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Introduction: The Life of An Insured  
 
The Insurance Training Institute (ITI) has maintained a practice of offering “Bridge Courses”, 
which provide continuing education credit to all types of NYDFS Insurance License holders, for 
more than 20 years.  Bridge courses are required to provide educational material of value to all 
classes of licenses.  ITI provides bridge courses to ensure that all of our students are certain to 
meet all of their biennial continuing education requirements.  Furthermore, it is our philosophy 
that providing all students, regardless of their professional discipline of auto, home, life, or health 
insurance, with a well-rounded look at insurance will help them to continue to develop as 
insurance professionals. 
 
In the development of The Life of an Insured insurance continuing education course, we took a 
practical look at the multitude of insurance coverages an average American experiences during 
their lifetime.  A focus was placed on how coverage needs change throughout life.  Insurance 
coverage begins for most of us at birth and people in the United States live with insurance, in one 
form or another, from birth until we die.     
 
It is well understood that we learn through examples.  Throughout this course, we provide 
examples of the insurance purchases made, either by individuals or on their behalf, throughout an 
average lifetime.  Rather than explaining coverage once, we look at how coverage needs change 
over time with illustrations provided at several intervals. 
 
The course also expands beyond the straight explanation of specific insurance coverage.  It is our 
goal to provide students with a broader understanding of how and why insurance products 
developed into our current product offering.  While many principles of insurance remain virtually 
the same over time, such as life insurance, others evolve or need to be created, as is the case with 
cyber liability. 
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Chapter 1  
 
Section 1  
Insurance Coverage for Pregnancy and Childbirth  
 
The life of an insured starts with a mother giving birth to a child.  For more than 100,000 years 
mothers have given birth to human babies on earth.  Before the 20th century, estimates have infant 
mortality between 200 and 500 deaths per 1000 live births in the child’s first year of life.  In 
2014, the CDC (Centers for Disease Control and Prevention) reported the infant mortality rate 
in the United States to be just 5.82 deaths per 1000 live births.  We can thank science and 
technology for the improvement.  Clean water, central heating and the understanding and 
prevention of infection are the primary factors in the drastic improvement of infant survival over 
the past few hundred years.  However, these changes come at a cost.  How we pay for these 
technological advances is the first insurance challenge facing individuals in the United States, or 
more specifically, their parents. 
 
In 2014, the median charge for childbirth in New York hospitals and medical centers ranged from 
$1348 at Clifton Springs Hospital and Clinic, to $28,703 at Westchester Medical Center, 
according to the New York State Department of Health. These charges are for delivery services 
only.  Prenatal care and pediatric service charges are additional. 
(https://health.data.ny.gov/Health/Vaginal-Delivery-Hospital-Inpatient-Median-Costs-a/uypi-
99b7/data) 
 
There are insurance options available to women who are uninsured and become pregnant to offset 
the costs of pre-natal care and childbirth.  Nearly half of Americans are covered by employer 
based health plans, according to the Kaiser Family Foundation (KFF).  Only 7% of Americans 
were covered under the network of health exchanges implemented by the Affordable Care 
Act in 2015, and the number of uninsured nationally has declined from 13% in 2013 to 9% in 
2015.  In a report titled Health Insurance Coverage of the Total Population, Kaiser reported that 
New York State closely mirrors the national averages of how individuals are insured, with nearly 
half-gaining coverage through Employer sponsored plans and 7% gaining access through Non-
Group programs, which include plans created by the Affordable Care Act.  
 

Health Insurance Coverage of the Total Population 
The Henry J. Kaiser Family Foundation  Timeframe: 2015 

 
Location Employer Non-Group Medicaid Medicare Other Public Uninsured Total 
United States 0.49 0.07 0.20 0.14 0.02 0.09 100
New York 0.49 0.07 0.24 0.13 N/A 0.06 100

http://kff.org/other/state-indicator/total-
population/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22
sort%22:%22asc%22%7D  
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Section 2  
Medicaid Coverage for Pregnant Women 
 
The primary backstop for health insurance coverage in New York and across the Country is 
Medicaid.  Federal Legislation created Medicaid in 1965.  Medicaid is an assistance program 
that serves low-income people regardless of age.  The Federal Law established that States must 
contribute funding to Medicaid.  The Medicaid Law also implemented policies to manage 
Medicaid programs in each State independently.  Under the Law, benefits can vary widely from 
state to state, however each state must have a minimum benefit program.   
 
Medicaid provided coverage for 24% of individuals in New York and 20% of the populations 
nationally in 2015.   
 

 

Program History 

The Center for Medicaid and CHIP Services (CMCS) serves as the focal point for all 
national program policies and operations related to Medicaid, the Children's Health 
Insurance Program (CHIP), and the Basic Health Program (BHP). These critical health 
coverage programs serve millions of families, children, pregnant women, adults without 
children, and also seniors and people living with disabilities. 

Medicaid 

Authorized by Title XIX of the Social Security Act, Medicaid was signed into law in 
1965 alongside Medicare. All states, the District of Columbia, and the U.S. territories 
have Medicaid programs designed to provide health coverage for low-income people. 
Although the Federal government establishes certain parameters for all states to follow, 
each state administers their Medicaid program differently, resulting in variations in 
Medicaid coverage across the country. Beginning in 2014, the Affordable Care Act 
provides states the authority to expand Medicaid eligibility to individuals under age 65 in 
families with incomes below 133 percent of the Federal Poverty Level (FPL) and 
standardizes the rules for determining eligibility and providing benefits through 
Medicaid, CHIP and the health insurance Marketplace. 
In 2015, Medicaid celebrated its 50th birthday by posting program highlights, research 
findings and the voices of our beneficiaries in 50 days of postings.   

Children's Health Insurance Program (CHIP) 

The Children's Health Insurance Program (CHIP) was signed into law in 1997 and 
provides federal matching funds to states to provide health coverage to children in 
families with incomes too high to qualify for Medicaid, but who can't afford private 
coverage. All states have expanded children's coverage significantly through their CHIP 
programs, with nearly every state providing coverage for children up to at least 200 
percent of the Federal Poverty Level (FPL). 

Basic Health Program 

The Basic Health Program was enacted by the Affordable Care Act and provides states 
the option to establish health benefits cover programs for low-income residents who 
would otherwise be eligible to purchase coverage through the Health Insurance 
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Marketplace, providing affordable coverage and better continuity of care for people 
whose income fluctuates above and below Medicaid and CHIP levels. 

             https://www.medicaid.gov/about-us/program-history/index.html  
 
Section 3  
CHIP  
 
In 1997, the Children’s Health Insurance Program (CHIP) was passed by Congress and 
signed into Law.  CHIP provides federal matching funds to states to provide health coverage to 
children in families with incomes too high to qualify for Medicaid, but who cannot afford private 
coverage.   The Center for Medicaid and CHIP Services (CMCS) administers these programs at 
the Federal level.   
 
CHIP was modeled after New York State’s program to ensure healthcare insurance for low 
income children, developed in 1990.  New York originally implemented a law enabling children 
up to the age of 13 to obtain health insurance coverage.  The State law increased the age limit to 
children 17 years old and eventually 19 years of age.  
 

New York State’s CHPlus  
New York State’s child health insurance program, known by its marketing name CHPlus, 
was created by state legislation in 1990, (2) one of a series of state initiatives addressing 
lack of health insurance.(7)  The overall goal for CHPlus was to provide comprehensive 
outpatient health care services to low-income children. Legislative objectives for the 
program are to:  
1) provide primary and preventive health insurance coverage to low-income children by 
removing financial barriers to purchasing such coverage through an individual subsidy 
program; 
2) increase eligible children’s access to primary and preventive health care services;  
3) improve the health status of children participating in the program, and  
4) reduce and target outpatient bad debt and charity care expenditures more efficiently in 
New York State.  
Pediatrics, Official Journal of the  American Academy of Pediatrics - Evolution of a 
Children’s Health Insurance Program: Lessons From New York State’s Child Health 
Plus  

 
Section 4   
Disability Coverage for Pregnancy 
 
The ability for women to obtain health insurance coverage when they become pregnant is a 
significant step toward improving healthcare for women.  Yet discrimination against women who 
become pregnant is a long-standing issue.  In 1949, when the New York Disabilities Benefits 
Law (DBL) was signed, pregnancy and childbirth were excluded.  In 1949, a woman’s right to 
vote was only 29 years old and the role of women outside of the home was slowly expanding.  
New York granted women the right to vote in 1917 and the 19th Amendment to the US 
Constitution was ratified in 1920. 
 
M. William Zucker, Secretary of the Commerce and Industry Association, published a short 
article in the ILR Review, entitled The New York Disability Benefits Law. II. The Model 
Approach, in support of the private insurance aspect of the New York State Disability Benefits 
Law.  However, in the article he stated strong opposition to pregnancy benefits for workers under 
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DBL.  (Note: The ILR Review is a publication of The New York State School of Industrial and 
Labor Relations) 
 

“Any well-operating disability benefits law should incorporate certain basic principles:…  
g) Ineligibility Requirements  

Reasonable ineligibility provisions should be incorporated: self-inflicted 
injuries, injuries incurred in the perpetration of a crime, fraud in filing of a claim, 
and receipt of remuneration or profit from another job or self-employment should 
disqualify benefit payments.  
h) Medical Examination  

Benefits should be payable only while an individual is under the care of a 
licensed physician.  
i) Pregnancy Benefits  

Pregnancy or resulting childbirth, miscarriage, or abortion should not be 
included as an insured disability.”  
M. William Zucker 

 
New York State passed a Civil Rights Law in 1945, signed by Governor Thomas E. Dewey, 
named the the Ives-Quinn Anti-Discrimination Law.  The Law was renamed the Human 
Rights Law in 1968. The passage of the Civil Rights Act of 1964 outlawed employment 
discrimination based on Race, Color, Religion, Sex, or National Origin.   Despite these laws, 
discrimination against pregnant women continued.  Both sets of laws addressed discrimination, 
including discrimination based on sex, yet language specific to pregnancy remained absent. 
 
Culturally, there were entrenched practices which supported the status quo of women leaving the 
work force once married, or upon becoming pregnant.  However, times were changing.  More 
women were attending college and remaining in the workforce.  One hundred years of efforts to 
increase women’s equality throughout society continued into the 1960’s and 70’s.  The Civil 
Rights movement fueled actions to increase women’s rights activities as well. 
 
Subsequent to the passage of the Civil Rights Act in 1964, legal challenges were made 
specifically relating to employment policies for women who become pregnant, with appeals 
rising to the highest level in both New York State and Federal Courts.  The basis of these 
challenges were rooted in employment practices and arguments cited the “discrimination based 
on sex” language of the Civil Rights Act and in New York’s Human Rights Law and the 
documented employment contract requirements for women to take voluntarily and unpaid leave 
from employment no later than their third or fourth month of pregnancy. 
 
Notable among those cases is Union Free School District No. 6 of the Towns of Islip and 
Smithtown et al., Appellants, v. New York State Human Rights Appeal Board et al., 
Respondents.  This case challenged a school employment policy that required pregnant women to 
take unpaid leave from work no later than their forth month of pregnancy.   
 
Other cases include Board of Education of the City of New York, Appellant, v. State Division of 
Human Rights, Respondent and Union Free School District No. 2, East Williston, Town of North 
Hempstead, Appellant, v. New York State Division of Human Rights, both decided in 1974.   
 
These cases set the foundation for the Brooklyn Union Gas Company vs. New York Sate Human 
Rights Appeal Board case addressing coverage of pregnancy under New York Disability Benefits 
Law (DBL) in 1976.    
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This appeal presents another facet of the question whether under the Human Rights Law 
(Executive Law, art. 15) pregnancy and childbirth may be treated differently in an 
employment relationship from other instances of physical or medical impairment or 
disability. We have held that a personnel policy which singles out pregnancy, among all 
other physical conditions to which a teacher may be subject, as a category for special 
treatment in determining when leave from duty shall begin is prohibited by the 
proscriptions of our State's Human Rights Law (Board of Educ. of Union Free School 
Dist. No. 2, East Williston v. New York State Div. of Human Rights, 35 N Y 2d 673, 
affg. 42 A D 2d 49). *376 Likewise, we have held that the Human Rights Law requires 
that a pregnant teacher who takes a pregnancy-related leave must be permitted to take 
advantage of her sick and sabbatical leave entitlements to the same extent as would be the 
case were she suffering from some other temporary physical disability (Matter of Board 
of Educ. of City of N. Y. v. State Div. of Human Rights, 35 N Y 2d 675, affg. 42 A D 2d 
854). 

At the Federal level is the case of General Elec. Co. v. Gilbert 429 U.S. 125 (1976).  In this case, 
the Supreme Court ruled it permissable for an employer to deny disability benefits based on a 
woman’s pregnancy.  The case brought was based on Title VII of the Civil Rights Act prohibiting 
discrimination based on Sex. 

Since it is a finding of sex-based discrimination that, in a case like this, must trigger the 
finding of an unlawful employment practice under § 703(a)(1), Geduldig is precisely in 
point in its holding that an exclusion of pregnancy from a disability benefits plan like 
petitioner's providing general coverage is not a gender-based discrimination at all. Pp. 
429 U. S. 133-136. https://supreme.justia.com/cases/federal/us/429/125/case.html  

 
As decisions in these High Courts came down with the New York Court of Appeals supporting 
women’s rights and the US Supreme Court supporting those of employers, parties remained at 
odds over providing disability benefits to women for pregnancy.   
 
In an article published by the New York Times, prior to her appointment to the US Court of 
Appeals in 1980, Justice Ruth Bader Ginsberg wrote on the topic of Pregnancy and 
Discrimination highlighting the different Court opinions: 

A company provides income‐replacement payments to temporarily disabled 
employees for all disabilities that both men and women incur, such as lung cancer, 
alcoholism and skiing injuries, and all disabilities that only men incur, such as 
prostatectomies. There is one exception: disabilities arising from pregnancy or 
childbirth. 

Is that exclusion sex discrimination? Not at all, ruled the Supreme Court on Dec. 7, 
1976, interpreting the Federal law prohibiting job discrimination. 

Yes, indeed, held the New York State Court of Appeals, the state's highest court, on 
Dec. 20, 1976, interpreting the substantially identical state law. 

The New York decision fosters eradication of sex discrimination in the labor market, 
root and branch. The Supreme Court decision leaves a gaping hole in the protection 
guaranteed women. 
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The Supreme Court decision was a stunning rejection of the position that had been 
taken by the Federal Equal Employment Opportunity Commission and six Federal 
courts of appeals. These authorities had identified discrimination against the pregnant 
worker as the essence of sex discrimination. But no pregnant man receives disability 
benefits, the Supreme Court majority said, hence it is not sex discrimination to deny 
such benefits to pregnant women. 

The dissenting Justices responded that the pregnancy classification was necessarily sex 
based, both because it is the capacity to become pregnant that differentiates men from 
women and because all disabilities specific to males were covered by the plan. 
What are the consequences of the rulings on this pregnant issue? Millions of gainfully 
employed women have husbands earning less than $7,000 per year. Families dependent 
on the income of these women will suffer the harshest impact when no wage replacement 
attends childbirth. 
 
But far graver implications attend refusal to recognize disadvantageous treatment of the 
pregnant worker as sex discrimination. If it is not sex discrimination to exclude pregnant 
women from standard fringe‐benefit programs, is it sex discrimination to fire pregnant 
women, refuse to hire them, force them to take long, unpaid leaves, or strip them of 
seniority rights when they return to work? 
 
Until very recently such practices were the common pattern. They had been fought 
successfully in litigation under Federal and state human rights laws. Women outside 
states with secure state‐law rulings now fear industry's return to old ways. 
It is not accidental that disadvantageous treatment of pregnant workers has been a 
constant target of employment‐discrimination cases. Women's child‐bearing function has 
always played a central role in supporting sex discrimination. Anticipating the woman's 
withdrawal from the paid labor force when she becomes pregnant, the economy‐minded 
employer keeps her till then, at the lowest cost, and at the lowest rung of the job ladder. 
 
The reality is that many women become labor‐force outcasts upon pregnancy, not by 
choice but because of their employers’ preconceptions or prejudices. 
Even pregnant workers who manage to retain their jobs–albeit without the fringe‐benefit 
package given other workers — find their opportunities limited because of the image of 
the “typical” woman generated and perpetuated by employers’ own discriminatory 
practices. 
 
Without confronting head‐on this source of differential treatment of the female worker, 
basic improvement in the status of gainfully employed women is not likely to occur. 
Employers will continue to regard women as people who neither need nor want to remain 
in the labor market for more than a temporary sojourn. Traditional states of mind about 
women's proper work once the baby comes are difficult to abandon, even for gray‐haired 
jurists. The New York State Court of Appeals judges surmounted this difficulty; the 
Supreme Court Justices did not. 
 
A further ominous signal marks the Supreme Court's opinion. The New York State Court 
of Appeals has sharply distinguished the muted‐protection against discrimination that 
women have gained under the Constitution's 19th‐century equal‐protection principle from 
the vital safeguard afforded by the state's modern humanrights law. 
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By contrast, the Supreme Court twice identified as a source for determining 
Congressional intent in banning “discrimination” the “long history of judicial 
construction” of the 14th Amendment's equal‐protection clause. 
 
But until 1971, the Supreme Court consistently interpreted the 14th Amendment to allow 
wholly arbitrary forms of sex discrimination, including state restrictions on women 
working as bartenders or serving on juries. 
 
In fact, the “long history” of the Supreme Court's refusal to relate sex discrimination to 
equal-protection analysis continues to provide strong impetus for the insistence of the 
contemporary women's movement on the Equal Rights Amendment. 
 
On the issue of statutory construction involved in the Supreme Court's Dec. 7 decision, 
the high court is not the final arbiter. Legislative overruling is available when the Court 
misconceives Congressional purpose. The response of. the new Congress and 
Administration will provide an early measure of the nation's current commitment to 
achievement of genuinely, equal opportunity for women 

(New York Times – Jan. 25, 1977) 
http://www.nytimes.com/1977/01/25/archives/pregnancy-and-
discrimination.html?mcubz=0&_r=0  

Section 5  
Pregnancy Discrimination 
 
To protect women against discrimination, the United States enacted the Pregnancy 
Discrimination Act of 1978.  The Act amended a portion of the Civil Rights Act of 1964 with a 
new subsection (k).  The Act prohibits employers from discriminating against women while they 
are pregnant, following childbirth and for other related medical conditions.   
 

U.S. Equal Employment Opportunity Commission FACT SHEET  

Pregnancy Discrimination  
  
The Pregnancy Discrimination Act (PDA) is an amendment to Title VII of the Civil Rights 
Act of 1964.  Discrimination on the basis of pregnancy, childbirth, or related medical 
conditions constitutes unlawful sex discrimination under Title VII.  Women affected by 
pregnancy or related conditions must be treated in the same manner as other applicants or 
employees who are similar in their ability or inability to work.  
  
Hiring and Working Conditions  
  
An employer cannot refuse to hire a woman because of her pregnancy related condition as 
long as she is able to perform the major functions of her job.  An employer cannot refuse to 
hire her because of its prejudices against pregnant workers or because of the prejudices of 
co-workers, clients, or customers.  The PDA also forbids discrimination based on pregnancy 
when it comes to any other aspect of employment, including pay, job assignments, 
promotions, layoffs, training, fringe benefits, firing, and any other term or condition of 
employment.  
 Pregnancy and Maternity Leave  
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An employer may not single out pregnancy related conditions for medical clearance 
procedures that are not required of employees who are similar in their ability or inability to 
work.  For example, if an employer requires its employees to submit a doctor’s statement 
concerning their inability to work before granting leave or paying sick benefits, the 
employer may require employees affected by pregnancy related conditions to do the same.  
  
Pregnant employees must be permitted to work as long as they are able to perform their jobs.  
If an employee has been absent from work as a result of a pregnancy related condition and 
recovers, her employer may not require her to remain on leave until the baby’s birth.  Nor 
may an employer have a rule that prohibits an employee from returning to work for a 
predetermined length of time after childbirth.    
  
Under the PDA, an employer that allows temporarily disabled employees to take disability 
leave or leave without pay must allow an employee who is temporarily disabled due to 
pregnancy to do the same. Employers must hold open a job for a pregnancy related absence 
the same length of time that jobs are held open for employees on sick or temporary disability 
leave.  
  
Further, under the Family and Medical Leave Act (FMLA) of 1993, enforced by the U.S. 
Department of Labor, a new parent (including foster and adoptive parents) may be eligible 
for 12 weeks of leave (unpaid, or paid if the employee has earned or accrued it) that may be 
used for care of the new child.  To be eligible, the employee must have worked for the 
employer for 12 months prior to taking the leave and the employer must have a specified 
number of employees.  For more information please see:  
www.dol.gov/whd/regs/compliance/whdfs28.htm  

 
Prior to the passage of The Pregnancy Discrimination Act, New York State acted to ensure a 
disability benefit for pregnancy in 1977 with changes to the Article 9 of the Workers 
Compensation Law, which governs Disability Benefits.  The New York State Insurance 
Department issued a Circular Letter in 1977 to explain changes to New York Disability Benefits 
Law and Workmen’s Compensation Law.  Benefits for women are set at 6 weeks for 
pregnancy and childbirth, 8 weeks following C-Section birth or when complications are not 
present and up to 26 weeks if complications occur.  The maximum time allowed under Statutory 
DBL is 26 weeks. 
 

August 15, 1977  
 
SUBJECT: INSURANCE  
(WITHDRAWN)  
 
Circular Letter No. 10 (1977)  
 
TO: ALL INSURERS LICENSED TO WRITE ACCIDENT AND HEALTH 
INSURANCE IN NEW YORK STATE  
 
RE: DISABILITY BENEFITS LAW -- COVERAGE FOR MATERNITY  
 
Chapter 675, Laws of 1977 amends Section 201, subdivision 9 and Section 205, 
subdivision 3 of the Disability Benefits Law. The amendments require the inclusion of 
maternity benefits in all contracts which provide the benefits mandated by Article 9 of the 
Workmen's Compensation Law. The required maternity benefits are described in the 
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August 5, 1977 bulletins DBIC 30 and DB 65 issued by the Workmen's Compensation 
Board. These bulletins were sent to all insurance carriers providing benefits under the 
Disability Benefits Law.  
 
This legislation, which was effective August 3, 1977, requires additional benefits, 
therefore, rate adjustments are anticipated. As a guide to insurers, rates based upon the 
following assumptions will be accepted by the New York Insurance Department:  
 

1) An annual frequency of .022 for all working females. (Other frequencies, e.g., 
age related frequencies, consistent with the above, will also be acceptable);  
 
2) An average duration of 8.8 weeks for all maternity benefits (8 week maximum 
for normal maternity and 26 week maximum for complications);  
 
3) An average benefit level of $ 72 per week per female employee for groups 
under 50 in size;  
 
4) The expense loading for benefits added to existing policies should be limited 
to no more than one third of net premiums.  

 
Other bases used to compute gross premiums for these benefits will be considered by the 
Department if the company has carefully documented credible experience as support.  
 
All insurers writing D.B.L. coverage should submit appropriate rider forms (if necessary) 
and any premium rate adjustments as soon as possible to enable the Department to review 
all submissions in a reasonable time frame. Where permissible by law, all rate filings will 
be made effective August 3, 1977.  
 
Please note that the maximum benefit level was not changed by any of the above 
amendments.  
JOHN F. LENNON  
Acting Superintendent of Insurance 

 
Section 6  
Family and Medical Leave Act 
 
In 1993, the Family and Medical Leave Act was enacted.  This Federal Law requires “covered 
employers”, those with 50 or more employees as well as all public agencies and public and 
private schools, to provide up to 12 weeks of unpaid leave within a 12 month period.  The first 
line of the law states its’ purpose: “to grant family and temporary medical leave under certain 
circumstances.”  The Law was recognition, in part, to the increasing significance of women in the 
workforce, the value of time between newborn children and their mothers and fathers, as well as 
the need for caring for sick family members, whether they are an employees children or their 
parents.   
 
The Newborns’ and Mothers’ Health Protection Act of 1996 is Federal Law that ensures that 
women and their babies have a minimal amount of hospital care following delivery.  Women are 
guaranteed 48 hours of hospital stay following child birth and 96 hours following birth by 
Caesarian Section.  In a report issued from Congressional Committee on Labor and Human 
Resources prior to passage of the law, it was noted that “The legislation was introduced in 
response to a growing trend among insurers and health plans to limit coverage to postpartum care. 
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With health costs rising rapidly, many plans now cover stays of only 24 hours, including the day 
of delivery. In some cases, insurers limit postpartum coverage to as little as 12 hours, or even 8 
hours.”   
 
Section 7  
The Patient Protection and Affordable Care Act of 2010 
 
“Three in four health plans in the non-group insurance market did not cover delivery and 
inpatient maternity care in 2013, before the Affordable Care Act (ACA) essential health benefits 
requirement took effect, finds a new Kaiser Family Foundation analysis.”   
 

 
 
KFF.org – Pre-ACA State maternity coverage mandates: individual and small group markets 
 
Affordable Care Act and Expanded State of Health Enrollment  
 
In New York State, uninsured women who become pregnant can now enroll into a plan under the 
NY State of Health program, which is the marketplace for individuals and families created 
under the Affordable Care Act (ACA).  The marketplace has “Open Enrollment” each year from 
November 1 through January 31.  Only certain “Qualifying Life Events” allowed an individual 
to enter the marketplace outside of the enrollment period.  Qualifying Life Events, under the 
ACA are: Loss of Health Insurance; Changes in Household; Changes in Residence; and Other 
Qualifying Events such as becoming a U.S. Citizen.   
 
Under the Changes in Household Exception, having a baby or adopting a child, is a qualifying 
event.  Once a child is born, both mother and child are provided access to the Marketplace.  
Becoming pregnant is not a qualifying event under the Federal Law.  However, in 2015 New 
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York State enacted an expansion of the exception to the enrollment period that provided access 
within the state program for pregnant women to receive coverage.   
 

DECEMBER 23, 2015  Albany, NY 
 
Governor Cuomo Signs Legislation to Make New York the First State in the Nation 
to Allow Pregnant Women to Enroll in the State Health Insurance Exchange at Any 
Time 
 
 
Governor Cuomo announced the signing of legislation to expand health insurance access 
to pregnant New Yorkers.  
 
The measure would permit pregnant women to enroll in the state health insurance 
exchange at any time during their pregnancy – making New York the first state in the 
nation to make pregnancy a “qualifying life event” in order to obtain health insurance 
benefits at any time through the health exchange. 
 
“This legislation will help expectant mothers get access to essential pre-natal care and 
help build a stronger and healthier New York,” Governor Cuomo said.  “I thank the bill 
sponsors for their hard work on this critically important issue that will have a significant 
impact on future generations of New Yorkers.”  
 
Previously, pregnancy was not included on the list of qualifying life events.  Such life 
events include a change in residence, birth or adoption of a child, and marriage, divorce, 
or death of a spouse.  As such, enrollment through the exchange is only available during 
the open enrollment period (October through December). 
 
The bill (S. 5972/A. 6780B) will make pregnancy a “qualifying life event,” allowing 
enrollment in an insurance plan at any time during the pregnancy through the state’s 
health insurance exchange, New York State of Health.  
 
Insurance coverage for the woman would be effective as of the first of the month in 
which the woman is certified as pregnant.  
 
Senator Liz Krueger said, “Every woman should have access to adequate healthcare 
during pregnancy, and that’s why I pushed hard for this common-sense legislation.  I 
thank the Governor for his signature, and congratulate Senators Seward and Hannon, 
Assembly Member Simotas, Comptroller Stringer, and groups around the state including 
March of Dimes and the American Congress of Obstetricians and Gynecologists for 
making New York the first in the nation to recognize that when a woman becomes 
pregnant, we should make sure she can get insurance immediately.  This law means 
healthier mothers, stronger babies, and added security for New York's hard-working 
families." 
 
Assemblymember Aravella Simotas said, “I applaud Governor Cuomo for making New 
York the first state in the nation to guarantee prenatal care for all women, regardless of 
income.  As a mother, I know firsthand how important prenatal care is and this historic 
legislation ensures that women and children’s health is not placed at the mercy of an 
arbitrary date on the calendar.”  
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Kelli Owens, Vice President of External Affairs, Family Planning Advocates of NY 
said, “Today, the State of New York took a step as a national leader to recognize the 
importance of ensuring health coverage during pregnancy.  This new law will ensure that 
vital pre-natal care and other health needs can be met during pregnancy which will lead 
to better maternal and infant health, which is smart public policy.  Family Planning 
Advocates of New York is proud to have been part of the effort to get this important 
legislation into New York State Law.”  
 
https://www.governor.ny.gov/news/governor-cuomo-signs-legislation-make-new-york-
first-state-nation-allow-pregnant-women-enroll  

 
 
 
Section 8  
Protect Women from Pregnancy Discrimination 
 
The New York “Protect Women from Pregnancy Discrimination” law of 2015 was one part of 
a Women’s Equality package of bills singed by Governor Andrew Cuomo.  Other measures in the 
package addressed pay equity, sexual harassment, family-status employment discrimination and 
domestic violence discrimination.  The Pregnancy Discrimination law requires employers to 
provide reasonable accommodations for pregnant employees for pregnancy-related medical 
conditions.  The Law amends the New York State Human Rights Law to define a “pregnancy-
related condition” as a disability. 
 

Protect Women from Pregnancy Discrimination: This bill (S. 8 / A. 4272) requires 
employers to provide reasonable accommodations for pregnant employees. Some 
pregnancies can result in medical conditions requiring certain accommodations within the 
workplace and current protections for pregnant women are confusing and have been 
misinterpreted. This new law clarifies that employers must perform a reasonable 
accommodation analysis for pregnant employees 

 
Section 9  
New York Paid Family Leave Act 2016 – effective 1/1/18 
 
New York will join a handful of states that have paid family leave with a new law effective 
January 1, 2018.  The New York Paid Family Leave Act establishes a four-year transition to 
paid family leave for a defined set of circumstances.  The benefit is an expansion of the Disability 
Benefit Law.  Premiums for the benefit are paid through employee payroll deductions and 
employers are not required to contribute.   
 

Insurance Coverage 
Paid Family Leave coverage will typically be added to an employer’s existing disability 
insurance policy. 
 
Employers may, but are not required to, deduct the premium cost for the Paid Family 
Leave insurance policy from employees through a payroll deduction. 
 
The maximum employee contribution in 2018 is 0.126% of an employee’s weekly wage 
capped at 0.126% of the annualized New York State Average Weekly Wage. 
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Employers should contact their current Disability Benefits insurance carrier to learn more 
about Paid Family Leave coverage, including when they should begin collecting payroll 
contributions for Paid Family Leave. 
 
Coverage restrictions for Disability Benefits for employees of non-profit or religious 
institutions also apply to Paid Family Leave. 
https://www.ny.gov/new-york-state-paid-family-leave/new-york-state-paid-family-leave-
employers  

 
 

New York  
(eff. Jan 1, 
2018) 
(paid) 

All private employers. 
Employees, full-time or 
part time, who have 
worked 26 or more 
consecutive weeks for a 
covered employer. Public 
employers have the 
choice to opt in. 

The maximum leave allowed 
over every 52 week period is 
increased over a period of 
four years. Starting Jan.1, 
2018, the maximum leave 
period is 8 weeks. From Jan. 
1, 2019- Jan. 1, 2020 the 
max. leave period is 10 
weeks, and becomes 12 
weeks starting Jan. 1, 2021. 
The maximum benefit 
amount is 50 percent of an 
employee's average weekly 
wage or 50 percent of the 
state average weekly wage 
starting in 2018. It increases 
annually to 55 percent in 
2019, 60 percent in 2020, and 
67 percent in 2022.  

Child, spouse, parent, 
parent-in-law, step-
parent, grandparent, 
grandchild, domestic 
partner, or a person with 
whom the employee has 
or had an in loco 
parentis  

http://www.ncsl.org/research/labor-and-employment/state-family-and-medical-leave-laws.aspx  
 
The presence of Law may not carry enough influence to prevent discrimination.  The Pregnancy 
Discrimination Act has been in force for nearly 40 years, yet violations continue to occur.  Many 
cases of discrimination are subtle and difficult to prove.  There are examples that we can point to 
of clear discrimination, even today, to illustrate its’ significance.   
 
In 2016, the Equal Employment Opportunity Commission (EEOC) ruled against an employer 
for rescinding a job offer after learning of an applicant’s pregnancy.   
 
The EEOC reports that between 2011 and 2014 they filed 44 lawsuits against employers for 
claims of pregnancy discrimination.  The fact patterns of the violations included: 
 

• refusing to hire, failure to promote, demoting, or firing pregnant workers after learning 
they are pregnant 

• discharging workers who take medical leave for pregnancy-related conditions such as 
miscarriage 

• failing to accommodate pregnancy-related work restrictions where similar 
accommodations are or would be provided to non-pregnant workers 

• refusing to allow lactating mothers to return to work 



 17

• retaliating against employees – or those close to pregnant employees – who complain 
about pregnancy discrimination. 

 
 
PRESS RELEASE 
7-25-16 

Brown & Brown Insurance Brokerage Firm Is Sued By EEOC in Pregnancy 
Discrimination Lawsuit 

Job Offer Rescinded After Company Learned of Applicant's Pregnancy, Federal 
Agency Charged 

MIAMI - A Daytona Beach-based insurance brokerage firm violated federal law by 
rescinding a job offer to a woman because of her pregnancy, the U.S. Equal 
Employment Opportunity Commission (EEOC) charged in a lawsuit it filed today. 

According to EEOC's suit, Brown & Brown, which owns and operates 180 offices 
across the United States, made a written employment offer to the applicant and also 
sent her an employment agreement for a "personal lines technical assistant" position at 
its Daytona Beach location. The company proposed start dates of either March 30 or 
April 6, 2015. Upon receipt of the offer letter, the applicant emailed the department 
leader, affirming her interest and seeking to ask a few questions regarding the offer. 
About two hours later, the applicant spoke with the department leader's assistant and 
inquired about maternity benefits because she was pregnant. The assistant immediately 
advised the department leader of the applicant's pregnancy and, minutes later, the 
applicant received an email rescinding the job offer because, according to Brown & 
Brown, it "had a very urgent need to have somebody in the position long term …We 
appreciate you telling us beforehand." 

Pregnancy discrimination violates Title VII of the Civil Rights Act of 1964, as 
amended by the Pregnancy Discrimination Act. EEOC filed suit in U.S. District Court 
for the Middle District of Florida, Tampa Division (EEOC v. w Brown & Brown of 
Florida, Inc., Case No. 6:16-cv-1326-ORL18-DAB) after first attempting to reach a 
pre-litigation settlement through its conciliation process. The agency seeks back pay 
and compensatory and punitive damages for the applicant. The suit also seeks 
injunctive relief to prevent and correct pregnancy discrimination, the posting of anti-
discrimination notices, and training of Brown & Brown's managers and employees 
about federal equal employment opportunity laws. 

"Pregnant women have the right to seek jobs and not be denied employment because 
they are pregnant," said Robert Weisberg, EEOC's Miami regional attorney. "The 
federal law which prohibits pregnancy discrimination against pregnant employees also 
applies to pregnant applicants. EEOC continues, with this suit, to seek vigorous 
enforcement of the laws that protect all women from this kind of intentional and 
harmful discrimination." 

Michael Farrell, director of the Miami District Office added, "Pregnant women have 
the right to seek employment free of discrimination and EEOC remains steadfast in its 
commitment to take legal action against employers who employ such tactics." 

EEOC is responsible for enforcing federal laws against employment discrimination. 
The Miami District Office's jurisdiction includes Florida, Puerto Rico and U.S. Virgin 
Islands. Further information is available at www.eeoc.gov. 
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Section 10  
New York State Paid Family Leave 
 
Beginning January 1, 2018, New York State requires most employers to provide Paid Family 
Leave for their employees.  Paid Family Leave is different from Disability leave and the two 
benefits cannot be taken simultaneously.  The New York program is being phased in over a 
number of years with benefits increasing incrementally.   
 

Paid Family Leave: Information for Employees 
Overview 
As of January 1, 2018, most employees who work in New York State for private 
employers are eligible to take Paid Family Leave. If you are a public employee, your 
employer may choose to offer Paid Family Leave. 
New York’s Paid Family Leave provides job-protected, paid time off so you can: 
• bond with a newly born, adopted or fostered child; 
• care for a close relative with a serious health condition; or 
• assist loved ones when a family member is deployed abroad on active military 

service. 
You can continue your health insurance while on leave and are guaranteed the same or a 

comparable job after your leave ends. If you contribute to the cost of your health 
insurance, you must continue to pay your portion of the premium cost while on Paid 
Family Leave. 

Click the topics in the left navigation for details on benefits, eligibility, how to 
apply and more. 

 
TOP QUESTIONS FROM EMPLOYEES 

• How long do I have to work to be eligible? 
o Full-time employees, who work a regular schedule of 20 or more hours per 

week, are eligible for Paid Family Leave after 26 consecutive weeks of employment. 
o Part-time employees, who work a regular schedule of less than 20 hours per 

week, are eligible after working 175 days, which do not need to be consecutive. 
• How do I apply? 

There are four basic steps for an employee to request Paid Family Leave: 
1. First, you must notify your employer at least 30 days before your leave will start, if it’s 

foreseeable. Otherwise, notify your employer as soon as possible. 
 
2. Next, obtain the request form package for the type of leave you need to take (from 
your employer, your employer’s insurance carrier or directly from this website) and 
complete the Request For Paid Family Leave (Form PFL-1), following the 
instructions on the cover sheet. Make a copy for your records, and submit it to your 
employer. 
 
3. The employer must fill out their section of the form and return it to you within 
three business days.  
 
4. You then submit Form PFL-1, the other request forms specific to the leave you are 
taking, and supporting documentation directly to your employer’s Paid Family Leave 
insurance carrier. You can submit your request before or within 30 days after the start 
of your leave.  
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The insurance carrier must pay or deny your request within 18 calendar days of 
receiving the completed request. Visit the How to Apply page for complete details 
and links to forms. 

• Can I take both temporary/short-term disability and Paid Family Leave? 
Yes, but not at the same time. You can take short-term disability and then Paid 
Family Leave, or Paid Family Leave and then short-term disability, if you qualify. 
For example, if a mother qualifies for short-term disability after giving birth, she can 
take short-term disability first and then Paid Family Leave. You cannot take more 
than 26 weeks of combined short-term disability and Paid Family Leave in a 52-week 
period. 

• If I am taking Paid Family Leave, when will I be paid?  
The insurance carrier has 18 days after receipt of a completed request for Paid Family 
Leave to pay or deny the claim, and after the initial payment, will pay benefits bi-
weekly. 

• Where do I send my completed request forms and documentation? 
Your completed request should be sent to your employer’s Paid Family Leave 
insurance carrier at the address provided in the PFL-1 Form Part B, Question 13 (the 
section your employer completed), or directly to your employer if they are self-
insured. If the information is not on the form: 

o ask your employer for the carrier’s address, or 
o contact the Paid Family Leave Helpline at 844-337-6303 for assistance. 
For more frequently asked questions and answers, visit the FAQ page of this website. 
https://www.ny.gov/new-york-state-paid-family-leave/paid-family-leave-information-

employees  
 
 
Section 11  
Juvenile Life or 529 plan? 
 
After the birth of a child and securing health care insurance is secured there is little to consider, 
from an insurance standpoint, until they reach their mid-teens and start to drive a car.  The one 
exception may be a juvenile (Child’s) life insurance policy.   
 
A juvenile life policy may be either term or permanent life insurance.  A term life policy 
provides a benefit only upon the insured’s death, which must occur within the “term” of the 
policy, usually 10, 15, or 20 years.  A permanent life policy can take several forms and will 
continue to cover the insured throughout their life, often offering savings and tax advantages on 
benefits paid. 
 
Juvenile Life insurance insures the life of a child.  Endowment life policies insured the life of 
an adult, usually a parent, for the express benefit of a child.  Endowment life policies are intended 
to secure savings to be available at a time specific, or provide a death benefit.  Like juvenile life, 
endowment life is not viewed as the best vehicle for accumulating savings for a child’s college 
education, marriage or financial security.   
 
Insuring the life of a child is less popular today than in the early 20th Century, largely due to the 
extremely low child mortality in the United States.  Permanent life insurance is considerably 
more expensive than term life.  Life insurance should never be considered an investment plan.   
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There are asset-planning vehicles for children that create more wealth than a permanent Juvenile 
Life insurance plan, such as a 529 college savings plan.  Funds invested in 529 plans are taxed 
before investment and withdrawals from a 529 plan are tax free, when used to pay for qualified 
education expenses including college.  Funds withdrawn for other purposes, however, may be 
subject to income tax plus a 10% penalty. 
 

 
 

Wondering how a 529 plan can help you save for your child's future? First, you'll need 
to know some basics. 
 
What is a 529 college savings plan? 

It's a type of investment account you can use for higher-education savings. 529 
plans are usually sponsored by states. 

Where does the name come from? 
It comes from Section 529 of the Internal Revenue Code, which specifies the 
plan's tax advantages. 

What makes these savings vehicles so powerful? 
Tax savings. Your earnings grow federally tax-deferred, qualified withdrawals 
are tax-free,* and some states (like New York) have other tax benefits as well.** 

https://www.nysaves.org/home/why-ny-529-direct-plan/tax-benefits.html  
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Chapter 1 Review  
Section 12  
 

Nearly half of Americans are covered by employer based health plans  
 
Only 7% of Americans were covered under the network of health exchanges implemented by 
the Affordable Care Act in 2015 

 
Federal Legislation created Medicaid in 1965.   
 
Medicaid is an assistance program that serves low-income people regardless of age. 
 
Newborns’ and Mothers’ Health Protection Act of 1996 is Federal Law that ensures that 
women and their babies have a minimal amount of hospital care following delivery.  Women 
are guaranteed 48 hours of hospital stay following child birth and 96 hours following birth by 
Caesarian Section.   
 
In 1997, the Children’s Health Insurance Program (CHIP) was passed by Congress  
 
CHIP was modeled after New York State’s program to ensure healthcare insurance for low 
income children, developed in 1990 
 
To protect women against discrimination, the United States enacted the Pregnancy 
Discrimination Act of 1978. 
 
New York State acted to ensure a disability benefit for pregnancy in 1977 with changes to the 
Article 9 of the Workers Compensation Law, which governs Disability Benefits.   
 
In New York State, uninsured women who become pregnant can now enroll into a plan under 
the NY State of Health program, which is the marketplace for individuals and families created 
under the Affordable Care Act (ACA).   
 
Statutory Disability Benefits for women are set at 6 weeks for pregnancy and childbirth, 8 
weeks following C-Section birth.  
 
NY State of Health is the marketplace for individuals and families created under the 
Affordable Care Act (ACA) 
 
Under the Changes in Household Exception, having a baby or adopting a child, is a qualifying 
event to enter the Healthcare Marketplace outside the enrolment period. 
 
Juvenile Life insurance insures the life of a child.   
 
Endowment life policies insure the life of an adult, usually a parent, for the express benefit of 
a child.   
 
Funds invested in 529 plans are taxed before investment and withdrawals from a 529 plan are 
tax free, when used to pay for qualified education expenses including college.  Funds 
withdrawn for other purposes, however, may be subject to income tax plus a 10% penalty. 
 
Beginning January 1, 2018, New York State requires most employers to provide Paid Family 
Leave for their employees.  Paid Family Leave is different from Disability leave and the two 
benefits cannot be taken simultaneously.  
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Chapter 2:  
 
Section 13  
First Car 
 
It is as American as apple pie for young adults to start to drive as soon as the law allows.  In most 
of New York State, that age is at 16.  The exception is within the 5 boroughs of New York City 
where restrictions apply to permitted drivers and those under age 18.   
 
When a young driver moves from an operators permit to a license, they will likely need to 
be added to their household auto insurance policy, or obtain their own vehicle and auto 
insurance.  Adding a young driver to a parents’ insurance policy is a costly prospect, yet typically 
less expensive than for the young driver to go onto their own policy. 
 
Insurancequotes.com commissioned studies on the cost of adding young drivers to a parents car 
insurance policy.  The 2015 report, written by Quadrant Information Services studied the effect of 
adding a driver between the ages of 16 and 19 to a family's existing car insurance policy.  The 
report “found that adding a teen can sometimes double an annual premium – depending on 
the state you call home.”  In New York State, the report found premiums increased by 53% on 
average when a teen was added to their parent’s policy. 
 
