8§ 6705. Relevant criteria. (a) In applying this article, the
superintendent shall consider the provisions of paragraph (3) of
subsection (c) of section 501 of the Internal Revenue Code and
subsection (n) of section 501 of the Internal Revenue Code.

(b) Notwi t hstandi ng any ot her provision of law, a nonprofit
property/ casualty insurance conpany shall

(1) be operated solely to insure risks of its nmenbers.

(2) directly provide information to its nenbers with respect to | oss
control and risk managenent.

(3) obtain at least one mllion dollars in startup capital from
nonmenber charitabl e organi zati ons. Such startup capital nay take the
form of subventions as authorized pursuant to section five hundred four
of the not-for-profit corporation | aw or advancenents or borrow ngs as
aut hori zed pursuant to section one thousand three hundred seven of this
chapter. Startup capital nay be used to satisfy the financi al
requirenents contained in this chapter applicable to a nonprofit
property/ casualty insurance conpany only to the extent the
superintendent determnes that it conplies with such requirenents.
Subventions will qualify as advancenents or borrow ngs authorized
pursuant to section one thousand three hundred seven of this chapter
only if they neet the requirenments of advancenents or borrow ngs
aut hori zed pursuant to such section.

(4) be controlled by a board of directors elected by the nenbers of
the nonprofit property/casualty insurance conpany.

(5) require, inits organizational docunents that:

(A) each nenber of such nonprofit property/casualty insurance conpany
shall at all tinmes be an organi zati on described in paragraph (3) of
subsection (c) of section 501 of the Internal Revenue Code and exenpt
fromtax under subsection (a) of section 501 of the Internal Revenue
Code.

(B) any nenber which receives a final determination that it no |onger
qualifies as an organi zati on described in paragraph (3) of subsection
(c) of section 501 of the Internal Revenue Code shall imediately notify
the nonprofit property/casualty insurance conpany of such determ nation
and the effective date of such determ nation.

(C) each policy of insurance issued by the nonprofit property/casualty
i nsurance conpany shall provide that such policy will not cover the



insured with respect to events occurring after the date such final
determ nation was issued to the insured.

(c) A nonprofit property/casualty insurance conpany shall:

(1) not refuse to issue, renew or cancel a policy of any insurable
nonprofit organi zati on based sol ely on geographic | ocation,

(2) not refuse to wite coverages afforded by such insurer for any
i nsurabl e nonprofit organization in accordance with subsection (d) of
this section,

(3) establish and pronote a risk nmanagenent program anong its nenbers
to identify and reduce risks by inplenentation of |oss control, safety
prograns and ot her methods of risk nanagenent,

(4) establish equitable risk classifications for all types of
nonprofit organizations, and

(5) establish recordkeepi ng and reporting procedures.

(d) A nonprofit property/casualty insurance conpany shall, subject to
regul atory standards, offer to provide coverage follow ng application by
an eligible nonprofit organi zation, provided that the nonprofit
or gani zati on has not:

(1) violated applicable | aws, regul ations and rul es;

(2) been involved in financial, managenent or operational acts,
om ssions or conditions that substantially and naterially increase the
hazards to the nonprofit insurer, its solvency, its policyholders, its
creditors, or the public;

(3) engaged in fraud or material m srepresentation;

(4) refused to cooperate with reasonabl e ri sk managenent in accordance
wi th risk managenent standards, approved by the nonprofit insurer's
board of directors, for the purpose of protecting the nonprofit
organi zation itself and all participating nonprofit organizations
i nsured by the nonprofit insurer; or

(5) violated such other standards of insurability as the nonprofit
insurer's board of directors and the superintendent nmay approve.

The nonprofit property/casualty insurance conpany, in any instance of
declination of coverage, shall informthe nonprofit organization and the
superintendent of the reasons for such declination.



