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INSURANCE DEPARTMENT
26 BEAVER STREET
NEW YORK, NEW YORK 10004

March 27, 2001

Stephen L. Thm

Reglonal Counsel

Allstate Insurance Company
One Allstate Drive
Farmingville, NY 11738-9090

Re: Duty to Pay No-Fault Benefits
When Belief of Fraud

Dear Mr. Thm:

This is in response to your request for an oplnlon from the Office of General Counsel to
clarly an insurer's duty to pay No-Fault benefits when there Is a suspicion of fraud In a claims
submission. i

Question Presentad:

May an insurer delay payments under the No-Fault portion of their insured's policy due to the
Insurer's suspicion of fraud In a claims submiggion which resulis In an Investigation by the insurer?

Conclusion:

Yes. Where an insurer has a reasonable suspicion that & fraudulent claim submission for No-
Fault benafits has been made, it may deny such claim within 30 days after the recelpt of proof of claim,
on the basis that the claimed loss has nol been proven. Such action would permit the insurer to delay
payment panding the outcorne of the investigation,

Facts:

You presented a situation where an insurance company received a report of an accldent
invalving a rear end collision that resulted In injuries o four persons In thelr Insured's car.
Subsequently, the inswrer recelved a pollce report indicating that there were anly two oceupants In the
car. The matier was then referrad to a Spacial Investigations Unit for Investigation. You asked
whether tho insurance company could delay payment of the claim pending the outcome of (he
investigation.
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Analysis:

Payment of No-Fault clalms are governad by Naw York Ins. Law § 5106 (McKinnay 1999-2000).
Section 5106 (a) provides, in perlinent part; .

Payments of first party benefits and additional first party banefits shall
be made as the loss is incurred.  Such benefits are overdue if not paid
within thirly days after the clalmant supplles proof of the fact and
amourt of loss sustalned. If proof Is not supplied as to tha entire claim,
the armount which Is supported by proot Is overdue if not pald within
thirty days after such proof is supplied.

Accordingly, the payment of first party benefits under No-Fault are not dus until thirty days after
the claimant supplles proof of the loss sustained. Where the claimant has falled to supply such
credibla proof, a denlal should Issue. An insurer may determine, based upon reasonable susplcion of
fraud, theit the insured has falled to prove the claim and may lssiie & denlal pending an Investigation of
the claim submission. Thig would permit an insurer to delay payment while conducting the
Investigation and provide notice to the Insured of a susplclon of fraud and resultant delay In payment,
Itls ultimately for an arblirater or court to determing whether or not such claim has been proven.

Very truly yours,

Tt
awrence M. Fuchsberg

Supervising Attorney




