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Good morning Chairman Cahill, I am Ellen Melchionni, President of the New York 

Insurance Association or “NYIA.” NYIA is the state trade association that has represented 

the property/casualty insurance industry in New York for more than 130 years. Our 

extensive membership includes carriers who write more than 40 percent of the New York 

State auto insurance market. Before I begin my testimony, I must take a minute to express 

our appreciation to you and the entire committee for holding this hearing. As we 

understand it, you will be holding roundtables in the state to further explore the important 

issue of auto insurance.  We encourage that and suggest those forums should include 

individual auto insurance companies because they have the expertise and knowledge 

essential to a complete understanding of the New York auto insurance market.   

New York families are at personal and financial risk from auto insurance fraud, a 

multi-million dollar illegal enterprise.  Therefore, NYIA strongly urges the Legislature to 

take a zero tolerance stance on auto insurance fraud.  No-fault and auto accident fraud is a 

public safety issue and costs New Yorkers millions of dollars a year.  For these reasons, 

NYIA appreciates your attention to this very serious issue.  

In order to fully appreciate the size of the New York auto insurance market and the 

insurers who write this business, it is important to keep in mind some fundamental statistics 

regarding this market.  Auto insurance premiums in New York for 2012 added up to $12.6 

billion.  The New York auto insurance market is competitive, with over 60 insurance 

carriers writing private passenger auto policies and 120 carriers writing commercial auto 

insurance policies.  Turning to no fault specifically, New York’s Personal Injury Protection 

(PIP) benefit of up to $50,000 is second in the nation among no fault states with only 

Michigan providing a higher PIP benefit level.     
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The property and casualty insurance industry is cyclical and as part of this industry 

auto insurance is no different.  In some years the industry experiences decent returns and in 

other years there are only modest returns or even losses.  In fact, the Fortune 500 

companies’ profitability as measured by rate on return exceeded the property and casualty 

insurance industry for every year from 2003 to 2012.    

Inaction by public policymakers has enabled fraud to thrive, making our roadways 

more dangerous, diminishing the quality of health care in our state, and adding financial 

burdens to New York families.  Our healthcare system has been held hostage for too long by 

corrupt individuals posing as medical professionals. Patient safety needs to be restored. 

Medical mills that have no interest in treating people seeking medical care need to be shut 

down. These mills exist solely to bill for treatments that are often never even performed. If 

treatment is provided it is typically excessive or not necessary—putting those that are treated 

in harm’s way.  Buttressing these individual examples of medical no fault fraud are statistics 

from the Insurance Research Council (IRC).  The IRC examined medical utilization in each 

of the no fault states for sprains and strains of the back and neck for claims closed in 2012.  

New York consistently ranks among the highest in the country for medical utilization 

employed to treat those injuries within no fault states.     

Elected officials need to stand up for New Yorkers and put an end to criminals 

blatantly exploiting the auto insurance system for their personal gain. The state needs to be 

vigilant in fighting this vast problem by cracking down on individuals and organized crime 

rings committing auto insurance fraud.  

Further evidence of fraud in the automobile insurance system is demonstrated by the 

fact that, nationally, claim frequency is down and the severity of injuries from auto 
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accidents is down yet the costs of each auto insurance claim have substantially increased.  

More specifically, in 1992 40% of auto injury claimants experienced a period of disability.  

In 2012 this percentage stood at 23% of bodily injury claimants and 28% of no-fault 

claimants.  Despite these two facts, the cost of each claim has risen dramatically.  One factor 

is the reality that many people view no-fault in New York as a large blank check.  In fact, 

we have the second highest basic no-fault benefit limit in the country at $50,000 per person.  

Medical costs are the primary driver of increased auto injury costs, accounting for 96% of 

no-fault claimed losses in 2012 nationwide.        

NYIA supports the following measures, all as part of a “zero tolerance policy” for 

auto insurance fraud:  making staging an auto accident a felony crime, ending fraudulent 

billing from fly-by-night durable medical equipment providers, allowing the retroactive 

cancellation of fraudulently obtained auto insurance policies, and requiring health providers 

to prove that a treatment is medically necessary. 

