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2003 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. HB 1231 

House Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Date 1/20/03 

Ta Number Side A SideB Meter# 
3 X 1.2-33.2 

Jlm Poolman, North Dakota Insurance Department, briefed the committee on the merits and 

necessity of this insurance fraud legislation. He distributed a letter of support from Howard 

Goldblatt, the Director of Government Affairs for the Coalition Against Insurance Fraud head 

quartered in Washington, D.C. 

Replying to a question from Rep. Froseth about appropriations for staffing and implementing 

this legislation, Poolman said the Insurance Regulatory Trust Fund would provide the moneys 

necessary for marketing the fraud unit to the citizens of North Dakota. As far as staffing, the 

equivalent of four full time positions will be albcated intermdly. 

Rep. Klein: Don't you need a fiscal note? 

Poolman replied that they weren't asked for one when they submitted the bill, 

Froseth: You don't anticipate any increase in fees? 

Poolman: No. Our department raises far more than we spend. 
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Page2 
House Industry, Business and Labor Committee 
Bill/Resolution Number 1231 
Hearing Date 1/20/0.3 

Poolman deferred Rep. Ekstrom's question regarding "any authorized agencies" to his legal 

staff. 

Doug Holloway, Deputy Insurance Commissioner, presented testimony and a proposed 

amendment. (See attached) re: Rep. Ekstrom's question, "Any authorized agency" is a catchall 

term to include any federal, state or local authority in order to streamline the document. 

Replying to Rep. T'19rpe•s question about total number of fraud claims, Holloway stated that 

he didn't know offhand. That'Ll why the education campaign is so important. 

Laurie Wolfe, Directt\r of Agent Licensing and Investigations, ND Insurance Dept, 

interjected that there are only a handful at present h.1t the Insurance Department needs the 

authority to investigate. 

r:) Rep. Kasper inquired about a statute of limitations on this type offre.ud for agents and the 

insured. Wolfe answered that under existing Jaw there is no statute but there are limitations in 

this legislation. 

Rep. Boe asked about confidentiality of reports and the possibility that people might call the 

Fraud Unit telephone number to be a nuisance to others. Holloway said they would weed through 

the malice and false leads but that this type ofmalfe.asance can happen under present statue too. 

Chair Keiser stated that intentional reports of false infonnation should be addressed in this bill. 

In reply to Rep. Thorpe's quest1on, Poolman stated that fraud investigations would be patterned 

after those conducted the Workers Compensation Bureau. 

Rep. Froseth asked whether records are released after conviction. Poolman replied that if a 

criminal action results in conviction, yes, those records do become public record. 
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Page 3 
House Industry, Business and Labor Committee 
Bill/Resolutior1 Number 1231 
Hearing Date l /20/03 

Marilyn Foss, general counsel for the North Dakota Bankers Association, appeared in support of 

HB 1231 to provide testimony and a proposed amendment to clarify language regarding hanking. 

(see attacheu) 

Jo Zschomler, Director of 0MB Management Division, appeared in support of HB 1231 and 

provided testimony and a proposed amendment (see attached) 

Kent Olson, Executive Director for the North Dakota Professional Insurance Agents 

Association, provided oral testimony in support of HB 1231. 

Pat Ward, representing State Farm Insurance Company, provided oral testimony in support of 

HB 1231. 

As there was no one present to testify in opposition to HB 1231, Chair Keiser closed the 

hearing. 
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38262.0101 
Title. 

Preparod by the Legislative Council staff for 
Representative Kasper 

February 3, 2003 

PROPOSED AMENDMENTS TO HOUSE BILL NO. 1231 

Page 1, line 2, after the third comma Insert "and" and remove", and 26.1-02.1-12" 

Page 3, line 3, replace the underscored colon with"~" 

Page 3, line 4, remove "a. Pat 

Page 3, line 6, replace "b. P~" with "lli!Y" 

Page 3, line 8, replace "c, Pay 11 with "12.gt 

Page 3, line 9, replace "9.J Act" with "act" and after the second underscored period insert "Ih~ 
term does not Include.a debt cancellation contract between a bank and d~btor or 
between a sayings association and debtor and does not include a debt suspension 
contract between a bank and debtor or between a savings association aod debtor." 

Page 3, line 15, after "association" insert", the risk management fund, a bank or savings 
s,tssoclatlon as a party to a debt cancellation contract or debt suspension contract," 

Page 7, remove lines 3 through 8 

Page 7, line 9, replace "26.1-02.1-07" with 1126.1-02.1 .. 06" 

Page 7. llne 21, replace "26.1-02.1-08" with "26.1 -02.1 -07" 

Page 7, line 23, replace "26.1-02.1-08" with "~6.1-02.1-07" 

Pagt: 7, line 25, replace "26.1-02.1-07" with "26.1-02.1-06" 

Page 8, after line 26, ii 1-,ert: 

"5. Any Investigative information gathered under section 26.1-02.1-06 or 
~6.1-02.1-08 Is criminal Investigative Information and may not be dlsclosed 
except as provided under section 44-04-18. 7 .. " 

Page 8, line 27, replace "26.1-02.1-09" with "26.1-02.1-08" 

Page 8, line 29, replace "26.1-0:i!.1-09" with "26.1-02.1-08" 

Page 1 0 I line 5, replace h26.1-02 .1-1011 with "26.1-02.1-09" 

Page 10, line 7, replace "26.1-02.1-10'' with "26.1-02.1-09" 

Page 10, line 15, replace "26.1-02.1-11" with 1126.1-02.1-10" 

Page No. 1 38262.0101 
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Page 1 O, line 17, replace "26 1-Q2 1 11" with . "6 1 
' ' - < , -02.1-10" 

Page 10, line 27, replace "26.1-02.1-12" with 26.1-02.1-11" 

Page 10, line 29, reelace "26J 02 1 " 
"determined • ~-12 with "26.1-_02.1-11" and replace "Qe§med" with 

Renumber accordingly 
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38262.0101 
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2003 HOUSE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. HB 1231 

House Appropriations Committee 

□ Conference Committee 

Hearing Date 02-13-03 

Ta e Number Side A Side B Meter# ----t---------1---------+--------~ X 

Committee Clerk Signature 

Minutes: 

Chairman Svedjan Opened HB 1231 for discussion. A quorum was present. 

Rep. Kaiser Spoke in favor of creating an Insurance Fraud Division. This is the 2nd largest 

crime. 45 state currently have them. In theory, the Bureau of Criminal Ir. vestigations should 

investigate this. This bi11 establishes a unit like Worker's Compensation. This will act as a 

deterrent to crime. 

Rep. Timm Does this bill deal with just consumers, or does it include insurance agents? 

Rep. Kaiser It should deal with both. 

-7 

Rep. Delzer $ J 50,000 appropriation, that i~ all for marketing? If that is all for marketing, how 

will they do everything else 

Rep. Kaiser They maintain that they can operate with this amount in their agency. 

Rep. Delzer Why were amendments not put on in committee? 

Rep. Kaiser I screwed up, we ran out of time in committee. 
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Page 2 
House Appropriations Committee 
Bill/Resolution Number HB 1231 
Hearing Date 02- 13-03 

Rep. Wald On page 30, section 4, shouldn't we further amend this to give independent adjusters 

immunity from this? 

Rep. Kaiser The department can respond to that. 

Rep. Aarsvold How do we handle these illegal behaviors now? 

Rep. Kaiser We tum them over to the BCI, but they don't get put high enough on the priority list 

to get attention due to the meth Jab cases. 

Rep. Kempenlch Is one investigator able to handle a11 of this? 

Rep. Kaiser For now it should be able to. 

Laurie Wolf, Director of Licensing 

Rep. Delzer Section nine gives police officer status to these insurance enforcers, Who is 

qualified to do this? 

Wolf It would be allowed for someone to get training for that. 

Rep. Kempenich Can one person cover a11 of these duties'? 

\Volf We do have some positions to allot toward this. We don't know if more are needed. 

