* 8§ 6102. Organization of donestic reciprocal insurers. (a)
Twenty-five or nore persons, firns and corporations, each having the
qualifications of subscribers as prescribed in this article, my
organi ze a reciprocal insurer to do any one or nore of the basic kinds
of insurance set forth in subsection (a) of section four thousand one
hundred one of this chapter or, in the alternative, twenty-five or nore
New York counties, towns, cities, villages, district corporations (as
defined in paragraph three of section 2.00 of the local finance |aw), or
school districts and boards of cooperative educational services, each
having the qualifications of subscribers as prescribed in this article,
may organi ze statew de nunici pal reciprocal insurers to provide any one
or nore of the basic kinds of insurance set forth in subsection (a) of
section four thousand one hundred one of this chapter, except workers
conpensati on and enpl oyers' liability, fidelity and surety other than
of ficial undertakings conditioned for the faithful performance of
official duties as referenced in section eleven of the public officers
| aw and required by rel ated provisions of the county, town, and vill age
|l aws, credit and marine and inland nmarine (except as authorized by the
provi si ons of paragraph two of subsection (b) of section four thousand
one hundred two of this chapter) insurance. Such an insurer shall be
call ed, for purposes of this chapter, a "nunicipal reciprocal insurer”
and shall be subject to all the provisions of this chapter applicable to
a reciprocal insurer, except where the context otherw se requires.
However, any reciprocal insurer authorized to do the business of
wor kers' conpensation insurance shall be deened to be a nutual carrier
wi thin the neaning of the definition of that termin section one hundred
six of the workers' conpensation |aw and shall be subject to the
provi sions of article six-A of such | aw.

(b) The original subscribers and the attorney-in-fact shall execute a
decl aration setting forth the foll ow ng:

(1) the nanme of such reciprocal insurer, which shall conformto the
provi si ons of subsection (g) of section one thousand one hundred two of
this chapter

(2) the location of the principal office of such reciprocal insurer,
whi ch shall be the same as the principal office of the attorney-in-fact
and shall at all tinmes be located in this state;

(3) the kind or kinds of insurance business intended to be done,



specified in terns of subsection (a) of section one thousand one hundred
thirteen of this chapter;

(4) the nanes and addresses of the subscribers so proposing to engage
i n such busi ness;

(5) the designation and appoi ntnent of an attorney-in-fact, which may
be a person, other than an individual, organized under the laws of this
state authorized by the superintendent to act as such for one or nore
reci procal insurers; and having its principal office in this state;

(6) the nanmes and addresses of the officers and directors of the
attorney-in-fact, if a corporation, or of its nmenbers, if a firm of
whom a majority shall be residents of this state or of contiguous
st at es;

(7) the designation of an advisory commttee, all of whose nenbers
shal | be subscribers or officers or directors of subscriber corporations
or nmenbers of subscriber firms, to act on behalf of the subscribers,

Wi th power to supervise and control the attorney-in-fact and to control
the investnents of the assets of the reciprocal insurer, and such other
powers as may be conferred by the articles of association and the
subscri ber's agreenent;

(8) a declaration (i) that all of the invested assets of such
reci procal insurer, except deposits held by state officials as required
by law, shall be held by and in the nane of such reciprocal insurer,
subject to the control of the advisory conmttee and to the provisions
of this chapter, and (ii) that all nonies paid to such reciprocal
i nsurer shall, after deducting any suns payable to the attorney-in-fact,
be held by such attorney-in-fact in the nane of the reciprocal insurer
for the uses specified in the subscriber's agreenent;

(9) an exact and conplete copy of the articles of association, if any,
and the subscriber's agreenent;

(10) the amount and kind of insurance for which each subscri ber
proposes to becone a policyhol der, and the prem um specified therefor;
and

(11) such other information as the superintendent may require.

(12) in the case of a municipal reciprocal insurer, a statenent
el ecting whether or not the insurer and the contracts of insurance it
i ssues will be subject to the provisions of article seventy-six of this
chapter. In the event that the municipal reciprocal insurer elects that



it and its contracts of insurance will not be subject to such article,

t hen every such contract and every subscriber's agreenent shall disclose
the | ack of coverage by the property/casualty insurance security fund,
the inapplicability of such article, and provide for an unlimted
contingent several liability for assessnment of the subscriber. The

el ecti on whether or not to be subject to the provisions of article
seventy-six of this chapter shall be irrevocable.

(c) Such declaration shall be subscribed and affirmed as true under
the penalties of perjury by each subscriber and by each nmenber of the
advi sory commttee, in the manner required for the acknow edgnent of
conveyances of real property to be recorded in this state, and shall be
filed in the office of the superintendent. Such articles of association
and subscriber's agreenent shall in all respects conformwth the
requirenents of this article.

(d) If the superintendent finds that such declaration, articles of
associ ati on and subscriber's agreenent are in conformty with |aw, that
t he subscribers, the attorney-in-fact and the advisory comrittee are
legally qualified, that each individual is a person of good repute and
t hat each subscri ber has a bona fide intention of effecting the anount
and kind of insurance therein specified, he may approve such decl aration
and notify the advisory comrittee to that effect; but neither the
reci procal insurer nor its attorney-in-fact shall be authorized to do an
i nsurance business until such reciprocal insurer has obtained a |license
as hereinafter provided.