We need strong criminal penalties for a crime that has seriously injured individuals and 

even cost one woman her life. Alice Ross, a 71-year-old grandmother in Queens was driving 

to visit her daughter when she was killed by someone who purposely caused an accident to 

fraudulently collect insurance claim payments. NYIA supports S3547 introduced by Senator 

Seward and A7989 introduced by Assemblyman Weprin. 

  Durable medical equipment fraud is rampant. It is too easy for anyone to start a 

company that is supposed to distribute essential medical equipment, such as crutches and 

neck braces, with the intent to bill for equipment that the patient didn’t need or never even 

received. Companies that bill for durable medical equipment through auto insurance should 

be approved by the National Supplier Clearinghouse as an authorized Medicare supplier. If 
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a company is not approved to receive payment by Medicare, they should not be able to bill 

auto insurance companies. NYIA supports S3540 introduced by Senator Seward.  

 An aid to unscrupulous no-fault claims is the current strict New York laws 

preventing an auto insurer from cancelling a policy “ab initio” (i.e., retroactively to the date 

of policy inception) for new auto policies if the policy was procured with fraudulent 

payment mechanisms. Since New York does not permit retroactive cancellations but rather 

cancellations are only prospective in nature, this legal loophole turns into a gold mine where 

no-fault is involved. The time between when the policy is "purchased" to the time it is 

cancelled provides ample opportunity for no-fault fraud.  NYIA strongly supports 

Assemblyman Heastie’s bill A. 3774A and its Senate companion bill S. 1959A by Senator 

Golden, to allow retroactive cancellation of the automobile policy, in the first sixty days, 

where the payment turns out to be fraudulent. The automobile insurer would be allowed to 

cancel a policy retroactively in these cases.  Since a common type of fraudulent payment 

used in these scams is to steal a person’s credit or bank account number, this bill’s 

crackdown on these fraudulent payment schemes would have the ancillary benefit of 

attacking identity fraud.  Also, since the no fault scammers need an auto policy to initiate 

their fraud, this legislation’s adoption into law would stop many cases of fraud before they 

even start.    

 Medical providers are not required to substantiate that a medical treatment was 

necessary when billing for a claim in the no-fault auto insurance system. Patients do not 

often even realize medical providers or medical mills are billing on their behalf. In fact, 99 

percent of lawsuits related to no-fault medical bills are brought by providers, not the actual 

individual who was injured or in many cases supposedly injured. Every other state in the 
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nation requires claimants to establish that a treatment was medically necessary when filing a 

lawsuit. New York citizens should be provided the same protection. NYIA supports S3545 

introduced by Senator Seward and proposes two additional consumer protection enhancements. 

First, expenses should not be allowed to exceed the $50,000 total no-fault benefit level per 

case. This provision is already in law, but enforcement has frequently been lax.  Second, 

NYIA proposes that services deemed medically unnecessary by Medicare and other 

reputable organizations should not be paid under no-fault.  

 I would like to take a few minutes to address one issue that has been raised regarding 

no fault and automobile insurance coverage for lawsuits over accidents.  As you know, the 

$50,000 in no fault benefits was established by this Legislature in exchange for the 

elimination of bodily injury lawsuits for non-serious injuries.  There have been calls to 

expand the current statutory definition of a “serious injury” to enable more auto accident 

claimants to sue for all damages, including unlimited pain and suffering damages.  For the 

following reasons, any change to the serious injury threshold is not sound public policy and 

will only result in even greater costs to the automobile insurance system, costs that are 

eventually picked up by New Yorkers. 

One proposal to relax the serious injury threshold, A2362 by Assemblyman Titone 

and S880 by Senator Bonacic, would not merely update the current definition of “serious 

injury” to reflect modern medical technology.  Rather, this proposal would actually result in 

virtually every minor, soft-tissue injury caused by an auto accident to now be eligible for a 

bodily injury lawsuit and able to recover damages for pain and suffering in addition to 

medical expenses.  This bill’s inclusion of “tears or impingement of a nerve, tendon, 

ligament, muscle or cartilage” and a surgical procedure to any injured part of the body 
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would essentially eliminate the no fault threshold in over 95% of auto injury cases.  The 

legislation’s new categories of “serious injury” could even include strains, sprains and 

contusions.  An argument could even be made that sutures may qualify as a “surgical 

procedure”.   

