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RULE IV:

E. CLASSIFICATION PROCEDURE

1. Object of Classification Procedure

The object of the classification procedure isto assign the one basic classification which best describes
the business of the employer within the state. Subject to certain exceptions described in this Rule,
each classification includes all the various types of labor found in abusiness. It isthe businessthat is
classified, not the individual employments, occupations or operations within the business.
Classifications shall be assigned as provide below.

2. Business Not Described by a Manual Classification

If there is no classification which describes the business, the classification which most closely
describes the business shall be assigned. Refer to Section (G)(2) of this Rule.

3. Assignment of Additional Basic Classification

Some businesses may conduct more than one operation that may be subject to an additional
classification. The term “operation” for this Rule also means activity, enterprise, process, secondary
business, or undertaking, either in singular or plural form. More than one classification shall be
assigned to an employer’ s operationsif conditions shown in (a), (b) or (c) below exist.

a. The employer’s principal businessis described by a basic classification that requires certain
operations to be separately rated
b. The employer is engaged in conducting one or more of the following operations:

I. Construction or erection

ii. Farming

iii. Mercantile business

Iv. Temporary labor services

v. Professional Employment Organization (PEO)

Refer to Section (E)(7)(10) and (11) of this Rule for conditions under which additional basic
classifications may be assigned to these operations.

The employer conducts more than one operation in New Y ork State or conducts an operation(s)
that is not ordinarily contemplated by the classification applicable to the employer’s principal
business operations. The principal business is the business with the greatest amount of payroll,
excluding standard exception or general exclusion operations. An additional classification may
only be assigned if all the following conditions are met:

i. Operations conducted are not inclusive under the classification wording of the principal
operation.



ii. Operations conducted are not ageneral inclusion. Refer to Section (B)(3)(a)(i) through
(xiii) of thisRule.
iii. Assignment of the separate classification is not prohibited by the wording of the
classification or any other classification assigned to the policy.
Iv. Separate payroll records are maintained for each business.
v. Each businessis physically segregated, having employees who do not interchange
between the operations of each business.
vi. The additional operation must be able to exist as a separate business if the employer’s
principal operation ceased to exist.

If al the above conditions do not exist:

Any employees who interchange shall be assigned to the classification applicable to the
principal businessif the classification for the principal business carries a carrier approved rate
which isthe same or higher than that of the classification of the secondary business.

The secondary business shall be assigned to the classification which describes that business if
such classification carries a carrier approved rate higher than that applicable to the principal
business.

Policies with more than one classification may involve employees working in connection with
severa classifications. Payroll assignment for such employeesis subject to Section (F) of this
Rule.

. Classifications Limited to Separ ate Businesses

Separate and distinct business means an additional operation of the employer that is not included in
the basic classification on the policy.

The assignment of certain classificationsislimited by their classification notes to separate and distinct
businesses. The notes describe an operation which is frequently an integral part of a business
described by another classification.

. Standard Exception and General Exclusion Oper ations

Standard Exception and General Exclusion operations shall be separately classified unless specifically
included in a classification assigned to the business. Classifications for standard exception and
general exclusion operations apply even if the basic classification includes phrases such as “all
employees’ or “all operations.”

. Business Described by a Standard Exception Classification

If the principal business is described by a standard exception classification, the operations of all
employees not included in the definition of the standard exception classification shall be assigned to
the basic classification which most closely describes their operations per location.

. Construction or Erection Operations

Each distinct type of construction or erection operation at ajob or location shall be assigned to the
classification which specifically describes such operation provided separate payroll records are
maintained for each operation.

Any such operation for which separate payroll records are not maintained shall be assigned to the
carrier’ s highest rated classification with the carrier’ s highest approved rate which applies to the job or
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location where the operation is performed.

A separate construction or erection classification shall not be assigned to any operation which is
within the scope of another classification assigned to such job or location.

The construction or installation of temporary facilities, such as equipment storage yards, shall be
assigned to the governing classification of the job. The construction of temporary buildings such as
contractors' offices, restaurant buildings, and bunk houses, at the site of a construction project shall be
assigned to the appropriate manual classifications describing such work. A separate classification
shall not be allowed for any operation performed in a shop established in connection with a
construction or erection job. The shop operations shall be assigned to the construction or erection
classification in connection with which such shop operations are performed. 1f more than one
classification isinvolved, assign the one classification carrying the greatest amount of payroll.

