8§ 6106. Subscriber's agreement. (a) (1) Every subscriber of an
aut hori zed reciprocal insurer shall have executed a subscriber's
agreenent, and every subscriber executing such a subscriber's agreenent
containing a provision for contingent liability of subscribers shal
execute and duly acknow edge the sanme, in a manner sufficient for the
acknow edgnent of conveyances of real property to be recorded in the
state in which such subscriber is domciled.

(2) Every subscriber's agreenent shall be identical in terns, except
as to the date and the nanme and address of the subscriber, with al
ot her subscriber's agreenents currently in force and effect with al
ot her subscribers of such reciprocal insurers. However, in the case of
any reciprocal insurer authorized pursuant to section six thousand one
hundred eight of this article to issue non-assessabl e policies or
agreenents, or having a corporate attorney-in-fact wholly owned by the
subscri bers at such reciprocal insurer, the acceptance of a policy or
bi nder of insurance containing the subscriber's agreenent printed at the
end of the standard policy provisions or the binder, as the case nay be,
preceded by the words printed upon the policy or binder:

"The acceptance of this policy or binder shall constitute

that insured designated therein is a subscriber of the

reci procal insurer and shall constitute the execution and

delivery by the insured of the subscriber's agreenent which

i's appended to this policy or binder, and hereby made a part

t hereof ",
shall constitute the execution and delivery of said subscriber's
agreenent by that insured as fully and to the sane extent as though said
agreenent had been signed and acknow edged by that insured.

(3) Every such subscriber's agreenent shall contain in substance the
fol |l owi ng provisions:

(A) A designation and appoi ntnent of the attorney-in-fact to act for
and bind the subscriber in all transactions relating to or arising out
of the operations of such reciprocal insurer, subject to such
limtations as may be |awfully provided.

(B) An agreenent that service of summobns or other |egal process on the
attorney-in-fact or on any other person appointed by the
attorney-in-fact to receive such process, shall, in any action, suit or
proceedi ng arising out of any contract, agreenent or transaction of such



reci procal insurer, be equivalent to personal service of such summons or
ot her |l egal process on each and every subscri ber.

(C© Unless the reciprocal insurer is authorized to issue
non- assessabl e policies under section six thousand one hundred ei ght of
this article an agreenent for the contingent liability of the
subscri ber, which shall state that such subscriber agrees to pay on
dermand such subscriber's proportionate share of any assessnent |awfully
ordered or levied by the advisory conmttee or by the superintendent
under article seventy-four of this chapter.

(D) A provision that there shall be an annual neeting of the
subscri bers, in person or by proxy, at a tine and place to be determ ned
i n accordance with such agreenent, of which each subscriber shall be
duly notified and at which each subscriber shall have power to vote in
person or by proxy for all nenbers of the advisory conmttee to be
chosen or appointed at such tine, except that in the case of a foreign
reci procal insurer, the superintendent may pernmit a nodification of such
provi sion provided that he is satisfied that the interests of the
subscri bers are properly protected.

(E) A provision specifying the powers and duties of the advisory
commttee, which shall include the power and duty to regulate the
conpensati on, powers and duties of the attorney-in-fact, if not
specifically provided in the subscriber's agreenent, and shall also
i nclude the power to nmake regul ations for the effective control and
custody of the funds and investnments of the reciprocal insurer. In
addition, the advisory conmttee of a municipal reciprocal insurer shal
establish procedures to prevent any conflicts of interest between the
attorney-in-fact and such insurer. Such procedures shall be submtted to
and approved by the superintendent, who shall al so approve the
attorney-in-fact for a nunicipal reciprocal insurer.

(F) Provisions setting forth the rights, privileges and obligations of
t he subscriber as an underwriter, and as a policyhol der subject to the
terms of insurance contracts required or permtted by law to be issued.

(G Ceneral provisions relating to the operations of the reciproca
i nsurer, including the subscriber's operating reserve requirenents,
regul ations for the return of savings or dividends, for wthdrawal s and
refunds and such other matters as may be necessary to maintain the
operation of such reciprocal insurer in conpliance with the provisions



of this chapter. In the case of a nunicipal reciprocal insurer, such
agreenent shall include procedures to: (i) establish and pronote | oss
control, safety prograns and ot her nethods of risk managenent; (ii)
establish equitable risk classifications; and (iii) establish uniform
recor dkeepi ng and reporting procedures.

(4) The follow ng provisions shall be contained in either the
subscri ber's agreenent or a separate managenent agreenent between the
attorney-in-fact and the advisory conmttee or the attorney-in-fact and
any person to which its functions have been del egated after approval of
t he advi sory conmittee:

(A) A provision that the attorney-in-fact shall provide witten
notification of, and make all necessary arrangenents as provided in the
subscri ber's agreenent, for the election, in person or by proxy, of the
menbers of the advisory commttee. The cost of notification, ballot, or
proxy for any neeting of the advisory conmttee and for any neeting
whi ch may be called for the election shall be incurred by the
reci procal .

(B) A provision that the attorney-in-fact shall provide witten
notification to the nenbers of the advisory conmttee of not |ess than
ten days for any regular neeting or five days for any special neeting
call ed pursuant to subsection (k) of section six thousand one hundred
five of this article. The cost of such notification shall be incurred by
t he reciprocal .

