
TO: 

FROM: 

RE: 

DATE: 

MEMORANDUM 

TOM FREEDMAN, MARY SMTTH, PAUL WEINSTEIN 

SKYE PHILBRICK 

AUTO INSURANCE FRAUD 

NOVEMBER 26, 19̂  

Note: I have completed a preliminary search on criminal penalties concerning auto insurance 
fraud. Please let me know on Monday morning if you need more information or more specific 
information. I had to catch a flight at 3:00 P.M. so this is all I had time to accomplish. 



MEMORANDUM 

TO: TOM FREEDMAN, MARY SMITH, PAUL WEINSTEIN 

FROM: SKYE PHILBRICK 

RE: AUTO INSURANCE FRAUD 

DATE: NOVEMBER 26, 1997 

BACKGROUND INFORMATION: Recent surveys have revealed increased support for 
tougher penalties pertaining to auto-insurance fraud. Although there has been no federal 
legislation concerning criminal penalties of auto-insurance fraud, many states are attempting to 
crack down on fraudulent claims. Some states are beginning to look at penalties for auto-
insurance fraud and their effectiveness. New Jersey has received a lot of attention due to its 
high auto-insurance rates. Governor Whitman has proposed increased penalties for fraudulent 
claims and fining insurance companies $25,000 each time they fail to report a fraudulent case. 
Currently, most states impose civil fines, instead of prosecuting them criminally. Many have 
argued that this will not reduce the amount of fraudulent clauns due to the amount of money 
that people are able to collect from insurance companies. 

FEDERAL CRIMINAL PENALTIES: After completing a preliminary search on auto 
insurance fraud, I did not find any federal legislation regarding criminal penalties. 

STATE CRIMINAL PENALTIES: 

(I am still reading the materials I located on auto-insurance fraud) 

NEW JERSEY 

"Governor Whitman's proposed insurance reform increases penalties for fraud and requires 
that licenses be revoked for lawyers and medical professionals involved in such schemes." 
TEXAS 

NEW YORK 

CALIFORNIA 
"Currently, if a staged auto accident is committed, the suspect faces a two year sentence and a 
$50,000 fine. Under SB 334, a staged auto accident for the purpose of receiving fraudulent 
insurance proceeds would be not only a 'serious' felony, but it would also mean the suspect 
would be subject to the 'three strikes and you're out law'." 

ILLINOIS 



NOTE: I have attached some articles concerning auto insurance fraud. There is also an 
article about Insurance Claims Fraud Problems and Remedies by Robert W. Emerson. Let me 
know if you would like a copy of it. Also, I will be able to complete a more thorough search 
on Monday. 
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HEADLINE: Survey f i n d s Americans support tough stand on insurance fraud 

BYLINE: BY MARGO D. SELLER 

BODY: 

More Americans say they are w i l l i n g t o prosecute c r i m i n a l s f o r insurance 
fraud, according t o the Insurance Research Council. 

A r e p o r t released Wednesday by the Wheaton, 111., i n d u s t r y group found t h a t 
74 percent of the 1,991 Americans surveyed s a i d they were w i l l i n g t o pay one 
ext r a d o l l a r on t h e i r auto insurance p o l i c y t o fund fr a u d i n v e s t i g a t i o n s and . 
prosecution of those accused of fraud, i n c l u d i n g doctors, c h i r o p r a c t o r s , lawyers 
and auto body shops. 

That percentage i s up from the 66 percent who responded t o the group's 1991 
survey, said T e r r i e Troxel, IRC's executive d i r e c t o r . 

I n 1995, between $5.2 b i l l i o n and $6.3 b i l l i o n was added to the insurance / 
b i l l s of personal car insurance p o l i c y h o l d e r s because of o u t r i g h t f r a u d or claim 
padding, according t o an IRC estimate. 

That increased cost, combined w i t h a d v e r t i s i n g campaigns by such market 
leaders as State Farm Group and CNA Insurance, have spurred a ""growii;g 
awareness among honest p o l i c y h o l d e r s t h a t they are paying the p r i c e of insurance 
fraud,'' said Mr. Troxel. 

As a r e s u l t , ""support i s growing f o r aggressive a c t i o n s ' ' t o f i g h t f r a u d , 
People want t o stop paying those f r a u d u l e n t claims. There i s less tolerance w i t h 
people cheating the system,'' Mr. Troxel said. 

For instance., a greater number of people t o l d IRC they favored c r i m i n a l 
prosecution f o r insurance fraud. The survey found t h a t 75 percent of respondents ,/ 
thought a person involved w i t h an organized r i n g of doctors, lawyers and body 
shops f i l i n g f a l s e claims t;o 4efraud insurance companiep should be prosecuted 
f o r fraud, up from 69 percent i n 1991, 

The same i s true f o r such frauds as f i l i n g f a l s e auto i n j u r y claims, IRC said / 
61 percent pf those responding want t h a t person prosecuted f o r fr a u d ; 51 percent 
f e l t the same way i n the 1991 survey. 

And once convicted, Mr. Troxel said, ""people i n c r e a s i n g l y favor "get tough' 
t a c t i c s such, as prosecutiion by law enforcement a u t h o r i t i e s and j a i l terms by the 
courts .''.-•. 

® " LEXIS-NEXIS- ^ LEXIS-NEXIS- ® " LEXIS-NEXIS-
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S p e c i f i c a l l y , 69 percent of the respondents s a i d they were more l i k e l y t o 
favor j a i l terms over lesser p e n a l t i e s such as a f i n e or lic e n s e revocation, 

up from 60 percent i n 1991. 

Mr. Troxel s a i d p o l i c y h o l d e r s ' f r u s t r a t i o n i s r e f l e c t e d i n t h e i r w i l l i n g n e s s 
to look t o d i f f e r e n t s o l u t i o n s , even i f they cause inconvenience. 

The study found 88 percent would be w i l l i n g t o provide a copy of t h e i r car 
t i t l e at the time they take out a p o l i c y , up from 82 percent i n 1991. 

Also, i f i t cuts fraudulent claims and lowers t h e i r premiums, 85 percent said 
they would be w i l l i n g t o b r i n g t h e i r car t o t h e i r insurance company 
rep r e s e n t a t i v e or agent so t h a t the car could be photographed and inspected at 
the time the p o l i c y i s taken out. 

This i s an increase from the 83 percent who agreed i n the 1991 survey, Mr. 
Troxel said. 

LANGUAGE:. ENGLISH 

LOAD-DATE: January 17, 1997 
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HEADLINE: AUTO INSURERS LAX IN REPORTING FRAUD TO STATE 

BYLINE: RANDY DIAMOND, Trenton Bureau 

BODY: 

A st a t e a u d i t found t h a t auto insurers i n New Jersey l a s t year 
f a i l e d t o r e p o r t most cases of fraud, despite a s t a t e law r e q u i r i n g 
them to do so, Insurance Commissioner E l i z a b e t h Randall said Monday. 

At a meeting w i t h r e p o r t e r s and e d i t o r s at The Record, Randall sa i d 
auto i n s u r e r s f a i l e d t o re p o r t approximately 22,000 cases of fraud t o 
the s t a t e , f a r more than the 13,000 cases they d i d r e p o r t . 

"We need the insurance companies t o work w i t h us, which I don't 
t h i n k they have done,"Randall said. 

Increased e f f o r t s at r o o t i n g out fraud i s a key p a r t of the car 
insurance reform plan t h a t Governor Whitman unveiled during her State of ̂  
the State address l a s t week. 

Among other t h i n g s , the governor proposed f i n i n g insurance 
companies $ 25,000 f o r each fraud case they uncover and f a i l t o r e p o r t . 

Randall s a i d Monday t h a t she d i d not know how much auto insurance 
fra u d costs New Jersey motoriste. ' , 

But the Whitman a d m i n i s t r a t i o n l a s t week, c i t i n g an insurance 
i n d u s t r y group, sa i d every f a m i l y i n the n a t i o n spends $ 161 each year 
f o r f r a u d u l e n t auto insurance claims. 

An i n d u s t r y spokesman questioned the department's methodology i n 
determining the number' of fraud cases t h a t were not reported t o the 
s t a t e . • " 

Randall sa i d the estimate i s based on an a u d i t of some claims f i l e s 
from the 70-plu3 auto in s u r e r s who do business i n New Jersey. 

John Tiene, executive d i r e c t o r of the New Jersey Insurance News 
Service, a consortium of New Jersey auto i n s u r e r s , s a i d insurers 
o c c a s i o n a l l y f a i l t o repo r t cases of fraud, but he said i t i s not on 
purpose. 

" I t ' s not w i l l f u l , " h e s a i d . " I t ' s an ove r s i g h t . We're human." 

^^^5^TM 
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Whitman's insurance reform plan promises a redu c t i o n i n annual 
insurance premiums of up t o 25 percent f o r m o t o r i s t s who agree t o give 
up t h e i r r i g h t t o sue f o r pain and s u f f e r i n g i f they are involved i n an 

accident. But Randall maintained t h a t Whitman's a n t i - f r a u d i n i t i a t i v e s 
w i l l help lower insurance rates even f o r m o t o r i s t s who r e t a i n t h e i r 
r i g h t t o sue. 

The a n t i - f r a u d proposals include: 
Increasing p e n a l t i e s f o r medical p r o f e s s i o n a l s found g u i l t y of 
fraud, i n c l u d i n g l i c e n s e revocation. 

H i r i n g 25 s t a t e fraud i n v e s t i g a t o r s . 

F i n i n g insurance companies $ 25,000 each time they f a i l t o rep o r t a 
case of obvious fra u d t o the s t a t e . 

Under s t a t e law, auto insurers are re q u i r e d t o maintain t h e i r own 
fraud d i v i s i o n s and r e p o r t claims they determine t o be fr a u d u l e n t t o the 
s t a t e . 

