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Director’s Note
In 1969, the Children’s Television Workshop introduced an educational program for preschool aged children named Sesame Street. The aim of the program was to prepare young
children for school. Fifty years later, Insurance Training Institute (ITI) is taking a cue from
the title from one of Sesame Street’s most enduring songs, “Who are the people in your
neighborhood?” to look at the insurance industry and the people who make it what it is
today.
ITI has maintained as a principle that when an individual insurance licensee expands their
understanding of the insurance industry as a whole, they themselves become better
professionals to the benefit of consumers and our chosen industry. Applying this approach,
“Who Are The People in Our Industry?” provides individual licensees with a broader
understanding of how and why this industry operates as it currently does. This course
looks into the development and application of regulations, underwriting, sales, claims and
more; identifying who the people in our industry actually are and how their roles impact
our daily activities.
The philosophy at ITI is to expand licensee’s general understanding of our industry. Many
individuals completing this course will be exposed to information outside their license lines
of authority and professional practice. Exposure to the general concepts, not the specific
functions of other professions, is what ITI intends to pass along in this course.
This, like previous courses developed by ITI, “Who are the People in Our Industry” is
structured to be read easily, with important terminology highlighted throughout and
summarized following each chapter. ITI has worked to present each main topic in a format
that is relatable to every industry professional, regardless of their individual discipline.
Taken as a “Bridge Course” continuing education credit is provided to New York State
Department of Financial Services Insurance Licensees with BR, PC, LA, LB, PA, C1 and
C3 lines of authority. Individual students are reminded that this course and our previous
courses are continuing education courses, not pre-licensing courses. As a bridge course,
there is significant focus on ethics, laws, regulations, money laundering and cybersecurity.
The completion of this self-study course must be followed by successful completion of a
monitored exam. ITI holds exam sessions on more than 200 dates in 30 locations across
New York State.
Thank you.
Robert Secovnie
Director
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Introduction:
Who are the people in our industry?
Who are the people in our industry? For many of those a holding producer license,
involved with insurance sales, an underwriter may be the limit of contact with the carrier
side of the industry. From a regulatory viewpoint, individual producers may spend decades
in the business without any direct contact with a representative from their regulatory
agency, beyond their biennial license renewal. However, much of the industry is hiding
behind a curtain, out of the public eye, including regulators.
New York State has nearly 130,000 individual resident licensees and an additional 140,000
non-resident licensees, plus 26,000 licensed producer entities – TBA licensees and agencies.
New York State also licenses 580 Domestic Insurers, more than any other state, and 1165
foreign insurers. In total, more than 2.15 million individual insurance producer licenses are
issued in the United States. An additional 500,000 industry jobs support the back end of
the industry with another 11,000 people working in regulatory agencies, including 750 in
the New York Department of Financial Services.
Insurance industry jobs range from mailroom clerk to actuary and special investigative unit
investigator. Each play an important role in their own way to provide coverage for the
unforeseen event. Each individual also has a responsibility to perform their duties ethically
under our laws and regulations.
In discussing the various professions within the insurance industry, it is not necessary to
learn the specific responsibilities of our fellow industry staff. Just as the personal lines
producer does not need to know the mathematical formulas utilized by the actuary in
justifying rates for risks, the actuary has no professional purpose for knowing the ins and
outs of agency management computer software programs. Both individuals, however,
benefit from an understanding that the other exists and has their own role to play.
In keeping with the idea that as individuals we learn and then become expert in small
segments of the insurance business, such as personal lines property and casualty, or group
health insurance, a larger scale view of the industry is important to understand who are the
people in our industry. It is the responsibility of all licensees to understand who the major
role players are in our industry, from regulators to the regulated. This course provides a
snapshot view of the main industry members.
The Regulator is central to every aspect of the insurance industry. Participation in the
insurance industry today begins with the regulators who control who can sell insurance
and what products can be sold. In the United States, each state is responsible for the
regulation, management and control of insurance within their borders. However, the
states do work together through organizations like the National Association of Insurance
Commissions (NAIC). Our Federal government also plays a role in the insurance
marketplace, along with a number of foreign and international organizations and
regulatory authorities.
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Insurance Companies are business ventures that assume risk for a fee, or premium.
Insurance companies may be for-profit or not-for-profit organizations. Insurance
companies may form as stock companies, returning profits to stockholders, or mutual
companies returning profits to policyholders.
The Insured is any individual or company, who purchases a policy of insurance, or is
covered under the insuring contract. The insured is the sole reason the insurance industry
was created and exists today.
Agents and Brokers are still the main distribution system for insurance policies in 2020.
Agents represent the company whose appointment they carry, while brokers are
responsible to their client.
Un-licensed support staff, or non-licensed staff, are prohibited from the sales process and
cannot discuss coverage with prospective clients or accept payments for new policies.
Insurance agencies must have at least one licensed individual.
The Underwriter plays the critical role of ensuring that risks bound by the company’s
agents, or submitted for acceptance by an approved broker, are compliant with the
product filing approved by their regulator and the guidelines established by the carrier.
The underwriter is the gatekeeper and plays an important role in protecting the financial
stability of the insurer.
Adjusters handle the processing of claims. Many companies handle their claims internally
with staff adjusters who are not required to be licensed. Companies may also utilize
independent adjusters, which must be licensed and may work for one company or several.
Only public adjusters, who must also be licensed, may work solely for the insured, or a
private party.
The Actuary is a unique individual in the insurance business. It is the actuary who
manages risk through analyses using mathematics, statistics, and insurance theory.
Actuaries develop the pricing of new insurance products.
Special Investigations Units detect, investigate and prevent insurance fraud. Each insurer
must have a plan, under Regulation 95, to combat fraud. The plan must include provisions
for special investigators, although a company may out-source this function to a qualified
third party.
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Chapter 1. Regulations
Section 1 - Regulators and Regulation
The state of the industry today places the regulator at the top of the industry, with oversight
of all aspects of product development, sales and claims servicing. To answer the question,
who are the regulators in our industry, an examination of the structure of industry gives
useful perspective. The application of ethics to our industry also stands out with more
clarity as the hierarchical structure of how products are developed, approved and sold is
considered. The purpose of regulation is to ensure that the insurance consumer is
treated fairly and ethically in every aspect of their relationship with the insurer.
The insurance industry has become a vast, largely for-profit, behemoth of an industry.
Gone are the days when local agents also acted as claim adjusters or had significant sway
in the underwriting of products sold in their communities. Algorithms have replaced
personal relationships, to a large extent, and technology will continue to transform the
occupations many of us enjoy today. However, insurance will continue to play an
important role in protecting lives and property for generations to come. Regulators are in
place to protect the interests of consumers at all levels, from individuals, to whole
populations of nations and global economies.

Regulator

Insured Consumer
Business / Individual

Producer / Administrator
Public / Private

Insurer
Private / Public

In the United States, the regulation of insurance is the responsibility of the individual
States and not the Federal government. The History of Insurance course, from
Insurance Training Institute, provided a deep look into the development of regulation
throughout time, specifically focusing on the period from the mid 18 th Century forward. Of
significant note is the McCarran Ferguson Act of 1945 in which the Congress stated, “No
Act of Congress shall be construed to invalidate, impair, or supersede any law enacted by
any state for the purpose of regulating the business of insurance”.
Title 15. COMMERCE AND TRADE
Chapter 20. REGULATION OF INSURANCE
Section 1012. Regulation by State law; Federal law relating specifically to insurance;
applicability of certain Federal laws after June 30, 1948
(a) STATE REGULATION
The business of insurance, and every person engaged therein, shall be subject to the laws
of the several States which relate to the regulation or taxation of such business.
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(b) FEDERAL REGULATION
No Act of Congress shall be construed to invalidate, impair, or supersede any law enacted
by any State for the purpose of regulating the business of insurance, or which imposes a
fee or tax upon such business, unless such Act specifically relates to the business of
insurance: Provided, That after June 30, 1948, the Act of July 2, 1890, as amended, known
as the Sherman Act, and the Act of October 15, 1914, as amended, known as the Clayton
Act, and the Act of September 26, 1914, known as the Federal Trade Commission Act, as
amended [15 U.S.C. 41 et seq.], shall be applicable to the business of insurance to the
extent that such business is not regulated by State Law.
(Mar. 9, 1945, ch. 20, § 2, 59 Stat. 34; July 25, 1947, ch. 326, 61 Stat. 448.)
https://www.law.cornell.edu/uscode/text/15/1012

Section 2 - NAIC & FIO
With 50 independent states regulating their own insurance industries, chaos certainly could
be expected with regulation varying widely from one jurisdiction to another. However, the
states do collaborate to create some level of order. The National Association of Insurance
Commissioners (NAIC) has roots dating back to the 1870’s. The NAIC provides model
laws and model regulations which individual state legislatures and regulators may
adopt in whole or in part. The NAIC provides expertise and resources that individual
states may lack, due to their size and staff limitations.
Individual states had always managed insurance without significant coordination. In 1871,
a National Insurance Convention was organized. One of the primary concerns was the
oversight of multi-state insurers. The convention was successful and led to the formation
of the National Association of Insurance Commissioners (NAIC). The NAIC itself has no
regulatory authority. The NAIC general provides “Model” legislation for individual State
Regulators to follow in developing their own Laws, Rules and Regulations. Perhaps the
most well know model is the New York Standard Fire Policy form adopted in 1887.
(ITINY.com - History of Insurance)

While each of the United States individually regulates their own insurance industry, with
cooperation among them through the NAIC playing a significant role, it is important to
acknowledge that insurance has its roots in international commerce. Lloyds of London,
after all, was a coffee house where marine voyages to the new world and other destinations
were underwritten by local businessmen. Insurance today is a local, national, and
international industry with pressure in one area potentially having impacts on other sectors
around the globe.
Following the financial crisis of 2008, Congress passes a comprehensive financial reform
legislative package sponsored by Senator Christopher Dodd and Representative Barney
Frank, known today as the Dodd-Frank Wall Street Reform and Consumer Protection Act.
Among the many features of the Act was the creation of a new Federal Insurance Office
(FIO) within the United States Treasury Department.
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U.S. Department of the Treasury
The Dodd-Frank Wall Street Reform and Consumer Protection Act established Treasury's Federal
Insurance Office (FIO) and vested FIO with the authority to monitor all aspects of the insurance sector,
monitor the extent to which traditionally underserved communities and consumers have access to
affordable non-health insurance products, and to represent the United States on prudential aspects of
international insurance matters, including at the International Association of Insurance
Supervisors. In addition, FIO serves as an advisory member of the Financial Stability Oversight
Council, assists the Secretary with administration of the Terrorism Risk Insurance Program, and
advises the Secretary on important national and international insurance matters.
Please visit www.treasury.gov/initiatives/fio to learn more.

The FIO observes the business of insurance to identify activities that may contribute to a
new financial crisis, monitors access to affordable insurance, and provides advice on a
number of matters with various organizations including the NAIC.
(Section 3 - EU & Global Regulation)
European Union Supervision
The European Union is similar to the United States, with each Nation having authority over
insurance transactions, yet cooperating through the European System of Financial
Supervision (ESFS).
European System of Financial Supervision
The European System of Financial Supervision (ESFS) is a network centered around three
European Supervisory Authorities (ESAs), the European Systemic Risk Board and national
supervisors. Its main task is to ensure consistent and appropriate financial supervision
throughout the EU.
As the European banking supervisor, the ECB closely cooperates with the ESAs, especially
the European Banking Authority (EBA).
The ESFS covers both macro-prudential and micro-prudential supervision.
https://www.bankingsupervision.europa.eu/about/esfs/html/index.en.html

The European Union (EU) is 27 Countries, with the United Kingdom having left the EU
effective January 31, 2020. As a whole, the EU has a population of 495 million people,
which is significantly larger than the United States, which has a 2019 population of 329
million. The EU Gross Domestic Product (GDP), however, is comparable to that of the US,
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with market fluctuations placing one higher than the other at different points in time.
China, with a population of 1.39 billion people, has the next highest GDP.

https://data.worldbank.org/indicator/NY.GDP.MKTP.CD?locations=EU-US-CN
Section 3 - Global Regulation
The importance of understanding the global economic significance of wealth and economic
production is integral to understanding the global insurance industry. There are equal
partners on the stage with regulatory concerns, which must be addressed in order to
maintain commerce and financial stability in markets and financial structures.
Today, the international business of insurance is not regulated by a single entity, but
regulators do communicate and coordinate in a number of areas.
On the global front, the International Association of Insurance Supervisors (IAIS) plays
the role of coordinating regulation, in similar fashion to the National Association of
Insurance Commissioners (NAIC) in the United States.
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Welcome to the website of the International Association of Insurance Supervisors (IAIS)
Established in 1994, the IAIS is a voluntary membership organization of insurance
supervisors and regulators from more than 200 jurisdictions, constituting 97% of the
world's insurance premiums. It is the international standard-setting body responsible for
developing and assisting in the implementation of principles, standards and other
supporting material for the supervision of the insurance sector. The IAIS mission is to
promote effective and globally consistent supervision of the insurance industry in order to
develop and maintain fair, safe and stable insurance markets for the benefit and
protection of policyholders and to contribute to global financial stability.
This website is designed to provide an overview of IAIS activities and access to
IAIS publications and event information.
https://iaisweb.org/home

Section 4 - Systemic Risk and Too Big To Fail
Systemic Risk
During the past century, there have been dozens of economic crises around the world, most
of which were limited to individual countries. The Great Depression of 1929-1939, is a
memory for fewer people every day and known to most through our studies of history. The
Oil Crisis of 1973, when OPEC countries placed an embargo on the sale of crude oil to the
United States, is remembered well by the baby boom generation. Less well known in the
United States is the Asian Crisis of 1997, which originated in Thailand and spread to other
countries, including Indonesia, Malaysia, Singapore, Hong Kong and South Korea. The
more recent Financial Crisis of 2007-2008 had effects that are still being felt today, in the
United States and around the world.
One of the principle concerns of the FIO, IAIS, NAIC, as well as other global bodies and
regulators is the interconnectedness of banks and insurance companies which may
pose systemic risk, or the risk of one company’s failure causing the failure of another
company or an entire market. The Financial Stability Board, created by Dodd-Frank,
and the Basel Committee on Banking Supervision, officially identify these institutions.

Global Systemically Important Financial Institutions (G-SIFIs)
The FSB, in consultation with the Basel Committee on Banking Supervision (BCBS) and national
authorities, has identified global systemically important banks (G-SIBs) since 2011. The list of G-SIBs
is divided into ‘buckets’ corresponding to required level of additional loss absorbency. The FSB, in
consultation with the International Association of Insurance Supervisors (IAIS) and national
authorities, began identifying global systemically important insurers (G-SIIs) in 2013. The public
communications on G-SIBs and G-SIIs are issued annually each November. The communications
provide information on the annual identification process and on the application of policy measures to
G-SIBs and G-SIIs under the integrated set of policy measures to address the systemic and moral
hazard risks associated with systemically important financial institutions (SIFIs) published by the FSB
in 2011.
BCBS publishes the methodology for assessing and identifying G-SIBs. IAIS publishes
the methodology for assessing and identifying G-SIIs.
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Links to G-SIB and G-SII communications are set out on the left below. Alternatively use the query
function on the right to generate G-SIB lists.

https://www.fsb.org/work-of-the-fsb/policy-development/addressing-sifis/global-systemicallyimportant-financial-institutions-g-sifis/

Systemically Important Financial Institutions (SIFI) is a term used to describe large
financial institutions that have the potential to negatively impact other institutions should
they fail or become financially troubled.
Two important terms are used in defining systemic risk; Global Systemically Important
Banks (GSIBs) and Global Systemically Important Insurers (GSIIs). Connectedness is
used to reference relationships these institutions have between markets in the United States,
Europe and Asian counties.
Systemic Risk concerns are largely focused on the world’s largest banks, which include JP
Morgan Chase, Bank of American, Wells Fargo, Citigroup and Goldman Sachs, in the
United States. The largest banks in the world today are Chinese institutions and include
Industrial and Commercial Bank of China, China Construction Bank and Bank of China.
However, several insurers have also been monitored, including the US companies AIG,
Metlife and Prudential, as well as Ping An Insurance in China and the European companies
Aegon N.V., Allianz SE, Aviva PLC, Prudential PLC, Axa SA and Assicurazioni Generali.
These institutions are monitored due to their asset size and global connectedness.

Too big to fail
In the midst of the Financial Crisis of 2008, several institutions collapsed or suffered
extreme financial stress. The US implemented a Troubled Asset Relief Program (TARP),
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lending $700 billion to keep those institutions in operation. While some institutions,
including Lehman Brothers, were allowed to fail, others were deemed “too big to fail” and
received government support. Most notably, American International Group (AIG), a global
insurance organization, was given a bailout of $85 billion. The AIG bailout was justified
by the US in part as an effort to ensure that institutional investors, including mutual funds
and hedge funds, as well as those individual and small business insured by the giant, were
provided security from AIG’s failure. AIG was the epitome of Too Big To Fail.
Section 5 - New York – Department of Financial Services
Major Changes in New York
In response to the 2008 crisis, New York State created a new Department of Financial
Services (NYDFS) in 2011 to strengthen its regulatory power over all financial institutions
doing business in the state. Combining the existing Banking and Insurance Departments,
along with adding Real Estate and Capital Markets Divisions, the new DFS considered
itself better positioned to handle changes in these industries. As the financial capital of the
world, New York has tremendous strength in the global marketplace.

Press Release: October 3, 2011
“The Department of Financial Services has three main goals—keeping New York on the cutting
edge as the financial capital of the world, protecting consumers better than ever before, and
serving as a model of efficient government. Today, I am announcing a Jobs Initiative to partner with
the financial services industry and find the best ways to attract more jobs to New York State. We
have set up the Financial Frauds and Consumer Protection Division, which has new powers to help
consumers on all types of financial products and services. In addition, we will be creating a new
executive level position, a Director of Enforcement, who will oversee all criminal investigations.
Also, I can announce that the new Department is on track to achieve more than $25 million in
budget savings in just its first year,” Superintendent Lawsky said.
https://www.dfs.ny.gov/reports_and_publications/press_releases/pr1110031

While there are Federal level regulators, international regulators and regulators in every
state, the actions taken by New York State regulators at times have global impact. New
York City is of one of the top International Financial Centers (IFC), which also include
London, Hong Kong, Zurich and Singapore. The Global Financial Centres Index,
published by Z/YEN (zyen.com), tracks the competitiveness of the world’s top financial
centers. Z/YEN, a London based commercial think tank, has published reports charting the
world’s leading financial centers for 10 years. The top ranking of New York may be seen
as validation of the strong level of governance its Regulator demonstrates in the financial
world.
Centre

GFCI 25 Rank

GFCI 25 Rating

Rank(+/-)

Rating(+/-)

Region

New York

1

794

0

6

North America

London

2

787

0

1

Western Europe

Hong Kong

3

783

0

0

Asia/Pacific
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Centre

GFCI 25 Rank

GFCI 25 Rating

Rank(+/-)

Rating(+/-)

Region

Singapore

4

772

0

3

Asia/Pacific

Shanghai

5

770

0

4

Asia/Pacific

Tokyo

6

756

0

10

Asia/Pacific

Toronto

7

755

4

27

North America

Zurich

8

739

1

7

Western Europe

Beijing

9

738

-1

5

Asia/Pacific

Frankfurt

10

737

0

7

Western Europe

Sydney

11

736

-4

2

Asia/Pacific

Dubai

12

733

3

11

Middle East & Africa

Boston

13

732

0

7

North America

Shenzhen

14

730

-2

4

Asia/Pacific

Melbourne

15

729

5

30

Asia/Pacific

https://www.longfinance.net/programmes/financial-centre-futures/global-financial-centres-index/gfci-25explore-data/gfci-25-rank/

Eric DiNallo, the New York Insurance Department Superintendent, from 2007 to 2009,
explained the role New York plays in our national financial services industry, as well as the
international financial services industry, in a 2013 Debevoise & Plimpton LLP Client
Update titled The Rise of Foreign Bank Enforcement in New York. “Regulatory changes
in New York, home to approximately 90 percent of foreign bank assets in the US, should
be of particular relevance to the foreign banking community.”
THE NEW ENFORCEMENT POWERS AND MINDSET OF DFS
Structural Changes and New Powers
For over 150 years, the New York State Banking Department (“Banking Department”) and the New
York Insurance Department (“Insurance Department”) co-existed as separate agencies regulating
and enforcing laws concerning their respective industries. The enactment of the state Financial
Services Law (“FSL”) in 2011 changed this longstanding bifurcated regime by merging the Banking
and Insurance Departments under a new umbrella agency, DFS.
The FSL also ushered changes in oversight to state-regulated financial institutions far beyond
merging the two agencies. It granted DFS enforcement authorities unavailable to either of its
predecessor agencies. Among other things, the FSL created a new subdepartment of DFS called the
Financial Frauds and Consumer Protection Division (“FFCPD”), which succeeded to the powers of
the Insurance Frauds Bureau and the Criminal Investigations Bureau of the Insurance Department
and the Banking Department, respectively, as well as obtaining brand new enforcement authorities.
The stated mission of DFS is to “reform the regulation of financial services in New York to keep
pace with the rapid and dynamic evolution of these industries, to guard against financial crises, and
to protect consumers and markets from fraud.”8 In pursuing its mission, the Superintendent, acting
through the FFCPD, is empowered to:




“investigate” when it has a reasonable suspicion that there has been a violation of the
banking law, insurance law or other applicable laws;9
“assist” any other entity in the investigation involving a violation of law;10 and
in addition to any civil or criminal penalty provided by law, impose civil money penalties
for any (i) intentional fraud or intentional misrepresentation of a material fact with
respect to a “financial product or service,” (ii) violation of state or federal fair debt
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collection practices or fair lending laws and (iii) violation of the FFCPD’s authorizing
chapter or implementing regulations.11
These authorities are subject to the caveat that penalties applicable to regulated persons under the
banking or insurance law are left unchanged.12 In effect, these provisions merely enhance, rather
than constrain, the authority granted to the FFCPD. Thus, the FSL provides DFS ample authority to
pursue perceived wrongs and protect New York businesses and citizens.
https://www.debevoise.com/insights/publications/2013/07/the-rise-in-foreign-bank-enforcementactions-in-__

Section 6 - New York Regulator Reach
In 2019, New York continues to maintain tremendous control over financial institutions.
More than 90% of financial assets in the US are under the supervision of the New
York State Department of Financial Services.
Nearly 40% of all assets of banks and financial institutions in the United States are held by
foreign financial institutions. New York State has regulatory jurisdiction over 83% of that
total.
Most major financial institutions in the world have a presence in New York State, in one
form or another, from branch locations to insurance offices issuing policies. Total assets of
financial institutions held in the United States are reported to be 2.441 trillion dollars,
according to the Federal Reserve, with International Banking Facilities (IBFs) holding 96
billion dollars in assets in the United States.
Assets and Liabilities of U.S. Branches and Agencies of Foreign Banks
Release Date: June 2019
Assets and Liabilities of U.S. Branches and Agencies of Foreign Banks (Table 4.30) 1
March 31st, 2019 -- Millions of dollars, except as noted
All states2
Total
including
IBFs3
Total assets

2,441,460

New York

IBFs only3
95,936

Total
including
IBFs

California

IBFs only

2,199,560

Total
including
IBFs

79,166

40,246

Illinois

IBFs only
12,924

Total
including
IBFs

IBFs
only

79,270

https://www.federalreserve.gov/data/assetliab/current.htm

The regulatory actions of the NYDFS may seem oversized to a main street insurance
agency. However, a New York broker selling non-standard auto policies has the same
authority as the broker insuring the Empire State Building, which sold for 1.89 billion
dollars in 2013. Thus, regulation must remain uniform for license classes, rather than
specific to industry segments.
A tremendous example of the influence the New York Department of Financial Services
has over the United States financial services industry, as well as much of the international
marketplace, is the recent Cybersecurity Regulation #500, enacted March 1, 2017 with a
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final effective date of March 1, 2019. Under the Regulation, all licensed entities, including
individuals holding a producer license, are required to “to adopt the core requirements of a
cybersecurity program, including a cybersecurity policy, effective access privileges,
cybersecurity risk assessments, and training and monitoring for all authorized users, among
other requirements.” All licensees are also required to affirm compliance with the
Cybersecurity Regulation annually through the NYDFS Cybersecurity Portal.
Insurance Training Institute provided this Blog to assist producers with compliance
under Cybersecurity Regulation 500.
The New York State Department of Financial Services (DFS) is serious about cyber security
and this is one of their many efforts to protect you, your clients and our financial services
industry. However, to many licensees compliance is still a bit confusing.
In a nutshell, the DFS wants each licensee to confirm, each and every year, that they are
taking steps to prevent bad actors from hacking into our computer networks. Big entities,
including brokerage houses, insurance carriers and large agencies must have sophisticated
systems and regularly test their defenses using a “third party” to ensure system integrity.
Small agencies and independent individual licensees are exempt from many of these
requirements, but they have compliance requirements. Every licensee must still have a
written “cybersecurity program” in place.
The cybersecurity program will describe in writing the steps that need to be taken if you
find that your computer has been subject to a “Cybersecurity Event”.
A Cybersecurity Event is “any act or attempt, successful or unsuccessful, to gain
unauthorized access to, disrupt or misuse and Information System or information
System or information stored on such Information System.
Remember, this is not your run of the mill problem with your computer, restarting your
computer is not going to be enough and at that point it is too late to simply install an antivirus program. You need to do more! You will need to contact the companies you have
access to and let them know your login credentials have been compromised. Your
companies should help you from there. You also will need to notify the DFS. Keep in mind
this is where those bad actors use your login and password to get into the bigger systems.
So, where do you start? If you are uncertain, your first step might be with your carriers,
especially if you have an agent contract with them. If you are truly an independent, the
DFS has lots information to help. Remember, this is a good program and will only take you
a short time to complete each year.
Step 1. Follow the link from your email from the DFS:
https://myportal.dfs.ny.gov/web/cybersecurity/
Step 2. Click the link to the Cybersecurty Portal and enter your email address and
password. If you do not remember your password, there is a “forgot password” link to get
you moving forward.
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Step 3. Follow the prompts through, it is very straight forward.
Step 4. Remember, there is a second step. You need to complete the “Compliance” step
also.
You will need to answer all the questions and determine what exemptions may apply to
you.

Section 7 - NYDFS Global Reach
With more than 80 percent of foreign funds in the United States flowing through New York
State, the DFS authority over global financial and insurance commerce is significant.
However, Regulation 500 reaches beyond licensed individuals and entities in the banking
and insurance industries directly. Third Party Service Providers are also covered
specifically under Section 500.11.
Section 500.01 Definitions. For purposes of this Part only, the following definitions shall
apply:
(n) Third Party Service Provider(s) means a Person that (i) is not an Affiliate of the Covered
Entity, (ii) provides services to the Covered Entity, and (iii) maintains, processes or
otherwise is permitted access to Nonpublic Information through its provision of services
to the Covered Entity.

The most common third party service providers in the agency environment include agency
management systems, comparative raters and premium finance companies. However,
internet data storage, payment processing and internet security systems themselves have
access to, and responsibility for, secure nonpublic information governed by Regulation 500,
extending the reach of the DFS far beyond the direct authority of licensees.
The insurance industry is subject to new regulation and modification of existing regulation
on a continuing basis. The removal of regulations or relaxation of regulation is rare. New
York State did roll back regulation of rate and form filing requirements on large
commercial insurance products in 2011, more than a decade after Governor George Pataki
introduced the proposal in 1999. Governor Andrew Cuomo signed the legislation
(A.8464/S.5811) which created a new Class 3 of commercial lines policies and enabled
carriers greater flexibility to respond to specific industry demands.
Press Release
November 21, 2011
Contact; Ron Klug, 518-474-4567

SUPERINTENDENT LAWSKY: DEREGULATION OF INSURANCE
SALES TO LARGE, SAVVY BUSINESSES NOW IN PLACE
Benjamin M. Lawsky, Superintendent of Financial Services, today announced that new regulations
have been issued to implement a law that deregulates most insurance business with large,
sophisticated companies or public entities. The new law exempts insurers from rate filing and form
approval requirements when issuing a qualifying policy to businesses or entities, like municipalities,
which generate annual commercial risk insurance premiums totaling more than $25,000 with

17

respect to certain kinds of property/casualty insurance and retain special risk managers to assist in
negotiating and purchasing the policies.
“The new law and regulation enhance the ability of insurers to underwrite large commercial
insureds in New York, increase speed to market for certain insurance products not currently
exempted and eliminate barriers to economic development in New York,” said Benjamin M. Lawsky,
Superintendent of Financial Services.
The special exemption allows insurers to issue policies to these insureds without submitting rate
filings to the Department of Financial Services or obtaining the Superintendent’s prior approval for
the sale of policies.
An insurer using the exemption must file with the Superintendent a certificate of insurance
documenting the terms of the policy within one business day of binding the insurance coverage,
and a supplemental checklist and certification form that the Department has developed to facilitate
compliance with this submission requirement, along with a copy of the certificate previously filed,
within 30 days from the inception date of the policy.
An insurer also must file with the Superintendent, for informational purposes, within three
business days after first delivery of the policy but no later than 60 calendar days after the inception
date of the policy, any policy forms that the insurer has not previously filed with the
Superintendent.
Insurers are not exempt from the requirements of the New York Insurance Law or insurance
regulations. And the exemption does not apply to workers' compensation, medical malpractice and
certain other kinds of property/casualty insurance.
To be eligible to use the exemption, an insurer must issue the policy to an entity that meets the
definition of a “large commercial insured.” For example, a for-profit business entity would be
considered a “large commercial insured,” if, among other things, it generates annual gross
revenues exceeding $15 million and has a net worth of at least $1.5 million.
A not-for-profit organization or public entity would be considered a “large commercial insured” if,
among other things, it has an annual budget exceeding $20 million for each of its three fiscal years
immediately preceding the policy’s effective date, while a municipality would meet this definition if,
among other things, it has a population of at least 50,000 people.
https://www.dfs.ny.gov/reports_and_publications/press_releases/pr1111211

Section 8 - Major New York Regulation Updates
Regulations and Updates
Regulation updates are made from time to time. Updates involve members of the public,
industry and governmental agencies. Regulation changes are not always the result of new
laws, however. Looking to a recent Regulation update, we see that current effect, but also
look at its history to better understand the how and why.
In December 2017 New York Governor Andrew Cuomo signed into Law Chapter 490,
legislation sponsored by Senator James Seward and then Assemblyman Joseph Morelle,
which requires SUM (Supplemental Uninsured/Underinsured Motorist Coverage) to
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match liability limits in auto policies unless the insured specifically opts out of the
matching limits coverage.
Note: This new law was modified prior to its effective date by Chapter 15 of 2018
to “remove any policy of commercial risk insurance from their provisions of
insurance of the original bill.” This new law took effect in June of 2018.
To understand how SUM Coverage in New York has developed, we can look back over the
past 100 years when the first automobiles hit our roads. Although auto insurance was not
required in the early motoring days, New York State did have financial responsibility laws
for operation of motor vehicles until 1956. “Financial Responsibility for the Operation of
Motor Vehicles”, Article 6-A, became effective on September 1, 1929. Financial
responsibility laws allow for a motor vehicle operator to be uninsured, however,
following an accident where another party suffers an unpaid loss, the uninsured
operator must provide proof of financial responsibility, through insurance or bond, to
continue to operate their vehicle. The laws did not provide for compensation to an
injured party, other than to withhold the ability for the uninsured party to register a vehicle
without such financial responsibility in place. Essentially, a first accident would bear no
responsibility for an at fault driver to pay damages unless they wished to continue
operating their vehicle in New York. The victims of financially irresponsible drivers were
left with no recourse.
Much of the insurance industry viewed changes to automobile insurance requirements as an
unwelcome and unnecessary overreach of government authority. Strong opposition was
put forth against legislation in New York sponsored by Governor Thomas Dewey in 1953
and 1954. The legislation proposed to require proof of insurance as a “prerequisite to
vehicle registration” and creation of a supplementary program referred to as an “Assigned
Case Plan” to pay qualified claims otherwise considered to be uncollectible resulting from
hit and run or uninsured operator accidents. The insurance industry promoted their own
solution in the form of an Uninsured Motorist Endorsement, known simply as the
Endorsement. The Endorsement was a voluntary addition to the voluntary purchase of
motor vehicle insurance and promoted by the insurance industry as a solution for victims of
uninsured motorist accidents.
The insurance industry proposal failed to address the problem that innocent victims who
were not covered by a motor vehicle policy remained without recourse for compensation
following an accident involving an uninsured or hit and run driver.
“Governor Dewey’s two-part program was immediately met by opposition both inside and
outside the legislature, and a wide range of counter-proposals was offered. These
included proposals for an unsatisfied judgment fund similar to the law enacted in New
Jersey in 1952, proposals for mandatory impoundment of vehicles of financially
irresponsible drivers, and the insurance industry’s so-called “Voluntary Plan,” under which
insurance companies would be authorized to sell insurance against loss caused by
uninsured drivers.”
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Uninsured Motorist Bills: Hearings before the Subcommittee on Business and Commerce
of the Committee on the District of Columbia United States Senate Eighty-Ninth Congress
First Session.

New York introduced a compulsory automobile insurance requirement in 1956
mandating all registered vehicles to have minimum corresponding liability insurance
coverage of 5,000/10,000/1,000, or $5,000 per person, $10,000 per accident and $1,000 for
property damage. However, the problems for innocent victims of uninsured, or hit and run
drivers persisted.
Note: Minimum liability limits for automobiles in New York were increased to
$25,000/$50,000/$10,000 in 1996.
It was not until 1959 that New York State provided a mechanism for the compensation of
victims of uninsured motor vehicle accidents. In a two-part initiative, the insurance
industry proposal for Uninsured Motorist Coverage became mandatory for auto insurance
policies, and a second requirement for the creation of a fund for persons injured by
financially irresponsible motorists, to be known as the Vehicle Accident Indemnification
Corporation (MVAIC).
The Uninsured Motorist Coverage provision gave a “Named Insured” the ability to
file a “first party” claim with their own insurer, if, and when a financially
irresponsible driver has caused a personal injury. There are two important components
in this provision, who is a “named insured” and what is a “first party” claim, or benefit.
Under the law, an insured includes the named insured “you”, and any family member living
in your household. Also covered is any person using your covered auto. A family member
today is further described in the policy to mean, “a person related to you by blood,
marriage or adoption who is a resident of your household” and includes a ward or foster
child.
A first party claim is one filed with your own insurance company for damages covered by
your own policy. A third party claim is one where the claim is filed with another
insured’s insurance company.
The Motor Vehicle Accident Indemnification Corporation (MVAIC) was established to
provide compensation to innocent victims of motor vehicle accidents who were themselves
uninsured by a motor vehicle insurance policy. The MVAIC essentially provides No-Fault
and Bodily Injury coverage where no other insurance may be in place.
Insurance Law
Article 52
Motor Vehicle Accident Indemnification Corporation
Section 5201
Title and purpose
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(a)
This article may be cited as the "motor vehicle accident indemnification
corporation act".
(b)
The legislature finds and declares that the motor vehicle financial security act in
the vehicle and traffic law, which requires the owner of a motor vehicle to furnish proof of
financial security as a condition to registration, fails to accomplish its full purpose of
securing to innocent victims of motor vehicle accidents recompense for the injury and
financial loss inflicted upon them, in that the act makes no provision for the payment of
loss on account of injury to or death of persons who, through no fault of their own, were
involved in motor vehicle accidents caused by:
(1) uninsured motor vehicles registered in a state other than New York,
(2) unidentified motor vehicles which leave the scene of the accident,
(3) motor vehicles registered in this state as to which at the time of the accident there was
not in effect a policy of liability insurance,
(4) stolen motor vehicles,
(5) motor vehicles operated without the permission of the owner,
(6) insured motor vehicles where the insurer disclaims liability or denies coverage, and
(7) unregistered motor vehicles. In addition, this article is intended to provide no-fault
benefits for qualified persons for basic economic loss arising out of the use and operation
in this state of an uninsured motor vehicle, as provided herein and in the comprehensive
motor vehicle insurance reparations act. The legislature determines that it is a matter of
grave concern that those persons are not recompensed for their injury and financial loss
inflicted upon them and that the public interest can best be served by closing such gaps in
the motor vehicle financial security act and the comprehensive motor vehicle insurance
reparations act through the continued operation of the motor vehicle accident
indemnification corporation.

In their continuing effort to provide protections for innocent victims of motor vehicle
accidents, New York State expanded the Supplemental Uninsured Motorist coverage
to include “underinsured” motorists in 1977. An underinsured motorist is one who
maintains insurance which is inadequate to cover damages sustained by another due to their
own negligence. The addition of underinsured motorist coverage enabled individuals who
maintain higher than minimum liability coverage to also have an equal level of first party
insurance coverage, not just a minimum statutory limit.
“In 1977 the legislative policy of protecting motorists and providing victims with a means
of obtaining compensation for their injuries was extended to those inadequately insured.
To accomplish this, “supplemental uninsured” or “Underinsured” motorist coverage was
created.”
Jonathan Dachs - New York Uninsured and Underinsured Motoris Law & Practice
August 2018
LexisNexis

Following several rounds of litigation involving SUM coverage, the New York State
Insurance Department, now Department of Financial Services, adopted a new Regulation
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35-D in 1992 which prescribed a standard SUM endorsement for policyholders who
purchase SUM coverage.
Since 1992, Regulation 35-D has been amended 8 times, with the last amendment effective
in 2018. The latest revision, in 2018, requires motor vehicle liability insurance policies
must provide SUM limits which are equal to bodily injury liability limits of coverage,
unless the first named insured declines or selects a lower SUM limit of coverage. Under
the SUM law a personal auto policy with increased liability limits (example: $100,000
per person and $300,000 per accident) must be provided with matching SUM limits,
unless the purchaser declines the additional coverage.
NEW YORK STATE
DEPARTMENT OF FINANCIAL SERVICES
EIGHTH AMENDMENT TO 11 NYCRR 60-2
(INSURANCE REGULATION 35-D)
SUPPLEMENTARY UNINSURED/UNDERINSURED MOTORISTS INSURANCE
I, Maria T. Vullo, Superintendent of Financial Services, pursuant to the authority granted
by Sections 202 and 302 of the Financial Services Law and Sections 301 and 3420(f)(2-a) of
the Insurance Law, do hereby promulgate the Eighth Amendment to Subpart 60-2 of Title
11 of the Official Compilation of Codes, Rules, and Regulations of the State of New York
(Insurance Regulation 35-D), to take effect upon publication of the notice of adoption in
the State Register, to read as follows:
(Matter in brackets is deleted; new matter is underlined)
Section 60-2.0 is amended as follows: § 60-2.0 Preamble, definitions, and applicability.
(a) [This] (1) Except as provided in paragraph (2) of this subdivision, this Subpart
implements: (i) Insurance Law section 3420(f)(2), which requires a motor vehicle liability
[insurers] insurer to provide, at the option of the insured, supplementary
uninsured/underinsured motorists (SUM) insurance coverage to all policyholders in New
York State; and (ii) Vehicle and Traffic Law section 1693(3), which requires minimum SUM
coverage on all policies satisfying the financial responsibility requirements of that
subsection.
(2) This Subpart also implements Insurance Law section 3420(f)(2-a), which
requires an insurer that issues a motor vehicle liability insurance policy originally entered
into on or after June 16, 2018, other than a commercial risk insurance policy, to provide
SUM insurance for bodily injury, in an amount equal to the bodily injury liability insurance
limits of coverage provided under the motor vehicle liability insurance policy, unless the
first named insured declines the SUM insurance or selects a lower amount of coverage
through a written, signed waiver; provided, however, the insurer may require that the
insured’s SUM coverage limit equal the insured’s bodily injury liability insurance limit
under the policy…
(Full document - https://www.dfs.ny.gov/docs/insurance/r_finala/2018/rf35d-txt.pdf)

22

Looking back at the last 90 years of motor vehicle insurance in New York, we see a clear
improvement in protections for innocent victims of auto accidents, from pedestrians to
those hurt by hit and run drivers. With each step, the industry has been active in the
development of new laws, rules and regulations, even those which they strongly opposed.
1929 – New York adopts Motor Vehicle Financial Responsibility Law
1956 – New York adopts Compulsory Motor Vehicle Insurance Law
1959 – Uninsured Motorist Coverage and Motor Vehicle Accident Indemnification
Corporation enacted by Law.
1977 – Underinsured Motorist added to Uninsured Motorist creating new Supplemental
Uninsured/Underinsured Motorist coverage.
1992 – Regulation 35-D implemented following New York State Court of Appeals Decision
in favor of Insurance Department
2018 – Eighth Amendment to Regulation 35-D enacted

Section 9 – The Rules Process
Rules process
Industry Regulators have significant power and authority to control the business of
insurance. Where that power comes from may be misunderstood, ignored, or unknown by
regulated professionals.
The Constitution of the United States is the “Supreme Law” of our nation. This single
document is the Law, which established our government and the rights of the citizenry. It
was signed on September 17th, 1787, in Philadelphia by Delegates to the Constitutional
Convention and George Washington was inaugurated as the first American President on
April 1789.
New York has a Constitution, which establishes our State government and the powers of
our executive, the Governor, the Legislature, our Judiciary, as well as local government
bodies.
Article IV of the State Constitution states the Governor has executive responsibility for the
governance of the state to execute and enforce laws.
ARTICLE IV
Executive
[Executive power; election and terms of governor and lieutenant-governor]
[Powers and duties of governor; compensation]
§3. The governor shall be commander-in-chief of the military and naval forces of the state.
The governor shall have power to convene the legislature, or the senate only, on
extraordinary occasions. At extraordinary sessions convened pursuant to the provisions of
this section no subject shall be acted upon, except such as the governor may recommend
for consideration. The governor shall communicate by message to the legislature at every
session the condition of the state, and recommend such matters to it as he or she shall
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judge expedient. The governor shall expedite all such measures as may be resolved upon
by the legislature, and shall take care that the laws are faithfully executed. The governor
shall receive for his or her services an annual salary to be fixed by joint resolution of the
senate and assembly, and there shall be provided for his or her use a suitable and
furnished executive residence. (Formerly §4. Renumbered and amended by Constitutional
Convention of 1938 and approved by vote of the people November 8, 1938; further
amended by vote of the people November 3, 1953; November 5, 1963; November 6, 2001.)

