8§ 3426. Commercial lines insurance; cancellation and renewal
provisions. (a) Definitions. As used in this section:

(1) "Covered policy" neans, for purposes of this section, a policy of
comercial risk insurance, professional liability insurance or public
entity insurance, and shall include any contract, certificate or other
evi dence of such insurance.

(2) "Required policy period" neans a period of one year fromthe date
as of which a covered policy is renewed or first issued.

(3) "Nonpaynent of prem uni nmeans the failure of the named insured to
di scharge any obligation in connection with the paynent of prem uns on a
policy of insurance or any installnment of such prem um whether the
premumis payable directly to the insurer or its agent, or indirectly
under any prem um fi nance plan or extension of credit. Paynment to the
i nsurer, or to an agent or broker authorized to receive such paynent,
shall be tinmely for the purpose of this section if nmade within fifteen
days after the mailing to the insured of a notice of cancellation for
nonpaynent of prem um

(4) "Renewal" or "to renew' neans the issuance or offer to issue by an
i nsurer of a policy superseding a policy previously issued and delivered
by the sane insurer, or another insurer under conmon control, or the
i ssuance or delivery of a certificate or notice extending the termof a
policy beyond its policy period or term provided, however, that any
policy with a policy period or termof |ess than one year shall, for the
pur pose of this section, be considered as if witten for a policy period
or termof one year, and any policy with no fixed expiration date shall,
for the purpose of this section, be considered as if witten for
successive policy periods or terns of one year.

(5) "Admi nistrative suspension” nmeans a tenporary suspension of a
driver's license pending a hearing, prosecution or investigation, or an
i ndefinite suspension of a driver's |license because of the failure of
t he person suspended to performan act, which suspension will be
term nated by the performance of the act by the person suspended.

(6) "Excess liability policy" nmeans a policy of comercial risk,
public entity or professional liability insurance, including a
comercial unbrella policy, when witten over one or nore underlying
liability policies that provide with respect to the sanme ri sk coverage
of at least five hundred thousand dollars in the aggregate.



(7) "Hyper limts excess liability policy" nmeans an excess liability
policy of comercial risk, public entity or professional liability
i nsurance, including a comrercial unbrella policy, when witten over one
or nore underlying liability policies issued by authorized insurers that
provide with respect to the same risk coverage of at least ten mllion
dollars in the aggregate.

(8) "Junbo risk" nmeans a business entity that generates gross revenues
exceedi ng one hundred mllion dollars annually and that devel ops an
annual liability premumfor the policy of at |east five hundred
t housand dol I ars, but shall not include any public entity or
not-for-profit corporation.

(9) "Renewal date" nmeans the date specified in a conditional renewal
notice, renewal certificate or in the renewal policy itself, for
coverage under a renewal policy to take effect.

(10) "Bl anket"™ or "mass" nonrenewal neans a situation where the
insurer within a six nonth period is nonrenewi ng policies representing
nore than one percent of a market.

(11) "Market" shall have the neaning ascri bed by paragraph one of
subsection (a) of section two thousand three hundred forty-four of this
chapter.

(b) During the first sixty days a covered policy is initially in
effect, except for the bases for cancellation set forth in paragraph
one, two or three of subsection (c) of this section, no cancellation
shal | becone effective until twenty days after witten notice is nuailed
or delivered to the first-naned insured at the nailing address shown in
the policy and to such insured' s authorized agent or broker.

(c) After a covered policy has been in effect for sixty days unless
cancel | ed pursuant to subsection (b) of this section, or on or after the
effective date if such policy is a renewal, no notice of cancellation
shal | becone effective until fifteen days after witten notice is mailed
or delivered to the first-named insured and to such insured s authorized
agent or broker, and such cancellation is based on one or nore of the
fol | ow ng:

(1) Wth respect to covered policies:

(A) nonpaynent of prem um provi ded, however, that a notice of
cancellation on this ground shall informthe insured of the anmount due;

(B) conviction of a crine arising out of acts increasing the hazard



i nsured agai nst;

(C discovery of fraud or material m srepresentation in the obtaining
of the policy or in the presentation of a claimthereunder;

(D) after issuance of the policy or after the |ast renewal date,

di scovery of an act or omi ssion, or a violation of any policy condition,
that substantially and materially increases the hazard insured against,
and whi ch occurred subsequent to inception of the current policy period,