Randall s a i d she wasn't sure why insurance companies are not 
r e p o r t i n g cases of fraud t o the s t a t e , but she sai d some insurers may 
f e e l i t i s less c o s t l y and easier j u s t t o pay fr a u d u l e n t claims. 

"Sometimes i t ' s too small a matter f o r them,"she said."They don't 
want t o devote the resources." 

But Tiene s a i d auto insurers spent $ 14.8 m i l l i o n i n 1995 on t h e i r 
fraud e f f o r t s , up from $ 11.6 m i l l i o n i n 1994. 

He sai d the s t a t e must take p a r t of the blame f o r not doing enough 
to deter fraud, c l a i m i n g t h a t some cases sent by auto in s u r e r s t o the 
department's Fraud D i v i s i o n have languished f o r up t o a year. 

Tiene also s a i d the s t a t e imposes c i v i l f i n e s on most of those 
found g u i l t y of fraud, instead of prosecuting them c r i m i n a l l y . He said 
f i n e s are not an e f f e c t i v e way t o stop fraud. 

Randall s a i d a d d i t i o n a l i n v e s t i g a t o r s w i l l help the Fraud D i v i s i o n 
dispose of cases f a s t e r and t h a t l i c e n s e revocation w i l l be a more 
e f f e c t i v e t o o l f o r p e n a l i z i n g p r o f e s s i o n a l s who commit insurance fraud. 

LANGUAGE: Eng l i sh ' 

LOjfiD.-DATE: January 21 , 1997 
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BODY: 

In a series of early-morning r a i d s Thursday, Passaic County 
a u t h o r i t i e s a r r e s t e d 41 people who they say t a r g e t e d unknowing 
moto r i s t s f o r random car crashes t o c o l l e c t bogus insurance 
settlements. 

Most of the suspects were passengers who knew t h e i r d r i v e r s were 
going t o crash, a u t h o r i t i e s said. The passengers a l l e g e d l y faked 
i n j u r i e s and submitted almost $ 1 m i l l i o n i n f a l s e claims i n connection 
w i t h 21 staged crashes from January 1995 t o June 1997, Passaic County 
Prosecutor Ronald S. Fava said. 

"We are not done," Fava said."This i s an a c t i v e , ongoing 
i n v e s t i g a t i o n . There w i l l be more a r r e s t s . " 

Thursday's sweep, the second i n Passaic County i n four months, 
nabbed more fraud suspects than any known previous roundup i n the s t a t e , 
said Roy Bloom, d i r e c t o r of the s t a t e Insurance Fraud D i v i s i o n . 

About 30 of the suspects are from Paterson. A l l were charged w i t h 
conspiracy t o commit t h e f t by deception and face a maximum pen a l t y of 
f i v e years i n j a i l . B a i l was set at $ 10,000 f o r some and $ 20,000 f o r 
others. 

Insurance i n d u s t r y o f f i c i a l s welcomed Thursday's sweep as a sign 
t h a t fraud, which Bloom sai d costs the average New Jersey p o l i c y h o l d e r 
$ 160 annually, i s f i n a l l y being taken s e r i o u s l y . But they tempered 
t h e i r excitement by saying t h a t such fraud w i l l continue u n t i l doctors 
and lawyers lose t h e i r i n c e n t i v e t o p r o f i t from such scama, and u n t i l 
the state's insurance laws change. 

No lawyers or doctors were arrested Thursday. 

The a r r e s t s f o l l o w l a w s u i t s f i l e d by at l e a s t s i x in s u r e r s i n the 
las t , two years accusing 2,500 people, most of them Passaic County 
residents, of sujamitting $ 50 m i l l i o n i n bogus claims. 

Insurance fr a u d and what to do about the high coat of auto 
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insurance have been hot t o p i c s i n the governor's race. When asked i f the 
l a t e s t sweep was timed t o coincide w i t h Tuesday's e l e c t i o n , Fava termed 
the notion"asinine,"and added,"I would n e i t h e r speed up nor postpone 
the timing of a r a i d . " 

The f i r s t Passaic County sweep, i n June, n e t t e d about 20 suspects. 

That r a i d t a r g e t e d people involved i n crashes i n which both d r i v e r s , 
and up t o fou r passengers i n each of the cars, were p a r t i c i p a n t s i n the 
alleged scheme. 

Those a r r e s t e d Thursday r e p o r t e d l y took a d i f f e r e n t tack i n which 
the d r i v e r of one car d e l i b e r a t e l y crashed i n t o an unsuspecting m o t o r i s t 
i n the second car, a u t h o r i t i e s said. "To throw o f f law enforcement, what 
they do i s inv o l v e innocent people,"Fava said. 

He said none of the unsuspecting mo t o r i s t s were i n j u r e d i n the 
fender benders. 

" I n America, you have competition and free e n t e r p r i s e , "Fava said, 
n o t i n g the d i f f e r e n t methods of the al l e g e d rings."There i s more than 
one r i n g i n v o l v e d . " I n another i n d i c a t i o n of the second groupis s o p h i s t i c a t i o n , 
the ; • 
driver would use a false license obtained with a borrowed or stolen 
^irth certificate, Fava said. With the fake identity, the driver would 
purchase an insurance policy and, after he or she purposely rammed 
someone else at a stop sign or an intersection, all of the conspiring 
passengers would sue the driver's insurance company, the prosecutor 
said.. •i^.-y. 

: Because the d r i v e r s never used t h e i r r e a l i d e n t i t i e s , many 
remained at la r g e Thursday, he said. 

Fava would not say how the l a t e s t suspects were i d e n t i f i e d . But 
in d u s t r y i n v e s t i g a t o r s t y p i c a l l y c i t e " f r a u d flags,"such as repeat:ed 
accidents by one person i n a short period, t h a t r a i s e suspicion. 

A u t h o r i t i e s s a i d 19 of the 21 accidents t i e d t o the l a t e s t 
suspected r i n g occurred i n Paterson, Passaic, and C l i f t o n . 

Fava declined t o comment on which lawyers or doctors handled the 
a l l e g e d l y f r a u d u l e n t cases, though insurance re p r e s e n t a t i v e s and 
i n v e s t i g a t o r s have repeatedly s a i d t h a t computers show which 
p r o f e s s i o n a l s handle the most claims. Fava declined t o say i f physiciang 
and attorneys would be ar r e s t e d , saying the i n v e s t i g a t i o n i s or^going. 

' . Though t:he m u l t i m i l l i o n - d o l l a r business of fr a u d i s now a 
so p h i s t i c a t e d i n d u s t r y w i t h the a b i l i t y t o manufacture fake 
i d e n t i f i c a t i o r i a and,.iaunder money, fraud s t a r t e d small, according t o 
insurance, o f f i c i a l s , 

what began w i t h people exaggerating i n j u r i e s evolved i n t o a system 
where lawyers would, pay"runners"to b r i n g i n people who were i n par 
crashes, whether they were i n j u r e d or not. Then, i n v e s t i g a t o r s said. 

. ^ M ^ ^ T U ^ ^ ^ ^ ^ . ™ ^ ^ ^ ^ ^ ^ 
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the runners grew t i r e d of w a i t i n g f o r crashes and staged t h e i r own. 

Fava sai d Fabian Beato, 41, of Ryerson Avenue i n Paterson, who was 
arre s t e d Thursday, was an organizer of the l a t e s t r i n g . Though he di d n ' t 
p a r t i c i p a t e i n any crashes, he arranged them and b e n e f i t e d from"a 
d i v i s i o n of the proceeds,"Fava said. 

Insurance i n v e s t i g a t o r s say fraud expanded so q u i c k l y i n the county 
f o r two basic reasons. F i r s t , there i s a steady pool of poor immigrants 
who are t a l k e d i n t o p a r t i c i p a t i n g i n the schemes by ri n g l e a d e r s who 
d i r e c t them to doctors or lawyers. 

"As long as there are people who see the system as o f f e r i n g an 
economic o p p o r t u n i t y , they w i l l t r y t o take advantage of i t , " s a i d E l i o 
Montenegro, a spokesman f o r A l l s t a t e Insurance Co., which along w i t h 
Warner Insurance was i d e n t i f i e d as the two companies v i c t i m i z e d by the 
l a t e s t a l l e g e d scam. 

Buf'every s t a t e has i t s poor people," Montenegro continued, adding 
t h a t a second f a c t o r d i s t i n g u i s h e s New Jersey, the insurance system 
i t s e l f , w h i c h " i n v i t e s more fraud than any other state,"he s a i d . 

He suggested t h a t the state's"take-all-comers"law, which prevents 
insurers from t u r n i n g down customers they consider bad r i s k s , 
c o n t r i b u t e s t o fraud. 

At the New Jersey Insurance News Service, Executive D i r e c t o r John 
Tiene f a u l t e d a system t h a t gives people higher cash settlements based 
on the value of t h e i r medical b i l l s . And he suggested t h a t unless"pain 
and suffering"awards are l i m i t e d t o those who s u f f e r serious i n j u r i e s , 
fraud would continue t o escalate as scam a r t i s t s fake neck pain and 
other hard-to-disprove ailments. 

A l l s t a t e has sued 1,000 people i n the region i n connection w i t h 
alleged f r a u d and may sue 6,000 more. Montenegro sa i d the i n s u r e r would 
pay claims submitted by innocent i p o t o r i s t s s t r u c k by i t s c l i e n t s acqused 
of fraud 

Thursday's a r r e s t s began about 4:45 a.m., a f t e r members of s i x law 
enforcement agencies and the fra u d d i v i s i o n gathered at a county b u i l d i n g i n 
Paterson.< W i t h i n an hour, 23 three-person teams were t a k i n g 
i n suspects i n Paterson, Passaic, C l i f t o n , Newark, and F a i r f i e l d . 

