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PROCEEDTINGS

SENATOR SEWARD: Good morning,
everyone, and thank you all for being here today,
taking the time out of your busy schedules to
discuss a very serious issue. And that is a
no-fault auto insurance fraud and what we need to
do is to put an end to this fraud.

I certainly want to say a thank
you to my colleague, Senator Martin Golden, for
hosting and sponsoring this hearing on the Senate
Insurance Committee. I certainly appreciate his
active interest in this very, very important topic.

And we do expect other members to
be in and out throughout the day as well.

Overall, no-fault fraud cost New
Yorkers well in excess of $200 million every year.
I note that we have some folks here today with
"Stop the Fraud Tax." That's exactly what it is, a
fraud tax.

And because this expense is
absorbed by all of us who purchase auto insurance
policies, it's a tax on us because of increased
premiums to pay for this fraud.

In these difficult economic times,
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these increased costs can be unsustainable for
many, many policyholders who are already struggling
financially.

This is not a victimless crime.
We are all victims because we are paying more than
we need to pay for our auto insurance, our no-fault
coverage. And while no-fault fraud continues to be
a problem statewide, it's particularly acute here,
in the Downstate area. That's one of the reasons
why we are here today, in this location.

In fact, studies have shown that
right here in New York City, one in every five
no-fault claims show evidence of fraud, and as many
as one in three claims appear to be inflated.

And studies have shown that
another 14 percent of claims in the New York City
area involve either overbilling or excessive
utilization of medical services. This is so-called
soft fraud. This type of activity is one of the
additional key elements contributing to the
increased cost of no-fault fraud and the no-fault
system.

Most concerning is the fact that,

as reported, organized crime rings have now become
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7
involved in perpetuating this type of fraud. They
are staging auto accidents and then steering
so-called victims to fraudulent medical bills. And
everyone sharing the profits from that, these
criminals who engage in no-fault fraud, have proven
themselves to be quite innovative, and they
continue to find new ways to game the system.

This impacts the insurance market
in New York State in a big way. Uncontrolled
losses on the part of insurers very well drive
carriers out of the New York insurance market
because of these uncontrolled costs, and that
results in further bad news for the consumer.

There will be less choices, less competition for
their business, and even higher cost for consumers.

Comprehensive reforms are greatly
needed to eliminate the rampant fraud and abuse
that is plaguing the no-fault system. The purpose
of our hearing today is to identify some specific
actions that can be taken by the legislation in
order to crack down on fraud and reduce the cost to
both insurers and, most importantly, the
policyholders.

I should note that we are not
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8
asking witnesses to comment on specific legislative
proposals, although we certainly hope that they do,
and they are free to do so. We've decided to leave
that open.

We are looking for some specific
suggestions that would help achieve the goal of
reducing the incidents of no-fault fraud and
lowering auto insurance premiums in New York State
and in New York City and the Downstate region.

I would ask our testifiers to keep
your remarks brief, five to ten minutes, and we'll
leave the time for questions and answers. And T
would ask everyone to provide a written testimony.
Obviously, that will become part of the record.

And I would ask you not to read the testimony but
to summarize your testimony so we can save time for
any questions and answers.

SENATOR GOLDEN: I am. And T
would. And it's going to be brief because we do
have a lot of speakers here today, and some of them
are on a time schedule.

But I want to thank you, Senator
Seward, for heading the Insurance Committee for

many years and you are a significant person in this



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

industry and are respected.

We need to get these changes
accomplished; we've passed these bills on a regular
basis. They never become law. And it's time for
these bills to become law. It's time for some of
these bills to, hopefully, here at this hearing,
give us the ability to drive some of this
legislation. And the Governor hopefully will hear
us today out here, and provide assistance in giving
us the impetus to get these bills passed in the
Assembly and to bring the most important aspect and
that is a relief to the ratepayer.

The ratepayer is getting killed in
the City and the State of New York. As per my
colleague Senator Seward -- and I'm joined by
Senator Martins here -- because of medical
providers and attorney-driven fraud, the New York
City driver is paying about 67 percent in Staten
Island, 272 percent in the Bronx, while drivers in
my district, in Brooklyn, are paying 185 percent
more than the state-wide average to no-fault
coverage.