Primary factors for increased costs are the experience level of young drivers and seasonal weather 
conditions, which are responsible for significant numbers of teen accidents. 
 
Within New York State, auto insurance premiums for young drivers vary widely.  Rates in New 
York City and its suburbs are often more than double those for upstate rating territories. 
 
New York has a minimum “compulsory insurance” requirement for liability of 
$25,000/$50,000/$10,000.  Those numbers represent the minimum amount of insurance required 
to cover those individuals and their property which you cause and are responsible to pay for.  
Specifically this is $25,000 per person, $50,000 per accident and $10,000 for personal 
property. 
 
Consumer Frequently Asked Questions http://www.dfs.ny.gov/consumer/faqs/faqs_auto.htm 

Consumer FAQs index | Automobile Insurance Resource Center 

Auto Insurance 

How much insurance must I carry? 

Answer: New York State law requires that motorists carry a minimum amount of 
liability insurance of $25,000 for bodily injury to one person, $50,000 for bodily injury to 
all persons, and $10,000 for property damage in any one accident. Mandatory "no-fault" 
coverage of $50,000 is also required. Many motorists carry higher liability limits and 
additional personal injury protection beyond these minimum benefits required by law. 
The law also requires all auto insurance policies to provide uninsured motorists coverage 
(for bodily injury), subject to the same minimums. In addition, SUM (Supplementary 
Uninsured/Underinsured Motorists) coverage can also be purchased, in amounts up to the 
bodily injury liability limits of an insured's own policy. An insurer must offer SUM limits 
of $250,000 per person per accident and $500,000 per accident ($250,000/$500,000) if a 
person has bodily injury liability limits of that amount or higher. Insurers may offer 
higher SUM limits if they wish. 
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Section 14  

Safety Programs, Drivers Education and Discounts 

With the significant cost of insuring young drivers, certain measures help to reduce premiums.  
New York State Insurance Law requires auto insurers to provide a discount to those who 
complete an approved Defensive Driver Course.  The discount of 10% is applied to the liability 
portion of an insurance policy.  Carriers may also offer discounts to students who complete an 
approved Driver Education Course through their school, however, those insurance discounts are 
not required by law.  The completion of a defensive driver course will provide discounts for 3 
years.   

 Department of Financial Services  

The Office of General Counsel issued the following informal opinion on December 6, 
2002, representing the position of the New York State Insurance Department. 

Re: Insurance Reductions for the Completion of High School Driver Education 
Courses. 

Question Presented: 

Does the New York Insurance Law address the time limit for the presentation of 
certificates of completion of high school driver education courses? 

Conclusion: 

No. The New York Insurance Law does not address the time limit for the presentation of 
certificates of completion of high school driver education courses. 

Facts: 

The New York State Department of Motor Vehicles (DMV) requires applicants to 
complete an approved pre-licensing safe education course and to pass a 25-question 
multiple choice test, prior to making a road test appointment. This requirement is 
automatically fulfilled as part of every high school or college driver education course. 
The responsibility for the Student Driver Education Program is shared by the DMV and 
the New York State Education Department (SED). This program is given in secondary 
schools, Board of Cooperative Educational Services (BOCES) and colleges. It is not a 
defensive driving course. 

The inquirer states that some former driver education students make a "sport" out of 
going into the schools where they took the driver education course and requesting 
duplicate "insurance letters". Sometimes they must be denied, if the information has been 
destroyed (usually after 2 or 3 years). The inquirer states that nothing in the DMV 
regulations or the Vehicle and Traffic Law that she found mentions a time frame for 
using the "Insurance Letter". However, often a school will call the DMV to determine 
when the individual took the course, as the DMV collects that information too. Although 
the letter is an SED responsibility, SED states that it has no law or statute regarding this 
either. The inquirer would like to know whether the New York Insurance Law addresses 
this issue. 



 24

Analysis: 

Although many insurance companies provide premium reductions to youthful operators 
for the completion of their high school driver education courses, these premium 
reductions are not mandated by the New York Insurance Law. 1 Consequently, the New 
York Insurance Law does not address the time limit for the presentation of certificates of 
completion of high school driver education courses. If an insurance company provides 
these insurance premium reductions to youthful operators for the completion of high 
school driver education courses, the procedures for such reductions would be included in 
each insurer’s internal guidelines. 

For further information you may contact Senior Attorney Pascale Joasil at the New York 
City Office. 

 
1 See Circular Letter 1999-12 entitled "Driver Education Course Certificates Insurance 
Reductions." 

 
Section 15  
Department of Motor Vehicles - Registrations 
 
When young drivers want to register a hand-me-down family car into their own name and on their 
own insurance policy, there are specific steps that must be followed to meet New York insurance 
and Department of Motor Vehicles (DMV) regulations.  A transfer of any vehicle registration 
between family members, requires the same paperwork as between strangers.   
 
The first step is the surrender of license plates to the NYDMV by the seller.  When plates are 
returned, the NYDMV will issue an FS-6T receipt.  The FS-6T must be provided to the sellers 
insurance carrier to cancel the insurance on that vehicle.  The sale of a vehicle, and any bill of 
sale or other receipt is insufficient to cancel auto insurance.  Failure to continue to pay insurance 
on the vehicle without providing the insurance carrier with the FS-6T will result in fines against 
the original owner and may prevent the new owner from registering the vehicle.   
 
The plate surrender rule was strengthened  with the passage of the Insurance Information and 
Enforcement System (IIES) implemented in June 2000.  The IIES program requires auto 
insurance carriers in New York State to report the addition and deletion of insurance coverage on 
vehicle electronically to ensure compliance with compulsory insurance coverage laws.  As a 
result of this law, auto insurance carriers will not cancel an insurance policy without proof 
that the vehicle registration and plates are surrendered, in the form of the FS-6T recipt. 
 

Chapter 678 of the Laws of 1997 as amended by Chapter 509 of the Laws of 1998 
provided new directions for enforcing compulsory insurance laws in New York State. 
The Insurance Information & Enforcement System (IIES) is NYS DMV’s comprehensive 
program that implements provisions of the New York State Vehicle & Traffic Law.  
 
IIES goals include:  
 

• Increasing compliance with NYS compulsory insurance laws thereby reducing 
the uninsured motorist population  

• Enhancing both the effectiveness and efficiency of NYS DMV’s insurance 
programs  
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• Eliminating Insurance ID Card fraud  
• Enabling a more timely exchange of information  
• Creating and maintaining an up-to-date database of insurance information  
• Facilitating on-road enforcement  
• Reducing/minimizing NYS DMV contacts with insured registrants  
• Enhancing data compatibility between insurers and NYS DMV  
• Automating insurance verification processes  
• Virtually eliminating paper communications between insurers and NYS DMV 

 
In addition to the surrender requirements, the IIES program created a higher standard of 
verification of insurance when individuals register a vehicle.  The IIES  Law requires, since 
June 2006, that vehicle insurance id cards contain an encrypted bar code to reduce the number 
of registrations issued with fraudulent proof of insurance.   
 

 
 
 
Proof of insurance is required at the time you register a vehicle.  The IIES compliant ID card is 
designed to be read, even after being faxed.  New York requires a paper ID card and does not 
allow digital proof, such as an image on a cell phone.   
 
Failure to maintain insurance will result in fines issued from the NYDMV.  If your insurance 
coverage lapse is 90 days or less, you may have the choice to pay a civil penalty instead of 
turning in your license plates to the DMV.  This civil penalty option is not available if your 
insurance lapse was for more than 90 days or if you have used the civil penalty option for a 
registration suspension within the previous 36 months. 
 

Insurance Lapse in Days Civil Penalty 
1-30 days  $8 per day 
31-60 days $10 per day 
61-90 days  $12 per day 
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Section 16  
New Drivers 
 
Driver history also has a significant impact on insurance premiums.  Young drivers have a 
higher frequency of accidents in New York and across the Country.  New driver accident 
frequency is largely attributable to lack of experience behind the wheel of an automobile.   
 

• Youths 15 to 20 years old represented 9 percent of the U.S. population in 2007 and 6 
percent of the licensed drivers; however, 19 percent of the fatalities in the United States 
in 2007 were related to young-driver crashes. 

• Approximately two-thirds of the people killed in fatal young-driver crashes are the young 
drivers themselves or the passengers (of all ages) of the young drivers.  

• Of the passengers killed riding in vehicles with young drivers, 67 percent are in the same 
15-to-20-year-old age group as the drivers.  

• Fifty-six percent of the fatal crashes and 57 percent of the fatalities involving young 
drivers occur on rural roadways. 

 

                           
 
While gaining experience, young drivers often have accidents and accumulate tickets for various 
violations.  In addition to increased costs of insurance and court fines for infractions, fees are 
charged in New York by the Department of Motor Vehicles for accumulation of 6 or more 
points in an 18 month time period.  The “Driver Responsibility Assessment” is $100 per year 
when a driver has more than 6 points and $25 for each additional point.  The Driver 
Responsibility Assessment is applied for a three-year period.  Drivers who accumulate 11 or more 
points will be required to attend a DMV hearing that may result in their driver’s license 
suspension or revocation.   
 

How much do I have to pay? 
The amount depends on the type of violation or the total number of points on your 
driving record. 

• If you are convicted of an alcohol or drugged driving-related offense or if you 
refuse to take a chemical test, the annual assessment is $250. The minimum 
amount that you must pay each year is the annual assessment. The total 
assessment for the three years is $750. 

• If you receive 6 points on your driver record for violations committed during a 
period of 18 months, the annual assessment is $100. The minimum amount that 
you must pay each year is the annual assessment. The total assessment for the 
three years is $300. If you receive more than 6 points on your driver record 
during a period of 18 months, the annual assessment is $25 for each point in 
addition to the original six points. The minimum amount that you must pay 
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each year is the annual assessment. The total assessment for the three years is 
$75 for each point in addition to the original 6 points. 

https://dmv.ny.gov/tickets/pay-driver-responsibility-assessment  
 
Insurance companies have their own point system and can increase premiums based on a drivers 
accumulation of points from state DMV.  The underwriting criteria of insurance carriers can also 
be cause for carriers to refuse to write, cancel or non-renew individual policies.   
 
 

License Violation Points 

VIOLATION POINTS 

Speeding (MPH over posted limit)  

1 to 10 3 

11 to 20 4 

21 to 30 6 

31 to 40 8 

Over 40 11 

Reckless driving 5 

Failed to stop for school bus 5 

Followed too closely (tailgating) 4 

Inadequate brakes (private car) 4 

Inadequate Brakes (employer's vehicle) 2 

Failed to yield right-of-way 3 

Disobeying traffic control signal, STOP sign or YIELD sign 3 

Railroad crossing violation 5 

Improper passing, changing lane unsafely 3 

Driving left of center, in wrong direction 3 

Leaving scene of property damage incident 3 

Child safety restraint violation 3 

Improper cell phone use 5 

Use of portable electronic device ("texting") 5 

Any other moving violation 2 

https://dmv.ny.gov/brochure/point-insurance-reduction-program   
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Section 17  
Chapter 2 Review 
 

When a young driver moves from an operators permit to a license, they will likely need 
to be added to their household auto insurance policy. 
 
In New York State, insurance  premiums increased by 53% on average when a teen was 
added to their parent’s policy. 
 
New York has a minimum “compulsory insurance” requirement for liability of 
$25,000/$50,000/$10,000.   
 
New York State Insurance Law requires auto insurers to provide a discount to those who 
complete an approved Defensive Driver Course.   
 
The New York Department of Motor Vehicles FS-6T (License Plate Surrender Receipt) 
must be provided to an insurance carrier to cancel the insurance on a vehicle. 
 
The IIES  Law requires, since June 2006, that vehicle insurance id cards contain an 
encrypted bar code to reduce the number of registrations issued with fraudulent proof of 
insurance 
 
Additional fees are charged in New York by the Department of Motor Vehicles for 
accumulation of 6 or more points in an 18 month time period. 
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Chapter 3  
 
Section 18  
College Insurance Coverages - Health coverage from family plan, or through the 
institution? 
 
The Affordable Care Act allows children to remain covered under a parents’ health 
insurance policy until they turn 26.  However, your health insurance may not provide the same 
level of coverage for a child attending college away from your home, whether in-state or out-of-
state.  Plans vary significantly.  Although many colleges have on-campus medical services, they 
generally provide limited services.  Most colleges require students to have a health insurance plan 
in place for significant health related matters.  If a parent’s health plan does not provide coverage 
for students away at school, or has no participating providers in the state where a student attends 
school, other options are available.  

 

In school? Student health plans & other options 
 
If your school offers a student health plan, it can be an easy and affordable way to get 
basic insurance coverage. 

• If you’re enrolled in a student health plan, in most cases it counts as qualifying 
health coverage. 

• This means you’re considered covered under the health care law, and won’t have 
to pay the penalty for not having insurance. Be sure to check with the plan to be 
sure. 

 
Enrolling in a Marketplace plan instead 
Even if you have access to a student health plan, you can apply for coverage (or stay 
covered) through the Health Insurance Marketplace instead. 
 
If you’re a dependent under 26 

• Living in the same state as your parents: You can be included on your parent’s 
application. Your parent can add you during Open Enrollment (or during a 
Special Enrollment Period, if they qualify). Losing a student health plan may 
qualify you for a Special Enrollment Period. This way they can add you to their 
plan outside Open Enrollment. (Voluntarily dropping a student plan doesn’t 
qualify you for a Special Enrollment Period.) 

• Living in a different state from your parents: You have two options:  
o Apply for coverage with your parent or stay on their plan. Before 

you enroll or decide to stay on a parent’s plan, be sure to read the plan’s 
coverage documents and review the provider network carefully so you 
know how the plan covers care delivered in the state you go to school. 

o Apply yourself in the state you go to school. You may want to do this 
to enroll in a plan that better meets your needs in the state you go to 
school. When you fill out your application, note:  

 You’ll still be included in your parent’s tax household, even 
though you’re applying separately. They’ll fill out or update their 
application and state that you don’t need health coverage. Your 
income will still be counted because Marketplace savings are 
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based on expected income for all tax household members, not 
just the ones who need insurance. 

 You’ll do the same: When you fill out your own separate 
application, state that your parents and the other members of 
their tax household don’t need health coverage. But you’ll 
include their income on your application. 

 The cost of both your plan and your parent’s plan may be 
reduced with a premium tax credit and extra savings based on 
the whole household’s income, not just yours. 

 When you move to or from the place you live and go to school, 
you may be eligible for a Special Enrollment Period allowing 
you to enroll outside the yearly Open Enrollment Period. 

 
If you’re a dependent 26 or over 

• You have the same options as above. But if you apply with your parents, you 
may be required to choose a separate plan because you’re are 26 or older. 

 
If no one claims you as a dependent 

• And you live separately from your parents (whether in the same state or a 
different one): You should fill out your own separate application. Your savings 
will be based only on your income, not your parents’. 

• And you live with your parents: You should apply on your own separate 
application. But if you’re under 21, you may need to provide information about 
your parents and their income to complete the application. 

 
TIP: Filling out your Marketplace application when you have a student health plan 
When asked if you have health coverage, answer “No.” Choose “No” even if you have 
student health coverage and plan to drop it when you enroll in a Marketplace plan. 
Learn more about why it’s worth having insurance and see your options and next steps. 
Get covered — or pay a fee 

• Students who don’t have health insurance may have to pay a fee. There’s 
no special student exception to the requirement to have health insurance. 

• Under the health care law, you must have qualifying health coverage or 
pay a penalty on your next federal tax return. 

• The penalty is 2.5% of household income or $695 per adult (half of that 
per child), whichever is higher. Learn more about the fee for not being covered.  

 
https://www.healthcare.gov/young-adults/college-students/  

 
 
Section 19  
Renter’s coverage or extension of homeowner’s coverage 
 
Children attending college and living in a dorm will likely be covered under their parent’s 
homeowners insurance policy for liability and limited personal property.  The personal 
property limit for property away from the residence is 10% of the total property coverage limit as 
outlined in the Declarations Page of the policy.  Using the ISO Homeowners 3 Special Form as 
a reference, which is the most widely used homeowners insurance policy form, there are a few 
important sections to consider.  The Declarations section identifies of who is an “insured”, and 
the second is the description of “Personal Property” in Section 1, Property Coverages, Subsection 
C, Personal Property. 
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(Partial Excerpt) 

HOMEOWNERS 3 – SPECIAL FORM 
 

DEFINITIONS 
 

A. In this policy, “you” and “your” refer to the “named insured” shown 
in the Declarations and the spouse if a resident of the same 
household.  “We”, “us” and “our” refer to the Company providing 
this insurance. 

 
B. In addition, certain words and phrases are defined as follows: 

5. “Insured” means: 
a. You and residents of your household who are: 

(1) Your relatives; or 
(2) Other persons under the age of 21 and in the care of 
any person named above. 

b.  A student enrolled in school full time, as defined by the 
school, who was a resident of your household before 
moving out to attend school, provided the student is 
under the age of: 

a. 24 and your relative; or  
b. 21 and in your care or the care of person 

described in a.(1) above; or… 
 
Section 1, “Property Coverages,” provides language describing what is and what is not covered 
and subsection C relates specifically to Personal Property.  Section 1, “Perils Insured Against,” 
subsection B – Personal Property, should also be referenced to understand how and when the 
policy coverage applies.  With a clear understanding of “who” is an insured and how that applies 
to children away at school, property coverage explains “what” is covered and how limitations 
apply.  
 
 SECTION 1 – PROPERTY COVERAGES 

C. Coverage C – Personal Property 
1.  Covered Property 

We cover personal property owned or used by an “insured” while it is 
anywhere in the world.  After a loss and at your request, we will cover 
personal property owned by: 
a. Others while the property is on the part of the “residence premises” 

occupied by an “insured”; or 
b. A guest or a “residence employee”, while the property is in any residence 

occupied by an “insured”. 
2.  Limit for Property At Other Residences 

Our limit of liability for personal property usually located at an 
“insured’s” residence, other than the “residence premises”, is 10% of the 
limit of liability for Coverage C, or $1,000, whichever is greater.  
However, this limitation does not apply to personal property: 

a. Moved from the “residence premises” because it is being repaired, 
renovated or rebuilt and is not fit to live in or store property in; or 

b. In a newly acquired principal residence for 30 days from the time you 
begin to move the property there. 
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SECTION 1 – PERILS INSURED AGAINST 

B. Coverage C – Personal Property 
We insure for direct physical loss to the property described in Coverage C caused 
by any of the following perils unless the loss is excluded in Section 1 – 
Exclusions. 
1. Fire Or Lightning 
2. Windstorm Or Hail 

This peril includes loss to watercraft of all types and their trailers, 
furnishings, equipment, and outboard engines or motors, only while 
inside a fully enclosed building. 
This peril does not include loss to the property contained in a building 
caused by rain, snow, sleet, sand or dust unless the direct force of wind 
or hail damages the building causing an opening in a roof or wall and the 
rain, snow, sleet, sand or dust enters through this opening. 

3. Explosion 
4. Riot Or Civil Commotion 
5. Aircraft 

This peril includes self-propelled missiles and spacecraft. 
6. Vehicles 
7. Smoke  

This peril means sudden and accidental damage from smoke, including 
the emission or puffback of smoke, soot, fumes or vapors from a boiler, 
furnace or related equipment. 
This peril does not include loss caused by smoke from agricultural 
smudging or industrial operations. 

8. Vandalism Or Malicious Mischief 
9. Theft 

a. This peril includes attempted theft and loss of property from a known 
place when it is likely that the property has been stolen. 

b. This peril does not include loss by theft: 
(1)  Committed by an “insured”; 
(2)  In or to a dwelling under construction, or materials and supplies 

for use in the construction until the dwelling is finished and 
occupied;  

(3)  From that part of a “residence premises” rented by an “insured” 
to someone other than another “insured”; or   

(4)  That occurs off the “residence premises” or;  
(a)  Trailers, semitrailers and campers;  
(b)  Watercraft of all types, and their furnishings, equipment and 

outboard engines or motors; or  
(c)  Property while at any other residence owned by, rented to, or 

occupied by an “insured”, except while an “insured” is 
temporarily living there.  Property of an “insured” who is a 
student is covered while at the residence the student occupoies 
to attend school as long as the student has been there at any 
time during the 60 days immediately before the loss. 

10.  Falling Objects  
11.  Weight of Ice, Snow Or Sleet 
12. Accidental Discharge Or Overflow Of Water Or Steam… 
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13. Sudden And Accidental Tearing Apart, Cracking, Burning Or 
Bulging… 

14. Freezing… 
15. Sudden And Accidental Damage From Artificially Generated 

Electrical Current… 
16. Volcanic Eruption… 

 
 
If your child lives away from home and off campus, the HO4 renters insurance policy may be 
needed to ensure they are covered for loss of their personal property and personal liability.  The 
HO4 provides personal property and liability coverage to a set limit as well as Medical 
Payments to others, but do not provide coverage for buildings.   Minimum coverage is 
generally $10,000 for personal property, $100,000 for liability and $5,000 for medical payments.   
 
Section 20  
First Professional Job 
 
The newest batch of college graduates and new adults entering their first professional job 
represent the oldest members of Generation Z.  While their economic influence is still 
developing, it is not too early to study their motivations and buying patterns to develop ways to 
reach these new insurance clients. 
 
Generation Z is a marketing label that is being attached to those born roughly from 1997 on.  
Generation Z is just beginning to reach the workforce and is distinct from the older Millennial 
generation who were born between 1981 and 1997.  Those in Generation Z are the mostly the 
children of Generation X, born between 1965 and 1980, and the grandchildren of Baby Boom 
generation of 1945 to 1964.  The Silent Generation were born between 1928 and 1956 with the 
Greatest Generation born before 1928. 
 
Generation Z (Gen Z) were very young or born after September 11, 2001 and were not culturally 
impacted by that tremendous event.  Gen Z was impacted by the Great Recession which started in 
2008.  They also have grown up with smart phone technology, broadband internet and wi-fi, 
hand-held gaming consoles and an abundance of computer access from desktops and laptops to 
tablets and smart phones.  Gen Z make up about 25% of the population and will be entering the 
workforce over the next decade.   
 
Working with Gen Z will require an approach that differs from older generations.  Technology 
alone is not an answer to capturing these new clients.  Studies, including the Randsat/Future 
Workplace report “Gen Z and Millennials Collide At Work” provide various insights to the 
mindset of our young adults.   
 

According to the study, communication and collaboration with co-workers is not only a 
key driver to Millennial and Gen Z satisfaction on the job, but also a factor in their 
abilities to do their best work. When asked to identify their most effective way to 
communicate with co-workers,  in-person communication took the top spot (39%), 
followed by email (16%). https://workplacetrends.com/gen-z-millennials-collide-at-work/  

 
These studies into the personalities of young adults do not necessarily indicate that current 
products offered to Gen Z are inappropriate, but rather the approach to communicating with Gen 
Z members about their individual needs for coverage may need to be relayed in terms and 
methods that are not currently in place with most agencies and carriers.  Placing value on the 
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location of an office and access to staff for face to face meetings to review needs and policy 
coverages may be an important key to creating new and lasting relationships.  Providing easy 
access to policy information, payment portals and claim reporting across multiple formats is the 
standard they demand.  Gen Z members are more accustomed to graphical representations than 
predecessor Millennials who were the first to live with texting.   In a way, they speak a very 
different language from Generation X, their parents. 
 
The insuring needs of Gen Z remain much the same as young adults of past generations.  
However, coverage limits today should be considered carefully for property casualty products, 
while it may be acceptable for “invincibles” to take greater risk with deductibles and tier levels 
for health coverage. 
 
Section 21  
Property Coverage 
 
On the Property side, let us first consider the renters insurance policy.  The general public, 
especially young individuals, may have significant misconceptions about the need for a renter’s 
insurance policy.  Renters insurance is fairly inexpensive with basic policies costing less than 
$200 available from many insurance companies.  
 
The first and most significant misconception is that the property owner/landlord has 
insurance that will provide coverage to tenants.  In fact, there is no coverage under property 
owner/landlord insurance policies fore their tenants.  Tenants are responsible for their own 
insurance coverage. 
 
A second misconception is that a roommate’s insurance policy will extend coverage 
following a loss.  This is also false.  The Definitions clearly identify who is an insured. 
 

HOMEOWNERS 4 
CONTENTS BROAD FORM 

AGREEMENT 
We will provide the insurance described in this policy in return for the premium and 
compliance with all applicable provisions of this policy. 

DEFINITIONS 
A. In this policy, "you" and "your" refer to the "named insured" shown in the 

Declarations and the spouse if a resident of the same household.  "We," "us" and 
"our" refer to the Company providing this insurance. 

 
A third misconception is that the total of possessions has little value and is not worth insuring.  
The reality is that even recent college graduates have more invested than they may understand.  
The replacement of personal property goes beyond computers, television and cell phones.  Beds, 
dressers and other furniture, even when handed down from parents or friends have value.  When 
bedding, small appliances, dishes and assorted small items are added together, the total value of 
personal belongings increases significantly.  Perhaps the highest and most undervalued items are 
clothing, from business suits to old sweatshirts, socks and underwear.  When a renter suffers a 
total loss, as may occur in a fire, insurance will help restore their lives quickly. 
After suffering a loss, an insured should consider their “deductible” and the value of their loss, 
before filing an insurance claim.  The deductible is the amount the policyholder will pay out of 
pocket, after filing a claim, before the insurance carrier will contribute to the loss settlement.  For 
most renters the deductible will be between $500 and $1,000.   
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Before filing a claim, and while considering whether to file a claim, the value of the loss and the 
deductible are important.  For example, the loss of a laptop computer to theft may, or may not, be 
reason to file a claim.  If the value of the laptop is $650 and the deductible is $500, it may be 
advisable to not file a claim.  If, however, the laptop is a high end machine used for gaming or 
graphics design, with a value of $2,000, filing a claim may be advisable.   
 

Deductible  
Unless otherwise noted in this policy, the following deductible provision applies: 
 
Subject to the policy limits that apply, we will pay only that part of the total of all loss 
payable under SECTION I - PROPERTY COVERAGES that exceeds the deductible 
amount shown in the Declarations. 

 
After filing an insurance claim, insured’s may be surprised to learn what is and what is not 
covered.  A burglary and resulting theft are covered, along with loss to robbery, and larceny.   
 

SECTION 1 – PROPERTY COVERAGES 
 

SECTION I – PROPERTY COVERAGES 
A. COVERAGE C – Personal Property  

1.   Covered Property  
We cover personal property owned or used by an "insured" while it is anywhere 
in the world.  Before a loss and at your request, we will cover personal property 
owned by: 

a. Others while the property is on the part of the "residence premises" 
occupied by an "insured";  
b. A guest or a "residence employee," while the property is in any 
residence occupied by an "insured."  

 
There are 16 Perils that are covered in an HO-4 policy, as in the standard homeowners policy, 
HO-3.   
 

1. Fire Or Lightning 
2. Windstorm Or Hail 

This peril does not include loss to the property contained in a building caused by rain, 
snow, sleet, sand or dust unless the direct force of wind or hail damages the building 
causing an opening in a roof or wall and the rain, snow, sleet, sand or dust enters through 
the opening. 
This peril includes loss to watercraft and their trailers, furnishings, equipment, and 
outboard engines or motors, only while inside a fully enclosed building.   

3. Explosion 
4. Riot or Civil commotion 
5. Aircraft 

This peril includes self-propelled missiles and spacecraft 
6. Vehicles 
7. Smoke 

This peril means sudden and accidental damage from smoke, including the emission or 
puff-back of smoke, soot, fumes, or vapors from a boiler, furnace or related equipment. 
This peril does not include loss caused by smoke from agricultural smudging or industrial 
operations. 

8. Vandalism Or Malicious Mischief 
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This peril does not include loss to property on the “residence premises”, and any ensuing 
loss caused by any intentional and wrongful act committed in the course of the vandalism 
or malicious mischief, if the dwelling has been vacant for more than 30 consecutive days 
immediately before the loss.  A dwelling being constructed is not considered vacant. 

9. Theft 
a. This peril includes attempted theft and loss of property from a known place when 

it is likely that the property has been stolen.  
b. This peril does not include loss caused by theft: 

1) Committed by and “insured”; 
2) In or to a dwelling under construction, or of materials and supplies for 

use in the construction until the dwelling is finished and occupied; 
3) From that part of a “residence premises” rented by an “insured” to 

other than and “insured”; or 
4) That occurs off the “residence premises” of: 

a) Trailers, semi-trailers and campers; 
b) Watercraft of all types, and their furnishings, equipment and 

outboard engines or motors: or 
c) Property while at any other residence owned by, rented to, or 

occupied by an “insured:, except while an “insured” is 
temporarily living there.  Property of an “insured” who is a 
student is covered while at the residence the student occupies to 
attend school as long as the student has been there at any time 
during the 60 days immediately before the loss. 

10. Falling Objects 
This peril does not include loss to property contained in a building unless the roof or 
an outside wall of the building is first damaged by a falling object.  Damage to the 
falling object itself is not included 

11. Weight of Ice, Snow Or Sleet 
This peril means weight of ice, snow or sleet which causes damage to property 
contained in a building. 

12. Accidental Discharge Or Overflow Of Water Or Steam 
a. This peril means accidental discharge or overflow of water or steam from within 

a plumbing, heating, air conditioning or automatic fire protective sprinkler 
system or from within a household appliance. 

b. This peril does not include loss: 
1) To the system or appliance from which the water or steam escapes; 
2) Caused by or resulting from freezing except as provided in Peril 

Insurance Against 14. Freezing; 
3) On the “residence premises” caused by accidental discharge  or 

overflow which occurs off the “residence premises”; or 
4) Caused by mold, fungus or wet rot. 

c. In this peril, a plumbing system or household appliance does not include a sump, 
sump pump or related equipment or a roof drain, gutter, downspout or similar 
fixtures or equipment. 

d. SECTION I – EXCLUSINO 3. Water Damage, paragraphs a. and c. that apply to 
surface water and water below the surface of the ground do not apply to loss by 
water covered under this peril 12. 

13. Sudden and Accidental Tearing Apart, Cracking, Burning or Bulging 
This peril means sudden and accidental tearing apart, cracking, burning or bulging of 
a steam or hot water heating system, an air conditioning or automatic fire protective 
sprinkler system, or an appliance for heating water. 
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This peril does not include loss caused by or resulting from freezing except as 
provided in Peril Insured Against (14).  Freezing below: 

14. Freezing 
a. This peril means freezing of a plumbing, heating, air-conditioning or automatic 

fire protective sprinkler system or of a household appliance but only if you have 
used reasonable care to: 

1) Maintain heat in the building; or 
2) Shut off the water supply and drain all systems and appliances of 

water. 
However, if the building is protected by an automatic fire protective 
sprinkler system, you must use reasonable care to continue the water 
supply and maintain heat in the building for coverage to apply. 

b. In this peril, a plumbing system or household appliance does not include sump, 
sump pump or related equipment or related equipment or a roof drain, gutter, 
downspout or similar fixtures or equipment. 

15. Sudden And Accidental Damage From Artificially Generated Electrical Current 
This peril does not include loss to tubes, transistors, electronic components or 
circuitry that are a part of appliance, fixtures, computers, home entertainment units or 
other types of electronic apparatus. 

16. Volcanioc Eruption  
a. This peril does not include loss caused by earthquake, land shock waves or 

tremors. 
 
Section (22)  
Auto Limit Review 
 
Young adults often remain dependent on their family insurance policies until they are established 
in their career job.  Even though their salary may still be low, compared with those tenured in 
their field, understanding the costs and benefits of having insurance is important. 
 
Automobile insurance started as a liability for the owner and operator of motor vehicles.  Gilbert 
J. Loomis purchased the first auto liability policy from Travelers Insurance Company in 1897, 
with a limit of $1,000, to protect himself if his self-built one cylinder vehicle injured another 
person or their property. The liability, or responsibility to restore what was damaged to its 
condition prior to an accident, was transferred to the insurer up to the specific limit named in the 
policy.  Having a liability policy does not eliminate an individual’s responsibility; it merely 
transfers a portion to the insurer.  Liability beyond the policy limit will remain with the 
individual.  
 
Automobile insurance policies were expanded to include protection for the owner as well against 
the potential of another vehicle operator causing damage without also having liability coverage.  
Uninsured motorist coverage, more commonly referred to as Supplemental Uninsured / Under-
insured Motorist coverage (SUM), provides coverage from the state minimum requirement 
up to and equal to the amount of liability coverage purchased. However, the liability and 
SUM coverage limits do not need to match, according to New York Law. 
 
New York State automobile insurance policies also provide for coverage of personal injuries, 
suffered by occupants of a vehicle, up to $50,000.   The Mandatory Personal Injury Protection 
Section (PIP) of each New York auto insurance policy describes these coverages.  This coverage 
is a “first party benefit” and covers the policy owner, not individuals in another vehicle who 
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may be injured.  This policy feature does not consider who is at-fault for the accident and is 
commonly referred to as “No-Fault” coverage.   
 

1.  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 non-economic 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. 
All pedestrians injured by motor vehicles in New York 
State are also protected by No-Fault. 
 
Basic No-Fault auto insurance coverage includes: 

A reasonable and necessary accident related medical and rehabilitation expenses (in 
accordance with established fee schedules); 

B 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. 

C 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 

D 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 
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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. 

2. Liability Insurance-Bodily Injury & Property Damage 
This liability coverage protects you (and anyone driving your car with your permission), 
if a claim is made against you by another person (“third-party”), alleging that you were 
negligent or otherwise at fault. Thus this coverage will make payments on your behalf to 
that injured third-party, in the event your car is involved in an accident that results in 
serious injury or death to others or damage to their property. 
In addition, your insurance company must provide you with a legal defense against such 
claims, without reducing your policy's liability limits. 
The minimum limits of third-party bodily injury liability coverage mandated by New 
York's Vehicle and Traffic Law are:  

 $25,000 for bodily injury (not resulting in death), or $50,000 for any injury 
resulting in death, sustained by any one person in any one accident; 

 $50,000 for bodily injury (not resulting in death) sustained by two or more 
persons in any one accident, or $100,000 for any injuries resulting in death sustained by 
two or more persons in any one accident (subject to the above per person limits). 

  
Since the minimum limit of coverage required by law for property damage liability 
protection, for damage to another party’s car or property, is $10,000 per accident, these 
minimum liability limits in New York are sometimes together referred to as 
“$25,000/$50,000/$10,000” or “25/50/10”.  
 
If, however, your vehicle is used or operated in another state or Canadian province that 
requires higher liability limits than the above New York mandated limits or what is 
purchased, your policy will provide coverage for those limits required by such other 
jurisdiction. 
 
If you are injured in an auto accident, or your car is damaged, due to someone else’s 
negligence, you may be able to make a claim against that other person’s auto insurance 
policy for bodily injury and property damage liability. You must establish that the other 
party was at fault. You have a right to sue another party involved in the auto accident for 
pain and suffering, only if you sustained a “serious injury” as defined in the Insurance 
Law. You can also go to court against a third party for property damage and, when bodily 
injury has been sustained, for other economic loss not covered by, or exceeding the limits 
of, your No-Fault coverage.  
 
Suing another party would be your own personal action, and does not involve your 
insurance company under the provisions of your policy. If you decide to sue someone 
else, your insurer under your own policy is not required to provide or pay for a lawyer 
you might want or need to handle your claim against another party. 
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While your automobile liability insurance policy provides coverage for every passenger 
in your vehicle injured in an accident caused by the driver’s negligence, it will most 
likely not provide any liability coverage when the injured passenger is your spouse unless 
you purchase Supplemental Spousal Liability Insurance, which is discussed under 
"Optional Auto Insurance". However, your spouse would still be eligible for basic No-
Fault coverage as discussed earlier. When shopping for insurance, please check with your 
insurance company, agent or broker about whether your policy affords bodily injury 
liability coverage to your spouse. 
http://www.dfs.ny.gov/consumer/auto/auto1202.htm  

  
 
Section 23   
Additional PIP 
 
Additional PIP coverage is often purchased providing an extra $50,000 in coverage for a small 
additional fee.  PIP coverage is provided by your own policy.  There is no need to sue for 
coverage under PIP because New York is a No-Fault state.  In a no-fault state, it is not necessary 
to establish that another party was at-fault in an accident and therefore responsible to pay for 
damages for personal injuries.  Many other states are Tort Law states and do require claim 
settlement to be sought through the court system.   
 

A tort is an act or omission that gives rise to injury or harm to another and amounts to a 
civil wrong for which courts impose liability. In the context of torts, "injury" describes 
the invasion of any legal right, whereas "harm" describes a loss or detriment in fact that 
an individual suffers. 
Cornell Law School Legal Information Institute  

 
In addition to PIP coverage, Optional Basic Economic Loss (OBEL) is available to provide 
$25,000 in coverage beyond Mandatory PIP.  OBEL is more flexible than PIP, allowing the 
injured insured to designate the priority of distribution of funds.  
 
While no one plans to be involved in an automobile accident, more than 6 million are reported by 
police annually to the National Highway Traffic Safety Administration (NHTSA).  In 2015, there 
were 35,486 fatalities and 2,443,000 individuals injured.  Vehicle Miles Travelled (VMT) are 
used by the HHTSA. 
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U.S. Department of Transportation 
National Highway Traffic Safety Administration 
DOT HS 812 451 October 2017 

 
Although the average PIP and BI claims do not approach the mandatory minimum level of 
coverage, it is important to recognize that those are averages and do not represent the costs when 
significant injuries occur. 
 

From 2005 to 2013, the frequency of bodily injury (BI) liability claims countrywide fell 
14.5 percent, from 0.94 paid claim per 100 insured vehicles to 0.81 paid claim. Over the 
same period, the average cost per paid BI liability claim increased 32.1 percent, from 
$11,738 to $15,506. Personal injury protection (PIP) claims (often referred to as no-fault 
claims) experienced a similar decline (15.6 percent) in frequency, from 1.49 to 1.25 paid 
claims per 100 insured vehicles, but an even greater increase (38.2 percent) in the average 
cost per claim, from $5,802 to $8,017.    
http://www.insurance-
research.org/sites/default/files/downloads/Trends2015NRFINAL.pdf  

 
The Insurance Research Council regularly publishes a study on auto injury claim costs.  In 2015 
the Council reported that, despite a decline in frequency in both Bodily Injury (BI) and Personal 
Injury Protection (PIP) claims, the average cost per paid claim is increasing.   
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http://www.insurance-
research.org/sites/default/files/downloads/Trends2015NRFINAL.pdf  

 
Most young adults have new financial responsibilities that rely on their earnings to settle.  Student 
loans, car loans, rent, cell phone and internet access require monthly payments.  Although 
individuals may not yet have a spouse and children, they do have payments. Following an injury 
in an auto accident, PIP provides some relief.  Coverage limits for young professionals should be 
reviewed to ensure that they are properly covered for both liability and personal loss.  Opting out 
of OBEL and Additional PIP coverages can pose significant long-term problems for individuals 
who have financial obligations. 
 
Suffering a significant personal injury in an auto accident can quickly exceed the mandatory 
minimums of insurance benefits.  Even a short hospital stay with trauma related injuries can reach 
more than $100,000.  Head injuries and lower leg injuries are common in automobile collisions.  
Hospital charges vary significantly throughout the State for like services and determining the 
actual cost for emergency services is difficult.  However, we can look at the average charge for 
common injuries that result from auto accidents.   
 
The National Highway Traffic Safety Administration (NHSTA) issued a report in March 2012, 
titled Lower Extremity Injuries in Front Crashes, which states ” lower extremity injuries account 
for a significant portion of the injuries sustained by passenger vehicle drivers in frontal crashes”.   
 

Previous studies have shown that lower extremity injuries account for a significant 
portion of the injuries sustained by passenger vehicle drivers in frontal crashes (Kuppa et 
al. 2001), and this pattern continues to hold for newer model year vehicles.  According to 
the 2009 National Automotive Sampling System – Crashworthiness Data System (NASS-
CDS), an estimated 37 percent of the moderate or more severe injuries experienced by 
drivers of model year 2003 through 2010 passenger vehicles towed due to damage in 
frontal crashes affect the lower extremities.  An estimated 26 percent of the serious or 
more severe injuries to this same group affect the lower extremities.  Furthermore, since 
many of these injuries are not life-threatening, their severity as measured on the 
Abbreviated Injury Scale (AIS) may not fully reflect the physical disabilities and 
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psychological effects of these injuries (Read et al. 2004).  This paper explores the 
potential causal factors associated with the risk of moderate or more severe lower 
extremity injuries in frontal crashes with a particular emphasis on the role of intrusion.   
https://crashstats.nhtsa.dot.gov/Api/Public/ViewPublication/811578  

 
The New York State Department of Health compiles and publishes data on hospitalization costs 
which are collected through the New York Statewide Planning and Research Cooperative 
(SPARCS) and Institutional Cost Report (ICR) data submissions.   
 

Hospital Inpatient Cost Transparency is reported online at 
https://health.data.ny.gov/Health/Hospital-Inpatient-Cost-Transparency-Beginning-
200/7dtz-qxmr.   

 
The site contains data on the volume of discharges, All Payer Refined Diagnosis Related Group 
(APR-DRG), the severity of illness level (SOI), medical or surgical classification the median 
charge, median cost, average charge and average cost per discharge from 28 facilities across New 
York State.  Within the data set, specific costs from individual facilities can be analysed.  Using 
the NHSTA indication that lower leg injuries are common results in auto accidents, a comparison 
of “Knee & Lower Leg Proceedures Except Foot” charges between institutions can be drawn.   
The Knee and Lower Leg Proceedures, APR-DRG code 313, rate, for example, has an average 
billed rate of $86,898 at Albany Medical Center and $154,619 at New York Presbyterian – Weill 
Corning Center.  This illustration is intended to show that while less common, significant injuries 
from auto accidents do occur and associated medical costs quickly escalate.   
 
An individual suffering a knee and lower leg injury from an auto accident could quickly exhaust 
the Mandatory PIP benefit of $50,000, depending on the institution providing treatment, and 
could potentially also go beyond an Additional PIP benefit of $50,000 as well as the OBEL 
benefit of $25,000, eliminating the potential economic benefit recovery for lost earnings under 
PIP.  In a case where PIP benefits are exhausted for medical care, an individual’s health plan may 
provide coverage.   
 
However, after exhausting the PIP benefit an injured party will have an option of a liability claim 
against a third party to recover additional benefits for lost wages and personal injuries.  When 
one party is responsible for injuries suffered by another is under-insured for liability 
coverage, the principle resort is SUM coverage. 
 
 
Section 24  
First new or newer car! 
 
Perhaps the first major purchase a member of Generation Z will make is a new, or newer, vehicle.  
With the average transaction price (ATP), or sale price, for new vehicles of $35,113 in December 
2017, as reported by Kelly Blue Book, these transactions will almost certainly require financing 
assistance in the form of a lease or loan.  To protect their investment, proof of insurance covering 
comprehensive and collision damage will be required. 
 
Comprehensive and Collision coverage are two separate coverages available under and auto 
insurance policy.  Both coverages are needed to satisfy lein holder requirements.  Under these 
coverages a policy owner will have physical damage to their vehicle repaired and also may 
provide coverage for broken vehicle glass. 
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Collision means the upset of your covered auto or a non-owned auto or their impact with 
another vehicle or object. 

 
Comprehensive means loss to your covered auto or a non-owned auto not caused by 
collision.  Losses caused by the following are not collision losses but are comprehensive 
losses: 

A Missiles or falling objects: 
B Fire; 
C Theft or larceny; 
D Explosion or earthquake; 
E Windstorm 
F Hail, water or flood’ 
G Malicious mischief or vandalism; 
H Riot or civil commotion; 
I Contact with bird or animal; or  
J Breakage of glass. 

If breakage of glass is caused by a “colliison”, you may elect to have it considered a loss 
caused by “collision”. 

 
Both Comp and Collision insurance require the policy owner to to pay a deductle, under 
New York Law.  The minimum deductible for Comprensive coverage is $50 and the minimum 
for Collision coverage is $100.  Insurance companies may not offer a policy that does not require 
a deductible for these coverages.  However, window glass coverage may be offered with no 
deductible.   