(E) material physical change in the property insured, occurring after
i ssuance or |ast annual renewal anniversary date of the policy, which
results in the property becom ng uninsurable in accordance with the
insurer's objective, uniformy applied underwiting standards in effect
at the time the policy was issued or |last renewed; or material change in
the nature or extent of the risk, occurring after issuance or |ast
annual renewal anniversary date of the policy, which causes the risk of
| oss to be substantially and materially increased beyond t hat
contenplated at the tinme the policy was issued or |ast renewed,

(F) a determ nation by the superintendent that continuation of the
present prem um vol une of the insurer would jeopardi ze that insurer's
sol vency or be hazardous to the interests of policyhol ders of the
insurer, its creditors or the public;

(G a determnation by the superintendent that the continuation of the
policy would violate, or would place the insurer in violation of, any
provi sion of this chapter; or

(H) where the insurer has reason to believe, in good faith and with
sufficient cause, that there is a probable risk or danger that the
insured will destroy, or permt to be destroyed, the insured property
for the purpose of collecting the insurance proceeds, provided, however,
t hat :

(i) a notice of cancellation on this ground shall informthe insured
in plain | anguage that the insured nust act within ten days if review by
t he departnent of the ground for cancellation is desired pursuant to
item (iii) of this subparagraph (H)

(ii) notice of cancellation on this ground shall be provided
simul taneously by the insurer to the departnent; and

(iii) upon witten request of the insured nmade to the depart nent
within ten days fromthe insured' s receipt of notice of cancellation on
this ground, the departnent shall undertake a review of the ground for



cancel |l ation to determ ne whether or not the insurer has satisfied the
criteria for cancellation specified in this subparagraph; if after such
review the departnment finds no sufficient cause for cancellation on this
ground, the notice of cancellation on this ground shall be deened nul
and voi d.

(2) Wth respect to that portion of a covered policy providi ng notor
vehi cl e coverage, in addition to the basis for cancellation set forth in
par agr aph one of this subsection, suspension or revocation during the
required policy period of the driver's license of any person who
continues to operate a notor vehicle insured under the policy, other
t han a suspension issued pursuant to subdivision one of section five
hundred ten-b of the vehicle and traffic |law or one or nore
adm ni strative suspensions arising fromthe sanme incident which has or
have been term nated prior to the effective date of cancellation.

(3) Wth respect to professional liability insurance policies, in
addition to the bases for cancellation set forth in paragraph one of
this subsection, revocation or suspension of the insured' s |license to
practice his profession or, if the insured is a hospital, it no | onger
possesses a valid operating certificate under section twenty-eight
hundred one-a of the public health | aw

(4) Wth respect to an excess liability policy, in addition to the
basis for cancellation set forth in paragraph one of this subsection,
cancel l ati on of one or nore of the underlying policies providing primary
or internedi ate coverage, where: (A) such cancellation is based upon
par agraph one, two or three of this subsection; and (B) such policies
are not replaced wi thout |apse.

(5) Witten notice of cancellation in accordance with this subsection
shall be mailed or delivered to the first-nanmed insured, at the address
shown on the policy, and to the insured s authorized agent or broker.

(d) (1) After a covered policy has been in effect for sixty days, or
on and after the effective date if such policy is a renewal, no prem um
increase for the termof the policy shall be made to becone effective
unl ess due to and conmensurate with insured val ue added, subsequent to
i ssuance or the |last renewal date, pursuant to the policy or at the
insured's request or, in lieu of cancellation, where such increase is
based upon one or nore of the grounds for cancellation set forth in
subpar agraph (D) or (E) of paragraph one of subsection (c) of this



secti on.

(2) No covered policy which provides for a policy termof |ess than
one year may be issued, or issued for delivery, in this state, except:

(A) a policy issued to an insured for a seasonal purpose;

(B) a policy issued to cover a specific event or particular project
that will be perforned in | ess than one year;

(C a new policy where the specific termis nmade to coincide with the
termof an insured' s already existing policy with the sane insurer, wth
any insurer at the insured's witten request or, in the case of an
excess liability policy, with different insurers;

(D) a group property/casualty policy or certificates, policies issued
pursuant to a safety group or mass nerchandi sing program or a nedical
mal practice or for-hire vehicle policy whose expiration date is conmon
to all other policies issued by an insurer; in any of which events the
first policy period may be for a period of |ess than one year with
subsequent renewals requiring at | east a one year policy period, and any
such policies issued since the effective date of this section may be
anended to conformto a common expiration date; or

