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“The Truth Which Makes Men Free Is For The Most 
Part The Truth Which Men Prefer Not To Hear.” 

Herbert Agar 

Every first party property policy contains a provision requiring an insured to produce all relevant documents required to be produced by 
the Insurer and to appear for examination under oath [California Insurance Code § 2071; NY Standard Fire Insurance policy]. The 
language of the California and New York Standard Fire Insurance policy, mandated to be in all policies of fire insurance issued, provides: 

The insured, as often as may be reasonably required, shall exhibit to any person designated by this company all that 
remains of any property herein described, and submit to examinations under oath by any person named by this 
company, and subscribe the same; and, as often as may be reasonably required, shall produce for examination all 
books of account, bills, invoices and other vouchers, or certified copies thereof if originals be lost, at such reasonable 
time and place as may be designated by this company or its representative, and shall permit extracts and copies thereof 
to be made. [California Insurance Code § 2071] 

The state of California, concerned about what the Legislature believed to be abuse of insureds by demands for production of documents 
and and/or an examination under oath, amended the statute to add: 

The insured, as often as may be reasonably required and subject to the provisions of Section 2071.1, shall exhibit to 
any person designated by this company all that remains of any property herein described, and submit to examinations 
under oath by any person named by this company, and subscribe the same; and, as often as may be reasonably required, 
shall produce for examinations all books of account, bills, invoices, and other vouchers, or certified copies thereof if 
the originals be lost, at any reasonable time and place as may be designated by this company or its representative, and 
shall permit extracts and copies thereof to be made. The insurer shall inform the insured that tax returns are privileged 
against disclosure under applicable law but may be necessary to process or determine the claim. (emphasis added.) 

In addition, the Legislature added 2071.1 that provides: 

(a) This section applies to an examination of an insured under oath pursuant to Section 2071 labeled “Requirements 
in case loss occurs” and other relevant provisions of that section, and to any policy that insures property and 
contains a provision for examining an insured under oath, when the policy is originated or renewed on and after 
January 1, 2002. 

The following are among the rights of each insured who is requested to submit to an examination under oath: 

1. An insurer that determines that it will conduct an examination under oath of an insured shall notify the insured 
of that determination and shall include a copy of this section in the notification. 

2. An insurer may conduct an examination under oath only to obtain information that is relevant and reasonably 
necessary to process or investigate the claim. 
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3. An examination under oath may only be conducted upon reasonable notice, at a reasonably convenient place 
and for a reasonable length of time. 

4. The insured may be represented by counsel and may record the examination proceedings in their entirety. 

5. The insurer shall notify the insured that, upon request and free of charge, it will provide the insured with a copy 
of the transcript of the proceedings and an audio or video recording of the proceedings, if one exists. Where an 
insured requests a copy of the transcript, the recording, or both, of the examination under oath, the insurer shall 
provide it within 10 business days of receipt by the insurer or its counsel of the transcript, the recording, or 
both. An insured may make sworn corrections to the transcript, so it accurately reflects the testimony under 
oath. 

6. In an examination under oath, an insured may assert any objection that can be made in a deposition under state 
or federal law. However, if as a result of asserting an objection, an insured fails to provide an answer to a 
material question, and that failure prevents the insurer from being able to determine the extent of loss and 
validity of the claim, the rights of the insured under the contract may be affected. 

7. An insured who submits a fraudulent claim may be subject to all criminal and civil penalties applicable under 
law. (California Insurance Code Section 2071.1) 

Counsel for insureds will often claim that the tax returns are privileged and refuse to produce them after a demand from an insurer. In 
doing so they ignore the clear statement of public policy made when the insurance policy was adopted by the Legislatures of the various 
states that all “books of account” are produced when an insurer requires production. No reasonable person can claim that a tax return 
filed with the U.S. Government is anything other than a “book of account,” “bill,” “invoice,” or “other voucher.” In addition, the statute 
giving special rights to those insured who are required to produce tax returns explains to the insured that: “The insurer shall inform the 
insured that tax returns are privileged against disclosure under applicable law but may be necessary to process or determine the claim.” 
The “privilege” may exist from requirements of state or other governmental agencies. It does not avoid the contractual requirements. 

The California statute makes it clear that refusal to produce tax returns under a claim of privilege is fraught with hazard. The Insureds 
who follow the misguided advice of counsel to refuse to produce tax returns to the insurer may find that the insured has forfeited the 
right to indemnity under the policy because the production of documents is a material condition of the policy of insurance. An insurer 
may, faced with such a breach of contract, deny any claim presented if the documents the Insured refuses to produce are even colorably 
relevant to its investigation. 

The attorney for the Insured and Insurance Claims Professional (attorney, adjuster or investigator) should, if in California, or any other 
state advise the insured in accordance with the California statute that the tax returns are necessary to process or determine the claim. 
Refusal to produce tax returns and other financial information can put the insured at peril of losing the benefits promised by the insurance 
contract for failure to fulfill a material condition of the policy. 

While parties may be compelled to produce tax returns only if the returns are relevant and the information contained in them is not 
“readily attainable” elsewhere, returns “do not enjoy an absolute privilege from discovery.” [Sneller v. City of Bainbridge Island, No. 
C07-5338RBL, 2008 WL 4534364, at *1 (W.D. Wash. Oct. 7, 2008) (citing Premium Serv. Corp. v. Sperry & Hutchinson Co., 511 F.2d 
225, 229 (9th Cir. 1975) & Allstate Ins. Co. v. Lighthouse Law P.S. Inc. (W.D. Wash. 2017)] 

When cooperation is a policy condition and an insured fails to comply, the insurer may be relieved of further obligation on the claim. 
[Gabor v. State Farm Mut. Auto. Ins. Co., 66 Ohio App.3d 141, 143, 583 N.E.2d 1041 (1990).] To constitute a defense to liability, an 
insured’s lack of cooperation must result in material and substantial prejudice to the insurance company. Prejudice has been described 
as actions which seriously impair the insurer’s ability to investigate a claim. [Weller v. Farris, 125 Ohio App.3d 270, 276, 708 N.E.2d 
271 (1998).]  

Courts have granted summary judgment in favor of the insurer when undisputed facts show the insured committed a willful and material 
breach of the cooperation clause, including the failure to produce financial records. [Martinez v. Infinity Ins. Co.,714 F. Supp. 2d 1057, 
1063 (C.D. Cal. 2010) (granting summary judgment where “undisputed facts demonstrate indicia of fraud, which Martinez’s financial 
records and car payment records could have rebutted). In Pedone v. State Farm Fire & Cas. Co., 95 F.3d 1158 (9th Cir. 1996) The 
Pedones materially breached the obligation by, among other ways, refusing to grant State Farm access to bank records which would 
show their financial condition and Gabor v. State Farm Mut. Auto. Ins. Co., 66 Ohio App. 3d 141, 145 (1990) that granted summary 
judgment where the insured refused to produce his income tax returns for the year before he purchased his car, finding it was “substantial 
and material breach of his contractual duty to cooperate which clearly prejudiced the insurer’s investigation into possible motives for 
arson.  

In Berneking v. Mass. Mut. Life Ins. Co. (D. Ariz. 2020) the USDC held that Plaintiff’s tax returns were relevant as they may provide 
information regarding whether Plaintiff has worked since making her disability claim and, if so, how her income compares to her pre-
claim income, which would affect whether she was “disabled” under the Policy.  

In a case of suspected arson, the insurer requested personal and business bank statements, tax returns, loans, and cell phone statements. 
The plaintiff provided some information, but not tax returns. After correspondence between the parties’ attorneys, the plaintiff ultimately 
stated the defendant’s request to examine plaintiff’s business records was unreasonable because the documents already provided showed 
plaintiff was mostly current on his financial obligations. In letters, the defendant also warned plaintiff that failure to provide the requested 
records could be considered a failure to cooperate, which would be a basis for denial of the claim. After the denial, the plaintiff filed 
suit, arguing the requested records were not relevant to the defendant’s investigation. The court noted that because an insured’s financial 
condition is relevant to a determination of possible motive for arson, the requested documents were, in fact, relevant. Thus, “Plaintiff’s 
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failure to provide the requested financial documents resulted in a failure to satisfy a condition precedent to State Farm’s obligation to 
pay his claim.” [Bolton v. State Farm Fire & Cas. Co. (N.D. Ohio 2017)] State Farm unsuccessfully made repeated attempts to make 
arrangements for its accountant to review plaintiff’s financial records. Authority in Ohio supported a finding there was a substantial and 
material breach of policy’s cooperation clause where plaintiffs failed to produce tax returns in the nine month period between the fire 
and the filing of plaintiffs’ action. 