Fava sai d the suspects were arrested without i n c i d e n t and 
transported t o Paterson municipal court, where a-judge set b a i l . 

GRAPHIC: PHOTO - DON SMITH /STAFF PHOTOGRAPHER - Police leading suspects i n 
auto insurance fr a u d t o a bus to take them f o r arraignment i n Paterson. 

LANGUAGE: English 

LOAD-DATE: October 31, 1997 

LEXIS-NEXIS- ® " LEXIS-NEXIS- ®~ LEXIS-NEXIS 
-^J^A member of the Reed Elievier pk group ' 6 < ^ ^ member of the Reed Elievjer pk group " ^ ^ ^ member of the Rccd EI»evicr pk group 



Page 5 

FOCUS - 7 OF 5 5 STORIES 

Copyright 1997 Asbury Park Press, Inc. 
Asbury Park Press (Neptune, NJ.) 

October 26, 1997, Sunday 

SECTION: AA, Pg. 4 

LENGTH: 8 57 words 

HEADLINE: Auto insurance rates t r o u b l e Assembly hopefuls 

BYLINE: TERRI NEEDHAM; STATEHOUSE BUREAU 

BODY: 

THE CANDIDATES f o r s t a t e Assembly i n the 30th D i s t r i c t a l l want t o lower New 
Jersey's h i g h e s t - i n - t h e - n a t i o n auto insurance r a t e s , but disagree on how t o do 
i t . 

I n the r e l a t i v e l y q u i e t race. Assemblymen Joseph R. Malone I I I and Meij-vin 
C Q t t r e l l , both R-Ocean, are p i t t e d against two former Democratic mayors of 
Jackson Township and two r e t i r e e s representing the Conservative Party. ' 

Malone, an assemblyman since 1993, o f f e r s not so much a plan, as a process, 
saying the s p e c i a l i n t e r e s t s w i t h a stake i n reforming the auto insurance system 
need t o get; together and i r o n out a compromise. 

"We can't manage t o j u s t r o l l back insurance rates 10 percent," Malone said. 
'! I t ' s not a d i c t a t o r i a l answer. McGreevey, he's out i n major, niajor l e f t f i e l d , " 
Democratic g u b e r n a t o r i a l candidate James E. McGreevey has vowed t o r o l l back 
insurance rates by executive order, i f elected. 

C o t t r e l l , a three-term assemblyman who chairs the Assembly Senior Issues, 
Tourism and Gaming Committee, favors e l i m i n a t i n g the verb a l t h r e s h o l d and the 
n o - f a u l t system, which requires consumers' own insurance t o pay up t o $ 250,000 
i n medical costs f o r i n j u r i e s they s u s t a i n i n accidents. However, he does not 
support r e s t r i c t i n g m o t o r i s t s ' a b i l i t y t o sue, an e s s e n t i a l p a r t of Gov. 
Whitman's Driver's Choice plan, which she proposed l a s t month. 

Both Malone, 48, and C o t t r e l l , 68, voted f o r auto insurance reforms Whitman 
signed i n t o law i n June. That law ended automatic c o s t - o f - l i v i n g increases and 
"bad d r i v e r " surcharges, stopped insurance companies from dropping good d r i v e r s 
f o r no reason and targeted fr a u d by increasing f i n e s on i n s u r e r s who f a i l t o 
rep o r t suspected fraud and by p r o v i d i n g more insurance i n v e s t i g a t o r s . 

Democrat Arthur .Conway, a manager at AT&T, said he has examined auto 
insurance refprnis i n Qther states and would consider supporting an end t o the 
n o - f a u l t system. • 

pemocrat Richard Pqrys, 5*1, a reg i o n a l manager f o r Metromedia Corp., said he 
wpuld support: f u r t h e r i ncreasing the p e n a l t i e s f o r fraud and ord e r i n g auto 
insurance cbmpanies t o provd they are l o s i n g money before they' are allowed t o 
i n s t i t u t e r a t e increases. 
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Conservative candidate Salvatore Duscio, a r e t i r e d p r i n t e r who owns and 
operates a Jackson Township farm, proposes e l i m i n a t i n g mandatory auto 
insurance, arguing t h a t v o l u n t a r y insurance would r e s u l t i n companies becoming 

more competitive and o f f e r i n g lower r a t e s . 

Duscio's running mate, Florence Township resi d e n t Stephen Mognancki, favors 
e l i m i n a t i n g the n o - f a u l t system. However, he said "auto insurance i s way too 
high. I t should have been looked i n t o years back, not now. I t ' s too l a t e , but 
something s t i l l can be done." 

Mognancki and Duscio are also pushing f o r changes i n pro p e r t y taxes. 

Duscio, 69, f e e l s t h a t p r o p e r t y taxes should r e f l e c t the income of taxpayers. 

Mognancki, 72, t h i n k s t h a t school taxes should be frozen when res i d e n t s reach 
age 65. He said he pays $ 1,900 i n school taxes. He also f e e l s t h a t p r o p e r t y 
taxes should not increase any more than the i n f l a t i o n r a t e . 

Mognancki supports r a i s i n g the sales tax t o pay f o r schools. " I t h i n k i t 
would be easier f o r the e l d e r l y because they don't buy as much. ... T o u r i s t s 
coming through the town would pay f o r your schools." 

Conway and Borys also believe p r o p e r t y taxes can be reduced by funding 
schools i n other ways, but have not o f f e r e d any f i r m s o l u t i o n s . 

C o t t r e l l supports r e s t r u c t u r i n g the pro p e r t y tax system, but said he would 
leave the s p e c i f i c changes up t o the vo t e r s , as the s t a t e of Michigan d i d . I n 
Michigan, taxpayers voted t o reduce p r o p e r t y taxes by r a i s i n g sales and 
c i g a r e t t e taxes. 

As challengers hoping t o oust longtime lawmakers, Conway and Borys have also 
t r i e d t o p o r t r a y themselves as more i n touch w i t h residents than Malone and 
C o t t r e l l are. 

Malone and C o t t r e l l say they haye stayed i n contact w i t h 30th D i s t r i c t 
c o n s t i t u e n t s and attended t o t h e i r concerns by securing new laws and s t a t e 
grants f o r them, such as funding f o r schools and open-space p r e s e r v a t i o n . 

For example, Malone s a i d he i s proud of a b i l l t h a t designated B u r l i n g t o n 
County's Pemberton Township an urban e n t e r p r i s e zone, and l e g i s l a t i o n t h a t 
allows water and sewer companies t o grant seniors and disabled c i t i z e n s 
deductions. 

C o t t r e l l t o u t s h i s l e g i s l a t i o n t h a t provided funding f o r the p r e s e r v a t i o n of 
l o c a l farmland and ppen space, and another t h a t e s t a b l i s h e d a committee t o 
construct a Korean Veterans Memorial as h i s major accomplishments. 

However, Conway and Borys say the d i s t r i c t needs new representatives t h a t 
come from and understand working f a m i l i e s . 

'iBoth C o t t r e l l and Malone are products of l o c a l government," Conway said , 
"They are out of touch w i t h what's r e a l l y happening. They t h i n k they're doing an 
e f f i c i e n t job and they're not. I know I can do b e t t e r than they can." 
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Conway and Borys said t h e i r corporate and l o c a l government backgrounds have 
given them experience i n c u t t i n g and balancing budgets and w i l l make them 
e f f e c t i v e l e g i s l a t o r s . 

Borys says t h a t because of h i s municipal government work, he understands t h a t 
"you have t o spend tax d o l l a r s as though they're your own d o l l a r s . " 

GRAPHIC: PHOTO: Conway; Borys; C o t t r e l l ; Malone; Duscio; Mognancki 
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America's property and casualty insurance companies are a c c e l e r a t i n g t h e i r 
assault on insurance fraud by expanding t h e i r fraud d e t e c t i o n and deterrence 
programs as w e l l as a l l o c a t i n g s i g n i f i c a n t l y more money f o r these programs, 
according t o a new study by the Insurance Research Council. 

Based on responses from 150 insu r e r s t h a t service some 77 percent of 
the nation's p r o p e r t y - c a s u a l t y insurance market, IRC estimates t h a t 
companies' d i r e c t spending on fraud d e t e c t i o n and prevention grew s i g n i f i c a n t l y 
from around $200 m i l l i o n i n 1992 t o at l e a s t $650 m i l l i o n i n 1996. This 
estimate understates t o t a l expenditures t o f i g h t fraud, since companies have 
i n d i r e c t i n t e r n a l expenses and also pay assessments t o fund s t a t e f r a u d bureaus 
and s p e c i a l a n t i - f r a u d task forces. 

"The dramatic increase i n the insurance i n d u s t r y ' s fraud c o n t r o l 
e f f o r t s r e f l e c t s the growing dimensions of the problem, the many b e n e f i t s 
of aggressive a n t i - f r a u d i n i t i a t i v e s , and p u b l i c support f o r a tougher stance 
on fr a u d by insu r e r s and law enforcement," s a i d T e r r i e Troxel, IRC 
executive d i r e c t o r . 

Most i n s u r e r s surveyed sai4 they plan t o increase spending on 
a n t i - f r a u d programs through 1999. More than one-fourth said they would increase 
t h e i r spending on f i g h t i n g fraud by 10 percent or more. 

Nearly a l l the responding insurance companies have some s o r t of fraud c o n t r o l 
program e s t a b l i s h e d w i t h i n t h e i r o r g a n i z a t i o n and the overwhelming m a j o r i t y 
r e p o r t having s p e c i a l i n v e s t i g a t i o n u n i t s (SIUs) i n place. I n f a c t , i n surers 
w i t h an SIU serviced 76 percent pf the p r o p e r t y - c a s u a l t y market, up from 66 
percent i n 1992. These SIUs provide the necessary resources and ex p e r t i s e t o 
i n v e s t i g a t e p p t e n t i a l fraud and also t r a i n .company personnel i n ways to detect 
and prevent fr a u d . 

