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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2817 =%

| NTRODUCED BY GODSHALL, ADOLPH, BASTI AN, BOYD, CLYMER, CRAHALLA,
CREI GHTON, FAI RCHI LD, FICHTER, GEI ST, GOODVAN, KILLI ON,
SCAVELLO, SHANER, TANGRETTI, E. Z. TAYLOR AND V\RI GHT,
JUNE 21, 2006

REFERRED TO COVM TTEE ON | NSURANCE, JUNE 21, 2006

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 17, 1921 (P.L.789, No.285), entitled, as
anended, "An act relating to insurance; establishing an
i nsurance departnent; and anendi ng, revising, and
consolidating the law relating to the |icensing,
qual i fication, regulation, exam nation, suspension, and
di ssol ution of insurance conpanies, Lloyds associations,
reci procal and inter-insurance exchanges, and certain
societies and orders, the exam nation and regulation of fire
i nsurance rating bureaus, and the |icensing and regul ati on of
i nsurance agents and brokers; the service of |egal process
upon foreign insurance conpani es, associ ations or exchanges;
provi ding penalties, and repealing existing |aws," further
provi ding for powers and duties of the |Insurance Fraud
Prevention Authority and for the Insurance Fraud Prevention
Trust Fund.

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

Section 1. Sections 1122 and 1123 of the act of May 17, 1921
(P.L.789, No.285), known as The I nsurance Departnment Act of
1921, added Decenber 6, 2002 (P.L.1183, No.147), are anmended to
read:
Section 1122. Powers and duti es.

The authority shall have the powers necessary and conveni ent



1 to carry out and effectuate the purposes and provisions of this
2 article and the purposes of the authority and the powers

3 delegated by other laws, including, but not limted to:

4 (1) Enploy adm nistrative, professional, clerical and

5 ot her personnel as may be required and organi ze the staff as
6 may be appropriate to effectuate the purposes of this

7 article.

8 (2) Have a seal and alter the sane at pl easure, have

9 per pet ual successi on, nake, execute and deliver contracts,
10 conveyances and other instrunments necessary or convenient to
11 the exercise of its powers and make and anend byl aws.

12 (3) Procure insurance agai nst any | oss in connection

13 with its property, assets or activities.

14 (4) Apply for, solicit, receive, establish priorities
15 for, allocate, disburse, contract for, adm nister and spend
16 funds in the fund and other funds that are nade available to
17 the authority fromany source consistent with the purposes of
18 this article.

19 (5) Make grants to and provide financial support for the
20 Section of Insurance Fraud, the unit of insurance fraud in
21 the Phil adel phia District Attorney's O fice, other county

22 district attorneys' offices, other governnment agencies,

23 comunity, consuner and busi ness organi zati ons consi st ent

24 with the purposes of this article and considering the extent
25 of the insurance fraud problemin each county of this

26 Conmonweal t h.

27 (6) Advise the State Treasurer in relation to the

28 i nvestnment of any noney held in the fund and any funds held
29 in reserve or sinking funds and any noney not required for
30 i medi at e use or disbursenent and to advise the State
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1 Treasurer in relation to the use of depositories for noneys

2 of the fund.

3 (7) Assess the scope of the problem of insurance fraud,

4 i ncluding areas of this Commonweal th where the problemis

5 greatest, and review State and local crimnal justice

6 policies, prograns and plans dealing with insurance fraud.

7 (8) Develop and sponsor the inplenentation of Statew de

8 pl ans, prograns and strategies to conbat insurance fraud,

9 i nprove the adm nistration of the insurance fraud | aws and
10 provide a forumfor identification of critical problens for
11 t hose persons dealing with insurance fraud. In conjunction
12 with this power, the authority shall require health care
13 facilities to place posters in each facility announcing that
14 a $25,000 reward will be paid to persons reporting insurance
15 fraud when the report |leads to an arrest and conviction.

16 Rewar ds pursuant to this provision shall be paid fromthe

17 | nsurance Fraud Prevention Trust Fund.

18 (9) Coordinate the devel opnent, adoption and

19 i npl enentati on of plans, prograns and strategies relating to
20 i nt eragency and intergovernnental cooperation with respect to
21 i nsurance fraud | aw enforcenent.

22 (10) Pronulgate rules or regulations related to the

23 expenditure of noneys held in the fund in order to assist and
24 support those agencies, units of governnent, county district
25 attorneys' offices and other organi zations charged with the
26 responsi bility of reducing insurance fraud or interested and
27 i nvolved in achieving this goal.

28 (11) Audit at its discretion the plans and prograns that
29 it has funded in whole or in part in order to evaluate the

30 ef fectiveness of the plans and prograns and w t hdraw fundi ng
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1 should the authority determ ne that a plan or programis

2 ineffective or is no longer in need of further financial

3 support fromthe fund.

4 (12) Report annually on or before the first day of Apri
5 to the Governor and the General Assenbly on the authority's
6 activities in the preceding period of operation.

7 (13) Meet with the Section of Insurance Fraud on at

8 | east a quarterly basis in order to advise and assist it in
9 i npl enenting its statutory nandate.

10 (14) Advise the General Assenbly on matters relating to
11 i nsurance fraud and recommend to the General Assenbly on an
12 annual basis any changes to the operation of the Section of
13 I nsurance Fraud. The report shall be available for public

14 i nspecti on.

