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Date: 

Subject: Crimes; insurance fraud 

Statement of purpose: This bill establishes the offense of insurance fraud and 

prescribes penalties and establishes requirements for insurers to file anti-fraud 

plans with the commissioner of banking, insurance, securities, and health care 

administration and to include fraud statements on certain documents. 

AN ACT RELATING TO INSURANCE FRAUD 

It is here~ enacted by the General Assembiy of the State of Vermont: 
~//-la.. .• 

§ 2031. INSURANCE FRAUD 

e that information is false or 

ceal" means to take affirmative action to revent others from 

verin information. Mere failure to disclose information does not 

ls 
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Sec. 1. 13 V.S.A. § 2031 is added to read: 

§ 2031. INSURANCE FRAUD 

(a) Definitions. As used in this section: 

1 

(1) "Conceal " means to take affirmative action intended to prevent others from 

discovering information. Mere failure to disclose information does not constitute concealment. 

(2) "insurance policy " has the same meaning as in 8 V.S.A. § 4722(3 ). 

(3) "Insurer" has the same meaning as in 8 V.S.A. § 4901(2). 

( 4) "Person " means a natural person, company, corporation, unincorporated association, 

partnership, professional corporation, agency of government, or any other entity. 

(b) Fraudulent insurance act. No person shall, with intent to defraud: 

(1) present or cause to be presented a claim for payment or benefit, pursuant to any 

insurance policy, that contains false representations as to anv material fact or which conceals a 

material fact; or 

(2) present or cause to be presented any information which contains false representations 

as to any material fact or which conceals a material fact concerning the solicitation {or sale of 

any insurance policy or purported insurance policy, an application for certificate of authority, or 

the financial condition of any insurer. 

(c) Penalties. A person who violates subsection (b) of this section shall: 

(1) if the benefit wrongfully obtained or the loss suffered by any person as a result of the 

violation has a value ofless than $900.00, be imprisoned for not more than six months or fined 

not more than $5,000.00, or both; or 

(2) if the benefit wrongfully obtained or the loss suffered by any person as a result of the 

violation has a value of more than $900. 00, be imprisoned for not more than five years or fined 

not more than $10,000.00, or both; or 

(3) for a second or subsequent offense, regardless of the value o( the benefit wrongfully 

obtained, be imprisoned not more than five years or fined not more than $20,000.00, or both. 
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(d) Administrative action. Upon the conviction ofa practitioner for a violation of subsection 

(b) of this section, the prosecutor shall inform the appropriate licensing authority. Any victim 

may notify the appropriate licensing authorities in this state and any other iurisdiction in which 

the practitioner is licensed of the conviction. 

(e) This section shall not be construed to limit or restrict prosecution under anv other 

applicable law. 

Cf) Immunity. No insurer or insurance professional acting in good faith and furnishing or 

disclosing information to the appropriate law enforcement official shall be subiect to civil 

Liabili or libel slander or an other cause o action arisin rom the urnishin or disclosin 

of such information. except if the information is furnished solely to obtain an advantage in 

connection with a claim that will be. i being, or ha been filed. 

(g) This section shall not apply to workers' compensation fraud. Cases involving workers' 

compensationfraud shall be prosecuted under section 2024 of this title. 

(h) The public policy of this state is that the standards of this section shall not apply or be 

introduced into evidence in any civil or administrative proceeding, whether to argue public 

policv. materiality, or for anv other purpose. 

Sec. 2. 8 V.S.A. chapter 130 is added to read: 

CHAPTER 130. INSURANCE FRA VD 

§ 4750. INSURER ANTI-FRAUD PLANS 

(a) Every insurer with direct written premiums shall prepare, implement. and maintain an 

insurance anti-fraud plan. Each insurer's anti-fraud plan shall outline specific procedures. 

appropriate to the type ofinsurance the insurer writes in this state, to: 

(1) Prevent, detect, and investigate all forms of insurance fraud, including fraud involving 

the insurer's employees or agents; fraud resulting from misrepresentations in the application, 

renewal, or rating of insurance policies; claims fraud; and security of the insurer's data 

processing systems. 

