AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-010 Preamble and authority. These rules governing
local government and nonprofit self-insurance transactions are
adopted by the state risk manager to implement chapter 48.62 RCW
relating to the management and operations of both individual and
joint local government ( (heatrthrand—wetfarebenefit—and)) property
and liability self-insurance programs and nonprofit property and
liability self-insurance programs.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-020 Definitions. (1) "Actuary" means any person
who 1is ((kiuo.lj_fj_cd trcte WAL 2 84—65—066 o LJJ_UVJ'_dc goctuartat
services)) a fellow of the Casualty Actuarial Society and a member
of the American Academy of Actuaries.

(2) "Assessment" means the moneys paid by the members to a
joint self-insurance program.
(3) ((“Bemefictary’ mea
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4))) "Broker of record" means the insurance producer licensed
in the state of Washington who, through a contractual agreement
with the joint self-insurance program, procures insurance on behalf
of the joint self-insurance program.

(4) "Case reserves" means the total of all claims and claims
adjustment expenses for covered events which have occurred and have
been reported to the joint and individual self-insurance programs
as of the date of the financial statement. Case reserves include
an estimate for each reported claim based on the undiscounted jury
verdict value of said claim.

(5) "Claim adjustment expense" means expenses, other than
claim payments, 1incurred 1in the course of 1investigating and
settling claims.

((€5r)) (6) "Claim" means a demand for payment for damages or
policy benefit because of the occurrence of an event ((suvch—as+
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€6))) that includes, but is not limited to, the destruction or
damage of property or reputation, bodily injury or death and
alleged civil rights wviolations.

(7) "Claims auditor" means a person who has the following
gualifications:

(a) A minimum of five vears in claims management and
investigative experience;

(b) A minimum of three vears of experience in auditing the
same manner of claims filed against the program being audited;

(c) Proof of professional liability insurance; and

(d) Provides a statement that the auditor is independent from
the program being audited, its vendors, insurers, brokers, and
third-party administrators.

l&)_ "Competitive process" means a ((documented—format process
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8)y)) formal sealed, electronic, or web-based bid procedure
used for all nonclaims related purchases for goods and services
over fifty thousand dollars. For purchases between five thousand

dollars and fifty thousand dollars, competitive process means
gquotations obtained from at least three vendors by telephone or
written guotations, or both, and supported by evidence of
competition. Purchases up to five thousand dollars are exempt from
competitive bids providing procurement 1is based on obtaining
maximum guality at minimum cost.

(9) "Competitive solicitation" means a documented formal
process requiring sealed bids, providing an equal and open
opportunity to gqualified parties and culminating in a selection
based on criteria which may include such factors as the
consultant's fees or costs, ability, capacity, experience,
reputation, responsiveness to time limitations, responsiveness to
solicitation reguirements, quality of previous performance, and
compliance with statutes and rules relating to contracts or
services.

(10) "Consultant" means an independent individual or firm
contracting with a joint self-insurance program to perform
actuarial, claims auditing or third-party administration services,
represent the program as broker of record, or render an opinion or
recommendation according to the consultant's methods, all without
being subject to the control of the program, except as to
satisfaction of the contracted deliverables.

(11) "Foundation agreement" means the interlocal agreement
binding local government members or the contract binding nonprofit
members to a joint self-insurance program.
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(12) "Governing body" means the multimember board, commission,
committee, council, or other policy or rule-making body of a public
agency, or any committee thereof when the committee acts on behalf
of the governing body, conducts hearings, or takes testimony or
public comment.

(13) "Incurred but not reported, or IBNR" means claims and
claim adjustment expenses for covered events which have occurred
but have not yet been reported to the self-insurance program as of
the date of the financial statement. IBNR claims include (a) known
loss events that are expected to be presented later as claims, (b)
unknown loss events that are expected to become claims, and (c)
( (expected)) future development on claims already reported.

((€9)) (14) "Individual self-insurance program" means a
formal program established and maintained by a local government
entity to provide advance funding to self-insure ((Fearth——and
wetfare Pbernefits—or)) for property and liability risks on its own
behalf as opposed to risk assumption, which means a decision to
absorb the entity's financial exposure to a risk of loss without
the creation of a formal program of advance funding of anticipated
losses.

((x67)) (15) "Interlocal agreement" means an agreement
established under the Interlocal Cooperation Act defined in chapter
39.34 RCW.

(16) "Joint self-insurance program" means any two or more
local government entities, two or more nonprofit corporations or a
combination of local government entities and nonprofit corporations
which have entered into a cooperative risk sharing foundation
agreement ( (purswart 15 the ProvisIons of the Trrtertocat
Cooperatiomr Act—tchapter—39-34REW——ard/or) ) subject to regulation
under chapter 48.62 RCW.
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+1+3) ) (17) "Jury verdict wvalue" means the claim value

established on an individual case basis by the entity's analysis of
the jury verdict results within a jurisdiction in addition to other
factors including, but not limited to, severity of injury or
damage, length of recovery, credibility of parties and witnesses,
ability of attorney, sympathy factors, degree of negligence of the
parties and contribution or recovery from other sources.

