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ATTORNEY GENERAL JOHN W. SUTHERS
To my fellow Coloradans,

It is a great privilege to serve as your Attorney General. Since becoming Colorado’s
37th Attorney General, I have had the honor of working with hundreds of dedicated
public servants at the Colorado Department of Law.

The 2013 Annual Report of the Colorado Department of Law is only a snapshot of
the work we do on behalf of the people of Colorado and our clients throughout state
government. From protecting Colorado’s water, to defending the state against
frivolous lawsuits, the work of the Department of Law’s affects Coloradans
throughout the state.

This year, the Department of Law moved into the new Ralph L. Carr Colorado
Judicial Center. Upon the building’s opening, we rededicated ourselves to the task of
ensuring that our nation and state remain wholly committed to the rule of law, to
the constitutional principles upon which our nation was founded, and to ensuring
that what transpires in this building reflects those highest ideals. Our new home
inspires us to never forget the sacrifices of those who've gone before us.

We will continue to provide ethical representation and legal advice of the highest
caliber to our client agencies and service of the highest quality to the people of

Colorado.

Sincerely,

ud.S.-‘ﬂEg_
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Attorney General John W. Suthers

John W. Suthers has served as District Attorney, presidentially-appointed U.S.
Attorney and now as Colorado’s 37t Attorney General, having served since January
of 2005. As Attorney General, he represents and defends the interests of all
Coloradans and is chief legal counsel and advisor to state government and its many
agencies, boards and commissions. In his tenure as Attorney General, Mr. Suthers
has initiated successful programs to protect children from Internet predators, reduce
mortgage and foreclosure fraud, and combat drug abuse in Colorado.

He has served on the executive committee of the National Association of Attorneys
since 2007 and has been a member of the U.S. Attorney General’s Executive
Working Group on Prosecution since 2005. In June, Mr. Suthers was awarded the
Kelley-Wyman Award by the National Association of Attorneys General. It is the
highest award given by the Association and is presented annually to the Attorney
General who has done the most to advance the interests of the Association.

He graduated magna cum laude from the University of Notre Dame with a degree in
Government and from the University of Colorado Law School. Mr. Suthers has
authored six books including No Higher Calling, No Greater Responsibility: A
Prosecutor Makes His Case, an analysis of the prosecutor’s role in the justice system.

Mzr. Suthers has served on the board of numerous civic organizations. He is an
adjunct professor at the University of Denver Law School and a Scholar in Residence
at the University of Colorado, Colorado Springs campus.



Colorado Department of Law — Annual Report | 2013

Chief Deputy Attorney General Cynthia Coffman

Photo courtesy of Terri Connell

Cynthia Honssinger Coffman serves as Chief Deputy to General Suthers and
supervises the attorneys and staff and manages all administrative functions of the
Department of Law. In September 2012, Ms. Coffman won Law Week Colorado’s
Barrister’s Best Award for Best Public Sector Lawyer.

Before joining the Office of the Attorney General in March 2005, Ms.Coffman served
as chief legal counsel to Colorado Governor Bill Owens. From 1999 to 2003, she
served as Director of Legal and Regulatory Affairs and later as Deputy Director of
the Colorado Department of Public Health and Environment. Previously, Ms.
Coffman worked for the state’s Office of Legislative Council and staffed the Senate
Judiciary Committee.

A native of Missouri and a graduate of the University of Missouri, Columbia, she
earned a JD at Georgia State University College of Law and practiced law in
Georgia before moving to Colorado in 1997. Ms. Coffman worked as an attorney for
the Georgia Attorney General and the Atlanta Committee for the Olympic Games.
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Solicitor General Daniel D. Domenico

W
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Attorney General Suthers appointed Dan Domenico as Solicitor General of Colorado
in April 2006. In 2012, he argued his first case before the U.S. Supreme Court, Wood v.
Milyard, concerning whether or not a federal appellate court can raise the untimeliness of a
convicted felon’s habeas corpus petition despite the issue not being decided at the district court
level. The state argued that the 10th Circuit Court of Appeals did not err in raising the issue.

Before joining the Office of the Attorney General, Mr. Domenico was special
assistant to the solicitor of the United States Department of the Interior. In that
role, he advised the Secretary and senior management of the Department on a wide
range of matters relating to National Parks, federal land, water resources, energy
production, and other issues important to Coloradans and citizens of the American
West. Prior to his work at the Interior Department, Mr. Domenico practiced for
several years in the Denver and Boulder offices of the national law firm Hogan &
Hartson. He also clerked for Judge Tim Tymkovich of the United States Court of
Appeals for the 10th Circuit (himself a former Colorado Solicitor General), and also
worked with U.S. Senator John Thune.

A Boulder native, Mr. Domenico received his undergraduate degree, magna cum
laude, from Georgetown University. He attended the University of Virginia School of
Law, where he served as editor for two academic journals, including the Virginia
Law Review, and was elected to the Order of the Coif.
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Mission: It is the mission of the Department of Law to provide professional, ethical,
and independent legal services to the State of Colorado and its citizens, to promote
respect for law and access to the justice system, to ensure the fair and open exercise of

government, and to protect and advance the public interest.

