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INTERLOCAL AGREEMENT:
CREATING THE WASHINGTON CITIES

INSURANCE AUTHORITY

THIS AGREEMENT is made and entered into in the State of Washington by and among
the municipal corporations organized and existing under the Constitution or laws of the State of
Washington, hereinafter collectively referred to as "Member Cities" or "Cities", and
individually as "Member City" or "City" which are parties signatory to this Agreement and
listed in Appendix A, which is attached hereto and made a part hereof. Said Cities are
sometimes referred to herein as "parties”.

RECITALS

WHEREAS, Ch. 48.62 RCW provides that two or more local governmental entities may,
by interlocal agreement, jointly purchase insurance, jointly self insure, and/or jointly hire risk -
management services for any authorized purpose by any one or more of certain specified
methods, and;

WHEREAS, each of the parties to this Agreement desires 10 join togéther with the other
parties for the purpose of pooling their self-insured losses and jointly purchasing excess
insurance and administrative services in connection with a Joint Protection Program for said

parties, and;

WHEREAS, it appears economically feasible and practical for the parties to this
Agreement to do so; '

NOW, THEREFORE, for and in consideration of all of the mutual benefits, covenants
and agreements contained herein, the parties hereto agree as follows: '
ARTICLE |
Definitions
The following definitions shall apply to the provisions of the Agreement:

(a)  "Authority" shall mean the Washington Cities Insurance Authority created by this
Agreement.

(b)  "Board of Directors" or "Board" shall mean the governing body of the Authority.
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(c) "Claims" shall mean demands made against the Authority arising out of
occurrences which are within the Authority's Joint Protection Program as developed by the
Board of Directors.

(d) "Excess Insurance" shall mean that insurance purchased on behalf of the
Authority to protect the funds of the Authority against catastrophes or an unusual frequency of
losses during a single year.

(e) "Executive Committee" shall mean the Executive Committee of the Board of
Directors of the Authority.

(f) "Fiscal Year" shall mean that period of twelve months which is established as
the fiscal year of the Authorlty

(g) "Coverage" shall mean and include self-lnsurance through a funded program
and/or any commercial insurance contract.

(h)  "Executive Director" shall mean that employee of the Authority who is appointed
by the Board of Directors, and responsible for the management and admmlstratlon of the Joint
Protection Program of the Authority.

ARTICLE 2
Purpose

This Agreement is entered into by Cities in order to provide more comprehensive and
economical liability coverage, to provide for the economical and self insurance pooling of risk
exposures for all forms of insurance available or required by law for municipal corporations and
for which State law authorizes the formation of pooling organizations to provide such
insurance, to reduce the amount and frequency of Cities losses, and to decrease the cost
incurred by Cities in the handling and litigation of claims. This purpose shall be accomplished
through the exercise of the powers of Cities jointly in the creation of a separate entity, the
Washington Cities Insurance Authority, to administer a Joint Protection Program wherein cities
will jointly pool and self insure their losses and claims, and may jointly purchase excess
insurance and administrative and other services including claims adjusting, data processing,
risk management consulting, loss prevention, legal and related services.

it is also the purpose of this Agreement to provide, to the extent permitted by law, for
the inclusion at a subsequent date of such additional municipal corporations organized and
existing under the Constitution or laws of the State of Washington as may desire to become
parties to this Agreement and members of the Authority, subject to approval by the Board of
Directors.
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It is also the purpose of this Agreement to provide, to the extent permitted by law, that the
Authority may, in the discretion of its Directors, contract with non-member Cities or other
municipal corporations in the State of Washington to provide, at a reasonable charge, such
non-member Cities or municipal corporations administrative and other services including
claims adjusting, data processing, risk management consulting, loss prevention and training.
ARTICLE 3
Parties to Agreement |
Each party to this Agreement certifies that it intends to and does contract with all other
parties who are signatories of this Agreement and, in addition, with such other parties as may
later be added to and signatories of this Agreement pursuant to Article 19. Each party to this
Agreement also certifies that the deletion of any party from this Agreement, pursuant to
Articles 20 and 21, shall not affect this Agreement nor such party's intent to contract as
described above with the other parties to the Agreement then remaining.
ARTICLE 4
Term of Agreement
This Agreement shall become effective on January 1, 1981, and shall continue for not
less than three years until and unless terminated as hereinafter provided.
ARTICLE 5
Creation of Authority
Pursuant to Ch. 48.62 RCW, the debts, liabilities and obligations of the Authority shall
not constitute debts, liabilities or obligations of any party to this Agreement.
ARTICLE 6
Powers of Authority
(@)  The Authority shall have the powers common to Cities and is hereby authorized
to do all acts necessary for the exercise of said common powers, including, but not limited to,
any or all of the following:

(1)  To make and enter into contracts;

(2)  Toincur debts, liabilities or obligations;
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(3)  To acquire, hold or dispose of property, contributions and donations of
property, funds, services and other forms of assistance from persons, firms,
corporations and governmental entities;

(4) Tosueand be sued in its own name; and

(5)  To exercise all powers necessary and proper to carry out the terms and
provisions of this Agreement, or otherwise authorized by law.

(b)  Said powers shall be exercised pursuant to the terms hereof and ln the manner
provided by law.

ARTICLE 7
Board of Directors

(@)  The Authority shall be governed by the Board of Directors which is hereby
established and which shall be composed of one representative from each Member City who is
an employee or official of that City, as appointed by the City Council, Commission, or
appointing official of that City. Each City Council, Commission, or appointing official in addition
to appointing a member of the Board, shall appoint at least one alternate who also shall be an
officer or employee of that City. The alternate appointed by a City shall have the authority to
attend, participate in and vote at any meeting of the Board when the regular member for whom
he or she is an alternate is absent from said meeting.

(b)  Each member or alternate of the Board shall be appointed for a one year term
and until a successor is appointed. Each member or alternate shall serve at the pleasure of
the City by which he or she has been appointed as long as he or she is an officer or employee
of the City.

(c)  Each member of the Board shall have one vote.

ARTICLE 8
Powers of the Board of Directors
The Board of Directors of the Authority shall have the following powers and functions:
(@) The Board may elect from its ' members, pursuant to Article 10 of this Agreement,
an Executive Committee to which it may give authority to make and implement any decisions,

including those involving the administration of the Authority, except those decisions that would
require an amendment of this Agreement, under Article 26 herein.



WCIA Interlocal Agreement, 04/24/01 | Page 5

(b)  The Board may review all acts of the Executive Commitiee, and shall have the
power to modify and/or override any decision or action of the Executive Committee upon a
majority vote of the entire Board of Directors.

(c) The Board shall review, modify if necessary, and approve the annual operating
budget of the Authority.

(d)  The Board shall receive and review periodic accounting of all funds under Article
14 and 15 of this Agreement.

() The Board shall have the power to conduct on behalf of the Authority, all
business of the Authority which the Authority may conduct under the provisions hereof and
pursuant to law.

(f) The Board shall determine and select a Joint Protection Program for the
Authority. '

(g) The Board shall determine and select all necessary instruments of coverage to
carry out the Joint Protection Program of the Authority.

(h)  The Board shall have the authority to contract for or develop various services for
the Authority, including, but not limited to claims adjusting, loss control and risk management
consulting services.

(i) The Board shall appoint an Executive Director of the Authority and shall receive
and act upon reports of the Executive
Director.

() The Executive Director shall have the power to hire such persons as the Board
authorizes for the administration of the Authority, including the "borrowing" of management-
level employees from one or more of the Member Cities to assist in the development phase of
the Joint Protection Program of the Authority, subject to the approval of the Member City. Any
Member City whose employee is so "borrowed" according to this provision shall be reimbursed
by the Authority for that employee's time spent or services rendered on behalf of the Authority.

(k)  The Executive Director shall have the general supervisory control over the day-
to-day decisions and administrative activities of the Authority.

) The Board shall have such other powers and functions as are provided for in this
Agreement, including, but not limited to, the power to authorize the contracts with non-member
Cities or municipal corporations and the "Authority", to provide services to such non-members
as set forth in Article 2, upon such terms and conditions as the Director shall decide
appropriate.



WCIA Interlocal Agreement, 04/24/01 Page 6

ARTICLE 9
Meetings of the Board of Directors

(a) Meetings. The Board shall provide for its regular, adjourned regular and special
meetings; provided, however, that it shall hold at least one regular meeting annually.

(b)  Minutes. The Board of the Authority shall cause minutes of regular, adjourned
regular and special meetings to. be kept and shall, as soon as possible after each meeting,
cause a copy of the minutes to be forwarded to each member of the Board and to each City.

(c)  Quorum. A majority of the members of the Board shall constitute a quorum for
the transaction of business, except that less than a quorum may adjourn from time to time. A
vote of the majority of those members present at a meeting shall be sufficient to constitute
action by the Board. '

ARTICLE 10
Executive Committee

~ The Board of Directors may appoint at any time of the year during a Board meeting an
Executive Committee of the Board of Directors which shall consist of an odd number of not
less than five nor more than nine members, as determined by the Board of Directors. Two of
the members of the Executive Committee shall be the President of the Board of Directors, and
the Vice President of the Board of Directors; the remainder of the members, after their original
election, shall be elected by the Board of Directors at the same time the officers of the Board
are elected in January of each calendar year. The President of the Authority, or the Vice
President in his or her absence, shall serve as the Chairperson of the Executive Committee.
The Board of Directors may delegate any of the powers of the Board as outlined in Article 8 to
the Executive Committee and may establish and delegate any other powers and duties the
Board deems appropriate. ‘

ARTICLE 11
Officers of the Authority

(a) President and Vice President. The Board shall elect a President and Vice
President of the Authority at its first meeting, each to hold office for one year term and until
successor is elected. Thereafter in January of each succeeding calendar year, the Board shall
elect or re-elect the President and Vice President for the ensuing year. In the event the
President or Vice President so elected ceases to be a member of the Board, the resulting
vacancy in the office of President or Vice President shall be filled at the next regular or special
meeting of the Board held after such vacancy occurs. In the absence or inability of the
President to act, the Vice President shall act as President. The President, or in his or her
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absence, the Vice President, shall preside at and conduct all meetings of the Board and shall
be a member and the Chairperson of the Executive Committee.

