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STATE OF NEW YORK

7807--A
2013- 2014 Regul ar Sessi ons
I N ASSEMBLY
June 4, 2013

Introduced by M of A CAHLL -- (at request of the Departnment of Finan-

cial Services) -- read once and referred to the Commttee on |Insurance
-- reported and referred to the Conmittee on Codes -- comittee
di scharged, bill anended, ordered reprinted as anmended and reconmmtted

to said conm ttee

AN ACT to anend the insurance law, in relation to enhancing regulatory
ef ficiency and efficacy

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

Section 1. Subsection (a) of section 110 of the insurance law, as
added by chapter 687 of the |aws of 2003, paragraph 1 as anended by
chapter 245 of the laws of 2004, is amended to read as foll ows:

(a) In order to assist in the performance of the superintendent's
duties under this chapter, the superintendent:

(1) my share docunents, nmaterials or other information, including
[the] confidential and privileged docunents, nmaterials or infornmation
with other state, federal, and international regulatory agencies, wth
the National Association of Insurance Conmi ssioners, its affiliates or
subsidiaries, and with state, federal, and international |aw enforcenent
authorities, |NCLUDING MEMBERS OF ANY SUPERVI SORY COLLEGE DESCRI BED I N
SECTI ON THREE HUNDRED TWD OF THI S CHAPTER, provided that the recipient
has the authority and agrees to naintain the confidentiality and privi-
| eged status of the docunent, material or other information; provided,
however, that this paragraph shall not be construed as limting access
to records pursuant to article six of the public officers |aw,

(2) may receive docunents, materials or information, including other-
wi se confidential and privileged docunents, materials or infornmation,
fromthe National Association of Insurance Conmi ssioners, its affiliates
or subsidiaries and fromregulatory and |law enforcenent officials of
ot her foreign or donmestic jurisdictions, |NCLUDING VEMBERS OF ANY SUPER-
VI SORY COLLEGE DESCRIBED I N SECTI ON THREE HUNDRED TWO OF THI S CHAPTER

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
LBD09114- 07- 3
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and shall maintain as confidential or privileged any docunent, nateri al
or information received wth notice or the understanding that it is
confidential or privileged under the laws of the jurisdiction that s
t he source of the docunent, material or information; AND

(3) my enter into agreenents governing sharing and use of docunents,
materials or information consistent with this subsection.

S 2. The insurance law is anended by adding a new section 302 to read
as foll ows:

S 302. SUPERVI SORY COLLEGES. (A) THE SUPERI NTENDENT MAY PARTI Cl PATE I N
A SUPERVI SORY COLLEGE | N ORDER TO DETERM NE COWPLI ANCE W TH THI S CHAPTER
WTH RESPECT TO AN |INSURER THAT IS REG STERED UNDER ARTI CLE FI FTEEN,
S| XTEEN, OR SEVENTEEN OF THI S CHAPTER AND HAS | NTERNATI ONAL OPERATI ONS.
THE POWNERS OF THE SUPERI NTENDENT W TH RESPECT TO SUPERVI SORY COLLEGES
| NCLUDE:

(1) INITIATI NG THE ESTABLI SHVENT OF A SUPERVI SORY COLLEGE;

(2) CLARIFYI NG THE MEMBERSH P AND PARTI Cl PATION OF OTHER SUPERVI SORS
I N THE SUPERVI SORY COLLEGE;

(3) CLARIFYING THE FUNCTI ONS OF THE SUPERVI SORY COLLEGE AND THE ROLE
OF OTHER REGULATORS, | NCLUDI NG THE ESTABLI SHVENT OF A GROUP- W DE SUPER-
VI SOR;

(4) COORDI NATING THE ONGO NG ACTIVITIES OF THE SUPERVI SORY COLLEGE,
| NCLUDI NG PLANNI NG MEETI NGS, SUPERVI SORY ACTI VI TIES, AND PROCESSES FOR
| NFORVMATI ON SHARI NG, AND

(5) ESTABLI SHING A CRI SI' S MANAGEMENT PLAN.

(B) EACH | NSURER REG STERED UNDER ARTI CLE FI FTEEN, SI XTEEN, OR SEVEN-
TEEN OF THI S CHAPTER THAT | S SUBJECT TO A SUPERVI SORY COLLEGE SHALL BE
LI ABLE FOR AND SHALL PAY THE REASONABLE EXPENSES OF THE SUPERI NTENDENT' S
PARTI CIl PATION IN A SUPERVI SORY COLLEGE, | NCLUDI NG REASONABLE TRAVEL
EXPENSES. A SUPERVI SORY COLLEGE MAY BE CONVENED AS El THER A TEMPORARY OR
PERVANENT FORUM FOR THE COVMUNI CATI ON AND COOPERATI ON BETWEEN THE REGU
LATORS CHARGED W TH THE SUPERVI SI ON OF THE | NSURER OR | TS PARENT, AFFIL-
| ATES, OR SUBSIDH AR ES. THE SUPERI NTENDENT MAY ESTABLI SH A REGULAR
ASSESSMENT TO THE | NSURER FOR THE PAYMENT OF THESE EXPENSES.