(e) I'f within one year thereafter the superintendent finds, after such
i nvestigation and exam nation as he may see fit to make, that each
subscri ber has deposited in cash with the attorney-in-fact an anount at
| east equal to the premium specified in such declaration, and that a
fund, at |east equal to the amount of surplus to policyhol ders required
by paragraph one of subsection (a) of section four thousand one hundred
three of this chapter for a newly organi zed donestic stock
property/ casualty insurance conpany doing the sanme kind or kinds of
i nsurance busi ness, has been advanced by the subscribers as an initial
surplus to policyholders, and is in the possession of the
attorney-in-fact or invested subject to the control of the advisory
commttee, and that other requirenents of this chapter applicable to
such reciprocal insurer have been conplied with, he nay issue to such



reci procal insurer a license to do business. Thereafter, every such
reci procal insurer shall maintain a surplus to policyhol ders at | east
equal to the anopunt of surplus to policyholders required to be

mai nt ai ned by such paragraph.

(f) The original subscribers and the attorney-in-fact shall be jointly
and severally liable for the expenses of organization in the event that
such reciprocal insurer does not conply with all the requirenents for a
i cense, and obtain a license, to do an insurance business wthin one
year after the filing of the declaration as specified in subsection (b)
hereof. I n such event the superintendent may nmaintain a proceedi ng under
article seventy-four of this chapter to |iquidate and di ssol ve such
reci procal insurer.

(g) (1) Alicensed reciprocal insurer nay be |licensed to do non-basic
ki nds of insurance as set forth in subsection (b) of section four
t housand one hundred one of this chapter, subject to the requirenents of
subsection (b) of section four thousand one hundred two of this chapter,
except that a nunicipal reciprocal insurer nay not be |icensed to do
acci dent and health, non-cancellable disability, nmarine protection and
i ndemni ty, and residual val ue insurance.

(2) It shall also have an initial surplus to policyholders at | east
equal to the anount required by paragraph one of subsection (a) of
section four thousand one hundred three of this chapter for the
organi zati on of a stock property/casualty insurance conpany doing the
sanme kinds of insurance and shall thereafter naintain a surplus to
pol i cyhol ders at | east equal to the amobunt required to be maintained by
such paragraph for a simlarly licensed stock property/casualty
i nsurance conpany.

(h) A licensed reciprocal insurer may be |licensed (except with respect
to the kinds of insurance defined respectively in the follow ng
par agr aphs of subsection (a) of section one thousand one hundred
thirteen of this chapter: life insurance (1), annuities (2) and title
i nsurance (18)) to (i) reinsure risks of every kind or description, and
(ii) insure property or risks of every kind or description |ocated or
resident outside of the United States, its territories and possessions,
provi ded such insurer nmaintains a surplus to policyhol ders of at |east
thirty-five mllion dollars. The provisions of this subsection shall not
apply to a municipal reciprocal insurer.



(i) The financial requirenents of subsections (e) and (g) hereof shal
be reduced by fifty percent for a reciprocal insurer initially licensed
to do business in this state prior to July first, nineteen hundred
ei ghty-two. Such reduction shall not apply to the specified financi al
requirenents in order to wite paragraph twenty-two, twenty-four or
twenty-six of subsection (a) of section one thousand one hundred
thirteen of this chapter.

(j) A rmunicipal reciprocal insurer shall:

(1) conmply with all applicable provisions of this chapter;

(2) conply with such additional standards as the superintendent may by
regul ati on prescri be;

(3) not refuse to issue, renew or cancel a policy for any eligible,

i nsurabl e risk based solely on geographical |ocation;

(4) not refuse to wite coverages afforded by such insurer for any
eligible risk in accordance with standards of insurability filed with
and approved by the superintendent; and

(5) establish and pronote a risk nmanagenent program anong subscri bers
to identify and reduce risks by inplenentation of |oss control, safety
prograns and ot her methods of risk nanagenent.

(k) Wth respect to a mnunicipal reciprocal insurer, the anmount of the
initial surplus to policyholders required by the provisions of
subsection (e) of this section, in order for such an insurer to obtain a
| icense to do business, nay be collected fromthe subscribers as
follows: within one year fromthe date a |icense to do busi ness was
granted twenty percent shall be so collected, within two years from such
date forty percent shall be so collected, within three years from such
date sixty percent shall be so collected, within four years from such
date eighty percent shall be so collected, and within five years from
such date one hundred percent shall be so collected. The anmount of
surplus to policyholders to be maintained by such an insurer during such
five year period shall be the anmount collected from subscribers pursuant
to the schedule contained in this subsection.

* SPECI AL NOTE. - - Not wi t hst andi ng that Chapter 585 of the Laws of 1984:

Bill sections 2, 3, 5, 6, 7, and 9 of such chapter amend provisions of
the former Insurance Law that are not possible to juxtapose at this tine
due to the highly technical nature of such changes and will need future



corrective legislation to inplement such provisions into the new
I nsurance Law as enacted by such Chapter 367 of the Laws of 1984.