Article V of the New York Constitution establishes that as many as 20 departments of
government may exist and the Legislature has the power to change the names and roles of
those departments. It is with this power that Governor Cuomo requested the Legislature
exercise in 2011 to combine the Banking and Insurance Departments into the new
Department of Financial Services.
ARTICLE V
Officers And Civil Departments
[Civil departments in the state government]
§2. There shall be not more than twenty civil departments in the state government,
including those referred to in this constitution. The legislature may by law change the
names of the departments referred to in this constitution. (Amended by Constitutional
Convention of 1938 and approved by vote of the people November 8, 1938; further
amended by vote of the people November 2, 1943; November 3, 1959; November 7, 1961.)
[Assignment of functions]
§3. Subject to the limitations contained in this constitution, the legislature may from time
to time assign by law new powers and functions to departments, officers, boards,
commissions or executive offices of the governor, and increase, modify or diminish their
powers and functions. Nothing contained in this article shall prevent the legislature from
creating temporary commissions for special purposes or executive offices of the governor
and from reducing the number of departments as provided for in this article, by
consolidation or otherwise. (Amended by Constitutional Convention of 1938 and
approved by vote of the people November 8, 1938; further amended by vote of the
people November 7, 1961.)
[Department heads]
§4. The head of the department of audit and control shall be the comptroller and of the
department of law, the attorney-general. The head of the department of education shall
be The Regents of the University of the State of New York, who shall appoint and at
pleasure remove a commissioner of education to be the chief administrative officer of the
department. The head of the department of agriculture and markets shall be appointed in
a manner to be prescribed by law. Except as otherwise provided in this constitution, the
heads of all other departments and the members of all boards and commissions,
excepting temporary commissions for special purposes, shall be appointed by the
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governor by and with the advice and consent of the senate and may be removed by the
governor, in a manner to be prescribed by law. (Amended by Constitutional Convention of
1938 and approved by vote of the people November 8, 1938; further amended by vote of
the people November 7, 1961.)

Each year, due to the creation of new laws or market changes impacting the insurance
industry, the Superintendent of the Department of Financial Services puts forth new or
revised Rules and Regulations. However, a process of public review and comment is
required before any regulation is made effective. In addition, all proposed rules and
regulations are reviewed by the Administrative Regulations Review Commission to ensure
it is in line with existing law. Rules and Regulations are the Department’s method for
implementing and enforcing laws under the authority of the Executive Branch of
government.
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Insurance producer and carrier association, along with consumer advocacy organizations,
monitor proposed changes and often provide opinions in support or opposition to
Department proposals. These organizations do not always agree with the Department, or
each other, in the positions on regulatory proposals. Several examples of opposition to
Department proposals can be found in recent memory, including: compulsory auto
insurance changes in the 1950’s, Circular Letter 22 released on August 25, 1998 which
dealt with broker disclosures, and the 2018 Regulation 187 which is referred to by the
NYDFS as New York’s “Best Interest” regulation.
Section 10 – Chapter 1 Review
The purpose of regulation is to ensure that the insurance consumer is treated fairly and
ethically in every aspect of their relationship with the insurer.
In the United States, the regulation of insurance is the responsibility of the individual States
and not the Federal government.
The National Association of Insurance Commissioners (NAIC) provides model laws and
model regulations which individual state legislatures and regulators may adopt in whole or
in part.
The Dodd-Frank Act created a new Federal Insurance Office (FIO) within the United
States Treasury Department.
The International Association of Insurance Supervisors (IAIS) plays the role of
coordinating regulation, in similar fashion to the National Association of Insurance
Commissioners (NAIC) in the United States.
The interconnectedness of banks and insurance companies creates a concern over systemic
risk, or the risk of one company’s failure causing the failure of another company or an
entire market.
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Systemically Important Financial Institutions (SIFI) is a term used to describe large
financial institutions that have the potential to negatively impact other institutions should
they fail or become financially troubled.
In response to the 2008 crisis, New York State created a new Department of Financial
Services (NYDFS) in 2011 to strengthen its regulatory power over all financial institutions
doing business in the state.
New York City is of one of the top International Financial Centers (IFC)
More than 90% of financial assets in the US are under the supervision of the New York
State Department of Financial Services.
All licensees are also required to affirm compliance with the Cybersecurity Regulation
annually through the NYDFS Cybersecurity Portal.
New York now requires SUM (Supplemental Uninsured/Underinsured Motorist Coverage)
to match liability limits in auto policies unless the insured specifically opts out of the
matching limits coverage.
Minimum liability limits for automobiles in New York were increased to
$25,000/$50,000/$10,000 in 1996.
A first party claim is one filed with your own insurance company for damages covered by
your own policy.
A third party claim is one where the claim is filed with another insured’s insurance
company.
Under the SUM law a personal auto policy with increased liability limits (example:
$100,000 per person and $300,000 per accident) must be provided with matching SUM
limits unless the purchaser declines the additional coverage.

28

Chapter 2 Companies and Producer
Section 11 - The Company Role
For each insurance product sold, there must be a company, or insurance carrier, willing to
accept that type of risk with a policy, or contract of insurance, offered to the insured. With
few exceptions the policy provided to an insured must have been filed and approved by the
Department of Financial Services and cannot be altered by the producing agent, broker, or
prospective insured.
An insurance contract must contain an offer, made by one party, and acceptance by a
second party. An offer made by a prospective insured without payment of initial premium
is not complete and coverage cannot be bound. The effective date of the policy will be no
earlier than the date of initial premium payment, not the date the policy was signed by the
insured.
An offer may be made by the insured, as is common with an application for automobile
insurance, or it may be made by the insurer, as is typical with the presentation of a life
insurance policy. In both cases, the contract requires payment of initial premium by
the insured to the insurer to be in-force.
Insurance policies contain five core parts: declarations, insuring agreement, definitions,
exclusions, and conditions. Many policies will contain endorsements and other language
as well.
Declarations page contains the policy number, name and address of the policyholder,
identification of named insured’s, location of insured property if any, insurer name and
address with contact information.
Insuring Agreement details the risks for which the insurer will provide indemnification and
additional terms of coverage. This section is the insurer’s promise to pay.
Definitions are the explanation of the significant words or phrases within the policy.
Items included in the Definitions are often noted within the policy with quotations or bold
lettering.
Exclusions refer to hazards, perils, circumstances, or property that is not covered in a
policy.
Policy Conditions identify general requirements an insured and insurer agree to, including
claim reporting, subrogation rights and cancellation terms.

The majority of companies writing insurance policies in the United State are commonly
referred to as “admitted insurers”. However, the New York Department of Financial
Services does not recognize that term. In New York, insurers are referred to as either
Authorized or Unauthorized. Insurers that fall under the direct authority of that state’s
superintendent are Authorized. Unauthorized, or “non-admitted” insurers can accept
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certain risks, under certain circumstances, although they are not subject to the same level of
supervision and their consumers likewise have less protection from regulation.
Authorized vs Unauthorized
The Office of General Counsel issued the following opinion on November 29, 2007, representing
the position of the New York State Insurance Department.
“Although the laws of other states often speak in terms of “admitted” or “unadmitted” or “nonadmitted” carriers, there is no definition of these terms in the New York Insurance Law.
Nevertheless, in the vernacular of the industry, “admitted” means “authorized,” and “unadmitted”
means “unauthorized.” A non-admitted insurer, therefore, cannot be an authorized insurer. “
https://www.dfs.ny.gov/insurance/ogco2007/rg071109.htm

In addition, Insurers may be alien, foreign or domestic. An Alien insurer is a company
located in another country, doing business in the United States. A Foreign insurer is one
which is domiciled in another state. A Domestic insurer has its primary offices located in
New York State.
Producers are responsible for the proper placement of risk with insurers. Only insurance
producers holding a broker license may place business with unauthorized insurers and
those transactions must be placed through an excess line broker. Excess lines business in
New York is conducted in coordination with the Excess Lines Association of New York,
(ELANY).
Insurance Law Section 2117 - Acting for or aiding unlicensed or unauthorized
insurers or health maintenance organizations
Acting for or aiding unlicensed or unauthorized insurers or health maintenance
organizations. (a) No person, firm, association or corporation shall in this state act as
agent for any insurer or health maintenance organization which is not licensed or
authorized to do an insurance or health maintenance organization business in this state, in
the doing of any insurance or health maintenance organization business in this state or in
soliciting, negotiating or effectuating any insurance, health maintenance organization or
annuity contract or shall in this state act as insurance broker in soliciting, negotiating or in
any way effectuating any insurance, health maintenance organization or annuity contract
of, or in placing risks with, any such insurer or health maintenance organization, or shall in
this state in any way or manner aid any such insurer or health maintenance organization
in effecting any insurance, health maintenance organization or annuity contract …
(3) Notwithstanding subsection (a) of this section and any other provision of law to the
contrary, any excess line broker licensed pursuant to section two thousand one hundred
five of this article may exercise binding authority and execute an authority to bind
coverage on behalf of an insurer not licensed or authorized to do business in this state
pursuant to the provisions of subsection (f) of section two thousand one hundred
eighteen of this article.
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Unauthorized insurers must also comply with New York regulations when accepting risks
originating in New York State. Improper placement of business with an unauthorized
insurer may result in disciplinary actions, including fines and license suspension or
revocation.
NY-DFS Disciplinary Actions December 20, 2019
Agent - $3000 Fine
Respondent violated Section 2117(a) of the Insurance Law in that he acted as an insurance
agent for an unauthorized insurer in the State of New York by soliciting, negotiating
and/or effectuating annuity contracts on behalf of the unauthorized insurer in the State of
New York. Respondent also submitted to the unauthorized insurer applications for the
aforementioned annuity contracts that falsely stated that the applications were signed by
the owner in the State of Pennsylvania, when in fact the applications were signed by the
owner in the State of New York. [Stipulation approved October 17, 2019.]
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Section 12 - The Insured
Regulators play a role in the global insurance industry and in the local marketplace, but the
industry was built to meet the need for indemnification of individuals and business owners.
There would be no insurance industry without the insured. Those insured’s, whether
business entities or individual persons, create the demand for the insurance industry.
Indemnity is a contractual agreement between two parties whereby one party agrees to
pay for potential losses or damages caused by another party. A typical example is an
insurance contract, in which the insurer or the indemnitor agrees to compensate the
other (the insured or the indemnitee) for any damages or losses in return
for premiums paid by the insured to the insurer. With indemnity, the
insurer indemnifies the policyholder—that is, promises to make whole the individual or
business for any covered loss. https://www.investopedia.com/terms/i/indemnity.asp

In the United States, the insurance industry is often categorized in four private sector
segments, plus a public or government segment. The private segments are
Property/Casualty, Life, Life-Accident and Health, and Health. The government sector
includes Medicaid and Medicare, which are funded in part through payroll taxes.

The Insured

Business / Corp

Individual

Owner / Partner
Employees

Single / Couple
Family

It should be noted that both property/casualty and life/accident & health insurers offer
accident and health products which are distinctly separated from the health sector.
“Insurers in the L&H sector offer products in two segments: (1) life insurance and
annuities, which generally protect against the risk of financial loss associated with an
individual’s death and provide income streams for retirement, respectively; and (2)
accident and health (A&H) products, which cover expenses for health and long-term care
or provide income in the event of disability. Insurers in the P&C sector offer products that
generally protect against the risk of financial loss associated with damage to property or
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exposure to liability for individuals and families (personal lines) or for businesses
(commercial lines). “
Federal Insurance Office, U.S. Department of the Treasury: Annual Report on the
Insurance Industry (pg 65)

In the Federal Insurance Office Annual Report on the Insurance Industry, issued in
September 2018, net written premiums in 2017 totaled more than $1.8 trillion, excluding
the governmental programs Medicare and Medicaid. The health sector, with 36% collected
net premiums of $664 billion, followed by life & health at 33% at $597 billion and P&C
with 31% at $557 billion.
Globally the insurance market, excluding the health sector, grew to nearly 5 trillion US
dollars in 2017, as reported by Swiss Re Institute Sigma Study published in 2018. The
study does not consider health insurance premiums in the calculations. The study’s
classifications are in two categories, life and non-life, which is in keeping with
internationally accepted classification. The study shows that United States continues, by
far, to be the largest insurance marketplace in the world, writing $1.37 trillion in life and
non-life premium during 2017.
(Editor’s Note: While the US Federal Insurance Office and the Swiss Re Institute Sigma
Study report differing total figures for total written premiums, they are both useful in
establishing the general size of the industry within the US and other markets.)

Top 10 Countries By Life And Nonlife Direct Premiums Written, 2019 (1) (US$ millions)
Total premiums
Rank

Country

1

United States (3), (4), (5)

2

Life
premiums

Nonlife premiums (2)

Amount

Percent change
from prior year

Percent of total
world premiums

$628,522

$1,831,601

$2,460,123

3.9%

39.10%

PR China (5)

329,432

287,967

617,399

7.4

9.81

3

Japan (5), (6)

341,328

118,019

459,357

4.8

7.30

4

United Kingdom (5)

264,221

102,022

366,243

-3.8

5.82

5

France (5)

167,588

94,694

262,283

-1.5

4.17

6

Germany (5)

101,550

142,301

243,852

-0.4

3.88

7

South Korea (6)

94,483

80,037

174,520

-3.3

2.77

8

Italy

124,133

43,705

167,838

-1.4

2.67

9

Canada (5), (7)

53,317

79,840

133,157

2.9

2.12

10

Taiwan

97,423

20,401

117,823

-3.4

1.87

https://www.iii.org/publications/insurance-handbook/economic-and-financial-data/world-insurance-marketplace

Total gross domestic product for New York State in 2018, as reported in State Comptroller
Thomas DiNapoli’s 2019 Financial Condition Report, was $1.7 trillion.
https://www.osc.state.ny.us/finance/finreports/fcr/2019/economic.htm. Financial services,
including Wall Street, account for 27.2% of New York economic production. Professional
and business services make up 13.8% of GDP, with transportation, trade and utilities at
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13.3% and Government at 10.5%. Information, followed by education and health services
contributed 10.5% and 9.7%, respectively. Per capita GDP was also 29.9% higher than the
national average. New York remains a diversified state with immigrants accounting for
23% of the state population in 2017.
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Just as personal policies often cover individuals and families, businesses, from sole
proprietors to the largest companies in the world, have similar needs including property
coverage, liability, employee benefits including health coverage and life insurance.
New York State has a tremendously diverse insurance consumer base. The opportunities
for producers and carriers are extensive.
The New York Department of Motor Vehicles reports that in 2018 more than 12 million
driver licenses were in force and 9.55 million vehicles were registered. Considering that
approximately 20% of the population is under age 18, 77% of adults in New York hold a
valid driver license. New York had an uninsured rate of 5.4% in 2017, according to the
Empire Center website, empirecenter.org. Following those numbers, in New York State,
there are 9,034,300 auto insurance policies sold each year. Each sale is an opportunity for
a Property Casualty producer to earn a commission.
The United States Census Bureau reports that in 2017 there were 8,255,911 housing units
in New York State, of which 54% are owner occupied. While relatively small number of
units are mobile homes, 200,000 across the state, single family detached homes numbered
3,466,000 and 3,367 estimated lived on boats, in RVs or in vans.
New York is also home to 33,438 farms, which directly employ 55,000 people. With
processing jobs included, farm related jobs employ 200,000 people. Agriculture in New
York State is a $5.75 billion industry. (https://www.nyfb.org/about/about-ny-ag)

35

Section 13 - Producers
The two most common licenses granted in New York State are producer license types,
agent, and broker. Insurance Law 2101 is the Definitions section. Section (k) provides
the definition of a producer.
In this article, “insurance producer” means an insurance agent, title insurance agent,
insurance broker, reinsurance intermediary, excess lines broker, or any other person
required to be licensed under the laws of this state to sell, solicit or negotiate insurance.

The Insurance Law grants the Superintendent power to issue all licenses. Agent and broker
licenses are issued under Insurance Law, Sections 2103 and 2104, respectively.
Section 2103, Insurance Agents; licensing states “the superintendent may issue a license to
a person, firm or corporation who or which has complied with the requirements of this
chapter”. The requirements include the provision; every proposed licensee be eighteen (18)
years of age or over at the time the license is issued, the passage of a written examination
showing the competency of the individual, and a certificate of appointment to represent a
carrier must be currently on file with the Department.
Section 2104, Insurance Brokers, follows similar form, however there is no requirement
for a Broker to have an appointment from a carrier, as a Broker represent their
customer, while an Agent represents their carrier. Agents who no longer represent a
company should obtain a Broker license. An Agent does not need to complete additional
training and does not need to take a new examination to obtain a broker license with the
same lines of authority. A Broker can also be granted an agents license and both may be
maintained simultaneously.
Agents and Brokers are often referred to as “Producers” by the NYDFS and in the
insurance industry as a whole. Insurance Law Section 21 subsection (k) describes the term
“Insurance Producer” in its definitions as agents, brokers and limited others who sell,
solicit, or negotiate the sale of insurance. The term is used by the industry generically
under many circumstances; however, the roles of Agent and Broker do carry specific
responsibilities under the Law. Producers must remember their role when acting as an
Agent directly representing an insurance company and/or when acting as a broker with a
duty to represent their client.
Insurance Law Article 21 (k) In this article, "insurance producer" means an insurance
agent, title insurance agent, insurance broker, reinsurance intermediary, excess lines
broker, or any other person required to be licensed under the laws of this state to sell,
solicit or negotiate insurance…

A producer is granted a license with “lines of authority” which prescribe the products that
individual licensee may sell. Lines of authority include Life, Variable Life and Annuities,
Accident, Health and Sickness, Property, Casualty and Personal Lines. A P&C licensee is
specifically excluded from selling Life, Variable Life and Annuities, but may sell Accident,
Health and Sickness coverage.
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Insurance Brokers; Licensing
(A) life insurance, variable life and variable annuity products, accident and health insurance and
sickness or any other line of authority deemed to be similar by the superintendent, including
for this purpose, health maintenance organization contracts and legal services insurance; or
(B) any and every line of authority, except life insurance and variable life and variable annuity
products.

https://www.nysenate.gov/legislation/laws/ISC/2104
In 2014, New York State added Section 2139 to the Insurance Law, a requirement for Title
Insurance Agents to be licensed under the Department of Financial Services. This change
brought New York State in line with the majority of other states which require title agents
to be licensed. The New York Land Title Association, an affiliate of the American Land
Title Association (ALTA), supported the change. Title agent licenses have the same 15
hour continuing education requirements as Life/Accident & Health and Property Casualty
producers.
New York Title Agent Licensing Law Improves Confidence in Real Estate
Deals
October 28, 2014
Legislation that went into effect Sept. 29 brought New York into the ranks of 47 other
states that require licensing of title insurance agents and companies.
The New York State Land Title Association (NYSLTA), which advocated for the licensing of
title insurance agents for more than 10 years, issued a memorandum of support for the
licensing requirement earlier this year.
“NYSLTA’s member-companies are committed to complying with the law and we
understand the benefits of transparency under the state’s new regulatory structure,” said
Richard Gilotti, chair of NYSLTA’s Title Section. “During a real estate transaction,
professional land title insurance agents are key to maintaining the integrity of the public
land records system, the confidence of consumers and their attorneys, as well as
regulators and the financial community.”

The Insurance licenses available in New York are:
Adjuster (Independent or Public) (IA or PA)
Bail Bond Agent Licensing
Consultant (General or Life) (C3 or C1)
Excess Line Broker (EX)
Life and Accident/Health and Variable Life/Variable Annuity AGENT or
BROKER (LA or LB)
Life Settlement Broker (LSB)
Life Settlement Intermediary (LSI)
Life Settlement Provider (LSP)
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Limited Agent (LR) (rental vehicle companies, wireless communications equipment
vendors, and self-storage companies)
Mortgage Guaranty Agents (MG)
Property and Casualty AGENT of BROKER (PC or BR)
Service Contract Provider
Temporary Adjuster Permit
Title Insurance Agent
The terms “competent” and “trustworthy” are written into law as guidelines which the
superintendent may follow when issuing licenses. This sets a clear standard for minimal
ethics of agents and brokers.
(a) (1) The superintendent may issue an insurance broker's license to any individual, firm,
association or corporation, hereinafter designated as "licensee," who or which is deemed by
him trustworthy and competent to act as a broker in such manner as to safeguard the interests
of the insured, and who or which is otherwise qualified as herein required, and who or which
has complied with the prerequisites herein prescribed.

https://www.nysenate.gov/legislation/laws/ISC/2104
In Section 2103, the Superintended is given authority to refuse a license, rather than grant a
license, based on an individual’s competency or trustworthiness.
ISC 2103, S11
(h) The superintendent may refuse to issue any insurance agent's license if, in his judgment, the
proposed licensee or any sub-licensee is not trustworthy and competent to act as such agent, or
has given cause for the revocation or suspension of such a license, or has failed to comply with any
prerequisite for the issuance of such license.

In the view of insurance regulators, there is no difference between a Property Casualty
insurance broker who sells a policy covering the Empire State Building and a broker who
sells a renters insurance policy, they both hold licenses with the same lines of authority.
The same holds true for those licensed to sell life, accident and health insurance. A life
licensee may sell as large a policy as their carrier is willing to accept, and a licensee with
health line authority may sell a policy covering a single individual or a large group policy.
Section 14 - Unlicensed and Support Staff Guidelines
A license is required to sell most insurance policies in New York State. Not all individuals
working in the insurance industry need to be licensed, however, violating the Law has
consequences. Acting without a license is a criminal offense and any unlicensed person
who "Acts as such in the solicitation of, negotiation for, or making of an insurance or
annuity contract" is in violation of the Law. Anyone who performs these acts without a
license is guilty of a misdemeanor.
The following are exempt from being licensed:
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A. Regular salaried officers of employees who do not solicit or accept applications or
orders outside the office of the Insurance Agent.
B. Regular salaried officers and employees who do not receive compensation or
commission dependent upon the amount of business transacted.
C. A regular salaried employee of an insurer who devotes very little of his time to the
soliciting of insurance and whose compensation doesn't depend directly on the
amount of business obtained.
D. Licensed attorneys acting in their capacity as such.
E. Actuaries of CPA's not soliciting insurance.

If you have unlicensed employees setting appointments for licensed agents and you pay
them a "bonus" for each appointment, this may be a violation of this section of the Law. It
is better that you pay them a regular salary that is based on performance. The only
alternative is to have them licensed as agents.
Authorized Activities


Perform secretarial/receptionist duties such as:
 Answering the phone
 Scheduling appointments (provided there are no discussions about insurance
coverages, cost, or related issues)
 Maintaining files and records
 Referring prospect or customer to the Agent or a licensed Sales Producer,
where appropriate
 Word processing and data entry
 Assisting with advertising and mailing campaigns



Accept payments on existing policies that are made in the office in situations in
which there are no coverage discussions



Secure expiration dates from prospects limited to the date the policy expires and
the current carrier, and whether they would be interested in speaking to the
Agent or a licensed Sales Producer



Take loss information from customers and report this information to the Claims
Department



Handle changes to existing policies that do not involve any discussion of coverages
or require the binding of additional coverages, increasing or decreasing coverages,
removal of coverages, or the addition of vehicles



Inform insureds as to coverages indicated in the policy record
Receive requests for coverage for transmittal to the Agent or a licensed Sales
Producer



Unauthorized Activities -- Don’t:

Prospect or solicit for insurance

Quote premiums

Discuss or provide advice concerning coverages, limits, or deductibles
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Interview customers for the purpose of developing information as part of the
completion of an application
Bind new policies or make changes to existing policies that require the binding of
additional coverages, increasing or decreasing coverages, removal of coverages,
or the addition of vehicles
Accept payments on new policies
Accept payments on existing policies outside the office
Receive compensation based on sales
Be involved in any activity or transaction that is not in compliance with company
policies and procedures or that is in violation of state licensing or other laws.

Section 15 -Licensing & Continuing Education Requirements
New York State Insurance Department Licensees are required to complete 15 hours of
approved continuing education during their licensing term. Changes to the education
requirements were implemented by the New York State Insurance Department from date
specific renewals of June for Agents and October for Brokers, to all individual licensees of
all lines of authority to renew on their date of birth.
Individuals holding licenses for different lines of authority, such as Property Casualty
Agent and Life Health & Accident Agent, all expire on the individuals’ date of birth.
While individuals will continue to receive separate licenses for Life/Health and Property
Casualty lines of authority, they will begin to renew all licenses together renewing on their
date of birth and in the odd or even numbered year corresponding with their date of birth.
Transition to Birth Date Renewal





Beginning in 2007 individual/tba Producer Licenses will begin the transition from a
fixed date renewal to a renewal date based on their date of birth.
An Individual with multiple licenses will end up with them all renewing on the same
date.
The licensing period will remain two years once the transition period has passed.
This will affect all individual/tba Producer licensees.

Date of Birth renewal
•
•
•
•
•
•
•

Following Classes of licenses issued to individuals/tba will be affected by this change
Life, A/H
PC, Personal Lines
Life Broker
Consultants
Brokers/Excess Line Brokers
Reinsurance Intermediaries

General Rules
•

The renewal period will not be less than two years
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•
•

The license renewal process will begin 120 days before its expiration date
If a Producer licensed for LA, PC, LB, or BR does not submit a renewal application 60
days prior to the expiration date there will be an additional fee of $10

The New York State Insurance Department licenses individuals and entities conducting several
areas of the business of insurance. Only the following licensees are required to complete
bi-annual continuing education:
Life Accident and Health Agents (LA)
Life Accident and Health Brokers (LB)
Property Casualty Agents (PC)
Property Casualty Brokers (BR)

Section 16 - Temporary Licensing
There may be times when the income of a licensee is in question, due to their death,
disability, or service in our armed forces. The predictability of these events is not often
absolute, potentially leaving remaining family members or the operation of an agency in
doubt. New York Insurance Law allows for a short-term remedy to that situation under
Section 2109. In the case of death of the agent, a temporary license may be issued to
the executor or administrator, next of kin where no executor is named, surviving member
of the firm, or to a member of the corporation. Individuals deployed for service in our
armed forces may designate an individual to receive their commissions. For those
permanently disabled, the next of kin may be granted a temporary license as well.
A temporary license allows for the renewal of policies, the collection of premiums and the
performance of other duties coincidental to the continuous operation of the insurance
business. A temporary license does not allow for the sale or solicitation of new
business. In a General Counsel opinion, issued on October 24, 2006, the following was
stated, “The license under N.Y. Ins. Law § 2109(1)(A) or (B) (McKinney 2006) is solely
intended to allow an executor, administrator, or next of kin to wind down the affairs of the
deceased licensee but not to engage in or share commissions on new business.”
NYDFS Question
What is a Temporary Insurance Producer license?
Answer
 When a licensee dies, a temporary license can be issued to a spouse, next of kin or
executor of estate.
 An application for a temporary license is required along with a copy of the death
certificate. If applicant is NOT the spouse, we will need letters of testamentary
included with proof of executor of estate.
 Entities can add a new sublicensee rather than apply for a temporary license if
they have a qualified individual to be named as a sublicensee. If NOT a temporary
license for an entity can be issued in the entity name.
 Temporary licenses are issued in intervals of 90 days and can be issued for a
period NO GREATER than 15 months from the date of death.

41



No LIFE business can be done with a temporary license.

https://www.dfs.ny.gov/node/16841

The Insurance Law defines the circumstances in which a temporary license may be issued.
There is no guarantee that a temporary license will be issued, and a temporary license must
be applied for by eligible individuals in a timely manner.
New York Consolidated Laws, Insurance Law - ISC § 2109.
Agents and brokers; temporary license in case of death, service in armed forces or disability
Insurance (ISC)
(a) The superintendent may issue a temporary insurance agent's license, title insurance agent's license
or insurance broker's license, or both an insurance agent's and insurance broker's license, without
requiring the applicant to pass a written examination or to satisfy the requirements of (a) subsection (c)
of section two thousand one hundred four of this article except as to age, in the case of a license issued
pursuant to paragraph two of this subsection, in the following cases:
(1) in the case of the death of a person who at the time of his death was a licensed accident and
health insurance agent under subsection (a) of section two thousand one hundred three of this article,
a licensed insurance agent or licensed title insurance agent under subsection (b) of such section or a
licensed insurance broker:
(A) to the executor or administrator of the estate of such deceased agent or broker;
(B) to a surviving next of kin of such deceased agent or broker, where no administrator of his
estate has been appointed and no executor has qualified under his duly probated will;
(C) to the surviving member or members of a firm or association, which at the time of the death of
a member was such a licensed insurance agent, licensed title insurance agent or licensed insurance
broker; or
(D) to an officer or director of a corporation upon the death of the only officer or director who was
qualified as a sub-licensee or to the executor or administrator of the estate of such deceased
officer or director;
(2) to any person who may be designated by a person licensed pursuant to this chapter as an
insurance agent, title insurance agent or an insurance broker, or both an insurance agent and
insurance broker, and who is absent because of service in any branch of the armed forces of the
United States, including a partnership or corporation that is licensed pursuant to this chapter as an
insurance agent, title insurance agent or as an insurance broker, or both an insurance agent and
insurance broker, in a case where the sub-licensee or all sub-licensees, if more than one, named in
the license or licenses issued to such partnership or corporation is or are absent because of service in
any branch of the armed forces of the United States; and
(3) to the next of kin of a person who has become totally disabled and prevented from pursuing any
of the duties of his or her occupation, and who at the commencement of his or her disability was a
licensed accident and health insurance agent under subsection (a) of section two thousand one
hundred three of this article, a licensed insurance agent under subsection (b) of such section, a
licensed title insurance agent or a licensed insurance broker.
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(b) (1) Before any such license or licenses shall be issued, there shall be filed in the office of the
superintendent a written application by the person or persons desiring such license or licenses,
together with a written designation of such person or persons, in the case of a license issued
pursuant to paragraph two of subsection (a) hereof, in such form or forms and supplements
thereto, and containing such information, as the superintendent prescribes.
(b) (2) No fee shall be charged for any such license or any renewal thereof, except that fees for the
renewals of any license issued pursuant to paragraph two of subsection (a) hereof shall be one-half
of the fees otherwise required by this chapter for such license.
(c) Such license or licenses shall authorize the person or persons named therein to renew the
business of the deceased, absent or disabled insurance agent, title insurance agent, or insurance
broker, or both an insurance agent and insurance broker, as the case may be, or of the firm or, in the
case of a license issued pursuant to paragraph one or three of subsection (a) of this section, the
association whose business is being continued thereunder, each such agent or broker being referred
to in this section as “original licensee”, expiring during the period in which such temporary license or
licenses are in force, to collect premiums due and payable to the original licensee or, in the case of a
license issued pursuant to paragraph one of subsection (a) of this section, to his or her estate, and to
perform such other acts as an insurance agent, a title insurance agent or an insurance broker, or both
an insurance agent or insurance broker, as the case may be, as are incidental to the continuance of
the insurance business of such original licensee.
(d) A person eligible for such a temporary agent's license may be licensed only as an agent of the
insurer or insurers which such original licensee was licensed to represent at the time of such death,
entrance upon military or naval duty or disability.
(e)(1) In the case of a license or licenses issued pursuant to paragraph one of subsection (a) of this
section, the license or licenses may be issued for a term not exceeding ninety days from the death
of such deceased, and the superintendent may in his discretion renew such license or licenses for
an additional term or terms of ninety days each, not exceeding in the aggregate fifteen months.
(2) The superintendent may issue renewal licenses for an additional term or terms of ninety days
each exceeding the aggregate period of fifteen months when in his judgment it will best serve the
interests of any person serving in the armed forces of the United States.
(3) A license issued to the next of kin shall not be renewed if, before the expiration of its term, an
administrator or executor of the deceased shall have applied for and qualified for such a license.
(4) No person or persons so licensed shall, by virtue of such license, be authorized to solicit,
negotiate or sell new insurance.
(f)(1) In the case of a license or licenses issued pursuant to paragraph two of subsection (a) hereof,
the license or licenses may be issued for a term not exceeding six months, and the superintendent
may in his discretion renew such license or licenses for an additional term or terms of six months
each.
(2) The term of any such license or renewal shall in no event extend beyond sixty days after the final
discharge of such absent insurance producer from military or naval duty, and each such license or
renewal shall expire on such day as if that were the day specified therein for the expiration thereof.
(3) No person so licensed shall solicit new business under such license.
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(g)(1) In the case of a license or licenses issued pursuant to paragraph three of subsection (a)
hereof, the license or licenses may be issued for a term not exceeding ninety days from the
disability of such person, and the superintendent may in his discretion renew such license or
licenses for an additional term or terms of ninety days each, not exceeding in the aggregate
fifteen months.
(2) No person or persons so licensed shall, by virtue of such license, be authorized to solicit,
negotiate or sell new insurance.
(h) (1) In the case of a person seeking a temporary license to act as a title insurance agent
pursuant to subsection (a) of this section, the superintendent may issue a license for a term
not to exceed one hundred eighty days to such person provided the person:
(A) demonstrates to the satisfaction of the superintendent that a title insurance
corporation is willing to appoint him or her;
(B) submits to the next available title insurance agent examination; and
(C) demonstrates to the satisfaction of the superintendent that he or she is qualified,
competent, experienced and trustworthy to act as a title insurance agent.
(2) Any person issued a license pursuant to this subsection shall, by virtue of such license,
be authorized to solicit, negotiate or sell new policies of title insurance.

Section 17 - Commissions
Commissions earned by a deceased licensee may be collected by a surviving spouse. The
Department of Financial Services and the predecessor Insurance Department have issued
opinions on the payment of commissions to the estate of a deceased insurance producer
since 1947. The opinions general refer to the lack of any prohibition in the law to the
payment to a surviving spouse or estate on business placed by a producer prior to their
death. The General Counsel Opinions also state that renewal commissions may also be
paid to a spouse or estate. However, the opinions clearly note that the unlicensed
surviving party must have no role in the servicing of accounts even if the surviving party is
granted a temporary license. The opinions also clearly state that the placement of new
business, for deceased producers accounts, may not result with commissions paid to the
unlicensed estate or spouse. The caveat to these payments is that contracts between a
producer and their agency or carrier may preclude payments after a producers death.

Department of Financial Services
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The Office of General Counsel issued the following opinion on December 10, 2004,
representing the position of the New York State Insurance Department.
Re: Sale of Deceased Agent’s Business
Question Presented:
Where an insurance agent died, and his widow is selling his business to another New York
licensed agent:
1. May the widow, as estate administrator, receive the commissions that her deceased
husband earned from an insurer but had not yet received?
2. May the widow, as estate administrator, receive a share of the commissions that the
agent who purchases the business will earn from an insurer for subsequent renewals of
policies that were originally transacted by her deceased husband?
Conclusion:
1. Yes. Nothing in the Insurance Law precludes the administrator of a deceased insurance
agent’s estate from receiving commissions that the deceased agent had earned but were
not yet received.
2. Yes. Nothing in the Insurance Law precludes the administrator of a deceased agent’s
estate from receiving a percentage of the commissions that the agent who purchases the
business will earn from an insurer for subsequent renewals of policies that were originally
transacted by the deceased agent.
Facts:
An insurance agent, who was licensed to sell life and property/casualty insurance, died.
His widow, as administrator of his estate, intends to sell his business. The widow is not a
licensed insurance agent.
Analysis:
1. Commissions Earned But Not Yet Received.
N.Y. Ins. Law § 2101(a) (McKinney 2000), as amended by Chapter 687 of the Laws of New
York 2003, provides in pertinent part:
"insurance agent" means any authorized or acknowledged agent of an insurer, fraternal
benefit society or health maintenance organization issued a certificate of authority
pursuant to article forty-four of the public health law, and any sub-agent or other
representative of such an agent, who acts as such in the solicitation of, negotiation for, or
sale of, an insurance, health maintenance organization or annuity contract, other than as
a licensed insurance broker.
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The unlicensed wife, as administrator of her deceased insurance agent husband’s estate,
will not violate the Insurance Law by merely receiving commissions on behalf of her
husband’s estate that her husband already earned but has not yet been received, as she
will not be acting in the capacity of an insurance agent. See N.Y. Ins. Law §§ 2101(a) and
2102 (McKinney 2000), as amended by Chapter 687 of the Laws of New York 2003, 2114,
2115 (McKinney Supp. 2004). New York courts have generally held that absent an
agreement to the contrary, a licensed agent or broker earns its commission when it brings
about the relationship of insurer and insured. See Hamond v. Risk Specialists, 210 A.D.2d
202, 619 N.Y.S.2d 744 (1994); Western Nat. Ins. Co. v. Haph Brokerage, 277 A.D. 6, 97
N.Y.S.2d 447 (1st Dept. 1950), affd. 302 N.Y. 678 (1951).
2. Commissions From Subsequent Renewals.
An Attorney General’s Opinion, dated October 31, 1947, (1947 AG. 219) is still controlling
on this issue, and for your convenience, a copy is enclosed. The Attorney General, when
asked to opine about whether the widow of a deceased insurance broker could receive
30% of the commissions earned on continuing portions of her deceased husband’s
business as consideration for its transfer noted:
Certainly, the business is an asset of the decedent’s estate, of value as a going concern.
His representative is authorized, if not required, to attempt to dispose thereof at a fair
value and in doing so in the manner described is not, in my opinion, "soliciting, negotiating
or procuring the making of any insurance contract" or otherwise acting as an insurance
broker.
Nothing in the Insurance Law precludes the widow of a deceased insurance agent, acting
as administrator of his estate, from selling her deceased husband’s insurance business and
receiving a percentage of the commissions the agent who purchases the business may
earn from subsequent renewals of policies originally transacted by her deceased husband.
Here, the deceased insurance agent’s wife will merely be receiving a portion of
commissions from subsequent renewals of policies originally transacted by her deceased
husband and will not be "soliciting, negotiating or selling" contracts of insurance or acting
as an insurance agent or producer. See N.Y. Ins. Law §§ 2102 (McKinney 2000), as
amended by Chapter 687 of the Laws of New York 2003, 2114, 2115 (McKinney Supp.
2004).
Please note that the administrator will not be entitled to receive any portion of the
commissions the agent who purchases the business will earn from new business written
for former clients of the decedent. An endorsement to a policy that merely changes the
face amount of insurance is not regarded as new business, but an endorsement adding an
additional kind of coverage is regarded as new business.
Additionally, since the administrator wife does not intend to service the decedent’s
existing insurance business, she will not need to obtain a temporary license pursuant to
N.Y. Ins. Law § 2109 (McKinney 2000).
This opinion is general in nature and limited to an interpretation of the Insurance Law
using the facts as presented. We express no opinion on any other laws.
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For further information you may contact Supervising Attorney Lawrence M. Fuchsberg at
the New York City Office.

