8§ 6613. Limtation of expenses; co-operative property/casualty
i nsurance conpani es. (a) The expenses of managenent of any co-operative
property/ casualty insurance conpany shall not exceed in any one cal endar
year forty-two and one-half percent of its net premuns witten for such
year. The term"net premuns witten" nmeans direct premiunms witten plus
rei nsurance assuned | ess return prem uns and rei nsurance ceded. In the
event expenses incurred in nmaking a new system upgrade result in this
subsection's managenent expenses limt being exceeded, then the insurer
shall informthe superintendent sixty days in advance of the expense
limt being exceeded. Subject to approval by the superintendent, the
limt shall be tenporarily raised to the anbunt necessary to encompass
t he af orestated new system upgrade, provided that in no event shall the
limt be raised nore than five percentage points and shall not be in
effect for nore than three years, and provided further that an insurer
may submt to the superintendent, for the superintendent's prior
approval, a witten request to tenporarily raise the limt for up to an
additional three years, for a total of no nore than six years. An
i nsurer shall submt such witten request to the superintendent at |east
si xty days but not nore than one hundred twenty days before the
expiration of the initial period during which the limt was raised. The
i nsurer shall not increase prem uns solely as a result of the nanagenent
expenses cap limt being exceeded. For purposes of this subsection, a
new system upgrade is defined as the acquisition of electronic data
processi ng apparatus and rel ated equi pnent constituting a data
processi ng, record keeping or accounting system and operating and
non- oper ati ng software.

(b) Managenent expenses shall include all the expenses of such
conpany, except expenses incurred in the investigation, adjustnent and
settlenment of clains, taxes, fees, expenses of exam nation, and taxes,
repairs, and expenses on real estate.

(c) This section shall not apply to any assessnent corporation which
is limted to the business permtted under subsection (a) of section six
t housand six hundred five of this article. Furthernore, the
superintendent may grant an annual exenption from conpliance with the
provi si ons of subsection (a) of this section to any co-operative
property/ casualty insurance conpany which, in the next preceding
cal endar year, had net premuns witten of |ess than three mllion



dollars. A witten application for such an exenption nust be submtted
by the first day of June in the year for which the exenption is

request ed and shall contain such information as is deenmed necessary by
t he superi nt endent.