Vision: It is the vision of the Colorado Department of Law to be the premier law
enforcement agency and public law office leading the state with the trust, confidence,
and support of partners, consumers, and policy-makers, while committing to the
highest professional and ethical standards.

Focus: The Colorado Department of Law is focused on:

e Upholding the United States and Colorado Constitutions.

e Providing the highest level of ethical legal service to the State of Colorado.

e Defending the laws and officers of the State of Colorado from legal challenge.
e Protecting and preserving the quality of Colorado’s land, water and air.

e Advocating for policies that help law enforcement improve community safety.
e Protecting Coloradans from consumer scams and fraud.

e Ensuring that Colorado’s elections remain free from criminal fraud.

e Promoting open, accountable governance.



Colorado Department of Law — Annual Report | 2013

The Department of Law Budget

Total Fiscal Year 2012 — 2013
Appropriation: $58,700,676
Total Full-Time Employees: 433

Special
Consumer Purpose,
Protection, 5,265,386 Administration,

4,163,482 10,290,540

Water and
Natural
Resources,
2,448,124

Criminal
Justice and
Appellate,
10,815,135

Legal Services
to State
Agencies,
25,717,627




Colorado Department of Law — Annual Report | 2013

Consumer Protection
Section

The Colorado Attorney General’s
Office protects Colorado consumers
and businesses against fraud and
maintains a competitive business
environment by enforcing state and
federal consumer protection laws;
enforcing state and federal antitrust
laws; implementing and enforcing
provisions of the tobacco master
settlement agreements; enforcing
state laws on consumer lending,
predatory lending, debt collection,
rent-to-own, and credit repair; and,
advocating for residential, small
business, and agricultural public
utility ratepayers.

The Attorney General promotes
consumer protection through a variety
of initiatives and enforcement
activities. Consumer protection
enforcement activities are handled by
four distinct units which handle
numerous consumer protection laws.

Consumer Protection/Fraud Units

Consumer Complaints

In 2013, complaint intake processed
6,313 general consumer complaints
and 902 mortgage-specific complaints
for a total of 7,215 complaints. In
addition, intake received
approximately 11,238 phone calls and
3,948 pre-recorded message inquiries.

Education and Outreach

The Unit engaged in extensive
consumer education and outreach
efforts to Colorado consumers. The
Unit continued development and
issuance of consumer fraud advisories
and bulletins and circulated more
than 11,229 consumer fraud
publications throughout Colorado
including the “Identity Theft Repair
Kit” and the “Consumer Guide for
Military Members and their Families”
which was shared with 95 military,
veteran’s and nonprofit organizations
and statewide. As part of the outreach
efforts, the unit also continued
assisting the Public Information
Officer in communications and with
social media platforms. Between 2012
and 2013, the Office’s Facebook
exposure increased 138% and Twitter
586% compared to 2012.

Mortgage Fraud and Foreclosure
Prevention

The relief provided for under the
National Mortgage Settlement (NMS)
contributed to the housing recovery in
Colorado during 2013. Focus on
foreclosure prevention and protection
of homeowners continues. Under that
settlement, the five largest mortgage
servicing companies agreed to a $25
billion settlement that provides loan
relief for homeowners trying to save
their homes from foreclosure. As a
direct result of this settlement, more
than 7,500 Colorado homeowners
avoided foreclosure and received loan
relief totaling $425 million.

Colorado also recovered more than $51
million under this settlement for the



Colorado Department of Law — Annual Report | 2013

custodial purposes of foreclosure
prevention and housing stabilization.
This relief has gone a great distance in
helping Colorado’s housing market
recover from the foreclosure crisis,
including:

e Approximately $10 million was
committed to projects that will
create or preserve 900 affordable
housing units across the state.

e Two loan programs were funded
with $24 million to assist
homeowners avoid foreclosure.

e The $5.625 million dedicated to
housing counseling agencies
fortified and expanded housing
counseling services across the state
and in previously underserved
areas such as the Western Slope
and Northern and Southern
Colorado.

e The $1.5 million dedicated to
Colorado Legal Services made
legal services available statewide
for low income and elderly
residents who are in need of legal
assistance during a foreclosure.

In addition to these foreclosure
prevention efforts, this office has
continued investigations and lawsuits
against local companies that took
advantage of homeowners. The
Attorney General’s Office spent
considerable time and effort
investigating the billing practices of
law firms and related parties involved
in residential foreclosure in Colorado.
See In re Foreclosure Investigations,
Civil Action No. 13CV31914, Div. 203
(Denver Dist. Ct.).