(2) Educate appropriate employees on fraud detection and the insurer's anti-fraud plan. 

(3) Provide for the hiring of or contracting for fraud investigators. 
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( 4) Report insurance fraud to appropriate law enforcement and regulatory authorities in 

the investigation and prosecution of insurance fraud. 

(5) Where appropriate. pursue restitution for financial loss caused by insurance fraud. 

(6) Ensure that applicable state and federal privacy laws are complied with and that the 

confidential personal and financial information of consumers and insureds is protected. 

(7) Comply with such other procedures as the commissioner may require bv rule. 

(b) The commissioner may require an insurer to file annually its anti-fraud plan with the 

department and an annual summary of the insurer 's anti-fraud activities and results. 

(c) This section confers no private rights of action. This section does not affect private rights 

of action conferred under other laws or court decisions. 

(d) Enforcement. Notwithstanding any other provision of this title. the (allowing are the 

exclusive monetary penalties for violation of this section. Insurers that fail to prepare. 

implement. maintain, or submit to the department of banking, insurance, securities, and health 

care administration an insurance anti-fraud plan are subject to a penalty of $500.00 per day, not 

to exceed $10,000.00. 

Sec. 3. 1 V.S.A. § 317(c)(36) is added to read: 

(36) anti-fraud plans and summaries submitted by insurers to the department of banking, 

insurance, securities. and health care administration for the purposes of complying with 8 V.S.A. 

§ 4750. 

Sec. 4. EFFECTIVE DATE 

This act shall take effect July 1, 2006, except for Sec. 2. which shall take effect January 1, 

2007. 

f~) . ~ 
~;. 

,. -. ' \ ·~n~ • .Mline ~ of Representatives 
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§ 2031. INSURANCE FRAUD 

(a) Definitions. As used in this section: 

1 "Conceal" means to take a 'irmative action ram discoverin 

in ormation. Mere ailure to disclose in ormation does not c stitute concealment. Action b the 

discove rivile ed in ormation does not constitute oncealment. 

2 "Insurance as in 8 VS.A. S 4722 3. 

3 "Insurance remium " has the same meanin as in 8 VS.A. 7001. 

4 "Insurance between or amon an 

insurance remium 

direct! or indirect[ 

an insurance remium a reement wherein the insured has assi ned the unearned 

or such advancement in a ment o 
' 

remiums on insurance tJolicies onl and does not include the inancin o insurance remiums 

oods and services. 

5 ro essional" means sales a ents mana in eneral a ents brokers 

roducers administrators. 

' nsurance transaction" means a transaction b between or amon 

an insurer or a person who acts on behalf of an insurer; and 

an insured. claimant. applicant for insurance. public adiuster. insurance professional. 

or an erson who acts on behal o an o the ore 

e ca cu atm insurance or 
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a c mm 

the benefits thereof or therefrom. 

(7) "Insurer" has the same ,neaning as in 8 V. S.A. § 4901(2 ). 

8 "Person" means a natural erson com an cor'Joration 

'Jartnershi 

9 "Practitioner" means a licensee o this state authori ed to er 

1s cholo • ractic or law or an other licensee o the st 

in the state whose services are com ensated either in whole 'Jart direct/ or indirect! b 

insurance roceeds includin insurance ad·usters or a lie see similar! licensed in other states 

and nations or the licensed ractitioner o treatment rende red in accordance with a 

recognized religious method of healing. 

10 "Premium " means consideration or covera e under an insurance 

"Premium " includes an , hether due within the insurance olic term or 

advanced b the insurer or insurance ro essional 

and sub ·ect to reimbursement bv the ins ed or otherwise· an , sel -insured retention or 'Ja ments 

whether advanced b the insurer or i surance 'JrO essional and sub ·ect to reimbursement b the 

insured or otherwise · and an col to be rovided to collaterali e obli ations to 

make 

11 acts or in ormation which an law other than this 

Mere ailure to disclose in ormation does not constitute 

ailin to disclose reasonabl believes that there is no du to disclose. 

b No erson shall with intent to de raud: 

1 be resented or re are with knowled e or belie that it will be 

or on behal o an insured claimant or a licant to an insurer insurance 

or insurance remium inance com an in connection with an insurance transaction 
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alse re 

material act or which withholds or conceals a material act concernin an 

(A) The application for, rating ol or renewal of any insurance policy. 

