PRINTER S NO. 923

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 850 5

I NTRODUCED BY SCANLON AND HOLL, MARCH 30, 1993

REFERRED TO BANKI NG AND | NSURANCE, MARCH 30, 1993
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AN ACT

Providing for insurance fraud prevention; establishing the
I nsurance Fraud Prevention Authority and providing for its
powers and duties; establishing the Insurance Fraud
Prevention Trust Fund; establishing the Division of Insurance
Fraud within the Ofice of Attorney Ceneral and providing for
its powers and duties; and providing for confidentiality and
for certain inmunities.
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Section 503. Docunent confidentiality and imunity from
subpoena.

Section 504. Duties of insurers, enployees, agents and brokers.

Section 505. Persons not connected with insurance industry.

Section 506. Refusal to cooperate with investigation.

Section 507. Immunity.

Chapter 11. M scell aneous Provisions

Section 1101. Oher |aw enforcenent authority.

Section 1102. Repeals.

Section 1103. Effective date.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
CHAPTER 1
PRELI M NARY PROVI SI ONS
Section 101. Short title.

This act shall be known and nmay be cited as the Insurance
Fraud Prevention Act.

Section 102. Purpose.

The purpose of this act is to establish, coordinate and fund
activities in this Comonwealth to prevent, conbat and reduce
i nsurance fraud, to inprove and support insurance fraud |aw
enforcenent and admi nistration and to inprove and support
i nsurance fraud prosecution.

Section 103. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Aut hority." The Insurance Fraud Prevention Authority
establ i shed in section 301.

"Board." The board of directors of the | nsurance Fraud
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Prevention Authority.

"Division." The Division of Insurance Fraud in the Ofice of
Attorney Ceneral.

"Fund." The Insurance Fraud Prevention Trust Fund
establ i shed in section 303.

"I nsurance fraud." Any activity defined as an of fense under
18 Pa.C.S. 8§ 4117 (relating to insurance fraud).

CHAPTER 3
I NSURANCE FRAUD PREVENTI ON AUTHORI TY
Section 301. Establishnent of authority.

(a) Establishnent.--There is hereby established a body
corporate and politic to be known as the Insurance Fraud
Prevention Authority. The purposes, powers and duties of the
authority shall be vested in and exercised by a board of
directors.

(b) Conposition.--The board of the authority shall consi st
of seven nmenbers, conposed and appointed in accordance with the
fol | ow ng:

(1) The Attorney General.

(2) The Conm ssioner of the Pennsylvania State Poli ce.

(3) Four representatives of insurers, two of whom shal
be appoi nted by the President pro tenpore of the Senate and
two of whom shall be appointed by the Governor. Each of the

four menbers shall be, respectively, a representative of a

foreign or donmestic insurer having a greater than 1% share of

this Cormonweal th's workers' conpensation, accident and

heal t h, autonobile or general comercial liability market.
(4) One representative of purchasers of insurance in

this Cormmonweal th who is not enployed by or connected with

t he busi ness of insurance and is appointed by the Governor.

19930S0850B0923 - 3 -



© 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

(c) Terms.--Wth the exception of the Attorney General and
t he Comm ssioner of the Pennsylvania State Police, nmenbers of
the board shall serve for ternms of four years. No appointed
menber shall be eligible to serve nore than two full consecutive
terns.

(d) Conpensation.--Mnbers of the board shall serve w thout
conpensation, but shall receive reinbursenment for all reasonable
and necessary expenses incurred in connection with their duties
in accordance with the rules of the Executive Board.

(e) Quorum--A mgjority of the nmenbers of the board shal
constitute a quorum for the transaction of business at a neeting
or the exercise of a power or function of the authority.

Not wi t hst andi ng any ot her provision of [aw, action may be taken
by the board at a neeting upon a vote of the majority of its
menbers present in person or through the use of anplified

t el ephoni ¢ equi pnment, if authorized by the bylaws of the board.
The board shall neet at the call of the chairperson or as may be
provided in the bylaws of the board. The board shall neet at

| east quarterly. Meetings of the board may be hel d anywhere
within this Commonweal th. The board shall elect its own
chai r per son

Section 302. Powers and duti es.

The authority shall have the powers necessary and conveni ent
to carry out and effectuate the purposes and provisions of this
act and the purposes of the authority and the powers del egated
by other |aws, including, but not limted to:

(1) Enploy adm nistrative, professional, clerical and

ot her personnel as may be required and organi ze the staff as

may be appropriate to effectuate the purposes of this act.

