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Section 3. Contingency, Loss and Unearned Premium Reserves  
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Section 6. Reinsurance 
Section 7. Transition Provisions 
Section 8. Applicability of Other Laws 
Section 9. Relationship to Security Fund 
 Section 1. Definitions 

 A. As used in this article: 
 

(1) “Financial guaranty insurance” means a surety bond, an insurance policy or, when 
issued by an insurer or any person doing an insurance business as defined in Section [insert section], an indemnity contract and any guaranty similar to the foregoing types, 
under which loss is payable upon proof of occurrence of financial loss to an insured claimant, obligee or indemnitee as a result of any of the following events: 

 
(a) Failure of any obligor on or issuer of any debt instrument or other monetary 

obligation (including equity securities guarantied under a surety bond, insurance 
policy or indemnity contract) to pay when due [to be paid by the obligor or 
scheduled at the time insured to be received by the holder of the obligation], 
principal, interest, premium, dividend or purchase price of or on, or other 
amounts due or payable with respect to, the instrument or obligation, when the 
failure is the result of a financial default or insolvency or, provided that such 
payment source is investment grade, any other failure to make payment, 
regardless of whether the obligation is incurred directly or as guarantor by or on 
behalf of another obligor that has also defaulted; 

 
(b) Changes in the levels of interest rates, whether short or long term, or the 

differential in interest rates between various markets or products; 
 

(c) Changes in the rate of exchange of currency; 
 

Drafting Note: This provision was not enacted in the New York and California financial guaranty insurance laws, since such risks are 
viewed as political risk insurance, rather than financial guaranty insurance. 
 

(d) Changes in the value of specific assets or commodities, financial or commodity 
indices, or price levels in general; or 

 
(e) Other events which the commissioner determines are substantially similar to 

any of the foregoing. 
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(i) A depository bond that insures deposits in financial institutions to the extent of 
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(IV) The financial guaranty insurance policies shall not condition or 
delay payment of a claim with respect to such contracts upon 
the insured or beneficiary making a claim on the contracts with 
any insurance guaranty fund under this chapter or of any other 
jurisdiction; and  

 