(18) "Member" means a local government entity or nonprofit
corporation that:

(2) Is a signatory to a joint insurance program's foundation
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agreement;
(b) Agrees to future assessments or reassessments as part of

the program's joint self-insurance program; and

(c) TIs a past or present participant in ((a—gotat——setf
fmsurance)) the excess or self-insured retention portion of the
pool's insurance program subject to regulation under chapter 48.62
RCW.

((t%)) (19) "Nonprofit corporation," as defined in RCW
24.03.005(3), means a corporation of which no part of the income

((of—whteh)) 1is distributable to its members, directors or
officers.

((F5r)) (20) "Primary assets" means cash and investments
(less any nonclaims liabilities).

(21) "Reassessment" means additional moneys paid by the

members to a joint self-insurance prodgram.

(22) "Risk sharing”" means a decision by the members of a joint
self-insurance program to Jjointly absorb certain or specified
financial exposures to risks of loss through the creation of a
formal program of advance funding of actuarially determined
anticipated losses; and/or Jjoint purchase of insurance or
reinsurance as a member of a joint self-insurance program formed
under chapter 48.62 RCW.

(23) "Secondary assets" means insurance receivables, real
estate or other assets (less any nonclaims liabilities) the wvalue
of which can be independently verified by the state risk manager.

(24) "Self-insurance program" means any individual or joint

( (Tocat government cutity oL llullJ:JJ_Ule.t k_,UJ_J:JUJ_GttJI.Ull)) self-insurance
program required by chapter 48.62 RCW to comply with this chapter.
((tX6)7)) (25) "Services" means administrative, electronic,

management, 1loss prevention, training or other support services
which do not include the participation in or purchase of the pools
excess or self-insured insurance prodgrams.

(26) "Stop-loss insurance" means ( (fasurarce—against—tiherisk
Uf cpuuunu'_p lUDD aooumcd uJ.lL}.CL =} Dle Jl_llDuLd.llL,C J:JLUQLG.HL.

+++r)) a promise by an insurance company that it will cover
losses of the entity it insures over and above an agreed-upon
aggregated amount.

(27) "Third-party administrator" means ((+——

ta—=An)) a independent association, agency, entity or

enterprise which, through a contractual agreement ((ts—resporsibte
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comsToered—aradmintstrative LJJ_Uk,CDD) ) , provides one or more of the
following ongoing services: Pool management or administration
services, claims administration services, risk management services,
or services for the design, implementation, or termination of an
individual or joint self-insurance program.

(28) "Unallocated loss adjustment expense (ULAE)" means costs
that cannot be associated with specific claims but are related to
the claims adjustment process, such as administrative and internal
expenses related to settlement of claims at the termination of the
program.

(29) "Unpaid claims" means the obligations for future payment
resulting from claims due to past events. This liability includes
loss and adjustments expenses, incurred but not reported claims
(IBNR), case reserves, and unallocated loss adjustment expenses

(ULAE) .

NEW SECTION

WAC 82-60-02001 Standards for operation and management--Rules

for individual self-insurance programs. Each individual self-
insurance program that self-insures 1is exempt from the rules
applicable to joint self-insurance programs. Individual self-

insurance programs shall meet the following standards:
(1) The individual self-insurance program must notify the
state risk manager of its existence or termination.

(2) The program may contract for «claims handling and
investigation services, or the program may choose to provide these
services internally. In either case, the person responsible for

the program shall establish sufficient contract monitoring and
internal control procedures to provide adequate oversight over the
claims handling and investigation process.

(3) The program shall establish standards requiring each claim
be reserved for settlement, legal and loss adjustment expense.
Settlement (indemnity) reserves shall be established by a reserving
process which may include estimates of jury verdict value.

(4) The program shall establish claims reserving processes
that include a periodic review of case reserves.

(5) The individual self-insurance program may obtain the
services of an independent claims auditor to evaluate the claims
handling procedures of its contractor or internal staff.

(6) The program may use the services of an actuary to
determine the funding levels necessary to fund reserves restricted
for payment of claims and related claims expenses.
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NEW SECTION

WAC 82-60-02003 Standards for operation and management--Rules
for joint self-insurance programs. The following rules apply
exclusively to joint self-insurance programs. Individual programs
shall be exempt from these requirements.

NEW SECTION

WAC 82-60-02005 Standards for operation--Membership.
Membership in a joint self-insurance program requires the execution
of a foundation agreement. Only members may participate in risk-

sharing. Only members may participate 1in the self-insured
retention layer, and only members may participate in the Jjoint
purchase of insurance or reinsurance. Further, each member shall

agree to the following:

(1) Each member shall pay assessments and reassessments when
required by the governing body of the program.

(2) Each member shall obtain approval to join the program from
the governing body of the respective member. The approval shall be
by resolution or ordinance of the governing body as appropriate for
the entity type.

(3) Each member shall become a signatory to the foundation
agreement and subsequent amendments to the foundation agreement of
the joint self-insurance program.