(b)  Executive Director. The Executive Director shall have the general
administrative responsibility for the activities of the Joint Protection Program and shall appoint
all necessary employees thereof.

(c) Treasurer. The Treasurer shall be appointed by the Board and shall be a
person other than the Executive Director. The duties of the Treasurer are set forth in Article 14
and 15 of this Agreement. ‘

(d)  Attorney. The Board of Directors shall select an attorney for the Authority. The
attorney may be, but is not required to be, a City Attorney, from a Member City. In the event
the attorney is precluded from acting because of a conflict of interest or legal impediment, or
for other good reason, the Board may employ independent counsel as the attorney for the
Authority. The attorney shall serve at the pleasure of the Board of Directors.

ARTICLE 12
Coverage

(a)  The coverage provided for Member Cities by the Authority shall be defined by the
Board and may allow or require protection for comprehensive liability, personal injury, errors
and omissions, contractual liability, and such other areas of coverage as the State shall require
or the Board shall determine.

(b)  The Authority shall maintain a coverage limit for Member Cities determined by
the Board of Directors to be adequate. The Board may arrange purchase of a group insurance
policy for Member Cities interested in obtaining additional coverage above this limit, at an
additional cost to those participating Cities.

(c) The Board may arrange for the purchase of any other insurance deemed
necessary to protect the funds of the Authority against catastrophes.

ARTICLE 13
Development of the Joint Protection Program

(a)  As soon as practicable after the effective date of this Agreement, but prior to the
effective date of the Joint Protection Program, the Board of Directors shall adopt the Authority's
Joint Protection Program, including the coverage provided for in Article 12, the amount of initial
assessment, the precise cost allocation plan and formula, the pro forma financial statement of
the Authority, and the amount and type of excess insurance which may be procured.
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(b)  The Joint Protection Program provided by the Authority shall extend to all city
department operations except transit, aviation and hospitals, unless otherwise excluded by the
Board of Directors. '

(c)  The initial assessment for each City shall be determined by the Board, in its
discretion, based upon a fair formula which may consider, but not be limited to, total City
worker hours, total City payroll, administrative experience of the City, the previous loss
experience of the City, the liability risks of the City and the costs to the Authority of adding the
City as a member.

(d)  The cost allocation plan and formula adopted by the Board shall provide for an
adjustment in the Member Cities' assessments at the end of the first year of operation, and
annually thereafter, in order to produce an assessment for the following year for each City shall
consider, but not be limited to, the following:

(1) That amount of losses borne individually by the City, as determined by the Board;
and

(2)  The City's share of pooled losses and other expenses, as determined by the
Board; and

(3)  The City's contribution to a catastrophe fund and reserves for incurred-but-not-

reported losses, and amount of such fund and reserves to be determined by the Board.

()  The Board may at any time make additional assessment adjustments to correct
“any fund deficit as the Board deems necessary to maintain the financial integrity of the
Authority..

(f) The Board shall adopt criteria for determining each City's annual share of pooled
losses, expenses and contribution to a catastrophe fund which may include the City's payroll
as compared to the total payroll of all Member Cities, the City's individual loss experience, and
such other criteria as the Board may determine to be relevant.

(g) The annual readjustment of the amount of assessment shall be made and
notices for readjusted assessment amounts and the next year's assessments shall be
distributed at least ninety (90) days prior to the close of each fiscal year. This assessment
amount, together with any readjusted amount due under paragraph (c) above, shall be due
and payable on or before fifteen (15) days after the beginning of the fiscal year.

(h)  Inasmuch as some Member Cities may experience an unusual frequency of
losses during a single fiscal year, which could increase their final assessment substantially for
that year and cause budgetary problems, the Board may provide for payment of a portion of
such assessment to be made over a period of time, not to exceed three years, plus reasonable
interest.
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ARTICLE 14
Accounts and Records

(a) Annual Budget. The Authority shall annually adopt an operating budget,
pursuant to Article 8(c) of this Agreement.

(b)  Funds and Accounts. The Authority shall establish and maintain such funds and
accounts as may be required by state law and proper accounting practices. Books and
records of the Authority shall be in the hands of the Treasurer and shall be open to any
inspection at all reasonable times by representatives of Member Cities.

(c) Executive Director's Report. The Executive Director, within one hundred and twenty
(120) days after the close of each fiscal year, shall give a complete written report of all financial
activities for such fiscal year.to the Board and to each Member City.

(d)  Annual Audit. The Board may provide for a certified, annual audit of the
accounts and records of the Authority such audit shall conform to generally accepted auditing
standards. When such an audit of the accounts and records is made by a Certified Public
Accountant, a report thereof shall be filed as a public record with each of the Member Cities.
Such report shall be filed within six (6) months of the end of the year under examination.

(e) Costs. Any costs of the audit, including contracts with, or employment of,

Certified Public Accountants, in making an audit pursuant to this Article, shall be borne by the
Authority and shall be considered included within the term "administrative costs".

ARTICLE 15
Responsibility for Monies

(@) The Treasurer of the Authority shall have the custody of and disburse the
Authority's funds subject to Board approval. He or she shall have the authority to delegate the
signatory function to such persons as are authorized by the Board.

(b) A bond in the amount set by the Board, as outlined by State RCW shall be
required of all officers and personnel authorized to disburse funds of the Authority, such bond
to be paid for by the Authority. .

(c)  The Treasurer's duties shall include:

(1) Receive and receipt for all money of the Authority and place it in the treasury to
the credit of the Authority;

(2) Be responsible upon his or her official bond for the safekeeping and
disbursement of all of the Authority's money so held by him or her,
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(3) Pay, when due, out of money of the Authority so
held by him or her, all sums payable on outstanding debts of the Authority;

(4) Pay any other sums due from the Authority money only upon request for
payment signed by the President of the Board or the Executive Director. The Board
may designate an alternate signature for each; and

(5) Verify the report in writing on the first day of July, October, January and April of
each year to the Authority and to Member Cities the amount of money held for the
Authority, the amount of receipts since the last report, and the amount paid out since
the last report.

ARTICLE 16
Responsibilities of the Authority

The Authority shall perform the following functions in discharging its responsibilities

-under this Agreement:

(a) Provide coverage by whatever means and methods the Board deems
appropriate, including but not limited to a self-insurance fund and commercial insurance, as
well as excess coverage and umbrella insurance, by negotiation or bid, and purchase, as
necessary.

(b)  Assist Cities in obtaining insurance coverages for risks not included within the
basic coverage of the Authority.

(c)  Assist each City's assigned risk manager with the implementation of that function
within the City.

(d)  Provide loss prevention and safety and consulting services to Cities as required.

(e) Provide claims adjusting and subrogation services for claims covered by the
Authority's Joint Protection Program.

(f) Provide loss analysis by the use of statistical analysis, data processing, and
record and file-keeping services, in order to identify high exposure operations and to evaluate
proper levels of self-retention and deductibles.

(9) Provide for Cities, as needed, a review of their contracts to determine sufficiency
of indemnity and insurance provisions.
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(h)  Conduct risk management audits to review the participation of each City in the
program. The audit shall be performed by the Executive Director, or, at the discretion of the
Board, an independent auditor may be retained by contract to conduct the audits.

(i) The Authority shall have such other responsibilities as deemed necessary by the
Board of Directors in order to carry out the purposes of this Agreement.

ARTICLE 17
Responsibilities of Member Cities
Member Cities shall have the following responsibilitiés:

(a)  The City Council, Commission, or appointing official of each City shall appoint a
representative and at least one alternate representative to the Board of Directors, pursuant to
Article 7 of this Agreement.

(b)  Each City shall appoint an employee of the City to be responsible for the risk
management function within that City, and to serve as a liaison between the City and the
Authority as to risk management. '

(c) Each City shall maintain an active safety officer and/or committee, and shall
consider all recommendations of the Authority concerning the development and
implementation of a loss control policy to prevent unsafe practices.

(d)  Each City shall maintain its own set of records, as a loss log, in all categories of
loss to insure accuracy of the Authority's loss reporting system.

(e)  Each City shall pay its assessment and any readjusted assessment promptly to
the Authority when due. After withdrawal or termination, each City shall pay promptly to the
Authority its share of any additional assessment and accrued interest at a rate determined by
the Board when and if required of it by the Board under Article 22 or 23 of this Agreement.

(f) Each City shall provide the Authority with such other information or assistance as
may be necessary for the Authority to carry out the Joint Protection Program under this
Agreement.

(g)  Each City shall in any and all ways cooperate with and assist the Authority, and
any insurer of the Authority, in all matters relating to this Agreement and covered losses, and
will comply with all by-laws, rules and regulations adopted by the Board of Directors.
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ARTICLE 18
Interim Period and Effective Date of Program

(a) Interim Period. Once this Agreement has been initially signed, the estimated
deposit charge for each City shall be developed and presented to each City by written notice.
Each City shall have thirty (30) days from the receipt of such notice to withdraw from the
Agreement.

After the end of this thirty (30) day period, and prior to December 1, 1980, each
City's actual deposit charge shall be determined. Each City which signed the Agreement shalll
be bound thereby unless the actual deposit charge for the first year exceeds the estimated
deposit charge in the written notice. If the actual deposit charge exceeds the estimated
deposit charge, a Member City may nevertheless, elect to proceed with its participation in the
Joint Protection Program by informing the Authority, in writing, of its decision to that effect.

(b)  Effective Date. After each City's actual deposit charge for the first year has
been determined, written notice to that effect shall immediately be given to all Cities. The Joint
Protection Program shall become effective thirty (30) days from the date of such notice.