Antitrust

The price fixing of e-books litigation
was a focus. The Section along with
the U.S. Department of Justice (DOJ)
and 16 other states sued Apple, Inc.
and five large e-book publishers for
conspiring to fix prices and restrain
competition in the e-books market.
After settling with the publishers, the
states and DOJ went to trial and
Apple was found guilty of price-fixing
e-books. Settlements with the
publishers will result in payments to
affected consumers totaling $166
million.

Tobacco

Under the 1998 Tobacco Master
Settlement (MSA) a favorable ruling
was obtained in the 2003 diligent
enforcement proceedings. An
arbitration panel ruled that Colorado
had diligently enforced its laws during
2003 with regard to cigarette sales
made by companies not participating
in the MSA. This ruling is expected to
result in the return of nearly $10
million in moneys withheld from
Colorado.

Consumer Fraud

The Unit continued to develop and
manage victim-restitution process by
utilizing electronic victim surveys and
questionnaires, document
management systems, notification
alerts, and actual distribution of funds
to victims. Restitution distribution
totaled $2,028,065.47 to 822
consumers.



Colorado Department of Law — Annual Report

2013

During 2013, the Unit took a series of
actions, including:

America’s Note Network/Dalbey
Education Institute: Two years of
contested litigation concluded with
a $330 million Consent Judgment
against infomercial telemarketer
Russ Dalbey and his wife. The
Consent Judgment contains
injunctive relief that prohibits the
Dalbeys from any further
telemarketing.

Argosy University: The for-profit
university agreed to fully
reimburse 61 students who
attended the school’s psychology
counseling program. None of the
students has obtained a license to
practice despite Argosy’s
representations that the program
would result in licensure. Argosy
must reimburse the students for
all tuition paid to the school as
well as a significant portion of the
student’s living expenses incurred
during their time at Argosy.
Argosy must discontinue
representing its doctorate of
education in counseling psychology
program as a licensure-track
program.

Boobies Rock/Adam Shryock —
Defendant Adam Shryock
misrepresented his businesses,
Boobies Rock and Say No 2
Cancer, as charitable companies
selling merchandise to raise money
for cancer patients and their
families. The office filed for a joint
and several default judgments
against all defendants for
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approximately $4 million. The
office alleged that Shryock is in
contempt of the court’s preliminary
injunction order prohibiting him
from further charitable sales and a
contempt hearing is set for early
January 2014.

e Magazine Sales/Brian Patterson:
The Colorado Attorney General
obtained a $6 million judgment
against magazine seller Michael
Brian Patterson following a three-
day trial. The Court found that
Patterson engaged in a pattern of
convincing consumers that their
existing magazine provider was
calling to offer a reduction in their
current magazine subscription.

Consumer Credit Unit

The Consumer Credit Unit enforces
nine state credit-related laws: the
Uniform Consumer Credit Code
(consumer finance), including the
Consumer Equity Protection Act
(predatory lending), and the Deferred
Deposit Loan Act (payday loans), the
Fair Debt Collection Practices Act
(collections), the Child Support
Collection Consumer Protection Act
(private child support collections), the
Debt-Management Services Act (credit
counseling and debt settlement), the
Credit Services Organization Act
(credit repair), the Rental Purchase
Agreement Act (rent-to-own), and the
Refund Anticipation Loans Act.
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Lending Practices

The Unit regulated and supervised
751 licensed lenders consisting of
payday lenders (34%), mortgage
companies (50%), finance companies
(14%), and small installment and
other lenders (2%). Credit laws were
enforced against 1,390 other
companies including creditors that sell
goods and services on credit, sales
finance companies that collect those
contracts, and rent-to-own companies.

Required refunds of more than $1.4
million to Colorado consumers in
excess finance charges and other
credit overcharges from compliance
examinations, investigations of
consumer complaints, lawsuits, and
settlements. Obtained $66,000 in
penalties, costs and fees from
settlements and lawsuits.

Conducted 263 compliance
examinations of licensed lenders,
creditors, and sales finance companies
and required them to take corrective
action and refund overcharges.

Investigated 362 written consumer
complaints against licensed lenders,
creditors, sales finance companies and
credit repair companies.

Obtained a favorable ruling from the
Court of Appeals in Oasis Legal
Finance, LLC and Funding Holding,
Inc. dba LawCash’s finding that
monies advanced to consumers
involved in personal injury litigation
were loans governed by the Uniform
Consumer Credit Code.

e Tulips Investments: In the Tulips
Investments, LLC d/b/a

11

CashBanc, the Colorado Supreme
Court granted cert to review the
Colorado Court of Appeals’
favorable ruling that the state’s
investigative subpoena authority
extended to out-of-state businesses
doing business in Colorado.

e Cash Call: Commenced litigation,
simultaneously with the Consumer
Financial Protection Bureau
against CashCall, WS Funding,
Delbert Services and <J. Paul
Reddam for the servicing and
collecting on illegal loans made by
Western Sky and other entities.

e Cease & Desist: Sent five cease and
desist advisory notices to
unlicensed payday lenders, seven
cease and desist advisories to
merchants for illegal credit card
surcharges, and two to an auto
dealer for advertising violations.

