AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-100-02023 Standards for operation-Elections of the gov-

erning body. The governing body of every joint self-insurance program
shall be elected by a majority of the members. Elections may be con-
ducted during a regular meeting of the governing body or by mail-in
ballot. IT 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 gov-
erning body of the joint self-insurance program during the next regu-
lar meeting and retained in compliance with public records retention
laws. ((
i 1 i -)) Joint self-insurance pro-
grams governed by a governing body which requires the inclusion of a
voting representative from each member entity in such governing body
are exempt from the requirements of this section.

AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-100-03001 Standards for solvency-Actuarially determined
liabilities, program funding and liquidity requirements. (1) All joint
self-insurance programs shall obtain an annual actuarial review as of
fiscal year end which provides written estimates of the liability for
unpaid claims measured at the expected level and the seventy, eighty,
and ninety 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 pro-
grams meeting this requirement shall be considered in compliance with
the primary asset test. All joint self-insurance programs that do not
meet the requirements ((te—maintain—sufFficientprimary—assets)) of the
primary asset test 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 ((he)) every joint self-insurance pro-
gram operating under this chapter shall establish and maintain total
primary and secondary assets in an amount equal to or greater than the
unpaid claim estimate at the ((seventy)) eighty percent confidence
level as determined by the program®s actuary as of fiscal year end.

(4) All joint self-insurance programs authorized by chapter 48.62
RCW_shall meet the requirements of both the primary asset test and the
total asset test. The governing body of all joint self-insurance pro-
grams that do not meet ((the—Freserve)) requirements ((te—maintain—suf-

5)) of the total asset test shall
notify the state risk manager in writing of the condition. The state
risk manager shall require that the program submit a written correc-
tive action plan to the state risk manager within sixty days of noti-
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fication. Such plan shall include a proposal for improving the finan-
cial condition of the self-insurance program and a time frame for com-
pletion. The state risk manager shall approve or deny the proposed
plan in writing within thirty days of receipt of the final plan sub-
mission.

Joint self-insurance programs operating under an approved plan
and making satisfactory progress according to the terms of the plan
shall remain under supervisory watch by the state risk manager until
the terms of the approved plan have been met. Programs under supervi-
sory watch but not making satisfactory progress may be subject to the
following requirements:

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

(b) Submission of quarterly reports;

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

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

(5) 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 in-
clude written notification to every member of the joint self-insurance
program, the service of a cease and desist order upon the program, and
other available remedies necessary to ensure the program operates in a
financially sound manner.

(6) All joint self-insurance programs that do not maintain total
primary and secondary assets in an amount equal to or greater than un-
paid claim estimate at the seventy percent, confidence level, as de-
termined by the program®s actuary, as of fiscal year end shall be is-
sued a cease and desist order by the state risk manager. Such programs
will be considered under a supervisory cease and desist order.

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

((5)) (8) 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 deter-
mine the ((adegquacy—oFreserves)) accuracy of the estimate for unpaid
claims liabilities, including the estimate of unallocated loss adjust-
ment expenses. Costs of these services shall be the responsibility of
the joint self-insurance program.

AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-100-037 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 finan-
cial plan shall include:

(a) A procedure for accounting for moneys received, payments made
and liabilities of the joint program which complies with generally ac-
cepted accounting principles;
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(b) An investment policy which conforms to RCW 48.62.111 govern-
ing the investments of the program; and

(c) The preparation and submission of accurate and timely annual
financial 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 ((enre—year)) eight months of the program®s fiscal
year end which meet the requirements of the state auditor and state
risk manager as described in ((REW-82-60-060(3))) this chapter.

(2) No financial plan of a joint self-insurance program shall
permit any loans ((te—any—member)) from primary assets held for pay-
ment of unpaid claims at the expected level as determined by an actu-
ary as of fiscal year end.

AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-100-060 Standards for management and operations—State
risk manager reports. (1) Every joint property and liability self-in-
surance program authorized to transact business in the state of Wash-
ington shall submit the annual report to the state risk manager.

(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 lia-
bilities at fiscal year end reported in the unaudited financial state-
ments are based;

(c) Copies of all insurance coverage documents;

(d) List of contracted consultants;

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

() 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 lat-
er than one hundred fifty days following the completion of the joint
program®s fiscal year.

(3) Audited financial statements shall be provided to the state
risk manager within ((enre—year)) eight months of the program®s fiscal
year end and comply with requirements for submission of audited finan-
cial statements established by the state risk manager.

(4) All joint self-insurance programs shall submit quarterly fi-
nancial reports i1f, In the estimation of the state risk manager, the
financial condition of a program warrants additional quarterly report-
ing requirements.

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

(a) Increase iIn 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.
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