(c) Joint Protection Program. After this Agreement becomes effective, the
Authority shall develop the details of the Joint Protection Program more fully described in
Article 12 and 13 of this Agreement.

ARTICLE 19
New Members

After the effective date of the Joint Protection Program is established by the Authority,
according to the provisions of Article 18, additional Cities shall not be permitted to become
signatories to this Agreement, or to enter the Joint Protection Program, during the first year of
operation. Following the first year of operation, the Authority shall allow entry in the program of
new members approved by the Board at such time during the year as the Board deems
appropriate.  Cities entering under this Article will be required to pay their share of
organizational expenses as determined by the Board, including those necessary to analyze
their loss data and determine their assessment.
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ARTICLE 20
Withdrawal and Cancellation
(a)  City Withdrawal From Authority Membership

(1) A Member City may withdraw as a party to this Agreement pursuant to
requirements of Article 18. ‘

(2) A Member City which signs the Agreement and enters the Joint Protection
| Program pursuant to Article 18 may not withdraw as a party to this Agreement and as a
member of the Authority for a three-year period commencing on the effective date of the
Joint Protection Program, as determined by Article 18.

(3)  After the initial three-year non-cancelable commitment to the program, a
Member City may withdraw from membership only at the end of any fiscal year of the
Authority, provided it has given the Authority twelve months prior written notice of its
intent to withdraw from this Agreement. Such notice shall be hand carried or malled to
the offices of the Authority by certified mail.

(4)  Withdrawal of membership will result in automatic cancellation of such
Member City's participation in the Joint Protection Program, any excess insurance and
any other programs offered by the Authority effective the date of withdrawal. Further,
the Authority reserves the right to non-renew said withdrawing Member City's coverage
in any Authority program during such City's notice period.

(b)  Authority Termination of City Membership

(1) The Authority shall have the right to terminate any City's membership in -
the Authority at any time. Such Termination of Membership shall be upon a majority
vote of the Board of Directors present at a full Board meeting where such motion for
termination of membership is presented. A City's termination of membership shall
become effective no later than sixty (60) days after the date such motion is passed, but
| in no event shall membership extend beyond the last day of coverage in the current
Authority program in which said City is a participant.

(2) For purposes of this section, Membership in the Authority consists of a
Member City's right to have a representative on the Board of Directors and to vote on
Board matters, and the right to participate or receive coverage in any Joint Protection
Program, self-insured retention or excess insurance program, and to utilize any
Authority services or programs.
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(3)  The Authority shall notify a City in writing of its intent to vote on a motion
for Termination of Membership of the City at least 30 days before the meeting at which
the motion is to be voted upon. The notification shall include reasons for the proposed
Termination of Membership. The affected City has the right to be represented at the
meeting where the motion for Termination of Membership is to be voted upon and will
be provided an opportunity to address the Board members present if they so choose.

ARTICLE 21
Cancellation of Coverage

(@)  The Authority shall have the right to cancel any Member City's participation in
any coverage program offered by or through the Authority. The terms of such cancellation of
coverage will be specified in each of the coverage documents for the Authority's various
programs, except that excess coverage in any program shall automatically cancel effective the
‘date of cancellation of its self-insured coverage. Further coverage in all Authority programs
shall cease effective the date of Member City's voluntary withdrawal of membership from the
Authority.

(b)  The Authority may cancel any Member City's participation in any coverage
program offered by or through the Authority without termination of the Member City's
membership in the Authority. However, any City whose Membership in the Authority has been
terminated pursuant to Article 20(B) shall automatically be canceled from participation in all
coverage programs offered by or through the Authority as of the effective date of termination of
membership.

ARTICLE 22
Effect of Withdrawal

(@)  The withdrawal of any City from this Agreement shall not terminate the same and
no City by withdrawing shall be entitled to payment or return of any assessment, consideration
of property paid, or donated by the City to the Authority, or to any distribution of assets.

e

(b) The withdrawal of any City after the effective date of the Joint Protection Program
shall not terminate its responsibility to contribute its share of funds to any fund or program
created by the Authority until all claims, or other unpaid liabilities, covering the period the City
was signatory hereto have been finally resolved and a determination of the final amount of
payments due by the City or credits to the City for the period of its membership has been made
by the Board of Directors. In connection with this determination, the Board may exercise
similar powers to those provided for in Article 23(c) of this Agreement.
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ARTICLE 23
Termination and Distribution

(a)  This Agreement may be terminated any time during the first three noncancelable
years by the written consent of all Member Cities, and thereafter by the written consent of
three-fourths of the Member Cities; provided, however, that this Agreement and the Authority
shall continue to exist for the purpose of disposing of all claims, distribution of assets and all
other functions necessary to wind up the affairs of the Authority.

(b) Upon termination of this Agreement, all assets of the Authority shall be
distributed only among the parties that have been Members of the Joint Protection Program,
including any of those parties which previously withdrew pursuant to Article 20 or 21 of this
Agreement, in accordance with and proportionate to their cash (including assessment)
payments and property (at market value when received) contributions made during the term of
this Agreement. The Board shall determine such distribution within six months after the last
pending claim or loss covered by this Agreement has been finally disposed of.

(c) The Board is vested with all powers of the Authority for the purpose of winding up
and dissolving the business affairs of the Authority. These powers shall include the power to
require Member Cities, including those which were Member Cities at the time the claim arose
or at the time the loss was incurred, to pay their share of any additional amount of assessment
deemed necessary by the Board for final disposition of all claims and losses covered by this
Agreement. A City's share of such additional assessment shall be determined on the same
basis as that provided for annual assessments in Article 13(d) and (e) of this Agreement, and
shall be treated as if it were the next year's annual assessment for that City, subject to the
limits described in Article 13(h) of this Agreement.

ARTICLE 24
Provisions for By-Laws and Manual

As soon as practicable after the first meeting of the Board of Directors, and within the
first twelve months of the Authority's existence, the Board shall cause to be developed
Authority By-Laws and a policy and procedure manual to govern the day-to-day operations of
the Authority. Each Member City shall receive a copy of any By-Laws, policy statement or
manual developed under this Article.
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ARTICLE 25
Notices

| Notices to Member Cities hereunder shall be sufficient if mailed to the office of the City
Clerk of the respective Member City.

ARTICLE 26
Amendment
This Agreement may be amended at any time by the written approval of two-thirds of all
City Councils or Commissions of Cities signatory to it, or by an amendment adopted in the
manner provided for in the By-Laws.
ARTICLE 27
Prohibition Agaihst Assignment
No City may assign any right, claim or interest it rhay have under this Agreement, and
no creditor, assignee or third party beneficiary of any City shall have any right, claim or tltle to
any part, share, interest, fund, assessment or asset of the Authority.
ARTICLE 28

Agreement Complete

The foregoing constitutes the full and complete Agreement to the parties. There are no
oral understandings or agreements not set forth in writing herein.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement by
Authorized officials thereof on the date indicated in the appropriate Appendix.
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BY-LAWS

For the regulation of the Washington Cities Insurance Authority (Authority), except as otherwise provided by
statute or the Agreement creating the Authority (Interlocal).

ARTICLE I. OFFICES
SECTION 1. PRINCIPAL EXECUTIVE OFFICE.
(Amended 5/11/94 by Resolution 129-94 effective 5/11/94.)

The principal executive office for the transaction of the business of the Authority is hereby fixed and located
at 320 Andover Park East, Suite 120, Tukwila, WA 98188. The Board of Directors of the Authority (Board)
shall have the authority to change the location of the principal executive office from time to time. Any such
change shall be noted on the Authority By-Laws (By-Laws) or this section may be amended to state the new
location.

SECTION 2. OTHER OFFICES.

Other business offices may at any time be established by the Board at any place or places where the
Authority is qualified to do business.

ARTICLE Il. BOARD OF DIRECTORS
SECTION 1. COMPOSITION AND SELECTION.

The Board shall be composed of one representative from each member of the Authority, who shall be an
officer or employee of that member and shall be appointed by the city council, or commission or appointing
official of that entity, as provided for in the Interlocal. Each city council, commission or appointing official
shall also appoint at least one alternate, who shall be an officer or employee of that entity. The alternate
may attend meetings and vote in the absence of the regular representative. "Absence", as the term is used
in this section, includes "vacancy" as defined in Section 2 of this Article I1.

If a member in the Authority is terminated for whatever reason and by whatever method, that entity shall no
longer have a representative on the Board, or any Committee created by the Authority.

(Amended 10/10/85 by Resolution 50-85 effective 10/10/85.)
(“Cities” was deleted throughout where applicable on 1/13/95 by Resolution 132-95 effective 1/13/95.)

SECTION 2. VACANCIES.

A vacancy or vacancies in the Board shall be deemed to exist in case of death, resignation, expiration of
term, removal by the entity that made the appointment, or when the representative ceases to be an
employee or official of the appointing entity. Vacancies in the positions of representative or alternate shall
be filled in the manner provided for regular appointment of such persons in the Interlocal and the By-Laws.
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SECTION 3. ANNUAL MEETING.

(@) Time Held and Business to be Transacted. The annual meeting of the Board shall be held in January
of each year at a date and time to be designated by the Board. At such meeting the President and
Vice President of the Authority shall be elected, reports of the affairs of the Authority shall be
considered, and any other business may be transacted which is within the powers of the Board.

(b) Notice. Written notice of each annual meeting shall be given to each member of the Authority by mail
or other means of written communication, in the manner provided by the Revised Code of the State of
Washington, Section 42.30, known as the Open Meetings Act. Such notice shall specify:

(1) The place, the date, and the hour of such meeting;

(2) Those matters which are intended to be presented for action by the Board,;

(3) Such other matters, if any, as may be expressly required by statute or by the Interlocal.
SECTION 4. REGULAR MEETINGS.

(@) Time Held and Business to be Transacted. The Board, unless delegated to the Executive Director of
the Authority (Executive Director), shall establish the dates for the regular meetings. The annual
meeting to be held in January shall serve as the first regular meeting.

