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third reading

AN ACT to anend the insurance law, in relation to authorizing the super-
i ntendent of financial services to suspend crediting of underwiting
earnings for a fiscal year for the purpose of accurulating a subscrib-
er's operating reserve

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

Section 1. Section 6109 of the insurance |aw, subsection (a) as
anended by chapter 138 of the laws of 1987, is anmended to read as
fol | ows:

S 6109. Subscriber's operating reserve. (a) (1) Every subscriber of an
authorized reciprocal insurer in which subscribers are subject to
contingent liability shall accunulate a m nimum operating reserve, to be
credited to such subscriber on the books and records of such reciproca
i nsurer, by authorizing the attorney-in-fact to credit to such account
at the end of the fiscal year of such reciprocal insurer, an anount not
| ess than one quarter of such subscriber's underwiting earnings during
such peri od.

(2) Such accunul ation shall be nade so | ong as such subscriber's oper-
ating reserve is less than twi ce the anount of annual prem uns in force.

(3) Notwi thstanding the foregoing, the superintendent may, upon appli-
cation fromthe attorney-in-fact[,]:

(A) approve other nethods for accumrul ati ng such subscriber's operating
reserve; OR

(B) PERM T THE SUSPENSI ON OF THE ACCUMULATI ON OF THE OPERATI NG RESERVE
FOR A FISCAL YEAR PROVIDED THAT THOSE EARNI NGS ARE RETURNED TO THE
SUBSCRI BER | N ACCORDANCE W TH SUBPARAGRAPH (B) OF PARAGRAPH TWO OF
SUBSECTION (C) OF THI S SECTI ON

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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(b) Any authorized reciprocal insurer may, pursuant to the terms of
the subscriber's agreenent and to any action of its advisory commttee
authorized thereunder, require its subscribers to accunul ate subscrib-
er's operating reserves in excess of the m ninmum specified in subsection
(a) [hereof] OF THIS SECTION and nmay require a | onger period of notice
for the withdrawal of all or any part of such reserve than that herein
speci fi ed.

(c) (1) No subscriber shall have a secured or preferred cl ai magai nst
any assets of the reciprocal insurer arising out of such operating
reserve, but all assets held by such insurer shall be available for the
paynment of clains of policyholders and creditors of such reciproca
insurer in preference to any claimfor wi thdrawal by a subscriber as
such.

(2) Any subscriber's operating reserve accumrul ated by any such recip-
rocal insurer shall be maintained at all tinmes, except that:

(A) a subscriber may, upon wi thdrawal from nmenbership and cancel |l ation
of all insurance contracts held by [hin] THE SUBSCRI BER i n such insurer,
and after giving to the attorney-in-fact witten notice of wthdrawal at
| east sixty days in advance, w thdraw the anount of [his] THE SUBSCRI B-
ER S operating reserve |l ess such surrender charges as nay be deducted
pursuant to the subscriber's agreenment; OR

(B) WHERE THE SUPERI NTENDENT HAS DETERM NED THAT THE SUSPENSI ON OF THE
ACCUMULATI ON OF THE OPERATI NG RESERVE WOULD NOT BE HARMFUL TO POLI CY-
HOLDERS OR THE PEOPLE OF THI S STATE, THE ATTORNEY-I| N-FACT MAY, IN THE
FI SCAL YEAR FOLLOW NG THE YEAR FOR WHI CH THE SUSPENSI ON OF THE ACCUMUJ
LATI ON OF THE OPERATI NG RESERVE WAS AUTHORI ZED, RETURN TO EACH SUBSCRI B-
ER AN AMOUNT EQUAL TO THE UNDERWRI TI NG EARNI NGS THAT WOULD HAVE OTHER-
W SE BEEN CREDI TED TO THE SUBSCRI BER' S OPERATI NG RESERVE

(3) No [such] withdrawal shall be permtted after an order of |iqui-
dation of, or the appointnent of a receiver or liquidating trustee for,
any such reciprocal insurer OR NOTW THSTANDI NG ANY OTHER PROVI SI ON OF
LAW TO THE CONTRARY, WHERE THERE | S AN AUTHORI ZED CONTROL LEVEL EVENT OR
A MANDATORY CONTROL LEVEL EVENT AS DEFI NED I N SECTI ON THI RTEEN HUNDRED
TVENTY- FOUR OF TH S CHAPTER.

S 2. This act shall take effect imediately.



