09/5EP, 5. 2004917: 21 PMLT2266125

o

£

\a‘
N
N
N
N

70

Uy AlLLY vrrive NO 0800 P n-

U.S. Department of Justice

United States Attorney
Southern District of Indiana

Vi

CONTACT PERSON:

SUSAN W. BROOKS

United States Attorney

(317) 226-6333

FOR IMMEDIATE RELEASE:

10 Wesr Market Stres?
Suite 2100
Indianapolls, Mdlena 462043048

September 28, 2004

(317)226-6333
TDD (317)226-5438

FAX NUMBERS:

Crimingl (347)226-6125
Administration (317)226-5176
Civil (317)226:5027
FLY(317) 2260133
OCOETF(3)7)220-5953

TRIO CHARGED IN HEALTH CARE FRAUD CONSPIRACY

PRESS RELEASE

Snsan W. Brooks, United States Attorney for the Southern District of Indiana,

announced that PAUL SCALI, RUSSELL ROTH and DAVID. NORRIS , Indianapolis,

Indiana, were indicted by a federal grand jury sitring in Indianapolis for conspiracy to

embezzle 2 health care provider, following an investigation by the Department of Labor,

Employee Benefits Security Administration and the Indiana State Insurance Commissioner,

Indiana Insolvency Corporation.

Federal law allows for associations of businesses to purchase health insurance for its

members through the formation of a trust. These trusts are known as Multiple Employer

Welfare Arrangements (MEWAs). Associations of constriction industry trades in Indiana

formed one of these trusts, called the Indiana Construction Industry Trust ICIT) and




09/5EP, 28, 20040.17: ) 1PMT2266125 US ALLY urriuk
NO. 0800 P, 3

purchased health care for its members, A representative from each association was a trustee
of the board of ICIT and oversaw the collection of premiurss and provision of health care
benefits.

For many years ICIT contracteci with Anthem Blue Cross to provi_de virtually all its
health benefit services. However, in around 1999-2000, the hoard of trustees of ICIT decided
it could provide health benefit services much cheaper if it administered the services itself. By
early 2000 the plan, was operating independently. As the trust began administering the h’eneﬁ:s
itself, Scali and Roth ran the day to day operations of the administration of the benefits. In
March 2001 Scali hired David Norris, 2 CPA, to serve as the plan’s accountant,

As part of running the plan, Scali opened numerous financial accounts. Berween
February 2001 and March 2002 Scali wrote over $300,000 in checks to himself, Roth and
Nortis for their personal use.  Other personal benefits were arratiged for all three, including
private airplane travel for vacations, and health insurance for friends and family members.

The board of trustees did not know about, or approve of, any of these benefits, They
have been clear that if they had known about them they would not have approved them. On
the contrary, Scali, Roth and Norris, who attended and ran virtually all of the board meetings,
withheld vital financial information regatding how the trust was being operated.

As the trust was failing by the end of 2001, the auditors were scheduled to appear for
the 2001 end-of-year audit. Scali, Roth and Norris concocted a séticme in Which they leased
precious gems for $30,000 for 6 montﬁs, and declared them as 'ani asset on the trust’s balance

sheet worth $2.9 million.
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According to Assistant United States Atxoméy Winfield D. Ong, who is prosecuting the
case for the government, all three defendants face a masimum possible pr'ison sentence of ten
years and a maximum possible fine of $250,000. An initial heanng‘wﬂl be schednled for each
defendant before a U.S. Magistrate Judge in Indiamapolis.

The indicoment is an allegarion only, and the defendant is presumed innocent unless and

until proven guilty at trial or by guilty plea.




