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STATE OF NEW YORK

7746
I N SENATE
June 17, 2012

Introduced by Sen. GOLDEN -- read twi ce and ordered printed, and when
printed to be committed to the Conmttee on Rules

AN ACT to amend the insurance |law and the vehicle and traffic law, in
relation to permtting an insurer to rescind or retroactively cancel a
policy in certain circunstances

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

Section 1. The insurance |law is anmended by adding a new section 3455
to read as foll ows:

S 3455. CANCELLATION OF PCLICY. (A) AN I NSURER MAY, WTH N THE FI RST
THI RTY DAYS, RESCI ND OR RETROACTI VELY CANCEL TO THE | NCEPTION A NEWY
| SSUED AUTOMOBILE | NSURANCE POLICY SUBJECT TO PARAGRAPH (1) OF
SUBSECTI ON (A) OF SECTI ON THREE THOUSAND FOUR HUNDRED TWENTY-FIVE OF
TH'S ARTICLE, A NBEWY |[|SSUED COWERCI AL AUTOMOBI LE | NSURANCE PCLI CY
SUBJECT TO SECTI ON THREE THOUSAND FOUR HUNDRED TWENTY-SI X OF THIS ARTI -
CLE, OR A POLICY | SSUED PURSUANT TO ANY PLAN ESTABLI SHED UNDER ARTI CLE
FIFTY-THREE OF THIS CHAPTER, IF THE INITIAL PREM UM PAYMENT |S NOT
HONORED BY A FI NANCI AL | NSTI TUTI ON DUE TO THE NONEXI STENCE OR THE UNAU
THORI ZED USE OF A BANK ACCOUNT OR THE | NI TI AL PREM UM PAYMENT IS DEN ED
BY A CREDIT CARD COVWANY DUE TO THE UNAUTHORI ZED USE OF A CREDI T CARD
ACCOUNT. THI S SECTI ON SHALL NOT APPLY TO POLI Cl ES REQUI RED UNDER ARTI CLE
El GHT OF THE VEH CLE AND TRAFFI C LAW

(B) A PERSON WHO IS I NJURED DURI NG THI S PERI OD AND WHO WOULD ORDI NAR-
ILY BE COVERED UNDER THE |INSURED S POLICY HAD I T NOT BEEN CANCELED
PURSUANT TO SUBSECTI ON (A) OF THI S SECTI ON, SHALL BE ENTI TLED TO RECOVER
UNDER HI' S OR HER OMN POLI CY SUBJECT TO THE TERMS AND CONDI TIONS OF THE
CONTRACT, OR IF THE I NJURED PERSON | S UNI NSURED, THEY SHALL BE ENTI TLED
TO RECOVER UNDER THE MOTOR VEH CLE ACCI DENT | NDEMNI FI CATI ON CORPORATI ON,
PROVI DED SUCH PERSON DI D NOT PARTI Cl PATE I N ANY FRAUDULENT ACTI VITY,
| NCLUDI NG, BUT NOT LIM TED TO, AN ACCI DENT STAGED TO DEFRAUD AN | NSURER.
THE MOTOR VEHI CLE ACCI DENT | NDEMNI FI CATI ON CORPORATI ON MAY NOT SUBROGATE
| TS CLAI M AGAI NST THE RESCI NDI NG | NSURER.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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S 2. Paragraph 2 of subsection (d) of section 3420 of the insurance
| aw, as anended by chapter 388 of the |aws of 2008, is amended to read
as foll ows:

(2) If under a liability po I icy issued or delivered in this state, an
insurer shall disclaimliability [or], deny coverage, OR RESCIND COVER-
AGE PURSUANT TO SECTI ON THREE THOUSAND FOUR HUNDRED FI FTY- FI VE OF THI S
ARTI CLE, for death or bodily injury arising out of a notor vehicle acci-
dent, | NCLUDI NG ANY CLAIM FOR PERSONAL |NJURIES UNDER AN UN NSURED
MOTORI ST ENDORSEMENT BY ANY OCCUPANT OF A MOTOR VEHI CLE OR OTHER PERSON
| N\VOLVED | N AN ACCI DENT WHI CH WAS STAGED TO DEFRAUD AN | NSURER WHO IS
W THOUT KNOW.EDGE OF THE STAG NG OR FRAUDULENT | NTENT OF THE ACCI DENT
or any other type of accident occurring within this state, it shall give
witten notice as soon as is reasonably possible of such disclainmer of
liability or denial of coverage to the insured and the injured person or
any ot her cl ai mant.

