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USING EXPERIENCE RATING
DATA TO PROVE PREMIUM

FRAUD
by Lynn E. Szymoniak, Esq.
The Szymoniak Firm, P.A.

A workers’ compensation premium fraud
scheme is almost always launched by filing a
fraudulent application.  In the past ten years,
most states have revised the application pro-
cess to require much more detailed disclosure
on the application.  Payroll by classification
code, the number of employees, the premium
paid for prior policies, the experience modifica-
tion factor of the applicant business and nu-
merous other factors which determine the pre-
mium all must be disclosed by an applicant for
workers’ compensation insurance.  Most appli-
cations must be signed by the business owner
or an officer of a corporate applicant and
signed by an agent if the applicant has used an
agent to submit the application.1 While special-
ists in the insurance anti-fraud effort have
concentrated their efforts on the application,
the front door for fraud, the back door has
often been left open.  In premium fraud, the
back door is the experience modification rating
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IFB Progress Report
(through October 17, 2000)

Convictions                                 346
Individuals Indicted                    258
Complaints Issued                      357

Cases Referred for
Prosecution                                544

data produced annually for all businesses except
small businesses or new businesses. While
many fraud schemes may be set in motion by
the application, the fruits of the labor of such
schemes will be reflected on experience rating
documents.

Did the business successfully misclassify its em-
ployees?  Did the business manage to conceal a
large portion of its payroll? Was the purchase or
sale of an existing business hidden from the
insurer? Was  U.S.L.& H. exposure misclassified
even as the stevedores were unloading cargo by
crane? Was the high debit modification factor
kept out of the premium calculation?  In most
cases, the answer may be found by examining
the information on the experience rating docu-
ments.

Assume, for example, that a large nationwide
temporary help company operating in Mas-
sachusetts unilaterally decided to cut costs by
“modifying” the workers’ compensation payroll
classification system.  Assume that this com-
pany had a health care division and that in policy
year 1993-1994, there was over $30 million in
three codes associated with health care:  8833,
8835 and 8841.  Assume that the company
reclassified most of this health care payroll to
8810/clerical.2  All claims under $10,000 were
paid out-of-pocket to help conceal the misclassi-
fication.

Two to three years after the scheme was put into

(Continued on page 2)
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place, the rating documents would reflect the
misclassification.  Not only could the rating
documents be used to succinctly demonstrate
to a jury the classification changes that took
place, the rating documents could also be
used to demonstrate the motive for the change
and for the non-reporting of claims. The de-
creased rate and the decreased premium
would all be present in a concise format.  The
decreased mod from the failure to report
claims would result in damages for several
years after the year of the misclassification
and non-reporting.

Testimony from a representative of the rating
bureau or the defrauded insurance company
could be elicited to explain the rating docu-
ments in understandable terms. In this exam-
ple, the witness could testify that either there
was a very significant shift from home health to
clerical operations or the payroll was misclassi-
fied.  The impact on the premium could also be
developed through testimony regarding the rat-
ing documents.  The rating bureau witness
could explain that the information on the rating
documents flows to the rating bureau from the
insurance companies which in turn are relying
on information provided by the insured compa-
nies.

Rating bureaus have the ability to develop “test
mods.”  A test mod, i.e., one using the correct
information, can be of great assistance to a
jury that is struggling with the concept of expe-
rience rating.  A side-by-side comparison of
the rating documents presented to the jury in a
“before and after” format can show the fruits of
the fraud.  This comparison can also be used
to put a dollar amount on the fraud or at-
tempted fraud.  This dollar amount is essential
to sentencing guidelines and/or restitution or-
ders.

(Continued from page 1) Many premium fraud schemes are prosecuted
under the federal system by using mail and wire
fraud charges.  Premium fraud schemes involv-
ing mail fraud may have statute of limitations
problems because the schemes are complex
and go undiscovered.  Again, experience rating
documents can be useful to overcome statute of
limitations problems.  The false information is
sent out - just as the perpetrators intended it to
be - for several years after the initial fraudulent
information is reported.  The misclassification
may have occurred in 1993, but mailings are still
occurring in 1997.  The fact that the rating
documents were not actually mailed by the de-
fendants is immaterial.  Liability attaches under
the federal mail fraud statute when the defen-
dant mailed - or caused to be mailed                                     - the
documents at issue.  In the case of rating docu-
ments, the defendants caused the rating docu-
ments with the false information to be mailed to
subsequent insurance carriers, agents and to
themselves, for their own use, often for over five
years after the false information was first re-
ported and the scheme set in action.