Debt Management

e Regulated and supervised 46 credit
counseling and debt settlement
companies.

e Investigated 35 written complaints
against debt-management
providers.

¢ Conducted four compliance
examinations on registered debt-
management providers.

e Obtained a stipulation and final
agency order of $225,000 and a
permanent injunction against
Credit Answers, LLC and William
B. Loughborough, in an
administrative action for providing
debt-management services to
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Colorado consumers without
complying with the state’s
consumer protection laws.

Handled appellate cases in the
Colorado Court of Appeals: Morgan
Drexen, Inc., et al. was appealed
from a Denver District Court
decision that held when the
company provided debt-
management services under the
purported supervision of attorneys,
it was exempt from the Debt-
Management Services Act; and
Johnson Law Group (Florida) was
appealed from a Denver District
Court decision dismissing the
state’s claims based upon the
attorney exemption.

Filed a lawsuit against registered
debt-management services
provider, Freedom Debt Relief,
alleging various violations of the
Colorado Uniform Debt-
Management Services

Act. Freedom Debt Relief is the
largest registered provider of debt-
settlement services in Colorado.

Initiated administrative action
against Century Negotiations, a
registered provider of debt-
management services, alleging
that Century Negotiations’
business practices violate the
Colorado Uniform Debt-
Management Services Act in
numerous respects.

Sent 26 informational packets to
companies about the debt-
management law based on internet
searches, consumer complaints and
media advertisements.

Debt Collection

Regulated and supervised 785
licensed collection agencies.

Investigated 1,023 written
complaints and inquiries against
collection agencies.

Investigated or litigated 64 cases
and obtained $347,120 in fines,
payments and consumer
restitution through voluntary
stipulations and settlements.

Conducted compliance
examinations on six licensed
collection agencies.

Filed a lawsuit against a debt
buyer, United Credit Recovery and
its principal Leonard Potillo, a
local collection agency GTF
Services and its law firm Standley
& Associates, for the making,
distribution and use of fraudulent
affidavits in debt collection actions
against Colorado consumers.

Resolved administrative charges
against Lighthouse Recovery
Associates, LLC involving 12
consumer complaints, faulty
collection notices and collecting on
illegal payday loans. The Agency
signed a stipulation and paid a
total of $60,000. Administrative
charges were also resolved against
Diversified Consultants, Inc.
d/b/a Differentiated Consultants
International, Inc. The agency
signed a stipulation and is paying
a total of $40,000. And, resolved
administrative charges against
Glass Mountain Capital, Inc. that
allowed its license to expire yet
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continued to engage in unlicensed
debt collection. The Agency signed
a stipulation and paid a total of
$21,000.

e Issued 96 cease and desist notices
to unlicensed collection agencies.

Office of Consumer Counsel Unit

The OCC Unit provides legal support
and represents the Office of Consumer
Counsel (OCC) which advocates before
the Public Utilities Commission on
behalf of residential, small business,
and agricultural electricity, natural
gas, and telephone ratepayers. On
behalf of the OCC, staff in this Unit
appeared or worked on 80 matters
before the Commission, including
protests, interventions, and
rulemaking activities and before
Colorado Courts. Consumer realized
savings of approximately $50.2
million. Some of the significant cases
this year include:

e Public Service Company of
Colorado (Public Service) Advise
Letter seeking a multi-year plan
which would increase its natural
gas revenue requirement by
approximately $82.2 million in
2013, $9.8 million in 2014 and
$12.1 million in 2015. The OCC
opposed the proposed multi-year
plan and recommended that the
Commission approve a single rate
increase based on a historic test
year of more than $43 million. The
administrative law judge (ALdJ)
issued her recommended decision
denying the multi-year plan which

13

the Commission approved and a
revenue requirement increase of
$29.6 million was approved.

Public Service Company
Application seeking approval of its
2011 Electric Resource Plan (ERP).
Subsequent to this filing, Public
Service filed two additional
applications seeking to retire its
Arapahoe No. 4 coal-fired
generating station by the end of
2013 and to enter into a multi-year
transaction with Southwest
Generation Operating Company
(Arapahoe 4 Application) and to
acquire the Brush Units No. 1, 3
and 4 generating facilities (Brush
Application). In January, the
Commission approved Public
Service’s ERP application;
approved the Arapahoe 4
application, in part; and denied the
Brush Application. In Phase IT of
this proceeding, Public Service
filed its 120 Day Report seeking
approval of its preferred portfolio
of electric generation. The OCC
filed its Comments and a Phase 11
decision is pending.

Public Service Company
application seeking to recover
approximately $16.6 million in
costs incurred in the SmartGrid
City Project (SGC Project) in
Boulder. The $16.6 million was not
included in the Commission’s prior
order which granted Public Service
recovery of $27.9 million for the
SGC Project. The OCC filed
answer testimony criticizing how
Public Service handled the SGC
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Project and recommended that the recommended decision denying
Commission deny Public Service Public Service’s application for
recovery of the $16.6 million. The additional SGC Project cost
ALJ in January issued his recovery.

