8§ 6109. Subscriber's operating reserve. (a) (1) Every subscriber of an
aut hori zed reciprocal insurer in which subscribers are subject to
contingent liability shall accumulate a mnimum operating reserve, to be
credited to such subscriber on the books and records of such reciprocal
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 anmount not
| ess than one quarter of such subscriber's underwiting earnings during
such peri od.

(2) Such accumul ation shall be nade so | ong as such subscriber's
operating reserve is |less than tw ce the anount of annual prem uns in
force.

(3) Notwithstanding the foregoing, the superintendent may, upon
application fromthe attorney-in-fact:

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

(B) permt the suspension of the accumul ati on of the operating reserve
for a fiscal year provided that those earnings are returned to the
subscri ber in accordance with subparagraph (B) of paragraph two of
subsection (c) of this section; or

(© in the case of a nunicipal reciprocal insurer, authorize the
return of any outstandi ng subscri ber operating reserve bal ance upon the
muni ci pal reciprocal insurer's denonstration that it will retain
sufficient surplus to support its obligations and witings.

(b) Any authorized reciprocal insurer may, pursuant to the terns of
t he subscriber's agreenent and to any action of its advisory conmttee
aut hori zed thereunder, require its subscribers to accunmul ate
subscri ber's operating reserves in excess of the mninmmspecified in
subsection (a) of this section and may 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 clai magainst
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 reciprocal
insurer in preference to any claimfor wthdrawal by a subscriber as
such.

(2) Any subscriber's operating reserve accurul ated by any such



reci procal insurer shall be maintained at all tines, except that:

(A) a subscriber may, upon withdrawal from nenbership and cancell ation
of all insurance contracts held by the subscriber in such insurer, and
after giving to the attorney-in-fact witten notice of w thdrawal at
| east sixty days in advance, w thdraw the anmount of the subscriber's
operating reserve | ess such surrender charges as nay be deducted
pursuant to the subscriber's agreenent; or

(B) where the superintendent has determ ned that the suspension of the
accurul ati on of the operating reserve would not be harnful to
pol i cyhol ders or the people of this state, the attorney-in-fact may, in
the fiscal year follow ng the year for which the suspension of the
accurul ati on of the operating reserve was authorized, return to each
subscri ber an anmount equal to the underwiting earnings that woul d have
ot herwi se been credited to the subscriber's operating reserve.

(3) No withdrawal shall be permtted after an order of I|iquidation of,
or the appointnent of a receiver or liquidating trustee for, any such
reci procal insurer or, notw thstanding any other provision of law to the
contrary, where there is an authorized control |evel event or a
mandatory control |evel event as defined in section thirteen hundred
twenty-four of this chapter.