(2) Have a seal and alter the sanme at pl easure, have
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per pet ual successi on, nake, execute and deliver contracts,
conveyances and other instruments necessary or convenient to
the exercise of its powers and make and anend byl aws.

(3) Procure insurance against any | oss in connection
with its property, assets or activities.

(4) Apply for, solicit, receive, establish priorities
for, allocate, disburse, contract for, adm nister and spend
funds in the fund, and other funds that are nmade available to
the authority fromany source consistent with the purposes of
this act.

(5) Make grants to and provide financial support for the
Di vision of Insurance Fraud, other government agencies,
comunity, consuner and busi ness organi zati ons consi st ent
wi th the purposes of the act.

(6) Invest any noney held in the fund and any funds held
in reserve or sinking funds, and any noney not required for
i medi at e use or disbursenent, at its discretion and to nane
and use depositories for its noney.

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

i ncludi ng areas of this Commonweal th where the problemis
greatest, and review State and local crimnal justice
policies, prograns and plans dealing with insurance fraud.

(8) Devel op and sponsor the inplenentation of Statew de
pl ans, prograns and strategies to conbat insurance fraud,

i nprove the adm nistration of the insurance fraud | aws and
provide a forumfor identification of critical problens for
t hose persons dealing with insurance fraud.

(9) Coordinate the devel opnent, adoption and

i npl enentati on of plans, prograns and strategies relating to

i nt eragency and intergovernnental cooperation with respect to
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1 i nsurance fraud | aw enforcenent.

2 (10) Pronulgate rules or regulations related to the

3 expenditure of noneys held in the fund in order to assist and
4 support those agencies, units of governnent and ot her

5 organi zati ons charged with the responsibility of reducing

6 i nsurance fraud or interested and involved in achieving this
7 goal .

8 (11) Audit at its discretion the plans and prograns that
9 it has funded in whole or in part in order to evaluate the
10 ef fectiveness of the plans and prograns and w t hdraw fundi ng

11 should the authority determ ne that a plan or programis

12 ineffective or is no longer in need of further financial

13 support fromthe fund.

14 (12) Report annually, on or before the first day of

15 April falling after the act has been in effect for at |east
16 12 nonths and annually thereafter on the same schedule, to
17 t he Governor and the General Assenbly on the authority's

18 activities in the preceding period of operation.

19 (13) Meet with the Division of Insurance Fraud on at
20 | east a quarterly basis in order to advise and assist it in
21 i npl enenting its statutory nandate.

22 (14) Advise the Governor on matters relating to

23 i nsurance fraud and recommend to the Covernor, on an annual
24 basi s, any changes to the operation of the Division of

25 I nsurance Fraud. The report shall be available for public
26 i nspecti on.

27 Section 303. Insurance Fraud Prevention Trust Fund.

28 (a) Establishnent.--There is hereby established a separate

29 account in the State Treasury to be known as the Insurance Fraud
30 Prevention Trust Fund. This fund shall be adm nistered by the
19930S0850B0923 - 6 -
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authority. Al interest earned fromthe investnment or deposit of
noneys accunul 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 t h, but shall be used only to effectuate the purposes
of this act as determ ned by the authority and shall be subject
to audit by the Auditor Ceneral.

(c) Assessnent.--

(1) Prior to the first day of April follow ng the
effective date of this act and prior to the first day of
April of each year thereafter so long as this act shal
remain in effect, each insurer engaged in the witing of the
i nsurance coverages |isted below, as a condition of its
aut hori zation to transact business in this Commonweal th,
shall pay into the fund in trust an anmount equal to the
product obtained by nultiplying $8, 000,000 by a fraction, the
nuner ator of which is the total prem umcollected for those
coverages |listed below by that insurer in this Commonweal th
during the precedi ng cal endar year and the denom nat or of
which is the total premumwitten on such coverages in this
Commonweal th by all insurers in the sane period.

(2) The follow ng coverages, as listed in the Annual
Statistical Report of the Insurance Departnent, shall be
considered in determ ning assessnents: all fire and casualty
busi ness; and accident and health and credit accident and
health witten under |ife/annuity/accident and health
busi ness. Assessnents made under this section shall not be
consi dered burdens and prohibitions under section 212 of the

act of May 17, 1921 (P.L.789, No.285), known as The | nsurance

19930S0850B0923 - 7 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

Depart ment Act of one thousand ni ne hundred and twenty-one.