Chapter 2 Review
An insurance contract must contain an offer, made by one party, and acceptance by a
second party.
An insurance contract requires payment of initial premium by the insured to the insurer to
be in-force.
Insurance policies contain five core parts: declarations, insuring agreement, definitions,
exclusions and conditions.
In New York, insurer companies are referred to as either Authorized or Unauthorized.
Insurers that fall under the direct authority of that state’s superintendent are Authorized.
Unauthorized, or “non-admitted” insurers are allowed to accept certain risks, under certain
circumstances.
An Alien insurer is a company located in another country, doing business in the United
States.
A Foreign insurer is one which is domiciled in another state.
A Domestic insurer has its primary offices located in New York State.
Only insurance producers holding a broker license may place business with unauthorized
insurers and those transactions must be placed through an excess line broker.
Improper placement of business with an unauthorized insurer may result in disciplinary
actions, including fines and license suspension or revocation.
Indemnification is the agreement of one party to pay losses or damages sustained by
another party.
The government insurance sector includes Medicaid and Medicare.
To be licensed as an Insurance Agent, the individual must have a certificate of
appointment to represent a carrier on file with the Department of Financial Services.
There is no requirement for an insurance Broker to have an appointment from a carrier.
An insurance broker represents their customer, while an agent represents their
company.
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“Lines of authority” prescribe the insurance products an individual licensee may sell.
Lines of authority include Life, Variable Life and Annuities, Accident, Health and Sickness,
Property, Casualty and Personal Lines.
The Superintendent is given authority to refuse a license, rather than grant a license, based
on an individual’s competency or trustworthiness.
Anyone who performs the solicitation, negotiation or sale of insurance or annuity without a
license is guilty of a misdemeanor.
Licensees are required to complete 15 hours of approved continuing education
In the case of death of the agent, a temporary license may be issued.
A temporary license does not allow for the sale or solicitation of new business.
Renewal commissions may be paid to a spouse or estate of a deceased producer.
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Chapter 3 – Life Insurance
Section 18 - Life Insurance Producers
The National Association of Insurance Commissioners (NAIC) issues a number of reports
annually on the state of the industry. The data includes statistics on the number of life
insurance policies issued, in-force, lapsed, surrendered and paid.
The data breaks out different types of life insurance into Industrial Life, Ordinary Life,
Credit Life (group individual) and Group Life.
Industrial life insurance is paid with weekly premiums, or monthly and have a
face value of less than $1,000. The words “industrial policy” must be printed on the
policy. Effective June 1st, 1988, Section 4213 of the New York State Insurance
Law prohibited the sale of industrial life insurance in New York.
(e) Notwithstanding the foregoing provisions, on and after June first, nineteen
hundred eighty, no policy of industrial life insurance shall be delivered or issued
for delivery in this state.

Ordinary Life, including Term Life, is most often purchased by individuals.
Credit Life policies are designed to pay off loans, or credit extended, and decreases
as the loans are paid down to zero.
Group Life is typically part of an employee benefit package where employees
hold a Certificate of Coverage and their employer is the policyholder.
While not sold in New York, more than 10 million Industrial Life policies were in force
during 2017. That is a decline from more than 15 million in 2010. Ordinary Life policies
are a clear choice for consumers and 301 million policies were in force in 2017, with over
33 billion dollars in coverage for Americans.
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LIFE INSURANCE INDUSTRY AGGREGATES (000’s)
NAIC - ANNUAL STATEMENT FOR THE YEAR 2017
Industrial

Ordinary

Credit Life (Grp Indiv)
No. of Ind
Amount of
Policies
and Group
Insurance
Cert.

Group

Number
of
Policies

Amount
of
Insurance

Number of
Policies

10,677

12,054

290,029

33,325,889

16,742

5

27

10,116

1,673,532

8,164

-2

0

12,614

1,162,193

5

9

2,179

85,808

Increased during year (net)

11

38

17,816

247,481

619

1,311

75

4,269

507,363

756,195

Subtotals, Lines 2 to 5

20

74

42,725

3,169,014

9,076

59,360

184

36,290

2,625,679

5,854,127

XXX

198

XXX

19,385

XXX

0

XXX

XXX

2

19,585

21

22

1

18,561

0

11

0

5

612

19,207

10,718

12,349

332,755

36,532,849

25,818

165,654

1,069

283,775

17,916,340

54,627,191

182

342

2,334

112,853

87

443

XXX

1,056

30,302

143,940

68

34

144

1,632

375

469

XXX

1

19

2,154

In force end of prior year
Issued during year
Reinsurance assumed
Revived during year

Additions by dividends during year
Aggregate write-ins for increases
Totals (Lines 1 and 6 to 8)

Amount of
Insurance

Amount of
Insurance

Total Amount
of Insurance

Policies

Certificates

106,283

885

247,480

15,290,047

48,734,272

50,304

88

17,558

1,315,661

3,039,524

270

7,509

19

14,359

796,077

1,965,779

23

236

1

104

6,577

92,629

Deductions during year:
Death
Maturity
Disability
Expiry
Surrender
Lapse
Conversion
Decreased (net)
Reinsurance
Aggregate write-ins for decreases
Totals (Lines 10 to 19)

0

0

0

16

0

0

XXX

2

114

130

85

73

839

32,198

2,872

14,785

14

1,402

86,890

133,946

125

145

3,114

366,451

1,481

7,473

1

184

17,866

391,936

7

17

16,511

1,542,462

844

6,940

74

14,281

940,001

2,489,420

0

0

398

72,611

0

82

XXX

XXX

XXX

72,694

10

19

6,344

175,249

3,714

26,218

61

8,632

234,051

435,538

0

1

1,222

360,215

5

571

1

411

16,510

377,297

10

8

465

60,869

36

465

1

71

266,507

327,848

486

639

31,372

2,724,555

9,413

57,447

152

26,042

1,592,260

4,374,901

10,231

11,709

301,382

33,808,294

16,405

108,207

917

257,734

16,324,079

50,252,290

Reinsurance ceded end of year

XXX

4,954

XXX

21,524,788

XXX

28,927

XXX

XXX

7,911,822

29,470,492

Line 21 minus Line 22

XXX

6,755

XXX

12,283,506

XXX

79,280

XXX

XXX

8,412,257

20,781,798

In force end of year (9-20)

https://www.naic.org/prod_serv/STA-LS-18.pdf
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Although insurance companies reported more than 300 million ordinary life insurance policies in
force at the end of 2017, that number is not an indication of widespread coverage in the United
States, which the Census Bureau estimated population in 2017 was 326 million people.
Since 2011, LIMRA (Life Insurance Agency Management Association) and Life Happens, a
nonprofit organization focused on financial needs of consumers, have published an annual
Insurance Barometer Study designed to “understand the financial pulse of consumers” in the
financial services industry. In the 2020 report ownership of life insurance by Americans is
reported to have declined 9 percentage to 54% since 2011. A decline in employer-paid group
life insurance is stated to be a main contributing factor. It is notable that while total ownership
of life insurance has declined, among those with life insurance the percentage owning an
individual policy has increased significantly from 40% in 2011 to 55% in 2020, likely a result in
reduced employer provided group life insurance policies.

The 2020 Insurance Barometer Study provides a National overview of life insurance coverage.
The Life Insurance Council of New York (LICONY) released a report in 2019 specific to New
York titled New York life insurance industry size, economic contributions, and recent trends.
The LICONY report, produced by EY, formerly Ernst & Young, compares the state of the life
insurance industry in New York to other leading life insurance states, including California,
Connecticut, Florida, Massachusetts and Texas. The report states that the number of individual
life insurance policies declined in New York between 2003 and 2017 by 14.1%.
Table 12. Number of life insurance policies in force for New York residents,
by type (thousands)
Individual
Credit
New York
US total
New York
Total
Share of US
2003
8,904
1,554
10,458
183,335
5.7%
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2012
2017
% change
’03-‘17
% change
‘12-‘17

7,995
7,647
-14.1%

572
598
-61.5%

8,567
8,245
-21.2%

154,813
146,685
-20.0%

5.5%
5.6%
-0.1pp

-4.4%

4.8%

-3.8%

-5.3%

+.01pp

The LICONY report indicates there are 8.2 million life insurance policies in force in New York
in 2017, excluding group coverage. Data from the NAIC, as well as LIMRA and Life Happens,
indicating that roughly half of the individuals in New York and the United States are without life
insurance coverage, presents a great potential for sales to life licensees by licensed agents in New
York and across the Country.

Additional Information on Ordinary Insurance 2017 – NAIC
Issued During Year
Term Insurance Excluding
Extended Term Insurance
Term policies - decreasing

Number of
Policies

In Force End of Year

Amount of
Insurance

Number of
Policies

Amount of
Insurance

180,400

1,179,690

54,710,469

2,808,942,716

3,879,489

1,099,734,851

141,349,050

21,370,743,458

Other term insurance - decreasing

XXX

3,941,086

XXX

137,061,173

Other term insurance

XXX

69,498,554

XXX

671,347,301

4,059,889

1,174,354,177

196,059,519

24,988,094,651

Term additions

XXX

1,706,084

XXX

40,702,603

Totals, extended term insurance

XXX

XXX

5,093,599

74,937,778

6,056,040

497,467,586

100,227,330

8,704,559,507

10,115,929

1,673,527,851

301,380,448

33,808,294,533

Term policies - other

Totals (Lines 27 to 30)
Reconciliation to Lines 2 and 21:

Totals, whole life and endowment
Totals, (Lines 31 to 34)

NAIC Statistical Compilation of Annual Statement Information for Life/Health Insurance Companies in
2017

The 2020 Insurance Barometer Study also noted that “Ownership of life insurance fell among
households in the lower and middle-income categories (i.e., under $100,000), declining by
25% over the past 10 years.” Reasons for the decline in life insurance ownership are hard to
determine, however surveys report a range of possibilities from expense, lack of children and
overall health to college debt and misunderstanding of its affordability.
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New York State has taken steps to allow producers to keep pace with changing industry trends
and technology. The State allowed the use of electronic applications, electronic signatures, and
electronic policy issuance in 2000 with the Electronic Signatures and Records Act (ESRA). The
Federal Government has also enacted the Electronic Signatures in Global and National
Commerce Act (E-SIGN). The Office of Information Technology Services, an independent
Agency, regulates electronic signatures today in New York. In New York, ESRA provides that
the “use of an electronic signature shall have the same validity and effect as the use of a
signature affixed by hand.” New York Insurance Law continues to require pre-approval of
application and policy forms, including those designed as electronic forms accepting electronic
signatures.
With the exception of Broker Service Fee records (Insurance Law Section 2119), which must
be maintained for 3 years, producers do not have a requirement to maintain records; only
carriers are subject to Regulation 152. However, a carrier may extend their responsibility to the
producer through contract. The record retention limit for carriers is 6 years from the date
the policy is no longer in force. It is also notable that original paper records converted into
an electronic format do not need to be maintained as long as a replicate may be produced.
New York Codes, Rules and Regulation
Title 11. Insurance
Chapter X. Records
243.2 Records required for examination purposes and retention period.
(a) In addition to any other requirement contained in Insurance Law, section 325, any other
section of the Insurance Law or other law, or any other provision of this Title, every insurer shall
maintain its claims, rating, underwriting, marketing, complaint, financial, and producer licensing
records, and such other records subject to examination by the superintendent, in accordance
with the provisions of this Part.
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(b) Except as otherwise required by law or regulation, an insurer shall maintain:
(1) A policy record for each insurance contract or policy for six calendar years after the date
the policy is no longer in force or until after the filing of the report on examination in which
the record was subject to review, whichever is longer. Policy records need not be segregated
from the policy records of other states as long as they are maintained in accordance with the
provisions of this Part. A separate copy need not be maintained in an individual policy record,
provided that any data relating to a specific contract or policy can be retrieved pursuant to
section 243.3(a) of this Part. A policy record shall include:
(i) the policy term, basis for rating, and return premium amounts, if any;
(ii) the application, including any application form or enrollment form for coverage under
any insurance contract or policy;
(iii) the contract or policy forms issued including the declaration pages, endorsements,
riders, and termination notices of the contract or policy. Binders shall be retained if a
contract or policy was not issued; and
(iv) other information necessary for reconstructing the solicitation, rating, and
underwriting of the contract or policy.
(2) An application where no policy or contract was issued for six calendar years or until after
the filing of the report on examination in which the record was subject to review, whichever is
longer.
(3) A record required under section 218.7 of this Title for six years after the required report is
filed or, if the filing requirement is waived, for six years after the report would have been filed.
(4) A claim file for six calendar years after all elements of the claim are resolved and the file is
closed or until after the filing of the report on examination in which the claim file was subject
to review, whichever is longer. A claim file shall show clearly the inception, handling and
disposition of the claim, including the dates that forms and other documents were received.
(5) A licensing record for six calendar years after the relationship is terminated for each
Insurance Law licensee with which the insurer establishes a relationship. Licensing records
shall be maintained so as to show clearly the dates of appointment and termination of each
licensee.
(6) A complaint record required to be maintained under Chapter IX of this Title for six calendar
years after all elements of the complaint are resolved and the file is closed.
(7) A financial record necessary to verify the financial condition of an insurer, including ledgers,
journals, trial balances, annual and quarterly statement workpapers, evidence of asset
ownership, and source documents, for six calendar years from its creation or until after the
filing of the report on examination in which the record was subject to review, whichever is
longer.
(8) Any other-record for six calendar years from its creation or until after the filing of a report
on examination or the conclusion of an investigation in which the record was subject to review.
(c) If the superintendent is not required to conduct an examination of an insurer, the
requirement that the record be maintained until after the filing of the report on examination
shall not apply. However, if an examination in which the record is subject to review has begun,
the insurer shall retain the record until after the filing of the report on examination.
(d) An insurer shall require, by contract or other means, that a person authorized to act on its
behalf in connection with the doing of an insurance business, including a managing general
agent, an administrator, or other person or entity, shall comply with the provisions of this Part
in maintaining records that the insurer would otherwise be required to maintain.
Notwithstanding the above, the insurer shall be responsible if the person or entity fails to
maintain the records in the required manner.
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(e) The records shall be readily available and easily accessible to the superintendent in
accordance with Insurance Law, section 310. The records shall be in a readable form. If any such
records are kept in a language other than English, they shall be accompanied by accurate
translations. Upon request of the superintendent, the insurer shall provide a hard copy of the
record, or, if the record is maintained in a medium which is used by the superintendent, the
insurer may provide the record in that medium. Failure to produce and provide a record within a
reasonable time frame shall be deemed a violation of Insurance Law, section 308 unless the
insurer can demonstrate that there is a reasonable justification for that delay.
(f) Nothing in this Part shall prevent or restrict an insurer from maintaining records for a longer
period.
11 CRR-NY 243.2
Current through February 15, 2020

New York State also revised Regulation 60 in 2015 after years of input from producer and carrier
associations. Regulation 60 is a major consumer protection that requires clear side-by-side
comparison of coverage in a disclosure to consumers known as a “Definition of
Replacement”. The earlier Regulation required a disclosure to be presented when an
application was presented, before carrier underwriting had taken place. This step required a 20day window for the existing policy carrier to provide their information for the disclosure. The
2015 update allows the completed disclosure statement to be presented when the new policy is
delivered.
Section 19 - Regulation 187
New York Insurance Regulation 187, titled Suitability and Best Interests in Life Insurance
and Annuity Transactions, became effective for Annuity transactions on August 1, 2019 and
for Life Insurance transactions on February 1, 2020. The new Regulation drew sharp criticism
from industry producer and carrier associations and was challenged in New York Courts,
however the State of New York prevailed and the Regulation is now in full effect.
August 3, 2019
SUPERINTENDENT OF FINANCIAL SERVICES LINDA A. LACEWELL ON NEW YORK STATE
SUPREME COURT DECISION ON “BEST INTEREST” REGULATION 187
New York – Superintendent of Financial Services Linda A. Lacewell issued the following statement
on New York’s “Best Interest” Regulation 187:
“I am pleased that New York’s Insurance Regulation 187 was resoundingly upheld by the
court,” said Superintendent Lacewell. “DFS is the first insurance regulator to implement a ‘best
interest’ standard that requires sellers of annuities and life insurance to act in the best interest
of consumers when providing recommendations. This ruling recognizes that DFS acted within its
grant of authority when implementing the amendment. This is a common sense regulation and
it is a step in the right direction to protect consumers by ensuring that only consumers’ needs
and financial objectives are considered in any transaction.”
A copy of the New York State Supreme Court decision can be found on the DFS website.
###
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The Regulation has several features that brought confusion to many producers, most notably the
requirement that insurers must ensure that every producer is adequately trained to make
recommendations in compliance with the new Regulation 187 standards. The Regulation
does not require any specific training program for producers nor is completion of training a
licensing requirement in New York to maintain a Life license. Insurers also have flexibility to
develop proprietary training or accept training provided by outside organizations, as long as the
training establishes a “best interest standard of care” from producers recommending their
products.
The New York Department of Financial Services has issued several opinions, circular letters and
additional guidance documents to clarify Regulation 187 and answer specific questions. In the
Life Bureau Guidance Note, issued February 12, 2020, the Department addressed questions
about suitability, disclosure and training; however, the guidance is far from a comprehensive
training for producers active in life and annuity sales.
“Regulation 187 takes a principles-based approach, setting standards that must be met but also
affording significant flexibility in how producers and insurers meet those standards. Regulation
187 does not impose any particular systems, forms, or procedures for meeting the requirements
of the regulation. The responses provided in this Q&A are limited to the scenarios presented.
The addition, deletion, or modification of facts may change the Department’s responses. These
responses do not represent a pre-determination of a producer’s or insurer’s overall compliance
with the regulation. Compliance with Regulation 187 will be examined in the context of all
relevant facts and circumstances. Except as specifically noted, these responses should not be
construed as the Department requiring or favoring any particular approach to compliance.”
https://www.dfs.ny.gov/apps_and_licensing/life_insurers/reg187_first_amendment_faq

The focus of the new Regulation 187 is consumer protection. A significant component in the
Regulation is the prohibition on the use of illustration comparisons, which attempt to compare
financial products during a sales presentation. The use of comparison illustrations has long been
seen as problematic by the NAIC, the Society of Actuaries and other groups. The main issue
with illustrations is the potential to mislead consumers intentionally or un-intentionally.
Illustrations that explain a company product remain acceptable.
Sales illustrations have been developed to meet a variety of needs from a variety of consumers,
all placing different requirements on an illustration. There are two major uses of illustrations:



Type A Usage is intended to show the consumer the mechanics of the policy being
purchased and how policy values or premium payments change over time. The
emphasis is a matter of how and what rather than how much.
Type B Usage tries to project likely or best estimates of future performance and
compare cost or performance of different policies. It attempts to show how much on
the premise that the hows and whats are comparable enough for this to be meaningful.

Illustrations handle Type A requirements well, especially if several illustrations are used to show
different scenarios. Illustrations inherently do not handle Type B requirements well. How
credible are any nonguaranteed numbers projected 20 years into the future, even if constructed
with integrity? How does a consumer evaluate the credibility of two illustrations if they are from
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different companies or even from the same company if different products with different
guarantees are being considered? Most illustration problems arise because illustrations create
the illusion that the insurance company knows what will happen in the future, and that
knowledge has been used to create the illustration.
TRANSACTIONS OF SOCIETY OF ACTUARIES 1991-92 REPORTS
FINAL REPORT* OF THE TASK FORCE? FOR RESEARCH ON LIFE INSURANCE SALES ILLUSTRATIONS
UNDER THE AUSPICES OF THE COMMITTEE FOR RESEARCH ON SOCIAL CONCERNS
https://www.soa.org/globalassets/assets/library/research/transactions-reports-of-mortalitymoribidity-and-experience/1990-99/1991/january/TSR917.pdf

Regulation 187 places significant emphasis on the term “recommendation” in an annuity or life
insurance sales process. A statement that suggests a purchase is a recommendation and
producers must use caution to ensure compliance with their company guidelines and the
Regulation when presenting one or more options to a consumer.
(e) Recommendation means one or more statements or acts by a producer, or by an insurer
where no producer is involved, to a consumer that:
(1) reasonably may be interpreted by a consumer to be advice and that results in a
consumer entering into or refraining from entering into a transaction in accordance with
that advice; or
(2) is intended by the producer, or an insurer where no producer is involved, to result in a
consumer entering into or refraining from entering into a transaction. A recommendation
does not include general factual information to consumers, such as advertisements,
marketing materials, general education information regarding insurance or other financial
products and general administrative services to the consumer. A recommendation also does
not include use of an interactive tool that solely provides a prospective consumer with the
means to estimate insurance, future income, or other financial needs or compare different
types of products or refer the consumer to a producer, provided that the interactive tool is
not used by a producer, or an insurer where no producer is involved, to satisfy any
requirement imposed by this Part.

When making a recommendation on the purchase of annuity or life insurance policies a producer,
or carrier, must place the best interest of the consumer first. Recommendations made must be
based on careful, skilled, and prudent evaluation of relevant suitability information for
each individual consumer. Producers must not place their own compensation from sales ahead
of the needs of their clients.
Section 224.4 of the Regulation, Duties of insurers and producers with respect to sales
transactions, states; “the producer, or the insurer where not producer is involved, shall act in
the best interest of the consumer.”
Clients’ best interest also applies to in-force transactions. In-force annuity and life insurance
transactions are covered by Regulation 60 disclosure, however the Regulation 60 disclosure is
different in form and function from Regulation 187. Regulation 60 is intended to provide an
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understandable description of an existing product compared to a replacement new product.
Regulation 187 responsibilities for producers are different from Regulation 60 requirements.
§ 224.5 Duties of insurers and producers with respect to in-force transactions.
(a) In recommending an in-force transaction to a consumer, the producer, or the insurer where
no producer is involved, shall act in the best interest of the consumer.
(b) The producer, or insurer where no producer is involved, acts in the best interest of the
consumer when:
(1) the producer’s or insurer’s recommendation to the consumer reflects the care, skill,
prudence, and diligence that a prudent person acting in a like capacity and familiar with such
matters would use under the circumstances then prevailing. Only the interests of the consumer
shall be considered in making the recommendation. The producer’s receipt of compensation or
other incentives permitted by the Insurance Law and the Insurance Regulations is permitted by
this requirement provided that the amount of the compensation or the receipt of an incentive
does not influence the recommendation; and
(2) there is a reasonable basis to believe the consumer has been reasonably informed of the
relevant features of the policy and potential consequences of the in-force transaction, both
favorable and unfavorable.
(c) A producer shall not use a title or designation of financial planner, financial advisor or similar
title unless the producer is properly licensed or certified and actually provides securities or other
non-insurance financial services. Although a producer may state or imply that a sales
recommendation is a component of a financial plan, a producer shall not state or imply to the
consumer that a recommendation to enter into a sales transaction is comprehensive financial
planning, comprehensive financial advice, investment management or related services unless
the producer has a specific certification or professional designation in that area.
(d) Any requirement applicable to a producer pursuant to this Part shall apply to every producer
who materially participated in the making of a recommendation and received compensation as
a result of the sales transaction, regardless of whether the producer has had any direct contact
with the consumer, provided that product wholesaling or product support based on generic
client information, or the provision of education or marketing material, does not constitute
participating in the making of a recommendation.
(e) A producer shall not make a recommendation to a consumer to enter into an in-force
transaction about which the producer has inadequate knowledge.

Section 20 - Money Laundering
The New York Department of Financial Services (NYDFS) has placed a priority on the
continuing education of licensees and regulated businesses regarding money laundering in our
industries. Money laundering, the criminal activity of moving illicit money through a series
of transactions that hide its origin resulting in the appearance of legally obtained funds, is a
major threat to peace and stability in our Country as well as a cost to society and governments at
all levels.
The fight against money laundering in the US started in 1970 with the enactment of the Bank
Secrecy Act, a part of the Band Records and Foreign Transaction Act (BRFTA). At that time,
there was Congressional concern that funds from illegal activities, as well as otherwise legal
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funds transferred to avoid taxation, were moving through banks and other domestic financial
institutions to offshore foreign banks. Since 1970, the law has been updated several times and
new laws have been enacted.










Bank Secrecy Act (BSA) 1970
The Money Laundering Control Act 1986
The Anti-Drug Abuse Act 1988
The Annunzio-Wylie Anti-Money Laundering Act 1992
The Money Laundering Suppression Act 1994
The Money Laundering and Financial Crimes Strategy Act 1998
The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept
and Obstruct Terrorism Act (USA Patriot Act) 2001
The Intelligence Reform and Terrorism Prevention Act 2004
FinCEN Customer Due Dilegence Requirements for Financial Institutions (CDD Rule) 2018

In addition to laws in the United States, the international community has taken significant and
serious steps to combat money laundering. The G7 established the Financial Action Task Force
(FATF) in 1989 to address the threats banks and financial institutions face on a global scale. The
G7 is an informal “group of seven” economic world leader countries and includes the United
States, the United Kingdom, Germany, Japan, France, Italy and Canada. The FATF was given
the task of monitoring money laundering techniques and trends as well as actions taken at
national and international levels to combat these crimes. Much like the National Association of
Insurance Commissioners, the FATF provides recommendations to nations around the world on
regulations to counter money-laundering activities.
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Who we are
The Financial Action Task Force (FATF) is an inter-governmental body established in 1989 by the
Ministers of its Member jurisdictions. The objectives of the FATF are to set standards and promote
effective implementation of legal, regulatory and operational measures for combating money
laundering, terrorist financing and other related threats to the integrity of the international financial
system. The FATF is therefore a “policy-making body” which works to generate the necessary political
will to bring about national legislative and regulatory reforms in these areas.
The FATF has developed a series of Recommendations that are recognized as the international
standard for combating of money laundering and the financing of terrorism and proliferation of
weapons of mass destruction. They form the basis for a co-ordinated response to these threats to the
integrity of the financial system and help ensure a level playing field. First issued in 1990, the FATF
Recommendations were revised in 1996, 2001, 2003 and most recently in 2012 to ensure that they
remain up to date and relevant, and they are intended to be of universal application.
The FATF monitors the progress of its members in implementing necessary measures, reviews money
laundering and terrorist financing techniques and counter-measures, and promotes the adoption and
implementation of appropriate measures globally. In collaboration with other international
stakeholders, the FATF works to identify national-level vulnerabilities with the aim of protecting the
international financial system from misuse.
The FATF's decision making body, the FATF Plenary, meets three times per year.

The failure of criminals to report illicit transactions makes it difficult to gauge the amount of
money laundered annually. Anti-money laundering (AML) efforts rely on estimates based
on a number of factors to determine the volume of illicit cash moving through our global
economies. In 2011, the United Nations Office on Drugs and Crime issued a research report on
the issue, “Estimating Illicit Financial Flows Resulting from Drug Trafficking and Other
Transnational Organized Crimes”.
The report, though somewhat dated today, is a comprehensive global examination of illicit
money flows and includes revenue from human trafficking, oil trade, wildlife, timber, fishing, art
and cultural property and human organs. The report estimates the total of all criminal proceeds
to be between 2 and 5 percent of global GDP (Gross Domestic Product). The report places that
value at $2.1 Trillion in 2009, roughly $2.5 trillion in 2020. Drugs and counterfeiting account
for nearly 90% of all transactional crimes.
“A study-of-studies, or metaanalysis, conducted for this report, suggests that all criminal
proceeds are likely to have amounted to some 3.6 per cent of GDP (2.3 - 5.5 per cent) or around
US$2.1 trillion in 2009.” https://www.unodc.org/documents/data-andanalysis/Studies/Illicit_financial_flows_2011_web.pdf
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The global fight against money-laundering changed dramatically after the September 11, 2001
terrorist’s attack in the United States on the World Trade Center in New York, the Pentagon in
Washington, DC and the passenger thwarted attack on flight 93 which crashed in Somerset, PA.
In a quick response to the 9/11 attacks the United States Congress passed the “Uniting and
Strengthening America by Providing Appropriated Tools Required to Intercept and Obstruct
Terrorism Act, more commonly referred to as The USA Patriot Act: Preserving Life and Liberty.
The USA PATRIOT Act of 2001 included 10 Titles addressing the attacks of 9/11. Much of the
Act enhances law enforcement powers, such as the inclusion of computer devices and files in
wiretap authority, information sharing between domestic agencies and foreign allies, and
protecting our borders. Title VI of the Patriot Act provides aid to families of public safety
officers and victims of terrorism support to New York families that are immeasurable. However,
significant to this course is Title III, International Money Laundering and Anti-Terrorism
Financing Act of 2001.
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Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and
Obstruct Terrorism (USA PATRIOT ACT) Act of 2001
Title I: Enhancing Domestic Security Against Terrorism
Title II: Enhanced Surveillance Procedures
Title III: International Money Laundering Abatement and Anti-Terrorist Financing Act of 2001
Subtitle A: International Counter Money Laundering and Related Measures
Subtitle B: Bank Secrecy Act Amendments and Related Improvements
Subtitle C: Currency Crimes
Title IV: Protecting the Border –
Subtitle A: Protecting the Northern Border
Subtitle B: Enhanced Immigration Provisions
Subtitle C: Preservation of Immigration Benefits for Victims of Terrorism
Title V: Removing Obstacles to Investigating Terrorism
Title VI: Providing for Victims of Terrorism, Public Safety Officers, and Their Families Subtitle A: Aid to Families of Public Safety Officers
Subtitle B: Amendments to the Victims of Crime Act of 1984
Title VII: Increased Information Sharing for Critical Infrastructure Protection
Title VIII: Strengthening the Criminal Laws Against Terrorism
Title IX: Improved Intelligence
Title X: Miscellaneous
https://www.congress.gov/bill/107th-congress/house-bill/3162

Title III of the Patriot Act is the International Money Laundering Abatement and AntiTerrorist Financing Act of 2001. The Title III Act has three Subsections: A: International
Counter Money Laundering and Related Measures; B: Bank Secrecy Act Amendments and
Related Improvements; and C: Currency Crimes. These measures were developed to track and
attack the sources of funding for terrorist groups. Counter Terrorism Financing (CTF)
became part and parcel to Anti Money Laundering (AML) efforts already in place
throughout the banking and financial services industry. CTF training was quickly added AML
efforts and is now generally referred to as AML/CTF.
Title III, Subsection A, International Counter Money and Related Measures, led to significant
new actions in the banking and financial services industry. US Laws, under the Patriot Act,
required new cooperation between these institutions, Regulators and law enforcement, both
within the US and internationally. Following the Act’s model, the FATF also updated their list
of recommendations to its member countries, making access to records and reporting a global
standard, though not all Countries participate directly as FATF Members.
FATF’s global efforts on combating terrorist financing
Combatting terrorist financing has been a priority for the FATF since 2001. However, in 2015,
the scope and nature of terrorist threats globally intensified considerably, with terrorist attacks
in many cities across the world, and the terrorist threat posed by the so-called Islamic State of
Iraq and the Levant (ISIL/Da’esh), and by Al-Qaeda and their affiliated terrorist organisations…
The FATF Strategy on Combating Terrorist Financing sets out the broad objectives for FATF’s
work in this area. Under this strategy, the FATF, in close collaboration with the regional FATF-
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style regional bodies and other partners such as the UN, the FATF has completed work to
support countries around the world in combatting terrorist financing…
Promote more effective domestic coordination and international cooperation to combat the
financing of terrorism. This includes the FATF working closely with the FATF Regional bodies,
and other key partners such as the UN.
https://www.fatf-gafi.org/publications/fatfgeneral/documents/terroristfinancing.html

With new laws in place following 9/11, an understanding of how money laundering works is an
important step to identify and prevent this crime. There are three states of money laundering,
Placement, Layering and Integration.

63





Stage 1: Criminal proceeds are transferred to, or collected by, the professional many
launderer.
Stage 2: Professional money launderers execute layering stage.
Stage 3: Laundered funds are handed back to clients for investment or asset acquisition.

Federal Agencies
 Board of Governors of the Federal Reserve System (FRB)
 Department of Homeland Security (DHS)
 Federal Bureau of Investigation (FBI)
 Federal Deposit Insurance Corporation (FDIC)
 Financial Crimes Enforcement Network (FinCEN)
 Government Accountability Office (GAO)
 Internal Revenue Service Criminal Investigations (IRS-CI)
 National Credit Union Administration (NCUA)
 Office of Foreign Asset Control (OFAC)
 Office of National Drug Control Policy (ONDCP)
 Securities and Exchange Commission (SEC)
 U.S. State Department
 United States Immigrant and Customs Enforcement (ICE)

International Organizations
 Basel Committee on Banking Supervision (BASEL)
 Financial Action Task Force (FATF)
 International Monetary Fund
 The Wolfsberg Group
 United Nations Office on Drugs and Crimes (UNODC)

New York State requires life insurance producers to maintain compliance with Federal antimoney laundering standards. While notable NYDFS action to combat money laundering have
involved banking institutions, insurance schemes remain a concern and necessitate vigilance.
New York prosecutes money laundering crimes under Penal Law Article 470.
Chapter 3 Review
Types of life insurance include Industrial Life, Ordinary Life, Credit Life (group individual)
and Group Life.
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Ownership of life insurance has been falling among households in the lower and middle-income
categories.
Use of an electronic signature shall have the same validity and effect as the use of a signature
affixed by hand.
Broker Service Fee records (Insurance Law Section 2119), which must be maintained for 3 years.
Insurance records must be kept for 6 years from the date the policy is no longer in force.
Original paper records, converted into an electronic format, do not need to be maintained.
Regulation 60 is a major consumer protection that requires clear side-by-side comparison of
coverage in a disclosure to consumers known as a “Definition of Replacement”.
Under Regulation 187, Life insurance companies must ensure producers who recommend their
products are trained to the “best interest standard of care” standard.
A statement that suggests a consumer make a purchase is a recommendation.
With respect to Life insurance and Annuity sales, recommendations made must be based on
careful, skilled and prudent evaluation of relevant suitability information for each individual
consumer.
Regulation 60, a disclosure requirement, is intended to provide an understandable description
of an existing product compared to a replacement new product.
Money laundering is the criminal activity of moving illicit money through a series of
transactions that hide its origin.
Anti Money Laundering (AML) laws, under the PATRIOT Act, are used to assist Counter
Terrorism Financing (CTF).
There are three states of money laundering, Placement, Layering and Integration.
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Chapter 4 Accident and Health
Section 21 - Accident and Health Insurance Producers
Insurance producers are colloquially sorted into two main groups, Life (life accident and health)
and P&C (property & casualty). However, not all life producers hold the accident and health line
of authority and not all accident and health producers hold the life line of authority. Property
Casualty producers do hold the accident and health line of authority although Personal Lines
producers are limited to home and auto lines.
An Accident and Health insurance license is one line of authority. Section 1113, Subsection
(3) of the Insurance Law, Kinds of insurance authorized, defines Accident and Health insurance,
however that definition does not use “health” in its language but does use the term “sickness”.
Accident, under the definition, is death of personal injury by accident. Sickness, ailment or
bodily injury is the second part of the definition, rather than health. The definition also mentions
disability and family leave.
(3) "Accident and health insurance," means (i) insurance against death or personal injury by
accident or by any specified kind or kinds of accident and insurance against sickness, ailment or
bodily injury, including insurance providing disability and family leave benefits pursuant to
article nine of the workers' compensation law, except as specified in item (ii) hereof; and (ii)
non-cancelable disability insurance, meaning insurance against disability resulting from sickness,
ailment or bodily injury (but excluding insurance solely against accidental injury) under any
contract which does not give the insurer the option to cancel or otherwise terminate the
contract at or after one year from its effective date or renewal date.
https://www.nysenate.gov/legislation/laws/ISC/1113

In reading Insurance Law, as is the case with most sections of Law, references to other noninsurance Articles are common. Insurance Law Section 1113, Subsection (3) mentions Workers
Compensation Law, with which insurance producers may also need to be familiar. Also
referenced in Section 1113 is New York State Public Health Law and Federal Internal Revenue
Code (Law). When additional citations of Law are made, it is important to have an
understanding of those statutes in order to ensure full compliance with all laws, not simply
compliance with Insurance Law.
Article 9 of the Workers Compensation Law is titled Disability Benefits. The more complete
title, Section 200, states “This article shall be known and may be cited as the ‘disability benefits
law and the paid family leave benefits law.’” New York State requires that every employee is
provided with Workers Compensation, which covers injuries and illness suffered on the job
or work related, as well as statutory Disability insurance, which covers injuries sustained off
the job and pregnancy. These coverages are often secured by P&C producers along with
business general liability coverages. However, Accident and Health producers may secure them
as well.
Distinguishing the difference in coverage between a health insurance policy and accident
coverage provided elsewhere, including the personal injury protections included in automobile
policies, may be confusing to consumers. Home and Auto insurance policies provide for
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“Medical Payments”, though coverage is limited to a dollar amount in the Declarations and
situations described in the policy.
HOMEOWNERS 3 SPECIAL FORM
SECTION II – LIABILITY COVERAGES
COVERAGE F – Medical Payments To Others

We will pay the necessary medical expenses that are incurred or medically ascertained within
three years from the date of an accident causing "bodily injury." Medical expenses mean
reasonable charges for medical, surgical, x-ray, dental, ambulance, hospital, professional nursing,
prosthetic devices and funeral services. This coverage does not apply to you or regular residents
of your household except "residence employees." As to others, this coverage applies only:
1. To a person on the "insured location" with the permission of an "insured"; or
2. To a person off the "insured location," if the "bodily injury":
a. Arises out of a condition on the "insured location" or the ways immediately
adjoining;
b. Is caused by the activities of an "insured";
c. Is caused by a "residence employee" in the course of the "residence
employee's" employment by an "insured"; or
d. Is caused by an animal owned by or in the care of an "insured."

Although there are other examples of accident and health coverage throughout the insurance
industry, health insurance policies are the primary coverage source for individual medical care
coverage. New York State has one of the highest rates of individuals covered by a health
insurance plan with 94.6% covered. Texas had the highest rate of uninsured individuals with
17.7% uninsured in 2018, according to the US Census Bureau.
Number and Percentage of People Without Health Insurance Coverage by State: 2018
https://www2.census.gov/programs-surveys/demo/tables/p60/267/table6.pdf
State
United States
New York
Texas

Medicaid Expansion State?

Uninsured (,000's)

2018 Uninsured

Yes
No

28,566
1,041
5,003

8.9
5.4
17.7

In 2010, the US health insurance industry received the biggest shakeup since the Health
Maintenance Organization Act of 1973, when the Patient Protection and Affordable Care Act
(PPACA or ACA) was signed into Law. The new Act implemented sweeping reforms for
employees and employers, medical care providers, insurers, as well as individual state
governments. The ACA, over several years, affected nearly every sector of the health insurance
and health care delivery system in the United States.
The ACA placed a new requirement for all individuals to be covered by health insurance,
or pay a tax penalty, a provision that was eliminated in 2019. Despite eliminating the tax
penalty for individuals without health insurance coverage, the ACA in whole is largely
responsible for bringing the level of uninsured in New York to record lows.
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Individual Mandate
The individual mandate provision of the PPACA was designed in part to expand the risk pool for
insurers by adding younger and healthier people who previously were not covered by health
insurance.
In December of 2017 President Trump signed the Tax Cuts and Jobs Act of 2017 which
eliminated the federal tax penalty for violating the individual mandate provision of the PPACA.
Employer Shared Responsibility (Employer Mandate)
Under the Affordable Care Act’s employer shared responsibility provisions, certain employers
(called applicable large employers or ALEs) must either offer minimum essential coverage that is
“affordable” and that provides “minimum value” to their full-time employees (and their
dependents), or potentially make an employer shared responsibility payment to the IRS. The
employer shared responsibility provisions are sometimes referred to as “the employer
mandate” or “the pay or play provisions.” The vast majority of employers will fall below the ALE
threshold number of employees and, therefore, will not be subject to the employer shared
responsibility provisions.
https://www.irs.gov/affordable-care-act/employers/employer-shared-responsibilityprovisions#:~:text=Under%20the%20Affordable%20Care%20Act's,dependents)%2C%20or%20po
tentially%20make%20an
Medicaid Expansion
Expand Medicaid to all non-Medicare eligible individuals under age 65 (children, pregnant
women, parents, and adults without dependent children) with incomes up to 133% FPL based
on modified adjusted gross income (as under current law undocumented immigrants are not
eligible for Medicaid). All newly eligible adults will be guaranteed a benchmark benefit package
that meets the essential health benefits available through the Exchanges.
https://www.kff.org/health-reform/fact-sheet/summary-of-the-affordable-care-act/
HEALTH INSURANCE EXCHANGES
Creation and structure of health insurance exchanges
Create state-based American Health Benefit Exchanges and Small Business Health
Options Program (SHOP) Exchanges, administered by a governmental agency or nonprofit organization, through which individuals and small businesses with up to 100
employees can purchase qualified coverage. Permit states to allow businesses with
more than 100 employees to purchase coverage in the SHOP Exchange beginning in
2017. States may form regional Exchanges or allow more than one Exchange to operate
in a state as long as each Exchange serves a distinct geographic area. (Funding available
to states to establish Exchanges within one year of enactment and until January 1, 2015)
Benefit tiers


Create four benefit categories of plans plus a separate catastrophic plan to be
offered through the Exchange, and in the individual and small group markets:
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Bronze plan represents minimum creditable coverage and provides the essential
health benefits, cover 60% of the benefit costs of the plan, with an out-of-pocket
limit equal to the Health Savings Account (HSA) current law limit ($5,950 for
individuals and $11,900 for families in 2010);



Silver plan provides the essential health benefits, covers 70% of the benefit costs of
the plan, with the HSA out-of-pocket limits;



Gold plan provides the essential health benefits, covers 80% of the benefit costs of
the plan, with the HSA out-of-pocket limits;



Platinum plan provides the essential health benefits, covers 90% of the benefit costs
of the plan, with the HSA out-of-pocket limits;



Catastrophic plan available to those up to age 30 or to those who are exempt from
the mandate to purchase coverage and provides catastrophic coverage only with
the coverage level set at the HSA current law levels except that prevention benefits
and coverage for three primary care visits would be exempt from the deductible.
This plan is only available in the individual market.