NEW SECTION

WAC 82-60-02007 Standards for operation--Providing services
to nonmembers. (1) Nonmembers may purchase services through an
interlocal agreement as authorized by chapter 39.34 RCW.
Nonmembers shall not participate in any coverages of the joint
self-insurance program including the self-insured retention layer
and the excess insurance or reinsurance layer. This section is not
intended to preclude nonmembers purchasing services from becoming
members of the joint self-insurance program, provided the nonmember
meets the requirements of WAC 82-60-020(18) and is eligible for
membership as authorized by RCW 48.62.021(1).

(2) A program intending to provide services to nonmembers
shall submit a written plan to the state risk manager for approval
prior to providing services. The plan shall include, at a minimum,
the services to be provided, the time frame for providing such
services, the expected revenues and expenditures resulting from
providing said services, and a written legal determination of all
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potential federal and state tax liabilities created by providing
services to nonmembers. The arrangement to provide such services
shall be approved in writing by the state risk manager within sixty
days of the joint self-insurance program's final plan submission.

(3) Every joint self-insurance program providing services as
of the effective date of these regulations must submit a written
plan meeting the requirements stated herein.

NEW SECTION

WAC 82-60-02009 Standards for operation--Communication with

members--Annual membership report. The Jjoint self-insurance
program shall make available to each member a copy of the program's
annual membership report. The annual membership report shall

include, at a minimum, financial information which includes the
comparative balance sheet and statement of revenues, expenses and
net assets. The reports shall be delivered to each member by
electronic or regular mail. Programs may meet the delivery
requirement by publishing and maintaining the membership report on
the official web site of the program for a minimum of three years
from the date of publication.

NEW SECTION

WAC 82-60-02011 Standards for operations--Meetings. All
joint self-insurance programs are subject to the requirements of
the Open Public Meetings Act as described in chapter 42.30 RCW.

NEW SECTION

WAC 82-60-02013 Standards for operation--Notice of regular
meetings of the governing body. Every joint self-insurance program
shall provide every member with a notice of the time and place of
each regular meeting of the governing body at least ten days prior
to the meeting. The notice shall be delivered in electronic or
paper form, and the time and location of each meeting shall be
included in such notice. The state risk manager shall be provided
a copy of all meeting notifications to members in the same form,
manner and time as provided to members. In addition to electronic
or regular mail, programs shall publish notification of regular
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meetings on the electronic web site of the program accessible to
the public. Notice of regular meetings shall comply with the
meeting notification requirements of chapter 42.30 RCW or be
published at 1least ten days 1in advance of regular meetings,
whichever notification time is greater.

NEW SECTION

WAC 82-60-02015 Standards for operation--Special meetings--
Notice to members. All joint self-insurance programs shall comply
with the requirements of RCW 42.30.080 in providing notification of
special meetings. In addition, programs shall provide notice by
electronic mail to the state risk manager and every member of the
joint self-insurance program twenty-four hours in advance of every
special meeting.

NEW SECTION

WAC 82-60-02017 Standards for operations--Meeting agendas--
Meeting minutes. Every joint self-insurance program will provide
the state risk manager and every member with a preliminary agenda
in advance of each meeting of the governing body. The agenda shall
be delivered by electronic mail and shall be posted on the web site
of the program accessible to the public. Meeting minutes, after
approval, shall be provided to the state risk manager and every
member of the program by electronic mail and shall be posted on the
web site of the program accessible to the public.

NEW SECTION

WAC 82-60-02019 Standards for operation--Notification of
changes to bylaws or foundation agreement. Every Jjoint self-
insurance program shall provide notification of the intent to
change the bylaws or foundation agreement to each member of the
joint self-insurance program and the state risk manager by regular
or electronic mail at least thirty days in advance of the meeting
during which a vote on the proposed change will occur. Such
notification shall include a copy of proposed changes.
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NEW SECTION

WAC 82-60-02021 Standards for operation--Changes to
foundation agreement. (1) Changes to any terms of the foundation
agreement shall be approved by a majority of the members, or by a
greater majority if provided for in the bylaws or foundation
agreement of the joint self-insurance program. Changes to the
foundation agreement shall be approved during a regular meeting of
the governing body or by mail-in ballot. If mail-in ballots are
used, the ballots are to be secured and remain unopened until the
next regular meeting of the governing body. The opening and
counting of the ballots shall be conducted by the governing body of
the joint self-insurance program during the next regular meeting
and retained in compliance with public records retention laws.
Each ballot shall be read orally as to the member name and vote,
either in the affirmative or negative, and recorded in the meeting
minutes.

(2) Amendments to the foundation agreement shall be adopted by
ordinance or resolution of the governing board or council of each

member. The signed amendment and copy of the ordinance or
resolution, as appropriate, shall be retained by the Jjoint self-
insurance program. The foundation agreement and subsequent

amendments shall be published on the electronic web site of the
joint self-insurance program.

(3) Changes to any terms of the foundation agreement shall
require amendment using the approval and adoption process described
above.

(4) The addition of new members to a joint self-insurance
program and/or the subscription of the foundation agreement by said
new members shall not be considered as amendments to the foundation
agreement.