(Amended 10/10/85 by Resolution 50-85 effective 10/10/85.)

(b) Notice. Written notice of each regular meeting shall be given to each member of the Authority by mail
or other means of written communications, in the manner provided by the Revised Code of the State of
Washington, Section 42.30, known as the Open Meetings Act. Such notice shall specify:

(1) The place, the date, and the hour of such meeting;

(2) Those matters which are intended to be presented for action by the Board,;

(3) Such other matters, if any, as may be expressly required by statute or by the Interlocal.
SECTION 5. SPECIAL MEETINGS.

Special meetings of the Board, for the purpose of taking any action permitted by statute and the Interlocal,
may be called at any time by the President or by not less than seven (7) members. Upon request in writing
that a special meeting of the Board be called for any proper purpose, directed to the President or Vice
President by any person or persons entitled to call a special meeting of the Board, the officer receiving such
request forthwith shall cause notice to be given to the members that a meeting will be held at a time
requested by the person or persons calling the meeting, not less than twenty four (24) hours nor more than
sixty (60) days after receipt of the request. Notice of any special meeting shall be given in compliance with
the Open Meetings Act. Such notice shall specify the place, date, and hour of such meeting, and, if
applicable, the names of nominees for officers intended at the time of the notice to be presented for election
and the nature of the business to be transacted. No business other than that specified in the notice of a
special meeting may be transacted at that meeting.

SECTION 6. PLACE OF MEETING.

All annual or other meetings of the Board shall be held at a place designated by the Board or approved by
the written consent, given either before or after the meeting and filed with the President, of all members not
present thereat.
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SECTION 7. QUORUM.

At any meeting, the presence in person by the representative or alternate of a majority of the members shall
constitute a quorum for the transaction of business. The members present at a duly called or held meeting
at which a quorum is present may continue to do business until adjournment, notwithstanding the withdrawal
from the meeting of enough members to leave less than a quorum, if any action taken (other than
adjournment) is approved by a number of members at least equal to a majority of the members required to
constitute a quorum.

SECTION 8. ADJOURNED MEETINGS.

(@) Adjournment. Any Board meeting, annual or special, whether or not a quorum is present, may be
adjourned from time to time by the vote of a majority of the members present, but in the absence of a
quorum no other business may be transacted at such meeting, except as provided in Section 7 of this
Article II.

(b) Notice. When any Board meeting, either annual or special, is adjourned for forty-five (45) days or
more, notice of the adjourned meeting shall be given as in the case of an original meeting. Except as
specifically provided herein, or by the Open Meetings Act, it shall not be necessary to give any notice
of the time and place of the adjourned meeting or of the business to be transacted thereat, other than
by announcement of the time and place thereof at the meeting at which such adjournment is taken.

SECTION 9. VOTING.

Unless a record date for voting purposes be fixed by the Board, members which are members on the day of
the meeting of the Board shall be entitled to vote at such meeting. Such vote may be viva voce or by ballot
provided; however, that all elections for officers must be by ballot upon demand made by a member at any
election and before the voting begins. If a quorum is present, the affirmative vote of the majority of the
members represented at the meeting shall be the act of the Board, unless the vote of a greater number is
required by the Interlocal or by statute. Every member shall have one vote.

SECTION 10. RULE OF PROCEDURE FOR MEETINGS.

All meetings of the Board shall be conducted in accordance with Robert's Rules of Order, except where such
are in conflict the Open Meetings Act, the Interlocal, or the By-Laws, whereupon the latter three shall govern
over said Rules of Order.

SECTION 11. INSPECTORS OF ELECTION.

(& Appointment. In advance of any meeting of the Board, the Board may appoint any persons, other than
nominee for office, as inspectors of election to act at such meeting or any adjournment thereof. If
inspectors of the election be not so appointed, the President or Vice President in the President's
absence may, and on the request of any member 's representative or alternate, shall make such
appointment at the meeting. The number of inspectors shall be either one (1) or three (3), at least one
of whom shall be a member of the Board. In case any person appointed as inspector fails to appear or
fails or refuses to act, the vacancy may, and on the request of any member , shall be filled by
appointment by the Board in advance of the meeting, or at the meeting by the President or the Vice
President in the President's absence.

(b) Duties. The duties of such inspectors shall include: determining the current number of members, the
members represented at the meeting, and the existence of a quorum; receiving votes, ballots or
consents; hearing and determining all challenges and questions in any way arising in connection with
the right to vote; counting and tabulating all votes or consents; determining when the polls shall close;
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determining the result; and such acts as may be proper to conduct the election or vote with fairness to
all members.

(c) Procedure. The inspectors of election shall perform their duties impartially, in good faith, to the best of
the ability and as expeditiously as is practical. The decision, act or certificate of a majority of the
inspectors shall be effective in all respects as the decision, act or certificate of all. Any report or
certificate made by the inspector of election is prima facie evidence of the facts stated therein.

ARTICLE Ill. OFFICERS AND EMPLOYEES
SECTION 1. OFFICERS.

The officers of the Authority shall be a President, a Vice President, a Treasurer, and a Secretary. The Board
may, in addition, provide for other officers as it deems necessary for the performance of the business of the
Authority.

SECTION 2. ELECTION AND TERM OF OFFICE.

The President and Vice President of the Authority shall be elected by the Board at its annual meeting, and
each shall hold office for a term of one year or until he or she resigns or is removed or otherwise disqualified
to serve, and until his or her successor is elected. The elected President and Vice President shall hold office
each for a maximum of two consecutive one year terms. Nominations for the offices of President and Vice-
President are opened and closed at the last full Board Meeting of the year, and nominations for Executive
Committee positions are also opened at that said full Board Meeting, but not closed until after the January
Annual Meeting, to allow those not elected to an office the opportunity to also run for an Executive
Committee position.

(Section 2. amended 5/15/87 by Resolution 74-87 effective 5/15/87, amended 11/9/90 by Resolution 114-90 effective
11/9/90.)

SECTION 3. OTHER OFFICERS AND EMPLOYEES.

The Board shall appoint, or may empower the President to appoint, all officers other than the President and
Vice President. Except as may otherwise be provided in the Interlocal or the By-Laws, such officers shall
hold office for a term of one year. The Board shall also appoint an Executive Director and Authority Legal
Counsel who shall serve at the pleasure of the Board for such term as the Board may provide by agreement.
All officers and employees shall have such authority and perform such duties as are provided in the
Interlocal, or the By-Laws, or as the Board may from time to time determine. The Board may provide for the
payment of compensation to officers or employees for their services to the Authority.

SECTION 4. VACANCIES.

A vacancy in any office because of death, resignation, removal, disqualification, expiration of term, or any
other cause shall be filled in the manner prescribed in the Interlocal and the By-laws for regular
appointments to such office.

SECTION 5. REMOVAL, RESIGNATION AND RESIGNATION.

(@) Removal. The President or Vice President may be removed, without cause, by the Board at any
regular or special meeting thereof. An officer chosen by the Board may be removed, without cause, by
the Board, or by an officer upon whom such power of removal may be conferred by the Board (subject,
in each case, to the rights, if any, of an officer under any contract of employment).
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(b) Resignation. Any officer may resign at any time by giving written notice to the Board or to the
President, without prejudice, however, to the rights, if any, of the Authority under any contract to which
such officer is a party. Any such resignation shall take effect at the date of the receipt of such notice
or at any later time specified therein, and, unless otherwise specified therein, the acceptance of such
resignation shall not be necessary to make it effective.

(c)  Succession to the Office of President. In the event that the elected President dies, resigns or is unable
to continue to serve, the elected Vice-President shall assume the office of President until the next
scheduled Full Board Meeting. In the event that the serving President dies, resigns or is unable to
serve and at the time the Office of Vice-President is vacant, the most senior in service to he Executive
committee of the then serving Executive Committee members shall become the President and shall
serve until the next full Board meeting when an election for the Office of President shall occur. In this
event, if there are two Executive Committee members with equal seniority the one oldest in age shall
become the President.

(New sub-section (c) added by Executive Committee approval 10/10/2008)
SECTION 6. PRESIDENT.

The President shall be the Chairman of the Board, shall preside at all meetings of the Board and have such
other powers and duties as may be prescribed by the Board in conformance with the Interlocal and the By-
Laws.

SECTION 7. VICE PRESIDENT.

In the absence, resignation, termination or disability of the President, the Vice President shall perform all the
duties of the President, and when so acting shall have all the powers of, and be subject to all the restrictions
upon, the President. The Vice President shall have such other powers and perform such other duties as
from time to time may be prescribed by the Board or the By-laws.

SECTION 8. EXECUTIVE DIRECTOR.

The Executive Director is the Chief Operating Officer of WCIA as provided for in ARTICLE 11(b) the
Interlocal Agreement creating WCIA and shall have the duty of administering the Joint Protection Program of
the Authority, and shall have such other and related duties as may be prescribed by the Board or the
By-Laws. The Executive Director has final authority to hire and fire all other employees of WCIA (except for
the General Counsel) for positions approved in the operating budget and has exclusive authority and
responsibility to supervise, direct and train all other employees of WCIA. The Executive Director is
responsible for carrying out the mission and purpose of WCIA as defined in the Interlocal Agreement,
By-Laws and Resolutions and/or approved motions of the Full Board of Directors and/or Executive
Committee and is responsible to oversee that the financial operations of WCIA are properly carried out in
conformance with the laws governing WCIA operations. The Executive Director may only be hired or
removed by approval of a vote of the majority of the Full Board of Directors.

(Section 8. amended 7/8/82 by Resolution 21-82 effective 7/8/82.) ("Executive Director" was amended throughout where
applicable on 10/10/85 by Resolution 50-85.) (“Executive Director” was amended throughout where applicable on 7/8/05.)

SECTION 9. TREASURER.

The Treasurer shall keep and maintain, or cause to be kept and maintained, adequate and correct financial
records of the Authority, including accounts of its assets, liabilities, receipts and disbursements, and shall
have such other duties as are provided for in the Interlocal.
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SECTION 10. SECRETARY.

