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STATE OF NEW YORK

4093
2011- 2012 Regul ar Sessi ons
I N SENATE
March 17, 2011

Introduced by Sen. MARTINS -- read twi ce and ordered printed, and when
printed to be conmmitted to the Conmttee on |Insurance

AN ACT to anend the insurance law, in relation to qualified trusts and
qualified reserve credits; and providing for the repeal of such
provi si ons upon expiration thereof

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Subsection (d) of section 6901 of the insurance |aw, as
added by chapter 48 of the |laws of 1989, is anended to read as foll ows:

(d) "Aggregate net liability" means the aggregate anmount of insured
unpai d principal, interest and other nonetary paynents, if any, of guar-
antied obligations insured or assuned, |ess reinsurance ceded [and
| ess], collateral AND QUALI FI ED RESERVE CREDI TS.

S 2. Section 6901 of the insurance |law is anmended by adding two new
subsections (t) and (u) to read as foll ows:

(T) "QUALIFIED TRUST" MEANS A TRUST THAT IS ENGAGED OR ORGANI ZED TO
ENGAGE EXCLUSI VELY IN THE ACQUI SITION AND MANAGEMENT OF | NVESTMENTS
AVAI LABLE FI RST FOR THE PAYMENT OF LOSSES AND CLAI M5 OF A SI NGLE FI NAN-
Cl AL GUARANTY | NSURANCE CORPORATI ON.

(U "QUALI FI ED RESERVE CREDI T* MEANS, W TH RESPECT TO | NVESTMENTS |IN
VH CH THE |INTERESTS OF THE QUALIFIED TRUST ARE LIM TED TO RI GHTS TO
PRI NCl PAL, | NTEREST OR OTHER PAYMENTS FROM SUCH | NVESTMENTS, THE PRESENT
VALUE OF AMOUNTS RECEI VABLE BY THE QUALIFIED TRUST FROM | NVESTMENTS
G VEN A DESIGNATION OF ONE BY THE SECURI TI ES VALUATI ON OFFI CE OF THE
NATI ONAL ASSCCI ATI ON OF | NSURANCE COWM SSI ONERS

S 3. Section 6902 of the insurance |aw is anmended by adding three new
subsections (c), (d) and (e) to read as foll ows:

(© |IN DETERM NING THE FI NANCI AL CONDI TI ON OF A DOVESTI C OR FOREI GN
FI NANCI AL GUARANTY | NSURANCE CORPORATI ON FOR THE PURPCSES OF THI' S CHAP-
TER, IN ADDI TION TO THE ASSETS SET FORTH I N SECTI ON ONE THOUSAND THREE
HUNDRED ONE OF THI S CHAPTER, THERE SHALL BE ALLOAED AS AN ADM TTED ASSET