Because the USDC for the Northern District of Georgia, in Hsu v. Safeco Ins. Co. of Ind. (N.D. Ga. 2015) the court found that the failure 
to produce tax returns was sufficient to bar recovery and concluded that Safeco’s motion for summary judgment should be granted. 

Under Georgia law, an insured is required to provide any material information to the insurer that the insurer is entitled to receive under 
the insurance policy, and a failure to provide the requested information, absent an excusable failure to do so, constitutes a breach of the 
insurance contract’ that bars recovery by the insured. [R & G Invs. & Holdings, LLC v. Am. Family Ins. Co., 337 Ga.App. 588, 787 
S.E.2d 765, 773 (2016); C & H Liquor Store, Inc. v. Harleysville Preferred Ins. Co., 413 F.Supp.3d 1238 (N.D. Ga. 2019)] 

In Musleh v. State Farm Fire & Cas. Co. (6th Cir. 2014) the Sixth Circuit concluded that the Musleh’s did not comply with the policy 
condition requiring production of documents by submitting the required documents following the dismissal without prejudice of the first 
action. [Yeo v. State Farm Fire & Cas. Co. (Yeo I), 555 N.W.2d 893, 895 (Mich. Ct. App. 1996) that held the failure to comply with a 
condition precedent to filing an action is not an absolute bar to recovery but acts to suspend the right to recovery until the condition is 
satisfied.  

When, in Herman v. Safeco Ins. Co. of Am., 104 Wash. App. 783, 789 (2001) a finding that “no reasonable trier of fact could conclude 
that Herman cooperated in the investigation or settlement of the claim” where it was uncontroverted that insurer never received financial 
data, including tax returns and proof of income. When an insured refused to produce his income tax returns finding it was a substantial 
and material breach of his contractual duty to cooperate which clearly prejudiced the insurer’s investigation into possible motives for 
arson. [Schalk v. Infinity Ins. Co. (D. Or. 2021)] 

“Don’t worry about losing. If it is right, it happens — The main thing is not to hurry. Nothing good gets away.” — John Steinbeck  
“When stupidity is considered patriotism, it is unsafe to be intelligent.” – Isaac Asimov 
“When you talk, you are only repeating what you already know. But if you listen, you may learn something new. — Dalai Lama 
“When you know what you are willing to die for, then you will know what to live for.” —  Jewish saying 
“In all very numerous assemblies, of whatever character composed, passion never fails to wrest the scepter from reason.”—James 
Madison  
“The boy who is going to make a great man must not make up his mind merely to overcome a thousand obstacles, but to win in spite of 
a thousand repulses and defeats.” –Theodore Roosevelt 
“Censorship always defeats its own purpose, for it creates, in the end, the kind of society that is incapable of exercising real discretion. ... 
In the long run it will create a generation incapable of appreciating the difference between independence of thought and subservience.” 
— Henry Steele Commager  
“Don’t complain about growing old - many, many people do not have that privilege.” – Earl Warren  
“Well done is better than well said.” – Benjamin Franklin 
“Walking is man’s best medicine.” Hippocrates  
“The truth is incontrovertible. Panic may resent it; ignorance may deride it; malice may distort it, but there it is.” — Winston Churchill  
“The bosom of America is open to receive not only the Opulent and respectable Stranger, but the oppressed and persecuted ... if by 
decency and propriety of conduct they appear to merit the enjoyment.” — George Washington 
“I could end the deficit in 5 minutes. You just pass a law that says that anytime there is a deficit of more than 3% of GDP, all sitting 
members of Congress are ineligible for re-election.” – Warren Buffett 
“Always do right. This will gratify some people and astonish the rest.” – Mark Twain 

 

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. 
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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.  

 

 

 

 

 

 

 

Victims of a $600M disability scam — the largest-ever — may finally have their long-lost benefits restored. Attorney Eric Conn 
fooled Social Security into paying disability for thousands of perfectly healthy people. The Eastern Kentucky man built one of the 
nation’s largest disability practices through pushy self-promotion and dishonest dealings. Conn bribed a local judge, psychologist and 
doctors to rubber-stamp disability claims for clients, regardless of their health. Many patients weren’t even examined. Social Security 
stopped their disability payments while figuring out which clients were truly injured, and who was uninjured and making money from 
Conn’s scam. Hundreds of impoverished, truly injured people lost desperately needed disability money. Many victims were unemployed 
coal miners, scratching out a sparse living in pain. Conn promised he’d get them their disability checks to help pay for critical medical 
care. Social Security stopped coal miner Tim Dye’s checks after Conn was busted. Dye’s wife sold her jewelry and possessions from 
their home. She even begged for water from neighbors. Other Kentuckians lost their homes, and several committed suicide. Conn 
received 27 years in federal prison last year. Under a recent agreement, however, Conn’s former clients thankfully can have their 
disability benefits restored if they request new hearings. 

Jamie Daniels died of a drug overdose at a sober home run by Dr. Michael Ligotti in Delray Beach, Fla. Jamie was the son of the 
play-by-play announcer for the NHL Detroit Red Wings. Ligotti was “medical director” of more than 50 sober homes. He billed insurers 
more than $746M for bogus tests and rehab. He repeatedly authorized false tests and treatments — billing for urine tests, blood tests, 
office visits and therapy whether patients needed them or not. In some cases, he billed insurers for tests that never happened. Sober 
homes then routinely sent patients’ urine specimens to clinical testing labs. Then they billed health insurers for unneeded urine drug tests 
— often thousands of dollars for one test. In exchange for Ligotti’s authorizing urine drug tests, the treatment centers required patients 
to regularly visit Ligotti’s clinic, Whole Health, for more treatment and tests. Or they let his staff visit their facilities to give tests and 
treatment. Ligotti pled guilty and received 20 years in federal prison. 

Phil Esformes drove a custom Ferrari and lived in a huge mansion in South Florida. He also was majordomo of a $1.3B Medicare 
gouging with corrupt nursing homes. Then-President Donald Trump commuted his 20-year federal term in 2020. Yet a federal court 
recently upheld parts of his sentence — including his being liable for $44M of penalties. Esformes’ scheme ranks among the largest 
insurance scams ever. Esformes dolled out kickbacks to keep 14K patients churning through his facilities, overbilling for services the 
patients didn’t need. Esformes bribed docs in cash to refer patients to his facilities. He used kickback code words like “fettuccine.” 
Esformes then inflated invoices to account for kickbacks and bribes. He disguised them as payments for high-end escorts flown to 
Orlando and chauffeured in limos for liaisons at the Ritz Carlton. Esformes even bribed a health regulator to provide a schedule of 
unannounced facility inspections. Other providers also bribed Esformes to send patients to their facilities and falsely bill Medicare. He 
even bribed a basketball coach to have his unqualified son admitted to Penn as a basketball player. Esformes drove a custom $1.6M 
Ferrari Aperta, flew private jets, and bought expensive homes in Miami and Los Angeles. Esformes was inducted to the Insurance Fraud 
Hall of Shame in 2019. 

One of the largest attorney thefts of client insurance settlements in Oregon history funded an opulent lifestyle for Lori E. Deveny. 
The Portland-area woman stole insurance money she negotiated for often gravely injured and vulnerable clients. Deveny 
defrauded 135 clients out of more than $4.5M that she held in trust for them. She stole her clients’ IDs, forged insurance checks made 
payable to them, deposited client funds into her personal bank accounts, and lulled clients into a false hope that their expensive medical 
bills would be paid for. Many of Deveny’s victims had serious brain and bodily injuries. They never received their urgently needed 
insurance payouts — lifelines to medical treatment. Deveny spent stolen client money to pay $150K for foreign and domestic airline 
tickets; $173K for African safari and big game hunting trips; $35K for taxidermy; $125K for home renovations; $195K in mortgage 
payments; more than $220K for cigars and related expenses; $58K for pet boarding and vet costs; $41K for recreational vehicle expenses; 
$50K for a Cadillac luxury vehicle; and $60K for stays at a luxury nudist resort in Palm Springs, Calif. Deveny pled guilty and was 
handed more than eight years in federal prison. 

