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Background 

1. 2016: Auditor General conducted health benefits 
audits. Recommendations: 

• Better upfront controls 
• Conduct audits of the benefits administrator 

2. City acted, and incorporated stronger fraud 
controls and audits 

3. Since then, we have conducted 2 health benefits 
reviews 

1. Data analytics review of Dental claims (AU6.4) 
→ Great results 

2. This investigation into employee benefits fraud 
(AU6.1) 

2 



 

    
 

      
   

    
     

   

   
  

Why This Investigation Matters 

This investigation has determined that fraud has occurred. 
The purpose of the report is to: 

1. Inform City employees and service providers that the City 
now has sophisticated fraud detection controls in place 

2. Educate employees and others about the forms of 
health benefits fraud so that those providing or receiving 
services can help to identify, report and stop fraud 

3. Help to deter those thinking about committing health 
benefits fraud against the City 
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How the Complaint was Discovered 

GSC’s Claim Watch Team noticed an unusually high 
number of claims for Levulan from several claimants, all 
listing the spa as the provider. 

• GSC did its investigation and notified the City (PPEB), 
PPEB notified the Auditor General. The City did an 
investigation. 

• Auditor General’s Office conducted an independent 
investigation. 
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What We Found 

• 3 City employees, and 2 of the employees’ spouses went
to a medical spa for various treatments 

• Invoices said they had actinic keratosis, and that they were
treated with a drug called Levulan. Most had far more
claims than usual for the drug. 

• They were reimbursed:
• Employee A: about $1,500 
• Employee B: almost $10,000 
• Employee C and spouse: over $26,000 

In our view, in all three cases, health benefits fraud has 
occurred. 
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Employee A 

1. Went in for hair loss treatment. Was concerned about 
price, spa told him he could claim for another 
condition to get coverage. 

2. Diagnosis and treatment on spa invoices was also 
false – they said he was treated for actinic keratosis 
with Levulan 
• He received reimbursement and this helped him 

pay for hair loss treatment (which is not covered) 

3. He knew he did not have actinic keratosis, but he 
submitted the forms for reimbursement anyway 
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To 'WhcJm ft ~1.. C :oncern~ 

1·11L i~ to coofiroJ that has b~n tre-1ted tcir rosacealacLim -

Le\rulan D~l.N #CJ 24.l93:l has hee-n utili.zed \•fith this trcaLmcnL. 

E..ewlan Kerasticks DJ. to __ 439~1 ( O'Yi:H1n1t11olevu.JiaiL acid-ltl~A 1s a c1 li :sulul c.1 

( pn:sclipL 10n drug 1 h r i. aJ Ii ed. ta freshly cleaned skin m h • dnc or~~ nffioe_ Le, ulan is 
u..sed for th br.-alm ml or ,L ·t1:rtrc- k'era.tosis/rosacea/acne. and ha · ll1l in"'11hm.~ oi, thne of 60 
rn i nuti::. _ ·1 ,e LL'ea neut also inci u ~ at · v.a~ion un [er the H arn)ony L ·an appropriaLc 

lighl :sour~--c) for a-ppro _ I c, o 1 •nute_-. 

Co~ of one Le u1an K. rasJc · · unit , · _50J1Cl a.ncl activation b11 i.he Ha.mrion_ · ij , I .50. 
urchasin . of I~ mcdic::-i1 i•ln nnd the C(}St of the lr-eacmrol 

~iR&illfaii~~~--iiii~~~~~;;iai.ii.iiia....i--..-.-.. [. rulart W1 its to 

.For this Lrcauncn1 ,,..e ha e lL,;ed _ l Sml of Le\'u an K:rastit.:ks it a cn~t of 500.00 
Paid in fu.11 _ 6. J)O 

levulan crm;tkk p id hw thL me. 565. 00. 