NEW SECTION

WAC 82-60-02023 Standards for operation--Elections of the
governing body. The governing body of every joint self-insurance
program shall be elected by a majority of the members. Elections
may be conducted during a regular meeting of the governing body or
by mail-in ballot. If mail-in ballots are used, the ballots are to
be secured and remain unopened until the next regular meeting of
the governing body. The opening and counting of the ballots shall
be conducted by the governing body of the Jjoint self-insurance
program during the next regular meeting and retained in compliance
with public records retention laws. Fach ballot shall be read
orally as to the member name and vote and recorded in the meeting
minutes.
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AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-030 Standards for management and operation--
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foundation agreement of a Joint self-insurance program shall be
adopted by resolution or ordinance by each participating member's
governing body. The resolution or ordinance shall include, but not
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memberts &:jUVCJ.llJl.llk:j bud_y)) an acknowledgement that the entity shall
be subject to assessments and reassessments as regquired by the
joint self-insurance program. Copies of each resolution or
ordinance shall be retained by the joint self-insurance program and
available for inspection by the state risk manager. The foundation
agreement, along with a 1list of members participating in the
program, shall be published on the public web site of each Jjoint
self-insurance program. The foundation agreement and subseguent
amendments shall be filed in accordance with reguirements of
chapter 39.34 RCW.

NEW SECTION

WAC 82-60-03001 Standards for solvency--Actuarially
determined liabilities, program funding and liquidity requirements.
(1) All Jjoint self-insurance programs shall obtain an annual
actuarial review as of fiscal year end which provides estimates of
the unpaid claims measured at the expected and the seventy percent
confidence level.

(2) The governing body of the joint self-insurance program
shall establish and maintain primary assets in an amount at least
equal to the unpaid claims estimate at the expected level as
determined by the program's actuary as of fiscal year end. All
joint self-insurance programs that do not meet the requirement to
maintain sufficient primary assets shall notify the state risk
manager in writing of the condition. The state risk manager shall
take corrective action, which may include the service of a cease
and desist order upon the program, to require that the program
increase primary assets in an amount equal to the unpaid claims
estimate at the expected level as determined by the program's
actuary as of fiscal year end.

(3) The governing body of the Jjoint self-insurance program
shall establish and maintain total primary and secondary assets in
an amount equal to or greater than the unpaid claim estimate at the
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seventy percent confidence level as determined by the program's
actuary as of fiscal year end. All joint self-insurance programs
that do not meet the reserve requirements to maintain sufficient
primary and secondary assets shall notify the state risk manager in
writing of the condition. The state risk manager shall require
that the program submit a written corrective action plan to the
state risk manager within sixty days of notification. Such plan
shall include a proposal for improving the financial condition of
the self-insurance program and a time frame for completion. The
state risk manager shall approve or deny the proposed plan in
writing within thirty days of receipt of the final plan submission.
Failure by the joint self-insurance program to respond or submit a
plan to improve the financial condition of the program shall cause
the state risk manager to take corrective action, which may include
the service of a cease and desist order upon the program.

(4) The state risk manager shall evaluate the operational
safety and soundness of the program by monitoring changes in
liquidity, claims reserves and liabilities, member equity, self-
insured retention, and other financial trends over time. Programs
experiencing adverse trends may cause the state risk manager to
increase frequency of on-site program review and monitoring,
including increased communication with the governing body and
requirements for corrective plans.

(5) When the state risk manager determines it necessary to
analyze the program's soundness and financial safety, the state
risk manager may obtain an independent actuarial evaluation to
determine the adequacy of reserves. Costs of these services shall
be the responsibility of the joint self-insurance program.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-033 Standards for management and operations--
Individual rate setting--Nondiscrimination in Jjoint program
assessments. (1) Joint self-insurance program assessment formulas
shall include all costs including rating for insured and self-

insured lavers of coverage. Assessment formulas shall be
consistent and nondiscriminatory among ( (mrew—and—existing)) all
members. ( (Jotrmrt——setf—irsurance programs shatt—rot chigage 1

(2) This provision shall not be construed to prohibit
individual choice of coverage by members from several offered by
the Joint self-insurance program. The assessment formula,
including the insured and self-insured components, shall be
consistently applied to reflect the selection from among these
choices.

(3) The assessment formula shall be available for review by
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the state risk manager.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-034 Standards for operations--Disclosures. ( (1
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2¥)) All joint self-insurance programs shall furnish to each
member of the program written statements which describe:

((fa—2&+x)) (1) Insurance coverages or benefits currently
provided by the program, including any applicable restrictions,
limitations, and exclusions;

((ty)) (2) The method by which ((members—pay assessmernts))
members' (re)assessments are determined;

((ter)) (3) The procedure for filing a claim against the joint
self-insurance program; ((ard

4)r)) (4) The procedure for a member to request an
adjudication of disputes or appeals arising from coverage, claim
payment or denial, membership, and other issues( (=

Nl | 1 .
O Crre k_/llcllll:dc) ) ’ and
(5) General characteristics of the insurance coverage portion

of the program.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-036 Standards for operations--Standards for
solvency--Termination provisions. (1) Program terminations. All

- N o N | N} . o 1 | 1 1 1 J1 L o
( (J_J.luJ_VJ_qu.J_ [CRNION _JUJ_J.lt llCaJ_tll dlTu-"wol Il dlT oTL L 1IIoULdlICT  PpL UYL dlllo
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ard—atTt) ) jOth ( (property—and liabilLty)) self-insurance programs
shall maintain a written plan that provides for the partial or
complete termination of the program and for liquidation of its
assets upon termination of the program. The termination procedure
shall include, but not be limited to, a provision for the settling
of all its 1liabilities for unpaid claims and claim adjustment
expenses.