Reduce the out-of-pocket limits for those with incomes up to 400% FPL to the
following levels:



100-200% FPL: one-third of the HSA limits ($1,983/individual and $3,967/family);



200-300% FPL: one-half of the HSA limits ($2,975/individual and $5,950/family);

300-400% FPL: two-thirds of the HSA limits ($3,987/individual and $7,973/family).
These out-of-pocket reductions are applied within the actuarial limits of the plan and
will not increase the actuarial value of the plan.
https://www.kff.org/health-reform/fact-sheet/summary-of-the-affordable-care-act/


Health insurance plans must be “qualified plans” in compliance with the ACA. A qualified
plan provides at least the minimal “essential benefits” under the ACA. The 10 essential health
benefits are:











Ambulatory patient services (outpatient care you get without being admitted to a hospital)
Emergency services
Hospitalization (like surgery and overnight stays)
Pregnancy, maternity, and newborn care (both before and after birth)
Mental health and substance use disorder services, including behavioral health treatment
(this includes counseling and psychotherapy)
Prescription drugs
Rehabilitative and habilitative services and devices (services and devices to help people with
injuries, disabilities, or chronic conditions gain or recover mental and physical skills)
Laboratory services
Preventive and wellness services and chronic disease management
Pediatric services, including oral and vision care (but adult dental and vision coverage aren’t
essential health benefits)

In New York State, roughly half of all individuals have health insurance provided through
employer sponsored health insurance plans.
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Location
US
NY

Employer
49%
49%

Non-Group
6%
6%

Medicaid
20%
26%

Medicare
14%
13%

Military
1%
1%

Uninsured
9%
5%

https://www.kff.org/other/state-indicator/totalpopulation/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D

New York is one of 13 states to manage their own health insurance exchange. 6 states manage
their exchange through the federal platform while the remainder of states provide access
exclusively through the federal platform. Healthcare.gov is the federal exchange website where
any individual can search for insurance nationwide. The New York exchange is
nystateofhealth.ny.gov. Accident and Health licensees are required to complete an approved
New York State of Health (NYSOF) Marketplace Certification Course.

Child Health Plus
Since 1990, there has been a significant effort to provide health insurance coverage for New
York’s children and un-insured adults. Healthy NY, Child Health Plus and Family Health
Plus have made great strides in achieving this objective. The Child Health Plus program started
in 1990 with children up to 13 years of age living in families with income below 222% of the
Federal Poverty Level (FPL) eligible. The age limit was raised to 17 in 1996 and to 19 in 1997.
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New York State has a health insurance plan for kids, called Child Health Plus. Depending on your family's
income, your child may be eligible to join either Children's Medicaid or Child Health Plus. Both Children's
Medicaid and Child Health Plus are available through dozens of providers throughout the state.
Starting January 1, 2014, you can apply for Child Health Plus coverage through the New York State of
Health Marketplace:
https://nystateofhealth.gov

The New York Child Health Plus program was a model for the Federal Children’s Health
Insurance Program (CHIP) which was introduced in 1997. The Federal Law provided
matching funds to states to provide health coverage to children in families with incomes to high
to qualify for Medicaid, but who cannot afford the cost of private coverage.
The ACA expanded coverage for children, through the expanded coverage under Medicaid as
well as required pediatric services in health plans including dental, vision and mental health.
CHIP allowed a family health insurance plan to maintain coverage for children until they reached
age 19, while the ACA extended coverage for children to age 26. New York State has a
separate law, Chapter 240 of the Laws of 2009, which modified Insurance Law to allow health
insurance coverage for an unmarried child to be extended through age 29, under certain
circumstances. Authors of the law cited the high uninsured rate among those aged 19 to 29 in
their support for passage in the 2009-2010 New York State Legislative Session.
A9038 (ACTIVE) - DETAILS
See Senate Version of this Bill: S6030
Law Section: Insurance Law
Laws Affected: Amd §§3216, 3221, 4235, 4304 & 4305, Ins L
A9038 (ACTIVE) - SUMMARY
Provides for the extension of health insurance coverage to the unmarried child of an insured
through the age of 29 years.
STATEMENT OF SUPPORT:
Uninsured young adults between the age of 19 through 29 represent 31 percent of New York
State's total uninsured population. These individuals -- sometimes referred to as "young
invincibles" -- often lose their health coverage at the age of 19, or upon graduation from high
school or college. Young adults are often employed in entry-level jobs and may work for
employers that do not provide (or contribute to the cost of) health insurance. As such, young
adults are often unable to afford individual direct payment insurance and frequently choose to
go uninsured.
This bill expands access to health insurance through a COBRA-like benefit for young adults by
requiring commercial insurers, non-profit corporations and HMOs to offer an option to continue
coverage for unmarried young adults through age 29, regardless of financial dependence, under
a parent's group health insurance policy. The bill would not require employers to contribute to
the cost of coverage.
This bill also extends a make available option to individuals, employers, and other group health
insurance consumers to permit them to buy family coverage which includes coverage for
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dependents through age 29 subject to certain criteria. Insurers must extend the option to
purchase at policy inception and, for group policies, upon each anniversary date.

Section 22 - Long Term Care
The Accident and Health line of authority also allows producers to run a fine line along the side
of the life insurance industry with the sale of long term care insurance (LTC). Long term care
is the assistance a person needs to perform the basic personal tasks of life, including eating,
bathing and housework as well as some medical care. Long term care insurance is an
accident and health policy that may be sold by brokers or Life Accident and Health agents,
however Life only producers do not have authority to sell Long Term Care policies.
Question
Who is authorized to sell Long Term Care insurance in New York?
Answer
A New York licensed producer who has the accident/health line of authority on their agent
license issued under Section 2103(a) of the Insurance Law (prefix of LA), or on their broker
license issued under Section 2104 (b)(1)(A) of the Insurance Law (prefix of LB) or is a licensed
broker under Section 2104(B) of the Insurance Law (prefix of BR) is authorized to sell long term
care insurance in New York.
To sell partnership, please contact the Department of Health.
https://www.dfs.ny.gov/node/16846

The sale of long term care insurance is most often part of a financial plan for an individual.
The cost of LTC insurance coverage is often prohibitive for individuals with limited income.
The cost of long term care can be significant for individuals who remain in their own home. The
cost of skilled nursing home care can exceed $125,000 per year.

Estimated Average Rates by Region
Region

Daily Rate

Annual Rate

Central

$344

$125,412

Long Island

$441

$160,884

New York City

$422

$154,128

Northeastern

$371

$135,540

Northern Metropolitan

$421

$153,660

Western - Buffalo

$352

$128,640
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Region

Daily Rate

Western - Rochester

$410

Annual Rate
$149,520

https://nyspltc.health.ny.gov/rates.htm (8/18/2020)

Many individuals without financial resources sufficient to cover the costs of care as they age rely
on coverage under Medicaid. Medicaid is an assistance program for low income individuals.
Individuals with assets, even small assets, may be required to spend down funds to be eligible for
assistance. Medicare only covers limited skilled nursing home care.
It is important to note that Medicare Part A provides hospitalization coverage. Medicare
Part B provides medical insurance and skilled nursing care coverage and is only provided
under specific conditions for up to 100 days in a benefit period or policy year. Medicare
benefit payments are limited and may require coinsurance payments.
Nursing home care
Medicare doesn't cover custodial care, if it's the only care you need. Most nursing home care
is custodial care. Custodial care helps you with activities of daily living (like bathing, dressing,
using the bathroom, and eating) or personal needs that could be done safely and reasonably
without professional skills or training. Medicare Part A (Hospital Insurance) may cover care in a
certified skilled nursing facility (SNF). It must be medically necessary for you to have skilled
nursing care (like changing sterile dressings).
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https://www.medicare.gov/coverage/nursing-home-care

Individuals with significant financial resources, accessible through retirement savings or other
means, may benefit from purchasing long term care insurance to cover the costs of care, rather
than paying out of pocket for care. Financial advisors, accountants, attorneys or other
professionals involved with the planning of estate or wealth management may refer to the
financial benefits of long term care insurance with individual clients, however a life only
producer, accountant or attorney may not sell long term care insurance as the Accident and
Health line of authority is required by law.
Chapter 4 review
Accident and Health insurance license is one line of authority.
New York State requires that every employee is provided with Workers Compensation, and
statutory Disability insurance.
Workers Compensation covers injuries sustained on the job.
Disability insurance provides benefits to workers hurt off the job and during pregnancy.
New York State has one of the highest rates of individuals covered by a health insurance plan
with 94.6% covered.
The ACA requirement for all individuals to be covered by health insurance, or pay a tax penalty,
the individual mandate, was eliminated in 2019.
A qualified health insurance plan provides at least the minimal “essential benefits” under the
ACA.
The New York health insurance exchange is nystateofhealth.ny.gov.
The Federal Children’s Health Insurance Program (CHIP) was introduced in 1997.
The ACA extended coverage for children to age 26.
New York State has an Insurance Law which allows health insurance coverage for an
unmarried child may to be extended through age 29.
The sale of long term care insurance is most often part of a financial plan for an individual.
Medicaid is an assistance program for low income individuals.
Medicare Part A provides hospitalization coverage.
Medicare Part B provides medical insurance.
Medicare benefit payments are limited and may require coinsurance payments.
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Chapter 5 Property and Casualty
Section 23 - P&C insurance
The Property and Casualty producer handles nearly every insurance product not written by Life
or Accident & Health licensees. P&C producers write the very common auto and homeowners
policies and the very rare space and satellite insurance.
A Closer Look at Rocket Insurance, a Peculiar Branch of the Space Industry

Over the past few decades, rocket launches have become more frequent and more safe. The
failure rate of space missions—manned and unmanned alike—has steadily declined from the
near 20 percent level in the early 1960s to low single digits in the 2010s, which in effect has
made the cost of insuring these launches go down (yes, rockets need insurance just like cars),
and space insurance seem like a pretty good business.
https://observer.com/2019/09/space-insurance-rocket-satellite-industry-analysis/

Property insurance covers damage to the physical and tangible, property, while casualty
covers the insured’s liability for unintentional harm to others. Indemnity a contractual
agreement between two parties whereby one party agrees to pay for potential losses or
damages caused by another party. Unintended events happen at small scale and large. The
result of forgetting to set a parking brake, which allows a car to roll into a tree, is a covered loss
under an auto policy’s comprehensive provision, as is damage resulting from a hailstorm.
Property—insurance coverage for the direct or consequential loss or damage to property of
every kind.
Casualty—insurance coverage against legal liability, including that for death, injury or disability
or damage to real or personal property
(NAIC Model Laws, Regulations, Guidelines and Other Resources—January 2005)
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The most common Property/Casualty products, those which cover most Americans, are auto and
homeowners insurance. These two product lines have developed over time to be robust packages
of property and liability protection. Previous Insurance Training Institute courses have provided
in-depth study in the transformation of each product offering, from their first issuance to the
modern coverage of today.
The modern auto insurance policy provides first party and third party coverage. The first
party coverages are Personal Injury Protection (PIP), or No Fault insurance, Supplemental
Uninsured or Underinsured Motorist coverage and Comprehensive and Collision if purchased.
The third party coverage is Liability and Supplemental Spousal Liability if applicable.
Section 24 - Auto Liability
Auto liability insurance provides coverage for damage caused by the insured to other people or
their property. New York State raised the minimum auto liability insurance limit in 1995 to
$25,000 per person, $50,000 per accident and $10,000 in property damage (25/50/10).
Higher limits of insurance are available and additional coverage for liability is available from an
Umbrella or excess liability. In 2018 New York required motor vehicle liability insurance
policies provide SUM limits which are equal to bodily injury liability limits of coverage, unless
the first named insured declines or selects a lower SUM limit of coverage.
Under the SUM law a personal auto policy with increased liability limits (example: $100,000
per person and $300,000 per accident) must be provided with matching SUM limits, unless the
purchaser declines the additional coverage.

The standard New York auto insurance policy has three basic components, liability for personal
injury to others, liability for damage to property of others and uninsured or underinsured motorist
coverage (SUM). New York auto insurance policies include Personal Injury Protection
(PIP), also called No Fault coverage, which provides first party benefits such as medical or
lost wages.
SUM Coverage
An important part of the compulsory insurance model is the inclusion of un-insured and underinsured motorist coverage to supplement the policy. Supplemental Uninsured/Underinsured
Motorist Coverage (SUM) must meet the minimum state liability limit, currently set at $25,000
per person and $50,000 per accident. Higher limits for SUM coverage can be purchased along
with higher liability limits. However, SUM coverage cannot exceed liability coverage. New York
now requires SUM coverage to match liability coverage unless the policyholder specifically opts
out. For example, a policy with $100,000/$300,000/$50,000 in liability limits should have SUM
coverage of $100,000/$300,000.
No Fault
New York State enacted the “Comprehensive Automobile Insurance Reparations Act”,
commonly known as No-Fault Insurance, in 1974. No-Fault insurance in New York State is also
referred to as Personal Injury Protection (PIP) coverage. All auto insurance policies in New York
are required to provide $50,000 in coverage. Insureds can purchase additional coverage, known
as Additional PIP, or APIP, in the amount of $50,000, bringing their total benefit to $100,000.
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(An individual can be refused PIP benefits in New York while committing a felony.)
Supplemental Spousal Liability Insurance
While your automobile liability insurance policy provides coverage for every passenger in your
vehicle injured in an accident caused by the driver’s negligence, until recently it likely did not
provide any liability coverage when the injured passenger is your spouse. In 2002, the state
legislature passed a law requiring insurers to offer their policyholders the opportunity to
purchase supplemental spousal liability coverage beginning January 1, 2003. This insurance
covers the liability of an insured because of the death of or injury to his or her spouse for the
liability insurance limits provided under the policy. Initially, a policyowner was required to
request this additional coverage from their insurer and pay an additional premium for it unless
your company is providing this coverage at no charge. Today, many insurers automatically
provide Spousal Liability coverage.
Comprehensive
This is the broadest form of coverage and will provide for any loss except for collision or
overturn of the vehicle. An example is a deer crashing into the side of the vehicle.
Collision
Sudden damage to a vehicle caused by it coming in contact with another object. This definition
is usually modified by terms and conditions in an automobile insurance policy.

Section 25 - Homeowners
The most common homeowners policy form is the HO3. The HO3 is one of eight forms
developed by the Insurance Services Office, now Verisk, to standardize policy coverages. The
HO-1 is the most basic policy for single family homes and is seldom used. The HO-4 is a renters
policy form and the HO-6 is designed for owners of Condominiums.
Home Owners Policy
A multi-line policy for owner occupied residences. Homeowner’s policies provide property and
liability coverage for dwelling and other structures and personal property. The basic limit for
personal liability coverage is $100,000. The conditions section of the policy states that the
insured must file a proof of loss statement.

The HO-3 homeowners policy provides property and liability coverage. The HO3 is a
named perils coverage with specific exclusions. The policy has two main Section. Section I
covers property and Section II covers Liability.
Section I Coverage
A – Dwelling
B – Other Structures
C – Personal Property
D – Loss of Use
E – Additional Coverages
Section I Perils insured Against
Fire or Lightning
Windstorm or Hail
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Explosion
Riot or Civil Commotion
Aircraft
Vehicles
Smoke
Falling Objects
Theft
Volcanic Eruption
Cracking, Bulging
Freezing
Art, Electric Current
Vandalism
Weight of Ice, Snow
Water or Stream
Section I Exclusions
Section II Liability Coverage
A Coverage E – Personal Liability
B Coverage F – Medical Payments to Others
Section II Exclusions

Section 26 - Disasters
The Property/Casualty industry is regulated to ensure that carriers have sufficient reserves to
manage claims from policyholders. When large scale events occur, however, the normal process
of claims management can fail to meet the needs of the insured public. New York experiences
the need for a declaration of a “state of emergency” more frequently than the industry or the
public would like, yet there is no effective control over what nature delivers and other
catastrophic events do happen.
A state of emergency may be declared at the State or National level. At the state level,
Article 2-B of the Executive Law gives the Governor significant authority to respond to disaster
situations occurring naturally or man-made.
Starting in 1996 New York Property and Casualty insurers were required to provide
statistics on losses following each declared state of emergency as directed under Circular
Letter #5.
When an emergency or disaster situation occurs in New York State, the Insurance Department is
called upon to provide the Governor and State Emergency Management Office (SEMO) with
available information regarding the amount and extent of property losses. This is important in
that the Governor relies on this information, in part, in order to determine whether to request a
federal disaster declaration. Accordingly, all licensed insurers are requested to assist this
Department in obtaining all necessary information in order to accomplish the above objective.
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On May 10, 2001 Circular Letter No. 11 effectively replaced the 1996 directive with an updated
and expanded disaster preparedness plan. CL #11 pushed insurers to play a larger role in quickly
determining the extent of disaster losses, developed a New York State Insurance Disaster
Response Plan and encouraged all property/casualty insurers to participate in a new Insurance
Disaster Coalition. These efforts were designed to work in conjunction with the State
Emergency Management Office. Among the provisions were a requirement for insurers to
provide the State with a listing of disaster liaisons including telephone and cell phone
numbers, to be used if and when necessary under a declared state of emergency.
In 2004 the disaster planning, preparedness and response directive was expanded to include
virtually all New York authorized insurers. The prior Circular Letter and Supplements were
again replaced. The directive has been modified and replaced several times and Circular Letter
No. 5 of 2019 is the most recently published guidance to the Property Casualty industry on
Disaster Planning, Preparedness, and Response by the Property/Casualty Insurance Industry.
Insurance Circular Letter No. 5 (2019)
April 17, 2019
TO: All authorized property/casualty insurance companies, co-operative property/casualty
insurance companies, financial guaranty insurance corporations, mortgage guaranty insurance
companies, title insurance corporations, non-profit property/casualty insurance companies,
reciprocal insurers, captive insurance companies, New York State Insurance Fund, New York
Property Insurance Underwriting Association, New York Medical Malpractice Insurance Plan,
New York Automobile Insurance Plan, Motor Vehicle Accident Indemnification Corporation,
rate service organizations, and Excess Line Association of New York
RE: Disaster Planning, Preparedness, and Response by the Property/Casualty Insurance
Industry
STATUTORY AND REGULATORY REFERENCES: Insurance Law Sections 308, 2108(n), 2130, and
7001 and Articles 52, 53, 54, and 55; Financial Services Law Section 202; and 11 NYCRR 243
(Insurance Regulation 152), 11 NYCRR 420 (Insurance Regulation 169), and 11 NYCRR 421
(Insurance Regulation 173).
I. Summary
Experience teaches us that disasters – crippling storms, terrorist attacks, cybersecurity breaches
– can happen unexpectedly, meaning that we must be prepared to respond at every level if such
an event occurs. This circular letter sets forth the standards expected of authorized
property/casualty insurers, co-operative property/casualty insurance companies, financial
guaranty insurance companies, mortgage guaranty insurance companies, title insurance
companies, non-profit property/casualty insurance companies, reciprocal insurers, captive
insurance companies, the New York State Insurance Fund, the New York Property Insurance
Underwriting Association, the New York Medical Malpractice Insurance Plan, the New York
Automobile Insurance Plan, the Motor Vehicle Accident Indemnification Corporation, rate
service organizations (“RSOs”), and the Excess Line Association of New York (“ELANY”)
(collectively, “addressees”) in planning and preparing for, and responding to, disasters occurring
anywhere in the world, including in New York State, that could affect an addressee’s ability to
continue doing business and servicing the people of New York State. This circular letter repeals
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and replaces Circular Letter No. 3 (2018). A separate circular letter covers disaster planning,
preparedness, and response by the life and health insurance industries.
II. Discussion
When a disaster occurs in New York, the New York State Department of Financial Services
(“Department”) provides the Governor and the New York State Office of Emergency
Management (“SOEM”) with critical information regarding the amount and extent of losses,
damages, personal injuries, and deaths resulting from the disaster. Based on this information,
the Governor determines whether and when to request a federal disaster declaration and how
to prioritize the deployment of state assets.
The insurance industry has been identified as a key resource in providing early assessments of
losses, damages, personal injuries, and deaths arising from disasters, and plays an important
role in quantifying the magnitude of losses, damages, personal injuries, and deaths, whether
insured or uninsured, and in determining the appropriate response to the disaster. Accordingly,
all addressees should assist the Department with obtaining necessary information before,
during, and after a disaster.
An integral part of the response to any disaster is the Department’s Insurance Emergency
Operations Center (“IEOC”), which is staffed by insurance industry disaster liaisons and
Department representatives, and which coordinates disaster responses. The Superintendent of
Financial Services (“Superintendent”) will activate the IEOC in accordance with the nature and
extent of the disaster. Where possible, the Superintendent will consult with the insurance
industry before activating the IEOC.
A. Before a Disaster Strikes
1. Pre-Disaster Data Survey
This section applies to an addressee, other than an RSO or ELANY, with New York direct written
premium reported on page 19 of its last annual statement for any of the following lines of
insurance:
 01. Fire
 02.1 Allied Lines
 02.2 Multiple Peril Crop
 02.3 Federal Flood
 03 Farmowners Multiple Peril
 04 Homeowners Multiple Peril
 05.1 Commercial Multiple Peril (Non-Liability Portion)
 12 Earthquake
 21.1 Private Passenger Auto Physical Damage
 21.2 Commercial Auto Physical Damage
Accurate, timely, and consistent information is of critical importance to the Governor and SOEM
during and after a disaster. In order for the Department to determine which addressees are the
largest insurance writers in each New York county so that the Department knows which
addressees to contact in the event of a disaster, an addressee must submit, pursuant to
Insurance Law § 308, a response to the Department’s pre-disaster data survey, which is available
on the Department’s website. With regard to private passenger and commercial auto physical
damage lines of insurance, the survey requests the number of motor vehicles covered and the
number of policies in-force broken down by county. For the purpose of this survey, “motor
vehicle” is used in the broadest sense to mean any vehicle covered by the private passenger and
commercial auto physical damage lines of insurance, including automobiles, trucks, trailers, vans,
motorcycles, and all-terrain vehicles. With regard to the non-motor vehicle lines of insurance
listed above, the survey requests the amount of insurance in-force (gross exposure) and the
number of policies in-force broken down by county.
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The Department will use the responses it receives to apportion corporate emergency access
system adjuster cards as described in Supplement No. 1 to Circular Letter No. 8 (2007).
2. Business Continuity and Disaster Response Plans
Each addressee should perform regularly a business impact analysis to predict the consequences
of disruption of a business function and process as a result of a disaster, and to gather
information needed to develop recovery strategies. The business impact analysis should identify
the operational and financial impacts resulting from the disruption of business functions and
processes and should consider the following, at a minimum, as relevant: (a) the point in time
when a business interruption would have a greater impact, such as a particular season or the
end of the month or quarter; (b) the amount of time before which the business interruption
would have an operational or financial impact; (c) the operational and financial impact of
physical damage to buildings; damage to or breakdown of machinery, systems, or equipment;
restricted access to a site or building; a utility outage; damage to or loss or corruption of
information technology; and absenteeism of essential employees; (d) resources needed for the
business to continue to function at varying levels of disruption; and (e) potential for
dissatisfaction or defection by policyholders, contract holders, insureds, third-party claimants,
and health service providers (collectively, “customers”).
An addressee should use the results of this analysis to establish, maintain, and periodically
update a business continuity plan. Each addressee, other than ELANY, an RSO, or a financial
guaranty insurer, also should perform regularly a risk-based analysis of its capacity to assist
customers in New York State affected by a disaster occurring anywhere in the world, including in
New York State, and should use the results of this analysis to establish, maintain, and
periodically update a disaster response plan that takes into account the results of the analysis.
The business continuity and disaster response plans should be separate documents.
The Department recognizes that size, lines of business, and corporate structure varies among
addressees. Therefore, business continuity and disaster response plans should be appropriate
for the nature, scale, and complexity of the addressee and the business it writes or conducts,
and should adhere to the standards set forth in this circular letter, as relevant.
The Department understands that certain addressees are members of holding company systems
under Insurance Law Article 15 or are subsidiaries of domestic insurers under Insurance Law
Article 16 (collectively, “groups”). An addressee may be covered under a business continuity or
disaster response plan established by the holding company, parent domestic insurer, or another
member of the group. In such cases, the addressee should be prepared to demonstrate to the
Department that the plan provides for the needs of the addressee and its customers. If the plan
does not do so, or if, in the Department’s judgment, the plan, as applied to the addressee, is
inadequate, then the Department will ask the addressee to establish its own business continuity
or disaster response plan.
An addressee that is a captive insurer may be covered under a business continuity or disaster
response plan established by an industrial insured, as defined in Insurance Law § 7002(e). In
such cases, the addressee should be prepared to demonstrate to the Department that the plan
provides for the needs of the addressee and any third-party claimant. If the plan does not do so,
or if, in the Department’s judgment, the plan as applied to the addressee, is inadequate, then
the Department will ask the addressee to establish its own business continuity or disaster
response plan.
a. Business Continuity Plan and Questionnaire
A business continuity plan should, at a minimum, address the following items, as relevant:
a.
define the scope, objectives, and assumptions of the business continuity plan;
b.
define the roles and responsibilities of employees;
c.
identify the lines of authority, succession of management, and delegation of authority;
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d.
e.
f.
g.
h.

address interaction with external business entities, including contractors and vendors;
include results of a business impact analysis;
identify recovery time objectives for business processes and information technology;
identify the recovery point objective for data restoration;
set forth detailed procedures, resource requirements, and logistics for execution of all
recovery strategies;
i.
set forth detailed procedures, resource requirements, and logistics for relocation to
alternate worksites;
j.
set forth detailed procedures, resource requirements, and a data restoration plan for
the recovery of information technology, such as networks and required connectivity,
servers, computers, wireless devices, applications, and data;
k.
document all forms and resource requirements for all manual workarounds;
l.
define procedures for incident detection and reporting, alerts and notifications,
business continuity plan activation, emergency operations center activation, damage
assessment and situation analysis, and the development and approval of an incident
action plan;
m. describe a training curriculum for business continuity team members;
n.
set forth a testing schedule, procedures, and forms for business recovery strategies and
information technology recovery strategies;
o.
set forth a schedule, triggers, and assignments for the periodic review of the business
continuity plan; and
p.
set forth a corrective action program to address deficiencies.
The business continuity plan should be reviewed and approved on at least an annual basis by
either the addressee’s or the group member’s (1) board of directors, or appropriate committee
thereof, or (2) governing body.
Addressees located in the same geographic area may find it cost-effective to pool their
resources and establish shared facilities, such as shared alternate worksites, in the event their
business functions and processes are disrupted as a result of a disaster. The Department
encourages this kind of cooperative approach, provided that: (1) the addressees maintain
separate management and operations; (2) an addressee does not disclose confidential customer
information without appropriate consent; and (3) an addressee maintains records in compliance
with 11 NYCRR 243 (Insurance Regulation 152), 11 NYCRR 420 (Insurance Regulation 169), and
11 NYCRR 421 (Insurance Regulation 173).
b. Disaster Response Plan and Questionnaire
A disaster response plan should, at a minimum, address the following items, as relevant:
a. the jurisdiction in which the addressee is domiciled;
b. the address of the addressee’s headquarters;
c. the addresses of the addressee’s offices where the following is handled for policies or
contracts issued or delivered in New York: (i) claims; (ii) policy or contract changes; (iii)
premium payments; and (iv) any other policy or contract holder services or administration;
d. the kinds of insurance products sold or administered by the addressee;
e. the methodology the addressee uses for identifying a disaster and determining whether
the addressee should activate all or part of its disaster response plan;
f. the name and title of the person responsible for activating the disaster response plan
and for deactivating the plan;
g. the name and title of the person responsible for monitoring the disaster response plan;
h. the responsibilities and reporting authority of the disaster response team;

82

i. the names of and contact information for the addressee’s primary and secondary
employees who are available during and after a disaster to relay information between the
addressee and the Department (“disaster liaisons”);
j. the names of and contact information for the addressee’s primary and secondary
employees who have control of the addressee’s disaster operations (“disaster leaders”);
k. the way in which the addressee trains its employees and agents to assist customers
during and after a disaster;
l. the way in which the addressee will provide additional or alternative claims and
customer service handling capacity and procedures, including ensuring that there are
adequate personnel and information technology systems;
m. if the addressee uses an independent adjuster or managing general agent (“MGA”), then
the way in which the independent adjuster or MGA will provide additional or alternative
claims and customer service handling capacity and procedures, including when the
independent adjuster or MGA may be located in the disaster-affected area;
n. the steps the addressee will take to notify, in a timely manner, the addressee’s
customers of any procedural changes;
o. the steps the addressee will take to notify, in a timely manner, insurance producers or
insurance adjusters of any procedural changes made in response to a disaster;
p. the additional or alternative communication channels the addressee will use to
communicate with insurance producers or insurance adjusters located in or servicing a
disaster-affected area;
q. if an addressee supplies facilities and equipment for insurance producers, then the
alternate facilities or equipment the addressee will provide for producers affected by the
disaster;
r. the additional or alternative procedures an addressee will use for detecting a fraudulent
insurance act during and after a disaster; and
s. the methodology the addressee uses to test the disaster response plan and the
frequency of testing.
The disaster response plan should be reviewed and approved on at least an annual basis by
either the addressee’s or the group member’s (1) board of directors, or appropriate committee
thereof, or (2) governing body.;
c. Storage of Business Continuity and Disaster Response Plans
An addressee should distribute the business continuity and disaster response plans to all
relevant employees. The business continuity team leader and disaster leader should maintain a
master copy of the business continuity plan and disaster response plan, respectively. Copies of
the business continuity and disaster response plans should be stored at a secure off-site location
in a format that allows access if an addressee’s servers are down and allows for printing on
demand.
d. Filing of Pre-Disaster Data Survey, Disaster Response Plan, and
Questionnaires
By May 10, 2019, each addressee must submit a response to the pre-disaster data survey to the
Department, as applicable, pursuant to Insurance Law § 308. By June 28, 2019, each addressee
must submit to the Department a disaster response plan, a response to the disaster response
plan questionnaire, and a response to the business continuity plan questionnaire, as applicable,
pursuant to Insurance Law § 308. The electronic templates for the disaster response plan and
business continuity plan questionnaires, and instructions for their completion and submission,
are available on the Department’s website. An addressee should report to the Department as
soon as possible any change in the information requested by submitting an updated response to
the disaster response plan or business continuity plan questionnaire.
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When submitting a disaster response plan, an addressee must document that the relevant
board of directors, or appropriate committee thereof or, if there is no board of directors, then
the governing body, approved the disaster response plan. If the current disaster response plan is
the same as the last plan filed with the Department, then an addressee need not submit the
plan again. Rather, the addressee must submit a statement indicating that the previously filed
disaster response plan is still in effect.
A disaster response plan or the statement indicating that the previously filed disaster response
plan is still in effect should include the name of the addressee covered by the disaster response
plan, the addressee’s National Association of Insurance Commissioners (“NAIC”) number, and a
contact person’s name, e-mail address, and telephone number. In addition, an addressee should
submit a disaster response plan as a searchable document, such as an Adobe pdf file.
The Department requests that an addressee submit responses to the pre-disaster data survey, a
disaster response plan, a response to the disaster response plan questionnaire, and a response
to the business continuity plan questionnaire to the Department through the Department’s
portal application, though it may mail or deliver them to the Department as a hard copy. Please
name the file “Disaster Response Plan” when submitting a disaster response plan or the
aforementioned statement through the Department’s portal application.
If an addressee submits the documents as a hard copy, then the addressee should mail or
deliver the documents to the Department to the attention of Ashbert Carrington, Financial
Services Examiner 2, New York State Department of Financial Services, One State Street, 22nd
Floor, New York, NY 10004.
B. After a Disaster
1. Disaster Liaisons
After a disaster, the Superintendent may contact designated addressee disaster liaisons
representing addressees with the greatest amount of direct written premiums in the disaster
area. Disaster liaisons should be prepared to participate in the state’s disaster response plan as
follows:

the Department will arrange a conference call of the selected disaster liaisons, where
possible, following the occurrence of a disaster to discuss the disaster’s magnitude and the
scope of IEOC activation plans;

upon activation of the IEOC, disaster liaisons or their designees will be expected to staff
the IEOC at the Department’s offices in Albany or New York City or an alternative location,
as appropriate;

the Department will provide a fully-equipped IEOC at one of the aforementioned
locations;

the Department will continue to coordinate communications through ongoing
teleconference calls in order to plan staffing of the IEOC, discuss with each addressee’s
disaster liaison the addressee’s disaster operations, review each addressee’s disaster
response plan, and discuss disaster operations and emerging issues; and

disaster liaisons or their designees may be expected to remain on duty at the IEOC as
determined by the Superintendent in consultation with the insurance industry.
Disaster liaisons should:

be members of the addressee’s disaster response team or manager-level employees
who are familiar with addressee protocols and have access to critical information;

provide coverage data and claim statistics as requested by the Department;

be knowledgeable about addressee internal information systems and sources and
authorized to access such systems, so that applicable, timely information can be provided to
SOEM, the New York City Office of Emergency Management, and other emergency
responders via the Department; and
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be prepared to remain on duty during the hours when the IEOC is operating, normally
from 7:00 a.m. to 6:00 p.m., or for such time periods as necessary to assist with the effective
management of the disaster. Depending on the level of the disaster, this may be a sevenday-per-week commitment.
2. Post Disaster Coverage Data and Loss Statistics
After a disaster, the Department will contact disaster liaisons, as needed, who should provide
the Department with coverage data and claim statistics. The Department may request the data
and statistics on an on-going basis as necessary.
3. Insurance Adjuster Temporary Permits
Insurance Law § 2108(n) permits the Superintendent to issue a temporary permit to a person to
act as an independent adjuster for an authorized insurer “in order to facilitate the settlement of
claims under insurance contracts involving widespread property losses arising out of a
conflagration or catastrophe common to all such losses.” The Superintendent may issue a
temporary permit for a term not exceeding 120 days. The authorized insurer on whose behalf
the person will be adjusting claims must execute and file with the Superintendent a written
application for the temporary permit, and must certify that the person who will be doing the
adjusting is qualified by experience and training to adjust claims.
Insurers should maintain adequate New York-licensed independent adjuster staff to respond to
all events short of a major catastrophe. Consistent with the legislative intent of § 2108(n), the
Department will issue temporary permits only for infrequent and widespread conflagrations or
catastrophes that have caused severe loss or damage for a large number of New Yorkers.
Furthermore, given its limited scope, a temporary permit enables its holder to adjust claims
solely related to the conflagration or catastrophe for which the insurer requested the permit as
noted on the application and during the specific time frame for which the permit is valid.
An insurer may submit an application for a temporary permit as soon as a conflagration or
catastrophe causing widespread property losses occurs and before a formal governmental
disaster declaration has been made. An insurer may complete an application on the
Department’s website. An insurer that completes an application on-line will receive the
temporary permit by email or facsimile.
4. Hurricane and Windstorm Deductibles
An insurer should notify the Department whenever the insurer activates, or intends to activate,
a hurricane or windstorm deductible under any property/casualty insurance policy. The insurer
should notify the Department by sending an email
to NYSInsuranceDisasterCoalition@dfs.ny.gov or sending a facsimile to the attention of John
Capuano at (518) 486-1503.
C. New York Information Network
On May 3, 2002, the former Insurance Department issued Insurance Circular Letter No. 12 (2002)
establishing the New York Information Network (“NYIN”). The NYIN is the main conduit through
which the Department will communicate intelligence reports and other critical but sensitive
information on terrorism to the New York insurance community. As part of the NYIN,
addressees’ chief executive officers (“CEOs”), or their equivalent, should designate a primary
and secondary intelligence or information officer using the form available on the
Department’s website. The primary intelligence or information officer will serve as the sole
liaison for all terrorism-related intelligence and information. This person will be responsible for
providing the Department with any such intelligence or information. In instances where the
Department needs to communicate sensitive information to addressees, the Department will
initiate the communication through the NYIN and information will be directed to the primary
intelligence or information officer only. The secondary intelligence or information officer will
serve as the back-up liaison when the primary intelligence or information officer is unavailable.
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The Department will contact the secondary intelligence or information officer when critical
information must be relayed to the addressee and multiple attempts to contact the primary
intelligence or information officer have failed.
The primary and secondary intelligence or information officers should be senior-level executives
who possess the authority to communicate directly with the addressee’s CEO (or equivalent). A
person should not serve as the primary and the secondary intelligence or information officer for
the same addressee. For addressees that are a part of a group, the designation of the primary
and secondary intelligence or information officer should be done on an individual addressee
basis. While the same person may be designated as either the primary or secondary intelligence
or information officer for individual addressees within a group, the designation should be
entered separately for each addressee at the link provided above.
An addressee should provide the Department with updated information as soon as possible
when any previously provided information changes.
III. Conclusion
This circular letter endeavors to assist addressees with planning and preparing for, and
responding to, disasters. An addressee’s cooperation in furnishing timely and accurate
responses is essential and appreciated by the Department and the people of New York State.
Please direct questions concerning this circular letter to Ashbert Carrington, Financial Services
Examiner 2, by telephone at (212) 480-4702, by mail to the attention of Ashbert Carrington,
Financial Services Examiner 2, at the New York State Department of Financial Services, One State
Street, 22nd Floor, New York, NY 10004, or by e-mail to predis@dfs.ny.gov.

New York State takes disaster planning, preparedness and response seriously with good reason.
From the Triangle Shirtwaist Factory Fire in 1911, which killed 146 garment workers, to the
capsizing of an overloaded Ethan Allen cruise boat on Lake George which killed 20 of 47
passengers, many man-made disasters are preventable and response tactics have improved.
However, the September 11, 2001 attacks on the United States shook that world. The attack on
World Trade Center, specifically, demanded a new approach to disaster response.
One Hundred Minutes of Terror that Changed the Global Insurance Industry Forever

Summary
The terrorist attacks of September 11, 2001 produced insured losses larger than any natural or
man-made event in history. Total life and non-life insurance losses are expected to reach at least
$40 billion. The losses sustained by the insurance industry were unprecedented in virtually every
respect, producing catastrophic losses not only in property coverages, but also for the first time
in life insurance, disability and workers compensation lines. Aviation and liability insurers also
suffered their worst-ever losses stemming from a single event. The sheer enormity of the loss—
coming from an entirely unforeseen peril for which no premium had been collected—combined
with the possibility of future attacks and uncertainty arising from the United States’ rapid
military response to the threat produced financial shockwaves that shook insurance markets
worldwide and provoked an extraordinarily swift and severe underwriting and pricing reaction
by insurers and reinsurers. Insurers, who are regulated by the states, also took the
unprecedented step of seeking financial protection from the federal government in the event of
future attacks. This article surveys the insurance industry’s immediate and short term market
and regulatory responses to the events of September 11—essentially the first 12 months—and
analyzes the near-term economic, financial, structural and political implications of those
decisions.
Robert P. Hartwig, Ph.D., CPCU1
Senior Vice President & Chief Economist Insurance Information Institute
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https://www.iii.org/sites/default/files/docs/pdf/sept11paper.pdf

The 9/11 attacks are 20 years in our past. A college graduate entering the insurance industry in
2021 was most likely a toddler on that tragic day and knows of the events through second-hand
stories and school curriculum. The Terrorism Risk Insurance Program (TRIA) is an
optional coverage provided through the Federal Government, It may be viewed today as one
more insurance disclosure that must be signed, however those who lived and worked through the
events of 9/11 likely view that disclosure with different weight than those who have no personal
connection. Federal terrorism reinsurance, as with the arson problems of the 1970’s, enabled
insurer rates to remain affordable.
Terrorism Risk Insurance Program
The Terrorism Risk Insurance Act (TRIA) created a temporary federal program that provides for a
transparent system of shared public and private compensation for certain insured losses
resulting from a certified act of terrorism. The Secretary of the Treasury administers the
program with the assistance of the Federal Insurance Office.
Treasury.gov

New York State also has high exposure to natural disasters, from floods to tornados and
hurricanes, even the occasional earthquake. Natural disasters are occurring at higher frequency
as global warming increases. The insurance industry has recognized the significant impact
of changes in temperatures and weather patterns. These changes impact more than company
bottom lines, they challenge the ability to continue to cover risks effectively, from homeowner
policies in forest fire prone California to crop insurance throughout the breadbasket of America.
Insurers’ contribution to lowering greenhouse gases
Insurers, like companies in other industries, are promoting strategies to lower greenhouse gas
emissions in the hope that if the threats related to global warming are taken seriously, some of
society’s worst fears will ultimately not occur.
Some insurers have been warning public policy leaders and the general public about the threat
of global warming for years. Indeed, insurers were among the first to adopt public statements
on the environment and global warming, and to join business coalitions calling on the federal
government to enact legislation to reduce greenhouse gases. Companies are establishing more
specific units to address concerns and coordinate initiatives on global warming and the
environment. Some, particularly reinsurers, are sponsoring research and working with others
interested in the same kind of problems, such as finding ways for individuals and society to
adapt to extreme weather, particularly in developing countries.
Many insurers are committed to reducing their greenhouse gas emissions and offsetting the
remainder through contributions to reforestation and renewable energy projects. They also
encourage their employees to adopt “green” policies in their private lives. Some insurers were
involved in projects to reduce greenhouse gases even before such efforts gained widespread
public attention, and many are now reinforcing their policyholders’ desire to reduce their
carbon footprints by offering them paperless billing and documentation.
Some have upgraded the quality of their Web sites to encourage policyholders to transact
business electronically. (See Buying Insurance: Evolving Distribution Channels.)