It's time for change. This is the

vehicle to get that change. We are going to talk
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10
about some of the possible remedies for that, some
possible approaches for rectifying these reported
problems, implying tougher penalties for
perpetrators and decertifying medical providers who
create insurance fraud, modifying the 30-day rule
to allow insurances the opportunity for longer
investigative time of suspicious crimes, requiring
disputed no-fault claims to be submitted to the
arbitrator.

Testimonies this morning will help
us to look at the pre-insurance inspection,
automobile insurance fraud, anti-runners, staged
crashes. It will give us an opportunity to look at
both sides of the issue.

The Medical Society has submitted
a paper that will be reviewed by our committee and
taken into full consideration.

And, again, this vehicle, this
meeting here today is to drive change here, in the
city and State of New York. We are the third
highest in the country. You can't afford to stay
at these rates. We can't afford to lose an
insurance company out of the City and State of New

York. That would only drive up rates even further.
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Thank you all for attending.
We'll try to be as informative as we can at this
hearing and try to be as brief as we can and get
our points across. I know that the Deputy
Inspector is on a time schedule, but thank you very
much.

SENATOR SEWARD: Thank vyou,
Senator Golden.

As you've mentioned, we've been
joined by Senator Martins, who is a new member,
2011, to the Senate and a new member to the Senate
Insurance Committee but has proven to be a very
active member. And we appreciate your involvement
here to it.

Let's get right to it.

Our first witness 1is Inspector
Brian O'Neil with the NYPD, Commanding Officer of
“the Organized Crime Investigations Division.

Inspector O'Neil, looks like you
brought the whole team here with you?

INSPECTOR O'NEIL: Yes.

SENATOR SEWARD: We feel very safe

here.

SENATOR GOLDEN: So far. They are
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12
leaving soon.

(Laughter.)

INSPECTOR O'NEIL: Good morning,
Senator Seward, Senator Golden, and members of the
Senate. I am Inspector O'Neil, Commanding Officer
of the New York City Police Department's Organized
Crime Investigations Division.

I am joined by Captain Donald
Boller of my staff, as well as Lieutenant Edwin
Martinez, Commanding Officer of the Fraudulent
Accident Investigation Squad, and Lieutenant John
Schroeder, Commanding Officer of the Health Care
Fraud Task Force.

We are pleased to be here today on
behalf of the Police Commissioner Raymond Kelly to
discuss with you the work of the NYPD in combating
no-fault and auto insurance fraud.

We would at the outset like to
commend you for bringing public attention to the
widespread and pervasive problem and, in essence,
an underground industry in which medical
professionals, lawyers, and garden-variety
criminals are able to reap millions of dollars each

year, based on fraudulent medical charges and
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staged motor vehicle accidents.

While the reasoning behind
no-fault insurance coverage may be sound, the law
itself is exploited by unscrupulous criminal
enterprises.

They take advantage of the easy
availability of up to $50,000 in billing per
accident victim to the detriment of the honest
vehicle owners who must bear this cost of higher
insurance premiums.

In recent years, the explosion in
insurance fraud, and particularly in no-fault
fraud, prompted the NYPD to establish a unit which,
we believe, is unique among police departments, the
Fraudulent Accident Investigation Squad.

This unit specifically targets
staged accidents and no-fault fraud.

Because most of this fraud is
committed by extensive criminal enterprises, the
Squad was placed within the Police Department's
Organized Crime Control Bureau, which investigates
high-level organized conspiracies involving
narcotics, firearms, trafficking, auto crime, and

other serious crimes.
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Through a combination of training
and investigation, the Fraudulent Accident
Investigation Squad attacks no-fault fraud in a
variety of ways. One of its first initiatives was
to review the Police Department response to vehicle
accidents, yielding some significant changes.
First, the Department tightened access to police
accident reports which often serve as the gateway
for fraudulent scheme. Only parties who are
actually involved in an accident would now be able
to obtain a copy of the report.

Second, police officers received
additional training on how to complete the reports.
Something as simple as drawing a line through the
blank areas on an accident report could prevent a
criminal from filling in the names of illusory
accident victims.

Third and most important, the
Squad conducted and continues to conduct training
sessions for patrol personnel, which teach them to
recognize the signs of a staged accident and to
inform them of current schemes and trends.