(2) Member terminations. All joint self-insurance programs
shall maintain a written plan that provides for the termination of
membership of a member.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-037 Standards for management and operations--
Financial plans. (1) All joint self-insurance programs shall
maintain a written plan for managing the financial resources of the
program. The financial plan shall include:

(a) A procedure for accounting for moneys received, payments
made and liabilities of the joint program which complies with
generally accepted accounting principles;

(b) An investment policy which conforms to RCW 48.62.111
governing the investments of the program; and

(c) The preparation and submission of accurate and timely
annual financial ( (stetemernts)) reports of the program as
prescribed by the state auditor's office.

(d) The submission of audited financial statements to the
state risk manager within one vear of the program's fiscal yvear end
which meet the requirements of the state risk manager as described
in 82.60.060(3).

(2) No financial plan of a joint self-insurance program shall
permit ( (frrterfund)) loans to any member from primary assets held

.. I i) I L LN | 1 . ] 1 . 1 L L
( (O.k:jaJ_J.lDL, 1 ITdOUOL 1T ITTITOS 1 UL Ulloartu CLallllo alltl CLallll dUJUSTIITITT

 — 1 i - S £ . j 1 . | . 1= 4 4
1 I1dOL 1L IULITO 1 UL ullipalu CLallllo allll CLdallll dU JUSLIITIIT

et atm adjuotmcut CXPeIISTesS TO airy mcmbCL)) for pavment of unpaid
claims at the expected level as determined by an actuary as of
fiscal year end.
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AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-038 Standards for management--Standards for
contracts--Third-party administrator contracts. ((t3r)) Before
contracting for third-party administrator professional services,
all Joint self-insurance programs shall establish and maintain
written ((standards—and)) procedures for contracting with third-
party administrators. Entering a contract for services shall not
relieve the ((emttty)) governing body of the joint self-insurance
program of its wultimate governing, managerial and financial
responsibilities. The procedures shall, as a minimum:

((tar)) (1) Provide a method of third-party administrator
selection using a formal competitive solicitation process;

((tby)) (2) Require a complete written description of the
services to be provided, remuneration levels, ((amd)) contract
period and expiration date providing for a contract term no greater
than five years. The contract may include an additional one year
extension to be exercised at the discretion of the Jjoint self-
insurance program;

((te¥)) (3) Provide for the confidentiality ( (andowmership))
of the program's information, data and other intellectual property
developed or shared during the course of the contract;

( () ) (4) Provide for the program's ownership of the
information, data, and other intellectual property developed or
shared during the course of the contract;

(5) Provide for the expressed authorization of the joint self-
insurance program, consultants to the program, the state auditor,
the state risk manager, or their designees, to enter the third-
party administrator's premises to inspect and audit the records and
performance of the third-party administrator which pertains to the
program; ( (arrd

fey)) (6) Require the compliance with all applicable local,
state and federal laws( (=

LD\ DT £ L i) i) 11 4] . - 4] L g
(277 RO UL LI douvVeE oSlldl T UL W ILIoT LTl 1ITVvVeE LI TITULUY L' LUI

eoU T remeTts—Tmpos et—or TOSEe—er res) )

) J
(7) FEstablish a monitoring and acceptance procedure to
determine compliance with third-party administrator contract
reqguirements; and
(8) Establish indemnification provisions and set forth
insurance regquirements between the parties.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-039 Standards for management and operations--
Preparation for incorporation of nonprofit corporation members.
Joint property and liability self-insurance programs whose members
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are local government entities that are preparing to include
nonprofit corporations as members of the program shall, as a
minimum, address the following in their plan of operation:

(1) Amount of capitalization each nonprofit corporation will
pay to become a member of the joint self-insurance program and
criteria used to determine the capitalization amount;

(2) Self-insured retention 1level for nonprofit corporation
members;
(3)

CLL/tu.CLl lUDD CAtJCJ_Jl-CllL_/C Uf t].lC llUlleJ_Ule.t L/UJ_J_JUJ.GLtJl-Ull, ) ) Legal
determination of federal and state tax liabilities resulting from
the inclusion of nonprofit members;

(4) Procedures for reviewing the financial soundness of each
nonprofit corporation being considered for membership in the self-
insurance program; and

(5) Representation of nonprofit corporations on the governing
board of directors but local government entities must retain
control as required by RCW 48.62.121 (2) (a).