Rep. Carlisle Why wasn't this introduced as an agency bill and isn1t there a reduction to the 

general fund by this? 

Wolf The Insurance Commissioner, Jim Poolman, made this decision. 

Don Holloway, Deputy Insurance Commissioner 

Rep. Timm Are there a lot of problems there? 

Wolf We have no supena power and can't take settlements and we have to receive reports from 

many other sources. 

Rep. Wald We're forgetting what we Me here for. 
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Page 3 
House Appropriations Committee 
Bill/Resolution Number HB 1231 
Hearing Date 02-13-03 

Rep. Koppleman Doesn't this expand the mission of the department? 

Wolf We are required to gather information, but we can't carry that any further. 

Rep. Gulleson So do you feel it is not working and what is the turnaround times? 

Wolf It is not working. 

Rep. Timm Will you arrest someone, for example if they do what Rep. Kaiser said? 

Wolf No, we'd conduct an investigation with the company and adjuster to determine if it should 

be paid. We have no authority to bring charges. 

Rep. Timm Don't you just deny the claim? 

Wolf Some compani~s have adjusters who handle claims and they have an insurance fraud 

division. Those depattments don't work in cooperation with the BCI. 

Rep. Timm If I have a car that has hail damage and I have it adjusted. If the damage is over the 

salvage value, and the adjuster lets them keep the car, isn't that fraud? 

Wolf We would really have to investigate that act. 

Rep. Wald That isn't fraud since there is a negotiation on the part of the claim holder and Rep. 

Timm. 

Wolf Explained the amendments that were put on in committee. 

Chairman Svedjan Do alt of the amendments fit together? 

Wolf I believe they do. The second part deals with the Risk Management Fund. It is not part of 

this bill. 

Holloway Our intention on the second set of amendments is not to get prosecutorial authority, 

so we removed that section. 

Rep. Wald Do we have to adopt these amendments in committee? 
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Page4 
House Appropriations Committee 
Bill/Resolution Number HB 1231 
Hearing Date 02-13-03 

Holloway Yes, 

Rep. Wald I move all three amendments. 2nd by Rep. Monson 

Rep. Skarphol On the first page, the reference to page 7, it says "remove lines 3-811
, I think that 

is appropriate, but if you go to the last page, the first reference says to remove lines 1 -6. l think it 

would be appropriate to remove that from the amendments. 

Chairman Svedjan The motion is right as it is. 

Rep. Aarsvold With these amendments it may overstep our bounds. 

Rep. Skarphol The chairman of the Industry, Business, and Labor Committee wanted us to do 

this. 

Motion carries and amendments are adoptt>tl. 

Rep. Delzer I have problems with section 9 of the bill, police. officer status. I move to remove 

section 9 of the bill. 2nd Rep. Timm" 

Rep. Thrun Lines 9 and 10, they give investigators complete police powers. 

Wolf Maybe we need further clarification on this, but police officer status is looked at 

comparable to the Worker's Compensation peace officer stat1 ·s. 

Rep. Glassheim There is a very narrowly conferred authority. 

Rep. Delzer Yes, it is intended, but the language doesil't say that. It is written too wide open. 

Rep. Carlisle I agree that we should get back to making money and not policy decisions. 

Wolf The enforcement would be limited to our investigation. 

Motion Falls 10 yea, 13 nay. 

Rep. Glassheim Following Rep. Carlisle's question. I want more information how this money 

flows to the general fund. 

eperator'• stgnature 
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Page 5 
House Appropriations Committee 
Bill/Resolution Number HB 1231 
Hearing Date 02" 13-03 

Chairman Svedjan Any funds in the Insurance Regulatory Trust Fund in excess of 1 million 

do1Jars flow into the general fund. 

Rep. Glasshelm How much is in the fund now? 

Knudson The executive budget includes 2.7 million dollars in general fund revenues that will 

be deposited from the Insurance Regulatory Trust Fund during the next biennium. 

Rep. Glassheim I move to delete the section with $102,000 In it, it is section 13, page 11. 

2nd by Rep. Gulleson. 

Rep. Wald -to OMB- All of the moneys put into the Insurance Regulatory Trust Fund, that all of 

the premium tax goes into the general fund. 

Knudson Correct. 

Rep. Wald So we're not invading any of the premium tax dollars expected by the state of North 

Dakota. This is money that is generated by the department and that is why it is a stand-alone 

agency. I don't see where this hits the general fund. 

Motion Passes 

Rep. Brusegaard I move a Do Pass as Amended. 

Rtp. Skarphol I want a roU~call vote on the amendments. May I ask a question of the young 

1ady first? How much money do you think this Fraud Investigation Unit wilJ generate? 

Wolf We don't know. 

Roll Call vote on the amendments pass 12 - 11. 

Rep. Brusegaard I move a Do Pass As Amended. 2nd by Rep. Koppleman. 

Rep. Carlson It's interesting how we do things. We give someone a dog and take the teeth out. 

That's just what we did, We were fiscally responsible and we just wrecked the bill. 

Ttt. Mlcro,rephfc fmges on thf • ff hn are 1eeu1-1te reprocbtfona of records dtlfvered to Modern tnfo,-tfffl ~t• for Mtoroflltlfne • 
were fHMd in tht r.,eu.llr oourse of buafness. The photographf c process meets 1tander<M of the Amerfcan Netfonel lt,hdeNM tn1t1ttltt 
(ANS1) for ·irchfvel infcrofflm. N0l'lCE1 If the filmed f1111ge at\(>ve ft leu legible than thfs Not{c12, ft fa dYe to the qualfty of tht 
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Page6 
House Appropriations Committee 
Bill/Resolution Number HB 1231 
Hearing Date 02-13-03 

Rep. Brusegaard Let's keep it alive in the Senate. 

Rep. Gulleson There is a defining difference between Worker1s Compensation and Insurance 

Fraud. Worker's Compensation acts as an insurance agency. In this case, insurance companies 

have the highest interest in fraud. I see this as two different things. 

Rep. Koppleman If the biIJ goes to the Senate JBL, does they have the authority to put the 

money back in? 

Chairman Svedjan Of course. 

Rep. Monson Without the appropriation it will never hit the Senate Appropriations Committee. 

Motion Falls 10 • 12 • 1 

Rep. Skarphol I move to put section 12 back in the bill, 2nd by someone unannounced. 

Rep. Glasshelm Taking the money out doesn't gut the bill. This money was for advertisement. 

Rep. Koppleman Glassheim is correct, but the money for public information is important. 

Motion Fails 11 - 11. 

Rep. Skarphol I move a Do Not Pass. There was not second. 

Rep. Kcmpenich I move a Do Pass As Amended. 2nd by Rep. Glassheim, 

Rep. Wald I'm just glad the TV cameras aren't in the room this morning. 

Chairman Svedjan Not as glad as I am. 

Motion Carries 13 - 10. Rep. Wald will carry this bill. 
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38262.0103 
Tltle.0200 

Prepared by the Legislative Council staff for~ ~I oJ : 
House Appropriations ) i , 

February 13, 2003 lo--6 ~ · 

BOUSI AMENDMENTS TO HOUSE BILL NO. 1231 APP 2-17-03 

Page 1, llne 2, after the third comma Insert "and" and remove", and 26.1-02.1-12" 

Page 1, llne 6, after the first semicolon Insert "and" and remove "; and to provide an 
appropriation" 

HOUSH AMIOOIIERTS TO BB 1231. 

Page 3, llne 3, replace the underscored colon with"~" 

Page 3, llne 4, remove "a, Pay" 

Page 3, llne 6, replace "b. Pay" with "M:l" 

Page 3, line a, replace "c. Pay" with "gn" 

APP 2-17-03 

Page 3. llne 9, replace "d. Act" with "B.Qt" and after the second underscored period Insert "The 
term does not Include a debt cancellation contract between a bank and debtor or 
between a savings association and debtor and does not Include a debt suspension 
contract between a bank and debtor or between a savings association and debtor." 

