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

WAC 200-110-040 Standards for solvency—Program funding require-
ments. (1) All individual and joint health and welfare programs self-
insuring medical benefits shall((=

£2))) establish program reserves in an amount equal to ((eight))
sixteen weeks of program expenses((+

(ZXLAII individual and joint health and welfare self-insurance

programs providing either vision, dental or prescription drug benefits
or any combination of programs thereof shall establish and maintain
program reserves in_an _amount not less than eight weeks of program ex-
penses for each program offered. An additional contingency reserve is
recommended, but not required.

(3) In lieu of the requirements stated in subsections (1) and (2)
of this section, all individual and joint health and welfare self-in-
surance programs providing either medical, vision, dental or prescrip-
tion drug benefits or any combination thereof must obtain an independ-
ent actuarial study of estimated outstanding program liabilities as of
fiscal year ending and maintain funds equal to or greater than the ac-
tuarially determined program liability at fiscal year ending.

(4) All programs in existence less than one year shall establish
reserves according to the initial plan submitted and approved by the
state risk manager.

(5) Self-insurance programs that do not meet requirements for
program reserves as of the program®s year end shall notify the state
risk manager of the condition. The state risk manager shall require
the program submit a corrective action plan within sixty days of year
end. The state risk manager will notify the program in writing of de-
nial or approval of the corrective action plan within thirty days of
submission.

(6) Failure to meet the requirements of the approved corrective
action plan may result in further remedial action by the state risk
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manager, including the service of a cease and desist order upon the
program.

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

WAC 200-110-060 Standards for operations—Standards for manage-
ment—Disclosures. (1) All individual health and welfare self-insur-
ance programs shall furnish each employee or retiree covered by the
program with a written description or access to an electronic descrip-
tion of the benefits allowable under the program, together with:

(a) Applicable restrictions, limitations, and exclusions;

(b) The procedure for filing a claim for benefits;

(c) The procedure for requesting an adjudication of disputes or
appeals arising from beneficiaries regarding the payment or denial of
any claim for benefits; and

(d) A schedule of any direct monetary contributions toward the
program financing required by the employee.

Such benefits or procedures shall not be amended without written
notice to the covered employees at least thirty days in advance of the
effective date of the change unless exigent circumstances can be dem-
onstrated.

(2) All joint self-insurance programs shall ensure every member
of the program receives written plan documents or access to electronic
plan documents which describe:

(a) All coverages or benefits currently provided by the program,
including any applicable restrictions, limitations, and exclusions;

(b) The method by which members pay assessments;

(c) The procedure for filing a claim; and

(d) The procedure for a member to request an adjudication of dis-
putes or appeals arising from coverage, claim payment or denial, mem-
bership, and other issues.

Such statements shall not be amended without written notice to
the members at least thirty days in advance of the effective date of
the change unless exigent circumstances can be demonstrated.

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

WAC 200-110-090 Standards for management—Standards for opera-
tions—Financial plans. (1) All self-insurance programs shall main-
tain a written plan for managing the financial resources of the pro-
gram. The financial plan shall include:

(a) A procedure for accounting for moneys received, payments made
and liabilities of the joint program which complies with generally ac-
cepted accounting principles. For individual programs, a separate fund
to account for revenues and expenses associated with the program 1is
recommended, but not required;

(b) An i1nvestment policy which conforms to RCW 48.62.111 govern-
ing the i1nvestments of the program; and
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(c) ALl individual and joint self-insurance programs shall ensure
the preparation and submission of accurate and timely annual ((F#ran-
eial)) reports to the state risk manager within one hundred fifty days
of fiscal year end.

Joint self-insurance programs ((shalH—ensure—the—submission—o¥))
providing medical benefits must submit to the state risk manager unau-
dited financial statements as prescribed by the state auditor®s office
within one hundred fifty days of fiscal year end. Joint self-insurance
programs ((shaH—ensure—thesubmisston—o¥)) providing medical benefits
must submit to the state risk manager audited financial statements

)) as Drescrlbed by the state auditor®s of-
fice within one year of the program®s fiscal year end.