(© IN ORDER TO ASSESS THE BUSI NESS STRATEGY, FINANCI AL PGCSI TI ON,
LEGAL AND REGULATORY POSI TI ON, RI SK EXPOSURE, RI SK MANAGEMENT AND GOVER-
NANCE PROCESSES, AND AS PART OF THE EXAM NATI ON OF | NDI VI DUAL | NSURERS,
THE SUPERI NTENDENT MAY PARTI Cl PATE | N A SUPERVI SORY COLLEGE W TH OTHER
REGULATORS CHARGED W TH SUPERVI SI ON OF THE | NSURER OR | TS PARENT, AFFIL-
| ATES, OR SUBSID AR ES, |NCLUDING OTHER STATE, FEDERAL, AND | NTERNA-
TI ONAL REGULATORY AGENCI ES. THE SUPERI NTENDENT MAY ENTER | NTO AGREEMENTS
PURSUANT TO SECTI ON ONE HUNDRED TEN OF THI S CHAPTER PROVI DI NG THE BASIS
FOR COOPERATI ON BETWEEN THE SUPERI NTENDENT AND OTHER REGULATORY AGENCI ES
AND FOR THE ACTIVITIES OF THE SUPERVI SORY COLLEGE. NOTHI NG IN THI S
SECTI ON SHALL DELEGATE TO THE SUPERVI SORY COLLEGE THE SUPERI NTENDENT' S
AUTHORI TY TO REGULATE OR SUPERVI SE THE | NSURER OR | TS PARENT, AFFIL-
| ATES, OR SUBSI DI ARIES W THI N THE SUPERI NTENDENT' S JURI SDI CTI ON.

S 3. Subsection (a) of section 1501 of the insurance |aw is anended by
addi ng a new paragraph 7 to read as foll ows:

(7) "ENTERPRI SE RI SK" MEANS ANY ACTIVITY, C RCUMSTANCE, EVENT, OR
SERI ES OF EVENTS | NVOLVI NG THE HOLDI NG COVPANY SYSTEM THAT, | F NOT REME-
DIED PROWTLY, IS LIKELY TO HAVE A MATERI AL ADVERSE EFFECT UPON THE
FI NANCI AL CONDI TION OR LIQUIDITY OF THE I NSURER OR I TS HOLDI NG COVPANY
SYSTEM I NCLUDI NG ANYTHI NG THAT WOULD CAUSE THE | NSURER S RI SK- BASED
CAPI TAL TO FALL | NTO COVPANY ACTI ON LEVEL AS SET FORTH IN SECTION ONE
THOUSAND THREE HUNDRED TVENTY- TWO OR ONE THOUSAND THREE HUNDRED TWENTY-
FOUR OF THI S CHAPTER, OR THAT WOULD CAUSE FURTHER TRANSACTION OF BUSI -
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NESS TO BE HAZARDOUS TO THE | NSURER S POLI CYHOLDERS OR CREDI TORS OR THE
PUBLI C

S 4. Section 1503 of the insurance law is anended to read as foll ows:

S 1503. Registration. (a) Every person who becones a controlled insur-
er shall, within thirty days thereafter register with the superintendent
and [such] SHALL AMEND THE registration [shall be anended] within thirty
days follow ng any change in the identity of its holding conpany OR ANY
OTHER MATERI AL CHANGE TO THE | NFORMVATI ON PROVIDED IN THE REG STRATI ON
THE REG STRATI ON SHALL BE | N SUCH FORM AND SHALL CONTAI N SUCH MATTERS AS
THE SUPERI NTENDENT PRESCRI BES. The superi ntendent may grant reasonable
extensions of the tine to register.

(b) [Every registrant shall furnish the superintendent wth the
follow ng informati on concerning its hol di ng conpany:

(1) a copy of its charter or articles of incorporation and by-I| aws;

(2) the identities of its principal shareholders, officers, directors
and controll ed persons; and

(3) information as to its capital structure and financial condition,
and a description of its principal business activities.] A HOLDI NG
COVPANY THAT DI RECTLY OR | NDI RECTLY CONTROLS AN | NSURER SHALL ADOPT A
FORMAL ENTERPRI SE RI SK MANAGEMENT FUNCTI ON AND SHALL FI LE AN ENTERPRI SE
Rl SK REPORT W TH THE SUPERI NTENDENT BY APRI L THI RTI ETH OF EACH YEAR. THE
REPORT SHALL, TO THE BEST OF THE HOLDI NG COVPANY' S KNOALEDGE AND BELI EF
| DENTI FY THE MATERI AL RI SKS W THI N THE HOLDI NG COMPANY SYSTEM THAT COULD
POSE ENTERPRI SE Rl SK TO THE | NSURER

S 5. Section 1504 of the insurance law is anended to read as foll ows:

S 1504. Reporting; exam nation; publication. (a) (1) Every controlled
insurer shall file with the superintendent such reports or material as
[ he] THE SUPERI NTENDENT may direct for the purpose of disclosing infor-
mation concerning the operations of persons within the hol di ng conpany
system [which] THAT may materially affect the operati ons, nanagenent or
financial condition of the insurer.

(2) TO DETERM NE COWVPLI ANCE WTH THI' S ARTI CLE, THE SUPERI NTENDENT MAY
ORDER ANY CONTROLLED | NSURER TO PRODUCE | NFORMATI ON NOT I N THE | NSURER S
POSSESSI ON | F THE | NSURER CAN OBTAI N ACCESS TO THE | NFORMVATI ON  PURSUANT
TO CONTRACTUAL RELATI ONSHI PS, STATUTORY OBLI GATI ONS, OR OTHER METHOD. I N
THE EVENT THE |NSURER CANNOT OBTAI N THE | NFORMATI ON REQUESTED BY THE
SUPERI NTENDENT, THE | NSURER SHALL PROVI DE THE SUPERI NTENDENT A DETAI LED
EXPLANATI ON OF THE REASON THAT THE | NSURER CANNOT OBTAI N THE | NFORVATI ON
AND THE |IDENTITY OF THE HOLDER OF | NFORMATI ON. WHENEVER | T APPEARS TO
THE SUPERI NTENDENT THAT THE DETAI LED EXPLANATION IS WTHOUT MERIT, |IN
ADDI TI ON TO ANY OTHER PENALTY PROVI DED BY LAW THE SUPERI NTENDENT, AFTER
NOTICE AND AN OPPORTUNITY TO BE HEARD, MAY LEVY A PENALTY AGAI NST THE
| NSURER NOT TO EXCEED FI VE HUNDRED DOLLARS PER DAY FOR EACH DAY BEYOND
THE DATE SPECI FI ED BY THE SUPERI NTENDENT FOR RESPONSE