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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OF SUCH FI NANCI AL GUARANTY | NSURANCE CORPORATION THE NET EQUITY OF A
QUALI FI ED TRUST. THE ASSETS OF SUCH QUALI FI ED TRUST CONSI DERED | N DETER-
MNNG ITS NET EQU TY SHALL BE LIM TED TO CASH, | NCLUDI NG LEGAL TENDER
OR THE EQUI VALENT I N ANY OFFI CE OF SUCH COVPANY OR I N TRANSIT UNDER I TS
CONTROL AND THE TRUE BALANCE OF ANY DEPCSIT IN A SOLVENT BANK, TRUST
COVMPANY OR THRI FT | NSTI TUTI ON, AND OBLI GATI ONS VWH CH ARE NOT | N DEFAULT
AS TO PRI NCI PAL OR | NTEREST, VWH CH ARE VALI D AND LEGALLY AUTHORI ZED, AND
VWH CH ARE | SSUED, ASSUMED, GUARANTEED OR | NSURED BY THE UNI TED STATES OR
BY ANY AGENCY OR | NSTRUMENTALI TY THERECF. THE RI GHTS AND OBLI GATI ONS OF
THE FI NANCI AL GUARANTY | NSURANCE CORPORATI ON W TH RESPECT TO A QUALI FY-
I NG TRUST SHALL BE DETERM NED BY THE TERMS AND CONDI TIONS OF THE QUALI -
FYI NG TRUST, PROVI DED HOAEVER THAT THE RI GHTS OF ALL OTHER PARTI ES SHALL
BE SUBORDI NATE TO THE RI GHTS OF SUCH FI NANCI AL GUARANTY | NSURANCE CCRPG-
RATI ON. THE FI NANCI AL GUARANTY | NSURANCE CORPCORATI ON SHALL ESTABLI SH THE
TERMS AND CONDI TI ONS OF THE QUALI FYI NG TRUST, WH CH SHALL | NCLUDE, W TH-
QUT LIMTATION, THE REQU REMENT THAT THE TRUSTEE' S AUTHORI TY TO | NVEST
AND ACCEPT SUBSTI TUTI ONS THEREOF SHALL BE SUBJECT TO THE PRI OR APPROVAL
OF SUCH FINANCI AL GUARANTY | NSURANCE CORPORATI ON UNLESS THE TRUST
I NSTRUMENT OR AGREEMENT OF THE QUALI FYI NG TRUST SETS FORTH THE | NVEST-
MENTS ACCEPTABLE TO SUCH FI NANCI AL GUARANTY | NSURANCE CORPORATI ON. THE
TERMS AND CONDI TI ONS OF A QUALI FYI NG TRUST FORMED BY A DOMESTI C  FI NAN-
Cl AL GUARANTY | NSURANCE CORPORATI ON AND ANY AMENDMVENT THERETO SHALL BE
SUBJECT TO THE SUPERI NTENDENT' S APPROVAL. NO PAYMENT | N COVPLI ANCE W TH
THE TERMS AND CONDI TI ONS OF A QUALI FYI NG TRUST SHALL BE SUBJECT TO, OR
| NCLUDED | N CONNECTI ON W TH THE APPLI CATI ON OF, SECTION FOUR THOUSAND
ONE HUNDRED FI VE OF THI S CHAPTER. SECTI ON ONE THOUSAND FOUR HUNDRED NI NE
O TH'S CHAPTER SHALL NOT APPLY TO QUALI FYI NG TRUSTS OR A FI NANCI AL
GUARANTY | NSURANCE CORPORATI ON' S | NTEREST I N A QUALI FI ED TRUST.