Enhanced training and increased

awareness among the patrol force has resulted in
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solid referrals to the Fraudulent Accident
Investigation Squad, which also works closely with
our Auto Crime Division, our Auto Larceny Units,
the New York State Insurance Fraud Bureau, National
Insurance Crime Bureau, insurance companies, the
State Attorney General, and the local district
attorneys, in the investigation and prosecution of
these cases.

But, as you would imagine,
investigation and prosecution is often very
difficult as these cases involve complex financial
and medical transactions requiring extensive
documentation of fraudulent treatment and billing.

A case may start very simply.
Runners who produce accident victims for medical
clinics are typically paid between $1,200 and
$3,000 for each victim. Runners may be working for
the medical facility or may be working for a lawyer
seeking plaintiffs, who can wash the fee of the
runner through the medical clinic.

Victims may have been listed as
parties in a fictitious accident or may have been
participants in a staged accident. Or they may

have actually been in an auto accident, but were
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16
encouraged by a runner to feign serious injuries
and pursue fraudulent medical treatment at a
particular medical clinic for a fee.

The medical facilities involved in
these schemes depend upon licensed medical
professionals who authorize the treatments and,
thereby, confer apparent legitimacy on every
transaction, making it very difficult to establish
fraud.

These medical mills also tend to
be multidisciplinary in order to boost their
billing and include several practice areas;
neurology, chiropractic, physical therapy,
acupuncture, psychiatry, and dentistry, along with
referrals to MRI facilities and the use of durable
medical goods.

We use every investigative
technique at our disposal; debriefing prisoners,
obtaining information from confidential informants,
undercover operations, wiretapping and search
warrants; long-term surveillance, and scrupulous
analysis of medical records.

Most of our work is done by

building a case from the ground up, that is,
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investigating what appears to be a staged accident
and then following the trail of medical referrals
and treatment.

You may have read about two of the Squad's more
recent cases, which were helped tremendously by
video recordings of the actual events.

Last month, the Fraudulent Accident Investigation
Squad arrested eight individuals after an
investigation into a staged vehicle accident in the
Bronx.

Three vehicles, each occupied
by three individuals, were captured on video
intentionally crashing their cars into one another.
Minutes later the vehicles circled the block and
came back to the same location, where they
proceeded to back their vehicles into each other
causing further damage and simulating an accidental
crash.

The occupants subsequently
called 911 and filled out an accident report. They
then sought medical treatment for their alleged
injuries at local Bronx medical clinics, which
billed insurance companies up to $39,000 within a

short period of time.
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In another case with a
different twist, an individual was arrested two
weeks ago after claiming that he sustained injuries
and vehicle damage as a result of a tractor-trailer
accident that occurred on the approach to the
Queens-bound RFK Triborough Bridge.

After recovering over
$22,000 for medical and auto insurance
reimbursements, the story fell apart when
detectives from the Fraudulent Accident
Investigation Squad obtained and reviewed video
capturing the collision which clearly showed that
the individual was not involved in an accident.

In fact, he had stopped his vehicle in front of the
already overturned tractor-trailer and proceeded to
assist the occupants of the vehicle involved in the
accident.

When officers from the Triborough
Bridge and Tunnel Authority responded to the scene,
the defendant reported that he was involved in the
accident and was injured. The TBTA officers filled
out an accident report accordingly. Prior to his
arrest, the defendant had also retained an attorney

and initiated a lawsuit for bodily injury against
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the insurer of the tractor-trailer.

These two cases illustrate the
ingenuity that can frustrate law enforcement in
trying to counteract the financial incentive to
fraud inherent to the no-fault system.

We appreciate your giving us this
opportunity to provide our input and would like to
make a few suggestions which would go a long way in
addressing this problem.

From a legislative perspective,
we strongly support Senator Seward's bill, Senate
Bill No. 1685, which would establish a new penal
law crime for staging a motor vehicle accident,
with 3-degrees ranging from a Class D felony to a
Class B felony.

The bill provides a strong
specific remedy targeted to this criminal activity,
and we hope that the Assembly quickly approves the
bill, as the Senate has already done.