New York State Department of Financial Services 

OGC Op. No. 10-06-08 

The Office of General Counsel issued the following opinion on June 3, 2010, 
representing the position of the New York State Insurance Department. 

RE: Deductibles for automobile physical damage insurance policies 

Questions Presented: 

1) May an authorized insurer offer a zero deductible for a policy of comprehensive or 
collision automobile insurance coverage? 

2) Is there an exception to the deductible requirements for antique, special, or historical 
vehicle programs, since these are not standard automobile programs? 

Conclusions: 

1) No. N.Y. Ins. Law § 3411(k) (McKinney 2007) prohibits an authorized insurer from 
offering a deductible of less than $50 for fire, theft or comprehensive insurance and $100 
for collision insurance coverage on private passenger automobiles registered in New 
York, except that window glass coverage may be sold without a deductible. 

2) No, there is no exception to the deductible requirements for antique, special, or 
historical vehicle programs. 

Facts: 

The inquiry is of a general nature, without reference to particular facts. 
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Analysis: 

1) Deductibles under private passenger motor vehicle insurance policies 

The inquirer asks, on behalf of an insurer who is a customer of the inquirer, about 
whether an insurer may offer automobile physical damage insurance with a zero 
deductible for automobiles registered in New York. 

Insurance Law § 3411 is relevant to this inquiry. It applies to private passenger 
automobile policies. For purposes of § 3411(k), the Department interprets a private 
passenger automobile policy to have the same meaning as a covered policy under Ins. 
Law § 3425(a)(1): “a contract of insurance... issued or issued for delivery in this state, on 
a risk located or resident in this state, insuring against losses or liabilities arising out of 
the ownership, operation, or use of a motor vehicle, predominantly used for non-business 
purposes, when a natural person is the named insured under the policy of automobile 
insurance.” See OGC Opinion No. 08-04-36 (April 29, 2008). 

Section 3411(k) reads, in pertinent part, as follows: 

Each insurer which offers physical damage insurance subject to the 
provisions of this section shall offer such insurance with a standard 
deductible of two hundred dollars for each occurrence. The insured shall, 
however, at the inception of the policy or at the annual anniversary date, 
or at the time of the replacement or addition of an automobile, have the 
option of purchasing a policy with a lesser deductible, but in no event may 
the insurer sell a policy with a deductible of less than fifty dollars for fire, 
theft or comprehensive insurance coverages (one hundred dollars for 
assigned risk policies. . .) and one hundred dollars for collision insurance 
coverage except that window glass coverage may be sold without a 
deductible. . . . 

A zero deductible on either comprehensive or collision insurance coverage is not 
permissible under automobile physical damage insurance policies covering New York 
State registered private passenger automobiles under Ins. Law § 3411(k). The minimum 
deductible for fire, theft or comprehensive insurance coverage is $50 and, if the policy is 
issued through the New York Automobile Insurance Plan (“NYAIP”) as an assigned risk 
policy, the minimum deductible for comprehensive coverage is $100. The minimum 
deductible for collision insurance coverage is $100. Only window glass coverage may be 
sold without a deductible. 

2) Deductibles under antique, special, or historical private passenger motor vehicle 
insurance policies 

The inquirer also asks whether there is an exception for antique, special, or historical 
vehicles to the limitations on deductibles set forth in Ins. Law § 3411(k). The statute 
makes no exception for such vehicles. The same prohibition against deductibles below 
the statutory limitations apply to antique, special, or historical vehicles that are private 
passenger automobiles. 

For further information you may contact Associate Attorney Jeffrey A. Stonehill at the 
New York City Office. 
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Section 25  
Deductibles & Loss 
 
New York State Law requires the owner of an insurance policy with Comprehensive and 
Collision coverage to pay a minimal deductible.  The “deductible” is the amount which is paid by 
the policyholder before the insurer will contribute to a claim.   

What is a "deductible"? 

Answer: A deductible is an amount that you agree to be responsible for in the event of a 
loss under the physical damage (collision or comprehensive) coverages of your policy. 
Deductibles are offered on some coverages to give insureds flexibility in the cost of 
insurance and the amounts they wish to be responsible for. You may reduce your auto 
insurance costs by raising the deductibles on physical damage coverages. You should 
review the amount of the deductibles you now carry on these coverages to determine 
whether it makes sense for you to absorb a larger portion of your loss in the event of an 
accident, in return for a lower premium charge. Under the law, your insurer is required to 
furnish you with information about how much you may save by adjusting your 
deductibles. 

The amount of the deductible, or responsibility which the policyholder is willing to assume, will 
impact the overall price of the policy.  Increasing the deductibles on Comp and Collision will 
decrease the annual policy premium.   
 
Reporting an accident to an insurance carrier is not necessarily required and smaller accidents 
may not require notification to New York State Department of Motor Vehicles or police agencies.  
New York State does require a report to be filed when property damage is greater than 
$1,000.00.   
 

If the property damage of any person is $1,001 or more, all the involved drivers are 
required by the NYS Vehicle and Traffic Law to file a Report of Motor Vehicle 
Accident (MV-104). File form MV-104 with the DMV no more than 10 days after the 
accident. The DMV can suspend your driver license if you fail to report an accident. 

 
The “Duties After An Accident Or Loss” clause of an auto insurance policy dictate how and 
when a vehicle accident or other loss must be reported to an insurer. In general, an insurer must 
be notified as soon as is reasonably possible following an accident.   
 

PART E – DUTIES AFTER AN ACCIDENT OR LOSS 
We have no duty to provide coverage 
under this policy if the failure to 
comply with the following duties is 
prejudicial to us: 

A.  We must be notified promptly of 
how, when and where the accident 
or loss happened. Notice should also 
include the names and addresses of 

any injured persons and of any 
witnesses. 

B.  A person seeking any coverage 
must: 

 1. Cooperate with us in the 
investigation, settlement or defense 
of any claim or suit. 

 2. Promptly send us copies of any 
notices or legal papers received in 
connection with the accident or loss. 

 3. Submit, as often as we reasonably 
require: 

 a. To physical exams by physicians we 
select.  We will pay for these exams. 

 b. To examination under oath and 
subscribe the same. 

 4. Authorize us to obtain: 
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 a. Medical reports; and 
 b. Other pertinent records. 
 5. Submit a proof of loss when required 

by us. 
C. A person seeking Uninsured Motorists 

Coverage must also: 
 1. Promptly notify the police if a hit-and-

run driver is involved. 
 2. Promptly send us copies of the legal 

papers if a suit is brought. 
D. A person seeking Coverage For 

Damage To Your Auto must also: 
 1. Take reasonable steps after loss to 

protect "your covered auto" or any 

"non-owned auto" and their equipment 
from further loss. We will pay 
reasonable expenses incurred to do 
this. 

 2. Promptly notify the police if "your 
covered auto"or any "non-owned 
auto" is stolen. 

 3. Permit us to inspect and appraise the 
damaged property before its repair or 
disposal. 

(ISO - PERSONAL AUTO PP 00 01 01 
05)

 
Notification to a lien holder or leasing agency regarding damage to a vehicle may vary. Under a 
standard lease it is expected the vehicle will be returned undamaged at the end of the term.  Under 
terms of a loan agreement the vehicle is collateral.  Whether a lease or a loan the third party is 
generally listed as an Additional Insured in the policy with specific rights.  The company financing 
the vehicle will require comprehensive and collision coverage with deductibles of no greater than 
$500 in most situations.   
 
Section 26  
Gap Coverage and Total Loss 
 
The value of a new vehicle “depreciates” the moment it is driven off the dealership lot.  Auto 
insurance policies provide “actual cash value” coverage for vehicles under Comp and 
Collision.  With new vehicle purchases there may be a difference in actual cash value of the 
vehicle and the outstanding balance for a loan.  The difference between outstanding loan 
balance and the value of the vehicle is referred to as a Gap.  Gap coverage is not always 
included in an auto insurance policy and is not necessarily required, leaving a potential loss to the 
insured beyond their deductible in the event of a total loss.  Gap coverage, or a Gap waiver, may 
be offered by insurer or creditor.  
 

Insurance Law § 107(a)(52)(B)(i) defines the “gap amount” in a loan or other credit 
transaction on the purchase of personal property as: the amount owed by the debtor under 
the loan or other credit transaction as of the date of a total loss of the personal property 
which is the subject of the loan or other credit transaction agreement caused by the theft or 
physical damage, or the amount that would have been owed by the debtor had the creditor 
not waived such obligation; and (ii) the sum of: (I) any unpaid rental payments and other 
unpaid charges, arising from the failure of the lessee to fulfill the lessee's obligations 
under the lease, that had accrued prior to the date of the loss; and (II) the actual cash value 
of the personal property as of the date of the loss. If the lessee is required under the lease 
agreement to maintain a physical damage insurance policy on the personal property which 
is the subject of the lease agreement, and that policy is in effect on the date of the loss, 
then "actual cash value" shall have the same meaning as under the physical damage 
insurance policy. 
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Example: 2018 Chevy Malibu Dealer Price (before tax and fees) $25,000 
  $2,500 deposit  

$22,500 Loan 
  Kelly Blue Book Value with 1,000 miles $16,952 
 
  Gap - $5,548.00 

 
Total Loss 
 
In New York, autos that are eight years old or newer, at the time of a loss and require repair work 
that exceeds 75% of ACV may be declared a “total loss” by the insurance company.  A vehicle 
that is a “total loss” is then considered “salvage”.  Insurance Regulation 64 states: 
 

(16) Salvage vehicle branding. (i) This paragraph shall be applicable to claims involving 
vehicles that are eight model years or newer on the date of the loss.  
 
(ii) If the insurer determines that the cost to repair a damaged vehicle exceeds seventy five 
percent of the vehicle's actual cash value and if the insurer does not take possession of the 
vehicle for disposition as salvage, the insurer shall require the vehicle owner to provide the 
title to the insurer. The insurer may withhold the entire claim payment, but must withhold 
at least fifty percent of its claim payment, after application of any deductible, until receipt 
of the title. The vehicle owner shall be advised by the insurer that the title is being 
requested in order to comply with subdivision (c) of Section 20.20 of the Regulations of 
the Commissioner of Motor Vehicles and that the title will be branded as "REBUILT 
SALVAGE" and will be returned to the owner by the Department of Motor Vehicles. 

 
Vehicle owners who do not agree with their insurers valuation of damage should refer to the 
insurance policy Appraisal clause to determine how an apeal is to be handled.  The appraisal 
clause will dictate the rights and responsiblities of each party. 
 

APPRAISAL  
A. If we and you do not agree on the amount of loss, either may demand an appraisal of 

the loss. In this event, each party will select a competent and impartial appraiser. The 
two appraisers will select an umpire. The appraisers will state separately the actual 
cash value and the amount of loss. If they fail to agree, they will submit their 
differences to the umpire. A decision agreed to by any two will be binding. Each party 
will:  
1. Pay its chosen appraiser; and  
2. Bear the expenses of the appraisal and umpire equally.  

B. We do not waive any of our rights under this policy by agreeing to an appraisal… 
(ISO PP 00 01 01 05) 

 
Section 27  
Gen Z credit and credit scoring 
 
Generation Z is developing credit and credit scores as they enter their 20’s and the workforce.  
Credit based insurance scores have been an integral part of insurance underwriting since the 
1990’s and building a strong credit score is as important today as ever.  While credit often means 
debt, understanding how to use debt and credit is an important lesson for all consumers to learn. 
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Insurance customers should understand the basic consumer credit score model, developed by 
Fair, Isaac and Company and introduced in 1989, commonly known as the FICO Score.   
 
FICO scores range from 300 on the lown side, up to 850 on the high, or preferred end.  The FICO 
score has five main components: loan repayment history, amounts owed, length of credit history, 
new applications for credit and type of credit or credit mix.  Each component is weighted 
differently.     

 
www.fico.com  

 
The National Association of Insurance Commissioners (NAIC) issued a “Consumer Alert” in 
2012 on credit-based insurance scores that explains the general outline of how credit-based 
insurance scores are developed.  Individual insurance carriers, however, can modify their 
algorithyms to meet specific proprietary underwriting needs. 
 
The NAIC Consumer Alert notes that credit-based insurance scores do not consider the following: 

• Race, color, national origin 
• Religion 
• Gender 
• Marital status 
• Age 
• Income, occupation or employment history 
• Location of residence 
• Any interest rate being charged 
• Child/family support obligations or rental agreements 
• Certain types of inquires of your credit report like account review inquiries, employment 

inquiries, promotional inquiries from credit companies, etc. 
• Whether or not a consumer is participatin gin credit counseling of any kind 
• Any information not found in the credit report 
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There have been efforts to protect consumers from being treated unfairly by lenders of credit, 
including banks and other financial institutions, and credit reporting agenciesl  In 1969 Congress 
passed the Consumer Credit Protection Act, which included the Trunth in Lending Act.  In 1970 
the Fair Credit Reporting Act was introduced which provided accuracy, fairness and privacy of 
consumer information.  In 2003 the Fair and Accurate Credit Transactions Act (FACTA or FACT 
Act) was passed, amending the Credit Reporting Act.  FACTA has many features and allows 
consumers to obtain a free copy of their credit report once each 12 months from each of the trhee 
national credit reporting agencies; Equifax, Experian, and Trans Union.   
 
New York State adopted a “Use of Credit Information” Law in 2004 and implemented new 
Regulation 182, effective in April 2005.  The Regulation establishes allowable use of consumer 
credit history and score in the underwriting and rating process for auto and homeowner policies.  
Regulation 182 prohibits the use of a credit score that includes an individuals’ income, gender, 
address and zip code, ethinic group, religion, marital status or nationality. 
 

Circular Letter No. 2 
(2005) 

February 25, 2005 

TO: ALL AUTHORIZED PROPERTY/CASUALTY INSURERS, RATE 
SERVICE ORGANIZATIONS, NEW YORK AUTOMOBILE 
INSURANCE PLAN, NEW YORK PROPERTY INSURANCE 
UNDERWRITING ASSOCIATION, AND INSURANCE 
PRODUCER ORGANIZATIONS 

RE: LIMITATIONS UPON AND REQUIREMENTS FOR THE USE OF 
CREDIT INFORMATION FOR PERSONAL LINES INSURANCE 
– EMERGENCY ADOPTION OF REGULATION NO. 182 (11 
NYCRR 221) 

STATUTORY REFERENCE:  ARTICLE 28 OF THE INSURANCE LAW 

This is to inform the property and casualty insurance industry that the Department has 
promulgated Regulation No. 182 (11 NYCRR 221) on an emergency basis. 

Chapter 215 of the Laws of 2004, effective April 23, 2005, adds a new Article 28 to the 
Insurance Law entitled “Use of Credit Information.” Article 28 establishes limitations 
upon, and requirements for, the permissible use of credit information to underwrite or rate 
risks for personal lines insurance. The purpose of Regulation No. 182 is to facilitate 
implementation of Article 28 by insurers doing business in New York State. 

Article 28 and Regulation No. 182 apply to the use of credit information to underwrite and 
rate personal lines insurance policies applied for, or renewed, on and after April 23, 2005. 
Article 28 and the regulation provide: 

• prohibitions on the use of credit information, permissible use of credit information, and the 
requirements for obtaining current credit information; 

• standards for the disclosure of the use of credit information in the underwriting and rating 
of personal lines insurance policies; 
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• standards for notification when an insurer takes an adverse action based upon credit 
information; and 

• requirements for the re-underwriting and re-rating of an insured when a current insured 
obtains a dispute resolution and error correction determination under the federal Fair 
Credit Reporting Act if the credit information used by the insurer was found to be 
incorrect or incomplete. 

Regulation No. 182 requires that the insurer include in its disclosure notices a toll-free 
telephone number. The toll-free number should be answered by, or directed to, the 
division or department that is staffed by persons handling inquiries regarding the use of 
credit information by the insurer. A toll-free number with the appropriate telephone 
extension number for the applicable division or department is also acceptable. 

Regulation No. 182 specifies requirements for filing the scoring model (or other scoring 
processes), including revisions thereto, with the Superintendent. Scoring models (or other 
scoring processes) in use as of April 23, 2005 and those that insurers start using after April 
23, 2005 but prior to August 15, 2005, should be filed with the Superintendent as soon as 
possible but no later than July 1, 2005. With respect to a scoring model that an insurer 
intends to start using on or after August 15, 2005, the insurer shall file its scoring model 
(or other scoring processes) with the Superintendent at least 45 days prior to use. 
Summaries of revisions to previously filed scoring models (or other scoring processes) 
shall be filed no later than 45 days after its use, but insurers are strongly encouraged to file 
the summaries prior to use. 

The regulation also requires that insurers complete and submit an Insurer Credit 
Information Compliance Certification in a form prescribed by the Superintendent, along 
with every scoring model (or other scoring processes) filing and every summary of 
revisions. Attached to this Circular Letter is the Insurer Credit Information Compliance 
Certification form required by Regulation No. 182. The form may also be found at the 
Department’s website (PDF Format) (WORD Format)  Department of Financial 
Services 

Section 28  
Gen Z Healthcare 
 
Healthcare for Generation Z, as they hit their 20’s, is likely to remain a mix of continued coverage 
under a parent’s plan and transition to coverage through employer sponsored coverage.  The ACA 
allows children to stay with their parent’s plan until they reach age 26.  In New York State, 
children without access to an employer sponsored health insurance plan can remain covered 
under their parent’s health insurance policy until they reach the age of 29.   
 
    Department of Financial Services  

http://dfs.ny.gov/consumer/faqs/faqs_S6030_Age29_young.htm  
 

Insure Dependents through Age 29: This law, outlined by the Governor in his State of 
the State address, requires insurers to allow unmarried children through age 29 – 
regardless of financial dependence – to be covered under a parent’s group health insurance 
policy. Young adults ages 19 to 29 represent 31 percent of uninsured New Yorkers. They 
often become ineligible for coverage under their parents’ policies at age 19 or upon high 
school or college graduation, find themselves in entry-level jobs that do not provide 
employer-based health insurance, and cannot afford to pay premiums for individual 



 52

insurance policies – which are much more expensive than group policies. Under the new 
law, premiums will be paid for by families, not employers, and would cost less because 
coverage is under group policies rather than individual policies. The law also requires 
insurers to offer employers an option to purchase coverage that includes young adults as 
dependents in family policies through age 29. 

 
Coverage Expansion Through Age 29 
"Age 29" Index | Option Summary | Frequently Asked Questions 
Who is eligible? 
In order to participate, the “Age 29” law requires the coverage, the young adult’s parent, 
and the young adult to meet certain requirements. 
The Coverage 
The coverage must: 

1. Be a group or group remittance health insurance policy that includes coverage for 
dependents;  

2. Be issued in New York State and subject to New York State laws; and  
3. Be fully insured (this benefit does not apply to self-funded plans). 

Please contact your employer, employee benefits administrator or insurance company to 
find out what state laws apply to the policy and if your coverage is fully insured. 
The Parent 
The parent must be covered under the group policy as an employee or member of the 
group or pursuant to a right under the federal Consolidated Omnibus Budget 
Reconciliation Act (COBRA) or state continuation coverage law. 
The Young Adult 
The young adult must: 

1. Be unmarried;  
2. Be 29 years of age or under;  
3. Not be insured by or eligible for comprehensive (i.e., medical and hospital) health 

insurance through his or her own employer;  
4. Live, work or reside in New York State or the health insurance company’s service area; 

and  
5. Not be covered under Medicare. 

Please note that the young adult does not have to live with a parent, be financially 
dependent on a parent, or be a student. 
 
When does this law take effect? 
The law affects policies or contracts issued, renewed, modified, altered or amended on or 
after September 1, 2009. For most existing policies, young adults and their parents will be 
able to access the young adult option once the right attaches to the policy. For most 
policies, this will happen on the policy's first renewal date on or after September 1, 2009. 
You can contact your insurer or group administrator to determine the renewal date. The 
young adult option must be included with all new policies issued on or after September 1, 
2009. 
 
Who will notify me of this benefit? 
The insurer will provide written notification to group members or employees (not young 
adults) in each certificate of coverage and at least 60 days prior to the date the young adult 
who is covered as a dependent under the parent's policy would otherwise have coverage 
terminate due to reaching the maximum age for dependent coverage. 
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Insurers must also notify employees or group members of the initial 12-month open 
enrollment period, which runs for 12 months following the date that coverage through the 
young adult option becomes available under the policy or contract. 
If you think that you are eligible for this benefit but your parent did not receive notice, 
please contact your parent's insurer. 
 
When may I enroll? 
There are four times when you may enroll: 

1. When You Would Otherwise Age Off a Policy  
If you are currently covered under a parent's group policy, you may enroll within 60 
days of the date that your coverage would otherwise end due to reaching the maximum 
age for dependent coverage. Coverage will be retroactive to the date that your coverage 
would otherwise have terminated.  

2. When You Experience a Change in Circumstances  
You may enroll within 60 days of newly meeting the eligibility requirements. Coverage 
will be prospective and will start within 30 days of when your parent's employer or 
group administrator receives notice of your election and premium payment. Examples 
of changes in circumstance would be a young adult moving back to New York State 
after living outside the state or losing health insurance coverage sponsored by an 
employer. 

3. During an Annual 30-Day Open Enrollment Period  
Your parent's insurer will have an annual 30-day open enrollment period. If you meet 
the eligibility requirements, you may elect coverage during this period. Coverage will 
be prospective and will start within 30 days of when your parent's employer or group 
administrator receives notice of your election and premium payment. 

4. During the Initial 12-Month Open Enrollment Period  
There is an initial 12-month open enrollment period, which should run for 12 months 
following the first renewal of the health insurance policy or contract on or after 
September 1, 2009. If you meet the eligibility requirements during this initial 12-month 
open enrollment period, you may enroll during this time. Coverage will be prospective 
and will start within 30 days of when your parent's employer or group administrator 
receives notice of your election and premium payment. 
 
If I elect this benefit, when will my coverage start? Will it be retroactive to the last 
time that I had coverage? 
Coverage will be retroactive if you elect it within 60 days of the date that you would 
otherwise age off a parent’s policy. In all other cases, coverage will be prospective and 
will start no more than 30 days from the date that the insurer receives notice of your 
election and premium payment. 
 
What is the cost? 
The young adult or his or her parent will be responsible for a separate premium for the 
young adult option (over and above what the parent pays for the group coverage).  
 
 
How do I enroll? 
To enroll, you should notify your parent's employer or benefits administrator in writing 
and include payment of the first month's premium. Contact the plan administrator or 
insurer to find out the amount of the premium. 
 
Does this law apply to self-funded plans? 



 54

No, it does not apply to self-funded/self-insured plans, due to federal preemption under the 
Employee Retirement Income Security Act (ERISA). You can contact your employer, 
benefits administrator or insurance company to determine if your plan is self-funded. 
 
Does the young adult option apply to municipal cooperatives? 
Yes. The young adult option is available to coverage through a municipal cooperative. 
 
Does the young adult option apply to Healthy NY? 
The young adult option is available to coverage through a group Healthy NY policy. 
 
Are there any other insurance plans that this law does not apply to? 
The law does not apply to dental only, vision only, pharmacy only, accident only or 
specified disease coverage. 
 
I have a child. Does this make me ineligible? 
Young adults with children may make an "Age 29" election if they meet the eligibility 
criteria. However, young adults' children cannot be covered under the "Age 29" law. If 
you need to cover your children, you may want to consider Child Health Plus. Child 
Health Plus is available at a reduced premium to children in families who are up to 400% 
of the Federal Poverty Level ($58,280 for a family of two) and at full price for children 
above that level. 
 
I am eligible for coverage through my employer, but it has very poor benefits. Am I 
eligible for the “Age 29” benefit? 
If your employer provides health insurance that includes both medical and hospital 
benefits, whether insured or self-funded, then you cannot make an "Age 29" election. If 
your employer provides coverage that does not include both medical and hospital benefits, 
then you may be eligible if you meet the other requirements. 
 
I am eligible for COBRA/state continuation coverage from my former employer. Am 
I eligible? 
Yes, as long as you meet the other requirements for the young adult option. You can elect 
COBRA/continuation coverage through your employer or you can instead make an "Age 
29" election. You should weigh your options carefully before making a decision. Keep in 
mind that it may be better for you to exhaust COBRA/state continuation before making an 
"Age 29" election. This is because if you have coverage pursuant to an "Age 29" election 
and your parent loses eligibility for group coverage or you no longer qualify as a young 
adult, your coverage would terminate and you would not have a separate right to 
COBRA/state continuation under that group policy. However, if your parent loses 
eligibility for group coverage and you have COBRA/state continuation coverage, your 
coverage would not terminate. You should also consider the pros and cons of each type of 
coverage, including determining what benefits each plan covers, what your out-of-pockets 
costs would be, and whether your doctors or providers are in the network, if applicable. 
 
I am covered through an individual policy that I purchased on my own. May I still 
make an "Age 29" election? 
If you have coverage as an individual, then you may make an "Age 29" election if you 
meet the eligibility requirements. If you have coverage through your employer, then you 
cannot make an "Age 29" election, because you have employer-sponsored insurance. 
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My parent's employer offers family coverage, but my parent currently has self-only 
coverage. Does that prohibit me from making an "Age 29" election? 
No. You or your parent may make an "Age 29" election even though your parent does not 
have family coverage.  
 
If my parent separates from his or her employer or group and is no longer eligible 
for health insurance, am I eligible? 
No. If this occurs, then you would lose the right to the young adult option. 
 
If my parent has COBRA/state continuation coverage, am I eligible? 
Yes, you are still eligible while your parent has COBRA/state continuation coverage, if 
you meet the eligibility requirements. 
 
I had “Age 29” coverage and then it ended because I no longer met the eligibility 
requirements. My situation has changed, and I meet the eligibility requirements 
again. Can I get “Age 29” coverage again? 
Yes. You are not limited to having this coverage only once. You may elect it within 60 
days of newly meeting the requirements or during the annual 30-day open enrollment 
period. 
 
If I exhaust my benefits under the “Age 29” law, may I elect COBRA or state 
continuation coverage and receive an additional 36 months of coverage? 
No. When your coverage under the "Age 29" young adult option terminates, you would 
not have a COBRA/state continuation right at that time.  
 
Can the parent enroll the young adult in the young adult option? 
Yes. Parents may enroll their young adults in the option for them. 
 
If my parent’s employer offers several different benefit packages, do I get to choose 
which one I want? 
Insurers and employers are not required to offer different benefit packages for the young 
adult option. 
 
I have “Age 29” coverage but cannot make my premium payment on time. Is there a 
grace period? 
Yes. There is a 30-day grace period. If you do not make full payment within the 30-day 
grace period, then your coverage will be terminated back to the date that the last premium 
payment was paid. 
 
When will coverage end? 
Coverage will end when one of the following occurs:  

1. You terminate your coverage pursuant to the terms of the policy.  
2. Your parent is no longer enrolled in group health insurance coverage, including 

COBRA/state continuation coverage.  
3. You no longer meet the eligibility requirements.  
4. You do not pay the premium in full within the grace period.  
5. The group insurance policy is terminated and not replaced. 

 
What if I am not eligible for this benefit? 
If you are not eligible to make an "Age 29" election, you may be able to elect 
COBRA/state continuation coverage for up to 36 months. You would be responsible for 
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up to 102% of the premium. You may also be eligible to enroll in coverage through the 
New York State of Health Individual Marketplace. 
What if I need more information about this law? 
Contact the Department of Financial Services' Consumer Assistance Unit at (212) 480-
6400 or 1-800-342-3736.  
http://dfs.ny.gov/consumer/faqs/faqs_S6030_Age29_young.htm  

 
Section 29  
Gen Z Retirement Planning 
 
As they enter the workforce, Generation Z will increase their earning potential, however they will 
also likely be at the lower end of their lifetime earning potential.  Whether they have graduated 
from college, finished trade school or chosen to pursue a career that does not require a degree, 
planning for retirement early on is always a good decision.  Resources for Generation Z are 
however likely to be very limited until they reach their later 20’s.  Contributing into an employer 
sponsored 401k Plan may not be an option and funding an IRA (Individual Retirement Account) 
may be impractical.  Contributing to Social Security for nearly all Americans is the most 
significant retirement investment they will ever make.  Social Security is not intended to be a 
retirement plan, but was established as an anti-poverty program providing basic assistance with 
retirement, disability and survivors benefits. 
 

Social Security has provided financial protection for our nation's people for over 80 
years. Chances are, you either receive Social Security benefits or know someone who 
does. With retirement, disability, and survivors benefits, Social Security is one of the 
most successful anti-poverty programs in our nation's history. 
 
We are passionate about supporting our customers by delivering financial support, 
providing superior customer service, and ensuring the safety and security of your 
information — helping you secure today and tomorrow. 
www.ssa.gov/agency  
 

Contributions 
 
To be eligible to receive Social Security benefits, most individuals must first pay a minimal 
amount into the system.   Payment is calculated in credits.  Individuals earn a credit when they 
have earned $1,300 (2017).  A maximum of 4 credits can be earned in a single year.  The number 
of credits needed to obtain benefits depends on an individuals age and the type of benefit they 
apply for.  No individual needs more than 40 credits to receive a Social Security benefit.  
Payments into the Social Security system are made through FICA for employees or SECA for self 
employed individuals.   
 
Individauls involved with cash business should be strongly cautioned about not paying into Social 
Security.  Failure to pay into Social Security will result in ineligibility to collect some of the most 
important benefits the Federal Government provides.   
 

 
What are FICA and SECA taxes? 
The law requires employers to withhold taxes from employee earnings to fund the Social 
Security and Medicare programs. These are called Federal Insurance Contributions Act 
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(FICA) taxes. Your employer also pays a tax equal to the amount withheld from employee 
earnings. 
 
The self-employed pay Self-Employed Contributions Act (SECA) taxes on net earnings. 
SECA taxes also fund Social Security and Medicare. The self-employed pay both the 
employee and the employer share of SECA. But the law permits them to deduct half of the 
self-employment tax as a business expense. 
https://faq.ssa.gov/link/portal/34011/34019/Article/3815/What-are-FICA-and-SECA-taxes  
 

The reliance on Social Security benefits to provide sufficient funds in retirement is strongly 
discouraged by the Federal Government and financial planners.  Social Security is only designed 
to provide up to 40% of the earnings made while working.  For most individuals, that sum is 
far less than their actual needs will be.  Additional savings or assets are extremely important to a 
comfortable retirement.   
 
A simple investment lesson for Generation Z to learn is the “Rule of 72”.  This rule is a method to 
determine the length of time it will take for an initial investment amount to double its value.  
Under the Rule, $100 invested with an annual return of 10% will take approximately 7 years to 
increase in value to $200.  Under the Rule, to determine the number of years required to double an 
initial investment at a given interest rate, divide the interest rate into 72.  For example, if you want 
to know how long it will take to double your money at six percent interest, divide 6 into 72 and get 
12 (11.9) years. 
   

Time for a $1,000 investment to double at interest rate of earnings 

Years 3% 6% 12% 
0 $1,000 $1,000 $1,000 
6   $2,000 

12  $2,000 $4,000 
18   $8,000 
24 $2,000 $4,000 $16,000 
30   $32,000 
36  $8,000 $64,000 
42   $128,000 
48 $4,000 $16,000 $256,000 

 
 
Those in Generation Z are unlikely, however, to become investors for a few years.  Simply put, 
this generation has not yet reached an age where their earnings provide sufficient excess for 
discretionary investing.  
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Section 30  
Chapter 3 Review 
 

The Affordable Care Act allows children to remain covered under a parents’ health 
insurance policy until they turn 26.   
 
living in a dorm will likely be covered under their parent’s homeowners insurance policy 
for liability and limited personal property 
 
The ISO Homeowners 3 Special Form is the most widely used homeowners insurance 
policy form 
 
The HO4, renters insurance policy, provides personal property and liability coverage to a 
set limit as well as Medical Payments to others, but do not provide coverage for buildings.    
 
The first and most significant misconception is that the property owner/landlord has 
insurance that will provide coverage to tenants.   
 
Tenants are responsible for their own insurance coverage 
 
A second misconception is that a roommate’s insurance policy will extend coverage 
following a loss.  This is false.   
 
There are 16 Perils that are covered in an HO-4 policy, as in the standard homeowners 
policy, HO-3. 
 
Having a liability policy does not eliminate an individual’s responsibility; it merely 
transfers a portion to the insurer.   
 
Supplemental Uninsured / Under-insured Motorist coverage (SUM), provides coverage 
from the state minimum requirement up to and equal to the amount of liability coverage 
purchased. 
 
The Mandatory Personal Injury Protection (PIP) coverage is a “first party benefit” and 
covers the policy owner, not individuals in another vehicle who may be injured. 
 
The PIP policy feature does not consider who is at-fault for the accident and is commonly 
referred to as “No-Fault” coverage.   
 
Additional PIP coverage is often purchased providing an extra $50,000 in coverage for a 
small additional fee.   
 
Tort Law states require claim settlement to be bought through the court system.   
 
Optional Basic Economic Loss (OBEL) is available to provide $25,000 in coverage 
beyond Mandatory PIP 
 
When one party is responsible for injuries suffered by another is under-insured for liability 
coverage, the principle resort is SUM coverage. 
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Comprehensive and Collision coverage are two separate coverages available under and 
auto insurance policy 
 
Comp and Collision insurance require the policy owner to to pay a deductle.  Window 
glass coverage may be offered with no deductible.   
 
New York State does require a report to be when property damage is greater than 
$1,000.00. 
 
In New York, a vehicle may be declared a “total loss” if the0 repair work exceeds 75% of 
the vehicle ACV 
 
The basic consumer credit score model, developed by Fair, Isaac and Company and 
introduced in 1989, is commonly known as the FICO Score.   
 
In New York State, children without access to an employer sponsored health insurance 
plan can remain covered under their parent’s health insurance policy until they reach the 
age of 29.   
 
Contributing to Social Security for nearly all Americans is the most significant retirement 
investment they will ever make. 
 
Social Security is not intended to be a retirement plan, but was established as an anti-
poverty program providing basic assistance with retirement, disability and survivors 
benefits 
 
To be eligible to receive Social Security benefits, most individuals must first pay a 
minimal amount into the system 
 
Social Security is only designed to provide up to 40% of the earnings made while 
working.   
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Chapter 4   
 
Section 31  
Millennials.   
 
During the next three decades Millennials will become, by far, the largest purchasing group of 
insurance, whether as customers with direct writers or through the agency system.  The 
approximately 80 million strong demographic is greater than the declining, yet 70 million strong, 
Baby Boomers and the 65 plus million members of Generation X. 
 
With their generation reaching into their 30’s, Millennials are beginning to purchase first homes, 
new cars and raising families.  Their ability to opt out of purchasing renters insurance, prolong 
retirement investments and purchase life insurance to protect their young families is ending.  
Regardless of whether insurance producers reach out to Millennials through social media, 
traditional marketing our rely on new customers to simply happen upon their agency by chance, 
there will be an increase in demand for insurance from this group.  However, the agency system 
has work to do to capture this demographic, as Property Casualty 360 reported in September 2015. 
 

              

http://www.propertycasualty360.com/2015/09/16/5-reasons-millennials-arent-buying-insurance-
from  

To understand the significance of the Millennial Generation on insurance purchasing, it should be 
understood how large their population is.  The Baby Boom hit the 4 million mark for babies born 
in 1954 when 4,078,000 births were recorded.  The Baby Boom  reached its peak in 1957 when 
4,308,000 were born.  Following the Baby Boom, in 1965, there were 3,760,358 births and the 
birth rate stayed below 4 million for a full generation.  During the 1970’s, the birth rate reached a 
modern  low in the years 1973, 1974, 1975 and 1976 with births below 3.2 million annually.  The 
increase to 3.6  in 1980 marked the first year of the millennial generation.   The birth rate did not 
reach 4 million again until 1989 when  4,021,000 babies were born.  The height of the Millennial 
“boom” was reached in 1990 when 4,179,000 births were recorded.  Those born in 1980 turn 37 in 
2017.   
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Section 32  
Wedding-Special Event and Travel Insurance 
 
Many Millennials, like generations before them, eventually get married and start families.  
However, fewer Millennials are marrying and those who do are doing so later in life.  The median 
age at first marriage is now 27 for women and 29 for men — up from 20 for women and 23 for 
men in 1960, according to a Pew Research Center study “Record Number of Americans have 
Never Married”, released  in 2014.   
 

 
 
The average cost of a wedding in 2016, according to TheKnot.com, was $35,329, excluding 
honeymoon costs.  With weddings being a significant expense, it is reasonable to look at insuring 
against unforeseen factors and events.  Wedding insurance, or special event insurance, has 
become more popular in recent years.  Coverage can be purchased to protect against a number of 
losses.  One aspect of weddings, cold feet, still remains difficult to insure.  Costs for wedding 
insurance coverage can range from $100 to $1000, depending on the limits and coverages selected.  
Policies typically cover liability, cancellation and postponement, loss of jewelry and loss of 
deposits.  Causes of loss include venues closing, loss of rings, severe weather, call to military 
duty, severe illness and problems with photography.  Wedding insurance should be purchased 
prior to placing deposits with venues and vendors. 
 
A honeymoon is as much a tradition for newlyweds as a wedding itself.  For some, a honeymoon 
includes travel to a destination never visited before and may be an individual’s first time traveling 
by plane or cruise ship to foreign territories.  WeddingWire.com, a wedding industry online 
marketplace, stated in their 2017 Newlywed Report, couples spend an average of $4,000 on 
honeymoons.  The report suggests honeymoon expenses of 29% ($1,120) for lodging, 23% ($920) 
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for travel, 21% for food and drinks, 19% for activities and 9% for other expenses.  As with 
weddings themselves, unexpected events sometimes occur causing delays and cancellation of 
plans.  Travel insurance can provide coverage for: trip cancellation, interruption and delay; 
baggage loss and delay; medical and dental coverage; accidental death; emergency services 
including lost passport and visa assistance, medical evacuation and repatriation, and emergency 
cash advance.  A license is required to sell Travel Insurance in New York State, however a 
limited license is available to travel agents. 

The Office of General Counsel issued the following opinion on August 2, 2005, 
representing the position of the New York State Insurance Department. 

Re: Regulation of Travel Agents Selling Travel Insurance. 

Questions Presented: 

1. Must a travel agent who wishes to sell only baggage or accident insurance tickets (i.e., 
travel insurance) in New York be licensed by the Insurance Department? 

2. Are travel agents, who are licensed to sell only travel insurance in New York, subject to 
the same statutory and regulatory licensing requirements as other New York licensed 
insurance agents? 

3. Does the Insurance Department investigate complaints of insurance agent misconduct 
against travel agents who are licensed to sell only travel insurance in New York? 

Conclusions: 

1. Yes. A travel agent who wishes to sell only baggage or accident insurance tickets (i.e., 
travel insurance) must be licensed by the New York State Insurance Department as an 
insurance agent to sell such insurance in New York. Please be advised that such license 
grants the travel agent the authority to sell only travel insurance. 

2. The Insurance Law does not require such travel agents to pass a written examination 
(which would otherwise be required as a prerequisite to the issuance of an insurance 
agent’s license) to become licensed for the limited purpose of selling baggage or accident 
insurance tickets to cover the risks of travel. N.Y. Ins. Law § 2103(g) (McKinney Supp. 
2005). And the Insurance Law exempts travel agents who hold such licenses from any 
continuing education requirements, which would otherwise serve as prerequisites for the 
renewal of an insurance agent’s license. N.Y. Ins. Law § 2132(b)(1) (McKinney Supp. 
2005). But such travel agents are subject to all other statutory and regulatory licensing 
requirements (e.g., the payment of licensing and renewal fees) applicable to insurance 
agents in New York. 

3. Yes. The Insurance Department’s Consumer Services Bureau investigates complaints of 
misconduct against travel agents who are licensed to sell only travel insurance in New 
York, and the Insurance Department may discipline such travel agents in accordance with 
N.Y. Ins. Law §§ 2110 and 2127, which are applicable to, inter alia, all New York 
licensed insurance agents. 
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Section 33  
First  Home 
 
The buying power of Millennials, specifically in the real estate market, is beginning to be felt in 
the economy.  There are trends that have been observed which are of specific concerns to the 
insurance industry, namely the purchase of older homes. 
 

 
 
The median age of single family homes nationally has grown from 27 years in 1993 to 37 years in 
2013.  In New York State, the median age is closer to 60 years, according to United States Census 
Bureau American Community Survey released in 2015.  The survey suggests that half of all single 
family homes in New York State are more than 60 years old, nearly double the age of homes in 
most other states, except Pennsylvania, Massachusetts and Rhode Island.  
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The age of housing stock is a significant issue to the insurance industry and the purchase of an 
older home can also present challenges for consumers.  Older homes generally have aging 
electrical, plumbing and roofing systems.  They may have aluminum or vinyl siding covering the 
buildings original siding along with potential problems of water and weather damage and lead 
based paint and varnishes on both interior and exterior surfaces.  Asbestos insulation on boilers 
and heating pipes is still commonly found and may exist in certain types of flooring and siding.   
 
Individual insurance carriers have underwriting guidelines for acceptability of properties to limit 
their exposure to claims common with aging and deteriorated homes.  Standard and preferred 
carriers, which often provide the most competitive rates to consumers, generally require updates to 
these systems, along with other requirements that protect their loss ratio allowing savings to pass 
on to their customers.  Items that will generally make a home ineligible for standard coverage 
include: 
 
 Electrical  knob and tube wiring (Cloth wrapped, ungrounded wiring) 
   Fuses (circuit breakers required) 
   Aluminum wiring (copper wiring is required) 
   Service less than 100 amps (60 amps was common) 
 
 Plumbing Pipes that are not copper, PVC, PEX 
 

Roofing Flat roofs, Tar paper, Rolled Asphalt, Stapled Roofs and Flat Roofs, 
Roofs older than 25 years, unless slate or tile (Some carriers are now also 
excluding slate roofs.) 

 
Heating Space heaters or wood as a primary heat source (must have centralized 

heating) 
 
The purchase of a home, when mortgaged by a bank or other lender, will require the mortgagor to 
purchase a homeowner insurance policy to protect the collateral asset, which is the house.  Most 
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homes are insured on a replacement cost basis, however, actual cash value policies and 
provisions are common.   
 

Replacement Cost - the cost of replacing property without a reduction for depreciation 
due to normal wear and tear. 
 
Actual Cash Value - repayment value for indemnification due to loss or damage of 
property; in most cases it is replacement cost minus depreciation 

 
Insuring property for Actual Cash Value (ACV) will reduce the policy premium and also 
depreciate the property value and reduce settlement following a claim.  For example, a 20 year old 
roof which has a life span of 25 years, with a replacement cost of $14000, which is damaged by a 
covered peril could result in a settlement payment of $2800, less the policy deductible.   
 

Replacement Cost  $14000 
Life Span   25 Years 
Annual Depreciation  $560 
Roof Value After 20 Years $2800 
Policy Deductible  $1000 
Payment from Insurer  $1800 

 
Section 34  
Renovations and additions 
 
With the purchase of nearly all homes, whether newly constructed or 100 years old, the new 
homeowners will undertake some level of remodeling, including painting and hanging art work, 
tasks which can be handled by the homeowner. 
 
Older homes often require some level of renovation above the skill level of many homeowners.  
Renovation of bathrooms and kitchens bring properties up to current living standards and replace 
outdated or worn out plumbing and electrical fixtures as well as appliances.   
 
There are also times when the home purchased does not provide the amount of living space needed 
by the new owners and the addition of new rooms to the home is in order. Home additions almost 
always require hiring contractors and often involve local government permits and inspections to 
ensure the project is completed in compliance with local safety and building codes. 
 
These three scenarios present different insuring needs.  Remodeling by a homeowner does not 
generally change the structure of the home or the homes value and does not generate additional 
insurance needs or concerns.  A home renovation also may not contribute to the insurance value of 
the home, but raises insurance questions with respect to liability coverage when a contractor is 
employed.  Contractors should always be insured and requesting a Certificate of Insurance 
from the contractors’ insurance company is an appropriate path for homeowners to follow.  
 

Certificate Of Insurance 
A certificate of insurance is a document issued by an insurance company/broker that 
is used to verify the existence of insurance coverage under specific conditions granted 
to listed individuals. More specifically, the document lists the effective date of the policy, 
the type of insurance coverage purchased, and the types and dollar amount of applicable 
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liability. A certificate of insurance is often demanded in situations where liability and 
large losses are a concern. 

