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Introduced by M of A LUNSFORD -- read once and referred to the Commt-
tee on Insurance

AN ACT to anend the insurance law, in relation to contractual liability
i nsurance policies

The People of the State of New York, represented in Senate and Assem
bly., do enact as follows:

Section 1. Paragraph 1 of subsection (c) of section 7903 of the insur-
ance law, as anmended by chapter 578 of the |aws of 2000, is anmended to
read as foll ows:

(1) [#+psrethe performmnce of all its obligations under—all service
coptracts—pursuant—to—a] purchase one or nore service contract
rei mbursement insurance [peliey] policies issued by [an—hster] one or
nore insurers authorized to i ssue service contract reinbursenent insur-
ance in this state or procured by an excess line |icensee pursuant to
section two thousand one hundred eighteen of this chapter. Each
rei nbursenent insurance policy shall obligate the insurer that issued
such policy to either provide reinbursenent to the provider for al
obligations incurred by a provider wunder the terms of a service
contract, or in the event of the provider's nonperformance, provide or
pay on behalf of the provider all covered contractual obligations
incurred by the provider. In the event the provider fails to insure its
obligations pursuant to this paragraph or in the event that such insur-
ance shall |apse or be term nated, the provider shall conply with either
paragraph two or three of this subsection within forty-five days of the
i nsurance | apse or termnation;

8§ 2. Subsection (b) of section 7905 of the insurance | aw, as added by
chapter 614 of the laws of 1997, is amended to read as foll ows:

(b) Service contracts insured under [a] one or nore service contract
rei mbursenment insurance [peley] policies pursuant to [paragarph] para-
graph one of subsection (c) of section seven thousand nine hundred three
of this article shall contain a statement in substantially the follow ng
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form "Cbligations of the provider under this service contract are
i nsured under a service contract reinbursement insurance policy. If the
provider fails to pay or provide service on a claimw thin sixty days
after proof of loss has been filed, the contract holder is entitled to
make a claimdirectly against the insurer under the service contract
rei mbursenent insurance policy." The service contract shall also state
the name and address and a toll-free tel ephone nunber of the insurer
under [the] each rel ated service contract reinbursenment insurance poli-
cy.
8§ 3. This act shall take effect inmediately.



