispute defense every claims, SIU and underwriting file where a claim is denied must contain, to establish that 
the insurer complied with the “genuine dispute” or “fairly debatable” standard, the following:  

1. The loss notice.  

2. The wording of the policy.  

3. A detailed recorded statement of:  

a. The insured.  

b. If a third party claim, the claimant(s).  

c. Every independent witness to the events.  
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d. The insurance agent or broker who placed the insurance to verify the accuracy of statements made in the application 
for insurance.  

e. If a coverage issue is involved, the underwriter who made the decision to insure or not insure who can establish the 
materiality of representations or concealments of material fact.  

4. Testimony of the insured(s) at examination under oath. 

5. All available documentary evidence including, as needed, accounting documents, tax returns, medical reports, police reports, 
fire reports, deeds, trust deeds, bankruptcy filings, and any other relevant document.  

6. Detailed photographs of the scene.  

7. The advice and counsel of independent experts whose expertise relates to the facts of the loss.  

8. The advice and counsel of an experienced insurance coverage lawyer experienced in the issues raised by the claim.  

With a thorough and complete investigation, the advice and counsel of experts and lawyers familiar with the subject matter, even if the 
decision made by the insurer is incorrect, the insured will not be able to establish a bad faith cause of action. The “fairly debatable” or 
“genuine dispute” standard is merely a means of objectively establishing that the insurer treated the insured fairly and in good faith. The 
insurer with a well-trained, intelligent and thorough claims department or SIU will avoid charges of bad faith and, even when charged, 
will defeat the charges by proving beyond a preponderance of the available evidence, that the claim denial was based upon a well-
reasoned decision where the insurer is allowed to dispute and debate a genuine dispute between it and the insured as to the applicability 
of coverage.  

Insurers who fail to thoroughly investigate will be charged with bad faith and find they must pay tort damages and possibly punitive 
damages to the insured.  

Insurers who do not require its staff to conduct a fair and thorough investigation of every claim, including the advice of relevant experts 
and insurance coverage counsel, must stop giving insureds, claimants and their counsel the rope that will be used to hang the insurer 
with a bad faith judgment requiring the insurer to pay tort and exemplary damages.  

The key to avoiding suits claiming the tort of bad faith is a professional, well trained, experienced and fair minded claims personnel and 
SIU investigators. If an insurer decides to deny a claim for intentional misrepresentation, concealment, false swearing or fraud it must 
collect and be able to present to a court evidence that establishes its decision to refuse to pay the claim was fairly debatable or was the 
result of a genuine dispute over coverage. A cursory investigation or no investigation at all will never suffice. 
 

Buffalo Bus Driver Gets 5 Years Probation for Workers’ Compensation Claims Fraud 
Antoinette Laney of Kenmore, New York, a former bus driver for the Niagara Frontier Transportation Authority (NFTA) was sentenced 
to five years of probation for fraudulently obtaining workers’ compensation benefits by misrepresenting her injuries. She must also pay 
full restitution to the NFTA for money she was paid through workers’ compensation. 

Laney claimed that she was unable to perform her work as a bus driver at the NFTA and fraudulently obtained $30,212.69 in pay 
between September 2018 and February 2020 through workers’ compensation benefits. The defendant initially claimed that she was 
unable to work due to a right knee injury, but later amended the claim to a lower back and left knee injury. 

The district attorney’s office said its investigation also revealed that Laney performed work through Instacart and Ebay while continuing 
to collect workers’ compensation pay. 

Laney pleaded guilty to one count of grand larceny on September 26, 2022. She was sentenced this week before Erie County Court 
Judge Kenneth Case. 

Former Delano Insurance Agent Sentenced After Embezzling Clients’ Premium Payments 
Anaiza Villarreal Lopez, 30, of McFarland, California a formerly licensed insurance agent, was sentenced December 20, 2022 in Kern 
County Superior Court on one count of grand theft by embezzlement after pocketing clients’ premium payments and leaving several of 
them uninsured.   