(d) Base anpunt.--1n succeeding years the authority nmay vary
t he base anmount of $8, 000, 000, provided, however, that any
i ncrease which on an annual basis exceeds the increase in the
Consuner Price Index for this Comonweal th nust be approved by
three of the four insurance representatives on the board.

(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 act.

(2) Pay the costs of adm nistration and operation of the
Di vi sion of Insurance Fraud.

(3) Provide financial support to |aw enforcenent,
correctional agencies and prosecutors for progranms designed
to reduce insurance fraud and to inprove 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
the admi nistration 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 act.

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

19930S0850B0923 - 8 -



© 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

di scontinued or the authority is dissolved by operation of |aw,
any bal ance remaining in the fund, after deducting

adm nistrative costs for |liquidation, shall be returned to
insurers in proportion to their financial contributions to the
fund in the precedi ng cal endar year.

Section 304. Immunity.

In the absence of malice, no board nenber and no enpl oyee of
the authority shall be subject to any civil or crimnal
liability for receiving or disclosing information related to
i nsurance fraud or the activities of the authority. In the
absence of malice, persons or organizations shall not be subject
to civil or crimnal liability for providing informtion
relating to insurance fraud to the authority, its enpl oyees,
agents or designees. This section does not abrogate or nodify in
any way any conmon |law or statutory privilege or immunity
her et of ore enjoyed by any person.

CHAPTER 5
DI VI SI ON OF | NSURANCE FRAUD
Section 501. Establishnent.

(a) Establishnent.--There is hereby established within the
Ofice of Attorney Ceneral, a Division of Insurance Fraud to
i nvestigate and prosecute insurance fraud.

(b) Funding.--Al costs of adm nistration and operation of
the division shall be borne by the fund. Any noneys or other
property awarded to the division as costs of investigation or as
a fine shall be credited to the fund.

Section 502. Powers and duti es.

The division shall have the powers necessary and conveni ent

to carry out and effectuate the purposes and provisions of this

act and the powers del egated by other |aws, including, but not
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1 limted to, the power:

2 (1) To enploy admnistrative, professional, clerical and
3 ot her personnel as may be required and organi ze the staff as
4 may be appropriate to effectuate the purposes of this act.

5 (2) To initiate inquiries and conduct investigations

6 when the division has reason to believe that insurance fraud
7 may have been or is being commtted.

8 (3) To respond to notifications or conplaints of

9 suspected insurance fraud generated by State and | ocal

10 police, other |aw enforcenent authorities, governnental

11 units, including the Federal Governnment, and the general

12 publi c.

13 (4) To review notices and reports of insurance fraud

14 subm tted by authorized insurers, their enployees and

15 i censed insurance agents or producers and to sel ect those

16 i ncidents of suspected fraud as, in its judgnent, require

17 further investigation and undertake such investigation.

18 (5) To conduct independent exami nation of insurance

19 fraud, conduct studies to determ ne the extent of insurance
20 fraud, deceit or intentional msrepresentation of any kind in
21 t he insurance process and publish information and reports on
22 such exam nations or studies.
23 (6) To prosecute both on its own and in conjunction with
24 other divisions within the Ofice of Attorney CGeneral any
25 i ncidents of insurance fraud disclosed by its investigations
26 and to assenbl e evidence, prepare charges, bring charges and
27 ot herwi se assi st any other prosecutory authority having
28 jurisdiction over such incidents.
29 (7) To report incidents of insurance fraud di scl osed by
30 its investigations to any other appropriate | aw enforcenent,

19930S0850B0923 - 10 -
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adm ni strative, regulatory or |icensing agency.

(8) To pay over all civil and crimnal fines and
penalties collected for violations and acts subject to
i nvestigation and prosecution into the fund.

(9) To undertake progranms to investigate insurance fraud
and to neet, at least on a quarterly basis, with the
I nsurance Fraud Prevention Authority.

(10) To enploy investigators. The | aws applicable to | aw
enforcenent officers of this Commonweal th shall be applicable
to the investigators. Investigators of the division shal
have the foll owi ng additional powers:

(i) To make arrests for crimnal violations
established as a result of their investigations.

(1i) To execute arrest and search warrants for the
same crimnal violations.

(iti1) To adm nister oaths and affirmati ons, subpoena
wi t nesses, conpel their attendance, take evi dence and
require the production of any books, papers,
correspondence, nenoranda, agreenents, or other docunents
or records that the division deens relevant or materi al
to an inquiry concerning insurance fraud.

