
  

 

 
 

Insurance producer reporting requirements: 
termination of business relationship with another 
producer 
Resource kit 31350 

By Ellen D. Kiehl, Ph.D., CAE 

On Oct. 21, 2003, Gov. Pataki signed into law S.5729. The bill had been in the works for over two years, 
making New York one of the last states to enact model producer licensing. You can view the text at 
http://assembly.state.ny.us/leg/?bn=S05729&sh=t. 

New reporting requirements effective Oct. 21. One major change made by the new law, effective 
immediately on signature, is that producers now have new reporting requirements. 

Formerly, only insurance companies have had reporting requirements when they terminate business 
relationships. Insurers terminating the appointment of an insurance agent have been required to report to the 
Insurance Department "the facts relative to such termination and the cause thereof." 

The new law requires not only companies but other licensees (including agents and brokers) to make such 
reports whenever they terminate "for cause" an appointment or other type of contract or business relationship 
with, or the employment of, any insurance producer. 

Reports of agent termination. Prior existing law [Section 2112(d)] required insurers to report "upon 
termination of the certificate of appointment of any insurance agent licensed in this state, forthwith file with the 
superintendent a statement . . . of the facts relative to such termination and the cause thereof." Insurers are still 
required to report termination of agents' appointments. However, they no longer are required to state the reasons 
for termination unless the termination is "for cause." 

New York's Insurance Department has moved the agency appointment and appointment termination reporting 
process to an electronic environment. The electronic reporting form no longer requires reasons to be entered 
unless the insurer specifies that the agent is being terminated "for cause." This keeps insurer comments that 
might be negative, but do not involve factors that could lead to disciplinary action, out of the producer 
appointment records the department collects and shares through the National Insurance Producer Registry 
(NIPR). 

The NIPR is an information network that links state insurance regulators and insurers and facilitates electronic 
exchange of producer information. It allows regulators to exchange license application, license renewal, 
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appointment and termination information. For information on NIPR and the Producer Database, see: 
http://www.licenseregistry.com/. 

Termination "for cause" of producer/producer relationships. Producers now are required to make reports to 
the Insurance Department whenever they terminate "for cause" any employment of a producer, or any contract 
or other insurance business relationship with any insurance producer. (These reports are not made electronically 
and are not part of the NIPR/Producer Database system.) [Section 2112(d)] 

Who is a "producer"? S.5729 newly introduces the term "producer" into New York's licensing laws. It 
becomes an umbrella term that includes an insurance agent, broker, reinsurance intermediary, excess line broker 
or other person requiring licensure. 

What does "for cause" mean? A termination is regarded as occurring "for cause" when it is based on one or 
more of the activities described in Section 2110(a). The list of activities found in Section 2110(a) also are the 
grounds on which a license can be revoked or suspended. Revocation or suspension actions can be taken against 
an insurance producer, consultant or adjuster, after notice and hearing. 

The prior Section 2110(a) set forth broad, relatively vague grounds for revocation or suspension, including: 
violation of any provision of insurance law; material misstatements in applying for a license; fraudulent or 
dishonest practices; or a demonstration of incompetence or untrustworthiness in a professional capacity. 

Grounds for revocation/suspension. The new law substitutes more specific language. A license can be 
revoked or suspended if the producer has: 

• violated insurance law, or any regulation, subpoena or order of any state insurance regulator or any other 
law in the course of acting in a professional capacity; 

• provided materially incorrect, misleading, incomplete or untrue information in a license application; 
• used fraudulent, coercive or dishonest practices; 
• demonstrated incompetence or untrustworthiness; 
• improperly withheld, misappropriated or converted any monies or properties received in the course of 

business; 
• intentionally misrepresented the term of an insurance policy or application; 
• been convicted of a felony; 
• admitted or been found to have committed any insurance unfair trade practice or fraud; 
• had a producer license denied, suspended or revoked in any other jurisdiction; 
• forged another's name to an application or any other document related to an insurance transaction; 
• cheated on an insurance licensing exam; 
• knowingly accepted business from an unlicensed individual; 
• failed to comply with an order imposing a child support obligation; or 
• failed to pay state income tax. 

[Section 2110(a)] 

Reports due within 30 days. Upon initiating any termination that occurs "for cause," a producer (or its 
authorized representative) must, within 30 days of such termination, file with the superintendent a statement of 
the facts relative to such termination "for cause." [Section 2112(d)] 

Again, this reporting requirement applies to termination "for cause" of: 
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• an insurance agent's appointment; 
• a producer's employment; 
• a contract with a producer; or 
• any other insurance business relationship with an insurance producer. 

Note that the concept of "insurance business relationship" is very broad and could extend to a multitude of 
situations. 

Letters OK for reports. PIANY has checked with the Insurance Department to see if any special forms have 
been created to make such "for cause" reports. PIANY was told that, for the foreseeable future, such reports 
should be made by ordinary letter. 

Reports should be sent to: 

Licensing/Consumer Services Bureaus 
State of New York Insurance Department 
One Commerce Plaza 
99 Washington Ave. 
Albany, NY 12257 

Copy of statements must be provided to the terminated producer. A producer that has terminated a 
producer's employment, a contract or other business relationship with a producer "for cause," must, within 15 
days of notifying the superintendent, provide a copy of the statement filed with the superintendent to the 
insurance producer. The statement must be provided at the producer's last known address, by certified mail, 
return-receipt requested, postage prepaid or by overnight delivery. [Section 2112(d)] 

Filing copies of additional information. The terminating party must promptly notify the superintendent if, 
upon further review or investigation, additional information comes to light that would have been reportable to 
the superintendent had its existence been known at the time of termination. [Section 2112(e)] 

Terminated producers get copies of additional information, too. Within 15 days of notifying the 
superintendent of any additional information that comes to light, the insurer or producer must mail a copy of the 
notification to the insurance producer. The mailing must be made to the producer's last known address by 
certified mail, return-receipt requested, postage prepaid or by overnight delivery. [Section 2112(f)(1)] 

Terminated producer's opportunity to respond (within 30 days). An insurance producer who has received 
copies of any original or additional statements regarding the producer's termination may file written comments 
concerning the substance of the notification that went to the superintendent. [Section 2112(f)(2)] 

Confidentiality, immunity. The new law provides confidentiality for documents or other information provided 
to the Insurance Department in connection with such terminations and any resulting investigations. It also grants 
limited immunity from civil suits arising from the reports. Information on these aspects of the law is contained 
in QuickSource document No. 31349, which analyzes the entire set of producer licensing law changes made by 
S.5729. 12/03 

PIA—your best source of information 

 

 



  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

With respect to all information found in this communication, PIA of Florida and its directors, officers, members, or employees make no warranty, express or implied, or 
assume any legal liability or responsibility for the accuracy, completeness, or usefulness of any information contained therein. PIA of Florida does not warrant that the 
information or services will meet any specific requirements; nor will it be error-free or uninterrupted; nor shall PIA of Florida be liable for any indirect, incidental, or 
consequential damages sustained or incurred in connection with the use of information in this communication. Under no circumstances will PIA of Florida be liable for 
any loss or damage caused by anyone's reliance on information contained in this communication. 1-05 

 

 