14
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Criminal Justice Section

The Criminal Justice Section of the
Colorado Attorney General’s Office is
recognized as a premier prosecutors’ office
in the state. The Section assists local
prosecutors and law enforcement agencies
throughout the state on matters that
occur in more than one local jurisdiction,
including presenting cases to the
statewide grand jury and serving as
special district attorneys in local counties
as requested. Section members provide
special assistance to district attorneys in
complex violent crimes including
homicides and cold cases. The section also
prosecutes multi-jurisdictional cases that
include human trafficking, major drug
trafficking organizations, white-collar and
environmental crimes. The Section also
prosecutes crimes in which it has original
jurisdiction that include securities,
insurance, Medicaid, and election fraud.

Prosecution of crimes in the Criminal
Justice Section may be initiated through
direct filings, in which the prosecutor files
charges directly with the court, or
through the use of the statewide grand
jury, which hears testimony, views
evidence and decides whether to issue
criminal charges through an indictment.

The Peace Officer Standards and Training
Board (POST) is also overseen by this
Section and coordinates the prosecution of
foreign fugitives.

Colorado Justice Review Project

In its fourth year of existence, the
Attorney General’s Office again led the
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Colorado Justice Review Project (JRP) in
reviewing criminal convictions pursuant
to a grant from the National Institute of
Justice’s Post-Conviction DNA Testing
Assistance Program. The JRP staff
consists of two attorneys, a criminal
investigator and legal interns who review
cases to determine whether DNA testing
would identify a different perpetrator of
the crime and establish innocence for an
incarcerated inmate. The work of the JRP
is a collaborative effort with the Colorado
Department of Corrections, the Colorado
Bureau of Investigation, members of the
defense bar, the Colorado State Public
Defenders Office and the Office of
Alternate Defense Counsel, law
enforcement agencies across the state and
with the elected District Attorney’s
Offices.

JRP Highlights from 2013 include:

e (Collaborated with the Denver
District Attorney’s Office and
reviewed cases originating in the
21 counties outside of Denver
County while JRP staff at the
Denver District Attorney’s Office
reviewed cases originating in
Denver County.

e In cooperation with the Colorado
Department of Corrections
distributed applications to more
than 7,900 inmates incarcerated
on crimes of violence in the
beginning of 2012. Application
review continued through 2013
with more than 600 inmates
seeking to have their cases
reviewed for possible exoneration
through DNA testing.
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e Following the April 2012
exoneration of Robert Dewey, the
JRP was called upon by the state’s
legislature to assist in drafting a
bill to compensate those who had
been wrongfully incarcerated. In
June of 2013, Governor
Hickenlooper signed the bill into
law, granting Mr. Dewey more
than $1.1 million in compensation
for his nearly 17 years of wrongful
incarceration.

Foreign Prosecutions Unit

The Foreign Prosecutions Unit (FPU) is
an extremely effective, internationally
recognized unit that saves Colorado
millions of dollars in prosecution and
incarceration expenses every year.
Through dedication and strong working
relationships, the work of the FPU
ensures justice for victims and their
families, helps prevent fugitives from
committing additional offenses in Mexico,
and most importantly, brings these
fugitives to justice. The FPU works with
Mexican authorities to prosecute,
apprehend and incarcerate fugitives in
Mexico.

Foreign prosecutions occur when a victim
or defendant is a Mexican national and
the offender has fled from the United
States to the Republic of Mexico. The
fugitive can be subjected to prosecution by
Mexican authorities in Mexico pursuant
to Article IV of the Mexican Federal Penal
Code (Article IV) and also by mutual
agreement through an international
treaty. These proceedings are based on
casebooks submitted by the FPU
investigator to the Federal Attorney
General’s Office of the Republic of Mexico
in Mexico City — the Procuraduria
General de la Republica (PGR). Mexican

authorities have supported Colorado law
enforcement through extradition or
expulsion of suspects. Working with
Mexico, and U.S. agencies including
HSI/ICE, U.S. Marshal’s Service and the
FBI, the FPU continues to assist as a
liaison for federal, state and local agencies
in returning American citizens to stand
trial in this country.

When witnesses return to Mexico after a
crime is committed and are later needed
for the prosecution, the FPU provides
assistance to the local district attorney’s
offices to return the witnesses to Colorado
pursuant to a Significant Public Benefit
Parole Visa issued through Homeland
Security and the State Department.