After receiving a complaint, the Department of Insurance launched an investigation in February 2020 which found Lopez stole more 
than $1,200 from seven clients by pocketing their premium payments meant to secure automobile insurance policies. Most of the victims 
were low income and primarily Spanish speaking. During the investigation, Lopez admitted to diverting the premium payments from 
her clients’ access cards to her personal “Square” account and using the funds for personal gain. A “Square” account is a point of sale 
purchasing process from credit and debit cards for business and personal accounts.  

Lopez was able to mislead her victims by naming her personal “Square” account “Auto Insurance” in order to lead them to believe their 
payments were going toward the purchase of auto insurance. In one instance, Lopez’s actions led to an uninsured loss of $4,166, which 
was fortunately covered by the insurance broker that employed Lopez.  

Lopez has been ordered to pay restitution to each of her victims, including her employer. Lopez’s license was revoked on October 5, 
2022. ZIFL wonders why no jail time. 
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Georgia Insurance Agent Sentenced After Conviction on Fake Comp Certificates 
Jeffrey Alan Reichel, 66, of Suwanee, took the unusual approach of selling club memberships to business owners, indicating that the 
memberships included a range of services, including workers’ comp coverage, according to local news reports. 

A Georgia insurance agent is now on probation after he was convicted of providing fake workers’ compensation coverage certificates 
while collecting thousands of dollars in premiums. 

The investigation began after Reichel purchased a minimum workers’ compensation policy for his own company, Core Business 
Services Inc. He was convicted in October on insurance fraud and forgery charges. This week, he was sentenced to 15 years of probation, 
and he must pay a $5,000 fine, three local news reports indicated. 

Reichel already was on probation after he pleaded guilty to insurance fraud charges in 2021 in Gwinnett County. 

New York Lawyer & Doctor Guilty of Trip & Fall Fraud Scheme 
George Constantine, an attorney, and Andrew Dowd, an orthopedic surgeon was convicted following a three-week trial before U.S. 
District Judge Sidney H. Stein. The jury on December 16 unanimously convicted the New York attorney and surgeon of six counts of 
fraud for participation in an illegal scheme that included false insurance claims and unnecessary surgeries for alleged injuries from 
staged trips and falls, a scheme prosecutors say resulted in more than $31 million in fake claims. The jury found the lawyer and doctor 
participated in the massive personal injury claims fraud scheme between 2013 and 2018. 

A number of co-conspirators including other licensed professionals have already been convicted or pled guilty in the scheme. 

The scheme involved the recruitment of individuals — including some who were homeless — to stage trip-and-fall accidents and 
undergo medically unnecessary surgeries performed by Dowd that were designed to increase the value of fraudulent personal injury 
lawsuits filed by Constantine, according to U.S. Attorney Damian Williams and prosecutors. 

Constantine and Dowd used a team of “runners” or “cappers” who were paid cash kickbacks by Constantine to recruit the patients to 
stage or falsely claim to have suffered trip-and-fall accidents at particular locations throughout the New York City area. Common 
accident sites used during the fraud scheme included cellar doors, cracks in concrete sidewalks, and purported “potholes” in front of 
commercial establishments, such as gas stations, diners, and other businesses. 

After their staged accidents, the “patients” were directed to go to the hospital to obtain discharge papers and then were brought to 
Constantine’s office, by the carloads, where they met with him briefly. He would uniformly accept their cases. According to prosecutors, 
Constantine filed nearly 200 fraudulent lawsuits and earned more than $5 million in settlement fees from these fraudulent cases. 

Following the patients’ meeting with Constantine, the patients would be driven to various medical appointments, including visits with 
chiropractors, physical therapists, and to obtain MRIs. This was done to justify the surgical procedures on their knees, shoulders, and 
backs that patients were required to have as part of the scheme. 