(b) Every hol ding conpany and every controlled person within a hol ding
conpany system shall be subject to exam nation by order of the super-
intendent if [he] THE SUPERI NTENDENT has cause to believe that the oper-
ations of such persons may naterially affect the operations, mnanagenent
or financial condition of any controlled insurer within the system
| NCLUDI NG BY POSI NG ENTERPRI SE RI SK TO THE | NSURER, and that [he] THE
SUPERI NTENDENT is wunable to obtain relevant information from such
controlled insurer. The grounds relied upon by the superintendent for
such exam nation shall be stated in [his] THE SUPERI NTENDENT' S or der.
Such exam nation shall be confined to natters specified in the order.
The cost of such exanmination shall be assessed agai nst the person exam
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ined and no portion thereof shall thereafter be reinbursed to it direct-
ly or indirectly by the controlled insurer.

(c) The superintendent shall keep the contents of each report nade
pursuant to this article and any information obtained in connection
therewith confidential and shall not make the same public wthout the
prior witten consent of the controlled insurer to which it pertains
unl ess the superintendent after notice and an opportunity to be heard,
shall determne that the interests of policyholders, sharehol ders or the
public will be served by the publication thereof. In any action or
proceeding by the superintendent against the person exam ned or any
ot her person within the same hol di ng conpany system a report of such
exam nation published by [him THE SUPERI NTENDENT shall be adm ssible as
evi dence of the facts stated therein.

S 6. Subsection (d) of section 1505 of the insurance |law is anmended to
read as follows:

(d) The follow ng transactions between a donestic controlled insurer
and any person in its holding conpany systemmy not be entered into
unless the insurer has notified the superintendent in witing of its
intention to enter into any such transaction at least thirty days prior
thereto, OR WTH REGARD TO RElI NSURANCE TREATI ES OR AGREEMENTS AT LEAST
FORTY- FI VE DAYS PRI OR THERETO or such shorter period as [he] THE SUPER-
| NTENDENT may permit, and [ he] THE SUPERI NTENDENT has not di sapproved it
wi thin such peri od:

(1) sal es, purchases, exchanges, |oans or extensions of «credit, or
investments[,] involving [nore than one-half of one percent but] |ess
than five percent of the insurer's admtted assets at |ast year-end,
PROVI DED THE TRANSACTI ONS ARE EQUAL TO OR EXCEED

(A) THE LESSER OF THREE PERCENT OF THE | NSURER S ADM TTED ASSETS OR
TVENTY- FI VE PERCENT OF CAPI TAL AND SURPLUS AT LAST YEAR- END, W TH REGARD
TO AN ACCI DENT AND HEALTH | NSURANCE COMPANY OR A CORPORATI ON SUBJECT TO
ARTI CLE FORTY- THREE OF THI S CHAPTER

(B) THREE PERCENT OF THE | NSURER S ADM TTED ASSETS AT LAST YEAR- END
W TH REGARD TO A LI FE | NSURANCE COVPANY; OR

(© THE LESSER OF THREE PERCENT OF THE INSURER S ADM TTED ASSETS OR
TVENTY- FI VE PERCENT OF SURPLUS TO POLI CYHOLDERS AT LAST YEAR-END, W TH
REGARD TO AN | NSURER OTHER THAN AS SPECI FI ED I N SUBPARAGRAPHS (A) AND
(B) OF TH S PARAGRAPH

(2) reinsurance treaties or agreenents;

(3) rendering of services on a regular or systematic basis; or

(4) any material transaction, specified by regulation, [which] THAT
t he superintendent determ nes nay adversely affect the interests of the
i nsurer's policyhol ders or sharehol ders.

Not hing herein contained shall be deenmed to authorize or permt any
transaction [which] THAT, in the case of a non-controlled insurer, would
be otherw se contrary to | aw.

S 7. Subsection (a) of section 1506 of the insurance law is anmended to
read as foll ows:

(a) No person, other than an authorized insurer, shall acquire contro
of any donestic insurer, whether by purchase of its securities or other-
wi se, unl ess:

(1) it gives twenty [days'] DAYS witten notice to the insurer, or
such shorter period of notice as the superintendent permts, of its
intention to acquire control, PROVIDED THAT THE NOTI CE SHALL | NCLUDE AN
AGREEMENT BY THE PERSON SEEKI NG TO ACQUI RE CONTROL THAT THE PERSON W LL
PROVI DE THE ANNUAL REPORT SPECI FI ED I N SECTI ON ONE THOUSAND FI VE HUNDRED
THREE OF THI S ARTI CLE FOR SO LONG AS CONTROL EXI STS; and
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(2) it receives the superintendent's prior approval.

S 8. Section 1506 of the insurance |aw is amended by addi ng a new
subsection (f) to read as foll ows:

(F) ANY HOLDI NG COVPANY SEEKI NG TO DI VEST | TS CONTROLLI NG | NTEREST I N
A DOVESTIC |INSURER, | N ANY MANNER, SHALL FILE W TH THE SUPERI NTENDENT
W TH A COPY TO THE | NSURER, NOTI CE OF | TS PROPCSED DI VESTI TURE AT LEAST
THI RTY DAYS PRI OR TO THE CESSATI ON OF CONTROL.