87

Insurers are also working on another front: seeking to reduce the incidence and cost of property
damage caused by extreme weather events that still occur, despite society’s best efforts to
reduce greenhouse gases.
https://www.iii.org/article/background-on-climate-change-and-insurance-issues

Section 27 - National Flood Insurance Program (NFIP)
New York remains one of the higher Flood prone states. Recent results should not be
considered as justification for opting out of the purchase of Flood Insurance. In 2012, New York
over had more than a half billion dollars ($531, 915,000)in Flood claims. Global weather
patterns remain unpredictable and the National Flood Insurance Program provides the only
insurance against this peril.
An overflow of water onto normally dry land is what we call a flood. New York State filed
more flood insurance claims than any other state in 2012 and 2013, and was third in 2014. New
York property owners filed 58,300 flood claims in 2013 and a total claim payout that approached
$4 billion ($3,767,370,000). All insurance producers should be familiar with the potential of
flooding as well as the options for insuring flood zone properties.
Flood insurance in provided by the National Flood Insurance Program (NFIP), created by
Congress in 1968. Today, NFIP is administered by the Federal Insurance Mitigation
Administration (FIMA), created within the Federal Emergency Management Agency by
Congress in 1979. FIMA also works on mitigating future losses from hazards other than flood,
including earthquakes and tornados.
In order to solicit, negotiate or sell flood insurance in New York, licensed resident
insurance producers must comply with the minimum training requirements of section 207
of the Flood Insurance Reform Act of 2004.
P&C insurers are on the veritable “front line” of climate change risks, and there is compelling evidence
that those risks are growing. Rising sea levels and more pronounced extreme weather events will mean
increasingly damaging storm surges and flooding. Hurricane Sandy caused an unprecedented 14-foot
storm surge, eclipsing the 10-foot record set in 1960, and resulted in more than 68 billion in total losses
(over $29 billion in insured losses) and 210 deaths. A tremendous amount of property (both insured and
uninsured) is increasingly threatened by sea level rise. CoreLogic, a global property information and
analytics provider, identified more than 6.5 million U.S. homes at risk of storm surge damage, with a total
reconstruction value of nearly $1.5 trillion in a July 2014 report.
Insurer Climate Risk Disclosure Survey Report & Scorecard: 2014 Finding & Recommendations
Ceres Insurance Program.

Additional information about flood insurance is available at www.floodsmart.gov.
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In recent years, the insurance industry has acknowledged the increased threat to property
resulting from global climate change. From wildfires to tornados, floods and hurricanes, natural
disaster claims are increasing in frequency and cost. With tremendous coastal exposure and
several different mountain range waterways, New York State is prone to significant loss to
windstorm and flood damage. Informing property owners to the potential for loss and the
insurance coverage options available to them has proven to be a substantial ongoing challenge.
On August 21, 2011 Hurricane Irene walloped New York. In addition to coastal damage
expected from tropical storms and hurricanes, Irene caused inland storm damage with heavy
rainfall. Communities from the Catskill Mountains to the Adirondacks suffered flooding from
excessive rain that caused landslides, road and bridge washouts and devastation to homes and
businesses in many small communities.
When Hurricane Irene struck New York State five years ago, it left an appalling aftermath that
no one in upstate New York could have predicted. It’s estimated that between 13 and 16 inches
of rain fell in some areas. New York City escaped virtually unscathed, but the force of the raging
floodwaters devastated the rural villages in the Schoharie Valley. Much of the quiet, picturesque
county was officially declared a major disaster area by the Federal Emergency Management
Agency. https://dailygazette.com/article/2016/08/28/day-alarms-went-off-gilboa-dam

Section 28 - CMAP
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Since the early 1990’s, there has been an increased interest in the potential for damage to
properties in coastal areas of New York due to hurricanes. Property insurance carriers have at
times scaled back their exposure through the non-renewal of existing customer policies and the
refusal to accept new homeowner insurance policies in areas that may be subject to hurricane
damage. Prompted in part by a market restriction in the early 1990’s, New York formed The
Temporary Panel on Homeowners Insurance Coverage to investigate the stability of the
insurance market with respect to coastal properties. The committee reported on the State of the
Market with analysis of voluntary markets and the New York Property Underwriting Association
(NYPIUA), New York’s market of last resort for residential property owners, as well as potential
loss mitigation strategies and the structure of capital markets.
The 1998 Temporary Panel on Homeowners Insurance report issued several recommendations to
improve consumer understanding of coverage options, provide carriers with tools to reduce
potential loss and implement pro-active mitigation measures.
Hurricanes and windstorm damage has been recorded in New York for hundreds of years. During
the past 20 years, the majority of damage related to hurricanes and windstorms has been water
damage from driven rain and flooding.
Hurricane Bob in 1991 was a Category
2 storm and produced 7 inches of
rainfall with estimates of $75 million
in damage.
Hurricane Floyd in September 1999
produced 13 inches of rain.
Hurricane Isabel in September 2003
caused $90 million in damages.
1954 Hurricane Carol was a storm
with wind gusts of 120 miles per hour
and made landfall on Montauk Point
with a storm surge that covered
Montauk Highway. Carol caused $460
million in damage (1954 dollars).
The New England Hurricane of 1938
was a Category 3 storm and had winds
of 125 miles per hour and a storm
surge of 18 feet, destroying 8900
houses.

Hurricane Bob approaching the Rhode Island coastline in
August 1981 (Photo courtesy NOAA)

Of the many recommendations contained in 1998 The Temporary Panel on Homeowners
Insurance Coverage report, the most significant actions taken by New York have been a series of
homeowners policy disclosure requirements implemented as Regulation 159.
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Regulation 159 requires every homeowners and Dwelling Fire policy containing a Hurricane
Deductible to display in the declarations the percentage amount of the Hurricane Deductible and
the corresponding dollar amount for the standard deductibles. In addition, the policy must
contain a clear explanation of how the hurricane deductible will apply.
Regulation 159 was amended in 2007. This amendment directs insurer canceling, non-renewing
or conditionally non-renewing policies in coastal areas to include information about property
coverage opportunities available through NYPIUA (New York Property Insurance
Underwriting Association) and CMAP (Coastal Market Assistance Program).
OFFICIAL COMPILATION OF CODES, RULES AND REGULATIONS OFTHE STATE OF NEW YORK TITLE 11.
INSURANCE DEPARTMENT CHAPTER III. POLICY AND CERTIFICATE PROVISIONS SUBCHAPTER B.
PROPERTY AND CASUALTY INSURANCE PART 74. (REGULATION 159) HOMEOWNERS INSURANCE
DISCLOSURE INFORMATION AND OTHER NOTICES Text is current through February 29, 2008.
Section 74.1. Policyholder disclosure.
(a) Every homeowner's and dwelling fire personal lines policy containing a hurricane
deductible shall display the applicable percentage amount and corresponding dollar amount of
the hurricane deductible in the policy declarations. The non-hurricane deductible, as well as any
deductible applicable to all other covered perils, may be shown as a dollar amount only. The
hurricane deductible provisions shall be shown in close proximity to the non-hurricane
deductible provisions and shall be given equal or greater prominence as the non-hurricane
deductible provisions applicable to the policy.
(b) Every homeowner's and dwelling fire personal lines policy containing a hurricane
deductible shall be accompanied by a policyholder notice, to be filed with the Insurance
Department, and which shall contain the following minimum information:
(1) a prominent announcement that the accompanying policy is subject to a hurricane
deductible;
(2) a clear explanation that a hurricane deductible means the amount for which the
policyholder is responsible in the event of a covered loss caused by a hurricane;
(3) a plain-language explanation of the coverage part or parts subject to the hurricane
deductible and of whether the hurricane deductible applies separately to each coverage part or
in the aggregate to total losses under all affected coverage parts;
(4) a statement that a clear display of the actual dollar amount as well as a description
of the hurricane deductible as a percentage of the insured value can be found on the
declarations page;
(5) generic examples of how sample deductible amounts would apply to some
theoretical loss scenarios, including losses smaller than and greater than the deductible amount;
(6) a clear explanation of the event which shall trigger the hurricane deductible;
(7) a clear explanation of the time period during which the hurricane deductible will be
triggered; and
(8) a clear explanation that, if a coverage part limit of liability or policy limit of liability is
changed (for example, due to contractual inflation protection provisions, adjustments reflecting
changes in replacement cost or a request by the insured), then the dollar amount of the
deductible will be changed based on the amount of the new limit of liability.
(c) This policyholder notice shall accompany all new homeowner' s and dwelling fire
personal lines policies subject to a hurricane deductible and first written to become effective on
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or after January 1, 1999; and all renewal homeowners and dwelling fire policies subject to a
hurricane deductible renewed effective on or after January 1, 1999.
(d) This policyholder notice shall accompany all renewals of affected homeowner's and
dwelling fire personal lines policies annually thereafter.
(e) At its option, an insurer may combine the flood insurance notice required by section
3444 of the
Insurance Law with the policyholder notice required by this section. <General Materials (GM) References, Annotations, or Tables>
NEW YORK HURRICANE DEDUCTIBLES (APRIL 2008)
Hurricane deductibles are percentage or dollar deductibles that are higher than for other causes
of loss. They are calculated as a percentage of the dollar amount of coverage onthe dwelling.
The trigger for hurricane deductibles, or the point at which they apply, varies by company.
Triggers have some common characteristics: they generally go into effect only when the
National Weather Service issues a hurricane watch or warning and remain in effect for 24 to 48
hours after the storm has passed. The intensity of hurricanes also affects the trigger. Hurricanes
are classified on a scale of 1 to 5, with 5 as the highest intensity. If the policy has mandatory
deductibles, this means the insurer will not sell homeowners coverage without a hurricane
deductible. When a deductible is optional, policyholders may also choose a lower deductible in
exchange for a higher premium (a buyback) or a higher deductible for a premium credit.
Regular (Voluntary) Market: Generally mandatory in coastal areas.
Hurricane Deductibles: Insurers that account for almost half of the state market have
mandatory 5 percent deductibles.
Where the Deductible Applies: The five boroughs of New York City (Manhattan,Bronx, Brooklyn,
Queens and Staten Island, Nassau and Suffolk Counties and parts of Westchester County.
Hurricane deductibles as of March 2008 by company can be viewed on the New York State
Department of Insurance Web site at http://www.ins.state.ny.us in the Homeowners Resources
Center under "Windstorm Deductibles".
If the policy contains a hurricane deductible, insurers must send the policyholder a disclosure
statement. According to the New York State Insurance Department, the approved programs
provide windstorm coverage subject to certain mandatory deductibles, depending on the
geographical location of the risk. The event that triggers the use of these deductibles varies from
insurer to insurer. Some insurers use a Category One hurricane as the triggering event while
others use a Category Two hurricane. In any event, the hurricane would have to be designated
as such by either the National Weather Service or the National Hurricane Center. Other insurers
use either a specific mile-per-hour wind speed as a trigger or a mandatory deductible for all
windstorm loss.
New York Property Insurance Underwriting Association (FAIR Plan,
http://www.nypiua.com ): The plan insures residential and commercial properties in the state
where the homeowner cannot find coverage elsewhere. "Extended coverage" includes
windstorm coverage. See web site for details.
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Coastal Market Assistance Plan (C-MAP, http://www.nypiua.com/cmap.html ): The C-MAP
assists policyholders living along the coast to locate an insurer willing to provide homeowners
coverage. See web site for details.
( http://www.iii.org/media/hottopics/insurance/hurricanwindstorm/ )
NEW YORK STATE HOMEOWNERS COVERAGE APPROVED INDEPENDENT MANDATORY
HURRICANE DEDUCTIBLES: REVISED AS OF 12/13/2019

Company
Name

% Deductible based
on Dwelling (A)

Trigger (Circumstances under which
deductible is applicable)

Territory

A. Central
Insurance
Co.
“A” program
only

3% and 5%

The Catastrophe Windstorm deductible is
subject to:
A higher percentage amount that applies to
Windstorm loss that occurs within a period of
12 hours before or 12 hours after the storm
which caused the loss makes landfall
anywhere in New York State as a declared
Category 2, 3, 4 or 5 hurricanes.
“Declared” means declared by the National
Weather Service.

3% - Applicable in Nassau
County, Kings, Queens,
Richmond, Bronx, New York
and within 1500 feet of the
shore in Westchester county.
5% - Applicable in Suffolk
county.
Optional 4% and 10% are
available.

AAIS

Optional, See Note
A
The deductible
amount applies to
the dwelling’s
insured value of the
dwelling.
1%
The deductible
amount applies to
the dwelling’s
insured value of the
dwelling.

The deductible is applicable when a
windstorm loss occurs 12 hours before or 12
hours after a Category 2 hurricane, as
determined by the National Weather Service,
makes landfall anywhere in NYS.

See Note A.

% deductible applies to windstorm loss that
occurs within a period of 12 hours before or
12 hours after the storm which caused the loss
makes landfall anywhere in NYS as declared
Category 2, 3, 4 or 5 hurricanes.
Fixed dollar AOP deductible applies to
Category 1 hurricane.

Richmond, Kings, Queens,
New York, Bronx, Nassau,
Suffolk and Westchester
Counties.

ACA
Insurance
Company

In addition to property coverage through NYPIUA, New York State has established the Coastal
Market Assistance Program (CMAP). Coverage for coastal properties in also being written with
non-admitted carriers in the excess market. New York’s CMAP is a mechanism for property
owners to connect with voluntary markets writing in coastal areas. The program is managed
under the umbrella of NYPIUA. Participating CMAP carriers have an option to write full
homeowners coverage or limit their offering of coverage to personal property and liability with a
wrap around policy for dwelling coverage written through NYPIUA.
NYPIUA provides the following information for insurance producers:
Producer Information
The Coastal Market Assistance Program (C-MAP) is a network of participating insurance
companies that have agreed to give special underwriting consideration in an effort to assist New
York's coastal homeowners acquire insurance. C-MAP was created by the State of New York
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Insurance Department and is administered by New York Property Insurance Underwriting
Association (NYPIUA).
The following eligibility requirements must be met and information provided when
an application for C-MAP is submitted:
Property must be a one (1) to four (4) family owner-occupied dwelling, apartment unit,
or condominium unit.
Property must be located on Long Island's South Shore or along the shore of Brooklyn,
Queens, Staten Island, and Long Island's Forks, within one (1) mile of the shore*, or
Property must be located on Long Island's North Shore, the Bronx, or Westchester,
within 2500 feet of the shore, or
Property must be insured by New York Property Insurance Underwriting Association
(NYPIUA).
Except for new purchases, homeowners must have received a non-renewal,
cancellation notice, or conditional non-renewal from their existing insurer for a reason other
than non-payment.
For new purchases, applicants are required to identify the prior owner’s insurer.
Homeowners must provide evidence of Flood Insurance if property is located in an A or
V zone as indicated on Federal Flood Insurance Maps.
*The term "shore" refers only to salt-water ocean, sound, bay, or inlet with distance measured
from the normal high-tide mark.
There are two ways in which C-MAP coverage can be obtained. The first is “self-certification”,
where a company provides coverage through an agent with whom it has a contractual
relationship. As a C-MAP participant, a company may accept an application for property that
would not normally qualify under the company's proximity to shore underwriting guidelines. A
special C-MAP application is not required. The application process follows normal company
procedures.
The second method is “rotation”. Here, C-MAP applications are submitted to NYPIUA by agents,
brokers or homeowners. Applications are reviewed for completeness and eligibility by NYPIUA
and then transmitted to participating C-MAP companies for their consideration. A company may
exercise all underwriting prerogatives except proximity to shore when evaluating the submission.
Depending on internal policy, a company may submit commissions, policies, endorsements, and
cancellation notices to NYPIUA for transfer or conduct business with the originating producer
directly.
An insurer, under either method, may offer a homeowners form with a “wrap-around”
endorsement. This endorsement will require the applicant to obtain building coverage for fire,
extended coverage, and vandalism and malicious mischief from NYPIUA. An application for
NYPIUA coverage can be found on the NYPIUA home page under “Electronic Web
Submissions”.
With the exception of policies written in conjunction with a voluntary market policy with a
“wrap-around” endorsement, all NYPIUA policies are on an actual cash value basis. Upon
request of the producer, we will issue a replacement cost policy when our “Wrap Around
Application Supplement” is submitted. (Click Here)
To apply, complete the C-MAP application available on this Website.
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If you would like more information or need a C-MAP application mailed to you, please contact
NYPIUA, C-MAP Administrator at (212) 208-9700.
Submission of a C-MAP application does not guarantee placement of coverage. Insurance
exists only after an insurer has agreed to provide coverage, all of the insurer's application
procedures have been met, and a binder has been issued.
If you would like more information or need a C-MAP application, please contact NYPIUA,
CMAP Administrator, at (212) 208-9700.
To apply to the CMAP program, visit the NYPIUA website at www.nypiua.com.

Chapter 5 Review
Property insurance covers damage to the physical and tangible.
Casualty covers the insured’s liability.
The modern auto insurance policy provides first party and third party coverage
Personal Injury Protection (PIP), or No Fault insurance, is a first party benefit.
In an auto insurance policy, the third party coverage is Liability
New York State raised the minimum auto liability insurance limit in 1995 to $25,000 per person,
$50,000 per accident and $10,000 in property damage (25/50/10)
Under the SUM law a personal auto policy with increased liability limits (example: $100,000 per
person and $300,000 per accident) must be provided with matching SUM limits, unless the
purchaser declines the additional coverage.
Supplemental Uninsured/Underinsured Motorist Coverage (SUM) must meet the minimum state
liability limit, current set at $25,000 per person and $50,000 per accident.
New York auto insurance policies include Personal Injury Protection (PIP), also called No Fault
coverage, which provides first party benefits such as medical or lost wages.
Supplemental Spousal liability insurance covers the liability of an insured because of the death of
or injury to his or her spouse for the liability insurance limits provided under the policy.
The most common homeowners policy form is the HO3.
HO-3 homeowners policy provides property and liability coverage.
A state of emergency may be declared at the State or National level.
New York Property and Casualty insurers are required to provided statistics on losses following
each declared state of emergency.
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Insurers are required to provide the State with a listing of disaster liaisons including telephone
and cell phone numbers.
The Terrorism Risk Insurance Program (TRIA) is an optional coverage provided through the
Federal Government.
New York State also has high exposure to natural disasters.
The insurance industry has recognized the significant impact of changes in temperatures and
weather patterns.
New York remains one of the higher Flood prone states.
An overflow of water onto normally dry land is what we call a flood.
Flood insurance in provided by the National Flood Insurance Program (NFIP),
In order to solicit, negotiate or sell flood insurance in New York, licensed resident insurance
producers must comply with the minimum training requirements.
Additional information about flood insurance is available at www.floodsmart.gov.
With tremendous coastal exposure and several different mountain range waterways, New York
State is prone to significant loss to windstorm and flood damage.
Properties in coastal areas can obtain coverage through NYPIUA (New York Property Insurance
Underwriting Association) and CMAP (Coastal Market Assistance Program).
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Chapter 6
Section 29 - Adjusters
Insurance policies are negotiated and sold by Agents, Brokers and by insurance companies
directly to consumer. The role of the agent and broker is to explain what coverage is included in
the policy and what coverage is not included, and to secure the policy. Policies are intended to
cover unforeseen events, or an event that cannot be precisely anticipated, as is the case with Life
Insurance. When an unforeseen event does occur, the sales agent, or broker, typically has little
further involvement beyond assisting the insured with notifying the insurance carrier with a
notice of claim. Once reported to a carrier, claims are adjudicated by a staff adjuster, or
independent adjuster. However, life insurance claims are not generally adjusted as either there
is a loss, or there is not.
In discussing insurance claims, it is important to discuss the three possible parties involved, the
first party, the third party and the seldom referred to second party.
The first party to an insurance claim is the insured. Policies vary as to who is an insured,
with health insurance listing the specific names of insured, while homeowners and
personal auto policies typically include a “resident relative”.
The third party to an insurance claim is an individual or entity injured or harmed by the
first party. The third party has no direct relationship to the insurance contract.
The term second party to an insurance policy or contract refers to the insurer, although
this term is rarely used.
Claims submitted to an insurer are handled by adjusters. The role of an adjuster is to verify
coverage under a policy and determine eligibility of loss to the insured. New York State
Law and Department of Financial Services regulations provide guidelines which insurers must
adhere to in handling claims.
New York State Insurance Law, Article 26, is titled “Unfair Claim Settlement Practices; Other
Misconduct; Discrimination. While it is obvious that the Law would require insurance
companies to treat claimants fairly, this section of Law specifically addresses insurer
responsibility to fairly represent facts, have reasonable standards for prompt communications and
show good faith in handling claims.
Section 2601 Unfair claim settlement practices; penalties
(a) No insurer doing business in this state shall engage in unfair claim settlement
practices. Any of the following acts by an insurer, if committed without just cause
and performed with such frequency as to indicate a general business practice, shall
constitute unfair claim settlement practices:
(b) (1) knowingly misrepresenting to claimants pertinent facts or policy provisions
relating to coverages at issue;
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(2) failing to acknowledge with reasonable promptness pertinent communications
as to claims arising under its policies;
(3) failing to adopt and implement reasonable standards for the prompt
investigation of claims arising under its policies;
(4) not attempting in good faith to effectuate prompt, fair and equitable
settlements of claims submitted in which liability has become reasonably clear,
except where there is a reasonable basis supported by specific information available
for review by the department that the claimant has caused the loss to occur by
arson. After receiving a properly executed proof of loss, the insurer shall advise the
claimant of acceptance or denial of the claim within thirty working days;
(5) compelling policyholders to institute suits to recover amounts due under its
policies by offering substantially less than the amounts ultimately recovered in suits
brought by them;
(6) failing to promptly disclose coverage pursuant to subsection (d) or
subparagraph (A) of paragraph two of subsection (f) of section three thousand four
hundred twenty of this chapter;
(7) submitting reasonably rendered claims to the independent dispute resolution
process established under article six of the financial services law; or
(8) artificially deflating or otherwise lowering cost data used for adjusted claims, or
using cost data that is not appropriate for the region of the state where the loss
occurred; this shall include but is not limited to claims adjusted by a person issued a
temporary permit pursuant to subsection (n) of section two thousand one hundred
eight of this chapter.
(b) Evidence as to numbers and types of complaints to the department against an
insurer and as to the department's complaint experience with other insurers writing
similar lines of insurance shall be admissible in evidence in any administrative or
judicial proceeding under this section or article twenty-four or seventy-four of this
chapter, but no insurer shall be deemed in violation of this section solely by reason
of the numbers and types of such complaints.
(c) If it is found, after notice and an opportunity to be heard, that an insurer has
violated this section, each instance of noncompliance with subsection (a) hereof
may be treated as a separate violation of this section for purposes of ordering a
monetary penalty pursuant to subsection (b) of section one hundred nine of this
chapter. A violation of this section shall not be a misdemeanor.
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It is important to note again that State Law is interpreted and enforced by State Agencies
through Regulations. To be in compliance with the Law, inherently also means to be compliant
with Regulations as well. Several Regulations exist that deal with claims handling including:
Reg. 88

Standard Health Insurance Claims Forms for the Services of Physicians,
Dentists and Hospitals
Reg. 183
Health Insurance Claims Processing and Procedure
Reg. 21 & 96 Standard Fire Claim Form
Reg. 68-B
Claims for Personal Injury Protection Benefits
Reg. 119
Reserves for Special Disability Fund Claims
Reg. 64
Unfair Claims Settlement Practices and Claim Cost Control Measures
Reg. 178
Processing of Health Insurance Claims
Reg. 160
Holocaust Victims Insurance Claims and Reports
Reg. 200
Unclaimed Life Insurance Benefits and Policy Identification
Section 2101 of the Insurance Law, “Agents, Brokers, Consultants and Intermediaries” also
addresses who may be exempt from licensing. With respect to adjusting, Section 2102 of the
Law excludes “Regular salaried employees” of an insurance company who adjust claims are
specifically excluded from licensing.
Section 2101 Definitions
(g) In this article, "adjuster" means any "independent adjuster" or "public adjuster" as defined
below:
(1) The term "independent adjuster" means any person, firm, association or corporation who,
or which, for money, commission or any other thing of value, acts in this state on behalf of an
insurer in the work of investigating and adjusting claims arising under insurance contracts issued
by such insurer and who performs such duties required by such insurer as are incidental to such
claims and also includes any person who for compensation or anything of value investigates and
adjusts claims on behalf of any independent adjuster, except that such term shall not include:
(A) any officer, director or regular salaried employee of an authorized insurer or entity licensed
pursuant to article forty-four of the public health law providing comprehensive health service
plans (as used in this paragraph, a "health maintenance organization"), or any manager thereof,
individual or corporate, or the manager, agent or general agent of any department thereof,
individual or corporate, or attorney in fact of any reciprocal insurer or Lloyds underwriter, or
marine underwriting office, unless acting as an auto body repair estimator as defined in
subsection (j) of this section;

There are a number of additional exemptions from licensing under the Law, with respect to
adjusting. Licensed attorneys are exempt from licensing for many things, including insurance
adjusting. Licensed agents of an insurer may adjust losses without licensing for policies sold
through their agency under Section (g) (1) (G), provided they do not receive compensation in
excess of fifty dollars per loss.
Section 2101 (g) (1) (G)
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any licensed agent of an authorized insurer who adjusts losses for such insurer solely under
policies issued through his or its agency, provided the agent receives no compensation for such
services in excess of fifty dollars per loss adjusted;

Section 30 - Public Adjusters
Section (g) (2) addresses “Public adjuster” licensing. Public adjusters work on behalf of the
insured, not the insurer, in a fashion similar to a broker. An Agent of a company may be
exempt from licensing as an adjuster. A broker may be also exempt licensing as a public
adjuster when doing so specifically for their clients.
Section 2101 (g) (2)
"Public adjuster" means any person, firm, association or corporation who, or which, for money,
commission or any other thing of value, acts or aids in any manner on behalf of an insured in
negotiating for, or effecting, the settlement of a claim or claims for loss or damage to property
of the insured in this state caused by, or resulting from, any of the risks as enumerated in
paragraphs four, five, six, seven, eight, nine and ten and subparagraphs (B) and (C) of paragraph
twenty of subsection (a) of section one thousand one hundred thirteen of this chapter, not
including loss or damage to persons under subparagraph (B) of paragraph twenty of subsection
(a) of such section or who, or which, advertises for, or solicits employment as an adjuster of
such claims, and shall also include any person who, for money, commission or any other thing of
value, solicits, investigates, or adjusts such claims on behalf of any such public adjuster, except
that such term shall not include:
(A) any employee, agent or other representative of any authorized insurer who acts as such in
the adjustment of any claim or any licensed insurance broker who acts as an adjuster for a client
of such broker, without any compensation for such services as adjuster if such insurer's
representative or such licensed insurance broker does not advertise or publicly solicit the
adjustment of claims in such a way as is likely to mislead the public into believing that he is
offering his services as a public adjuster;

Licensing as a public adjuster requires a number of competencies, including contract basics,
insurance principles and concepts, and policy structure. Public adjusters are limited to the
settlement of property claims. The “kinds of insurance” public adjusters handle are listed
under section 1113 of the Insurance Law and include fire, miscellaneous property, water damage,
burglary, glass, boiler and machinery and elevator. Public adjusters do not handle auto claims.
Public adjusters typically are involved with larger claims, such as large fires in homes and
damage to commercial facilities.
Knowing when to hire a public adjuster is important. Most insurance consumers who suffer an
insured loss will deal either directly with a staff adjuster who is employed solely by their
insurance carrier, or sometimes with an Independent Adjuster hired by their carrier, to arrange
for their claim to be settled. In most situations, the claim of loss reported will result with
satisfactory settlement between the parties.
Public adjusters are typically hired in situations where the extent of loss is significant or
when the settlement proposed by the insurer is deemed by the insured to be less than their
responsibility for the loss claimed.
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A business owner suffers a loss due to a roof leakage. The leak damages inventory,
building structure, telephone and computer system and causes a sustained work
stoppage for employees as well as delays in product deliveries to customers.
The carrier will have a staff and/or independent adjuster work to evaluate the losses sustained.
However, the client may choose to employ a Public Adjuster to expedite their claims, obtain a
more satisfactory claim recovery, more quickly and completely restore their business operations,
and insulate themselves from the stress of engaging in an adversarial process.
Public Adjuster are licensed to handle all claims of loss to property against an insured’s
insurance company, including contingent expenses, such as loss of use, business loss of income,
and other expenses.
The Public Adjuster’s main responsibilities are to:







Evaluate existing insurance to determine what coverage may be applicable to a claim
Research, detail, and substantiate damage to buildings and contents and any additional
expenses
Evaluate business interruption losses and extra expense claims for businesses
Determine values for settling covered damages
Prepare, document, and support the claim on behalf of the insured
Negotiate a settlement with the insurance company on behalf of an insured with the
insured’s consent.

There are a number of rules which public adjusters must adhere to in New York State that are of
importance to insurance producers. Notable among them are the prohibition from soliciting
business between the hours of 6pm and 8am. This prohibition extends to non-licensed
individuals such as fire fighters and other emergency service providers. In addition, adjusters
are prohibited from sharing commissions and fees with non-licensed individuals. Adjusters
who are also employed or volunteer as fire fighters are required to adhere to the standards
established and should refrain from distributing business cards or offering other types of referrals
during these prohibited hours of solicitation.
In New York State, Public Adjusters in New York State charge a percentage of the settlement,
with the percentage capped at 12.5%, but subject to negotiation.
Public Adjusters and insureds enter into agreements in the form of retainers. Regulation 10
requires retainer agreements to contain cancellation clauses which are clear and of minimum size
(10 point font). Insureds have a right to cancel retainer agreements within 3 days, excluding
Sundays, with no obligation to the Public Adjuster. Insureds can also cancel their retainer at any
point in the claims process with responsibility for payment of services performed by the public
adjuster up to that point in time.
The following “Opinion” from the Office of General Counsel illustrates a scenario wherein a
public adjuster excluded or otherwise obscured the cancellation clause of a retainer agreement,
thus violating Regulation 10.
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New York Department of Financial Services
The Office of General Counsel issued the following opinion on December 22, 2003, representing the
position of the New York State Insurance Department.
Re: Public Adjuster Retainer Agreements and Regulation 10.
Questions Presented:
1. Do the retainer agreements violate N.Y. Comp. Codes R. & Regs. tit. 11, §§ 25.1-25.13 (Regulation 10)?
2. If so, do these violations have the effect of rendering the agreements null and void?
3. Is there a private right of action under N.Y. Comp. Codes R. & Regs. tit. 11, §§ 25.1-25.13 (Regulation
10)?
Conclusions:
1. Yes, the retainer agreements violate N.Y. Comp. Codes R. & Regs. tit. 11, §§ 25.1-25.13 (Regulation 10).
2. The question of whether the retainer agreements are valid and enforceable, notwithstanding the
violations of Regulation 10, is a question that would be more appropriately addressed by a court of
competent jurisdiction.
3. While there may be no private right of action under Regulation 10, there is nothing in the New York
Insurance Law that would prevent an individual from bringing an action under the retainer agreements
themselves.
Facts:
The inquirer stated in his inquiry that his parents Mr. and Mrs. I owned premises located in Brooklyn, New
York, which sustained a fire on December 25, 2000. Mr. PA, a New York State licensed public adjuster,
entered into a retainer agreement with Mr. and Mrs. I to adjust certain claims relative to the property
damage. Although Mrs. I is named in the retainer agreement, she did not sign the agreement. The
agreement was signed solely by Mr. I. Pursuant to this retainer agreement, Mr. PA filed a claim with an
insurer in regard to the fire loss. Mr. PA later made a separate claim for water damage, in case the insurer
considered such damage separate and distinct from the fire. As per Mr. PA’s request, Mr. I entered into
another retainer agreement with Mr. PA in regard to the second claim. Mr. I subsequently submitted a
claim for loss of rent without the assistance of Mr. PA.
In response to the claims, the insurer agreed to pay approximately half of the amounts submitted by Mr.
PA. Many months passed and nothing was being done to settle the claims. Thereafter, in or around
February 2002, after several calls from Mr. I and the inquirer, the insurer agreed to make partial payment
on the policy for the undisputed amount of $112,012.04, of which $6,720.72 was paid to Mr. PA.
Mr. I did not believe that Mr. PA fully procured the settlement of the undisputed amount without the
intervention of Mr. I and was thus not entitled to full compensation. Nor was he entitled to compensation
on the loss of rent claim. Since the insurer would not provide payment any other way, Mr. I was required
to request two separate checks. One check consisted of a 6% compensation to Mr. PA payable to Mr. and
Mrs. I and Mr. PA. The second check was payable only to Mr. and Mrs. I for the balance of the claim.
In conjunction with the payment of the undisputed amount, the insurer demanded an appraisal of the
property and refused to pay any additional amount on the claim until after the appraisal was completed.
Problems occurred at the appraisal level in part because of Mr. PA’s selection of an appraiser. Mr. I
attempted to resolve the open issues without the help of Mr. PA. Many months passed with no action on
either side.
In or around January 2003, Mr. I independently retained an attorney to file suit and settle the matter with
the insurer. The attorney successfully obtained a settlement of the remainder of the claim, in the amount
of $53,500. Since Mr. PA is or was a client of the same law firm, he learned of the retention of counsel and
submitted a letter asserting a lien on 6% of the proceeds obtained by the attorney. Like the insurer, the
law firm refused to release the full amount of the funds to Mr. and Mrs. I unless a percentage of the
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proceeds was paid to Mr. PA. The inquirer provided a letter, with his inquiry, that was written by Mr. I
which authorized the attorney to pay Mr. PA $2,220, but noting that such payment was being made under
protest.
Analysis:
Question No. 1
Section 25.9(b) of Regulation 10 provides that, "at the time the insured signs the compensation
agreement, a completed form, in duplicate, captioned "Notice of Cancellation" shall be attached to the
compensation agreement and easily detachable." This form must consist of, in not less than 10-point
boldface type, substantively the information and statements contained in Form 2 contained in section
25.13(b) of Regulation 10.
Section 25.13(b) Form 2 provides, in pertinent part, as follows:
If you cancel, any payments made by you under the agreement and any negotiable instrument executed
by you will be returned within ten business days following receipt by the public adjuster of your
cancellation notice and any security interest arising out of the transaction will be cancelled. . . .
A review of the subject retainer agreements reveals that the public adjuster omitted the language
required in Section 25.13(b) of Regulation 10 regarding the return of any payments made by the insured
upon cancellation of the retainer agreement. In contrast, the retainer agreements provide that if the
insured exercises his or her right to cancel the agreement within three business days of signing the
agreement, the insured will be liable for expenses incurred during the three-day period. This language
violates Section 25.10 of Regulation 10, which clearly states that the public adjuster shall not be entitled
to any compensation for any services performed pursuant to a compensation agreement prior to its
cancellation in accordance with Section 25.8 of the Regulation. Moreover, the agreement does not comply
with the express requirement that the information on the Notice of Cancellation form appear in 10-point
boldface type.
The inquirer should also be aware that Section 25.6(a) of Regulation 10 provides, in relevant part, as
follows:
(a) A public adjuster may be compensated by an insured for or on account of services rendered to such
insured by the public adjuster solely as provided for by a written compensation agreement obtained by
the public adjuster which shall consist of substantively the same information and statements found in
Form 1 in Section 25.13(a) of this Part.
Thus, a public adjuster may be compensated only in accordance with the terms of a retainer agreement
that substantively contains the same information and statements as Form 1 of Section 25.13(a) of the
Regulation. The subject retainer agreements include a statement assigning and authorizing direct
payment of the 6% fee to the public adjuster. This language violates Section 25.13 of Regulation 10, which
does not provide for the inclusion of such an assignment and authorization in the retainer agreement.
Section 25.12 of Regulation 10 provides as follows:
When a claim is settled where the insured is represented by a public adjuster, upon the request of the
insured, the insurer’s check may be made payable to both the public adjuster and the insured or to the
public adjuster named as payee, but not in excess of the amount of the public adjuster’s fee, as indicated
in the written compensation agreement signed by the insured and filed with the insurer. The balance of
the proceeds shall be made payable to the insured or loss payee, or both, whichever is appropriate.
In accordance with this provision, upon the request of the insured, the insurer’s check may be made
payable to both the public adjuster and the insured or solely to the public adjuster. This provision was
intended to give the insured the right to refuse to authorize payment of the adjuster’s fee. Whether the
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insurer pressured Mr. I to authorize payment to the public adjuster and therefore acted inappropriately is
a question of fact that can not be resolved in this opinion.
Question No. 2
While it is clear that the retainer agreements violate Regulation 10, the materiality of these violations and
the question of whether the agreements remain valid and enforceable notwithstanding these violations, is
a separate question that would be more appropriately addressed by a court of competent jurisdiction.
Question No. 3
The inquirer stated in his inquiry that, although he could not locate any case law that states whether there
is a private right of action under Regulation 10, courts have held that there is no private right of action for
consumer protection regulations. For example, courts have consistently held that there is no private right
of action under N.Y. Ins. Law § 2601 (McKinney 2003), which deals with unfair claims settlement practices.
Typically, courts do not construe the Insurance Law as providing for a private right of action, in the
absence of express language authorizing such enforcement. McKinnon v. International Fidelity Ins. Co.,
182 Misc. 2d 517, 704 N.Y.S.2d 774 (Sup. Ct. New York County 1999); See, eg.Rocanova v. Equitable Life
Assur. Society, 83 N.Y.2d 603, 634 N.E.2d 940, 612 N.Y.S.2d 339 (1994). There is nothing in Regulation 10
or the statutes enabling its promulgation that indicates that individuals have a private right of action to
sue thereunder. However, the New York Insurance Law does not prevent an individual from bringing an
action under a contract on the ground that it was illegally made.
Lastly, the inquiry and this opinion were referred to our Consumer Services Bureau for further
investigation regarding the conduct of the insurer and public adjuster in this matter. The inquirer was
directed to independently seek guidance from the appropriate licensing authorities regarding the conduct
of the attorney.
For further information you may contact Senior Attorney Pascale Joasil at the New York City Office.