Page 3, llne 15, after "association" Insert "J the risk management fund. a bank or savings 
association as a party to a debt cancellation contract or debt suspension contract." 

BOUSE .AlllOOJNENTS 'l'O BB 1231 

Page 7, remove llnes 3 through 8 

Page 7, llne 9, replace "26.1•02.1-07" with "26.1-02.1-06" 

Page 7, llne 21 , replace "26.1-02.1-08" with "26.1-02.1-07" 

Page 7, llne 23, replace "26.1-02.1~" with "26.1-02.1-0T 

· Page 7, line 25, replace "26.1-02.1-0Z" with "26.1-02.1-06" 

BOUSE AIIENIIIDl'S TO BB 1231 
Page 8, after line 26, Insert: 

APP 2-17-03 

APP 2-17-03 

"5. Any Investigative Information gathered under section 26.1-02.1-06 or 
26.1-02.1-08 Is criminal Investigative Information and may not be disclosed 
except as provided under section 44-04-18, 7." 

Page 8, line 27, replace "26.1-02.1-09" with "26.1-02.1-08" 

Page 81 line 29, replace "26.1-02.1-09" with "26.1-02.1-0Q" 

BOO'SE AHEIOlfDTS TO BB 1231 

Page 101 llne 5, replace "26.1-02.1-10" with "26.1-02.1-09" 

___ .,,, Page 10, llne 7, replace "26.1-02.1-10" with "26.1-02.1-09" 

Page No. 1 

APP 2-17-03 

38262.0103 
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BOUSE AIIJOOIIDTS TO BB 1231 APP 2-17--03 

.Page 10, fine 15, replace "26.1-02.1-11" with "26.1-02.1-10" 

Page 10, fine 17, replace "28.1-02. 1 .. 11" w:th "28,l-Q2.1•1!r 

Page 10, line 27, replace "26.1-02.1-12" with "26.1-02.1-11" 

Page 10, line 29, reelace "2§,1•02.1-12" with ".H..1-02,1·11" and replace "deemed" with 
"determlnQd 

IIOUSI AIIIIIIIDTs TO Ill' 1231 

Page 11, remove lines 3 through 7 

Renumber accordingly 

Page No. 2 

'',i,, 

APP 2-17--03 

38262.0103 
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REPORT OF STANDING COMMITTEE (410) 
February 17, 2003 10:15 a.m. 

Module No: HR-30-2886 
Carrier: Wald 

Insert LC: 38262.0103 Title: .0200 

REPORT OF STANDING COMMITTEE 
HB 1231: Appropriations Committee (Rep. SvedJan, Chairman) recommends 

AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS 
(13 YEAS, 10 NAYS, 0 ABSENT AND NOT VOTING). HB 1231 was placed on the 
Sixth order on the calendar. 

Page 1, llne 2, after the third comma Insert "and" and remove ", and 26.1-02.1-12" 

Page 1, llne 6, after the first semicolon Insert "and" and remove "; and to provide an 
appropriation" 

Page 3, llne 3, replace the underscored colon with "~" 

Page 3, llne 4, remove "a. Pay" 

Page 3, llne 6, replace "b. Pay" with "~" 

Page 3, llne 8, replace "c. Pay" with "oo" 

Page 3, llne 9, replace "d. As:;t" with "act" and after the second underscored period Insert "The 
term does not Include n debt cancellation contract between a bank and debtor or 
between a savings association and debtor aoo does not Include a debt suspension 
contract between a bank and debtor or between a savings association and debtor." 

Page 3, line 15, after "association" Insert ".1. the risk managelfillm fund, a bank or savings 
assos:;latlon as a party to a debt cancellation contract or dobt suspension contract." 

Page 7, remove !Ines 3 through 8 

Page 7, line 9, replace "26.1-02.1-07" with "26.1-02.1-06" 

Page 7, line 21, replace "26.1-02.1-08" with "26.1-02.1-07" 

Page 7, llne 23, replace "26.1-02.1-08" with "26.1-02.1-07" 

Page 7, line 25, replace "26.1-02.1-07" with "26.1-02.1-06" 

Page a. after line 26, Insert: 

"5. Any Investigative Information gathered under section 26.1-02.1-06 or 
26.1-02.1-08 Is criminal Investigative Information ~nd may not be disclosed 
except as provided under section 44-04-18. 7." 

Page 8, line 27, replace "26.1-02.1-09" with "26.1-02. 1-08" 

Page 81 llne 291 replace "26.1-02.1-09" with "26.1-02.1-08" 

Page 1 0, line 5, replace "26.1-02.1-1 0" with "26.1-02.1-09 11 

Page 10, line 7, replace "26.1-02.1-1 O" with "26.1-02.1-09" 

Page 1 o, line 151 replace "26.1-02. 1-11" with "26.1~02.1-1011 

Page 10, line 17, replace "26.1-02.1-11"wlth "26.1u02.1-10" 

Page 10, llne 27, replace "26.1-02.1-12" with "26.1 -02.1-·11 11 

(2) DESK, (3) COMM Page No. 1 HA-30·2886 
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~E:OR'T OF STANDING COMMITTEE (410) 
• rufiry 17, 2003 10:15 a.m. Module No: HR .. 30-2886 

1 Carrier: Wald 
Pagf', 1 o llne 2 nsert LC: 38262,0103 Tftle: .0200 

"cietormln~~/eplace "26· 1 ·02• 1 · 12" with "ZS.1-02, 1-11" and replace 
!),! "deemed" with 

" i 
~ 

Page 11, remove lines 3 through 7 
f 
; 
I 

Renumber accordingly 

(.!} DESI<, (3) COMM 
Page No. 2 

HR-30·2888 

Thi 111fcr09r~fc fNltt on thf • film are accurate reproduction1 of reeordl dtlfwred to Modtrn fnfortMtfon lyttM fo, .te,offlllfrio n J 
were fHMtcHn tht ~i.r Ci)UrH of boafneas. The photogrlf)hfc proceSfl meet• etendardt of the Amerfean National Stendat'dl rnetftute 
(AtfS1) for 'irchfvat mforofftn1. HOTIC£: Jf the filmed Image a~ve fs le&s legible then thfs Notice, ft fs due to the quattty of tht . ' 
doc:tl!Wnt being ff lmed, Q \y-,.._ 

1:'Pu M-r~\)~ \c$lit:}o~ 
Operator'• Signature Date 
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2003 SENATE INDUSTRY, BUSINESS AND LABOR 
1·, 

HB 1231 
f • 

The mfcrographfc frnages on this ff lm are accurate reprodoc:-tf ons of records delivered to Modern Information systems for microff lmfng and 
were filmed fn the r.eauler course of busfness. The photographic process meets standards of the Amerfcan Natfonel Standards Institute 
(ANSI) for erchfval microfilm. NOTICE: If the filmed fma9e eb.ove 1~ less legible than thfs Notice, ft Is due to the quality of the 
docllnent being fHmed. ,---..,\'-. (0\ 

\, J)o. N\.,N>G,G~JY'l~~ \6l~ID3 
Operator 1s Signature <~ ~ Date 
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2003 SENATE STANDING COMMIITEE MINU'f.ES 

BILL/RESOLUTION NO. 1231 

Senate Industry, Business and Labor Committee 

□ Conference Committee 

Hearing Dllte 03-19-03 

Ta eNumber Side A 
1 XXX 

Side fl 

~ 

0-3435 
Meter# 

Minutes:Chainnan Mutch opened the hearing on HB 1231. All Senators were present. 

HB 1231 relates to insurance fraud. 

