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January 9, 2013

Introduced by M of A WEINSTEIN -- read once and referred to the
Conmittee on I nsurance

AN ACT to anend the insurance law, in relation to establishing a private
right of action for unfair claimsettlenment practices by an insurer

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

Section 1. Section 2601 of the insurance |aw, paragraphs 4 and 5 of
subsection (a) as anended by chapter 547 of the laws of 1997 and para-
graph 6 of subsection (a) as anended by chapter 388 of the |aws of 2008,
is amended to read as foll ows:

S 2601. Unfair claimsettlenent practices; penalties. (a) No insurer
doi ng business in this state shall engage in wunfair claim settlenment
practices. Any of the followi ng acts by an insurer, if commtted w thout
just cause and perfornmed with such frequency as to indicate a genera
busi ness practice, shall constitute unfair claimsettlenent practices:

(1) knowingly m srepresenting to claimants pertinent facts or policy
provisions relating to coverages at issue;

(2) failing to acknowl edge with reasonabl e pronpt ness pertinent conmu-
nications as to clains arising under its policies;

(3) failing to adopt and inpl ement reasonabl e standards for the pronpt
i nvestigation of clainms arising under its policies;

(4) not attenpting in good faith to effectuate pronpt, fair and equi -
tabl e settlenments of clainms submitted in which Iliability has becone
reasonably clear, except where there is a reasonabl e basis supported by
specific information available for review by the departnment that the
cl ai mant has caused the | oss to occur by arson. After receiving a prop-
erly executed proof of |loss, the insurer shall advise the clainmant of
acceptance or denial of the claimw thin thirty working days;

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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(5) conmpelling policyholders to institute suits to recover anounts due
under its policies by offering substantially |less than the anounts ulti-
mately recovered in suits brought by them [or]

(6) failing to pronptly disclose coverage pursuant to subsection (d)
or subparagraph (A) of paragraph two of subsection (f) of section three
t housand four hundred twenty of this chapter.

(b) Evidence as to nunbers and types of conplaints to the departnent
agai nst an insurer and as to the departnment's conplaint experience wth
other insurers witing simlar Iines of insurance shall be adm ssible in
evidence in any adm nistrative or judicial proceeding under this section
or article twenty-four or seventy-four of this chapter, but no insurer
shall be deened in violation of this section solely by reason of the
nunbers and types of such conpl aints.

(c) If it is found, after notice and an opportunity to be heard, that
an insurer has violated this section, each instance of nonconpliance
with subsection (a) [hereof] OF THIS SECTION may be treated as a sepa-
rate violation of this section for purposes of ordering a nonetary
penalty pursuant to subsection (b) of section one hundred nine of this
chapter. A violation of this section shall not be a m sdeneanor.

(D) IN ADDITION TO THE RIGHT OF ACTION GRANTED TO THE DEPARTMENT
PURSUANT TO THI' S SECTI ON, ANY PERSON WHO HAS BEEN | NJURED BY REASON OF
ANY VI OLATION OF THI S SECTI ON MAY BRI NG AN ACTION IN H'S OR HER OAN NAME
AS A PLAINTI FF TO ENJO N SUCH UNLAWFUL ACT OR PRACTI CE AND AN ACTION TO
RECOVER H'S OR HER ACTUAL DAMAGES. THE COURT MAY, IN ITS DI SCRETI ON
AWARD PUNI TI VE DAMAGES, | F THE COURT FI NDS THAT THE DEFENDANT | NSURER
W LLFULLY OR KNOWNGY VIOLATED THIS SECTION. THE COURT MAY AWARD
REASONABLE ATTORNEY' S FEES TO A PREVAI LI NG PLAI NTI FF

S 2. This act shall take effect imediately.



