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I ntroduced by Sens. LARKIN, SEWARD, ALESI, BONACIC, DeFRANCI SCO, FARLEY,
FLANAGAN, GOLDEN, LAVALLE, LEIBELL, LITTLE, MAZI ARZ, MORAHAN, NOQZzZO
LI O SALAND, SKELOS, VOLKER -- read twice and ordered printed, and
when printed to be commtted to the Cormittee on | nsurance

AN ACT to anend the insurance law, in relation to |icensing and regul at -
i ng health insurance purchasi ng cooperatives

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 2101 of the insurance lawis anended by adding a
new subsection (v) to read as foll ows:

IN THI'S ARTICLE, A "HEALTH I NSURANCE PURCHASI NG COOPERATI VE' OR
" COOPERATI VE" MEANS ANY | NDI VI DUAL, FIRM ASSOCI ATI ON, BUSINESS CORPO
RATION OR NOT- FOR- PROFI T CORPORATI ON LI CENSED PURSUANT TO THI S ARTI CLE
THAT PROVI DES HEALTH | NSURANCE OR A HEALTH BENEFI TS PLAN THROUGH MULTI -
PLE UNAFFI LI ATED PARTI Cl PATI NG | NSURERS OR HEALTH MAI NTENANCE ORGANI ZA-
TIONS TO MEMBER SOLE PROPRI ETORS AND SMALL EMPLOYERS AND THEI R EMPLOYEES
W THI N A DEFI NED SERVI CE AREA AUTHORI ZED BY THE SUPERI NTENDENT. FOR THE
PURPCSES OF THI'S SUBSECTI ON, "SMALL EMPLOYER' SHALL MEAN ANY EMPLOYER
THAT EMPLOYS NOT FEWER THAN TWO NOR MORE THAN NI NETY- NI NE EMPLOYEES.

S 2. The insurance law is anended by adding a new section 2104-a to
read as foll ows:

S 2104- A. HEALTH | NSURANCE PURCHASI NG COOPERATI VE: LI CENSING (A) THE
SUPERI NTENDENT MAY |SSUE A HEALTH | NSURANCE PURCHASI NG COOPERATI VE
LI CENSE TO ANY NON- RI SK BEARI NG | NDI VI DUAL, FIRM ASSOCI ATI ON, BUSI NESS
CORPORATI ON, OR NOT- FOR- PROFI T CORPORATI ON WHO OR WHI CH | S DEEMED BY THE
SUPERI NTENDENT TO BE TRUSTWORTHY AND COVPETENT TO ACT AS AN | NSURANCE
BROKER PURSUANT TO SECTI ON TWO THOUSAND ONE HUNDRED FOUR OF THI' S ARTI CLE
AND TO EXERCI SE THE ADDI TI ONAL POAERS GRANTED TO A COOPERATI VE LI CENSEE
PURSUANT TO THI'S SECTION. BEFORE | SSU NG A COOPERATI VE LI CENSE, THE
APPLI CANT MUST HAVE AN | NSURANCE BROKER S LI CENSE OR HAVE EMPLOYED BY
SUCH COOPERATI VE AN EMPLOYEE THAT HAS A BROKER S LI CENSE.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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(B) A COOPERATI VE MAY MARKET, SELL OR OFFER FOR SALE OR ARRANGE FCOR A
PACKACGE OF ONE OR MORE HEALTH | NSURANCE BENEFI TS PLANS UNDERWRI TTEN BY
THREE OR MORE |[|INSURERS OR HEALTH MAI NTENANCE ORGANI ZATI ONS TO SOLE
PROPRI ETORS AND SMALL EMPLOYERS AND THEI R EMPLOYEES. FOR THE PURPCOSES OF
TH S SECTI ON, "SMALL EMPLOYER' MEANS ANY EMPLOYER THAT EMPLOYS NOT FEWER
THAN TWO NOR MORE THAN NI NETY-N NE EMPLOYEES. A COOPERATI VE NMAY NOT
| SSUE CONTRACTS OR QUOTE PREM UM RATES OR PROVIDE COVERAGE UNTIL
CONTRACTS AND PREM UM RATES FOR | NSURERS AND HEALTH MAI NTENANCE ORGAN-
| ZATI ONS PARTI Cl PATI NG | N THE COOPERATI VE ARE APPROVED BY THE SUPER-
| NTENDENT.