The Secretary shall record or cause to be recorded, and shall keep or cause to be kept, at the principal
executive office or such other place as the Board may order, a book of minutes of actions taken at all
meetings of the Board whether regular or special (and, if special, how authorized), the notice thereof given,
the names of those present at the meetings and the proceedings thereof.

The Secretary shall keep, or cause to be kept, at the principal executive office of the Authority a list of all
designated representatives and alternate of each member.

The Secretary shall give, or cause to be given, notice of all the meetings of the Board required by the By-
Laws or by law to be given.

The Secretary shall keep, or cause to be kept, at the principal executive office of the Authority, the official
Authority documents and records, and shall distribute or cause to be distributed, to the appropriate
members, copies of the same, and shall have such other and related duties as may be prescribed by the
Board, Interlocal, or by the By-Laws.

(New Section 10. Secretary added 7/8/82 by Resolution 21-82 effective 7/8/82.)
SECTION 11: GENERAL COUNSEL

The General Counsel is the Chief Legal Officer and Attorney for WCIA as provided in ARTICLE 11(d) of the
Interlocal Agreement creating WCIA and is the primary legal advisor to the Full Board of Directors, Executive
Committee, President and Executive Director of WCIA. The General Counsel must be an attorney admitted
to practice in the State of Washington, in good standing, and may be either an independent contractor to
WCIA or an employee of WCIA. The General Counsel has primary responsibility to oversee and/or
represent WCIA in any legal actions directly involving WCIA as a party. The General Counsel is to provide
legal counsel and advice as he/she deems required to the Board or Directors, Executive Committee,
President and Executive Director of WCIA on any and all matters of legal concern regarding the operations
of WCIA or on such other related legal matters or tasks as any of them may request. The General Counsel
may only be appointed/hired or removed by approval of a vote of the majority of the Full Board of Directors

(New Section 11, General Counsel, added 7/8/05)

SECTION 12. EXECUTIVE COMMITTEE.
(@) Establishment of the Executive Committee:

(1) An Executive Committee of the Authority shall exist consisting of nine members including the
President and Vice President by virtue of their office and seven other members nominated by-the
Board and elected by the Board at its annual meeting in January. The elected Executive
Committee member(s) shall each serve a three (3) year term of office and shall be limited to
serving no more than two (2) consecutive elected terms in office, exclusive of any service as
President, Vice President, or ex-officio member. Anyone appointed to complete a term on the
Executive Committee created by a vacancy as authorized under Section 11(a) (5) of these Bylaws
shall be eligible to serve two consecutive elected terms as an Executive Committee member
thereafter, exclusive of any service as President or Vice President;

(2) The Treasurer shall be an ex-officio member of the Executive Committee and shall attend all
meetings. All official committee chairpersons shall be ex-officio members and shall be invited to
attend all meetings;
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(b)

®)

(4)

®)

(6)

Candidates for Executive Committee shall be chosen for their personal knowledge and expertise
and may be either a delegate or an alternate for the members. Executive Committee members
may not be substituted by alternates or proxy;

The President shall serve as Chairman of the Executive Committee and in his/her absence, the
Vice-President shall preside. In the event neither the President or the Vice President are able to
attend, the Executive Committee shall elect a chairman pro tem as appropriate;

Vacancies in membership to the Executive Committee, other than the President or Vice President,
shall be filled by appointment made by the President and ratified by the Board at their next regular
meeting. Any appointee appointed by the President and ratified by the full Board shall serve until
the vacated term is completed; and

The Executive Committee shall meet on a monthly basis (before any regular full Board meetings if
coinciding on the same date) unless such meetings are cancelled by the President or Vice
President acting as presiding officer.

The full Board shall meet on a quarterly basis unless a special meeting shall be called by the
President, Vice President, acting as the presiding officer, or a majority of the acting Board.

Powers of the Executive Committee. The Executive Committee shall have the following powers and
duties to act on behalf of the full Board:

@)
@)

®)

4)

®)

(6)

@)

®)

9)

Power to approve new members admission to the Authority;

Power to excuse a member from Executive Committee session due to conflict of interest of that
member;

Power to determine issues concerning the coverage or protection afforded to a member by the
Authority, including hearing any appeals by a member to a letter of denial of coverage executed
by the Executive Committee. Any decision of the Executive Board determining coverage or
protection afforded a member may be appealed to the full Board by any member ;

Power to select and approve the purchase of necessary insurance for the Authority and its
members, including excess insurance, limits of liability, policy language and scope of coverage,
when necessary, and when the Executive Committee determines, in its own discretion, that such
action cannot await determination at the next full Board meeting;

Power to authorize commencement of lawsuits in the name of the Authority;

Power to authorize settlement of any claim or lawsuit made against the Authority or any member
on a covered claim;

The power to terminate any and all insurance coverage afforded by the Authority, including but not
limited to, any coverages under the Joint Protection Program and any policy of excess insurance,
to any member whenever the Executive Board determines that the circumstances set forth in
Article 21 of the Interlocal warrants such cancellation or whenever it appears to the Executive
Committee that a member has failed to pay any premium or assessment within fifteen (15) days
after the date upon which such premium or assessment was due to be paid to the Authority;

Power to take any action on behalf of the full Board, at any scheduled full Board Meeting,
whenever a quorum of the full Board shall not be present;

Power to conduct any other authorized general business of the Authority as is necessary for its
operation unless such power has been specifically preempted by the By-Laws, Interlocal or
previous Resolutions of the Board. It is the intent of this Section that the Executive Committee
shall not interfere or usurp the authority of the Executive Director which lies within the scope of the
Executive Director's job description and Employment Agreement;

(10) Power to appoint an acting Executive Director and/or General Counsel. In the event of the death,

disability, disappearance , termination, or resignation of the Executive Director or General Counsel
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(©

in the event of the Executive Committee being presented with substantial credible allegations of
serious misconduct by either, the Executive Committee may suspend the Executive Director
and/or General Counsel with pay and/or appoint an acting Executive Director and/or General
Counsel, who shall serve in that capacity for as long as the Executive Committee deems
necessary, but, no longer than the date of the next Full Board meeting. At the next Full Board
meeting following a suspension of either or appointment of an acting Executive Director and/or
General Counsel by the Executive Committee, the Full Board shall be fully informed of the action
taken by the Executive Committee and shall determine what appropriate further action shall be
taken to either permanently replace the Executive Director and/or General Counsel or to reinstate
either of them by ending the prior suspension of the Executive Committee;

(11) Authority to determine the amount of any initial charge of any proposed new member to the
Authority and authority to establish or modify the member assessments or premiums to be paid to
the Authority;

(12) Authority to approve the monthly register of expenditures upon recommendation by the Executive
Director;

(13) Authority to authorize any officer or officers, agent or agents of the Authority to enter into contracts
on behalf of the Authority; and the

(14) Authority to hear and determine grievances of any employee of the Authority according to the
procedures and within the scope defined in Article IX of these By-Laws.

(15) Powers of the Executive Committee, giving the Executive Committee the authority to institute a
deductible on or eliminate a line of coverage or restrict member renewal options; if a member
blatantly refuses to attend training and ignore risk management recommendations.

(Section 11(b) amended 03/10/95 by Resolution 132-95 effective 03/10/95) (Section 12 (b) 10 amended 7/8/05)

Powers Reserved to the Full Board. The Board shall continue to reserve and exercise the following
authority and powers:

(1) Authority to establish other business offices where the Authority is qualified to do business;

(2) Authority to determine where the Book of Minutes of actions taken at all meetings of the Board is
to be kept if other than the principal executive office;

(3) Authority to establish the time, date and place of the Annual Meeting in January of each year;

(4) Authority to elect the President, Vice President, Executive Committee and appoint or empower
the President to appoint all other officers and committees, except the Executive Committee;

(5) Authority to prescribe duties and powers of the President, Vice President, Executive Director,
Treasurer and the Executive Committee;

(6) Authority to remove the President and Vice President without cause and may remove any other
officer or Committee member chosen by the Board without cause;

(7) Authority to review, modify or override actions of the Executive Committee upon a majority vote of
the full Board;

(8) Authority to appoint an Executive Director and the Authority Legal Counsel to the Board on such
terms and conditions as the Board may provide by agreement;

(9) Authority to review, modify if necessary, and approve the annual operating budget of the Authority
as recommended by a committee appointed by the President;

(10) Authority to adopt, amend, or repeal the By-Laws by a majority vote of the full Board;
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(11) Authority to adopt, amend, or revise the rules, regulations, and coverages of the Joint Protection
Program;

(12) Authority to terminate any member 's membership in the Authority; and

(13) The authority to terminate, when appropriate, the services of the Executive Director and/or the
Legal Counsel to the Board upon majority vote of the Board.

(Section 11. created and approved 5/12/88 by Resolution 90-88 effective 5/12/88.) (Section 11 renumbered to Section 12
on 7/8/05)

SECTION 13. OTHER COMMITTEES.

Other standing committees consisting of volunteers from the membership, may be established, and/or
assumed, by the Executive Committee. Members of the committees shall be appointed by the President
and report to the Executive Committee. At least one member from the Executive Committee shall serve on
each committee as a liaison person.

Standing committees may address specific areas of pool operation such as budget, long-range planning,
investment and risk management/loss control, claims and legislation.

Committee activity, as assigned by the Executive Committee, may include:
Budget Committee: Reviews revenue and expenditure budget elements, actuarial confidence level, loss

projections and funding, assessment formula elements and member assessment recommendations;
recommends administrative and operations budgets to Executive Committee.

Investment Committee: Develops policy and annually reviews investment goals, strategies, portfolio
development and apportionment by vendor; reviews third party investment firm’s performance and
transactions; recommends vendor contract renewal and policy changes to Executive Committee.