S 9. Section 1510 of the insurance |aw is amended by addi ng a new
subsection (d) to read as foll ows:

(D) WHENEVER | T APPEARS TO THE SUPERI NTENDENT THAT ANY PERSON HAS
COW TTED A VI OLATI ON OF SECTI ON ONE THOUSAND FI VE HUNDRED SI X OF THI' S
ARTI CLE THAT PREVENTS THE FULL UNDERSTANDI NG OF THE ENTERPRISE Rl SK
POSED TO THE |NSURER BY THE HOLDI NG COVPANY SYSTEM THE VI OLATI ON MAY
SERVE AS AN | NDEPENDENT BASI S FOR DI SAPPROVI NG DI VIDENDS OR DI STRI B-
UTI ONS OR AS GROUNDS FOR REHABI LI TATI ON OR LI QUI DATI ON PURSUANT TO ARTI -
CLE SEVENTY- FOUR OF THI S CHAPTER

S 10. Section 1603 of the insurance law is anended to read as foll ows:

S 1603. Notice of intent to acquire OR DIVEST. (a) [No acquisition of
a mjority of any corporation's outstanding conmon shares shall be nade
pursuant to this article] A DOVESTIC I NSURER SHALL NOT ACQUI RE CONTROL
OF ANY OTHER DOVESTI C | NSURER, WHETHER BY PURCHASE OF | TS SECURI TI ES OR
OTHERW SE, unl ess:

(1) a notice of intention of such proposed acquisition shall have been
filed with the superintendent not |ess than ninety days, or such shorter
period as may be pernmitted by the superintendent, in advance of such
proposed acquisition[, nor shall any such acquisition be made if the
superintendent at any tinme prior thereto finds]; AND

(2) THE | NSURER RECEI VES THE SUPERI NTENDENT' S PRI OR APPROVAL.

(B) THE SUPERI NTENDENT SHALL DI SAPPROVE SUCH ACQUI SI TION | F THE SUPER-
| NTENDENT DETERM NES t hat the proposed acquisition is contrary to |aw or
deternmi nes that such proposed acquisition would be contrary to the best
interests of the parent insurer's policyholders or of the people of this
state. Only the following factors shall be considered in making the
f oregoi ng deterni nation:

(1) the availability of the funds or assets required for such acqui si -
tion;

(2) the fairness of any exchange of shares, assets, cash or other
consideration for the shares or assets to be received;

(3) the inpact of the new operation on the parent insurer's surplus
and existing insurance business and the risks inherent in the parent
insurer's investnent portfolio and operations;

(4) the fairness and adequacy of the financing proposed for the
subsi di ary;

(5) the likelihood of undue concentrati on of econom c power;

(6) whether the effect of the acquisition nay be substantially to
| essen conpetition in any line of commerce in insurance or to tend to
create a nonopoly therein; and

(7) whether the acquisition mght result in an excessive proliferation
of subsidiaries [which] THAT would tend to wunduly dilute managenent
ef fecti veness or weaken financial strength, or otherw se be contrary to
the best interests of the parent insurer's policyholders or of the
people of this state.

[(b)] (© At any tinme after an acquisition the superintendent my
order its disposition if [he] THE SUPERI NTENDENT finds, after notice and
an opportunity to be heard, that its continued retention is hazardous or
prejudicial to the interests of the parent insurer's policyhol ders.
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(D) ANY DOVESTI C | NSURER SEEKI NG TO DI VEST | TS CONTROLLI NG | NTEREST | N
ANOTHER DOMESTI C | NSURER, | N ANY MANNER, SHALL FILE W TH THE SUPERI NTEN-
DENT, WTH A COPY TO THE | NSURER, NOTI CE OF | TS PROPCSED DI VESTI TURE AT
LEAST THI RTY DAYS PRI OR TO THE CESSATI ON OF CONTROL.

[(c)] (E) The contents of each notice of intention of a proposed
acqui sition OR DIVESTITURE filed hereunder and information pertaining
thereto shall be kept confidential, shall not be subject to subpoena and
shall not be made public unless after notice and opportunity to be heard
the superintendent determnes that the interests of policyholders,
shar ehol ders or the public will be served by publication.

S 11. The insurance law is anmended by adding a new section 1604 to
read as foll ows:

S 1604. REG STRATION. (A) AN AUTHORI ZED DOMESTI C | NSURER SHALL REG S-
TER W TH THE SUPERI NTENDENT W THI N THI RTY DAYS OF BECOM NG SUBJECT TO
REG STRATI ON AND SHALL AMEND THE REQ STRATI ON W THI N THI RTY DAYS FOLLOW
| NG ANY MATERI AL CHANGE TO THE | NFORMATI ON PROVI DED I N THE REQ STRATI ON.
THE REG STRATI ON SHALL BE | N SUCH FORM AND SHALL CONTAI N SUCH MATTERS AS
THE SUPERI NTENDENT PRESCRI BES. THE SUPERI NTENDENT MAY GRANT REASONABLE
EXTENSI ONS OF THE TI ME TO REG STER

(B) (1) AN AUTHORI ZED DQOVESTI C | NSURER, OTHER THAN A DOVESTI C | NSURER
REQU RED TO REGQ STER AS A CONTROLLED | NSURER PURSUANT TO SECTI ON ONE
THOUSAND FI VE HUNDRED THREE OF THI S CHAPTER, SHALL ADOPT A FORVAL ENTER-
PRI SE RI SK MANAGEMENT FUNCTI ON AND SHALL FILE AN ENTERPRI SE RI SK REPORT
WTH THE SUPERI NTENDENT BY APRIL TH RTIETH OF EACH YEAR THE REPORT
SHALL, TO THE BEST OF THE | NSURER S KNOALEDGE AND BELI EF, | DENTIFY THE
MATERI AL  RI SKS W THI N ANY SUBSI DI ARY THAT COULD POSE ENTERPRI SE RI SK TO
THE | NSURER.