S 3. Paragraph 1 of subsection (f) of section 3420 of the insurance
| aw, as anended by chapter 305 of the |laws of 1995, is anmended to read
as foll ows:

(1) No policy insuring against loss resulting fromliability inposed
by law for bodily injury or death suffered by any natural person arising
out of the ownership, maintenance and use of a notor vehicle by the
insured shall be issued or delivered by any authorized insurer upon any
motor vehicle then principally garaged or principally used in this state
unless it contains a provision whereby the insurer agrees that it wll
pay to the insured, as defined in such provision, subject to the terns
and conditions set forth therein to be prescri bed by the board of direc-
tors of the Mdtor Vehicle Accident Indemification Corporation and
approved by the superintendent, all suns, not exceeding a naxi mnum anount
or limt of twenty-five thousand dollars exclusive of interest and
costs, on account of injury to and all sums, not exceeding a maxinum
amount or |imt of fifty thousand dollars exclusive of interest and
costs, on account of death of one person, in any one accident, and the
maxi rum armount or limt, subject to such limt for any one person so
injured of fifty thousand dollars or so killed of one hundred thousand
dol lars, exclusive of interest and costs, on account of injury to, or
death of, nore than one person in any one accident, which the insured or
his | egal representative shall be entitled to recover as danmages from an
owner or operator of an uninsured notor vehicle, wunidentified notor
vehicle which |eaves the scene of an accident, a notor vehicle regis-
tered in this state as to which at the tinme of the accident there was
not in effect a policy of liability insurance, A MOTOR VEH CLE FOR VH CH
THE POLICY OF |INSURANCE HAS BEEN RESCI NDED OR CANCELLED PURSUANT TO
SECTI ON THREE THOUSAND FOUR HUNDRED FI FTY-FI VE OF THI S ARTI CLE, a stolen
vehicle, A MOTOR VEH CLE | NVOLVED I N AN ACCIDENT WHI CH WAS STAGED TO
DEFRAUD AN | NSURER, EXCEPT SUCH VEH CLE OMED AND OPERATED BY THE PERPE-
TRATOR OR PERPETRATORS OF SUCH ACCI DENT, a notor vehicle operated wth-
out perm ssion of the owner, an insured notor vehicle where the insurer
disclains liability or denies coverage or an unregistered vehicle
because of bodily injury, sickness or disease, including death resulting
therefrom sustained by the insured, caused by accident occurring in
this state and arising out of the ownership, maintenance or use of such
not or vehicle. No paynment for non-econom c |oss shall be nade under such
policy provision to a covered person unless such person has incurred a
serious injury, as such terns are defined in section five thousand one
hundred two of this chapter. Such policy shall not duplicate any el enent
of basic econonmic |oss provided for wunder article fifty-one of this
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chapter. No paynments of first party benefits for basic econom c |oss
made pursuant to such article shall dimnish the obligations of the
i nsurer under this policy provision for the paynent of non-econom c | oss
and econom c |loss in excess of basic economc |oss. Notw thstandi ng any
i nconsi stent provisions of section three thousand four hundred twenty-
five of this article, any such policy which does not contain the afore-
said provisions shall be construed as if such provisions were enbodied
t herei n.

S 4. Subparagraph (A) of paragraph 2 of subsection (f) of section 3420
of the insurance |law, as separately anmended by chapters 547 and 568 of
the laws of 1997, is anended to read as foll ows:

(A) Any such policy shall, at the option of the insured, also provide
suppl enmentary uni nsured/ underinsured notorists insurance for bodily
injury, in an anmount up to the bodily injury liability insurance Ilimts
of coverage provided wunder such policy, subject to a maxi num of two
hundred fifty thousand doll ars because of bodily injury to or death of
one person in any one accident and, subject to such limt for one
person, up to five hundred thousand doll ars because of bodily injury to
or death of two or nore persons in any one accident, or a conbi ned
single limt policy of five hundred thousand dollars because of bodily
injury to or death of one or nore persons in any one accident. Provided

however, an insurer issuing such policy, in lieu of offering to the
i nsured t he cover ages stat ed above, my provide supplenmentary
uni nsur ed/ underi nsured notorists insurance for bodily injury, in an

anmount up to the bodily injury liability insurance limts of coverage
provi ded under such policy, subject to a maxi mum of one hundred thousand
dol | ars because of bodily injury to or death of one person in any one
accident and, subject to such Iimt for one person, up to three hundred
t housand dol | ars because of bodily injury to or death of two or nore
persons in any one accident, or a conbined single |limt policy of three
hundred thousand dol | ars because of bodily injury to or death of one or
nore persons in any one accident, if such insurer also nakes available a
personal unbrella policy with liability coverage linmts up to at |east
five hundred thousand dollars which al so provides coverage for supple-
nment ary uni nsur ed/ underi nsur ed notori sts cl ai s. Suppl enment ary
uni nsur ed/ underi nsured notorists insurance shall provide coverage, in
any state or Canadian province, if the limts of liability under al

