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Date of Hearing:  June 29, 2022 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Chris Holden, Chair 

SB 1165 (Bates) – As Introduced February 17, 2022 

Policy Committee: Health    Vote: 13 - 0 

      

      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill clarifies that existing law prohibiting an operator of an alcoholism or drug abuse 

recovery treatment facility or program, as defined, or a licensed psychiatric or mental health 

facility, from making false or misleading statements or providing false or misleading information 

about the facility’s or program’s services also prohibits the operator from making false or 

misleading statements or providing false information about medical treatment or services. 
 

FISCAL EFFECT: 

Costs, if any, to the Department of Health Care Services and the Department of Social Services 

would be minor and absorbable.  

COMMENTS: 

1) Purpose.  According to the author, the quality of care in many California rehabilitation 

facilities is not consistent and does not always adhere to a specific set of standards.  In the 

case of Brandon Nelson, his parents were assured that he would receive therapy, a case 

manager, a house manager, and more.  The “step-down” house he was sent to after being 

discharged from a hospital was not licensed by the state as either a mental health facility or 

an addiction treatment facility.  He did not have a team of professionals overseeing his 

transition.  According to his parents and police reports, Brandon apparently did not get his 

medications on time.  The author states they introduced SB 434 (Bates), Chapter 447, 

Statutes of 2021, known as Brandon’s Law, to help stop unethical marketing practices that 

prey on distressed families or individuals seeking treatment.   

 

The author asserts the language in Brandon’s Law is clear, yet some rehabilitation facility 

operators have tried to skirt around the law using sophistry.  This bill clarifies and 

strengthens the existing law by prohibiting a certified drug or alcohol rehabilitation program 

from providing a false or misleading statement about medical treatments or services offered. 

 

2) Background.  Since 2013, reports on troubles in the general addiction treatment industry, 

both in California and throughout the nation have highlighted the issue of “patient 

brokering,” whereby unscrupulous individuals (sometimes called “interventionists” or “body 

brokers”) lure clients seeking substance use disorder (SUD) treatment services, buy insurance 

policies for the clients or offer to pay their deductibles, and “sell” them to facility operators 

that do not provide treatment services, all the while billing insurance plans.  Some facility 

operators keep interventionists on retainer, often for $5,000 to $10,000 a month, regardless of 
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how many clients an interventionist refers to them in order to remain in business.  After a 

client’s insurance coverage is exhausted, an unscrupulous facility operator allegedly dumps 

the client in the streets where they continue their addictions.  In many news articles, the issue 

is mostly attributed to sober living homes or recovery residences, which are not subject to 

state licensure or oversight. 

 

For example, in June 2020, the California Department of Insurance (CDI) announced the 

arrests of five suspects linked with a previous investigation.  Authorities allege that the 

defendants used mass media marketing campaigns to identify addicted clients from across the 

country who were seeking treatment.  According to CDI, the conspirators and their 

employees then falsified clients’ health care insurance applications to circumvent California 

residency requirements and closed enrollment periods; employed a money-laundering 

scheme they devised to conceal their involvement in paying clients’ insurance premiums; and 

brought their clients into Southern California treatment facilities.  The scheme resulted in $60 

million in fraudulent billing and $11.7 million in insurance losses.   
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