Major construction, including construction of additions to the home, the removal or movement of 
walls and the replacement or reconstruction of roofs, are changes to the property insured and 
generally affect the reconstruction value of the home.  These modifications also present new 
exposure to events that may damage the home.  For example, during the replacement of a roof 
there is great opportunity for a rain shower to cause water damage the homes interior.  In these 
situations a homeowner should request a higher level of cooperation from their contractors in the 
form of being added to their insurance policy as an “additional insured”.   
 

Additional Insured 
A type of status associated with general liability insurance policies that provides coverage 
to other individuals/groups that were not initially named. After endorsement, the 
additional insured will then be protected under the named insurer's policy and can file a 
claim in the event that they are sued 

 
Section 35  
Builders Risk Coverage 
 
The construction of new space in a home necessitates a conversation with the insurance carrier, 
their agent or the broker who placed the policy on behalf of the insured.  The fact that more 
property will exist, increasing the reconstruction cost of the home, is only part of the insurance 
component of a home addition.   
 
The H03 homeowners policy covers “materials and supplies” under Section 1 – Property 
Coverages.  What is not covered is labor or quality of construction.   
 

SECTION 1 – PROPERTY COVERAGES 
A. Coverage A – Dwelling 

1. We cover: 
a. The dwelling on the “residence premises” shown in the Declarations, 

including structures attached to the dwelling; and 
b. Materials and supplies located on or next to the “residence premises” 

used to construct, alter or repair the dwelling or other structures on the 
“residence premises”.  

2. We do not cover land, including land on which the dwelling is located.  
 

 
There are exposures during construction which are not covered under a standard homeowners 
insurance policy.  A builders risk policy provides coverage for construction projects and may be 
needed by homeowners considering additions to their home.   
 
Builders Risk Coverage limits are determined by the value of the completed project.  However, 
following a loss, the insurer will only pay the value of work completed.  For example, if a 
$100,000 project is 50% completed at the time of total loss, the insurer will be responsible for the 
$50,000 loss of materials and labor, not the $100,000 policy limit.  
 

Builders Risk Policy 
A property insurance policy that covers property during the course of construction.  
Most builders risk policies are written on inland marine (rather than commercial property) 
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forms. Coverage generally is written on an all risks basis and typically applies not only to 
property at the construction site, but also to property at off-site storage locations and in 
transit. Builders risk insurance can be written on either a completed value or a reporting 
form basis; in either case, the estimated completed value of the project is used as the limit 
of insurance. 

 
 
Builders Risk insurance can be purchased by homeowners and contractors.  Determining which 
party should secure coverage is not always a straight forward decision.  A general contractor that 
will control all aspects of construction, including sub-contractors, could as practice purchase a 
policy covering the project.  In contrast, a homeowner taking on the responsibility of hiring the 
framing crew, electrician, plumber, finish carpenter, flooring installer, decorator and painter could 
also be the appropriate party to secure coverage.   
 
Some general carpentry contractors, who complete projects start to finish with their own crew, 
may also have limited builders risk coverage built into their general liability policy.  As the 
property owner, it is incumbent upon the homeowner to understand how coverage is provided and 
ensure that details of coverage are included in their project’s contract. 
 
Section 36  
Health Coverage 
 
Marriage creates a new set of consideration for insurance for health insurance. Newly married 
couples have a few options to consider.  As individuals, each party can keep their current health 
plan, even if they are covered under a parent’s family plan, though the new spouse cannot be 
added to plan.  However, the Age 29 Law in New York requires the young adult to be un-married 
as a qualification for continued coverage from age 26 to 29.   
 
Marriage is also a “qualifying event” allowing “special enrollment” to health insurance 
plans.  Also include in the qualifying events are domestic partnerships.  Special enrollment allows 
an individual to add their new spouse to their existing health insurance plan.   
 

Special Enrollment Period (SEP) 
A time outside the yearly Open Enrollment Period when you can sign up for health 
insurance.  
 
You qualify for a Special Enrollment Period if you’ve had certain life events, including 
losing health coverage, moving, getting married, having a baby, or adopting a child. 
 
If you qualify for an SEP, you usually have up to 60 days following the event to enroll in a 
plan. If you miss that window, you have to wait until the next Open Enrollment Period to 
apply. 
 
You can enroll in Medicaid and the Children’s Health Insurance Plan (CHIP) any time of 
year, whether you qualify for a Special Enrollment Period or not. 
 
Job-based plans must provide a special enrollment period of at least 30 days. 
https://www.healthcare.gov/glossary/special-enrollment-period/  

 
There are a number of considerations that should be reviewed, however, before deciding to have 
two individuals on one plan, including the following: 
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• Will there be an increase or decrease in combined expense for the couple if they choose 

one plan? 
• Will either employer offer an incentive to their employee for opting out of their company 

sponsored plan? 
• Does one plan offer improved benefits over the other? 

 
Employers have different responsibility to their employees, under the ACA, depending on their 
size.  Applicable Large Employers (ALE’s), those with 50 or more employees, must either 
offer minimum essential coverage that is “affordable” or pay a penalty.  That coverage must 
provide at least “minimum value” to their full-time employees (and their dependents).  If their 
coverage plan fails to meet the standard, the employer may potentially be required to make an 
“employer shared responsibility payment” to the IRS. This is the employer mandate under the 
ACA.   
 
Small employers, with less than 50 employees, are not required to provide a health insurance 
option, however many, if not most, do offer a health insurance option.     
 
A requirement for individuals to be covered under a health insurance plan, known as the 
“individual mandate,” was also implemented by the ACA.  The individual mandate provision 
included assistance to low income uninsured individuals in the form of premium subsidies, with 
the goal of reducing the uninsured population.  Individuals who fail to obtain health insurance 
coverage may be subject to a penalty which is paid when Federal Income Taxes are filed.   
 
In 2017, Congress passed the ‘‘Tax Cuts and Jobs Act’’ which repeals the individual mandate 
starting in 2019.  
 
Section 37 
Auto insurance updates. 
 
Auto insurance for newly married couples requires changes to individual policies.  While two 
individuals are not required to combine their separate insurance policies, each carrier may 
require all household operators to be disclosed.  Auto policies are rated by insurance carriers 
using a number of factors, including: geographic location; operator(s) age; gender; marital status; 
years of driving experience; driving record; claims history; credit history; previous insurance 
coverage; vehicle type and use; miles driven annually,  coverages, and deductibles. 

Is my insurance company allowed to automatically include my son/daughter on my 
policy? 

Answer: An insurer is permitted to consider all resident operators of an insured vehicle in 
the rating of an automobile policy, including a child, although he/she may only have a 
learner's permit. This is because insurers are permitted to use classifications that reflect a 
possible exposure for liability on the part of the insurer, in the event that bodily injury or 
property damage occurs due to that child's operation of the vehicle. Such a "limited use" 
classification, however, reflects the reduced likelihood of an incident due to "occasional" 
operation by a youthful driver, and is rated lower than if that person were the "principal 
operator." In addition, children living away at school (over 100 miles) are generally 
eligible for a reduced rate. 
http://www.dfs.ny.gov/consumer/faqs/faqs_auto.htm  
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Married couples are statistically proven to have lower risk than non-married drivers.  As a 
result, insurance companies generally provide a discounted rate to married drivers.  Additionally, 
married couples may receive multi-vehicle discounts for having a second car on a policy and a 
multi-policy discount for a renters or homeowners policy with the same insurance carrier. 

 
Issued 3/08/2010  For Immediate Release - NYDFS 
 
GETTING MARRIED? THERE ARE IMPORTANT INSURANCE ISSUES TO 
CONSIDER WHEN A COUPLE TIES THE KNOT 
Auto Insurance – Since all drivers in your household and the location of your home are 
used to determine your premium, it is important to inform your insurer when a new driver 
becomes a resident in your household and/or when you move. Most insurers consider 
married couples a lower risk than single drivers, and depending on the ages of the drivers, 
your insurance may cost significantly less. If each spouse has his or her own car, it is 
usually less expensive to insure both cars on one policy. However, if a spouse has a poor 
driving record, this could also affect your premiums. 

 
Although discounts may be available to married drivers, there are times when combining policies 
is not the best financial choice.  There is an old expression, “Love is blind”; however, insurance 
companies are not.  A new partner may have a troubled past with an expensive price tag.  Factors 
that may not be well known to both partners in a relationship that could have a negative financial 
impact on a combined insurance policy include: speeding and traffic tickets; at-fault accidents; 
lapses in insurance coverage; late insurance payments; and a bad insurance credit score.   
 

 

 
 

 

This expression is first found in Chaucer's Merchant's Tale, circa 1405: 
 
For loue is blynd alday and may nat see. 
 
It didn't at that stage become a commonly used phrase and isn't seen 
again in print until Shakespeare took it up. It became quite a favourite 
line of his and appears in several of his plays, including Two 
Gentlemen of Verona, Henry V and this example from The Merchant 
Of Venice, 1596: 
 
JESSICA: Here, catch this casket; it is worth the pains.  
 
I am glad 'tis night, you do not look on me,  
 
For I am much ashamed of my exchange:  
 
But love is blind and lovers cannot see  
 
The pretty follies that themselves commit;  
 
For if they could, Cupid himself would blush  
 
To see me thus transformed to a boy. 
 
Modern-day research supports the view that the blindness of love is not 
just a figurative matter. A research study in 2004 by University College 
London found that feelings of love suppressed the activity of the areas of 
the brain that control critical thought. 
 
https://www.phrases.org.uk/meanings/love-is-blind.html  

 
The Cobbe Portrait, c. 1610, thought to be 
  a life portrait of William Shakespeare. 
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Section 38  
Millennial Limits Review 
 
Marriage, family, homeownership and increased earnings are all reasons to consider an auto 
insurance coverage review.  These factors change an individual’s need for insurance and may 
change how insurance is viewed.  Insurance is a contract between an individual and a 
company to provide financial protections, or reimbursement against unforeseen losses. 
 
A young adult may only need auto coverage to meet the minimum requirements under New York 
State Law for liability and personal injury protection.  Currently, the minimum limits required are 
25/50/10, or $25,000 per person with $50,000 per accident and $10,000 in property damage plus 
$50,000 in Personal Injury Protection (PIP), commonly known as No-Fault coverage.  
Comprehensive and Collision coverage for damage to the vehicle may be required if a bank or 
other lender has a lien, or monetary interest in the vehicle.   
 
In New York State, auto insurance provides coverage for your actions as well as actions of others.  
Your actions are covered under the liability provision and actions of others are covered under 
Supplemental Uninsured/Underinsured Motorist coverage (SUM).  The goal is for an individual to 
have zero personal financial impact following an accident.   
 
The insuring agreement binds the insurer to “defend” and “settle,” however, that duty ends 
when limits defined in the policy’s declarations page are exhausted.  Individuals should 
understand that this provision applies to the insurance company and not to the insured.  An 
individuals’ liability is not limited and a court’s judgment may exceed an insurance policy 
limit, leaving the individual legally responsible to pay additional money to an injured party. 
 

INSURING AGREEMENT  
 
A. We will pay damages for "bodily injury" or "property damage" for which any "insured" 
becomes legally responsible because of an auto accident. Damages include prejudgment 
interest awarded against the "insured". We will settle or defend, as we consider 
appropriate, any claim or suit asking for these damages. In addition to our limit of liability, 
we will pay all defense costs we incur. Our duty to settle or defend ends when our limit of 
liability for this coverage has been exhausted by payment of judgments or settlements. We 
have no duty to defend any suit or settle any claim for "bodily injury" or "property 
damage" not covered under this policy. 

 
 

Article 51 of the New York Insurance Law aka "The No-Fault Law" 
5102. Definitions. In this chapter: 
  
(d) "Serious injury" means a personal injury which results in death; dismemberment; 
significant disfigurement; a fracture; loss of a fetus; permanent loss of use of a body 
organ, member, function or system; permanent consequential limitation of use of a body 
organ or member; significant limitation of use of a body function or system; or a medically 
determined injury or impairment of a non-permanent nature which prevents the injured 
person from performing substantially all of the material acts which constitute such 
person's usual and customary daily activities for not less than ninety days during the one 
hundred eighty days immediately following the occurrence of the injury or impairment. 
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Section 39  
Personal Liability 
 
The limit of liability, as described in the policy declaration page, determines the amount of money 
an insurer is bound to pay on their insured’s behalf; however, it does not limit the insured’s 
responsibility.  It is generally accepted that higher limits of liability insurance are purchased to 
protect assets that have been gained, whether cash, real property or securities.  However, future 
earnings can also be protected from creditors by insurance. 
 
New York State is one of 12 states with a No-Fault Law.  In a No-Fault state medical expenses for 
personal injuries suffered in an auto accident are paid for by the vehicle insurer without regard to 
negligence, up to a specific dollar amount.  In New York the mandatory minimum amount of 
coverage for Personal Injury Protection (PIP) is $50,000.  Additional PIP coverage can be 
purchased, increasing coverage by $50,000 or $100,000 and is referred to as APIP.   
 
When No-Fault benefits are exhausted and an injured party seeks additional compensation from a 
negligent party, a lawsuit would be filed in a Civil Court, not a Criminal Court.  Before 
proceeding in court, the injured party will need to show that they have sustained a 
“significant injury”.   
 
Article 51 of the New York State Insurance Law, known as the No-Fault Law, provides a 
definition of “serious injury.” 
 

5102. Definitions. In this chapter: 
(d) "Serious injury" means a personal injury which results in death; dismemberment; 
significant disfigurement; a fracture; loss of a fetus; permanent loss of use of a body 
organ, member, function or system; permanent consequential limitation of use of a body 
organ or member; significant limitation of use of a body function or system; or a medically 
determined injury or impairment of a non-permanent nature which prevents the injured 
person from performing substantially all of the material acts which constitute such 
person's usual and customary daily activities for not less than ninety days during the one 
hundred eighty days immediately following the occurrence of the injury or impairment. 

 
Homeowners and Renters insurance policies also provide liability coverage for accidental 
injuries to others.  Limits of liability in homeowners policies are generally $300,000, while the 
limit in renters policies is generally $100,000.  As with auto insurance, higher limits of liability 
coverage are available. 
 
When an individual suffers a “serious injury” as a result of another person’s negligent actions a 
lawsuit may be filed in court to recover compensation for those injuries.  A lawsuit will only be 
filed once the No-Fault benefits are exhausted.  The injured person in a civil suit will be 
referred to as the Plaintiff and the negligent party referred to as the Defendant.    
 
In most situations the injured and negligent parties reach a settlement agreement with the 
negligent party’s insurer providing compensation to the injured party without a Court Action.   
 
A settlement agreement will almost always include an agreement that the injured party will seek 
no further damages from the negligent party. 
 
When an injured party has injuries that exceed the value of an offer made by the negligent party 
and their insurer, they may consider bringing their claim to court to hold the negligent party to a 
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higher limit of responsibility.  Court action is not likely happen if the negligent party is 
impecuniary, or judgment proof.   A person may be deemed judgment proof if they have few 
assets and limited income.   
 

A judgment is a decision made by a Judge is a court of law.  There are different types of 
judgments, however with respect to liability actions a judgment refers to a decision that 
one party owes another compensation of some type, usually monetary, due to their 
negligence.  

 
A criminal conviction may be reached following and accident, with jail, prison time and 
potentially a fine imposed by a court on a guilty party.  Our criminal courts, however, are 
generally not used to compensate victims of accidents.  Civil courts settle disputes between 
individual parties.   
 
In New York State, a civil case may be filed in a Local City or County Court; however those 
Courts are limited to smaller value disputes.  For example, a Justice Court, which is the only court 
where a judge does not need to be a lawyer, cannot hear cases where more than $3,000 worth of 
property or money is in dispute.  County Courts and New York City Courts are limited to matters 
involving amounts of less than $25,000.  Larger claims will be heard in New York State Supreme 
Court, which has the broadest jurisdiction.  The Court of Appeals is the highest court in New York 
State. 
 
The injured party, or plaintiff, is represented by an attorney that they hire personally, while the 
negligent party defendant will be represented by an attorney provided by their insurance company.  
The plaintiff attorney, while hired, may accept to represent the plaintiff on a contingency basis, 
with payment due only if their case is successful and a judgment is declared for the plaintiff.  The 
contingency fee is often 33 percent of the judgment, regardless of the judgment amount and is paid 
from judgment proceeds.   
 
Once a judgment is awarded, the negligent party will be referred to as a Judgment Debtor and the 
plaintiff party will be referred to as the Judgment Creditor.  If necessary, a Sheriff may be 
ordered to secure property from the judgment debtor, through a lien or other enforcement measure, 
to satisfy ensure the judgment creditor receives their compensation. 
 

New York Consolidated Laws, Civil Practice Law and Rules - CVP § 5204. Release of 
lien or levy upon appeal 
 
Upon motion of the judgment debtor, upon notice to the judgment creditor, the sheriff and 
the sureties upon the undertaking, the court may order, upon such terms as justice requires, 
that the lien of a money judgment, or that a levy made pursuant to an execution issued 
upon a money judgment, be released as to all or specified real or personal property upon 
the ground that the judgment debtor has given an undertaking upon appeal sufficient to 
secure the judgment creditor. 

 
When a party is subject to a judgment, their cash holdings and other savings, personal 
property and real estate, including the home they live in, may be subject to lien to ensure 
payment to the injured party.   
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Section 40  
Exemptions from Judgment 
 
Specific assets are protected under New York Law from judgment.  Sections 5205 (Personal 
Property) and 5206 (Real Property) of the Civil Practice Law and Rules, and Sections 282 
(Permissible Bankruptcy Exemption) and 283 (Aggregate Exemption for Certain Annuities and 
Real Property) of the Debtor and Creditor Law regulate the amount of assets that are protected 
from judgment.   
 
The intent of these laws is to prevent the pauperization of an individual by judgment.  These 
statutes establish those items and their dollar values which are not accessible to an injured party 
who becomes a judgment creditor.   
 
Certain aspects of New York Law protecting property from creditors are required to be adjusted 
every three years.  These assets include the value of a personal home, auto and tools used in 
regular performance of employment. 
 

Department of Financial Services 
Legal Notices 
Regulations 
 
Current Dollar Amount of Payments Statutorily Exempt from Enforcement of Judgments 
 
Pursuant to Subparagraph (iii) of Subdivision (l) of Section 5205 of the Civil Practice Law 
and Rules, the Superintendent of the Department of Financial Services is required 
beginning on April 1, 2012, and at each three year interval thereafter, to update the current 
dollar amount of exemption from enforcement of judgments under New York Civil 
Practice Law and Rules Sections 5205(l), 5222(e), 5222(h), 5230(a) and 5232(e). The new 
dollar amount of exemption from enforcement of money judgments is $2750. This amount 
is effective April 1, 2015 and shall not apply to cases commenced before April 1, 2015. 
The next adjustment is scheduled for April 1, 2018. 
 
Exemption from Application to the Satisfaction of Money Judgments 

Current dollar amount of exemption from application to the satisfaction of money 
judgments under New York civil practice law and rules sections 5205 and 5206 and 
exemptions in bankruptcy under debtor and creditor law sections 282 and 283: 

The following reflects the updates to the dollar amount of exemptions from the satisfaction 
of money judgments under civil practice law and rules sections 5205 and 5206 and under 
debtor and creditor law sections 282 and 283 

Statutory Sections 2009 2012 2015 

CPLR § 5205(a)(2) $500 $525 $550 

CPLR §§ 5205(a)(4), (6) and (9) $1,000 $1,050 $1,100 

CPLR § 5205(l) $2,500 $2,625 $2,750 

CPLR § 5205(a)(7) $3,000 $3,150 $3,300 
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CPLR § 5205(a)(8); Debtor and Creditor Law 
§ 282(1) 

$4,000 $4,200 $4,425 

Debtor and Creditor Law § 283(2)(c) $5,000 $5,250 $5,525 

Debtor and Creditor Law § 282(3)(iii) $7,500 $7,875 $8,275 

CPLR §§ 5205(a)(8) and (j)(3); Debtor and 
Creditor Law § 282(1); Debtor and Creditor 
Law §§ 283(1) and (2)(b) 

$10,000 $10,500 $11,025 

CPLR §§5206 (a), (d) and (e) $75,000 $78,800 $82,775 

CPLR §§5206 (a), (d) and (e) $125,000 $131,325 $137,950 

CPLR §§ 5206 (a), (d) and (e) $150,000 $157,600 $165,550 

 
The 2015 amounts are effective on April 1, 2015 and shall not apply to cases commenced 
before April 1, 2015. The next adjustment is scheduled for April 1, 2018. Such 
adjustments shall not apply with respect to restraining notices served or executions 
effected before the date of the adjustment. Nothing in this section limits the judgment 
debtor's exemption rights in this section or under any other law. 
http://www.dfs.ny.gov/legal/legal_notices.htm  

 
A general description of the exemptions listed by the NYDFS 

 
Statutory Sections Practical Application 2015 

CPLR § 5205(a)(2) Personal Property – books $550 

CPLR §§ 5205(a)(4), (6) and (9) (4)Domestic animals and food necessary for 
their well being for 60 days, (6) jewelry and 
(9)cash if no homestead exemption claimed 

$1,100 

CPLR § 5205(l) exmption of banking institution accounts 
into which statutorily exempt payments are 
made electronically or by direct deposit 

$2,750 

CPLR § 5205(a)(7) Tools of the trade $3,300 

CPLR § 5205(a)(8); Debtor and 
Creditor Law § 282(1) 

Personal motor vehicle $4,425 

Debtor and Creditor Law § 283(2)(c) Aggregate of cash  $5,525 

Debtor and Creditor Law § 282(3)(iii) Benefits from crime victim’s reparations 
laws, payment for wrongful death of your 
dependent or a person upon whom you were 
dependent and payments for personal bodily 
injuries 

$8,275 
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CPLR §§ 5205(a)(8) and (j)(3); 
Debtor and Creditor Law § 282(1); 
Debtor and Creditor Law §§ 283(1) 
and (2)(b) 

Personal motor vehicle if equipped for the 
disabled 

$11,025 

CPLR §§5206 (a), (d) and (e) Homestead - All counties not listed below $82,775 

CPLR §§5206 (a), (d) and (e) Homestead - Dutchess, Albany, Columbia, 
Orange, Saratoga, and Ulster counties 

$137,950

CPLR §§ 5206 (a), (d) and (e) Homestead - Kings, Queens, New York, 
Bronx, Richmond, Nassau, Suffolk, 
Rockland, Westchester and, Putnam 
counties 

$165,550

 
There are 9 exemptions categories under Section 5205 of the Civil Practice Law and Rules, which 
apply to personal property.   
 

1. all stoves and home heating equipment kept for use in the judgment 
debtor's dwelling house and necessary fuel there  for one hundred twenty days; 
one sewing machine with its appurtenances; 
 
2. religious texts, family pictures and portraits, and school books used by the 
judgment debtor or in the family; and other books, not exceeding five hundred 
dollars in value, kept and used as part of the family or judgment debtor's library; 
 
3. a seat or pew occupied by the judgment debtor or the family in a place of 
public worship; 
 
4. domestic animals with the necessary food for those animals for one hundred 
twenty days, provided that the total value of such animals and food does not 
exceed one thousand dollars; all necessary food actually provided for the use of 
the judgment debtor or his family for one hundred twenty days; 
 
5. all wearing apparel, household furniture, one mechanical, gas or electric 
refrigerator, one radio receiver, one television set, one computer and associated 
equipment, one cellphone, crockery, tableware and cooking utensils necessary 
for the judgment debtor and the family; all prescribed health aids; 
 
6. a wedding ring; a watch, jewelry and art not exceeding one thousand dollars 
in value; 
 
7. tools of trade, necessary working tools and implements, including those of a 
mechanic, farm machinery, team, professional instruments, furniture and library, 
not exceeding three thousand dollars in value, together with the necessary food 
for the team for one hundred twenty days, provided, however, that the articles 
specified in this paragraph are necessary to the carrying on of the judgment 
debtor's profession or calling; 
 
8. one motor vehicle not exceeding four thousand dollars in value above liens 
and encumbrances of the debtor; if such vehicle has been equipped for use by a 
disabled debtor, then ten thousand dollars in value above liens and 
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encumbrances of the debtor; provided, however, that this exemption for one 
motor vehicle shall not apply if the debt enforced is for child support, spousal 
support, maintenance, alimony or equitable distribution, or if the state of New 
York or any of its agencies or any municipal corporation is the judgment 
creditor; and 
 
9. if no homestead exemption is claimed, then one thousand dollars in personal 
property, bank account or cash…   

(Item 9 is further clarified in law to establish funds that are inaccessible or limited 
to judgment creditors, including retirement funds.) 

 
 
Section 41  
Homestead Exemption 
 
The largest exemption from a judgment is for the home an individual lives in and is known as the 
Homestead Exemption.  Other items covered are personal property, animals and food needed to 
properly care for them, wedding rings and other jewelry, cash and certain securities, tools of the 
trade and motor vehicles.  Each of these items are exempt from judgment to a specific limit 
defined by law.   
 
The limit of exemption for the home in which a person resides depends on where the home is 
located.  There are 3 different limits for the Homestead Exemption in New York State, 
defined by county.  New York City, Suffolk, Nassau, Westchester, Rockland and Putnam 
Counties currently exempt to $165,550.  Albany, Columbia, Dutchess, Ulster, Orange and 
Saratoga Counties set at $137,950.  All other counties have an exemption limit of $82,775.  These 
limits are doubled for married couples.  These limits are set to be adjusted in April of 2018. 
 
Equity in a person’s home is off limits to a judgment of liability to a certain limit. Equity is 
calculated by taking the market value of a home and then subtracting outstanding mortgages on the 
property.  The New York State Department of Taxation and Finance reported that in 2016 the 
median sale price for a home in Albany County was $203,000.  The exemption for an individual in 
Albany County for 2016 is $137,950.  Assuming the home is newly purchased with standard 
mortgage down payment of 20%, or $40,600, the mortgage outstanding would be $162,400 and 
the equity would be only the down payment amount of $40,600.  For an individual who owned 
their home outright, there would be $203,000 in equity and $65,050 available to a creditor.  
For a married couple, the exemption is doubled and the homestead exemption would be $275,900.   
 
Home 
Value 

Mortgage 
Owed 

Equity Single 
Exemption 

Married 
Exemption 

Available to Creditor 
Single / Married 

$203,000 $162,400 $40,600 $137,950 $275,900 $0 / $0 
$400,000 $100,000 $300,000 $137,950 $275,900 $162,050 / $24,100 
$600,000 $100,000 $500,000 $137,950 $275,900 $362,050 / $224,100 

 
In addition to current assets owned by an individual, future earnings may be attached as well.  A 
wage garnishment, under most circumstances, can attach up to 10% of a debtor’s gross earnings.   
 
 
 
 



 78

Section 42  
ERISA Judgment Protections 
 
Also protected are certain retirement accounts.  ERISA accounts, which do not include IRAs, 
are protected under Federal Law.  ERISA accounts are generally setup by an employer for the 
benefit of the employee during their retirement.  ERISA plans include defined benefit plans, 
commonly referred to as pensions, and 401k plans.   
 

A pension is a plan established and maintained by an employer for the benefit of their 
employees and beneficiaries with a primary purpose being the provision of definite and 
determinable benefits for the employee, usually for life, once they retire 
 
ERISA - The Employee Retirement Income Security Act of 1974 (ERISA) is a federal 
law that sets minimum standards for most voluntarily established pension and health plans 
in private industry to provide protection for individuals in these plans. 

 
A 401(k) is a feature of a qualified profit-sharing plan that allows employees to contribute 
a portion of their wages to individual accounts. 

 
Not protected under Federal ERISA Law are Individual Retirement Account (IRA) plans.  IRA 
plans are partially protected from judgments under New York State law.   
 

An IRA (Individual Retirement Account) is an account set up at a financial institution that 
allows an individual to save for retirement with tax-free growth or on a tax-deferred basis. 
The three main types of IRAs: Traditional, Roth and Rollover. 

 
While Federal Law provides some protections for ERISA compliant plans, New York Law also 
provides additional protections.  In addition to those exemptions which described above and 
adjusted every three years, Section 5205 c of the Civil Practice Law addresses fund held in Trust 
for the judgment debtor.   
 

 (c) Trust exemption. 1. Except as provided in paragraphs four and five of this subdivision, 
all property while held in trust for a judgment debtor, where the trust has been created by, 
or the fund so held in trust has proceeded from, a person other than the judgment debtor, is 
exempt from application to the satisfaction of a money judgment. 

 
Protection against judgment is insurance.  Determining the proper amount of insurance can be 
challenging.  For young individuals and couples, determining whether they need higher liability 
coverage can be difficult.  Some factors to consider are lifestyle habits, such as whether they 
entertain guests often, serve on boards for community organizations and the number of additional 
exposures they have, including boats and vacation properties.  An additional consideration is to 
apply a reversal of roles thought process wherein the client looks at how a claim might impact 
their own life and how the limit of insurance might be either appropriate or inappropriate to cover 
their loss. 
 
Section 43  
Lost Policy Release (LPR) & Broker of Record (BOR) 
 
When owners of two separate auto insurance policies want to combine their coverage into a single 
policy, either one or both original policies will need to be cancelled.  The cancellation of 
insurance by the insured requires a written acknowledgement from the insured to the 
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insurance carrier.  The term “lost policy release” or LPR, is commonly used, however the 
standard ACORD 35 form is titled Cancellation Request/Policy Release.   
 
Historically, individuals would surrender their actual physical copy of their insurance policy when 
requesting cancellation.  If the original paper policy document was unavailable, or “lost”, the 
insured would “release” the insurer from their responsibility with a signed acknowledgement of 
their intent to cancel the policy.  Today the ACORD 35 is commonly used, although individual 
insurance companies may accept other forms of lost policy release or policy cancellation forms. 
 
Broker Of Record 
 
Another form that consumers may see is the Agent/Broker of Record (BOR) change request.  
The BOR does not cancel an insurance policy but does change the insured’s representative 
from one producer to another.  A BOR may be used if an insured moves from one part of a state 
to another and wishes to work with a producer in their new community while maintaining their 
original insurance policy.  The ACORD 36 is commonly used however other forms and 
documents may also be acceptable.   
 
Section 44  
Jewelry, Boats and Motorized Fun 
 
The luxury of disposable income allows for the enjoyment of life with travel, jewelry, boats, 
motorcycles, recreational vehicles and many other items.  These items may either be not covered, 
or only partially covered, in a standard homeowners policy.  Boats, snowmobiles, and ATVs are 
required to be registered with the Department of Motor Vehicles before they are used on 
public lands and waterways, however, they do not necessarily need to be insured.  Specialized 
insurance for boats, snowmobiles and ATVs is widely available and sometimes sold by 
homeowner and auto insurers with discounted rates applied as a package benefit. 
 
Homeowners policies have expanded during the past 100 years to go beyond simple fire coverage.  
From the first regulations in 1886, to the New York Standard Fire Policy revision of 1943 
which gave us the 165 line policy language, and then the introduction of the ISO package of 
coverages in the modern homeowners policies, there has been expansion of coverage to benefit the 
insured.  Today, a homeowners insurance policy provides coverage for personal property, 
however that coverage may be limited coverage for certain items.  Purpose built policies are 
often needed or preferred when dealing with motorized items, boats and recreational vehicles.  
Jewelry may also need increased limits under the homeowners coverage or an additional 
“Inland Marine” policy rider.   
 
The H03 policy Personal Property coverage section identifies “Property Not Covered”.  Included 
there are “Articles separately described and specifically insured”, which include “Animals, 
birds or fish” and “Motor Vehicles”.  The H03 does provide coverage for “motor vehicles” used 
for property maintenance, such as a riding lawn mower, and personal mobility for handicapped 
individuals. 
 
 

SECTION I – LIABILITY COVERAGES 
Coverage C – Personal Property 
4. Property Not Covered  

We do not cover: 



 80

a. Articles separately described and specifically insured, regardless of 
the limit for which they are insured, in this or other insurance; 

b. Animals, birds or fish; 
c. “Motor vehicles”. 

(1) This includes: 
a. Their accessories, equipment and parts; or 
b. Electronic apparatus and accessories designed to be 

operated solely by power from the electrical system of the 
“motor vehicle”.  Accessories include antennas, tapes, 
wires, records, discs or other media that can be used with 
any apparatus described above. 

The exclusion of property described in (a) and (b) above 
applies only while such property is in or upon the “motor 
vehicle”. 

(2) We do cover “motor vehicles” not required to be registered for use 
on public roads or property which are: 

a) Used solely to service an “insured’s” residence; or 
b) Designed to assist the handicapped.   

 
Section 45  
Travel abroad 
 
Personal Liability under a homeowners or renters policy follows an insured anywhere in the 
world.  If there is accidental damage to another persons property or if they suffer a personal injury, 
homeowners and renters insurance will provide both the defense and damages up to the policy 
limit.  Personal liability under a homeowners policy does not provide coverage for travel related to 
business.   
 
Personal Property limits also follow an insured up to the limits listed under Special Limits of 
Liability in the policy.  Under an H03 policy, the total limit of coverage for property away from 
the listed residence is generally 10% of the total limit of the policy or $1,000, whichever is 
greater.  However, certain items have a specific limit.   
 

 
 
H03 – HOMEOWNERS SPECIAL FORM 
Coverage C – Personal Property  
 

1. Covered Property 
We cover personal property owned or used by an “insured” while it is anywhere in 
the world.  After a loss and at your request, we will cover personal property 
owned by: 
a Others while the property is on the part of the “residence premises” occupied 

by an “insured”; or 
b   A guest or a “residence employee”, while the property is in any residence 

occupied by an “insured”. 
2.  Limit For Property At Other Residences 

Our limit of liability for personal property usually located at an “insured’s” 
residence, other than “residence premises”, is 10% of the limit of liability for 
Coverage C, or $1,000, whichever is greater.  However, this limitation does not 
apply to personal property: 
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a. Moved from the “residence premises” because it is being repaired, renovated 
or re-built and is not fit to live in or store property in: or 

b. In a newly acquired principal residence for 30 days from the time you begin to 
move the property there. 

 
3 Special Limits Of Liability 

The special limit for each category shown below is the total limit for each loss for 
all property in that category.  These special limits do not increase Coverage C 
limit of liability. 
a. $200 on money, bank notes, bullion, gold other than goldware, silver other 

than silverware, platinum other than platinumware, coins, medals, script, 
stored value cards and smart cards. 

b. $1,400 on securities, accounts, deeds, evidences of debt, letters of credit, notes 
other than bank notes, manuscripts, personal records, passports, tickets and 
stamps.  This dollar limit applies to these categories regardless of the medium 
(such as paper or computer software) on which the material exists. 
This limit includes the cost to research, replace or restore the information 
from the lost or damaged material. 

c. $1,400 on watercraft of all types, including their trailers, furnishings, 
equipment and outboard engines or motors. 

d. $1,500 on trailers or semitrailers not used with watercraft of all types. 
e. $1,500 for loss by theft of jewelry, watches, furs, precious and semiprecious 

stones. 
f. $2,500 for loss by theft of firearms and related equipment. 
g. $2,500 for loss by theft of silverware, silverplated ware, goldware, gold-plated 

ware, platinumware, platinum plated ware and pewterware.  This includes 
flatware, hollowware, tea sets, trays and trophies make of or including silver, 
gold or pewter. 

h. $2,500 on property, on the “residence premises”, used primarily for 
“business” purposes. 

i. $500 on property, away from the “residence premises”, used primarily for 
“business” purposes.  However, this limit does not apply to loss to electronic 
apparatus and other property described in Categories j. and k. below. 

j. $1,500 on electronic apparatus and accessories, while in or upon a “motor 
vehicle”, but only if the apparatus is equipped to be operated by power from 
the “motor vehicle’s” electrical system while still capable of being operated 
by other power sources.   
Accessories include antennas, tapes, wires, records, discs or other media that 
can be used with any apparatus described in this Catory j. 

k. $1,500 on electronic apparatus and accessories used primarily for “business” 
while away from the “residence premises” and not in or upon a “motor 
vehicle”.  The apparatus must be equipped to be operated by other power 
sources. 
Accessories include antennas, tapes, wires, records, discs or other media that 
can be used with apparatus described in this Category K. 
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Section 46  
Auto insurance while traveling  
 
Automobile travel is covered by insurance companies without restriction within the United 
States, and drivers pay little attention to crossing state lines while driving.  On our northern 
border, New York State shares 445 miles with Canada, a foreign Country.  There are more than a 
dozen vehicle-crossing points, from Rouses Point at the northern end of Lake Champlain joining 
the Province of Quebec, to the Peace Bridge between Buffalo and Fort Erie in the Province of 
Ontario.  Four of the busiest crossings between the United States and Canada are in New York 
State and trade with this neighbor to our north is in excess of $30 Billion annually.   
 
In New York State, all personal auto insurance policies provide coverage when traveling in 
Canada.  
 

PERSONAL AUTO 
PP 00 01 01 05 
 
PART F – GENERAL PROVISIONS 
 
POLICY PERIOD AND TERRITORY 

A. This policy applies only to accidents and losses which occur: 
1 During the policy period as shown in the Declarations; and 
2 Within the policy territory. 

B. The policy territory is: 
1 The United States of America, its territories or possessions; 
2 Puerto Rico; or 
3 Canada. 

This policy also applies to loss to, or accidents involving, “your covered 
auto” while being transported between their ports. 

 
Although a passenger vehicle can travel with no additional documentation, individuals cannot.  
Individuals crossing the border from New York to Canada must present special documents 
that show their citizenship at all border crossings.   
 

U.S. citizens visiting Canada will be required to present one of the travel documents listed 
here: 

• U.S. Passport 
• U.S. Passport Card 
• Enhanced Driver’s License (Issued by New York, Michigan, Vermont and 

Washington only) 
• Trusted Traveler Program Cards such as NEXUS, SENTRI or FAST enrollment cards 
• Special Audiences (Special documents for U.S. Lawful Permanent Residents, U.S. 

Military, Native Americans, and Boaters; birth certificates for children under the age 
of 16). 

 
The New York State Department of Motor Vehicles offers an “Enhanced Drivers License” 
(EDL) which satisfies border crossing requirements between the U.S. and Canada.  An EDL can 
be applied for at any NY-DMV office.  In addition to bringing documents that establish 
Citizenship and Residency, a fee of $30 is required with the application for an EDL.   
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What is an enhanced driver license (EDL)? 
 

An enhanced license (permit, or non-driver ID) is a New York State DMV issued 
document that you can use instead of a passport to return to the US by land or sea from 
Canada, Mexico and some countries in the Caribbean. New York's EDL is compliant with 
the Western Hemisphere Travel Initiative (WHTI). 1 It is not acceptable for air 
travel between these countries.  We recommend you contact your travel agent, your cruise 
line or the specific countries of destination to verify your travel document requirements. 
  
An enhanced license, permit or non-driver ID is Federal REAL ID compliant and is 
accepted to board a domestic flight (within the US), enter military bases, and certain 
federal facilities.  
  
You must be a US Citizen 
Only US citizens who are residents of New York can apply for a New York State EDL. 
 Additional information 
Learn more about enhanced, REAL ID and standard documents.  
https://dmv.ny.gov/driver-license/get-enhanced-driver-license-edl  

 
Travel to Mexico is not covered by personal auto insurance policies.  The Mexican 
Government does not recognize U.S. auto insurance policies.  Travel to Mexico in a personal 
vehicle requires an insurance policy issued by a Mexican insurance company.  In addition, there 
are limits to where a drivers license issued in the United States is accepted in Mexico.   
 

U.S. DEPARTMENT OF STATE – BUREAU OF CONSULAR AFFAIRS 
International Travel - Mexico 
 
U.S. driver’s licenses are valid in Mexico. Mexican law requires that only owners drive 
their vehicles, or that the owner be inside the vehicle. Mexican insurance is required for all 
vehicles, including rental vehicles. Mexican liability insurance is recommended in the 
event of a vehicle accident. Driving under the influence of alcohol, using a mobile device 
while driving, and driving through a yellow light are all illegal in Mexico. 
 
If you drive your vehicle into Mexico 20-25 km south of the border (the area varies in the 
state of Sonora, for more information see the Mexican Customs Solo Sonora website – 
Spanish only), you must apply for a temporary vehicle import permit with Mexican 
Customs, BANJERCITO, or at some Mexican Consulates in the United States. The permit 
requires the presentation of a valid passport and a monetary deposit that will be returned to 
you upon leaving Mexico before the expiration of the permit. Failing to apply for a 
temporary vehicle import permit may lead to impoundment. For more information, see the 
Mexican Customs website ( English version). 
 
Motor vehicle accidents are a leading cause of U.S. citizen deaths. If you have an 
emergency while driving, dial “911.” If you are driving on a toll highway (“cuota”) or any 
other major highway, you may contact the Green Angels (Angeles Verdes website – 
Spanish only), a fleet of trucks with bilingual crews, at (01) (55) 5250-8221. 
https://travel.state.gov/content/travel/en/international-travel/International-Travel-Country-
Information-Pages/Mexico.html  

 
International travel is excluded from coverage under auto insurance policies issued in the United 
States.  Insurance from rental car companies is highly advisable.  While many countries will honor 
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a drivers license issued in the U.S., some may require an International Driving Permit.  An 
International Driving Permit (IDP) is issued is accepted in 150 Countries around the world.  
Individuals can obtain and IDP from only two organizations in the United States, the American 
Automobile Association and the American Automobile Touring Alliance.  An International 
Driving Permit for Americans can only be issued in the United States. 
 

 
Planning to rent a car and venturing out into the world on your own? Plan to obtain an 
International Driving Permit before you go. 
 
Why Carry an IDP? 
Your IDP is a valid form of identification in 150 countries worldwide and contains your 
name, photo and driver information. It translates your identification information into 10 
languages — so it speaks the language even if you don't. Most countries highly 
recommend an International Driving Permit. 
 
Another country cannot issue an IDP to be used in conjunction with a US driver’s license. 
An IDP accompanying a US driver’s license can only be issued in the USA. 
See ALREADY OVERSEAS  
 
Many countries require an IDP to drive legally. Fines for driving without an IDP can be 
quite costly. Check countries requirements before travel.  
 
An IDP gives you peace of mind while you're out exploring the world - even if you're not 
planning to drive! 
 
How to Apply? 
AAA is one of only two private entities in the U.S. authorized by the U.S. Department of 
State to issue an IDP.*  
 
You will need to provide: 

• Download and fill out an application, and bring it to your nearest AAA branch 
office**. 

• Two original passport pictures (also available at AAA branch offices**). 
• A valid U.S. driver's license. 
• Pay $20 USD permit fee and you're ready to go! 

If you are not able to visit your nearest AAA branch office, your IDP can be obtained 
through the mail. Simply enclose the following and mail them to the AAA office nearest 
you (check locally for payment options): 

• Your completed IDP application form 
• Two original passport pictures each signed on the back 
• $20 USD permit fee 
• A photocopy of both sides of your driver's license 
• If desired, include additional U.S. funds for expedited return mail service. 

See USPS.com, Fedex.com or UPS.com for rates. 
 
* International Driving Permits may not be issued more than six (6) months in advance of 
desired effective date. 
**Contact the AAA branch office directly to verify IDP Services is available. 
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Section 47  
Life Insurance 
 
The personal economic responsibilities of average Millennials will continue to increase over the 
next few decades.  Although student loan debt will decrease for most, other debts will likely rise as 
will the reliance on regular income to maintain their households.  The purchase of life insurance by 
Millennials to ensure the financial stability of their family, should they die prematurely, is a 
logical consideration.  Determining which type of insurance to purchase, how much coverage to 
purchase, and ultimately finding a “meeting of the minds”, may be a challenge.   
 

Meeting of the Minds (Mutual Assent) 
Both parties must understand what they are contracting for.  In the case of Life policies, 
this is usually not a problem since an application must be completed and signed by the 
applicant and the insurance company knows it is being asked to insure the applicant.  In 
addition, the applicant is often given literature and frequently there is at least one 
interview with an Agent.  However, an Agent should clearly explain the coverage being 
applied for.  Giving the applicant a filled-in company proposal form is also useful here. 
Werbel Life Insurance Primer 2000 

 
Risk 
 
For many individuals, the first experience with insurance is dictated as something we are required 
to purchase, as is the case with auto insurance.  However, the purchase of life insurance is usually 
optional.  Although it may also be easy to justify why life insurance is not necessary, the 
arguments for life insurance are persuasive.   
 