(E) where an insured requests a liability insurance policy with a term
of | ess than one year froman insurer that offers such policies;
provi ded that the insurer also offers the insured the option of
purchasing a policy with a term of one year, and:

(i) the insurer wites the policy on an occurrence basis;

(ii) the insurer wites the policy on a defense cost outside limts
basi s;

(iii) the insurer nmay extend the policy, provided that:

(a) the coverage remains in effect at the sane terns and conditions;

(b) the rate accords with the rates filed with the superintendent at
the policy's inception; and

(c) the extension does not result in the policy period exceedi ng
el even nmonths in total;

(iv) the policy has no annual aggregate liability limt but nay have
aggregate limts for the termof the policy, and such aggregate limts
shall continue with any policy extension provided pursuant to item (iii)
of this subparagraph,;

(v) the policy does not provide nedical nal practice coverage;
liability insurance required by articles six, eight, or forty-four-B of



the vehicle and traffic law or under any other financial responsibility
| aw of this state; or public entity insurance;

(vi) the policy provides for a termof at |east one nonth;

(vii) the policy does not contain a clause limting the tinely filing
of a claim

(viii) the policy provides for a return of premiumon a pro-rata basis
if the insured cancels or otherwi se term nates the policy before the
policy's expiration; and

(ix) the insurer provides a witten disclosure to the insured that
explains that a policy issued pursuant to this subparagraph nay be nore
expensive than a policy with a term of one year.

(e) (1) A covered policy shall remain in full force and effect
pursuant to the sane terns, conditions and rates unless witten notice
is mail ed or delivered by the insurer to the first-naned insured, at the
address shown on the policy, and to such insured' s authorized agent or
broker, indicating the insurer's intention:

(A) not to renew such policy; or

(B) to condition its renewal upon change of limts, change in type of
coverage, reduction of coverage, increased deductible or addition of
excl usion, or upon increased premiuns in excess of ten percent
(excl usive of any prem umincrease generated as a result of increased
exposure units, pursuant to subsection (d) of this section, or as a
result of experience rating, loss rating, retrospective rating or
audit), except that with respect to an excess liability policy, the
i nsurer may al so, consistent with regul ati ons pronul gated by the
superintendent, condition its renewal upon requirenents relating to the
underlyi ng coverage, in which event the conditional renewal notice shal
be treated as an effective notice of nonrenewal if such requirenents are
not satisfied as of the later of the expiration date of the policy or
sixty days after mailing or delivery of such notice; or

(C that the policy will not be renewed or will not be renewed upon
the sane terns, conditions or rates; such alternative renewal notice
nmust be mailed or delivered on a tinely basis and advi se the insured
that a second notice shall be nailed or delivered at a | ater date
indicating the insurer's intention as specified in subparagraph (A) or
(B) of this paragraph and that coverage shall continue on the sane
ternms, conditions and rates as the expiring policy, until the later of



the expiration date or sixty days after the second notice is nailed or
delivered; such alternative renewal notice also shall advise the insured
of the availability of loss information pursuant to subsection (g) of
this section and, upon witten request, the insurer shall furnish such

l oss information within ten days consistent with the provisions of such
subsecti on.

(2) A nonrenewal notice as specified in subparagraph (A, a
conditional renewal notice as specified in subparagraph (B), and the
second notice described in subparagraph (C) of paragraph one of this
subsection shall contain the specific reason or reasons for nonrenewal
or conditional renewal, set forth the anount of any prem um i ncrease
(or, where such anmount cannot reasonably be determ ned as of the tine
the notice is provided, a reasonable estinate of the prem umincrease
based upon the information available to the insurer at that tine), and
describe in plain and concise terns the nature of any other proposed
changes specified in paragraph one of this subsection. The
superintendent shall by regul ation specify the perm ssible range of such
estimate (which shall not exceed five percent of the actual anount) and
t he perm ssible methods by which an insurer may satisfy the notice
requi renents of this section

(3) The notice required by paragraph one of this subsection shall be
mai |l ed or delivered at |east sixty, but not nore than one hundred
twenty, days in advance of the expiration date of the policy, except
that for an excess liability policy or a policy issued to a junbo ri sk,
the notice shall be mailed or delivered at least thirty, but not nore
t han one hundred twenty, days in advance of the expiration date of the
pol icy.

