§ 2313. Rate service organization; defined. (a) In this article, "rate
service organi zation" means a person or any other entity which nakes or
files rates as permitted by this article, or which assists insurers in
rate making or filing by collecting, conpiling and furnishing | oss or
expense statistics, or by recomending rates or rate infornmation, or
whi ch inspects risks, tests appliances, fornulates rules or establishes
standards, as such activities relate to rate naking or to adm nistration
of rates. It shall include a person or entity which prepares and files
policy fornms and endorsenents on behalf of insurers. It shall not
include a joint underwiting association under section two thousand
three hundred seventeen of this article, or any enpl oyee of an insurer,
or in the case of insurers under common control or nanagement an
enpl oyee of any such insurer or their manager, nor shall it include
actuaries, certified public accountants, attorneys or other
prof essionals who in their respective vocations nmay advise insurers on
rate questions.

(b) Except as provided in subsection (j) hereof, no insurer shal
utilize the services of a rate service organi zation unless the
organi zati on has obtained a |license as provided by this section.

(c) No rate service organi zation shall refuse to supply any services
which it is permtted to render in this state to any insurer authorized
to do business in this state and offering to pay the fair and usual
conpensation for the services.

(d) A rate service organization applying for a |license as required by
subsection (b) hereof shall include with its application:

(1) a copy of its constitution, charter, articles of organization,
agreenent, association or corporation, and a copy of its by-laws, plan
of operation and any other rules or regul ati ons governi ng the conduct of
its business;

(2) alist of its nenbers and its subscribers;

(3) the nanme and address of one or nore residents of this state upon
whom noti ces, process affecting it or orders of the superintendent may
be served;

(4) where appropriate a statenent indicating one or nore kinds of
i nsurance, or classes of risks, or any part or conbination of the
foregoing, for which it seeks to obtain a |license;

(5) a statenment showing its technical qualifications for acting in the



capacity for which it seeks a license; and

(6) any other relevant information and docunents that the
superi ntendent may require.

(e) The officers, nenbers of the governing board or comrittee, and
ot her persons in control of a corporation or of an unincorporated
associ ation, for the tine being, and each partner of a partnershinp,
shall be held individually responsible for knowi ngly violating any
provisions of this article applicable to such corporation, association
or partnership as a rate service organi zation

(f) Every organi zation which has applied for a |icense pursuant to
subsection (d) hereof shall thereafter pronptly notify the
superintendent of every material change in the facts or in the docunents
as filed.

(g) If the superintendent finds that the applicant and the natural
persons through whomit acts are conpetent, trustworthy, and technically
qualified to provide the services proposed, and that all requirenments of
| aw are met, he shall issue a |license specifying the authorized activity
of the applicant.

(h) Licenses issued pursuant to this section shall remain in effect
until the licensee withdraws fromthe state or until the license is
suspended or revoked.

(i) Any anendnment to a docunent filed pursuant to paragraph one of
subsection (d) hereof shall be filed at least thirty days before it
becones effective. Failure to conply shall be a ground for revocation of
the |license granted pursuant to subsection (h) hereof.

(j) A rate service organi zati on which does not nake or file rates, as
permtted by this article, is not required to obtain a |icense under
this section but no insurer shall utilize the services of such a rate
service organi zation unless the organization has filed with the
superintendent the information and docunents prescribed in subsection
(d) hereof and shall thereafter pronptly notify the superintendent of
every material change in the information or docunents. The
superintendent may order any insurer or rate service organization found
to be in violation of this subsection to discontinue such violation.

(k) If, after a hearing, the superintendent finds that the furnishing
of such information or assistance by a rate service organi zati on subj ect
to subsection (j) hereof involves any act or practice which is unfair or



unr easonabl e or otherw se inconsistent with the provisions of this
article, he nmay issue a witten order specifying in what respects the
act or practice is unfair or unreasonable or otherw se inconsistent with
the provisions of this article, and requiring the discontinuance of the
act or practice.

(1) No rate service organi zation shall directly or indirectly require
t he paynent of any licensing, registration or nenbership fee by any
broker, as such, who is |icensed under this chapter; nor shall any rate
service organi zation or any other association or bureau refuse to do
busi ness with, or prohibit or prevent the paynent of conm ssions to, any
person |icensed as an insurance broker under this chapter.

(m No rate service organi zation shall adopt any rule, the effect of
whi ch woul d be to prohibit or regulate the paynent of dividends to
pol i cyhol ders.

(n) A rate service organi zation may subscribe for or purchase
actuarial, technical or other services, and such services shall be
avail able to all nenbers and subscribers w thout discrimnation.

(o) Cooperation anong rate service organi zati ons or anong rate service
organi zations and insurers in rate making or in other matters within the
scope of this article is hereby authorized, provided the filing
resulting fromsuch cooperation is subject to all the provisions of this
article which are applicable to filings generally. The superintendent
may review such cooperative activities and practices and if, after a
heari ng, he finds that any such activity or practice is unfair or
unr easonabl e or otherw se inconsistent with this article, he may issue
an order specifying in what respects such activity or practice is unfair
or unreasonabl e or otherw se inconsistent with this article, and
requiring the discontinuance of such activity or practice.

(p) A rate service organi zation which pursuant to subsection (j)
hereof is not required to obtain a license is expressly prohibited from
using or permtting the use of the phrase "supervised by the departnent
of financial services of the state of New York" or any conparable
phrase, or one which is likely to create the inpression that such
organi zation is supervised or subject to supervision by it.