Key f a c t o r s c o n t r i b u t i n g t p the success of insu r e r s i n d e t e c t i n g f r a u d were 
i d e n t i f i e d as t r a i l i n g . Sly i n v e s t i g a t i o n s , c e n t r a l i z e d claims index databases, 
and the support of claims management -- i n t h a t order of importance. 
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Public awareness, c r i m i n a l fraud p e n a l t i e s , SIU i n v e s t i g a t i o n s , and t r a i n i n g / 
-- t h a t order of importance -- were c i t e d as most c r i t i c a l t o preventing fraud. V 

More than one-half of the responding companies also s a i d they have broadened 
the scope of t h e i r e f f o r t s by implementing a n t i - f r a u d p u b l i c i n f o r m a t i o n 
programs. 

Various organizations have estimated a l l insurance fr a u d t o cost 
insurance companies and t h e i r customers between $20 t o $30 b i l l i o n each year, or 
as much as $300 per American household. 

Troxel c i t e d a recent IRC closed claim study which found t h a t o n e - t h i r d 
of auto accident i n j u r y claims appear to i n v o l v e some form of fraud or 
claim padding. 

He s a i d the vast m a j o r i t y of claims w i t h the appearance of fraud and 
claim b uildup i n v o l v e the exaggeration of i n j u r i e s , medical treatment, wage 
loss, or some other element of the cla i m as a r e s u l t of a r e a l accident. And 
while few claims appear t o involve fake or staged accidents, excess payments 
t h a t are a t t r i b u t a b l e t o claim buildup and/or staged accidents impose large 
costs on in s u r e r s and t h e i r customers. 

Troxel also,noted t h a t the p u b l i c has expressed in c r e a s i n g support f o r more 
aggressive e f f o r t s t o combat fraud. A 1996 IRC study found t h a t about 
75''!percent of the p u b l i c are w i l l i n g t o pay one ex t r a d o l l a r on t h e i r 
autP,insurance premium to i n v e s t i g a t e and prosecute insurance c r i m i n a l s , up from 
66 percent i n a s i m i l a r 1991 survey. 

I n a d d i t i o n , 76 percent favored encouraging insurance companies 
to i n v e s t i g a t e claims more thoroughly f o r p o t e n t i a l f r a u d before making 
payments even i f t h i s delays l e g i t i m a t e payments, according t o Troxel. 

..: T!he f i n d i n g s are published i n the IRC's F i g h t i n g Fraud i n the 
Insurance I n d u s t r y . The Insurance Research Council i s an independent, 
n o t - f o r - p r o f i t o r g a n i z a t i o n founded by leading p r o p e r t y - c a s u a l t y i n s u r e r s . IRC 
provides t i m e l y and r e l i a b l e i n f o r m a t i o n t o a l l p a r t i e s involved i n p u b l i c 
p o l i c y issues a f f e c t i n g insurance companies and t h e i r customers. The IRC does 
not lobby or advocate l e g i s l a t i v e p o s i t i o n s . 

Copies of F i g h t i n g Fraud i n the Insurance I n d u s t r y are a v a i l a b l e from 
the Insurance Research Council Inc., 211 S. Wheaton Ave., Suite 410, Wheatora 
I L . , 60187, telephone 630-871-0255, fax 630-871-0260, www.ircweb.org. 
SOURCE Insurance Research Council 

CONTACT: Mr. T e r r i e E. Troxel of the Insurance Research.: 
Cpuncil,-'"630-87I-0255::^. 
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State Treasurer and Insurance Commissioner B i l l Nelson i s proposing t h a t 
rewards be paid t o insurance crime t i p s t e r s , a response t o the recent Crash f o r 
Cash probe t h a t has y i e l d e d 100 a r r e s t s a f t e r an informer c a l l e d a p o l i c e 
h o t l i n e . 

Nelson u n y e i l e d the proposal today, f i v e days a f t e r i n v e s t i g a t o r s crushed a 
$10 m i l l i o n insurance-fraud r i n g t h a t staged 150 car crashes t o c o l l e c t on phony 
insurance claims. More than 100 suspects were rounded up l a s t Friday, w i t h the 
t o t a l expected t o reach 175 i n ten F l o r i d a c i t i e s . The probe, dubbed Crash f o r 
Cash, was the biggest bust of an organized auto-crash fraud r i n g i n F l o r i d a and 
one of the biggest i n the country. 

The i n v e s t i g a t i o n began i n A p r i l 1996 -- w i t h a t i p from a c a l l e r t o the Dade 
County Crime Stoppers H o t l i n e . The t i p s t e r reported t h a t he'd been o f f e r e d 
$1,000 t o stage a t r a f f i c accident. Crime Stoppers n o t i f i e d the F l o r i d a 
Department of Insurance. And four days l a t e r , w i t h the t i p s t e r wearing a wire, 
s t a t e insurance fr a u d i n v e s t i g a t o r s l i s t e n e d i n as r i n g members banged up three 
ve h i c l e s i n a staged wreck. 

Nelson s a i d the aim of h i s proposal i s t o e n l i s t the help of more c i t i z e n s , 
because they are c r u c i a l t o breaking up insurance fraud. The commissioner sa i d 
h e ' l l o f f e r a b i l l t o the 1998 L e g i s l a t u r e t h a t would allow t i p s t e r s , l i k e the 
one i n Crash f o r Cash, t o receive cash rewards f o r i n f o r m a t i o n r e s u l t i n g i n '. 
con v i c t i o n s . He wants t o make i n d i v i d u a l s who re p o r t p r e v i o u s l y undetected 
insurance-fraud crimes e l i g i b l e f o r rewards of up t o $5,000 or 10 percent of the 
amount of fraud uncovered, whichever i s less . 

IJnder the proposal, the insurance commissioner would recommend to prosecutors 
cases i n which rewards should be given, and the money would come from f i n e s and 
pienaltiea imposed on those who v i o l a t e the s t a t e ' s insurance laws. 

Already, Nelson has set up a t o l l - f r e e l i n e f o r people t o report 
sqspected insurance fraud crimes t o s t a t e o f f i c i a l s . That number i s ; 
8b0.- 378-0445 . • 
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Besides rewarding t i p s t e r s , the commissioner's l e g i s l a t i v e proposal 
would expand an e x i s t i n g law t h a t says insurers must have t h e i r own a n t i - f r a u d 
u n i t s by r e q u i r i n g the same of h e a l t h maintenance o r g a n i z a t i o n s - - a move 
targeted d i r e c t l y at curbing h e a l t h claims fraud, which accounts f o r the bulk 

of insurance fr a u d losses. 

Fraud analysts say t h a t about 70 percent of the $6.9 b i l l i o n annual cost of 
insurance fr a u d i n F l o r i d a i s due t o f i c t i t i o u s or i n f l a t e d h e a l t h 
claims, i n c l u d i n g the k i n d t h a t i n v e s t i g a t o r s uncovered i n Crash f o r Cash. 

I t costs every F l o r i d a f a m i l y about $1,071 a year j u s t t o cover 
health- insurance fraud. Nelson said Wednesday. 

/ 
His a n t i - f r a u d proposal also would toughen p e n a l t i e s f o r insurance 

fraud a r t i s t s by i n c r e a s i n g the s t a t u t e of l i m i t a t i o n s on insurance-fraud 
crimes from three years t o f i v e years; and, by i n c r e a s i n g the p e n a l t i e s '̂'̂  
f o r insurance-fraud crimes. 

Third-degree insurance fr a u d v i o l a t i o n s could be prosecuted as second­
er f i r s t - d e g r e e offenses, depending on the amount of money involved. 
Under Nelson's proposal, a third-degree insurance-fraud v i o l a t i o n would involve 
less than $20,000. A second-degree offense would i n v o l v e from $20,000 to 
$iOO,000. And a f i r s t - d e g r e e crime would involve losses of more than $100,000. 

.The r e s u l t wpuld ^e longer p r i s o n sentences f o r the more c o s t l y and serious 
insurance crimes. Nelson sai d , '/ 
SOIJRCE F l o r i d a Department of Insurance 

"CONTACT: Dan McLaughlin or Wendy D i e h l , both of the F l o r i d a Department of 
Insurance, 850^413-2842 
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Alleged fr a u d i n the s t a t e ' s popular auto insurance group-discount program 
r e s u l t e d i n a $ 355,000 penalty against a broker, h i s agency and an insurance 
company, s t a t e o f f i c i a l s said yesterday. 

Broker Alan J. F l o r i a n of West S p r i n g f i e l d a l l e g e d l y forged signatures and 
faked i n f o r m a t i o n on a p p l i c a t i o n s f o r insurance discounts f o r members of 22 
c r e d i t unions, the D i v i s i o n of Insurance said. 

To s e t t l e the a l l e g a t i o n s , F l o r i a n agreed to pay $ 50,000, give up h i s 
l i c e n s e and be barred from the i n d u s t r y , the d i v i s i o n said. The agency where he 
worked, the Insurance Center of New England Inc., w i l l pay $ 173,300. 

New England F i d e l i t y Insurance Co. Inc. agreed t o pay $ 131,700. F l o r i a n was 
one of the people who incorporated the insurance company i n March, o f f i c i a l s 
said. 

Credit union members who signed up f o r coverage w i t h F l o r i a n won't lose t h e i r 
discounts as a r e s u l t of the alleged fraud, the d i v i s i o n said. 