(© BEFORE A HEALTH | NSURANCE PURCHASI NG COOPERATI VE LI CENSE SHALL BE
| SSUED OR RENEVED, THE PROSPECTI VE LI CENSEE SHALL PROPERLY FILE WTH THE
SUPERI NTENDENT A VWRI TTEN APPLI CATION AND PAY A FEE OF ONE HUNDRED
DOLLARS. EVERY LI CENSE SHALL HAVE A DURATI ON OF TWO YEARS. THE LI CENSE
APPLI CATI ON SHALL CONTAI N THE FOLLOW NG | NFORVATI ON TO DEMONSTRATE THAT:

(1) A SPECI FI C BUSI NESS PLAN HAS BEEN DEVELOPED TO DEMONSTRATE HOW THE
APPLI CANT | NTENDS TO REDUCE THE COST OF HEALTH | NSURANCE OR ADM NI STRA-
TIVE COSTS FOR MEMBER BUSI NESSES AND | NCREASE ACCESS TO HEALTH | NSUR-
ANCE;

(2) THE APPLI CANT W LL HAVE THE EXPERTI SE AND LOG STI CAL  SUPPORT TO
ADEQUATELY SERVE MEMBER SCLE PROPRI ETORS AND SVALL EMPLOYERS AND THEI R
EMPLOYEES,;

(3) THE APPLI CANT IS NOT A DI STRI BUTI ON NETWORK FOR A SINGLE PRODUCT
OR THE PRODUCTS OF A SI NGLE HEALTH I NSURER OR HEALTH MAI NTENANCE ORGAN-
| ZATI ON;

(4) ADEQUATE AND ONGO NG FI NANCI AL CONTRCLS AND SECURI TY ARRANGEMENTS
WLL BE I NSTI TUTED TO ENSURE THAT THE APPLI CANT W LL REMAI N SOLVENT,;

(5) THE APPLI CANT W LL | NSTI TUTE ADEQUATE SAFEGUARDS W TH EACH PARTI C-
| PATI NG | NSURER AND HEALTH MAI NTENANCE ORGANI ZATI ON TO ENSURE CONTI NUI TY
OF COVERAGE FOR PLAN SUBSCRI BERS SHOULD THE APPLI CANT CEASE OPERATI ONS;

(6) THE APPLI CANT SHALL ATTEMPT TO EXTEND PURCHASI NG COOPERATI VE SPON-
SORED | NSURANCE COVERAGES TO A LARGE NUMBER OF SMALL EMPLOYERS W THI N
THE APPLI CANT' S SERVI CE AREA;

(7) THE APPLI CANT HAS SATI SFI ED THE CRI TERI A NECESSARY FOR OBTAI NI NG
AN | NSURANCE BROKER S LICENSE PURSUANT TO SECTION TWO THOUSAND ONE
HUNDRED FOUR OF THI' S ARTI CLE; AND

(8) THE APPLI CANT W LL COWPLY WTH ALL PROVI SI ONS RELATI NG TO COVMUNI -
TY RATI NG AND OPEN ENRCLLMENT PURSUANT TO SECTION THREE THOUSAND TWO
HUNDRED THI RTY- THREE OF TH S CHAPTER

(D) COOPERATI VE LI CENSEES SHALL HAVE THE FOLLOW NG POVERS:

(1) TO SELL, MARKET, OFFER OR ARRANGE FOR SALE TO SOLE PROPRI ETORS AND
SMALL EMPLOYERS, THEI R EMPLOYEES AND THEI R FAM LI ES A VARI ETY OF HEALTH
I NSURANCE PLANS.

(2) PREPARE AND DI SSEM NATE | NFORMATI ONAL AND SOLI Cl TATI ON  MATERI ALS
TO FACI LI TATE COMPARI SON OF THE VARI QUS HEALTH | NSURANCE PLANS OFFERED
TO MEMBER SCLE PROPRI ETORS AND SVALL EMPLOYERS BY THE COOPERATI VE.

(3) SET REASONABLE PURCHASI NG COOPERATI VE MEMBERSHI P FEES AND COOPER-
ATIVE ADM NI STRATI VE FEES TO SERVI CE EMPLOYER AND | NSURER ENRCLLMENT,
Bl LLI NG COLLECTI ON, PREM UM DI SBURSEMENT AND RECONCI LI ATI ON, COWM SS| ON
DI SBURSEMENT AND PROCESSI NG ACTI VI TI ES. THESE FEES MAY VARY BASED ON THE
SI ZE OF THE EMPLOYER

(4) PROVI DE ENROLLMENT, BILLING PREM UM COLLECTI ON, PREM UM DI SBURSE-
VENT AND RECONCI LI ATI ON, COWM SSI ON DI SBURSEMENT  AND OTHER PROCESSI NG
SERVI CES FOR HEALTH | NSURANCE PLANS OFFERED THROUGH THE COOPERATI VE.