bodily injury liability bonds and insurance policies of another notor
vehicle liable for damages | NCLUDI NG BUT NOT LIMTED TO A VEH CLE FOR
VWH CH THE POLI CY OF | NSURANCE HAS BEEN RESCI NDED OR CANCELLED PURSUANT
TO SECTION THREE THOUSAND FOUR HUNDRED FI FTY-FIVE OF THI S ARTI CLE, A
MOTOR VEHI CLE | NVOLVED | N AN ACCI DENT WHI CH WAS STAGED TO DEFRAUD AN
| NSURER, EXCEPT SUCH VEH CLE OANED AND OPERATED BY THE PERPETRATOR OR
PERPETRATORS OF SUCH ACCI DENT, are in a |lesser anount than the bodily
injury liability insurance limts of coverage provided by such policy.
Upon witten request by any i nsured covered by suppl enent al
uni nsur ed/ underi nsured notorists insurance or his duly authorized repre-
sentative and wupon disclosure by the insured of the insured s bodily
injury and supplemental uninsured/underinsured notorists i nsurance
coverage limts, the insurer of any other owner or operator of another
not or vehicl e agai nst which a claimhas been made for damages to the
i nsured shall disclose, within forty-five days of the request, the bodi-
ly injury liability insurance |imts of its coverage provided under the
policy or all bodily injury liability bonds. The tine of the insured to
make any supplenentary uni nsured/ underinsured notorist claim shall be
tolled during the period the insurer of any other owner or operator of
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another notor vehicle that may be |iable for danages to the insured,
fails to so disclose its coverage. As a condition precedent to the obli-
gation of t he i nsurer to pay under t he suppl enent ary
uni nsured/ underi nsured notorists insurance coverage, the |imts of
liability of all bodily injury liability bonds or insurance policies
applicable at the tine of the accident shall be exhausted by paynent of
judgnments or settlenents.

S 5. Paragraph 1 of subsection (b) of section 5103 of the insurance
law i s amended to read as foll ows:

(1) Intentionally causes his own injury, EXCEPT ANY OCCUPANT OF A
MOTOR VEH CLE OR OTHER PERSON | NVOLVED | N AN ACCI DENT STAGED TO DEFRAUD
AN | NSURER WHO | S W THOUT KNOWLEDGE OF THE STAG NG OR FRAUDULENT | NTENT
OF SUCH ACCI DENT.

S 6. Paragraph 2 of subsection (a) of section 5103 of the insurance
law i s amended to read as foll ows:

(2) The naned insured and nmenbers of his househol d, other than occu-
pants of a notorcycle, for loss arising out of the use or operation of
(i) an uninsured notor vehicle or notorcycle, OR A VEH CLE WHOSE COVER-
AGE |'S RESCI NDED OR CANCELLED PURSUANT TO SECTION THREE THOUSAND FOUR
HUNDRED FI FTY-FI VE OF THI S CHAPTER, within the United States, its terri-
tories or possessions, or Canada; and (ii) an insured notor vehicle or
notorcycle outside of this state and wthin the United States, its
territories or possessions, or Canada.

S 7. Paragraph (a) of subdivision 1 of section 313 of the vehicle and
traffic aw, as anended by chapter 569 of the laws of 1981, is anended
to read as foll ows:

(a) [No] EXCEPT AS PROVI DED FOR I N SECTI ON THREE THOUSAND FOUR HUNDRED
FIFTY-FIVE OF THE |INSURANCE LAW NO contract of insurance for which a
certificate of insurance has been filed with the conm ssioner shall be
termnated by cancellation by the insurer until at |east twenty days
after mailing to the naned insured at the address shown on the policy a
notice of termnation by regular mail, with a certificate of mailing,
properly endorsed by the postal service to be obtained, except where the
cancel lation is for non-paynent of premiumin which case fifteen days
notice of cancellation by the insurer shall be sufficient, provided,
however, if another insurance contract has been procured, such other
i nsurance contract shall, as of its effective date and hour, term nate
the insurance previously in effect with respect to any notor vehicles
designated in both contracts. No contract of insurance for which a
certificate of insurance has been filed with the conm ssioner in which a
natural person is the naned insured and the notor vehicle is used
predom nantly for non-business purposes shall be non-renewed by an
i nsurer unless at least forty-five, but not nore than sixty days in
advance of the renewal date the insurer mails or delivers to the naned
insured at the address shown on the policy a witten notice of its
intention not to renew. No such contract of insurance in which the naned
insured is not a natural person or the notor vehicle is used predom -
nantly for business purposes shall be non-renewed by an insurer unless
at | east twenty days in advance of the renewal date the insurer mails or
delivers to the naned i nsured at the address shown on the policy a wit-
ten notice of its intention not to renew. Al notices of non-renewal
shall be sent by regular nmail with a certificate of mailing, properly
endorsed by the postal service to be obtained. Tine of the effective
date and hour of term nation stated in the notice shall becone the end
of the policy period. Every notice or acknow edgenent of term nation for
any cause whatsoever sent to the insured shall include in type of which
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the face shall not be smaller than twelve point a statenent that proof
of financial security is required to be naintained continuously through-
out the registration period and a notice prescribed by the comm ssi oner
indicating the punitive effects of failure to maintain continuous proof
of financial security and actions which nay be taken by the insured to
avoi d such punitive effects.

S 8. Paragraphs 6 and 7 of subsection (b) of section 5201 of the
i nsurance | aw are anmended and a new paragraph 8 is added to read as
fol | ows:

(6) insured notor vehicles where the insurer disclains liability or
deni es coverage, [and]

(7) unregistered notor vehicles[.], AND

(8) AN ACCI DENT STAGED TO DEFRAUD AN | NSURER

S 9. This act shall take effect two hundred seventy days after it
shal | have becone a | aw