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-040 Standards for operation and management--Risk

management. ( (Iudj_deuo.l aud_) ) M joint ( (J_JJ_UJ_JCJ_t_y arrat
Tiabittity)) self-insurance programs shall have a written risk
management program which ((addresses—risk fj.uo.u\,'c, Toss——controt;
sk —avoitdance—and risk tJ_aJ.lDfCJ_)) includes, but is not limited to,

loss control, loss prevention, training and evaluation of risk
based on loss experience.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-050 Standards for claims management--Claims
administration. (1) ((f&)y)) All joint self-insurance programs shall
((ave)) adopt a written claims administration program ((that
cormtains)) which includes, as a minimum, ((efaim)) the following
procedures:

(a) Claims flllng procedures((, rtermat—fianctat—corrtrot

1 . 1 bl : ] | 2 ] 4 4 4=
NI TIIdIT L SIS, dliliada T lallll dllud C I allll dauJuotIliTITT  TXPTITOoT T TYUL LS.
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(b) Standards requiring each claim be reserved for settlement,
legal and loss adjustment expense. Indemnity (settlement) reserves
shall be established by a reserving process which estimates the
Jjury verdict value.

(c) Standards requiring case reserves be reviewed every ninety
days or when reasonably practicable and such review is documented
in the claims diary.

(d) Standards requiring appropriate adjuster work loads.

(e) Standards requiring claims payment procedures include
sufficient internal controls to ensure adequate review and approval
by claims management staff.

(f) Standards requiring file documentation be complete and up-
to-date.

(q) Standards reqguiring timely and appropriate claim
resolution practices.

(h) Standards requiring opportunities for recoveries be
reviewed and documented for each claim.

(1) Standards requiring compliance with Internal Revenue
Service (IRS) rules for 1099MISC reqgulations.

(1) Standards requiring claims files Dbe audited on the
following categories: Staffing, caseloads, supervision, diary,
coverage, reserves, promptness of contacts, field investigations,
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file documentation, settlements, litigation management and
subrogation.

(2) All djoint self-insurance programs may perform claims
administration services on their own behalf or may contract for
claims administration services with a gualified third-party
administrator, provided all of the specific reguirements under
subsection (1) of this section are included in the contract.

(3) All djoint self-insurance programs shall have a written
member coverage appeal procedure that contains, as a minimum,
procedures for a member filing an appeal with the joint self-
insurance program, including the time limit for filing, a time
limit for response, and a provision for an additional level of
review.

(4) All joint self-insurance programs shall maintain a
((dcdipatcd cteatmeaccounrt—fromwhich uuly)) financial system that
identifies claim and claim adjustment expenses ((camrPe—paid)).

(5) All Joint self-insurance programs shall provide for the
purchase of goods and services to replace or repair property in a
manner which will, in the judgment of the governing body of the
Jjoint self-insurance program, avoid further damage, injury, or 10ss
of use to a member or third-party claimant.

(6) All dJoint self-insurance programs shall maintain
((wrtttern)) claim ((and—~claimreadiustmert)) expense reports for all
claims made against the Joint self-insurance program and( (7
separate—writtenr reports—for—each indivicduat)) its members.

(7) All Joint self-insurance programs shall obtain an
independent review of claim reserving, adjusting and payment
procedures every three years at a minimum. Said audit shall be
conducted by an independent gqualified claims auditor not affiliated
with the program, its insurers, its broker of record, or its third-
party administrator. Such review shall be in writing and identify
strengths, areas of improvement, findings, conclusions and
recommendations. Such review shall be provided to the governing
body and retained for a period not less than six years. The scope
of the claims audit shall include claims administration procedures
listed in subsection (1) of this section.

(8) The state risk manager may require more fregquent claims
audits for programs that, in the state risk manager's opinion, are
not operationally or financially sound. Failure to obtain the
requested independent claims audit when required may result in the
procurement of such audit by the state risk manager on behalf of
the program. Costs of these services shall be the responsibility
of the joint self-insurance program.
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AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-060 ((Fimancialt)) Standards for management and
operations—--State risk manager reports. (1) Every ( (imodividuvatr—arnd

o ea s wetfare——se crratTe 8 a )) Jjoint
property and liability self-insurance program authorized to
transact business in the state of Washington shall ((record—and
cl.J.lJ.lL,lcl.ll_y J_CJ_JUJ_t J‘-tD 1 TVTLIIuT, k,lGLJl_lll c.ud k,lO.Jl_lll CAPCLLDC CAPCLJ‘.CLLLC,

1o 11 I 4] e Tal Joa . . . | . 1
progygtditoslilal T LTTPYUL LT DULIT T Lo WAasIlITIIgLUlToLtadatltT LTVTITUTS, CLadllll dllu

ctaim—e peIrse——<C J:JCJ__LCLIK_/C ard—other—data J_cquij_cd by)) submit the
annual report to the state risk manager ((amd—tts—overait——ircone;
\.,lO.JI_J.ll O.le k.,lO.Jl_lll CAJ:JCLLDC CAJ:JCLJ‘.CJJL/C)).