(5) CONTRACT W TH QUALI FI ED THI RD PARTI ES TO PROVI DE FOR ANY SERVI CE
NECESSARY TO CARRY OUT THE COOPERATI VE'S PONERS AND DUTI ES.
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(6) CONTRACT W TH LI CENSED | NSURANCE AGENTS AND BROKERS TO MARKET AND
SERVI CE COVERAGES MADE AVAI LABLE THROUGH THE COOPERATI VE AND NEGOTI ATE
THE DI VI SI ON OF COW SSI ON FEES BETWEEN THE | NSURANCE AGENT, BROKER AND
COOPERATI VE.

(7) NEGOTIATE WTH PARTICIPATING |NSURERS AND HEALTH MAI NTENANCE
ORGANI ZATI ONS THE ADM NI STRATI VE EXPENSES PORTION OF PREM UM RATES
CHARGED FOR COVERAGE OFFERED BY THE COOPERATI VE

(8) EXERCISE THOSE PONERS GRANTED TO AN | NSURANCE BROKER PURSUANT TO
SECTI ON TWD THOUSAND ONE HUNDRED FOUR OF THI' S ARTI CLE

(9) ANY OTHER POWERS THAT THE SUPERI NTENDENT DEEMS NECESSARY TO FACI L-
| TATE A COOPERATI VE'S ABI LI TY TO REDUCE THE COST OF HEALTH | NSURANCE OR
ADM NI STRATI VE COSTS FOR MEMBER BUSI NESSES OR TO | NCREASE ACCESS TO SUCH
| NSURANCE

(E) | NFORVATI ON PROVI DED TO THE SUPERI NTENDENT BY AN APPLI CANT FOR A
COOPERATI VE LI CENSE OR A COOPERATI VE LI CENSEE RELATING TO |ITS FI NANCES
OR OPERATIONS WLL, UPON REQUEST BY THE COOPERATI VE, BE G VEN CONSI DER-
ATI ON AS A TRADE SECRET PURSUANT TO PARAGRAPH (D) OF SUBDI VI SION TWO OF
SECTI ON ElI GHTY- SEVEN OF THE PUBLI C OFFI CERS LAW

S 3. Section 2110 of the insurance |aw, as amended by chapter 687 of
the laws of 2003, is anended to read as foll ows:

S 2110. Revocation or suspension of Ilicense of insurance producer,
i nsurance consultant or adjuster. (a) The superintendent may refuse to
renew, revoke, or nmay suspend for a period the superintendent determ nes
the |license of any insurance producer, HEALTH | NSURANCE PURCHASI NG COOP-
ERATI VE, insurance consultant or adjuster, if, after notice and heari ng,
the superintendent determ nes that the |icensee or any sub-licensee has:

(1) violated any insurance |aws, or violated any regul ation, subpoena
or order of the superintendent [of insurance] or of another state's
i nsurance comn ssioner, or has violated any law in the course of his,
HER, OR I TS dealings in such capacity;

(2) provided materially incorrect, materially msleading, materially
inconplete or materially untrue information in the |icense application;

(3) obtained or attenpted to obtain a |icense through m srepresen-
tation or fraud;

(4) (A) used fraudul ent, coercive or dishonest practices;

(B) denonstrated i nconpetence;

(C) denonstrated untrustworthiness; or

(D) denonstrated financial irresponsibility in the conduct of business
in this state or el sewhere;

(5) inproperly wthheld, msappropriated or converted any nonies or
properties received in the course of business in this state or else-
wher e;

(6) intentionally misrepresented the ternms of an actual or proposed
i nsurance contract or application for insurance;

(7) has been convicted of a felony;

(8) admtted or been found to have comitted any insurance wunfair
trade practice or fraud,

(9) had an insurance producer |icense, or its equivalent, denied,
suspended or revoked in any other state, province, district or territo-
ry,

(10) forged another's name to an application for insurance or to any
docunent related to an insurance transaction;

(11) inproperly used notes or any other reference material to conplete
an exam nation for an insurance |icense;

(12) know ngly accepted insurance business froman individual who is
not |icensed;
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(13) failed to conply with an adm nistrative or court order inmposing a
child support obligation; or

(14) failed to pay state income tax or conply with any adm ni strative
or court order directing paynment of state income tax.