(2) No financial plan of an individual self-insurance program
shall permit interfund loans from assets held against liabilities for
unpaid claims and claim adjustment expenses except for those amounts
which are clearly iInactive or in excess of program reserve and contin-
gency reserve requirements.

(3) No financial plan of a joint self-insurance program shall
permit loans to any member.

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

WAC 200-110-100 Standards for management—Standards for con-
tracts—Third-party administrator contracts. Before contracting for
third-party administrator professional services, all self-insurance
programs shall establish and maintain written procedures for contract-
ing with third-party administrators. Entering a contract for services
shall not relieve the governing body of the self-insurance program of
its ultimate governing, managerial and financial responsibilities. The
procedures shall, as a minimum:

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

(2) Require a complete written description of the services to be
provided, remuneration levels, contract period and expiration date;

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

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

(5) Provide for the expressed authorization of the self-insurance
program, consultants to the program, the state auditor, the state risk
manager, or their designees, to enter the third-party administrator-"s
premises to inspect and audit the records and performance of the
third-party administrator which pertains to the program and to obtain
such records electronically ((w#th)) when audit travel costs can be
eliminated or reduced;

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

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

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

WAC 200-110-110 Standards for contracts—Joint self-insurance
programs—Competitive solicitation standards for consultant contracts.
Every joint self-insurance program shall use a competitive solicita-
tion process in the selection of consultants. The process shall pro-
vide an equal and open opportunity to qualified parties and shall cul-
minate iIn a selection based on preestablished criteria which may in-
clude such factors as the consultant"s fees or costs, ability, capaci-
ty, experience, reputation, responsiveness to time limitations, re-
sponsiveness to solicitation requirements, quality of previous per-
formance, and compliance with statutes and rules relating to con-
tracts. Bid responses, solicitation documents and evidence of publica-
tion shall be retained in accordance with laws governing public re-
cords and shall be available for review by the state risk manager and
state auditor.

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

WAC 200-110-130 Standards for management and operations—State
risk manager reports. (1) Every individual and joint health and wel-
fare self-insurance program authorized to transact business 1in the
state of Washington shall electronically submit the annual report to
the state risk manager no later than one hundred fifty days following
the completion of the program®s fiscal year. Programs that terminate
operations shall continue to submit annual reports until all claims
have been paid.

(2) Joint self-insurance programs offering medical benefits shall
electronically submit annual financial statements in the format pre-
scribed by the state auditor®s office. All individual and joint self-
insurance programs shall electronically submit the revenue, expenses
and other financial data on a form provided by the state risk manager.

(3) All individual and joint self-insurance programs providing
medical benefits and maintaining reserves of less than ((etght)) six-
teen weeks of program expenses shall submit ((ar)) a written actuarial
((study)) estimate of outstanding program liabilities as of fiscal
year ending.

(4) All individual and joint self-insurance programs shall submit
electronically a list of contracted consultants with the annual report
to the state risk manager.

(5) Joint self-insurance programs shall submit electronically the
following additional information as part of the annual report to the
state risk manager:

(a) Details of changes i1n articles of incorporation, bylaws or
interlocal agreement;
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(b) Details of ongoing significant services provided by contract
to nonmembers;

(c) List of local government members added to or terminated from
the program.

(6) All individual and joint self-insurance programs not meeting
reserve requirements as of fiscal year ending as described in WAC
((82-65-040—shalt)) 200-110-040 may be required by the state risk man-
ager to submit quarterly reports ((in—electronic—Fform)) until notified
by the state risk manager that reserving standards have been met.

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

(a) Increase in frequency of examinations;

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

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

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

WAC 200-110-150 Standards for management and operations—Con-
flict of interest. (1) Every individual and joint self-insurance pro-
gram shall require the third-party administrator((s—the—actuarys)) and
the broker of record to contract separately with the self-insurance

program. Each contract ((shaLL—requ+ne—that—4k—wr+tten—statement—be

prev+d+ng—asseranee)) between a self |nsurance program and a broker or
third-party administrator must include a statement that no conflict of
interest exists prior to acceptance of the contract by the self-insur-
ance program.

