
Mr. Putin & the IRGC, Exegetically Speaking, Know Thyself 
  

Zalma’s Insurance Fraud Letter – Page 1 –The Source For Insurance Fraud Professionals  

A ClaimSchool™ Publication © 2026 Barry Zalma  
Go to my blog & Videos at: Zalma on Insurance   
And at https://zalma.com/blog    
The Insurance Claims Library   
Videos from Zalma on Insurance  
Subscribe to Barry Zalma on Substack.com  

Go to GTTR at https://gettr.com/@zalma  
Follow me on LinkedIn here   

Volume 30, Issue 18 – September 15, 2026 
Subscribe to the e-mail Version of ZIFL, it’s Free!   
Read the last two issues of ZIFL here.  
Barry Zalma, Inc. web site here  
Videos from “Barry Zalma on YouTube”    
Barry Zalma videos at Rumble.com    
 Zalma on Twitter/X @bzalma  
@Zalma on Truth Social   

Gore Vidal 

Time for a Federal Crime of Insurance Fraud 
The accidents may be shams, but the felonies would be real. On Thursday, Gillen (D-NY) introduced the Stop Auto Fraud Act of 2026, 
which would make the “crash for cash” practice a federal offense punishable by up to 10 years behind bars, with sentence enhancements 
for smash-ups causing injury or death. 

Rep. Laura Gillen is hoping her bipartisan bill will become law to give prosecutors a federal crime to prosecute cash for crash 
perpetrators. CQ-Roll Call, Inc via Getty Images  

“This is a tough-on-crime, lower-cost bill that is responding to the surge we’ve seen in these crash for cash schemes that are being 
perpetrated by hucksters and fraudsters across our country, including on Long Island, that are driving up our auto insurance rates and 
putting drivers’ lives at risk,” Gillen told The Post. 

“I think this is a no-brainer. There should be broad bipartisan support to crack down on this crime and to make our roads safer and lower 
costs.” 

Gillen is teaming up with Reps. Troy Nehls (R-Texas), Josh Gottheimer (D-NJ) and Vince Fong (R-Calif.) on the bipartisan measure, 
which would direct the proceeds of fines imposed on “crash for cash” schemers into the federal Highway Trust Fund.  

New York drivers pay an average of $3,492 per year in car insurance premiums, more than $1,000 above the national average, Forbes 
reported in July. 

Insurance fraud and staged crashes can add more than $300 annually to Empire Staters’ bill, according to data cited by Gillen’s office. 

“It’s not just the actual accidents themselves and the damage to the vehicles. It’s also about claims for injuries, for treatments, and in 
some of these fraud cases, people were getting unnecessary surgery just to make their damages go higher, and so it’s cracking down on 
all of that,” Gillen explained.  

Gillen was joined in rolling out the bill by Nicholas Díaz-Baquero, a Garden City Uber driver who suffered a back injury in what he 
suspects was a staged crash.  

“It’s frustrating and heartbreaking that honest drivers can be put in this position just trying to make a living.” 

“We’ve seen a pretty significant increase in this form of fraud in recent years,” said Kyle McCollum, vice president of government affairs 
at the National Insurance Crime Bureau (NICB). “It’s becoming a very lucrative and attractive form of auto insurance fraud for organized 
actors out there.https://nypost.com/2026/09/03/us-news/rep-laura-gillen-pushes-to-make-orchestrated-car-crashes-for-insurance-fraud-
a-federal-crime/  

According to NICB data, reports of staged accidents have increased by 35% across the US between 2024 and 2025, and 52% over the 
first half of this decade. 

DC has the highest rate of confirmed staged crashes in America at 19.79 per 100,000 residents, followed by California (13.18 per 100,000 
residents) and New York (11.61 per 100,000). 
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“It sends that signal from the top down that we’re not going to stand for this type of fraud,” McCollum said of the House legislation. “I 
think it also provides an additional tool for federal prosecutors. Historically, they’ve had to prosecute this form of fraud more under the 
wire fraud statute. 

“So, this actually clarifies and makes abundantly clear that staging a motor vehicle accident itself is a federal crime.” 

APCIA Support 
Sam Whitfield, APCIA's senior vice president of federal government relations, tied the bill directly to rising premiums. 

"Auto claims fraud, including intentional crashes, staged accidents, fabricated medical bills, and AI-altered photo evidence, drives up 
costs throughout the system and ultimately raises auto insurance premiums for everyone. States that have enacted targeted anti-fraud 
and staged accident reforms have strengthened enforcement, disrupted organized fraud rings, and helped stabilize auto insurance 
markets, with some states even experiencing premium reductions," Whitfield said. 

What The Bill Actually Does 
The legislation, introduced September 3, would establish federal criminal penalties for anyone who knowingly stages or fabricates a 
motor vehicle crash to submit a fraudulent insurance claim. 

Penalties scale with harm -up to 10 years in prison for a staged crash causing no injury, up to 20 years if the crash causes serious bodily 
injury, and up to life in prison if it results in death. Any fines collected would flow into the Highway Trust Fund, the federal account 
that finances road, bridge and public transit projects, a structural choice lawmakers have framed as tying enforcement directly to 
infrastructure funding rather than general revenue. 

Rep. Nehls framed the bill around who ultimately bears the cost of this kind of fraud. 

"Bad actors across the country are deliberately causing, staging and fabricating car wrecks and filing phony insurance claims, and it's 
the hardworking American families who end up paying the price with high insurance rates. It's time we put an end to this, make it a 
federal crime, and hold these fraudsters accountable," Nehls said. 

Meanwhile, Rep. Gottheimer noted the interstate nature of many fraud operations specifically: "Insurance fraudsters send premiums 
skyrocketing and drive up the cost of living for Jersey families. The fraud rings behind them don't stop at state lines." 

A Federal Version Of A Concept States Adopted Years Ago 
The bill's core idea, criminalizing the act of staging a crash specifically rather than relying on general fraud statutes, isn't new; it's a 
federal extension of reforms several states enacted years earlier. 

New York passed its own version in 2019, known as Alice's Law after Alice Ross, a Queens grandmother killed in 2003 when a driver 
intentionally crashed into her car as part of an insurance fraud scheme. That law made staging an accident a distinct felony in New York 
rather than leaving prosecutors to rely solely on broader fraud or reckless endangerment statutes. 

The Stop Auto Fraud Act effectively nationalizes that same logic, giving federal prosecutors a dedicated tool for fraud rings that, as 
Gottheimer noted, frequently operate across state lines in ways state-level statutes alone can't fully reach. 

The Scale Of The Problem The Bill Is Meant To Address 
The fraud categories the bill targets are a documented and costly problem industry-wide. 

The Coalition Against Insurance Fraud estimates fraudulent claims cost the US approximately $308.6 billion annually, adding roughly 
$900 to the average policyholder's yearly insurance costs, a figure the National Insurance Crime Bureau has cited repeatedly in its own 
public awareness campaigns. 

Staged and fabricated accidents specifically have shown up as a persistent regional problem in NICB's own analysis. The organization 
has identified staged vehicle accidents as the top insurance fraud issue in states like South Carolina, and federal investigators have 
pursued organized staged-accident rings through operations targeting commercial vehicle crashes in cities including New Orleans. 

The bill's explicit reference to AI-altered photo evidence in Whitfield's statement also reflects a genuinely newer wrinkle in this fraud 
category, as image-generation tools make fabricating convincing damage or injury evidence easier than in years past. 

Why This Matters For Insurers And Claims Professionals 
For claims adjusters and special investigations units, a federal staged-crash statute would give investigators an additional prosecutorial 
avenue when a fraud ring's activity crosses state lines, a structural gap state-level laws like Alice's Law were never designed to close on 
their own. 

For insurers more broadly, the bill's fate is worth tracking as a potential data point on whether Congress is willing to treat organized auto 
fraud as a distinct federal offense rather than leaving enforcement entirely to a patchwork of state statutes, a shift that, if it holds and the 
bill advances, could eventually factor into how carriers model expected fraud-related loss trends in states that currently lack their own 
dedicated staged-accident statute. 

ZIFL Opinion 
This statute should've happened a LONG time ago. State laws vary and the ability of state prosecutors to deal with crash for cash frauds 
make it easier in some states and harder in others. It is time for every fraud fighter, SIU investigator, and insurer to support this bill to 
make it a serious federal crime to defraud an insurer by creating a fake auto accident. 
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“If the immigrant who comes here in good faith becomes an American and assimilates himself to us, he shall be treated on an exact 
equality with everyone else… But this is predicated upon the person becoming in every facet an American, and nothing but an American. 
There can be no divided allegiance here. Any man who says he is an American, but something else also, isn’t an American at all. We 
have room for but one flag, the American flag.” -  Theodore Roosevelt 

"Justice is the end of government. It is the end of civil society. It ever has been and ever will be pursued until it be obtained, or until 
liberty be lost in the pursuit." —James Madison  

“A complete fool is better than a half-sage.”  —  Rabbi Shlomo ibn-Gavrioel 

“If we move in mass, be it ever so circuitously, we shall attain our object; but if we break into squads, everyone pursuing the path he 
thinks most direct, we become an easy conquest to those who can now barely hold us in check.” —Thomas Jefferson  

“Forgiveness means giving up all hope for a better past.”  —  Lily Tomlin 

“The plea was not guilty, and he was convicted. No matter what the evidence was against him, he had the right to have an impartial 
judge.” — Chief Justice William Howard Taft in Tumey v. Ohio 

“True love comes quietly, without banners or flashing lights. If you hear bells, get your ears checked.”  —  Erich Segal 

“Unless we believe the Divine renews creation every day, our prayers grow habitual and tedious.” — Baal Shem Tov 

“Rejoice not at thine enemy's fall --- but don't rush to pick him up, either.”  —  Jewish Proverb 

“There is a rank due to the United States, among nations, which will be withheld, if not absolutely lost, by the reputation of weakness. 
If we desire to avoid insult, we must be able to repel it; if we desire to secure peace, one of the most powerful instruments of our rising 
prosperity, it must be known that we are at all times ready for war.” — George Washington 

“In three words I can sum up everything I've learned about life: it goes on.” – Robert Frost 

 

HABEAS CORPUS PETITION GRANTED 
Over Staying Visa & Charge of Insurance Fraud Still Entitled to Habeas Relief and a Bond Hearing 
In Hernan Guillermo Palomino-Crespo v. Warden, Glades County Detention Center et al., No. 2:26-cv-02322-SPC-NPM, United States 
District Court, M.D. Florida, Fort Myers Division (August 26, 2026) Hernan Guillermo Palomino-Crespo’s Amended Petition for Writ 
of Habeas Corpus, the government’s response and Palomino-Crespo’s reply. 

FACTUAL BACKGROUND 
Palomino-Crespo is a native and citizen of Colombia who lawfully entered the United States on a B-2 non-immigrant visa on February 
24, 2017. He resides in Miami, Florida with his wife and two minor children, owns and operates a residential restoration and remodeling 
business, and files U.S. tax returns. 

On June 4, 2026, the State of Florida charged Palomino-Crespo with insurance fraud and theft and released him pending trial. He has 
no prior criminal history. 

On June 27, 2026, roving Border Patrol agents arrested Palomino-Crespo and commenced removal proceedings by serving a notice to 
appear. In a bond hearing held on July 23, 2026, Immigration Judge Jennifer Mazza found Palomino-Crespo subject to mandatory 
detention under 8 U.S.C. § 1226(c) due to the pending state charges. 

Palomino-Crespo claimed he did not meet the requirements for mandatory detention under § 1226(c) because he was admitted into the 
United States. The government conceded the point and acknowledged Judge Mazza’s decision is legally incorrect. 

The Government argued that Palomino-Crespo is not subject to mandatory detention under § 1226(c). But it argues his detention is 
nevertheless lawful under § 1226(a) because Judge Mazza included this line at the end of the bond order: “Even if Respondent was not 
subject to Mandatory Detention, Respondent also failed to demonstrate that he does not present a risk of flight.” 

The parties agree that as a noncitizen detained under § 1226(a), Palomino-Crespo has a right to an individualized bond hearing. They 
disagree on whether he already received one. 

The USDC found he did not. Palomino-Crespo alleges that the Department of Homeland Security incorrectly argued for § 1226(c) 
mandatory detention at the bond hearing, and that Judge Mazza accepted that argument and did not consider any other evidence or allow 
Palomino-Crespo’s attorney to present any argument regarding danger to the community or risk of flight. 

The government does not contest Palomino-Crespo’s characterization of the bond hearing. Palomino-Crespo has not received the 
individualized, merit-based bond hearing he is entitled to. 
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The Court will thus order the respondents to either bring Palomino-Crespo before an immigration judge for an individualized bond 
hearing within ten days or release him. 