The patients were then driven to meet with Dowd, who would perform arthroscopic knee and shoulder surgeries within one to two weeks 
of first meeting the patients. He paid hundreds of thousands of dollars in kickbacks for these patient referrals. He fabricated medical 
reports to make it seem like the patients were injured, when in reality they were not. To incentivize the patients to get surgery, they were 
paid approximately $1,000 after each surgery. During the course of the scheme, Dowd performed nearly 300 medically unnecessary 
surgeries and earned more than $3.2 million, about $10,000 per surgery, according to prosecutors. 

The surgeries, as well as the other medical procedures, were funded by litigation funding companies, including a funding company 
owned by co-conspirator Adrian Alexander. The funding companies also paid the fraud scheme organizers and participants referral 
fees, typically $1,000 to $2,500, for each patient who signed a funding agreement for their medical and legal costs at high interest rates. 
The interest rates were so high that oftentimes the majority of the proceeds that were awarded in the fraudulent lawsuits were paid to 
the funding companies, Constantine, and other scheme participants, with the patients receiving a much smaller percentage of the 
remaining recovery. 

Prosecutors told the jury that the patients were “overwhelmingly poor – individuals desperate enough to submit to surgeries in exchange 
for the small payments they would receive after surgery.” Each of the six counts of wire and mail fraud carry a maximum term of 20 
years in prison. Sentencing of Constantine and Dowd has been scheduled for March 21, 2023. 

Co-conspirators Marc Elefant, Sady Ribeiro, Adrian Alexander, Kerry Gordon, and Peter Kalkanis previously pled guilty before 
Judge Stein for their involvement in the same trip-and-fall fraud scheme. Co-conspirators Bryan Duncan, Ryan Rainford, and Robert 
Locust were convicted at trial in May 2019 for their participation in the same trip-and-fall fraud scheme. 

N.Y. Body Shop Owner Convicted of Defrauding IRS 
Lorraine Pilitz, 64, of Merrick, New York, who prosecutors say is also known as “Lorraine Christie” and “Lorraine Storms,” was found 
guilty of illegally structuring financial transactions, corruptly obstructing the IRS, and filing false tax returns. Pilitz, a New York woman 
whose businesses included five collision repair shops was convicted by a federal jury of defrauding the Internal Revenue Service (IRS). 

Prosecutors said Pilitz diverted hundreds of thousands of dollars of business checks into her and her family’s personal bank accounts, 
maintained “off-the-books” payrolls, failed to file personal and corporate tax returns, and filed false tax returns that severely 
underreported her income. 

Between Feb. 1, 2011 and Oct. 31, 2013, she hid $400,000 in income from the IRS by structuring cash deposits to be below the $10,000 
threshold that would trigger a requirement for a Currency Transaction Report (CTR), prosecutors said. 
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As proven at trial, Pilitz owned and operated a number of automotive businesses on Long Island, including five body shops: Autotech 
Collision, also known as “Autotech Bodywork;” Autotech Collision II, also known as “Autotech II;” Bellmore Collision, doing business 
as “Bellmore Collision and Towing,” “Bellmore Towing and Collision” and “Bellmore Towing;” Certified Collision Experts, Inc., doing 
business as “Certified Collision,” “Certified Collision Management” and “Certified Collision Center;” and Rockville Centre Collision, 
doing business as “RVC Collision.” 

She also owned and operated Contiguous Towing; Lorraine’s Insurance Agency, doing business as “Insurance Depot;” and Rockville 
Baldwin Agency. The verdict was delivered on Nov. 9, after a two-week trial before U.S. District Judge Joanna Seybert. 

She has been ordered to forfeit property at 295 East Montauk Highway in Lindenhurst, New York, as well as three bank accounts totaling 
nearly $60,000. 