Section 31 - Independent Adjusters
To be licensed as a public adjuster in New York State, an individual must complete a 40 hour
pre-licensing course and pass a 60 question licensing exam. Public adjusters are also required to
complete 15 hours of continuing education to renew their two year license. However, public
adjusters can also obtain advanced industry training and designations, such as the
Associate in Claims (AIC), Certified Professional Public Adjuster (CPPA) and Senior
Professional Public Adjuster (SPPA).
Independent adjusters have broader scope than public adjusters. In addition to property
claims independent adjusters handle accident and health, automobile, aviation, casualty, fidelity
and surety, fire, inland marine, motor vehicle no fault, and workers compensation. Licensing as
an independent adjusters does not require a pre-licensing course, however the exam is more
extensive than that for a public adjuster. In addition, independent adjusters are not required to
complete continuing education credits.
Independent adjusters often perform duties other than individual claim processing. Independent
adjuster licenses are required for third party administrators, or TPAs, that process large volumes
of claims on behalf of a carrier. Outsourcing claims administration can be a cost effective
method for insurers to provide efficient services to their customer base. While an insurer can
designate an unlicensed employee as a staff adjuster, they are not permitted to extend that
authorization to outside individuals or companies who are unlicensed.
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It is important to note that a New York State independent adjusters license provides authority to
handle a wide variety of claims. The Department of Financial Services, however, does not
issue a life adjuster license. In an opinion from the Office of the General Counsel the
Department stated “The processing of life insurance claims, unlike other types of insurance
claims, typically requires little discretionary authority on the part of the person or entity handling
such claims.”
OGC Op. No. 08-12-06
The Office of General Counsel issued the following opinion on December 30, 2008, representing
the position of the New York State Insurance Department.
RE: Life Insurance Independent Adjuster License
Question Presented:
Must XYZ Life Insurance Company (“XYZ Life”), a subsidiary of ABC Insurance Company (“ABC”),
be licensed as an independent adjuster in New York to process life insurance claims on behalf of
ABC?
Conclusion:
XYZ Life cannot be so licensed, because there is no independent adjuster license for life
insurance. (The processing of life insurance claims, unlike other types of insurance claims,
typically requires little discretionary authority on the part of the person or entity handling such
claims.) However, when the processing of life insurance claims requires adjusting, only certain
persons—including employees, agents, or authorized affiliate insurers of the insurer itself—may,
subject to statutory exceptions, adjust such claims. Since XYZ Life does not come within any of
the statutory exceptions, it may only perform ministerial functions with respect to the
processing of life insurance on behalf of ABC.
Facts:
The inquirer reports that his or her company, XYZ Life, is a subsidiary of ABC, and not licensed to
sell insurance in New York. Currently, XYZ Life administers life insurance policies on behalf of
ABC in New York. When processing life insurance claims on behalf of ABC, the inquirer states
that the duties of XYZ Life include the following: investigation for misrepresentation, including
the obtaining and reviewing of medical records and any other pertinent documents; reviewing
the claims to make final claims decisions; and settlement of the life insurance proceeds. The
inquirer asks whether XYZ Life requires an independent adjuster license to perform these
functions in New York.
Analysis:
N.Y. Ins. Law § 2102(a)(1) (McKinney 2006) is germane to the inquiry. That statute prohibits any
person, firm, association or corporation from acting as an insurance agent, insurance broker,
reinsurance intermediary or insurance adjuster in New York without an appropriate license. In
addition, Insurance Law § 2108(a)(3) requires that no adjuster shall act on behalf of an insurer
unless licensed as an independent adjuster.
The Superintendent has by regulation prescribed the types of independent adjuster licenses that
may be issued. Specifically, N.Y. Comp. Codes R. & Regs. tit. 11, § 26.3 (Regulation 25) (2006)
sets forth the types of licenses as follows:
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(a) fire
(b) inland marine
(c) aviation
(d) automobile
(e) motor vehicle and workers’ compensation health service charges
(f) automobile damage or theft appraisals
(g) casualty
(h) fidelity and surety
(i) accident and health
(j) general
Currently, there is no provision in the regulation that allows for the issuance of a life insurance
independent adjuster license, as life insurance claims, unlike other insurance claims, generally
require little discretionary authority on the part of the person handling the claim. Thus, XYZ Life
cannot obtain an independent adjuster license to adjust life insurance claims.
However, there are instances when significant discretionary authority may be involved in the
adjusting of life insurance claims. Since there is no independent adjuster license for life
insurance, in those instances only certain persons—including an employee, agent, or authorized
affiliate insurer of the insurer itself—may adjust such claims. Insurance Law § 2101(g) defines
the activities and role of an adjuster, and specifically provides for certain exceptions:
(1) The term “independent adjuster” means any person, firm, association or corporation who, or
which, for money, commission or any other thing of value, acts in this state on behalf of an
insurer in the work of investigating and adjusting claims arising under insurance contracts issued
by such insurer and who performs such duties required by such insurer as are incidental to such
claims and also includes any person who for compensation or anything of value investigates and
adjusts claims on behalf of any independent adjuster, except that such term shall not include:
(A) any officer, director or regular salaried employee of an authorized insurer or entity licensed
pursuant to article forty-four of the public health law providing comprehensive health service
plans (as used in this paragraph, a “health maintenance organization”), or any manager thereof,
individual or corporate, or the manager, agent or general agent of any department thereof,
individual or corporate, or attorney in fact of any reciprocal insurer or Lloyds underwriter, or
marine underwriting office, unless acting as an auto body repair estimator as defined in
subsection (j) of this section;
…
(E) any officer, director or regular salaried employee of an authorized life insurance company, or
any manager thereof, individual or corporate, or the manager, agent or general agent of any
department thereof, individual or corporate, when the claim to be adjusted is submitted under
an insurance contract issued by another insurer and the claim: (i) is within the scope of a
contract of reinsurance between the two insurers for all of the underlying risks and none of the
underlying risks are later reinsured back to the ceding insurer; and (ii) relates to a kind of
insurance that the authorized life insurance company adjusting the claim is licensed to write…
(Emphasis added.)
In determining what constitutes “investigating and adjusting of claims” within the meaning of
Insurance Law § 2101(g)(1), the Department considers whether the duties performed in the
handling of a claim require the exercise of discretionary authority conferred by the insurer to
the person or entity (in which case an adjuster’s license is required), or the performance of
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strictly ministerial tasks. Tasks such as data entry and data processing are generally considered
ministerial in nature, and do not require licensing, because they are not discretionary acts
performed by the person or entity handling the “investigating and adjusting of claims.” See OGC
Opinion 07-10-09 (Oct. 23, 2007).
Some of the activities performed by XYZ Life in processing life insurance claims seem to
constitute the “investigating and adjusting of claims” within the meaning of Insurance Law
§ 2101. Since there is at present no independent adjuster license for life insurance, any tasks
involving adjusting, investigating or the exercise of discretionary authority may be performed
only by certain persons, including employees of ABC, or its agents or authorized affiliate insurers,
as per the exceptions set forth in Insurance Law § 2101(g)(1)(A) and (1)(E). Since XYZ Life is not
licensed to write insurance in the state of New York, it cannot avail itself of the exception for
authorized affiliates.
To the extent that XYZ Life’s activities on behalf of ABC currently include the investigating and
adjusting of life insurance claims, XYZ Life and its employees should cease all such activities
immediately and provide the undersigned, within ten (10) business days of the date of this letter,
with written confirmation that XYZ Life has, in fact, discontinued such activities.
For further information, you may contact Supervising Attorney D. Monica Marsh at the New
York City office.

Chapter 6 Review
Once reported to a carrier, claims are adjudicated by a staff adjuster, or independent adjuster.
The first party to an insurance claim is the insured. Policies vary as to who is an insured, with
health insurance listing the specific names of insured, while homeowners and personal auto
policies typically include a “resident relative”.
The third party to an insurance claim is an individual or entity injured or harmed by the first
party. The third party has no direct relationship to the insurance contract.
The term second party to an insurance policy or contract refers to the insurer, although this term
is rarely used.
The role of an adjuster is to verify coverage under a policy and determine eligibility of loss to the
insured.
State Law is interpreted and enforced by State Agencies through Regulations.
Public adjusters work on behalf of the insured, not the insurer.
A broker may be also exempt licensing as a public adjuster when acting specifically as an
adjuster for their clients.
Public adjusters are limited to the settlement of property claims.
A staff adjuster is employed by their insurance carrier.
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Public adjusters are typically hired in situations where the extent of loss is significant or when
the settlement proposed by the insurer is deemed by the insured to be less than their
responsibility for the loss claimed.
Public Adjusters are prohibited from soliciting business between the hours of 6pm and 8am.
Public adjusters are prohibited from sharing commissions and fees with non-licensed individuals
In New York State, Public Adjusters in New York State charge a percentage of the settlement,
with the percentage capped at 12.5%, but subject to negotiation.
Public adjusters industry designations include the Associate in Claims (AIC), Certified
Professional Public Adjuster (CPPA) and Senior Professional Public Adjuster (SPPA).
Independent adjusters have broader scope than public adjusters.
Independent adjusters are not required to complete continuing education credits.
An insurer can designate an unlicensed employee as a staff adjuster, they are not permitted to
extend that authorization to outside individuals or companies who are unlicensed.
The Department of Financial Services does not issue a life adjuster license.
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Chapter 7
Section 32 - The Actuary
One of the most basic principles of insurance is the understanding of the cost of risk, balanced
against the need for premium. It is the role of the Actuary to evaluate risk and determine
adequate pricing for an insurer. In a simplified example with 10 homes covered by an
insurance company, where each home has a value of $100,000, the insurer would have a liability
of $1 million, the total value of all 10 homes. History shows that it is unlikely for a home to be
lost at one time very often. If we assume that one home is lost every 10 years, the insurer need
for cash to handle a claim is reduced from $1 million each year to $100,000 every 10 years. This
reduces the need for annual premium from each of the 10 homeowners from $100,000 every year
to $1,000 per year.
#Homes

Value

Rate of Claim

Claim Amount

Claim Reserve
Needed

Annual Premium
Required

10

$100,000

1 every 10 years

$100,000

$100,000 / 10 years

10

$100,000

1 every year

$100,000

$100,000 / 1 year

$1,000 per home per
year
(10 x $1,000 x 10 years
= $100,000)
$10,000 per home per
year
(10 x $10,000 =
$100,000)

As the pool of insurer liabilities expands and diversifies, the calculation of premium needs
becomes more complicated. Company expenses, including producer commissions, policy
processing, claims management, reserve funding, reinsurance and investor profits change the
mathematical calculations from basic arithmetic to highly sophisticated formulas. The actuary is
responsible for ensuring the insurance company has premiums and other reserves that are
sufficient to meet their expected claims needs as well as other expenses.
Actuaries manage risk. They do that by evaluating the likelihood of future events, Designing
creative ways to reduce the likelihood of undesirable events, and decreasing the impact of
undesirable events that do occur. New York State does not license actuaries. Actuaries receive
their designation through the Casualty Actuarial Society or the Society of Actuaries.
Among those designations are the Associate of the Society of Actuaries (ASA), the Chartered
Enterprise Risk Analyst (CERA) and Fellow of the Society of Actuaries (FSA). The
designation program exams are rigorous.
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The US Bureau of Labor Statistics reports that the job outlook for actuaries is positive with a
projected growth of 20% in between 2018 and 2028. Actuary compensation is higher than
average workers with median wage for actuaries in 2019 of $108,000. The number of new
opportunities, however, is projected to be 5,000 new jobs.
The following are sample questions from the Society of Actuaries to help determine if a career as
an actuary is for you:
Apply your math skills to actuarial exam questions.
Actuaries earn professional credentials by passing a series of examinations. This online exam is
designed to give you an idea of the types of questions you might encounter on the preliminary
actuarial examinations administered by the Casualty Actuarial Society and Society of Actuaries.
The sample problems are actual questions from prior exams, but they do not cover all the topics
or all levels of difficulty.
Answer the five multiple choice questions below, then click submit to see your results.
1. An urn contains 10 balls: 4 red and 6 blue. A second urn contains 16 red balls and an unknown
number of blue balls. A single ball is drawn from each urn. The probability that both balls are the
same color is 0.44.
Calculate the number of blue balls in the second urn.
4

20

24

44

64

2. An insurance company determines that N, the number of claims received in a week, is a
random variable with P[N = n] = 1/2n+1, where n > 0 . The company also determines that the
number of claims received in a given week is independent of the number of claims received in
any other week. Determine the probability that exactly seven claims will be received during a
given two week period.
1/256

1/128

7/512

1/64

1/32

3. A device runs until either of two components fails, at which point the device stops
running. The joint density function of the lifetimes of the two components, both measured in
hours, is
f (x,y)=x+y/8 for 0< x < 2 and 0< y < 2 .
What is the probability that the device fails during its first hour of operation?
0.125

0.141

0.391

0.625

0.875

4. Let T1 be the time between a car accident and reporting a claim to the insurance company.
Let T2 be the time between the report of the claim and payment of the claim. The joint density
function of T1 and T2, f(t1, t2), is constant over the region 0 < t1 < 6, 0< t2 < 6, t1 + t2 < 10, and
zero otherwise. Determine E[T1 + T2], the expected time between a car accident and payment
of the claim.
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4.9

5.0

5.7

6.0

6.7

5. Claim amounts for wind damage to insured homes are independent random variables with
common density function

where x is the amount of a claim in thousands.
Suppose 3 such claims will be made.
What is the expected value of the largest of the three claims?
2025

2700

3232

3375

4500

#1 Answer 4: #2 Answer 2 1/64th: #3 Answer .625 #4 Answer 5.7 #5 Answer 2025

Actuarial reports go far beyond the loss ratio and combined loss ratios that producers are familiar
with. A loss ratio is the total of losses incurred divided by premiums collected. A
Combined Loss Ratio includes expenses in the calculation. Insurance company investment
income is not a factor in these calculations. In the Property Casualty (P&C) industry, the
National Association of Insurance Commissioners (NAIC) reports the average company loss
ratio for the 5-year period from 2013 thru 2017 was 75.8%. When expenses, or an expense ratio
is added, to determine the combined loss ratio, the combined ratio for the same time period was
reported to be 98.74%.
These two ratios do not incorporate income from the investments on funding reserves, which
averaged $32.52 billion during the 5 year time period. The addition of investment income makes
it possible for an insurance company to have a negative combined loss ratio, greater that 100% or
the total of premiums collected in a given year. For example, $100 in premium and $101 in
losses and expenses results in the company losing $1, which would appear to be unsustainable.
However, if the investment gain on the $100 during that time period is $5, the company will
actually net a profit of $4.
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Perhaps the most commonly known actuarial product for insurance producers is the
Actuarial Life Table, or mortality table. The Life Table is used in the life insurance industry
in determining pricing for various products. Basic tables show the rate of deaths, or expected
longevity of life, in a population over a specific time period. The actuary examines the rate of
death, which is known data, to determine the probability of death for individuals in the future.
Medicine, electricity, water purification and other factors have increased the life expectancy of
individuals, as shown in the graph. An individual male, born in 1900 had a life expectancy or
less than 50 years, while a male born in 1980 has a life expectancy of 70 years, according the
Social Security Administration
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This data is straight forward. However, this graph displays the expectancy of life from age 0.
Children who die in infancy are a factor, as are accidental and other early deaths.
Note the rapid drop in life expectancy in 1918 when the Spanish Flu (H1N1) claimed 50 million
worldwide and approximately 675,000 in the United States.

The data changes significantly when the early aged deaths are taken out of the equation. Not all
females born in 1900 died at age 50. Those who lived to be 65 years of age in 1900 could expect
to live an additional 11 to 12 years. In the year 2000, males reaching age 65 could expect to
live an additional 15 years and females 18 years, a significant improvement. The numbers are
show a much different projection than the life expectancy from age zero.
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https://www.ssa.gov/oact/NOTES/as120/LifeTables_Body.html
In addition to the raw data analysis, the actuary factors other items, such as pre-existing health
conditions, family health history, occupation and hobbies to these statistics, complicating the
projections. The amount of insurance requested and the term of the policy are also factors. The
difference in policy pricing between a term life and whole life policy are considerable as one
may never pay out to a beneficiary and the other will almost certainly end with a payment.
Term
Term Insurance is the simplest form of life insurance. It pays only if death occurs during the term of the
policy, which is usually from one to 30 years. Most term policies have no other benefit provisions.
Whole Life/Permanent
Whole life or permanent insurance pays a death benefit whenever you die—even if you live to 100! There
are three major types of whole life or permanent life insurance—traditional whole life, universal life, and
variable universal life, and there are variations within each type.
http://www.iii.org/article/what-are-principal-types-life-insurance

The importance of an actuary is supported in requirements State Regulations place on insurance
companies to file an Actuarial Opinion Summary each year regarding the adequacy of
company reserves and other items relating to the fiscal health of the company.
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Supplement No. 9 to
Insurance Circular Letter No. 22 (2005)
February 27, 2017
TO: All Property/Casualty Insurers Domiciled in New York State
RE: Filing of Actuarial Opinion Summary (“AOS”)
STATUTORY AND REGULATORY REFERENCES: Insurance Law §§ 307(a)(1) and (2) and 4117;
Public Officers Law §§ 87(2)(d) and 89(5)(a)(1) and Article 6.
The purpose of this Circular Letter is to advise all domestic property/casualty insurers required
to file a Statement of Actuarial Opinion with the National Association of Insurance
Commissioners (“NAIC”) property/casualty statement (i.e., “yellow blank”) in accordance with
Insurance Law § 307(a)(1) and (2) that they also should file an AOS with the New York State
Department of Financial Services (“Department”) for the year ending December 31, 2016. The
instructions regarding this filing are set forth in the NAIC’s 2016 Property/Casualty Annual
Statement Instructions.
An insurer that believes its records contain “trade secrets . . . or if disclosed would cause
substantial injury to the competitive position of the subject enterprise” may request, pursuant
to New York Public Officers Law § 87(2)(d), that the Department except such documents from
disclosure pursuant to Public Officers Law § 89(5)(a)(1). Should the Department receive a
request for records for which an insurer requested an exception from disclosure, the
Department will notify the insurer and give the insurer an opportunity to respond in accordance
with Article 6 of the Public Officers Law.
Every insurer should file the required AOS with the Department by March 15 of the year
following the reported year.
Please direct any questions regarding this circular letter to Gloria Huberman, Deputy Chief
Actuary, at Gloria.Huberman@dfs.ny.gov or (212) 480-5134.
Very truly yours,
_______________________________
Stephen Doody
Deputy Superintendent
Property and Casualty Insurance

Chapter 7 Review
It is the role of the Actuary to evaluate risk and determine adequate pricing for an insurer.
Actuaries receive their designation through the Casualty Actuarial Society or the Society of
Actuaries.
116

A loss ratio is the total of losses incurred divided by premiums collected.
A Combined Loss Ratio includes expenses in the calculation.
The most commonly known actuarial product for insurance producers is the Actuarial Life Table,
or mortality table
In the year 2000, males reaching age 65 could expect to live an additional 15 years, age 80, and
females 18 years, age 83.
State Regulations require insurance companies to file an annual Actuarial Opinion Summary
detailing company reserves.
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Chapter 8
Section 33 - Fraud and Special Investigative Units
In the History of Insurance course from Insurance Training Institute, the problems of insurance
fraud are shown to have persisted for more than 2300 years.
Demostenes, one of the great Greek orators, told the story of
Hegestratus and Zenothemis and their plan to cheat the system that
went wrong. The scheme of bottomry, or cargo fraud, was to claim a
ship which held cargo of grain, which it did not, which destined for a
foreign port would be lost at sea. While in transit, the ship would be
sunk and the two villains would escape on the life boat. We know the
story because the ship did not sink and though one villain, Hegestratus,
lost his own life when he jumped ship missed the boat he planned to
escape in, the other scoundrel, Zenothemis, was returned to the port of
origin and faced trial for his criminal actions.
Easy money is hard to pass up and despite the words of law enforcement, and others, that crime
does not pay, there is perhaps more truth to the quote from Jay Crownover “Whoever said crime
doesn't pay is an idiot. It pays great, which is why there is so much of it.” That certainly was true for
Alexei Legassov, until it was no longer true. In a scheme very similar to that of Hegestratus and
Zenothemis, Legassov ran a cargo insurance fraud scam for years where claims of lost cargo
were made while no cargo ever existed. In the end, several insurance companies and their
Special Investigate Units (SIUs), the New Jersey State Police, the New Jersey State Attorney
General’s Office of Fraud Prosecution, a Grand Jury and trial to put this culprit behind bars for
nine years with $1.2 million in restitution to pay.

For Immediate Release:

For Further Information:

July 21, 2017
Office of The Attorney General
- Christopher S. Porrino, Attorney General
Office of the Insurance Fraud Prosecutor
- Christopher Iu, Acting Insurance Fraud Prosecutor

Media InquiriesLisa Coryell
609-292-4791
Citizen Inquiries609-984-5828

Florida Couple Charged with Filing Nearly $800,000 in Fraudulent
Insurance Claims for Refrigerated Cargo Purportedly Spoiled in
Transport by Their Long-Haul Trucking Companies

118

TRENTON – Attorney General Christopher S. Porrino and the Office of the Insurance Fraud
Prosecutor (OIFP) today announced that a Florida couple has been charged with first-degree
conspiracy and money laundering, and second degree insurance fraud for allegedly filing nearly
$800,000 in false claims for refrigerated cargo purportedly spoiled in cross-country transport by the
couple’s long-haul trucking companies in Middlesex.
Palm Coast, Florida residents Alexei Legassov, 55, and Ekaterina Khlaponina, 37, were also charged
with second-degree theft by deception and attempted theft by deception in an indictment handed up by
a state Grand Jury in Trenton. Legassov, who also resides in Staten Island, was further charged with
misconduct by a corporate official.
According to the indictment, the couple owned and/or controlled various long-haul trucking
companies in Middlesex County, including, but not limited to, Akmos Trade Limited; Moon and
Eggplant Limited; Passing Score LLC; and G.K. Refrigerated Line, LLC.
According to the indictment, between July 2012 and May 2017, under the guise of their various cargo
hauling companies, the pair allegedly filed and/or caused to be filed at least nine fraudulent insurance
claims to at least three insurance companies. The nine claims sought approximately $796,500 in total
settlement funds to cover losses purportedly incurred when truck refrigeration units broke down in
transport, damaging and/or destroying fruits, vegetables, frozen cakes and other refrigerated cargo. In
reality the cargo was not damaged and/or destroyed and/or did not exist, according to the indictment.
“These defendants went to great lengths to give their alleged criminal conspiracy the patina of
legitimacy, said Attorney General Porrino. “We allege they used fabricated invoices and other
fraudulent documents to buttress their false claims for losses never incurred. They now face serious
charges for defrauding carriers that insure cargo vital to commerce.”
“Cargo fraud not only increases premiums for honest trucking companies, it drives up the cost of
transporting food, forcing shoppers to pay more for groceries,” said Acting Insurance Fraud
Prosecutor Christopher Iu. “This indictment demonstrates our continued efforts to assure the integrity
of the insurance industry and protect honest citizen from bearing the burden of insurance fraud.”
Harleysville Insurance Company (“Harleysville”), which has now merged with Nationwide Insurance
Company, and AIG and/or Lexington Insurance Company paid six settlement claims totaling
approximately $509,000 to Akmos Trade Limited and Moon and Eggplant Limited, according to the
prosecutor. Thereafter, the settlement checks were received and deposited into bank accounts owned
and/or controlled by Legassov and/or Khlaponina, according to the indictment.
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Three claims seeking approximately $288,000 total, were denied by Harleysville and Progressive
Insurance Company, according to the prosecutor
The indictment is merely an accusation and the defendants are presumed innocent until proven guilty.
First-degree crimes carry a sentence of 10 to 20 years in state prison and a fine of up to $500,000.
Second-degree crimes carry a sentence of 5 to 10 years in state prison and a criminal fine of up to
$150,000.
Deputy Attorney General Kelly Levy presented the case to the grand jury. Detectives Taryn Seidner,
Natalie Brotherston, and Matthew Armstrong coordinated the investigation with assistance from
Harleysville, including SIU Investigator Mike Graziose, AIG, and Progressive Insurance Company,
the New Jersey State Police, analysts Greg Nolan and Terry Worthington.
Acting Insurance Fraud Prosecutor Iu noted that some important cases have started with anonymous
tips. People who are concerned about insurance cheating and have information about a fraud can
report it anonymously by calling the toll-free hotline at 1-877-55-FRAUD, or visiting the Web site
at www.NJInsurancefraud.org. State regulations permit a reward to be paid to an eligible person who
provides information that leads to an arrest, prosecution and conviction for insurance fraud.
Follow the New Jersey Attorney General’s Office online
at Twitter, Facebook, Instagram & YouTube. The social media links provided are for reference only.
The New Jersey Attorney General’s Office does not endorse any non-governmental websites,
companies or applications.
####

Section 34 – Arson and the Fraud Prevention Act
Insurance fraud is an age-old crime. Fighting insurance has developed with regulation of the
industry. Article 4 of the Insurance Law is the Insurance Fraud Prevention Act. The New York
State Legislature created the Act, noting in the Section Title that “the adjustment and payment
of claims and losses, involve many transactions which have potential for abuse and illegal
activities.” In the three subsections of the Title focus on transactions that have potential for
abuse, arson and the establishment of a framework to combat insurance fraud.
The Laws Of New York – Insurance Article 4 Insurance Frauds Prevention Act
Section 401 Title; legislative declaration and purpose
Insurance (ISC)
This article shall be known and may be cited as the "insurance frauds prevention act".
(a) The legislature finds and declares that the business of insurance directly and indirectly
affects all sectors of the public, business and government. It further finds that the business of
insurance, including organization and licensing, the issuance of policies, and the adjustment and
payment of claims and losses, involve many transactions which have potential for abuse and
illegal activities.
(b) Arson for insurance fraud is a particularly damaging crime against society, destroying lives,
property and neighborhoods. Insurance losses resulting from arson are reflected in higher
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premiums charged to residents of this state.
(c) This article establishes a framework within which the superintendent and the department
can more effectively assist in the elimination of arson for insurance fraud. That increased
capacity, together with a more effective monitoring of fire loss claims and payments by the
insurance industry through centralized reporting and oversight, is intended to make it more
difficult to perpetrate the crime of insurance fraud by arson.

Subsections (b) and (c) specifically call attention to the problems of arson and insurance fraud.
Arson, like cargo fraud, is not a new problem, but the severity of arson became an extreme
issue for New York in the 1960’s that persisted through the 1970’s and into the early 1980’s.
Perhaps the greatest quote, that never was, “The Bronx is Burning”, goes to Howard Cosell. The
false quote is a reference to Cosell’s coverage, along with Keith Jackson, of Game 2 of the 1977
World Series at Yankee Stadium on October 12 th, 1977. While providing television coverage of
the game, a helicopter crew gave live shots of large building fire just blocks from the stadium.
The actual quotes from the sports casters make no reference to the systemic problems of arson in
the Bronx.
Jackson: "That is a live picture, obviously a major fire in a large building in the south Bronx
region of New York City. That's a live picture, and obviously the fire department in the Bronx
have there, a problem. My goodness, that's a huge blaze."
Cosell: "That's the very area where President Carter trod just a few days ago."
Cosell: "That's a live shot again, of that fire in the south Bronx that Keith called to your attention
just a few moments ago. Wonder how many alarms are involved? But as Keith said, the fire
department really has its work cut out for it."

https://nypost.com/2010/05/1/why-the-bronx-burned/
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The facts are startling; there were a tremendous number of intentionally set fires during that era.
Books have been written, documentaries filmed and numerous articles published. In New York
City during the mid-70’s 12,000 structural fires were attributed to arson.

Arson In New York: 1985 City of New York
https://www.ncjrs.gov/pdffiles1/Digitization/103200NCJRS.pdf
The New York Post reported “seven different census tracts in the Bronx lost more than 97% of
their buildings to fire and abandonment between 1970 and 1980”, leaving scars that were
obvious for decades. The Bronx was not alone is suffering from arson. Other New York City
neighborhoods were devastated as well, including neighborhoods that today are resurging.
The South Bronx (along with Brooklyn’s Brownsville, Bushwick, and Bedford-Stuyvesant
neighborhoods, and Manhattan’s Harlem and Lower East Side) was indeed burning. Seven
different census tracts in The Bronx lost more than 97% of their buildings to fire and
abandonment between 1970 and 1980; 44 tracts (out of 289 in the borough) lost more than
50%. “The smell is one thing I remember,” says retired Bronx firefighter Tom Henderson. “That
smell of burning — it was always there, through the whole borough almost.”
https://nypost.com/2010/05/16/why-the-bronx-burned/

Section 35 - Fair Plans
A bit more history shines light on the insurance problems of arson in the later 20 th Century. The
civil unrest that swept the United Stated in the 1960’s caused significant destruction to property
in cities from coast to coast. The riots enhanced the insurance industry’s disinterest in providing
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coverage to specific areas where demonstrations were taking place, almost exclusively minority
neighborhoods. The insurance industry deemed these risks as unreasonably high, though not on
a parcel-to-parcel basis, but rather on the location, or neighborhood. The insurance industry
practice of avoiding or refusing to write policies in certain areas is known as “redlining”.
The exit of traditional insurers from these targeted areas led to sub-standard insurers picking up
some additional risks with excess rates.
The insurance industry acknowledged the restricted market situation by 1966 and urged agents,
insurance companies, government, rating bureaus, and insurance commissioners to accept the
responsibility of providing insurance for well-maintained properties regardless of location or
value. 7 Flexible rating plans were developed in accordance with the insurance maxim that
"everything is insurable at a price." Insurance was sometimes written through a substandard
rating plan, applying surcharges for specific hazards. An alternative method was writing
insurance through an excess rate (ER) plan," which required written consent to be charged over
manual rates. A second alternative was obtaining insurance through the surplus lines market."
“Fair Plans: History, Holtzmans and the Arson-for-Profit Hazard” Joanne Dwyer
Fordham University School of Urban Law Journal 1978 Volume 7 Number 3 Article 3
https://ir.lawnet.fordham.edu/cgi/viewcontent.cgi?referer=https://www.google.com/&httpsredir=1&arti
cle=1654&context=ulj

The problems of the 1960’s were so significant across the nation that President Johnson
established the National Advisory Commission on Civil Disorders in 1967. The charge of the
Commission was to “investigate and pinpoint the cause of these serious outbreaks and to
recommend legislation to prevent their continuance” as noted in “A report by the President’s
National Advisory Panel on Insurance in Riot-Affected Ares (1968)”. This effort led to the
Urban Property Protection and Reinsurance Act of 1968. Included in the Act were four Parts:
Part A – Statewide Plans to Assure Fair Access to Insurance Requirements – FAIR Plans
Part B – Reinsurance Coverage – Reinsurance of Losses from Riots or Civil Disorders
Part C – Federal Insurance Against Burglary and Theft – Review and Program Authority
Part D – Provisions of General Applicability – Claims and Judicial Review.
Individual states, in order to participate in the benefits of the Act, notably Riot Reinsurance from
the Federal government, were required to establish Fair Access to Insurance Requirements
(FAIR) Plans. By 1978 twenty-six states, the District of Columbia and Puerto Rico had Plans
established. Today, 29 states have Plans enacted. FAIR Plans are a “market of last resort” for
property owners unable to find coverage in the voluntary insurance marketplace.
The New York FAIR Plan was created by Article 54 of the Insurance Law in 1968. The Plan is
operated by the New York Property Insurance Underwriting Association, (NYPIUA). The
FAIR Plan provides Dwelling Basic and Broad Form Coverage as well as Commercial
Coverage. It should be noted that the New York FAIR Plan offers Property Coverage but does
not offer Liability Coverage. NYPIUA.com provides online applications for insurance coverage.
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About NYPIUA
New York Property Insurance Underwriting Association began its full-time operation on
October 28, 1968. The widespread riots of the previous year that had caused property damage
brought attention to the fact that some owners of inner city properties had trouble purchasing
fire insurance.
Representatives of the insurance business met with Washington officials to look for a way to
provide adequate insurance protection in a climate dominated by civil unrest. They created a
program in which the private companies would provide fire insurance to any insurable risk
regardless of location. If this proved too demanding for the private sector, then--with the
approval of the state legislatures--joint underwriting associations were to be formed to
provide coverage.
Today such associations operate in 29 states, the District of Columbia and Puerto Rico. The
New York Property Insurance Underwriting Association is among the largest. Moreover, in
New York State virtually all properties can look to the Association for insurance coverage. In
many other state pools coverage is restricted to certain risks in certain districts.
Begun as part of the former New York Fire Insurance Rating Organization, the Association was
reformed in 1970 as a free-standing unit, headed by its own executive staff, housed in its own
offices and serviced by its own personnel.
When first established, New York Property offered only the very basic property insurance--fire
and extended coverage. As the Association matured, it instituted new programs to meet
changing needs.






Shortly after the Association became an independent unit its method of handling
policies and claims was changed to allow the Association to operate as a syndicate
and issue policies directly. Originally "service companies" had performed this role.
In addition to basic fire and extended coverage, the Association has introduced
vandalism and malicious mischief insurance, sprinkler leakage insurance, and time
element coverages such as loss of rental value, loss of business income, and additional
living expense.
Besides company representatives, the Association's board has three insurance
producers appointed by the Superintendent of Insurance to represent the public.

These developments highlight an on-going effort to manage, in the public interest, a
comparatively new multi-million dollar public entity.




The Association has conducted open forums with its board of directors in different
cities throughout the state to promote a two-way flow of information between the
Association and its insureds.
Arson awareness programs are sponsored by the Association and there is an on-going
effort on the part of the Association to thwart arson for profit.

124





The Association has successfully promoted a juvenile fire safety program featuring a
Teacher's Guide and video entitled, "Don't Play Games with Fanny Flame."
Four decades of experience enable the New York Property Insurance Underwriting
Association to provide for a need in the community.
Our office is located at 100 William Street in downtown Manhattan. You can call us
with questions at (212) 208-9700 from New York City, Nassau County and southern
Westchester County. If you are calling from anywhere else in the state, you may use
the toll-free number (800) 522-3372.

The introduction of FAIR Plans did not solve the problem of arson in major cities across the
country, nor did it resolve issues of Redlining, excessive insurance pricing or inflated property
valuations. In 1978, a decade after the Urban Protection and Reinsurance Act of 1968, Congress
passed a set of reforms, which became known as the Holtzman Amendment. The revisions
followed the suggestions of several reports on the effectiveness of the original Act, including one
from the Comptroller General of the United States, who runs the General Accounting Office. In
the report the Comptroller General addresses a number of questions presented by Congress,
including problems of arson and the valuation or overvaluation of properties insured by
individual state FAIR Plans.
The GAO response to Congress also cited a 1976 report “Arson: America’s Malignant Crime”.
That report, prepared by Battelle Columbus Laboratories, provided this definition of arson and
was quoted by the GAO, states that arson is defined as “The crime of maliciously burning the
building or the property of another, or of burning one’s own for some improper purpose,
as to collect insurance”.
The Battelle report stated that current trends in arson are worsening and that urban fire
departments estimate that as much as half of all city fire losses are from fires set on purpose.
These fire losses, according to the report, may have an impact on the economy each year of as
much as $10 billion through higher insurance premiums, higher prices for what is not burned,
lost jobs and higher taxes. In addition, as many as 1,000 lives are lost to arson each year,
according to the report. Information published by the Property Loss Research Bureau, an
insurance trade association representing about 115 companies, states that since the early 1950s
arson losses in the Nation have increased tenfold.

The Battelle report provided a wealth of data to Congress on the impact of arson on the insurance
community including FAIR Plans and the voluntary market, noting “Although arson-for-profit
may be a problem in FAIR Plan insurance properties, private insurance companies, are
experiencing most of the arson-for-profit, according to some Plan officials.” The report’s
Executive Summary identified nine (9) specific need areas, including the classification of arson
in crime reporting, training of investigators, improved funding, consistent terminology and
“uniform laws, regulations, particularly insurance regulations and practices.”
(Note: The Battelle report can be found in the Google Books digital database at
https://books.google.com/books?id=58eOyNdfHfYC&lpg=PA8&pg=PA3#v=onepage&q=haza&f=f
alse )

The Holtzman Amendment to the Urban Protection and Reinsurance Act of 1968 made three
significant changes to the 1968 Act:
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Requiring 1/3 of members of every State FAIR Plan Board of Directors not be affiliated
with an insurance company or producer to represent the public
That no risk within a Plan shall be insured at a rate higher than the rates set by the
principal State-licensed rating organizations for essential property insurance in the
voluntary market, excepting for substandard physical conditions
That states that fail to adopt these standards shall not be eligible to participate in the
Federal Riot Reinsurance program.

New York State did not adopt the Holtzman Amendment changes. The State Senate, in 1979,
blocked the provisions, offering their own proposal to lower threshold requirements. Although
in New York State, FAIR Plan rates were “three to four times normal market prices”, according
to then New York State Senator John Dunn, property fire insurance policies were sold through
the FAIR Plan in most blighted New York neighborhoods.
The availability of insurance, through the voluntary market or the FAIR Plan market of last
resort, was one of numerous factors feeding the arson epidemic. The post World War II
economic success allowed more families to own two cars and move to the suburbs, abandoning
city residences, property owners refused to reinvest into their properties, and redlining minority
neighborhoods by not just the insurance industry but banking institutions too, led to a massive
devaluation of property values in cities across the Country. The availability of insurance,
through FAIR Plans created a “moral hazard” which was acted on consistently.
Illinois FAIR Plan officials said that FAIR Plans need to evaluate not only the property but the
property owners as well. Although these officials said that the owner's attitude is important,
they do not obtain information concerning this matter. Some of these other factors, often
referred to as "moral hazards", concern the character and attitude of insureds and would
include such information as the person's or company's financial condition, tax arrearages,
housing code violations, use being made of the property and the insured's history of fires. Use of
some of this information would require access to city records. As an example, Plan officials cited
city inspection records on an owner's violation of building codes, the length of time the
violations have remained uncorrected, and renter complaints.
Report by the Comptroller General of the United States to the Permanent Subcommittee on
Investigations Committee on Governmental Affairs of the United States Senate, May 31, 1978

John Gannon, Vice President of the International Association of Firefighters, also testified in a
hearing before the Subcommittee on Intergovernmental Relations of the Committee on
Government Affairs in the United States Senate on May 4, 1979 that “Arson has become the
Nations costliest crime, with total annual losses, direct and indirect, exceeding an estimated $15
billion”. Mr. Gannon also noted that “an estimated 1,000 people die and another 10,000 are
injured each year in arson fires”.
Understanding the history of a problem is essential to understanding the attempts to solve a
problem. Arson, a crime that costs every individual and business paying insurance
premiums, was an enormous problem then, while not solved, it has been reduced greatly.
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In 1978, New York City, under Mayor Ed. Koch, instituted the Arson Strike Force, which
brought together the City Fire Department, Police Department, Department of Housing
Preservation, and other agencies to provide a coordinated fight against arson. This program
followed the introduction of Red Caps, which were red baseball hats be worn by Fire Marshals at
the scene of all New York City fires. Red Caps were ordered to begin fire investigations
immediately, while structure fires were still being fought. In hot spot arson areas, Red Caps
were stationed 24 hours a day in mobile trailers. These Fire Marshals did more than investigate
fires, they built relationships in the communities to identify problem properties, follow absentee
landlords, work with insurance companies to mark suspicious property transactions where new
owners had history of fire claims, and reduce the death rate of innocent arson victims.
It wasn’t until the late 70s, when a new chief fire marshal, John Regan, took charge of the
Bureau of Fire Investigation that the FDNY began making successful attempts to stamp out the
arson epidemic.
“He starts this program called the Red Caps,” Dunn says. “He makes all the marshals wear red
baseball caps, and he makes them respond to any all-hands working fire, regardless of whether
we declare it suspicious or not.”
The Red Caps assumed a presence in arson-rife neighborhoods, staying in trailers on a rotational
basis in South Bronx, Harlem, the Lower East Side and other arson-heavy areas. As soon as a fire
was reported, they went to the site, began investigating, interviewed onlookers and victims, and
made arrests.
“They got to the scene at the time of the fire. Not two hours later or a day later,” Dunn says.
How New York City Beat Arson – CityLimits, Meredith Sell, May 14, 2014

Section 36 - Frauds Bureau
Other specific efforts to combat the insurance fraud aspect of arson for profit include the
establishment of the New York State Insurance Department Frauds Bureau in 1981. The Frauds
Bureau was established as a law enforcement agency focusing on insurance fraud. State Frauds
Bureau investigators are Peace Officers with authority to make arrests. The Federal Bureau
of Investigation also increased its’ involvement with arson for profit prosecutions in the 1980’s.
The stronger approach to investigating arson fraud during the 1980’s was aided in reducing the
number of structure fires by increasing property values as economic conditions improved and
reinvestment in our cities increased. Building code enforcement made properties less susceptible
to fire. The introduction of modern battery operated smoke detectors in the late 1970’s also had
a major impact on limiting the damage to properties, with early warnings, but also led to
significant reduction in the loss of life due to fire. These factors led to significant reductions in
overall fires in New York and across the Nation.
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https://www.nfpa.org/News-and-Research/Data-research-and-tools/US-Fire-Problem/Firedeaths-by-state

Arson remains a major concern for the insurance industry. The investment into understanding
the underlying causes of problems like arson have led to great improvements in how insurance
products are regulated and have helped to control the level of rates paid by insurance consumers.
One example of a consumer protection resulting from this era is that New York has since
adopted anti-redlining Insurance Law, Section 3429, to prevent insurer avoidance or
unjustified rating based on geographic locations.
Section 3429
Geographical location of risks; fire, fire and extended coverage policies; private
passenger automobile insurance policies
Insurance (ISC)
Geographical location of risks; fire, fire and extended coverage policies; private passenger
automobile insurance policies. (a) No insurer shall refuse to issue or renew or shall cancel a
policy of:
(1) fire insurance or fire and extended coverage insurance, or
(2) automobile insurance subject to section three thousand four hundred twenty-five of this
article based solely on the geographical location of the risk within this state. Such prohibition
shall not preclude an insurer from refusing to issue or renew or from cancelling such policies
based on sound underwriting and actuarial principles reasonably related to actual or anticipated
loss experience subject to the applicable provisions of section three thousand four hundred
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twenty-five of this article.
(b) The superintendent shall by regulation establish procedures with respect to notification to
insureds of the insurer's specific reason or reasons for refusal to issue or renew or for
cancellation of such policy.