To satisfy this Order, the hearing must include—and the resulting order must reflect—consideration of evidence properly submitted by 
the petitioner and the factors announced in In re Guerra, 24 I. & N. Dec. 37 (BIA 2006), and the government must bear the burden of 
proof. The Court is aware the EOIR is the agency that conducts bond hearings, it is not a party to this action, and it may decide not to 
hold a hearing that satisfies these requirements. But to be clear, subjecting Palomino-Crespo to mandatory detention under § 1225(c) is 
unlawful. 

If the respondents are unable to ensure Palomino-Crespo receives a bond hearing that complies with this Order within ten days, they 
must release him. 

Accordingly, it is hereby ordered that Hernan Guillermo Palomino-Crespo’s Petition for Writ of Habeas Corpus is granted (1) Within 
ten days of this Opinion and Order, the respondents shall either (1) bring Palomino-Crespo for an individualized bond hearing before an 
immigration judge or (2) release Palomino-Crespo under reasonable conditions of supervision. If the respondents release Palomino-
Crespo, they shall facilitate his transportation from the detention facility by notifying his counsel when and where he may be collected. 

ZIFL OPINION 
Although rare, in this case Habeas was granted. Insurance fraud is a serious crime and is, in my experience, conducted by people of 
every race, religion, national origin or gender. Since Palomino-Crespo was on a Visa since 2017 the detention was probably correct for 
overstaying a Visa. 

He had been charged with insurance fraud, but not yet tried or otherwise resolved, and was innocent of the crime until proven guilty. 
Since the government failed to fulfill its obligation for Palomino-Crespo to receive a bond hearing the court ordered the government to 
provide the hearing or release him immediately. 

In Kindle, paperback and hardback formats, The Compact Book of Adjusting Property Claims, Fourth Edition is now available for 
purchase here and here.  

The Fourth Edition contains updates and clarifications from the first three editions plus additional material for the 
working adjuster and the insurance coverage lawyer.  Primer for the First Party Property Adjuster The insurance 
adjuster is seldom, if ever, mentioned in a policy of insurance. The strict wording of the first party property policy 
sets the obligation to investigate and prove a claim on the insured.  

Standard first party property insurance policies, based upon the more than a century old New York Standard Fire 
Insurance policy, contain conditions that require the insured to, within sixty days of the loss, submit a sworn proof 
of loss to prove to the insurer the facts and amount of loss.  

In general, failure to file the proof within the time limited by the policy is fatal to an action upon it (White v. Home 
Mutual Ins. Co., 128 Cal. 131, 60 P. 666 (1900); Beasley v. Pacific Indem. Co., 200 Cal.App.2d 207, 19 Cal.Rptr. 

299 (Cal. App. 1962).  

Available as a hardcover here. Available as a Kindle Book here. Available as a paperback here 

Crime Requires 121-151 Months of Imprisonment  
Mr. Baiyewu Is Liable For The Loss Resulting From Acts Directly Attributable To Him And For The Loss Resulting From The 
Reasonably Foreseeable Acts Of Others Taken In Furtherance of the Criminal Activity 
In United States Of America v. Oluwasegun Baiyewu, CRIMINAL No. 21-395 (RAM), United States District Court, D. Puerto Rico 
(August 26, 2026) the court dealt with a case after on October 20, 2021, a grand jury in the District of Puerto Rico returned a single-
count Indictment charging Mr. Baiyewu with conspiracy to commit money laundering, in violation of 18 U.S.C. § 1956(h). About a 
year and a half later, on March 31, 2023, a grand jury returned a single-count Superseding Indictment charging Mr. Baiyewu and four 
co-defendants with conspiracy to commit money laundering, in violation of 18 U.S.C. 

CONVICTION 
Baiyewu was convicted by a jury of conspiracy to commit money laundering under 18 U.S.C. § 1956(h). The charged conspiracy, 
operating from May 2020 through October 2021, involved proceeds from business-email-compromise schemes, romance scams, and 
unemployment-insurance fraud. 

Funds were routed through vehicle-auction accounts. 
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LAW 
At sentencing, a court may rely on a Pre Sentence Report (PSR) when its factual assertions bear sufficient indicia of reliability, but 
disputed allegations must have an adequate evidentiary basis. Under Federal Rule of Criminal Procedure 32(i)(3)(B), the court need 
not resolve a dispute that will not affect sentencing. U.S.S.G. § 2S1.1(a)(2) applies when the defendant did not commit the underlying 
offense or its offense level cannot practicably be determined. 

A four-level increase under § 2S1.1(b)(2)(C) applies when the defendant was in the business of laundering funds, assessed under the 
totality of the circumstances. Section 3B1.1(a) provides a four-level organizer-or-leader enhancement where the activity involved five 
or more participants or was otherwise extensive and the defendant organized or led at least one participant. 

Loss is proved by a preponderance of the evidence and may be reasonably estimated, but the estimate must rest on reliable evidence; 
when criminal and legitimate funds are commingled and the criminal portion cannot practicably be determined, the total commingled 
amount may be used. 

ANALYSIS 
The court partially sustained factual objections where the PSR overstated or imprecisely described trial testimony. It rejected other 
factual objections as accurate or immaterial. 

The evidence showed sustained laundering activity: Baiyewu sourced funds through intermediaries, directed deposits and auction 
payments, coordinated transfers of Nigerian naira, used multiple sources, and operated over an extended period. That record supported 
the “business of laundering funds” enhancement. On loss, however, the government’s proposed $4,053,739.95 figure included deposits 
outside the conspiracy period and was insufficiently tied to reliable proof. The court instead used $3,140,000, the total deposits during 
the conspiracy into the three relevant accounts, because the legitimate and criminal funds were commingled and the criminal portion 
could not practicably be isolated. 

DISCUSSION 
The court demanded transcript-level accuracy for disputed PSR statements and a dependable evidentiary basis for the amount 
calculation, while permitting use of the full commingled amount once a narrower criminal-funds figure could not be determined 
without undue complication. Restitution remained unresolved because the court left the record open for 90 days after sentencing. 

A PSR generally bears sufficient indicia of reliability to permit the district court to rely on it at sentencing. Where an objection has 
been raised, the mere inclusion in the PSR of factual allegations does not convert facts lacking an adequate evidentiary basis with 
sufficient indicia of reliability into facts a district court may rely upon at sentencing. 

Guideline § 2Sl.l(a)(2) applies where the defendant did not commit the underlying offense, or where the defendant did commit the 
underlying offense, but the offense level for the underlying offense is impossible or impracticable to determine. 

CONCLUSION 
In this case, Mr. Baiyewu is liable for the loss resulting from acts directly attributable to him and for the loss resulting from the 
reasonably foreseeable acts of others taken in furtherance of the jointly undertaken criminal activity, but the government bears the 
burden of proving a victim’s losses by a preponderance. 

Baiyewu’s total offense level was 32, with criminal history category I, producing an advisory imprisonment range of 121 to 151 
months and a fine range of $35,000 to $350,000. The scope of Mr. Baiyewu’s criminal activity and the fact that he led or organized 
one or more of the five or more individuals involved in his criminal activity, he qualifies as a leader or organizer. 

Here, the evidence does not provide a sufficient basis for attributing the Government’s proposed amount of $4,053,739.95 to 
Defendant. 

At trial, Government exhibits showed Mr. Baiyewu personally deposited multiple funds from the criminal activity. The Court found, 
based on the evidence before it, that the appropriate estimate of the value of laundered funds was $3,140,000. Defendant’s offense 
level will be increased by 16 levels instead of the 18 levels provided by the Second Amended PSR. 

Mr. Baiyewu has a total offense level of 32 with a criminal history category I and an applicable guideline sentencing range of 121-151 
months of imprisonment and a fine range of $35,000 to $350,000. 
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ZIFL OPINION 
Federal courts are required to follow guideline set by statute. The court followed the guidelines as fairly and effectively as possible. 
Baiyewu will serve more than 12 years, an appropriate sentence following the guidelines. 

Why I Will Never Forget 
If My Daughter Started School a Week Later I Would Have Been the Falling Man on September 11, 2001 

My youngest daughter had signed up for a semester at the University of 
New York in the small town of Plattsburgh, New York. My wife, my 
daughter and I decided to make the trip to New York to be a holiday starting 
in Washington D.C. and drive up the East Coast to show her the country. 
Early in September we made it to New York City and stayed in a hotel 
across the street from the World Trade Center. We took the elevators to the 
top floor of building One and my daughter sat in the windows that looked 
straight down to the first floor. We then drove up to Plattsburg, moved her 
into a dorm and then drove through Vermont to Boston and flew back to 
L.A. on the dearly departed Midwest Express Airline. days before planes 
and got home in time to watch the towers fall on t.v. 

There, but for the grace of G_d I and my family survived. 

Never forget what was done to the USA and is still being done. Don’t quit.  

 

Ohio State University Agrees to $2.1M Settlement to Resolve Allegations that it Failed to Disclose 
Employees’ Ties to the People’s Republic of China in Applications for Federal Research Funding  
Ohio State University (OSU), a public university in Columbus, Ohio, agreed to pay a total of $2,100,000 to resolve civil allegations 
that it failed to disclose OSU employees’ affiliations with and support from the People’s Republic of China (PRC) in connection with 
federal research funding. 

“American universities that benefit from the federal government’s support for scientific research and advancement must fully disclose 
all foreign funding in their grant applications,” said Assistant Attorney General Brett A. Shumate of the Justice Department's Civil 
Division. “We will continue to hold accountable any university that fails to comply with disclosure requirements designed to protect 
research security and federally-funded scientific achievements.” 

This settlement relates to National Aeronautics and Space Administration (NASA) and National Science Foundation (NSF) grants that 
provided funding to OSU from November 2012 to August 2023. In the funding application process, NASA and NSF required OSU to 
disclose, among other things, foreign government support received by any principal investigator (PI) or co-PI on the grant application. 
Further, since 2011, federal law prohibits the use of grant funds for collaborations with the PRC, PRC Universities, or any PRC-owned 
companies. The settlement resolves allegations that OSU failed to disclose the collaboration and affiliation with, or funding received 
from, the PRC by certain OSU employees working on NASA and NSF grants. Specifically, the settlement resolves allegations that since 
2014, annual Faculty Activity Reports submitted to OSU identified affiliations with PRC universities and state-run research 
organizations, but OSU did not disclose this information to NASA or NSF. In addition, OSU learned in 2019 that a PI on NASA grants 
was a participant in a Thousand Talents Program, a program established by the PRC to recruit individuals with knowledge or access to 
foreign technology intellectual property, but OSU did not notify NASA or NSF until four years later in 2023. The United States identified 
additional OSU employees who worked on those grants and were affiliated with, or collaborated with, or received funding from, the 
PRC. 

Dompé U.S. Agrees to Pay $32M to Resolve False Claims Act Liability Relating to Self-Disclosure of 
Patient Kickbacks  
Dompé U.S. Inc. (Dompé), based in California, agreed to pay $32 million to resolve allegations that, between 2018 and 2021, it paid 
Medicare beneficiary co-pays through two patient assistance foundations to induce the purchase of its drug, Oxervate, in violation of the 
Anti-Kickback Statute and the False Claims Act. 

Kickbacks to beneficiaries undermine the purpose of the Medicare co-pay system and drive up the cost of drugs, according to U.S. 
Attorney Leah B. Foley for the District of Massachusetts.  
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Pharmaceutical manufacturers that attempt to disguise kickbacks as charitable patient assistance are engaging in blatant misconduct 
which corrupts medical decision-making and drains federal health care programs. Dompé’s actions undermined critical safeguards 
Congress put in place to protect Medicare, driving up costs for taxpayers while exploiting patients.  

When a Medicare beneficiary obtains a prescription drug covered by Medicare, the beneficiary may be required to make a partial 
payment, which may take the form of a co-payment, co-insurance, or deductible (collectively “co-pays”). Congress included co-pay 
requirements in these programs, in part, to encourage market forces to serve as a check on health care costs, including the prices that 
pharmaceutical manufacturers can demand for their drugs.  

Under the Anti-Kickback Statute, a pharmaceutical manufacturer is prohibited from offering or paying, directly or indirectly, any 
remuneration – which includes money or any other thing of value – to induce Medicare patients to purchase the company’s drugs. This 
prohibition extends to the payment of patients’ co-pay obligations. 

As part of the settlement, Dompé admitted that, around the time of Oxervate’s 2018 launch in the United States, Dompé U.S. employees 
expressed reservations about launching the drug before making a payment to a patient assistance foundation that paid the co-pays for 
Oxervate. After conversations with Dompé employees, two foundations opened funds that, among other things, paid co-pays for 
Oxervate, and Dompé made contributions to those foundations. Dompé also solicited patient assistance foundation data directly from 
the foundations, and from the specialty pharmacy that provided hub services to Dompé U.S. patients. This data was provided, directly 
or indirectly, to certain individuals involved in the patient assistance foundation budgeting process. 