Georgia Insurance Agent Sentenced to Five Years in Prison for Fraud 
Jeffery Alan Reichel, Sr., a Georgia Licensed Insurance Agent from Suwanee Georgia was sentenced following a two-year 
investigation by the Georgia State Board of Workers’ Compensation’s Enforcement Division. Enforcement Division Director Melinda 
Vigna said in August 2018 she had received complaints that 66-year-old J Reichel purchased a minimum premium workers’ 
compensation insurance policy for his business, Core Business Services Inc. 

Officials said Reichel sold certificates of insurance as a club membership benefit to multiple business owners, resulting in those 
businesses believing they had workers’ compensation insurance coverage. Vigna added that the business owners were never uninsured.  

According to the investigation, Reichel stole hundreds of thousands of dollars from victims who had the impression that they had 
workers’ compensation insurance coverage. 

In October 2022, a Walton County Jury found Reichel guilty of felony insurance fraud and forgery in the first degree. He was sentenced 
to five years in prison, 15 years of probation, 160 hours of community service, and a $5,000 fine. 

Before this conviction, on Feb. 23, 2021, Reichel pled guilty in Gwinnett County to multiple felony counts of insurance fraud and theft 
by deception. He was sentenced to serve seven years on probation and was ordered to pay the victims over $26,000. 

RICO Case Concluded 
The October 15, 2022, issue of Zalma on Insurance I reported about a RICO case. Ms. Creel was kind enough to send me 
the judgment that concluded with the ruling from USDC Judge Amos L. Mazzant on 12/15/2022. Judge Mazzant’s opinion 
follows: 

On May 24, 2021, this action came for trial before a jury. Plaintiffs sued defendants Yupo Jesse Chang, 
Yung Husan Yao, Universal Physicians, PA, Dr. Says, LLC, MD Reliance, Inc., and Office Winsome, LLC 
(individually, “Defendant,” and collectively, “Defendants”).1 Plaintiffs brought claims against Defendants 
for violating the civil Racketeer Influenced and Corrupt Organizations Act (“RICO”) and RICO conspiracy. 
Following the presentation of the evidence, the jury was instructed to answer certain questions. The charge 
of the Court and the verdict of the jury are incorporated for all purposes by reference. 

The jury found Defendants were employed or associated with a RICO enterprise, and that each Defendant, 
participated, either directly or indirectly, in the conduct of the affairs of the enterprise. The jury also found 
Defendants had participated through a pattern of racketeering activity and Defendants conspired together 
to violate RICO. The jury assessed Plaintiffs’ compensatory damages at $300,000.00 and found 
disgorgement in the amount of $1,320,500.00.  

The Court determined that the jury’s disgorgement award was merely an advisory opinion, and it took the 
matter under advisement after trial. Upon careful consideration, the Court reduced the disgorgement award 
to a sum of $296,625.00 (Dkt. #912). 

Based on the foregoing, it is hereby ORDERED that final judgment is rendered in favor of Plaintiffs against 
Defendants for violating RICO and conspiring together to violate RICO. Plaintiffs’ compensatory damages 
of $300,000 to their business and property shall be trebled, in accordance with 18 U.S.C. § 1964(c), to the 
sum of $900,000. This $900,000.00 sum shall be reduced by $650,000.00 consistent with Plaintiffs’ 
settlement agreements with other defendants in this case. Accordingly, Plaintiffs shall have and recover 
compensatory damages in the amount of $250,000.00 from and against Defendants, jointly and severally 
liable, plus an additional $296,625.00 in disgorgement from Defendants, jointly and severally. 

It is further ORDERED that Plaintiffs shall recover pre-judgment and post-judgment interest on their 
compensatory damages and disgorgement award at the rates allowed by law. It is further ORDERED that 
all costs of court are hereby taxed and adjudged against Defendants, joint and severally. Plaintiffs shall file 
a bill of costs in the time and manner prescribed by FED. R. CIV. P. 54(d)(1) and Local Rule CV-54.  