We also suggest that the penal
law sections regarding commercial bribing and
commercial bribe receiving be expanded to include
bribery and kick-back schemes perpetrated in the

context of no-fault insurance fraud. The current
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penal law provisions do not always cover this
conduct since they were intended to apply to
employees and agents, but not necessarily to the
owners of the businesses engaged in fraudulent
conduct.

In addition, we recommend that
the sentence for someone convicted of crimes
relating to staging accidents include revocation of
their driver's license and/or vehicle registration
as a means of curbing their ability to engage in
what is often repeated illegal conduct.

We have prepared a draft of this
legislative proposal which we would be pleased to
share with your staff.

Regarding administrative
sanctions, we recommend that medical and legal
professionals who participate in no-fault insurance
fraud lose their professional licenses as an
automatic consequence of this abuse of their
privilege to practice.

And finally, we would like to
propose a comprehensive new approach to the
investigation of no-fault insurance fraud.

As we have discussed, these investigations tend to
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take place from the ground up, beginning with the
street level accident and tracing the medical and
legal trail upward.

Instead, as a State, we might
consider adopting a more top-down approach, modeled
on the work of the Medicare Fraud Strike Force,
which is a part of the Department of Justice Health
and Human Services Health Care Fraud Prevention and
Enforcement Action Team, known as HEAT.

The NYPD's Health Care Fraud Task
Force is one of the elements of this team working
with the FBI, HHS, HRA, and the FDA to analyze the
Medicare payouts themselves for operations and
patterns in order to identify potential fraud and
target the violators, translating this approach to
no-fault fraud into a similar state-based team
composed of stakeholders including law enforcement,
the NYS Insurance Fraud Bureau and the Health
Department's Office of Professional Medical Conduct
could analyze the universe of no-fault medical
payments to identify anomalies indicating
unexplained or fraudulent levels of billing.

We would be pleased to take part in such an

enterprise, which has been proven to be very
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successful in parallel with Medicaid fraud
investigations.

Again, we thank you for the
opportunity to discuss our work on no-fault auto
insurance fraud and we will be pleased to answer
any questions.

SENATOR SEWARD: Thank you,
Inspector; you made some specific suggestions
there. I just had one question regarding the
runners' part of the operation.

You may be familiar with our

Majority Leader Senator Skelos who has what's

called a Runners Bill, which would actually make

this activity not only illegal, but make it a

felony.

I'd like your reaction to

22

this thought: We believe that by coming in with a

felony, possible felony conviction of a runner,
those, on the other side, are critical.

To the legislation, they are just the street
people. They are kind of low down on the totem
poll, so to speak, on this type of activity, but

the flip side is that if a runner is actually

looking at a felony conviction, their conviction,
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they may be more willing to do a little talking to
finger people further up the ladder of the ring, so
to speak. What's your reaction to that approach in
terms of making Senator Skelos' runner's bill as
strong as possible? And not only expressing the
seriousness of the activity, but also helpful in
investigating and really getting at the heart of
some of these rings?

INSPECTOR O'NEIL: We definitely
have to do more to target the runners, absolutely.

The proposed bill that I mentioned
about the commercial bribing is intended to do
similar, but whatever bill gets passed that targets
the runners, it will help us to do our job better.

SENATOR SEWARD: Great.

I think you said you had some
proposed language. We would very much like to
receive that.

INSPECTOR O'NEIL: Absolutely. We
have copies with us of that.

SENATOR GOLDEN: Thank you, Deputy
Inspector O'Neil, for being here today. I know you
are on a time schedule, and we'll try to get you

out of here quickly.
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Your testimony was very
impressive. Just how long does it take, if you
can, from the start of a case to the finish of a
case on a no-fault?

INSPECTOR O'NEIL: It can vary
greatly.

The cases I mentioned here were
pretty short-term. It took several months really.
But some of these cases, if we are very successful
and can work all the way up from the staged
accident into the medical clinic, it can honestly
take multiple years, two years.

SENATOR GOLDEN: Two years to get
a single case. How many --

INSPECTOR O'NEIL: We are talking
about multiple subjects of a case with a type of
case that gets everybody from a fraudulent
accident, multiple runners, multiple medical
clinics and the managers who run usually more than
one, several clinics.