Under s t a t e law, employers, associations and other organizations can form 
groups f o r the purpose of buying auto insurance at a discount. I n recent years 
the number of groups has soared as i n s u r e r s have competed t o win over customers. 
The best-known group i s the American Automobile Association, which o f f e r s a 10 
percent group discount to i t s members. 

Groups must meet c e r t a i n requirements t o provide the discounts. A f t e r two 
years, the group must show i t has signed up at l e a s t 35 percent of the e l i g i b l e 
members. I n a d d i t i o n , a group re p r e s e n t a t i v e must sign the discount a p p l i c a t i o n s 
f i l e d w i t h the s t a t e and c e r t i f y t h a t the i n f o r m a t i o n on the a p p l i c a t i o n i s 
c o r r e c t . . . 

F l o r i a n a l l e g e d l y forged the signatures of group r e p r e s e n t a t i v e s . He also 
a l l e g e d l y submitted f a l s e i n f o r m a t i o n about membership t o q u a l i f y the groups f o r 
continued discounts-

The 22 c r e d i t unions have been groups since 1995 but w i l l get a second chance 
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t o meet the 35 percent enrollment standard, o f f i c i a l s said. Because the d i v i s i o n 
believes c r e d i t union representatives d i d n ' t know the ac t u a l enrollment i n the 
groups, the c r e d i t unions w i l l be t r e a t e d as i f they were established t h i s 

month. 
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Sept. 11, 1997--

Staging An Auto C o l l i s i o n For Insurance Money Would Be 

Subject To Three S t r i k e s Law 

Next to the I n t e r s t a t e 710 Freeway l o c a t i o n where a f a m i l y of three was 
k i l l e d i n a staged auto accident on Feb. 1, 1997, Commissioner Chuck Quackenbush 
announced new l e g i s l a t i o n t o make lawbreakers who stage auto accidents f o r 
fr a u d u l e n t insurance payments face a much tougher penalty f o r t h e i r heinous 
crime. 

"We b e l i e v e the t r a g i c death of the Lopez f a m i l y could have been prevented. 
That i s why I am i n t r o d u c i n g l e g i s l a t i o n today t o put a stop t o t h i s deadly 
insurance fraud. The measure. Senate B i l l 334 (SB 334), authored by Senator 
Lewis, makes staging auto accidents f o r f r a u d u l e n t insurance proceeds a 'serious 
felony'. Our i n t e n t i s t o make c r i m i n a l s t h i n k twice before p l a y i n g Russian 
r o u l e t t e w i t h C a l i f o r n i a d r i v e r s , " said Quackenbush. 

Three suspects were ar r e s t e d i n J u l y f o r t h e i r a l l e g e d involvement i n a 
staged auto c o l l i s i o n which r e s u l t e d i n the death of the Lopez f a m i l y . J o i n i n g 
Quackenbush today a t the f a t a l accident scene t o voice t h e i r support f o r SB 334 
were: Los Angeles D i s t r i c t Attorney G i l G a r c e t t i , Los Angeles D i s t r i c t 
Attorney's Head Deputy of the Auto Insurance Fraud D i v i s i o n Don Eastman, 
C a l i f o r n i a Highway P a t r o l A s s i s t a n t Chief Ken Walkenshaw, and As s i s t a n t Deputy 
Commissioner Dick Ross of the Department of Insurance Fraud D i v i s i o n . 

"Currently, i f a staged auto accident i s committed, the suspect faces a two 
year sentence and a $ 50,000 f i n e . Under SB 334, a staged auto accident f o r the 
purpose of r e c e i v i n g f r audulent insurance proceeds would be not only a 'serious' 
felony, but i t would also mean the suspect would be subject t o the 'three 
s t r i k e s and you're put law'. Criminals who commit such a heinous crime f o r the 
sake of c o l l e c t i n g insurance money would face a doubled p r i s o n sentence i f they 
already haye one v i o l e n t felony c o n v i c t i o n , and c r i m i n a l s w i t h two such 
co n v i c t i o n s are subject t o l i f e i n p r i s o n . SB 334 sends a c l e a r message t o puch 
wpuld-be murderers not t p commit the crime; i f so, t h e y ' l l face severe 
consequences," sa i d Quackenbush. 
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A l l staged auto accidents have the p o t e n t i a l f o r serious i n j u r i e s or even 
death. This measure i s needed t o deter the alarming number of staged motor 
v e h i c l e c o l l i s i o n s and prevent needless harm t o innocent, law-abiding 

m o t o r i s t s . 
Staged accident a r t i s t s who l u c k i l y avoid i n j u r i n g t h e i r v i c t i m s must not be 
allowed t o escape serious punishment f o r t h e i r dangerous a c t i o n s . 

"Preventing staged auto accidents not only saves l i v e s , i t also means cost 
savings f o r consumers. The Department of Insurance believes t h a t there are a 
s i g n i f i c a n t number of staged auto c o l l i s i o n s d a i l y i n C a l i f o r n i a , based on the 
number of a r r e s t s since January, 1997. Staged auto c o l l i s i o n s increase 
p o l i c y h o l d e r s costs by m i l l i o n s of d o l l a r s a year," s a i d Quackenbush. -0-

V i s i t the Department of Insurance Web s i t e a t http://www.insurance.ca.gov . 
Non-media i n q u i r i e s should be d i r e c t e d t o the Consumer H o t l i n e 800/927-HELP. 
-0- SB 334 (LEWIS) STAGED CAR CRASHES/THREE STRIKES FACT SHEET 

Issue 

M o t o r i s t s are i n c r e a s i n g l y being v i c t i m i z e d by c r i m i n a l s who "stage" auto 
accidents f o r the purpose of gaining l i a b i l i t y insurance proceeds. Staged crash 
a r t i s t s swerve, or stop suddenly, i n f r o n t of innocent d r i v e r s and then demand 
money f o r t h e i r " i n j u r i e s . " Oftentimes, unscrupulous attorneys and doctors are 
involved i n crash r i n g s and prepare fake and i n f l a t e d i n j u r y r e ports f o r the 
fraud a r t i s t s . This type of insurance fraud r aises the p r i c e of auto insurance 
f o r a l l insured d r i v e r s and, more i m p o r t a n t l y , places innocent d r i v e r s ' l i v e s at 
r i s k . 

On Feb. 1, 1997, a f a m i l y of three was k i l l e d on the Long Beach Freeway when 
t h e i r s t a t i o n wagon was crushed between two t r a c t o r - t r a i l e r s as a r e s u l t of an 
attempted staged accident. This tragedy i s a v i v i d example of how a staged 
crash can t u r n deadly. 

Proposal Under SB 334 (Lewis), knowingly causing or p a r t i c i p a t i n g i n a staged 
v e h i c l e crash f o r the purpose of r e c e i v i n g f r a u d u l e n t insurance proceeds would 
be a "serious" f e l o n y subject to the "three s t r i k e s and you're out" law. 
Persons w i t h one p r i o r serious or v i o l e n t f e l o n y c o n v i c t i o n are subject t o 
having t h e i r p r i s o n terms doubled and persons w i t h two such con v i c t i o n s are 
subject t o sentences of l i f e imprisonment. 

E x i s t i n g Law Cur r e n t l y , i t i s a non-serious, non-violent f e l o n y t o knowingly 
cause or p a r t i c i p a t e i n a staged motor v e h i c l e crash f o r the purpose of 
subm i t t i n g a f a l s e pr fra u d u l e n t claim. A v i o l a t i o n i s punishable by 
imprisonment f p r two, three or f i v e years and a f i n e of up tQ"$ 50,000 or double 
the value of the fr a u d i f i t exceeds $ 50,000. For a p r i o r c o n v i c t i o n f o r ' 
staging a prash, there i s a twq-year enhancement, and a sentence cannot be 
suspended, •or:-,prQbation granted.. 

Purpose 

A l l staged auto accidents have the p o t i e n t i a l f o r serious i n j u r i e s or even 
death.. This measure i s fieeded t o deter the alarming number of staged motor 
v e h i c l e crashes and prevent needless harm t o innocent, law-abiding m o t o r i s t s . 
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Staged accident a r t i s t s who l u c k i l y avoid i n j u r i n g t h e i r v i c t i m s must not be 
allowed t o escape serious punishment f o r t h e i r dangerous a c t i o n s . 

CONTACT: C a l i f o r n i a Department of Insurance 
Dana Spurr i e r or Lisa Acheson 
916/492-3566 

Today's News On The Net - Business Wire's f u l l f i l e on the I n t e r n e t 

w i t h Hyperlinks t o your home page. 

URL: http://www.businesswire.com 
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HEADLINE: I n Wayne County: New law increases penalty f o r bogus auto t h e f t s 
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BODY: 

On the s t r e e t , a popular auto insurance scam i s c a l l e d the 30-Day Special. 

F i r s t , people hide t h e i r vehicles and re p o r t them s t o l e n t o the p o l i c e , said 
W i l l i a m Liddane, d i r e c t o r of the Livonia-based Help Eliminate Auto Thefts (HEAT) 
program. 

Then, they wait 30 days -- long enough f o r the insurance claims to be paid. 
Once paid, Liddane said, the claimant uses the money t o buy a more expensive 
v e h i c l e and abandons the o r i g i n a l v e h i c l e . 

The scam i s popular because even i f caught, the crime u s u a l l y r e s u l t s i n only 
a misdemeanor charge. 

But a new Michigan s t a t u t e i s changing the ground r u l e s , making i t a felony 
f o r i n t e n t i o n a l l y f i l i n g a f a l s e r e p o r t of a s t o l e n v e h i c l e t o any law 
enforcement agency. 

"Tr a n s l a t i o n : People caught f a l s e l y r e p o r t i n g t h e i r cars s t o l e n or carjacked 
w i l l no longer face a misdemeanor charge, but w i l l face a fel o n y charge witl:} a 
sentence of four years i n p r i s o n and up to a $ 2,000 f i n e , " s a i d D e t r o i t Police 
Inspector Dennis Richardson, a member of the V i o l e n t Crimes Task Force which 
includes o f f i c e r s from D e t r o i t , the Michigan State Police and the FBI. 