Dompé is the U.S. subsidiary of Dompé farmaceutici S.p.A., a pharmaceutical company incorporated in Italy. Dompé farmaceutici 
self-disclosed this conduct to the United States. Following the disclosure, both Dompé farmaceutici and Dompé U.S. cooperated with 
the government in this matter and received credit under the Department’s guidelines for taking self-disclosure, cooperation, and 
remediation into account in False Claims Act cases. 

Florida Men Sentenced to Prison for $34.8M Health Care Fraud Scheme Targeting Medicare 
Beneficiaries  
Kenneth Charles Kessler III, 43, of Miami, Florida, and Michael Andrew Gomez, 43, of Miramar, Florida, owned and operated seven 
durable medical equipment (DME) supply companies based in Florida. Through these DME companies, they submitted millions of 
dollars in false claims to Medicare for medically unnecessary orthotic braces. 

Kessler, 43, of Miami, Florida, and Gomez of Miramar, Florida, owned and operated seven durable medical equipment (DME) supply 
companies based in Florida. Through these DME companies, they submitted millions of dollars in false claims to Medicare for medically 
unnecessary orthotic braces. 

The two Florida men were sentenced to multiple years in prison for their roles in a $34.8 million health care fraud conspiracy billing 
Medicare for thousands of orthotic braces sent to Medicare beneficiaries who did not need them. 

The two fraudsters billed Medicare $34.8 million for braces that patients didn’t need and didn’t request — and now they’re paying the 
price. They paid kickbacks for fake doctors’ orders, shuffled billing among several companies to dodge payment suspensions, and 
pocketed millions that belonged to American taxpayers. Their prison sentences make clear: if you steal from Medicare, you will be 
caught, you will be prosecuted, and you will be held accountable.” 

Medicare is not a blank check for fraudsters. These defendants built a $34.8 million scheme around medically unnecessary braces, 
fraudulent doctors’ orders, and illegal kickbacks, all to enrich themselves at the expense of American taxpayers. Today’s sentences 
reinforce a simple message: if you steal from our health care programs, we will find you, prosecute you, and hold you accountable.” 

According to court documents Kessler and Gomez also paid illegal kickbacks and bribes to obtain fraudulent signed doctors’ orders. 
They used these orders to ship orthotic braces to Medicare beneficiaries nationwide, including to beneficiaries who neither requested 
nor needed the braces, and then claimed payment for those braces from Medicare. Kessler and Gomez used their multiple DME 
companies to evade Medicare payment suspensions by shifting their fraudulent billing between their DME companies. 

Kessler profited more than $1.4 million, and Gomez profited more than $2.3 million from the fraudulent scheme. Kessler was sentenced 
to 33 months of in prison, and Gomez was sentenced to 24 months of in prison.  

In May 2026, Kessler and Gomez each pleaded guilty to one count of conspiracy to commit health care fraud. 

Nursing Director Admits to Assaulting Resident at Rehabilitation Center, Attempted Cover-Up 
Patricia Lindo-Ahono, 60, of Irvington, New Jersey, pleaded guilty before Superior Court Judge Guy P. Ryan in Ocean County to third-
degree tampering with witnesses and fourth-degree assault upon an institutionalized elderly person. As part of the plea, she will 
permanently forfeit her nursing license.  

Attorney General Jennifer Davenport and the Office of the Insurance Fraud Prosecutor (OIFP) announced today that the director of 
nursing at a rehabilitation center in Ocean County, New Jersey, admitted that she assaulted a resident of the facility and then attempted 
to conceal the assault. 
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The state will recommend three years of non-custodial probation, conditioned upon court-ordered anger management classes and 50 
hours of community service. Sentencing is scheduled for October 30, 2026. 

Those entrusted with the care of vulnerable residents have a responsibility to protect them. Acting Insurance Fraud Prosecutor Bernard 
J. Cooney said we remain committed to ensuring that abuse of those in our care facilities and efforts to conceal that abuse do not go 
unchecked. 

According to documents filed in this case and statements made in court, on June 24, 2023, Lindo-Ahono was serving as the Director of 
Nursing at Crystal Lake Rehabilitation and Healthcare Center in Bayville, New Jersey. The victim, a 77-year-old resident of the 
facility, was under the care of the facility when Lindo-Ahono assaulted him by striking him with a broom. 

Following the assault, Lindo-Ahono also admitted that she attempted to induce an individual to withhold information from investigating 
authorities in connection with the incident. 

Attorney General James Secures $6 Million from Three Buffalo Nursing Homes for Years-Long 
Fraudulent Billing Scheme  
New York Attorney General Letitia James today secured $6 million from three nursing homes in the Buffalo region, Safire Rehabilitation 
of Northtowns, Safire Rehabilitation of Southtowns, and Williamsville Suburban Nursing Home (the Safire homes), for submitting tens 
of thousands of fraudulent claims to Medicaid to boost their revenue. A joint investigation between the Office of the Attorney General’s 
(OAG) Medicaid Fraud Control Unit (MFCU) and the United States Attorney’s Office for the Western District of New York (WDNY) 
revealed that from July 1, 2016 through December 31, 2020, the Safire homes submitted false data that artificially increased their 
reimbursement rates from Medicaid, allowing them to earn millions of dollars more than they should have by filing fraudulent claims. 
Under settlements with OAG and WDNY, the Safire homes will repay a total of $9 million and implement new procedures to prevent 
false billing and ensure all residents get the proper services they need.  

Nursing homes are required to submit data accurately reflecting the care required by their residents to the New York Department of 
Health (DOH). The DOH uses that data to calculate the nursing homes’ Medicaid reimbursement rates for all claims submitted within 
the following six months. The OAG’s investigation found that for years, the Safire homes falsely inflated the amount of rehabilitative 
services certain residents needed during periods that impacted their Medicaid reimbursement rates. During periods that did not impact 
the Medicaid reimbursement rates, the Safire homes reduced the amount of rehabilitation services provided to certain residents, 
regardless of their need. As a result of their fraud, the Safire homes received millions of dollars from Medicaid at inflated rates. 

Under the settlement announced today, the Safire homes admit wrongdoing and will pay $6 million to Medicaid, of which $3.6 million 
will go directly to New York. The remaining $2.4 million will be paid to the federal government. The Safire homes will also pay an 
additional $3 million to the federal government for defrauding Medicare. In addition, the facilities must adopt new policies and 
procedures to ensure that residents covered by Medicaid receive all the services they need and that services are properly documented to 
prevent future fraud. 

The OAG and WDNY began this investigation after a whistleblower filed a complaint in December 2020 under the qui tam provisions 
of the New York False Claims Act and the federal False Claims Act in the U.S. District Court for the Western District of New York. The 
New York False Claims Act allows individuals to file actions on behalf of the government and share in any recovery. 

The settlement was handled by Special Assistant Attorneys General Jill D. Brenner and Amanda L. Raimondi, under the supervision of 
Chief of Civil Enforcement Alee Scott and Buffalo Regional Director Paul C. Parisi. MFCU is led by Director Amy Held and Assistant 
Deputy Attorney General Thomas O’Hanlon. MFCU is part of the Division for Criminal Justice, which is led by Chief Deputy Attorney 
General José Maldonado and overseen by First Deputy Attorney General Meghan Faux. 

Tragic Death Uncovers Alleged Insurance Fraud By Oxnard Licensed Agent 
Tragic Death Uncovers Alleged Insurance Fraud By Oxnard Licensed Agent 

Fake Coverage Left Recreational Soccer Leagues And School District Exposed 

Gonzalo Lorona, 58, a licensed insurance agent from Oxnard, has been charged with 37 felony counts, including insurance fraud and 
grand theft, after a California Department of Insurance investigation found he allegedly stole client premium payments and issued 
fraudulent insurance certificates leaving organizations uninsured and at financial risk. 

The investigation began after a soccer player tragically lost their life following a fight during a game. The Ventura County School District 
discovered the certificate provided by the local soccer league was fake and the policy listed on the certificate, which was issued by 
Lorona’s agency, did not exist. The district requires leagues to carry insurance before using school fields. 

Investigators identified 13 fraudulent insurance certificates and found that from 2018 to 2024, Lorona allegedly stole more than $10,000 
from five soccer league owners who believed they had valid coverage. Instead of purchasing policies, Lorona allegedly kept the cash 
and issued fake certificates, leaving leagues uninsured and exposing the school district to financial risk. 

The Department of Insurance has initiated action against Lorona’s insurance license. This case is being prosecuted by the Ventura County 
District Attorney’s Office. 
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Ocean County Nurse Admits to Assaulting and Neglecting Elderly Nursing Home Resident 
Attorney General Jennifer Davenport and the Office of the Insurance Fraud Prosecutor (OIFP) announced that a nurse admitted to 
assaulting and neglecting an elderly resident at a rehabilitation center in Ocean County, New Jersey. 

Lisa L. Erikson, 57, of Manchester, New Jersey, pleaded guilty before Superior Court Judge Kimarie Rahill in Ocean County to second-
degree aggravated assault, third-degree possession of a weapon for an unlawful purpose, and third-degree neglect of an elderly adult. As 
part of the plea, she will permanently forfeit her nursing license, and the state will recommend 364 days in county jail as a condition of 
probation. Sentencing is scheduled for November 13, 2026. 

“The conduct at issue in this case is deeply disturbing,” said Attorney General Davenport. “This defendant was entrusted with the care 
of an elderly resident and instead assaulted and neglected him. Such conduct is wholly unacceptable, and those who abuse or neglect 
elderly residents in their care must be held accountable.” 

According to documents filed in this case and statements made in court, on March 19, 2025, Erikson, a licensed practical nurse working 
at a rehabilitation and nursing center in Whiting, New Jersey, assaulted an elderly man with dementia, depression, and anxiety. 

Erikson retrieved her personal oleoresin capsicum spray ― commonly known as pepper spray ― walked toward the victim and sprayed 
him at close range as he attempted to shield himself. She then sprayed him again before leaving him on the floor. He remained unattended 
for several minutes before he crawled to stand up and entered another resident’s room. 

Erikson and another person then forcibly removed the victim from the other resident’s room, placed him inside his own room, and shut 
the door, where they left him without providing any aid. Police and emergency medical services later responded to the center, treated the 
victim, and transported him to a hospital. 

As part of her plea, Erikson admitted using the oleoresin capsicum spray for an unlawful purpose and spraying the resident several times 
when she was not authorized to do so. She also admitted leaving the resident without care despite having a duty to provide care to him. 

This case is being prosecuted by OIFP – Medicaid Fraud Control Unit (MFCU) Deputy Attorney General Camille McKnight. The 
investigation was conducted by Detective Yvette Vasquez. 

California Whistleblower Input 
The "Alfredia" report, commissioned by Republican gubernatorial candidates Steve Hilton and Herb Morgan, drew from hundreds of 
whistleblower tips submitted via their online platform Califraud.com, identifying alleged patterns of fraud, waste, and abuse across 
California state programs. These insider reports from state employees, contractors, and observers provided detailed allegations that, 
complemented by budget analyses, helped quantify irregularities estimated at up to $250 billion in the report. The tips were aggregated, 
subjected to preliminary review and cross-verification in the analysis released prior to the federal probe's announcement on January 6, 
2026.[30] This report's findings appear to have informed the Trump administration's decision to initiate the investigation, underscoring 
reliance on external proactive intelligence to highlight potential systemic vulnerabilities beyond routine audits.  

REFERENCED CHARGES 
Acting U.S. Attorney Bill Essayli cited federal prosecutions uncovering millions in fraud within California's homeless programs, 
including charges against real estate executives for misappropriating funds from the Homekey initiative intended for housing the 
unhoused. In October 2025, two separate cases resulted in arrests and indictments involving millions in fraudulently obtained 
homelessness funding, with defendants facing charges of wire fraud, money laundering, and false statements. These prosecutions 
stemmed from Essayli's April 2025 launch of a Homelessness Fraud and Corruption Task Force, aimed at investigating the misuse of 
federal tax dollars allocated for alleviating homelessness in Southern California.] The cases demonstrated systemic vulnerabilities in 
state-managed programs, informing the broader scope of the 2026 federal probe by highlighting patterns of corruption that extended 
beyond isolated incidents to warrant a comprehensive review of state fiscal practices.  

Property Investigation Checklists: Uncovering Insurance Fraud, 16th Edition by Barry Zalma, Esq., CFE, is now available. The 16th 
Edition provides detailed guidance and practical information on the four primary areas of any investigation of suspicious claims is now 
available.  

The book also examines recent developments in areas such as arson investigation procedures, bad faith, extracontractual damages, The 
fake burglary, and Lawyers Deceiving Insurers, Courts & Their Clients During, Catastrophes — A New Type Of Fraud and the 
appendices includes the NAIC Insurance Information and Privacy Protection Model Act and usable forms for everyone involved in 
claims and will provide necessary information to the claims adjuster, SIU fraud investigator, claims manager, or coverage lawyer so he 
or she can be capable of excellence. The 16th Edition’s 971 pages also include new subjects or subjects that are substantially revised, 
including: 
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1. Hard fraud vs. soft fraud; 
2. The statement process. 
3. The Innocent Co0Insured Doctrine 
4. Declaring a policy void for breach of condition. 
5. Proof of Loss 
6. The mutual covenant – It’s a two-way street. 
7. Reproduction or replacement cost 
8. The costs of investigation 
9. Recent rescission cases.  