The owner of a towing company ripped off Florida’s no-fault auto system, enabling federal prosecutors to nail him with tax-
evasion charges for not reporting his ill-gotten gains. Craig Goldstein owned West Way Towing, a South Florida outfit that towed 
and stored disabled vehicles. That included vehicles involved in collisions. Goldstein referred crash victims to certain attorneys and 
chiros, who would illegally charge insurers for unneeded treatments covered by Florida’s PIP auto-insurance program. Goldstein charged 
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a cash fee for each patient referral — yet didn’t report the stolen money to the IRS. Nor did Goldstein report cash he received from 
vehicle storage lien fees and vehicle auctions — the sales prices he manipulated to falsely reflect that he made no profit. Goldstein 
admitted owing the IRS more than $130K of income tax. He received 15 months in federal prison. 

A general contractor contracted a case of insurance dishonesty in Yuma, Ariz. Isrrael Millan’s schemes included staging vehicle 
crashes, and deliberately flooding homes and then submitting fraudulent claims. One incident occurred in the early morning of June 2, 
2019. Two cronies Millan recruited purposefully crashed a U-Haul truck into the Sunshine Market and Liquor Convenience Store in 
Yuma. Millan told the store’s owner to file an insurance claim so he could be paid to fix the property. The insurer for the U-Haul 
suspected fraud, didn’t pay the claim, and instead reported the incident to the FBI. Millan was convicted of conspiracy to commit fraud, 
wire fraud, mail fraud, and money laundering. He’s set to be sentenced February 23, 2023. 

Two guilty pleas were announced by the Washington insurance department: Joseph David Calvert (Saleh) told Homesite Home 
Insurance that he crashed his vehicle into a car lift inside his shop. Yet Homesite discovered Farmers had already paid him for the same 
damage. Homesite denied the $10.6K claim. A week and a half later, Calvert filed a claim with Metromile Insurance, saying he ran his 
vehicle into an object. Metromile requested photos from Calvert’s earlier claims, and discovered it was the same damage he claimed 
previously. Metromile denied his $7.9K claim. Calvert will serve 120 days of home detention. Tory McMillen (Friday Harbor) bought 
a 2012 Volvo S80 sedan in March 2021. Two months later, the Friday Harbor man, McMillen told Geico that an unknown male he met 
at a bar had vandalized the car. Geico discovered the damage existed before McMillen bought the Volvo. Geico denied McMillen’s $6K 
claim. He was given three months in county jail. 

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. 

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/ 
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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. 

It is Time for Insurers to be Proactive Against Fraud 

There has been much hand wringing and wailing over the malfeasance of the corporate officers and directors of FTX Crypto Exchange, 
Enron, WorldCom and others. No one, however, has gone to the root causes of the situation. It should be a foremost duty of the insurance 
industry to do whatever it can to defeat insurance fraud and work to compel prosecutors, police officers, fraud division of fraud bureau 
investigators, SIU investigators, and claims handlers to work to deter or defeat insurance fraud. 

It is not that some corporate executives, suddenly turned to the dark side and became evil. It is not that police and prosecutors have 
turned to the dark side. It is, I submit, because they were all trained by the Department of Justice and local prosecutors to believe that 
there was almost no penalty for their crimes. 

White-collar crime, especially insurance fraud, has been ignored for the last three decades as a serious crime. 

A crime unpunished emboldens others who might never consider a life of crime to pursue wealth the easy way. 

Prosecution of what the Coalition Against Insurance Fraud contends is a $308 billion annual insurance fraud take, the massive crime 
perpetrated against insurers and government “insurance” programs like Medicare are miniscule, to the point of non-existence. Fraud is 
rampant and almost universally unpunished. Every year more than $100 billion is stolen from Medicare and Medicaid programs across 
the country while private property and casualty insurers lose a similar loss closer to $200 billion every year to insurance criminals. 

Even with the recent push against Medicare and Medicaid fraud by the U.S. Department of Justice, it is still so easy, with so little chance 
of being caught, to commit insurance fraud. Schools were formed to teach gang members to commit insurance fraud so that they can 
move out of the dangerous field of armed robbery where, if not killed by the convenience store operator, the robber will surely be hunted 
down and prosecuted. 

In my 55 year career trying to defeat or deter insurance fraud I have been told by a prosecutor that the robbery of a convenience store, 
with a gun, where no one is hurt and $300 is stolen is more important than a $2,000,000 fraud against an insurer perpetrated by the 
stroke of a pen in the hands of an insurance criminal. The prosecutor refused to prosecute the insurance criminal and the insurer was 
compelled to defend the lawsuit filed by the fraud without any assistance from the criminal justice system. 

It appears to me: 

 that the police and prosecutors ignore the person who commits a white-collar crime. 

 Insurers, as victims of crime, are disfavored. 

 Some police officers, prosecutors and judges believe that an insurance company cannot be a victim of a crime. 

Unlike all other crime victims insurers are required by statute to fund local police agencies and prosecutors, conduct the entire 
investigation, and present the case to the prosecutor on pain of losing the right to do business. The prosecutor will then review the 
materials and usually refuse to prosecute for lack of sufficient evidence. Police agencies – except for insurer paid for Insurance Fraud 
Bureaus – ignore insurance fraud and many other white-collar crimes. 

CALIFORNIA SIU REGULATIONS 
The full set of the Regulations are available here.   

The California SIU Regulations were approved in their final form effective October 1, 2020. The SIU Regulations attempt to 
micromanage the work of insurance company efforts against insurance fraud and were enacted following a model act of the National 
Association of Insurance Commissioners (NAIC). 

The California Department of Insurance (CDOI), since the first enactment of the Regulations, has audited hundreds of insurers regarding 
the SIU Regulations and found that most insurers doing business in California that were audited were in violation of some portion of 
the SIU Regulations. Major fines, as much as $10,000 per violation, may be imposed on those insurers who refuse, or fail to, comply 
with the SIU Regulations. Failure to train 100 employees, as an example, can result in a fine from $500,000 to $1 million. 
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In addition to the special assessments enacted to fund the fight against fraud, the California Department of Insurance audits insurers 
regularly to be sure that each insurer works hard to investigate and seek prosecution of the crime of insurance fraud in accordance with 
the California SIU Regulations. 

Simultaneously, the same Department of Insurance punishes insurers for not paying claims rapidly or for not treating insureds or 
claimants fairly, many of whom are experienced insurance cheats who use the Department’s consumer unit to brow-beat insurers into 
paying fraudulent claims. In addition, when an insurer’s state mandated SIU accuses an insured of fraud by reporting to the California 
Department of Insurance or denying a claim for fraud, the insurer will invariably be sued for fraud. Courts and juries, believing the bad 
reputation that insurers have in the press and public, will assess punitive and exemplary damages against insurers who accuse their 
insured’s of fraud looking with 20/20 hindsight at the investigation. 

Similar businesses in the financial sector, who are also regular victims of fraud and other crimes, are not taxed or compelled to investigate 
crimes committed against them. No one demands that the banking industry pay for prosecuting embezzlers or bank robbers. No one 
demands that convenience store operators pay for prosecuting people who hold up their stores on a daily basis. No Regulator requires 
stockbrokers to investigate fraudulent transactions. The imposition upon the insurance industry – and the attendant cost passed to the 
insurance consumer – is unique. 

Insurers are treated differently than all other businesses in the United States. George Orwell was right when, to paraphrase, what he had 
a character in “Animal Farm” say, “all businesses are equal, some are more equal than others.” Clearly, insurers are less equal with 
regard to crimes perpetrated against them than are other businesses. 

The SIU Regulations set forth minimum standards. They are not intended to be a text on the handling of suspected fraudulent insurance 
claims that must be followed slavishly. They do not even claim to be a complete guide to handling suspected fraudulent claims or the 
investigation of suspected insurance fraud. The Regulations are, rather, an outline of basic claims handling techniques when dealing 
with a suspected insurance fraud. 

Common findings of SIU compliance reviews, that insurers should attempt to avoid, include: 

 SIU inadequate or non-existent; 

 Suspected fraud not reported to District Attorneys, CDOI; 

 Fraud referrals (FD-1s) contain errors/omissions; 

 Fraud referrals submitted on outdated forms (FD-1s); 

 Written anti-fraud procedures inadequate; 

 SIU investigation procedures inadequate or non-existent; 

 Continuing training not received by SIU; 

 Anti-fraud training not provided by SIU; 

 Training records incomplete or non-existent; 

 Annual compliance report delinquent; 

 Annual compliance report inaccurate or incomplete; and, 

 Third Party Administrators (TPAs), contracted SIU’s not monitored by insurer. 