(D) I'F THE REQUI REMENTS OF SECTI ON ONE THOUSAND FOUR HUNDRED TWO OF
THI'S CHAPTER AND PARAGRAPH ONE OF SUBSECTION (B) OF THI S SECTI ON ARE
MET, A FINANCI AL GUARANTY | NSURANCE CORPORATI ON, MAY, EXCEPT AS SET
FORTH BELOW INVEST |TS FUNDS IN, OR OTHERW SE ACQUI RE, OR LOAN UPQCN,
ONLY THE TYPES OF | NVESTMENTS SPECI FIED IN SECTION ONE THOUSAND FOUR
HUNDRED TWO OF THI S CHAPTER, SECTI ON ONE THOUSAND FOUR HUNDRED THREE OF
THI' S CHAPTER AND SUBSECTI ON (A) OF SECTION ONE THOUSAND FOUR HUNDRED
FOUR OF THI S CHAPTER ( EXCEPT PARAGRAPHS EI GHT AND TEN OF SUBSECTI ON ( A)
OF SUCH SECTI ON); PROVI DED THAT ANY SUCH CORPORATI ON MAY ALSO I NVEST I TS
FUNDS I N, OR OTHERW SE ACQUI RE OR LOAN UPON | NVESTMENTS PERM TTED UNDER
SECTIONS ONE THOUSAND FOUR HUNDRED SEVEN OF THI S CHAPTER (1 NCLUDI NG
I NVESTMENTS OF THE CLASSES DESCRI BED IN PARAGRAPHS EIGHT AND TEN OF
SUBSECTI ON (A) OF SECTI ON ONE THOUSAND FOUR HUNDRED FOUR OF THI S CHAP-
TER), SECTI ON ONE THOUSAND FOUR HUNDRED ElI GHT OF THI S CHAPTER AND ARTI -
CLE SIXTEEN OF TH S CHAPTER, SO LONG AS I T MAI NTAI NS CASH, | NVESTMENTS
REQUI RED BY SECTI ON ONE THOUSAND FOUR HUNDRED TWO OF THI'S CHAPTER OR
PARAGRAPH THREE OF SUBSECTION (B) OF THI S SECTI ON, RESERVE | NVESTMENTS
UNDER SUBSECTI ON (A) OF SECTI ON ONE THOUSAND FOUR HUNDRED FOUR OF THI S
CHAPTER AND [INTERESTS IN A QUALIFIED TRUST, FREE FROM ANY LIEN OR
PLEDGE, VWH CH, WHEN VALUED | N ACCORDANCE WTH THE PROVISIONS OF TH S
CHAPTER, SHALL AT LEAST EQUAL FI FTY PERCENT OF THE AGGREGATE AMOUNT OF
| TS UNEARNED PREM UM LOSS AND LCSS ADJUSTMENT EXPENSE RESERVES AS SHOMW
BY I TS LAST SWORN STATEMENT, ANNUAL OR QUARTERLY, ON FILE WTH THE
SUPERI NTENDENT. | F A FI NANCI AL GUARANTY | NSURANCE CORPORATI ON NMAI NTAI NS
CASH, | NVESTMENTS REQUI RED BY SECTI ON ONE THOUSAND FOUR HUNDRED TWO OF
TH'S ARTICLE OR PARAGRAPH THREE OF SUBSECTION (B) OF THI S SECTI ON,
RESERVE | NVESTMENTS UNDER SUBSECTI ON (A) OF SECTION ONE THOUSAND FOUR
HUNDRED FOUR OF TH S CHAPTER AND | NTERESTS IN A QUALI FI ED TRUST, FREE
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FROM ANY LI EN OR PLEDGE, WHICH, WHEN VALUED |IN ACCORDANCE WTH THE
PROVI SIONS OF THI S CHAPTER, SHALL AT LEAST EQUAL THE AGGREGATE OF SEVEN-
TY PERCENT OF |TS LOSS AND LOSS ADJUSTMENT EXPENSE RESERVES AND FI FTY
PERCENT OF |ITS UNEARNED PREM UM RESERVES AS SHOMN BY | TS LAST SWWORN
STATEMENT, ANNUAL OR QUARTERLY, ON FILE WTH THE SUPERI NTENDENT, THEN
SUCH CORPORATION MAY | N ADDI TI ON ENTER | NTO THE TYPES OF TRANSACTI ONS
SET FORTH I N SECTI ON ONE THOUSAND FOUR HUNDRED TEN OF TH'S CHAPTER,
SUBJECT TO THE LI M TATI ONS SET FORTH I N SUCH SECTI ON. THE TERM "LI EN OR
PLEDGE" AS USED IN THI S SUBSECTI ON SHALL NOT | NCLUDE ANY DEPCSIT OF
SECURITIES OR CASH WTH ANY GOVERNMENT, NOR TRUSTED ASSETS, HELD IN
TRUST FOR THE BENEFI T OR PROTECTI ON OF ALL OR ANY CLASS OF THE POLI CY-
HOLDERS, OR POLI CYHOLDERS AND CREDI TORS, OF SUCH CORPCRATI ON

(E) FOR PURPCSES OF DETERM NING QUALIFIED RESERVE CREDI TS, THE
DI SCOUNT RATE USED TO DETERM NE PRESENT VALUE SHALL BE THE AVERAGE RATE
OF RETURN ON THE ADM TTED ASSETS OF THE FI NANCI AL GUARANTY | NSURANCE
CORPORATI ON AS OF THE DATE OF THE COWPUTATI ON OF THE APPLI CABLE RESERVE
UNDER THI' S CHAPTER  THE DI SCOUNT RATE SHALL BE ADJUSTED AT THE END OF
EACH CALENDAR YEAR

S 4. Paragraph 5 of subsection (a) of section 6903 of the insurance
law, as anended by chapter 605 of the |aws of 2004, is anended to read
as foll ows:

(5) Contingency reserves required in paragraphs two, three and four of
this subsection may be established and namintained net of collatera
[and], reinsurance AND QUALI FI ED RESERVE CREDI TS, provided that, in the
case of reinsurance, the reinsurance agreenent requires that the
reinsurer shall, on or after the effective date of the reinsurance,
establish and naintain a reserve in an anount equal to the anount by
which the insurer reduces its contingency reserve, and contingency
reserves required in paragraphs three and four of this subsection nay be
mai ntai ned (A) net of refundings and refinancings to the extent the
refunded or refinanced issue is paid off or secured by obligations which
are directly payable or guarantied by the United States governnment and
(B) net of insured securities in a unit investnent trust or nutual fund
t hat have been sold fromthe trust or fund w thout insurance.

S 5. This act shall take effect inmediately and shall expire and be
deened repealed 5 years after such date.



