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MESSAGE FROM THE DIRECTOR

ANTIFRAUD EFFORT MARKS ITS 10™

ANNIVERSARY

n October 4, 2003, the insurance
antifraud effort in Arkansas
marked its 10th anniversary. On
that date, | was fortunate enough
to be tapped by then Insurance
Commissioner Lee Douglass to start the
first ever insurance antifraud agency in
Arkansas — the Workers” Compensation
Fraud Investigation Unit (WCFIU). As
many of you will remember, the workers’
compensation system in Arkansas was in
crisis on many fronts. Act 796 of 1993
was passed to address the crisis and two
of its main components were the
strengthening of the laws on workers’
comp fraud (making it a felony for
employees, employers or providers to
commit fraud) and creating the WCFIU.
There was more than one critic
(and even friends) who believed the
WCFIU unit would not be successful in
the political climate and economic
realities of the times. There were times
when we wondered about that ourselves.
We had very humble beginnings. For six
months I had a small office behind the fax
machine and my Chief Investigator and
Chief Counsel were scattered around the

building. Assistant Director Dave Roff
was the first person hired and has been
an indispensable leader and
administrator who deserves much of the
credit for our navigating the choppy
waters we’ve encountered over the
years. Julie Benafield Bowman (current
CEO of the Workers’ Compensation
Commission) was our first Chief
Counsel and Special Deputy Prosecutor.
There were no in-state resources from
which to draw and few other states had
gotten into the workers’ comp antifraud
business. We had to make things up as
we went along. Many law enforcement
agencies, prosecutors and even judges
were skeptical of our mission. We
admittedly despaired when we lost our
first employee fraud trial ( a good injury
outside the workplace case) when the
judge dismissed the charges because we
couldn’t prove he didn’t get injured
while nobody was watching and
“besides, I’ve had a bad back, too.” We
picked ourselves up, determined to learn
an important lesson, and went to work
that much harder educating prosecutors
and judges and putting together airtight
cases against cheating employers and
employees alike. The payoff has been a
(continued on page 5)
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e Check our website at: http:// www.accessarkansas.org/insurance/

e Qur toll-free hotline is 1-866-660-0888
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ANNUAL SUMMARY OF NAIC ANTIFRAUD TASK FORCE ACTIVITY

[As a new feature , the Annual Insurance Fraud Newsletter will give a summary of the work
of the Antifraud Task Force of the National Association of Insurance Commissioners (NAIC)
which is chaired by the State of Arkansas]

The mission of the NAIC Antifraud Task Force (“AFTF”) is to serve the public interest by assisting
state insurance supervisory officials in their antifraud activities. The AFTF works through five Working
Groups and one Subgroup and meets at the quarterly National NAIC meetings. It also meets by teleconferenc-
ing and interim meetings designed to address specific issues of interest. Highlights of the 2003 efforts of the
AFTF include:

The External/Claims Fraud Working Group approved and published a Uniform Suspected Insurance
Fraud Reporting Form and accompanying Directions for the Uniform Suspected Insurance Fraud Reporting
Form. This working group is also working to update the NAIC publication State Insurance Department Anti-
fraud Resources which will be published this spring.

The Database Working Group is studying and implementing an Information Sharing Pilot Project
which will attempt to allow states to directly access each other’s fraud databases. Also in development is a state
insurance fraud bureau web page on the FBI’s LEO (Law Enforcement On-line) System.

The Producer, Company and Unauthorized Entities Unlawful Activity Working Group is addressing the grow-
ing problem of unauthorized insurers in both the health care and property and casualty lines. The Working
Group has developed an e-mail distribution list to be used as an early warning system to improve communica-
tion among state fraud bureaus on unauthorized activity in the property and casualty area. An NAIC sponsored
system on unauthorized health insurers had already been established. Both systems are expected to facilitate a
more rapid response to the continuing and costly problem of bogus insurance companies. Additionally, the Un-
authorized Entities Manual is being reviewed and updated to reflect current trends.

The NAIC/NASAA (North American Securities Administrators Association) Enforcement Coordination Sub-
group announced progress on several initiatives to stem the activity of insurance agents who engage in unlawful
securities sales. A Handbook For Collaborative Enforcement Against Securities Fraud Perpetrated by Insur-
ance Agents is being drafted and a joint NASAA/NAIC regulator training program will be held on May 6 and 7,
2004. Both efforts are aimed at increasing mutual understanding of each sectors regulatory and enforcement
process.