Key FPU accomplishments from 2013
include:

e Completed investigations on
several Article IV cases and
continued work on open case
investigations and filings for the
Mesa County Sheriff’s Office, El
Paso County Sheriff’s Office,
Aurora Police Department, Federal
Heights Police Department, Adams
County Sheriff’'s Office, Montrose
Police Department, Thornton
Police Department, Evans Police
Department, Colorado Springs
Police Department, Westminster
Police Department, and Greeley
Police Department. The
investigator is responsible for
continued work on outstanding
arrest warrants and works with
the respective law enforcement
agencies to conduct follow-up
interviews of witnesses and to
develop further information to
locate and apprehend fugitive
suspects.
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e With FPU assistance, Mexican
authorities apprehended several
suspects charged with murder and
who are currently in custody
awaiting the Mexican federal
court’s ruling and sentencing
orders.

e Located and assisted in the return
of witnesses to Colorado from
Mexico to testify in a murder trial
in the 34 Judicial District. Because
of FPU’s efforts in securing the
witnesses’ attendance at trial, the
defendant pled guilty.

Victim Assistance Program

The Victim Assistance Program and its
Victim Services Coordinator are a
resource to prosecutors and investigators
in the Criminal Justice Section as well as
other units within the Department of
Law. The Victim Services Coordinator is a
liaison for the Department of Law to the
statewide network of victim services. The
Coordinator holds positions on the
Colorado Organization for Victim
Assistance (COVA), the Sex Assault
Interagency Council (SAIC), the Colorado
Coalition Against Sexual Assault
(CCASA), the Victim Witness
Coordinators Networking Group, and the
Domestic Violence Program. Additionally,
the Coordinator is a resource within the
Department of Law for employees
suffering intimate partner violence and
other types of victim issues in their lives
and provides support and referrals in
keeping with the Office’s Domestic
Violence Policy.

In 2013, the Victim Assistance Program
was called upon to:

e Provide support when Nathan
Dunlap’s death sentence was given
a temporary reprieve by Governor
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Hickenlooper. The coordinator took
lead in hosting the victim and
families of the murder victims by
defendant Dunlap.

e The Coordinator also added trial
support to the program’s services
and assisted CJS prosecutors in
witness coordination and services
in murder and insurance-fraud
cases.

e Victim Assistance Program
provided more than 1,600
notifications to victims of violent
crimes while the convictions and
sentences in the offenders’ cases
were on appeal. Other services
provided to crime victims were
post-trauma advocacy, referrals to
Victim Compensation and other
community resources, and
accompaniment to 15 oral
arguments in the Colorado Court
of Appeals and the Colorado
Supreme Court.

Prosecution Assistance Unit

The Criminal Justice Section was proud
to create a new unit in September, the
Prosecution Assistance Unit (PAU). The
existing Colorado Justice Review Project,
The Foreign Prosecutions Unit and Victim
Assistance Program now comprise the
new unit which will create efficiencies in
the section.

Securities Fraud Unit

Each year, millions of dollars are taken
from Colorado citizens through securities
fraud which takes many forms including
pyramid schemes, Ponzi schemes, o1l and
gas investment schemes, and “fix-and-



Colorado Department of Law — Annual Report | 2013

flip” housing scams, among others.
Colorado’s aging population is often
specifically targeted by those seeking to
perpetrate investment crimes, and the
resulting losses to retirement funds and
life savings can be catastrophic. In
addition, due to the impending explosion
of retirees, the potential for losses are
ever increasing.

The Attorney General was granted the
authority to aggressively prosecute
criminal violations relating to securities
and securities fraud. The Office of the
Attorney General is recognized statewide
for its expertise on securities fraud
matters and works many high-profile
cases. The Unit utilizes its original
jurisdiction to independently investigate,
charge and prosecute securities violations
statewide. The Securities Fraud Unit
frequently utilizes the statewide grand
jury for these sophisticated and complex
cases and collaborates closely with the
Colorado Division of Securities and
Colorado law enforcement agencies to
prosecute these crimes. The Unit is made
up of two attorneys, two investigators, a
paralegal and half of the time of an
administrative assistant.

In 2013, investigators continued work on
some 2012 cases and reviewed a total of
93 complaints derived from multiple
sources, including law enforcement
agencies the Colorado Division of
Securities, citizens, and a complaint
website. After review, investigators and
attorneys ultimately referred some cases
to other sources or determined further
formal investigation was not warranted.

Key accomplishments from 2013 include:

e The Unit obtained guilty pleas
from six defendants who
committed securities fraud and
secured restitution orders totaling

$4,040,002 on behalf of 57 victims.
In all but one case, the charged
defendant was convicted of one or
more violations of class three
felony securities fraud. Most
defendants were sentenced to the
Colorado Department of
Corrections.

e To ensure restitution is made
regularly to victims of securities
fraud, the Unit tracks restitution
that is paid into various court
registries throughout Colorado.
The Unit tracked restitution
payments on behalf of 2,553
victims during 2013. More than
$108,936.77 was collected by the
courts on behalf of victims.