Audit Committee: Performs an in-house financial audit oversight function by annually reviewing elements of
the Comprehensive Risk Financing Plan, State Accountability Audit, Assessment formula purpose and
effect, investment strategy and effect, and annual financial report accuracy.

Loss Control Committee: Creates and monitors user-friendly generic risk management guidelines for
specific and evolving municipal activities; develops as Loss Control Guideline binders for web-based
application.

Long Rang Planning Committee: Employs visioning and strategic planning to areas of membership types
and growth, COMPACT multi-year direction, creation of membership procedures such as the Member Action
Plan (MAP) and other strategic plans; makes recommendations to the Executive Committee.

(Section 12 renumbered to Section 13 on 7/8/05) (Section 13 language change, 11/9/06 Executive Committee approval)
(Section 13 Audit Committee created and approved by Resolution 207-07 effective 4/13/07)

ARTICLE IV. MISCELLANEOUS

SECTION 1. RULES AND REGULATIONS OF JOINT PROTECTION PROGRAM.

As soon as practicable after development of the details of the Joint Protection Program, the specific rules
and regulations for the implementation of the program shall be adopted by the Board, which shall cause
them to be set forth in written form and copy thereof distributed to each member . Such rules and
regulations may be included in any procedure manual prepared by the Authority for the members.
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SECTION 2. ANNUAL REPORT.

The Board of the Authority shall cause an annual report to be sent to the members not later than 120 days
after the close of each fiscal year. Such report shall contain a balance sheet as of the end of such fiscal

year and an income statement and statement of changes in financial position for such fiscal year, and shall
be accompanied by the annual audit report thereon and such other information as may be required by law.

SECTION 3. DEFENSE OF AGENTS OF THE AUTHORITY.

(@) Forthe purposes of this Article, "agent" means any person who is or was an officer, employee or other
agent of the Authority.

(b) The Authority shall provide for the defense of any Authority agents and paying of any valid judgments
and claims brought against any such agent of the Authority arising from their actions or conduct in his
or her official or individual capacity or both, on account of an act or omission within the scope of his or
her agency as an agent of the Authority; provided, however, this section shall not apply to those
occurrences covered by an Authority policy of liability insurance.

SECTION 4. INSPECTION OF AUTHORITY RECORDS.

The accounting books and records, the list of member designated representatives, and minutes of
proceedings of the Board shall be open to the inspection of any member at any reasonable time. Such
inspection by a member may be made in person or by agent or attorney, and the right of inspection includes
the right to copy and make extracts.

SECTION 5. CHECKS AND DRAFTS.

All checks, drafts or other orders for payment of money, notes or other evidences of indebtedness, issued in
the name of or payable to the Authority, shall be signed or endorsed by the President and the Executive
Director or by such person or persons and in such manner as, from time to time, shall be determined by the
Board.

SECTION 6. REGISTER OF EXPENDITURES.

A register of expenditures shall be submitted to the Board at the next Board meeting, for their review and
approval, and shall have attached thereto the affidavit or declaration of the Treasurer and/or Executive
Director certifying as to the accuracy of the demands and the availability of budgeted funds for payment
thereof.

(Section 6. amended 7/8/82 by Resolution 20-82 effective 7/8/82.)
SECTION 7. EXECUTION OF CONTRACTS.

The Board may authorize any officer or officers, agent or agents, to enter into any contract or execute any
instrument in the name of and on behalf of the Authority, and such authorization may be general or confined
to specific instances. Unless so authorized by the Board, no officer, agent or employee shall have any
power or authority to bind the Authority by any contract or engagement or to pledge or to render it liable for
any purpose or to any amount.
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SECTION 8. NEW MEMBER.

(@ A new member, after approval by a vote of the Board, shall become an active participant member of
the Authority commencing on the date so approved by the Board, provided that the new member has
completed the following:

(1) Signing of the Interlocal by an authorized representative of the new member , signifying the new
member's contractual commitment to abide fully with all provisions of the Interlocal in conjunction
with all previously admitted active members; and

(2) Payment of new member fee, as determined by majority vote of the Board, in an amount
necessary to cover the new member's share of all organizational expenses, expenses necessary
to analyze their loss data and risk profile and payment of their active membership with the
Authority, which payment shall be made within fifteen (15) days of the following month
commencing after signature of the Interlocal.

(b) It shall not be necessary for existing members to re-sign or ratify the Interlocal in order to allow the
joining to the Interlocal of new members. Once any member has signed the Interlocal, it shall
represent said member 's agreement to be bound, in the future, to all terms of the Interlocal, with any
new member whose membership has been approved by vote of the Board and who has completed the
requirements of membership as previously set forth in this section. Thereafter, the new member shall
be considered a party to the Interlocal of the same extent as all original members and for all purposes.

(Paragraph b. Section 8. amended 9/9/84 by Resolution 38-84 effective 9/9/84.)

(c) New members which sign the Interlocal shall become and remain participants in the Authority for the
three (3) full years following, until and unless terminated as provided for in the Interlocal.

(Paragraph c. Section 8. amended 9/9/84 by Resolution 38-84 effective 9/9/84.)
(New Section 8. New Member, created and approved 9/23/83, Resolution 29-83 effective 9/23/83.)

SECTION 9. PREVIOUS MEMBER RE-ENTRY.

Any former member seeking to re-enter the Authority as a member shall be subjected to a waiting period of
up to five (5) years maximum from the date of application for re-entry is received by the Authority before
such application will be considered and voted upon for approval of membership. This waiting period shall be
imposed unless modified by action of the Executive Committee.

Any former member applying for re-entry into the Authority shall be subject to the underwriting standards
being used by the Authority at the expiration of any waiting period which may have been imposed and any
other criteria which would be applicable to any potential new member seeking membership in the Authority
at that time.

(New Section 9. created and approved 5/12/88 by Resolution 86-99 effective 5/12/88.)

SECTION 10. NONPAYMENT OF ASSESSMENT PROCESS.

Member assessments shall be billed and collected according to the following schedule:

Date Action

Jan 1 Invoices mailed to members.

Jan 30 Assessments due.
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Jan 31 Delinquent members notified by mail and included in agenda packet for
Executive Committee action at the following Executive Committee monthly
meeting.

Delinquent members invited to attend Executive Committee meeting to appeal
action or request loan process.

February Executive Committee cancellation of coverage action.

Executive

Committee Meeting Ten-Day Notice of Cancellation sent by certified mail to City Clerk and Board
Delegate.

End of Coverage cancelled. Certified Notice sent to

Tenth Day City Clerk and Board Delegate, with notice of intent to terminate membership.

April Full Majority vote of Board termination action,

Board effective immediately or up to May 18th, at

Meeting the Board's discretion.

Notice sent to former member Delegate and City Clerk.

(New Section 10. created and approved 5/12/88 by Resolution 89-88 effective 5/12/88.)

SECTION 11. ASSOCIATE MEMBERSHIP

An associate member program shall be established as contemplated by the Interlocal, subject to the
following provisions:

@) The associate membership program is a tool towards full membership;

(b) Associate member participation must be advantageous to the Authority;

(c) Associate members must pay their full costs for services;

(d) Prggram parameters must stay within the existing Interlocal and not endanger the IRS private letter
(e) El'uklllé]%uthority retains the right to terminate the associate member if it appears that full membership

is not possible or the associate member is a poor risk.
(New Section 11 was created and approved 1/13/95 by Resolution 132-95 effective 1/13/95.)
ARTICLE V AMENDMENTS
SECTION 1. POWER OF BOARD OF DIRECTORS.
New By-Laws may be adopted or these By-Laws may be amended or repealed by the affirmative vote of a
majority of the entire Board, except as otherwise provided by the Interlocal.
ARTICLE VI ASSESSMENT DETERMINATION AND APPEAL
SECTION 1. ASSESSMENT DETERMINATION.

The Authority pre-funds its financial obligations by annually assessing its members their proportionate share
of expected losses, expenses and reserve contributions. The total Authority assessment will be developed
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by an actuary. Funding is expected to keep pace with loss and expense projections to insure adequacy of
reserves. Notices of new assessments shall be made by mid-year for member budget purposes.

(@) Individual assessments are determined through a rating formula based on each member 's own loss
experience, multiplied by its reported worker hours for the preceding calendar year.

(b) Stability of rates has value to a municipality and maximum and minimum rate changes are applied to
decrease the effects of a single bad year.

(c) A final modifier may then be applied by staff to reflect any unusual or significant changes in a
member's risk profile.

(d) Only the accuracy of the data used in an assessment determination (loss experience, number of
worker hours or arithmetic error) and the application of the data to the assessment formula is
appealable. Neither the actuary's methods of prediction nor the use of worker hours as the multiplier
may be challenged, except in the event incorrect data or arithmetic error is claimed to have occurred.
A member’s choice to change the method of reporting worker’s hours to the Department of Labor &
Industries after the member has submitted its worker hour report to the Authority for assessment
purposes is not a basis for appeal. Affordability of the assessment is not a valid basis for appeal.

(Article VI, Section 1(d) created and approved 5/13/98, effective 5/13/98.)

SECTION 2. APPEAL PROCESS.

Any written notice of assessment determined through the process described in Section 1 of this Article VI
shall be deemed final and uncontested unless the procedure for appeal, provided hereafter, is followed by
the member . The following procedure for such appeal shall apply in all cases.

(@) Any member in disagreement with the data used may appeal for reconsideration to the Executive
Director. The appeal must be initiated within thirty (30) days following mailing of the written
assessment notice. If an appeal is not initiated with thirty (30) days as provided herein, a member shall
be deemed to have waived any further right to appeal the assessment.

(b) An appeal is deemed initiated for purposes of this article when the member serves a written Notice of
Appeal upon the Executive Director. The written Notice of Appeal shall include the following
information:

(1) The name of the member initiating the appeal;

(2) A brief statement of facts identifying what portion of the data base is being appealed and the
reasons why the appealing party feels the data is incorrect. A copy of the assessment formula
may be attached by reference; and

(3) The signature of the party initiating the appeal.