Available as a paperback or an ebook at https://store.legal.thomsonreuters.com/en-us/products/property-investigation-checklists-
43526329 The newest book joins other insurance, insurance claims, insurance fraud, and insurance law books by Barry Zalma all 
available at the Insurance Claims Library – https://zalma.com/blog/insurance-claims-library/  

 

U.S. Attorneys and Department of Justice Join Departments of Transportation and Homeland Security 
and White House Fraud Task Force to Launch Historic Interagency Effort to Crack Down on Fraud in 
Trucking Industry  
Eight U.S. Attorneys and the Department of Justice (DOJ) joined Secretary Sean P. Duffy of the Department of Transportation (USDOT) 
and Secretary Markwayne Mullin of the Department of Homeland Security (DHS) — as well as Administrator Derek Barrs of the Federal 
Motor Carrier Safety Administration and Vice Chairman Andrew Ferguson of the White House Task Force to Eliminate Fraud — to 
announce a historic interagency effort to crack down on fraud in the trucking industry. Federal officials were also joined by Marcus 
Coleman and his daughter Dalilah, who was critically injured in a 2024 crash with an illegal alien behind the wheel. 

“The safety of American roadways affects everyone across the country,” said Attorney General Todd Blanche. “Foreigners and illegal 
aliens have exploited America’s trucking industry, often putting unqualified, improperly trained, non-English speaking drivers on our 
highways. Some may be hauling drugs or weapons for international crimes networks. The drivers and companies that allow for this 
dangerous activity will no longer get a pass. The Department of Justice is proud to join federal, state, and local partners in Joint Task 
Force Crossroads for America to dismantle the fraud schemes harming American truckers, drivers and community safety. Together, we 
will prosecute culprits and protect America’s roads.” 

“USDOT has spent the last year-and-a-half strengthening the rules of the road and removing dangerous foreign drivers from our trucking 
industry,” said U.S. Transportation Secretary Sean P. Duffy. “To fully root out the scourge of fraud, hold criminals accountable, and 
restore safety, we need the support of federal law enforcement. I am so grateful for President Trump  raising the alarm on this issue, and 
to Vice President Vance for leading the charge to crack down on fraud nationwide. From states failing to follow the law to shady training 
schools and illicit companies, together we will tackle every link in the chain.” 

“Thanks to the recklessness of sanctuary politicians, there is a growing and alarming trend of illegal aliens being granted commercial 
driver’s licenses. Many of them don’t speak English or understand the rules of the road, and yet they’re driving among us, endangering 
our loved ones,” said U.S. Homeland Security Secretary Markwayne Mullin. “As a result, far too many Americans have lost their lives 
because an illegal alien was behind the wheel. Under the strong leadership of President Trump, DHS and ICE are delivering on our 
mission to protect Americans by taking these dangerous threats OFF our roadways and getting them OUT of our country. Additionally, 
our partnership with the Department of Transportation will help root out CDL fraud so that illegal aliens are no longer able to obtain 
CDLs and put American lives at risk. The Trump Administration will ALWAYS put the American people first.” 

“Here’s a basic concept: Americans have a right to feel safe on the roads their taxes pay for. Unfortunately, the previous administration 
disagreed and turned a blind eye to criminal enterprises that allowed drivers who couldn’t pass a basic English test to obtain a commercial 
driver’s license,” said White House Fraud Task Force Executive Director Scott Brady. “That ends today thanks to the leadership of Vice 
President Vance, who is focused on protecting American lives on our nation’s roadways.” 

“Criminals who exploit our nation’s transportation systems through fraud and deception are not only breaking the law–they are putting 
the safety and security of the American public at risk,” said Homeland Security Investigations Acting Executive Associate Director John 
A. Condon. “HSI will bring the full weight of our investigative authorities, financial expertise and global law enforcement capabilities 
to this historic, whole-of-government effort. Alongside our federal partners we will aggressively pursue the individuals and criminal 
networks that use fraudulent documents, illicit financial schemes and other unlawful means to circumvent our laws and profit at the 
expense of public safety.” 

The U.S. Attorneys joining Secretaries Duffy and Mullin and others to make today’s announcement were: 

 U.S. Attorney Jerome Gorgon for the Eastern District of Michigan; 

 U.S. Attorney Adam Mildred for the Northern District of Indiana; 
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 U.S. Attorney Tim Verhey for the Western District of Michigan; 

 U.S. Attorney David Toepfer for the Northern District of Ohio; 

 U.S. Attorney Dominick Gerace for the Southern District of Ohio; 

 U.S. Attorney Tom Wheeler for the Southern District of Indiana; 

 U.S. Attorney Steven Weinhoeft for the Southern District of Illinois; and 

 U.S. Attorney Greg Gilmore for the Central District of Illinois. 

Building on Vice President Vance’s agenda to root out fraud across the country, the coalition announced the Joint Task Force Crossroads 
of America — a multi-state partnership to secure our highways and strengthen border security. Partnering across federal, state, and local 
agencies, the Task Force will target criminal networks and fraud to reduce highway fatalities and protect Americans. 

Actions Include: 
DOJ 

 Formation of Joint Task Force Crossroads of America to safeguard the nation’s highway system and strengthen the security of 
our borders. 

USDOT 

 Emergency removal of 110 commercial driver’s license (CDL) schools associated with more than 5,000 drivers who failed 
English language proficiency tests 

 Launching a nationwide audit of third-party CDL skills testers and states’ oversight of the testers  

 Results from 40-state investigation of additional training schools  

DHS 

 Synchronized single-day sweep targeting more than 200 training schools across 23 states 

 Joint coordination with USDOT 

 HSI and ICE updates on ongoing investigations targeting CDL-related businesses and schools 

This unprecedented interagency campaign represents the Trump Administration's most aggressive effort in history to root out fraud, 
waste, and abuse in trucking. By aligning USDOT’s regulatory authorities with federal law enforcement operations, the administration 
is taking aggressive action to safeguard American roads against unqualified and unvetted illegal truckers. 

DEPARTMENT OF JUSTICE OPERATIONS 
Today, the Department of Justice is announcing the formation of the Joint Task Force Crossroads of America. This multi-state Task Force 
is being formed to safeguard the nation’s highway system and strengthen the security of our borders.  The Task Force teams up the 
United States Attorney’s Offices in Illinois, Indiana, Michigan, and Ohio with our state and local enforcement, prosecutors, and federal 
partners including the Department of Transportation, Federal Motor Carrier Safety Administration, FBI, DEA, HSI, ICE, and ATF. 

DEPARTMENT OF TRANSPORTATION OPERATIONS 
In the past year-and-a-half, USDOT has knocked over 28,000 drivers off our roads for failing to speak English, forced states to cancel 
over 30,000 licenses illegally issued to foreign drivers, and purged over 8,000 unqualified training schools from our FMCSA registry. 
In July, the Department announced a partnership with the Department of Homeland Security (DHS) to further crack down on fraudulent 
and illegal practices in CDL schools. 

Today, FMCSA announced three enforcement actions to stop fraudulent commercial driver training and testing practices that have 
allowed drivers not proficient in English to operate commercial vehicles. 

Action I: The Emergency Removal of Training Providers 
FMCSA reviewed roadside inspection records for commercial drivers cited for not meeting English Language Proficiency (ELP) 
requirements. The agency then compared those drivers with records in the Training Provider Registry (TPR) to identify training providers 
that repeatedly certified drivers who did not meet federal qualification standards. 

FMCSA will now execute the emergency removal of more than 110 Entry-Level Driver Training (ELDT) providers from the TPR. These 
providers must immediately cease all operations as a training provider, including administering curricula, utilizing facilities for 
instruction, and conducting behind-the-wheel training. 

Action II: Performing Targeted Investigations and Proposing Removals 
In July, FMCSA sent 175 investigators in 40 states to conduct nearly 400 investigations of ELDT providers. The investigations uncovered 
several serious cases of non-compliance: 

 Inadequate Space: The range did not have adequate space to complete necessary maneuvers. 

 Unlicensed Instructors: The instructor did not have the correct license to conduct the training. 

 Missing Documentation: The facility did not maintain records of any assessments. 
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 Fraudulent Classrooms: The training provider claimed their classroom was inside of a school bus in the back of a trailer when 
asked about where their classroom instruction took place. 

These targeted efforts resulted in more than 160 notices of proposed removals from FMCSA’s TPR. Drivers certified by these 160+ 
ELDT providers are linked to 239 commercial motor vehicle-related fatalities. 

Action III: Conducting a Nationwide Audit of Third-Party Skills Testers 
CDL skills tests must be given in English, yet more than 28,000 drivers have been placed out of service for ELP violations since June 
2025, showing clear compliance failures among third-party testers and a failure by states to conduct effective oversight of the third-party 
testers. 

FMCSA can hold states accountable for authorizing testers who fail federal requirements. If a state’s CDL program is non-compliant, 
the following process applies: 

 Annual Program Review: FMCSA conducts a yearly review of each state's CDL program.   

 Preliminary Finding: If deficiencies are found, FMCSA issues a formal notification of noncompliance to the state's Governor 
and State Driver Licensing Agency (SDLA). 

 State's Response Window: The state has 30 days to create a mutually agreed-upon Corrective Action Plan (CAP) detailing 
how it will fix the issues. 

 Final Determination & Consequences: If the state fails to correct the problems, FMCSA issues a final determination of 
substantial noncompliance. This triggers a mandatory withholding of federal highway funds, starting at up to 4% in the first 
year and increasing to 8% for each subsequent year of noncompliance. 

 Decertification: For serious issues, FMCSA may begin the decertification process. A decertified state cannot issue, renew, 
transfer, or upgrade any CDLs. 

DEPARTMENT OF HOMELAND SECURITY OPERATIONS 
HSI, in conjunction with U.S. Attorney Office and U.S. Department of Transportation (USDOT) Federal Motor Carrier Safety 
Administration (FMCSA) is leading a national criminal investigation initiative targeting public safety vulnerabilities and criminal 
activity in the Commercial Driver’s License (CDL) and commercial trucking sector. The initiative focuses on CDL fraud, unauthorized 
employment, identity-document fraud, financial crime, money laundering, labor exploitation, and potential links to human smuggling, 
drug trafficking, and cartel activity.  

HSI activity includes: 

 On August 31, 2026, HSI will conduct a synchronized surge at more than 200 driving schools across 23 Special Agent in Charge 
offices, targeting CDL-related businesses, schools, carriers, and employers. This surge will consist in the service of Notice of 
Inspections across 23 states.  

 HSI, in coordination with USDOT FMCSA and USDOT OIG, disseminated over 1,000 CDL-related business leads stemming 
from known or suspect business engaged in unsafe practices on the roadways and transportation-sector exploitation. 

 Field offices have issued more than 80 Notices of Inspection, opened multiple investigations, and identified indicators of 
fraudulent CDL issuance, unauthorized employment, identity fraud, shell companies, and broader transportation-sector 
exploitation. 

Ongoing HSI Investigations include: 

 Unauthorized Employment: HSI is investigating a trucking company suspected of using B1/B2 visa holders for domestic 
cargo transport. To date, three drivers have been arrested and several firearms seized.  

 DMV Employee CDL Fraud: HSI is investigating state motor vehicle employees suspected of accepting payments to help 
illegal aliens bypass driver’s license and CDL requirements. Investigators have arrested numerous subjects for official 
misconduct and misappropriation of state identification documents.  

 Fatality-Linked I-9 Enforcement: HSI investigated a freight company linked to the fatality of a state law enforcement officer. 

 CDL Medical Certification Fraud: HSI and USDOT-OIG are investigating medical practitioners suspected of improperly 
certifying medical exams required for illegal aliens to obtain CDLs. 

 Labor Exploitation: HSI is investigating companies exploiting visa holders, engaging in visa fraud, labor exploitation, 
financial crimes, and drug trafficking associated with CDL businesses.  

Planned and ongoing Enforcement and Removal Operations (ERO) field activity includes: 

 Miami Field Office: Coordinating a joint operation during the week of August 24 with Florida DOT, FMCSA, and the Office 
of Commercial Vehicle Enforcement. 

 Chicago Field Office: Coordinating a joint operation with Indiana State Police from August 25-27 focused on weigh stations 
and including ERO/DOT officers. 
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 National Surge Operation: ERO anticipates conducting a nationwide surge operation on August 31, focusing on Maine, 
Michigan, and Wisconsin by coordinating a joint enforcement and inspection response with USDOT, leveraging both ERO 
officers and FMCSA-certified inspectors to conduct commercial vehicle enforcement activity and inspection checkpoints at 
separate locations. 