B A claim or a ment or bene it ursuant to an insurance olic 

C Pa ments made in accordance with the terms o an insur: 

D The a? ?lication used in an insurance 

2 Present cause to be that it will he 

resented to orb I an insurer 1 insurance remium inance com ?an in 

connection with an insurance transaction o inance transaction an I in ormation which 

contains alse re re ·entations as to anv material act 

concerning anv o[lhe [allowing: 

A The solicitation or sale o orted insurance ?olic 

(B) An application for certifica .e of authority. 

(C) The financial condi any insurer. 

D or dissolution o an I insurer. 

3 or renewal insurance risks b or or an insolvent insurer. 

4 transactions and a airs or such material ?art 

thereo lace o business o the insurer or rom the lace o 

or se uester the same rom the de artment o bankin 

le unds o an insurer an insured a claimant 

ant or insurance in connection with: 

an insurance transaction; 

(B) the conduct of business activities by an insurer or insurance professional; 

-----==~~~=::::::~.vi 
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ormati 

(c) Penalties. A person who violates subsection (b) of this section shall: 

1 obtained or the loss su ered b an 

violation has a value o less than 500.00 be im risoned or not more th 

more than $5,000.00, or both; or 

2 

violation has a value o· more than of more than ive ears or ined not 

more than $10,000.00, or both: or 

3 ull 

obtained 

sional re ulation the de'Jartment o • 

securities and health care administration o the 

the de artment o health and the de artment o • 

bankin 'd health care administration shall then orward a notice o • the 

An victim ma 

tate and an other ·urisdiction in which the ractitioner is licensed o 

the conviction. 

1 ed as a result o a violation o subsection b o • this section ma brin a 

or dama es and such other relie as the court deems a 

an ro it ensation or a ment received b the violator 

rom the violation. 

B Reason 's ees and court costs. 
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Thi! attorne itution reasonable attorne 's ees 

and court costs in su erior court on behal o the de artment o bankin insurance 

health care administration and an victims o violations o this section. 

determination thereo the court ma at an time enter such restrainin 

take such other actions as it shall 

deem proper. 

An insurer or insurance s reasonable belie that 

in urance raud will be is bein and disclose an I in onnation 

in its 'Jossession concernin uch act to the a 

Jmmunitv. No insurer or insurance '1 ood aith and urnishin or 

disclosin in ormation to the a riate law al shall be sub ·ect to civil liabili 

or libel slander or an other cause o ac rom the urnishin or disclosin o such 

Sec. 2. 8 V.S.A. chapter 130 is addedf d: 

CHA TER 130. INSURANCE FRAUD 

a Eve remiums shall lement and maintain an 

insurance anti- raud Each insurer's anti- 'raud Zan shall outline rocedures 

insurance the insurer writes in this state to: 

1 etect and investi ate all arms o insurance raud includin raud involvin 

the insurer's ees or a ents: raud resultin ram misre'Jresentations in the a lication 

renewal insurance 'Jolicies · claims raud· and securi o the insurer's data 

lo ees on raud detection and the insurer's anti- raud Zan. 
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3 Provide o o or contractin or raud investi ators. 

4 Re ort insurance raud to a 

investigation and prosecution of insurance fraud. 

5 Where a ursue restitution or inancial loss caused b 

6 Ensure that a 'J licable state and ederal 'J rivac 

con idential ersonal and inancial in ormation o consumers and insur s is rotected. 