Experience rating documents tell the tale of
misclassification and mod avoidance. They can
alert fraud investigators to proactively investi-
gate.  It is time for investigators and prosecutors
to make friends with this excellent prosecutorial
tool.

______________________________
1 In most states, the owner/officer must certify that the information
on the application is correct and must acknowledge the criminal
penalties that may apply if the application contains false informa-
tion. Most states also require that applicants submit federal or state
quarterly employment tax returns as verification of the payroll
information on the application.

2 Unfortunately, it must also be assumed that the insurance com-
pany unquestioningly accepted prepared summaries at audit.
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AUTOMOBILE FRAUD

Worcester Man Pleads Guilty to
$1.2 Million Auto Body Repair Scam

WORCESTER- A Worcester man, who owned
and operated a Worcester auto body shop,
routinely inflicted damage on cars brought in
for repair and defrauded insurance companies
of more than $1.2 million.  The subject’s  basic
scheme involved inflicting damage on cars
brought to his shop for repair work, usually as
a result of an accident, then submitting fraudu-
lent claims to automobile insurance companies
which made it appear that the inflicted damage
had been caused by a legitimate car accident
or vandalism.  The subject also personally
inflicted the majority of the damage using a
variety of tools but also drove cars into machin-
ery to simulate sideswiping a guardrail and
instructed his employees to drive cars into
dumpsters to simulate accidents.  According to
the charges, the subject submitted nearly 800
insurance claims between January 1995 and
March 1998, resulting in payments of about
$1.8 million and that he inflicted damage him-
self on 70-80 percent of the cars brought into
the auto body shop.

John S. Troiano, owner/operator of Kustom
Auto Body, pled guilty to one count of mail
fraud and three counts of tax violations on July
21, 2000 in U.S District Court.  His sentencing
is scheduled for November 3, 2000.  Investiga-
tive assistance was provided by Special
Agents of the Federal Bureau of Investigation,
the U.S. Internal Revenue Service, and the
IFB.  The case was prosecuted by Assistant
U.S. Attorney Mark J. Balthazard of United
States Attorney Donald K. Stern’s Economic
Crimes Unit.

Brother Jumps to Aid of Sister

SPRINGFIELD- A Springfield woman was in-
volved in a rear-end collision.  Her brother
reported the accident to the insurer for the
woman, however he added himself as a pas-
senger in the vehicle.  He was subsequently
paid $6,400 in medial bills.  When questioned
by a Hanover Insurance Company SIU investi-

gator, the sister denied that her brother was in
the vehicle at the time of the accident.  The
brother then admitted to SIU and IFB investiga-
tors that he was not in the vehicle.

A Springfield man pled guilty to insurance fraud
in Springfield District Court on August 16, 2000.
His case was continued without a finding for one
year.  He was ordered to pay full restitution.
Assistant District Attorney Matt Thomas of the
Hampden County District Attorney’s Office pros-
ecuted the case.

Belmont Man Adds Wife and Daughter
to Accident Claim

BELMONT– A Belmont man admitted to provid-
ing Trust Insurance Company with false state-
ments in support of a claim that his wife and
daughter were in a motor vehicle accident with
him.  An investigation revealed that only the
subject was in the vehicle at the time of the
accident.  During the course of the fraudulent
claim, the subject caused medical bills to be
submitted for payment to Trust.

A Belmont man pled guilty to motor vehicle
insurance fraud and attempted larceny in
Taunton District Court on August 30, 2000.  He
was sentenced to two years in the House of
Correction, suspended for two and one half
years, during which time he will be on super-
vised probation.  He was also ordered to perform
100 hours of community service and to pay
$4,850 in costs.  He still faces conspiracy and
insurance fraud charges on another case. Assis-
tant Attorneys General Lena Robinson and
Catherine McClure of the AG’s Insurance and
Unemployment Fraud Division prosecuted the
case.

“DeVille Damaged Deliberately”
 Case Update

SAUGUS- A Saugus woman was involved in a
motor vehicle accident at which time her Cadillac
DeVille sustained minor damages.  The woman
and her husband filed an accident report and a
claim with John Hancock Insurance Company
and subsequently received more than $3,000 for
the damages.  However, a witness and expert
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testimony maintain that the extensive dam-
ages to the vehicle were inflicted after the
accident.

A Saugus man pled guilty to two counts of
motor vehicle insurance fraud, one count of
larceny and one count of conspiracy in Lynn
District Court on May 23, 2000.  He was placed
on one year probation. His wife continues to be
in default of charges filed against her.  Assis-
tant Attorney General Joshua Krell of Attorney
General Tom Reilly’s Insurance and Unem-
ployment Fraud Division is prosecuting the
case.