Placing this enormous increase in the type of auto accident injuries that would now 

be “serious injuries” would have a tremendous negative impact on the entire New York 

automobile insurance cost structure because it would simply add the $50,000 no fault 

benefits on top of a greatly increased bodily injury component of auto insurance costs.  The 

only alternative is to disallow no fault benefits in those cases and have the auto insurance 

consumer recover their immediate medical expenses through the litigation process, a result 

that will effectively mean the injured person goes at least several months and often years 

before recovering those medical costs.  Put simply, any modification of the serious injury 

threshold would inevitably lead to an enormous increase in the cost of auto insurance in 

New York.  

New York State law requires that motorists carry a minimum amount of liability 

insurance of $25,000 for bodily injury to one person, $50,000 for bodily injury to all persons, 

and $10,000 for property damage in any one accident.  These “mandatory minimums” are 

sufficient and any attempt to increase them will merely hurt auto insurance consumers.  

When the Legislature raised the minimums to their current level, the next year saw motor 

vehicle liability suits increase by more than 10 percent.  The average auto insurance 

premium in New York for that year rose 13 times faster than the national average.  In this 

current economic climate where New York is just beginning to emerge from years of 
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stagnant economic growth, these negative impacts cannot be allowed to occur but they will 

if the mandatory minimums are increased. 

NYIA also opposes any attempts to modify the current law governing the auto 

insurance consumer’s choice as to purchasing supplementary uninsured/underinsured 

motorist (SUM) coverage and any change in the consumer’s ability to choose the amount of 

SUM coverage they wish to purchase.  New York’s present SUM mechanism works fine 

with consumers able to choose higher SUM limits in the amount they deem best for their 

individual circumstances.  11 New York Code of Rules and Regulations section 60-2.2 

requires every auto insurer to provide a written notice in concise language stating that SUM 

coverage is available and explaining how SUM coverage works in practice. 

New York has an auto insurance market of last resort, or residual market, for those 

drivers who are unable to obtain coverage from any auto carrier.  This market, the New 

York Automobile Insurance Plan (NYAIP), currently has a historically low level of motor 

vehicles insured by it.  This is more evidence of a robust and competitive auto insurance 

market in New York.  In fact, the Department of Financial Services in their 2012 annual 

report notes that less than 1 percent of New York private passenger motor vehicles are 

insured in the NYAIP.  Additionally, the number of vehicles insured in the NYAIP has 

decreased by 20 percent at year-end 2012 as compared to year-end 2011.  Based on this 

information, New York’s residual market for auto insurance does not appear to be suffering 

any significant problems.  

NYIA strongly supports the current flex rating system for auto insurance rates.  We 

firmly believe the 5% flex rating law is a useful method of enhancing competition and 

ensuring a robust, vibrant competitive market for the New York State auto insurance 
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market.  Having more insurers in the market not only increases price competition and helps 

hold down increasing auto insurance costs, but it also increases consumer choice and 

reduces the number of consumers who are forced to seek coverage in the assigned risk plan, 

the residual market for auto insurance. 

Collision and comprehensive coverage are important parts of an auto policy.  It must 

be pointed out that there are various methods a New York auto insurance consumer can use 

to reduce the costs of these two portions of their policy.  There are many discounts on the 

collision and comprehensive coverage available in New York.  Taking an approved accident 

prevention course, available in a classroom or over the internet, entitles the consumer to a 

discount on the collision coverage of their policy for three years.  Anti-theft devices can 

provide a New York driver with a reduction on the comprehensive portion of their 

premium.  If a vehicle is equipped with factory installed daytime running lamps, the vehicle 

owner is entitled to a discount on the premium for their collision coverage.  In addition, 

many auto insurance companies provide other discounts for certain safety features.    

In conclusion, NYIA believes that auto insurance fraud is a serious problem in New 

York and one that thrives on the very structure of the state’s auto insurance system.  Our 

zero tolerance for fraud policy would go a long way toward reducing this fraud and thereby 

benefiting all New Yorkers, both financially and in terms of their safety.  We recognize that 

fraud is a moving target and we must remain vigilant in monitoring these criminals and take 

quick action to stop them from perpetrating these illegal activities that harm New Yorkers.  

Thank you and I would be happy to answer any questions you may have.  