Employee A: Sample Invoice 
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 Employee A’s Drug Special Authorization 
Form 
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Employee B 

1. Went to the spa for toenail fungus treatment. Spa booking 
system shows his appointments were for toenail fungus. 

2. Spa provided invoices and drug authorization forms for a 
condition he did not have (actinic keratosis) 
• He was reimbursed for the condition he did not have – 

he was actually receiving treatment for toe nail fungus 
(which is not covered) 

3. He knew he was being treated on his toes, not his face, 
but he submitted the forms for reimbursement anyway 

10 



   

   

   

Employee B’s Altered Drug Special 
Authorization Form 

Original Drug Special Authorization Form – rejected by GSC 

Altered Drug Special Authorization Form – accepted by GSC 
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Employee B’s Full Drug Special Authorization 
Forms 
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Employee C 

1. 2014: went to the spa for a facial 
• She and her spouse submitted 92 invoices in total 
• 2014-2016: 30 invoices 
• 2017-2019: 62 invoices 

2. Invoices said she was being treated for actinic keratosis, 
rosacea, sun damage 
• She said she was never treated for toenail fungus, despite 

it appearing on most of her spa invoices and many of her 
spa treatment records since 2017 
• She didn’t know what Levulan and actinic keratosis were 

3. Some of her receipts were blacked out – she says by the 
spa, but the spa says they would not black out receipts 
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   Employee C – Example of Spa Invoice 
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Employee A's receipt 

Solle Date. 
Sall" ID. 
Sold av: 

- /2018 • 1:41 PM 
1Ao:>O 

Payment Method 
Ol!.h 

We approo.st,.: 'fl)Ur bur.lncss' 

$44) 'IS 
$)/.)1 

$,;()() 00 

Amount 
$500.00 

l"luR retnn thts ,-pt for yaw rPCDrM,, thank 
you! 

Identifying 
information 

blacked out by AG 

Services 
received by 
Employee A 

Employee C's receipt 

Sale Date: 

1 

1 

$300.00 
$45.50 

.. ___ .... ______ lljltotal: 
$345.50 

$44.92 

$390.42 

Services and spa staff 
name blacked out by 

someone other than the AG 

Payment Method 
Visa/MC 

We appreciate your business! 

Tax: 
Total: 

Amount 
$390.42 

Please retain this receipt for your records. Thank 
you! 

Comparison: 
Employee A’s Receipts vs Employee C’s Receipts 
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Conclusion: Employees A and B 

Employee A: 
• Submitted documentation for a condition he did not have, 

and for a treatment he did not receive. 
• Health benefits fraud occurred. He repaid what he was 

reimbursed. 

Employee B: 
• Spa provided him with documentation saying he was treated 

on his face, not his toes. 
• He knew his Drug Special Authorization Form was altered to 

say his face was treated. 
• He submitted the invoices knowing this. 
• Health benefits fraud has occurred. He has not repaid what 

he was reimbursed. 
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Conclusion: Employee C 

• All of her spa invoices since 2014 list she was treated for 
actinic keratosis with Levulan – she does not appear to know 
what that that condition or drug is 
• She says she was not treated for toenail fungus, but her 

invoices, treatment notes, and a spa employee say she 
was 

• Receipts she provided had key information blacked out, and 
many of her receipts did not match with spa invoices 

• In our view, she must have known she was submitting false 
and/or misleading documentation to obtain reimbursement 

• On a balance of probabilities, health benefits fraud has 
occurred. She has not repaid the amount she was 
reimbursed. 
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The Spa and the Doctor 
1. Doctor, at a minimum, may not be ensuring the spa client has the 

condition before approvingthe diagnosis and treatmentwith 
Levulan, and is not following up with the patients on their care 

2. Spa employees’ description of how they treat clients with Levulan 
is not consistentwith what the drug is approved for or how it 
should be used 
• In our view, the spa is providing false and/or misleading 

documentation to their clients 

3. Most spa employeeswe spoke with do not have medical training 
but say they are diagnosing and treating spa clients (they say the
doctor approves the diagnosis and treatment) 

Appropriate regulatory agencies have been notified of our concerns – 
just in case. 
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Overall Conclusion 
1. City’s health benefits plan relies on staff honesty 

2. The City has improved its fraud detection over the past 
few years and incidents of fraud will likely increase due
to these improvements 

3. This report will help City staff to better understand the
issue of health benefits fraud 
• City of Toronto employees should be reminded that

their health benefits claims are subject to audits, which
are intended to verify claims are legitimate in order to
protect taxpayers’ money 
• Employees would benefit from training on health

benefits fraud 
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