15 (15) Establish either alone or in cooperation with

16 aut hori zed i nsurance conpanies and |icensed agents and

17 producers a fund to reward persons not connected with the

18 i nsurance industry who provide information or furnish

19 evi dence leading to the arrest and conviction of persons
20 responsi bl e for insurance fraud.
21 (16) Require as a condition of every application and
22 request for financial support, including every application
23 for ongoing renewal of a multiyear grant under section
24 1123(f), that the applicant describe both the nature of and
25 t he amount of funding for the activities, if any, devoted to
26 the investigation and prosecution of insurance fraud at the
27 time of the application or request.
28 (17) Require as a condition of every application and
29 request for financial support that every recipient of funding
30 report annually within four nonths of the close of each
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30

funding cycle to the authority on the use of the funds

obtained fromthe authority during the previous year,

i ncluding a description of prograns inplenmented and results

obtai ned. The authority will include this information on the

use of funds by grantees in its annual report under paragraph

(12) and send a copy specifically to the chairman and the

mnority chairman of the standing comrittees of the Senate

and the chairman and the minority chairman of the standing
commttees of the House of Representatives with jurisdiction
over insurance matters.

Section 1123. Insurance Fraud Prevention Trust Fund.

(a) Establishnent.--There is hereby established a separate
account in the State Treasury to be known as the Insurance Fraud
Prevention Trust Fund. This fund shall be adm nistered by the
State Treasurer with the advice of the authority. Al interest
earned fromthe investnment or deposit of noneys accurnul ated in
the fund shall be deposited in the fund for the sane use.

(b) Funds.--Al noneys deposited into the fund shall be held
in trust and shall not be considered general revenue of the
Commonweal th but shall be used only to effectuate the purposes
of this article as determ ned by the authority and shall be
subject to audit by the Auditor General.

(c) Assessnent.--

(1) Annually on or before the first day of April, each

i nsurer engaged in the witing of the insurance coverages

l'isted below, as a condition of its authorization to transact

business in this Commonweal th, shall pay into the fund in
trust an anount equal to the product obtained by multiplying
$8, 000, 000 by a fraction, the nunmerator of which is the

direct premumcollected for those coverages |isted bel ow by
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1 that insurer in this Conmmonweal th during the preceding

2 cal endar year and the denom nator of which is the direct

3 premumwitten on such coverages in this Conmonweal th by al
4 insurers in the sane peri od.

5 (2) The follow ng coverages, as listed in the Annual

6 Statistical Report of the Insurance Departnent, shall be

7 considered in determ ning assessnents: all fire and casualty
8 direct business witten and accident and health and credit

9 acci dent and health witten under |ife/annuity/accident and
10 heal th direct business witten. Assessnments nade under this
11 section shall not be considered burdens and prohibitions

12 under section 212.

13 (3) Assessnents for health plan corporations and

14 prof essi onal health services plan corporations when added

15 t oget her shall not be nore than 10% of the total assessnent
16 authori zed by this subsection. If the total assessnent for
17 t hese organizations is nore than 10% such organi zations will
18 share the assessnment up to the 10%limt anong thenselves in
19 t he sane proportion as they woul d ot herwi se have shared their
20 cal cul at ed assessnment absent this limt. Any deficiency in
21 the total assessnment caused by the application of this limt
22 will be shared by all other entities being assessed in the
23 same proportions as they are sharing the rest of the
24 assessnent .
25 (d) Base anpunt.--1n succeeding years the authority nmay vary
26 the base amount of $8, 000, 000, provided, however, that any
27 increase which on an annual basis exceeds the increase in the
28 Consumer Price Index for this Conmonweal th nust be approved by
29 three of the four insurance representatives on the board.
30 (d.1) Forfeiture proceedings.--In addition to other sources
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29
30

of npbneys set forth in this section, the fund shall receive the

proceeds derived fromforfeiture proceedings relating to

i nsurance fraud.

(e) Expenditures.--Mneys in the fund may be expended by the
authority for the follow ng purposes:

(1) Effectuate the powers, duties and responsibilities
of the authority as set forth in this article.

(2) Pay the costs of adm nistration and operation of the
Section of Insurance Fraud and the unit for insurance fraud
in the Philadelphia District Attorney's Ofice.

(3) Provide financial support to |aw enforcenent,
correctional agencies and county district attorneys' offices
for prograns designed to reduce insurance fraud and to
i nprove the adm nistration of insurance fraud | aws.

(4) Provide financial support for other governnental
agenci es, conmunity, consumer and busi ness organi zations for
prograns designed to reduce insurance fraud and to inprove
t he admi ni stration of insurance fraud | aws.

(5) Provide financial support to prograns designed to
i nform i nsurance consuners about the costs of insurance fraud
to individuals and to society and to suggest nethods for
preventing insurance fraud.

(6) Provide financial support for reward prograns
| eading to the arrest and conviction of persons and
or gani zati ons engaged in insurance fraud.

(7) Provide financial support for other plans, prograns
and strategi es consistent with the purposes of this article.
(f) Miltiyear grants.--1n funding the Section of |nsurance

Fraud, the Unit for Insurance Fraud in the Phil adel phia District

Attorney's Ofice and in funding grant requests, the authority
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1 may consider and approve requests for multiyear grants of not

2 nore than four years in |ength, although extensions of such

3 nultiyear commtnments nay be renewed fromyear to year. No

4 fundi ng reduction under subsection (d) can be inposed by the

5 authority in any given year which would operate to reduce

6 funding for any multiyear approved program for which persons

7 have been hired for full-tinme positions to a funding | evel where
8 such positions nust be term nated unless the organization

9 enploying such persons certifies either that other equival ent
10 positions are avail able or that such positions with the

11 antifraud program can be funded from ot her sources.

12 (g) Dissolution.--1n the event that the trust fund is

13 discontinued or the authority is dissolved by operation of |aw,
14 any bal ance remaining in the fund, after deducting

15 admnistrative costs for liquidation, shall be returned to

16 insurers in proportion to their financial contributions to the
17 fund in the precedi ng cal endar year.

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