(q) Any rate service organi zation may provide for the exam nation of
policies, daily reports, binders, renewal certificates, endorsenents, or
the cancell ation thereof, and nay nmake reasonabl e rul es governing their



submi ssion. Such rules shall contain a provision that in the event an

i nsurer does not within sixty days furnish satisfactory evidence to the
rate service organi zation of the correction of any error or om ssion
previously called to its attention by the rate service organization, it
shall be the duty of the rate service organization to notify the
superintendent. Al information so submtted for exam nation shall be
confidenti al.

(r) Arate service organization licensed pursuant to this section
which files rates, rating plans or other statistical information
pursuant to paragraph one of subsection (b) of section two thousand
three hundred five of this article or otherwise relating to or in
support of coverages witten by its nenbers or subscribers pursuant to
par agraph fifteen of subsection (a) of section one thousand one hundred
thirteen of this chapter shall be subject to audit by the superintendent
by Decenber thirty-first, nineteen hundred ninety-seven and not | ess
t han once every three years thereafter. Such audit shall exam ne the
fi nances and operations of such rating organization and shall further
make reconmendations for actions to be taken by such rating organization
in furtherance of the findings of such audit. The superintendent shal
conplete an audit report no later than sixty days after the concl usion
of the audit period and shall submt such audit report to the governor
and the | egislature.

(s) Notwi thstandi ng any other provision of this article, no rate
service organization may file rates for workers' conpensation insurance
after February first, two thousand eight, but a rate service
organi zation may file |l oss costs or other statistical informtion,

i ncluding rating plans, until June second, two thousand ei ghteen.

Not wi t hst andi ng subsection (j) of this section, any such rate service
organi zati on shall nonetheless be required to be |icensed pursuant to
this section.

* (t) (1) The governing body of a workers' conpensation rate service
organi zati on shall be conprised of nine voting nenbers. Four nenbers
shall represent insurers authorized to wite workers' conpensation
insurance in this state, and shall be selected in such manner as is
determ ned by the nenbers of the rate service organi zati on. One nenber
of the governing body shall be a representative of the state insurance
fund. Each of the remaining four nenbers of the governing body shal



serve for a termof tw years and until his or her successor shall have
been appoi nted and approved, provided that the appointing entity
appoi nts a successor nenber within one hundred twenty days of the
expiration of the termof office, and shall not be enployed by, or serve
as an officer or director of, an insurer authorized to wite workers
conpensation insurance in this state, or any parent, subsidiary, or
affiliate thereof. One such nenber of the governing body shall be
appoi nted by the superintendent. The other three such nenbers shall be
appoi nted subject to the approval of the superintendent by the
followi ng: (A the workers' conpensation board; (B) the Business Counci
of New York State, Inc.; and (C) the American Federation of Labor -
Congress of Industrial Organizations of New York State. Any vacancy on
t he governing body shall be filled in the same manner as the initial
appoi ntment. The governi ng body shall select a chief executive officer
who shall serve at the pleasure of the governing body and whose terns
and conditions of enploynent shall be approved by the governing body. No
restriction in this subsection shall apply if conpliance is prevented by
the failure of any appointing authority to nake an appoi ntnment, or of
t he superintendent to approve such appoi nt nent.

(2) The governing body of a workers' conpensation rate service
organi zati on shall have charge of the general activities of the
organi zation, including control and supervision over its finances and
authority to establish budgets, approve assessnents and i npose fines on
menbers of the rate service organization.

(3) A workers' conpensation rate service organi zation shall have an
underwiting commttee and a nedical and clainms commttee, and such
ot her commttees as the governing body deens appropriate. The
underwiting commttee shall have the sane allocation of voting nenbers
as the workers' conpensation rate service organi zati on governi ng body,
and it shall be the responsibility of the underwiting commttee to
address matters with respect to policy fornms and endorsenents, | oss
costs, rating and statistical plans, payroll audits and other enpl oyer
related issues. It shall be the responsibility of the nmedical and clains
comrittee to study the administration of clains under the workers
conpensation |aw, and nedical, surgical and hospital care of injured
wor kers.

(4) A workers' conpensation rate service organi zation shall have an



actuarial conmittee. It shall be the responsibility of the actuari al
commttee to review nmethodol ogy and data coll ection processes used to
devel op | oss costs. The Anerican Federation of Labor - Congress of

I ndustrial Organizations of New York State and the Busi ness Council of
New York State, Inc. shall together appoint one independent casualty
actuary who is a fellow or associate of the casualty actuarial society
to serve as a nmenber of the actuarial commttee. The appoi ntnment of such
actuary, and his or her conpensation and ternms and conditions of
retention, shall be subject to the approval of the superintendent as
reasonabl e and customary for such professional. The actuary shall be
pai d by the workers' conpensation rate service organi zation. Such
actuary shall have the sane access to the workers' conpensation rate
service organi zation data and docunents as the other nmenbers of that
commttee. The governi ng body of a workers' conpensation rate service
organi zation shall select a chief actuary of the actuarial commttee,
who shall serve at the pleasure of the governing body and whose terns
and conditions of enploynent shall be approved by the governing body.
The public actuary shall issue a report on or before June first, two

t housand ei ghteen and each of the next ten years, indicating the overal
savings in the workers' conpensation systemas a result of the two

t housand sevent een reforns.

(5) A workers' conpensation rate service organi zation shall assess
insurers that wite workers' conpensation coverage in New York state for
expenses it incurs in its operation. Nothing in this paragraph shal
prevent a workers' conpensation rate service organization fromal so
obtai ning funds from any other source.

(6) A workers' conpensation rate service organization shall retain al
data used to calculate rates, class relativities, and experience
nodi fications, as well as all data underlying any | oss cost or other
filing made with the departnment, and any other data the superintendent
may direct, for such period of tine as the superintendent shall direct.
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