¨¨¨

LIFE INSURANCE FRAUD

Viatical Scheme Allegedly Nets
Gardner Man $550,000

GARDNER- A Gardner man, diagnosed with
AIDS in approximately 1995, allegedly devised
a scheme to fraudulently abuse the viatical
settlement process of life insurance policies
which resulted in approximately $550,000 in
illegally gained funds. Viatical settlements in-

volve the sale of shares of life insurance policies
owned by terminally ill individuals, through settle-
ment companies or brokers, to investors. In some
instances, the subject applied for life insurance
policies after his AIDS diagnosis and falsely an-
swered questions on the policy applications relat-
ing to his medical history.  He thereby obtained
life insurance in a total amount of approximately
$950,000 that would otherwise have been denied
him as a result of his pre-existing health condi-
tion.  Thereafter, the subject presented the fraud-
ulently obtained policies together with his correct
medical records to brokers for the purpose of
selling policies and obtaining an immediate pay-
ment of a percentage of the death benefit.  In
other cases, the subject applied for life insurance
in the name of one or more other individuals, not
affected with AIDS. Upon receipt of the policies,
totaling more than $7 million, the subject substi-
tuted his own medical records and presented
false identification to viatical brokers for the pur-
pose of fraudulently selling the life insurance
policies of the healthy individuals through the
viatical settlement process to obtain an immedi-
ate payment of a percentage of the death bene-
fits.

An Information was filed against a Gardner man
on October 17, 2000 in U.S. District Court on
multiple counts of mail fraud and money launder-
ing.  The case was investigated by the Federal
Bureau of Investigation with assistance from the
IFB.  It is being prosecuted by Assistant U.S.
Attorney Lori J. Holik of United States Attorney
Donald K. Stern’s Economic Crimes Unit.  The
criminal forfeiture portion of the case is being
handled by Assistant U.S. Attorney Jennifier C.
Boal of Stern’s Asset Forfeiture Unit.

¨¨¨

Insurance Fraud Bureau of Massachusetts
101 Arch Street, Suite 600

Boston, Massachusetts 02110-1131
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The names of individuals who are subject to indictment or com-
plaint have been deleted in compliance with state law.  However,
individuals whose cases have reached final disposition and whose
names have been publicly disseminated have been identified.
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MULTI-LINES FRAUD

Brockton Woman Sentenced to 6-10
Years
in State Prison

BROCKTON- A Brockton woman used three
different names over a seven year period to
conceal a pattern of more than a dozen fraud-
ulent insurance claims for which she collected
more than $60,000.  The claims included
staged automobile accidents, auto theft and
falsified lost wage claims.  The woman also
fraudulently collected welfare benefits under a
fourth name.  Evidence and testimony re-
vealed that the subject collected AFDC bene-
fits, food stamps, and Medicaid, while she
worked and collected numerous insurance
settlements using other names.  None of this
income was ever reported to the Department
of Transitional Assistance.  In total, she de-
frauded the Commonwealth of more than
$70,000 in welfare benefits.

Using two aliases in addition to her real name,
the subject filed at least three separate insur-
ance claims on the same damaged 1990
Lexus.  The Lexus was determined to be a
total loss on each claim and she received
several thousand dollars for a new vehicle
and for lost wages incurred as a result of the
accidents.  In another instance, the woman
was driving her Nissan Maxima when she was
tapped from behind by another car.  The cost
to repair the vehicle totaled less than $300,
however, the subject filed medical and lost
wage claims on behalf of herself and a pur-
ported passenger.  The insurer, suspecting
that the driver and passenger were the same
person, required both to be present in the
same room with photo identifications.  An
accomplice obtained a Massachusetts ID card
in order to portray the subject, while the sub-
ject simultaneously obtained a Massachusetts
ID card using her alias.  The insurance com-
panies involved paid more than $25,000 for
this fraudulent claim.

The subject also lied about her lost earnings
following a fire at a beauty salon she owned

and operated.   When the insurance carrier
refused to pay her claim because of numerous
inconsistencies uncovered during its investiga-
tion of the fire, the subject filed suit seeking
$80,000 in damages.

Insurance carriers affected by the subject’s
fraudulent activity include Aetna, Amica, Arbella,
Liberty Mutual, Metropolitan, Safety, Sentry and
Travelers Insurance Companies.