When an insurer is found wanting it will be fined by the CDOI and could even lose its right to do business in the state. Other states have 
similar statutes to the California statute and Regulations following model statutes and regulations created by the NAIC. 

Do Insurers Get Their Money’s Worth from The Special Taxes Paid for Fighting Fraud? 
Not really. Since what drives fraudsters to pursue this type of crime is the fact that insurers and insurance regulators are unwilling to 
prosecute offenders. According to insurance fraud in the U.S. statistics, only a tiny portion — not even 2% — of frauds are prosecuted. 
The reasons for avoiding prosecution include high trial expenses and unpredictable outcomes. But even though it might be costly and 
demanding, the prosecution may serve as a plausible threat and thus deter fraudsters. 

What Do the Results Really Show? 
Insurance fraud prosecutions and investigations are anemic. Every two weeks I publish in Zalma’s Insurance Fraud Letter, reports of 
convictions for insurance fraud. Most convictions appear to be about frauds directed against federal “insurance” programs like Medicare, 
Medicaid, Flood and Crop Insurance programs. Many of the conviction are really the result of a qui tam or whistleblower suit. The 
criminals are laughing at the insurance industry, the police agencies and the prosecutors. If they are one of the few criminally convicted, 
they face an average sentence of only five years’ probation and 60 days in jail. Jail time is usually served on weekends so that they can 
still ply their fraudulent trade on weekdays. Some few convictions are other than health insurance fraud pursued by the state agencies. 

Fraud bureaus are not as effective as they want to be or want insurers to believe. Because Fraud Bureaus and Fraud Divisions in the 
various states have minimal staff. Very few of the cases referred for prosecution resulted in a conviction. Those convicted were a minimal 
percentage of the cases referred by insurers to the Fraud Bureaus. In California, and many other states, the law requires insurers to report 
suspected fraudulent claims to the Fraud Bureau. California insurers report approximately 2,000 – 3,000 suspected fraudulent claims 
each month. Few are investigated; fewer are reported to prosecutors for prosecution and even fewer reported to prosecutors for 
prosecution result in a trial or conviction. 
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Contrary to the belief of many prosecutors, even though people are seldom physically injured by insurance fraud, it is a major crime 
with a statutory maximum punishment in most of those states where it is a crime, of five years in state prison. When an insured tries 
fraud by an arson-for-profit it is also a violent crime that often results in injury to bystanders, firefighters, or police officers. 

Specialists who know insurance and insurance fraud investigate it. It is, at least in California and those states that have a criminal 
insurance fraud statute, a rather simple crime to prove. It should be the type of case a prosecutor would want to file and take to trial 
since simply presenting a single false document to an insurer is sufficient to involve a conviction for violation of the local Insurance 
Frauds Prevention Act like California Penal Code Section 550. Instead, as an ex-prosecutor said to me: “insurance fraud is a crime 
prosecutors run away from because the cases are usually heavy with documentary evidence and are complex.” It is easy to prosecute an 
armed robber. A witness and a video of the robbery is all that is needed. 

When the public is told that a group of criminals steals $300 billion every year from the insurance industry the response is either a cheer 
or a yawn. 

Everyone involved in the business of insurance and everyone who buys insurance must make it clear that they are angry with what is 
happening to their insurance premium dollar. 

Doctor Pays $1,850,000 To Resolve Allegations That She Performed And Billed For Medically 
Unnecessary Cataract Surgeries And Diagnostic Tests 
Aarti D. Pandya, M.D. and Aarti D. Pandya, M.D. P.C. (“Pandya Practice Group”) have agreed to pay approximately $1,850,000 to 
resolve allegations that they violated the False Claims Act by, among other things, billing the government for cataract surgeries and 
diagnostic tests that were not medically necessary, tests that were incomplete or of worthless value, and office visits that did not provide 
the level of service claimed. 

This settlement resolves allegations that from January 1, 2011 to December 31, 2016, Pandya knowingly submitted false claims to 
federal healthcare programs for medically unnecessary cataract extraction surgeries and YAG laser capsulotomies. The government 
alleged that Pandya performed these procedures on patients that did not qualify for the procedure under accepted standards of medical 
practice and, in some cases, caused injury to her patients. Additionally, the government alleged that Pandya falsely diagnosed patients 
with glaucoma to justify unnecessary diagnostic testing and treatment that was billed to Medicare. The government alleged that many 
of the diagnostic tests that Pandya ordered were not properly performed, were performed on a broken machine, or were not interpreted 
in the medical record, as required by Medicare. 

This settlement resolves allegations in a lawsuit filed by Laura Dildine, a former Pandya Practice Group employee, under the qui tam, 
or whistleblower, provisions of the False Claims Act (FCA). The FCA authorizes private parties to sue for false claims on behalf of the 
United States and share in the recovery. The lawsuit was filed in the Northern District of Georgia and is captioned United States ex rel. 
Dildine v. Aarti D. Pandya, M.D. et al., No. 1:13-CV-3336-LMM. The United States intervened in this lawsuit in 2018.  

After the government intervened in the qui tam action, HHS imposed a payment suspension on the Pandya Practice Group that precluded 
it from receiving any reimbursement from Medicare for Part B claims. The payment suspension was imposed on October 23, 2019. 
Pandya and the Pandya Practice Group unsuccessfully challenged the payment suspension in district court. As part of the settlement of 
the government’s claims in this case, the Pandya Practice Group agreed to forfeit the suspension amount to the government. The payment 
suspension will also be lifted as part of the settlement. 

To protect federal health care programs and beneficiaries going forward, Pandya and the Pandya Practice Group have entered into a 
detailed, multi-year Integrity Agreement and Conditional Exclusion Release (IA) with OIG that is more robust than OIG’s standard 
agreement. The IA includes training and reporting requirements and enhanced material breach provisions. The IA also requires that 
Pandya and the Pandya Practice Group hire an Independent Review Organization to conduct annual claims reviews to determine whether 
the items and services furnished were medically necessary and appropriately documented, and whether the claims were correctly coded, 
submitted, and reimbursed. OIG did not release its permissive exclusion authority and will provide such a release only after Pandya and 
the Pandya Practice Group have satisfied their obligations under the IA. 

Long Island Medical Doctor Sentenced to 30 Months in Prison for Medicare Billing Fraud Scheme 
Defendant Falsely Billed the Medicare Accounts of Institutionalized Patients 
Morris Barnard, a gastroenterologist practicing in Great Neck, New York, was sentenced by United States District Judge Gary R. 
Brown to 30 months in prison for health care fraud. Barnard pleaded guilty to the charge in March 2022. The Court also ordered over 
$1.4 million in restitution to Medicare.  

From October 2015 through February 2020, the defendant submitted over $3 million in billings to Medicare for colonoscopy and 
gastroenterological procedures that were not performed. Most of these billings indicated that the services were rendered to disabled 
beneficiaries, who were living in residential group homes. Medicare reimbursed approximately $1.4 million of these false claims, none 
of which the defendant was entitled to receive. 

ZIFL notes that Dr. Barnard had a successful fraud career for five years before the government noted his crimes and it took another two 
years to convict and sentence him. 
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Podiatrist Pays $90,000 To Settle False Billing Allegations 
Dr. Amr El-Khashab is a podiatrist who practices in Cypress, Texas and whom podiatrist Dr. Judith Rubin previously employed. 
From March 1, 2018, to Nov. 30, 2019, El-Khashab and Rubin billed Medicare for the surgical implantation of neurostimulator 
electrodes. These are invasive procedures usually requiring use of an operating room. Medicare pays thousands of dollars per procedure. 

El0Khashab, a 39-year-old Cypress man has agreed to pay to resolve allegations he submitted false claims for the placement of electro-
acupuncture devices, announced U.S. Attorney Alamdar S. Hamdani. 

However, neither Rubin nor El-Khashab performed these surgical procedures. Instead, patients received devices used for electro-
acupuncture, which only involves inserting needles into patients’ ears and taping the neurostimulator behind them with an adhesive.  

Rubin previously entered into an $865,000 settlement to address these allegations.  