The insurance industry has fought a number of fraud trends over the decades and introduced
counter measures, laws and programs that change to meet the challenges of keeping rates low for
honest insurance consumers. In addition to arson-for-profit in the 1970’s, vehicle theft was a
tremendous problem. In 1977, New York State and the insurance industry tackled part of that
problem with the introduction of a photo inspection requirement for most vehicles covered by
comprehensive coverage, which includes theft of a vehicle. The photo inspection law targeted a
unique problem, phantom vehicles. Phantom vehicles were generally cars which were in
accidents in other states that had their vehicle identification numbers (VIN) used on insurance
policies in New York specifically to be reported stolen in schemes to collect from insurance
companies.
In 1976, I met with a group of representatives from major automobile insurers writing in New
York. They included Allstate, State Farm and GEICO. They complained to the department about
“phantom-vehicle claims.” These claims involved automobiles that were totaled in other states,
and then the title was registered in New York. Shortly after being insured, these vehicles would
be reported stolen. The Department of Motor Vehicles never inspected the vehicles, nor did
insurers.
John Reierson, https://www.insurancefraud.org/jifa/mar-2019/new-yorks-photo-inspectionlaw-its-

John Reiersen, a retired Chief Examiner with the New York State Insurance Department, was
instrumental in the development of the photo inspection program. Reiersen estimated that
15,000 phantom-vehicle comprehensive insurance claims for theft with an average value of
$6,500, for a total of $97,500,000 annually. The photo inspection law, implemented as
Regulation 79 in 1978, had a significant impact on the specific phantom vehicle problem,
resulting in a significant reduction of vehicle thefts. Coincidentally, as New York saw a 7
percent drop in automobile thefts reported, Connecticut, New Jersey and Pennsylvania saw
increases, suggesting the phantom-vehicle schemes moved to neighboring states.
Phantom vehicle thefts were only one part of the rampant vehicle theft problem. Vehicle theft
was a major problem around the nation. New York and California had the highest theft rates in
the country, with New York reporting 133,669 stolen cars and California reporting 145,270 in
1977. Automobiles were far simpler than today. Prior to 1970, when the Federal Motor Vehicle
Safety Standard 114 required passenger cars to be fitted with steering wheel locks that prevented
the wheel from turning without its’ ignition key inserted, there were few measures that prevented
auto theft. In fact, older vehicles could be “hotwired”, or started without a key, in a matter of
seconds by anyone with simple knowledge of the system, including kids. Cars were stolen for
joyrides, parts, transportation to and from simple crimes. Chop-shops, which dismantled
vehicles to sell parts, proliferated throughout New York City. Additionally, vehicles, which
suffered mechanical breakdown, were also reported as stolen by their owners.
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Often a car is "dumped" by its owner, by driving it into a body of water or simply abandoning it,
particularly if it is in poor condition or already damaged and the insurance proceeds would
exceed the actual resale value of the car. Investigators in 1977 found, teetering on the edge of a
deep-water quarry in Florida, a Rolls Royce, minus its license plate and other identification. A
garage receipt left in the car led the investigating team from three state and local agencies to
the owner, who had filed a $30,000 theft claim with his insurer, his second claim for a "stolen"
Rolls Royce. Some owners have their cars "stolen" by chop-shop operators, who pick them up
off the street, drive them to a cutting factory, and reduce them to parts. Or members of
organized crime can be enlisted to pick up a car for resale or their own use.
National Automotive Theft Bureau, 1977 Annual Report

Section 37 - Regulation 95 Fraud Prevention Plans
In addition to the introduction of the Frauds Bureau to the State Insurance Department in 1981,
New York State advanced its’ efforts to combat insurance fraud in 1998 with Regulation 95
requiring most insurance companies to implement fraud prevention plans and special
investigation units. This new Law and Regulation followed decades of no-fault auto claims
seen as fraudulent, which were perfected to a degree in the 1990’s by organized crime
organizations. Insurers, under the Regulation, are required to have Fraud Prevention Programs
and file annual reports with the Department of Financial Services. In addition, Special
Investigation Units are required to be staffed with investigators that have insurance claims
or law enforcement investigation experience. In addition, Special Investigation Units must
have their own budget within the insurance company and may not report to underwriting
department supervisors.
Section 409
Fraud prevention plans and special investigations units
Insurance (ISC)
(a) Every insurer writing private or commercial automobile insurance, workers' compensation
insurance, or individual, group or blanket accident and health insurance policies issued or issued
for delivery in this state, except for insurers that write less than three thousand of such policies,
issued or issued for delivery in this state annually, and every entity licensed pursuant to article
forty-four of the public health law except those entities with an enrolled population of less than
sixty thousand persons in the aggregate and, except those entities licensed pursuant to sections
forty-four hundred three-a, forty-four hundred three-c, forty-four hundred-d, forty-four
hundred three-f and forty-four hundred eight-a of the public health law shall, within one
hundred twenty days of the effective date of this amended section to be promulgated by the
superintendent to implement this section, file with the superintendent a plan for the detection,
investigation and prevention of fraudulent insurance activities in this state and those fraudulent
insurance activities affecting policies issued or issued for delivery in this state. The
superintendent may accept programs and processes implemented pursuant to section forty-four
hundred fourteen of the public health law as satisfying the obligations of this section and
regulations promulgated thereunder.
(b) (1) The plan shall provide the time and manner in which such plan shall be implemented,
including provisions for a full-time special investigations unit and staffing levels within such unit.
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Such unit shall be separate from the underwriting or claims functions of an insurer, and shall be
responsible for investigating information on or cases of suspected fraudulent activity and for
effectively implementing fraud prevention and reduction activities pursuant to the plan filed
with the superintendent. An insurer shall include in such plan staffing levels and allocations of
resources in such full-time special investigations unit as may be necessary and appropriate for
the proper implementation of the plan and approval of such plan pursuant to subsection (d) of
this section.
(2) In lieu of a special investigations unit, an insurer may contract with a provider of services
related to the investigation of information on or cases of suspected fraudulent activities;
provided, however, that an insurer which opts for contracting with a separate provider of
services, shall provide to the superintendent a detailed plan therefor, pursuant to requirements
set forth in regulation by the superintendent.
(3) Persons employed by special investigations units as investigators or by an independent
provider of investigative services under contract with an insurer shall be qualified by education
or experience which shall include an associate's or bachelor's degree in criminal justice or
related field, or five years of insurance claims investigation experience or professional
investigation experience with law enforcement agencies, or seven years of professional
investigation experience involving economic or insurance related matters. For the purposes of
evaluation of medical related claims insurers may employ or retain duly licensed or authorized
medical professionals. Notwithstanding these minimum requirements anyone employed as an
investigator in a special investigation unit or by a provider of investigative services under
contract to an insurer as of the effective date of this paragraph and who was also so employed
on or before September tenth, nineteen hundred ninety-six may continue in such employment
provided the insurer identifies such person in writing to the superintendent giving the date such
employment began and a description of the person's qualifications, employment history and
current job duties.
(c) The plan shall provide for the following:
(1) interface of special investigation unit personnel with law enforcement and prosecutorial
agencies and with the financial frauds and consumer protection unit of the department of
financial services;
(2) reporting of fraud data to a central organization approved by the superintendent;
(3) in-service education and training for underwriting and claims personnel in identifying and
evaluating instances of suspected fraudulent activity in underwriting or claims activities;
(4) coordination with other units of an insurer for the investigation and initiation of civil actions
based upon information received by or through the special investigation unit;
(5) public awareness of the cost and frequency of fraudulent activities, and the methods of
preventing fraud;
(6) development and use of a fraud detection and procedures manual to assist in the detection
and elimination of fraudulent activity; and
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(7) the time and manner in which such plan shall be implemented and a demonstration that
the fraud prevention and reduction measures outlined in the plan will be fully implemented.
(d) (1) A fraud detection and prevention plan filed by an insurer with the superintendent
pursuant to this section shall be deemed approved by the superintendent if not returned by the
superintendent for revision within one hundred twenty days of the date of filing. If the
superintendent returns a plan for revision, the superintendent shall state the points of objection
with such plan, and any amendments as the superintendent may require consistent with the
provisions of this section, including, but not limited to, staffing levels, resource allocation, or
other policy or operational considerations. An amended plan reflecting the changes shall be filed
with the superintendent within forty-five days from the date of return.
(2) If the superintendent has returned a plan for revision more than one time, the insurer shall
be entitled to a hearing pursuant to the provisions of article three of this chapter and
regulations promulgated thereunder.
(3) If an insurer fails to submit a final plan within thirty days after a determination of the
superintendent after the hearing held pursuant to paragraph two of this subsection, or
otherwise fails to submit a plan, or fails to implement the provisions of a plan in a time and
manner provided for in such plan, or otherwise refuses to comply with the provisions of this
section, the superintendent may: (i) impose a fine of not more than two thousand dollars per
day for such failure by an insurer until the superintendent deems the insurer to be in
compliance; or (ii) impose upon the insurer a fraud detection and prevention plan deemed to be
appropriate by the superintendent which shall be implemented by the insurer; or (iii) impose
the provisions of both subparagraphs (i) and (ii) of this paragraph.
(e) Any plan, the information contained therein, or correspondence related thereto, or any
other information furnished pursuant to this section shall be deemed to be a confidential
communication and shall not be open for review or be subject to a subpoena except by a court
order or by request from any law enforcement agency or authority.
(f) For purposes of this section, the term "policies" shall refer to individuals covered if coverage
is issued on a group basis.
(g) Every insurer required to file a fraud prevention plan shall report to the superintendent on
an annual basis, no later than March fifteenth, describing the insurer's experience, performance
and cost effectiveness in implementing the plan, utilizing such forms as the superintendent may
prescribe. Upon consideration of such reports, the superintendent may require amendments to
the insurer's fraud prevention plan as deemed necessary.

As part of the new requirement many New York insurance companies supported the creation
of The New York Alliance Against Insurance Fraud (NYAAIF) in 1999. The Alliance
spearheaded public awareness campaigns, education programs and research to reduce insurance
fraud. In 2018 The Alliance targeted pain killer fraud with a series of ads.
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The Coalition Against Insurance Fraud is a national alliance of consumers, insurance
companies, government agencies and others that also fights insurance fraud with
marketing campaigns. The Coalition was formed in 1993. Their goals are 1) combat all forms
of insurance fraud, 2) reduce costs for consumers and insurers, and 3) promote fairness and
integrity of the insurance system.

The new push in the late 1990’s to fight insurance fraud was in direct response to an increase in
no-fault auto insurance claims attributed to staged accident and medical mill fraud. No-fault
insurance is a feature of auto insurance policies in New York State designed to ensure that
individuals injured in a motor vehicle accident receive medical care paid by their own insurance
company and without regard to which party may be at-fault for that accident. States without nofault laws, known as Tort States, require injured individuals to pursue compensation for injuries
through the Court system.
In a typical no-fault scheme, a vehicle accident is staged with several passengers in each vehicle
who wrongly claim to be injured as a result of the accident and then pursue false or inflated
medical services which are billed to insurers. The occupants in the vehicle, or vehicles, are then
funneled to medical providers who submit bills for services to insurance companies for tests and
procedures that generally are unnecessary or not actually performed. The medical providers
participating in No-Fault fraud are known as medical mills or personal injury mills. The
schemes also often include other professionals including lawyers.
Annual Report of the Superintendent of Insurance to the New York Legislature
Calendar Year 1999
G. Frauds
1. Arrests Up
The Department’s Frauds Bureau posted a record 390 arrests in 1999. At 194, the number of
criminal convictions was almost double the previous year’s total of 101. The Bureau also
launched an electronic fraud reporting systems for insurers in 1999. Currently, about 25% of all
reports are submitted electronically. The Bureau’s goal is to achieve 100% electronic reporting
by year-end 2000.
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2. No-Fault Unit Established
In 1999, the Frauds Bureau established a No-Fault Unit to focus on the mounting problem of
fraudulent medical claims submitted under no-fault automobile insurance coverage. The Bureau
has seen reports of suspected fraudulent no-fault insurance claims increase by 218% since 1994.
Nearly half of the 19,200 reports of suspected insurance fraud received by the Bureau in 1999
involved no-fault auto insurance.
3. Fraud Prevention Plans
The Bureau met a major challenge in 1999 with the review and approval of all Fraud Prevention
Plans of individual insurers– 146 plans covering 420 companies. The Bureau conducted an
extensive outreach program for insurers to provide guidance in preparing their plans. Bureau
staff met with about 300 representatives from more than 100 insurance companies and fielded
thousands of telephone calls requesting information and assistance.

Section 38 - No-Fault Fraud and Auto Fraud Unit
New York’s no-fault law has been criticized by some and supported by others. The Insurance
Information Institute reported that the cost of a no-fault insurance claim in New York reached
$8,690 in 2009, up 55 percent from 2004. While the law is abused by some, the majority of
those injured in motor vehicle accidents benefit from the efficiency of receiving claim
payments without the need for litigation. New York adopted No-Fault coverage in 1973.
No-Fault Benefits-Personal Injury Protection (PIP)
No-Fault, also called Personal Injury Protection (PIP), is designed to pay promptly, regardless of
who is at fault or whether there was any negligence, for economic losses (meaning
medical/health expenses, lost earnings, and certain other reasonable and necessary expenses
related to injuries sustained), up to $50,000 per person ("basic No-Fault coverage"), to the
driver and all passengers injured in your car as well as any pedestrians injured by your car,
because of its use or operation in New York State.
The purpose of No-Fault insurance is to restore individuals hurt in auto accidents to health and
productivity as swiftly as possible. Because of New York's No-Fault law, lawsuits due to auto
accidents can be brought only for economic losses that exceed No-Fault benefits and for noneconomic damages (such as pain and suffering) only if a "serious injury" (as defined in the
Insurance Law) is sustained.
No-Fault is a personal injury coverage and does not pay for auto body repair of your car or
damage to any other party’s motor vehicle or other personal property. No-Fault is also primary
to health insurance, which means it pays first in the event injury is due to an auto accident.
Under this coverage, your insurer provides you and all relatives who reside in your household
with protection against economic losses arising from injuries sustained in motor vehicle
accidents anywhere within the United States, its territories and possessions, or Canada. It also
provides coverage for any passengers injured in accidents in New York State while in your
vehicle, as well as any guest passengers who are New York State residents injured in your
vehicle anywhere in the United States, its territories and possessions, or Canada, if they are not
covered under another auto insurance policy in New York State.
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All pedestrians injured by motor vehicles in New York State are also protected by No-Fault.

Basic No-Fault auto insurance coverage includes:







reasonable and necessary accident related medical and rehabilitation expenses (in
accordance with established fee schedules);
80% of lost earnings from work, up to a maximum payment of $2,000 per month for up to
three years from the date of the accident; subject to statutory offsets for New York State
disability, Worker’s Compensation and Federal Social Security disability benefits.
up to $25 a day, for up to a year from the date of the accident, to reimburse other
reasonable and necessary expenses, (e.g., household help, and transportation expenses
to/from medical treatment) resulting from the auto accident; and
a $2,000 death benefit (in addition to the $50,000 basic No-Fault limit), payable to the
estate of a person eligible for No-Fault benefits who is killed in a motor vehicle accident.

However, under most insurance policies, a person will be ineligible for No-Fault benefits, if:
driving while intoxicated or impaired by use of a drug that contributes to the accident,
except for emergency health related services performed in a general hospital or by an
ambulance worker outside of a general hospital. However, the No-Fault insurer has the right
to recover from the intoxicated or impaired driver the full amount of those No-Fault
payments made by the automobile insurer for the emergency services provided to the
driver if the driver is convicted of driving while intoxicated or impaired through the use of
alcohol or drugs.
 intentionally causing his or her own injuries;
 riding an all terrain vehicle (ATV) or a motorcycle as operator or passenger (a pedestrian
struck by a motorcycle or ATV is covered);
 injured while committing a felony;
 injured while in a vehicle known to be stolen; or
 an owner of an uninsured vehicle.
https://www.dfs.ny.gov/consumers/auto_insurance/minimum_auto_insurance_requirements


Not all cases of suspected fraud reach prosecution. Claims by insureds, or other individuals, may
be withdrawn for a variety of reasons. Insurance companies may employ outside attorney
counsel to investigate claims and collect deposition statements from claimants, medical
providers or other individuals: statements may be used during Court proceedings to
establish the veracity of an individuals claim.
Special Investigation Units do not have prosecutorial authority. Investigations that result in
sufficient evidence of fraud report their findings to the Department of Financial services and a
local prosecuting agency or the State Attorney General. The Attorney General’s Office has
several “Units” that are tasked with specific area of fraud investigation, including the Auto
Insurance Fraud Unit established in 2001 and the Medicaid Fraud Control Unit established in
2011. These Units save premium dollars for all consumers by reducing fraud and recovering
fraudulent claim payments.
Auto Insurance Fraud Unit (AIFU)
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The Auto Insurance Fraud Unit (“AIFU”) was established by Executive Order in September 2001,
designating the Attorney General as the Special Prosecutor to investigate and prosecute criminal
acts relating to the submission of fraudulent motor vehicle insurance claims. AIFU combats
fraud and abuse under the no-fault system, which governs the provision of medical care to
people injured in car accidents, and other types of motor vehicle insurance fraud. Since January
of 2002, AIFU has brought felony charges against over 510 defendants, many of whom were
involved in organized conspiracies, including doctors, lawyers, healthcare providers, steerers, lay
owners of medical facilities, insurance brokers, repair shops, participants in staged accidents,
and hospital employees.
Medicaid Fraud Control Unit
In 2011, the Attorney General’s Office launched a new initiative – at no cost to taxpayers – to
bolster the Office’s award-winning Medicaid Fraud Control Unit (“MFCU”) with dozens of
additional prosecutors, investigators and auditors.
The MFCU, the largest unit within the Attorney General’s Criminal Division, is the centerpiece of
New York’s effort to investigate, penalize, and prosecute individuals and companies responsible
for improper or fraudulent Medicaid billing schemes. A revenue-generating agency that recovers
taxpayer money through successful fraud prosecutions, the MFCU utilizes a team-based
approach to identify and investigate frauds committed by hospitals, nursing homes, pharmacies,
doctors, dentists, nurses, and other health care entities billing the Medicaid Program.
Medicaid Fraud Control Unit targets, among other things, large-scale frauds involving overbilling,
kickbacks, substandard drugs, and medical equipment, and “Medicaid mills” run by organized
criminals. It also handles numerous cases in order to safeguard elderly and disabled New
Yorkers from abuse and neglect in nursing homes and other health care facilities.
The enhancement to the MFCU - the addition of dozens of new prosecutors, investigators, and
auditors devoted to cracking down on Medicaid fraud – is funded by using money that MFCU
itself recovers, as well as a federal program which provides the unit with 3:1 matching funds.
The funding from the federal program and MFCU’s recoveries has provided sufficient funds to
bolster the capabilities of the MFCU, without costing state taxpayers a dime.
In previous years, there had been a direct relationship between the number of prosecutors in
the MFCU and the number of Medicaid fraud recoveries the unit has obtained. The enhanced
unit has recovered and returned over a billion dollars back to New York State’s Medicaid
Program.

Section 39 - Reporting Fraud
The responsibility of reporting suspected fraud lies with everyone. However, insurance
producers are required by law to report fraud. Insurance licensees should first report
suspected fraud to their carriers.

Section 405Reports
Insurance (ISC)
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(a) Any person licensed or registered pursuant to the provisions of this chapter, and any person
engaged in the business of insurance or life settlement in this state who is exempted from
compliance with the licensing requirements of this chapter, including the state insurance fund of
this state, who has reason to believe that an insurance transaction or life settlement act may be
fraudulent, or has knowledge that a fraudulent insurance transaction or fraudulent life
settlement act is about to take place, or has taken place shall, within thirty days after
determination by such person that the transaction appears to be fraudulent, send to the
superintendent on a form prescribed by the superintendent, the information requested by the
form and such additional information relative to the factual circumstances of the transaction
and the parties involved as the superintendent may require. The superintendent shall accept
reports of suspected fraudulent insurance transactions or fraudulent life settlement acts from
any self insurer, including but not limited to self insurers providing health insurance coverage or
those defined in section fifty of the workers' compensation law, and shall treat such reports as
any other received pursuant to this section.
(b) The superintendent shall review each report and undertake such further investigation as
the superintendent deems necessary and proper to determine the validity of the allegations.

Insurance fraud may also be reported directly to the Department of Financial Services
Frauds Bureau or the National Insurance Crime Bureau hotline: 800-TEL-NICB.
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Chapter 8 Review
The adjustment and payment of claims and losses, involve many transactions which have
potential for abuse and illegal activities.
the severity of arson became an extreme issue for New York in the 1960’s that persisted through
the 1970’s and into the early 1980’s.
The insurance industry practice of avoiding or refusing to write policies in certain areas is known
as “redlining”.
The Fair Access to Insurance Requirements (FAIR) Plan provides Dwelling Basic and Broad
Form Coverage as well as Commercial Coverage.
The New York FAIR Plan offers Property Coverage but does not offer Liability Coverage.
Arson is the crime of maliciously burning the building or the property of another, or of burning
one’s own for some improper purpose, as to collect insurance.
The FAIR Plan is a market of last resort.
Arson is a crime that costs every individual and business paying insurance premiums.
State Frauds Bureau investigators are Peace Officers with authority to make arrests.
New York’s anti-redlining Insurance Law, Section 3429, prevents insurer avoidance or
unjustified rating based on geographic locations.
Regulation 95 requires most insurance companies to implement fraud prevention plans and
special investigation units.
Special Investigation Units are required to be staffed with investigators that have insurance
claims or law enforcement investigation experience.
Insurance companies supported the creation of The New York Alliance Against Insurance Fraud
(NYAAIF) in 1999.
The Coalition Against Insurance Fraud is a national alliance of consumers, insurance companies,
government agencies and others that also fights insurance fraud with marketing campaigns.
Medical providers participating in No-Fault fraud are known as medical mills or personal injury
mills.
No-Fault insurance allows those injured in motor vehicle accidents to receive claim payments
without the need for litigation.
Insurance companies may employ outside attorney counsel to investigate claims and collect
deposition statements from claimants, medical providers or other individuals.
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Statements made during claim investigations may be used during Court proceeding.
Special Investigation Units do not have prosecutorial authority
Insurance producers are required by law to report fraud.
Insurance fraud may also be reported directly to the Department of Financial Services Frauds
Bureau or the National Insurance Crime Bureau.
Regulators and regulation frame the insurance industry to ensure that the insurance consumer is
treated fairly and ethically in every aspect of their relationship with the insurers.
and New York State has regulatory control affecting a tremendous number of world financial and
insurance institutions.
The Superintendent of the Department of Financial Services holds Insurance producers to the
high standard of being competent and trustworthy.
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Chapter 9
Section 40- Professional Liability (E & O)
Throughout this course, specific attention is paid to rules and regulations to help you, the
insurance professional, conduct your business in full compliance with the Law. There is another
side to the proper practice of your business, a private side where your actions, or inaction may
have significant impact on your business. Professional Liability, malpractice or errors and
omissions insurance is arguably a requirement to conduct business today.
An error, omission or act of professional negligence could cost you and your business
significantly and never involve action by a regulatory agency. Purchasing professional liability
is an important step toward protecting yourself and your business. However, it is equally
important to understand your policy coverages and your responsibilities. Just as your clients
never want to hear you say, “that is not covered under your policy,” you do not want to hear
those words either.
While claims, in general, are the reason the insurance industry exists, specific claims are never
anticipated. Your diligence in submitting business to a carrier on your clients’ behalf will likely
have little impact on their decision to bring legal action against you if they think you have failed
them professionally. In this chapter we look at the best practices for avoiding claims, common
claims, and defense against claims.
An agency’s principal(s) holds responsibility for all business that transacts under their
agency’s name. Licensed employees, non-licensed employees and independent producers
processing insurance applications and maintaining policies with the agency create opportunities
for miscalculations, failures to meet deadlines, missteps in processing and misunderstandings
with customers’ insurance needs and desires. It is the agency principal’s responsibility to
develop systems that keep order and provide proper management from first contact to beyond
policy termination.
In the following example we see how failure to establish and maintain a management structure
fails the agent’s business quickly:
Jim Jones creates an insurance agency with one carrier appointment. To grow his
business, Jim focuses on sales and relies on the carrier for maintaining records on his
clients. The quote dates, application submissions and policy data are reliably accessible
to Joe through the carrier website. However, other than a paper file containing original
applications and a few hand written notes, Joe maintains no additional notes or records,
since he has handled every client personally and has confidence that his book of business
is well managed.
From a business perspective, Joe has lost value in his accounts in a few ways.
1. As business grows and Joe hires support staff, each new employee will need to
spend extra time learning the background on each client they encounter. While
the carrier records of quotes and policies will give some information about the
client, a great deal is missed. Joe could tell the employee much of the missing
information personally, or the new employee can ask the client to fill in the gaps
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in information. As business grows, the lack of a system for management requires
each new employee to re-learn information that Joe and his first employee have
already spent time and money acquiring.
2. Business grows steadily because of Joe’s sales. A larger agency takes note of this
and offers to purchase Joe’s book of business and bring him on as a producer.
After noting the poor record keeping, the purchase offer is reduced, or dropped,
because the larger agency’s experience is that filling in missing details on files is
very expensive, requiring Joe to review each file with the new agency staff or the
new agency staff to interview each of Joe’s clients for a second or third time.
In this example there is a clear economic cost for lackadaisical record management of customer
data. Employee time is generally the most expensive part of most agency operations. However,
there are potentially far higher costs that may arise.
A result of inexperience and eagerness to write new business at the lowest cost for his
new clients, Joe Jones failed to ask for copies of current policy declaration pages from his
clients, instead relying on their statement of coverage currently held.
As business grows, Joe receives his first claims which are an expected part of his
business. In his first claim, Joe’s customer has an auto accident in which the customer’s
car is a total loss and the driver suffered significant personal injuries. While Joe correctly
matched the clients’ liability limit to their previous policy, he failed to provide additional
Personal Injury Protection (PIP), matching Supplemental Underinsured Motorist (SUM)
coverage and rental reimbursement for collision losses.
Although Joe provided coverage, his failure to match coverages, or receive a customer
signature declining those coverages specifically, it is likely that Joe has an Errors and
Omissions claim on its way.
If Joe sells his book of business, the responsibility for the claim is likely to be sold as
well.
While there may be extenuating circumstances in writing or re-writing insurance policies, it is in
the agent’s best interest to provide like coverage when possible and document, disclose and
have the customer’s written acknowledgement when a new policy will lack identical or
improved coverage.
In Reschke v. *** Insurance Agency 4 6 , plaintiff sued his insurance agent for
negligently failing to procure underinsured coverage and for failing to advise
plaintiff that no such coverage had been obtained. Prior to moving to
New York, plaintiff lived in New Jersey and was covered b y a policy issued
in that state. When plaintiff moved to New York, he presented his New
Jersey policy to the agency and requested identical New York coverage.
Plaintiffs son was subsequently injured as a passenger in an automobile
which did not have sufficient insurance coverage. When plaintiff inquired
regarding submitting a claim for his son he learned that under-insurance
coverage was not included in this policy. A unanimous jury found the
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defendant liable for failing to obt ain the coverage and for failing to inform the
plaintiff he did not procure the requested coverage, but also found that
plaintiff was contributory negligent in failing to examine his insurance
policy. The jury determined that the coverage lost by plaintiff was $500,000.
The jury attributed sixty-five percent liability to the defendant and thirt yfive percent to the plaintiff. The case was settled for $50,000 while post-trial
motions were pending.
Section 41 - Record Keeping
Insurers are required, under New York State Law, to retain a “policy record for each
insurance contract or policy for six calendar years after the date the policy is no longer in
force”. (http://www.dfs.ny.gov/insurance/ogco2002/rg206051.htm)
Rules for producers are included in Regulation 152 which states “(d) An insurer shall require, by
contract or other means, that a person authorized to act on its behalf in connection with the doing
of an insurance business, including a managing general agent, an administrator, or other person
or entity, shall comply with the provisions of this Part in maintaining records that the insurer
would otherwise be required to maintain.”

Department of Financial Services
The Office of General Counsel issued the following opinion on November 28, 2007 representing
the position of the New York State Insurance Department.
RE: Record retention and destruction by an insurance agent
Question Presented:
Pursuant to the Insurance Law and regulations promulgated thereunder, how long must an
insurance agency retain cancelled boat insurance policies, and may the agent destroy such
records, without retaining any backup file, after the applicable record retention period has
passed?
Conclusion:
As set forth below, there are a number of record retention requirements under the Insurance
Law and regulations promulgated thereunder applicable to a licensed agent. After the applicable
record retention period has passed, neither the Insurance Law nor the regulations promulgated
thereunder impose a duty on an agent to continue maintaining those records. Nevertheless, the
Department recommends that an agent make prudent business decisions regarding the
destruction of its insurance records.
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Facts:
The inquirer reports that her agency is licensed to do a property/casualty insurance business.
The inquirer states that her agency has maintained files for cancelled boat insurance policies
that date back to 1993/1994. The inquirer asks about the time period that her agency must
retain those files, and the guidelines governing their destruction.
Analysis:
There are a number of record retention requirements applicable to a licensed agent.
Pursuant to § 243.2(d) of N.Y. Comp. Codes R. & Regs. tit. 11, Part 243 (2003) (Regulation 152),
an insurer shall require its agent to be subject to the same record retention requirements as the
insurer itself with respect to records that otherwise would be retained by the insurer. Section
243.2(d) of Regulation 152 states:
An insurer shall require, by contract or other means, that a person authorized to act on its
behalf in connection with the doing of an insurance business, including a managing general
agent, an administrator, or other person or entity, shall comply with the provisions of this Part
in maintaining records that the insurer would otherwise be required to maintain.
Notwithstanding the above, the insurer shall be responsible if the person or entity fails to
maintain the records in the required manner.
Section 243.2(b) of Regulation 152 sets forth specific record retention requirements, and that
provision imposes upon an agent, with respect to the records described above, a minimum six
calendar year period to retain each insurance contract or policy; each insurance application
where no policy or contract was issued; every claim file; any complaint record involving a charge
of unfair trade practices; and "[a]ny other-record for six calendar years from its creation or until
after the filing of a report on examination or the conclusion of an investigation in which the
report was subject to review."
An insurance agent or broker may destroy original paper documents that are transferred to a
"durable medium," as such term is defined in the regulation, pursuant to § 243.3(a)(3). That
provision states:
Upon transfer of an original record to a durable medium, the insurer may destroy the original
record after assuring that all information contained in the original record, including signatures,
handwritten notations, or pictures, is contained in the durable medium.
N.Y. Comp. Codes R. & Regs. tit. 11, § 20.4(b) and (c) (2001) (Regulation 29) provides that an
insurance agent or broker using a premium account must maintain a book or other permanent
account record that shows all receipts and disbursements of money, and that sets forth the
details as described therein. 11 NYCRR § 20.4(c)(2) requires that a record to be kept by an agent
or broker pursuant to § 20.4 “shall be preserved for at least the three-year period preceding the
most recent fiscal year-end of the licensee.”
N.Y. Ins. Law § 2119(a) (McKinney 2006) requires that an insurance agent, broker or consultant
retain every consulting fee agreement for at least three years. Section 2119(a)(2) states: “A copy
of every such memorandum or contract shall be retained by the licensee for not less than three
years after such services have been fully performed.” A similar retention record applies to
insurance broker service fees, pursuant to N.Y. Ins. Law § 2119(c) (McKinney 2006).
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After the applicable record retention period has passed, neither the Insurance Law nor the
regulations promulgated thereunder impose a duty on an agent or broker to continue
maintaining those records. Nevertheless, the Department recommends that an agent make
prudent business decisions regarding the destruction of its insurance records. See OGC Opinion
Number 07-09-07 (09/11/2007). As stated in OGC Opinion Number 07-05-13 (05/23/2007):
“[T]he Department recommends that licensees retain the records for a period of time sufficient
to satisfy applicable statutes of limitations and, where an action or claim is pending, for such
period of time until the matter is resolved.”
For further information, you may contact Senior Attorney Robert Freedman at the New York City
office.
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11 CRR-NY 243.2NY-CRR
OFFICIAL COMPILATION OF CODES, RULES AND REGULATIONS OF THE STATE OF NEW YORK
TITLE 11. INSURANCE
CHAPTER X. RECORDS
PART 243. STANDARDS OF RECORDS RETENTION BY INSURANCE COMPANIES
11 CRR-NY 243.2
11 CRR-NY 243.2
243.2 Records required for examination purposes and retention period.
(a) In addition to any other requirement contained in Insurance Law, section 325, any other
section of the Insurance Law or other law, or any other provision of this Title, every insurer shall
maintain its claims, rating, underwriting, marketing, complaint, financial, and producer licensing
records, and such other records subject to examination by the superintendent, in accordance
with the provisions of this Part.
(b) Except as otherwise required by law or regulation, an insurer shall maintain:
(1) A policy record for each insurance contract or policy for six calendar years after the date the
policy is no longer in force or until after the filing of the report on examination in which the
record was subject to review, whichever is longer. Policy records need not be segregated from
the policy records of other states as long as they are maintained in accordance with the
provisions of this Part. A separate copy need not be maintained in an individual policy record,
provided that any data relating to a specific contract or policy can be retrieved pursuant to
section 243.3(a) of this Part. A policy record shall include:
(i) the policy term, basis for rating, and return premium amounts, if any;
(ii) the application, including any application form or enrollment form for coverage under any
insurance contract or policy;
(iii) the contract or policy forms issued including the declaration pages, endorsements, riders,
and termination notices of the contract or policy. Binders shall be retained if a contract or policy
was not issued; and
(iv) other information necessary for reconstructing the solicitation, rating, and underwriting of
the contract or policy.
(2) An application where no policy or contract was issued for six calendar years or until after the
filing of the report on examination in which the record was subject to review, whichever is
longer.
(3) A record required under section 218.7 of this Title for six years after the required report is
filed or, if the filing requirement is waived, for six years after the report would have been filed.
(4) A claim file for six calendar years after all elements of the claim are resolved and the file is
closed or until after the filing of the report on examination in which the claim file was subject to
review, whichever is longer. A claim file shall show clearly the inception, handling and
disposition of the claim, including the dates that forms and other documents were received.
(5) A licensing record for six calendar years after the relationship is terminated for each
Insurance Law licensee with which the insurer establishes a relationship. Licensing records shall
be maintained so as to show clearly the dates of appointment and termination of each licensee.
(6) A complaint record required to be maintained under Chapter IX of this Title for six calendar
years after all elements of the complaint are resolved and the file is closed.

146

(7) A financial record necessary to verify the financial condition of an insurer, including ledgers,
journals, trial balances, annual and quarterly statement workpapers, evidence of asset
ownership, and source documents, for six calendar years from its creation or until after the filing
of the report on examination in which the record was subject to review, whichever is longer.
(8) Any other-record for six calendar years from its creation or until after the filing of a report on
examination or the conclusion of an investigation in which the record was subject to review.
(c) If the superintendent is not required to conduct an examination of an insurer, the
requirement that the record be maintained until after the filing of the report on examination
shall not apply. However, if an examination in which the record is subject to review has begun,
the insurer shall retain the record until after the filing of the report on examination.
(d) An insurer shall require, by contract or other means, that a person authorized to act on its
behalf in connection with the doing of an insurance business, including a managing general
agent, an administrator, or other person or entity, shall comply with the provisions of this Part
in maintaining records that the insurer would otherwise be required to maintain.
Notwithstanding the above, the insurer shall be responsible if the person or entity fails to
maintain the records in the required manner.
(e) The records shall be readily available and easily accessible to the superintendent in
accordance with Insurance Law, section 310. The records shall be in a readable form. If any such
records are kept in a language other than English, they shall be accompanied by accurate
translations. Upon request of the superintendent, the insurer shall provide a hard copy of the
record, or, if the record is maintained in a medium which is used by the superintendent, the
insurer may provide the record in that medium. Failure to produce and provide a record within a
reasonable time frame shall be deemed a violation of Insurance Law, section 308 unless the
insurer can demonstrate that there is a reasonable justification for that delay.
(f) Nothing in this Part shall prevent or restrict an insurer from maintaining records for a longer
period.
11 CRR-NY 243.2
Current through September 30, 2016
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Department of Financial Services
The Office of General Counsel issued the following opinion on May 7, 2003 representing the position of the New York
State Insurance Department.
Re: Times for record retention applicable to insurers, insurance agents, and insurance brokers
Question Presented
What are the record retention requirements for customer records of insurers, insurance agents, and insurance
brokers applicable to automobile insurance?
Conclusion
N.Y. Comp. Codes R. & Regs. tit. 11, Part 243 (1996) (Regulation 152) provides the required minimum time for record
retention of customer records by domestic and foreign licensed insurers. N.Y. Ins. Law § 2119(a) & (c) (McKinney 2000)
and N.Y. Comp. Codes R. & Regs. tit. 11, § 20.4(b) & (c) (1991) (Regulation 29), provide record retention requirements
for customer records of insurance agents and brokers.
Further, there are additional record retention requirements for customer records applicable to automobile insurance
sold through the Assigned Risk Plan (hereinafter "NYAIP"). Producers who receive fees pursuant to Section 21.C. of
the NYAIP Manual (March 2003 Distribution) are subject to N.Y. Ins. Law § 2119(c) (McKinney 2000). Section 15.A.1.c.
of the NYAIP Manual (March 2003 Distribution) provides for a specific period of record retention for producers that
place insurance for an owner/applicant who is not a licensed driver. Section 15A.1.f. of the NYAIP Manual (March
2003 Distribution) provides a general minimum time for producers to retain "business files".
Facts
You represent that two insurers informed you that the time for record retention by insurance brokers and insurers is
three years and five years respectively. While the three year period for insurance brokers applicable to retention of
the memorandum signed by the party to be charged a service fee pursuant to N.Y. Ins. Law § 2119(c) (McKinney 2000)
is accurate, there are other required minimum periods for record retention applicable to insurance agents and
brokers. The record retention period for insurers of certain records is six years.
Analysis
Record retention requirements for domestic and foreign licensed insurers are contained in N.Y. Comp. Codes R. &
Regs. tit. 11, Part 243 (1996) (Regulation 152), which is entitled "Standards of Records Retention by Insurance
Companies".
The following insurance records and retention periods contained in Section 243.2(b) of Regulation 152 are relevant:
1. Policy record for each insurance contract or policy
Longer of (1) six calendar years after the date the policy is no longer in force, or (2) until after the filing of the report
of examination in which the record was subject to review.
2. Application where no policy or contract was issued.
Longer of (1) six calendar years or (2) until after the filing of the report of examination in which the claim file was
subject to review.
3. Claim file.
Longer of (1) six calendar years after all elements of the claim are resolved and the file is closed, or (2) until after the
filing of the report of examination in which the claim file was subject to review.
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*Office of General Counsel Opinion 88-79 (National Insurance Law Service) states with reference to insurers: "It
should be noted that absence of a file because of premature destruction cannot serve as justification for subsequent
delay of failure to pay a claim."
4. Complaint record required to be maintained under Chapter IX (Unfair Trade Practices) of N.Y. Comp. Codes R. &
Regs. tit. 11.
Six calendar years after all elements of the complaint are resolved and the file is closed.
5. Any other record.
(1) Six calendar years from its creation, (2) until after the filing of the report of examination in which the record was
subject to review, or (3) the conclusion of an investigation in which the record was subject to review.
In addition, please note that Section 243.2(f) of Regulation 152 provides that an insurer is not precluded from
maintaining records for a longer period than record retention periods prescribed in Regulation 152.
Section 243.2(d) of Regulation 152 provides that any "person or entity" authorized to act on the insurer's behalf can
maintain records that the insurer would otherwise be required to maintain; however, the insurer "shall be
responsible if the person or entity fails to maintain the records in the required manner."
In addition, N.Y. Ins. Law § 2119(a) (McKinney 2000) requires that an insurance agent or broker consulting for a fee,
that does not include procurement of the insurance policy, retain a copy of the memorandum therein described
signed by the party to be charged and specifying or clearly defining the amount or extent of such compensation, for
not less than three years after such services have been fully performed. N.Y. Ins. Law § 2119(c) (McKinney 2000)
requires that an insurance broker making a service charge for services therein described, that include procurement of
the insurance policy, retain a copy of the memorandum therein described signed by the party to be charged and
specifying or clearly defining the amount or extent of such compensation, for not less than three years after such
services have been fully performed. N.Y. Comp. Codes R. & Regs. tit. 11, § 20.4(b) (1991) (Regulation 29) sets forth
requirements for insurance agents and brokers who maintain a premium account to maintain books, records, and
accounts in connection with their business. Section 20.4(c)(2) of Regulation 29 states: "Where this section requires a
record to be kept by a licensee, it shall be preserved for at least the three-year period preceding the most recent
fiscal year-end of the licensee."
N.Y. Comp. Codes R. & Regs. tit. 11, § 243.1(a) (1996) (Regulation 152) includes the NYAIP in the definition of insurer.
Thus, time for record retention by insurers focused on the customer relationship with insureds applicable to
automobile insurance sold through the NYAIP is set forth by Regulation 152. Section 15. of the NYAIP Manual (March,
2003 Distribution) entitled "PERFORMANCE STANDARDS FOR COMPANIES WRITING NEW YORK AUTOMOBILE PLAN
BUSINESS" does not regulate record retention by insurers who provide insurance through the NYAIP.
There are several bases of required minimum time for record retention by insurance agents and insurance brokers
who are certified as "producers" by Section 15A. of the NYAIP Manual (March 2003 Distribution). Producers who
receive fees pursuant to Section 21.C. of the NYAIP Manual (March 2003 Distribution) are paid solely for procuring the
insurance policy. Thus, N.Y. Ins. Law § 2119(c) (McKinney 2000) regulates such fees received by both insurance agents
and insurance brokers who are certified as producers. Section 15A.1.c. of the NYAIP Manual (March 2003 Distribution)
provides for a minimum record retention period of not less than three years if the owner/applicant is not a licensed
driver. Section 15A.1.f. of the NYAIP Manual (March 2003 Distribution) states: "Producers are required to maintain all
New York Automobile Insurance (AIP) business files for a minimum of three years."
For further information you may contact Senior Attorney Robert Freedman at the New York City Office.
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Establishing a record keeping protocol for a new agency or producer may consume far more time
than they are willing to spend. The cost of purchasing or subscribing to an agency management
system may also be difficult or cost prohibitive. Despite these objections it is important to
keep certain records for as long as a client remains with an agency, plus time required by
individual state regulation and contract with carriers or managing brokers.
Records to Keep!
 Original Applications
 Policy Change Orders
 Claim Records
 Notices of Cancellation or Intent to Cancel
 Non-Pay Notices
 Underwriting Decisions
Apart from applications and related submission forms, there are notes and documents that
should be kept in some type of file, paper or electronic. It is also highly advisable to date
stamp incoming mail.
Notes to Keep!
 Date and time of calls/correspondence
 Purpose of calls/correspondence
 Action taken by Agency
 Action taken by Client
 Future actions to be taken (Calendar Reminders)
 Changes in Family / Business structure
Taking notes is a skill many learn as a student in primary school. Notes should be brief
statements that contain the important facts, not the entirety of a conversation. In many
situations, the note may be a reference to specific actions taken by the client or the agency. In
cases where notes refer to a specific action, documentation of that action should also be
maintained. For example, a customers’ request to reduce auto coverage to liability only, due to
the age of a vehicle, should require the customer to “sign off” on the request in writing with a
copy of the document retained in their file. The note should refer to the action and not be
considered as a substitute for obtaining and retaining the physical document with customer
signature.
During the early growth of an agency it is important to establish record keeping processes.
Keeping notes is important. With the addition of the first staff member comes an opportunity for
breaks in continuity of record keeping, note taking and file management. It is important to
develop standards early on and insist that al staff adhere to those established standards. The use
of shorthand, abbreviations and acronyms that are not consistent throughout an agency can and
most likely will lead to future errors when different staff interacts with a client file.
Good record keeping makes good business sense. It is also your best defense against
professional malpractice claims. Agencies of all sizes should understand that an errors and
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omissions claim will result in attorneys for the client as well as attorneys from the agency’s
E&O carrier demanding access to the client records held by the agency. Errors and
Omissions policies contain language that grants a number of powers to the company (E&O
carrier) which the agency agrees to when they accept the policy.
“The company shall have the right to appoint counsel and to make such investigation and
defense of a claim as is deemed necessary by the company.”

