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Oversight: Reducing Auto Insurance Premiums
INTRODUCTION

By many accounts, drivers in New York City pay very high rates for auto insurance. At today’s hearing, the Committee on Transportation, chaired by Council Member James Vacca, expects to hear from the New York City Department of Consumer Affairs (DCA), other government agencies, industry representatives, and other interested stakeholders about what has been done, and what can be done, to control and lower the cost of auto insurance in New York City.  
BACKGROUND
According to a 2012 report of the National Association of Insurance Commissioners, New York State has the fourth highest auto insurance rates in the nation.
 According to 2009 data from the Property Casualty Insurance Association of America, on average all of New York City's boroughs pay auto insurance premiums at least 32 percent higher than the statewide average: Staten Island 32 percent higher, the Bronx, 57.3 percent higher, Manhattan 57.7 percent higher, Queens, 60.7 percent higher, and Brooklyn, 79.2 percent higher.


Many factors influence the rate charged to holders of auto insurance in a given locality, including accident rates, traffic and population density, vehicle theft rates, and per capita disposable income.
 In addition, the prevalence of various types of auto insurance fraud contributes to higher rates by artificially inflating the amount insurance providers must pay out in claims. 
Pay-As-You-Drive Insurance

Today, almost all drivers pay for auto insurance on a “lump sum” basis; driv​ers who are similar in all respects—age, gender, driving record—pay roughly the same premiums whether they drive five thousand or fifty thousand miles a year.
 Pay-as-you-drive insurance (PAYDI) is an alternative with a simple premise: drivers who drive less pay less for insurance than those who drive more.

PAYDI has many advantages for drivers, insurers, and society at large. In 2008, the Brookings Institute estimated that the incentive to drive less created by instituting PAYDI nationwide would (i) net society the equivalent of about $50 billion to $60 billion a year by reducing driving-related harms, (ii) reduce carbon dioxide emissions by 2 percent, and (iii) reduce oil consumption by about 4 percent.
 In addition, it estimated that almost two-thirds of households would pay less for auto insurance, with each of those households saving an average of $270 per car.
 

Widespread implementation of PAYDI faces several obstacles, including the cost to monitor miles traveled, state insur​ance regulations, and privacy concerns.
 However, while PAYDI is not prohibited in New York State, insurance companies must get approval from state regulators to offer a pay-as-you-drive option. By the end of 2010, Progressive had become the first provider to be granted such approval in New York.
 It is unclear how many other companies have been granted approval since then. The money-saving benefits for drivers who do not drive a lot, in addition to the societal benefits derived from the incentive to drive less, were the basis of a New York City Department of Transportation Request for Expressions of Interest regarding PAYDI issued in January 2011.

 “Runners” & No-Fault Insurance Fraud
One type of fraud which contributes to New York City’s high auto insurance rates involves allegedly dishonest clinics which attempt to take advantage of New York State’s “no-fault” insurance requirement by employing “runners” to recruit clients, patients, and customers without regard to whether treatment is truly necessary, or whether claimed accidents are real or staged. 
In 2006, the Council passed, and the Mayor signed, Local Law 11 of 2006, which prohibits runners in New York City and also requires medical clinics processing a high volume of no-fault insurance claims to report their activity to DCA. The Committee intends to inquire about the rate of compliance with this law, as well as its perceived effectiveness or deficiencies in combatting no-fault insurance fraud, at today’s hearing.

In a June 2012 op-ed in the New York Daily News, Daniel Alonso, the Chief Assistant District Attorney for New York County, argued that prohibiting runners and those who employ them, when they act with knowledge of the fraud, a feature of most past legislative proposals in New York, severely limits law enforcement’s ability to combat no-fault insurance fraud. Due to the difficulty of proving fraudulent intent, and the fact that fraud itself is already a crime, he contends that making acting as a runner, or employing one, illegal in and of itself is the only way the State can hope to empower law enforcement and effectively reduce no-fault insurance fraud in New York.

CONCLUSION
The Committee on Transportation looks forward to hearing from representatives of various government agencies, transportation and insurance industry representatives, and other interested stakeholders about what has occurred, and what still needs to be done, to control and lower the cost of auto insurance in New York City.  
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