(C© A provision that the advisory conmttee nay, upon a vote of a
majority of its nmenbers at any regular or special neeting thereof and
upon witten notice to the superintendent and the attorney-in-fact,
reconmend term nation of the attorney-in-fact for a stated cause and
appoi ntment of a new attorney-in-fact, subject to the provisions of any
managenent agreenent approved by the superintendent. Term nation of the
attorney-in-fact shall require the approval of a two-thirds majority of
t he subscribers present in person or by proxy at a special neeting
called for that purpose. The attorney-in-fact shall provide by nail not
|l ess than thirty days prior witten notification of such neeting to al
subscribers. The mailing of notification shall include the
reconmendati on of term nation and repl acenent as prepared by the
advi sory committee, and any other appropriate docunents submitted by the
attorney-in-fact. A copy of all docunents nailed and certification of



their mailing to all subscribers shall be provided to all menbers of the
advi sory committee. The cost of notification and proxy for any such
nmeeting shall be incurred by the reciprocal. For reciprocals with | ess
than two thousand five hundred subscribers, at |east twenty-five percent
of all subscribers shall be required to constitute a quorum For al

ot her reciprocals, the greater of twenty-five hundred subscribers or
five percent of all subscribers shall constitute a quorum

(D) A provision that the attorney-in-fact shall cause all assets of
the reciprocal and its subscribers to be invested in accordance with
i nvest ment gui del i nes approved by the advisory comrittee and shall be
properly accounted for on the financial records of the reciprocal as
being held for or on behalf of the subscribers. Al cash assets of the
reci procal and its subscribers, not otherw se invested in short term
securities such as noney narket funds, covering policy obligations
arising out of policies issued or issued for delivery in the United
States shall be held in one or nore appropriately identified accounts in
banks that are nenbers of the federal reserve system These accounts
shall be drawn on by the attorney-in-fact, or by enpl oyees or
representatives of the reciprocal authorized by the attorney-in-fact for
all paynments on behal f of the reciprocal.

(E) A provision that if the attorney-in-fact is acting for nore than
one reciprocal, separate records and accounts shall be maintained for
each reciprocal.

(F) A provision that the attorney-in-fact nmay not assign its
responsibilities as detailed in the subscriber's agreenent in whole or
part or enter into managenent agreenents del egating its duties in whole
or part to another party without the prior approval of the advisory
commttee and the superintendent.

(G A provision that the attorney-in-fact shall establish and naintain
underwiting procedures and manuals, setting forth the rates and
conditions for the acceptance or rejection of risks.

(H A provision that the attorney-in-fact shall make a report to the
advi sory committee at each regular neeting of the comrttee on the
financial condition of the reciprocal and all material transactions
during the period since the | ast neeting.

(I') A provision that the attorney-in-fact shall annually provide to
each nmenber of the advisory conmttee:



(i) On or before March first of each year, a copy of the reciprocal's
annual statenent and the acconpanyi ng statenent of actuarial opinion
filed with the superintendent pursuant to section three hundred seven of
this chapter; and

(ii) On or before June first of each year, a copy of:

(I') The certified statenent filed with the superintendent pursuant to
subsection (f) of section six thousand one hundred five of this article;
and

(I'l) The certified annual statenent of the reciprocal filed with the
superi ntendent pursuant to section three hundred seven of this chapter.

(J) A provision specifying all fornms and anounts (or forrmulas to
determ ne the anmounts) of conpensation the attorney-in-fact will receive
for services rendered and, if all or part of the conpensation wll be
contingent upon the reciprocal's profits, a provision that such
conpensation shall not be paid until at |east five years after the
premuns on liability insurance are earned and at | east one year after
the prem uns are earned on any ot her kind of insurance and, in no event
shall the conpensation be paid until the adequacy of reserves on
out standi ng cl ai ns has been independently verified by the sane actuary
who opined on the |atest annual statenent filed with the superintendent
pursuant to section three hundred seven of this chapter.

(K) A provision that the independent certified public accountant who

wi |l prepare the annual report required by subsection (f) of section six
t housand one hundred five of this article and the independent actuary
who wi Il prepare the opinion acconpanying the annual statenent pursuant

to section three hundred seven of this chapter shall be selected by the
attorney-in-fact, subject to the approval of the advisory conmttee.

(L) A provision that the books, accounts and records of the reciprocal
shall be maintained by the attorney-in-fact to clearly and accurately
di scl ose the nature and details of all transactions including al
i nformati on necessary to determ ne that the conpensation received by, or
owing to, the attorney-in-fact is provided in a manner consistent with
t he subscriber's agreenent and any managenent agreenent. The books,
accounts and records of the reciprocal shall be the sole property of the
reci procal .

(M A provision that the attorney-in-fact shall conduct the affairs of
the reciprocal in accordance with the provisions of this chapter.



(b) (1) The subscriber's agreenent may contain such further provisions
as nmay be necessary or proper; but neither the subscriber's agreenent
nor the articles of association, if any, of an authorized reciprocal
i nsurer shall contain any provisions inconsistent with the provisions of
subsection (a) hereof.

(2) The superintendent may, if he finds it necessary to carry out the
purpose and intent of this article, by regulation prescribe additional
provi sions, not inconsistent with any law of this state, to be contai ned
in the subscriber's agreenent of reciprocal insurers.

(c) Every subscriber to a municipal reciprocal insurer shall agree to
participate in a risk nanagenent program established by the

attorney-in-fact. The attorney-in-fact of each insurer shall, with the
approval of the advisory conmttee, establish, pronote and rmanage a ri sk
managenent program anong the subscribers. Each program shall include

i dentifying and reducing risks through the inplenentation of |oss
control, safety prograns and ot her nmethods of risk nmanagenent. The
attorney-in-fact may enter into contracts with any person, firm or
corporation for services necessary to performand adm nister the risk
managenent programor to perform or adm nister other functions deened
necessary by the advisory commttee and approved by the superintendent.
An i ndividual subscriber may enter into contracts with any person, firm
or corporation for services necessary to performand adm ni ster any
function which that subscriber shall deem necessary.