It is further ORDERED that Plaintiffs shall have and recover reasonable and necessary attorneys’ fees from 
Defendants, jointly and severally, pursuant to 18 U.S.C. § 1964(c). The determination of the amount of 
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Plaintiffs’ reasonable and necessary attorneys’ fees shall be addressed post-judgment in accordance with 
FED. R. CIV. P. 54(d)(2). 

It is further ORDERED that all writs and processes for the enforcement and collection of this judgment or 
costs of court shall issue as necessary  

As I concluded, and the jury agreed with my conclusion: “The conduct of BHB and the physicians and nurses involved in this 
scheme were egregious and used the law to kidnap patients for profit. The disgorgement was a needed addition to the RICO damages to 
deter future conduct. Since these scofflaws billed Medicare and insurers for the alleged treatment – even if repaid to the insurers and the 
government – they were perpetrating a fraud that was proved beyond a preponderance.” The judge reduced the amount collectable by 
the Creels but gave them the justice they sought. 

The trial court failed to report the fraud to the Department of Justice for prosecution.” 

Home Improvement Contracts Jailed for Defrauding Homeowners 
Robert Decker, also known as Bob Dale, 66, of Amsterdam, New York was sentenced to up to nine years in prison on Thursday, for 
defrauding dozens of homeowners out of more than $800,000 and stealing over $5,000 in CARES Act unemployment funds. previously 
pleaded guilty before Judge Andra Ackerman in Albany County Court to two counts of third-degree grand larceny and one count of 
first-degree scheme to defraud.  

Decker was sentenced to four-and-a-half to nine years in prison and agreed to pay judgments of over $350,000, which is the remaining 
amount owed to impacted homeowners.  

Decker’s sentencing was the result of a joint investigation by the Office of the Attorney General’s (OAG) Criminal Enforcement and 
Financial Crimes Bureau (CEFC) and the New York State Police’s (NYSP) Financial Crimes Unit, which began in summer 2019 after 
several homeowners filed complaints with OAG and NYSP. Between at least May 2018 and October 2019, Decker served as primary 
estimator for SJR Enterprises, LLC (SJR), an entity owned by co-defendant Scott Driscoll.  

Decker and Driscoll operated SJR as a home improvement contracting company, through which they fraudulently obtained hundreds of 
thousands of dollars from dozens of homeowners for home improvement work they never conducted or failed to properly do. They then 
diverted the money for personal gain—including nearly $400,000 in cash withdrawals and payments to themselves, nearly $150,000 to 
pay personal and business debts, and over $50,000 in retail purchases through iTunes and Amazon, and at numerous restaurants.  

Several homeowners were left with houses that were uninhabitable. One victim alone paid over $25,000 to install plumbing and 
electricity in an Albany brownstone, but the work was never done, leaving her without plumbing, electricity, and heat over the winter 
of 2019. Another homeowner secured a U.S. Housing and Urban Development (HUD) 203k loan to fund $89,000 in renovations, but 
Decker and Driscoll fraudulently diverted nearly $25,000 of the homeowner’s loan funds for materials and spent the remainder on other 
expenditures.  

3 Years in Ohio Prison for Equine Mortality Insurance Fraud 
Joshua Preston, of Franklin Furnace, Ohio was sentenced November 30, 2022 in the Scioto County Court of Common Pleas to three 
years in prison after previously being convicted of felony insurance fraud, felony attempted insurance fraud and felony forgery.  

Charges for felony telecommunications fraud, felony aggravated theft, felony attempted grand theft and felony identity fraud were 
dropped as part of a guilty plea agreement. 

A department investigation showed Preston filed forged and fraudulent documents to obtain an equine mortality insurance policy with 
General Security National Insurance to insure a horse for $150,000. Preston subsequently filed a fraudulent death claim with the 
insurance company and received $150,000 in insurance proceeds. 