To date, this is the ninth case the Southern District of Texas has resolved for similar conduct. The other matters included settlements 
with a Katy anesthesiologist, Houston pain doctor, Rockport chiropractor, Houston chiropractor, Laredo pain doctor, The Woodlands 
pain doctor and Cypress marketing representative. 

$2 Million in Medicaid Settlement from Western New York Doctor to Resolve Findings of Illegal Billing  
Dr. David B. DiMarco, M.D. and his companies D.B. DiMarco, M.D., P.C. (D.B. DiMarco) and DiMarco Vein Centers LLC 
(DiMarco Vein Centers) reached a settlement with the New York Attorney General securing more than $2 million for Medicaid. The 
settlement resolves an investigation by the Office of the Attorney General (OAG) into illegal Medicaid billing practices for vein 
treatments performed by Dr. DiMarco. The OAG found that Dr. DiMarco submitted more than 1,000 claims for procedures to Medicaid 
without sufficient documentation to show what procedures were actually performed or why the procedures were medically necessary, 
resulting in overpayment of Medicaid reimbursement. As a result of the settlement announced today, DiMarco will pay $2,139,037 to 
Medicaid and he will also withdraw from the New York State Medicaid program. 

The OAG found that, between March 2015 and October 2021, Dr. DiMarco submitted claims to Medicaid for procedures without 
adequate documentation. The OAG investigation into these claims found that Dr. DiMarco’s records did not show which procedures 
were actually performed, nor did they indicate why the procedures were medically necessary and thus eligible for Medicaid 
reimbursement. 

Two Biotech Firms and Their Co-Founder to Pay $10 Million To Resolve Allegations of Mischarging Federal Grants  
Dr. Paul Andrew Rhodes co-founded two technology companies, iSense, LLC (iSense) and Specific Diagnostics, Inc. (Specific). 
iSense, a Florida-based company with offices at one time in Mountain View, designs and develops applications for colorimetric sensor 
arrays. Specific, headquartered in San Jose, designs antimicrobial susceptibility tests. Dr. Rhodes, iSense, and Specific entered into a 
settlement agreement to resolve allegations by the United States that the firms mischarged federal grants by billing for costs incurred by 
another business and by billing for compensation in amounts exceeding authorized federal limits. The settlement also resolves allegations 
of backdating services and cost-sharing agreements and knowingly presenting a backdated agreement to the United States.  

The two biotechnology companies and their co-founder will pay more than $10 million to the United States to resolve allegations under 
the False Claims Act that they engaged in improper billing to federal grants. 

The total amount of the settlement to be paid is $10,068,875. Of that amount, iSense will pay $4,000,000, Specific will pay $4,000,000, 
and Dr. Rhodes will pay $2,068,875. 

This settlement agreement resolves multiple allegations. First, the settlement agreement resolves allegations that from January 1, 2015, 
to December 31, 2019, iSense, owned primarily by Dr. Rhodes, knowingly misallocated to itself costs incurred by Specific, which was 
partially owned by Dr. Rhodes. In one example, the United States alleges that in 2016 iSense shared space with Specific but the costs 
for that space were allocated to iSense and submitted for payment under DOD grants. Similarly, iSense shared a controller with Specific; 
however, the United States alleged the controller’s salary was allocated to iSense and submitted for payment under DOD grants. The 
United States also alleges that iSense and Dr. Rhodes knowingly submitted backdated cost-sharing agreements with Specific to the 
federal government.  

The settlement agreement further resolves allegations relating to National Institutes of Health grants in which iSense submitted the costs 
for employee work hours from July 1, 2014, to June 30, 2019, in amounts that exceeded the applicable salary cap and otherwise 
overcharged for hours worked by employees. Specific is alleged to have engaged in similar conduct from February 1, 2017, to December 
31, 2018, and the settlement agreement also resolves those allegations. 

Lastly, the settlement agreement resolves allegations that from February 1, 2018, to July 28, 2020, Specific and Dr. Rhodes knowingly 
submitted backdated services agreements with iSense as properly dated. 

Nursing Home Chain to Pay $1.75 Million Resolution Over Failure to Meet the Needs of Residents with 
Substance Use Disorder  
Athena Health Systems (Athena) of Farmington, Connecticut owns, operates, and manages skilled nursing homes and hospice facilities 
throughout New England, including Marlborough Hills Rehabilitation & Healthcare Center of Marlborough; Highview of 
Northampton; and Parsons Hill Rehabilitation & Healthcare Center and Worcester Rehabilitation & Healthcare Center, both of 
Worcester. The Massachusetts AG’s Office investigated reports of substandard care or regulatory violations at these nursing homes that 
allegedly started in March 2016, based on complaints referred by the Massachusetts Department of Public Health (DPH) and the Office 
of the Long Term Care Ombudsman.  
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The Connecticut-based long-term care management company operating nursing homes across southern New England has agreed to pay 
$1.75 million and adopt a series of critical compliance measures in a settlement reached by Attorney General Maura Healey’s Office. 
The settlement resolves a series of allegations, including that the company failed to meet the needs of nursing home residents 
experiencing substance use disorder (SUD). The largest nursing home settlement ever reached by the AG’s Office, these funds will be 
directed to the state’s Opioid Recovery and Remediation Trust Fund for prevention, harm reduction, treatment, and recovery across 
Massachusetts. 

Skilled nursing facilities participating in Medicare and MassHealth must follow various state and federal statutes, regulations, and rules 
governing their procedures and conduct. 

The AG’s Office alleges that the Athena facilities, at the direction of Athena, admitted substantial numbers of residents with histories 
of substance use disorder, despite the fact that the facilities did not have adequate levels of appropriately trained staff to meet the needs 
of those residents. The AG’s Office also alleges that numerous overdoses have occurred at the Athena facilities, some of which the 
Athena facilities failed to report to DPH. According to the AG’s Office, Athena was aware that this conduct led to noncompliance with 
regulations but still encouraged the Athena facilities to admit residents with histories of SUD. The investigation by the AG’s Office also 
found that one of the facilities named in the settlement failed to adequately screen staff for COVID-19 infection, risking the spread of 
the virus to medically vulnerable residents. 

Under the terms of the settlement agreement, in addition to the financial payment, Athena has also agreed to participate in a program 
with Alliant Health Solutions, which has received a grant from the U.S. Substance Abuse and Mental Health Services Administration 
to create “Centers of Excellence for Geriatric Emotional/Mental Health and Substance Use Education.” This program will result in 
updates to Athena’s policies, procedures, and trainings with respect to its treatment of residents with histories of SUD. Athena has also 
agreed to hire an auditor to review records every six months to assess this program, the results of which will be reported to the AG’s 
Office. Furthermore, under the terms of the settlement, Athena represents that it has adopted or is in the process of adopting a series of 
compliance initiatives, including mandatory compliance training, annual mock surveys, hiring of four full-time regional nurses dedicated 
to clinical operations and compliance, and implementation of a system-wide electronic dashboard. The AG’s Office also has authority, 
pursuant to this agreement, to require many of Athena’s facilities to contract with an independent compliance monitor if those facilities 
receive serious deficiencies in future surveys from DPH.  

Former Not-For-Profit Executive for Stealing Hundreds of Thousands from Medicaid  
Shirley Goddard, Former Executive Director of H.O.M.E., Sentenced to one to three Years in Prison and Ordered to Pay Over 
$600,000 in Remaining Restitution  
Shirley Goddard was sentenced to one to three years in prison for embezzling more than $650,000 from Humanitarian Organization 
for Multicultural Experiences, Inc. (H.O.M.E.), where she served over 25 years as President and CEO and functioned as the executive 
director. H.O.M.E. — a Syracuse-based not-for-profit organization started by Goddard and her husband, Tyrone Goddard — received 
funding from Medicaid to provide outpatient, community-based services to people who are developmentally disabled. Goddard 
previously pled guilty to stealing the funds when she was operating H.O.M.E. from January 2014 to September 2018 and has agreed to 
pay back the stolen amount. In addition to prison time, Goddard, who had already paid $40,000 in restitution pending her sentencing, 
was ordered to pay the remaining $610,809.  

