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| N SENATE

May 19, 2025

Introduced by Sen. MARTINEZ -- read twi ce and ordered printed, and when

printed to be conmitted to the Committee on Insurance -- reconmitted
to the Conmittee on |Insurance in accordance with Senate Rule 6, sec. 8
-- conmittee discharged, bill anended, ordered reprinted as anended

and recommtted to said conm ttee

AN ACT to anend the insurance law, in relation to authorizing the New
York Liquidation Bureau to establish a reinbursenent programfor
eligible | ocal educational agencies

The People of the State of New York, represented in Senate and Assem
bly, do enact as foll ows:

Section 1. Legislative findings and intent. The | egislature acknow -
edges that |ocal educational agencies (LEAs), including public schoo
districts and special education providers, are facing unanticipated and
significant financial liabilities resulting from settled civil clains
brought under the Child Victins Act. These settlenents often arise from
m sconduct occurring during periods when LEAs were insured by Iliability
carriers that have since becone insolvent.

In many cases, the current LEAs are now required to satisfy settle-
ments or judgnents without the avail of expected insurance coverage.
Under the Child Victinms Act, the | ookback w ndow for civil clainms was
originally set for one year and | ater extended by an additional year due
to the COVID-19 pandenmi c. However, the state has not yet accounted for
or addressed this extended period in relation to clains involving insol-
vent insurers. The New York Liquidation Bureau, under the Departnment of
Fi nanci al Services, administers the estates of insolvent insurers but is
not currently authorized to reinburse LEAs for such liabilities or
pursue reciprocal clainms due to expired statutory limtations.

The legislature hereby finds that this | egal gap creates an inequita-
bl e burden on public educational institutions and threatens the fisca
functionality of school systems throughout the state. Furthernore, the
| egi slature recognizes that the inability of LEAs to reach or fund
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settlements due to insolvency risks directly undernines the ability of
victinse to obtain timely restitution and resolution of their clains.
Accordingly, this act authorizes the Bureau to establish a rei mbursenent
program for eligible LEAs and enpowers the Bureau and the State of New
York to suppl enment insolvent estates where necessary. This authorization
shall not apply to educational entities located within the City of New
York, which operates under separate and distinct educational funding
structures.

§ 2. The insurance law is anended by adding a new section 7438 to read
as foll ows:

8 7438. Reinbursenent program for |ocal educational agencies inpacted
by insolvent insurers. (a) As used in this section, the following terns
shall have the follow ng neanings:

(1) "lLocal educational agency"” or "LEA'" neans any public schoo
district or approved board of cooperative educational services, exclud-
ing those located within a city having a population of one nillion or
nor e.

(2) "Bureau" neans the New York Liquidation Bureau

(3) "lInsolvent insurer" nmeans any insurer that has been adjudicated
insolvent pursuant to an order of liquidation by a court of conpetent
jurisdiction of this state under this article, and whose estate is or
has been adnini stered by the Bureau.

(4) "Child Victinse Act" neans chapter eleven of the laws of two thou-
sand nineteen and any subsequent |aws extending the statute of limta-
tions for civil clains based on child sexual abuse.

(b) Notwithstanding any other provision of law, the superintendent,
through the Bureau, is authorized to establish a programto evaluate and
reinburse eligible LEAs for nonetary liabilities arising fromcivil
clains or settlenent agreenents related to acts that occurred during a
period covered by a liability insurance policy issued by an insolvent
insurer, provided that such clains are brought pursuant to the Child
Victinms Act.

(c) A LEA shall be eligible for reinbursenent under this section if
it:

(1) denonstrates that the insurer which issued the policy, or any
successor insurer that has assuned the issuing insurer's obligations,
has been adjudi cated insolvent pursuant to an order of liquidation by a
court of conpetent jurisdiction of this state under this article;

(2) provides docunentation that the incident giving rise to the claim
occurred during the period the policy was in effect;

(3) provides evidence of financial liability, whether by court order
settl enent agreenent, or paynent to a clainmant; and

(4) certifies that no other insurance or indemification source is
available to satisfy the claim

(d) Reinbursenents under this section shall be made from available
assets of the insolvent insurer's estate. The superintendent shal
pronul gate a fixed amount to be paid to LEAs fromthese assets. Applica-
tions may be submtted prior to a final judgnent and shall include al
supporting docunentation required by the Bureau.

(e) In the event that assets fromthe insolvent estate are insuffi-
cient, the superintendent shall pronulgate a secondary reinbursenent
nechanism which may include but not be linted to:

(1) recoveries fromreinsurers of the insolvent insurer;

(2) subrogation or third-party recoveries;

(3) any interest the Bureau may generate fromexisting funds;

4) residual balances fromclosed estates; and
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(5) voluntary contributions fromother insurers or industry sources,

to the extent permitted by | aw.
(f) In cases where reinbursenents are linmted, the Bureau shall prior-

itize LEAs denonstrating significant financial hardship, based on crite-

ria established by the Bureau in consultation with the education depart-

nent .
§ 3. This act shall take effect on the one hundred twentieth day after
it shall have becone a | aw