Testimony in support of BB 1231 

Representative Keiser introduced the bill. HB 1231 allows the insurance department to set up a 

fraud unit. It is similar to the Worker's Comp fraud unit. Insurance is in a hard market. There are 

some leaving the state. This unit has paid off for state's that use it. After• the hail stonn in June of 

2001 there was a lot of fraud. People didn't have coverage and after the stonn, acquired coverage 

and turned in a claim. What we have been doing with them is report them to the Attorney 

General's Office and the Bureau of Criminal Investigation. Those departments are primarily 

focused on drug control. By redirecting this into the insurance department, we wilt take some of 

the load off of BCI and A G's office. The concept of a fraud unit will pay off for the state and the 

policy holders. 

ui',.•,,-t."'1·,.'...,_.,1. .... ~ ....... ~ .. ,-.. ' ... _,. ··•··•• .,., ···"'· ••• _.,_~···· ~- ·•· '" ... ,.,.a..,·...-................ ;~•.....-. ._. 

· .. dt ~t t ed t Modern lnforMtf on IV,ttM fo, lltof'Of t lM11'11 d 
TM •lcroer•pnf c fNQff Oh this ft l111 are eccurete reproductions "t 'ecor ver enda~ of the Amert can Netforiel stendlrds lnet1tutt 
were ftlMcHn tht rJIU.l•r courH of buafnets. Thttl~t,ogrlf)hff pr,ea~,:•lt!:Jle than tMa Notfce ft ta due to the quelf ty of tht 
(ANSI) for archfvat mfcrofflm. NOTICE: If the f m-u mege 11.,.>ve a ... ' 

docunent betn; ftlined. ~ ~ S;}~ ~~ \~D3 
~t,& tf)>f'>Q>,~~ Date 

Operator'• Signature 
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Page2 
Senate Industry, Business and Labor Committee 
Bill/Resolution Number 1231 
Hearing Date 03-19-03 

Jim Poolman, Insurance commissioner, spoke in support of the bill. Our department requested 

this bill. 45 states currently have a fraud bureau housed within insurance department. The BCI 

now does not have the insurance expertise to go after those claims. Also there :re much bigger 

priorities like meth, that should be at the top of their list. We will be able to staff this unit with 

internal savings and current employees. 

Senator Heitkamp: So up until now, no body has been checking on fraud? 

Jim Poolman: Any sort of fraud investigation was done with the BCI. 

Senator Heitkamp: The person who will be doing this has the same power as someone from 

BCI? 

Jim Pool.man: We would go out and hire them with the internal savings. 

Senator Mutch: Don't insurance companies investigate fraud? 

Jim Pool.man: It is not always impartial from a neutral party. 

Senator Heitkamp: The person that loses is the insurance company. 

Jim Poolman: No, the consumer is because if they company is paying out, the premiwns will go 

up and effect the consumer. 

Laurie A. Wolf, Director of Agent Licensing and InvestigatioM of the North Dakota Insurance 

Department, spoke in support of the bill. See written testimony. 

Senator Heitkamp: Have we tried this before? 

Laurie: I have worlr" -1 here 14 years, and never in that time. 

Senator Klein: 45 states specifically make this a crime, so would we be 46th? 

Laurie: No, we are included in the penalty law right now, but not by having our own fraud unit. 
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Page3 
Senate Industry, Business and Labor Committee 
Bill/Resolution Number 1231 
Hearing Date 03-19-03 

Pat Ward, ND Domestic Insurance, spoke in support of the bill. He states that some insurance 

companies are too small to have a fraud unit. It is not affordable. 

Senator Heitkamp: Could you give me an example of a company that wouldn't be able to afford 

this fraud unit? 

Pat: Some of the companies that I represent. Some of the bigger companies like State Farm and 

American Family can afford to and do. 

Kent Olson, Director of PIA of North Dakota, spoke in support of the bill. We support this bill 

because the current fraud statute isn't being used as well as it should be. 

John Michaels, Farmers Insurance, spoke in support of the bill. 

Brent Edison, Worker's Compensation, spoke in suppoit of the bill. This fraud unit in the 

worker's compensation agency and has saved them appx. 20 million dollars 

Neutral testimony 

Greg Tschlder, Credit Union League, was neutral. See written testimony. 

Senator Heitkamp: Would you support it if we amended it? 

Greg: Yes. 

The hearing is closed. No action was taken at this time. 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILI/RESOLUTJON NO. 1231 

Senate Industry, Business and Labor Committei', 

□ Conference Committee 

Hearing Date 03 .. 24-03 

Ta Number Side A ,--t------
1 xxx 

SideB 
0-31S 

Meter# 

Minutes:Chainnan Mutch opened the committee discussion on BB 1231. All Senators were 

present. HB 1231 relates to insurance fraud .. 

The amendments proposed by Greg Tschider were read by the committee. 

Senator l(Iein moved to adopt the amendments. Senator Krebsbach seconded. 

Roll Call Vote: 7 yes. 0 no. 0 absent. voice carry. 

Senator Klein moved a DO PASS AS AMENDED. Senator Krebsbach seconded, 

Roll Call Vote: 7 yes. 0 no. 0 absent. 

Carrier: Senator Krebsbach 

' ,·,,· ,' 

.~' ·-~ - ........... ~ .. ~~- ....... _, , ____ ··---·-- _)iLJ...i .......... ...:ii •• a,,-u:;' '" ···• ...,_, ·-·" l.+••-· ...... --- •• • , __ + __ .,._ • • -- ......... , ··-··-'-"·~ ·- •• .' ., .,' .. -...... .i.,&1{' 

The Mfcrotr.,fo fmges on thf a ff lm are accurate reprcd.lctf ons of recordA dttfvertd to NodtM ll'lfor.ittfon tytt• for lfol"Offlllfno ~ •u: 
were f ftMecHn tht reoul•r couru of b'Js1ness. The photographic proceaa meet, atandarch of the Affierfean National tttnderdt fn1tft!.h · : , 
(ANSt) for archfvat mfcrofflm. NOrtCE: If the filmed fmage ab:ove ta leas legible then thfe Notfce, ft fs due to the qu1tfty of the ,. 
docll!ltnt bet i,g f ll med. t--,_ c:)\ \Y'"'.. . 

I),1 ~~ \d~lo3 
Operator'• sliriafure ~ Date 
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PROPOSED AMENDMENT TO ENGROSSED 
HOUSE BILL NO. 1231 

Page 3, line 8, after the first 11debtor" insert", between a credit union and debtor, or" 

Page 3, line 17 after "bank" insert", credit union," 

Renumber accordingly 

RESPECTFULLY SUBMITTED BY 
Greg Tschider 
North Dakota Credit Union League 

',{ 

'\Jt1~·: 

Tht Mfcrograf)hfc fintgtt on thh ff l,n are accurate repro6.actfona of record» dtl fvered to Modern lnform1ttf on syat-. for 1111 crof1 lmf nsi and 
W!'1 fftllltd, fn .tht CjOI.Ll1r course of bu81neas. The photograpMe proeeSB meets atande~ of the American National Standards Jnat1tute 
(ANSI) for erchfval mfcrofftm. Nor1ce1 11 the filmed fMege ab:ove ta less legible than thfs Notice, ft fs due to the quelfty of the 
doeLlll&nt being fflmed. ~ Q \y-,.,_ 

:1)4 ti\~\i~ \clP:}03 
Operator'• Sfg~ Date 
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38262.0201 
Tltle.0300 

Adopted by the Industry, Business and Labor 
Committee 

March 24, 2003 

PROPOSED AMENDMENTS TO ENGROSSED HOUSE BILL NO.1231 

Page 3, line a, after the first "debtor" Insert ".i. between a credit union and debtor," 

Page 3, line 9, after "debtor" Insert", between a credit union and debtor," 

Page 3, llne 17, after "b.anls" Insert", credit union." 

Renumber accordingly 

Page No. 1 38262.0201 

TIM 11fcrograpifc fllll'1ff on thf • ffllll are accurate reproductf ona of records cit livered to Nodtrn lntormatfon S)'tteffl9 for 11fcrof lln1fno Ind J 
Wirt ftlMcHn tht t¥d•r· course o1 bu&1ne88, The photographic process meete 11tllndardt of the An'lerf ctn Nttf omt Standards Jnetftut• . 
(ANSI) for erchfval mfcrofflm, Norrces Jf the filmed f111ege ab.ove fs less legible than tltfs Notice, ft fs due to the quality ~f the . 
doct.111ent being ff lined, Q \v---. 