(b) Before revoking or suspending the license of any HEALTH | NSURANCE
PURCHASI NG COOPERATI VE, i nsurance producer or other |icensee pursuant to

the provisions of this article, the superintendent shall, except when
proceedi ng pursuant to subsection (f) of this section, give notice to
the licensee and to every sub-licensee and shall hold, or cause to be

hel d, a hearing not |ess than ten days after the giving of such notice.

(c) If A HEALTH | NSURANCE PURCHASI NG COOPERATI VE' S LI CENSE, an i nsur-
ance producer's license or other |icensee' s |icense pursuant to the
provisions of this article is revoked or suspended by the superinten-
dent, [he] THE SUPERI NTENDENT shall forthwith give notice to the licen-
see.

(d) The revocation or suspension of any HEALTH | NSURANCE PURCHASI NG
COOPERATI VE' S LI CENSE, i nsurance producer's |license or other |icensee's

license pursuant to the provisions of this article shall termnate
forthwith such COOPERATIVE S LICENSE, producer's |license or other
licensee's |icense and the authority conferred thereby upon all sub-1li-
censees.

(e) (1) No individual, corporation, firmor association whose |icense
as A HEALTH | NSURANCE PURCHASI NG COOPERATI VE, an insurance producer or
other I|icensee subject to subsection (a) of this section has been
revoked, and no firmor association of which such individual is a
menber, and no corporation of which such individual is an officer or
director, shall be entitled to obtain any |icense under the provisions
of this chapter for a period of one year after such revocation, or, if
such revocation be judicially reviewed, for one year after the fina
determination thereof affirmng the action of the superintendent in
revoki ng such |icense.

(2) If any such license held by a firm association or corporation be
revoked, no nmenber of such firmor association and no officer or direc-
tor of such corporation shall be entitled to obtain any license, or to
be named as a sub-licensee in any such license, for the sane period of
time, unless the superintendent determ nes, after notice and hearing,
that such nmenber, officer or director was not personally at fault in the
matter on account of which such |icense was revoked.

(f) (1) As used in this subsection, "non-resident insurance producer's
license or sub-license" neans a |icense or sub-license in such capacity
i ssued pursuant to paragraph five of subsection (g) of section two thou-
sand one hundred three or subsection (e) of section two thousand one
hundred four of this article.

(2) A non-resident insurance producer's license or sub-license nay be
summarily revoked in the event that the licensee's |license as an agent,
broker, adjuster or in any other capacity under the insurance |aw of the
i censee's hone state of domicile or such Iicense of the firmor associ-
ation of which the licensee is a nenber, enployee or sub-licensee, or
such l'icense of the corporation of which the licensee is an officer,
director, enployee or sub-licensee has been suspended or revoked or
renewal thereof denied in the licensee's home state of domcile by a
procedure affording to the licensee or it a statutory right to a hear-
ing, for action or conduct which, if it had been established upon a
hearing before the superintendent, would have constituted grounds for
revocation of a |license under subsection (a) of this section.
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(3) Before revoking the Iicense of any non-resident insurance producer
in accordance with this section, the superintendent shall give ten days'
notice in witing to such producer of the action proposed to be taken,
whi ch notice shall be given in accordance with the applicabl e provisions
of subsections (a) and (d) of section three hundred three of this chap-
ter.

(4) Upon submi ssion to the superintendent of satisfactory proof that a
suspensi on or revocation of a |icense issued by a hone state to act as
an insurance agent, insurance broker, adjuster or in another |icensed
capacity under the insurance |aw of such other state or a denial of
renewal thereof has been duly w thdrawn, set aside, reversed or voided,
t he superintendent shall thereupon reinstate and restore any and al
| i censes revoked in accordance with the provisions of this subsection.

(g) If ANY HEALTH |INSURANCE PURCHASI NG COOPERATIVE, any |icensed
i nsurance producer or any person aggrieved shall file wth the super-
intendent a verified conplaint setting forth facts tending to show
sufficient ground for the revocation or suspension of any insurance
producer's license OR ANY COOPERATIVE'S LICENSE, or if any |icensed
adj uster or any person aggrieved files with the superintendent a veri-
fied conplaint setting forth facts showi ng sufficient grounds for the
suspensi on or revocation of any adjuster's |license, the superintendent

shall, after notice and a hearing, determ ne whether such |icense shal
be suspended or revoked.
(h) The superintendent shall retain the authority to enforce the

provi sions of and i npose any penalty or remedy authorized by this chap-
ter against any person or entity who is wunder investigation for or
charged wth a violation of this chapter, even if the person's or enti-
ty's license or registration has been surrendered, or has expired or has
| apsed by operation of |aw.