In March, Goddard pled guilty to embezzling $650,809.32 from H.O.M.E. during the period of January 1, 2014 to on or about September 
30, 2018 and agreed to pay back the stolen amount to the Office of the Attorney General’s (OAG) Medicaid Fraud Control Unit (MFCU). 
The funds will then be returned to H.O.M.E. to replenish the amount that Goddard stole. Goddard was sentenced yesterday to a term of 
one to three years in prison and ordered to pay $610,809 in remaining restitution. 

In addition to the criminal prosecution conducted by MFCU, OAG’s Charities Bureau filed a civil lawsuit against Shirley and Tyrone 
Goddard to recover funds that Ms. Goddard admitted to stealing, as well as other misappropriated charitable assets, and has sought a 
permanent bar prohibiting the Goddards from holding any fiduciary role in a charitable or nonprofit organization in New York. That 
lawsuit remains pending. 

Clinical Laboratory Will Pay $1.5 Million To Resolve Medicaid Kickback and False Claims Allegations  
Dominion Diagnostics of North Kingstown, Rhode Island will pay $1.5 million to the MassHealth program to resolve allegations that 
it engaged in an illegal kickback relationship with a New Bedford-based clinical laboratory. According to the AG’s Office, Dominion 
agreed to make payments to the lab in exchange for referrals of urine drug tests. The AG’s Office also contends that Dominion submitted 
claims to MassHealth for urine drug tests coming from sober houses and performed for residential monitoring purposes, which are not 
considered medically necessary and not covered by MassHealth. The AG’s Office further alleges that the New Bedford lab submitted 
claims to MassHealth for urine drug tests performed by Dominion when such tests were required to have been billed by Dominion as 
the testing laboratory. 

Dominion Diagnostics is an independent clinical laboratory with locations in Rhode Island and Vermont has entered into a settlement 
agreement resolving kickback and false claims allegations. 

In addition to the payment, Dominion revised its internal compliance program. Dominion fully cooperated with the AG’s investigation. 

Former Doctor Convicted of Illegal Distribution of Controlled Substances 
Freeda Flynn, 69, formerly of St. Clairsville, Ohio unlawfully prescribed controlled substances, such as oxycodone, hydrocodone, and 
methadone, to her patients outside the scope of professional practice and not for a legitimate medical purpose. Some patients were 
prescribed high doses of medication without justification despite their addictions, which were known to Flynn, and which placed them 
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at risk for overdose or death. Others were prescribed medication in dosages, or in combinations, that were outside the course of 
professional practice. Flynn previously surrendered her DEA registration to prescribe controlled substances, and her medical license 
was revoked by the State Medical Board of Ohio in January 2021. 

A federal jury convicted Flynn, formerly licensed in Ohio, on January 11, 2023 for illegally prescribing controlled substance pills in 
violation of the Controlled Substances Act. 

According to court documents and evidence presented at trial, Flynn was convicted in the Southern District of Ohio of eight counts of 
unlawful distribution of a controlled substance. She faces a maximum penalty of 20 years in prison on each count. A sentencing date 
has not yet been set. A federal district court judge will determine any sentence after considering the U.S. Sentencing Guidelines and 
other statutory factors. 

Former Co-Owner and Sales Manager of Defunct Medical Testing Lab Sentenced To Prison 
Illegally profiting from kick-backs for referring government funded lab testing business 

Richard Reid, 53, was convicted in March 2022, following a six-day jury trial. At today’s sentencing hearing, U.S. District Judge John 
C. Coughenour denied a defense motion to postpone the prison sentence while Reid appeals his conviction. Reid, a resident of Astoria, 
Oregon was sentenced January 10, 2023 in U.S. District Court in Seattle to two years in prison for five federal felonies connected to his 
scheme to profit from illegal kickbacks in the medical testing industry, announced U.S. Attorney Nick Brown. 

The activities of Bellevue-based Northwest Physicians Laboratory (NWPL) have been the subject of extensive civil and criminal 
litigation. Reid was one of the owners and the Vice President of Sales for NWPL. Reid helped NWPL obtain more than $3.7 million in 
kickback payments by steering urine drug test specimens to two labs that could bill the government for testing. This resulted in 
government payments to those two labs of more than $6.5 million. 

According to records filed in the case between January 2013 and July 2015, two labs, that were not physician owned, made payments 
to NWPL in exchange for referrals of Medicare and TRICARE program business, in violation of the Anti-Kickback Statute. Paying 
remuneration to medical providers or provider-owned laboratories in exchange for referrals encourages providers to order medically 
unnecessary services. The Anti-Kickback Statute functions, in part, to discourage such behavior. NWPL was physician-owned, and for 
that reason could not test urine samples for patients covered by government health programs such as Medicare, Medicaid, and TRICARE. 
In order to conceal the payment of the kickbacks, Reid and other co-conspirators involved described the fees as being for marketing 
services; however, no marketing services were performed. 

In the sentencing memo asking that Reid receive the same two-year sentence as CEO Jae Lee, prosecutors described his role writing, 
“Reid hid the truth and kept the cover story in place by lying to his sales force, lying to providers, and sharing fraudulent opinion letters 
from attorneys. NWPL grew and the money – including illegal kickbacks – rolled in. The kickbacks increased as time went on and 
totaled almost $5 million. As the proceeds of the crime rose, so did Reid’s monthly distributions – from $10,000 in 2013 to $50,000 in 
2015.” 

Reid was convicted of one count of conspiracy to solicit and receive kickbacks involving health care programs and four counts of receipt 
of kickbacks. The company, NWPL, pleaded guilty in February 2021 and was sentenced to pay $8,114,417 in restitution joint and 
several with the other criminal defendants. NWPL has dissolved. To date, the labs and individuals involved in this investigation have 
paid more than $14 million to settle related civil allegations. In addition to Reid, three other defendants have pleaded guilty and await 
sentencing. Former NWPL CEO Jae Lee was sentenced to two years in prison in May 2022. Kevin Puls, the former Executive Director 
of NWPL was sentenced to 90 days in prison and a year of supervised release. 

The following is a fictionalized true crime story of Insurance Fraud to explain why Insurance Fraud is a “Heads 
I Win, Tails You Lose” situation for Insurers. This story and the more than 80 similar stories help to Understand 
how insurance fraud in America is costing everyone who buys insurance millions, if not billions,  of dollars every 
year and Why Insurance Fraud is Safer and More Profitable for the perpetrators than any other crime.  

The Insured purchased, for the first time in his life, a policy of Personal Articles Floater Insurance (PAF) scheduling $125,000 worth of 
ladies’ jewelry. When he first acquired the insurance, he advised the insurer that the jewelry was always kept in a class E safe (one that 
requires at least 30 minutes to drill out the lock) at his residence. He also told the insurer that he was employed full time as the owner 
of a gasoline service station and that he had never been canceled or suffered a previous loss.  

One month after the policy was issued, just before the first installment of the premium finance contract was due, the Insured reported to 
his insurer that two armed robbers came to his door at midnight (while his wife and child were fortuitously away helping a neighbor fill 
out immigration and naturalization forms) and forced him, at gun point, to open the safe. They removed only the jewels, struck him on 
the head with the weapon, and tied him up like a mummy with 56 feet of rope they just happened to have the foresight to bring with 
them.  

The insurer, probably concerned about the accuracy of the report, started the thorough investigation required by state statute and 
regulations.  
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The investigation produced evidence that the Insured claimed he had owned the jewelry for over twenty years. He advised his insurer’s 
investigator that the Insured received the jewelry as a gift from his grandmother when he immigrated to the United States.  

The Insured had immigrated to the United States from what was then known as Soviet Armenia with his entire family of six. His jewels 
had been stored in the bedroom closet of his apartment without incident for the full twenty years. Neither the Insured’s father nor any 
of his relatives knew about the gift because “it was not their business to know.”  

The Insured, also because it was not his business to know, did not know whether his father or his brothers had received a similar gift 
from his grandmother. The Insured had resided in an apartment building owned by his father for many years, but just two months before 
buying insurance, he had moved into this new residence, a larger, second floor apartment in the same building.  

The investigation established that, in truth, the Insured did not own a service station and was, in fact, unemployed for two years before 
the robbery. His father owned a service station, and the Insured would sometimes, for no pay, help his father operate the station. Further, 
just before the policy was issued, his residence was burglarized of jewelry not scheduled on the PAF, that he advised the investigator he 
“forgot” to tell the insurer about that theft when he was filling out the application.  

The Insured had once owned a service station. He lost his franchise when the franchiser found out he was running multiple credit card 
slips from customers and forging their signatures on the slips. He eventually pleaded guilty to a forgery charge and was placed on 
probation.  

