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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1156 %3

| NTRODUCED BY COLAFELLA, M COZZI E, COLAI ZZO, RElI NARD, SATHER,
DeLUCA, E. Z. TAYLOR, ROONEY, GLADECK, CESSAR, GODSHALL AND
TRELLO, APRIL 19, 1993

REFERRED TO COVWM TTEE ON | NSURANCE, APRIL 19, 1993
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AN ACT

Arending Title 18 (Crinmes and O fenses) of the Pennsylvani a
Consol idated Statutes, further providing for insurance fraud.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 4117 of Title 18 of the Pennsylvani a
Consolidated Statutes is amended to read:
§ 4117. Insurance fraud.

(a) Ofense defined.--A person commts an offense if the
per son does any of the follow ng:

(1) Knowingly and with the intent to defraud a State or
| ocal governnment agency files, presents or causes to be filed
with or presented to the governnent agency a docunent that
contains false, inconplete or msleading information
concerning any fact or thing material to the agency's
determi nation in approving or disapproving a notor vehicle
insurance rate filing, a notor vehicle insurance transaction

or other notor vehicle insurance action which is required or



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

filed in response to an agency's request.
(2) Knowingly and with the intent to defraud any insurer

or self-insured, presents or causes to be presented to any

insurer or self-insured any statenment formng a part of, or

in support of, [an insurance] a claimthat contains any
fal se, inconplete or msleading informtion concerning any
fact or thing material to the [insurance] claim

(3) Knowingly and with the intent to defraud any insurer

or self-insured, assists, abets, solicits or conspires with

anot her to prepare or make any statenent that is intended to

be presented to any insurer or self-insured in connection

with, or in support of, [an insurance] a claimthat contains
any false, inconplete or msleading informtion concerning
any fact or thing material to the [insurance] claim

(4) Engages in unlicensed agent [or], broker or

unaut hori zed insurer activity as defined by the act of My

17, 1921 (P.L.789, No.285), known as The Insurance Depart nent
Act of one thousand ni ne hundred and twenty-one, know ngly

and with the intent to defraud an insurer, a self-insured or

t he public.

(5) Know ngly benefits, directly or indirectly, fromthe
proceeds derived froma violation of this section due to the
assi stance, conspiracy or urging of any person.

(6) |Is the owner, admnistrator or enpl oyee of any
health care facility and know ngly all ows the use of such
facility by any person in furtherance of a schene or
conspiracy to violate any of the provisions of this section.

(7) Borrows or uses another person's financi al
responsi bility or other insurance identification card or

permts his financial responsibility or other insurance
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identification card to be used by another, knowi ngly and with
intent to present a fraudulent insurance claimto an insurer.

(8) If, for pecuniary gain for hinself or another, he

directly or indirectly solicits any person to engage, enpl oy

or retain either hinself or any other person to manage,

adj ust or prosecute any claimor cause of action agai nst any

person for damages for neqgli gence or for pecuniary gain for

hi nself or another, directly or indirectly solicits other

persons to bring causes of action to recover damages for

personal injuries or death, provided, however, that this

par agr aph shall not apply to any conduct otherw se pernitted

by law or by rule of the Suprene Court.

(b) Additional offenses defined.--

(1) A lawer may not conpensate or give anything of
value to a nonl awer to reconmend or secure enploynent by a
client or as a reward for having made a recommendati on
resulting in enploynment by a client; except that the | awer
may pay:

(1) the reasonable cost of advertising or witten
comuni cation as permtted by the rules of professional
conduct; or

(1i) the usual charges of a not-for-profit |awer
referral service or other |egal service organization.

Upon a conviction of an offense provided for by this

par agr aph, the prosecutor shall certify such conviction to
the disciplinary board of the Suprenme Court for appropriate
action. Such action may include a suspension or disbarnent.

(2) Wth respect to an insurance benefit or claim a
heal th care provider may not conpensate or give anything of

value to a person to recommend or secure the provider's
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1 service to or enploynent by a patient or as a reward for

2 havi ng nade a recommendation resulting in the provider's

3 service to or enploynment by a patient; except that the

4 provi der nay pay the reasonabl e cost of advertising or

5 witten communi cation as permitted by rul es of professional

6 conduct. Upon a conviction of an offense provided for by this
7 par agr aph, the prosecutor shall certify such conviction to

8 the appropriate licensing board in the Departnent of State

9 whi ch shall suspend or revoke the health care provider's

10 i cense.