1:Pu &~l'~ \6\P-103 
Operator'• Si~ Date 
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Date: 3 .... 24,0 ~ 

RoU Call Vote #: 1 
2003 SENATE STANDING COMMITTEE ROLL CALL VOTES 

BILL/RESOLUTION NO. 

Senate /23J Committee 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken A~ ~dtnenfs ~ a~ Tsch kiY: 
Motion Made By K\tt"'-.◄ Seconded By Kn.0sl:xuii 

Senaton Yes No Senaton Yes No 
Senator Mutch )(.. 
Senator Klein A 
Senator Krebsbach X. 
Senator N ething X 
Senator Heitkamo ,5C 
Senator Every ~ 

Senator Espe2ard )<. 

Total (Yes) C/ick'Jre to type Yes Vote No Click her() type No Vote 

Absex.t 0 ------------------.,-------------
Floor Assignment Click here to e Floor Assi nment Vo l-u 
If the vote is on an amendment, briefly indicate intent: 

r 

L lM 111fcroe,r-a,,'1fc fM8ff on thte fHm are accurete reproductions of records delfverfd to Modern Jnforrnatton systems for 111crofHmfno and J 
were ffll'Md fn the rAGUl•r course of bosfneH. The photographtc proces1; meets standard!I o1 the Amerfcan Natfonal standards Jnatftute 

1 
. 

(ANSI) for archfval microfilm. NOTICE: If the fflmed fmaA• ab,ove is leas Legible then th{s Notice, ft fs due to the quality of the ,1 

docunent being f I lmed, (°)\ \v----. 

Ua ~~~-+- \dk?::lo3 
Operator's s~· Oate 
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Date: '3~24-03 
Roll Call Vote #: 

2003 SENATE ST ANDING COMMITfEE ROLL CALL VOTES 2-
BILL/RESOLUTION NO. 

Senate 1'23( Committee 

0 Check here for Conference Committee 

Legislative Council Am~ent Number ~ 

Action Taken ])o-f1iss 1/s [b,;;;;]il_---r-~--------
Motion Made By ~ Seconded By /<tt,hsi:t;,cb 

Senaton Yes No Senaton Yes No 
Senator Mutch X" 
Senator Klein IX. 
Senator Krebsbach )( 

le Senator Nething K 
Senator Heitkamp X. ' 

Senator Every 'l\ 
Senator E-· 

. 
~ 

L 

Total 

Absent 

u 

(Yes) Cltck here to type Yes Pote'] No _ GIi~ aQr(I io ~re Nq VoteQ 

0 
Floor Assignment CHok ,._ 16 m,e Plv/Jt A:i:sJ'&nm...t f(veb~ch 
If the vote is on an amendment, briefly indicate intent: 

Tht intcroaraph1c tmgea on thta ftlm are aceuret•: reproducttona of records dtl1vered to Modern 1nfor11111tton S\'ltellll for Mfcrofll111tne and 
were ff lMd-tn th• r..eaut•r course of buatne&e. The photograpMc proceas meet, atendards of the Amtrfcan Netfonal staMrds institute 
(ANSI) for archival mtcrofflm. NOYICE= If the fflmed fmege ab.eve ts leBS legible than this Notice, tt ts due to the quality of the 

doctnent beir,1 filmed, ~ ::Di,J, MVNl'> ~S:!r-d 1dlt-lD3 
0per1tor•1 St,nature ® Dote 
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REPORT OF STANDING COMMITTEE (410) 
March 24, 2000 4:18 p.m. Module No: SR-45-6804 

Carrier: Krebsbach 
lneert LC: 38282.0201 Tltle: .0300 

REPORT OF STANDING COMMITTEE 
HB 1231, as engroaaed: lnduetry, Busl,,... and Labor Committee (Sen. Mutch, 

Chairman) recommends AMENDMENTS AS FOLLOWS and when so amended, 
recommends DO PASS (7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). 
Engrossed HB 1231 was placed on the Sixth order on the calendar. 

Page 3, line 8, after the first 11debtQr" Insert •. between a credit union and debtor.• 

Page 3, line et after 
11 debtor" Insert 11

, between a credit union and debtor,• 

Page 3, line 17, after •.blnk• Insert 11 
_., credit union,• 

Renumber accordingly 

(2) DESI<, (3) COMM Page No. 1 
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2003 TESTIMONY 
ltB 1231 

The mfttrogrephfc fmar,es on this film are accurate reproductions of records delivered to Modern Information systems for mlcrofflrnfng and 
~ere filmed In the r~l&r course of busft'less. The photographic procesB meets standards of the Amorfcan National standards Institute 
(ANSI) for archfval mfcrofflm, NOTICE: If the filmed lmagt ab.ove fs less legible than this Hotfce, ft fs due to the quality of the 
doelffl!nt being filmed, ,-- \'\\', ~ \v---.. 

Lllu M\..21~ \dl:).!03 
Operator's Signature~ Date 
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PROPOSED AMENDMENT TO HB 1231 

Page 3.,. line~' after".,, Insert" The tenn does not include a debt cancellation contract or ti 
debt sumens1on contract between a bank or saving association and debtor." 

Page 3, line 1 S, remove "or" and instead insert " " J 

Page 3, line l~, after ~'association" insert". or a bank or savings association as a party to a 
debt cancellat1on contract or debt sus_pension contract" 

Renwnber accordingly 

The Mfor09r1p1to tllll9ff on tht• f1l1111rt 1ccur1tt reproductt'MI of rMordl dtUvered to Modern Jnfor1111tfon S)lste1M for •tcrofHMfnt end 
were .,HMcHft tht r:atUL•r course of butfneH, The ri,otographl" process meets otendlrdt of the Arllerfcon National sttnda1-ds 1n1tftutt 
(ANSI) for irchfval microfilm. NOTICE: If the filmed il!lflgt ab,ove ts \e88 l911fble than thh Notte•, ft (s due to the quality of th• 

docU!ltnt be' ng f fl med. 
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January 20, 2003 

PROPOSED AMENDMENTS TO HOUS.E BILL NO. 1231 

Page 1, line 2, after "26.1-02. 1-10" insert 0 and" and remove "and 26, J .. 02, 1-12" 

Page 7, remove lines l through 6 

Page 7, line 7, replace "26. 1-02.1-0711 with "26. 1-02.1-0611 

Page 71 line 9, replace "26.1-02.1-0711 with "26.1-02.1-0611 

Page 7, line 21, replace "26.1-02.1-08" with "26.1-02, I -07" 

Page 7, line 23, replace "26, 1-02.1-0811 with 0 26.1-02.1-07" 

Page 8, line 2'7, replace "26.1-02.1-09" with .. 26.1-02.1 -08 11 

Page 8, line 29, replace "26.1-02.1-0911 with "26.1-02. 1 .. 0811 

Page 1 0, line S, replace "26.1-02.1 -1011 with "26.1-02.1-09" 

Page l 0, line 7, replace "26.1-02.1-1011 with "26.1-02.1-0911 

Page 10, line 15, replace "26.1-02.1-11 11 with "26.1-02.1-10" 

Page 10, line 17, replace "26.1-02. l O ll II with "26.1-02.1-1. 0° 

Page 10, line 27, replace "26. 1-02. 1-12" with "26.1-02.1-11" 

Page 10, line 29, replace u26. l -02.1-12" with 0 26.1-02.1-11" 

Renumber accordingly 

TM Mforotr.-f c fMllft on thf• ftlM 1rt 1ceur1t1 rlf)f"OCUtfont of recordl dtliv,,rfd to Modern rnforMatfon ,V.tlMI for Mfcroffl•h'lt Md 
were fflNd·f" tht .--,1,r courH of buttneu. The photoeir .. lc proce11111eat1 ,t_.rdt of the American Nattonal Sttnderdl lnttttutt 
(AMII) for ·irchfv1l mfcroflllll, NOTJCEI If the ftlmed tNQt lb:ove ta le11 leolble then tht• Notice, ft 1a due to th• quelfty of tht 
- belna fllftlld, ~ lP,4 ~ ~~ hd&?:}03 