(2) The annual report to the state risk manager shall require
the following information to be submitted in electronic form:

(a) Unaudited annual financial statements, including
attestation, as provided to the state auditors office;

(b) Actuarial reserve review report on which the net claims
liabilities at fiscal vear end reported in the unaudited financial
statements are based;

(c) Copies of all insurance coverade documents;

(d) List of contracted consultants;

(e) Details of changes in articles of incorporation, bylaws or
foundation agreement;

(f) Details of services provided by contract to nonmembers;

(g) List of members added or terminated.

Such reports shall be submitted to the state risk manager no
later than one hundred fifty days following the completion of the
joint program's fiscal year.

LD\ A1 1 - . . =y . 4] . 1 . .
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withimTtsfiscat—~vear-)) (3) Audited financial statements shall be
provided to the state risk manager within one vear of the program's
fiscal vyvear end and comply with requirements for submission of
audited financial statements established by the state risk manager.

(4) All joint self-insurance programs shall submit gquarterly
financial reports if, in the estimation of the state risk manager,
the financial condition of a program warrants additional guarterly
reporting requirements.

(5) Failure to provide reqgquired financial reports may result
in corrective action by the state risk manager. Such actions may
include:

(a) Increase in frequency of examinations, the cost of which
shall be the responsibility of the program;

(b) On-site monitoring by the state risk manager;

(c) Service of a cease and desist order upon the program.

[ 18 ] 0TS-2419.3



NEW SECTION

WAC 82-60-065 Standards for operations--Program changes--
Notification to the state risk manager. (1) All joint self-
insurance programs shall operate in the same form and manner stated
in the program's original application approved by the state risk
manager. Programs shall submit a written request and receive
approval from the state risk manager prior to implementing the
following proposed program changes:

(a) Any change in the terms of the foundation agreement;

(b) Elimination or reduction of stop loss insurance;

(c) Acceptance of any loans or lines of credit;

(d) Provision of services to nonmembers;

(e) Addition of members of other entity types than those
included in original application approved by state risk manager.

(2) The following program changes require written notification

to the state risk manager prior to implementing the following
changes:

(a) Increases in retention level;
(b) Decrease or elimination of insurance limits;

(c) Initial contract with a third-party administrator, or
change in third-party administrator;

(d) Any change to bylaws.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-080 Standards for management and operations-—-
Conflict of interest. (1) Every joint self-insurance program shall
require the claims auditor, the third-party administrator, the
actuary, and the broker of record to contract separately with the
Jjoint self-insurance program. Fach contract shall require that a
written statement be submitted to the program on a form provided by
the state risk manager providing assurance that no conflict of
interest exists prior to acceptance of the contract by the joint
self-insurance program.

(2) All joint self-insurance programs shall meet the following
standards regarding restrictions on the financial interests of the
program administrators:

((t)) (a) No member of the board of directors; trustee;
administrator, including a third-party administrator; or any other
person having responsibility for the management or administration
of a Joint self-insurance program or the investment or other
handling of the program's money shall:

((tar)) (i) Receive directly or indirectly or be pecuniarily
interested in any fee, commission, compensation, or emolument
arising out of any transaction to which the program is or is
expected to be a party except for salary or other similar
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compensation regularly fixed and allowed for because of services
regularly rendered to the program.

((ty)) (ii) Receive compensation as a consultant to the
program while also acting as a member of the board of directors,
trustee, third-party administrator, or as an employee.

((tey)) (iii) Have any direct or indirect pecuniary interest
in any loan or investment of the program.

((f%f)) ibl No consultant((, trird yaLty admiuithatUL)) or
legal counsel to the joint self-insurance program shall directly or
indirectly receive or be pecuniarily interested in any commission
or other compensation arising out of any contract or transaction
between the joint self-insurance program and any insurer ( (;—heatth

: a 4 1o Tl k| : 3 Ml 2
CdadLT o T L VITT CuUlItcractouL, UL IISad L CII CadLtT SUMNU 1LY PIOUVIUTL . 1IT LTS

. . 1o 17 . 1 ] - ] . i) 1 L
pLrOUvVIo1IUIT Slldl 1T 1TUOU "PITUCITUUT LT 1IUTTITOoTU 1TIToULdIITCT " UL URTL S UL dytTlIito

£ . . I Wy . . N g 1
L LU ILTCT LV IITY CUNNIpTIToat LUl LOUL LITO UL dIITT LLdlToadC U 1IUlTlo PV LULIIEU

LR s PR 4] £ 4] 3 1 = el ] i) = a
WITIITIT Ul o CUPT UL LIS T T LT ITTTITOoTS, PLOUVIUTU SUCIT CUHNIPTITOoatT LU Lo

disctosed—to—the—setrf—irmsurance pLugLam'o gUVCLuiug budy.

3))) or consultant.