11 (3) A lawyer or health care provider nmay not conpensate
12 or give anything of value to a person for providi ng nanes,

13 addr esses, tel ephone nunbers or other identifying information
14 of individuals seeking or receiving nedical or rehabilitative
15 care for accident, sickness or disease, except to the extent
16 a referral and recei pt of conpensation is permtted under

17 appl i cabl e professional rules of conduct. A person may not

18 knowi ngly transmt such referral information to a | awer or
19 heal th care professional for the purpose of receiving
20 conpensati on or anything of value. Attenpts to circument
21 t hi s paragraph through use of any other person, including,
22 but not limted to, enployees, agents or servants, shall also
23 be prohibited.
24 (4) A person knowingly and with intent to defraud any
25 i nsurance conpany, self-insured or other person files an
26 application for insurance containing any false infornation,
27 or _conceals for the purpose of misleading information
28 concerning any fact material thereto.
29 (c) Electronic clains submssion.--If an insurance claimis
30 rmade by neans of conputer billing tapes or other electronic
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nmeans, it shall be a rebuttable presunption that the person
knowi ngly made the claimif the person has advised the insurer
inwiting that clains will be submtted by use of conputer
billing tapes or other electronic neans.

(d) Grading.--An offense under subsection (a)(1) through
[(7)] (8) is a felony of the third degree. An of fense under
subsection (b) is a m sdeneanor of the first degree.

(e) Restitution.--The court may, in addition to any other
sentence authorized by |aw, sentence a person convicted of
violating this section to nake restitution [under section 1106
(relating to restitution for injuries to person or property)].

(f) Imunity.--An insurer, and any agent, servant or
enpl oyee thereof acting in the course and scope of his
enpl oynment[, and the Mdttor Vehicle Fraud |Index Bureau, as
desi gnated by the Insurance Comm ssioner pursuant to 75 Pa.C. S.
§ 1821 (relating to designation), acting pursuant to its plan of
operation,] shall be imune fromcivil or crimnal liability
arising fromthe supply or release of witten or ora
information to any entity duly authorized to receive such
information by Federal or State |law, or by Insurance Depart nent
regul ations[, only if both of the foll ow ng conditions exist:

(1) the information is supplied to the agency in
connection with an allegation of fraudul ent conduct on the
part of any person relating to a violation of this section;
and

(2) the insurer, agent, servant or enpl oyee or the Motor

Vehi cl e Fraud | ndex Bureau has reason to believe that the

information supplied is related to the allegation of fraud].

(g0 GCuvil action.--An insurer danaged as a result of a

violation of this section nay sue therefor in any court of
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conpetent jurisdiction to recover conpensatory danages, which
may i nclude reasonabl e investigation expenses, costs of suit and
attorney fees. An insurer may recover treble danmages if the
court determ nes that the defendant has engaged in a pattern of
violating this section.

(h) Crimnal action.--

(1) The district attorneys of the several counties shal
have authority to investigate and to institute crim nal
proceedi ngs for any violation of this section.

(2) In addition to the authority conferred upon the
Attorney Ceneral by the act of October 15, 1980 (P.L.950,

No. 164), known as the Conmonweal th Attorneys Act, the

Attorney Ceneral shall have the authority to investigate and

to institute crimnal proceedings for any violation of this

section or any series of such violations involving nore than
one county of the Commonweal th or involving any county of the

Commonweal th and anot her state. No person charged with a

violation of this section by the Attorney Ceneral shall have

standing to challenge the authority of the Attorney General
to investigate or prosecute the case, and, if any such
chal l enge i s made, the chall enge shall be dism ssed and no

relief shall be available in the courts of the Conmonweal t h

to the person nmaking the chall enge.

(1) Regulatory and investigative powers additional to those
now exi sting.--Nothing contained in this section shall be
construed to limt the regulatory or investigative authority of
any departnent or agency of the Conmonweal th whose functions
m ght relate to persons, enterprises or matters falling within
the scope of this section.