Despite e s c a l a t i n g fraudulent insurance claims, Michigan auto insurance 
companies were h e s i t a n t t o cooperate w i t h p o l i c e under the o l d s t a t e laws. 

"Fearing l a w s u i t s on the grounds of malicious prosecution i f an insurance 
fraud case wasn't prosecuted s u c c e s s f u l l y by law enforcement, insurance 
companies were o f t e n r e l u c t a n t t o p a r t i c i p a t e i n the prosecution of these 
cases," said J e r r y Hinton of Michigan's American Automobile Association. 

National experts estimate t h a t 16 percent of every insurance claim d o l l a r 
goes to pay f q r fraud, Liddane said. 

"This r e a l l y puts some t e e t h i n t o the law and people may now t h i n k twice 
before f a l s e l y r e p o r t i n g t h e i r cars s t o l e n t o c o l l e c t insurance money," Liddane 
said. 
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" I t i s , i n f a c t , o b t a i n i n g money under f a l s e pretenses and t h a t money doesn't 
come from some anonymous insurance company, but the pockets of Michigan's auto 
insurance holders i n the form of higher premiums." 

Richardson added: "Higher insurance premiums are only the h a l f of i t . From a 
law enforcement standpoint, f o r every o f f i c e r t i e d up running down f a l s e l y 
reported car t h e f t s or car j a c k i n g s , means one less o f f i c e r a v a i l a b l e t o 
i n v e s t i g a t e other crimes." 

HEAT operates a c o n f i d e n t i a l t i p l i n e at (800) 242-HEAT and w i l l reward up t o 
$ 1,000 i f the c a l l e r ' s i n f o r m a t i o n leads t o the a r r e s t and prosecution of 
someone accused of auto insurance fraud. 

Other cash rewards are a v a i l a b l e f o r i n f o r m a t i o n about c a r j a c k i n g and chop 
shop operations. 
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BODY: 
THIS YEAR'S LEGISLATIVE attempt at car-insurance reform has been a 

c l a s s i c case of a l l t a l k and no a c t i o n f o r New Jersey's 5.8 m i l l i o n 
m o t o r i s t s . 

A f t e r o f f e r i n g the prospect of long-overdue r a t e r e l i e f t o d r i v e r s 
i n her State of the State speech. Governor Whitman l a s t month s e t t l e d 
f o r a law t h a t v i r t u a l l y guarantees New Jersey's status as the s t a t e 
w i t h the highest auto premiums. 

The d r i v i n g p u b l i c c e r t a i n l y deserved b e t t e r , e s p e c i a l l y when you 
consider how long the state's car insurance problems were neglected, 
indeed, exacerbated, by the Whitman a d m i n i s t r a t i o n over the past three 
years. 

Consider the Whitman record:. 

Eleven a r b i t r a r y r a t e increases approved on top of the 
automatic " f l e x " r a t e increases t h a t were annually granted t o insurance 
companies u n t i l t h i s year. 

Thirty-one fraud i n v e s t i g a t i o n p o s i t i o n s e l i m i n a t e d during 
her f i r s t three years i n o f f i c e . (With an eye toward the November 
e l e c t i o n , Whitman r e c e n t l y h i r e d 50 new i n v e s t i g a t o r s . ) . 

Regulatpry enforcement so lax t h a t some ins u r e r s b l a t a n t l y 
refused t o provide p o l i c i e s upon a mo t o r i s t ' s request while other 
c a r r i e r s terminated, agents i n urban t e r r i t o r i e s . 

A general reluctance by s t a t e r e g u l a t o r s t o f i n e egregious 
v i o l a t i o n s by in s u r e r s , only two companies were f i n e d i n New Jersey 
over' the l a s t three years while New York f i n e d 23 insurers l a s t year 
alone 
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Unaggressive prosecution of fraud r i n g s l i k e the V&K case 
i n which two c h i r o p r a c t o r s were f i n e d j u s t $ 750,000 and t h e i r licenses 
revoked only t e m p o r a r i l y a f t e r being accused of t r y i n g t o c o l l e c t $ 52 
m i l l i o n i n bogus treatment claims from a defunct s t a t e - r u n car insurance 
pool. 

E l i m i n a t i o n of the O f f i c e of Public Advocate which 
reviewed and challenged insurance r a t e - h i k e requests f i l e d w i t h s t a t e 
r e g u l a t o r s . 

I n f a i r n e s s t o Governor Whitman, car insurance was a problem long 
before she took o f f i c e . A s o l u t i o n had eluded a ser i e s of governors 
and l e g i s l a t u r e s . Republican and Democrat a l i k e . 

But had the s i t u a t i o n ever been t h i s bad? Had car insurance ever 
been so d i f f i c u l t t o obtain? Had fraud ever been so pervasive? Did the 
st a t e ever do such a poor job of making companies comply w i t h 
r e g u l a t i o n s and laws intended t o p r o t e c t the public? 

;•• F r u s t r a t i o n oyer the car insurance s i t u a t i o n reached a c r i s i s 
s t a t e e a r l i e r t h i s " year w i t h the release of two c r i t i c a l r e p o r t s 
compiled by the non-partisan National A s s o c i a t i o n of Insurance. 
Commissioners.-

, JJie f i r s t r e port,found t h a t i n 1995, New Jersey auto i n s u r e r s had 
t h e i r most p r o f i t a b l e year since 1986. P r o f i t s almost doubled, from 
4.1 percent i n 1994 t o 7.7 percent i n 1995. The second r e p o r t r e a f f i r m e d 
New Jersey's status as the s t a t e w i t h the nation's highest auto 
insurance r a t e s . 

I t showed t h a t the average annual premium i n New Jersey rose 5.16 
percent i n 1995 , twice the n a t i o n a l r a t e , t o $ 1,013 per p o l i c y . No 
other s t a t e had an average premium above $ 1,000. The numbers showed t h a t 
d r i v e r s were g e t t i n g a bumpy r i d e on car insurance while the i n d u s t r y 
was given the equivalent of limousine service by s t a t e r e g u l a t o r s . The 
p u b l i c o u t c r y f o r change could be heard on t a l k - r a d i o s t a t i o n s , at 
pu b l i c forums, and at demonstrations, such as the Trenton r a l l y t h a t 
drew 500 people on a workday i n A p r i l . 

I n response. Governor Whitman i n i t i a t e d a "reform"plan t h a t , i n 
a n u t s h e l l , extended lower rates t o any m o t o r i s t who would surrender h i s 
or her r i g h t t o sue. I t was c r i t i c i z e d by leaders i n both p a r t i e s as 
we l l as by leading consumer i n t e r e s t groups. 

. . Then came a less atjifcitious proposal t h a t incorporated p o r t i o n s of 
in i d i v i d u a l b i l l s t h a t Democrats had proposed over the course of the past 
four years: e l i m i n a t i o n pf annual automatic r a t e hikes; e l i m i n a t i o n of 
insurance surcharges t h ^ t d r i v e r s paid f o r t r a f f i c t i c k e t s and accidents 
iri.which they are part;ly. at f a u l t i and e l i m i n a t i o n pf the so - c a l l e d 
two-^for-one p r o v i s i p n . t h a t enabled insurance companies t p drop 
p o l i c y h o l d e r s without j u s t cause. 
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A l l of these changes were incorporated i n the new car insurance 
law. But s t r i n g s were attached. The surcharges are replaced by an 
i l l - d e f i n e d t i e r e d r a t i n g system t h a t w i l l a c t u a l l y cause d r i v e r s w i t h 

clean records t o be grouped w i t h m o t o r i s t s who have as many as s i x motor 
v e h i c l e penalty p o i n t s . Automatic r a t e increases are replaced w i t h an 
expedited rate-increase approval process. 

At best, the b i l l i s revenue-neutral, but i t also could increase 
r a t e s . I n d u s t r y analysts s a i d rates could a c t u a l l y increase as much as 
7 percent f o r good d r i v e r s . More money f o r insurers? What k i n d of 
reform i s that? 

(Whitman damage c o n t r o l : She r e c e n t l y froze rates t o prevent any 
increases u n t i l a f t e r the November e l e c t i o n . ) . Given the p u b l i c ' s anger over car 
insurance, a l o t more could 
have, and should have, been done to b r i n g about meaningful reform 
during the recent l e g i s l a t i v e session. Here are j u s t a few suggestions 
t h a t could be considered: 

Streamline the insurance r e g u l a t o r y enforcement process 
so c i v i l p e n a l t i e s w i l l be assessed on companies more q u i c k l y and 
aggressively. 

Empower an insurance consumer advocate to f i l l the 
pro-consumer v o i d t h a t was created w i t h the e l i m i n a t i o n of Department of 
the Public Advocate i n 1994. 

Eliminate the c u r r e n t system of assigning rates t o 
d r i v e r s . Rates should be c a l c u l a t e d on the basis of someone's d r i v i n g 
record, accidents, t i c k e t s , miles t r a v e l e d . Factors l i k e m a r i t a l 
s t a t u s , age (except f o r very young d r i v e r s ) , and sex have nothing t o do 
w i t h d r i v i n g performance and should be abandoned. 

Create an o f f i c e of insurance f r a u d prosecutor t o b r i n g 
cases to t r i a l as q u i c k l y as possible. Insurance i n v e s t i g a t o r s would be 
placed under the j u r i s d i c t i o n of t h i s o f f i c e t o provide a seamless 
approach t o law enforcement s i m i l a r t o a county prosecutor's o f f i c e . 