SENATOR GOLDEN: The task force
that you've mentioned that already dealt, maybe you
can expand on a case recently that was here in New

York City and how that task force was helpful?
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INSPECTOR O'NEIL: One of the
cases that the Health Care Fraud Task worked on
recently, obviously, it was not involving directly
no-fault insurance fraud, it was a Medicaid fraud,
but in the end, that case resulted in the
indictment and arrest on federal charges of a high
acting, high ranking member of an Eastern European
organized crime known as a "Vor," based out of Los
Angeles.

They ran operations out of New
York, Los Angeles, and multiple states in between.
If I recall, it was more than twenty clinics. The
operations involved stealing patients' information
from a hospital in White Plains to some doctors
that were involved in doing fraudulent billing, and
multiple levels in between.

SENATOR GOLDEN: And the recovery
was the gentleman that was arrested here, in
Brooklyn?

INSPECTOR O'NEIL: The "Vor" was
arrested in Los Angeles, but we had multiple
arrests of other members of --

SENATOR GOLDEN: What was the cost

of that to the Medicare?
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INSPECTOR O'NEIL: It's definitely
millions of dollars.

SENATOR GOLDEN: Looking at the
losses of the insurance company, it's well over
$200,000, and I'm sure we'll hear much more to that
from different insurance companies that are going
to come forward and testify. How many mills have
to be out there to be able to have these types of
losses? How much are we looking at out here?

INSPECTOR O'NEIL: We definitely
come across multiple medical mills. I don't know
exactly how many are out there, but we certainly
target them when we find them.

We found them virtually in every
borough here, in the City.

SENATOR GOLDEN: What we were able
to do in Medicaid, my colleagues, we looked at an
area in Upstate, New York. What they did is they
test in Upstate, couple of counties, and they
watched how people were buying Oxycodone from
different pharmaceuticals, and they were able to go
over there and do an overlay and check to see who
was purchasing it, who was writing the scripts, and

who was, you know, where were they, these scripts
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filled.

Have we got any sense of an
overlay how we can check the different people that
are involved in these fraud systems?

The article 28th, the Health Care
Systems, the doctors, the criminals themselves, how
we can overlay crime or fraud statistics in a
borough being, of course, Brooklyn and Queens and
Staten Island being the worst, but it goes to
Westchester and Nassau Counties as being the five
counties that devastate the State of New York in
insurance.

Is there any technology overlay
practices here in the State of New York that we can
do here in the State of New York?

INSPECTOR O'NEIL: We have in the
past received fraud alerts from the National
Insurance Crime Bureau just where certain clinics
may have reason above level where they deem them to
be possible fraud-involved.

But in general, I believe that's
the idea that I'm trying to propose with creating
this state version of this HEAT Team, where we get

different agencies, including ourselves and
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prosecutors, involved to try and create that kind
of a system where we can -- these things will be
able to be quickly identified and we can address
them.

SENATOR GOLDEN: That's a focus of
this hearing, to come up with some type of, I
believe, remedy or, at least, assistance in trying
to bring down fraud.

And I believe the task force does
work. And I was looking at the district attorneys
across the State and the City of New York in trying
to come up and working with the Attorney General's
office, if we could, and, of course, NYPD
specifically to make it a statewide issue but
definitely a much larger City issue for insurance
companies and, of course, the ratepayers here in
the City of New York.

How does it fit in with this task
force, how we'll be able to put that together?

INSPECTOR O'NEIL: Sounds like a
good start. If we can get different prosecutors to
get involved with us and the New York State
Insurance Bureau and NICB involved, we can work

together. That's a good start.
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SENATOR GOLDEN: On the fraud
recoveries, I know that's obviously going to be an
issue with District Attorney A to District Attorney
B and District Attorney C and NYPD. Of course, it
has to be funded.

How do we fund this?

Are there federal funds available
for this and is there some kind of clawback on when
we make the recovery that can go into District
Attorneys' offices or into this task force for
impetus to get this started and keep it going?

INSPECTOR O'NEIL: I'm not aware
of that kind of funding. We have received state
grants to do investigations in the past. But for
this particular task force, I'm not aware that the
funding is readily available.