Among the arguments against life insurance are: 
Mortality odds in your favor 
Good health 
Coverage through work 
Expense 
Absence of children or spouse 
Fear of the mortality 

 
Arguments for life insurance can be equally persuasive and include: 
 Financial security 
 Low cost 
 Limits of coverage through work 
 Non taxable benefit 
 Children or spouse 

 
Addressing the objections to purchasing life insurance begins with the obvious fact that we all will 
die at some point, although we each may hope to beat the actuarial mortality table estimate.  For 
those first Millennials, born in 1980, their life expectancy at birth was 70.7 years for men and 
78.1 years for women.  Their children born in 2014 have increased their longevity with males 
expected to live for 76.33 years and females can expect to live to be 81.11 years old.  To the 
Millennials benefit, the 2014 SSA Actuarial Life Table reports that those still living in 2014 have 
increased their own life expectancy  to 77.9 and 82 for men and women respectively.   
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The Social Security Administration (SSA) publishes Actuarial Life Tables with statistical data 
on life expectancy.    
  
 

 

 

Social Security 
Period Life Table, 2014

   

 Male   Female   

Exact 
Age 

Death 
Probability 

Number of 
Lives 

Life 
Expectancy 

Death 
Probability

Number of 
Lives 

Life 
Expectancy

0 0.006322 100000 76.33 0.005313 100000 81.11 
5 0.000162 99261 71.89 0.000116 99383 76.61 
20 0.001019 98802 57.18 0.000373 99146 61.77 
25 0.001349 98204 52.51 0.000524 98929 56.9 
30 0.001498 97520 47.86 0.000673 98641 52.06 

https://www.ssa.gov/oact/STATS/table4c6.html  
 
Life insurance is not typically sold to Millennials as a plan for their statistically-expected death 
late in life, but rather for their premature death earlier in life.  While a relatively few, 3,086 males 
and 1,649 females out of 100,000 born in 1980, have died before reaching age 34, another 16,314 
males and 12,086 females will likely die before reaching age 65.  The odds against outliving an 
individual’s income earning years increase every day.  Life insurance is often sold to reduce the 
economic impact of lost financial contribution to a household due to a premature death.  There are 
other reasons for life insurance as well, including business partnerships and loan security. 
 
Determining the amount of life insurance to purchase and which form of life insurance to purchase 
today often involves a complicated analysis of needs, resources and personal risk.   
 
Risk, with respect to life insurance, comes in two forms, Pure and Speculative.  Pure risks are 
those where a loss (death) does not present an opportunity for gain.  Life insurance companies do 
not want to enter a contract where their responsibility to pay a claim offers a greater monetary 
settlement than would be realized if their insured were to remain living.  Speculative Risks, on the 
other hand, present the beneficiary a clear gain upon the death of the insured.  Speculative risks 
are not insurable, since there may be an incentive for the beneficiary to cause the insured to 
die prematurely.    
 
To prevent speculative risk in life insurance there is a requirement for the purchaser of life 
insurance to have an insurable interest in the life of the insured.   
 

Insurable Interest - For persons related by blood, a substantial interest established 
through love and affection, and for all other persons, a lawful and substantial economic 
interest in having the life of the insured continue. An insurable interest is required when 
purchasing life insurance on another person. 
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When purchasing a life insurance policy, there are three important terms to clarify, insured, 
beneficiary and policyowner.  It is also important to understand that the policyowner does not 
need to be the insured or the beneficiary.  
  

Insured - The person whose death causes the insurer to pay the death claim to 
the beneficiary, who can be a person, trust, estate, or business.  
Beneficiary - The person named in the policy to receive the insurance proceeds at the 
death of the insured. Anyone can be named as a beneficiary. 
Policyowner - The person who owns a life insurance policy. This is usually the insured 
person, but it may also be a relative of the insured, a partnership or a corporation. 

 
The next step in purchasing life insurance is determining the amount of insurance needed.  There 
are two primary methods used to identify an appropriate limit for an individual’s life insurance, the 
Human Life Value approach and the Needs approach.   
 
In the human life value approach, an individual’s earnings through their expected working years 
are calculated and from that total is subtracted taxes paid as well as living expenses for that 
individual.  As an example, an individual earning $100,000 annually, with 10 years of work 
remaining before retirement, will have gross earnings of $1million.  If that individual pays 
$25,000 annually in taxes and spends another $25,000 annually on their own living expenses, 
which include food, clothing and automobile expenses, will have a net of $50,000 per year and 
total human life value of $500,000 before their retirement.  Since there are no new employment 
earnings after retirement, there is no calculation of earnings, even from investments, following 
retirement.   
 
The needs approach looks at the financial responsibility of the individual to be insured.  Current 
and future financial obligations are analyzed to determine how much coverage should be 
purchased utilizing the needs approach.  Current obligations, such as mortgage payments and 
living expenses are one component while future expenses including children’s college tuition and 
weddings would be a second component.  The sum of these expenses over time determines the 
limit of insurance needed.  
 
Life insurance, provided as an employee benefit, typically offers a multiple of annual salary 
earned.  While this is a benefit to the employees survivors, professionals typically view this life 
insurance benefit as insufficient to cover all of an individual’s dependent’s needs, especially for 
workers early in their careers. 
 
The next challenge is determining the form of insurance that will best fit the insured’s needs.  Life 
insurance can be either Term or Permanent.   
 

Term Insurance: Life insurance written for a specific time period and payable only if the 
policyholder dies within that time period. 
 
Permanent life insurance policy: Type of life insurance (other than term insurance) that 
accrues cash value and is designed for long-term, or permanent, needs of a policyholder. 
This Includes whole, universal and variable life, among others. 

 
When evaluating the choice between Term Life Insurance and a Permanent Life Insurance policy, 
there are many factors to consider.  Often, the greatest consideration is the premium needed to 
purchase the level of insurance needed, whether that determination is arrived following a Human 
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Life Value or Needs approach.  To illustrate the differences in premium, consider a 35-year-old 
married couple where each spouse is projected to need $2 million in life insurance.   
 
Compare a 30-year term policy premium with a variable whole life premium from an expense 
viewpoint only.  A male, in good health might pay $148 per month and $1,780 per year, while a 
female might pay $123 per month and $1,475 per year.  Over the full term, the costs of the policies 
will be $53,400 and $44,280, respectively.   
 

Insured 30 Year Term Cost Benefit Total Premium 
Paid 

35 Year Old 
Female 

$123 M / $1,475 Y $2,000,000 $44,250 

35 Year Old 
Male 

$148 M / $1,780 Y $2,000,000 $53,400 

 
At the end of the Term Life Insurance policy, if an insured is still living, there is no benefit 
paid.  Using this example, if the monthly premium were invested regularly with an annual return 
of 6% the net proceeds would be $95,551 and $79,411 respectfully, providing significantly less 
benefit to survivors should the individual choose to invest rather than insure him or herself.   
 
Term Life Insurance has a lower premium than Permanent Life Insurance due to the fact that 
there is no guaranteed payout by the insurer.  The average individual will outlive their policy 
“term”, thus allowing their premium paid to effectively cover additional lives and spread the risk 
to the insurer. 
 
Permanent Life Insurance is a significantly more expensive option than Term Insurance; however, 
it does have the advantage of cash accumulation.  Under a Variable Life Insurance policy (a form 
of permanent), a 35 year old male might have an annual premium of $10,840 with a female paying 
$9,298 for the same $2 million limit in coverage.  The premiums paid accumulate and are 
compounded by interest earned over time.  However, the premiums and interest need to eventually 
equal the face value of the policy; $2 million in this example.   
 
Some policies allow for accumulated cash and dividends earned by the policy to pay the 
policy premium, relieving that burden from the policyholder.  In addition, the accumulated cash 
value of the policy may be available to the policyowner as a loan that is tax-free.  Accumulated 
cash used to pay policy premiums will be considered a “cash surrender”.   

Cash Value Life Insurance Definition 
 
Cash value life insurance is a type of permanent insurance policy consisting of a “death 
benefit,” which is a standard part of all life insurance policies, as well as a cash value 
accumulation feature. Whole life, universal life, and variable life insurance are the three 
primary types of cash value life insurance. 
 
When you pay your premium, a portion of that payment is allocated towards the cash 
value. The life insurance company invests the money into a conservative-yield form of 
investment. The cash value grows over time as you continue to pay your premium and 
through the interest you earn. 
The life insurance cash value is the amount of money you have built up through your 
premium and investment interest for the length of time you have owned the policy.   
https://www.trustedchoice.com/life-insurance/coverage-basics/cash-value/  
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Life insurance is never sold as an investment and life insurance should not be considered to be 
a method of investing cash.  Permanent life insurance does accumulate cash, over time.  The 
accumulated cash value in most permanent life insurance policies is available to the policy owner.  
The policyholder, or policy owner, has control over the policy.  The policyholder is not required 
to be the insured or the beneficiary.  The accumulated cash may be used to make premium 
future payments on a the life insurance policy, however the policyholder should understand that 
such payments reduce the policy cash surrender value and may decrease the policy benefit upon 
death of the insured. 
 

Insured Permanent Life 
Annual 
Premium 

Benefit Cash Surrender 
Value – 30 
years 

Cash Surrender 
Value 40 years 

35 Year Old 
Female 

$9,298 $2,000,000 $21,302 $113,609 

35 Year Old 
Male 

$10,840 $2,000,000 $26,015 $138,747 

 
There are several different versions of Permanent Life Insurance products available on the market 
today.  In addition, there are policy riders that enable the insured flexibility with policy benefits.  
Two common riders are a Disability Waiver of Premium and Disability Income Rider.  Under 
the Waiver of Premium rider, the insurer will pay the regular policy premium should the insured 
become disabled and unable to make regular payments.  The Disability Income rider enables the 
insured to collect regular income from the life insurance policy, usually for a set period of time. 
 
 
 
Section 48  
Chapter 4 Review 
 

Wedding insurance, or special event insurance, has become more popular in recent years. 
Policies typically cover liability, cancellation and postponement, loss of jewelry and loss 
of deposits. 
 
Travel insurance can provide coverage for: trip cancellation, interruption and delay; 
baggage loss and delay; medical and dental coverage; accidental death; emergency 
services including lost passport and visa assistance, medical evacuation and repatriation, 
and emergency cash advance.   
 
A license is required to sell Travel Insurance in New York State, however a limited license 
is available to travel agents. 
 
Most homes are insured on a replacement cost basis, however, actual cash value policies 
and provisions are common.   
 
Contractors should always be insured and requesting a Certificate of Insurance from the 
contractors’ insurance company is an appropriate path for homeowners to follow. 
 
A certificate of insurance is a document issued by an insurance company/broker to verify 
the existence of insurance coverage under specific conditions granted to listed individuals. 
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Additional Insured is a type of status associated with general liability insurance policies 
that provides coverage to other individuals/groups that were not initially named. 
After endorsement, the additional insured will then be protected under the named insurer's 
policy and can file a claim in the event that they are sued 
 
Construction is not covered under a standard homeowners insurance policy. 
 
Builders Risk Policy is a property insurance policy that covers property during the course 
of construction. 
 
Marriage is also a “qualifying event” allowing “special enrollment” to health insurance 
plans. 
 
Special Enrollment Period (SEP) is a time outside the yearly Open Enrollment Period 
when you can sign up for health insurance.  
 
Under the ACA, Applicable Large Employers (ALE’s) are those with 50 or more 
employees. 
 
The employer mandate under the ACA requires Large Employers (ALE’s), those with 50 
or more employees, to have coverage plan that meet certain standards and is known as the 
“employer shared responsibility payment”. 
 
A requirement for individuals to be covered under a health insurance plan, known as the 
“individual mandate”. 
 
In 2017, Congress passed the ‘‘Tax Cuts and Jobs Act’’ which repeals the individual 
mandate starting in 2019.  
 
An insurance carrier may require all household operators to be disclosed. 
 
Married couples are statistically proven to have lower risk than non-married drivers. 
 
Insurance is a contract to between an individual and a company to provide financial 
protections, or reimbursement against unforeseen losses. 
 
The automobile insuring agreement binds the insurer to “defend” and “settle,” however, 
that duty ends when limits defined in the policy’s declarations page are exhausted.   
 
An individuals’ liability is not limited and a court’s judgment may exceed an insurance 
policy limit, leaving the individual legally responsible to pay additional money to an 
injured party. 
 
Before proceeding in court, the injured party will need to show that they have sustained a 
“significant injury”.   
 
Homeowners and Renters insurance policies provide liability coverage for accidental 
injuries to others. 
 
A person may be deemed judgment proof if they have few assets and limited income. 
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The largest exemption from a judgment is for the home an individual lives in and is known 
as the Homestead Exemption 
 
There are 3 different limits for the Homestead Exemption in New York State, defined by 
county. 
 
ERISA accounts, which do not include IRAs, are protected from judgment under Federal 
Law. 
 
The cancellation of insurance by the insured requires a written acknowledgement from the 
insured to the insurance carrier.  The term “lost policy release” or LPR, is commonly used, 
however the standard ACORD 35 form is titled Cancellation Request/Policy Release.   
 
The Broker of Record (BOR) does not cancel an insurance policy but does change the 
insured’s representative from one producer to another. 
 
The New York Standard Fire Policy revision of 1943 gave us the 165 line policy language. 
 
Jewelry may need increased limits under the homeowners coverage or an additional 
“Inland Marine” policy rider. 
 
Personal Liability a homeowners or renters policy typically follows an insured anywhere 
in the world. 
 
The total limit of coverage for property away from the listed residence is generally 10% of 
the total limit of the policy or $1,000, whichever is greater. 
 
Boats, snowmobiles, and ATVs are required to be registered with the Department of 
Motor Vehicles before they are used on public lands and waterways, however, they do not 
necessarily need to be insured.   
 
A homeowners insurance policy provides coverage for personal property, however that 
coverage may be limited coverage for certain items. 
 
Personal Liability under a homeowners or renters policy follows an insured anywhere in 
the world 
 
the total limit of coverage for property away from the listed residence is generally 10% of 
the total limit of the policy or $1,000, whichever is greater. 
 
Within the United States, automobile travel covered by insurance companies without 
restriction 
 
Personal auto insurance policies provide coverage when traveling in Canada. 
 
Travel to Mexico is not covered by personal auto insurance policies 
 
The Social Security Administration (SSA) publishes Actuarial Life Tables with statistical 
data on life expectancy 
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Risk, with respect to life insurance, comes in two forms, Pure and Speculative.  
Speculative Risks present the beneficiary a clear gain upon the death of the insured and are 
unacceptable for life insurance.  
 
There is a requirement for the purchaser of life insurance to have an insurable interest in 
the life of the insured. 
 
Insured - The person whose death causes the insurer to pay the death claim to 
the beneficiary, who can be a person, trust, estate, or business.  
 
Beneficiary - The person named in the policy to receive the insurance proceeds at the 
death of the insured. Anyone can be named as a beneficiary. 
 
Policyowner - The person who owns a life insurance policy. This is usually the insured 
person, but it may also be a relative of the insured, a partnership or a corporation. 
 
Term Insurance: Life insurance written for a specific time period and payable only if the 
policyholder dies within that time period. 
 
Permanent life insurance policy: Type of life insurance (other than term insurance) that 
accrues cash value and is designed for long-term, or permanent, needs of a policyholder. 
This Includes whole, universal and variable life, among others. 
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Chapter 5 
 
Section 49  
ALMOST RETIRED - Auto 
 
Life insurance is often the first component in financial planning for family and retirement.  
Meeting the known needs of family can provide resources and peace of mind for unexpected early 
death.  Additional financial planning is typical for retirement, children’s education or charitable 
giving.   
 
Members of Generation X, those born between 1965 and 1979, are in their peak earning years.  A 
study by Payscale.com on the gender-lifetime earnings of men and women indicates that income 
becomes relatively stable for both men and women between approximately age 40 and retirement.  
With stable income, Generation X members are positioned to reduce debt and gain assets.  
Children of Gen X members will grow through their teens and eventually make their parents 
“empty nesters”.    
 

 
 

Percent Growth in Pay: To determine the percent growth in pay, we first found the 
median, annual pay for both male and female college graduates at the age of 22. These pay 
values were different for men and women, but served as a baseline for relative pay growth. 
At each age specified in the chart, the "Wage Growth" indicates the increase in annual pay 
compared to the baseline pay values found for 22 year old men and women. 
 
For example, at age 30, both men and women have experienced a wage growth of almost 
exactly 60 percent, meaning the typical man would be earning $65,300 (compared to their 
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baseline of $40,800) and the typical woman would be earning $51,000 (compared to their 
baseline of $31,900).  https://www.payscale.com/gender-lifetime-earnings-gap 

 
For many in Generation X, those in their 40’s and early 50’s, reviewing insurance coverages is a 
challenge between controlling costs and maintaining appropriate coverages.  While the basics of 
insurance remain the same over time, certain factors can add to the mix and costs. 
 
Perhaps the largest complication for Generation X insured’s will be the addition of children to 
their auto insurance policy.   
 
While adding children to an auto policy in New York may increase premiums by up to 53%, 
on average.  Providing appropriate coverage must take into consideration coverage as well as 
costs.   
 
A significant factor in the increased premium for adding young drivers, between the ages of 16 and 
20, to an auto policy is their higher than average frequency of accidents.  Those accidents come 
with a cost.  Mitchell International, Inc., a software service provider to the automobile collision 
industry, reports annually on the average repair costs for collision damage to vehicles in the United 
States and in Canada.   
 
It is well accepted that young drivers are responsible for more vehicle crashes than older drivers.  
The Insurance Institute for Highway Safety reports, “In the United States, the fatal crash rate 
per mile driven for 16-19 year-olds is nearly 3 times the rate for drivers ages 20 and over. 
Risk is highest at ages 16-17. In fact, the fatal crash rate per mile driven is nearly twice as high for 
16-17 year-olds as it is for 18-19 year-olds.” 
(http://www.iihs.org/iihs/topics/t/teenagers/fatalityfacts/teenagers)  
 
In New York State, the Institute for Traffic Safety Management and Research (ITSMR) compiles 
data relating to vehicle crashes.  Their reports show that young drivers were involved in more than 
40,000 crashes in 2016.  Male drivers are significantly more likely to be involved in a crash 
than female drivers. 

                  
                         Institute for Traffic Safety Management and Research (ITSMR) 
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The cost of insurance for young drivers is high due to the increased frequency of accidents.  
The costs of those accidents are paid through higher premiums.  Mitchell International, Inc., a 
software and service provider in the auto collision damage industry reports that the average gross 
collision appraisal in the last quarter of 2017 was $3,520, a substantial increase from $3,240 in 
2015.  As technology in vehicles continue to improve, even small accidents are certain to cause 
significant damage in terms of repair dollars. 

 
The average cost claim will be covered by New York mandatory minimum limits of insurance for 
property damage, which is $10,000 in coverage.  However, that is an average cost and not all 
accidents are average.  If a young driver has a fender-bender with a luxury vehicle, that cost can 
quickly exceed the minimum policy limit and place the insured in jeopardy of covering losses out 
of their own pocket.  The Insurance Institute for Highway Safety – Highway Loss Data Institute 
reported in December 2017 that average claim severity for a Bentley Continental GT was $35,744.  
Although the Bentley Continental retails for more than $200,000 and is a very rare vehicle, many 
newer vehicles have retail values in excess of $35,000.   
 

IRVINE, Calif., Jan. 3, 2018 /PRNewswire/ -- The analysts at Kelley Blue Book today 
reported the estimated average transaction price (ATP) for light vehicles in the United 
States was $36,113 in December 2017. New-car prices have increased by $583 (up 1.6 
percent) from December 2016, while climbing 66 (up 0.2 percent) from last month.   

 
Ensuring that a family, or an individual, has appropriate coverage is subjective.  No specific limit 
is the definitive amount, other than the mandatory minimum.  Auto insurance limits of $100,000 
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per person, with $300,000 per accident and $50,000 for property damage have been sold for 
decades as adequate coverage for most individuals.  As personal earnings and wealth increase, 
these limits may no longer be sufficient to protect the insured from personal liability exposure.  
Increasing limits to $250,000/$500,000/$100,000, or higher, may be an appropriate step to ensure 
an individual’s income and wealth protection.   
 
Perhaps a more significant consideration is the increase in Supplemental Uninsured or 
Underinsured (SUM) coverage that becomes available to the insured with increased liability limits.  
An insured’s liability insurance provides a benefit to another party injured by the insured.  When 
an insured suffers a personal injury, as a result of another individuals negligence, their monetary 
recovery from the negligent party may be limited to the amount of insurance carried by that party.  
Should the negligent party only carry the state minimum limit of $25,000/$50,000/$10,000, 
the injured party may be able to recover additional resources through their own policy 
under the SUM provision.   
 
An Umbrella policy is excess liability coverage.  An umbrella will provide liability protection 
to an insured over and above the limits of their auto insurance policy.  Umbrella coverage 
only applies when an underlying policy limit is exceeded.  For example, a judgment of $1,000,000 
against an insured who carries $250,000/$500,000 in auto insurance would leave the insured with 
$750,000 in personal responsibility not covered under their auto policy.  A one million dollar 
umbrella policy would apply to provide $750,000 towards the judgment.  An umbrella policy 
does not stand on its own and always requires an underlying policy to be primary.  However, 
a single umbrella policy may cover several underlying policies, including auto, homeowner and 
boat policies. 
 
Section 50  
Homeowners changes 
 
Homeowners coverage should also have regular reviews to ensure that coverage matches the 
insured’s needs.  It is not uncommon for a policyholder to never review their coverage or the 
policy cost of their homeowners insurance after the original purchased.   Many individuals have, 
as part of their mortgage agreement, a provision to collect additional funds with their regular 
monthly mortgage installment to be held in escrow for the payment of property taxes and 
insurance.  The homeowners insurance premium payments, under an escrow agreement, are 
made by the mortgage company directly to the insurance company.  Individuals often fail to 
recognize year over year increases in insurance premiums.    
 
In addition to policy cost and the limit of coverage on an individual dwelling, there are coverage 
limits that should regularly be evaluated.  High value individual items are not likely to be fully 
covered under a standard homeowner policy.  The value of jewelry, for example, can often exceed 
the policy coverage limit.  Weddingwire.com reports that in 2015 the average amount spent on an 
engagement ring was $4,758, while the standard HO3 policy only provides $1,500 in coverage 
for jewelry, watches, furs, precious and semiprecious stones.  Coverage for higher value items 
is generally available as an addition to the homeowners policy by endorsement.  The endorsement 
places an Inland Marine policy rider, or Personal Articles Floater, on the existing homeowners 
policy with a “schedule” of items to be covered.   
 

Inland Marine.  A contradiction in terms?  It certainly would seem so.  Instead, think of 
Inland Marine coverage as a combination of transportation: insurance and a form of “all 
risk” insurance on high value personal items that can be worn or used by the insured at 
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any place in the world.  Property & Casualty General Insurance Primer - Werbel 
Publishing 1999 

 
An inland marine policy rider for jewelry, fine arts or other high value personal property 
will add coverage for those named items only.  The items may need an appraisal to establish 
their value if they were purchased more than 7 to 10 years ago.  The coverage generally extends to 
anyplace the insured may travel to.  In addition, coverage often includes “mysterious 
disappearance” or loss that cannot be explained for jewelry.  Standard homeowners coverage 
does not include mysterious disappearance coverage. 
 
When a person works from home, their profession may present an additional exposure to an 
insured that is potentially not covered under a homeowner’s policy.  Certain occupations have 
been offered an extension of limited coverage by endorsement, including hair salons or 
barbershops and childcare.  It is important to note that the endorsement will typically extend 
general liability and will not add any professional liability coverage.  Business equipment and files 
may have limited coverage under a homeowners insurance policy; however, business operations 
will not have any protection.   
 
For example, a sole proprietor who maintains an office within their home, to handle phone calls 
and complete routine administrative tasks, will likely have little exposure that cannot be covered 
by endorsement to their homeowner’s policy.  However, if that individual is a contractor and 
stores equipment and vehicles in their yard, and operates a woodshop in their garage, they may 
find that coverage for their equipment, and materials used for customer jobs are not covered.  
Additionally the work performed in the garage will be excluded should a claim arise.  A separate 
business policy should be in place for these risks. 
 
Section 51  
Retirement Planning late start 
 
Generation X workers are in their peak earning years and typically are in their peak savings years 
as well.  Social Security provides Old Age and Survivors Insurance, (OASI), and Disability 
Insurance (DI) for most Americans, however those benefits are minimal.  Social Security may 
replace as much as 75% of previous income for very low earners, 40% for average workers 
and 27% for typical higher income earners.  Social Security was never intended to provide full 
retirement income, but act as a safety net for all.   
 

Social Security: a simple concept  
Social Security reaches almost every family, and at some point, touches the lives 
of nearly all Americans.  
 
Social Security helps older Americans, workers who become disabled, and 
families in which a spouse or parent dies. In 2017, about 173 million people 
worked and paid Social Security taxes and about 62 million people received 
monthly Social Security benefits. 
Most of our beneficiaries are retirees and their families — about 45 million people 
in December 2017.  
 
But Social Security was never meant to be the only source of income for people 
when they retire. Social Security replaces a percentage of a worker’s pre-
retirement income based on your lifetime earnings. The amount of your average 
wages that Social Security retirement benefits replaces varies depending on your 
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earnings and when you choose to start benefits. If you start benefits at age 67, this 
percentage ranges from as much as 75 percent for very low earners, to about 40 
percent for medium earners, to about 27 percent for high earners. If you start 
benefits after age 67, these percentages would be higher. If you start benefits 
earlier, these percentages would be lower. Most financial advisers say you will 
need about 70 percent of pre-retirement income to live comfortably in retirement, 
including your Social Security benefits, investments, and personal savings.  
 
We want you to understand what Social Security can mean to you and your 
family’s financial future. This publication, Understanding the Benefits, explains 
the basics of the Social Security retirement, disability, and survivors insurance 
programs. 
https://www.ssa.gov/pubs/EN-05-10024.pdf  

 
Assuming that Social Security will provide 40% of pre-retirement income, up to 60% in additional 
revenue could be needed to maintain the lifestyle enjoyed while working.  Many investment 
advisers suggest that a total of 70% to 80% of pre-retirement earnings is sufficient since 
large debt obligations, including children’s education, have been satisfied.  Accepting that 40% of 
income will need to be replaced in retirement with funds other than Social Security, individuals 
will need to rely on savings from one source or another.  Referring to the expected lifespan of 
individuals who are 50 today and retire at age 65, the amount of savings that will be needed to last 
through an expected lifespan of 79 years for men and 83 years for women can be calculated.   
 
 
 
 
 
 

 

 

Social Security 
Period Life Table, 2014

   

 Male   Female   

Exact 
Age 

Death 
Probability 

Number of 
Lives 

Life 
Expectancy 

Death 
Probability

Number of 
Lives 

Life 
Expectancy

0 0.006322 100000 76.33 0.005313 100000 81.11 
40 0.002123 95,856 38.6 0.001336 97,735 42.49 
50 0.004987 92,913 29.64 0.003189 95.794 33.24 
55 0.007803 90.142 25.47 0.004775 93.987 28.83 
60 0.0011354 86,081 21.55 0.006688 91,420 24.56 
65 0.015826 80,600 17.84 0.009832 87.914 20.44 

 
There are many ways to save for retirement.  Some individuals keep their savings under the 
mattress, or in a shoebox.  While cash on hand is important, holding cash for retirement is not 
advisable since inflation continually increases the cost of goods while the value of that dollar 
remains stable and cash held earns no interest.  Some people also invest in their own property, or 
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properties, which provide cash flow.  Personal properties that produce cash or income are active 
investments and require continued work to protect the investment and its return.  Most individuals 
saving for retirement will do so either through contributions to a defined benefit plan, known as 
a pension, or through a defined contribution plan, such as a 401k plan or IRA.   
 
Investing for retirement into an IRA (Individual Retirement Account) and a 401k plan involves 
a licensed individual or company and a set of regulations that must be followed which are 
designed to protect the individual investor from abuses.  At the State level, licensing is required 
to sell fixed annuities and life insurance.  Additional Federal licensing is required to sell 
securities, or stocks and bonds.   
 
The New York State Department of Financial Services regulates insurance licensees doing 
business in New York State, whether the individual licensee lives in New York State or not.  The 
Securities Exchange Commission, or SEC, is the licensing body at the Federal level and 
FINRA, the Financial Industry Regulatory Authority, regulates the financial investment 
industry nationwide.  Although several terms may be used to identify individuals who provide 
investment advice, FINRA uses the term “Investment Adviser.” 
 

INVESTMENT ADVISER 
An investment adviser is a person or firm that is engaged in the business of providing 
investment advice to others or issuing reports or analyses regarding securities, for 
compensation. Investment advisers may include money managers, investment consultants, 
financial planners, general partners of hedge funds, and others who are compensated for 
providing advice about securities. 
 
Advice about securities not only includes advice about specific securities (such as stocks, 
bonds, mutual funds, limited partnerships, and commodity pools), but may also include 
advice about market trends, the selection or retention of other advisers, the advantages of 
investing in securities over other types of investments (such as coins or real estate), the 
furnishing of a selective list of securities, and asset allocation. 
 
Investment advisers generally must register with the Securities and Exchange Commission 
(SEC) or state securities authorities. For information on how to register as an investment 
adviser, please visit the SEC’s IARD web page. 

 
There are two general retirement paths that today’s employees may have available, defined 
benefit plan, known as a pension, or defined contribution plan, which may be a 401k.  A 
deferred compensation plan is one where the contributions made by the employee are not taxed 
until they are withdrawn, typically when the individual is in a lower tax bracket.  Self-employed 
individuals are most likely to contribute to IRA plan, rather than a 401k plan. 
 

Pensions  
 
Defined benefit retirement plans gained significant standing as a method to gain and 
retain quality employees in both the public/government and private employment sectors 
during the mid-20th century. Pensions allow employees to retire with sufficient income to 
maintain a consistent lifestyle and could be expected as part of many employment 
packages until the 1970’s.   
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The 20th century pension is a plan established and maintained by an employer for the 
benefit of their employees and beneficiaries with a primary purpose being the provision of 
definite and determinable benefits for the employee, usually for life, once they retire.   

 
401K 

 
Beginning in 1978 a new section 401 (k) of the Internal Revenue Code provided for 
Deferred Compensation Plans.  The 401k is a feature of a qualified profit sharing plan.  
A 401k allows employees as well as their employers to contribute part of their wages to 
individual accounts. 
 
Since 1979, significant changes have occurred in the kind of employment-based retirement 
plan that workers participate in: Defined benefit plans have declined, while defined 
contribution plans have grown.  
 
Government employees are offered 457 Plans, special tax rules apply to 457 plans. 

 
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.  

 
Section 52  
Social Security Shortfalls 
 
An important step in planning for retirement is determining the amount an individual will receive 
in Social Security benefits.  SSA.gov provides a “Quick Calculator” to determine approximate 
benefits.  Individuals can also sign up to see specific details about their past contributions and 
more specific projections on benefits.   
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A 50 year old individual earning $60,000 in 2018 can expect a monthly benefit from the Social 
Service Administration of  $2,761.00.  This example provides 55% of income in today’s wages of 
$5,000 per month, yet only 35% of monthly earnings in their last year of work, which is projected 
to be $93,700 annually and $7,808 monthly.  To reach the expected need of 75% of earnings, this 
individual is short of their goal by 40% or approximately $3,200.00 in 2018 dollars.   
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Section 53  
Annuities  
 
One of the most common methods of delivering a steady income to an individual for a period 
of time is an annuity.  An annuity is a contract with an insurance company to provide regular 
income for a set period of time, or for the life of the annuitant.  There are different types of 
annuities and different uses.  An annuity might be used to fund retirement; to distribute funds to a 
life insurance beneficiary of a life insurance policy; or to structure disbursement of a lump sum 
cash windfall from winning a lottery or legal judgment.   
 
There are several aspects of annuities that should be well understood before an individual chooses 
to place their liquid funds into an annuity, including taxation, early withdrawal penalties and return 
on investment.  The purchase of an annuity usually comes with an agreement that the funds will 
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remain as a locked investment for a specific amount of time known as the surrender period.   
The surrender period is often six to eight years, with a penalty payment, or surrender charge, 
placed on funds withdrawn early.  The surrender charge is paid to the insurance company and 
separate from tax penalties that may also charged at the Federal and State level. 
 
Looking at the investment side of annuities, there are three options for an investor: Fixed, 
Variable, and Indexed.  The annuity owner will choose among these three options based on their 
risk tolerance and desire to see their investment grow.  A Fixed Annuity will likely have the 
smallest growth rate, ordinarily between 2% and 3%, although there is a guaranteed payment 
amount.  A Variable Annuity provides an opportunity for the investor to direct funds to be 
invested in professionally managed sub-accounts, which may include stocks, bonds or money 
market funds, with a goal of achieving a higher investment return than a fixed annuity would offer.  
Variable annuities have no guarantee that a minimum payment will be made by the insurer and are 
thus a higher risk to the investor.  An Indexed Annuity is a combination of Fixed and Variable, 
providing the investor with a guaranteed minimum payment with an opportunity to see higher 
growth through investment. 
 
Contributions to an annuity may be made as a one-time only premium payment, or several 
premium payments over time.  The time an individual is funding an annuity and the investment is 
growing, before an annuity begins making payments, is known as the Accumulation Period.  
Funds to an annuity may be made with a transfer of funds from another account, such as an IRA or 
life insurance policy, or with regular funds or earnings made by the annuity owner.  Funds from an 
IRA or life insurance policy may be considered a like kind exchange.  A like kind exchange, also 
known as a 1031 exchange, requires specific reporting to the IRS.  The transfer of funds from a 
retirement account or life insurance policy to an annuity may also require completion of a New 
York State Regulation 60 Disclosure.     
 
Annuities can be either Immediate or Deferred.  In the case where an individual retires and 
moves funds from an IRA to an annuity and starts receiving payments within the next 12 months, 
the annuity would be an immediate annuity.  A deferred annuity has a longer accumulation period 
and will not make payments to the annuitant until at least one year has passed.   
 
As an example, a retiree needing $3,200 each month for a term of 15 years, an initial sum of 
$400,000 would be needed and the balance must produce at least 5% annual return.   
 

 
The challenge is accumulating the initial $400,000 to fund payments during retirement.  Assuming 
that at age 50, an individual has $0 saved for retirement, and assuming a rate of return of 5%, a 
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monthly contribution of $1,500 ($18,000 annually) will be needed to retire at age 65 with 
payments or withdrawals continuing for 15 years.  That sum is 30% of total earnings and it is 
unlikely that retirement will be fully funded, leaving the investor with the choices of working 
longer before retiring or withdrawing a smaller monthly amount from retirement savings. 
 
Section 54  
401k & IRA 
 
Retirement savings plans provide important tax incentives to the investor.  Some plans offer 
deferment of tax on earnings invested until the proceeds are withdrawn, while others tax earnings 
when invested and provide tax-free withdrawals.   Most individuals will be in a lower tax bracket 
during retirement which would make the deferred tax plan a better choice when investing.   
 

Traditional 401(k) plans 
A traditional 401(k) plan allows eligible employees (i.e., employees eligible to participate 
in the plan) to make pre-tax elective deferrals through payroll deductions. In addition, in a 
traditional 401(k) plan, employers have the option of making contributions on behalf of all 
participants, making matching contributions based on employees’ elective deferrals, or 
both...  
https://www.irs.gov/retirement-plans/plan-sponsor/401k-plan-overview  
 
Traditional IRAs 
• Retirement plan at work: Your deduction may be limited if you (or your spouse, if 

you are married) are covered by a retirement plan at work and your income exceeds 
certain levels. 

• No retirement plan at work: Your deduction is allowed in full if you (and your 
spouse, if you are married) aren’t covered by a retirement plan at work. 

These charts show the income range in which your deduction may be disallowed if you or 
your spouse participates in a retirement plan at work: 

 
Roth IRAs 
Roth IRA contributions aren’t deductible. 
https://www.irs.gov/retirement-plans/ira-deduction-limits  

 
The IRS rules place limits on the amount of income that can be contributed by individuals to 
401k, 403b and 457 plans.  These limits are adjusted annually to keep pace with inflation.  The 
pre-tax contribution limit in 2018 was $18,500.  Contributions to Traditional IRA plans in 2018 
were unchanged at $5,500.   
 
There is a provision, known as a “Catch Up Contribution” for individuals over 50.  The Catch 
Up Contribution provision allows those individuals over 50 to contribute additional funds to their 
retirement accounts.  The 401k, 403b and 457 catch up limit in 2018 is $6,000.  The IRA catch up 
limit is $1,000. 
 

Issue Snapshot - 401(k) Plan Catch-up Contribution Eligibility 
Elective deferrals by a participant in excess of limits imposed under the plan document or 
by statute are allowed pursuant to IRC Section 414(v) under certain circumstances. These 
contributions, commonly referred to as “catch-up” contributions, include elective deferrals 
to a 401(k) plan, 403(b) plan, governmental 457(b) plan, SARSEP, SIMPLE-401(k), and 
SIMPLE-IRA. This Snapshot analyzes who is eligible to make a catch-up contribution to a 
401(k) plan pursuant to IRC Section 414(v)… 
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Elective deferrals by a participant in excess of limits imposed under the plan document or 
by statute are allowed pursuant to IRC Section 414(v) under certain circumstances. These 
contributions, commonly referred to as “catch-up” contributions, include elective deferrals 
to a 401(k) plan, 403(b) plan, governmental 457(b) plan, SARSEP, SIMPLE-401(k), and 
SIMPLE-IRA. This Snapshot analyzes who is eligible to make a catch-up contribution to a 
401(k) plan pursuant to IRC Section 414(v)… 
 
Analysis 
A catch-up contribution is an elective deferral made by a participant age 50 or older that 
exceeds a statutory limit, a plan-imposed limit, or the actual deferral percentage (ADP) 
test limit for highly compensated employees (HCEs). Catch-up contributions may be made 
to a 401(k) plan, a 403(b) plan, a governmental 457(b) plan, a SARSEP, a SIMPLE-401(k) 
or a SIMPLE-IRA. See IRC Section 414(v) and Treas. Reg. Section 1.414(v)-1. For 2018, 
the limitation on catch-up contributions to a 401(k) plan, a 403(b) plan, a governmental 
457(b) plan and a SARSEP is $6,000. The annual limitation for 2018 on catch-up 
contributions to a SIMPLE-401(k) and a SIMPLE-IRA is $3,000. See Notice 2016-62. 
Analysis limited to 401(k) plans 
This Snapshot is limited to a discussion of who is eligible to make a catch-up contribution 
to a 401(k) plan. A discussion of the general rules regarding catch-up contributions and the 
specific rules applicable to 403(b) plans, governmental 457(b) plans, SARSEPs, SIMPLE 
401(k)s and SIMPLE-IRAs is beyond the scope of this Snapshot. 
Applying age 50 rule 
A participant who is eligible to make catch-up contributions is referred to in Treas. Reg. 
1.414(v)-1(g)(3) as a “catch-up eligible participant.”  A participant is catch-up eligible 
with respect to a plan year if the participant turns age 50 by the end of the calendar year in 
which the plan year ends, and the participant is eligible to make elective deferrals under 
the plan (without regard to IRC Section 414(v)). (Note that the Code and Regulations 
specifically refer to a participant’s taxable year, not the calendar year. However, since the 
taxable year for most individuals is the calendar year, this Snapshot will refer to the 
participant’s taxable year as the calendar year. ) 
A participant is deemed to be age 50 any time during the calendar year in which he turns 
50. Thus, in a non-calendar year plan, a participant is permitted to make catch-up 
contributions even if he will not turn age 50 until the next plan year, if the participant will 
turn 50 by the end of the calendar year during which the participant makes catch-up 
contributions. 
Example. John will turn age 50 on November 30, 2018. He participates in a 401(k) plan 
that permits catch-up contributions. The plan has an October 1 to September 30 plan year. 
John is deemed to be age 50 on January 1, 2018. He is eligible to make a catch-up 
contribution to the plan for the plan year ending September 30, 2018, even though he will 
not turn 50 until the following plan year. 
Exceeding contribution limits 
A catch-up contribution is, generally, an elective deferral made by a catch-up eligible 
participant that exceeds a statutory limit, a plan-imposed limit, or the ADP limit (an 
“applicable limit”). 
A statutory limit is a legal limitation on the amount of contributions that can be made to a 
plan. With respect to a 401(k) plan, the relevant statutory limits are set forth in IRC 
Section 401(a)(30) (limiting the amount of elective deferrals to the dollar amount in IRC 
Section 402(g), which is $18,500 for 2018) and IRC Section 415(c) (limiting the annual 
addition to a participant’s account in a defined contribution plan to the lesser of 100% of 
the participant’s compensation or $55,000 for 2018). 
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A plan-imposed limit is a limit on contributions that is set forth in the plan. For example, a 
provision that limits elective deferrals to 10% of compensation is a plan-imposed limit. 
The ADP limit is the limit for HCEs as determined by the ADP test for the plan year. 
Example - IRC Section 401(a)(30) limit. Mary is a participant in a 401(k) plan that 
permits catch-up contributions. She is age 55 and is a catch-up eligible participant. For the 
2017 plan year, she deferred $24,500 to the plan. The IRC Section 401(a)(30) limit for 
2018 is $18,500. The limit on catch-up contributions for 2018 is $6,000. The plan treats 
$6,000 of Mary’s deferrals as catch-up contributions. 
Example - plan-imposed limit. Tom is a participant in a 401(k) plan that permits catch-up 
contributions and limits elective deferrals to 10% of a participant’s compensation. He is 
age 52 and is a catch-up eligible participant. For the 2018 plan year, his compensation was 
$100,000. He deferred $16,000 to the plan. The plan treats $6,000 of Tom’s deferrals as 
catch-up contributions. 
Example - IRC Section 415(c) limit. Susan is a participant in a 401(k) plan that permits 
catch-up contributions. She is age 54 and is a catch-up eligible participant. Elective 
deferrals to the plan are permitted up to the IRC Section 401(a)(30) limit ($18,500 for 
2018). The plan provides for a matching contribution equal to 25% of her elective 
deferrals. The plan also permits discretionary profit sharing contributions that are allocated 
pursuant to a predetermined formula set forth in the plan. Susan’s compensation for 2018 
is $200,000. She deferred $18,500 to the plan. Her matching contribution is $4,625. She 
receives a discretionary profit sharing contribution in the amount of $35,000. Susan’s total 
allocation ($18,500 plus $4,625 plus $35,000) exceeds the dollar limitation on annual 
additions under IRC Section 415(c) by $3,125 ($58,125 less $55,000 is $3,125). The plan 
treats $3,125 of Susan’s elective deferrals as catch-up contributions.   
https://www.irs.gov/retirement-plans/401k-plan-catch-up-contribution-eligibility  

 
Section 55  
Life Insurance Policy Changes 
 
As with auto and home insurance policies, life insurance plans should be re-evaluated at regular 
intervals.  Just as children are born, they also graduate and move on, reducing or eliminating their 
need for your financial support.  The use of life insurance may also change from being prepared 
for an unexpected early death, to management of estate asset transfers at the end of a long and full 
life.   
 
Life insurance today is also used for a number of new purposes, from donating to a favorite charity 
to paying long-term-care expenses.  Insurance companies continue to develop new policies with 
flexibility to meet the changing needs and desires of their customers. 
 
A common feature of Term Life Insurance policies is the ability to convert the policy from term to 
permanent insurance.  The change from Term insurance to Permanent insurance must be 
completed within the Conversion Period. Term insurance is less expensive than Whole Life 
or Universal Life since the average person lives beyond the term and no claim for payment is ever 
made by the beneficiary.  Permanent policies, on the other hand, always pay out as long as 
premiums are paid and the policy is in force.  Individuals in their peak earning years often find 
that they can now afford higher premiums of permanent insurance.   
 
