8 409. Fraud prevention plans and special investigations units. (a)
Every insurer witing private or conmerci al autonobile insurance,
wor kers' conpensation insurance, or individual, group or blanket
acci dent and health i nsurance policies issued or issued for delivery in
this state, except for insurers that wite | ess than three thousand of
such policies, issued or issued for delivery in this state annually, and
every entity licensed pursuant to article forty-four of the public
health | aw except those entities with an enrolled popul ation of |ess
t han sixty thousand persons in the aggregate and, except those entities
| i censed pursuant to sections forty-four hundred three-a, forty-four
hundred three-c, forty-four hundred-d, forty-four hundred three-f and
forty-four hundred eight-a of the public health | aw shall, w thin one
hundred twenty days of the effective date of this anended section to be
promul gated by the superintendent to inplenent this section, file with
t he superintendent a plan for the detection, investigation and
prevention of fraudul ent insurance activities in this state and those
fraudul ent insurance activities affecting policies issued or issued for
delivery in this state. The superintendent nay accept prograns and
processes i nplenmented pursuant to section forty-four hundred fourteen of
the public health |law as satisfying the obligations of this section and
regul ati ons promnul gat ed t her eunder.

(b) (1) The plan shall provide the time and manner in which such plan
shall be inplenented, including provisions for a full-tine speci al
i nvestigations unit and staffing levels within such unit. Such unit
shall be separate fromthe underwiting or clains functions of an
i nsurer, and shall be responsible for investigating information on or
cases of suspected fraudulent activity and for effectively inplenmenting
fraud prevention and reduction activities pursuant to the plan filed
with the superintendent. An insurer shall include in such plan staffing
| evel s and al |l ocations of resources in such full-tinme special
i nvestigations unit as may be necessary and appropriate for the proper
i npl enmentati on of the plan and approval of such plan pursuant to
subsection (d) of this section.

(2) Inlieu of a special investigations unit, an insurer may contract
with a provider of services related to the investigation of information
on or cases of suspected fraudul ent activities; provided, however, that
an insurer which opts for contracting with a separate provider of



services, shall provide to the superintendent a detail ed plan therefor,
pursuant to requirenments set forth in regulation by the superintendent.

(3) Persons enpl oyed by special investigations units as investigators
or by an i ndependent provider of investigative services under contract
with an insurer shall be qualified by education or experience which
shall include an associate's or bachelor's degree in crimnal justice or
related field, or five years of insurance clains investigation
experience or professional investigation experience with |aw enforcenent
agenci es, or seven years of professional investigation experience
i nvol vi ng econom ¢ or insurance related matters. For the purposes of
eval uation of nedical related clains insurers may enploy or retain duly
| i censed or authorized nedi cal professionals. Notw thstanding these
m ni mum r equi renent s anyone enpl oyed as an investigator in a special
i nvestigation unit or by a provider of investigative services under
contract to an insurer as of the effective date of this paragraph and
who was al so so enpl oyed on or before Septenber tenth, nineteen hundred
ni nety-si x may continue in such enploynent provided the insurer
identifies such person in witing to the superintendent giving the date
such enpl oynent began and a description of the person's qualifications,
enpl oynent history and current job duties.

(c) The plan shall provide for the foll ow ng:

(1) interface of special investigation unit personnel with |aw
enforcenment and prosecutorial agencies and with the financial frauds and
consuner protection unit of the departnent of financial services;

(2) reporting of fraud data to a central organization approved by the
superi nt endent;

(3) in-service education and training for underwiting and cl ains
personnel in identifying and eval uating instances of suspected
fraudul ent activity in underwiting or clains activities;

(4) coordination with other units of an insurer for the investigation
and initiation of civil actions based upon information received by or
t hrough the special investigation unit;

(5) public awareness of the cost and frequency of fraudul ent
activities, and the nmethods of preventing fraud;

(6) devel opnment and use of a fraud detection and procedures nanual to
assist in the detection and elimnation of fraudulent activity; and

(7) the tinme and manner in which such plan shall be inplenmented and a



denonstration that the fraud prevention and reducti on neasures outlined
in the plan will be fully inplenented.

(d) (1) A fraud detection and prevention plan filed by an insurer with
t he superintendent pursuant to this section shall be deened approved by
t he superintendent if not returned by the superintendent for revision
Wi thin one hundred twenty days of the date of filing. If the
superintendent returns a plan for revision, the superintendent shal
state the points of objection with such plan, and any amendnents as the
superintendent may require consistent with the provisions of this
section, including, but not limted to, staffing | evels, resource
al l ocation, or other policy or operational considerations. An anended
plan refl ecting the changes shall be filed with the superintendent
within forty-five days fromthe date of return.

(2) If the superintendent has returned a plan for revision nore than
one tinme, the insurer shall be entitled to a hearing pursuant to the
provisions of article three of this chapter and regul ati ons pronul gated
t her eunder.

(3) If an insurer fails to submit a final plan within thirty days
after a determ nation of the superintendent after the hearing held
pursuant to paragraph two of this subsection, or otherwise fails to
submt a plan, or fails to inplenent the provisions of a plan in a tine
and manner provided for in such plan, or otherw se refuses to conply
with the provisions of this section, the superintendent may: (i) inpose
a fine of not nore than two thousand dollars per day for such failure by
an insurer until the superintendent deens the insurer to be in
conpliance; or (ii) inpose upon the insurer a fraud detection and
prevention plan deemed to be appropriate by the superintendent which
shall be inplenented by the insurer; or (iii) inpose the provisions of
bot h subparagraphs (i) and (ii) of this paragraph.

(e) Any plan, the information contained therein, or correspondence
rel ated thereto, or any other information furnished pursuant to this
section shall be deened to be a confidential comunication and shall not
be open for review or be subject to a subpoena except by a court order
or by request fromany | aw enforcenent agency or authority.

(f) For purposes of this section, the term"policies" shall refer to
i ndi vidual s covered if coverage is issued on a group basis.

(g) Every insurer required to file a fraud prevention plan shal



report to the superintendent on an annual basis, no |later than March
fifteenth, describing the insurer's experience, perfornmance and cost
effectiveness in inplenmenting the plan, utilizing such forns as the
superintendent may prescribe. Upon consideration of such reports, the
superintendent may require anendnents to the insurer's fraud prevention
pl an as deened necessary.