(j) Violations, penalties, etc.--
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(1) |If a person is found by court of conpetent

jurisdiction, pursuant to a claiminitiated by a prosecuting

authority, to have violated any provision of this section,

the person shall be subject to a civil penalty of not nore

t han $5,000 for the first violation, $10,000 for the second

vi ol ati on and $15, 000 for each subsequent viol ation. The

penalty shall be paid to the prosecuti ng authority to be

deposited into the | nsurance Fraud Preventi on Fund created

under the act of 19 (P. L. ., No. ), known as

the | nsurance Fraud Prevention Act. The court may al so award

court costs and reasonable attorney fees to the prosecuting

(2) Nothing in this subsection shall be construed to

prohi bit a prosecuting authority and the person accused of

violating this section fromentering into a witten agreenent

in which that person does not admt or deny the charges but

consents to paynent of the civil penalty. A consent agreenent

may not be used in a subsequent civil or crinnal proceedinq,

but notification thereof shall be made to the |icensing

authority if the person is licensed by a |licensing authority

of the Commpbnwealth so that the licensing authority nmay take

appropri ate adm ni strati ve action. Penalties paid under this

section shall be deposited into the | nsurance Fraud

Preventi on Fund created under the | nsurance Fraud Preventi on

Act .

(3) The inposition of any fine or other renedy under

this section shall not preclude prosecution for a violation

of the crimnal |laws of this Commonweal t h.

(k) Insurance fornms and verification of services.--

(1) Al applications for insurance and all claimforns
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shall contain or have attached thereto the foll ow ng notice:

"Any person who knowingly and with intent to defraud any

i nsurance conpany or other person files an applicati on

for insurance or statenent of clai mcontaining any

materially false informati on or conceals for the purpose

of m sl eading, informati on concerni ng any fact materi al

thereto commts a fraudul ent i nsurance act, which is a

crine and subjects such person to crinm nal and civil

penal ties."

(2) Persons seeking paynent for services or materials

which will be directly or indirectly rei nbursed by an insurer

must verify, under oath, that the services and materials

furni shed were necessary and were, in fact, furni shed. The

furni shing of such verification shall be a condition

precedent to paynent by the insurer and to recourse agai nst

the i nsured by the person seeki ng paynent.

[(j)] (1) Definitions.--As used in this section, the
foll owi ng words and phrases shall have the neanings given to
themin this subsection:

"Insurance claim" A claimfor paynent or other benefit
pursuant to an insurance policy or agreenent for coverage of
health or hospital services.

"I nsurance policy." A docunent setting forth the terns and
conditions of a contract of insurance or agreenent for the
coverage of health or hospital services.

"Insurer.”™ A conpany, association or exchange defined by
section 101 of the act of May 17, 1921 (P.L.682, No.284), known
as The I nsurance Conpany Law of 1921; an uni ncor por at ed
associ ation of underwiting nmenbers; a hospital plan

corporation; a professional health services plan corporation; a
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heal t h mai nt enance organi zation; a fraternal benefit society;
and a self-insured health care entity under the act of October
15, 1975 (P.L.390, No.111), known as the Health Care Services
Mal practice Act.

"Person.” An individual, corporation, partnership,
associ ation, joint-stock conpany, trust or unincorporated
organi zation. The termincludes any individual, corporation,
associ ation, partnership, reciprocal exchange, interinsurer,
Ll oyd's insurer, fraternal benefit society, beneficial
associ ation and any other legal entity engaged or proposing to
become engaged, either directly or indirectly, in the business
of insurance, including agents, brokers, adjusters and health
care plans as defined in 40 Pa.C.S. Chs. 61 (relating to
hospital plan corporations), 63 (relating to professional health
services plan corporations), 65 (relating to fraternal benefit
societies) and 67 (relating to beneficial societies) and the act
of Decenber 29, 1972 (P.L.1701, No.364), known as the Health
Mai nt enance Organi zati on Act. For purposes of this section,
health care plans, fraternal benefit societies and benefici al
soci eties shall be deenmed to be engaged in the business of
i nsurance.

"Self-insured." Any person who is self-insured for any ri sk

by reason of any filing, qualification process, approval or

exception granted, certified or ordered by any departnent or

agency of the Commonweal t h.

"Statement.” Any oral or witten presentation or other
evi dence of |oss, injury or expense, including, but not limted
to, any notice, statenent, proof of loss, bill of |ading,
recei pt for paynment, invoice, account, estimte of property

damages, bill for services, diagnosis, prescription, hospital or
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1 doctor records, X-ray, test result or computer-generated
2 docunments.

3 Section 2. This act shall take effect in 60 days.
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