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

(a) No member of the board of directors; trustee; administrator,
including a third-party administrator; or any other person having re-
sponsibility for the management or administration of a self-insurance
program or the investment or other handling of the program®s money
shall:

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

(i1) Receive compensation as a consultant to the program while
also acting as a member of the board of directors, trustee, third-par-
ty administrator, or as an employee.

(i11) Have any direct or indirect pecuniary interest in any loan
or investment of the program.

(b) No consultant or legal counsel to the self-insurance program
shall directly or indirectly receive or be pecuniarily interested 1In
any commission or other compensation arising out of any contract or
transaction between the self-insurance program and any insurer, health
care service contractor, health care supply provider or consultant.

(c) Brokers of record for the self-insurance program may receive
compensation for insurance transactions performed within the scope of
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their licenses. The terms of compensation shall be provided for by
contract between the broker of record and the self-insurance program,
and the amount or percentage of the compensation must be disclosed in
((w1Eing)) the contract between the parties. Contracts between brok-
ers of record and the self-insurance program shall include a provision
that contingent commissions or other form of compensation not speci-
fied In the contract shall not be paid to the broker of record as a
result of any self-insurance program insurance transactions. ((Fhe

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

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

WAC 200-110-160 Standards for operations—State risk manager—Ex-
pense and operating cost fees. (1) The state risk ((

) manager
shall fix state risk manager fees to cover expenses and operating
costs of the state risk manager®s office In administering chapter
48.62 RCW. Such fees shall be levied against each individual and joint
health and welfare benefit self-insurance program regulated by chapter
48.62 RCW. Services covered by the state risk manager fees will in-
clude program reviews, monitoring and continuing oversight.

(2) The state risk manager fees shall be paid by each self-insur-
ance program to the state of Washington, ((
ment)) department of enterprise services, within sixty days of the
date of invoice. Any self-insurance program failing to remit i1ts fee
when due is subject to denial of permission to operate or to a cease
and desist order until the fee iIs paid.

(3) A self-insurance program that has voluntarily or involuntari-
ly terminated shall continue to pay an administrative fee until such
time as all liabilities for unpaid claims and claim adjustment expen-
ses and all administrative responsibilities of the self-insurance pro-
gram have been satisfied.

(4) The state risk manager shall assess each prospective joint
health and welfare self-insurance program and each prospective indi-
vidual health and welfare benefit self-insurance program, an initial
investigation fee at a rate determined annually by the state risk man-

ager((, with the concurrence of the advisory boards)).
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AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-110-220 Standards for operation—Providing services to
nonmembers. (1) Nonmember local governments may purchase claims ad-
ministration, risk management, claims processing and/or other ongoing
significant support services through an interlocal agreement as au-
thorized by chapter 39.34 RCW. Nonmembers shall not participate in any
coverages of the joint self-insurance program including the self-iIn-
sured retention layer and the excess insurance or reinsurance layer.
This section i1s not intended to preclude nonmembers purchasing serv-
ices from becoming members of the joint self-insurance program, provi-
ded the nonmember meets the requirements of WAC ((82-65-210))
200-110-210 and 1is eligible for membership as authorized by RCW
48.62.021(1). This section i1s not intended to limit programs from pro-
viding occasional risk management or other support services to nonmem-
bers, but is intended to provide standards for members providing ongo-
ing significant services to nonmembers.

(2) A program intending to provide ongoing significant services
to nonmembers shall submit a written plan to the state risk manager
for approval prior to providing services. The plan shall include, at a
minimum, the services to be provided, the time frame for providing
such services, the expected revenues and expenditures resulting from
providing saild services, and a written legal determination of all po-
tential federal and state tax liabilities created by providing serv-
ices to nonmembers. The arrangement to provide such services shall be
approved i1in writing by the state risk manager within sixty days of the
joint self-insurance program®s final plan submission.