(4) Paragraphs one, two and three of this subsection shall not apply
when the naned insured, an agent or broker authorized by the nanmed
i nsured, or another insurer of the naned insured has mailed or delivered
witten notice that the policy has been replaced or is no |onger
desired.

(5 (A If the insurer enploys an alternative renewal notice as
aut hori zed by subparagraph (C) of paragraph one of this subsection, the
i nsurer shall provide coverage on the sane terns, conditions, and rates
as the expiring policy, until the later of the expiration date or sixty
days after the mailing or delivery of the second notice described in



such subparagraph, except to the extent that, prior thereto, the insured
has repl aced the coverage or elects to cancel, in which event such
cancel l ation shall be on a pro rata prem um basi s.

(B) In the event that a late conditional renewal notice or a late
nonrenewal notice is provided by the insurer prior to the expiration
date of the policy, coverage shall remain in effect, at the same terns
and conditions of the expiring policy and at the | ower of the current
rates or the prior period' s rates, until sixty days after such notice is
mai |l ed or delivered, except to the extent that, prior thereto, the
i nsured has replaced the coverage or elects to cancel, in which event
such cancel l ation shall be on a pro rata prem um basis; provided,
however, that if the insured elects to renew on the basis of the
condi tional renewal notice, then such terns, conditions and rates shal
govern the policy upon expiration of such sixty day period unless such
notice was provided at least thirty days prior to the expiration date of
the policy, in which event the terns, conditions and rates set forth in
the conditional renewal notice shall apply as of the renewal date.

(© (i) Inthe event that a late conditional renewal notice or a |late
nonrenewal notice is provided by the insurer on or after the expiration
date of the policy, coverage shall remain in effect on the sane terns
and conditions of the expiring policy for another required policy
period, and at the |ower of the current rates or the prior period's
rates unless the insured during the additional required policy period
has replaced the coverage or elects to cancel, in which event such
cancel l ation shall be on a pro rata prem um basi s.

(ii) Every notice namiled or delivered pursuant to this subsection
shal | advise the insured of the insured' s rights to coverage and the
duration thereof.

(6) Paragraph five of this subsection shall not create a new annual
aggregate liability limt (if any) for the covered policy, except that
t he annual aggregate |imt of the expiring policy shall be increased in
proportion to the policy extension pursuant to such paragraph five;
provi ded, however, that if the insured elects to accept the terns,
conditions and rates of the conditional renewal notice pursuant to
subpar agraph (B) of paragraph four of this subsection, a new annual
aggregate limtation (if any) shall becone effective as of the inception
date of the renewal, subject to regulations pronul gated by the



superi nt endent.

(7) Each insurer subject to this section shall adopt and inpl enent
reasonabl e standards and procedures to ensure conpliance with the
provi si ons of subparagraphs (A), (B) and (C) of paragraph one and
par agraphs two and three of this subsection. Each such insurer shal
maintain a witten or electronic record of any notice not in conpliance
Wi th such provisions. Such record shall indicate the expiration date of
the policy, the date notice should have been sent, the date when notice
was sent, the policy nunber, and the nane and address of the insured.
Such records shall be available for inspection upon request by the
superi nt endent.

(8) No insurer may issue bl anket or nass nonrenewal notices for any
mar ket, except upon submi ssion to the superintendent, at |east
forty-five days in advance of nmailing or delivery of such notices, of a
plan for orderly w thdrawal that describes the proposed nonrenewal s,
states the basis for such nonrenewals, and identifies any neasures such
insurer intends to take in order to mnimze market disruption.

(9) This subsection shall not apply to a hyper limts excess liability
policy except in regard to nonrenewal or to a policy of the type
speci fied in subparagraph (A, (B), or (E) of paragraph two of
subsection (d) of this section.

(f) I'f an insurer provides the notice described in paragraphs one, two
and three of subsection (e) of this section, and thereafter the insurer
extends the policy for ninety days or less, an additional notice of
nonrenewal is not required with respect to the extension.

(g) (1) Every notice mailed or delivered by an insurer pursuant to
this section shall advise the first-naned insured and such insured's
aut hori zed agent or broker of the availability of loss information
consi stent with paragraph two of this subsection.

(2) Upon witten request by the first-naned insured or such insured's
aut hori zed agent or broker, the insurer shall mil or deliver the
following | oss information covering a period of years specified by the
superintendent by regulation or the period of time coverage has been
provi ded by the insurer, whichever is less, within ten days of such
request:

(A) Information on closed clains, including date and description of
occurrence, and any paynents;



(B) Information on open clains, including date and description of
occurrence, and anounts of any paynents; and

(© Information on notice of any occurrences, including date and
description of occurrence.