E s t a b l i s h c r i m i n a l p e n a l t i e s f o r insurance companies, 
doctors, and attorneys who f a i l t o r e p o r t v i o l a t i o n s pf the Fraud 
Prevention Act. 

Other s t r a t e g i e s also might be employed t p a t t a c k the s t a t e ' s 
status as a high-insurance-risk environment: s e t t i n g a new t h r e s h o l d f o r 
drunken d r i v i n g , making f a i l u r e t o use a seat b e l t a primary motor 
v e h i c l e offense, and i n v e s t i n g more money i n improved highway 
technologies. • . 

. While there many riot be a magic b u l l e t on car insurance, t h i s 
much i s c e r t a i n : Complacency i s not the answer. By s e t t l i n g f o r an i n e f f e c t i v e 
b i l l under the guise, of reform, the s t a t e i s n ' t t a k i n g a 
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f i r s t step forward, i t ' s simply going nowhere. A b e t t e r f i r s t step 
would be f o r the L e g i s l a t u r e t o come back i n t o session. 

N e l l i e Pou i s a Democratic assemblywoman from Paterson. 
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A l l s t a t e Corp. sa i d Wednesday i t has sued 749 people i n New Jersey, accusing 
them of f a k i n g accidents and i n j u r i e s t o c o l l e c t on the company's auto insurance 
p o l i c i e s . 

The s u i t s are connected t o a c r i m i n a l i n v e s t i g a t i o n of what New Jersey 
a u t h o r i t i e s have c a l l e d a massive, c e n t r a l l y managed fraud r i n g t h a t may have 
staged thousands of accidents. O f f i c i a l s s a i d several insurers were v i c t i m i z e d 
and t h a t two' besides A l l s t a t e also have sued hundreds of defendants. 

"Some people were making a dozen claims a year," sa i d Jack Mozloom, a 
spokesman f o r New Jersey's Department of Banking and Insurance. "And of course, 
there were always four people r i d i n g i n the car and they always went t o the same 
attorneys, the same c h i r o p r a c t o r s , the same doctors." 

Northbrook-based A l l s t a t e , the l a r g e s t auto i n s u r e r i n New Jersey, said i t i s 
seeking as damages t r i p l e the amount of the claims i t paid. Edward Moran, 
a s s i s t a n t v i c e president of A l l s t a t e ' s i n v e s t i g a t i v e u n i t , said the company i s 
s t i l l t a b u l a t i n g the sum at stake and t h a t he expects the fraudulent claims w i l l 
t o t a l m i l l i o n s of d o l l a r s . 

Moran sai d the fraud case i s e a s i l y the l a r g e s t i n A l l s t a t e ' s h i s t o r y and 
t h a t he expects many more defendants w i l l be added to the s u i t . 

"We're lo o k i n g at accident f i l e s going back four and f i v e years on t h i s , " he 
said. He s a i d people who were d r i v e r s i n one claim u s u a l l y turned up as 
passengers i n another accident. 

Moran sai d t h a t i n almost a l l cases, an i n d i v i d u a l f i l e d a claim w i t h i n 60 
days a f t e r the insurance p o l i c y began. 

Last week, a u t h o r i t i e s i n Passaic County, N.J., a r r e s t e d Jose Alphonso C i r i , 
32, suspected of being a r i n g l e a d e r i n the scheme. Mozloom said other a r r e s t s 
w i l l f ollow, as. the i n v e s t i g a t i o n proceeds. 

A l l s t a t e used the alleged f r a u d t o push f p r changes i n New Jersey's insurance 
laws. Moran sai d a p r o v i s i o n r e q u i r i n g each company t o insure any customer at 

® ~ LEXIS-NEXIS- ^ LEXIS-NEXIS- LEXIS-NEXIS" 
•^^^'^ member of the Reed Elievicr pic group "^^^^ member of the Reed Elievier pic group "^^^^ member of the Rccd Elievier pk group 



Page 24 
Chicago Sun-Times, June 5, 1997 FOCUS 

r e l a t i v e l y high coverage l e v e l s has i n d i r e c t l y encouraged abuse. 

I l l i n o i s law has no such p r o v i s i o n , although d r i v e r s who cannot o b t a i n 
insurance elsewhere are d i r e c t e d t o a state-supervised coverage plan. 

Mozloom sai d the "take-all-comers" law w i l l not be changed. Gov. C h r i s t i n e 
Todd Whitman's proposed insurance reform increases p e n a l t i e s f o r f r a u d and 
requires t h a t licenses be revoked f o r lawyers and medical p r o f e s s i o n a l s involved 
i n such schemes, he said. 
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BODY : 
TO SEE j u s t how g l a r i n g the flaws i n New Jersey's auto-insurance 

system are, one need look no f u r t h e r than a massive fra u d case t h a t the 
s t a t e s e t t l e d out of court l a s t month. Two North Jersey c h i r o p r a c t o r s , 
accused of t r y i n g t o b i l k the s t a t e out of $ 52 m i l l i o n , were f i n e d j u s t 
$ 750,000 and had t h e i r licenses t e m p o r a r i l y revoked. 

The settlement i s alarming not j u s t because i t seems so meager, but 
because i t shows how puny the s t a t e ' s a n t i - f r a u d e f f o r t s have been, The 
question now i s whether the Whitman a d m i n i s t r a t i o n and the 
Republican-controlled L e g i s l a t u r e r e a l l y i n t e n d t o overhaul the system, 
or j u s t make quick f i x e s i n a n t i c i p a t i o n of the f a l l campaign. 

New Jerseyans pay the highest auto-insurance rates i n the n a t i o n , 
a p o i n t not l o s t on p o l i t i c i a n s f a c i n g r e e l e c t i o n t h i s year. For t h a t 
reason, the North Jersey fra u d case came i n t o sharp focus on Monday when 
Insurance Commissioner E l i z a b e t h Randall appeared before the Senate 
Commerce Committee. She had expected t o discuss the Whitman 
a d m i n i s t r a t i p n ' s plans t p r e p a i r the auto-insurance mess, but top 
l e g i s l a t o r s were more i n t e r e s t e d i n why the s t a t e d i d n ' t s t r i k e a 
tougher bargain i n what had appeared t o be an open-and-shut fraud case. 

The two c h i r o p r a c t o r s , Steven Verchow of Paramus and Alexander 
Kuntzevich of O^adell, were accused of t r y i n g t o b i l k the s t a t e out of 
$ 52 m i l l i o n i n claims f o r worthless treatments and t e s t s performed on 
thousands of people between 1987 and 1993, According to the s t a t e , the 
two men owned e i g h t c l i n i c s where associate c h i r o p r a c t o r s o f t e n saw more 
than 100 p a t i e n t s a day each, performed expensive unnecessary t e s t s , and 
prescribed treatments i n order t o b o l s t e r pain-and-suffering l a w s u i t s . 

At l e a s t one c h i r o p r a c t o r at t h e i r Passaic c l i n i c was t o l d t h a t 
each a d u l t p a t i e n t must receive at l e a s t 70 treatments. Two c l i n i c s used 
an elaborate t i m i n g system t o l i m i t treatments to less than e i g h t 
ininutes, regardless of the p a t i e n t s needs. 

Before an auto, i n s u r e r ' s f r a u d i n y e s t i g a t o r f i n a l l y caught on t o 
the iapheme, the two c h i r o p r a c f o r s had c o l l e c t e d $ 12 m i l l i o n from two 
st a t e - r u n auto-insurance pools. Last month, i n exchange f o r having a l l 
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c r i m i n a l charges dropped, the p a i r agreed to pay a $ 750,000 f i n e , t o 
have t h e i r l icenses suspended u n t i l 1999, and t o stop pursuing another 
$ 40 m i l l i o n i n disputed claims. 

At Monday's l e g i s l a t i v e hearing. Senate President Donald 
DiFrancesco, R-Union County, wanted to know why the two c h i r o p r a c t o r s 
got o f f so l i g h t l y . " T h e r e i s something out of balance when the s t a t e ' s 
l a r g e s t auto-insurance scam i n h i s t o r y i s s e t t l e d w i t h minimum f i n e s and 
temporary revocation of c h i r o p r a c t i c licenses, "he said. " I t h i n k i t 
sends the wrong message to every stakeholder i n the auto-insurance 
system... t h a t New Jersey i s s o f t on those who b i l k or defraud the 
system." 

The Commerce Committee chairman. Sen. Gerald Cardinale, R-Demarest, 
was more b l u n t : " I b e lieve t h i s type of settlement only encourages more 
fraud. " 

Both lawmakers are r i g h t . But i t turns out t h a t the L e g i s l a t u r e 
may be p a r t l y t o blame. The insurance commissioner explained i n e f f e c t 
t h a t the c r i m i n a l case was weak because s t a t e insurance laws are weak. 

Although the c h i r o p r a c t o r s charged steep fees f o r dubious treatments 
t h a t took only a few minutes each, the f a c t t h a t they provided some form 
of treatment was enough to d e r a i l the s t a t e ' s e f f o r t s t o pursue the 
c r i m i n a l f r a u d charges. 

How can f r a u d be reduced? 

Sen. Cardinale, sponsor of Mrs. Whitman's insurance reforms i n the 
Senate, says he i s working w i t h the Attorney General's O f f i c e t o come up 
w i t h l e g i s l a t i o n t h a t would close the loopholes i n the c u r r e n t 
a n t i - f r a u d laws, a common-sense move, though one has t o wonder why 
lawmakers d i d n ' t move to beef up the laws sooner. A f t e r a l l , charges i n 
the mammoth c h i r o p r a c t o r case were f i l e d several years ago. 

