Arrests and Convictions

First Quarter 2004 — 2006

The Frauds Bureau posted 155 arrests for the first three months of 2006, versus 174
for the same period in 2005.

Number of Arrests
First Quarter 2004 - 2006

Contributing to the January — March 2006 total were the following:

At a meeting with the Attorney General’s Office in the spring of 2005, the Frauds
Bureau and members of the Workers” Compensation Fraud Inspector General’s
Office began to plan strategy for a workers’ compensation fraud sweep in upstate
New York. The plan came to fruition with the arrest of 14 individuals in January
2006. Most of the arrests involved collection of benefits while gainfully employed. In
one case, however, an employee sustained a work-related injury at a location that was
not properly insured. The employer conspired with his employee to lie about how and
when he was hurt, which constitutes premium fraud. In all, insurers paid out about
$250,000 in unwarranted benefits, with $108,000 alone going to one suspect who was
an elected official in the Town of Copake. The State Insurance Fund was also
involved in the investigation that led to the arrests.

Following a lengthy undercover investigation, the owner of a Suffolk County auto
body shop was arrested and charged with insurance fraud. The shop allegedly
enhanced damages to cars in order to generate larger insurance payouts. In addition,
they billed insurers for work that was unnecessary or not done at all and billed for
used replacement parts that they claimed were new. This investigation also resulted in
the arrest of another body shop owner in November 2005 on similar charges. The
Frauds Bureau, the Suffolk County Police Department and the Suffolk County DA’s



Office conducted the investigation with the assistance of Liberty Mutual, GEICO and
Chubb Insurance Companies.

A two-year-long investigation led to the arrest on March 15 of a well known Albany
area prize fighter and his wife, father, sister, brother and sister-in-law for staging
accidents and filing fraudulent insurance claims. The matriarch of the family was
arrested the following day. They are suspected of staging hundreds of accidents over
the past 15 years, targeting elderly and drunken drivers. They then filed claims and
collected as much as $750,000 in phony insurance payouts. They were able to escape
detection for so long because they kept the accidents relatively minor and filed claims
for relatively small insurance payments. The arrests were the result of the joint efforts
of members of an auto fraud task force that included the Frauds Bureau, the Albany
Police Department, the Albany County DA’s Office and the Department of Motor
Vehicles.

The number of convictions obtained by prosecutors in Frauds Bureau cases totaled
141 for the first quarter of 2006 compared with 132 for the first quarter of 2005 and
101 in 2004.

Number of Criminal Convictions
First Quarter 2004 - 2006

The Frauds Bureau received 6,194 reports of suspected fraud during the first three
months of 2006, down about 11% from the same period in the prior year. The Bureau
has asked the industry to report not only clear incidents of insurance fraud but even
those incidents with just the suspicion of fraud. Yet in the past three years, we have
seen a decrease in the number of fraud reports submitted by the industry, a trend



directly related to the combined efforts of Frauds Bureau investigators and
prosecutors. Aggressive enforcement of the law leads to a reduction in crime.

The Frauds Bureau achieved its goal of Web-based fraud reporting in the past year.
Insurers now report suspected fraud electronically directly via the Web site through a
system known as the Blue Zone, which replaced the previous dial-up method using
the AT&T Global Network.

Number of Fraud Reports Received
First Quarter 2004 - 2006
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