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LOCAL LAWS
THE CITY OF NEW YORK
FOR THE YEAR 2006

No. 11

Introduced by Council Members Yassky, Brewer, Fidler, Koppell, Nelson, Rccchia,
Barron, Gentile, Felder, Garddnick, Gennaro and Weprin (by request of the
Brooklyn Borough President).

A LUL,AL, LAW

Yo amend the administrative code of the city of New York, in relation to reducing
no-fault motaor vehigle insurance froud,

Be it enacted by the Council as follows:

Section 1. Legislative findings and intent. ‘The Council finds that fraud in the
Stale’s no-fault automobile insurance system is a significant and costly problem.
According to a 2000 report of the Insurance Information Institute, no-fault aulomobile
insurance medical claims are filed in New York State at a rate that is 30% higher than the
nationwide no-fault median, and the State's average cost per claim is grealer than twice

- the no-fault median. Rceent changes in New York State law, which reduced the time in

- which a no-fault medical claim or accident may be rcported, have resulted in a decrease
in the number of claims and the average cost per claim. However, such changes in the
law did not help identify and monilor the perpetrators of no-fault motor vehicle insurance
[raud, or prohibil au.ivitics. such as the hiting of “runners,” that enable such fraudulent
activities to continue.

The Counil finds thut abuse of the no-fault automobilc insurance system has led to
higher automobile insurance costs in New York City, particutacly in Brooklyn.
According to an Qctober-2004 report issued by a task force established by the Brooklyn
Barough President's Offiee, it is gencrally accepted Lhat Brooklyn cxpeticnces among the
highest automaobile insurance rates in the country. The Council finds that medical clinics
that are primarily established for the purpose of engaging in (raudulent activity with
respect to no-fuult molor vehicle insurance are an essential clement in’ perpetrating Lhe
fraudulent scheme and conlribuling to the high automobile insurance costs in New York
City. The Council therefore finds that medical clinics that bill high amounts of no-fault
insurance medical treatment claims should be monitored through periodic tepotling
requirements and prohibited from engaging “runners" to procure additional patients.

§2, Title 20 of the administrative code of the ¢ity of New York is hercby amended
by adding a new chapier six 1o rcad as follows:
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CHAPTER G
NO-FAULT INSURANCE MEDICAL CLINICS

$20-900 Definitions.

§20-901 Reports.

$20-902 Prohibited acts.

§20-903 Rules.

$20-904 Violations and penalties.

‘ $20-905  Enforcement.

§20-900 Definitions, For the purposes of this chapter the following terms shall
have the following meanings:

1. "Clinic" shall mean any private, non-residential medical facility or practice,
other than a hospltal as défined in article 28 of the public health law, which provides
health care services in the city of New York relating 1o Injuries sustained as a result of
maltor vehicle accidents. . . '

2 “Control”, including the terms “controlling”, ‘“controlled by" and “under
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o direct or cause the direction-of the management and policies of an institution, whether
through ownership of voting securities, by contract or othervise.

3. “Healih care provider” shall mean any physician or oiher heaith care
professional, including, but not limited to, dentists, nurses, x-ray technicians, physical or
occupational therapists, mussage therapists, acupuncturists, chiropractors and mental
health service professionals, licensed o practice in New York state.

4. “Health care services” shall mean any health or mental health services provided
by u health care provider relating to injuries sustained as a result of an actual or alleged
motor vehicle accident, including but not limited to medical, haspital, surgical, nursing,
dental, ambulance, x-ray, diagnostic, prescription drug, prosthetic, psychiatric, massage,
acu’puncture. chirapractic, and physical or occupationul therapy and rehabilitation
services.

5. “Insured” shall mean any person who owns a pohcy of insurance issued by a no-
fault motor vehicle insurer that insures against losses or liabllities arlsing out of the
ownership, operation, or use of a motor vehicle.

6, "Medieal beneﬁt.s * shall mean full or partial papments for health care services.

7. “Motar vehicle" shall mean any vehicle operated upon a public highway or
public street propelled by any power other than muscular power.

8. “No-fault insurance medical clinic” shall mean any clinic that is subject to the
requirements of this chapier. '

9. “No-fuult motor vehicle insurance medical claim” shall mean any claim for
medical henefits submitted t0'a no-fault motor vehicle insurer under a policy issued by
such no-fault motor vehicle insurer pursuant to article 5! of the New York state
insurance law, which provides "first party benef ts™ as thar term is defined in scction
J102 () of such article.

10. “No-fault motor vehicle insurer” shall mean any insurer. company, corporation,
parnership or other individual or entity authiorized to transact or transacting business in
New York state, ar controlling or controlled by or under common control by or with such
insurer, company, corporation, partnership or other individual or entity, which sells
policies gf insurance that insurc against losses or liabilities arising owt of the ownership,
operation, or use of a motor vehicle,

11, "Owner" shall mean any owner, manager, operator or other person or persons
having control of a clinic and any authorized agent thereof.
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12, “Runner” shall nican any person who, for a pecuniarv bencfit, procures or
altempls 16 procure a client, patient or cusiomer when such person knows. or o
reasonable person would know, that the purpose of an owner of a no<fault mowor vehicle
insurance medicul clinic is 1o falsely or frandulently: (i) obiain medical benefits from a
nosftudt motor vehicle insurer: or (il) assert a claim against an insured or a no-faul
motor vehicle insurer for the provision of health care services 1o such client. puticnt or
customer; provided. however, that such term shall net inelude a person who procures or
autempis 1o procure elienls. patienis or customers through public media or a person who
refers clienis, patients or customers as anthorized by lw.  Nothing in this chaprer shall
he deemed ta prohibit an agent, broker or employee of a health maimenance
orgunization from seeking to sell health maintenance arganization coverage or health
insurance coverage to any individual or group.