ERO is also conducting national and field-level enforcement efforts related to CDL holders and commercial transportation activity, 
including: 

 Operation ICE Wall: A multi-stage enforcement operation targeting trucking companies and drivers with final orders, prior 
removals, or reinstatements of prior removal orders. 

 Operation Guardrail: An initiative focused on illegal aliens holding commercial driver’s licenses. 

 Operation Freightliner: An ERO Public Safety and Partnership Division-led operation across ERO areas of responsibility 
with active 287(g) partners. This operation uses an intergovernmental approach, coordinating with federal and 287(g) partners 
to locate, interdict, and identify aliens operating commercial vehicles in violation of the law. 

The Task Force seeks to enhance roadway safety; reduce fatalities, serious injuries, and criminal activity; deter illegal trucking practices; 
promote consistent, data-driven enforcement strategies across jurisdictions; and hold accountable those who would harm the United 
States and its citizens. 

 

Michigan Man Pleads Guilty in $7M Tax Fraud Scheme  
Rodney Underwood, of Detroit, prepared and filed with the IRS more than 200 nearly identically false tax returns on behalf of clients 
from various locations in Detroit. Underwood, a Michigan man pleaded guilty to filing a false claim in connection with his $7 million 
scheme to defraud the IRS. 

“Filing false returns isn’t a shortcut — it’s pure theft,” said Assistant Attorney General Colin M. McDonald of the Justice Department’s 
National Fraud Enforcement Division. “Fraudulent refunds steal millions from Americans who play by the rules, and we will pursue 
those who willfully cheat the tax system without fear or favor.” 

Underwood “ghost prepared” these returns, meaning he left the paid preparer section blank so the returns appeared to be self-prepared. 
On each of the false tax returns, Underwood reported false dividend income amounts and false withholding amounts to generate refunds 
that the clients were not entitled to receive. Underwood did not report fees he received from the scheme as income on his own individual 
tax returns. The false tax returns filed by Underwood fraudulently claimed more than $7 million in refunds and caused an actual loss to 
the government of approximately $6.2 million. 

Underwood pleaded guilty to making a false claim. He is scheduled to be sentenced on Jan. 6, 2027 and faces a maximum penalty of 
five years in prison. A federal district court judge will determine any sentence after considering the U.S. Sentencing Guidelines and 
other statutory factors. 

Hawaii Couple Sentenced to Prison for Roles in Nationwide Tax Refund Fraud Conspiracy  
Beverly Braumuller-Hawver and Scott Hawver, of Ewa Beach, were sentenced September 9, 2026 to 16 months and 24 months in 
prison, respectively, for their roles in a nationwide tax fraud scheme that involved deceiving the IRS into issuing a nearly $200,000 tax 
refund and then using shell bank accounts and frivolous legal filings to prevent the government from getting it back. 

According to court documents and evidence presented at trial, from approximately February 2015 through November 2018, Braumuller-
Hawver and Scott Hawver, engaged in a fraudulent tax refund scheme by paying a promoter a series of fees in exchange for fraudulent 
tax paperwork. Armed with those materials, the Hawvers filed an amended 2014 tax return attaching a fabricated IRS Form 1099-MISC 
— a document that falsely claimed a mortgage company had paid Hawver $749,163 in income and withheld $424,163 of that amount 
in federal taxes. The fictitious withholding claim prompted the IRS to issue the Hawvers a tax refund for $192,845 that they were not 
entitled to receive. 

The Hawvers moved quickly to put the money out of the government’s reach. They deposited the U.S. Treasury check into a newly 
opened bank account. Within days, they transferred $170,000 into a separate account held in the name of BeverlyB Music LLC, an 
unrelated music business the Hawvers operated. On that same day, the Hawvers paid co-conspirators more than $70,000 from the 
BeverlyB Music account for their roles in the scheme. Braumuller-Hawver later wired $22,000 from that account to a jeweler to purchase 
gold and silver coins. When the IRS began seeking to recover the fraudulent refund, the Hawvers did not simply ignore the notices. 
Instead, they sent scripted, frivolous correspondence to the IRS, filed a petition in U.S. Tax Court to thwart collection and participated 
as plaintiffs in multiple frivolous civil RICO lawsuits against IRS employees who were doing their jobs. 

In March 2026, a federal jury convicted Braumuller-Hawver and Hawver of conspiring to defraud the IRS. The jury also convicted 
Braumuller-Hawver of filing a false tax return and money laundering. 

In addition to the term of imprisonment, Chief District Judge Derrick K. Watson ordered Beverly Braumuller-Hawver and Scott Hawver 
to jointly and severally pay $182,438.37 to the United States in restitution. 
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Along with the Hawvers, the Department of Justice has prosecuted a number of other defendants involved in a nationwide tax fraud 
scheme that drew in more than 200 participants across at least 19 states. In 2022, the main promoters of the scheme were sentenced to 
11 years in prison, more than 8 years in prison, and 51 months in prison. In Hawaii, the scheme was organized and led by Rosemarie 
Lastimado-Dradi, who marketed the operation as the “Escrow Trust Refund” program, recruited clients (including the Hawvers) and 
directed her cut of their fraudulent refunds — between 25 and 40 percent — into accounts held in the name of fictitious business entities 
and purported trusts. In January 2026, Lastimado-Dradi was sentenced to a total of 9 years in prison. Other Hawaii participants in the 
scheme have also received significant sentences, including Elvah Miranda (48 months in prison), Marciaminajuanequita Dumlao 
(33 months in prison), Daniel Miranda (30 months in prison), Brigida Chock (27 months in prison) and Lazerrick Lawrence (20 
months in prison). 

Ukrainian National Sentenced to Four Years in Prison for Wire Fraud Conspiracy in Connection with 
Conti Ransomware  
Conti is Software that Attacked Over 1,000 Victims, Resulting in at least $150 Million in Ransom Payments 
Oleksii Oleksiyovych Lytvynenko, 44, a Ukrainian national, was sentenced today to four years in prison for conspiracy to commit wire 
fraud in connection with a conspiracy to deploy Conti, a ransomware variant that infected the computers of more than 1,000 victims 
worldwide. 

According to court documents, Lytvynenko, formerly of Cork, Ireland, conspired with others to deploy Conti ransomware to extort 
victims and steal their data. From 2020 until 2022, Conti was used to attack computers and networks in 47 states, 31 foreign countries, 
the District of Columbia, and Puerto Rico. The FBI estimates that, as of January 2022, there had been victim payouts associated with 
Conti ransomware exceeding $150,000,000. 

For years, according to the DOJ, the Conti ransomware group executed a sustained and sophisticated campaign that victimized hundreds 
of organizations across the United States and abroad, including critical infrastructure entities, causing losses in the millions of dollars. 
Lytvynenko joined that conspiracy as both an intruder and a developer — personally harming at least 12 companies, storing stolen data 
from victims, and helping build the malicious tools Conti used to extort and threaten communities. Even after the Conti conspiracy 
ended, he continued engaging in active ransomware operations until his arrest. Cybercriminals who build, deploy, or profit from malware 
like Conti — no matter where they operate — will face justice and meaningful consequences in U.S. courts.” 

Lytvynenko and his co-conspirators used Conti ransomware to attack computers and networks in nearly every state, and today’s sentence 
reflects the gravity and extent of those crimes. Ransomware criminals should know they are not anonymous and operating from overseas 
does not mean operating without consequences. The FBI and our partners will use every lawful tool to dismantle their infrastructure and 
bring them to justice. 

Lytvynenko pleaded guilty to wire fraud conspiracy on June 10. Evidence recovered from Lytvynenko’s online accounts showed he 
possessed data stolen from eight U.S. victims and four overseas victims. Lytvynenko further admitted to joining a team run by a Conti 
conspirator during which time Lytvynenko was directed to work on coding a “loader,” which is typically a type of malware, or malicious 
software, which is used to load programs necessary to execute other malicious attacks. Forensic artifacts recovered at the time of his 
arrest in July 2023 in County Cork, Ireland, further demonstrated ongoing involvement in ransomware activity. 

In September 2023, an indictment charging four other Conti conspirators was unsealed in the Middle District of Tennessee.  

Texas Couple Sentenced for Operating Website Selling Smuggled Pesticides and Veterinary Drugs  
Thao Duong and Lam Mai, a wife and husband from Garland, Texas, were sentenced in federal court to charges stemming from their 
operation of a website selling veterinary drugs and pesticides smuggled into the United State from Mexico. Duong was sentenced to 
three months in prison, two years of supervised release, and a forfeiture of more than $1.5 million. Mai was sentenced to two years of 
probation. 

The defendants in this case traded human safety and environmental health for illicit profit. The Justice Department’s Energy and Natural 
Resources Division (ENRD) reported that the Justice Department will continue to investigate and prosecute transnational crimes to 
secure our border and protect the health and safety of Americans. 

Trafficking toxic chemicals into the United States is a blatant assault on our national security and public safety according to the office 
of U.S. Attorney Ryan R. Raybould for the Northern District of Texas. The defendants pumped dangerous, foreign sourced pesticides 
and drugs into our country recklessly putting American communities at risk. This sentence makes clear we will be uncompromising in 
the prosecution of those who engage in illicit activities that threaten our people, our environment and the integrity of our borders.” 

According to filings and evidence presented in court, in approximately 2011, Duong began using various online platforms to sell animal 
care products to customers throughout the United States. The products she sold were used primarily by people engaged in rooster fighting 
ventures. Duong was not a veterinarian and did not require customers to provide veterinary prescriptions to purchase veterinary drugs. 
She also sold products such as Cipio Vet, Baytril Max, and Caterrol, which are produced in Mexico and not approved by the FDA for 
use in the United States. In 2017, she added the pesticides Taktic and Bovitraz to her inventory. Neither Taktic nor Bovitraz were 
registered with the EPA for sale or use and could not be sold legally in the United States.  

In 2018, Duong started a website, which she used as her primary means of selling and distributing veterinary drugs and pesticides. After 
launching the site, Duong entered into agreements with several co-conspirators to purchase veterinary drugs and pesticides that she 
knew had been smuggled into the United States from Mexico.  
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The smuggled pesticides and veterinary drugs were brought into the United States through the Calexico Port of Entry in Imperial County, 
California, and placed in storage units near the border. Duong’s co-conspirators then shipped the products from California to Texas. 
Between 2018 and 2022, Duong obtained approximately $2.4 million worth of smuggled merchandise from her co-conspirators.  

Lam Mai was the shipping manager for the website. After orders were received, he packaged the pesticides and veterinary drugs and 
distributed them to customers throughout the country using the U.S. Postal Service and other shippers.  

According to the EPA, the active ingredient in the pesticides Taktic and Bovitraz is amitraz, which is toxic to bees if released into hives, 
and then ultimately to humans when it ends up in honey, honeycomb, and beeswax. Misuse of amitraz-containing products in beehives 
can result in exposures that could cause neurological effects and possibly reproductive effects in humans from the consumption of 
contaminated honey. Signs of neurotoxicity from exposure to amitraz have been documented in multiple animal species and include 
central nervous system depression, decrease in pulse rate, and hypothermia. 

Minnesota Man Pleads Guilty to Filing a False Claim with the IRS  
Philip Nelson Green filed false individual income tax returns with the IRS for the years 2019, 2020, 2021 and 2022. Each of these tax 
returns reported multiple false or fraudulent items, including false wage information, itemized deductions, withholding amounts and 
child and dependent care expenses. For the years 2021 and 2022, Green filed false tax returns that collectively sought more than $500,000 
in refunds he was not entitled to receive. 

Green pleaded guilty to one count of making a false claim. He is scheduled to be sentenced on Jan. 28, 2027 and faces a maximum 
penalty of five years in prison. He also faces a period of supervised release, restitution and monetary penalties. A federal district court 
judge will determine any sentence after considering the U.S. Sentencing Guidelines and other statutory factors. 

Nevada Man Sentenced to Prison for False Tax Return Schemes  
Michael J. Moore, a Nevada tax preparer was sentenced to 60 months in prison for operating two false tax return schemes. 

Moore lied to his clients and lied to the IRS all while lining his own pockets. To conceal his involvement in his criminal conduct, Mr. 
Moore impermissibly used a former employee’s identity to file fraudulent returns. Return preparers like Mr. Moore who abuse their 
clients’ trust and undermine the integrity of the internal revenue laws will continue to be brought to justice by the Fraud Division’s Tax 
Section, our U.S. Attorneys, and our law enforcement partners like IRS-CI. 

According to court documents and statements made in court, from 2015 through 2025, Moore, of Las Vegas, was a former CPA who 
operated a tax preparation, bookkeeping and accounting business that advertised itself as specializing in clients from the adult 
entertainment industry. Moore promoted a fraudulent tax avoidance scheme called the “Special Tax Shelter Strategy.” As part of the 
scheme, Moore promised clients that in exchange for a fee he could prepare a tax return that eliminated the taxes they owed to the IRS 
and, in most cases, create a large tax refund. The fees Moore required as part of this “Special Tax Shelter Strategy” were paid by the 
clients using the refund money received from the IRS. In many instances, clients were required to pay tens of thousands of dollars in 
fees. 