SENATOR GOLDEN: Could your people
put together, if it's possible, and I know it
wouldn't be a true bill of affairs, but what a cost
of a task force would be working with the District
Attorney's offices here in the City of New York?
What type of cost would be assigned to that to be
effective and how much manpower would have to be

assigned to that? I guess you have to have
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undercovers working on the street and you've got
different gangs, Russian, Armenian, across the
board, Italian. I guess there's a lot of work that
has to go into this, right, I imagine?

INSPECTOR O'NEIL: Yes.

SENATOR GOLDEN: Being a former
cop, I should have figured that out myself.

I don't want to be 1long. You just
went into what the cost of the health care, health
issue was. You did not go into what the fraud was,
long-term losses for the insurance company, real
losses when they go in and file insurance cases.

When you say it takes two years on
average, you can go all the way up in the actual
lawsuit itself, I presume, right?

INSPECTOR O'NEIL: I'm sorry,
what?

SENATOR GOLDEN: Lawsuit for pain
and suffering as well as for --

INSPECTOR O'NEIL: Well, we have
not had a great deal of success in speaking about
getting the attorneys. We do have greater success
in getting the medical clinics, the managers, and

some of the medical professionals involved.
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SENATOR GOLDEN: There's no aim on
going into that direction?

INSPECTOR O'NEIL: It's certainly
part of the investigation.

SENATOR GOLDEN: The commercial
bribery part of the bill that you are proposing
would obviously be a great assistance to the

Runners Bill.

Do you believe that it's also
necessary as part of the Runners Bill to be able to
achieve your goals?

INSPECTOR O'NEIL: I don't know if
one is better than the other, but I think the
Commercial Bribing Bill or the Runners Bill or
whatever legislation helps us target the runners is
going to help to us.

SENATOR GOLDEN: Inspector, thank
you very much.

There's a ton of gquestions I want
to ask you, but I'm going to get kicked out of here
by the Chairman because it's a long day for a lot
of people here in the audience.

I want to thank you for your

testimony, and tell Commissioner Kelly thank him
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for allowing you to be here today. And give him my
regards.

SENATOR SEWARD: Senator Martins.

SENATOR MARTINS: Just one
question, Deputy Inspector.

When you are dealing with Medicaid
and Medicare, there are, I guess, central places of
information you can analyze in terms of whether or
not there are anomalies when it comes to billing
cycles or billing practices.

Is there a similar aggregation of
information when it comes to no-fault between the
insurers so that someone would have the ability or
a task force would have the ability to review it
similarly?

INSPECTOR O'NEIL: I believe that
the NICB would have that repository, or the New
York State Insurance Fraud Bureau.

SENATOR SEWARD: Thank you,
Inspector.

I was particularly intrigued with
your concept of using the Medicare Fraud Strike
Force as a model for pulling together different

units of state government that have a similar
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strike force specifically directed at no-fault and
insurance fraud.

And this would be a particularly
good time for us to embark on something like this
because, as we may all know, the Insurance
Department is in for some reorganization as we
create this new Department of Financial Services
with the Banking Department. I know that this
fraud unit, there will be some reorganization going
on. So this may be a perfect time to discuss this
with the administration and whatever we need to do
legislatively in this area. I think that's an
excellent suggestion.

INSPECTOR O'NEIL: Thank you.

SENATOR GOLDEN: And I apologize
for calling you a Deputy Inspector. I should have
known that from being a police officer, Inspector.

SENATOR SEWARD: Thank you very
much.

The next witness 1is an Honorable
Daniel Donovan, who is a Richmond County District
Attorney.

MR. DONOVAN: Mr. Chairman, let me

begin by thanking Senator Golden for looking out
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for our budget and trying to get us more money.
Thank you.

SENATOR GOLDEN: And also to get
you more work.

MR. DONOVAN: We have the work
already.

I'd like to thank Senator Golden
and Senator Seward and Senator Martins and other
members of the Insurance Committee for allowing me
to testify about our ways to help reduce the
insurance fraud and abuse that plagues our State.

I will keep my remarks brief
because I know there are many people waiting to

testify.

As a district attorney, myself and

my colleagues depend largely on the industry
watchdogs to bring us cases. That's why, I
believe, giving the insurance industry the tools
needed to detect, investigate, and prevent fraud
before it occurs would be the most efficient and
effective ways to reduce it.