Noteworthy in 2013 include:

e People v. Clinton Fraley: Clinton
Fraley worked for several
investment companies and then
started his own investment firm
called “Wealth by Design, Inc.”
Fraley solicited friends and
acquaintances to invest with this
new firm. Without authorization,
Fraley requested redemption of
retirement and other investment
accounts of four clients from a
mutual fund company where the
funds were held. He then
physically intercepted the
redemption checks at the homes of
his clients and forged those checks
converting more than $500,000 of
client money. He used the money
for his own gain and purchased a
townhome and an interest in an
airplane. He was convicted of
securities fraud and sentenced to
serve 12 years in the Department
of Corrections.
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e People v. Martin Hutcheson:
Martin Hutcheson solicited
investors for real estate purchases
and collecting more than $1
million dollars over approximately
five years. Hutchison met most
investors through a church
connection and told them that he
would use their investment funds
to purchase distressed homes,
make needed repairs and
improvements on those homes, and
then resell them at a substantial
profit. Rather, he used the vast
majority of the collected money for
personal expenditures, including
renovations to his own
residence. Hutcheson pleaded
guilty to two counts of securities
fraud and agreed to pay restitution
of $1,076,718.11 and was
sentenced to 12 years in the
Department of Corrections.

Insurance Fraud Unit

Colorado residents pay many millions of
dollars annually in insurance premiums.
When insurance fraud in its many varied
forms occurs, those costs are not only
borne by the insurance companies, they
are also passed on to Coloradans in the
form of higher premiums and insurance
costs. Typical cases involve staged
accidents, theft of premiums, fraudulent
claims, contractor fraud and overbilling
for services. The Insurance Fraud Unit is
tasked with the investigation and
vigorous prosecution of criminal offenses
relating to insurance fraud. Charges often
involve crimes such as theft, forgery,
identity theft, and in some instances,
racketeering. The Unit consists of four
attorneys, six investigators, one full-time
paralegal, one half-time paralegal, and
half of the time of an administrative
assistant. This Unit is uniquely situated
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to handle insurance fraud cases and staff
is highly regarded statewide due to their
expertise in this area. Staff share their
expertise and provide assistance to other
investigators and law enforcement
throughout the state.

The Unit continues to see a large number
of staged accidents of motor vehicles. In
terms of loss, The Unit has been
attempting to coordinate the
investigations of staged accident rings
with the dozens of insurance companies
affected. During 2013, the Unit continued
to experience a dramatic increase in
referrals receiving 1,717 referrals of
potential criminal cases relating to
insurance fraud (by comparison, in 2012
there were 1,385 referrals). Most 2013
referrals were made to the Unit by the
Colorado Division of Insurance and the

National Insurance Crime Bureau
(NICB).

In addition, the Unit investigated and
responded to a number of citizen
complaints. The Unit continues to work
larger, more complex cases both internally
and in conjunction with other law
enforcement agencies. It conducted
several large and complex investigations
in the statewide grand jury and obtained
grand jury indictments some of which
carried over from 2012. By collaborating
with the National Insurance Crime
Bureau, the Unit leveraged its unique
expertise to initiate investigations based
upon analysis of crime patterns and the
assimilation of insurance data. Insurance
crimes often goes unnoticed by individual
insurance companies because the claim
losses are spread out among different
companies. The Insurance Fraud Unit is
changing that.

In 2013, the Unit opened 147 new
investigations after screening all of the
case referrals to determine which cases
had potential for verifiable criminal
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activity. The Unit recorded the following
categories for referrals: 763 auto, three
annuity, 153 accident and health, 23 life
insurance, 353 homeowners, 69 workers
compensation, five commercial, 40
commercial auto, one title, 48
agent/broker, and 259 others. 51 new
felony criminal cases were filed in
Colorado courts by complaint or by
indictment in Adams, Arapahoe, Denver,
El Paso, Jefferson, Mesa, Montrose,
Pueblo, and Weld counties. During 2013,
the Unit supervised the restitution
payments of 52 defendants on probation
for insurance fraud-related crimes and
collected $293,655.15 in restitution.
Additionally, the Unit achieved new
restitution orders totaling $3,395,207.21.

Noteworthy cases prosecuted in 2013
include:

e People v. Chiniece Carter:
Chiniece Carter was indicted by
the statewide grand jury for
violating the Colorado Organized
Crime Control Act, theft and

forgery. Carter ran a sophisticated

criminal enterprise built around
the submission of false insurance
claims and forged documents. For
example, she reported fictitious
accidents to insurance companies
then submitted forged hospital
bills and requested

reimbursement. On the date of the

alleged accident, Carter would

take her children to the emergency

room and request a medical
evaluation. She would then alter
the medical billing invoices and
substantially inflate the cost of
treatment. The altered documents
were then submitted to various
insurance companies. Because
these claims involved injuries to
children, payment was often
expedited. After law enforcement
confronted her, Carter recruited

several others to submit
fraudulent claims on her behalf. In
total, she submitted more than
twenty fraudulent insurance
claims and stole approximately
$200,000.

e People v. Brionna Nguyen:
Brionna Nguyen was indicted by
the statewide grand jury on
multiple counts of insurance fraud
spanning 17 years. Nguyen was
involved in more than nine motor
vehicle accidents between 1994
and 2011 for which she filed
fraudulent insurance claims.
Nguyen claimed and received
treatment for soft tissue injuries,
often denying to insurance
providers or medical professionals
that she had any prior accidents or
injuries. She also repeatedly
claimed and was paid for the same
motor vehicle damage paid for in
previous accident claims. Nguyen
would often set up the accidents to
occur by stopping at the bottom of
an icy hill during a snowstorm.
Insurance companies paid more
than $250,000 to or on behalf of
Nguyen as a result of the
fraudulent claims. She was
convicted of 21 counts of theft and
forgery, including four Class 3
Felonies.

