
SENATE, February 20, 1990.

The committee on Insurance, to whom was referred the petition
(accompanied by bill, Senate, No. 679) of Linda J. Melconian for
legislation relative to establishing an automobile insurance fraud
bureau, reports the accompanying bill (Senate, No. 1496).

For the committee,
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LINDA J. MELCONIAN.
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In the Year One Thousand Nine Hundred and Ninety

An Act relative to establishing an automobile insurance fraud
BUREAU.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority ofthe same, asfollows:

1 SECTION 1. Chapter 26 of the General Laws, as appearing in
2 the 1988 Official Edition, is hereby amended by striking section 8B
3 and inserting therein the following section:
4 Section 88. (a) An automobile insurance rating organization
5 licensed under the provisions of section eight of chapter one
6 hundred seventy-five A of the General Laws is hereby authorized
7 to create an insurance fraud bureau with the powers and duties
8 specified in this section for the prevention and investigation of
9 fraudulent insurance transactions.

10 (b) The fraud bureau shall be governed by a board containing
11 thirteen members, one of whom shall be the secretary of the
12 executive office of public safety, one of whom shall be the registrar
13 of motor vehicles, and one of whom shall be the commissioner
14 of insurance. The remaining members of the board shall be ten
15 members of the governing committee of the Automobile Insurers
16 Bureau of Massachusetts, or its successor.
17 (c) The governing board of the fraud bureau shall employ an
18 executive director and a general counsel. The executive director
19 shall be responsible for the administrative operation of the fraud
20 bureau and shall perform such other tasks as the board may direct.
21 The general counsel shall be the chief legal officer of the fraud
22 bureau.
23 (d) The executive director shall appoint other employees of the
24 fraud bureau as necessary. The executive director may expend for
25 legal, investigative, clerical and other assistance and expenses such
26 sums as may be necessary. All costs of administration and
27 operation of the fraud bureau shall be borne by the Automobile
28 Insurers Bureau of Massachusetts, or its successor. The executive
29 director shall determine the estimated costs for the operation of
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30 the fraud bureau and, upon approval by the board, shall assess
31 the Automobile Insurers Bureau of Massachusetts, for such
32 estimated costs. The estimated costs shall be paid to the executive
33 director within thirty days after the date of the notice from the
34 executive director of such estimated costs. The executive director
35 shall subsequently make adjustments to future assessments for any
36 variation between estimated and actual cost on a fair and
37 reasonable basis.
38 (e) The executive director shall designate such authorized
39 personnel employed by the insurance fraud bureau to have access
40 to all relevant records kept within the registry of motor vehicles
41 and to such records kept by insurance companies which may be
42 relevant to any fraud bureau investigation. The authorized
43 personnel shall also have access to criminal offender record
44 information pursuant to clause (b) of section one hundred and
45 seventy-two of chapter six, provided however that the information
46 is related solely to the purpose of the insurance fraud bureau and
47 to the performance of the responsibilities of the authorized
48 personnel.
49 (f) Any insurer licensed pursuant to the provisions of chapter
50 one hundred seventy-five, and any person engaged in the business
51 of insurance in this commonwealth who is exempted from
52 compliance with the licensing requirements of chapter one
53 hundred seventy-five, or other similar entity, who has reason to
54 believe that an insurance transaction may be fraudulent, or has
55 knowledge that a fraudulent insurance transaction is about to take
56 place, or has taken place, shall within thirty day after
57 determination that the transaction may be fraudulent, send to the
58 fraud bureau, on a form prescribed by the executive director, the
59 information requested by the form and such additional
60 information relative to the transaction and the parties involved
61 as the executive director may require.
62 (g) The fraud bureau shall review each report and undertake
63 such further investigation as it deems necessary and proper to
64 determine the validity of the transaction. Upon receipt of a report
65 pursuant to the previous subsection, or other information which
66 provides reason to believe that any person has violated any laws
67 of the Commonwealth concerning insurance fraud, the fraud
68 bureau may conduct an investigation within or without the
69 Commonwealth as may be necessary. A person having material
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70 located outside the Commonwealth and requested by the
71 executive director may make it available to the executive director
72 or his representative to be examined at the place where it is
73 located. The executive director may designate representatives,
74 including officials of the state in which the material is located,
75 to inspect the material on his behalf, and may respond to similar
76 requests from officials of other states.
77 (h) The executive director or his designee may request the
78 attendance and testimony of witnesses and the production of
79 books and records relevant to an investigation. If a person neglects
80 or refuses to comply with any request to provide testimony or
81 produce books and records relevant to the investigation, the
82 executive director may refer the matter to the attorney general,
83 the district attorney, or the United States attorney, for the purpose
84 of instituting judicial proceedings to compel the person to provide
85 the testimony or books and records as requested.
86 (i) Whenever the executive director is satisfied that a material
87 fraud, deceit, or intentional misrepresentation has been
88 committed in an insurance transaction or purported insurance
89 transaction, or that a violation of sections one hundred eleven A
90 and one hundred eleven B of chapter two hundred sixty-six, or
91 other laws of the Commonwealth concerning insurance fraud has
92 occurred, the executive director shall refer the matter to the
93 attorney general, the district attorney or the United States
94 attorney. The executive director shall also report any suspected
95 violation of law to the appropriate licensing agencies of the state
96 and federal governments.
97 (j) In the absence of malice or bad faith, no insurer or fraud
98 bureau as established under this section or the members of the
99 governing board or the employees or agents of said bureau or

100 other person subject to the provisions of this section, or the
101 employees or agents of such insurer or person, shall be subject
102 to civil liability for actions undertaken in the course of their duties
103 hereunder.
104 (k) The fraud bureau shall file a report beginning August 1,
105 1991 and every six months thereafter with the clerk of the house
106 of representatives who shall forward the same to the joint
107 legislative committee on insurance, and a similar report shall be
108 filed with the attorney general which shall include appropriate
109 information, unless otherwise prohibited by law, on the
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110 disposition of matters referred to the fraud bureau. The attorney
111 general shall file a report beginning August 1, 1991 and every six
112 months thereafter with the clerk of the house of representatives
113 who shall forward the same to the joint legislative committee on
114 insurance and a similar report shall be filed with the fraud bureau
115 which shall include appropriate information, unless prohibited by
116 law, on the disposition of matters referred to the attorney general
117 by the fraud bureau. The bureau shall periodically report to
118 insurers regarding the status of matters reported to the bureau
119 by insurers, the outcome of all investigations and prosecutions
120 conducted by the bureau, and patterns and practices of fraudulent
121 insurance transactions identified in the course of performing its
122 duties. The fraud bureau shall perform such research functions
123 and data collection efforts as director by the governing board to
124 assist in the prevention, detection and prosecution of fraudulent
125 insurance transactions.
126 (1) The attorney general shall designate at least one assistant
127 attorney general who shall devote full-time to the investigation
128 and prosecution of automobile insurance fraud matters referred
129 by the fraud bureau. The annual cost for the assistant attorney
130 general so designated, not to exceed $lOO,OOO, shall be charged
131 to the fraud bureau. The attorney general may designate
132 additional assistant attorneys general for the investigation and
133 prosecution of insurance fraud matters as deemed necessary.
134 (m) Upon conviction for the violation of any law concerning
135 insurance fraud, following the investigation and referral for
136 prosecution by the fraud bureau under this section, the person
137 convicted shall be ordered to make restitution to the insurer for
138 any financial loss sustained as a result of the commission of the
139 crime.

1 SECTION 2. Section one of this act shall terminate on
2 December thirty-first, nineteen hundred and ninety-three.
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