Section 42 - Defense
Insurance professionals may be the most reluctant group to file an insurance claim of their own.
Agents and brokers understand that filing a claim, even when it is unlikely the insurer will
make a settlement payment, will likely lead to an underwriting review and possibly a rate
increase or policy non-renewal. There is also a level of intrusion into your business by forces
you are unable to control. There is a Pandora’s Box in every claim.
With all reservations that may exist which cast doubt on the need to file a claim, certain events
require an agency to notify their Errors and Omissions carrier. A receipt of a written
demand for monetary compensation for damages is an automatic trigger for notifying your
carrier.
"Claim" means a demand, including the service of suit or the institution of any alternative
dispute resolution proceeding, received by the Insured for money arising out of an act or
omission, including personal injury, in the rendering of or failure to render legal services .

Additionally, if you become aware of the likelihood that a demand will be filed, your E&O
carrier should be put on notice.
Section 43 – Claims Made, Occurrence, Prior Acts and Extended Reporting
The issue of reporting an E&O claim is somewhat different from reporting typical property
casualty claims. Most Property/Casualty policies are occurrence policies covering losses
that occur during the policy period. Under an occurrence policy a claim that occurs during
the policy period may be filed after the policy expiration date.
Professional Liability policies are generally “claims made” policies, and most general
liability policies are “occurrence” policies. A claim under a claims made policy needs to be
reported during the policy period. Claims under a claims made policy that are reported
outside of the policy period are likely to not be covered.
Joe Jones receives a letter from an insured stating that they are upset that their claim for
reconstruction costs on their home, which was destroyed by fire, was not covered under their
policy. After discussing the matter with their attorney, the insured believes Joe should have
made sure they had replacement cost coverage, not actual cash value. The insured states that
they feel Joe is responsible for the $50,000 difference and will be in touch again.
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Joe’s E&O renewal is due in a week and he is set to leave on vacation with his family later that
day. Joe adds the notice to his to-do pile and plans to address the matter when he returns in 10
days.
The E&O claim may fall outside of the policy guidelines since the claim is not being reported
within the policy period that the claim was actually made, which was when Joe received the
letter from his insured.

Claims made policies often have a retroactive date providing coverage for prior acts. For
example, an insurance agency in business for 10 years should have professional liability
coverage for all 10 years, not simply the current year. In addition to prior acts coverage, errors
and omissions policies provide an extended reporting period, often referred to as tail
coverage. A professional who retires may seek to have tail coverage for several of years after
they discontinue their practice.

Dos and Don’ts of Errors and Omissions Lawsuits
By Christopher J. Boggs | February 7, 2010
How to Respond and React When Threatened With an E&O Suit
Ask any agent who has suffered through an errors and omissions (E&O) suit, and he or she will
provide sage-like insight into the professional and even personal trials created by such an ordeal.
I recently met an agent whose agency just four months ago closed the last of 16 E&O suits
related to Hurricane Katrina; his new-found experience is priceless (although he hopes to never
have to call on that experience).
Proper actions and reactions when threatened or served with an E&O suit are of utmost
importance. Once a threat is made or a lawsuit filed, the allegedly improper act or omission has
already occurred — don’t worsen the situation by making bad decisions.
The dos and don’ts of an E&O claim are often discussed in errors and omissions courses
sponsored by the agency’s professional liability insurance carriers, state associations or agency
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consultants. Many agency consultants can perform agency audits to help prevent, as much as
possible, E&O situations and prepare an agency to respond when one comes.
Following are just some general “do” and “don’t” tips that may need to be customized to fit a
particular agency.
First Don’t …
The first big don’t is, do not overreact to the claim. Understand that there is no shame in being
pulled into an E&O situation. Even the best agents and agencies are open to an E&O claim,
regardless of the procedures and protections in place to avoid them. Take the experience, learn
from it and make the necessary changes to make sure no such situation arises again. Anger at
yourself or others is counterproductive and can increase the weight of the situation.
Do not, under any circumstances, alter the client’s file as it relates to the charges. Do not add
details, delete
details or change details. Such changes are easily found in electronic files, and even if paper files
are used, any changes can be evident. Making any changes creates the appearance that there is
something to hide.
Do not discuss the claim with anyone other than the claims representative, defense attorney or
any other member of the office directly involved in the claim. Comments made under duress or
when angry can be misconstrued and be potentially damaging in court if such comments are
recounted on the stand. The only individuals that need to be involved in any discussion of the
case are those in the office directly related to the care of the plaintiff’s account and those
defending the agency.
Do not make any admission of liability or wrongdoing; and do not offer or make payment. This is
the same advice agents give their clients when involved in an auto accident. Allow the legal
process, and those hired to debate and decide questions of law, to make the determination of
legal liability and amount of damages.
Do not provide any written or recorded statement to the plaintiff without your carrier’s claims
representative present. Because this will be admissible, the agent will want guidance on how to
truthfully give an account of the story using facts without unnecessary opinion or emotion.
Do not allow inspection, copying or removal of client files and records without consulting with
the claims representative managing the claim. This is the agency’s information about the client,
not necessarily the client’s information. The claims representative needs to know what
information is being requested and what is not.
Do not try to manage the claim on your own. The E&O carrier has more experience and is better
able to manage the process. Remember, other clients must be cared for, new business must be
written and the agency must be managed. Allow those with more experience, time and
resources to take care of the agency.
What to Do
The list of “do’s” seem almost like common sense, but they still require mention.
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Following are a few of the immediate and ongoing “dos” of E&O:
Notify the E&O carrier of a “claim” at once. Provisions in errors and omissions policy require the
insured to notify the insurance carrier as soon as practicable upon the receipt of a “claim.” A
“claim” is a defined term that can mean something as innocent as a threat, a letter from the
insured, or the actual suit papers. It’s incumbent upon the agent to know the definition of
“claims” in his or her policy, and to notify the carrier in compliance with that definition.
Gather and organize all records related to the insured and the situation. But in so doing,
remember the “don’t” No. 2 — don’t alter them. The claims representative will need all the
information to conduct an investigation, and to prepare and provide a proper defense.
Write down all the information known about the incident surrounding the claim. Each member
of the team directly related to the client and the incident giving rise to the E&O claim should
record all he or she can remember about the incident or incidents on which the claim is based.
This should be a factual narrative statement in chronological order.
Cooperate with the E&O carrier. This includes providing information and facts that look bad for
the agency. Hiding or hedging certain aspects of the facts surrounding the situation on which
the claim is based creates distrust between you and your insurer. It also makes the agency look
guilty. The insurer is on your side.
Make sure you comply with all policy conditions and requirements. If the agency fails to comply
with all E&O policy conditions, coverage may be jeopardized.
Hopefully It Will Never Happen to You
This is but a quick recap of some of the more common “dos” and “don’ts,” and is not a complete
list of all that will be required at the time of a claim. Your insurance carrier will ask for
information and may require some actions not contained in this list.
As stated, hopefully this information will be superfluous for your agency; however, this is still
good information to assist in advising your professional liability clients in the event they suffer
an E&O or professional liability claim.

Chapter 9 Review
Professional Liability, malpractice or errors and omissions insurance is arguably a requirement to
conduct business today.
An error, omission or act of professional negligence could cost you and your business
significantly and never involve action by a regulatory agency.
An agency’s principal(s) holds responsibility for all business that transacts under their agency’s
name.
It is in the producer’s best interest to provide like coverage when possible and document,
disclose and have the customer’s written acknowledgement when a new policy will lack identical
or improved coverage.
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Insurers are required, under New York State Law, to retain a “policy record for each insurance
contract or policy for six calendar years after the date the policy is no longer in force”.
It is important to keep certain records for as long as a client remains with an agency.
Apart from applications and related submission forms, notes and documents should be kept in
some type of file, paper or electronic.
Notes should be brief statements that contain the important facts, not the entirety of a
conversation.
An errors and omissions claim will result in attorneys for the client as well as attorneys from the
agency’s E&O carrier demanding access to the client records held by the agency.
Filing a claim, even when it is unlikely the insurer will make a settlement payment, will likely
lead to an underwriting review and possibly a rate increase or policy non-renewal
Certain events require an agency to notify their Errors and Omissions carrier.
A receipt of a written demand for monetary compensation for damages is an automatic trigger
for notifying your carrier.
Professional Liability policies are generally “claims made” policies.
Under claims made policies the claim needs to be reported during the policy period.
Most Property/Casualty policies are occurrence policies covering losses that occur during the
policy period.
Under an Occurrence policy, a claim that occurs during the policy period may be filed after the
policy expiration date.
Claims made policies often have a retroactive date providing coverage for prior acts.
Errors and omissions policies provide an extended reporting period, often referred to as tail
coverage.
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Section 44 - Conclusion:
Looking at the people in the insurance industry, from the insured, to the actuary, was the goal of
this course. A brief snapshot is provided, and individuals spend years, decades and even
lifetimes mastering individual aspects of the insurance profession. Regulators and regulation
frame the insurance industry to ensure that the insurance consumer is treated fairly and
ethically in every aspect of their relationship with the insurers.
Regulation, we learned, extends far beyond state borders with advisory and regulatory bodies
around the globe impacting the industry. The New York Department of Financial Services plays
a large role, beyond our state borders. New York regulations, however, do impact national and
international transactions, as displayed by the recent Cybersecurity Regulation 500. New York
City is one of the few world financial centers, and New York State has regulatory control
affecting a tremendous number of world financial and insurance institutions.
For students, this course outlined the economic power of the insurance consumer in New York
and around the world. The insurance producers servicing insureds are held, by the
Superintendent of the Department of Financial Services, to the standard of being
“competent and trustworthy”. Licensing is required, along with continuing professional
education, to sell insurance. Temporary licensing and continued payment of commissions are
available under our law when difficulties strike an agency so the consumer is property
represented.
Life Accident and Health producers, the course explains, share some common product lines with
Property/Casualty agents and brokers, however the lines of authority a licensee holds dictate
what product that licensee may sell. A producer with a personal lines P&C license, or a life only
licensee, cannot sell health insurance, long-term care, disability or other accident and health
products. In addition, there is nothing in the law which limits the size of a policy that an
individual producer may sell, so long as there is an insurer willing to accept the risk.
The other important players in the industry include adjusters, whether public, independent or
employed by carriers as staff adjusters. The actuary manages risk for an insurer, develops rating
and are required for the submission of specific reports to regulators. On the extreme opposite of
the actuary is the Special Investigative Unit whose responsibility it is to combat the fraud which
increases premium costs for every insurance policy from personal auto to permanent life
insurance.
Together, the people in the insurance industry make up a professional industry, which holds itself
to the highest ethical standards that exist, trustworthiness and competence.
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Glossary
Many of the coverage terms used in this course are familiar to all insurance producers. However, certain
terminology does not carry across the P&C / L&H boundary.
Accident - An unforeseen, unintended, unexpected event, mishap, or casualty.
Actual cash value - An amount equivalent to the replacement cost of lost or damaged property at the time of the loss,
less depreciation
AD&D - Accidental Death and Dismemberment
Additional PIP - Additional First Party Benefits that pay for extended loss on account of personal injuries sustained
by an eligible injured person. Coverage applies to named insured’s and other persons sustaining injuries.
Additional Disability Coverages - Wage loss benefits exceeding state minimums typically opted for by high income
earners.
Admitted Company - An insurance company authorized and licensed to do business in a given state
Adverse Selection - The tendency of a disproportionate number of poor risks to by insurance or maintain existing
insurance in force. Also called “Selection against the company”
Agent - One who solicits, negotiates, or effects contracts of insurance on behalf of an insurer.
Annuity - A contract affording periodic income payments for a fixed period of time or usually during the lifetime of
a person who is called the Annuitant. If the annuity payments are limited to a certain period, it is called a Temporary
Annuity; if the payments are terminated only upon the death of the Annuitant, it is known as a Life Annuity.
Application - A signed statement submitted to the insurance company by an applicant, who may or may not be the
proposed insured. The application form contains a series of questions designed to elicit pertinent information, i.e.,
age, medical history, beneficiary(ies), etc., which serves as a basis for underwriting the risk and which become part
of the policy.
Arbitration clause - The provision in a property insurance contract which states that if the insurer and insured
cannot agree on an appropriate claim settlement, each will appoint an appraiser, and they will select a neutral umpire.
Article 78 - A proceeding used to challenge an action of an agency, or officer of the government, which will bring
the case to the Supreme Court
Assignment - Transfer by the policy owner of legal rights or interest in the policy contract to a third party
Auto Liability - Covers against bodily injury and property damage for which the insured may become liable. The
Minimum limit in NYS is 25,000/50,000/10,000.
Beneficiary - A person(s) or other entity designated to receive specified cash payments(s) in the event of the
Insured’s death
BI – Bodily Injury - Bodily Injury means bodily harm, sickness or disease, including required care, loss of services
and death that result. BI coverage is provided to a named insured under auto coverage policies.
Binder - A temporary contract or agreement executed by an agent or insurer putting the insurance in force before the
contract has been written or the premium paid
Broker - One who represents an insured in the solicitation, negotiation, or procurement of contracts of insurance,
and who may render services incidental to those functions including additional services such as processing payments
on claims. Traditionally are viewed as the intermediary between the insured and the insurer.
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Buy Sell Agreement - In the sale of a business, a buy-sell clause (or shotgun clause) in a shareholder agreement
preserves continuity of ownership in the business and insures that everyone is fairly treated, the buyer as well as the
seller. It is a binding contract between business partners or shareholders about the future ownership of the business.
Cancellation - When a portion of the premium is returned by insured and coverage has ended.
Possible reasons for cancellation include fraud and non-payment of premiums
COBRA (CONSOLIDATED OMNIBUS BUDGET RECONCILIATION ACT OF 1988, 1989). Employers of 20 or more employees maintaining a group health plan are required to offer employees and their
dependents the option of continuing membership in the group plan at their own expense after they leave employment
under certain circumstances. The cost of the COBRA extension can be charged to the employee at 102 percent of the
group’s cost for an active employee. Furthermore, the law adds a “portability” feature to coverage wherein an
insurer must credit the time a person was covered under a prior health insurance policy toward satisfying any preexisting condition waiting period imposed by the subsequent policy, as long as the prior coverage was in force at
least 63 days before the effective date of the subsequent policy.
Coinsurance clause for property – A clause under which the insured shares in losses to the extent that he is
underinsured at the time of loss.
Coinsurance clause for health - A provision stating that the insured and the insurer will share all losses covered by
the policy in a proportion agreed upon in advance. If a provision specifies a 75% -25% the company pays 75% and
the insured pays 25%
Collision - Sudden damage to a vehicle caused by it coming in contact with another object. This definition is
usually modified by terms and conditions in an automobile insurance policy.
Commercial General Liability (CGL) - CGL Policy provides coverage for the insured in the event a third party
suffers an injury because of business activities of the insured. An insured’s liability may be for Bodily Injury (BI),
Personal Injury (PI), Advertising Injury (AI) or Property Damage (PD). Also covered under the liability section of
the policy are Medical Expenses incurred for bodily injury caused by an accident regardless of negligence on the
part of the insured and the obligation for the insurer to provide a defense of its policy holder against all valid suits.
Community rating - A rating system in which the charge from insurance to all insured’s depends on the medical and
hospital costs in the community or area to be covered. Individual characteristics of the insured’s are not considered
at all
Compliance - Also known as laws, rules, and regulations set up by state and federal government.
Comprehensive - This is the broadest form of coverage and will provide for any loss except for collision or overturn
of the vehicle. An example is a deer crashing into the side of the vehicle.
Conditions - These are provisions of an insurance policy which state either the rights and duties of the insured or the
rights and duties of the insurer
Coordination of Benefits - Coordination or non-duplication of benefits may apply when an individual is covered
under more than one group insurance contract. Coordination ensures that the total amount of the benefits under all
contracts does not exceed 100% of the actual medical expenses.
CMAP (Coastal Market Assistance Program) - Assists property owners living along the coast with securing
insurance coverage for wind storms, including hurricanes.
Cross Purchase Agreement - With a cross-purchase agreement, each owner of the corporation purchases an
insurance policy on the other shareholders. The purchaser is both owner and beneficiary of the policies.
Declaration - A term used in insurance other than life or health to denote that portion of the contract in which is
stated such information as the name and address of the insured, the property insured, its location and description, the
policy period, the amount of insurance coverage, applicable premiums, and supplemental representations by the
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insured.
Disability Income (DBL) - Standard disability income insurance provides wage earners with temporary cash
payment/benefits to partially replace wages lost for disabilities due to non-occupational injury or illness. A person
who becomes disabled while unemployed is also eligible under certain circumstances. The New York Disability
Benefits Law (DBL) provides for payment of 50% of the average weekly wage to a maximum of $170 per week for
maximum of 26 weeks within a consecutive 52 week period and commences on the eight day of disability. The
minimum benefit is $20 or 100% of the claimant’s coverage weekly wage. DBL does not cover rehabilitation
expenses.
Direct loss - A loss which is a direct consequence of a particular peril. Fire damage to a refrigerator would be a
direct loss.
Dividend Options - The insured is given the option to apply dividends as follows: receive the dividend in cash, apply
the dividend toward the payment of any premium due on the policy, apply the dividend to the purchase of paid-up
insurance, or leave the dividend with the insurance company to accumulate at interest. Some companies have
additional options.
ERISA (EMPLOYEES RETIREMENT INCOME SECURITY ACT OF 1974) - Self-insured plans that are not
governed by state insurance law must meet the requirements of ERISA. ERISA requires a “creditable” claims
review procedure and notices that state the reason for claim denials.
Ethics - Honesty, integrity i.e. Insurance professionals should give full disclosure of information used for
underwriting decisions
Excess and Surplus Market - When an admitted market is unavailable to an insurance producer. Only a broker may
pursue a non-admitted market or excess and surplus lines market. Lloyds of London is and example of an excess
and surplus business regulated in NYS
Exchanges (1035) - Used with the transfer of securities or variable products. A form of disclosure similar to
Regulation 60.
Fair Credit Reporting Act (FCRA) - A federal law that regulates how credit reporting agencies use your information.
Felony - A charge in criminal conduct. The most serious form of a crime, such as committing insurance fraud.
Fidelity Bond - Protects insured regarding money and securities. Protects retirement plans against loss resulting
from acts of fraud and dishonesty on the part of the fiduciary either directly or in collusion with others
Fiduciary - A person holding the funds or property of another in a position of trust.
Flexible Savings Accounts (Section 125 Plan) - Permits employees to purchase fringe benefits with pre-tax dollars
instead of after tax dollars. This election for employees to voluntarily reduce their gross taxable income results in an
employee paying fewer taxes in the area of Federal, State, and FICA taxes
Flood Insurance - Property Insurance set up by the federal government for primarily single family dwellings. Live
stock can also be covered.
Fraud - Deliberate deception used as a means of obtaining money, goods, and/ or services
Free Look Provision - The right of an Insured to change his mind and return the policy within a certain number of
days (usually between 10 and 30) following the delivery thereof. The Insured is permitted to void the contract and
receive a full refund of the Premium he has paid. No charge is made by the insurance company either for any
expenses incurred or for the interim coverage.
Glass Steagall Ac of 1933 - This act changed the insurance industry by prohibiting national and state banks from
affiliating with securities companies.
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Grace Period - A specified period (usually 31 days) after a Premium payment is due, during which the protection of
the policy continues even though the payment for the Renewal Premium has not yet been received.
Graham-Leach Bliley (GLBA) - This act changed the insurance industry in 1999 by instituting sweeping changes
across the financial industry, changing the regulations of banks, insurers, and financial institutions.
Hazard - A specific situation that increases the probability of the occurrence of loss arising from a peril, or that may
influence the extent of the loss
Health Insurance - A broad term covering the various forms of insurance relating to the health of persons. It
includes such coverage as accident, sickness, disability, and hospital and medical expense. This term is used instead
of sickness and accident insurance. This insurance can be written by those with a life accident and health agent
license (LH), a life accident and health broker license (LB) license and property and casualty broker license (BR).
Consultants and property casualty agents cannot write health insurance.
Health Maintenance Organization (HMO) - An organization that provides for a wide range of comprehensive health
care services for a specified group in consideration of fixed periodic premium payments. An HMO may be
sponsored by a medical school, hospital, employer, labor union, consumer group, insurance company, hospital
medical plan, or the government.
Health Saving Accounts - Tax sheltered savings account similar to the IRA but enacted by the laws of NYS and the
Federal Government, they are earmarked for medical expenses. They apply to high deductible health care insurance
coverage.
HIPAA - Health Insurance Portability and Accountability Act
Home Care - A provision in health insurance policies. Home care must be covered if inpatient hospital care is
covered for residents of NYS.
Home Owners Policy - A multi-line policy for owner occupied residences. Homeowner’s policies provide property
and liability coverage for dwelling and other structures and personal property. The basic limit for personal liability
coverage is $100,000. The conditions section of the policy states that the insured must file a proof of loss statement.
Indirect loss - Loss resulting from a peril but not caused directly and immediately by that peril
Insurable Interest - Relationship between the Beneficiary or Owner and the Insured, i.e., a blood relationship,
marriage, or economic dependence.
Insurance Company –
- Alien, one that was organized under the laws of a country other than the United States
- Domestic, one conducting business in the State in which it was organized
- Foreign, one conducting business in a State other than the State in which it was organized
Insurance fraud - Deliberate deception used as a means of obtaining money, goods, and/ or services in the insurance
industry. Common types include arson, theft, staging vehicle accidents
Insurance Law - Statutory laws made by the assembly, senate and governor. Violation of these laws may also be
imposed by the Superintendent of Insurance in addition to civil and criminal penalties
Insurance Risk Score - An underwriting tool that most property and casualty insurance companies use in
establishing premiums
Insurance scheme - A plot to receive money from unsuspecting customers looking to buy insurance. Insured’s
should be suspicious of the price of insurance seems too good to be true. They should contact the NYS Insurance
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department in order to make sure the agent and company are licensed as well as always check the bills closely for
accuracy
Insurance Services Organization (ISO) - An organization of the property and liability insurance business designed to
gather statistics promulgate rates, and develop policy forms. They print and distribute manuals, provide rules and
forms. They also collect and compile data
Insuring agreement - That proportion of an insurance contract which states the perils insured against, the persons
and/or property covered, their locations, and the period of the contract. The obligations assumed by the insurance
company in contract of insurance are found in the insuring agreement.
IRA - An Individual Retirement Account (or IRA) is a retirement plan account that provides some tax advantages for
retirement savings in the United States.
There are a number of different types of IRAs which may be either employer-provided or self-provided plans. The
types include:
 Roth IRA – contributions are made with after-tax assets, all transactions within the IRA have no tax impact,
and withdrawals are usually tax-free. Named for Senator William Roth.
 Traditional IRA – contributions are often tax-deductible (often simplified as "money is deposited before
tax" or "contributions are made with pre-tax assets"), all transactions and earnings within the IRA have no
tax impact, and withdrawals at retirement are taxed as income (except for those portions of the withdrawal
corresponding to contributions that were not deducted).
 SEP IRA – a provision that allows an employer (typically a small business or self-employed individual) to
make retirement plan contributions into a Traditional IRA established in the employee's name, instead of to
a pension fund account in the company's name.
 SIMPLE IRA – a simplified employee pension plan that allows both employer and employee contributions,
similar to a 401(k) plan, but with lower contribution limits and simpler (and thus less costly) administration.
Although it is termed an IRA, it is treated separately.
 Self-Directed IRA – a self-directed IRA that permits the account holder to make investments on behalf of
the retirement plan.
Joint Life Insurance - Insurance on the lives of two or more persons with the face amount payable in the event of the
death of either (or any one) of them, or, in some policies, at the death of each of the insureds.
Key Person Insurance - An Individual Policy designed to reimburse an employer for the loss of a key person’s
service due to his death. Usually, the employer pays the Premium and is the Beneficiary.
License Renewal - Individuals and corporations must renew their license online. You can now change your address
online at time of renewal, and print off a copy of the invoice document for your records. The renewal application is
accessed through the NYSID website. Licenses are issued within 48 hours to those who pay NYS by credit card.
The NYSID has established a dedicated telephone and website for licensees. If you are going to sell insurance to
outside of NYS you will need to secure a non-resident license in that state. There is a statutory late fee for
applicants that renew their license within the last two months of the expiration date
Life Insurance - Insurance upon the lives of human beings that creates an immediate and guaranteed estate at the
death of an insured and which may also provide living benefits through cash value. In life insurance comparisons,
only ‘net’ premiums should be compared.
Life Settlements - The sale, assignment, transfer, or bequest of the death benefit or ownership of a life insurance
policy by the owner of the policy where the insured does NOT have a catastrophic or life-threatening illness or
condition. Typically, the owner of the policy receives cash (generally an amount greater than the cash surrender
value in the policy, but less than the full amount of the death benefit); and the life settlement company becomes the
new owner and beneficiary of the policy and is responsible for the payment of all future premiums. Upon the death
of the insured, the death benefit is paid to the life settlement company. Life settlements usually involve the sale of
life insurance policies by owners where the insured is a senior citizen or where the insured may have a medical
condition that will likely result in a shortened life expectancy.
Limit of Liability - The maximum amount which an insurance company agrees to pay in case of loss
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Litigation - To contest in legal proceedings. Legal actions are typically employed by an injured individual against
an insurance company to gain policy benefits to stated maximums. Litigation based on liability of an insured may
also be used as a measure to obtain additional money to provide for additional losses.
Loan Value - The amount specified in a policy which the insurance company will lend to an Insured at a rate of
interest which the insurance company may charge for such loans (as indicated in the policy). If the debt is not fully
repaid at death, the company can subtract the unpaid amount of the load, and loan interest from the death proceeds.
Long Term Care - Insurance available through private insurance companies as a means for individuals to
protect themselves against the high costs of long-term care. Long term care is the type of care that you
may need if you can no longer perform "activities of daily living" by yourself, such as eating, bathing or
getting dressed. It also includes the kind of care you would need if you had a severe cognitive
impairment like Alzheimer's disease. Care can be received in a variety of settings, including your own
home, assisted living facilities, adult day care centers or hospice facilities. Long term care can
be covered completely or in part by long term care insurance. Most plans let you choose the amount of
the coverage you want, as well as how and where you want to use your benefits. A comprehensive plan
includes benefits for all levels of care, custodial to skilled.
Material misrepresentation - The most serious type of misrepresentation; i.e. a fraudulent statement made by the
application of an insurance policy (also see Misrepresentation)
Medical Payments (Med Pay) - Medical Payments paid as reimbursement for medical and funeral expenses because
of bodily injury, paid on a per-person, per-accident basis. Benefits are paid only to third parties under homeowner’s
policies and to first and third parties under auto coverage. Claims generally must be made within 3 years. Auto
medical payments cover the insured driver injured in an auto accident, a passenger in the insured’s vehicle involved
in the auto accident, or the insured as a pedestrian hit by a motor vehicle.
Medicare - A program of health insurance and medical care for persons who are 65 years of age or over, and certain
other disabled persons under age 65, operated under the provisions of the Social Security Act. Medicare has two
parts: Part A (Hospital Insurance), and Part B (Medicare Insurance, helps cover doctors' services, outpatient hospital
care, and some other medical services that Part A does not cover). Under Part A, a new benefit period begins when
a person has been out of a hospital for 60 days, and covers psychiatric hospital benefits to a life time maximum of
190 days. Part B is voluntary, and covers 80% of approved doctor’s charges. Medicare supplement policies will
cover both members of a married couple as long as they are both at least 65 years old. They are regulated by the
Federal Government.
Medigap policies - Issued to supplement Medicare benefits (paying for deductibles, coinsurance and even charges
not covered by Medicare). In 1991, Congress established 10 standardized Medigap polices. All polices must
contain a disclosure statement. Medigap policies will cover both members of a married couple as long as they are
both at least 65 years old.
Miscellaneous expenses - Hospital charges other than room-and-board; i.e. X-rays, drugs, laboratory fees, etc. (in
connection with hospital insurance).
Misdemeanor - Criminal conduct i.e. filing an insurance claim which contains a fraudulent statement. It is less
serious than a felony. An example is making a false insurance claim.
Misrepresentation - A false statement, which the prospective insured makes in an application for a policy. A
misrepresentation is material if the insurance company, having known the true facts, would have refused to issue the
policy or taken other underwriting action such as charge an additional premium or requiring the attachment of an
impairment waiver. Statements are considered representations and not warranties. If an insurance company
discovers an insured’s misrepresentation on a policy they may cancel any coverage not required by law, giving the
named insured usually 20 days notice.
Moral hazard - A condition of morals or habits that increases the probability of loss from a peril.
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Morale hazard - Hazard arising out of an insured’s indifference to loss because of the existence of insurance.
Motives for insurance fraud - Reasons why people file false claims and commit insurance crimes. They include loss
of a large account, desire to change locations, gambling debts, economic loss, facing bankruptcy, inability to fill
contracts, etc
NAIC - National Association of Insurance Commissioners
Non admitted Insurer (unauthorized or unlicensed insurer) - An insurer not licensed to do business in the
jurisdiction in question.
Non Forfeiture options - In the event of a default in payment of the premium, there shall be three basic options
available. 1st- Take the cash surrender value in a lump sum. 2nd- extended term insurance. 3rd- reduced paid up
insurance. Whole life polices can provide continuing cash value build up under the reduced paid up insurance
addition provision.
Non-Owned Auto Coverage - Covers bodily injury and property damage for your company while vehicles are used
by employees for your business use. Coverage for the physical damage to non-owned autos is found in part D
(physical damage coverage) of the contract.
Non Renewal - When an insurance company does not renew a policy. In auto and home owners insurance the nonrenewal notice is sent to the insured and must include the reason for non renewal
NY Property Insurance Underwriting Association (Fair Plan) - The plan that insures the residential and commercial
properties in the state where the homeowner cannot find coverage elsewhere. “Extended coverage,” which includes
windstorm coverage, is written by authorized insurers engaged in writing fire and other extended coverage insurance.
NYS Fraud Bureau - The investigative unit that are assigned to insurance fraud cases. They often work with law
enforcement agencies as well as the insurance company’s special investigative unit. They require insurance
companies to develop thorough plans for prevention and detection of insurance fraud
OBEL – Optional Basic Economic Loss - Basic Economic Loss consists of medical expense, work loss, other
expense and death benefit not to exceed $50,000. Basic Economic Loss coverage is provided under statutory
personal injury protection (PIP). Optional Basic Economic Loss provides and additional $25,000 of coverage that
may be applied as directed by the recipient, subject to policy language.
Occurrence - An event that causes loss over time
Open Enrollment Period - A period of time during which people, who would otherwise have to submit evidence of
insurability, can apply for group insurance or HMO coverage, without such evidence.
Ordinary Life Insurance - A policy which provides coverage for the entire life of the policyholder and for which the
Premiums are payable until death. It is also called Whole Life or Straight Life.
Paid Up Insurance - Life insurance on which future Premium payments are not required. For example, the term is
used to identify a 20-Payment Life Insurance Policy on which 20 Annual Premiums have been paid. Reduced PaidUp Insurance is the term applied to the policy which is issued under the Non-forfeiture Option, i.e., when the
Insured does not wish to pay further Premiums on his policy and elects this option.
Peril - The cause of a possible loss
Permanent Insurance - Permanent covers a person for life, as long as he or she is paying the premium.
Physical hazard - Any hazard arising from the material, structural, or operational features of the risk itself apart
from the persons owning or managing it.
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PIP - No Fault - Personal Injury Protection coverage provides reimbursement for basic economic loss sustained by
an eligible injured person on account of personal injuries caused by an accident. Benefits include Basic Economic
Loss, Medical Expense, Death Benefit and Other Expenses defined in a policy. Benefits are limited by the insuring
agreement. Basic coverage provides up to $2,000 per month for lost wages resulting from an auto accident. Loss of
hearing would also be covered. Workers comp, Medicare and dbl are the primary coverages before PIP pays. There
is no coverage is caused while committing a felony.
Photo Inspection Regulation 79 - Instituted in 1979 the requirement that most vehicles covered by comprehensive
and collision insurance must be inspected and a photo record maintained by the insurance carrier. There was a high
frequency of “phantom” vehicles insured with comprehensive coverage reported as stolen, when follow up
investigations determined that no vehicle originally existed.
Preferred Provider Organization (PPO) - Health Insurance that is affiliated with approved hospitals and doctors
Property Damage Liability Insurance - Protection against liability for damage to the property of another not in care,
custody and control of the insured as distinguished for liability and bodily injury
Pro Rata - Distribution of the amount of insurance under one policy among several objects or places covered in
proportion to their value or the amounts shown
Regulation 60 - The New York State Insurance Department Regulation governing the replacement of life insurance
policies and annuity contracts in New York State. Regulation 60 primarily relates to disclosure information.
Incomplete comparisons are strictly prohibited. Penalties include a return of commission by the agent, liability to
any agent of an insurance company for the amount of the commission lost by such license, or even imprisonment,
revocation, or suspension.
Regulation 79 - Verification of the existence of each vehicle to be covered with Collision and Comprehensive
coverage by a photo inspection. Also known as “Phantom Vehicles” auto regulation.
Regulation 87 - A requirement for producers to notify the New York State Insurance Department when insurance
covering a municipality is written
Reinstatement - The resumption of coverage under a policy which lapsed. The Insured is required to pay overdue
Premiums plus interest and to provide satisfactory evidence of insurability to effect a reinstatement.
Rental Car Coverage - Includes coverage to rent a vehicle in the event of a covered loss.
Replacement cost - The cost of replacing property without a reduction for depreciation
Representation - A statement in legal terms, made on an application for insurance that the applicant represents as
correct to the best of his knowledge and belief
Sarbanes Oxley - The Sarbanes-Oxley Act of 2002 (often shortened to SOX) is legislation enacted in response to the
high-profile Enron and WorldCom financial scandals to protect shareholders and the general public from accounting
errors and fraudulent practices in the enterprise
Section 125 Plan - Section 125 Plans go by a variety of names, such as Premium Only Plans (POP), Salary
Reduction Plans, Flexible Benefit Plans and Premium Conversion Plans, all are based on the guidelines of the
Internal Revenue Code Section 125. In layman's terms, a Section 125 Plan permits employees to purchase fringe
benefits with PRE-TAX dollars instead of AFTER TAX dollars.
Self Insurance - Making financial preparations to meet pure risks by appropriating sufficient funds in advance to
meet estimated losses, including enough to cover possible losses in excess of those estimated.
Small Business Fraud - A small business committing insurance fraud. They have a higher tendency to consider
arson and other crimes as a way out of financial difficulties. Statistics show a rise in small business fires when
facing economic loss and/or bankruptcy

164

Social Security - A government program which provides economic security for portions of the public.
Soft Fraud - When a normally honest person tells little white lies to their insurance company i.e. a homeowner
inflating the value of their stereo stolen during a robbery
Special Investigative Unit (SIU) - An insurance company’s fraud investigation department. They investigate
fraudulent practices
Spendthrift Clause - A clause which protects the proceeds of the policy from claims of creditors of a Beneficiary.
Generally, the Insured must request that this provision be incorporated in a chosen Settlement Option Provision of
the policy.
Split Limit Insurance - The Amount of Insurance for bodily injury liability and property damage liability are stated
separately
State Insurance Fund - A fund set up by a state government to finance a mandatory insurance system such as
Workers Compensation and Non occupational disability benefits.
Stock Redemption Agreement - A stock redemption agreement is an agreement in which the corporation owns
insurance policies on the lives of the shareholders. When a shareholder dies, the corporation buys the deceased
shareholder’s interest in the company with the insurance proceeds.
Subrogation - The right of one who has taken over another’s loss to also take over his right to pursue remedies
against a third party. The insurer pays its insured for a loss then assumes the insured’s right of action against the
responsible party for reimbursement of the loss.
Superintendent of Insurance - The person in charge of the NYS Insurance department i.e. commissioner. He may
revoke a license for any violation of the NYS Insurance law. Punishments include possible fines and imprisonment
for up to one year plus suspension or revocation of all licenses. All fines must be paid within 15 days. The
superintendent enforces the insurance laws and regulations.
Supplemental Spousal Liability - Supplemental Spousal Liability Insurance means coverage against liability of an
insured because of death or injuries to his or her spouse up to the liability insurance limits provided under the policy
even where the injured spouse, to be entitled to recover, must prove the culpable conduct of the insured spouse.
Support Staff - Non-licensed employees in an insurance agency prohibited by law from prospecting or soliciting
insurance, quoting premiums, or receiving compensation based on sales.
Term Insurance - A term policy provides coverage for an allotted amount of time. Most group life insurance policies
are term policies – covering employees only while they are working for your business.
Total Disability - An illness or injury which prevents an Insured from continuously performing every duty
pertaining to his occupation or from engaging in any other type of work for remuneration. (This wording varies
from one insurance company to another.)
Towing - Covers cost to tow an insured vehicle
Twisting - Inducing an insured to cancel his preset insurance and replace it with insurance in the same or another
company by misrepresenting the facts or by presenting an incomplete comparison.
Underwriting - The analysis of information pertaining to an applicant which was obtained from various sources and
the determination of whether or not the insurance should be: (a) issued as requested, (b) offered at higher Premium,
or (c) declined.
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Uninsured and Underinsured Motorist - Pays damages for bodily injury caused by drivers of uninsured vehicles,
when such drivers are legally liable for injury to the insured and/or passengers. An example is a hit and run driver
or a driver whose insurance company is not solvent.
Viatical Settlements - Funds from a Life Insurance Policy used to subsidize the healthcare and living expenses of
terminally ill named insureds
Viaticals - Viatical, or a life settlement, is the sale of a life insurance policy by the beneficiary of the policy, before
the policy matures. Such a sale, at a price discounted from the face amount of the policy but usually in excess of the
current cash surrender value, provides the seller an immediate cash settlement. Generally, viatical settlements
involve insured individuals with a life expectancy of less than two years. The life settlement market is currently
focused on individuals with life expectancies of three to ten years. A life settlement can be an innovative wealth and
estate planning tool, especially when the policy holder encounters changed circumstances, such as bankruptcy,
divorce, unaffordable premiums, change in tax laws, or a serious or life threatening illness. From the perspective of
the investor, purchasing a life settlement is similar to buying a bond with a negative coupon and an uncertain
redemption date. New York State now regulates the sale of all in-force life insurance policies under the Life
Settlement statute.
Waiver of Premium - A provision included in many policies which waives the payment of premiums after an Insured
has been totally disabled for a specified period of time (usually 6 months).
Warranty - A provision in a policy that pledges that a condition exists or will exist at some time in the future
Workers Compensation - Benefits paid for an injury (or causally related disease contracted) arising out of and in the
course of employment. The amount of the benefits and the conditions, under which employees are eligible, are
determined by the workers’ compensation law. In Most states, the insurance providing these benefits may be
purchased from private insurance companies. In a few states, only a monopolistic state workers’ compensation fund
is permitted to issue such insurance. In some states, the coverage may be obtained from either a state fund or from a
private insurance company. NYS has a 7 day waiting period which is waived after the 14th day. The employee is
usually paid directly. Benefits may be denied in cases when the employee’s injuries were intentionally self inflicted,
or the injuries were sustained while engaged in an activity which had been strictly forbidden by the employer, or if
the employee was intoxicated. Benefits cannot be taxed, and the time limit for benefits is the period of disability.
The maximum funeral expense is $6,000. There is no waiting period for medical, hospital and surgical treatment.
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