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Unfair Claims Settlement Practices Act

D. “Person” means a natural or artificial entity, including, but not limited to, individuals,
partnerships, associations, trusts or corporations;

E. “Policy” or “certificate” means a contract of insurance, indemnity, medical, health or hospital
service, or annuity issued. “Policy” or “certificate” for purposes of this Act, shall not mean
contracts of workers’ compensation, fidelity, suretyship or boiler and machinery insurance.

Drafting Note: The term “policy” is intended to cover the product issued by medical, health or hospital service plans and should be
changed to conform to the laws of each state.

The Federal Employee Retirement Income Security Act (ERISA) preempts certain entities and some activities of
those entities from the application of state laws. The purpose of these definitions is to include within this Act
and regulations issued pursuant to it, all entities and activities to the extent not preempted by ERISA.

Section 3. Unfair Claims Settlement Practices Prohibited

It is an improper claims practice for a domestic, foreign or alien insurer transacting business in this state to
commit an act defined in Section 4 of this Act if:

A It is committed flagrantly and in conscious disregard of this Act or any rules promulgated
hereunder; or

B. It has been committed with such frequency to indicate a general business practice to engage in
that type of conduct.
Section 4. Unfair Claims Practices Defined

Any of the following acts by an insurer, if committed in violation of Section 3, constitutes an unfair claims
practice:

A. Knowingly misrepresenting to claimants and insureds relevant facts or policy provisions relating
to coverages at issue;
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Attempting to settle or settling claims for less than the amount that a reasonable person would

believe the insured or beneficiary was entitled by reference to written or printed advertising
material accompanying or made part of an application;

Attempting to settle or settling claims on the basis of an application that was materially altered
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