The jeweler who appraised the jewelry stated to the insurance adjuster that he could replace it all for 50% of the appraised value. In 
addition, the investigation revealed that the Insured had suffered multiple losses of automobiles (the same car was stolen three times in 
two years), and he earned large sums from automobile accidents.  

The Insured and his entire extended family were always together in a car and went to the same chiropractor for treatment whenever an 
accident happened. The Insured and the family used the same lawyer to represent their interest against the insurers for the parties who 
they claimed caused the accidents.  

The Insurer, after completing its investigation, denied the claim for the loss of the jewelry because the insured obtained the policy by 
means of misrepresentation of material fact and concealment of material fact.  

The Insured, as was his basic experience, sued the insurer for breach of contract and breach of the covenant of good faith and fair dealing 
seeking both compensatory and punitive damages. The Court was reluctant to grant the insurer’s motion to strike the claim for punitive 
damages, although evidence was ample that the insurer had good cause to reject the claim.  

Discovery in the lawsuit established that the Insured and his father had reported the identical diamond ring stolen one year apart and 
had made the mistake of having it appraised by the same jeweler. The jeweler was willing to testify to the identity of the stones. Discovery 
also established two warranty violations in the policy.  

Such facts were sufficient to establish fraud. However, when the defendant is an insurer, fraud is not that easy to establish and be accepted 
by a court. The litigation dragged on for four and one-half years. The insurer moved for summary judgment attaching voluminous 
evidence of fraud only to have the trial court refuse to grant summary judgment because the judge wanted the insured to get his day in 
court.  

The case was set for trial and the Insured/Plaintiff made an offer of settlement that he would release the insurer of all liability in exchange 
for $30,000.00 cash. By the time the offer was made the insurer was faced with a potential judgment with interest at 10% per annum, 
building over time, of at least $200,000.00 in compensatory damages and the possibility of excessive amounts in punitive damages if 
the jury disagreed with the position of the insurer. In addition, counsel for the insurer was obligated to point out to his client that the 
cost, in attorneys’ fees and expert witness fees, needed to take the matter through a trial by jury would probably exceed the $30,000.00 
demand, not to mention the cost to resolve any necessary post-trial motions and appeals.  

In the state felony insurance fraud can be established by an insured who submits one false document or makes one false statement in the 
presentation of a claim. The insurer – as required by law – advised of the evidence it had of the fraudulent claim to the state Department 
of Insurance, Fraud Unit, local police and prosecutors. None were interested in filing criminal charges.  

The Insured had nothing to lose since he never owned the jewelry in the first place and concluded that $30,000 recovery – even after 
paying a contingent fee to his lawyer – was better than a judgment giving him nothing.  

To the insurer the exposure was too big, and the potential gain was too small. The insurer convinced that the Insured had perpetrated a 
fraud, especially after he made an offer to settle for less than 15% of the amount of the insurance, paid because the state refused to honor 
its commitment to defeat insurance fraud.  

The insurer was satisfied, not happy, in fact, to be rid of the exposure and the need to continually pay lawyers to defeat the fraudulent 
claim. Fraud succeeded but the insured had to work to collect it.  

Members of the public, and the insurance industry as a whole, lost as a result of this decision of the insurer to make an economic 
settlement since the settlement was less than it would have cost to go to trial to defeat the insured’s suit.  

The same Insured presented, at least, four additional, what are apparently fraudulent claims, since he accepted the settlement. His father 
also collected for the theft of the identical ring from a different insurer, and they enjoyed the proceeds of their fraud. 

If insurance fraud is to be stopped, the profit must be taken out of it. Since prosecutors seem disinterested, it is necessary for the insurance 
industry to take the chance on a punitive damage award and try every case where they believe fraud is being perpetrated. If they continue 
to take the easy, and least expensive way out, the cost to the industry as a whole will multiply.  
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Of course, insurers have shareholders who want to make a profit on their investment. Taking chances like those I propose will gain the 
ire of the shareholders and that is why this jewel theft claim – although nothing was owed – was what the insurer believed the settlement 
to be a logical and prudent decision. 

Prosecutors must be educated that insurance fraud is a serious crime that is taking multiple billions of dollars from the insurance industry. 
The cost of fraud is too big to continually pass on to the honest insurance consumer. If the prosecutors had taken note of the reports, 
they received from the insurer the insured would have been arrested and convicted and the insured’s lawsuit would have been 
immediately dismissed. 

Perhaps if fraud did not make insurance so expensive the number of honest consumers would be larger. Now, it appears to be a very 
small group. Twenty years later the insured was arrested, tried and convicted of being the leader of a terrorist and criminal organization 
called the Armenian Mafia. He is now serving a long term in federal penitentiary. 

Fraud in Canada 
In a report from the Dauphin Herald in Manitoba, the paper noted that Manitoba Public Insurance’s (MPI) Special Investigations Unit 
(SIU) saved Manitoba ratepayers nearly half a million dollars in 2022. 

The paper reported on the top five fraudulent claims made in 2022, as follows: 

Dirty laundry 
After reporting to police and MPI that their vehicle was stolen from their home, a policyholder signed a sworn statement to an MPI 
adjuster claiming that the insured vehicle had been stolen and was destroyed by fire. 

When found, a plastic container used to hold laundry detergent pods was located near the burned car. 

After further investigation by law enforcement and SIU, reports surfaced that the claimant and the car had been spotted earlier in the 
day at a gas station, filling a similar container with gasoline. 

After being presented with the evidence, the individual admitted the fire was accidental and the vehicle was not stolen as stated in their 
original statement. 

The claim was denied based on the policyholder making a false statement, saving MPI ratepayers approximately $24,400. 

Inflated injuries 
After having their vehicle hit while another driver was changing lanes, a policyholder was deemed eligible to receive income replacement 
benefits and personal care assistance through MPI’s Personal Injury Protection Plan, based on the extent of their injuries. 

The person claimed their injuries included a concussion, headaches, dizziness, back, knee and neck pain, an ankle injury and more. They 
reported that their ailments were so severe that they could not open water bottles or lift a pen and had limited mobility due to balance 
issues, nausea and full body pain. They claimed they could barely get out of bed. 

An investigation was initiated, and surveillance showed the person was much more active than they reported to be. They were observed 
walking long distances, including shopping for hours at several stores, lifting bags of groceries, and driving a motorcycle on multiple 
occasions. 

Based on the investigation, the individual was informed that their benefits would be terminated. MPI saved ratepayers more than 
$300,000 by denying the claim. 

Fibbing friends 
An insured individual reported returning to their vehicle to find it damaged by a nearby semi-truck. They also said that the other driver 
had already reported the collision to MPI and accepted liability for the collision. 

After further investigation by the SIU team, it was discovered that the two people were known to one another and often interacted 
publicly on social media networks. A search of the damaged vehicle revealed jugs of coolant and oil in the back seat and after a full 
inspection, it was determined that the vehicle’s engine had seized due to lack of oil. The repair cost for the severe mechanical issues was 
anticipated to be $45,000. 

When interviewed, the second driver confirmed they intentionally hit the vehicle with a rented moving truck after being asked for help 
by the vehicle owner. The owner also admitted to staging the collision. Denying this claim saved ratepayers over $50,000. 

Impaired interpretation 
After being involved in a single-vehicle rollover, three heavily intoxicated people were found by law enforcement outside of a heavily 
damaged truck with all of the air bags deployed. 

There were no witnesses to the incident and law enforcement had no way to determine who was driving the insured vehicle. However, 
one individual provoked more suspicion than the others, as the truck was registered in their spouse’s name. 

One of the individuals was arrested for intoxication, held overnight and released the next day without any charges. Days later, the same 
person opened a single vehicle collision claim with MPI, indicating that they had hit a rut, lost control and rolled the vehicle. They also 
claimed they were alone in the truck and had not consumed any drugs or alcohol in the previous 24 hours. 
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After receiving a sworn statement from the individual, the claim was referred to the SIU, who quickly learned that the police had attended 
the scene. The claim was denied due to the false statement provided, saving ratepayers an estimated $62,000. 

A key story 
A person opened a theft claim on their vehicle, reporting that their SUV was stolen from their place of employment during an overnight 
shift. While speaking with law enforcement, they noted that they were in possession of one set of keys, after misplacing the only other 
set. However, when filing a claim with MPI they said they had both sets of keys at the time of the alleged theft. 