Manufacturing and/or Assembling

The manufacturing and/or assembling of a product involves the fabrication of afinished product
from raw materials and/or parts purchased from others or manufactured by the employer.
Manufacturing and assembly processes shall be assigned to the appropriate manufacturing
classification of the finished product. The subsequent assembly of products manufactured by the
same employer isincluded under the appropriate manufacturing classification and not separately rated
unless specifically directed by the classification wording.

Employers engaged only in assembling parts that are manufactured by others, and require finishing
operations such as, gluing, bolting, soldering, welding, or interlocking pieces by hand or machine,
shall be assigned to the classification that would normally apply to the manufacturing of the finished
product.

Repair Operations

Risks having shop operations that involve the repair of products for others, for which there is no repair
classification, are to be assigned to the classification that applies to the manufacture of the products,
unless such repair work is specifically referred to by another classification phraseol ogy, footnote, or
definition in this Manual.

M er cantile Business

A mercantile businessis defined as any store or dealer engaged in the sale of purchased goods or
merchandise.

The assignment of a classification to a mercantile business is based upon the type of merchandise sold
and whether the operations are wholesale or retail.

The following definitions and instructions are to be observed in determining the appropriate
mercantile classification:

Type of Product Sold

If astore sells several types of merchandise, each of which may be subject to a different classification,
the store is to be assigned on the basis of the principal category of merchandise sold. Theterm “
principal” or “principally” means more than 50% of the gross receipts.

Please note the following:
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o If astore sells several types of merchandise, none of which are more than 50% of the gross
receipts, the store classification that describes the majority of the type of merchandise sold is
assigned.

o If astore sells severa types of merchandise, each of which may be subject to adifferent
classification, and the percentage of items sold is not kept, the store classification producing the
carrier’ s highest approved rate is assigned.

L ocation
Only one store or dealer classification can be applied to a single location, except for lumber yards.
Retail v. Wholesale

Theterm “retail” appliesto the sale of merchandise to individual customers for their personal use
only. Saesaretypically madein store-type premises where clerks assist customersin selecting
displayed merchandise after which the goods are paid for and usually taken from the store by the
customers themselves. Retail sales are also made in self-service stores. Retail sales do not include
shipping and packing.

The term “wholesale” appliesto al other types of sales.
Wholesale transactions include:

a. Salesto othersfor resale.
b. Saesof raw materias, supplies, or partsto builders, contractors, commercial or industrial firms,
repair shops, institutions, schools, municipalities, or others for usein their operations.

C.
Sales made by firms that conduct sales viamail order, catalog, or the Internet provided that

handling or shipping of the actual merchandise to the customer is involved and regardless of
whether the sales are made on aretail or wholesale basis. Packaging merchandise by specialist
contractors shall be assigned to the appropriate wholesal e store classification depending upon
the principal type of merchandise being packaged.

If no merchandiseis handled or shipped by the insured from the same or from another location
and the orders to involve written responses only, Code 8810 “Clerical Office Employees’ shall

apply.

Sales conducted in a salesroom or showroom from samples or catalogs, where no merchandise
is manufactured, handled or shipped by the insured from the same location, shall be assigned to
Code 8747 “ Showroom Salespersons.”

d. Therental of genera merchandise shall be assigned to the appropriate store or dealer
classification asif they were sold.

A “wholesale’ classification code does not apply to manufacturers for the distribution of their own
manufactured products; this activity is considered incidental to the manufacture of the product.

Farms

For the purpose of the application of farm classifications, afarm is defined as any parcel(s) of land
used for the purpose of agriculture, horticulture, viticulture, dairying, or stock or poultry raising as a
business or commercial venture.

Recycling
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Risks engaged in collecting, sorting, handling and weighing recyclable materials, for the purpose of
reselling such materials to others, shall be assigned to the appropriate second-hand deal er
classification or to the appropriate store classification.

When arisk uses recycled materials, as raw materials, to manufacture a new product, the appropriate
classification that applies to the manufacturing of such product shall be assigned unless such
operation is specifically designated to be assigned to another classification contained in this Manual.

Professional Employer Organization, Leasing Firms, Labor Contractors, and Temporary L abor
Firms

Workers assigned to clients shall be classified to the same classification as if the workers were direct
employees of the client.
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