(3) The insurer nay charge a reasonable fee as determ ned by the
superintendent only for such information provided upon request, but not
for such information (even in the absence of a request therefor)
required to be provided.

(4) For purposes of this subsection, the termfirst-nanmed insured
shall include an individual certificate hol der under a property/casualty
group policy with respect to such certificate holder's |oss infornmation.

(h) Every notice of cancellation issued pursuant to this section shal
speci fy the grounds for cancellation and shall contain where applicable
a reference to the pertinent paragraph or subparagraph of subsection (c)
of this section. Every notice of nonrenewal issued pursuant to this
section shall set forth or be acconpanied by the reason for nonrenewal,
and any such stated reason shall be valid and effective unless such
reason violates this chapter or any other state or federal |aw.

(i) No cancellation, conditional renewal or nonrenewal notice that
fails to include a provision required by this section shall be an
effective notice for purposes of this section.

(j) The provisions of subsection (e) of this section, regarding
conditional renewal shall apply to the master contract under a
property/ casualty group policy, but shall not apply to individual
certificate hol ders under such group policy.

(k) (1) Subject to the rights of an insurer to cancel a policy
pursuant to subsection (b) or (c) of this section, in the event that an
insurer term nates the contract or account of a |icensed agent or
broker, the insurer shall offer in regard to any policy witten through
such term nated agent or broker to continue each such policy with that
agent or broker for any remaining part of the required policy period.

(2) The term nated agent or broker shall be entitled to receive
commi ssions on all business continued pursuant to paragraph one of this
subsection at the commi ssion rate applicable to such agent or broker at
the time of term nation.

(3) This subsection shall not apply to an agent or broker: (A) who
exclusively represents one insurer or a group of insurers under comon



managenent; (B) whose |icense has been revoked by the superintendent; or
(C whose contract or account has been term nated due to the agent's or
broker's insol vency or gross m sconduct.

(1) (1) This section shall apply to any policy issued or issued for
delivery in this state covering risks with nulti-state |ocations, where
the insured is principally headquartered in this state or where the
policy provides that this section, as a matter of choice of law, is to
govern the policy in regard to such | ocations.

(2) This section shall not apply to policies issued pursuant to a plan
established under article fifty-three, fifty-four or fifty-five of this
chapter, surety policies, policies providing workers' conpensation or
enpl oyers' liability coverage, financial guaranty insurance, policies
provi di ng nortgage guaranty or credit insurance, policies principally
mari ne i nsurance as defined by paragraph twenty of subsection (a) of
section one thousand one hundred thirteen of this chapter, |egal
servi ces insurance, reinsurance contracts, policies witten on an excess
line basis, or policies subject to section three thousand four hundred
twenty-five of this chapter

(m Nothing in this section shall be construed to prohibit an insurer
fromproviding terns nore favorable to an insured or other party in
interest with regard to cancellation, nonrenewal or conditional renewal;
nor shall anything herein be construed to linmt the grounds for which an
insurer may lawfully rescind or suspend a policy or decline to pay a
cl ai munder a policy.

(n) (1) Except for subparagraphs (B) and (C) of paragraph five and
par agr aph seven of subsection (e), an insurer doing business in this
state which violates the provisions of subsection (e) with such
frequency as to indicate a general business practice shall be subject to
the penalties provided in paragraph two of this subsection.

(2) If it is found, after notice and an opportunity to be heard, that
an insurer has violated subsection (e) of this section, each instance of
nonconpl i ance with paragraph one of this subsection nmay be treated as a
separate violation of this section for purposes of ordering a penalty
pursuant to section one hundred nine of this chapter.

(o) The provisions of subsections (e) and (h) of this section shal
not apply to a policy the termof which expires during the period
commencing with the original effective date of this section and endi ng



on the sixtieth day after such effective date, provided, however, that
in the interimthe provisions of former sections three thousand four
hundred twenty-six and three thousand four hundred twenty-seven of this
article as in effect on the day preceding the original effective date of
this section shall apply, as if such sections were not repealed by a
chapter of the |laws of nineteen hundred eighty-six, but in the event any
such policy is at any tinme reexecuted, renewed, altered, nodified or
anended, such provisions shall apply to such policy.