Preston also stole the identity of an associate and fraudulently obtained a $215,000 equine mortality insurance policy with Great 
American Insurance to insure three horses. Preston filed a fraudulent death claim on one of the horses with the insurance company and 
attempted to receive $95,000 in proceeds. 

The Coalition Against Insurance Fraud estimates that the economic impact of insurance fraud, which also drives up the price of 
insurance, is a $308.6 billion annual cost to U.S. consumers and businesses. It is believed that amount equals about $932 annually for 
every American or more than $70,000 over a person's lifetime. Ohioans who suspect insurance fraud or insurance professional 
misconduct can report it to the Ohio Department of Insurance at 800-686-1527 or insurance.ohio.gov. Referrals can be made 
anonymously, and the law protects those who report fraud from civil liability in the absence of fraud or bad faith. 

“How to Acquire, Understand, and Make a Successful Claim on a Commercial Property Insurance 
Policy: Information Needed for Individuals and Insurance Pros to Deal with Commercial Property 
Insurance” 
The New Book is now available as a Kindle book here, paperback here and as a hardcover here  
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Commercial Property Insurance is a necessity for any person or entity owning a piece of commercial property whether it is small or 
large, whether it is an office building or a warehouse or a factory. 

A property owner – unless exceptionally wealthy – cannot afford the risk of losing that property, what it earns from tenants paying rent 
or from the product produced at the property. 

Commercial property insurance is a specialized form of insurance designed to protect the owner or lessee of the property from loss due 
to perils like fire, lightning, windstorm, hail, earthquake, flood, tornado or other risks of loss. 

Most commercial property insurance policies are written on a “direct risk of physical loss” or “all risk of physical loss” basis subject to 
exclusions that are directly related to the risks faced by the property or some standard exclusions. 

This book explains the coverages provided by a commercial property insurance policy, how to acquire a policy of commercial property 
insurance, what the policy of commercial property insurance insures, how to present a claim, and how to successfully present a claim 
and collect the funds needed to repair or replace the structure and indemnify the insured against the losses incurred because of the 
interruption of the business of the insured. 

The Compact Book on Ethics for The Insurance Professional 
How Ethical Doctrines from the Beginning of the Written Word to the Present Resulted in the Incorporation of the Covenant of Good 
Faith 

Every Person Involved in the Business of Insurance Must Act Ethically in the Business of Insurance 

See the full video at https://rumble.com/v1n4avu-the-compact-book-on-ethics-for-the-insurance-professional.html  and at 
https://youtu.be/LB6g6O7c0hA 

Insurance is, by definition, a business of the utmost good faith. This means that both parties to the contract of insurance must act fairly 
and in good faith to each other and do nothing that will deprive the other of the benefits the contract of insurance promised. 

Without the covenant of good faith and fair dealing, and ethical people who work in the insurance industry applying and fulfilling the 
covenant, effective insurance to spread the risk of loss to a large community of insurance professionals, is impossible. One cannot act 
fairly and in good faith without being a person with a well-formed ethical compass. 

In 1776, Lord Mansfield acting as an appellate judge serving in the House of Lords of Britain (the predecessor of the United Kingdom) 
for the first time referred to the covenant of good faith and fair dealing. In the case designated: Carter v. Boehm S.C. 1 Bl. Burr 1906, 
11th May 1766. 593, 3 Lord Mansfield in the British House of Lords stated the rule of uberrimae fide (Latin for utmost good faith). 