To carry out the “Special Tax Shelter Strategy,” Moore made up false and fraudulent entries on the clients’ tax returns. In many cases, 
he did this by including on the returns false business expenses frequently amounting to hundreds of thousands of dollars in losses. In 
some instances, Moore prepared and filed the tax returns using a former employee’s name and personal identifying information without 
their permission or knowledge. 

After he had been charged for his role in the “Special Tax Shelter Strategy,” Moore engaged in a separate scheme involving preparation 
of false returns for clients. As part of this second scheme, Moore again reported totally false items on client tax returns. In the second 
scheme, Moore typically reported false losses from one or more corporate entities, most of which were defunct, dormant or carried on 
no business. These reported losses were false because the clients had not incurred these expenses. 

Moore pleaded guilty to one count each of tax evasion, helping a client file a false tax return, wire fraud and aggravated identity theft. 

Honeywell Aerospace Inc. Agrees to Pay Over $2M to Settle False Claims Act Allegations of Failing to 
Comply with Cybersecurity Requirements in a U.S. Department of Defense Contract  
Honeywell Aerospace Inc. has agreed to pay $2,042,518 to resolve allegations that it is liable under the False Claims Act for failing to 
comply with cybersecurity requirements in a contract with the U.S. Department of Defense. Honeywell Aerospace, a corporation 
headquartered in Phoenix, Arizona, provides aerospace products and solutions to government and commercial customers. Prior to June 
29, when Honeywell Aerospace became a standalone public company, it was a business segment of Honeywell International Inc., of 
Charlotte, North Carolina. 

“Government contractors that obtain defense information in administering their contracts must follow required cybersecurity standards,” 
said Assistant Attorney General Brett A. Shumate of the Justice Department’s Civil Division. “The Justice Department will continue to 
investigate potential violations of these cybersecurity requirements to protect this critical information.” 

The settlement resolves allegations that from April 2020 through December 2023, a business unit of Honeywell International Inc. 
submitted false claims for payment by failing to comply with cybersecurity requirements specified in National Institute of Standards 
and Technology (NIST) Special Publication (SP) 800-171, with respect to one of Honeywell’s networks, as required by the contract and 
regulation. 
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The allegations resolved by this settlement arose from a whistleblower lawsuit filed under the False Claims Act under which private 
citizens can sue on behalf of the government and share in any recovery. The settlement in this case provides for the whistleblower, 
Rachel Tenney, a former employee of Honeywell, to receive $375,823 as her share of the settlement. 

Justice Department Continues to Disrupt Hamas Terrorist Financing Schemes Through Seizures of 
Cryptocurrency and Internet Infrastructure  
The Court-Authorized Seizures Allowed the FBI to Seize $560,000 in Cryptocurrency and Take Control of Domains and 
Servers that Hamas Used to Raise Money and Recruit Supporters 
The Justice Department announced the disruption of an ongoing scheme by Harakat al-Muqawama al-Islamiyya (Hamas) –— a 
designated Foreign Terrorist Organization— to raise funds for terrorist operations and recruit supporters. As part of the Department’s 
efforts, over $560,000 in cryptocurrency donations destined for Hamas were seized and its fundraising and recruitment communication 
platforms and websites were disrupted. Hamas originally controlled the seized infrastructure and cryptocurrency addresses on behalf of 
its military wing, the Al Qassam Brigades. 

Hamas relied on cryptocurrency and online platforms to solicit funds from donors around the world and move that money outside the 
formal financial system, said Assistant Director Brett Leatherman of the FBI's Cyber Division. The FBI seized online infrastructure and 
$560,000 in cryptocurrency, capturing donations intended for the organization. The FBI will continue to use its authorities to intercept 
illicit funds and prevent terrorist organizations from exploiting digital networks to finance their operations. 

Reducing the capabilities of foreign terrorist organization's ability to receive donations and creating distrust in communications 
to their donors was the primary focus of this latest operation. 

As alleged in court documents, a group chat claiming association with Hamas on an encrypted communications platform directed 
supporters to a fundraising website and provided donors with a rotating set of cryptocurrency donation addresses. As described in the 
three unsealed cryptocurrency seizure warrants, on March 25, 2025, June 25, 2025, and Oct. 10, 2025, investigators used information 
from multiple human sources to identify, trace, and seize approximately $560,000 in cryptocurrency intended to support Hamas’ Al 
Qassam Brigades. 

In conjunction with these seizures, the FBI’s Albuquerque Field Office worked with human sources to identify and seize domains and 
servers the Al Qassam Brigades that controlled its main website, AlQassam.ps. The FBI’s capture of these domains and servers enabled 
it to intercept cryptocurrency donations intended for Hamas. Using related sources and methods, the FBI also obtained information 
regarding thousands of individuals who contacted Hamas online in an effort to donate or attempt to donate to the terrorist organization 
using cryptocurrency and other traditional means. Such information will be used in the FBI’s future counterterrorism efforts. 

Nigerian National Sentenced for Laundering $3.1M in Scam Proceeds  
Oluwasegun Baiyewu, 40, of Houston, Texas, a Nigerian national was sentenced to 95 months in prison for his role in a money 
laundering conspiracy involving millions of dollars tied to various fraud schemes — including business email compromise, romance, 
and unemployment insurance fraud scams — perpetrated against U.S. citizens. 

According to court documents, Baiyewu led a conspiracy that laundered over $3.1 million in proceeds of various fraud schemes by 
purchasing used cars with illicit proceeds and then shipping those cars to West Africa. Between approximately May 2020 and October 
2021, Baiyewu worked with at least six other co-conspirators in the United States and Nigeria. Using encrypted messaging applications, 
such as WhatsApp, Baiyewu and his co-conspirators coordinated the receipt and use of illicit money to purchase salvaged cars and then 
ship them to Nigeria. 

In one instance, Baiyewu conspired to launder funds obtained from a business email compromise scheme perpetrated against a Puerto 
Rican renewable energy company, which was tricked into sending approximately $280,000 by wire to bank accounts controlled by 
fraudsters and money launderers. Baiyewu then worked with his co-conspirators to launder the Puerto Rican company’s money by 
paying toward the purchase of cars located in the United States that he arranged to export and ship to Nigeria to benefit the co-
conspirators. A federal jury convicted Baiyewu  in August 2025 of one count of conspiracy to commit money laundering. 

The Department of Justice’s Criminal Division, through its Cyber-Enabled Scam Initiative (CSI), works to disrupt and stop cyber-
enabled criminal networks that prey on Americans. CSI brings together expert prosecutors from across the Division to accelerate the 
prosecution of cyber-enabled financial crimes, including investment and crypto scams, government imposter schemes, romance and 
inheritance scams, financially motivated sextortion, lottery and sweepstakes scams, and other predatory schemes. With nationwide 
jurisdiction and global reach, CSI leverages every available tool to dismantle criminal operations, pursue bad actors, recover criminal 
proceeds, and obtain justice for victims. The Criminal Division partners with U.S. Attorney’s Offices across the country and is a founding 
member of the Scam Center Strike Force launched in November 2025 by Jeanine Ferris Pirro, U.S. Attorney for the District of Columbia. 

Maryland Union Leader Convicted of Defrauding Union To Enrich Herself  
Kimberly Goodwin, 54, of Bowie, Maryland, the former president of the American Federation of Government Employees (AFGE) 
local 2419 union, was found guilty of participating in a wire fraud conspiracy and eight counts of money laundering, by a federal jury 
in Greenbelt, Maryland. Kimberly Goodwin, 54, of Bowie, Maryland,  

According to court documents and evidence presented at trial, Goodwin served as the president of the AFGE local 2419 union from 
January 2017 to August 2019. At the time of her service, the union represented approximately 500 federal employees of the National 
Institutes of Health (NIH). As part of the fraud scheme, under Goodwin’s authority, the union transferred approximately $1 million 
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received from NIH from multiple employee grievance lawsuits into the local 2419 bank account. She then used her power as signatory 
of the union bank account – which she retained as part of her scheme to defraud the union even after her tenure as president had expired 
in 2019 – to transfer the money to a sham consulting company that she owned. Through a series of bank and wire transfers and cash 
withdrawals, she transferred approximately $1 million to her own account between 2019 and 2022 for services that were never provided 
by her consulting firm, or whose invoiced value far exceeded the true value of the service rendered.  

As shown at trial, Goodwin also secretly instituted new rules to the local 2419 bylaws that allowed her sham consulting firm to receive 
illegitimate payment for claimed work on union issues such as training, contract negotiations and collective bargaining. Indeed, evidence 
presented at trial established that there had not even been a meeting of local 2419 since 2020, and that local 2419 ran out of money and 
went into receivership in 2022. Evidence also showed that, while she controlled the union’s bank account, Goodwin spent union money 
for personal shopping including a $7,400 massage chair and other personal expenditures. 

Goodwin is the second defendant convicted in this case. Goodwin’s co-conspirator, the Secretary-Treasurer of AFGE Local 2419, 
Kelleigh Williams, was convicted in 2025 of wire fraud conspiracy for her part in the fraud scheme. 

Kansas Woman Sentenced to Probation for Insurance Fraud 
Amber Conner, aged 30, pleaded guilty on July 13, 2026, in Atchison County District Court to one felony count of insurance fraud. 
Conner opened a new policy with her insurance company, knowing her vehicle had already been damaged in a previous event, then 
falsely reported the date of loss in an attempt to gain coverage for damage to her vehicle. She was sentenced on August 24, 2026, to 12 
months of probation. 

Kansas Insurance Commissioner Vicki Schmidt announced that Amber Conner, an Atchison County woman was sentenced to 12 months 
of probation for insurance fraud. 

This case was investigated by the Kansas Department of Insurance and prosecuted by the Kansas Attorney General’s Office. 

Michigan Man Pleads Guilty in $7M Tax Fraud Scheme  
Rodney Underwood, of Detroit, Michigan man pleaded guilty September 1, 2026 to filing a false claim in connection with his $7 
million scheme to defraud the IRS. 

According to court documents and statements made in court, Underwood prepared and filed with the IRS more than 200 nearly 
identically false tax returns on behalf of clients from various locations in Detroit. Underwood “ghost prepared” these returns, meaning 
he left the paid preparer section blank so the returns appeared to be self-prepared. On each of the false tax returns, Underwood reported 
false dividend income amounts and false withholding amounts to generate refunds that the clients were not entitled to receive. 
Underwood did not report fees he received from the scheme as income on his own individual tax returns. The false tax returns filed by 
Underwood fraudulently claimed more than $7 million in refunds and caused an actual loss to the government of approximately $6.2 
million. 

Underwood pleaded guilty to making a false claim. He is scheduled to be sentenced on Jan. 6, 2027 and faces a maximum penalty of 
five years in prison. A federal district court judge will determine any sentence after considering the U.S. Sentencing Guidelines and 
other statutory factors.  

Virginia Man Convicted of Investor and Bankruptcy Fraud Scheme  
Jihoon Park, 52, of Chantilly, Virginia was convicted by a federal jury in Alexandria, Virginia for his participation in a fraud scheme 
that victimized individuals and defrauded a U.S. Bankruptcy Court. 

Park claimed he would invest his community members’ life savings, retirement, and money and promised a high-yield return. Instead, 
he stole the millions of dollars entrusted to him to enrich himself, according to Assistant Attorney General A. Tysen Duva of the Justice 
Department’s Criminal Division. Unsuspecting families and individuals suffered devastating financial crises because of Park’s crimes. 
The Criminal Division’s White Collar Section is using every available resource to stop criminals from destroying people’s livelihoods 
and retirements. 

According to court documents and evidence presented at trial, Park convinced people in his community to let him invest their money 
and grow their assets. He used his personal relationships and his former affiliation with a large national financial institution to gain 
victims’ trust and convince them to give him money to invest on their behalf. Park promised safe investments with high returns. But he 
lied. Instead, he transferred over $2.5 million from the multiple victims to himself. Among other things, he used the stolen money to 
buy a house and cryptocurrency for himself. 

When one of the victims sued him, Park transferred assets to his wife and concealed millions of dollars in cryptocurrency assets before 
filing for bankruptcy and falsely claiming he had only $0.34 in financial assets and no cryptocurrency to avoid paying his victim creditors 
any money back from his fraud.   

Park was convicted of three counts of wire fraud and two counts of bankruptcy fraud. He is scheduled to be sentenced on Dec. 10, 2026. 
Park faces a maximum penalty of 20 years on the wire fraud counts and a maximum penalty of five years on the bankruptcy fraud 
counts. A federal district court judge will determine any sentence after considering the U.S. Sentencing Guidelines and other statutory 
factors. 
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Maryland Woman Sentenced to Prison for $1.1M Tax Refund Fraud  
Fraudulently Obtained Over $410,000 from IRS 
Kendra Scarborough, of Oxon Hill, was sentenced to 12 months and one day in prison for attempting to steal more than $1.1 million 
from the IRS by filing false tax Maryland woman returns. 