S20-901 Keports. a. Where fifty percent or more of the billings for medical bencfits
Jited by any clinic within the preceding nvelve months were no-fanlt motor vehicle
insurance niedical claims, the owner of such clinic shall submit a report 1o the
deparimeni pursuant to paragraph ¢ of this subdivision.

h. Where fifiv percent or more of the billings for medical henefits filed by all clinies
oined by the same owner within the preceding trehve months were no<fault motor
vehicle insnrance medical elaims. the owner of such cliniey shall submit a report 1o the
depariment purswant (o paragraph ¢ of this swbdivision.

¢.  Beginning December 1. 2006, any report to the depariment required by this
section shall incinde: (i) the name, physical address and welephone number of each clinic
wnder the control of such clinic's awner: (i) the name. address and relephone mumber of
ull_owners of cach elinie: (iii) the name, address and telephone number of any
management company hired by each clinic. if applicable: and (iv) the percentage of toral
medical bills fited within the preceding, avelve momhs-that were no-fault moior vehicle
insurance medical claims, disaggregated by clinic. where applicable. . Iny owner of o
no-fanlr insurance medical clinic shall anach to such report a sworn statement stating
thar: (1) within the preceding neelve months, no-fault motor vehicle insurance claims
comprised fifty percem or more of the total biflings of an individual clinic or all clinies
awned by such owaer: provided, however, that the department shall nor require
disclosure of the actnal amount of no-fault insurance medical claims hilled by any such
clinic; and (2) such clivic does nof use. solicit, direct, hire or employ any runners.

§20-902 Prohibited acts. a. No owaer of a no-fault insurance medical clinic shall
nse. soficit, direct. hire or emplay any runner.

h. No person shall act as a runner.

S20-903 Rules. The cammissioner shall promulgate any rules as may he necessary
Sfor the purposes of implementing and enforcing this chapier,

$20-004 Violations and penaltics. a. Any person who viclates section 20-901 of this
chapter shall be subject to q civil penalty of not less than one thousand doflars nor meore
than ten thousand dollars for each violation: provided. however, that the commissioner
shall issue a vvitten waraing i liew of a civil penalty where the commissioner finds thar
stch person violated such section due to his or her reasonable befief thar the percentage
af billings for no-fault motor vehivle inswrance medical claims filed by his or her clinic
or clinics was nol at or above fifly percent during the preceding nelve months.

b. iy person who violates paragraph a of section 20-902 of this chapter shall be
guilty of « misdemeanor and shall he subject 10 a civil penally of not less than ten
thausand dollars for cach rynner used. solicited, directed, hired or employed, ar a term
of imprisonment not to exceed one pear, or hoth,
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e Any person who violates paragraph b of section 20-902 of this chupter shall be
guilty of a misdemeanor and shall be subjecr 10 a civil penalty of not less than ten
thousand dollars for vach violation, or a term of imprisonment nol ta exceed one year. or
horh,

d. Nothing in thiy section shall be construed to limit the imposifion of any other
penally that may be imposed pursuamt 1o any other v, rule or regulation.

$20-905 Enforcement. The department shall enforce the provisions of ihis chapter,
A procecding 1o recover aay civil penalty authorized pursuant to section 20-904 of this
ehapter shall be communced by the service of a notice of violation returnable to the
administrative wibunal of the department. The notice of violation or copy thereof when
Silled in and served shall constinae notice of the violation charged. The administrative
tribunal shall have the power fo render decisions and 1o impose the remedies and
penaltics provided for in section 20-904 of this chapter, in addiilon 10 any ather remedies
or penalties provided for the enforcement of such provisions under any other law
including, but not limited to. civil or criminal actions ar proceedings.

§3. Severability, if any subdivision, sentence. clause, phrasc or other portion of the
local law that added this chapter is. for any reason, declarcd unconstitutional ar invalid.
in whole or in parl, by any coust of competent jurisdiction, such portion shall be deemed
scverable and such unconstiwtionality or invalidity shall not affect the validity of the
remaining portions of the local law that added this chapter; which remaining portions
shall remain in full force and eflect. .

§4. This local law shall tke effect ninety days after its enactment into law.

THE CITY OF NEW YORK., OFFICE OF THE CITY CLERK. s.5.:
| hereby certify that the lorcgoing is a true copy of a local law of the City of Ncw
York. passed by the Council on April 26, 2006 and approved by the Mayor on May 11,
2006. :
MICHAEL McSWEENEY, 1* Deputy & Acting City Clerk

CERTIFICATION PURSUANT TO MUNICIPAL HOME RULE LAW §27

Pursuant to the provisions of Municipal Home Rule Law §27, | hereby certify that
the cnclased Lacal Law (Local Law [ of 2006, Council Int. No. 243-A} contains the
correct text and:

Received the following vote at the meeting of the New York City Council or April
=6. 2006; 50 for. 0 against, 0 not voling.

Waus signed by the Mayor on May 11, 2006.

Was returned to the City Clerk on May 15, 2006.

JEFFREY D, FRIEDLANDER, Acling Corporation Counscl
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