The renewal of a term life insurance policy will be at significantly higher costs than the original 
policy, since the insured individual will be older and statistically a higher risk to the insurance 
company.  A 30-year term policy purchased by a 35-year-old individual simply has a lower cost 
than a 20-year term policy purchased by a 65-year-old individual. 
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There are benefits to the insured with converting from term to permanent insurance that the policy 
owners should understand before purchasing the policy and review during the “conversion 
period”.  A significant factor will be the health of the individual and the waiver of medical exams 
with policy conversion.  Medical exams are typically required at the start of a new life 
insurance policy, whether Term or Whole Life.  Individuals, who suffer heart attacks, develop 
diabetes or other significant health issues during a Term policy period, would likely be unable to 
obtain a new life insurance policy or face a significantly higher premium.  A term policy 
conversion can mitigate these challenges. 
 
A conversion of term life insurance is not always the most affordable and beneficial choice for 
insured’s.  Many insurers offer partial policy conversion as a way to provide an affordable option.  
In a partial conversion, the original term remains in effect with a reduced benefit and a new 
permanent policy is established.  A partial conversion guarantees appropriate support for 
dependents through the original term, and provides a guaranteed death benefit at the end of life.  
Another consideration for conversion of a Term policy to Permanent insurance is the care of a 
disabled child.   
 
Under most circumstances, the replacement of a life insurance policy or annuity contract triggers 
New York State Department of Financial Services Regulation 60.  Regulation 60 (Reg. 60) is a 
disclosure form which is designed to clearly display the value of an existing life insurance 
policy, or annuity, and the value of the new policy, or annuity, for the benefit of the 
consumer.  
  

Regulation 60, which was passed in 1999, requires anyone applying for a life insurance 
policy or annuity contract in New York to authorize the insurer to obtain information 
about any existing coverage they may hold. The insurer then must provide a number of 
standard disclosures comparing the existing policies to the new one. The disclosures 
include reasons the company or advisor is recommending the new policy and an 
explanation of how the new policy will better serve the client than the one or ones it is 
replacing. 
https://www.naifa.org/news-publications/naifa-blog/january-2015/naifa-new-york-state-
works-with-state-to-make-regu  

 
There are “exemptions” to Reg. 60, which allow parties to forgo the full disclosure.  Those 
exemptions include policy changes made when there is no change of insurer. 
 

NEW YORK STATE INSURANCE DEPARTMENT 
REGULATION NO. 60 

11 NYCRR 51 
 
Section 51.3 Exemptions 
 
This Part shall not apply when:  
 
(a) The application for the new life insurance policy or new annuity contract is made to the 
same insurer that issued the existing life insurance policy or annuity contract and a 
contractual conversion privilege is being exercised; 
 
(b) A policy change customarily granted by the insurer is being exercised, provided such 
change results in no additional surrender or expense charge or suicide or contestable 
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restrictions, and only to the extent such change is approved by the Superintendent of 
Insurance;  
 
(c) The new coverage is provided under:  

 
(1) a group life insurance policy or group annuity contract, except when an agent 
or insurer directly solicits the certificateholder for the new coverage and a portion 
of the premium or consideration is borne, directly or indirectly, by the 
certificateholder;  
 
(2) an individual life insurance policy or individual annuity contract whose cost is 
borne wholly by the applicant’s employer or by an association of which the 
applicant is a member; or  
 
(3) individual life insurance policies or individual annuity contracts covering 
employees of an employer, debtors of a creditor, or members of an association, 
that are distributed on a mass merchandising basis and administered by group-type 
methods, except when an agent or insurer directly solicits the applicant for the 
new coverage and a portion of the premium or consideration is borne, directly or 
indirectly, by the applicant; or  

 
(d) The existing life insurance is a nonrenewable, nonconvertible term policy with five 
years or less to its expiration date. 

 
Section 56  
Long-Term Care Insurance  
 
In recent years, life insurance companies have developed a number of hybrid products, also 
known as Combo policies or Linked policies.  Long-term care hybrids are one of the newest 
products available.  A long-term care hybrid life insurance policy offers the insured the option 
to withdraw a portion of the death benefit for the specific purpose of paying for long-term 
care services, with unused proceeds paid to the beneficiary.  This product satisfies the concern 
of many individuals that the cost of long-term care insurance is too high and the benefit may never 
be used. 
 
One consideration of higher income earners is the potential loss of assets if they become seriously 
ill in their senior years.  When an individual’s personal financial portfolio provides more than the 
individual expects to utilize if they remain healty,  they may wish to consider long term care 
insurance as a way of protecting their assets in the event their health fails.  The cost of nursing 
home care in New York State continues to increase.  The average per day charge for nursing 
home care increased to between $320 and $384 in Upstate Counties and $405 and $429 in 
Downstate Counties for 2018, according to the New York State Partnership for Long Term Care. 
 



 109

 
 
Nearly 60% of individuals over the age of 65 will spend at least some time in a nursing home 
during their life, according to the NYDFS.  However, much of the long term care provided to 
individuals is delivered while they are still in their home and often care is provided by a family 
member.   
 
US Citizens who are 65 and older receive specific healthcare benefits under Medicare.  Parts 
A and B are covered, parts C and D are out of pocket expenses. 
 

Part A: Hospitalization coverage 
Part B: Medical insurance 
Part C: Privately purchased supplemental insurance (Medigap or Supplemental) 
Part D: Prescription Drugs 

 
Things You Should Know 
 Medicare only pays for long-term care if you require skilled services or rehabilitative 
care and Medicare does not pay for non-skilled assistance with Activities of Daily 
Living (ADL), which make up the majority of long-term care services. Read the section 
on Medicare for more information. 

 Long-term-care may cost more than you think. Read more about Costs of Care. 
 There are many different ways to receive care and many different settings in which to 
receive it. To learn more about different care setting, see the Where You Can Receive 
Care section of the site. 

 Where you live matters – your ability to stay at home may depend on the layout of your 
home, especially the bathrooms. Refer to the Staying in Your Homepage for ideas. 
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 Planning for long-term care can protect your family from the financial impact of paying 
for care and the emotional impact of making decisions for you. Review the How to 
Decide section for more information. 

 By obtaining an Advanced Care Directive you can inform your family or loved ones 
about how to make important health decisions for you, should you no longer be able to 
make those decisions for yourself. Consult the Advance Care Plan Considerations page 
for more information. 

 By taking an inventory of your resources, you can determine how you will pay for 
services and who you can count on to assist. Options exist for pre-funding the care you 
need such as insurance or savings. Refer to the Costs & How to Pay section for more 
information. 

https://longtermcare.acl.gov/pathfinder/51-64.html  
 
Medicaid is a joint federal and state program that assists low-income individuals with the 
costs associated with medical and long-term care.  Medicaid has eligibility requirements.  An 
individual with excess income, or personal assets, will need to spend down a majority of those 
funds for care before becoming eligible for Medicaid.  Individuals with significant assets may 
consider long-term care insurance to protect their assets, should they need care.  In New York 
State the spenddown program is called the Medicaid Excess Income program.   
 

What is the Medicaid Excess Income program? 
 
The Medicaid Excess Income program is sometimes referred to as the "Spenddown 
program" or the "Surplus Income program". Here we will be referring to it as the Excess 
Income program.  
 
If your monthly income is over the Medicaid level, you may still be able to get help with 
your medical bills. The amount your income is over the Medicaid level is called excess 
income. It is like a deductible. If you are eligible for Medicaid except for having excess 
income and you can show that you have medical bills equal to your excess income in a 
particular month, Medicaid will pay your additional medical bills beyond that for the rest 
of that month. This includes outpatient care, doctor and dental visits, lab tests, prescription 
drugs, and long-term care in the community such as home care and assisted living. There 
are special rules for hospital stays which is explained further below… 
https://www.health.ny.gov/health_care/medicaid/excess_income.htm  

 
The “Income and Resource Amounts” allowable under the Medicaid Excess Income program are 
relatively low.  Starting January 1, 2018, a “Community Spouse” is allowed a Minimum 
Monthly Allowance of up to $3,090.  In 2018 Spousal Impoverishment Income and Resource 
Levels increased.  The total community spouse resource allowance is limited to $123,600 in 2018.  
Additional family member allowance is set at $686 per month.  The personal home equity of a 
community spouse is exempt up to $858,000.   
 
Long Term Care insurance is sold to provide policyholders with financial resources to offset the 
costs of caring for an individual unable to fully care for himself or herself.  Long term care 
insurance may be used for many needs including nursing home stays, home health care, adult day 
care and residing at an adult living facility, respite care and Hospice care.  Long term care 
insurance is sold to healthy individuals, usually in their 50’s or early 60’s to help protect 
their accumulated wealth.  Individuals with relatively small assets may not be appropriated 
customers for long term care insurance. 
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In New York State, long term care policies are required to contain minimum provisions, although 
individuals have the option to purchase higher benefit packages from individual insurance 
companies. 

Minimum Standards for LTC Policies in New York 

New York State has established minimum standards for insurance policies covering long 
term care services.  
The Department has established four different classifications for these policies: 

 Long Term Care Insurance 

 Nursing Home and Home Care Insurance 

 Nursing Home Insurance Only 

 Home Care Insurance Only 

Long Term Care Insurance policies provide the broadest coverage of long term care 
services. The Department requires that these policies cover, for at least 24 consecutive 
months, the following benefits: 

 Coverage of all levels of care in a nursing home of at least: $100 per day for 
policies sold in the New York City Metropolitan area (the counties of Bronx, 
Kings, Nassau, New York, Queens, Richmond, Suffolk, Rockland and 
Westchester); and $70 per day for all other parts of New York State; and 

 Coverage of home care of at least 50% of the daily indemnity amount provided for 
care in a nursing home. 

Nursing Home and Home Care Insurance combines the benefits of Nursing Home 
Insurance Only and Home Care Insurance Only. This policy is for those persons who want 
some coverage for nursing home and home care services but who cannot afford Long 
Term Care Insurance. 

The Department requires that these policies cover, for at least a period of 12 consecutive 
months, the following benefits: 

A. Coverage of custodial care services of at least $50 a day while confined in 
a nursing home; and 

B. Coverage of custodial care services of at least $25 per day in a private 
home. 

Nursing Home Insurance Only is for those persons who either have no desire or 
intention to receive long term care services in their home or have the financial resources to 
self-pay for home care services, but desire financial protection against the greater cost of 
nursing home care. 

 Nursing Home Insurance Only must provide at least twelve consecutive months of 
coverage of custodial care services of at least $50 a day while confined in a 
nursing home. 

IF THERE IS ANY CHANCE THAT YOU MAY REQUIRE INSURANCE 
COVERAGE FOR HOME HEALTH CARE SERVICES IN THE FUTURE, A 
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NURSING HOME INSURANCE ONLY POLICY MAY NOT BE THE BEST TYPE OF 
LONG TERM CARE COVERAGE FOR YOU. 

Home Care Insurance Only is a very limited policy. This type of policy should only be 
considered by those persons who either have no desire or intention of entering a nursing 
home, and would be able to obtain long term care services in their home or have already 
purchased a nursing home policy and wish to add a home care benefit. 
Home Care Insurance Only must provide at least twelve consecutive months of coverage 
of custodial care services of at least $25 per day in a private home. 

IF THERE IS ANY CHANCE THAT YOU MAY REQUIRE NURSING HOME 
SERVICES IN THE FUTURE, A HOME CARE INSURANCE ONLY POLICY IS 
MOST LIKELY NOT THE BEST TYPE OF LONG TERM CARE COVERAGE FOR 
YOU. 

https://www.dfs.ny.gov/consumer/ltc/ltc_general_minimum.htm  

 
In an effort to make long-term care insurance more affordable, the New York State Partnership 
for Long-Term Care program.  The Partnership for Long-Term Care combines private long-
term care insurance and Medicaid Extended Coverage (MEC) for the purpose of preparing 
individuals for the possibility of nursing home care, home care or assisted living services and 
enables eligibility under Medicaid, once long-term care policy benefits are exhausted.  Remaining 
assets may be protected under either total asset protection or dollar-for-dollar protection.  
 

 Partnership for Long Term Care 
Medicaid & the Partnership 
 
The goal of the Partnership program is financial independence for consumers through 
shared responsibility. This means New York State will share with participating consumers 
in planning for their long-term care expenses. If an individual/couple purchases a 
Partnership insurance policy and keeps it in effect, the State will protect them, if otherwise 
eligible, against the costs of extended care situations through the Medicaid program. 
 
Medicaid that is available to a qualified Partnership policyholder (QPP) who has met the 
minimum duration requirement under his/her policy is called Medicaid Extended 
Coverage (MEC). The Total Asset Protection Plans allow for the disregard of all of the 
QPP's resources (assets) in determining eligibility for MEC. The Dollar-for-Dollar Asset 
Protection Plans allow for the disregard of the QPP's resources (assets) under MEC up to 
the total amount of benefits paid out by the participating insurer on behalf of the QPP. For 
both plans, income and the cost of care are considered in determining Medicaid eligibility. 
https://nyspltc.health.ny.gov/medicaid/index.htm  
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Section 57  
Chapter 5 Review  
 

Adding children to an auto policy in New York may increase premiums by up to 53% 
 
In the United States, the fatal crash rate per mile driven for 16-19 year-olds is nearly 3 
times the rate for drivers ages 20 and over. 
 
Male drivers are significantly more likely to be involved in a crash than female drivers. 
 
An Umbrella policy is excess liability coverage.  An umbrella will provide liability 
protection to an insured over and above the limits of their auto insurance policy.   
 
The homeowners insurance premium payments, under an escrow agreement, are made by 
the mortgage company directly to the insurance company.   
 
the standard HO3 policy only provides $1,500 in coverage for jewelry, watches, furs, 
precious and semiprecious stones. 
 
An inland marine policy rider for jewelry, fine arts or other high value personal property 
will add coverage for those named items only.   
 
Social Security provides Old Age and Survivors Insurance, (OASI), and Disability 
Insurance (DI) for most Americans 
 
Many investment advisers suggest that a total of 70% to 80% of pre-retirement earnings is 
sufficient 
 
Most individuals saving for retirement will do so either through contributions to a defined 
benefit plan, known as a pension, or through a defined contribution plan, such as a 401k 
plan or IRA 
 
At the State level, licensing is required to sell fixed annuities and life insurance.  
Additional Federal licensing is required to sell securities, or stocks and bonds.   
 
The New York State Department of Financial Services regulates insurance licensees doing 
business in New York State 
 
The Securities Exchange Commission, or SEC, is the licensing body at the Federal level 
and FINRA, the Financial Industry Regulatory Authority, regulates the financial 
investment industry nationwide.   
 
A deferred compensation plan is one where the contributions made by the employee are 
not taxed until they are withdrawn, typically when the individual is in a lower tax bracket. 
 
A common methods of delivering a steady income to an individual for a period of time is 
an annuity 
 
A Fixed Annuity has a guaranteed payment amount 
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Variable annuities have no guarantee that a minimum payment will be made by the insurer 
and are thus a higher risk to the investor. 
 
An Indexed Annuity is a combination of Fixed and Variable 
 
Annuities can be either Immediate or Deferred 
 
IRS rules place limits on the amount of income that can be contributed by individuals to 
401k, 403b and 457 plans 
 
The Catch Up Contribution provision allows those individuals over 50 to contribute 
additional funds to their retirement accounts. 
 
Term insurance is less expensive than Whole Life or Universal Life since the average 
person lives beyond the term and no claim for payment is ever made by the beneficiary.   
 
Permanent policies always pay out as long as premiums are paid and the policy is in force. 
 
Medical exams are typically required at the start of a new life insurance policy, whether 
Term or Whole Life.   
 
Regulation 60 (Reg. 60) is a disclosure form which is designed to clearly display the value 
of an existing life insurance policy, or annuity, and the value of the new policy, or annuity, 
for the benefit of the consumer.  
 
long term care insurance as a way of protecting assets in the event an individuals’ health 
fails. 
 
Nearly 60% of individuals over the age of 65 will spend at least some time in a nursing 
home during their life 
 
US Citizens who are 65 and older receive specific healthcare benefits under Medicare.  
Parts A and B are covered, parts C and D are out of pocket expenses. 
 
Medicaid is a joint federal and state program that assists low-income individuals with the 
costs associated with medical and long-term care.   
 
An individual with excess income, or personal assets, will need to spend down a majority 
of those funds for care before becoming eligible for Medicaid.  In New York State the 
spenddown program is called the Medicaid Excess Income program.   
 
Long term care insurance is sold to healthy individuals, usually in their 50’s or early 60’s 
to help protect their accumulated wealth.   
 
The Partnership for Long-Term Care combines private long-term care insurance and 
Medicaid Extended Coverage (MEC) 
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Chapter 6   
 
Early Retirement 
Section 60  
 
The goal, or dream, of most people is a healthy, happy and worry free retirement.  While some 
may retire early, and some may retire late in life, insurance remains important regardless.  From 
second homes to downsized homes, spending retirement savings to passing estates on to younger 
generations or charities, insurance plays a role throughout our lives.  
 
For some, early retirement is a possibility.  Early retirement is leaving the workforce before 
reaching age 65 when Medicare benefits become available.  Although Medicare is available at 
age 65, other retirement resources may be available before reaching 65.  These benefits, however, 
are not the only concerns for retiring Americans.  Regular insuring needs often change as 
individuals reach their retirement, and a full insurance review may be as important at the start of 
retirement as it is when buying a first home or at the birth of a new child. 
 
Driving habit changes 
 
Automobile insurance coverage needs are likely to remain consistent during the first years of 
retirement with prior years of employment.  Underwriting factors, however, are likely to change.  
A review of property and casualty coverages is appropriate at retirement.  The most likely change 
to automobile insurance underwriting will be a change of vehicle use from commute to work to 
pleasure, with reduced annual mileage.   
 
The U.S. Department of Transportation Federal Highway Administration reports that annual miles 
driven by men over age 65 drops more than 5,000 miles from those 55-64.  Those 35 to 54 drive 
the most miles with over 18,000 miles driven annually for men.  Women drive considerably fewer 
miles annually than men. 
 

Average Annual Miles per Driver by Age Group 
Age Male Female Total 

16-19 8,206 6,873 7,624 
20-34 17,976 12,004 15,098 
35-54 18,858 11,464 15,291 
55-64 15,859 7,780 11,972 
65+ 10,304 4,785 7,646 
Average 16,550 10,142 13,476 
https://www.fhwa.dot.gov/ohim/onh00/bar8.htm  

  
Older drivers have more accidents 
 
The Insurance Institute for Highway Safety Highway Loss Data Institute, an independent, 
nonprofit organization, studies motor vehicle crashes and reports their findings publicly.   Their 
2014 report, Fit For The Road, provides significant insight to driver safety according to their age.   
The study shows that drivers between the ages of 35 and 69 remain the safest on our roads today.  
Improvements in vehicle safety are likely responsible for overall reductions in fatal vehicle crash 
rates.  The report does show that a significant change occurs when drivers reach their 70’s and 
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rates of fatal crashes involving drivers 79 years and older are the highest of any 
demographic. 
 

 
http://www.iihs.org/iihs/sr/statusreport/article/49/1/1  

 
 
For older drivers there can be limitations that impact their ability to safely operate a vehicle that 
develop slowly.  Physical and mental impairments often progress at a rate which individuals adapt 
to, or accept as a part of the aging process.  Age alone is not a determinant factor in an individuals’ 
driving ability as many are impacted by common ailments in different ways and at different times 
in their lives. 
 
Visual impairments and range of motion restrictions are two significant contributors to 
accidents among elderly drivers.  Common vision problems include Glaucoma, Cataracts and 
Macular Degeneration.  Range of motion impairments include Parkinson’s, Arthritis and Diabetes.   
Failure to yield the right of way to other drivers, negotiating intersections and the 
misjudgment of speed are major factors in accidents for older drivers. 
 

How do age-related changes affect driving ability? 
Specific physical, cognitive and visual abilities may decline with advancing age. However, 
there are large individual differences in the onset and degree of functional impairments, so 
age alone is not sufficient information to judge driving ability. Still, functional 
impairments can interfere with driving and may become particularly evident in stressful or 
challenging driving situations such as merging or changing lanes. Several studies have 
shown that higher levels of physical, cognitive or visual impairment among older drivers 
are associated with increased risk of crash involvement.20, 21, 22, 23, 24 Many older drivers 
also take medications, which can impair driving ability at any age but can be especially 
impairing for an older person.  25 

 
 How do crashes involving older drivers differ from the crashes of other drivers? 
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Compared with younger drivers, senior drivers are more likely to be involved in certain 
types of collisions — angle crashes, overtaking or merging crashes, and especially 
intersection crashes. 16 Among passenger vehicle drivers involved in fatal crashes in 2016, 
multiple-vehicle crashes at intersections accounted for 42 percent of the crashes for drivers 
80 and older, compared with 20 percent for drivers ages 16-59. 
Studies of senior-involved crashes have found that failure to yield the right-of-way is the 
most common error among seniors. Seniors are cited for this error more often than 
younger drivers. 17 In a nationally representative study of serious U.S. crashes, the most 
frequent error made by crash-involved drivers ages 70 and older was inadequate 
surveillance, which included looking but not seeing and failing to look. 18 Drivers ages 70 
and older were more likely than drivers ages 35-54 to make inadequate surveillance errors 
or to misjudge the length of a gap between vehicles or another vehicle's speed. These 
findings are consistent with an earlier study reporting that similar types of errors were the 
most common among older drivers who were at fault in intersection crashes. 19 
http://www.iihs.org/iihs/topics/t/older-drivers/qanda#cite-text-0-52  

 
The Insurance Institute for Highway Safety study shows, however, that older drivers are more 
dangerous to themselves due to their age and physical fragility.  Simply put, older drivers are less 
resilient to the trauma of an accident than younger drivers. 
 

Do older drivers constitute a substantial hazard to other road users? 
In terms of fatalities, older drivers are a danger mostly to themselves and their passengers, 
who also typically are older and thus more vulnerable to injuries. 26, 27, 28, 29 In 2016, 74 
percent of people killed in crashes involving drivers 70 or older were either the older 
drivers themselves (59 percent) or their older passengers (15 percent). An Institute study 
found that, per licensed driver, fewer pedestrians, bicyclists, motorcyclists and occupants 
of other vehicles die in crashes involving drivers 60 and older than in crashes involving 
drivers ages 30-59.  26 

 
A review of homeowners insurance may be straight-forward, with no changes in the use of the 
home or its construction, requiring no policy changes.  However, there may be events that need 
attention, including the purchase of land, a seasonal camp, timeshare property, or a second home.  
Equally important is the review of premium, investigation of potential discounts, and possible 
benefits of receiving competing quotes for coverage from other insurance carriers.    
 
One of the benefits of retirement is the availability of time to spend away from home.  The 
purchase of vacation property presents new insurance needs.  Vacant land, property with no 
structural improvement, has no property coverage need, yet liability exposure is created.  Hunters, 
hikers and individuals straying onto property may lead to liability exposures.  Standard 
homeowner insurance policies cover vacant land liability; however, the property likely will 
need to be listed in the policy Declaration page.  
 
 HOMEOWNERS 3 – SPECIAL FORM 
 DEFINITIONS 

b.) “Insured location” means:  
ii. The “residence premises”; 

iii. The part of other premises, other structures and grounds used by you as a 
residence; and 

1. Which is shown in the Declarations; or 
2. Which is acquired by you during the policy period for your use as 

a residence 
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iv. Any premises used by you in connection with a premises described in a. 
and b. above 

v. Any part of a premises: 
1. Not owned by an “insured”; and 
2. Where an “insured” is temporarily residing 

vi. Vacant Land, other than farm land, owned by or rented to an 
“insured”; 

vii. Land owned by or rented to an “insured” on which a one, two, three or 
four family dwelling is being built as a residence for and “insured”; 

viii. Individual or family cemetery plots or burial vaults of an “insured”; or 
ix. Any part of a premises occasionally rented to an “insured” for other than 

business use. 
 
Section 61  
Camps, Condos, Timeshare and Second Homes 
 
Ownership of a seasonal camp may present an insuring challenge of sorts.  Camps, by their nature, 
remain unoccupied, or vacant, for a majority of time.  They typically are in somewhat remote areas 
with limited services, including fire protection.  Standard homeowners insurance companies may 
find these risks to be unappealing and refuse to provide coverage either as an endorsement to an 
existing homeowners policy or as a standalone policy.  The insuring problem will almost certainly 
be more difficult if the camp is in a state other than the insured’s residence.   
 
Coverage for camps may be found with a local mutual insurance company.  Most mutual 
insurance companies in New York State use forms developed by the Underwriters Rating Board 
(URB), while larger stock companies typically use Insurance Services Office (ISO) forms.   
 

There are two types of insurance companies, Mutual and Stock.  A Mutual is owned by 
its policyholders and a stock company is owned by investors.  A Stock company is 
focused on generating wealth for its stock holders. 

 
The Underwriters Rating Board offers flexibility that allows insurance companies to work 
with their agents to customize coverage to fit individual insurance needs.  URB forms are 
exclusive to New York State, with few exceptions.   
 
An alternative to mutual insurance companies and larger standard lines companies would be 
the Excess and Surplus Lines Market.  Excess lines insurance is sold through non-admitted 
insurance companies.  In New York State, Excess Lines business must be brokered through a 
producer licensed as an Excess Lines Broker.  In addition, there are additional requirements for 
the Producing Broker to properly disclose that an insurance policy is being placed with an excess 
lines company, since there are fewer regulatory protections for that prospective insured.  Those 
requirements include the execution of an Affidavit by Producing Broker and a Total Cost 
Form.  
 
If an insured also has a personal umbrella policy in place, the insured should be certain to have all 
individual underlying insurance policies listed.  To be eligible for coverage under an umbrella 
policy, the underlying policies will need to meet certain requirements, including specified 
minimum liability limits.   
 
The insured may also need to consider Flood Insurance if the property is located near a body of 
water or in a flood zone.  Flood insurance is provided through the National Flood Insurance 
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Program (NFIP) which is administered by the Federal Emergency Management Agency 
(FEMA).  NFIP does not sell flood insurance.  Flood insurance is sold through insurance agents 
and brokers.  The Flood Insurance Reform Act of 2004 introduced a minimum training 
requirement for producers who sell policies under NFIP.  Additional information can be found at 
www.floodsmart.gov.   
 
A second home is usually treated differently than a camp.  While second homes may be located in 
a rural area, a camp will not be located in an urban area.  A second home may be written on a 
named perils basis, rather than as all risk, since the insured is not using the property as their 
regular permanent residence.     
 

Named Perils Insurance vs. All Risks Insurance 
Insurance providers generally offer two types of property coverage for homeowners and 
businesses – named perils and all risks. All risks is a type of insurance coverage that 
automatically covers any risk that the contract does not explicitly omit. For example, if an 
all-risks homeowner's policy does not expressly exclude hurricane damage, then the house 
will be covered in the event of a hurricane. 

A named perils insurance contract only covers the perils specifically stipulated in the 
policy. As an example, an insurance contract might specify that losses caused by fire or 
vandalism will be covered. Therefore, an insured who experiences a loss or damage 
caused by a flood cannot file a claim to his or her insurance provider, as a flood is not 
named as a peril under the insurance coverage. Under a named perils policy, the burden of 
proof is on the insured. 

By contrast, an all-risks policy covers the insured from all perils, except those specifically 
excluded from the list. Contrary to a named perils contract, an all-risks policy does not 
name the risks covered, but instead, names the risks not covered. In so doing, any peril not 
named in the policy is automatically covered. The most common types of perils excluded 
from all risks include: earthquake, war, government seizure or destruction, wear and tear, 
infestation, pollution, nuclear hazard, market loss, etc. An individual or business, who 
requires coverage for any excluded event under all risks may have the option to pay an 
additional premium, known as a rider or floater, to have the peril included in the contract. 
https://www.investopedia.com/terms/n/named_perils.asp  
  

When an individual purchases a timeshare, or fractional ownership property, they most likely are 
purchasing Non-Deeded Ownership and a third party, generally a corporate entity, owns and 
manages the physical property; the individual is purchasing a right to use the property for a 
specific period each year.  Taxes, insurance and maintenance costs are packaged into the 
ownership agreement and individual owners do not purchase an individual insurance policy for the 
physical property.  Liability coverage for the unit will also be included covering the property.  
Individual liability for a timeshare owner is extended from the individual’s homeowners or 
renter’s insurance policy, should a claim extend to them individually.  An individual insurance 
company may request their insured to list the timeshare on their policy.  If the purchase is for 
Deeded Ownership, the individual should ensure that a policy covering all owners is in-force with 
each individual listed in that policy as an Additional Insured.  
 
Condominiums (Condo) are different from timeshare properties and homes.  Condominiums have 
common ownership of the roof and exterior walls and private ownership of space within the walls.  
The common property is insured for both property and liability by an association or corporate 
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entity, and the individual is responsible for the property and liability within the walls of their unit.  
Condominium owners should always have an insurance policy specifically covering their 
property and personal liability.  
 
Section 62  
Health Insurance for Early Retirees 
 
Retiring early requires planning for health insurance coverage.  Benefits under Medicare are not 
available until an individual reaches 65, unless they are receiving Social Security Disability 
Benefits or meet specific requirements.  Individuals cannot buy into Medicare early.  There are 
three main health insurance choices for individuals retiring early, COBRA, stay with an employer 
group plan, or purchase coverage on a Healthcare Exchange. 
 
COBRA is the commonly used acronym for the Consolidated Omnibus Budget Reconciliation 
Act of 1985, which allows certain employees to continue health insurance coverage after leaving 
employment.  While the Act also dealt with a number of additional issues wholly unrelated to 
employees or health insurance, it continues to be recognized for enabling individuals covered 
under an employer sponsored health insurance plan to continue coverage after employment with 
that employer ceases.  Coverage under COBRA can be maintained for up to 18 months, with 
exceptions that include longer terms when disabilities, divorce or the death of the employed 
individual are involved.  Under COBRA, the full cost of insurance is born by the individuals 
previously employed.   
 
Many employees retiring from government employment, union jobs or with other employer 
sponsored pension plans may have the option to continue coverage as a member of the employer 
group health insurance plan.  Members of the New York State & Local Retirement System may 
be eligible for coverage under the New York Sate Health Insurance Program (NYSHIP).  
Pension benefits may be applied to the cost of health insurance. 
 
Most early retirees will seek coverage in a healthcare exchange, created under the Patient 
Protection and Affordable Care Act, frequently referred to as Obamacare, until they are 
eligible for Medicare.  The New York State Health Exchange is the Health Plan Marketplace and 
is online at www.nystateofhealth.ny.gov.    
 

 
 
Health Insurance Marketplace 
The Health Insurance Marketplace is the place where people without health care insurance 
can find information about health insurance options and also purchase health care 
insurance. Find out how to contact the federal marketplace as well as the state-based 
marketplaces. 
 
The Affordable Care Act includes the individual shared responsibility provision and 
the premium tax credit that may affect your tax return.  
 
The individual shared responsibility provision requires you, your spouse, and your 
dependents to have qualifying health insurance for the entire year, report a health coverage 
exemption, or make a payment when you file.  In addition, you may be eligible for the 
premium tax credit if you purchased health coverage through the Health Insurance 
Marketplace. 
https://www.irs.gov/affordable-care-act/individuals-and-families  
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Section 63  
Medicare  
 
Medicare Part A (Hospitalization) is available to nearly all individuals at no cost when they 
reach age 65.  Enrollment in Medicare may be automatic if Social Security benefits are already 
being collected by an individual.  Retirees who are not collecting Social Security at age 65 should 
enroll for both Medicare Part A and Part B coverage at age 65.  Individuals who are not retired at 
age 65, plan to continue working and wish to continue with an employer health plan should 
consult their benefits manager to ensure they will not be subject to a late enrollment penalty. 
 

 
Should I get Parts A & B? 
Most people should enroll in Medicare Part A (Hospital Insurance) when they're first 
eligible, but certain people may choose to delay Medicare Part B (Medical Insurance). In 
most cases, it depends on the type of health coverage you may have. Select the situation 
that applies to you to learn more. 

 
 
Note  
You must pay your Part B premium every month for as long as you have Part B 
(even if you don’t use it). 

I'm currently working, and I have coverage through my job. 
The size of the employer determines whether you may be able to delay Part A and Part B 
without having to pay a penalty if you enroll later. 
The employer has fewer than 20 employees. 
You should sign up for Part A and Part B when you're first eligible. In this case, Medicare 
pays before your other coverage. Learn more about how to get Parts A and B. 

 
 
Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

The employer has 20 or more employees. 
Ask your benefits manager whether you have group health plan coverage (as defined by 
the IRS). People with group health coverage based on current employment may be able to 
delay Part A and Part B and won’t have to pay a lifetime late enrollment penalty if they 
enroll later. If you want to delay both Part A and Part B coverage, you don’t need to do 
anything when you turn 65. 
If you’re eligible for premium-free Part A, you can enroll in Part A at any time after 
you’re first eligible for Medicare. Your Part A coverage will go back (retroactively) 6 
months from when you sign up (but no earlier than the first month you’re eligible for 
Medicare). If you aren't eligible for premium-free Part A, and you don't buy it when you're 
first eligible, you may have to pay a penalty.  
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Note 
Premium-free Part A coverage: 
• Begins 6 months back from the date you apply for Medicare (or Social 
Security/RRB benefits). To avoid a tax penalty, you should stop contributing to 
your Health Savings Account (HSA) at least 6 months before you apply for 
Medicare. 
• Begins no earlier than the first month you were eligible for Medicare. 

When your employment or employer/union coverage ends 
Once the employment (or your employer/union coverage) ends, 3 things happen: 

1. You may be able to get COBRA coverage, which continues your health insurance 
through the employer's plan (in most cases for only 18 months) and probably at a higher 
cost to you. 

2. You have 8 months to sign up for Part B without a penalty, whether or not you 
choose COBRA. To sign up for Part B while you're employed or during the 8 months after 
employment ends, complete an Application for Enrollment in Part B (CMS-40B) and 
a Request for Employment Information (CMS-L564). If you choose COBRA, don't wait 
until your COBRA ends to enroll in Part B. If you don't enroll in Part B during the 8 
months after the employment ends: 

• You may have to pay a penalty for as long as you have Part B.  
• You won't be able to enroll until January 1–March 31, and you'll have to wait until 

July 1 of that year before your coverage begins. This may cause a gap in health care 
coverage. 

3. If you already have COBRA coverage when you enroll in Medicare, your COBRA 
will probably end. If you become eligible for COBRA coverage after you're already 
enrolled in Medicare, you must be allowed to take the COBRA coverage. It will always be 
secondary to Medicare (unless you have End-Stage Renal Disease (ESRD)).  
 
I have coverage through my spouse who is currently working. 
The size of the employer determines whether you may be able to delay Part A and Part B 
without having to pay a penalty if you enroll later. 
The employer has fewer than 20 employees. 
You should sign up for Part A and Part B when you're first eligible. In this case, Medicare 
pays before your other coverage. Learn more about how to get Parts A and B. 

 
 
Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

The employer has 20 or more employees. 
Ask the benefits manager whether you have group health plan coverage (as defined by the 
IRS). People with group health coverage based on current employment may be able to 
delay Part A and Part B and won’t have to pay a lifetime late enrollment penalty if they 
enroll later. 
How you delay your coverage depends on your situation: 

• If you’ll be getting benefits from Social Security or the Railroad Retirement Board 
(RRB) at least 4 months before you turn 65, you’ll automatically get Part A and Part B. 
You'll get your red, white, and blue Medicare card in the mail 3 months before your 65th 
birthday. If you don't want Part B, follow the instructions that came with the card. If you 
keep the card, you keep Part B and will pay Part B premiums. 



 123

• If you won’t be getting benefits from Social Security or the Railroad Retirement 
Board (RRB) at least 4 months before you turn 65, you don’t need to do anything when 
you turn 65. 
If you’re eligible for premium-free Part A, you can enroll in Part A at any time after 
you’re first eligible for Medicare. Your Part A coverage will go back (retroactively) 6 
months from when you sign up (but no earlier than the first month you are eligible for 
Medicare). If you aren't eligible for premium-free Part A, and you don't buy it when you're 
first eligible, you may have to pay a penalty.  

Note 
Premium-free Part A coverage: 
• Begins 6 months back from the date you apply for Medicare (or Social 
Security/RRB benefits). To avoid a tax penalty, you should stop contributing to 
your Health Savings Account (HSA) at least 6 months before you apply for 
Medicare. 
• Begins no earlier than the first month you were eligible for Medicare. 

When the employment or employer/union coverage ends 
Once the employment (or your employer/union coverage) ends, 3 things happen: 
1. You may be able to get COBRA coverage, which continues your health insurance 
through the employer's plan (in most cases for only 18 months) and probably at a higher 
cost to you. 
2. You have 8 months to sign up for Part B without a penalty, whether or not you 
choose COBRA. To sign up for Part B while you're employed or during the 8 months after 
employment ends, complete an Application for Enrollment in Part B (CMS-40B) and 
a Request for Employment Information (CMS-L564). If you choose COBRA, don't wait 
until your COBRA ends to enroll in Part B. If you don't enroll in Part B during the 8 
months after the employment ends: 
• You may have to pay a penalty for as long as you have Part B.  
• You won't be able to enroll until January 1–March 31, and you'll have to wait until 
July 1 of that year before your coverage begins. This may cause a gap in health care 
coverage. 
3. If you already have COBRA coverage when you enroll in Medicare, your COBRA 
will probably end. If you become eligible for COBRA coverage after you're already 
enrolled in Medicare, you must be allowed to take the COBRA coverage. It will always be 
secondary to Medicare (unless you have End-Stage Renal Disease (ESRD)).  
  
I have retiree coverage (from my former employer or my spouse’s former employer) 
or COBRA coverage. 
You should sign up for Part A and Part B when you're first eligible. In this case, Medicare 
pays before your other coverage. Learn more about how to get Parts A and B. 

Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

 
I have TRICARE, and I'm a retired service member. 
If you’re eligible for Part A and TRICARE, you must get Part B to keep your TRICARE 
coverage. 

Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 
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I have TRICARE, and I'm an active-duty service member. 
If you're an active-duty service member, or the spouse or dependent child of an active-
duty service member: 
• You don't have to enroll in Part B to keep your TRICARE coverage while the 
service member is on active duty. 
• Before the active-duty service member retires, you must enroll in Part B to keep 
TRICARE without a break in coverage. 
• You can get Part B during a special enrollment period if you have Medicare 
because you're 65 or older, or you're disabled. 
• If you have End-Stage Renal Disease (ESRD), you should enroll in Part A and 
Part B when you're first eligible. 
 
I have Veterans' benefits. 
If you have only Veterans' benefits, you should enroll in Part A and Part B when you're 
first eligible.   

Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

If you also have coverage described in one of the situations on this page, use that 
situation to decide whether to enroll in Part A and Part B. 
 
I have CHAMPVA. 
If you're eligible for Part A and CHAMPVA, you must get Part B to keep your 
CHAMPVA coverage. 

Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

 
I have End-Stage Renal Disease (ESRD). 
If you qualify for Part A, you can also get Part B. Enrolling in Part B is your choice. 
But, you’ll need both Part A and Part B to get the full benefits available under Medicare to 
cover certain dialysis and kidney transplant services. 
You can enroll in Part B without paying a late enrollment penalty if you apply for 
Medicare and are approved based on End-Stage Renal Disease (ESRD). 
 
If you’re paying a Part B late enrollment penalty when you apply for Medicare and enroll 
in Part B based on ESRD, your Part B penalty will be removed. 
 
I have Marketplace or other private insurance. 
If you’re eligible for premium-free Part A, you should enroll in Part A and Part B when 
you're first eligible. If you have a Marketplace plan for individuals or families, you should 
drop it so it stops when your Medicare coverage starts. 

Note 
If you don’t enroll when you’re first eligible, you may have to pay a Part B late 
enrollment penalty, and you may have a gap in coverage if you decide you want 
Part B later. 

If you have Marketplace coverage and you’re getting the reduced premium or tax credit, it 
will stop once your Part A starts. You won’t need this coverage once Medicare begins. If 
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you get tax credits to help pay your Marketplace plan premium after your Part A starts, 
you might have to pay back the credits when you file your taxes. 
If you aren’t eligible for premium-free Part A, you can choose to stay in the Individual 
Health Insurance Marketplace to get your coverage. That coverage may cost less. 
Coverage from an employer through the SHOP Marketplace is treated the same as 
coverage from an employer group health plan. If you’re getting health coverage from an 
employer through the SHOP Marketplace based on your or your spouse’s current 
employment, Medicare Secondary Payer rules apply. 
 
I don't have any of these. 
What if I don't want Part B? 
Make sure you review the situation above that applies to you so that you understand 
how dropping Part B would affect you. If you want to drop Part B, here's how to do it: 
Your Medicare hasn't started yet 
If your Medicare hasn’t started yet, there are 2 ways to drop Part B: 

1. If you were automatically enrolled in both Part A and Part B and sent a Medicare 
card [JPG], follow the instructions that come with the card, and send the card back. If you 
keep the card, you keep Part B and will pay Part B premiums. 

2. If you signed up for Medicare through Social Security, contact Social Security. 
Your Medicare has already started 
If your Medicare has started and you want to drop Part B, contact Social Security for 
instructions on how to submit a signed request. Your coverage will end the first day of the 
month after Social Security gets your request. 
 

Section 64  
Medigap Coverage. 
 
A Medigap policy is a health insurance policy sold by private insurance companies to fill the 
"gaps" in Original Medicare Plan coverage.  
 
There are ten standardized Medigap plans called "A" through “N." The front of a Medigap policy 
must clearly identify it as "Medicare Supplement Insurance." Each plan A through N has a 
different set of benefits. Plan A covers only the basic (core) benefits. These basic benefits are 
included in all the Plans A through N.  Plan N offers the most benefits. If you live in 
Massachusetts, Minnesota, or Wisconsin, different types of standardized Medigap plans are sold in 
your state. 

When you buy a Medigap policy, you pay a premium to the insurance company. This premium is 
different than the Medicare Part B premium you must also pay. As long as you pay your premium, 
your policy is guaranteed renewable, which means it is automatically renewed each year. Your 
coverage will continue year after year as long as you pay your premium. If you buy a Medigap 
policy, it only covers your health care costs. It doesn't cover any health care costs for your spouse. 

Important: In some states, insurance companies may refuse to renew a Medigap policy bought 
before 1990. At the time these policies were sold, state law was not required to say the Medigap 
policies had to be renewed automatically each year. 

Medigap policies only help pay health care costs if you have the Original Medicare Plan. You 
don't need to buy a Medigap policy if you are in a Medicare + Choice Plan. In fact, it is illegal for 
anyone to sell you a Medigap policy if they know you are in one of these plans. 
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It is also illegal for an insurance company to sell you a Medigap policy if you have Medicaid 
except in certain situations. 

A Medigap policy is not:  
• Coverage you get from your employer or union,  
• A Medicare + Choice Plan,  
• Medicare Part B, and  
• Medicaid.  

Who Can Buy A Medigap Policy?  
To buy a Medigap policy, you generally must have Medicare Part A and Part B. If you are under 
age 65 and you are disabled or have End-Stage Renal Disease (ESRD), you may not be able to buy 
a Medigap policy until you turn 65.  

Can I Keep Seeing The Same Doctor If I Buy A Medigap Policy?  

In most cases, yes. If you are in the Original Medicare Plan and you have a Medigap policy, you 
can go to any doctor, hospital, or other health care provider who accepts Medicare. However, if 
you have the type of Medigap policy called Medicare SELECT, you must use specific hospitals 
and, in some cases, specific doctors to get your full insurance benefits. 

Why Would I Want To Buy A Medigap Policy?  

You may want to buy a Medigap policy because Medicare doesn't pay for all of your health care. 
There are "gaps" or costs that you must pay in the Original Medicare Plan. Remember, no 
Medigap policy will cover all the gaps in the Original Medicare Plan.  

If you are in the Original Medicare Plan, a Medigap policy may help you:  
• Lower your out-of-pocket costs, and  
• Get more health insurance coverage.  

What you pay out-of-pocket in the Original Medicare Plan will depend on the following:  
• Whether your doctor or supplier accepts "assignment" which means takes Medicare's 

approved amount as payment in full,  
• How often you need health care,  
• What type of health care you need,  
• Whether you buy a Medigap policy,  
• Which Medigap policy you buy, and  
• Whether you have other health insurance. 