The Tort of Bad Faith 
What Every Insurance Professional, Every Insurance Coverage Lawyer, Every Plaintiffs Bad Faith Lawyer, and Every Insurance Claims 
Person Must know About the Tort of Bad Faith 

A Book Needed by Every Insurance Claims Professional 

The implied covenant of good faith and fair dealing is a concept of insurance law at least three centuries old. It first appeared in British 
jurisprudence in a case decided by Lord Mansfield sitting in the House of Lords as the highest court in Britain. In Carter v. Boehm. 
3Burrow, 1905, Lord Mansfield explained that insurance is a contract upon speculation; the special facts upon which the contingent 
chance is to be computed, lie, most commonly, in the knowledge of the insured only. The underwriter trusts to his representation, and 
proceeds upon confidence that he does not keep back any circumstance in his knowledge, to mislead the underwriter into a belief that 
the circumstance does not exist, and to induce him to estimate the risk as if it did not exist. The keeping back such circumstance is a 
fraud, and therefore the policy is void. 

Lord Mansfield stated the rule still followed to this day: “Good faith forbids either party by concealing what he privately knows, to draw 
the other into a bargain, from his ignorance of that fact, and his believing the contrary. 

The implied covenant explains that no party to a contract of insurance should do anything to deprive the other of the benefits of the 
contract.” 

For insurance to work; for each insurer to properly evaluate the risks presented; for each insurer to obtain the insurance desired; and for 
each insured and insurer resolve all claims fairly and equitably they must treat each other with the utmost good faith and do nothing to 
deprive the other of the benefits of the contract. 

Each party to the contract of insurance is expected to treat the other fairly in the acquisition and performance of the contract. For 
example, the prospective insured is required to answer all questions about the risk he, she or it are asking the insurer to take and about 
the person the insurer is asked to insure. Similarly, the insurer must honestly, clearly and in good faith explain to the insured(s) the risks 
the insurer is willing to take and the terms, conditions and provisions of the contract of insurance. 

Available as a Hardcover  Available as a paperback  Available as a Kindle Book 

Insurance Fraudsters Deserve No Quarter 
New Book That Explains How to Defeat or Deter Insurance Fraud 

What Every Insurer Should Know About How It Can Be Proactive in The Efforts Against Insurance Fraud by Refusing to 
Pay Every Fraudulent Claim. 
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How Giving No Quarter Worked 

Many years ago, a client I represented was offended that an insured tried to defraud him and the people who were names in the syndicate 
he represented at Lloyd’s, London. I walked the Underwriter through the debris of the house that was burned, showed him some of the 
remains of the allegedly highly valuable fine arts, and then explained how he was deceived into issuing the policy. I was the attorney 
for Lloyd’s underwriters for the fine arts and Imperial Casualty for the homeowners policy.  

The Equitable Remedy of Rescission of Insurance 
Rescission is an equitable remedy first created in the ecclesiastical courts of Elizabethan England. 

When the United States was conceived in 1776 the founders were concerned with protecting their rights under British common law. 

Common Law is a form of law developed by judges through tribunals and decisions of courts rather than executive branch action and 
legislative statutes. 

Following the common law tradition, legal principles were referred to courts of equity to “mitigate the rigor” of the common law. 

Available as: A Kindle book A Paperback or a hardcover . 

Insurance Fraud – Volume I & Volume II Second Edition 
Insurance fraud continually takes more money each year than it did the last from the insurance buying public. No one knows the actual 
amount with any certainty because most attempts at insurance fraud succeed. Estimates of the extent of insurance fraud in the United 
States range from $87 billion to more than $308 billion every year. Insurers and government backed pseudo-insurers can only estimate 
the extent they lose to fraudulent claims. Lack of sufficient investigation and prosecution of insurance criminals is endemic.  

Volume I of Insurance Fraud includes the following: 

 Insurance Fraud is Epidemic. 

 Measuring Insurance Fraud 

 What is Insurance Fraud? 

 Arson for profit. 