(iv) To arrest, without warrant, any person found in
the act of violating any of the provisions of applicable
| aws.

(11) To designate, if evidence, docunentation and
related materials sought are |ocated outside of this
Commonweal th, representatives, including officials of the
state where the matter is located, to secure the matter or
i nspect the matter on its behalf. The person so requested

shall either nake the matter available to the division or

19930S0850B0923 - 11 -
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shall nmake the matter available for inspection or exam nation
by a designated representative of the division.
(12) To establish either alone or in cooperation with
aut hori zed i nsurance conpanies and |icensed agents and
producers a fund to reward persons not connected with the
i nsurance industry who provide information or furnish
evi dence leading to the arrest and conviction of persons
responsi bl e for insurance fraud.
Section 503. Docunent confidentiality and imunity from
subpoena.

(a) GCeneral rule.--Papers, records, docunents, reports,
mat erials or other evidence relative to the subject of an
i nsurance fraud investigation shall remain confidential and
shall not be subject to public inspection for so long as the
di vision deens it reasonably necessary to conplete its
investigation or for so long as the division deens it reasonably
necessary to protect the privacy of the person investigated, to
protect the person furnishing the matter or to be in public
i nterest.

(b) Subpoena. - -

(1) Papers, records, docunments, reports, materials or
ot her evidence relative to the subject of an insurance fraud
i nvestigation shall not be subject to subpoena until opened
for public inspection by the division unless the division
consents or until, after notice to the division and a
hearing, a court of record determ nes that the division wll
not be unnecessarily hindered by a subpoena.

(2) Investigators enployed by the division shall not be
subj ect to subpoena in civil actions by any court in this

Commonweal th to testify concerning any matter of which they

19930S0850B0923 - 12 -
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have know edge pursuant to a pending or continuing insurance

fraud investigation being conducted by the division.

Section 504. Duties of insurers, enployees, agents and brokers.

Every insurer, every enployee of an insurer and every
I i censed agent or broker shall cooperate fully with the
di vi sion. Were an insurer, agent or broker who believes that an
i nsurance fraud has been or is being commtted notifies the
division, the notification shall toll any applicable tinme period
in the act of July 22, 1974 (P.L.589, No.205), known as the
Unfair Insurance Practices Act, or any other |law or regulation.
Section 505. Persons not connected with insurance industry.

Any person havi ng know edge of or who believes that an
i nsurance fraud is being or has been commtted may send to the
division a report or information pertinent to the know edge and
bel i ef .

Section 506. Refusal to cooperate with investigation.

It is unlawful for any person to resist an arrest authorized
by this act or in any manner to interfere either by abetting or
assi sting such resistance or otherwise interfere with division
investigators in the duties inposed upon themby this act.
Section 507. Immunity.

(a) GCeneral rule.--In the absence of nalice, persons or
organi zations providing information to or otherw se cooperating
with the division, its enployees, agents or designees, shall not
be subject to civil or crimnal liability for supplying the
i nformati on.

(b) GCuvil and crimnal liability.--

(1) In the absence of malice, persons or organi zations
shall not be subject to civil or crimnal liability for

conplying with an order issued by a court of conpetent

19930S0850B0923 - 13 -
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jurisdiction acting in response to a request by the division.

(2) In the absence of malice, the Attorney General and
any enpl oyee, agent or designee of the Ofice of Attorney
CGeneral and the division shall not be subject to civil or
criminal liability for the execution of official activities
or duties of the division by virtue of the publication of any
report or bulletin related to the official activities or
duties of the division.

(c) Construction of section.--This section does not abrogate

or nodify in any way any conmon | aw or statutory privilege or

immunity heretofore enjoyed by any person.

CHAPTER 11
M SCELLANEQUS PROVI SI ONS

Section 1101. Oher |aw enforcenent authority.

This act shall not:

(1) Preenpt the authority of or relieve the duty of any
ot her | aw enforcenment agencies to investigate and prosecute
suspected viol ations of |aw

(2) Prevent or prohibit a person fromvoluntarily
di scl osing any information concerning insurance fraud to any
| aw enf orcenent agency ot her than the division.

(3) Limt any of the powers granted to the Insurance
Conmmi ssioner to investigate possible violations of law and to

t ake appropriate action agai nst w ongdoers.

Section 1102. Repeals.

Al'l acts and parts of acts are repeal ed insofar as they are

i nconsistent with this act.

Section 1103. Ef fecti ve date.

This act shall take effect in 60 days.
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