The Federal/State Coordinating Working Group is continuing its efforts at working with federal law enforce-
ment authorities in regard to fraudulent insurance related activity and enforcement of 18 U.S.C. 1033, a federal
statute which prohibits individuals from engaging in the business of insurance in any capacity if they have been
convicted of a felony involving dishonesty or breach of trust.

The Training and Seminars Working Group is considering developing an on-line training program for
state fraud bureaus and is continuing its efforts to provide relevant antifraud training for both regulators and

industry personnel.

More information on the work of the AFTF is available at the NAIC website at www.naic.org.
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SRIMINAL CONVICTIONS

The darkest hour of a man's life is when he sits down to plan how to get
money without earning it.-- Horace Greeley

CARLA BALDWIN, Chicot County. Subject knowingly tried to
get her vehicle registered by providing the State Revenue
Department with a proof of insurance card that
she generated on her home computer. Pleaded
guilty to forgery 2nd (class C felony) and was sen-
tenced to three years probation and $150.00 in
court costs.

RON BERNER, Crawford County. Subject fabricated a claim
that a truck ran him off the road. Entered a negotiated plea
of guilty to insurance fraud (class D felony) and received a
thirty-six month suspended sentence, $150.00 in court
costs, and a $500.00 fine.

REGINALD DUPREE, Pulaski County. Subject

knowingly falsified receipts and submitted them ~© L)
in support of his claim for the replacement of af- L"]
termarket wheels and tires he alleged were taken

from his vehicle when it was “stolen” on two different occa-
sions. Entered a negotiated plea of guilty to one count of
theft (class B felony) and one count of fraudulent insurance
acts (class D felony). Subject received three years proba-

tion, $500.00 fine plus court costs and was ordered to pay
restitution in the amount of $3,436.58.

DANIEL BONE, Pulaski County. Subject knowingly forged a
receipt indicating the purchase of tires and wheels. He then
submitted the alleged receipt to the insurance company in
support of his claim for damages to his vehicle resulting
from a theft. Entered a negotiated plea of guilty to fraudu-
lent insurance acts and received three years
supervised probation, court costs, 40 hours com-
munity service, DNA sampling under Act 737 and
payment of a $250.00 fee for the DNA testing.

JENNIFER HEAD, Faulkner County. As an agent, subject al-
tered a receipt for payment of insurance. The alteration
gave the appearance that a policyholder had insurance on
his vehicle prior to an accident. Entered a negoti-
ated plea of guilty to falsifying business records
(class A misdemeanor) and was sentenced to one
¥ year probation, $100.00 fine, Act 346 and
$100.00 in court costs.

RANDAL CROSSLAND, Saline County. As an agent , subject
received client insurance premiums but did not deposit them
into the insurance company’s premium accounts. Pleaded
guilty to fiduciary duties of licensees and sentenced pursu-
ant to the theft of property statute (class B felony) and was

sentenced to five years probation, $500.00 fine,

25 hours of community service and ordered to pay
@ restitution in the amount of $14,679.96.

BOBBY HOWARD, Sevier County. Subject provided false
information to his insurance carrier concerning the circum-
stances under which his vehicle was burned. Subject en-
tered a negotiated plea of guilty to fraudulent insurance acts
(class D felony) and was sentenced to 48 months in the Ar-
kansas Department of Corrections, $3,830.00 in restitution,
and $600.00 in court costs. As part of his negotiated plea,
subject entered guilty pleas to violations of sexual assault in
. the second degree (class B felony) and theft by
G% receiving (class C felony). Subject was sentenced
o= to 120 months in the Department of Corrections
M on both counts. Subject was sentenced as a sex
&f‘ é\f or child offender and ordered to complete the sex
*assona? offender registration.

EMILY DUNN, Saline County. Subject knowingly g\
filed a false automotive theft claim. Entered a
negotiated plea of guilty to one count of fraudu-
lent insurance acts (class D felony) and was sen-
tenced to 48 months probation conditioned on payment of a
$500.00 fine, $150.00 in court costs and restitution in the
amount of $12,719.16.

RENA WATSON, Pulaski County. Subject
claimed to have been a passenger in a vehi-
cle involved in an accident and to have re-
ceived injuries in the accident. Interviews
with the driver and passengers of the vehicle revealed that the
subject was not a passenger but was a witness to the acci-
dent. Entered a negotiated plea of guilty to attempted insur-
ance fraud (class A misdemeanor) and was sentenced to one
year probation, $500.00 fine and 20 hours community service.