On June 13, 2000 in Brockton Superior Court, a
jury found Nadia Jean-Michel guilty on seven
counts of motor vehicle insurance fraud, one
count of insurance fraud, one count of workers’
compensation fraud, one count of false repre-
sentation to the Department of Transitional As-
sistance, eight counts of larceny, one count of
perjury, one count of falsification of an operator’s
license, two counts of attempted larceny and two
counts of failure to file tax returns.  The jury
deliberated for two hours after a week long trial.
Jean-Michel was sentenced to six to ten years in
state prison.  Her accomplice, Enid Rosario,
was found guilty in July 1999 on two counts each
of motor vehicle insurance fraud and larceny.
She received a suspended sentence in the
House of Correction.  (see the October 1999
issue of focusFraud: “Brockton Woman Found
Guilty of Insurance Fraud.”)

The case was investigated by the IFB and the
Commonwealth’s Bureau of Special Investiga-
tions.  Special Agents of the Social Security
Administration assisted in the investigation, as
did detectives with the Stoughton Police Depart-
ment, officials of the Immigration and Naturaliza-
tion Service, and the Special Investigations Unit
of the Registry of Motor Vehicle.  The case was
prosecuted by former Assistant Attorneys Gen-
eral Erin Olson and Tim McDonough and Assis-
tant Attorneys General Lena Robinson and
David Andrews of Attorney General Tom Reilly’s
Insurance and Unemployment Fraud Division.

¨¨¨
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WORKERS’
COMPENSATION FRAUD

Aspiring Equestrian

SPRINGFIELD- A Vermont woman slipped, fell
and hurt her knee in a work-related injury while
employed at United Parcel Service in Spring-
field.  She collected temporary total disability
benefits for seven months following knee
surgery from Liberty Mutual Insurance Com-
pany.   The subject completed and signed an
Employee Earnings Report and indicated that
she had not received any earnings during the
period of time she was collecting benefits.
Investigation revealed, however, that while she
was collecting benefits, the subject was em-
ployed at a school as a stable worker and at
horse shows. An interview with a manager at
the school provided documentation that the
subject was employed and paid as an indepen-
dent contractor performing mainly secretarial
work.

The case against a Vermont woman was con-
tinued without a finding for six months on July
26, 2000 in Dedham District Court. She was
ordered to pay $632 in restitution.  The subject
had been charged with workers’ compensation
fraud and larceny. Former Assistant Attorney
General Tim McDonough of the AG’s Western
Massachusetts Office prosecuted the case.

Insurance Fraud is Woburn Man’s
Achilles Heel

WOBURN- A Woburn man allegedly suffered a
left Achilles tendon injury after falling from
stairs at his place of employment.  The subject
then claimed he developed a left knee injury a
couple of weeks after the initial injury.  He
began collecting $287 per week in temporary
total workers’ compensation benefits from The
Hartford Insurance Company.  The subject
subsequently stated to medical providers that
he was unable to perform his regular duties
and submitted an Employee Earnings Report
which indicated that he received zero wages
during the time he collected workers’ compen-
sation.  The subject was observed, however,
working for a restaurant performing carpentry

work, for which he was compensated, during the
time he was collecting workers’ compensation
benefits.

A Woburn man pled guilty to one count each of
larceny, attempted larceny and workers’ compen-
sation fraud and two counts of perjury in Middle-
sex Superior Court on October 12, 2000.  He was
sentenced to 2 ½ years in the House of Correc-
tion, suspended, and 90 days home arrest on an
electronic bracelet.  The defendant was also
placed on probation for four years and ordered to
pay $20,000 restitution.  Assistant Attorney Gen-
eral Catherine McClure prosecuted the case.

¨¨¨

AGENT/INSURANCE

PERSONNEL FRAUD

Former Claims Adjuster
Jailed

BOSTON- CNA Insurance Company employed a
Braintree man as an insurance adjuster in their
workers’ compensation claims department from
1991 through 1993.  As part of the adjuster’s
duties, he regularly hired private investigators to
perform surveillance on claimants who were ac-
cepting disability benefits from CNA.  The surveil-
lance was used to ensure that the injured
claimants were not working or engaging in other
activities which were inconsistent with their
claimed injuries.  The adjuster admitted that he
received bribes from two of these private investi-
gation firms, accepting cash kickbacks which
ranged from $100 to $200 per assignment.  CNA
became suspicious of the adjuster when it discov-
ered that he had paid one firm more than
$400,000 for surveillance over the two years he
worked for the carrier.  The adjuster hid the
excessive surveillance work by improperly identi-
fying the purpose of these payments on CNA’s
computers.