According to court documents and statements made in court, between December 2019 and March 2020, filed three false tax returns in 
the names of purported trusts that she controlled. In total, these tax returns sought more than $1.1 million in refunds that the trusts were 
not entitled to receive. Scarborough’s scheme resulted in the IRS issuing a refund of $412,000 to one of the purported trusts. Scarborough 
used these funds to pay for, among other things, the mortgage on her personal residence and other creditors.  

Scarborough pleaded guilty to one count of theft of government funds. In addition to the term of imprisonment, U.S. District Judge 
Debrorah L. Boardman ordered Scarborough to pay $410,117.44 in restitution to the IRS and forfeit to the government the proceeds 
from the tax refund that remain in her bank account.  

Guilty to Burning Church 
Anthony Dillon Jr., 19, of Columbia, faces a mandatory minimum of five years and up to 20 years in federal prison. 

Dillon, a Louisiana man pleaded guilty in federal court to committing arson in connection with the malicious burning of St. John Chapel 
in Caldwell Parish in the early morning of March 27, 2026. 

According to court documents, Dillon and an accomplice entered St. John Chapel intending to steal electronic equipment, including 
multiple television sets. 

After stealing several televisions from inside the church, the two ignited a fire in the administrative area of the building, using a fire 
accelerant within a wooden filing cabinet.  

A fire-accelerant canine unit alerted at the point of origin, and forensic testing confirmed the presence of an accelerant there. The fire 
caused extensive damage to the church’s sanctuary. 

Search for German Fraudster 
The FBI is taking its search for a convicted Southern California fraudster overseas, releasing a German-language wanted poster since 
authorities believe the fugitive former tech CEO is hiding in his native Germany. 

Bernhard Eugen Fritsch, 65, is wanted after fleeing the United States following his conviction in a multimillion-dollar investor fraud 
scheme involving his Santa Monica-based technology company, StarClub Inc. 

The FBI’s Los Angeles Field Office announced Tuesday that wanted posters for Fritsch are now available in both English and German. 
Investigators believe he is living in or near Munich, Germany, and are offering a reward of up to $150,000 for information leading to 
his arrest and conviction. Bernhard Eugen Fritsch, 65, is pictured in an image provided by the FBI. (FBI) 

Fritsch was convicted of wire fraud in Los Angeles in April 2025. Federal authorities say he raised approximately $35 million for 
StarClub between January 2014 and August 2017 while misleading investors about the company’s finances and business prospects. 

StarClub purportedly developed software and an application designed to help celebrities and social media influencers monetize their 
brand endorsements. 

According to federal prosecutors, Fritsch told investors that StarClub had deals with major global media and entertainment companies 
and misrepresented the company’s financial performance to persuade them to invest. 

Authorities say at least $7.3 million of investors’ money instead went toward Fritsch’s personal expenses, including mortgage payments, 
residential costs and luxury vehicles. 

His disappearance eventually became an international pursuit. 

In June 2025, while awaiting sentencing, Fritsch fled to Los Mochis in Sinaloa, Mexico, according to the FBI. A federal arrest warrant 
was issued after he failed to appear for a post-conviction bond revocation hearing. 

Mexican law enforcement detained Fritsch that September and found him carrying false identification, authorities said. He was released 
from immigration custody with orders to check in with immigration court every two weeks. 

But on Oct. 6, 2025, Fritsch fled again, this time to Munich, according to the FBI. 

Later that month, he was sentenced in absentia to 15 years in federal prison, fined $35,000 and ordered to pay more than $26.8 million 
in restitution. 

Fritsch was recently named to the FBI’s Most Wanted Fraudsters list, a program launched in June to generate leads on the whereabouts 
of fugitives wanted in significant fraud cases. 

The newly released German poster identifies Fritsch as a German national born in Landshut who speaks both German and English. The 
FBI lists him as 6 feet, 2 inches tall and approximately 220 pounds. 
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Two brothers caught in a sting operation orchestrated by North Carolina Farm Bureau Insurance and state regulators have been sentenced 
to restitution and community service after pleading guilty to deliberately damaging roofs in North Carolina. 

Brett William Bentley, 28, pleaded guilty to a misdemeanor charge and was ordered to pay some $27,678 in restitution to Farm Bureau, 
the NC Department of Insurance said in a bulletin. His brother, Robert Allen Bentley, 36, pleaded guilty to a felony charge. A judge in 
Wake County sentenced him to 24 months’ probation, 50 hours of community service, and a $50 fine. He could have faced as much as 
63 months in prison, court records in Wake County show. 

Robert Bentley also is barred from working in the roofing business during his two-year probation. 

The brothers share an address in Charlotte and worked for A&M Premier Roofing & Construction. 

The sting operation came about after “door knocker” roofing companies last year told multiple homeowners in Wake County that the 
homes could gain new roofs with little or no out-of-pocket expense, those involved explained. Some of the roofers were reportedly seen 
damaging roof shingles to make it appear that wind or hail had caused the problem – just enough for the homeowner to file an insurance 
claim. 

Farm Bureau then approached the DOI about setting up a sting. The insurer, the second-largest property insurer in the state with some 
500,000 policies in force, had access to a “bait house” in Raleigh. 

Within weeks, the sting operation was in business. Investigators with the DOI set up surveillance, ready to secretly video-record roofers 
inspecting shingles. Farm Bureau had engineering experts inspect the roof before and after the roofers went to work. One roofing 
contractor in Raleigh stood out and was filmed repeatedly bending the asphalt shingles, apparently to simulate wind uplift, and were 
seen hammering away on spots in order to claim hail indentations. 

The roofers reportedly were paid commissions for selling full roof replacements to homeowners, according to the felony information 
sheet filed in Wake County District Court. 

Robert Bentley presented an oral statement “as part of, in support of claim for payment pursuant to an insurance policy, home owner’s 
policy, knowing that the statement contained false, misleading information, by claiming to North Carolina Farm Bureau that the 
homeowner need(ed) roof replacement due to wind and hail damage, when they were the ones who created the damage to the roof by 
lifting and bending shingles back, breaking the seal and causing creases in the shingles,” the felony information explains. 

The president of A&M Premier Roofing said late last year that one of the brothers was an independent contractor who had left the 
company before the arrest was made. 

Del Scheitler noted that A&M’s independent contractor agreement outlines ethical conduct by contractors. 

 

Five Years After Ida, the First Arrest in the McClenney, Mosely & Associates Scheme, A Former New 
Orleans Attorney Faces A Federal Charge Tied To An Alleged Scheme Involving Storm Insurance Claims. 
This is ZIFL’s latest installment of the saga of McClenny, Moseley & Associates and its problems with the federal courts in the State of 
Louisiana and what appears to be an effort to profit from what some Magistrate and District judges indicate may be criminal conduct to 
profit from insurance claims relating to hurricane damage to the public of the state of Louisiana. Although suspicion has existed for 
years and a long silent FBI investigation has been anticipated, this truly never-ending story is coming to a head with criminal charges 
being filed against suspended lawyer Richard William Huye III. 

INVESTIGATION BY THE PRESS 

In 2023, David Hammer WWL-TV in Louisiana investigative reporter exposed the alleged scheme in his “Insured to Lose” investigation, 
examining how Texas law firm c and its Louisiana operation worked with outside companies to recruit homeowners and pursue their 
insurance claims.  

That May, in a WWL exclusive, Hammer obtained a copy of a secret audio recording of McClenney, Mosely & Associates (MMA) 
founder Zach Moseley speaking to his staff and admitting he used a "loophole" to have an Alabama roofing company sign up clients 
and act as if MMA represented them against insurance companies. 

That recording and MMA's use of Alabama roofing company Apex Roofing & Restoration to sign up clients now figure prominently 
in the charges filed against MMA's former Louisiana partner, William Huye. 
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According to Eastern District officials, Huye allegedly, on behalf of a managing partner at the firm, electronically sent false and 
misleading letters of representation to hundreds of Louisiana homeowners insurance companies when Huye and the law firm claimed 
they represented only the insured homeowner and failed to disclose the roofing company. Officials allege Huye and the law firm made 
additional fraudulent representations to homeowners insurance companies in other communications, mediations and court filings in 
which no mention of the roofing company AOBs was ever made.  

East District officials said the scheme surfaced in February 2023 during court proceedings. Officials said the law firm’s council admitted 
both to having sent at least 856 false and misleading letters of representation, and to having settled at least nine matters by mediation 
without disclosing that the law firm only represented the Alabama roofing company through an AOB. Huye and the law firm also 
allegedly filed at least one complaint for damages without the Louisiana homeowner’s full consent, in addition to several other 
complaints for declaratory judgement that falsely stated who the law firm represented.  

Huye, 34, is the first person to be criminally charged in connection with the alleged schemes involving MMA. Federal prosecutors 
charged him with conspiracy to commit wire fraud in a bill of information, strongly suggesting he's negotiating a plea deal.  

Neither MMA nor Moseley is named as a defendant in the federal bill of information, but both are identified as co-conspirators under 
the names "Law Firm A" and "Co-Conspirator 1." 

Apex, which has sued MMA for malpractice and denied knowing about the alleged scheme, is not identified as having participated in 
the alleged conspiracy. 

In August 2023, a federal judge criticized Moseley for failing to distribute more than $20 million in insurance payments to former clients, 
leaving storm victims waiting for money their insurers had already issued for storm damage. The bill of information charging Huye 
appears to put most of the onus for the alleged scheme on Moseley without naming him. 

That includes quoting directly from the secret audio recording leaked by former MMA staffers to Hammer and aired exclusively by 
WWL in May 2023: 

Apex was a loophole for us. Again, it was my decision to do this. It was my fault. I’ll take full responsibility for that," 
Moseley told MMA's New Orleans office staff after courts started raising questions in February and March 2023. "If 
we tell the insurance company we represent the roofing company, they’re going to tell us to f—k off and they’re not 
ever going to negotiate with us. But, since we have the rights of the homeowner, let’s tell the insurance company we 
are the homeowner and that’s going to be, you know, they’ll negotiate with us quicker. 

Prosecutors say Huye helped the unnamed MMA open that New Orleans office just days after Hurricane Ida to handle insurance claims 
for storm victims. 

According to prosecutors, MMA encouraged Apex to begin operating in Louisiana and told the company it could use “Assignment of 
Benefits,” or AOB, forms without restriction. 

Prosecutors also allege that Huye and MMA sent hundreds of insurance companies letters saying they represented only the homeowners, 
while failing to disclose that the homeowners had signed over their claims to Apex. 

In at least nine cases, prosecutors say, insurance claims were settled without the homeowners knowing about the arrangement. 

They also allege that Huye and MMA filed at least one lawsuit seeking damages without the homeowner’s full consent. In several other 
complaints, prosecutors say, the firm falsely described whom it represented. 

The federal case focuses on eight homeowners. Prosecutors say most either did not receive insurance money intended to pay for roof 
repairs or had money deducted from their settlements for legal fees and other expenses they had not authorized. 

Prosecutors also alleged that another person involved in the scheme signed and deposited settlement checks without the homeowners’ 
authorization. 

The scheme to defraud Louisiana homeowners, and their insurers, surfaced in February 2023 during court proceedings held in the Eastern 
District of Louisiana. At that time, Law Firm A’s counsel admitted both to having sent at least 856 false and misleading letters of 
representation, and to having settled at least nine matters by mediation without disclosing that Law Firm A only represented the Alabama 
roofing company via an AOB. HUYE and Law Firm A (MMA) also filed at least one complaint for damages without the Louisiana 
homeowner’s full consent, in addition to several other complaints for declaratory judgment that falsely stated who Law Firm A actually 
represented. 

The bill of information details the experiences of eight Louisiana homeowners whose property damage claims were impacted by the 
false and fraudulent actions of HUYE, Law Firm A and Co-Conspirator 1. As a result, most of the named victims either did not receive 
monies designated to repair their roofs, or had the amount reduced due to the withholding of unauthorized attorney’s fees and expenses. 
In some instances, Co-Conspirator 1 endorsed settlement checks without proper authorization from homeowners, and deposited funds 
earmarked for their damages into Law Firm A’s bank account.  

HUYE has been charged with conspiracy to commit wire fraud, in violation of Title 18, United States Code, Sections 371 and 1343. The 
maximum penalty for this offense is up to five (5) years imprisonment, up to three years of supervised release, up to a $250,000 fine or 
twice the gross gain to any defendant or twice the gross loss to any victim, and the payment of a $100 mandatory special assessment fee. 
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U.S. Attorney Courcelle reiterated that the bill of information is merely a charge and that the guilt of the 
defendant must be proven beyond a reasonable doubt. 

Louisiana courts ordered MMA to give up clients it had obtained through improper practices. Huye was 
suspended from practicing law in Louisiana and moved to Texas. The firm was fined $2 million. MMA filed 
for bankruptcy in 2024. 