0ptr1tor•1 •~-~ Dote 

J· 

I • 

I 
t 

i 
I 
I 

.J 

i 



r l ,,,..,~' ' ·•111.-w-

r 
I 
r , 

L 

' 
j ' 

Coalition ¥Inst 
Insurance Aaud 

101214dl Street, N,W,, Suite 200 

I
! , wathlnator\ o.c, 20005 
1 • 202,393,1330 

; . , 

' 1' . 
,I 

' ,I ., ,, 
'' 
' 

202,Jtl, 7529 ,-
www,lnsuran(eflraud,cq 

IOUD OP DIHCTOH ,_,.._~ 
--C..-•C....-._.,...,i.w... 
WO! ... .. 
-. ..... c..-
C...Mt~-~"~ .... 
OM 
C...Aclllll 
c:.nctllMoi 
0/l'IUlld,. • .,,.,'" 
~''1MW.edl ,....,.,,.. ...,..,_..,_ 
_. ....... ea.,.,.
.... 111 ... .t,__.r,_.-
'1111~ 
lllllty ..... 
~ .......... 
tltw~MIIIWlb• Natlal.i......, 
~1--~ 

~~ 
~tlWMIIMl!Cf~ 
lltlioftal District Altome'1 ~ 
N.wlnMmOillehlllW 
ltJtlnl~~L..-
~ IIIIUIIIICI 
ora al Altomfy ~ MlwtOta 
~wimt 
~l/ltwl/lCe 
Pnldb'IIMI 
WKO 
St, ~ t•~ CcmjW'IIIA 
5- r11111 ltwm COfflPIIIIS 
Tmtln Pro,e,ty~ 
lh'Ullllnlvld.it CO~d 
tlSM 
••••••••••• 

January 17. 2003 

The Hon. Oeo!ge Keiser 
North Dakor~ Houu, of Repr~ntadvM 
St9te CA~,ltol 
600 B. Boulevard Avenue 
Bismarck, ND 58505 

OcerOeorge 

On bc~lf o( the Cor.lldot\ Agalt'l$t In8utanc:~ Fraud I atn ,vrltlng ln 
support of your blll, Howe BUI 1231, that would create the crlme <'f 
l0$urancc fraud and C1aabllsh an lnsuronc:c (toud bureau, 

We believe this legislation wlll greatly enhance North Dok,,ta's bottle 
~g•lt1st lt'lsurar,.cc: ltoud - a cause thnt Is In tht, he5t lntere.st of all the 
retidenu o£ North Dakota, 

The hitl specifically n\ake., ln,uronce fro.ud a spe.:H"lc: crime-following 
45 other atates lncludina nei,hborlng MlMeaota, South Dakota and 
Montana. It also places the insurance depanmenr as rhe local point for 
the tnve.stlgatlon o( insurance fraud, . , 

lrasur~nce (rl)ud ls ln lni;ldlous hfddera tux paid by th~ lruiutan~t 
consumers 1n North Dakota. Your le2tslatlon brings greater emphasis to 
help les~n the effect o( fraud on the cost c..,( insurance pa,J by North 
Dakota consumcn. 

We bcflcvt th~ Aght agalrtst INul'(lnCc fraud n'lU$t ht ~ portner~h,r 
atnong irtdustry, govetntnent and consumers (or lt to be successfu . 
House SIU 1231 ls such an effort, We strongly support its passage as 
introduced. 

TIM Mforotl'IP.flf c iNtff on thf • ff ltn ,re 1cetJrate reproca,ctfone of record, dtl fvertd to Modern JnfoNMtfon SyateN for 111tcroff lMfr'IO and J 
WN fHMed-fn thf r.-J,1r course o· h.1tfnet1, The photogr•fc procea• 111Ht1 at.tndarc:19 of the AMerfcll'I Netfonel Stlnderdl Jnttftut• .. 

doc
(ANSI) for irchlvat 111fcroff tt11. NOttce, If the fflmed fM;t ettove I• let• l,ofbl• th•~ thf• Notice, It h Jue to the quality of th• 

tantnt bef ng ff lfflltd, ~ . ()\ \v--.. 

:lP(J, ~\t~ 1clsdo3 __ _ 
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Thei coalition b a national broad .. ba,ed oraanlzadon of consumer group,, in,urancc 
companlt:1 and aovernrnent oraanbatlon, ~icated to combatin, aJI fornu d 
in»unnc-., fraud. We have been aedve~y Involved in t1e~kina $rtlc.tet h.w. that haw~ 
been enacted ln ,cvcrol stotes. Hou.-e Blll 1231 trade& the coalltlc,n'a model huuroncc 
fraud laaw and We! bt,U~vtt it¥ PUAlt! wlll bt,msflt ~vt,ryon-, in North Dakot11. 

Please let Me b-low ll ;ou nave any que$tlON. 

Director of Oovermnent Affaln 

'' ' 
', I ', ·~·, ';'. • '. -: :,_, :, 
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.,.,.. fHlitCHfl tfM ~tar oourat ot butfntt1, The photographto proce11 ••t• 1tendel'dt of the AMerfc1n N1tf onel Standlrdt 1n1tftut1 
(ANSI) for ·arehfval mfcrc,fl\111, NOYJCl!I If the ftlllled fM1t1e above 11 Lett leotble than thfa Notice, tt h dut to the qu1lftv of the 
doc1.111er1t befng fflMd, ~ C)\ \.v--... 
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TESTIMONY OF MARILYN FOSS PROPOSING AMENDMENTS TO HB 1231 

Mr. Chainnan, members of the IBL Committee, my name is Marilyn Foss, I am 

general counsel for the North Dakota Bankers Associatlon and am appearing before you to 

propose an amendment to this bill to make it clear that the proposed definitional changes are 

not intended to include debt canceUation contracts and debt suspension contracts within the 

definition of insurance. Traditionally, insurance requires a third party indemnitor which 

agrees to pay or reimburse another for a loss incurred in connection with a defined risk~ debt 

cancellation or suspension contracts between a lender and debtor address the conditions 

under which a debt may be cancelled or payments suspended; they are not insurance because 

they do not involve a third party indemnity arrangement. Debt cancellation and debt 

suspension contracts are banking products and are supervised by bank regulators. There are 

extensive, federal regulations in place to govern them. The regulations address safety and 

soundness, unfair practices and disclosure. 

We understand the drafters of HB 1231 bill did not intend to include these banking 

products within the definition of insurance or to regulate banks and savings associations 

which are parties to these types of contracts as insurers. However, it appears to me that the 

deflnitions of"insurance" and "insurer" which are set forth in the bill may be read to cover 

the products because they may be regarded as "grant[ing) a detenninable benefit to another in 

connection with ascertainable risk contingencies[ )" as provided in 4(b) of the definition of 

insurance or be an act which f~lls within the other acts which are now defined as insurance 

under proposed 26.1-02.1 MO 1 ( 4 ). 

Tftt •foroor•fc f•t1 on thf • fft1111r, tccurete r.,,..oductfona of recordl dtlfwred to Nodtrn JnforNtfon tytt• for Mlorof H■fnc, encl 
M!rt f Hied fn tht ~•r courH of butfneH, The pht>tor,raphtc proctH 111Ht1 ttandirds of the Afflerf(len Nettonel ttandal'ds ln1titute 
(AJISJ) for ·irchfval 111tcrotfl111. 1 t'CE1 If the fltMed f•o• •~ve ta leH leotble than thts Notfc.,e, tt 1• due to the qualtty of tht -t beln11 fllllOd, ~ 

rl n(J. ~~ \ &:lo3 
Operator••~-~ cl Dato 

J 

l 
) 

I 
I 
I 

I 

J 



; 

! 