David C. Curtis, Jr. pled guilty to charges of
corporate bribery, making false entries in corpo-
rate books, larceny and filing a false tax return in
Norfolk Superior Court on September 18, 2000.
He was sentenced to 2 ½ years in the House of
Correction, 30 days to serve, and the remainder

(Continued on page 7)
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PREMIUM AVOIDANCE FRAUD

“Connecticut Attorney Convicted of
  Fraud” Case Update

BOSTON- A Woodbridge, Connecticut attor-
ney, in his capacity as corporate counsel for
two Massachusetts roofing companies, con-
spired to defraud the Home Insurance Com-
pany carrier by providing the carrier and its
auditor with fraudulent records which under-
stated the payroll of the companies and pro-
viding false, lower-risk job classifications for
their employees.  The attorney also concealed
his knowledge of pension fraud and embez-
zlement fraud perpetrated by the owner of
one of the companies.  The owner pled guilty
to pension fraud and embezzlement in 1997.
The attorney provided false computer sum-
maries to the auditor reviewing the roofing
company records which reflected the false
remittance reports filed by the company and
confirmed the company’s false representa-
tions regarding hours worked by its employ-
ees.

On July 31, 2000 in U.S. District Court,
Michael Feinberg was sentenced to serve
one year in prison, to be followed by four
months’ home detention and supervised re-
lease.  He was also ordered to pay $620,000
in restitution.  In March 2000, Feinberg pled
guilty to one count of conspiracy to commit
insurance fraud and one count of misprision
of felony relating to the commission of pen-
sion fraud and embezzlement.  The case was
investigated by the IFB and agents of the
Office of Investigations of the U.S. Depart-
ment of Labor’s Office of Inspector General.
The case was prosecuted by Assistant U.S.
Attorney Gary S. Katzmann of United States
Attorney Donald K. Stern’s Healthcare Fraud
Unit.

“Methuen Subcontractor Forges
 Certificate” Case Update

METHUEN- A trucking subcontractor on the Cen-
tral Artery/Tunnel Project admitted that he fraudu-
lently altered a certificate of insurance indicating
that he had current worker’s compensation insur-
ance with American International Insurance Com-
pany.  The subject took a certificate of insurance,
which his insurance agent had provided for his
auto insurance policy, and inserted his own fig-
ures to falsely represent that he also had workers’
compensation insurance.  The forgery was dis-
covered after one of his employees was injured
on the job and filed a claim, only to learn that the
company had no workers’ compensation cover-
age.

A Methuen man, owner of a trucking company,
pled guilty to failure to provide workers’ compen-
sation insurance and forgery of a certificate of
insurance on June 20, 2000 in Lawrence District
Court.  He was sentenced to one year probation
and ordered to pay $25,000 restitution and barred
from bidding or participating on state or munici-
pally funded projects for three years.  Former
Assistant Attorney General Ann Berlin from the
AG’s Insurance and Unemployment Fraud Unit
prosecuted the case.

¨¨¨

suspended with four years probation.  Curtis
was also ordered to pay $10,000 in restitution
and fines and he is not allowed to work in the
insurance industry for two years. The case
was prosecuted by Assistant Attorneys Gen-
eral John A. O’Leary and Martha H. Bower of
the Attorney General’s Insurance and Unem-
ployment Fraud Division.

(Continued from page 6)
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WASHINGTON-(BUSINESS WIRE)- The National
Insurance Crime Bureau (NICB) and the Char-
tered Property Casualty Underwriters (CPCU)
Society have joined forces in a public aware-
ness campaign to educate Americans about
insurance fraud.  On September 5, 2000 they
introduced a new website that provides infor-
mation about insurance fraud.

The consumer oriented website,
www.stopinsurancecheats.com                                                     , offers visi-
tors educational and interactive pages that
provide an overview of insurance fraud scams
in the U.S.  The site features: information on
fraud’s cost to consumers, a “name that fraud”
glossary, prevention tips, links to related web-
sites, details on how the insurance industry
fights back against these crimes, and re-
sources for media representatives.

The website is part of the NICB-CPCU Society
“Educating Against Insurance Fraud” campaign.
The three-year program aims to increase con-
sumer awareness about insurance crime through
a variety of grassroots communication vehicles.

The National Insurance Crime Bureau is a not-
for-profit organization supported by approximately
1,000 insurance and self-insured companies ded-
icated to fighting insurance-related crime.

The CPCU Society is a community of more than
30,000 credentialed insurance professionals in
154 chapters who promote excellence through
ethical behavior and continuing education.

¨¨¨

www.stopinsurancecheats.com                                                     