Courts also ruled that the firm could not profit from clients it had obtained through unethical practices. 

East District officials said most of the victims either did not receive money designated to repair their roofs, 
or had the amount reduced due to the withholding of unauthorized attorney’s fees and expenses. A 
conspirator allegedly endorsed settlement checks without proper authorization from homeowners and 
deposited funds earmarked for their damages into the law firm’s bank account.  

Huye could face a maximum penalty of five years in prison, up to three years of supervised release and up 
to a $250,000 fine or twice the gross gain to any defendant or twice the gross loss to any victim.  

Five years after Ida, a former New Orleans attorney now faces a federal charge tied to an alleged scheme involving storm insurance 
claims.  

MMA's use of Alabama roofing company Apex Roofing & Restoration to sign up clients now figure prominently in the charges filed 
against MMA's former Louisiana partner, William Huye. 

Apex, which has sued MMA for malpractice and denied knowing about the alleged scheme, is not identified as having participated in 
the alleged conspiracy.  

Prosecutors say Huye helped MMA open that New Orleans office just days after Hurricane Ida to handle insurance claims for storm 
victims. According to prosecutors, MMA encouraged Apex to begin operating in Louisiana and told the company it could use 
“Assignment of Benefits,” or AOB, forms without restriction. 

Those agreements gave Apex control over homeowners’ insurance claims. But most Louisiana homeowners’ insurance policies contained 
provisions restricting such assignments or requiring insurers to approve them first. 

After entering the Louisiana market, prosecutors say, Apex persuaded hundreds of homeowners to sign over their insurance claims and 
then sent those claims to MMA. In some cases, prosecutors allege, the roofing company signed legal agreements on behalf of 
homeowners without their knowledge. 

Prosecutors also allege that Huye and MMA sent hundreds of insurance companies letters saying they represented only the homeowners, 
while failing to disclose that the homeowners had signed over their claims to Apex. At least 856 such letters were sent, according to 
federal prosecutors. They say Huye and MMA made similar representations in other communications, during mediations and in court 
filings. 

In at least nine cases, prosecutors say, insurance claims were settled without the homeowners knowing about the arrangement. 

They also allege that Huye and MMA filed at least one lawsuit seeking damages without the homeowner’s full consent. In several other 
complaints, prosecutors say, the firm falsely described whom it represented. 

The federal case focuses on eight homeowners. Prosecutors say most either did not receive insurance money intended to pay for roof 
repairs or had money deducted from their settlements for legal fees and other expenses they had not authorized. 

Prosecutors also allege that another person involved in the scheme signed and deposited settlement checks without the homeowners’ 
authorization. 

Huye allegedly electronically transmitted “false and misleading letters of representation to hundreds of Louisiana homeowners’ insurance 
companies” in which he and MMA maintained that they represented only the insured – without ever disclosing their role in the Apex 
AOBs, Courcelle’s office alleged. MMA and Huye also allegedly “made additional fraudulent representations to Louisiana homeowners’ 
insurance companies in other communications, mediations and court filings in which no mention of the roofing company AOBs was 
ever made,” Courcelle’s office added. 

Courts also ruled that the firm could not profit from clients it had obtained through unethical practices. 

From the US DOJ 

Richard William Huye, III (“Huye”), age 34, formerly of New Orleans, and now a resident of Texas, was charged by bill of information 
on August 28, 2026, with conspiracy to commit wire fraud, announced U.S. Attorney David I. Courcelle. 

According to the bill of information, HUYE was an attorney licensed to practice law in Louisiana who started working for a Texas based 
firm (“Law Firm A” in the bill of information) three days after Hurricane Ida struck Southeast Louisiana on August 29, 2021. Law Firm  
then opened an office in October of 2021 in New Orleans. The Press release stated: After Hurricane Ida, Law Firm A encouraged an 
Alabama roofing company to open up operations in Louisiana by advising the roofing company that it could use an “Assignment of 
Benefits” (“AOB”) form without restriction. Contrary to that advice, most Louisiana homeowners’ insurance companies had either anti-
assignment language in their policies, or the assignments needed prior approval. 

Once in the Louisiana market, the Alabama roofing company began to sign up hundreds of homeowners with the 
AOBs and sent the claims over to Law Firm A for handling. Law Firm A also instructed the Alabama roofing company 

 William Hue 
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to sign an attorney retention contract on behalf of the Louisiana homeowners without their knowledge or authorization. 
As a way around the assignment of benefits restrictions, HUYE, on behalf of Law Firm A and for the benefit of Co-
Conspirator 1 (a managing partner for firm) electronically sent out false and misleading letters of representation to 
hundreds of Louisiana homeowners insurance companies wherein HUYE and Law Firm A claimed that they 
represented only the insured homeowner and failed to disclose the roofing company AOB. HUYE and Law Firm A 
made additional fraudulent representations to Louisiana homeowners’ insurance companies in other communications, 
mediations, and court filings in which no mention of the roofing company AOBs was ever made.  

The scheme to defraud Louisiana homeowners, and their insurers, surfaced in February 2023 during court proceedings 
held in the Eastern District of Louisiana. At that time, Law Firm A’s counsel admitted both to having sent at least 856 
false and misleading letters of representation, and to having settled at least nine matters by mediation without 
disclosing that Law Firm A only represented the Alabama roofing company via an AOB. HUYE and Law Firm A also 
filed at least one complaint for damages without the Louisiana homeowner’s full consent, in addition to several other 
complaints for declaratory judgment that falsely stated who Law Firm A actually represented. 

The bill of information details the experiences of eight Louisiana homeowners whose property damage claims were 
impacted by the false and fraudulent actions of HUYE, Law Firm A and Co-Conspirator 1. As a result, most of the 
named victims either did not receive monies designated to repair their roofs, or had the amount reduced due to the 
withholding of unauthorized attorney’s fees and expenses. In some instances, Co-Conspirator 1 endorsed settlement 
checks without proper authorization from homeowners, and deposited funds earmarked for their damages into Law 
Firm A’s bank account.  

HUYE has been charged with conspiracy to commit wire fraud, in violation of Title 18, United States Code, Sections 
371 and 1343. The maximum penalty for this offense is up to five (5) years imprisonment, up to three years of 
supervised release, up to a $250,000 fine or twice the gross gain to any defendant or twice the gross loss to any victim, 
and the payment of a $100 mandatory special assessment fee. 

U.S. Attorney Courcelle reiterated that the bill of information is merely a charge and that the guilt of the defendant 
must be proven beyond a reasonable doubt. 

The federal charge against Huye now takes the case into criminal court. If convicted, he faces up to five years in federal prison and a 
$250,000 fine. 

Litigation Finance Disclosure Rule In Louisiana Expands Transparency Push In Us Courts 
The U.S. District Court for the Western District of Louisiana said recently that any parties appearing in the district must disclose details 
about their use of third-party litigation financing, adding to a small but growing patchwork of similar transparency rules in the federal 
courts. 

Perhaps because of the MMA litigation Companies that finance U.S. commercial lawsuits in exchange for a cut of any recoveries 
committed $2.7 billion to new deals last year, according to a recent report a few federal judges or courts, such as New Jersey's, already 
require disclosure of litigation funding, where a financier backs clients' cases in exchange for a cut of an eventual settlement or judgment, 
but there is no uniformity across the judiciary: 

 The court in a new standing order said parties are required to disclose the name and address of all litigation funders backing 
their cases. 

 Third-party funders ⁠agree to finance litigation in exchange for a cut of an eventual settlement or judgment. 

 The Louisiana federal court's order does not require parties to fully disclose funding agreements, but the parties must give a 
brief description of the agreement and state whether a funder has "any right to approve or influence litigation decisions, 
including settlement decisions." 

 The order gives parties 14 days to comply with the disclosure requirement, starting when they enter a case or when a funding 
agreement is signed. 

 Dai Wai ⁠Chin Feman, the U.S. chapter chair for the International Legal Finance Association, a trade group representing litigation 
funders, said in a statement that the new rule was limited and would not force parties to turn over "sensitive and prejudicial 
information defendants routinely seek under ⁠the guise of transparency." 

 The Louisiana federal court's standing order is the latest in an emerging wave of federal court orders and state laws requiring 
disclosure of third-party financing agreements. 

 Bills introduced by ⁠Republican lawmakers in the U.S. House and Senate that would mandate disclosure of litigation financing 
agreements nationwide have so far failed to gain any traction in Congress. The ⁠bills face opposition from both Democratic 
lawmakers and conservative groups 

 In October 2024, a federal judicial rules-making panel said it would study whether a nationwide rule requiring disclosure of 
third-party litigation funding in lawsuits is necessary. 
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The multiple lawsuits arising from MMA’s attempt to profit from a hurricane that hit Louisiana raised millions of dollars from litigation 
funders only to find that the litigation was either fake or obtained by runners and cappers in violation of state law. The funders sued the 
lawyers because they made nothing from their investments. One of the lawyers has been indicted for wire fraud, among other accusations, 
and the FBI is running a continuing investigation that is just beginning to show results. The litigation would never have started without 
the funding and it has concerned all the federal judges in Louisiana and in many other jurisdictions.  

Texas is moving closer to requiring disclosure of outside finance in litigation, even after a committee recommended against it last 
summer. One of several rough draft scenarios discussed by the advisory group Thursday would keep private the identities of funders 
pending a judge’s in-camera review of their involvement. Another would require a judge’s good cause finding before a party discloses 
its financial backers. 

The early-stage discussion from the Supreme Court Advisory Committee follows moves from other states to publicly reveal when outside 
parties are footing legal fees in litigation that they’re otherwise not involved in, often to share in any monetary judgment.  

Funding disclosures are already required in the Texas Business Court, but that’s primarily to alert judges to conflicts they might have 
with a funder, Judge Melissa Andrews, a committee member, said. The court’s disclosure is modeled after that of the US Court of Appeals 
for the Fifth Circuit. 

 

The 2026 California fraud investigation refers to a federal probe initiated by the Trump administration into alleged fraud, waste, and 
abuse in California's social services and child care programs under Governor Gavin Newsom, publicly announced by President Donald 
Trump on social media on January 6, 2026.[1][2] Trump described the effort as targeting a state "more corrupt than Minnesota," drawing 
parallels to recent scandals uncovered in that state involving similar programs.[3][1] In conjunction with the announcement, the 
Department of Health and Human Services froze approximately $10 billion in federal child care funding to California and four other 
Democratic-led states, citing evidence of fraudulent activities in program administration.[4][5] The investigation builds on prior federal 
scrutiny of California's spending practices and has prompted responses from state officials, who have challenged the moves while 
welcoming probes into potential irregularities.[6]  

Background 
State Fiscal Issues 
California experienced substantial budget deficits in the mid-2020s, with the Legislative Analyst's Office estimating a $68 billion 
shortfall for the 2024-25 fiscal year, driven largely by revenue shortfalls following economic slowdowns.[7] Projections indicated ongoing 
fiscal strain, with estimates of nearly $18 billion deficits for upcoming fiscal years addressed through spending cuts and borrowing.[8] 
These imbalances persisted despite efforts to balance the budget, highlighting structural revenue volatility tied to income taxes and 
economic cycles.[9] High spending on social programs exacerbated these pressures, particularly in homelessness initiatives where state 
agencies allocated nearly $24 billion over the first five years of Governor Gavin Newsom's administration.[10] Education funding also 
remained elevated, with public school districts expending approximately $23,000 per pupil in 2023-24, prioritizing allocations for low-
income students amid enrollment declines and equity mandates.[11] Such expenditures, while aimed at addressing entrenched social 
challenges, contributed to resource strain in a deficit environment. Structural elements of California's fiscal framework, including 
expansive welfare systems and intricate procurement processes for social services, created complexities in oversight and allocation.[12] 
These systems supported broad program delivery but were vulnerable to inefficiencies, as evidenced by state audits identifying millions 
in wasteful expenditures across government operations.[13] The combination of high mandatory spending and procurement dependencies 
amplified budgetary vulnerabilities prior to heightened federal scrutiny.  
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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.  

zalma@zalma.com, http://www.zalma.com, http://zalma.com/blog  

Subscribe to “Excellence in Claims Handling” at href="https://barryzalma.substack.com/subscribe.">  

“Excellence in Claims Handling” at href="https://barryzalma.substack.com/subscribe."> 

Go to Zalma's Insurance Fraud Letter at https://zalma.com/zalmas-insurance-fraud-letter-2/ 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 Barry Zalma on YouTube- 
https://www.youtube.com/channel/UCysiZklEtxZsSF9DfC0Expg, Go to the Insurance Claims Library – https://zalma.com/blog/insurance-
claims-library/, https://gettr.com/@zalma. With over 58 years of hands-on experience as a claims professional and insurance coverage attorney, Barry 
Zalma provides unparalleled expertise to resolve complex insurance disputes. 
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