I 
t 
1, I""'.., 

I ' 
I 

, 

() 

I. 

Accordingly, NDBA is proposing amendments to make it clear that banks and saving 

associations which are parties to debt cancellation or debt suspension contracts are not 

insurers and the contracts themselves are not Insurance. 
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Presented by: 

Before: 

Date: 

HOUSE BILL N0.1231 

Douglas L. Holloway 
Deputy Comml11loner 
North Dakota Insurance Department 

Industry, Bu1lnvs1 and L1bor Committee 
Representative George Keiser, Ch1lnn1n 

January 20, 2003 

TESTIMONY 

Mr. Chairman and members of the committee: 

Good afternoon, my name Is Doug Holloway, Deputy Commissioner wfth the North Dakota 

Insurance Department. I stand before you today to testify In support of House BIii No. 1231, relating 

to Insurance Fraud. 

First, let me apologize for complloatlng matters here at the outset, We wish to offer an amendment 

to the blll, to remove section 5 and to renumber accordingly, Section 5 Is locat~d on page 7 of the 

BUI before you, and when raad In conjunction with the remainder of the em, ycu wlll realize, It It, a 

mere redundancy. But worse than that, It createa some mlnorconfusfon, as some people feared It 

could be read to Imply the insurance department may actually prosecute these crimes In court. That 

was not our Intention or desire, Removing Section 5. I believe, should clarify matters. 

The remainder of House B1111231 Is very close to verbatim the National Association of Insurance 

Commissioner's Model Law on Insurance Fraud Prevention. 

it Includes In Section 1 some added breadth and clarification to the definitions section of the current 

NDCC §26.1-02.1-01, with the Intention of closing loopholes. If we ~re going to prote ... t the public 

from those who would defraud them - directly or Indirectly- then we do the public a disservice by 

having too-narrow definitions of Insurance fraud. It Is the evll-doers and their crafty lawyers who 

benefit from narrow definitions. 

Section 2 prohibits people from committing Insurance fraud and from Interfering with Investigations 

and enforcement. Consistent with Federal law, it disqualifies persons who have been convicted of 

felonies lnvolvlng dishonesty or breach of trust from engaging In ~he business of Insurance. 
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Stctlon 3 et>epanda our current law, to grant Immunity to people who report Insurance fraud to the 

lnsuMnce Department under this Bill. 

Section 411!1 the penalties section. Under section 4, the current penalties section of the law remains 

intact, wtth the exception of the prohibition against probation or deferred Impositions of sentences. 

We beU,ve the fight against Insurance Fraud may occasionally require discretion on the part of 

prosecutors and judges. Cases are oftentimes difficult to prove, and It oooaslonally may b~neflt the 

publlo to allow prosecutors to strike deals. Where It may be dlffioult to prove the crime, It may be 

better to have the defendant plead guilty and agree to pay restttutlon, than to have the defendant win 

an outright acquittal In court. The current law, we believe, might unnecessarily llmlt the ablllty of 

prosecutors to strike an agreement In retum for a guilty plea. We have e)(cellent prosecutors and 

judges In this State, whom we trust wlll not abuse 1helr discretion In determining whether probation Is 

appropriate. 

Section 5, as I meritloned, v.e would ask to be deleted for clarfflcatlon purposes. 

Section 6 provides that companies and producers are required to report Insurance fraud to the 

Department, clvfllans are permitted to do so, and In any event, by reporting Insurance fraud to the 

Department, people should not be vlolatlng the privacy laws. Technically, this last paragraph Is not 

necessary, bP.cause Gramm-Leach-BIiiey does not and was never Intended to stand In the way of 

regulatory or criminal Investigations; however, for people who are especially wary of potentially 

violating the privacy law, we believe It Is appropriate to reiterate that, here. 

Section 7 provides for the confidentiality of documents and Information received In tha course of an 

Insurance fraud Investigation. Allowing such Information to become open records, or for confidential 

or privileged Information to lose Its confldentlallty or privilege, could very much have a chllllng effect 

on people's willingness to participate In an Investigation or to report Insurance fraud. r urthermore, If 

someone were to be falsely accused of Impropriety, It could be extremely damaging to that person to 

have the false accusations made public under our open records law. As a matter of due process, 

we believe section 7 Is a critical component of this bill. 

Section 8 Is the heart of this BIii. This section provides for the creation of a Fraud Unit within the 

North Dakota Insurance Department, to conduct Insurance fraud Investigations. Under current law, 

-. --.,,.,1 the Insurance department would have authority only to obtain Information from one of our Ileen sees 

- namely, Insurance companies or agents. Under Section 8, the Department would be afforded 
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subpoena power, which as an e>dreme Important toot which the Department currently lacks, to 

obtain Information from non-lh:ensees. 

Further, If the IJepartment chose to develop the unit to this extent, Sections 8 and 9 would allow the 

fraud unk to execute search warrants and arrest warrants, While this la certainly groundbreaking for 

North Dakota, It Is part of the NAIC model and consistent with what h, In place In many states. More 

and more of the State's law enforcement reoources and energies are expended fighting the 

Methanphetamlne problem and other such Issues; we can assist them with their workloads by 

Investigating Insurance fraud1 ourselves, through the Frau(j Unit, 

Section 10 explains the Insurance Department Fraud Unit does not have exclusive jurisdiction over 

Insurance fraud; other law enforcement authorities or regulatory agencies may still Investigate and 

prosecute Insurance fraud. Further. the Department may still pursue administrative remedies such 

as license suRpenslons and revocations, In addHlon to the criminal prosecution. 

Section 11 grants the Commissioner rulemaklng authority to enforce this chapter. 

Section 12 repeals those sections of the current chapter preempted by this bill. 

Finally, Section 13 p1 ovfdes for a $150,000 appropriation for the biennium, primarily for the purpose 

of educational campaign. Insurance Fraud Is not well-publlclzed. It Is still regarded by a lot of 

people as a 1\1lctlmless crlme. 11 We would llke to help change that perception through a public 

awarenesG campaign. 

That concludes my testimony on House Bill 1231. If there are any questions. I would be happy to try 

to answer them. 
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TESTIMONY BY JO ZSCHOMLER, DIRECTOR 

0MB Risk Management Division 

Industry, Business and Labor 

January 20t 2003 

Mr. Chainnan. and members of the House Industry, Business and Labor Committee, my 

name is Jo Zschomler. I am the Director of the Risk Management Division ofOMB. I 

appear today to offer an amendment to House Bill 1231. 

The 1995 Legislature passed the Tort Claims Act that established the Risk Management 

Fund. Our Division administers the Fund to pay tort claims and costs assodated with 

lawsuits filed against the State and state employees, activities that arguably fall within the 

definition of subsection 4 of Section 1 on page 3, lines .3 through 9 of HB 1231. 

Subsection 5 of Section 1 c,f HB 1231 defines an "Insurer0 as "a person entering into 

arrangements or contracts of insurance or reinsurance and who agrees to perfonn any of 

the action~ set forth in substction 4, whether the person has or is required to have a 

certificate of authority or denies being an insurer. The tenn does not includr. the North 

Dakota life and health insurance guaranty association or the North Dakota insurance 

guaranty association." We respectfully request that the Risk Management Fund be 

added as an entity not included under the term. 

In November of 1995 Attorney General Heitkamp issued an opinion that the Risk 

Management Fund, as a program of self-insurance for a singl" entity, is not insurance or a 

self-insurance pool. the administrator of the Fund 1s not an insurance company, an 

__) insurer, or engaged in the business of insurance as those terms are generally used in 
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N.D.C.C. title 26.1, General Heitkamp detennined the Risk Management Fund Js a risk 
retention pool. 