(2) FOR THE PURPCSES OF THIS ARTICLE, "ENTERPRISE RISK' MEANS ANY
ACTI VI TY, Cl RCUMSTANCE, EVENT, OR SERIES OF EVENTS | NVOLVI NG ONE OR MORE
SUBSI DI ARIES OF AN | NSURER THAT, | F NOT REMEDI ED PROWPTLY, IS LIKELY TO
HAVE A MATERI AL ADVERSE EFFECT UPON THE FI NANCI AL CONDI TION OR LIQUI DI TY
OF THE | NSURER, | NCLUDI NG ANYTHI NG THAT WOULD CAUSE THE I NSURER' S RI SK-
BASED CAPI TAL TO FALL | NTO COVPANY ACTI ON LEVEL AS SET FORTH I N SECTI ON
ONE THOUSAND THREE HUNDRED TWENTY- FOUR OF THI S CHAPTER, OR THAT WOULD
CAUSE FURTHER TRANSACTI ON OF BUSI NESS TO BE HAZARDOUS TO THE | NSURER S
POLI CYHOLDERS OR CREDI TORS OR THE PUBLI C.

S 12. Section 1608 of the insurance law is anmended by adding a new
subsection (e) to read as foll ows:

(E) THE FOLLOW NG TRANSACTIONS BETWEEN A DOVESTI C | NSURER AND ANY
SUBSI DI ARY MAY NOT BE ENTERED | NTO UNLESS THE | NSURER HAS NOTIFIED THE
SUPERI NTENDENT | N WRI TING OF | TS | NTENTI ON TO ENTER | NTO ANY SUCH TRANS-
ACTI ON AT LEAST THI RTY DAYS PRI OR THERETO, OR W TH REGARD TO RElI NSURANCE
TREATIES OR AGREEMENTS AT LEAST FORTY- FI VE DAYS PRI OR THERETO, OR SUCH
SHORTER PERI OD AS THE SUPERI NTENDENT MAY PERM T, AND THE SUPERI NTENDENT
HAS NOT DI SAPPROVED I T WTHI N SUCH PERI OD:

(1) SALES, PURCHASES, EXCHANGES, LOANS, EXTENSIONS OF CREDI T, OR
| N\VESTMENTS W TH A SUBSI DY, PROVI DED THE TRANSACTI ONS ARE EQUAL TO OR
EXCEED THE LESSER OF THREE PERCENT OF THE | NSURER S ADM TTED ASSETS OR
TVENTY- FI VE PERCENT OF SURPLUS TO POLI CYHOLDERS AT LAST YEAR- END;

(2) LOANS OR EXTENSI ONS OF CREDIT TO ANY PERSON WHO I S NOT A SUBSI D
| ARY, WHERE THE |NSURER MAKES LOANS OR EXTENSI ONS OF CREDIT W TH THE
AGREEMENT OR UNDERSTANDI NG THAT THE PROCEEDS OF SUCH TRANSACTIONS, |IN
VHOLE OR | N SUBSTANTI AL PART, ARE TO BE USED TO MAKE LOANS OR EXTENSI ONS
OF CREDIT TO, PURCHASE ASSETS OF, OR MAKE | NVESTMENTS I N, ANY SUBSI DI ARY
OF THE |INSURER MAKING THE LOANS OR EXTENSI ONS OF CREDI T, PROVI DED THE
TRANSACTI ONS ARE EQUAL TO OR EXCEED THE LESSER OF THREE PERCENT OF THE
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INSURER' S ADM TTED ASSETS OR TWENTY- FI VE PERCENT OF SURPLUS TO PCLI CY-
HOLDERS AT LAST YEAR- END

(3) REINSURANCE TREATIES OR AGREEMENTS W TH A SUBSI DI ARY THAT THE
| NSURER HAS NOT OTHERW SE SUBM TTED TO THE SUPERI NTENDENT, PROVI DED,
HONEVER, THE | NSURER NEED NOT SUBM T A COPY OF A RElI NSURANCE AGREEMENT
UNLESS REQUESTED BY THE SUPERI NTENDENT WHERE THE REI NSURANCE PREM UM OR
A CHANGE IN THE INSURER' S LIABILITIES, OR THE PRQIECTED RElI NSURANCE
PREM UM OR A CHANGE IN THE INSURER S LIABILITIES IN ANY OF THE NEXT
THREE YEARS, |S LESS THAN FI VE PERCENT OF THE | NSURER S SURPLUS TO PQOLI -
CYHOLDERS AT LAST YEAR-END. TH'S SHALL | NCLUDE AGREEMENTS THAT MAY
REQUI RE, AS CONSI DERATI ON, THE TRANSFER OF ASSETS FROM AN I NSURER TO A
NON- SUBSI DI ARY, | F AN AGREEMENT OR UNDERSTANDI NG EXI STS BETWEEN THE
| NSURER AND NON- SUBSI DI ARY THAT ANY PORTI ON OF THE ASSETS W LL BE TRANS-
FERRED TO ONE OR MORE SUBSI DI ARI ES OF THE | NSURER, AND

(4) MANAGEMENT AGREEMENTS, SERVI CE CONTRACTS, TAX ALLOCATI ON AGREE-
MENTS, GUARANTEES, AND ALL COST- SHARI NG ARRANGEMENTS.

S 13. Section 1702 of the insurance |aw, as amended by chapter 526 of
the laws of 1987, is anended to read as foll ows:

S 1702. Meaning of “"subsidiary" [and], "parent corporation®”™ AND
"ENTERPRISE RISK"; certain types of subsidiaries defined. As used in
this article[, "subsidiary” (i)]: (A "SUBSID ARY" neans subsidi aries of
the types described in subsection (b) of section one thousand seven
hundred four of this article and subsidiaries acquired or held under
this article, section one thousand four hundred five or section four
thousand two hundred forty of this chapter, but [(ii) does] SHALL not
i nclude a subsidiary acquired or held under section one thousand four
hundred four of this <chapter or a subsidiary acquired or held by an
i nsurer authorized to nake investnents by subsection (c) of section one
t housand four hundred three of this chapter[; and "parent corporation"].