 Soft Fraud 

 Hard Fraud 

 Insurance Against the Risk of Loss of Real or Personal 
Property 

 Liability Insurance 

 Interpretation of Insurance Contracts 

 Ethics & The Insurance Fraud Investigation 

 Fraud by Professionals 

 First Party Property Fraud 

 Health Insurance Fraud 

 Insurance Fraud is a Crime 

 Fraud Created by Legal Professionals 

 Fraud in the Acquisition of Insurance 

 Fraud in the Presentation of a Claim 

 Investigation of a Claim for Fortuity 

 Investigating Fraud 

 Arson for Profit Investigation 

 Investigation Methods 

 Evaluation of Medical Records 

Available as a Kindle book; Available as a Hardcover; Available as a Paperback 

Volume II of Insurance Fraud provides coverage of the issues not covered by Volume I and, together with Volume I becomes a complete 
manual for how lawyers and claims people can effectively work to deter or defeat insurance fraud. 

INSURANCE FRAUD IS EPIDEMIC 

The following are covered in this volume including: 

 The Federal Crime of Insurance Fraud 

 Insurance Fraud as a State Crime 

 Insurance Fraud by Insurers 

 California SIU Regulations 

 Investigating Insurance Fraud 

 The Examination Under Oath 

 The Taking of an Examination Under Oath 

 The Mutability of Memory 

 Rescission 

 Insurance Fraud Statutes 

 The Tort of Bad Faith and Insurance Fraud 

 Sample California Rescission Letters 

 Sample Complaint for Declaratory Relief 

 Form of Mutual Rescission Agreement 

 Form Declaration of Underwriter in Support of Rescission 

 Insurance Fraud Statutes 

 Outline of Training for Integral Anti-Fraud Personnel 

 Form of EUO Demand Letter 

 EUO Testimony admitting fraud. 

Available as a Kindle book; Available as a Hardcover; Available as a Paperback 
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For Subscribers Only I Have Published Special Insurance Videos 
I published on Locals.com more than 25 videos and two webinars of the Excellence in Claims Handling program. I also published on 
Substack.com videos and webinars of the Excellence in Claims Handling Program available only to Subscribers. The subscribes have 
access to all the videos and a webinar on “The Examination Under Oath A Tool Available to Insurers to Thoroughly Investigate Claims 
and Work to Defeat Fraud” among others.  

The videos start with the history of insurance and work their way through various types of insurance and how to obtain and deal with 
insurance claims. 

Subscribe and receive videos limited to subscribers of Excellence in Claims Handling at locals.com 
https://zalmaoninsurance.locals.com/subscribe. 

Subscribe to my publications at substack at substack.com/refer/barryzalma 

Go to substack at substack.com/refer/barryzalma 

Barry Zalma, Esq., CFE, now limits his practice to service as an insurance consultant specializing in insurance coverage, insurance 
claims handling, insurance bad faith and insurance fraud almost equally for insurers and policyholders. He also serves as an arbitrator 
or mediator for insurance related disputes. He practiced law in California for more than 44 years as an insurance coverage and claims 
handling lawyer and more than 54 years in the insurance business. He is available at http://www.zalma.com and zalma@zalma.com 

Over the last 54 years Barry Zalma has dedicated his life to insurance, insurance claims and the need to defeat insurance fraud. He has 
created the following library of books and other materials to make it possible for insurers and their claims staff to become insurance 
claims professionals. 

Barry Zalma, Inc., 4441 Sepulveda Boulevard, CULVER CITY CA 90230-4847, 310-
390-4455; Subscribe to Zalma on Insurance at locals.com 
https://zalmaoninsurance.local.com/subscribe. Subscribe to Excellence in Claims 
Handling at https://barryzalma.substack.com/welcome. Write to Mr. Zalma at 
zalma@zalma.com; http://www.zalma.com; http://zalma.com/blog; I publish daily articles 
at https://zalma.substack.com, Go to the podcast Zalma On Insurance at 
https://anchor.fm/barry-zalma; Follow Mr. Zalma on Twitter at 
https://twitter.com/bzalma; Go to Barry Zalma videos at Rumble.com at 
https://rumble.com/c/c-262921; Go to the Insurance Claims Library – 
https://zalma.com/blog/insurance-claims-library/ 