In order to ensure there is no uncertainty about whether or not the Risk Management 

Fund is an insurer or a risk retention pool, we request your support of the amendment 

attached to my testimony that wiU add the Risk Management Fund to the entities 
excluded from House Bill 1231. 
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PROPOSED AMENDMENT TO HOUSE BILL NO. 1231 

Page 3. line 1 S, replace m: with a comma 

Page 3, line 16. after associatiQD insert", or the risk management fund.'' 
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C\ TESTIMONY IN REGARDS 
TO ENGROSSED 

t{euh'.RL HOUSE BILL NO. 1231 
GREG TSCIIl.DER, ND CREDIT UNION LEAGUE 

Mr. Chairman and Members of th-1 Senate Industry, Business, and Labor 

Committee, I am Greg Tsohider and I represent the North Dakota Credit Union 

League. 

Credit unions, like banks, are offering or desire to offer, debt cancellation and 

debt euspension contracts. The North Dakota I~surance Department has 

determined that those contra.eta are not insurance. However. the definition section 

of this bill has caused banks and credit unions to feel ins~cure that these contracts 

are not in fact insurance products. 

My appearance on this bill is to request an amendment to the bill which 

resulted from an error that occurred in the House. 

When this bill was presented to the House IBL Committee, a substantial 

number of amendments were offered. The North Dakota Bankers Association 

offered an amendment in rep-ards to debt cancellation contracts and debt suspension 

contracts. The North Dakota Credit Union League offered an amendment in 

regards to credit unions and those contracts. 

The Chairman of the Houae IDL assigned the task of analrzing and 

consolidating thr proposed amendments. The first draft submitted to the 

Committee failed to include credit unions in regards to the exemption language and 

' 
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the House IBL Committee directed that another draft of amendments be presented 

which included credit unions. That draft was prepared, submitted to the House IBL 

Committee, and then forwarded to the Appropriations Committee. 

Apparently the first draft, which did not include credit unions, was submitted 

to Appropriations and as a result, the House passed HB 1231 without the credit 

union language. 

Therefore, the North Dakota Credit Union League respectfully requests that 

this Committee give a "DO PASS" on tbr amendment to include credit unions in 

regards to debt cancellation and debt suspension contracts. 
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PROPOSED AMENDMENT TO HB 1231 

Page a, line 9, after ",'' I~sert "The term does not include a debt cancellation 
con~ct. or a debt suapenswn contract between a bank, credit unjon, or savinn 
assoo1at12n and debtor.» 

Page 8, line 15, remove ''o-1' an,l instead insert":' 

Page, a,_ line 16, after "association" insert ". or a banks credit µpion. or sayinas 
asSQQlation as a party to a debt ~ancellation contract or debt sugpension contract'' 

Renumber accordingly 

RESPECTFULLY SUBMITTED BY 
Greg Tschider 
North Dakota Credit Union League 
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Before: 

Date: 

ENGROSSED HOUSE BILL NO. 1231 

Laurie A. Wolf 
Director of Agent Licensing and lnveItlgatlonI 
North Dakota lnaurance Department 

Senate lnduatry, Bu1lneI1 and Labor Committee 
Senator Duane Mutch, Chairman 

March 19, 2003 

TESTIMONY 

Mr. Chairman and members of the committee: 

Good momf ng. my name is Laurie Wolf. Director of Agent Licensing and Investigations with 

the North Dakota Insurance Department. I stand before you today to testify In support of 

Q Engrossed House BIii No. 1231, relatlng to Insurance fraud. 

Section 1-Adds language to expand and clarify the current definitions section of the N.D. 

Cent. Code§ 26.1-02.1-01 Including defining a fraudulent Insurance act. 

Section 2 - This section states that a person may not commit a fraudulent Insurance act 

as set out In the definitions of Section 1. It also states that a person may not interfere with · 

an Investigation or enforcement action involving Insurance fraud. Consistent with federal 

law. ft dfsquallfies persons who have been convicted of felonies involving dishonesty or 

breach of trust from engaging In the business of insurance. 

Section 3 - This section grants Immunity to persons who report insurance fraud to the 

Insurance Department. absent malice. It also defines who is allowed under the law to 

receive and share Information relating to Insurance fraud. 

l) Section 4- Under Section 4, the current penalties remain Intact except that under this law 

a prosecutor or judge would have the discretion to recommend a probation or deferred 

1 

L 

I' 

I 
I 
I 

I 
" l 
! 
i 

I. 
i 
J 

I 

' 

.J 



r 

L 

, 

Imposition of sentence for a criminal penalty under this Act. 

Section 5 - Requires that companies and producers report fraudulent Insurance acts to 

the Department. It· also allows any other person that may have knowledge of a posslble 

fraudulent Insurance act to report the lnfom,atlon to the Department. 

Section O - Protects Information provided to the Department's Fraud Unit as confidential 

and allows for the sharing of Information with other authorized agencies. It also states that 

at the completion of an Investigation, the Information becomes a public record except for 

personal Information such as medlcal Information, Social Security numbers, and credit oard 

numbers. The Information exempt from public r~cord Is more fully set out In N.D. Cent. 

Code§ 44-04-18.7. 

Section 7 - This Is the heart of the bill which creates a separate Fraud Unit within the 

North Dakota Insurance Department to conduct Insurance fraud Investigations. Under the 

bill, the Department would be afforded subpoena and Investigative powers, which are 

extremely Important tools to Investigate fraudufent Insurance acts. 

Section 8 - Allows the Fraud Unit to execute search warrants and arrest warrants for a 

violation of criminal Insurance fraud as set out In this chapter. 

Section 9 - Confirms that other law enforcement authorities or regulatory agencies may 

still Investigate and prosecute Insurance fraud. 

Section 10- Grants the Commissioner rulemaklng authority to enforce this chapter. 

Section 11 - Repeals those sections of the current chapter preempted by this bill. 

That concludes my testimony on Engrossed House Bill No. 1231. If there are any 

questions, I would be happy to try to answer them. 
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The Hon. Duane Mutch 
Chalt - Stnact lndu•ttv• Bwlneu 

&. Labor Committee 
North Dakota Senate 
S~te C,ir,ltol 
600 '£, &ulevard Avenut, 
Blimarck. ND .5850.S 

Dear &nator Mutcht 

On behalf d thu Coalltion A1,'8lt"t ll\$ut'$nce Praud I am writing in 
supp:,rt of Hou,e Blll 1231, d\tt would create the crirn~ of lNurance 
mud end t$tabUsh an buuranc4!t lraud bureau, 

We believe this legislation wltl ~tty enhance North Dakota'• 1-ttl• 
against insurance fraud - • cal.lie thar 1' in the best Interest o( all the 
resldentJ of North Dakota. 

The hill ,pedf'ically makes buuratt~e £mud o spocillc crlm.e - following 
4~ other 8t1itteai indudlog oelghborlng MlMc.sota, South Dakot$ &nd 
Montana. It al$o plac:es the ltaiUrat\Ce department a, the focal point for 
the in1••.istl,adon o( lnsutancc fraud. 

lt~ur .. ,ce fraud ls ln insidious hidden ~x ptald by the insurance 
contmtnett; in North Dakota, Your leglalatiott bdt'lg$ greater cmphuls co 
help lcs$Cn the effect of fraud on the cost of insur c1nce paid by North 
Dakota tonsumers. 

Wt believe rhe light ageln3t in,u1iance fraud mwt be, a pattt\er..hlp 
amon~ in.dustry. govcn,ment and consutnet1 for tt to~ succcsdu1. 
House Al 11 12.l 1. la such an effort. We nron,aly support its pusaJti u 
lntroduced. 
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~,i. coalition Is a natk>a,,t broad,bued orpnizadon o( conaurnttt ll'WIM', ~ 
comP41nie, and 10vernment orptdzation, d.,dfcattd ro combattn, all form, o( 
iruurance fraud. We have 1-n actively involved In .eekln, 1trlcter laws that have · 
been enacted II'\ tever,.i states. House Blll 12l 1 tracb the to1alltlon•, model lNUl'ltlct 
fraud law and we believe lta J>U111e will beneAt everyone tn North O.kota. 

PleNC let me know if you have any que,tloN. 
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