(B) "PARENT CORPORATION' means a parent corporation of a type
descri bed in subsection (a), (b) or (c) of section one thousand seven
hundred one of this article[; "holding conpany operating subsidiary"].

(C© "HOLDING COVPANY OPERATI NG SUBSI DI ARY" neans a subsidiary (other
than a separate account subsidiary) engaged or organized to engage in
either or both of the following activities [(i)](1) the ownership and
managenent of other subsidiaries, and [(ii)](2) the raising of capital
(debt or equity) [which] THAT could be | oaned to, or invested in, other
subsidiaries or | oaned to the parent corporation, provided that any such
subsidiary may in addition engage in the ownership and nanagenent of
assets authorized as investnents for the parent corporation[; "invest-
ment subsidiary"].

(D) "I NVESTMENT SUBSI DI ARY" means a subsidiary (other than a separate
account subsidiary) engaged or organized to engage exclusively in the
owner shi p and nmanagenent of assets (other than equity securities of
subsidiaries) authorized as investnents for the parent corporation and
of other investnment subsidiaries[; and "separate account subsidiary"].

(E) " SEPARATE ACCOUNT SUBSI DI ARY" nmeans a subsidiary acquired or held
under section four thousand two hundred forty of this chapter.

(F) "ENTERPRISE RISK' MEANS ANY ACTIVITY, Cl RCUMSTANCE, EVENT, OR
SERI ES OF EVENTS | NVOLVI NG ONE OR MORE SUBSI DI ARIES OF A PARENT CORPO
RATION THAT, |F NOT REMEDIED PROWPTLY, |S LIKELY TO HAVE A MATERI AL
ADVERSE EFFECT UPON THE FI NANCI AL CONDITION OR LIQUIDITY OF THE PARENT
CORPORATI ON, | NCLUDI NG ANYTHI NG THAT WoOULD CAUSE THE PARENT CORPO
RATI ON' S RI SK- BASED CAPI TAL TO FALL | NTO COMPANY ACTION LEVEL AS SET
FORTH | N SECTI ON ONE THOUSAND THREE HUNDRED TVENTY- TWO OF THI S CHAPTER
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OR THAT WOULD CAUSE FURTHER TRANSACTI ON OF BUSI NESS TO BE HAZARDOUS TO
THE | NSURER S POLI CYHOLDERS OR CREDI TORS OR THE PUBLI C

S 14. Section 1710 of the insurance |aw, as amended by chapter 805 of
the laws of 1984, is anended to read as foll ows:

S 1710. [Superintendent's] DI VESTITURE OF CONTROL; SUPERI NTENDENT' S
power to order disposition of subsidiaries.

(A) ANY PARENT CORPORATI ON SEEKI NG TO DI VEST | TS CONTROLLI NG | NTEREST
I N A DOVESTI C | NSURER, I N ANY MANNER, SHALL FILE WTH THE SUPERI NTEN-
DENT, WTH A COPY TO THE I NSURER, NOTICE OF | TS PROPCSED DI VESTI TURE AT
LEAST THI RTY DAYS PRI OR TO THE CESSATI ON OF CONTROL.

(B) In addition to the powers granted to the superintendent el sewhere
in this chapter (including, without limtation, [sections] SECTION one
hundred nine [and three hundred twenty-seven] of this chapter AND
SECTION THREE HUNDRED N NE OF THE FI NANCI AL SERVI CES LAW, the super-
i ntendent may, at any tinme, order a parent corporation to dispose of any
subsidiary, if the superintendent finds, after notice and an opportunity
to be heard, either:

[(i)](1) that its acquisition or continued retention is or was not
permtted by the provisions of this article; or

[(i1)](2) except in the case of a subsidiary then exenpted by the
provi sions of subsection (a) or (b) of section one thousand seven
hundred four of this article, that its continued retention is materially
adverse to the interests of the parent corporation's policyhol ders or
subscri bers.

S 15. Section 1712 of the insurance law is anended to read as foll ows:

S 1712. Rel ationshi ps and transacti ons between parent corporation and
subsidiary. (A) The business operations, corporate proceedings and
fiscal and accounting records of subsidiaries shall be conducted or
mai ntained so as to assure the separate |egal and operating identities
of the parent corporation and subsidiary, but nothing herein shal
preclude arrangenents for conmon managenent or the cooperative or joint
use of personnel, property, or services, otherwi se consistent with this
chapter. Al transactions between the parent corporation and its subsid-

iaries shall be fair and equitable, charges or fees for services
performed shall be reasonable and all expenses incurred and paynents
received shall be allocated to the parent corporation on an equitable

basis in conformty wth customary insurance accounting practices
consistently applied. The books, accounts and records of each party to
all such transactions shall be so maintained as to disclose clearly and
accurately the nature and details of the transactions, including such
accounting information as is necessary to support the reasonabl eness of
the charges or fees to the respective parties.