Some of these changes are already
being proposed by legislators here today, and I'd

like to thank you for your efforts on our behalf
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and to support two specific pieces of legislation.

On a common sense approach, T
support Senator Golden's bill, which allows a
retroactive cancellation of a policy in a case of
any fraudulent activity.

In auto insurance fraud, just as
in many cases of fraud, the policy is often
purchased with a stolen or fake credit card or by
using a phony identification.

And because the policy becomes
active before the payment goes through, there's
ample time for bad actors to submit fraudulent
claims before ever paying a dime of their insurance

premiums.

As Senator Golden points out, most

states that have no-fault insurance also allow for
retroactive policy cancellations to prevent this
type of activity.

New York is not one of them. And
it's no coincidence that we are consistently among
the leaders of insurance fraud, according to the
National Insurance Crime Bureau.

Senator Golden's proposal which

would allow retroactive cancellation of the
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automotive insurance in the first 60 days where the
payment is made with insufficient funds or where
the identity used to procure the policy turns out
to be fraudulent could effectively nip some of this
fraud in the bud.

I also believe that it will
discourage people from fraudulent claims, knowing
that their policy will be canceled after an
extended period of time, which is not allowed now.

I believe Senator Golden's bill
will work hand in hand with another proposal, a
bill sponsored by Senator Seward allowing insurance
companies more time to look into claims.

Under current law, a person has 30
days after an accident to make an insurance claim.
Insurance companies then have 30 days to either pay
or deny that claim or to formally request more
information to investigate further.

By the time the insurance company
gets the claim, however, there's usually 30 days of
medical treatment and/or history that need to be
reviewed to fully understand what occurred at the
accident and the extent of the injuries.

That seems impossible when one



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37
claiming agent is usually juggling dozens of claims
at a time.

Furthermore, the State applies a
penalty of two percent interest per month if an
insurance company does not meet the standards under
the 30-day rule.

And in lawsuits, judges have ruled
that insurance companies can't assert any defense
if they have not met that standard.

While the 30-day rule was created
to promote prompt resolution of injury claims,
alleviate the burden on the court system, and limit
cost to the consumer, it may help to do the
opposite by making it easier to get payouts from
scams.

Giving the insurance companies the
time to decide what questions they need to ask,
whether further information is warranted, and
whether they could notify law enforcement is a
prudent modification of current law that will help
uncover fraudulent activity. It will also, in the
end, help alleviate the burden on honest residents
for having to pay for fraudulent activities.

I would like to conclude by saying



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

38
- and that's always everybody's favorite line in
anybody's testimony - I'd like to conclude by
saying that I also support the effort by some of
the lawmakers here today to create the felony for

staging an accident.

This would not only codify a
crime, but give us prosecutors another tool to
combat criminal activity.

I once again thank you,

Mr. Chairman, Senator Golden, Senator Martins, for
this opportunity. And I will be available for any
guestions that you might have on my limited
testimony.

SENATOR SEWARD: Thank you. It's
very much appreciated to have a perspective of a
prosecutor here.

I just have one question for you
in a general sense.

Some of the bills that have been
introduced in this area, and many of which have
already passed the Senate, are directed either
towards creating a new crime, such as staging an
accident, or increasing penalties for illegal

activity and specifically the insurance fraud.
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We have legislation right across
the board to do that on all insurance fraud,
increasing penalties.

From a prosecutor's point of view,
what impact does a creation of new crimes and
increasing penalties for insurance fraud, in this
case, what impact does that have on investigation,
from a prosecutor's point of view?

MR. DONOVAN: They are great
tools, Senator. We have to keep up with the
criminal industry. They are creating new crimes
every day. They are coming up with innovative ways
to exploit industries such as we are talking about
today, the insurance industry.

So by creating new crimes, we are
keeping up with the bad guys; we are keeping up
with the criminals. A lot of times we are
responsive because we create a new legislation
based on incidents that happen that come to our
attention.

And since this has become
something that's been ramping in our communities,
in New York City particularly, I commend you for

coming up with solutions for us to give us the
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tools to combat it.

As the Inspector was saying, as
many men and women are working on this on a daily
basis, you are allowing us new tools to combat it
and to be more effective at it.

SENATOR SEWARD: Thank you.

Any questions?

SENATOR GOLDEN: Thank vyou,
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