(3) Every joint self-insurance program providing ongoing signifi-
cant services to nonmembers as of the effective date of these regula-
tions must submit a written plan meeting the requirements stated here-
in.

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

WAC 200-110-230 Standards for operation—Communication with mem-
bers—Annual membership report. Every joint self-insurance program
shall make available to each member a copy of the program®s annual
membership report. The annual membership report shall include, at a
minimum, TFfinancial i1nformation which includes the (( i
ance—sheet)) statement of net position and statement of revenues((s))
and expenses ((and—net—assets)). The reports shall be delivered to
each member by electronic or regular mail. Programs may meet the de-
livery requirement by publishing and maintaining the membership report
on the official web site of the program for a minimum of three years
from the date of publication.
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AMENDATORY SECTION (Amending WSR 11-23-093, filed 11/17/11, effective
11/17711)

WAC 200-110-240 Standards for operation—Notice of regular meet-
ings of the governing body. Every joint self-insurance program shall
provide every member with a notice of the time and place of each regu-
lar meeting of the governing body at least ten days prior to the meet-
ing. The notice shall be ((delivered)) provided in electronic or paper
form, and the time and location of each meeting shall be included in
such notice. The state risk manager shall be provided a copy of all
meeting notifications to members i1n the same form, manner and time as
provided to members. In addition to electronic or regular mail, pro-
grams shall publish notification of regular meetings on the electronic
web site of the program accessible to the public. Notice of regular
meetings shall comply with the meeting notification requirements of
chapter 42_.30 RCW or be published at least ten days in advance of reg-
ular meetings, whichever notification time Is greater.

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

WAC 200-110-260 Standards for operations—Meeting agendas—Meet-
ing minutes. Every joint self-insurance program will provide the
state risk manager and every member with a preliminary agenda in ad-
vance of each meeting of the governing body. The agenda shall be de-
livered by electronic mail and shall be posted on the web site of the
program accessible to the public. Meeting minutes, after approval,
shall be ((

1 i )) posted on the web site of
the program accessible to the public.

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

WAC 200-110-280 Standards for operation—Changes to interlocal
agreement. (1) Changes to any terms of the interlocal agreement shall

be bv amendment and shall be approved by ((a—majeF+ty—ef—the—member—

)) the qovernlnq bodv of each |0|nt

self-insurance program during a reqgular meeting of the governing body.
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(2) Amendments to the interlocal agreement shall be adopted by
ordinance or resolution of the governing board or council of each mem-
ber and signed by an authorized representative of each member. The
resolution or ordinance shall include, but not be limited to, an ac-
knowledgment that the member is subject to assessments and reassess-
ments if required by the joint self-insurance program. The signed
amendment and copy of the ordinance or resolution, as appropriate,
shall be submitted to, and retained by, the joint self-insurance pro-
gram. Copies of the interlocal agreement and subsequent amendments

shall be published on the electronic web site of the joint self-insur-
ance program.

(3) Changes to any terms of the interlocal agreement shall re-
quire amendment using the approval and adoption process described
above.

ment-)) Each new member joining a joint self-insurance program after
the formation of the program shall sign a copy of the most current in-
terlocal agreement and copies of all subsequent amendments to that
agreement that have been adopted by the governing body of the joint
self-insurance program. The joint self-insurance program shall retain
the signed interlocal agreements and amendments until termination of
the program occurs.

(5) When a new interlocal agreement is adopted by the governing
body of the joint self-insurance program to replace the existing in-
terlocal agreement and incorporate amendments, the new interlocal
agreement shall be adopted by ordinance or resolution of each member
of the joint self-insurance program. The new interlocal agreement
shall be signed by an authorized representative of each member. The
signed interlocal agreement and a copy of the ordinance or resolution
adopting the program shall be submitted to, and retained by, the joint
self-insurance program until termination of the program occurs.
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