(B) THE FOLLOWN NG TRANSACTI ONS BETWEEN A PARENT CORPORATI ON AND ANY
SUBSI DI ARY MAY NOT BE ENTERED | NTO UNLESS THE PARENT CORPORATI ON HAS
NOTI FI ED THE SUPERI NTENDENT | N WRI TING OF I TS | NTENTI ON TO ENTER | NTO
ANY SUCH TRANSACTI ON AT LEAST THI RTY DAYS PRI OR THERETO, OR WTH REGARD
TO REINSURANCE TREATIES OR AGREEMENTS AT LEAST FORTY-FlI VE DAYS PRI OR
THERETO, OR SUCH SHORTER PERI OD AS THE SUPERI NTENDENT MAY PERM T, AND
THE SUPERI NTENDENT HAS NOT DI SAPPROVED | T W THI N SUCH PERI OD

(1) SALES, PURCHASES, EXCHANGES, LOANS, EXTENSIONS OF CREDI T, OR
| NVESTMENTS W TH A SUBSI DY, PROVI DED THE TRANSACTI ONS ARE EQUAL TO OR
EXCEED:

(A) THREE PERCENT OF THE PARENT CORPORATI ON'S ADM TTED ASSETS AT LAST
YEAR- END, W TH REGARD TO A DOVESTI C LI FE | NSURANCE COWVPANY; OR

(B) THE LESSER OF THREE PERCENT OF THE PARENT CORPORATION'S ADM TTED
ASSETS OR TVENTY-FI VE PERCENT OF CAPI TAL AND SURPLUS AT LAST YEAR- END



Co~NOoOUIT~hWNE

A. 7807--A 9

W TH REGARD TO A DOVESTI C CORPORATI ON SUBJECT TO ARTI CLE FORTY- THREE OF
TH S CHAPTER, OR

(2) LOANS OR EXTENSIONS OF CREDI T TO ANY PERSON WHO IS NOT A SUBSI D
| ARY, VWHERE THE PARENT CORPORATI ON MAKES LOANS OR EXTENSIONS OF CREDIT
WTH THE AGREEMENT OR UNDERSTANDI NG THAT THE PROCEEDS OF SUCH TRANS-
ACTI ONS, I N WHOLE OR I N SUBSTANTI AL PART, ARE TO BE USED TO MAKE LOANS
OR EXTENSIONS OF CREDI T TO PURCHASE ASSETS OF, OR MAKE | NVESTMENTS I N,
ANY SUBSI DI ARY OF THE PARENT CORPORATI ON MAKI NG THE LOANS OR EXTENSI ONS
OF CREDI T, PROVI DED THE TRANSACTI ONS ARE EQUAL TO OR EXCEED:

(A) THREE PERCENT OF THE PARENT CORPORATI ON'S ADM TTED ASSETS AT LAST
YEAR- END, W TH REGARD TO A DOVESTI C LI FE | NSURANCE COWPANY; OR

(B) THE LESSER OF THREE PERCENT OF THE PARENT CORPORATION' S ADM TTED
ASSETS OR TVENTY-FI VE PERCENT OF CAPI TAL AND SURPLUS AT LAST YEAR- END,
W TH REGARD TO A DOVESTI C CORPORATI ON SUBJECT TO ARTI CLE FORTY- THREE OF
TH S CHAPTER, OR

(3) REINSURANCE TREATIES OR AGREEMENTS W TH A SUBSI DI ARY THAT THE
PARENT CORPORATI ON HAS NOT OTHERW SE SUBM TTED TO THE SUPERI NTENDENT.
THIS SHALL | NCLUDE AGREEMENTS THAT MAY REQUI RE, AS CONSI DERATI ON, THE
TRANSFER OF ASSETS FROM A PARENT CORPORATI ON TO A NON- SUBSI DI ARY, |F AN
AGREEMENT OR UNDERSTANDI NG EXI STS BETWEEN THE PARENT CORPORATI ON AND
NON- SUBSI DI ARY THAT ANY PORTI ON OF THE ASSETS W LL BE TRANSFERRED TO ONE
OR MORE SUBSI DI ARI ES OF THE PARENT CORPORATI ON; AND

(4) MANAGEMENT AGREEMENTS, SERVI CE CONTRACTS, TAX ALLOCATI ON AGREE-
MENTS, GUARANTEES, AND ALL COST- SHARI NG ARRANGEMENTS.

S 16. The insurance |law is anended by adding a new section 1717 to
read as foll ows:

S 1717. REG STRATION. (A) A PARENT CORPORATI ON SHALL REGQ STER W TH THE
SUPERI NTENDENT W THI N THI RTY DAYS OF BECOM NG SUBJECT TO REGQ STRATI ON
AND SHALL AMEND THE REQ STRATI ON W THI N THI RTY DAYS FOLLOW NG ANY MATE-
RI AL CHANGE TO THE | NFORMATI ON PROVI DED | N THE REG STRATI ON. THE REGQ S-
TRATION SHALL BE IN SUCH FORM AND SHALL CONTAI N SUCH MATTERS AS THE
SUPERI NTENDENT PRESCRI BES. THE SUPERI NTENDENT MAY GRANT REASONABLE
EXTENSI ONS OF THE TI ME TO REG STER

(B) A PARENT CORPCRATI ON, OTHER THAN A PARENT CORPORATI ON REQUI RED TO
REG STER AS A CONTROLLED | NSURER PURSUANT TO SECTI ON ONE THOUSAND FI VE
HUNDRED THREE OF THI'S CHAPTER, SHALL ADOPT A FORMAL ENTERPRI SE Rl SK
MANAGEMENT FUNCTI ON AND SHALL FI LE AN ENTERPRI SE RI SK REPORT W TH THE
SUPERI NTENDENT BY APRI L THI RTI ETH OF EACH YEAR. THE REPORT SHALL, TO THE
BEST OF THE PARENT CORPORATION' S KNOWEDGE AND BELI EF, | DENTIFY THE
MATERI AL RI SKS W THI N ANY SUBSI DI ARY THAT COULD POSE ENTERPRI SE RI SK  TO
THE PARENT CORPORATI ON.