(c) Within forty-five (45) days after an appeal has been initiated, a meeting of an Appeals Committee shall
be convened to hear the appeal. The Committee shall be appointed by the President, made up of five
members chosen from the Board with two (2) year terms from large/small and east/west members.
Notice of the hearing date shall be sent to the appealing party not less than fifteen (15) days prior to
the hearing date. The Committee chairperson shall have the authority to set hearing dates and grant
continuances where good cause may be shown.

(d) The hearing by the Appeals Committee may occur when a quorum of the Committee is present. Voting
by the Committee and the procedures for the meeting of the Committee on the appeal hearing shall be
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(e)

)

as provided in Article Il, Section 9 and 10 of these By-Laws, except if the member initiating the appeal
is a member of the Appeals Committee, then the Committee Member from the appealing member shall
abstain from participation in or voting on any aspect of the appeal.

The hearing of the Appeals Committee on the appeal shall proceed as follows:

(1) The Committee Chairperson shall administer the hearing and make all necessary procedural
rulings during the hearing;

(2) The appealing party or his legal representatives, if any, shall proceed first explaining the reasons
why the party disagrees with the data used in the assessment determination. The appealing party
shall present to the Appeals Committee all evidence, testimony, argument and legal authority
relevant to support his appeal to the Appeals Committee. Thereafter, the Executive Director may
present all evidence, testimony, argument and legal authority relevant in opposition to the
appealing party's position. The Committee Chairperson shall allow one opportunity for rebuttal
and argument to each side thereafter;

(3) Following the presentation of evidence, testimony, argument and legal authority the Appeals
Committee may retire into executive session to discuss their consideration of the appeal.
Thereafter, the Appeals Committee shall reconvene in public session to consider and vote on any
motion made to determine the appeal. The decision of the Appeals Committee shall be
transcribed and signed by the Committee Chairperson and a copy thereof sent to the appealing
party within seven (7) days following the final decision of the Appeals Committee; and

(4) The Committee Chairperson may adjourn and reconvene any hearing on an appeal as may be
necessary to preserve a fair hearing.

The decision of the Appeals Committee is final, with no further appeal process to either the Executive
Committee or the full Board available.

(Article VI Section 1 & 2 created and approved 8/11/88 by Resolution 94-88 effective 8/11/88.)

ARTICLE VII COVERAGE DETERMINATION AND APPEAL

SECTION 1. COVERAGE DETERMINATIONS.

It shall be the duty and responsibility of the Executive Director, acting on behalf of the Authority, to make all
initial determinations regarding rights to coverage and protections provided in the Joint Protection Program.
Such determinations shall be made according to the procedures set forth in this Article and subject to the
right of appeal set forth in Section Il of this Article.

@

(b)

(©

Upon receipt of notice of a Summons and Complaint against a member or person claiming coverage or
protection rights under the Joint Protection Program the Executive Director shall, within a reasonable
time after receipt of said notice, make a determination of any issue of coverage or right to protection
afforded a member or person.

Upon making a determination of coverage or right to protection under the Joint Protection Program the
Executive Director shall notify the affected member and/or person claiming coverage or protection of
his determination in writing.

The written determination of coverage to be prepared by the Executive Director shall advise the
affected member and/or person of one or more of the following:

(1) Whether the Authority will provide the affected member and/or person legal counsel for defense of
the Summons and Complaint;
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(d)

(e)

®

)

(h)

(2) Whether the Authority is reserving any rights to make subsequent determinations regarding
coverages or protections to be afforded the affected member and/or person;

(3) Whether the Authority is denying rights to coverage or protection to the affected Member and/or
person under the Joint Protection Program for the claims made in the Summons and Complaint
under review. In the event that coverage for a claim or suit under the Joint Protection Program is
denied to a member, the Executive Director shall inform the member in writing of the appeal
process contained in Article VI, Section 2 of the By-Laws.

In the event that the Executive Director determines that the Authority should reserve its rights to make
subsequent determinations regarding coverages or protections to be afforded a member and/or
person, or; determines that coverages or protections should be denied a member and/or person, then
the written notice of such a determination shall also state in a concise form the reasons for any such
reservation of rights or denial of rights to coverages or protections.

In the event that a final determination of a member or persons rights to coverages or protections under
the Joint Protection Program cannot be made by the Executive Director until after the facts of the
Complaint are determined in a trial in a court of law or other legal forum, it shall be the duty and
responsibility of the Executive Director to make a determination of any undetermined issue of coverage
or protection within a reasonable time following the final judgment of the court or other legal forum
responsible for determining the facts of the Complaint. Such a determination shall be made in writing
to the affected member and/or person and shall contain such necessary information as provided for in
Section 1(c) and 1(d) of this Article.

All written determinations by the Executive Director of issues regarding coverages or protections
afforded to a member and/or person sued in a Summons and Complaint shall be deemed final and
binding upon all parties to the Joint Protection Program unless an aggrieved member and/or aggrieved
person files a timely notice or appeal from the decision to the Board in the manner specified in Section
II of this Article.

The Executive Director shall not be obligated to make any determinations of coverages or protections
to be afforded by the Authority to a member and/or person until a Summons and Complaint has been
served upon the affected Member and/or person and until the Executive Director has had notice
thereof. However, the Executive Director may, in his discretion, issue tentative written determinations
of coverage or protection issues before a Summons and Complaint has been filed, when it would
appear to be in the best interest of the Authority to make such a tentative and advisory determination.
Even if the Executive Director decides to make a tentative determination of a coverage or protection
issue he shall remain obligated to provide a subsequent final written determination of coverage or
protection issues after a Summons and Complaint has been served and notice thereof provided the
Executive Director, as provided in Sections 1(a), (b), (c), (d), (e) and (f) herein.

The Executive Director may delegate to the Authority's Claims Administrator the authority to make on
behalf of the Executive Director reservations regarding rights to coverages and protections provided in

the Joint Protection Program.

(New Paragraph h. created and approved 10/10/85 by Resolution 50-85 effective 10/10/85.)

SECTION 2. APPEAL.

Any written determination made by the Executive Director pursuant Section 1(c) and (d) of this Article
denying coverages or protections of the Joint Protection Program to a member and/or affected person shall
be final, as provided in Section 1(f) of this Article, unless the procedures for appeal, provided hereafter, are
followed by the member and/or person affected by the denial of coverage or protection. The following
procedures for such an appeal shall apply in all cases.
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@

(b)

(©

(d)

(e)

Any member or person aggrieved by the Executive Director's written determination to deny them
coverages or protections under the Joint Protection Program may appeal the decision of the Executive
Director to the Board. The appeal must be initiated by the aggrieved member or person within thirty
(30) days following receipt of the Executive Director's written determination denying coverage or
protection by the aggrieved member or person. If an appeal is not initiated within thirty (30) days, as
provided herein, a member or person shall be deemed to have waived any further right to appeal the
decision of the Executive Director.

An appeal is deemed initiated for purposes of this Article when the aggrieved member or person, or
their legal representative, serves a written Notice of Appeal upon the Executive Director or upon the
President. The written Notice of Appeal shall include the following information:

(1) The name of the aggrieved member or person initiating the appeal;

(2) A brief statement of facts identifying what determination of the Executive Director is being
appealed from and the reasons why the party appealing feels the decision of the Executive
Director was incorrect. (A copy of the Executive Director's written determination may be attached
by reference to the Notice of Appeal); and

(3) The signature of the party initiating the appeal or the signature of the appealing party's legal
representative.

Within thirty (30) days after an appeal has been initiated a meeting of the Board shall be convened by
the President to hear the appeal. Notice of the date set for hearing of the appeal by the Board shall be
sent to the appealing party not later than fifteen (15) days prior to the date set for the hearing. The
President shall have the authority to set hearing dates for the appeal and to grant continuance of the
hearing date where good cause for continuance may be shown.

The hearing by the Board may occur when a quorum of the Board, pursuant Article Il, Section 7 of
these By-laws, is present. Voting by the Board and the procedures for the meeting of the Board on the
appeal hearing shall be as provided in Article Il, Section 9 and 10 of these By-Laws, except, if a
member is a party initiating an appeal then the Board Member from the appealing member shall
abstain from participation or voting on any aspect of the appeal.

The hearing of the Board on the appeal shall proceed as follows:

(1) The President shall administer the hearing and make all necessary procedural ruling during the
hearing;

(2) The appealing party or his legal representatives, if any, shall proceed first explaining the reasons
why the party is aggrieved by the decision of the Executive Director. The appealing party shall
present to the Board all evidence, testimony, argument and legal authority relevant to support his
appeal to the Board. Thereafter, the Executive Director and/or the Authority Legal Counsel may
present all evidence, testimony, argument and legal authority relevant in opposition to the
appealing party's position. The President shall allow one opportunity for rebuttal evidence and
argument to each side thereafter;

(3) Following the presentation of evidence, testimony, argument, and legal authority the Board may
retire into executive session to discuss their consideration of the appeal. Thereafter, the Board
shall reconvene in public session to consider and vote on any motion made to determine the
appeal. The Board may vote to uphold the decision of the Executive Director or to modify or
reverse the decision of the Executive Director determining any issue of coverage or protection
afforded the appealing party under the Joint Protection Program. The decision of the Board shall
be reduced to writing and signed by the President and a copy thereof sent to the appealing party
within seven (7) days following the final decision of the Board; and

(4) The President may adjourn and reconvene any hearing on an appeal as may be necessary to
preserve a fair hearing.
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(f)  Afinal decision of the Board determining an appeal and not granting the appealing party the full relief
sought by the appealing party shall not preclude the appealing party from seeking further, de novo,
review of the Executive Director's determination and/or the Board determination of the disputed issues
of coverage or protection claimed under the Joint Protection Program in any other legal forum or court.
However, no member or person claiming coverage or protection under the Joint Protection Program
may maintain any lawsuit or complaint against the Authority alleging any improper or incorrect denial of
coverage or protections afforded to the member or person under the Joint Protection Program unless
the member or person has first exhausted the remedy of appeal to the Board provided to them herein.
Exhaustion of this appeal process shall be a condition precedent to any subsequent legal action or suit
by an aggrieved member or person.

