8§ 4706. Reserve and surplus requirenments. (a) Notw thstandi ng any
provi sion of law, the governing board of a rnunicipal cooperative health
benefit plan shall establish a reserve fund, and the plan's chief fiscal
of ficer shall cause to be paid into the reserve fund the anounts
necessary to satisfy all contractual obligations and liabilities of the
pl an, i ncl uding:

(1) a reserve for paynent of clains and expenses thereon reported but
not yet paid, and clains and expenses thereon incurred but not yet
reported which shall not be | ess than an anobunt equal to twenty-five
percent of expected incurred clains and expenses thereon for the current
pl an year, unless a qualified actuary has denonstrated to the
superintendent's satisfaction that a |l esser anobunt will be adequate;

(2) a reserve for unearned prem um equi val ents;

(3) a claimstabilization reserve;

(4) a reserve for other obligations of the nunicipal cooperative
heal t h benefit plan; and

(5) a surplus account, established and mai ntained for the sol e purpose
of satisfying unexpected obligations of the municipal cooperative health
benefit plan in the event of term nation or abandonnent of the plan,
whi ch shall not be |ess than:

(A) five percent of the annualized earned prem um equival ents during
the current fiscal year of a nunicipal cooperative health benefit plan
whi ch consists of five or nore participating municipal corporations and
covers two thousand or nore enpl oyees and retirees; or

(B) seven percent of the annualized earned prem um equival ents during
the current fiscal year of the rnunicipal cooperative health benefit plan
whi ch consists of four or fewer participating nunicipal corporations or
covers fewer than two thousand enpl oyees and retirees.

(b) The noneys in the plan's reserve funds and surplus account shal
be deposited in one or nore banks or trust conpani es designated by the
governing board in accordance with the nunici pal cooperation agreenent,
in one or nore separate segregated accounts, subject to investnent in
obligations specified in the general nunicipal |aw or education |aw (as
applicable) for investnment of noneys in reserve funds or as otherw se
expressly permtted by the superintendent. Any such bank or trust
conpany shall be located in this state and shall be duly chartered
pursuant to federal law or the laws of this state. Any interest earned



or capital gain realized on the noney so deposited or invested shal
accrue to and becone part of the plan's reserve funds or surplus
account, as applicable.

(c) The plan's chief fiscal officer shall account for the plan's
reserve funds separate and apart fromall other funds of the municipal
cooperative health benefit plan, and such accounting shall show

(1) the purpose, source, date and anmount of each sumpaid into the
fund,

(2) the interest earned by such funds;

(3) capital gains or losses resulting fromthe sale of investnents of
the plan's reserve funds;

(4) the order, purpose, date and anmount of each paynent fromthe
reserve fund; and

(5) the assets of the fund, indicating cash bal ance and schedul e of
i nvest nment s.

(d) The plan's chief fiscal officer, within ninety days of the end of
each fiscal year, shall furnish a detailed report of the operations and
condition of the plan's reserve funds to the governi ng board.

(e) An expenditure fromthe plan's reserve funds shall be nade only
for the paynment of benefits and other obligations of the nunici pal
cooperative health benefit plan or expenses incurred in admnistering
such pl an.

(f) I'f the municipal cooperative health benefit plan ceases to provide
pl an benefits on a shared-funding basis, the noneys remaining in the
plan's reserve funds not needed to satisfy plan liabilities incurred
prior to such cessation shall be disposed of in the manner provided in
t he nmuni ci pal cooperation agreenent.

(g) I'f a municipal corporation withdraws from a rnunici pal cooperative
heal th benefit plan operating under a certificate of authority, the
governi ng board shall, in accordance with the rmrunicipal cooperation
agreenent, determ ne the amount, if any, of the plan's reserve funds
attributable to such nunicipal corporation, after considering all plan
liabilities, and di spose of such anmount in the manner provided in the
muni ci pal cooperati on agreenent.