S 17. Subsection (d) of section 1110 of the insurance |aw, as anmended
by chapter 431 of the laws of 2000, is anended to read as foll ows:

(d) No such corporation or association shall make or issue in this
state any annuity contract before obtaining a permt issued in accord-
ance with the provisions of this section except that if its requisite
reserve on its outstanding annuity agreenents conmputed in accordance
with section four thousand two hundred seventeen of this chapter does
not exceed the anount of [five hundred thousand] ONE M LLION dollars, it
may nmake gift annuity agreenents in this state and shall be exenpted
fromsecuring a permt provided it maintains the reserve required by
section four thousand two hundred seventeen of this chapter and a
surplus of at least twenty-five per centum of such reserve. |If the
superintendent finds, after notice and hearing, that any such corpo-
ration or association, having such a permt, has failed to conply wth
the requirenments of this section, [he] THE SUPERI NTENDENT nay revoke or
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suspend such permt or order it to cease naking new annuity contracts
until it conplies. The superintendent may, in [his] THE SUPERI NTENDENT' S
di scretion, either dispense with the requirenment of annual statenents by
such corporations or associations or accept a sworn statenent by two or
nore of its principal officers, in such formas will satisfy the super-
i ntendent that the requirenments of this section are being conplied wth.

S 18. Section 1110 of the insurance |aw is amended by addi ng a new
subsection (f) to read as foll ows:

(F) THE SUPERI NTENDENT MAY, | N THE SUPERI NTENDENT' S DI SCRETI ON, EXAM
I NE ANY SUCH CORPORATI ON OR ASSOCI ATI ON THAT | S EXEMPT FROM OBTAI NI NG A
PERM T PURSUANT TO SUBSECTION (D) OF THI S SECTI ON

S 19. Paragraph 1 of subsection (a) of section 307 of the insurance
law i s amended to read as foll ows:

(1) Every insurer and every fraternal benefit society [which] THAT is
authorized to do an insurance business in this state, and every pension
fund, retirenent systemor state fund [which] THAT is required, by any
| aw of this state, to report to the superintendent or s subject to
[ his] THE SUPERI NTENDENT' S exani nation, shall file in the office of the
superintendent, annually on or before the first day of March, a state-
nment, to be known as its annual statenent, executed in duplicate, veri-
fied by the oath of at least two of its principal officers, showing its
condition at |ast year-end or, in the case of a pension fund or retire-
nment system on such date in the year next preceding as the superinten-
dent nay approve. Such statenment shall be in such formand shall contain
such matters as the superintendent shall prescribe. THE SUPERI NTENDENT
MAY ACCEPT AN ELECTRONI C FI LI NG OF A FOREI GN | NSURER' S ANNUAL  STATEMENT
THAT DCES NOT CONTAIN THE SI GNATURES OR VERI FI CATI ON OF THE OFFI CERS
PROVI DED THAT THE FOREI GN | NSURER HAS FILED, IN ITS STATE OF DOMC LE
AN ANNUAL STATEMENT VERI FI ED BY THE OATH OF AT LEAST TWO OF I TS PRI NCI -
PAL OFFI CERS. I N SUCH A SI TUATION, THE OFFI CERS OF THE FOREI GN | NSURER
SHALL BE DEEMED TO HAVE d VEN THEIR CATH IN THI S STATE.

S 20. Subsection (b) of section 7428 of the insurance |aw is anmended
to read as foll ows:

(b) If the amount of any such REAL OR PERSONAL PROPERTY OMNED BY, OR
debt or <claim owed by or to, such insurer does not exceed twenty-five
[ hundred] THOUSAND dol | ars, THEN t he superintendent may SELL OR DI SPCSE
OF ALL OR ANY PART OF THE REAL OR PERSONAL PROPERTY, OR conprorm se or
compound the [sane] DEBT OR CLAIM upon such ternms as [he] THE SUPER-
| NTENDENT may deem for the best interests of such insurer wthout
obt ai ning the approval of the court.

S 21. Subsection (g) of section 7602 of the insurance |aw, as anended
by chapter 578 of the laws of 1990, is anended to read as foll ows:

“All owed cl aim neans a cl ai m[which] THAT has been all owed by the
[court] SUPERINTENDENT in a proceeding under article seventy-four of
this chapter OR | F SUCH CLAI M EXCEEDS TVENTY- FI VE THOUSAND DOLLARS, HAS
BEEN ALLOWED BY THE COURT I N A PROCEEDI NG UNDER ARTI CLE SEVENTY- FOUR OF
TH S CHAPTER, and which is based upon:

(1) a policy insuring property or risks |located or resident in this
state, or

(2) a policy issued in this state to a resident of this state insuring
property or risks, located or resident outside this state but within the
United States, its possessions and territories, and Canada, provided
that, with respect to policies covered under this paragraph:

(A) irrespective of the anmpbunt of claim[which] THAT has been al |l owed,
no person shall recover any amount fromthis fund until such person has
exhausted all rights of recovery fromany security fund, guaranty asso-
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ciation, or the wequivalent in the jurisdiction where such property or
risks are located or resident; and, thereafter, such person's recovery
fromthis fund, when conbined with anounts recovered or recoverable from
any ot her security fund, guaranty association, or the equivalent in such
jurisdiction, shall not exceed the maximumlimt available to a quali -
fied claimant for a recovery solely fromsuch other security fund, guar-
anty association, or the equivalent; and

(B) the aggregate limt for all clainms arising out of any one policy,
excluding claims wth respect to property or risks |ocated or resident
in this state, shall not exceed the | esser of the aggregate limt of the
policy or five mllion dollars.

S 22. This act shall take effect inmrediately, except that:

(1) sections four, eleven, and sixteen of this act shall take effect
on the ninetieth day after this act shall have becone a | aw, and

(2) the amendnents to subsection (d) of section 1505 of the insurance
| aw made by section six of this act, the anendnments to section 1608 of
the insurance | aw nade by section twelve of this act and the anendnents
to section 1712 of the insurance | aw nade by section fifteen of this act
shall apply only to transactions entered into on or after the effective
date of this act.