7 Com 'Jl with such other rocedures as the commissioner, a 

b The commissioner shall reauire an insurer to its anti- raud 'Jlan whh the 

department and an annual summary of the insurer's anti-(r. ud activities and results. 

c This section con ers no rivate ri hts o • action. This section does not a -ect 'J rivate ri hts o • 

action con erred under other laws or court decisio :s. 

d En orcement. o this title the • ollowin are the 

exclusive monetar • this section. Insurers that ail to re are im 'Jlement 

o bankin insurance securities and health care 

not to 

exceed $10,000.00. 

a arms re ardless o the orm o transmission 

law as a condition o 

lication or claim orm that clearl states in 

rovide material alse incom lete or misleadin 

incom lete or misleadin in ormation concernin the sale o 

erson to misa unds o an insured or 
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an 

benefits. " 

b The lack o a statement re uired in subsection a 

de ense in anv criminal 'Jrosecution under 13 V.S.A. nor in an civil action re erenced 

therein. 

c The warnin shall not be rec. uired on orms relatin to 

reinsurance. 

Sec. 3. 1 V.S.A. § 317(c)(36) is added 

36 

insurance 

4750. 

Sec. 4. 

This 

insurers to the de artment o bankin 

1 2006 exce t or Sec. 2 which shall take e 07. 
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information does not constitute concealment. 

3 "Insurance 

4 "Insurance 

8 V.S.A. § 7001. 

between or amon an insured a roducer or 

revent 01 scover 
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to an insurer or roducer at the re , , est of an insured ursuant to the terms of 

~ reement wherein the insured has assi ned the 

unearned remiums accrU' tl dividends or loan a ments as securitv for such 

aoents 

urchased iri connection with the 

mana eneral 

roducers ad·usters and third- art administrators. 

"Insurance transaction" means a transaction b between or amon 

(A) an insurer or a person who acts on behalf of an insurer; and 

(B) an insured, claimant, applicant for insurance, public adjuster, 
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calculatin insurance submittin a claim 

3 'claim or otherwise obtainin insurance self-insurance 

4 obtaining the benefits thereof or therefrom. 

5 8 "Insurer" has the same meanin as in 8 V.S . 

. 7 uninco orated association 

8 government. or any other entity. 

9 
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e under 

13 

14 

15 

16 
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18 

19 

20 
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olic term or otherwise and deductible a ments whether 

e insurer or insurance rofessional and sub· ect to 
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2 sub·ect to reimbursement b the insured or otherwise· and an 

4 this subdivision. 

5 12 "Reckless" means without reasonable belief o e truth or for the 

7 of probable insolvency. 

8 13 "Withhold" means to fail to disclos acts or information which an 

9 law other than this act re uires to be discl ed. Mere failure to disclose 

11 reasonabl believes that there is no d 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

b Fraudulent insurance act. erson shall with intent to defraud and 

or obtainin am: 

are with knowledo-e or belief 

or on behalf of an insured claimant or a licant to 

ofessional or insurance remium finance com an m 

remium finance transaction an 

h contains false re resentations as to an material fact or 

olds or conceals a material fact concernin an of the followin 

(A) The application for, rating of, or renewal of any insurance policy. 

B _A c • 
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policy. 

D The a lication used in an insurance 

transaction. 

2 Present 

insurance remium finance com an in connecti 
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transaction or remium finance transaction an information which contains 

false re resentations as to anv material fae or which withholds or conceals a 

material fact concern· 

12 insurance policy. 

15 

16 

17 

18 

19 

20 

21 

D 

any insurer. 

isition formation meroer affiliation or dissolution of 

t new or renewal insurance risks b or for an 

transactions and affairs or 

art thereof from the home office or other lace of business of 

lace of safekee in of the insurer or destro or 
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e _from the de 

2 health care administration. 
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insurance securities 

4 insured a claimant or an a licant for insurance in connection 

5 (A) an insurance transaction; 

6 B the conduct of business activities b 

7 professional; 

8 C the ac uisition 

9 any insurer. 

10 c Penalties. A erson who violates saosection b of this section shall: 

11 (1) if the benefit wrongfully obtained or the loss suffered by any person 

12 as a result of the violation has a valu of less than $500.00, be imprisoned for 

13 not more than two ears or fined ot more than $5 000.00 or both· or 

14 

15 

16 

17 

18 

19 

20 

21 

2 if the benefit wron ull obtained or the loss suffered bv an erson 

as a result of the violatioa as a value of more than $500.00 be im risoned for 

ardless of the value of the 

ractitioner is determined b the 
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3 'licenses and ma notif the a 

4 ·urisdictions where the 

6 the practitioner is licensed, of the conviction. 

