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	Title: A Local Law to amend the administrative code of the city of New York, in relation to creating civil penalties and a private right of action for false or fraudulent claims.

	Sponsors:
Council Members Yassky and The Speaker (Council Member Miller)



	Summary of Legislation Modeled after the federal false claims act, this legislation seeks to provide a mechanism by which “to recover monetary damages from parties who [knowingly] file fraudulent claims for payment” by the City by providing a monetary incentive for persons with knowledge of such false claims to come forward.  After defining what constitutes a claim and delineating those acts which are to be considered false claims, the legislation sets out a schedule of damages and civil penalties to which violators would be subject.  Importantly, this schedule warrants that most violators, “shall be liable for three times the amount of damages which the City sustains...” It then dictates that “any person may submit a proposed civil complaint to the city alleging violations...” and lays out a schedule to pay such “whistleblowers” awards from proceeds from the consequent cases.  The legislation mandates the corporation counsel and the commissioner of investigation to, “promulgate rules establishing a protocol detailing the procedures by which the city will address proposed civil complaints after they have been submitted…” It also requires the corporation counsel to submit an annual report to the Mayor and City Council Speaker detailing caseload, dispositional and monetary data pertaining to false claims civil complaints.  This legislation would not require the city to undertake a civil enforcement action in certain circumstances, including if the alleged false claims are: less than $25,000; based on any pending city action; or derived from certain public disclosures.  



	Effective Date This local law shall take effect 90 days after it shall have been enacted into law, shall apply to claims filed or presented prior to, on or after such date, and shall remain in effect until the first day of June, 2012, when it shall be deemed repealed; provided, however, that such expiration date shall not apply to any civil enforcement action brought pursuant to section 7-804 of the administrative code of the city of New York that was commenced prior to such date but has not by such date reached a final disposition. 



	Fiscal Year In Which Full Fiscal Impact Anticipated: 2006



	Fiscal Impact Statement:
Effective FY05

FY Succeeding

Effective FY06

Full Fiscal

Impact FY06

Revenues (+)

$0

$30.5 million

$30.5 million

Expenditures (-)

$0

$500,000

$500,000

Net

$0

$30 million

$30 million



	Impact on Revenues: The schedule of damages and civil penalties dictate the parameters for estimating the 

legislation’s impact on revenues.  That being said, such an estimate is virtually impossible to make given the 

uncertainty regarding (1) the number of persons likely to “submit a proposed civil complaint to the city alleging violations” of this act; (2) the universe, in dollar terms, of existing false claims; (3) the ability of the city or its designees to prevail in its civil complaints; and (4) the ability to collect damages and penalties imposed by the courts.  As such, this fiscal impact analysis relies on an extrapolation of financial data related to the federal false claims act.  This calculation assumes that the incidence of false claims at the federal and city levels is similar. Given that the federal budget of approximately $2.3 trillion will yield approximately $2.1 billion in false claims revenues in Federal Fiscal Year 2004 (or .09 percent), it can be assumed that Intro 346-A would generate revenue of a similar percentage of the city’s $50-billion budget, or approximately $45.8 million.  To render this revenue estimate more conservative, the $45.8-million figure is reduced by one third to approximately $30.5 million.  This revenue would not be generated until Fiscal 2006.  


	Impact on Expenditures: Even though the legislation dictates that, “persons who violate this section shall also be liable for the costs, expenses and attorney’s fees of a civil enforcement action and for the cost of the city’s investigation,” this clause may be insufficient to cover all expenses associated with the legislation.  For example, even though violators may be liable for reimbursing the city for certain incurred expenses, the city may be unable to collect these sums.  Additionally, legal and investigative resources may be expended on cases that never result in a civil enforcement action.  Because of the uncertainty regarding a number of factors, including the number of persons likely to “submit a proposed civil complaint to the city alleging violations” of this act, the impact on city expenditures is undetermined.  This analysis, however, assumes that the Law Department and Department of Investigation will hire additional personnel, at an annual cost of $500,000, to increase the City’s legal and investigative resources.  These hires would not take place until Fiscal 2006.



	Source of Funds To Cover Estimated Costs:
  N/A



	Source of Information:
City Budget, Federal Budget, Taxpayers Against Fraud (taf.org)



	Estimate Prepared By:
Andy Grossman, Assistant Director, City Council Finance Division

                                                Carl Thélémaque, Legislative Financial Analyst 



	History:
Int. No. 630 considered by the Committee on Governmental Operations on May 2, 2005. 



	Date Submitted to Council:  Introduced on April 20, 2005 and referred to the Committee on Governmental Operations.
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