 
Compare Medigap plans side-by-side 
The chart below shows basic information about the different benefits Medigap policies cover. 
Yes = the plan covers 100% of this benefit 
No = the policy doesn't cover that benefit 
% = the plan covers that percentage of this benefit 
N/A = not applicable 
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Medigap Benefits Medigap Plans 

A B C D F* G K L M N 

Part A coinsurance and 
hospital costs up to an 
additional 365 days after 
Medicare benefits are 
used up Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes 
Part B coinsurance or 
copayment Yes Yes Yes Yes Yes Yes 50% 75% Yes 

Yes
*** 

Blood (first 3 pints) Yes Yes Yes Yes Yes Yes 50% 75% Yes Yes 
Part A hospice care 
coinsurance or copayment Yes Yes Yes Yes Yes Yes 50% 75% Yes Yes 
Skilled nursing facility care 
coinsurance No No Yes Yes Yes Yes 50% 75% Yes Yes 
Part A deductible No Yes Yes Yes Yes Yes 50% 75% 50% Yes 
Part B deductible No No Yes No Yes No No No No No 
Part B excess charge No No No No Yes Yes No No No No 
Foreign travel exchange 
(up to plan limits) No No 80% 80% 80% 80% No No 80% 80% 
Out-of-pocket limit**   N/A N/A N/A N/A N/A N/A $5,240 $2,620 N/A N/A 

 
Plan F also offers a high-deductible plan. If you choose this option, this means you must 
pay for Medicare-covered costs up to the deductible amount of $2,240 in 2018 before your 
Medigap plan pays anything. 
** After you meet your out-of-pocket yearly limit and your yearly Part B deductible, the 
Medigap plan pays 100% of covered services for the rest of the calendar year. 
*** Plan N pays 100% of the Part B coinsurance, except for a copayment of up to $20 for 
some office visits and up to a $50 copayment for emergency room visits that don't result in 
inpatient admission. 

 
 

 
 
Section 65  
Chapter 6 Review  
 

Medicare is available at age 65 
 
Rates of fatal crashes involving drivers 79 years and older are the highest of any demographic 
 
Visual impairments and range of motion restrictions are two significant contributors to 
accidents among elderly drivers 
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Standard homeowner insurance policies cover vacant land liability, however the property 
likely will need to be listed in the policy Declaration page 
 
There are two types of insurance companies, Mutual and Stock.  A Mutual is owned by its 
policyholders and a stock company is owned by investors.  A Stock company is focused on 
generating wealth for its stock holders. 
 
The Underwriters Rating Board offers flexibility that allows insurance companies to work with 
their agents to customize coverage 
 
An alternative to mutual insurance companies and larger standard lines companies would be 
the Excess and Surplus Lines Market.   
 
Excess Lines business must be brokered through a producer licensed as an Excess Lines Broker 
 
Flood insurance is provided through the National Flood Insurance Program (NFIP) which is 
administered by the Federal Emergency Management Agency (FEMA).   
 
Individual liability for a timeshare owner is extended from the individual’s homeowners or 
renter’s insurance policy 
 
Condominium owners should always have an insurance policy specifically covering their 
property and personal liability 
 
Individuals cannot buy into Medicare early 
 
COBRA is the commonly used acronym for the Consolidated Omnibus Budget Reconciliation 
Act of 1985 
 
Coverage under COBRA can be maintained for up to 18 months 
 
Members of the New York State & Local Retirement System may be eligible for coverage 
under the New York Sate Health Insurance Program (NYSHIP). 
 
The New York State Health Exchange is the Health Plan Marketplace and is online at 
www.nystateofhealth.ny.gov.    
 
Medicare Part A (Hospitalization) is available to nearly all individuals at no cost when they 
reach age 65. 
 
A Medigap policy is a health insurance policy sold by private insurance companies to fill the 
"gaps" in Original Medicare Plan coverage.  
 
There are ten standardized Medigap plans called "A" through “N." 

 
 
 
 
 
 
 
 
Chapter 7  
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Section 66  
Retirement Years 
 
Spending Retirement Savings 
 
Retirement comes at different times for different people.  Spending retirement funds, however, has 
restrictions.  For the early retiree, spending retirement savings may begin at 59 ½, 55, or earlier 
under certain circumstances.  Social Security for retirees is not available before reaching 62.  
For those who either love their career or need to continue working, distributions from retirement 
savings must start by age 70 ½.  Early withdrawals from retirement accounts are subject to a 
10% penalty in addition to income tax owed at State and Federal levels. 
 
Those who retire from employment with a 401k plan in place may opt to begin distributions at age 
55, if their “Plan” allows for distribution before age 59 ½.  There is an exception for Public Safety 
Employees who are allowed distributions at age 50.  401k plans are Tax Deferred accounts.  Tax 
deferral allows pre-tax contributions to be made into the account; taxation occurs when 
distributions are made, generally when the beneficiary is in a lower tax bracket. 
 
Traditional IRA accounts do not allow for distributions before age 59 ½.  Like 401k plans, 
traditional IRA accounts allow for pre-tax contributions, postponing taxation until distribution of 
funds. 
 
401k plans and Traditional IRA accounts have Required Minimum Distribution (RMD) 
provisions for beneficiaries to begin withdrawing funds at age 70 ½.   
 
Roth IRAs differ from 401k and traditional IRA accounts by taxing funds at the time of 
contribution.  Roth IRA contributions are after-tax and the funds grown tax-free with no tax 
owed at the time of distribution.   Unlike 401k and Traditional IRA accounts, there is no 
requirement for the beneficiary to begin distributing funds.   
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Age Significance 

21 

An employer-sponsored retirement plan cannot exclude an employee 
from participating after the employee turns age 21 (and completes the necessary 
service requirement). 

Note: SIMPLE IRA plans have no minimum age requirement. 

 50 

In the year of turning 50 or older, annual catch-up contributions may be made 
to: 

• IRAs 
• employer-sponsored plans that accept elective deferrals 

A public safety employee who receives a distribution from a governmental 
defined benefit plan after separation from service is not subject to the 10% 
additional tax on early distributions if the distribution occurs in the year of 
turning 50 or older. 

 55 
An employee who receives a distribution from a qualified plan after separation 
from service is not subject to the 10% additional tax on early distributions if the 
distribution occurs in the year of turning 55 or older. 

59½ Distributions from qualified retirement plans, including IRAs, are not subject to 
the 10% additional tax on early distributions once the recipient turns 59½. 

 62 
A pension plan may pay benefits to a participant age 62 or older even if the 
participant has not separated from employment. The rules regarding a plan’s 
youngest permissible normal retirement age have a safe harbor of age 62. 

 65 

Defined benefit plans often calculate retirement benefits based on annuities 
beginning at age 65. 

Unless a participant elects otherwise, benefits under a qualified plan must begin 
within 60 days after the close of the latest plan year in which the participant:  

turns 65 (or the plan’s normal retirement age, if earlier); 
completes 10 years of plan participation; or 
terminates service with the employer. 

 70½ 

Required minimum distributions must generally start by April 1 following the 
year of turning 70½. 
 
A qualified plan may allow participants to delay taking distributions until after 
retirement (unless the participant is a 5% owner). 
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Section 67  
Auto 
 
Retirement can be a time to travel and see new sights, especially in a car.  Baby boomers might be 
nostalgic for Route 66 and times before major interstates connected the East and West coasts and 
major cities across the Country, or maybe just the cars they remember from their youth.  Owning a 
classic muscle car from the 1960’s or early 1970’s, or vintage vehicles from the 1920’s or 1930’s 
is common enough that specialized auto insurance programs exist to cover those cars specifically.   
 
There is generally no difference between the terms antique, classic and vintage with respect to 
automobiles.  Most specialty auto insurers consider a vehicle to be classic when it is 25 years old 
or older.  Insurance for these vehicles from specialty carriers is often priced significantly lower 
than regular use vehicles; however there are considerations for the insured to keep in mind.  A 
common primary underwriting requirement is for another daily-driver vehicle to be insured by the 
same individual on a separate policy.  Classic car insurance generally assumes the vehicle is driven 
on occasionally.  Classic car insurance provides liability coverage as well as physical damage 
coverage. 
 
Classic car insurance programs differ from race insurance or track day insurance programs.  Many 
car enthusiasts who own classic cars or late model sport style vehicles enjoy track day events 
where public street speed limits do not need to be adhered to.  High Performance Drivers Event 
(HPDE) insurance will cover physical damage to the insured’s vehicle but the programs generally 
do not provide liability coverage.  Standard automobile insurance policies exclude coverage 
for race events. 
 

PERSONAL AUTO POLICY  
PP 00 01 01 05 

EXCLUSIONS   
We will not pay for:  

12. Loss to "your covered auto" or any "nonowned auto", located inside a facility 
designed for racing, for the purpose of:    

a. Competing in; or    
b. Practicing or preparing for;  any prearranged or organized racing or 
speed contest. 

RV Insurance 
Another common retirement travel option is the Recreational Vehicle (RV). Taking your home 
with you to tour the Country, with the comfort of your own bed and belongings, is growing in 
popularity.  While some RV owners use their motor homes to camp for a week at a time, others 
make a permanent move and give up traditional home ownership altogether.   
 
Motorized RV’s used occasionally may be offered coverage by standard auto insurance 
companies, however full-time living in an RV is likely to be an excluded coverage.  Full-time RV 
dwellers should look for coverage for their Personal Liability, Medical Payments to Others, 
Personal Belonging Coverage and Emergency Expense Allowance.  Several specialty RV 
insurance programs offer full-time living coverage with features similar to a homeowners policy 
with auto coverage in one insurance package.     
 
RV living is not specifically the motorized home version; travel trailers offer many of the same 
conveniences, without the engine.  Campers, travel trailers, and fifth wheels are pulled behind a 
tow vehicle.  Motor homes are self-powered and are either a Class C vehicle or a Class A vehicle.  
A Class C RV is built on a modified van or truck frame and will generally have a Gross Vehicle 
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Weight of 10,000 to 12,000 pounds.  A Class A motorhome is a larger class vehicle with weight 
between 13,000 and 30,000 pounds built on a bus frame or commercial truck chassis.   
 
In New York State most individuals hold a Class D Operator license which permits their operation 
of vehicles up to 26,000 pounds that are not used for commercial purposes.  The operation of a 
motorhome over 26,000 pounds requires a Commercial (CDL) license.   
 
 
 
Driver Limitations 
 
After a few years in retirement, most drivers decrease their activity behind the wheel.  As 
individuals age, many begin to suffer vision, cognition and motor function limitations that lead to 
higher accident rates.  Other factors can inhibit an individual’s driving ability as well, especially 
medications.  Prescriptions for pain management or sleep problems come with warnings about the 
potential for side effects that can impair a driver’s judgment or ability to react in traffic, 
individually safe drugs may become unreliable when taken as prescribed with other medications.   
 
We all hope for a long and healthy retirement, filled with friendship and enjoyment, the aging 
process catches up with most individuals.  Several states place specific requirements on older 
drivers to ensure they continue to maintain the ability to operate a vehicle safely.  Texas, for 
example, requires drivers to renew their license in person rather than by mail, starting at age 79, 
and reduces the renewal from 6 years to 2 years at age 85.  Many other states introduce vision test 
requirements for drivers at certain ages.  Nebraska allows law enforcement or family members to 
report someone as a potentially unsafe driver requiring the driver to provide a medical clearance 
and potentially report for a driving test.   
 
New York State does not have specific restrictions for older drivers but does have a vision test for 
all license renewals with vision acuity of 20/40 or better.  
 
 

 Department of Motor Vehicles 

Vision requirements & restrictions 

You must pass a vision test when you apply for a driver license or to renew your license. 
The test must show that you have visual acuity of at least 20/40 (based on the Snellen 
Visual Acuity Scale) in either or both eyes, with or without corrective lenses.  
You may take a vision test at a DMV office or your vision test results may be submitted to 
DMV 

• electronically by a vision care provider enrolled in the DMV Online Vision 
Registry (search by ZIP Code for an enrolled provider), or 

• by a Vision Test Report (pdf) (MV-619) 1 completed by a 
 

o physician 
o physician's assistant 
o ophthalmologist 
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o optometrist 
o optician 
o registered nurse 
o nurse professional 

If you are mailing or bringing a Vision Test Report to DMV.  It must be completed in 
English.  
  
What are the restrictions related to driver vision? 
If your eye exam indicates you must wear corrective lenses to pass the vision test, a "B" 
restriction will be placed on your driver license or learner permit. 
There are also restrictions for drivers with low vision. 

• Telescopic lenses - Telescopic lenses are corrective lenses that are much more 
powerful than normal eyeglasses or contact lenses. If you need telescopic lens to pass a 
vision test, you must send a completed Eye Test Report for Medical Review Unit 
(pdf) form (MV-80L) to DMV's  Medical Review Unit (MRU). A "TELESCOPIC 
LENSES" restriction will be placed on your driver license or learner permit.  If you no 
longer need telescopic lenses, you can submit a new form MV-80L to remove the 
restriction. 

• Daylight driving only - If an eye care professional indicates that your vision at 
night is impaired, a "DAYLIGHT DRIVING ONLY" restriction will be added your 
driver license or learner permit. 

 
A vision test is a measure of an individual’s ability to read at a specified distance, compared to 
“Normal” population.  20/20 vision is the ability for an individual to read a series of characters 
ranging for large to small at a distance of 20 feet, compared with the normal population.  A person 
with 20/40 vision is only capable of reading clearly at 20 feet what others are able to read at 40 
feet.  A person with better than average vision may have 20/15 vision meaning they are able to 
read at 20 feet what a normally individual must move up to 15 feet to read clearly. The standard 
chart for the test is the Snelling Chart.   
 
Vision loss and other impairments are linked to higher accident rates among seniors.  Not all 
incidents require an insurer to be notified and a series of small events may go unnoticed by 
insurance agents and carriers.  When accidents are reported, insurers are able to establish driver 
patterns that may indicate a problem with their insured.   
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Section 68  
Vision Care   
 
Many vision impairments are correctible with lenses or surgery, while others can be managed with 
medication.  Vision care is included as an Essential Health Benefit for children under the 
Affordable Care Act, however adult coverage is not required.  
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Vision Coverage 
A health benefit that at least partially covers vision care, like eye exams and glasses. All 
plans in the Health Insurance Marketplace include vision coverage for children. Only 
some plans include vision coverage for adults. 
If adult vision coverage is important to you, check the details of any plan you’re 
considering. 
If your plan doesn’t include adult vision coverage, you can buy a “stand-alone” vision plan 
to reduce your vision care expenses. The Marketplace doesn’t offer stand-alone vision 
plans. To shop for stand-alone vision plans, contact an insurance agent or broker, or search 
for plans online. You can also contact your state’s Department of Insurance. 

 
Adult vision care coverage may be an option within their health insurance plan, however most 
individuals receive coverage through a stand-alone vision insurance plan.   
 
Medicare Parts A and B provide limited coverage for vision care.  Medicare will provide coverage 
for necessary surgical procedures, including cataract removal.  Medicare Parts A and B do not 
provide coverage for refractive procedures, commonly known as Lasik Vision Correction.   
 
Medicare Advantage Plans (Medicare Part C) may offer vision and dental coverage, however they 
are not required coverage.   
 
Vision and dental care are types of limited Accident and Health insurance policies and 
require an insurance license to sell in New York State.     
 
Section 69  
Third Party Notification  
 
In many relationships, household responsibilities are divided between a couple, with one person 
handling bills and other important paperwork throughout their relationship.  If that individual 
becomes incapacitated or dies, the surviving spouse may have difficulty maintaining the upkeep of 
insurance policies and other household bills.  Cancellation of insurance policies, including auto, 
home, healthcare and long term care, can create significant problems for the insured and their 
representatives. 
 
Family members living apart from their parents provide a significant amount of care and assistance 
to the elderly.  To ensure that important bills and notices are not lost or overlooked, Section 3111 
of the Insurance Law allows for the designation of a Third Party to receive copies of important 
correspondence, including cancellation notices.  Third party notification is a significant step in 
helping aging adults to remain independent and in their own home.  The Law has been enhanced 
over time with provisions specific to health insurance and long-term care policies.  The New York 
Law defines a “senior citizen” as an individual age 65 or older.  Notifications to a designated third 
party must be clearly marked "IMPORTANT  INSURANCE POLICY INFORMATION: 
OPEN IMMEDIATELY".   
 

New York State Insurance Law 
Section 3111.  
Special  provisions  relating  to  senior citizens.  
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(a) Every   insurer that has in  force  any  policy  of  insurance  subject  to  
the 
  provisions  of  section  three thousand four hundred twenty-five of this 
  chapter shall permit senior citizen insureds to designate a third  party 
  to  whom  the insurer shall transmit notices of cancellation, nonrenewal 
  and conditional renewal. The senior citizen  insured  shall  notify  the 
  insurer  that  a  third  party has been so designated. Such notification 
  shall be delivered to the insurer  by  certified  mail,  return  receipt 
  requested,  and shall be effective not later than ten business days from 
  the date of receipt by the insurer. The notification  must  contain,  in 
  writing, an acceptance by the third party designee to receive notices of 
  cancellation,  nonrenewal  and  conditional  renewal  from  the insurer. 
  Should the third party designee desire to terminate his or her status as 
  a third party designee, such designee shall provide  written  notice  to 
  both  the  insurer  and  the  senior  citizen insured. Should the senior 
  citizen insured desire to terminate the  third  party  designation,  the 
  insured shall provide written notice to the insurer. The transmission to 
  the  third  party  designee of any notice of cancellation, nonrenewal or 
  conditional renewal shall be in addition to  a  copy  of  such  document 
  transmitted  to  the senior citizen insured and when a third party is so 
  designated all such notices shall  be  mailed  in  an  envelope  clearly 
  marked  on  its  face  with  the  following: "IMPORTANT INSURANCE 
POLICY 
  INFORMATION: OPEN IMMEDIATELY". Designation as a third 
party  shall  not 
  constitute  acceptance  of any liability on the third party for services 
  provided to such senior citizen. The insurer  shall  notify  its  senior 
  citizen  insureds  annually  in writing of the availability of the third 
  party designee notice procedure  and  provide  information  on  how  the 
  insured  can  commence  this procedure, however, such notice need not 
be 
  provided once a senior citizen has made a designation. 
 
(b) Every insurer that has in force a premium paying  individual  life 
  insurance policy on the life of a senior citizen insured, who has made a 
  designation  in  accordance  with  paragraph  one  of  subsection (b) of 
  section three thousand two hundred eleven of this  chapter,  shall  upon 
  appropriate  notification  as  described  herein,  provide  such  senior 
  citizen with a copy of the notice  of  cancellation  for  nonpayment  of 
  premiums before the lapse date of the policy. The senior citizen insured 
  shall  notify  the  insurer that in addition to the person designated in 
  accordance with  paragraph  one  of  subsection  (b)  of  section  three 
  thousand  two  hundred eleven of this chapter, a copy of such notices of 
  cancellation shall be transmitted to the senior citizen insured and when 
  a third party is so designated all such notices shall be  mailed  in  an 
  envelope  clearly  marked  on  its  face  with the following: 
"IMPORTANT 
  INSURANCE POLICY INFORMATION: OPEN IMMEDIATELY".  
Such  notification  to   the  insurer  shall  be in writing delivered to the 
insurer by certified 
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  mail, return receipt requested and shall be effective not later than ten 
  business days from the date of receipt by the insurer. Should the senior 
  citizen  insured  desire  to  terminate  receipt  of  such  notices   of 
  cancellation,  such  senior  citizen shall provide written notice to the 
  insurer. The insurer shall at the time the senior citizen insured  makes 
  a  designation  in  accordance  with  paragraph one of subsection (b) of 
  section three thousand two hundred eleven of  this  chapter  inform  the 
  senior  citizen  in  writing  about  the  notice  procedure  and provide 
  information on how the insured can commence this procedure. 
 
(c) Every insurer, corporation organized under article forty-three  of 
  this chapter or organization certified pursuant to article forty-four of 
  the  public  health  law  that has in force a health insurance policy or 
  medicare supplemental insurance  policy  as  defined  in  section  three 
  thousand two hundred eighteen of this chapter the premiums for which 
are  
  paid  directly to the insurer by the senior citizen insured shall permit 
  senior citizen insureds to designate a third party to whom  the  insurer 
  shall  transmit  notices  of  nonpayment  of  premiums  due or notice of 
  cancellation  for  nonpayment of premiums, as determined by the insurer. 
  The senior citizen shall notify the insurer that a third party has  been 
  so  designated.  Such  notification shall be delivered to the insurer by 
  certified mail, return receipt requested, and  shall  be  effective  not 
  later  than  ten  business days from the date of receipt by the insurer. 
  The notification must contain, in writing, an acceptance  by  the  third 
  party designee to receive such notices of cancellation. Should the third 
  party  designee  desire  to terminate his or her status as a third party 
  designee, such designee shall provide written notice to both the insurer 
  and the senior citizen insured. Should the senior citizen insured desire 
  to terminate the third party  designation,  the  insured  shall  provide 
  written  notice  to  the  insurer.  The  transmission to the third party 
  designee of any such notice of cancellation shall be in  addition  to  a 
  copy of such document transmitted to the senior citizen insured and 
when 
  a  third  party  is so designated all such notices shall be mailed in an 
  envelope clearly marked on  its  face  with  the  following:  
"IMPORTANT 
  INSURANCE  POLICY INFORMATION: OPEN IMMEDIATELY". 
Designation as a third 
  party shall not constitute acceptance of  any  liability  on  the  third 
  party  for  services  provided to such senior citizen. The insurer shall 
  notify  its  senior  citizen  insureds  annually  in  writing   of   the 
  availability  of  the  third party designee notice procedure and provide 
  information on how the insured can  commence  this  procedure;  
however, 
  such  notice  need  not  be  provided  once  a senior citizen has made a 
  designation. 
 
(d) In the case of a medicare supplemental insurance policy as defined 
  in section three thousand two hundred eighteen of this  chapter  offered 
  by  or through a group the premiums for which are paid to the insurer by 
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  the group policyholder or group remitting agent, the group  policyholder 
  or  group  remitting  agent  shall  permit  senior  citizen  insureds to 
  designate a  third  party  to  whom  the  group  policyholder  or  group 
  remitting  agent shall transmit notices of nonpayment of premiums due 
or 
  notice of cancellation for nonpayment of premiums, as determined by  
the 
  group  policyholder  or  group remitting agent. The senior citizen shall 
  notify the group policyholder or group  remitting  agent  that  a  third 
  party  has  been  so designated. Such notification shall be delivered to 
  the group policyholder or group remitting agent by mail,  and  shall  be 
  effective  not  later than ten business days from the date of receipt by 
  the group policyholder or group remitting agent. The  notification  must 
  contain,  in  writing,  an  acceptance  by  the  third party designee to 
  receive such notices of cancellation. Should the  third  party  designee 
  desire  to  terminate  his or her status as a third party designee, such 
  designee shall provide written notice to both the group policyholder  or 
  group  remitting agent and the senior citizen insured. Should the senior 
  citizen insured desire to terminate the  third  party  designation,  the 
  insured  shall provide written notice to the group policyholder or group 
  remitting agent. The transmission to the third  party  designee  of  any 
  such  notice  of  cancellation  shall  be  in addition to a copy of such 
  document transmitted to the senior citizen  insured  and  when  a  third 
  party  is  so designated all such notices shall be mailed in an envelope 
  clearly marked on its face  with  the  following:  "IMPORTANT  
INSURANCE 
  POLICY  INFORMATION:  OPEN  IMMEDIATELY".  Designation  
as a third party 
  shall not constitute acceptance of any liability on the third party  for 
  services  provided  to  such  senior  citizen. The group policyholder or 
  group remitting agent shall notify its senior citizen insureds  annually 
  in  writing  of  the  availability  of  the  third party designee notice  
  procedure and provide information on how the insured can  commence  
this 
  procedure;  however,  such  notice  need  not  be provided once a senior 
  citizen has made a designation. 
 
(e)  Every insurer that has in force a long-term care insurance policy 
  as defined in section one thousand one hundred seventeen of this chapter 
  the premiums for which are paid directly to the insurer  by  the  senior 
  citizen  insured,  except  a  policy  that qualifies as a long-term care 
  insurance contract as defined in Section 7702B of the  Internal  Revenue 
  Code, shall permit senior citizen insureds to designate a third party to 
  whom the insurer shall transmit notices of nonpayment of premiums due 
or 
  notice  of cancellation for nonpayment of premiums, as determined by 
the 
  insurer. The senior citizens shall notify the insurer that a third party 
  has been so designated. Such notification  shall  be  delivered  to  the 
  insurer  by  certified  mail,  return  receipt  requested,  and shall be 
  effective not later than ten business days from the date of  receipt  by 
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  the insurer. The notification must contain, in writing, an acceptance by 
  the third party designee to receive such notices of cancellation. Should 
  the  third  party  designee  desire  to terminate his or her status as a 
  third party designee, such designee shall provide written notice to both 
  the insurer and the senior citizen insured. Should  the  senior  citizen 
  insured  desire  to  terminate  the third party designation, the insured 
  shall provide written notice to the insurer.  The  transmission  to  the 
  third  party  designee  of  any  such notice of cancellation shall be in 
  addition to a copy of such document transmitted to  the  senior  citizen 
  insured  and  when a third party is so designated all such notices shall 
  be mailed in an envelope clearly marked on its face with the  following: 
  "IMPORTANT  INSURANCE POLICY INFORMATION: OPEN 
IMMEDIATELY".   
Designation as a third party shall not constitute acceptance of any liability 
on the 
  third party for services provided to such senior  citizen.  The  insurer 
  shall  notify  its  senior  citizen  insureds annually in writing of the 
  availability of the third party designee notice  procedure  and  provide 
  information  on  how  the  insured can commence this procedure; 
however, 
  such notice need not be provided  once  a  senior  citizen  has  made  a 
  designation. 
 
(f)  For purposes of this section, "senior citizen insured" shall mean 
  a New York resident who is the policyowner or the  insured  and  is  age 
  sixty-five  or  older.  The  superintendent  may  promulgate regulations 
  necessary to carry out the purposes of this section. 

 
 
 
 
 
Section 70  
Estate Planning 
 
Estate Planning is an orderly preparation for the transfer of worldly assets, following death, as well 
as directives from an individual for their personal care during a decline in health as well as 
following their death.  Estate planning is more than the proper preparation of Will; it should 
include execution of a Health Care Proxy, a Living Will and possibly several additional 
documents.   
 
A Will, Health Care Proxy and Living Will are three separate and distinct documents.  A will is a 
document in which a person specifies their wishes for the management and distribution of their 
estate after death. The health care proxy designates an individual to act on their behalf in the 
event they are incapable of doing so.  A living will is a document stating an individuals wishes 
for medical care, such as an order that medical staff Do Not Resuscitate (DNR) if they have a 
terminal illness or are permanently unconscious.   
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The New York Health Care Proxy 
The health care proxy (also available in Spanish) is a legal form that gives the person you choose as 
your health care agent the authority to make all health care decisions for you, including the decision to 
remove or provide life-sustaining treatment, unless you say otherwise in this form. “Health care” means 
any treatment, service or procedure to diagnose or treat your physical or mental condition. 

• Unless your agent reasonably knows your wishes about artificial hydration and nutrition 
(water and nourishment provided by an intravenous line or feeding tube), he or she will not be 
allowed to refuse or consent to those measures for you. Include the statement, “My agent does 
know my wishes about artificial hydration and nutrition.” in your health care proxy. 

• Your health care proxy must be signed and dated in the presence of two witnesses. 
• Your health care agent will start making decisions for you when your doctor determines that 

you are not able to make health care decisions for yourself. 
• Even though you have signed this form, you have the right to make health care decisions for 

yourself as long as you are able to do so, and treatment cannot be given to you or stopped if 
you object. Your health care agent does not have any power to object or make decisions as 
long as you have the ability to do so. 

 
The New York Living Will 

• The living will (also available in Spanish) is an advance directive that lets you state your 
wishes about medical care in the event that you develop an irreversible condition that prevents 
you from making your own medical decisions. 

• The living will becomes effective if you become terminally ill, permanently unconscious or 
minimally conscious due to brain damage and will never regain the ability to make decisions. 

• Persons who want to indicate under what set of circumstances they favor or object to 
receiving any specific treatments use the living will. 

• Unlike most states, New York does not have a specific law recognizing living wills but relies 
upon “clear and convincing evidence” of your wishes. Documenting your wishes in a Living 
Will may help to show the required level of “clear and convincing evidence.” 

• You should follow the witnessing procedures established in the Health Care Proxy Act and 
sign your Living Will in the presence of two adult witnesses. 

https://compassionandsupport.org/advance-care-planning/cccc/advance-directives/  
 
 
In New York State, having a will does not mean that an individuals estate will not be subject to 
Probate.  Probate is a process where the Surrogate Court is involved to ensure the proper 
distribution of an individual’s estate, whether the individual had executed a will or not. Each of 
New York’s 62 Counties has a Surrogate Court.   

 
PROBATE  
When a Decedent (the person who died) had a Will then the Will must be filed in 
Surrogate's Court and admitted for probate. If the Decedent died without a Will, then 
an administration proceeding should be file. If the Decedent had less than $30,000 of 
personal property with a Will or without a Will, then a small estate, also called a voluntary 
administration proceeding, can be filed instead. 
 
Probate is the process of proving that the Will is valid. During probate, the Will is proved 
to the satisfaction of the court that it's the Last Will and Testament of the person who died. 
Once the Surrogate (the judge in Surrogate's Court) is convinced of the validity of the 
Will, the Executor named in the Will is appointed to distribute the estate and carry out the 
wishes of the person who died. The Surrogate's Court oversees this process. 
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http://www.nycourts.gov/courthelp/whensomeonedies/probate.shtml   
 
Planning the transfer of an estate incorporates health care considerations as well as wealth 
distribution.  During the past several years, the Basic Exclusion Amount (BEA) for assets 
transferred through inheritance and exempt from taxation in New York State has increased 
significantly to keep pace with Federal Estate Tax exemptions.  For the year 2018, the Federal 
estate tax exemption increases to $11,180,000, from $5,490,000 in 2017.  The exemption limit in 
New York State in 2018 is $5,250,000.  These exemptions are doubled for married couples. 
 

 
https://www.irs.gov/pub/irs-pdf/i706.pdf  

 https://www.tax.ny.gov/pdf/current_forms/et/et706.pdf  
 
One of the traditional uses of life insurance is to provide cash to a beneficiary who will inherit a 
sizable estate, to offset Federal and State Estate tax.  Life insurance proceeds are non-taxable, 
with limited exceptions.   
 



 142

Life Insurance Proceeds  
Life insurance proceeds paid to you because of the death of the 
insured person aren't taxable unless the policy was turned over to 
you for a price. This is true even if the proceeds were paid under 
an accident or health insurance policy or an endowment contract. 
However, interest income received as a result of life insurance 
proceeds may be taxable. 
https://www.irs.gov/pub/irs-pdf/p525.pdf  

 
 
The Federal Estate Tax Exemption has increased steadily over the past 100 years.  In 1916, the 
exemption was $50,000.  In 1980, the exemption was $161,000 and rose to $676,000 in 2001, 
$1,000,000 in 2002 and $2,000,000 in 2006.  In 2009, the Federal Estate Tax Exemption was set at 
$3,500,000, increased to $5,000,000 in 2010 and made a significant increase to $11,180,000 in 
2018.  The Federal Estate Tax now is affecting fewer than 1% of the United States population.  
The Federal Estate Tax applies to estate proceeds to an individual for the portion of inheritance 
over and above $11,180,000.  New York State Estate Tax applies to the entire estate once the 
allowable exception is surpassed.  
 
New York State also applies a tax on interest accrued on undistributed life insurance benefits to 
individuals.  For example, if an insured dies on January 1st of a given year and the beneficiary 
receives two installments, one half paid immediately and a second half paid six months later, the 
interest earned on the balance during the six month interim may be taxable, but only the interest 
portion. 
 

   
Department of  
Financial Services     
 
The Office of General Counsel issued the following informal opinion on October 10, 
2002, representing the position of the New York State Insurance Department. 
Re: Interest on Proceeds of Life Insurance Policy when Beneficiary is a Minor 
Question Presented: 
How is interest computed on the proceeds of a life insurance policy? Must a claim be fully 
filed with the life insurer for interest to begin to accrue? 
Conclusion: 
Pursuant to N.Y. Ins. Law § 3214(c) (McKinney 2000), interest upon the principal sum 
paid to the beneficiary of a life insurance policy shall be computed from the date of death 
of the insured to the date of payment, and not from the date that the claim is fully filed 
with the life insurer. 
Facts: 
An individual who died on April 23, 1990 owned a group life insurance policy that named 
his grandson as beneficiary. The beneficiary was only five years old at the time of his 
grandfather’s death. (It is presumed that the group life insurance policy was issued in New 
York State and subject to New York law). The wife of the deceased informed the 
employer about the death and completed all sections of the claim form except for the legal 
guardian information. This was because the beneficiary had no legal guardian. She also 
provided two certified copies of the death certificates to the employer. The employer 
advised that the life insurer was unable to pay the claim until the beneficiary turned 18 
years old or had a legal guardian. 
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The beneficiary will be turning 18 years old in the near future, and recently began tracking 
down the proceeds of his grandfather’s life insurance policy. After difficulty and time, the 
insurer and employer were able to locate the policy information. Apparently, given the fact 
that the beneficiary was a minor and had no legal guardian, the insurer did not process the 
claim at the time of death. 
The life insurer now claims that interest only accrues after all paperwork for the claim has 
been completed and fully filed with them. However, the form could not be completed 
because the beneficiary had no legal guardian information at that time. The issue here is 
one of computation of interest on the proceeds of a life insurance policy. 
Analysis: 
N.Y. Ins. Law § 3214(c) (McKinney 2000), governs the interest rate and computation of 
such rate to be paid upon a life insurance death claim. Section 3214(c) provides that: 
If no action has been commenced, interest upon the principal sum paid to the beneficiary 
or policyholder shall be computed daily at the rate of interest currently paid by the insurer 
on proceeds left under the interest settlement option, from the date of death of an insured 
or annuitant in connection with a death claim on such a policy of life insurance or contract 
of annuity and from the date of maturity of an endowment contract to the date of payment 
and shall be added to and be a part of the total sum paid. (emphasis added) 
Therefore in New York, interest begins to accrue from the date of death of an insured, not 
from the date that the claim had been fully filed with the life insurer. 
In addition, under the interest settlement option, the interest rate would be determined by 
the rate in effect as of the date of death, not by the rate in effect on the date of payment of 
proceeds. Furthermore, the interest would be calculated by whatever rate is in effect on 
each day under the interest settlement option, from the date of death to the date of 
payment. Thus, the rate is subject to whatever rate fluctuations and changes occur during 
that period of time. It should be noted that many insurers only change the interest rate in 
effect under the interest settlement option on an annual basis. 
For further information, you may contact Senior Attorney Meredith S. Kaufer at the New 
York City Office. 

 
While the offset of estate tax has been a component of estate planning, there are other uses for life 
insurance in most plans.  Life insurance can provide cash for funeral expenses, mortgage and debt 
payment, as well as ordinary living expenses.  In New York State, insurers are required to 
make prompt payment on claims submitted.  The submission of a life insurance claim will 
require a certified copy of a Death Certificate.   
 

Section 2601 
Unfair claim settlement practices; penalties Insurance (ISC) 
(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: 

(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; 

 
An insurance carrier may challenge a claim for death benefits under a life insurance policy during 
the first two years of a policy, known as the Contestability Period if they believe statements 



 144

made on the original application were false.  If the applicant for life insurance knowingly lied 
on the application in a manner that would change the company’s underwriting decision, they 
have made a Material Misrepresentation.  A Material Misrepresentation provides justification 
for an insurer to cancel a policy or deny a claim during the contestability period.   
 

Section 3105 Insurance Law (ISC)  
Representations by the insured 
 
 (a) A representation is a statement as to past or present fact, made to the insurer by, or by 
the authority of, the applicant for insurance or the prospective insured, at or before the 
making of the insurance contract as an inducement to the making thereof. A 
misrepresentation is a false representation, and the facts misrepresented are those facts 
which make the representation false. 
 
  (b)(1) No misrepresentation shall avoid any contract of insurance or defeat recovery 
thereunder unless such misrepresentation was material. No misrepresentation shall be 
deemed material unless knowledge by the insurer of the facts misrepresented would have 
led to a refusal by the insurer to make such contract. 
 
  (2) With respect to a policy of hospital, medical, surgical, or prescription drug expense 
insurance subject to articles thirty-two or forty-three of this chapter, no misrepresentation 
shall avoid any contract of insurance or defeat recovery thereunder unless the 
misrepresentation was also intentional. 
 
  
 (c) In determining the question of materiality, evidence of the practice of the insurer 
which made such contract with respect to the acceptance or rejection of similar risks shall 
be admissible. 
 
  (d) A misrepresentation that an applicant for life or accident and health insurance has not 
had previous medical treatment, consultation or observation, or has not had previous 
treatment or care in a hospital or other like institution, shall be deemed, for the purpose of 
determining its materiality, a misrepresentation that the applicant has not had the disease, 
ailment or other medical impairment for which such treatment or care was given or which 
was discovered by any licensed medical practitioner as a result of such consultation or 
observation. If in any action to rescind any such contract or to recover thereon, any such 
misrepresentation is proved by the insurer, and the insured or any other person having or 
claiming a right under such contract shall prevent full disclosure and proof of the nature of 
such medical impairment, such misrepresentation shall be presumed to have been material. 

 
An additional reason to cancel or deny a claim for benefits under a life insurance policy during the 
contestability period is death by suicide of the insured.  Following the two-year contestability 
period, death by suicide is covered as a claim under life insurance.   
 
Section 71  
Homeowners and Auto coverage following death. 
 
Auto insurance policies are specific with respect to which individuals are covered as in insured.  
The named insured includes “the spouse if a resident of the same household” and a family member 
who is “a person related by blood, marriage or adoption who is a resident of your household”, in 
the ISO Personal Auto Policy PP00010105.  The Homeowners 3 – Special Form (HO 00 03 10 00) 
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defines insured as the individual “shown in the Declarations and the spouse, if a resident of the 
same household”.  When the policyholder dies and there is no remaining spouse or member of 
the household, each policy provides limited authority to a legal representative to conduct 
business on behalf of the insured estate.  This coverage extension is designed to provide 
sufficient time to replace coverage or dispose of property. 
 

Auto 
Part F – General Provisions 

 
TRANSFER OF YOUR INTEREST IN THIS POLICY 

 
A. Your rights and duties under this policy may not be assigned without our 
written consent.  However, if a named insured shown in the Declarations dies, 
coverage will be provided for: 
 

1 The surviving spouse if resident in the same household at the 
time of death.  Coverage applies to the spouse as if a named 
insured shown in the declarations; and 

2 The legal representative of the deceased peron as if a named 
insured shown in the Declarations.  This applies only with 
respect to the representative’s legal responsibility to maintain 
or use “your covered auto”. 

 
B. Coverage will only be provided until the end of the policy period. 

 
 
 

HOMEOWNERS 
HO 00 03 10 00 

 
HOMEOWNERS 3 – SPECIAL FORM 

 
SECTIONS I AND II – CONDITIONS 
 

G. Death 
 
If any person named in the Declarations or the spouse, if a resident of the same 
household, dies, the following shall apply: 

1. We insured the legal representative of the deceased but only 
with respect to the premises and property of the deceased 
covered under the policy at the time of death; and 

2. “Insured” includes: 
a) An “insured” who is a member of your household at 

the time of your death, but only while a resident of 
the “residence premises”; and  

b) With respect to your property, the person having 
proper temporary custody of the property until 
appointment and qualification of a legal 
representative. 
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When an individual inherits a home or car, the insurance coverage does not follow.  The home of a 
deceased parent might provide an opportunity to move back to a childhood home, however the 
individual should contact the insurer to provide coverage for the new resident, which may require 
a new insurance policy.  Inheriting a vehicle also does not provide for daily use under the 
deceased insurance policy.  In situations where the estate is in probate, property may be 
uninsurable for the individual due to inherit the property.   
 
When an individual leaves real property in an estate that will be sold by the beneficiaries, new 
insurance may be required if the home is to remain vacant until closing.  The H03 Homeowners 
Special Form excludes certain coverage if a property is vacant for more than 30 days.  It is 
also likely that a homeowners insurance policy will not be renewed by the insurer following the 
death of a named insured.     
 
 
Section 72  
Spending Time 
 
For years, Americans have heard from all corners of the insurance and securities industry, as well 
as State and Federal Agencies that individuals are not saving sufficiently for retirement.  Once 
retired, however, the time for saving, whether sufficient or not, has passed and the time for 
distributions from savings becomes a necessity. 
 
The Social Security Administration reports in the “Snapshot of a Month: December 2017 
Beneficiary Data” Fact Sheet that 63 million Americans will receive Social Security benefits is 
2018.  The Fact Sheet breaks down who receives those benefits, the percentage of household 
income the benefit provides and the number of workers without retirement savings.   

 
 

 
Fact Sheet 

SOCIAL SECURITY 
 

In 2018, about 63 million Americans will receive approximately one trillion 
dollars in Social Security benefits.  

Snapshot of a Month: December 2017 Beneficiary Data 
 

Retired workers 42.5 million $60 billion $1,404 average monthly 
benefit 

* Dependents 3 million $2.2 billion  
Disabled workers 8.7 million 10.4.billion $1,197 average monthly 

benefit 
* Dependents 1.7 million $.6 billion  
Survivors 6 million $6.9 billion  

 
Social Security is the major source of income for most of the elderly.  

• Nearly nine out of ten individuals age 65 and older receive Social Security 
benefits.  
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• Social Security benefits represent about 33% of the income of the elderly.  
• Among elderly Social Security beneficiaries, 50% of married couples and 

71% of unmarried persons receive 50% or more of their income from 
Social Security.  

• Among elderly Social Security beneficiaries, 23% of married couples and 
about 43% of unmarried persons rely on Social Security for 90% or more 
of their income.  

 
Social Security provides more than just retirement benefits.  

• Retired workers and their dependents account for 72% of total benefits 
paid.  

• Disabled workers and their dependents account for 16% of total benefits 
paid.   

o About 89 percent of workers age 21-64 in covered employment in 
2016 and their families have protection in the event of a severe 
and prolonged disability.   

o Just over 1 in 4 of today’s 20 year-olds will become disabled 
before reaching age 67. 

o 67% of the private sector workforce has no long-term disability 
insurance.  

• Survivors of deceased workers account for about 13% of total benefits 
paid.   

o About one in nine of today’s 20-year-olds will die before reaching 
age 67.   

o About 95% of persons aged 20-49 who worked in covered 
employment in 2016 have survivors insurance protection for their 
children under age 18 (and surviving spouses caring for children 
under age 16).  

 
• An estimated 173 million workers are covered under Social Security.  

o 46% of the workforce in private industry has no private pension 
coverage.  

o 39% of workers report that they and/or their spouse have not 
personally saved any money for retirement.   

 
 In 1940, the life expectancy of a 65-year-old was almost 14 years; today it is just 

over 20 years.   
 By 2035, the number of Americans 65 and older will increase from 

approximately 49 million today to over 79 million.   
 There are currently 2.8 workers for each Social Security beneficiary. By 2035, 

there will be 2.2 covered workers for each beneficiary. 
 
The US Department of Labor Bureau of Labor Statistics provides different insight on household 
income of retirees.  In the 2018 “BLS Reports, report #1073, the Bureau reports on Consumer 
Expenditures and household income in 2016. 
 
Household income in the report is categorized into 10-year age segments and 75 years and older.  
The Department of Labor reports that there is a significant drop in household income between the 
55-64 age group, which has a pre-tax household income of $80,474, and the 65-74 age group 
which has a pre-tax household income of $57,229.  Although the drop in income of $23,245 
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annually is significant, it does place the average retiree household within a range of retirement 
income suggested by investment advisers of between 70% and 80% of pre-retirement, income at 
71%.  An additional drop for those over 75, however, shows a much more severe drop in income 
to $35,178 annually.   
 