Medicaid Fraud Control Unit

Colorado pays approximately $5.6 billion
each year to more than 10,000
participating Medicaid providers such as
nursing homes, physicians, psychologists
and mental health therapists, dentists,
pharmacies, laboratories, hospitals,
clinics, and durable equipment providers.
More than 700,000 Coloradans qualified
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for Medicaid benefits in 2013. The
Medicaid Fraud Control Unit (MFCU)
preserves state resources devoted to
Colorado’s Medicaid program and protects
those funds against fraud.

The Unit defends the financial integrity of
the state’s Medicaid program and the
safety of patients in Medicaid-funded
facilities. Staff investigate and prosecute
fraud by providers against the Medicaid
program as well as patient abuse, neglect
and exploitation in Medicaid-funded
facilities. The MFCU serves as an
authority and training resource on abuse
prevention and investigations.
Additionally, it pursues civil recoveries
and damages against providers under the
Colorado Medicaid False Claims Act.

The MFCU works closely with its
counterparts in others states and the
federal government on a broad range of
fraud cases that span multiple
jurisdictions. In 2013, several of these
cases resulted in regional and nationwide
settlements that included activities
occurring in Colorado. Other cases
resulted in federal criminal charges being
filed against individuals and corporations.
MFCU members also participate in
several working groups with local law
enforcement and other agencies dedicated
to combatting healthcare fraud.

In 2013, the Unit opened 143 cases (135
fraud and eight patient abuse/neglect)
and 14 new criminal cases were filed with
the courts throughout Colorado. MFCU
obtained 14 criminal convictions and 35
civil settlements and recovered
$10,935,419.10. In addition, 140 cases
were resolved and closed.
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Key cases from 2013 include:

People v. Melody Stoops, People v.
Kathy Nunemaker, and People v.
Lois Hickman: These three
individuals were co-actors in a
common scheme to defraud
Medicaid. Melody Ann Stoops, who
operated a medical billing
company, conspired with Kathy
Nunemaker, a speech therapist,
and Lois Hickman, a physical
therapist, to submit false
information to the Medicaid
program to collect inappropriate
payments. All three were convicted
of felonies and sentenced to pay
$54,000.00 restitution, court costs
and fees, perform 248 hours of
Useful Public Service and serve 10
years on probation.

People v. Sandra Arguello: Sandra
Arguello pleaded guilty to felony
theft in Arapahoe County District
Court. Investigation by the MFCU
revealed that Arguello, a
participant in Medicaid’s
Consumer Directed Attendant
Support Services (CDASS)
program, submitted fraudulent
timesheets to Medicaid indicating
that services were being provided
when, in fact, they were not and
Medicaid paid Arguello based on
the fraudulent time sheets.
Investigation further revealed that
Arguello stole the personal
information of another individual
in order to make the criminal
scheme work. The court ordered
Arguello to serve 60 days in jail
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prohibited.

e Colorado False Claims Act lawsuit
against Columbine Express: The
Civil Division filed the state’s first
lawsuit under the Colorado False
Claims Act in Jefferson County
District Court alleging that
Columbine Express, LLC, a
Medicaid transportation provider,
billed the state for transportation
that it was not licensed by the
Public Utilities Commission (PUC)
to provide. Without PUC licensure,
such claims are not reimbursable
under the program. The case is
expected to resolve in 2014.

e Hospital Billings Program: The
Civil Division saw further success
in its hospital billings program,
where claims analysis is done to
determine whether a home health
or home services provider is billing
for any services provided during
times when the client is in the
hospital. Home services may not be
billed during hospitalization times,
and the MFCU has discovered
dozens of providers submitting
such bills on small or large scales.
At the close of 2013, the MFCU
settled approximately 45 cases
with such providers, netting a total
of $81,230.29 in reimbursements
and penalties.

Special Prosecutions Unit

The Attorney General has statutory
authority to prosecute specifically
enumerated crimes including

environmental violations, tax fraud,
mortgage fraud, election fraud, workers
compensation fraud and other of fraud-
related offenses including check and
credit card fraud. Additionally, the
Attorney General functions as the legal
advisor to the statewide grand jury. This
function further allows the Special
Prosecutions Unit to undertake the
investigation and prosecution of complex
criminal cases that occurred in multiple
judicial districts throughout the state.
These complex cases in