The vehicle was recovered and towed to the MPI compound where it was examined by technicians. The examination concluded that the 
installed immobilizer was operational and functioning as designed. A coded and programmed transponder radio frequency signal is 
required to enable the engine to start and remain running, therefore a programmed key is the only way to start the vehicle. Additionally, 
the investigation found that the vehicle ignition was not manipulated or damaged. 

As both sets of keys were determined to be in the customer’s possession despite the initial conflicting reports, the claim was denied, 
saving MPI’s ratepayers over $38,000. 

Anyone with information about auto insurance fraud is encouraged to call the MPI TIPS Line toll-free at 1-877-985-8477 or submit 
information online at mpi.mb.ca. 

All calls and reports are anonymous. 

Executed for Murder for Insurance Money 
Robert Fratta, 65, received a lethal injection at the state penitentiary in Huntsville for the November 1994 fatal shooting of his wife, 
Farah. He was pronounced dead at 7:49 p.m. 

Fratta, a former suburban Houston police officer was executed in January for hiring two people to kill his estranged wife nearly 30 years 
ago amid a contentious divorce and custody battle. 

Prosecutors reported that Fratta organized the murder-for-hire plot in which a middleman, Joseph Prystash, hired the shooter, Howard 
Guidry. Farah Fratta, 33, was shot twice in the head in her home’s garage in the Houston suburb of Atascocita. 
Robert Fratta, who was a public safety officer for Missouri City, had long claimed he was innocent.  

The U.S. Supreme Court declined an appeal from Fratta’s lawyers to stop the execution. They had argued 
prosecutors withheld evidence that a trial witness had been hypnotized by investigators, leading her to change 
her initial recollection that she saw two men at the murder scene as well as a getaway driver. 

Prosecutors have argued the hypnosis produced no new information and no new identification. They had also 
said that Fratta had repeatedly expressed his desire to see his wife dead and asked several acquaintances if they 
knew anyone who would kill her, telling one friend, “I’ll just kill her, and I’ll do my time and when I get out, I’ll 
have my kids,” according to court records. Prystash and Guidry were also sent to death row for the slaying. 

Fratta was also one of four Texas death row inmates who sued to stop the state’s prison system from using what 
they allege are expired and unsafe execution drugs. There had been some doubt if Fratta’s execution would take place after civil court 
Judge Catherine Mauzy in Austin earlier issued a temporary injunction in the lawsuit that would have prevented the state’s prison system 
from using what she believed is likely expired and medically compromised pentobarbital — the drug Texas uses in its lethal injection. 

The execution was carried out after Texas’ top criminal appeals court overturned the injunction and the state’s supreme court rejected 
an appeal. Mauzy’s order conflicted with last week’s edict from the Texas Court of Criminal Appeals that barred her from issuing any 
orders in the lawsuit that would halt any execution.  

The Supreme Court and lower courts previously rejected appeals from Fratta’s lawyers that sought to review claims arguing insufficient 
evidence and faulty jury instructions were used to convict him. His attorneys have also unsuccessfully argued that a juror in his case 
was not impartial, and that ballistics evidence didn’t tie him to the murder weapon. 

The Texas Board of Pardons and Paroles last week unanimously declined to commute Fratta’s death sentence to a lesser penalty or to 
grant a 60-day reprieve. 

Fratta was first sentenced to death in 1996, but his conviction was overturned by a federal judge who ruled that confessions from his co-
conspirators shouldn’t have been admitted into evidence. In the same ruling, the judge wrote that “trial evidence showed Fratta to be 
egotistical, misogynistic, and vile, with a callous desire to kill his wife.” He was retried and resentenced to death in 2009. 

Attorney Sentenced to 8 Years for Stealing Insurance Settlement Checks 
Lori E. Deveny created the largest loss in history from the Oregon State Bar’s Client Services Fund, which paid just over $2 million to 
victims of her scheme according to Kateri Walsh, communications director for the Bar. The fund increased its maximum payout to 
$100,000 from $50,000 after Deveny’s crimes were exposed. 

Deveny, a former Portland, Oregon personal injury attorney was sentenced January 9, 2023y to eight years, five months in prison and 
ordered to pay $4.5 million in restitution for stealing insurance payouts from 135 clients. 

Walsh said the organization received 52 claims with total losses of $3.2 million from Deveny’s former clients. In response to the fraud 
scheme, the Oregon legislature in 2021 Senate Bill 180, which requires insurers to notify both the insured and the insured’s attorney 
when issuing settlement checks. The law went into effect on Jan. 1, 2022. 

Deveny, who is 57, pleaded guilty in June to seven felony fraud and identity theft charges. A 2019 federal grand jury indictment charged 
her with 24 felony counts. 
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“While serving as an attorney, Ms. Deveny brazenly stole money that should have gone to pay for health care for her clients for serious 
injuries and ailments,” stated Kieran L. Ramsey, special agent in charge of the FBI Portland Field Office. “Instead, that money funded 
things like big game hunting trips to Africa and home remodeling.” 

Lori Deveny  

The US Attorney’s Office said in a court filing that Deveny began to pocket her clients’ insurance settlement 
checks in 2006 or 2007, although charging papers cite only crimes that started in 2011 and continued until she 
was indicted in May 2019. She forged insurance checks made payable to her clients, deposited the money into 
her bank accounts and “lulled clients into believing they would receive compensation for their injuries,” the 
office said. 

Deveny spent $173,000 of the money she embezzled on “numerous” big game hunting trips to Africa that she 
took with her husband and $35,000 on taxidermy expenses for hunting trophies. Expenses included $150,000 in 
airline tickets for trips to Las Vegas and Mexico, $60,000 on stays at a luxury nudist resort in Palm Springs 
California, $220,000 on cigars, $58,000 on pet boarding and veterinary expenses, $125,000 on home renovations 

and $195,000 on mortgage payments, prosecutors said. 

Deveny’s husband, Robert Deveny, committed suicide in March 2018. Prosecutors say she told them that she was a victim of her 
husband’s “weird sexual proclivities and avarice,” but she continued to embezzle funds even after her “alleged tormenter” died, the 
sentencing memorandum reported. Prosecutors said her motive was “unadulterated and unbridled greed.” 

She continued to steal settlement checks even after she surrendered her law license in March 2018 after the Oregon State Bar investigated 
misconduct allegations. She repeatedly told clients that their cases would need more time, prosecutors said. 

Deveny has also pleaded guilty to 28 felony counts of aggravated theft and identity theft in state charges filed in Multnomah County 
Circuit Court. Sentencing in that case is scheduled for Jan. 26. 

Federal prosecutors said that Deveny wants to serve any state prison time in federal prison. To do so, she must surrender to federal 
authorities before she is sentenced for the state charges. 

Guilty of Fake Workers’ Compensation Claim 
Thomas Stephanie, age 46, of Washington, Iowa, received a deferred judgment on December 19, 2022 and was placed on probation 
for five years following a guilty plea on October 26, 2022, to one count of Presenting False Information, a class “D” Felony, following 
an investigation by the Iowa Insurance Division’s Fraud Bureau. Stephanie was also ordered to pay restitution in the amount of $3,181.60 
and a civil penalty in the amount of $1,025. 

The charges against Stephanie stem from an investigation which began in June 2022. According to criminal complaints filed by the 
Iowa Insurance Division’s Fraud Bureau, Stephanie provided false statements to an insurer in connection with a workers’ compensation 
insurance claim. Stephanie received insurance benefits due to these false statements. Stephanie was arrested on August 10, 2022. 

Iowans with information about insurance fraud are encouraged to contact the Iowa Insurance Division’s Fraud Bureau at 515-654-6556. 

A Compact Book on How Judges Read, Understand, Interpret and Rule on Insurance Policy 
Issues 
Every Person Who is Insured Needs to Understand How Judges interpret Insurance Policies.  
The book provides those who are insured, insurance claims people, insurance claims executives, underwriters, insurance agents, 
insurance brokers, insurance coverage lawyers and policyholders lawyers an ability to understand how they should emulate the courts 
when interpreting an insurance policy to avoid taking untenable positions with regard to claims. 

The book is available at Amazon.com as a hardcover here; a paperback here; and as a Kindle Book here. 

“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  

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. 
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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. 
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.  
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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/ 


