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STATE OF NEW YORK

1312
2015- 2016 Regul ar Sessi ons
I N SENATE
January 9, 2015

Introduced by Sen. SEWARD -- read twi ce and ordered printed, and when
printed to be committed to the Conmttee on Rul es

AN ACT to anend the insurance law, in relation to encouragi ng noderni za-
tion of mutual and cooperative insurance conpanies' informtion
systens technol ogy

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

Section 1. Subsection (a) of section 4110 of the insurance law, as
anended by chapter 527 of the laws of 2014, is anmended to read as
fol | ows:

(a) No donestic nutual property/casualty insurance conpany licensed to
wite a kind of insurance specified in paragraph seven, eight, nine,
ten, eleven, thirteen, fourteen, fifteen, sixteen or seventeen of
subsection (a) of section one thousand one hundred thirteen of this
chapter shall expend in any one cal endar year for nanagenent expenses a
greater anmpunt than thirty percent of the sumof its net prem um incone
and seventy-five percent of its investnent inconme for such year;

provi ded that any insurer whose principal |line of business is nedica
mal practice liability insurance or any insurer who is the subject of a
proceedi ng pursuant to article seventy-four of this chapter shall not

expend in any one calendar vyear for nmanagenment expenses, a greater
anount than thirty percent of its net premum income for such vyear.
Managenent expenses shall be held to include all expenses of the conpany
except expenses incurred in the investigation, adjustnment and settl enment
of clainms, taxes, fees and expenses of exam nation, and taxes, repairs
and expenses on real estate. In applying the provisions of this section
the net premumincone of, and expenses of, boiler and machinery insur-

ance or elevator insurance shall not be included. In the event expenses
incurred in maki ng a new system upgrade result in this subsection's
managenent expenses limt being exceeded, then the insurer shall inform
t he superintendent sixty days in advance of the expense limt being
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exceeded. Subject to approval by the superintendent, the limt shall be
tenporarily raised to the anount necessary to enconpass the aforestated
new system upgrade, provided that in no event shall the Iimt be raised
nore than five percentage points and shall not be in effect for nore
than [six] THREE years, AND PROVI DED FURTHER THAT AN | NSURER MAY SUBM T
TO THE SUPERI NTENDENT, FOR THE SUPERI NTENDENT' S PRI OR APPROVAL, A VWRI T-
TEN REQUEST TO TEMPORARILY RAISE THE LIMT FOR UP TO AN ADDI TI ONAL THREE
YEARS, FOR A TOTAL OF NO MORE THAN SI X YEARS. AN |INSURER SHALL SUBM T
SUCH WRITTEN REQUEST TO THE SUPERI NTENDENT AT LEAST SI XTY DAYS BUT NOT
MORE THAN ONE HUNDRED TWENTY DAYS BEFORE THE EXPI RATION OF THE |IN TIAL

PERRCD DURING WHICH THE LIMT WAS RAI SED. The insurer shall not
increase premiuns solely as a result of the nmanagenent expenses cap
limt being exceeded. For purposes of this subsection, a new system

upgrade is defined as the acquisition of electronic data processing
apparatus and related equipnent constituting a data processing, record
keepi ng or accounting system and operati ng and non-operating software.

S 2. Subsection (a) of section 6613 of the insurance |law, as anended
by chapter 527 of the laws of 2014, is anended to read as foll ows:

(a) The expenses of nanagenent of any co-operative property/casualty
i nsurance conpany shall not exceed in any one calendar year forty-two
and one-hal f percent of its net premuns witten for such year. The term
"net premuns witten" means direct premuns witten plus reinsurance
assumed less return premunms and reinsurance ceded. In the event
expenses incurred in making a new system upgrade result in this
subsection's managenent expenses limt being exceeded, then the insurer
shall inform the superintendent sixty days in advance of the expense
limt being exceeded. Subject to approval by the superintendent, the
limt shall be tenporarily raised to the anbunt necessary to enconpass
the aforestated new system upgrade, provided that in no event shall the
limt be raised nore than five percentage points and shall not be in
effect for nore than [six] THREE years, AND PROVIDED FURTHER THAT AN
| NSURER MAY SUBM T TO THE SUPERI NTENDENT, FOR THE SUPERI NTENDENT' S PRI OR
APPROVAL, A WRI TTEN REQUEST TO TEMPORARILY RAISE THE LIMT FOR UP TO AN
ADDI TI ONAL THREE YEARS, FOR A TOTAL OF NO MORE THAN SI X YEARS. AN | NSUR-
ER SHALL SUBM T SUCH WRI TTEN REQUEST TO THE SUPERI NTENDENT AT LEAST
SI XTY DAYS BUT NOT MORE THAN ONE HUNDRED TWENTY DAYS BEFORE THE EXPI RA-

TION OF THE INITIAL PERIOD DURING WHHCH THE LIMT WAS RAI SED. The
i nsurer shall not increase premuns solely as a result of the nanagenent
expenses cap limt being exceeded. For purposes of this subsection, a

new system upgrade is defined as the acquisition of electronic data
processi ng apparatus and rel ated equi pment constituting a data process-
i ng, record keeping or accounting system and operating and non-operating
sof t war e.

S 3. This act shall take effect imediately.



