
 

 

  

February 7, 2011 

Governor Cuomo Proposes More than Merger of Insurance 
and Banking Departments in New York 

Along with his proposed budget for the 2011-12 fiscal year, Governor Cuomo has released 
detailed legislation to merge the Insurance Department, Banking Department and Consumer 
Protection Board.  The bill would authorize the appointment of a Superintendent of Financial 
Regulation to replace the current heads of those three agencies and would transfer personnel 
and facilities to the new Department of Financial Regulation (DFR). All existing powers and 
functions of the Insurance Department would be acquired by the DFR.  Insurers would continue 
to pay assessments to fund the insurance regulatory functions of the new agency, but they 
would not be charged for the costs of regulating the banking industry. 

The Governor's bill would do more, however, than simply reorganize State government.  
Among the substantive changes that would affect insurers and other insurance licensees if the 
proposal became law are: 

 increasing dramatically, from $500 to $10,000, the maximum monetary penalty for any 
willful violation of the Insurance Law, or any regulation issued under it, for violations that 
do not carry a more specific penalty, except that the maximum penalty on  insurance 
producers would be $2,500; 

 authorizing the Superintendent to sue for restitution and damages from any person 
committing "financial fraud" broadly defined to include "any deceptive act or false 
advertising" involving a financial product or service, encompassing not only insurance and 
banking but also investments and derivatives; 

 allowing the Superintendent to issue a cease-and-desist order, after conducting a hearing, 
against any person or entity which acts as an insurance company or insurance producer 
without a license; 

 prescribing a specific penalty of $500 "per transaction" on any person or entity which aids 
an unlicensed insurer or which acts as an agent, broker, adjuster or insurance consultant 
without being duly licensed. 

The Legislature will certainly thoroughly examine the Governor's proposal, and the bill may 
well face strenuous opposition from small insurers and certain agent groups who are 
accustomed to the existing regulatory apparatus.  Also, legislators may well request evidence 
that merging the three agencies will actually produce significant cost savings.  We will continue 
to monitor the Governor's proposal. 
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Our client alerts are for general informational purposes and should not be regarded as legal advice. 
If you would like additional information or have any questions, please contact: 

 

Richard G. Liskov 
+1 (212) 408-5340 
rliskov@chadbourne.com   

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
About Chadbourne & Parke LLP 
Chadbourne & Parke LLP, an international law firm headquartered in New York City, provides a full range of legal services, including mergers and 
acquisitions, securities, project finance, private funds, corporate finance, venture capital and emerging companies, energy/renewable energy, 
communications and technology, commercial and products liability litigation, arbitration/IDR, securities litigation and regulatory enforcement, 
special investigations and litigation, intellectual property, antitrust, domestic and international tax, insurance and reinsurance, environmental, 
real estate, bankruptcy and financial restructuring, executive compensation and employee benefits, employment law and ERISA, trusts and 
estates and government contract matters. Major geographical areas of concentration include Russia, Central and Eastern Europe, the Middle East 
and Latin America. The Firm has offices in New York, Washington, D.C., Los Angeles, Mexico City, São Paulo, London, Moscow, Warsaw, Kyiv, 
Almaty, Dubai and Beijing. For additional information, visit: http://www.chadbourne.com/ 
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