(i) Alicensee subject to this article shall report to the superinten-
dent any admi nistrative action taken against the |I|icensee in another
jurisdiction or by another governmental agency in this state within
thirty days of the final disposition of the matter. This report shal
include a copy of the order, consent to order or other relevant |ega
docunents.

(j) Wthin thirty days of the initial pretrial hearing date, a |icen-
see subject to this article shall report to the superintendent any crim
inal prosecution of the licensee taken in any jurisdiction. The report
shall include a copy of the initial conplaint filed, the order resulting
fromthe hearing and any ot her relevant |egal docunents.

S 4. Section 2120 of the insurance |aw, subsection (d) as added by
chapter 527 of the laws of 2004, is amended to read as foll ows:

S 2120. Fiduciary capacity of insurance agents, HEALTH | NSURANCE
PURCHASI NG COOPERATI VES, insurance brokers and reinsurance interme-
diaries. (a) Every insurance agent, EVERY HEALTH | NSURANCE PURCHASI NG
COOPERATI VE and every insurance broker acting as such in this state

shall be responsible in a fiduciary capacity for all funds received or
col |l ected as insurance agent, COOPERATIVE or insurance broker, and shal
not, w thout the express consent of his, HER or its principal, mnmngle

any such funds with his, HER or its own funds or with funds held by him
HER or it in any other capacity.

(b) Every reinsurance internediary acting as such in this state shal
be responsible, in a fiduciary capacity for all funds received or
collected in such capacity, and shall not, w thout the express consent
of his, HER or its principal or principals, mngle any such funds wth
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his, HER or its own funds or with funds held by him HER or it in any
ot her capacity.

(c) This section shall not require any such agent, broker, COOPERATI VE
or reinsurance internediary to maintain a separate bank deposit for the
funds of each such principal, if and as long as the funds so held for
each such principal are reasonably ascertainable fromthe books of
account and records of such agent, broker, COOPERATIVE or reinsurance
internedi ary, as the case may be.

(d) Aretail insurance producer who viol ates paragraph (a) of subdivi-
sion two of section five hundred seventy-seven-a of the banking | aw
shall be liable for actual damages for the failure to notify, in wit-

ing, the prem umfinance agency of the information required pursuant to
such paragraph (a).

S 5. Section 2122 of the insurance law is anmended to read as foll ows:

S 2122. Advertising by insurance agents [and], brokers AND COOPER-
ATI VES. (a) (1) No insurance agent [or insurance], broker OR COOPER-
ATI VE shall make or issue in this state any advertisenent, sign,
panphl et, circular, card or other public announcenent purporting to nmake
known the financial condition of any insurer, unless the sane shal
conformto the requirenments of section one thousand three hundred thir-
teen of this chapter.

(2) No insurance agent, insurance broker, COOPERATIVE or other person,
shall, by any advertisenent or public announcenent in this state, cal
attention to any unauthorized insurer or insurers.

(b) Every agent of any insurer and every insurance broker AND COOPER-
ATIVE shall, in all advertisenments, public announcenents, signs,
panphl ets, circulars and cards, which refer to an insurer, set forth
therein the nane in full of the insurer referred to and the nane of the
city, town or village in which it has its principal office in the United
St at es.

S 6. Every purchasing alliance or cooperative operating pursuant to a
menor andum of understanding with the insurance departnent prior to the
effective date of this act shall be exenpt from this act until the
superi ntendent of insurance reasonably determ nes that such alliances or
cooperatives are able to conply with such provisions of this act.

Under no circunstances shall the superintendent of insurance mandate
that any existing purchasing alliance or cooperative operating prior to
the effective date of this act nust conply with the provisions of this
act for a period of at least five years fromthe effective date of this
act or revoke or nullify in any way any nenorandum of understanding with
such alliances or cooperatives for a period of at |east five years.

S 7. This act shall take effect on the one hundred eightieth day after
it shall have becone a |aw, provided however, that any rules or regu-
| ations necessary to inplenment this act shall be promulgated on or
bef ore such effective date.