The Whitman a d m i n i s t r a t i o n , which reduced the number of f r a u d 
i n v e s t i g a t o r s since 1993, wants to h i r e 50 more fra u d i n v e s t i g a t o r s , 
impose s t i f f e r p e n a l t i e s on i n s u r e r s who f a i l t o r e p o r t suspected f r a u d 
cases, and pass laws t h a t would make i t easier t o revoke the licenses of 
p r o f e s s i o n a l s , i n c l u d i n g lawyers, who engage i n fraud. The l a s t measure 
would be more e f f e c t i v e i f the a n t i - f r a u d loopholes were closed. 

I t remains to be seen whether these measures would reduce 
insurance rates by 5.percent, as Mrs. Whitman maintains, but they are 
modest steps i n a long climb toward reform. Sen. Cardinale also says 
he's introducing"peer review" l e g i s l a t i o n t h a t would have panels of 
doctors, not attorneys, decide disputed medical claims. The insurance 
i n d u s t r y i s pushing f o r the measure as a way t o reduce claims, but the 
l e g a l p r o f e s s i o n has opposed i t . So f a r , the L e g i s l a t u r e has sided w i t h 
the lawyers. 

What's s t i l l missing, however, i s a measure to t i g h t e n the n o - f a u l t 
type pf p o l i c y chosen by 88 percent of the state's d r i v e r s . The measure, 
which was a key element of an ' e a r l i e r Whitman insurance proposal, would 
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s t i l l provide d r i v e r s w i t h t h e i r current $ 250,000 worth of medical 
coverage, but would allow pain-and-suffering l a w s u i t s i n only the most 
extreme cases, such as those i n v o l v i n g death or v e r i f i a b l e serious 
i n j u r y . This approach would p r o t e c t m o t o r i s t s w i t h serious i n j u r i e s 
while curbing the excessive l i t i g a t i o n and frau d schemes t h a t have 

helped d r i v e up the cost of auto insurance. 

Up t o now, t h i s s t r a t e g y has not garnered much support i n the 
L e g i s l a t u r e , but t h a t shouldn't be s u r p r i s i n g . Lawmakers t a l k a great 
game, u n t i l i t comes t o stepping on the toes of t r i a l lawyers, 
c h i r o p r a c t o r s , and other p r o f e s s i o n a l groups who make regular campaign 
donations. 

Unless the l e g i s l a t o r s enact genuine and s u b s t a n t i a l reform 
sometime soon, maybe they're the ones who should be charged w i t h fraud. 

LANGUAGE: English 

LOAD-DATE: May 21, 1997 

^^S^^™ ^^^^^^Tm 

® LEXIS-NEXIS- ^ LEXIS-NEXIS- ^ LEXIS-NEXIS 
" ^ S ^ A member of the Rccd Elievicr pk group ^ S ^ A member of the Reed Ellevier pk group " ^ 5 ^ ' ^ member of the Reed Ellevier pk group 



LEVEL 1 - 2 OF 2 ITEMS 

Copyright,(c) University of Miami Law Review 1992. 
University of Miami 

46 U. Miami L. Rev. 907 

LENGTH: 36804 words 

ARTICLE: 

Insurance Claims Fraud Problems and Remedies 

ROBERT W. EMERSON * 

-Footnotes-

* Assistant Professor of Business Law and Legal Studies, Graduate School of 
Business, University of Florida. B.A., University of the South (Sewanee), 1978; 
J.D., Harvard Law School, 1982. The author very much appreciates the editorial 
suggestions furnished to him by Professor David J . Nye during the Automobile 
Insurance Fraud Study (1991) conducted by the Florid^i Insurance Research 



46 U. Miami L. Rev. 907, *937 

Ni rous states specifically consider insurance clai fraud a cri . nl47 
S statutes specifically provide that an insurer can [*938] recover 
damages, including attorney fees and investigative costs, from claimants 
convicted of insurance fraud. nl48 Moreover, a criminal conviction may estop the 
insured from relitigating the fraud issue in a subsequent c i v i l suit. nl49 

-Footnotes-

nl47 ALASKA STAT. @@ 21.36.360(b)(2)-(3) & 21.36.360(q)(1991); CAL. INS. CODE 
e 1871.1 (West Supp. 1992); CONN. GEN. ANN. STAT. 6 53A-215 (1985 & Supp. 1992); 
DEL. CODE ANN. t i t . 11, 6 913 (1987 & Supp. 1990); FLA. STAT. ch. 817.234 
(1991); GA. CODE ANN. 6 33-1-9 (1991 & Supp. 1992); IDAHO CODE e 41-1325 (1991); 
ILL. REV. STAT. ch. 73, para. 1101 (1965 & Supp. 1992); MASS. GEN. LAWS ANN. ch. 
266, e l l l A - l l l B (West Supp. 1990); MONT. CODE ANN. @ 33-18-401 (1987 & Supp. 
1990) (both application and claims fraud); N.M. STAT. ANN. 8 59A-16-23 (Michie 
1988)(both application and claims fraud); N.Y. PENAL LAW e@ 176.00-.30 (McKinney 
1988); N.C. GEN. STAT. 6 58-2-161 (1990); N.D. CENT. CODE 63 26.1-01-10 & 
26.1-02-24.1 (1989); OHIO REV. CODE ANN. 66 2921.13(a)(10), 2921.13(D)(3) (1990 
Supp.); OKLA. STAT. ANN. t i t . 21, 6 1662 (West 1983); 40 PA. CONS. STAT. 6 474 
(1971) (both application and claims fraud); R.I. GEN. LAWS 6 il-18-1.1 (Supp. 
1991) ; S.C. CODE ANN. 6 38-55-170 (Law. Co-op. Supp. 1991); S.D. CODIFIED LAWS 
1 . 6 58-33-37 (1990) (both application and claims fraud); TENN. CODE ANN. 6 
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39-14-133 (1991) (theft); UTAH CODE ANN. 6 76-6-521 (1990)(theft); WIS. STAT. 
ANN. 6 943.395 (West 1982). All of the above statutes cover claims fraud, while 
most do not mention fraud on applications. A New York court specifically found 
that the state's criminal provision,'N.Y. PENAL LAW 6 176.05 (McKinney 1988), 
only applies to fraud on commercial insurance applications, not to personal 
policies. See <<=108> People v. Ferone, 526 N.Y.S. 2d 973 (1988); see also 
supra notes 48 & 70 and accompanying tisxt (discussing criminal law for fraud on 
applications). 

nl48 See, e.g., FLA. STAT, ch, 817-234(5) (1991). 

nl49 See, e.g., <sl09> Morin v. Aetna Casualty & Sur. Co., 478 A.2d 964 
(R.I. 1984). But see <=110> Fisher v. Wainwright, 584 F.2d 691 (5th Cir. 1978) 
(holding an insured's nolo contendere plea to insurance fraud crimes 
inadmissible against the insured in a c i v i l case). 

-End Footnotes-

Relatively few states have enacted statutes specifically governing the 
investigation and prosecution of insurance fraud. nl50 These laws establish 
governmental departments to handle the investigation of suspected insurance 
fraud. The departments typically work hand in hand with prosecutors to 
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develop criminal cases. States with such insurance fraud divisions generally 
require the insurance adjuster and insurance company to report suspected fraud 
to the division. nl51 Yet, [<*939] the level of compliance i s unclear. nl52 ; 
ni ler of claims personnel acknowledge that they, or at least adjusters 
ge rally, lack familiarity with the requirements and procedures for reporting 
fraud to the authorities. nl53 The new "get tough" attitude has increased the 
ni er of prosecuted fraud c&ses, but s t i l l has not solved the problem. Small 
claims fraud often remains unnoticed or unreported nl54 because of the overall 
cost of pursuing such fraud nl55 or, at times, because of adjuster apathy. nl56 
The problem of too few personnel, too l i t t l e time, and not enough money also 
contributes to a failure in detection. nl57 

-Footnotes-

nl50 See supra note 138 and accompanying text. One of the f i r s t states to 
enact such laws was Florida. The i n i t i a l Florida statute, 1976 Fla. Laws 266 
(effective Oct. 1, 1976), created the forerunner to the Division of Insurance 
Fraud and specifically provided that fraudulent insurance claims constitute a 
third degree felony. These laws are now found at FLA. STAT. ch. 626.989 (1991) 
and FLA. STAT. ch. 817.234 (1991), respectively. There have been numerous 
8 ndments. See, e.g., 1977 Fla. Lawd 468; 1978 Fla. Laws 258; 1979 Fla. Laws 
81; 1979 Laws 400; 1982 Laws 243; 1983 Laws 288; 1987 Laws 334; 1989 Laws 42; 
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39-14-133 (1991) (theft); UTAH CODE ANN. 6 76-6-521 (1990)(theft); WIS. STAT. 
ANN. 6 943.395 (West 1982). A l l of the above statutes cover claims fraud, while 
most do not mention fraud on applications. A New York court specifically found 
that the state's criminal provision, N.Y. PENAL LAW 6 176.05 (McKinney 1988), 
only applies to fraud on commercial insurance applications, not to personal 
policies. See <=108> People v. Ferone, 526 N.Y.S. 2d 973 (1988); see also 
supra notes 48 & 70 and accompanying text (discussing criminal law for fraud on 
applications). 

nl48 See, e.g., FLA. STAT. ch. 817-234(5) (1991). 

nl49 See, e.g., <=109> Morin v. Aetna Casualty & Sur. Co., 478 A.2d 964 
(R.I. 1984). But see <=110> Fisher v. Wainwright, 584 F.2d 691 (5th Cir. 1978) 
(holding an insured's nolo contendere plea to insurance fraud crimes 
inadmissible against the insured in a c i v i l case). 

-End Footnotes-

Relatively few states have enacted statutes specifically governing the 
investigation and prosecution of insurance fraud. nl50 These laws establish 
governmental departments to handle the investigation of suspected insurance 
fraud. The departments typically work hand in hand with prosecutors to 