(Article VII was created and approved 4/8/82 by Resolution 16-82 retroactively effective 1/1/82.)

ARTICLE VIII CONFLICT OF INTEREST AND APPEARANCE OF FAIRNESS PROCEDURE
SECTION 1. POWER OF THE BOARD OF DIRECTORS.

The members recognize that the Authority is a public body subject to State law regarding conflict of interest
provisions and the guidelines of the appearance of fairness doctrine. Should situations arise where conflicts
of interest or appearance of fairness issues are in question, the affected members agree to respond to the
advice of the Authority Legal Counsel in a manner consistent with said provisions and guidelines. However,
if the affected member disagrees with the advice of the Authority Legal Counsel, the Board may vote by
majority to excuse a member representative from a portion of any executive session where a matter of
potential legal conflict between the Authority and the member of person has to be discussed.

(Article VIII approved 4/8/82, by Resolution 18-82, Article effective 1/1/82.)
SECTION 2. PECUNIARY INTEREST

No current employee of the Authority, current Executive Committee member, or current member delegate

shall:

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

(b) receive compensation as a consultant to the Authority while also acting as an employee, Executive
Committee member or member delegate.

(c) have any direct or indirect pecuniary interest in any loan, investment or asset of the Authority.

(Article VII, Section 2, Pecuniary Interest, approved by Resolution 134-95 on May 10, 1995)

ARTICLE IX EMPLOYEE GRIEVANCE PROCEDURE AND SCOPE

SECTION 1. RIGHT TO GRIEVANCE.

It is the policy of the Authority that every employee of the Authority shall have certain rights to grievance
proceedings for limited types of complaints arising out of their employment relationship with the Authority.
The right of grievance shall be limited to those specific areas of complaint as defined herein. The nature of
employee complaint which may be grievable under this process are as follows:
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@) Termination, suspension or demotion of an employee by the Executive Director.

(b) Actions or conduct of a fellow employee, supervisor, or board member against another employee
which would constitute age discrimination, racial discrimination, sexual discrimination, sexual
harassment, handicap discrimination, or any other form of proscribed discriminatory conduct in the
work-place under the laws of the State of Washington and/or the laws of the United States.

(c) Any complaint that an employee is being forced to work under conditions within the work-place that
are hazardous to the health of the employee.

(d) Any complaint that a fellow employee, supervisor, or board member is engaged in criminal conduct
or acts of moral turpitude which are causing harm to the complaining employee or which threaten to
cause harm to the employee if the acts are not stopped.

SECTION 2. GRIEVANCE PROCEDURE.

The Executive Committee shall be the body empowered on behalf of the Authority to make any final
decisions on qualified grievances as defined in Section 1 above.

The procedures for instituting, investigating, and resolving a grievance complaint shall be as follows:

@) All requests to institute a grievance complaint shall be made in writing by the complaining
employee and shall be signed and dated by said employee and shall set forth in full detail the
nature of the complained-of action, event or condition along with an explanation of what, if any,
steps or actions the aggrieved employee has taken to try and resolve the problem prior to instituting
the formal grievance complaint.

(b) All written grievance complaints shall be delivered to or mailed to the then current President unless
the President is the subject of the complaint, in which case it shall be sent or mailed the Vice-
President and, in either case, a copy shall also be delivered the Executive Director by the
aggrieved employee. It shall be the duty of the President or Vice-President to deliver copies of the
employee's written grievance complaint to all other members of the Executive Committee.

(c) The President or, in the event the President is disqualified, the Vice-President, shall, within thirty
five (35) days after receipt of a written grievance from an employee, schedule a grievance hearing
before the Executive Committee. Written notice of the date of the grievance proceeding shall be
delivered to all Executive Board members, the Executive Director, the employee who is bringing the
grievance and the person whose conduct is being grieved against no later than ten (10) days prior
to the scheduled hearing date. The notice of scheduling of the hearing date shall specifically invite
the party bringing the grievance and the party against whom the grievance is brought to attend the
scheduled meeting of the Executive Committee.

(d) The meeting of the Executive Committee or such portion of a meeting which is dedicated to hearing
the grievance complaint of an employee shall be conducted in executive session pursuant to the
terms of RCW 42.30.110 unless the person against whom the grievance complaint is directed
requests a public hearing.

(e) The Executive Committee at a grievance hearing shall consider the written grievance complaint,
any testimony of the employee bringing the grievance, and any testimony of the person against
whom the grievance is directed. Furthermore, the Executive Committee may call additional
witnesses as they deem necessary to determine the merits of the grievance. The Executive
Committee may continue a grievance hearing for a period of up to thirty one (31) days to gather
additional facts or for lack of a quorum before making a determination. A majority of a quorum of
the Executive Committee shall have the authority to make a final determination on any written
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grievance within the scope of grievable events described in Section 1 (a), (b), (c) or (d) of Article IX
of these By-laws. The determination of the Executive Committee may be as follows:

Q) That the grievance is not within the scope of grievable events described in Section 1 (a),
(b), (c) or (d) of Article IX of these By-laws.

2) That the grievance is without merit and requires no corrective action by the Executive
Committee.
3) That the grievance has merit in which case the Executive Committee is empowered to

direct appropriate remedial action on behalf of the Authority to resolve the grievance.

The final decision of the Executive Committee on any grievance hearing shall be reduced to writing
and copies shall be delivered to the party bringing the grievance, the Executive Director, and the
party against whom the grievance was brought. There shall be no further appeal of any decision of
the Executive Committee on any grievance hearing.

(Article IX approved 5/10/91, by Resolution 119-91, Article effective 5/10/91.)

ARTICLE X. MEMBER ACTION PLAN

SECTION 1 MEMBER ACTION PLAN

a)

b)

Definition. A Member Action Plan is a formal action taken against a Member by vote a majority of a
quorum of the Executive Committee at a scheduled meeting intended to correct the Member’s
conduct so as to improve the Member’s liability risk profile to an acceptable level and/or punish the
Member for non-compliance with WCIA rules, procedures or Compact requirements. A Member
Action Plan may be initiated anytime the Executive Committee determines that a Member’s conduct
or omissions are creating undue and/or unnecessary financial risk to the risk pooled assets of
WCIA or if such conduct or omissions violate existing WCIA rules, procedures or Compact
requirements. A Member Action Plan may be used, but is not required to be used, as a prelude to
possible termination of a Member’s participation as a member of WCIA.

Components of a Member Action Plan: The components of a Member Action Plan are determined
at the discretion of the Executive Committee. The Executive Committee may, at its’ sole discretion,
suspend all or parts of any component of a Member Action Plan for any length of time and upon
any conditions they deem reasonable under the circumstances.

The components may include, but are not limited to, the following:

1) Special increase of Members Annual monetary assessment.

2) Elimination of WCIA coverage to a Member in some or all areas of the Liability Joint
Protection Plan and /or Property Joint Protection Plan.

3) Mandatory special training for a Member’s employees and/or officers.

4) Mandatory appointment of specified person or persons as the Member’s delegate (Board
Member) alternate and claims contact.

5) Mandatory reversal of a Member’s Executive Branch or Legislative Branch action that
clearly violates existing law and which may expose WCIA to undue and/or unnecessary
liability risk.

6) Mandatory payment of any back due monies owed by a Member to WCIA with interest at

the highest legal prevailing rate.

7) Immediate termination of a Member’s participation in and/or membership in WCIA.
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C) Member Action Plan Procedural Steps: The following steps will be taken before any formal
adoption of a Member Action Plan by the Executive Committee:

1) The Executive Director, on his or her own initiative or at the request of any current
member of the Executive Committee will place the issue of consideration of a Member
Action Plan against any Member on the printed and published agenda of any scheduled
meeting of the Executive Committee.

2) If the issue is properly on the agenda, the Executive Committee will consider and vote on
whether to undertake consideration of adoption of a Member Action Plan.

3) If the Executive Committee votes to undertake consideration of a Member Action Plan it
will direct the Executive Director to draft a written Notice to the Member of Possible
Member Action Plan Adoption which shall summarize the evidence and reasons then
known to support adoption of a Member Action Plan, and shall attach any written or
documentary evidence in support of adoption of a Member Action Plan, and shall include
the recommendations, if any, that the Executive Director may suggest for the Executive
Committee regarding the adoption of a Member Action Plan. The Notice shall include a
meeting date for consideration of the action before the Executive Committee not more that
60 days in the future. The Notice shall be included in the Executive Committee packet for
the meeting date scheduled and shall be mailed to the Member’s delegate and Chief
Executive Officer at lest 30 days prior to the scheduled meeting date.

4) Any Member receiving Notice to the Member of Possible Member Action Plan shall have
the right to appear at the scheduled date in the Notice before the Executive Committee
through its officers and/or legal counsel and present such relevant verbal testimony as
they wish. If the Member wishes to present any written or documentary evidence to the
Executive Committee it must be submitted to the Executive Director at least 10 days prior
to the meeting date specified in the Notice and the Executive Director will have the
information delivered to the Executive Committee Members no later than five days before
the meeting date. The Executive Committee shall have no obligation to accept or
consider written materials offered by a Member that are not in compliance with this
required procedure.

5) The President or Vice-President, in his or her absence, shall preside over the meeting
where a Member Action Plan is being considered for adoption and shall rule on the
admissibility of evidence to be considered by the Executive Committee with the advice of
the Authority Counsel.

6) If a Member Action Plan is adopted by vote of a majority of a quorum of the Executive
Committee it shall be reduced to writing and signed by the President on behalf of the
Executive Committee and mailed to the Members delegate and Chief Executive Officer
within 10 days of the vote of the Executive Committee.

(Article V added 6/9/06 by Executive Committee, effective 10/20/06 by Full Board vote.)
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