7 (e) Civil remedies. 

8 

9 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

1 A erson dama of this 

section ma brin a civil action a 

subsection ma neither be certified as a class action nor be made art of a class 

action. 

(A) Return of any nrofit, benefit, compensation; or payment received 

by the violator directly resulting from said violation. 

(B) Reasom1ble attorney's fees and related legal expenses, including 

internal legal expenses and court costs, not to exceed $5,000.00. 

(2) The ttorney general or state's attorney shall have authority to 

• il proceedings on behalf of the department of banking. insurance, 

and health care administration and an victims of violations of this 

Pendin ° final determination thereof the court ma time enter 
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2 acce tance of satisfactor erformance bonds, as it shall deem 

3 

4 

5 

6 

7 

8 

9 

11 -

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

rovide a defense or mone for a defense on behalf of an • • 

claim a ainst an insured shall have no cause of action under this section 

a ainst the insurer of the insured arisin out of the insurer' s rocessin° or 

settlement of the third art 's claim. An ooli 0 ee under a suret bond shall not 

(f) . Cooperation. Any insure or insurance professional that has reasonable 

belief that insurance fraud will be, is being, or has been committed shall 

furnish and disclose any information in its possession concerning such act to 

the appropriate law enforcement official or authority, subject to any legal 

g Immunitv. In the absence of actual malice no erson furnishin° 

disclosing. o • requesting information pursuant to the appropriate law 

enforcement official shall be sub· ect to civil liabilit for libel slander or an 

other c se of action ~rising from the furnishing, disclosing, or requesting of 

information ursuant to this section 

cause o action arisin from the 
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2 action is brou ht who is found to be immune from liabilit 

4 or art who brou ht the action; This section does not abro 

5 an wa an common law or statutor 

6 enjoyed by any person. 

7 Sec. 2. 8 V.S.A. chapter 130 is added to read: 

8 

9 4750. INSURER ANTI-FRAUD PLANS 
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lement, 

11 maintain, and submit to the commissioner an insurance anti-fraud plan. Each 
f 

13 type of insurance the insurer writes in this state, to: 

14 (1) Prevent, detect, and investigate all forms of insurance fraud, 

15 including fraud involving the insurer's employees or agents; fraud resulting 

16 from misrepresentations in the application, renewal, or rating of insurance 

.17 policies; claims fraud; and security of the insurer's data processing systems. 

19 

20 Provide for the hirin of or contractin for fraud investi ators. 
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4 Re 

re authorities in the investi 0 ation and rosecution of in 

4 insurance fraud. 

5 b The commissioner ma 
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8 anti-fraud plan. The commissioner may require reasonable modification of the · 

9 insurer's anti-fraud plan or may re~ ire other reasonable remedial action if the 

10 review or examination reveals substantial noncompliance with the terms of an 

11 insurer's plan. 

12 (c) The commissioner may require each insurer to file a summary of the 

13 insurer's anti-fraud activities and results. The anti-fraud plans and the 

14 summary of the insurer's anti-fraud activities and results are notpublic records 

15 and shall be proprietarv and not subject to public examination and shall not be 

16 discoverable or admissible in civil litigation. 

17 d This section confers no rivate ri ahts of action. 

18 

19 

20 

lications for insurance and all claim forms re ardless of the form 

an msurer or re law as a 
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2 to the a olication or claim form that clearl 

3 

4 

5 

"It is a crime to knowin 1 rovide false 

com ah . Penalties include im and denial of insurance 

6 benefits." 

7 

8 

9 

11 

12 

13 

14 

15 

16 

17 

b The lack of a statement.re a of this section does 

this subsection shall not be re uired on forms 

relating to reinsurance. 

d EnforZ nt. Notwithstandin 

enalties for violation of this section. 

lement maintain and submit to the de artment 

insurance securities and health care administration an insurance 

anti-fraud plan are subject to a penalty of $500.00 per day, not to exceed 
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