(c) Brokers of record for the joint self-insurance programs
may receive compensation for insurance transactions performed
within the scope of their licenses. The terms of compensation
shall be provided for by contract between the broker of record and
the governing body, and the amount or percentage of the
compensation must be disclosed in writing. Contracts between
brokers of record and the governing body shall include a provision
that contingent commissions or other form of compensation not
specified in the contract shall not be paid to the broker of record
as a result of any Jjoint self-insurance prodram insurance
transactions. The joint self-insurance program shall establish a
contract provision which requires the broker provide to the program
a written annual report on a form provided by the state risk
manager which discloses the actual financial compensation received.
The report shall include verification that no undisclosed
commission was received as a result of any such insurance
transaction made on behalf of the program.

(d) No third-party administrator shall serve as an officer or
on the board of directors of a self-insurance program.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-100 Standards for operations--State risk manager--
Expense and operating cost fees. (1) The state risk manager, with
concurrence from the property and liability advisory board ((armd
thetfreatthand—wetfareadvisory board) ), shall fix ((assessments))
state risk manager fees to cover expenses and operating costs of
the state risk manager's office in administering chapter 48.62 RCW.
Such ((&ssessments)) fees shall be levied against each Jjoint
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property and liability self-insurance program ( (arteach—indtvicduat

d U U cd d U WTC d c WA c c
regulated by chapter 48.62 RCW. ( (Bxamimatiomrfees—shatibebased
uporT—actuat time—and——e perses Trrcurred—for the—review——and
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433)) Services covered by the state risk manager fees will

include program reviews, monitoring and continuing oversight.

(2) The ((review—and—investigation)) state risk manager fees
shall be paid by ((the)) each joint self-insurance program to the
state o0of Washington, office of financial management within
((thirty)) sixty days of the date of invoice. Any Jjoint self-
insurance program failing to remit its fee when due is subject to
denial of permission to operate or to a cease and desist order
until the fee is paid.

((4r)) (3) A Joint self-insurance program that Thas
voluntarily or involuntarily terminated shall continue to pay an
administrative ( (puot assessmert g review arret iilvcotigatiuu

fees)) fee until such time as all liabilities for unpaid claims and
claim adjustment expenses and all administrative responsibilities
of the joint self-insurance program have been satisfied.

((t5r)) (4) The state risk manager shall assess each
prospective joint self-insurance program( (7—and—eachPprospective
mplvummne smwcny = Permefi s weuy ~ogranm;) ) an
initial investigation fee at a rate determined annually by the
state risk manager, with the concurrence of the advisory boards.
(( . STI8 e S imen >—CT . 7S or—the—tmitis

. 1 ul £ 4 . 1 .
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AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-200 Standards for operations--Appeals of fees. (1)
A Joint self-insurance program which disagrees with a fee for
services 1issued to it by the state risk manager shall notify the
state risk manager in writing within thirty days after receipt of
the invoice. The writing shall include the self-insurance
program's reasons for challenging the fee and any other information
the self-insurance program deems pertinent.

(2) The state risk manager shall review any fee appealed by a
Jjoint self-insurance program, together with the reasons for the
appeal. Within fourteen days of receipt of notification from the
self-insurance program, the state risk manager shall respond in
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writing to the self-insurance program, either reaffirming the fee
or modifying it, and stating the reasons for the decision.

AMENDATORY SECTION (Amending WSR 05-04-072, filed 2/1/05, effective
3/4/05)

WAC 82-60-210 Standards for operations--Appeals of cease and
desist orders. Within ten days after a joint self-insurance
program covering property or liability risks ((7oramrindividuat—or

wetfareberre s))
has been served with a cease and desist order under RCW
48.62.091(3), the entity may request an administrative hearing from
the state risk manager. The hearing provided may be held in such
a place as 1is designated by the state risk manager and shall be
conducted in accordance with chapter 34.05 RCW and chapter 10-08
WAC.

NEW SECTION

WAC 82-60-215 Standards for contracts--Competitive
solicitation standards for consultant contracts. Every joint self-
insurance program shall use a formal competitive solicitation
process in the selection of consultants. The process shall provide
an equal and open opportunity to qualified parties and shall
culminate in a selection based on preestablished criteria which may
include such factors as the consultant's fees or costs, ability,
capacity, experience, reputation, responsiveness to time
limitations, responsiveness to solicitation requirements, quality
of previous performance, and compliance with statutes and rules
relating to contracts. Bid responses, solicitation documents and
evidence of publication shall be retained in accordance with laws
governing public records and shall be available for review by state
risk manager and state auditor.

NEW SECTION

WAC 82-60-220 Standards for contracts--Standards for
operation--Purchases of goods and services not related to claims.
Joint self-insurance programs comprised of one common entity type
must comply with bidding and purchasing requirements as prescribed
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by law or regulation for that entity type. Joint self-insurance
programs comprised of multiple entity types shall use a competitive
process for the purchase of goods and services not described in WAC

82-60-215. Vendor selection shall be based on fees or costs,
ability, capacity, experience, reputation, and responsiveness to
time limitations. These reqgulations do not apply to the purchase

of goods and services described in WAC 82-60-050(5).

REPEATLER

The following sections of the Washington Administrative Code
are repealed:

WAC 82-60-031 Program financing.

WAC 82-60-032 Nondiscrimination in contributions.

WAC 82-60-035 Wellness programs.

WAC 82-60-070 State risk manager may waive
requirements.
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