The Department of Labor Consumer Expenditures report also shows a decline in household 
spending, although mostly on discretionary items including transportation.  Certain decreases in 
spending can be associated with retirees having fewer household members, fewer vehicle sand 
changes in social activities such as dining out.  Healthcare expenses stand out in the report as an 
expense that increases in retirement.  Healthcare expenses for retirees increase approximately 10% 
over expenses for those between 55 and 64, at $5994 and $5513 respectively. 
https://www.bls.gov/opub/reports/consumer-expenditures/2016/home.htm  
 
 
(The following are selections from the 2018 BLS Consumer-Expenditures Report 
https://www.bls.gov/opub/reports/consumer-expenditures/2016/pdf/home.pdf ) 

Table 4. Age of reference person: Average annual expenditures and characteristics, Consumer Expenditure Survey, 
2016 
Item All 

consumer 
units 

Under 
25 
years 

25-34 
years 

35-44 
years 

45-54 
years 

55-64 
years 

65 
years 
and 
older 

65-74 
years 

75 years 
and older 

Number of 
consumer units (in 
thousands) 

129,549 7,306 20,872 21,458 24,054 24,641 31,217 18,201 13,016 

Consumer unit characteristics: 
Income before taxes $74,664 $58,141 $66,470 $92,576 $99,423 $80,474 $48,035 $57,229 $35,178 

Age of reference 
person 

50.9 21.4 29.6 39.5 49.5 59.4 74.3 68.9 81.8 

Average number in consumer unit: 
People 2.5 2.0 2.7 3.4 2.8 2.2 1.7 1.8 1.6 
Vehicles 1.9 1.2 1.6 1.9 2.3 2.2 1.7 1.9 1.3 
Percent homeowner 62 17 37 57 69 76 77 79 76 

Average annual 
expenditures 

$57,311 $34,438 $52,838 $66,444 $71,166 $61,346 $45,756 $50,873 $38,691 

Food 7,203 4,551 6,914 8,700 8,790 7,273 5,804 6,600 4,729 
Housing 18,886 11,391 18,587 22,908 22,034 18,647 15,886 16,858 14,542 
Utilities, fuels, and 
public services 

3,884 2,054 3,305 4,319 4,620 4,246 3,548 3,785 3,218 

Apparel and 
services 

1,803 1,216 1,942 2,508 2,332 1,661 1,070 1,265 807 

Transportation 9,049 6,042 9,124 10,352 10,992 9,727 6,814 8,420 4,583 
Healthcare 4,612 1,162 2,887 4,076 4,931 5,513 5,994 6,014 5,967 
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Retirement, for some, is what other people do, as they continue to work well past the age of 65.  In 
the insurance agency business, many individuals continue to work into their 70’s and for some, 
well past that age.  In addition to the benefit of Medicare eligibility at age 65, individuals may 
elect to begin receiving Social Security payments at age 62.  However, receiving Social 
Security payments while still earning income from employment, may reduce the monthly 
benefit amount.  Working beyond “Full Retirement Age” does not result in a decrease in the 
Social Security benefit.  Full retirement is reached at different ages, depending on which year an 
individual was born.  For those born between after 1960, full retirement is reached at age 67.  
Opting to receive Social Security benefits early will decrease the benefit by as much as 25%. 
 

 Social Security 
 
Full Retirement Age 
Full retirement age is the age at which a person may first become entitled to full or 
unreduced retirement benefits. 
If your full retirement age is older than 65 (that is, you were born after 1937), you still 
will be able to take your benefits at age 62, but the reduction in your benefit amount 
will be greater than it is for people who were born before 1938. 
Here's how it works if your full retirement age is 67. 

• If you start your retirement benefits at age 62, your monthly benefit amount is 
reduced by about 30 percent. The reduction for starting benefits at age 

o 63 is about 25 percent; 
o 64 is about 20 percent; 
o 65 is about 13.3 percent; and 
o 66 is about 6.7 percent. 

• If you start receiving spouse's benefits at age 62, your monthly benefit amount 
is reduced to about 32.5 percent of the amount your spouse would receive if 
their benefits started at full retirement age. (The reduction is about 67.5 
percent.) The reduction for starting benefits as a spouse at age 

o 63 is about 65 percent; 
o 64 is about 62.5 percent; 
o 65 is about 58.3 percent; 
o 66 is about 54.2 percent; and 
o 67 is 50 percent (the maximum benefit amount). 
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Age To Receive Full Social Security Benefits  
(Called "full retirement age" or "normal retirement age.") 

Year of Birth * Full Retirement Age 
1937 or earlier 65 
1938 65 and 2 months 
1939 65 and 4 months 
1940 65 and 6 months 
1941 65 and 8 months 
1942 65 and 10 months 
1943 - 1954 66 
1955 66 and 2 months 
1956 66 and 4 months 
1957 66 and 6 months 
1958 66 and 8 months 
1959 66 and 10 months 
1960 and later 67 
*If you were born on January 1st of any year you should refer to the previous year. (If 
you were born on the 1st of the month, we figure your benefit (and your full retirement 
age) as if your birthday was in the previous month.)

 
Retirement planning has significant impact on the quality of life an individual is able to maintain.  
The decision to retire early, at the full retirement age or to continue working is an individual 
decision.  With proper planning individuals can live in retirement with virtually no impact on their 
economic situation.  At the end of life, most people have an estate left behind, even though it may 
be small.  Home ownership will make up the bulk of that estate with cash holdings averaging 
$10,000.   
 
Table 1. Median Value of Assets for Households, by Type of Asset Owned and Selected 
Characteristics: 2013  (https://www.census.gov/data/tables/2013/demo/wealth/wealth-asset-
ownership.html ) 

Characteristic   

Assets at 
Financial 
Institutions     

 
Net 
Worth 

Net Worth 
(Excluding 
Equity in 
Own 
Home) Total 

Regular 
Checking 
Accounts 

Other 
Interest 
Earning 
Assets 

Stocks 
and 
Mutual 
Fund 
Shares 

Equity 
in Own 
Home 

Less than 35 
years 6900 4138 2500 1000 540 8000 30000
35 to 44 
years 45740 18197 3000 900 1000 16000 50000
45 to 54 
years 100404 38626 3700 841 1200 28000 70000
55 to 64 
years 164498 66547 5000 1000 4000 50000 100000
65 years and 
over 202950 57800 9000 1000 9928 73300 131709
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(Note: above is a selection of a larger data set.  The full data set is available at 
www.census.gov) 
 
 
Section 73  
Chapter 7 Review  
 

Social Security for retirees is not available before reaching 62. 
 
distributions from retirement savings must start by age 70 ½.   
 
401k plans are Tax Deferred accounts. 
 
Traditional IRA accounts do not allow for distributions before age 59 ½. 
 
401k plans and Traditional IRA accounts have Required Minimum Distribution (RMD) 
provisions for beneficiaries to begin withdrawing funds at age 70 ½.   
 
Roth IRA contributions are after-tax and the funds grown tax-free with no tax owed at the 
time of distribution.    
 
Classic car insurance provides liability coverage as well as physical damage coverage. 
 
Standard automobile insurance policies exclude coverage for race events. 
 
Vision care is included as an Essential Health Benefit for children under the Affordable 
Care Act however adult coverage is not required. 
 
Vision and dental care are types of limited Accident and Health insurance policies and 
require an insurance license to sell in New York State. 
 
Notifications to a designated third party must be clearly marked "IMPORTANT  
INSURANCE POLICY INFORMATION: OPEN IMMEDIATELY". 
 
The health care proxy designates an individual to act on their behalf in the event they are 
incapable of doing so.   
 
Basic Exclusion Amount (BEA) for assets transferred through inheritance and exempt 
from taxation in New York State has increased significantly to keep pace with Federal 
Estate Tax exemptions. 
 
Life insurance proceeds are non-taxable, with limited exceptions.   
 
In New York State, insurers are required to make prompt payment on claims submitted.   
 

.65 to 69 
years 193833 66168 6800 1000 9000 62000 125000
.70 to 74 
years 225390 68716 10000 1122 7000 75000 132000
.75 and over 197758 46936 10100 1200 10026 78575 140000
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An insurance carrier may challenge a claim for death benefits under a life insurance policy 
during the first two years of a policy, known as the Contestability Period if they believe 
statements made on the original application were false.   
 
If the applicant for life insurance knowingly lied on the application in a manner that would 
change the company’s underwriting decision, they have made a Material 
Misrepresentation. 
 
Following the two-year contestability period, death by suicide is covered as a claim under 
life insurance. 
 
When the policyholder dies and there is no remaining spouse or member of the household, 
each policy provides limited authority to a legal representative to conduct business on 
behalf of the insured estate. 
 
Inheriting a vehicle also does not provide for daily use under the deceased insurance 
policy. 
 
The H03 Homeowners Special Form excludes certain coverage if a property is vacant for 
more than 30 days.   
 
In addition to the benefit of Medicare eligibility at age 65, individuals may elect to begin 
receiving Social Security payments at age 62.   
 
Earning income from employment, may reduce the monthly benefit amount. 
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Chapter 8  
 
Section 74 
Licensing & Support Staff Guidelines 
 
The business of insurance is, first and foremost, a business.  Producers, support staff, underwriters 
and company owners rely on the sale and servicing of policies to earn their living.  Creating more 
efficient procedures to increase productivity is an integral part of developing a more profitable 
business for the startup agent and the international multi-line carrier.  Understanding that each of 
us, as individuals, have limits to our ability to produce, we look to pass on some tasks to support 
staff.  In established business settings, the point where we hand off our work to another may be 
clearly defined.  However, all licensees have a responsibility to understant the differences between 
Authorized and Un-Authorized activities.  Ensuring that these lines are not crossed is one of the 
many areas that make the sale of insurance a profession; more than just a job.   
 
The New York State Department of Financial Services considers both Agents and Brokers to be 
“Producers” in many respects, however distinctions between Agent and Broker are specific: 

 Who is a producer? 

•A: A producer is defined as any person required to be licensed to sell, solicit or 
negotiate insurance. A producer can be an Agent, Broker, Consultant, Reinsurance 
Intermediary or Excess Lines Broker. The License will indicate if you are a Producer 
licensed as an Agent, Broker, Consultant, Reinsurance Intermediary or Excess Lines 
Broker. 

What is the difference between an agent and a broker? 

•A: An insurance agent represents an insurance company(ies) and sells insurance for 
which ever company(ies) have appointed that agent. An insurance broker represents the 
public and can sell insurance for any insurance company licensed in New York State 
which deals with brokers. 

http://www.dfs.ny.gov/insurance/agbrok/licfaqs.htm 
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New York State Insurance Law provides the specific language which the Department of Financial 
Services (DFS) used to provide the above clarification.  

New York State Insurance Law – Article 21 
 
 §  2101. Definitions. (a) In this article, "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, except that such term shall not include: 
    (1)  any  regular  salaried officer or employee of a licensed insurer... 

   (c) In this  article,  "insurance  broker"  means  any  person,  firm,  association 
or corporation who or which for any compensation, commission or  other  thing  
of  value  acts  or  aids in any manner in soliciting,  negotiating or selling, any 
insurance or annuity contract or in  placing risks  or  taking  out  insurance,  on  
behalf  of an insured other than himself, herself or itself  or  on  behalf  of  any  
licensed  insurance broker, except that such term shall not include:...  

http://public.leginfo.state.ny.us  

Unlicensed and Support Staff Guidelines Part  
Any person who "Acts as such in the solicitation of, negotiation for, or making of an insurance or 
annuity contract" must be licensed.  Anyone who performs these acts without a license is guilty 
of a misdemeanor. 
The following are exempt from being licensed: 

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 
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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 
 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.   
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Section 75   
Licensing Requirements & 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 past.  
• This will effect all individual/tba Producer licensees. 

Date of Birth renewal 

• Following Classes of licenses issued to individuals/tba will be effected 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 then two years 
• 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) 
Public Adjusters (PA) 
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Life Consultants (C1) 
Property Casualty Consultants (C3 
Title Agents 

 
§  1102.  Insurer's  license  required; issuance. (a) No person, firm,   association, 
corporation or joint-stock company shall  do  an  insurance business  in this state unless 
authorized by a license in force pursuant to the provisions of this chapter, or exempted by 
the provisions of this chapter  from  such  requirement...     
 
 ... Any   person,   firm,   association,  corporation   or  joint-stock  company  which  
transacts  any  insurance  business in this state while not authorized to do so by a license 
issued 
  and in force pursuant to this chapter, or exempted by this chapter  from  the  requirement 
of having such license, shall, in addition to any other  penalty provided by law, forfeit to 
the people of this state the sum  of  one  thousand  dollars  for  the  first  violation and two 
thousand five  hundred dollars for each subsequent violation. 

Each of these licenses requires the individual to complete a “Pre-Licensing” course requirement.  
Those seeking Life Accident and Health authority are required to complete a 40 hour course 
requirement.  A “full” Property Casualty license requires 90 hours of pre-licensing, while the 
“personal lines” license only requires 40 hours of pre-licensing.   

Information for prospective licensees is available at the New York State Insurance Department 
website, www.ins.state.ny.us. 

Examinations for licensure are conducted by private organizations under contract with the 
Insurance Department.  Candidate for licensure must successfully complete the exam prior to 
application for a license. 

Section 76   
Waiver of Pre- Licensing Criteria 

Under certain circumstances, individuals may receive a waiver of the requirement to complete the 
pre-licensing requirement.  The waiver does not eliminate the requirement for individuals to 
successfully pass the required examination for their individual license class. 

The following form may be used by individuals seeking licensure as either a Life Accident and 
Health, or Property Casualty Broker.  Agents are not eligible to apply for licensure with a waiver 
of the pre-licensing requirement.  However, a currently licensed broker may apply for an Agent 
license. 
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STATEMENT OF EMPLOYER FORMPROPERTY AND CASUALTY BROKER 
THIS FORM MUST BE COMPLETED BY THE EMPLOYER 

1. __________________ _____________________ 
 Employee's Name Date of Birth Social Security Number  

2.   __________________________________________________________  

Employee's Address  

3._______________________________________________________________ 
 Employer's  Name  

4. _____________________________________________________________________  
Employer's Address  

5. Under what license number was the above employer continually licensed by the Superintendent of 

Insurance?         _______________ 
License Number  

6. Is/was the above employee regularly employed by the above employer for a period of not less than 

one year during the last three years in responsible insurance duties relating to the underwriting or 

adjusting of losses in any one or more of the following branches of insurance:  Fire, Marine, Liability 

and Workers’ Compensation, Fidelity and Surety, Property and Casualty?   _____  ______ 
      Yes        No  

6a. If question 6 was answered "No," is/was the above employee regularly employed by the above 

employer in responsible insurance duties relating to the underwriting or adjusting of losses in any one 

or more of the following branches of insurance:  Fire, Marine, Liability and Workers’ Compensation, 

Fidelity and Surety, Property and Casualty for less than one year? _____   _____  
Yes         No  

6b. If question 6a was answered "Yes," include the dates of employment below:  

FROM ______________ TO _______________  

FROM ______________ TO _______________  

 

Under penalty or perjury, I affirm that I have completed this statement and the information set forth is 
true.  

7.________ 8._____________________________________  9._________________  
DATE SIGNATURE OF EMPLOYER TITLE  

NOTE:  If the employer is a Corporation, Partnership, Limited Liability Company or 
Insurance  
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INSTRUCTIONS FOR COMPLETION OF STATEMENT OF EMPLOYER FORM 
PROPERTY AND CASUALTY BROKER  

 
NOTICE TO EMPLOYER  

Before completing the statement of employer form and attesting to the employee’s experience, 
please read the following instructions to determine if the employee meets the experience 
requirements necessary to be exempt from the education requirements as prescribed by Section 
2104 of the Insurance Law.  

THE EMPLOYEE MUST -- 
1 Be regularly employed for a minimum of one full year within the last three years. This 

employment may be with more than one employer.  An employer must be an insurance 
company, insurance agent, or insurance broker.  

2 Perform responsible insurance duties relating to the underwriting or adjusting of losses. 
The duties must be in any one or more of the following lines of insurance, fire, marine, 
liability, workers’ compensation, fidelity & surety, property and casualty.  

 
WHEN COMPLETING THE FORM  

1 Complete all numbers. Do not complete 6a or 6b unless applicable. The form will not be 
accepted if it is not complete.  

2 If more than one employer is involved, a separate statement from each employer is 
required.  

 
ATTACH THE FORM TO THE APPLICATION  

1. After taking the examination, attach the completed Statement of Employer Form to the 
application; then send us the application 

 
Section 77  
Chapter 8 Review 
 

All licensees have a responsibility to understand the differences between Authorized and 
Un-Authorized activities 
 

A producer is defined as any person required to be licensed to sell, solicit or negotiate 
insurance. A producer can be an Agent, Broker, Consultant, Reinsurance Intermediary or 
Excess Lines Broker. The License will indicate if you are a Producer licensed as an Agent, 
Broker, Consultant, Reinsurance Intermediary or Excess Lines Broker. 

An insurance agent represents an insurance company(ies) and sells insurance for which 
ever company(ies) have appointed that agent. An insurance broker represents the public 
and can sell insurance for any insurance company licensed in New York State which deals 
with brokers. 

 Unauthorized activities of un-licensed support staff include 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 
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New York State Insurance Department Licensees are required to complete 15 hours of 
approved continuing education during their licensing term 

Under certain circumstances, individuals may receive a waiver of the requirement to complete the 
pre-licensing requirement.  The waiver does not eliminate the requirement for individuals to 
successfully pass the required examination for their individual license class. 
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Chapter 9  
 
Section 78  
Fraud 
 
Why should Agents and Brokers learn about Insurance Fraud? 
 
In your career as an insurance professional, you will come into contact with a client that is 
trying to defraud an insurance company.  Insurance fraud costs Americans at least $80 
billion a year, or nearly $950 for each family, according to the Coalition Against Insurance 
Fraud.  Property/casualty insurance fraud cost insurers an estimated $30 billion in both 2004 
and 2005, according to the Insurance Information Institute as of January 2007. 
 
Agents and Brokers have to be alert to the reasons, extent, and effect that fraud causes.  
They also need to become aware of how the war against this crime is being waged.  It is the 
purpose of this course section to do just that.   
 
Fraud has been seen to occur at many different stages in the process of an insurance 
transaction.  It can occur in the application process, when an individual is a policyholder, as 
well as by third-party participants.  Professionals that provide services to claimants, also 
sometimes get into the fraud act. Some common frauds include misrepresenting information 
on the insurance application, inflating actual claims, staging accidents and claiming serious 
injury when only minor injury occurred. 
 
By the late 1960’s, fraud claims were soaring in the insurance field at a rate of about two 
billion dollars a year.  With organized crime involved in automobile body shops, as well as 
dishonest doctors and lawyers getting extra fees from illegitimate claims, something had to 
be done. 
 
One result of the rise of fraud claims was the loss of profit to insurance companies.  
Companies then were forced to raise rates to cover their losses.  Once again, the consumer 
took a hit.  As part of this cycle, it became fashionable for many policyholders to pad their 
claims, in an attempt to get more money from the insurance companies.   
 
In the 1970’s and 1980’s many insurance companies and state governments knew help was 
needed in the insurance industry.  Investigating fraudulent claims was difficult and time 
consuming.  Individual efforts to solve the problem had not succeeded.  Insurance fraud had 
become big business and organized effort would be the only choice to fight such crime. 
 
With the rising price of insurance, it was the mid-80’s that saw many insurers reexamining 
the issue.  Stronger anti-fraud legislation and tougher enforcement began its rise at this time 
in many states.  Consumers, who were being forced to pay higher premiums or fell victim to 
organized fraud groups, began to voice support.  In addition, so were groups such as doctors 
and lawyers supportive, as unscrupulous members in those groups were tainting the 
reputations of those professional fields.   
 
Investigating suspicious claims is not a simple matter.  Law enforcement agencies need 
special training to investigate and prosecute cases of insurance fraud.  In addition, obviously 
it must be a concerted effort from many fronts to be successful.  It is a war with many 
battles.  It is also a delicate situation, as there is a fine line between investigating 
questionable claims and harassing legitimate insureds.  The industry does not want to be 
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labeled anti-consumer.  Further, insurance companies are continually made aware of the fact 
that time factors are involved.  In order to follow the fair claim practices set in many states, 
they need to decide on a claim in a timely fashion.  This can occasionally put a strange hold 
on investigating suspicious claims. 
 
Sometimes insurance companies also find it a problem with cost effectiveness.  It is 
sometimes cheaper to pay a claim than investigate it.  With that mentality, enforcement can 
become even more difficult.  This may also encourage this type of crime to be repeated over 
and over. 
 
Successful fraud prosecutions block certain fraud activities from continuing, plus they help 
in the publicity of fraud cases.  This hopefully deters others from trying the same tactic.  But 
once again, in order to be successful, an organized effort is necessary.  If one state does a 
good job in fighting fraud, it might just force criminals into another state.  Federal statutes 
are needed, as well as cooperation and communication between states.   
 
We will investigate the extent of the problem, examine the processes to combat it and 
hopefully convince everyone that they too can be a part of the eradication of this serious 
problem. 
 
 
 
Section 79  
Defining Insurance Fraud  
 
What is it? 
 
Insurance fraud occurs when people deceive an insurance company or agent to collect 
money to which they aren’t entitled.  Insurance fraud is not only being committed in the 
claims arena, but it is also prevalent in the process of obtaining and retaining policies.   
 
In recent years, some states have enacted laws to make insurance fraud a felony.  It is hoped 
that raising the level of this crime from a misdemeanor to a felony will provide the necessary 
deterrent to help combat the problem. 
 
The unfortunate thing about insurance fraud is that it is paid for by the honest, law-abiding 
citizens, not only in higher premiums, but also in any increase in the price of goods bought 
by them.  This higher cost comes as a result of corporations passing along their higher 
insurance premiums onto the consumers when they buy their products. 
 
The Scope of Insurance Fraud 
 
Even though the insurance industry and other State and Federal Bureaus have been studying 
the fraud problem vigilantly for decades, no one really knows how to measure the exact 
extent of this epidemic.  This white-collar crime is so widespread that it ranks a close second 
only to tax evasion.  From 1987 to present time, fraudulent claims have doubled from 15 
billion to 30 billion. 
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The Extent of Insurance Fraud 
 
Approximately 30% of all property claims are estimated to be fraudulent.  Workers’ 
Compensation claims are second at 25% and Auto claims are estimated to be fraudulent at a 
20% rate.  Many experts on the problem cite a weak economy for the rapid increase in this 
crime, as people who need money become desperate and feel bilking money from an 
insurance company is an easy fix to their problems.  They try to justify it by considering 
how much they and their friends have paid into the system. 
 
Insurance fraud is seen in other areas besides property claims, workers’ compensation 
claims and auto claims.  Fraudulent claims have also increased over 100% in the healthcare 
area since 1985. 
 
Some medical providers and legal providers have aided in defrauding insurance companies 
by billing for treatment never performed or by fabricating personal injury claims.   
 
Public Opinion 
 
One of the biggest problems in the fraud scenario is that the general public has consistently 
turned a blind eye and a deaf ear to those committing fraud.  They rationalize that the 
supposed rich insurance companies can afford the losses.  It is often not viewed as stealing 
or larceny.  The same public would not usually hesitate to turn in a criminal who was in the 
process of robbing their neighbor’s house.  But would they hesitate to turn in a neighbor 
they knew padded their insurance claim?  Research reveals that many individuals feel 
insurance companies overcharge, so they falsely believe securing a lower premium by 
giving false statements is not a big deal. 
 
Most people would not condone an act of arson.  However, these same people will usually 
turn a blind eye to their friend who has claimed “whiplash” or even to padding their 
homeowners claim to make up the deductible.  Some believe that it is okay to lie on their 
application to reduce their premium.   Or it may seem okay that their youthful operators 
suddenly “vanish” from their households.  Others conveniently forget or fabricate the 
description of how their accident occurred so that the premiums don’t go up.  It has also 
become common practice for individuals to include old damage or missing parts when 
putting in claims for new damage from an auto accident.  
 
Some go as far as staying home longer than necessary from their jobs (sometimes on the 
advice of their attorney) in order to get a higher settlement.  Workers’ Compensation 
adjusters are trained to look harder at “Monday Accidents” as many are really for injuries 
that happened at home on the weekend. 
All these and more are justified by people who believe that their dishonesty is a result of 
insurance carriers overcharging them.  They somehow have come to believe that insurance 
companies make huge profits and have oodles of money just sitting around anyway. 
 
A new reason for the emergence of more insurance fraud in the past 10 years is even scarier.  
The fact that so many other people do it gives them comfort in trying to get “their fair 
share.”  They push from their minds that it is a crime, even though the forms they receive 
from the company have statements on them saying, “Insurance Fraud is a Crime!” 
 
There are even some agents who will “help” the insured report a loss to make sure that the 
policy will respond with payment for their client. 
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The Effects of Insurance Fraud 
 
Effects on the Company 
 
As fraudulent claims rise, so does the company’s costs.  Just like other businesses, Insurance 
Companies have spent their money to combat this larceny.  In the past 10 years, many 
companies have set up Special Investigative Units (SIU’s) in their departments, whose role it 
is to train adjusters to deal with routine cases and to investigate and pursue fraudulent 
claims.  These units cost the company additional money in their operating budgets and 
ultimately cost the consumer higher premiums. 
 
Adjusters who face the problem on a daily basis often develop attitudes that the public as a 
whole is dishonest.  They may tend to treat all customers and providers as adversaries and 
with suspicion, which only adds fuel to the fire, as consumers retaliate with negative 
attitudes toward the insurance carrier. 
 
Effects on the Policyholder 
 
The policyholder suffers by having to pay higher premiums.  They also may have more 
exclusions in their policies, or carry limits on certain types of property. 
 
Then Effects on Agents 
 
Agents and Brokers can suffer from a loss of business, as people decide to reduce their 
coverage, or instead self-insure their exposure, because they can’t afford the increased 
premium.  
 
The Public is Affected 
 
The public suffers in general as the cost of higher insurance premiums is passed on to them 
in higher costs of goods and services they purchase. 
 
Individuals can also become victims, as arson sometimes will consequently kill innocent 
people.  Insurance fraud is not always a “victimless” crime! 
 
Section 80  
Fighting Fraud 
 
State and Federal Governments 
 
The Health Insurance Portability & Accounting Act (1996) contains provisions aimed at 
combating fraud in the health care industry.  Its primary thrust is to root out fraud in Federal 
Programs (such as Medicare).  It is now a Federal crime to “knowingly and willfully” 
defraud any health care benefit program. 
 
Interstate insurance fraud was addressed in the Violent Crime Control and Law Enforcement 
Act of 1994, by making it a felony. 
 
States are now passing laws specifically defining the crime of insurance fraud.  Other laws 
are being passed to make it a felony rather than a misdemeanor.  Fraud agencies are being 
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established on a state basis to identify and collect information on these crimes.  Six states 
have auto inspection laws that help prevent “phantom” or damaged cars being added to 
policies. 
 
Insurance Companies Fight Fraud 

As stated previously, many companies now have “Specialized Investigative Units” (SIU’s) 
whose only function is to combat insurance fraud through the training of adjusters and 
providing extensive investigations into possible fraudulent claims. 

Underwriters are taught how to study applications for potential fraud.  The companies have a 
tough job in the investigation of these claims. They must tread carefully because of the 
“Unfair Claims Practices” legislation (Regulation 64 in N.Y.) or the threat of being sued for 
Bad Faith Claims handling.  The SIU’s help in these areas as they conduct their investigation 
while the adjuster is handling the routine aspects of the claim itself. 
 
How the Media and Internet Play a Role 
 
Over the last few years, there has been a marked increase in television shows that contain 
investigative reporting, such as “60 Minutes” and “Dateline.”   These shows have featured “sting” 
operations on doctors and others.  There was even a show on a con artist who made a living on 
“slips and falls.”  All of these help to raise the public’s awareness of these actions as crimes cost 
them money.  A little education can go a long way to help prevent others from trying the same 
schemes.   

To help combat Auto Fraud, The National Insurance Crime Bureau members have access to 
RICB, Online services that link over 6,000 insurance and law enforcement personnel with 
data on P&C Claims.  Investigators use these to obtain leads on suspects.  There is also 
AISG’s new All-Claims database that combines the Index System on BI Claims with the 
Property Insurance Loss Register (PILR).   
 
Other Bureaus / Organizations 
As mentioned, many states now have Insurance Fraud Bureaus.  There are also Coalitions that 
have been formed to combat the problem.  Along with these, there are also reporting bureaus that 
identify prior claimants and claims.  Fraud is extensive and all of these groups and sources are 
needed to fight the battle. 
 
Section 81  
About the Insurance Frauds Bureau Bureau Structure  
 
The Frauds Bureau was created by an act of the Legislature in 1981 as a law enforcement agency 
within the New York State Insurance Department. The Bureau’s primary mission is to effectively 
detect, investigate and prevent insurance fraud and to refer for prosecution those persons or groups 
that commit acts of insurance fraud. The Bureau is headquartered in New York City, with six 
additional offices across the State: Mineola, Albany, Syracuse, Oneonta, Rochester and Buffalo. 
For contact information about the Bureau offices, visit, 
http://www.dfs.ny.gov/insurance/frauds/fd1abouc.htm. 
 
Frauds Bureau investigators are designated as peace officers. This designation gives them the 
authority to carry firearms and make arrests. Investigators are seasoned professionals with years of 
experience in law enforcement and insurance fraud investigation. 
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The Bureau consists of specialized units: Major Case, General, Arson, Auto, Workers’ 
Compensation, Medical/No-Fault (which merged in 2008), Upstate and a Mortgage and Title Unit 
established in the summer of 2009. This Unit is responsible for combating schemes that target 
consumers in the real estate market. A total of 326 suspicious claims involving mortgage and title 
fraud were received in 2009. Investigators opened 18 cases for investigation and executed 19 
arrests. The responsibilities of the Bureau’s Units are described below. 

• Major Case Unit -focuses on the investigation of systemic insurance fraud involving 
organized conspiracies. This Unit takes the lead in investigating complex insurance 
cases, including those involving no-fault, commercial rate evasion, health care fraud 
and workers’ compensation premium fraud. 

• General Unit -investigates reports of fraud involving life, homeowners and 
agent/broker fraud, larceny, burglary and types of fraud not assigned to other units. 

• Mortgage and Title Unit – is responsible for combating schemes that target 
consumers in the real estate market. 

• Arson Unit – coordinates insurance-related arson investigations in conjunction with 
the New York State Office of Fire Prevention and Control, the New York City Fire 
Department’s Bureau of Fire Investigation, the New York City Police Department’s 
Arson Explosion Squad and local fire departments across the State, as well as the 
FBI, the Bureau of Alcohol, Tobacco, Firearms and Explosives, among others. 

• Auto Unit – investigates individuals who fraudulently report their cars stolen or who 
possess fraudulent auto insurance identification cards, as well as auto body shop 
operators suspected of enhancing auto damage and related fraudulent activities. 

• Workers' Compensation Unit -investigates individuals who file fraudulent claims 
related to injuries in the workplace or who collect workers’ compensation benefits 
while they are employed. This Unit also investigates employers who submit 
applications for workers’ compensation and general liability insurance coverage 
containing false information about the number of employees on the payroll and/or 
the nature of the work being performed, and employers who submit fraudulent 
Certificates of Insurance as proof of coverage when in fact no coverage exists. 

• Medical/No-Fault – investigates health care fraud in three major types of insurance: 
health, private disability and no-fault. The Medical and No-Fault Units merged in 
2008.  

• Upstate -investigates all types of insurance fraud and includes the Bureau’s Albany, 
Rochester, Syracuse, Oneonta and Buffalo Offices. 

The Bureau has two training officers, both of whom are Certified Firearms Instructors. They are 
responsible for firearms and in-service training for all investigative staff, as well as conducting 
training sessions for law enforcement agencies, and industry and community groups. 

For additional information about the Frauds Bureau’s activities and accomplishments, select this 
link to the 2009 Annual Fraud Report and the 2009 Annual Health Care Fraud Report. 

How the Frauds Bureau Fights Insurance Fraud 
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Team Building 

The Frauds Bureau has been a longtime advocate of team building. Toward that end, collaborative 
alliances with the insurance industry and law enforcement agencies on the federal, state and local 
levels during the past year resulted in successful investigations and yielded 738 arrests and 499 
convictions throughout the State. 

A key factor in achieving that goal is to promote regular and open communication among 
members of the insurance community, law enforcement and the Frauds Bureau. A strong cohesive 
fraud-fighting team is essential to making progress in combating this serious crime.  

The Special Prosecutor Program is a pilot program initiated by the Insurance Department in 
which Frauds Bureau attorneys assist local DA’s Offices with prosecutions. In 2009, the program 
was expanded and now has 12 participating county prosecutors’ offices. As part of the program, 
Frauds Bureau attorneys are cross-designated as assistant district attorneys and assist in all aspects 
of the cases to which they are assigned. During 2009, there were 17 cases assigned to Ulster 
County, resulting in 12 felony convictions. In ten of those cases, the defendants pleaded guilty to 
multiple felonies. 

The Frauds Bureau Partners With Prosecutors in a program initiated in 2003 in which Bureau 
investigators are assigned to prosecutors’ offices to work side-by-side with their investigative 
staff. During 2009, investigators were assigned to DA’s Offices in Suffolk, Queens and 
Westchester Counties. 

Collaboration with Federal, State and Local Law Enforcement reflects the Bureau’s Statewide 
approach to combating insurance fraud. These efforts resulted in successful investigations, arrests 
and convictions throughout the State during 2009. In addition, the Bureau is an active participant 
in numerous task forces and working groups designed to foster cooperation among the many 
agencies involved in fighting insurance fraud. Participation provides the opportunity for joint 
investigations, information sharing, networking and honing investigative skills. 
Together we can make a difference. 
Civil Enforcement and Restitution 

Section 403 of the New York Insurance Law authorizes the Insurance Department to levy civil 
penalties of up to $1,000 plus the amount of the claim on individuals who commit fraudulent 
insurance acts. In addition, under the provisions of Section 2133 of the New York Insurance 
Law, the Department is also permitted to levy a civil fine of up to $1,000 for possession of a 
fraudulent auto insurance identification card and up to $5,000 for each additional card possessed. 

The Frauds Bureau began prosecution proceedings in 72 civil fine cases in 2009, versus 59 cases 
in 2008, an increase of 22 percent over the prior year. In addition, 36 civil fine cases were 
concluded during 2009, improving on the 2008 total by 50 percent. As a result of the Bureau’s 
increased civil enforcement activities, $2.86 million in penalties were imposed during 2009, up 
from $1.68 million in the prior year, a year-to-year gain of 70 percent. 

Court-ordered restitution totaled $5.1 million during the past year as a result of Frauds Bureau 
criminal investigations. Moreover, insurers saw savings of $4.0 million in connection with 
fraudulent claims investigated by the Bureau.  
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In addition, defendants in five separate cases were ordered to make asset forfeitures totaling 
$26.1 million in connection with their plea agreements during 2009. In one case alone, a former 
chief underwriter for an insurance company forfeited $22.5 million along with real estate. He 
was sentenced to ten years in federal prison for selling $535 million in fraudulent surety bonds 
and stealing $22.5 million in premiums.  

New York Insurance Law/Department Regulation 95 

Section 409(a) of the Insurance Law and Regulation 95 require all insurers that meet the criteria 
delineated in the Law to submit to the Department a Fraud Prevention Plan that must provide for 
a Special Investigations Unit (SIU). The SIU is responsible for investigating cases of suspected 
fraud and for implementation of fraud prevention and reduction activities. At year-end 2009, 
there were 133 Plans on file with the Department.  

Proposed Revisions to Regulation 68 – After several years of decline, the number of 
suspected no-fault fraud reports began to rise in 2007 and that trend continued through 2009. 
Suspected no-fault claims totaled 13,433 in 2009, an increase of almost 9 percent from 2008, 
and accounted for 54 percent of all fraud reports received during 2009.  

Data in a recent analysis by the Insurance Information Institute (I.I.I.) showed that the 
average no-fault claim cost in New York was $8,690 in 2009, surpassing the average of 
$5,615 in late 2004 by a significant 55 percent. I.I.I. reports that New York’s no-fault claim 
costs are the second highest in the country and are 109 percent higher than the U.S. average 
of $4,152. As an inevitable consequence, auto insurance rates for New York drivers are 
increasing as well.  

No-fault fraud is often perpetrated by highly organized criminal entities that can include 
corrupt medical clinics and corrupt attorneys, acting with staged accident/solicitation rings 
to submit fraudulent no-fault and bodily injury claims.  

In an effort to combat no-fault fraud and abuse and to help keep New Yorkers’ automobile 
insurance premiums from skyrocketing, Superintendent James J. Wrynn has proposed 
revisions to Department Regulation 68, which implements the no-fault statute. The proposed 
revisions include: 

• Modifying prescribed forms to require more information to ensure that 
claims paid are medically necessary and reduce the need for additional 
verification by the insurer, thereby expediting claims processing and 
legitimate payment to consumers. Insurers would have greater latitude to 
deny health services that are not provided or are not billed in compliance 
with the applicable fee schedule, thus reducing payment of fraudulent 
claims and instances of over-billing.  

• Simplifying procedures required for insurers to suspend all payments for 
claims submitted by the owners of medical clinics suspected of fraud 
while an investigation of the clinics’ licensing status is underway.  

• Insurers would have to schedule medical examinations they request so 
as not to overly burden the insured. For example, examinations may 
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not be scheduled in geographically inconvenient locations and 
multiple exams may not be scheduled on the same day.  

• Raising the maximum attorney fee from $850 to $2,500 to reflect 
inflation and to reduce the incentive for claimants and providers to 
file small claims separately, and eliminate the minimum attorney 
fee to encourage the consolidation of claims in arbitration and 
litigation.  

Combating no-fault fraud remains an important part of mitigating the increase in auto insurance 
costs. The Frauds Bureau’s No-Fault/Medical Unit is dedicated to rooting out no-fault fraud, as 
well as other forms of health insurance fraud.  

Section 82  
Detecting Fraud 

Workers' compensation fraud is a felony.  

NYSIF investigates workers' compensation fraud only for NYSIF policies and claims. If you have 
information regarding any type of fraud against NYSIF, NYSIF makes it easy for you to report 
fraud.  

Because of the complexity of cases and tremendous losses associated with workers' compensation 
fraud, insurers have combated it by creating special investigation units to pursue fraud criminals. 
By industry estimates, each dollar spent on special units to fight fraud returns $7 to $10 in savings 
through deterrence or restitution.  

NYSIF's special investigation unit, the Division of Confidential Investigations (DCI), has 
established itself as a local and national leader in arrests and prosecutions of felony fraud cases 
against policyholders, claimants and medical providers.  

NYSIF continually educates its staff and businesses in New York to recognize potential fraud 
cases. 

Mechanisms of Fraud 

Be aware of the mechanisms of fraud used by the claimant or medical provider, including:  

• Creating a fact pattern to fit a fictitious claim;  
• Not reporting or under reporting work activities;  
• Magnification or invention of physical symptoms;  
• Filing a false document designed to obtain benefits;  
• Billing for services not rendered;  
• Other attempts to defraud, which can be as creative as they are numerous.  
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Recognizing Possible Fraud 

As an industry leader in the fight against workers’ compensation fraud, NYSIF encourages 
policyholders to be aware of common red flags that my signal potential claimant fraud. Red flags 
are not of equal importance or weight, nor do they, in and of themselves, prove anything. As a 
general rule, if you find clusters of red flags connected with a claim, the claim should be examined 
with care to determine if the claimant has lied about any material fact connected with the claim. 
 
Common Red Flags 
 
Employment History 

Injury reported after a serious problem on the job, such as disciplinary action, demotion, being 
passed over for a promotion, or notified of a layoff. Worker is a new hire, or has a prior history of 
multiple personal injury or workers’ compensation claims. 

Personal History  

Injury reported soon after purchase of private disability insurance. Worker engages in high-risk 
leisure activities. Worker experiencing financial difficulties or domestic problems at time of 
injury. 

Circumstances of Accident  

Accident occurs early Monday or on the day of return from vacation, or  was not immediately 
reported. Worker’s description of accident has inconsistencies or is not believable.  Accident is not 
witnessed, or witnesses’ descriptions contradict injured worker’s account. Injury is inconsistent 
with activity at the time of injury. 

Claimant Behavior  

Claimant difficult to contact during working hours, uses an answering machine to screen calls, or a 
post office box as a residential address. 

The Division of Confidential Investigations  

The primary mission of NYSIF’s Division of Confidential Investigations (DCI) is to investigate 
cases of suspected fraud, including policyholder, provider and claimant fraud, against NYSIF and 
to refer completed investigations for criminal prosecution.                  All fraud reporting is 
confidential 

 
Section 83  
The Cost of Fraud 

Workers' compensation fraud has a significant impact on the cost of workers' compensation. 
Insurance fraud imposes an enormous burden on our national economy. It has been estimated that 
the cost of insurance fraud against workers' compensation insurance carriers alone is over $5 
billion each year. Workers' compensation fraud carries a higher price tag than fraud in any other 
category of property/casualty insurance. 
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Not A Victimless Crime 
Every dollar paid out because of insurance fraud must be made up by a dollar increase in 
premiums. Companies pass on the increases in premiums to their customers through higher prices 
for the goods and services they sell.  
 
Moreover, the overall effect of fraud can be disastrous. Not only does the expense of fraud raise 
insurance premiums, it discourages business from expansion, can reduce productivity and threaten 
a company's survival. Other employees must pick up the slack of malingering co-workers, jobs go 
unfilled, and pay raises or profit sharing gains suffer as revenue is lost.  
There are also hidden costs to fraud. The cost of workers' compensation coverage increases with 
every worker a business hires. The hidden cost of insurance fraud not only discourages businesses 
from expanding their operations, it also encourages schemes to hire workers "off the books" to 
keep costs down, minimizing the benefits and protections afforded these workers and allowing 
them to pocket salaries without paying their fair share of taxes.  
 
One way or another, insurance fraud increases the cost of living while decreasing the quality of life 
for everyone. Help us keep the cost of living and the cost of your insurance down. 
You can help fight fraud by 
reportinghttp://wwwapps.nysif.com/Home/Fraud/ReportFraud.asp%3e%3e--) any any type of 
suspected workers' compensation or disability insurance fraud against NYSIF.  
Anti-Fraud Plan 

NYSIF has filed a comprehensive anti-fraud plan with The New York State Insurance Department, 
prepared and submitted by NYSIF's Division of Confidential Investigations (DCI). 
 
Major parts of the plan include: 

• A comprehensive anti-fraud training program conducted by DCI for all NYSIF employees.  
• A fraud recognition manual, created by DCI, for NYSIF employees.  
• A Workers' Compensation Fraud Prosecution Manual, created by DCI, for district 

attorneys and other law enforcement agencies.  
• An expanded anti-fraud public awareness campaign.  
• Increased hiring of investigators, attorneys and support staff to expand DCI activities.  
• Creation of a computer database to track and record fraud arrests, convictions and savings 

resulting from DCI investigations.  
•  Use of data mining software to develop enhanced capabilities for computerized searches, 

cross-checking of files and development of a historical database of fraudulent activities 
statewide.  
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Chapter 9  
Review 
 

Insurance fraud occurs when people deceive an insurance company or agent to collect 
money to which they aren’t entitled.   
 
Approximately 30% of all property claims are estimated to be fraudulent.   
 
The policyholder suffers by having to pay higher premiums.  They also may have 
more exclusions in their policies, or carry limits on certain types of property. 
 
The Health Insurance Portability & Accounting Act (1996) contains provisions aimed at 
combating fraud in the health care industry.  Its primary thrust is to root out fraud in 
Federal Programs (such as Medicare). 
 

Many companies now have “Specialized Investigative Units” (SIU’s) whose only 
function is to combat insurance fraud through the training of adjusters and providing 
extensive investigations into possible fraudulent claims. 
 
The Frauds Bureau was created by an act of the Legislature in 1981 as a law enforcement 
agency within the New York State Insurance Department. 

No-fault fraud is often perpetrated by highly organized criminal entities that can 
include corrupt medical clinics and corrupt attorneys, acting with staged 
accident/solicitation rings to submit fraudulent no-fault and bodily injury claims.  
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Section 84  
 
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 Coverage’s-  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 pre-existing 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 policyholder 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 insured.   
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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 Act of 1933-  This act changed the insurance industry by prohibiting national and state banks 
from affiliating with securities companies. 

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. 
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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 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. 
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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 

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 
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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. 

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- 
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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 non-renewal 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 Paid-Up 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. 

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 
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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 

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. 
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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. 

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 
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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.  




