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WASHINGTON CITIES INSURANCE AUTHORITY
Liability Joint Protection Program for the
Coverage Year January 1, 2017 to January 1, 2018
12:01 A.M. Pacific Standard Time
I.

AUTHORITY LIABILITY COVERAGE
A.

COVERAGE AGREEMENT

The Washington Cities Insurance Authority, (Authority) has been formed to provide its members financial
protection from loss, in part, through self-insured and standard insurance coverages as detailed in the Authority's
Coverage Document.
Coverage consists of two layers; a self-insured layer, and one or more reinsured layers. The Board of Directors
determines the coverage limits in each layer and the relative attachment points among the layers, at the
beginning of each coverage year.
The Board of Directors determines the terms and conditions of coverage for the self-insured layer of coverage.
Coverage Document #CT-2017, which further defines the aforementioned coverage, is hereby incorporated by
reference and adopted herein to this document.
The Board may choose to purchase reinsurance as a layer of coverage, or self-insure that layer. Purchased
insurance policies may differ from each other and the self-insured layer in language, exclusions, conditions and
underwriters intent. Coverage among the various policies may not be continuous. Annual aggregates may
further limit coverage in any of the layers.
Elements of what the Authority intends to pay are defined in the Ultimate Net Loss definition within the Coverage
Document. For example, the legal defense expense becomes part of the loss cost and contributes towards
(erodes) the self insured and reinsurance limits.
B.

EXCLUSIONS

Exclusions of coverage may differ in each of the coverage layers, and are specifically identified by each
reinsurance policy or Coverage Document. Policies may differ from each other in the number, language and
underwriters intent. For example, previous Board action determined underinsured / uninsured motorist coverage
is not provided to members or employees.
C. MEMBERS
Current, risk-sharing, members are identified in the WCIA Coverage Document #CT-2017. Any non-risk sharing
membership does not qualify for the Coverage Document protections.
D. COVERAGE LIMITS
The Authority uses the configuration below of insurance layers to resolve claims and litigation per the terms,
conditions and limits of each policy.
Self-Insured Layer:
$4 million per occurrence
Reinsured Layer-GEM:
$3 million per occurrence
Reinsured Layer-Argonaut Insurance Company:
$8 million per occurrence
Reinsured Layer-Allied World Assurance Company, Inc.:
$5 million per occurrence
Reinsured Layer-Certain Underwriters at Lloyd's (Brit Syndicate 2987 - 100%:
$5 million per occurrence
Total Limit:
$25 million per occurrence,
subject to the annual aggregates.
E.

AGGREGATES

WCIA and the insurance industry use annual aggregates to create limited coverage for certain exposures. A
partial list of aggregate limits used in this document are:
$4,000,000 per occurrence limit and annual aggregate per Member applying to Terrorism.
$5,000,000 per occurrence limit and annual aggregate per Member applying to Airport Errors and Omissions
arising out of the operation, ownership, maintenance or use of any airport.
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$5,000,000 per occurrence limit and $5,000,000 annual aggregate limit per member for any liability arising out of
Land-Use Planning and Land-Use Regulation, zoning, and any other development review process.
Other aggregates may apply within the Coverage Document language.
F.

FURTHER CONDITIONS AND LIMITATIONS OF COVERAGE

Under no circumstances shall the Authority’s obligation to any member exceed $25 million per occurrence,
inclusive of coverage or settlement determination costs, defense costs, and costs incurred by the Authority in
obtaining indemnification from reinsurers for the occurrence.
Any member seeking coverage from any insurance company or reinsurer for any occurrence under the
Authority’s Coverage Document agrees to pay all costs and expenses incurred in obtaining indemnification
and/or defense costs from any insurance company or reinsurers. If requested by a member, the Authority may,
in its sole discretion, elect to participate with a member in any legal effort by a member to seek or enforce
indemnification and/or defense cost coverage from any insurance company or reinsurer and, if it does so, the
Authority will be responsible for payment of 50% of any legal costs and expenses incurred in such effort and the
member will be responsible for the remainder of all costs. Subject to the preceding sentence, any costs incurred
by the Authority or individuals acting on its behalf and at its direction in obtaining indemnification for any
occurrence, including but not limited to legal expenses, costs associated with hearings, arbitrations, mediations,
negotiations or other proceedings, and any other expenses, shall be part of the total aggregate limits as stated
above, and shall reduce any recovery by the member accordingly. Coverage determination costs less than
$1,000 per occurrence shall be an administrative cost.
In the event that an occurrence exceeds the combined self insured, and all reinsured layer coverage limits, or if
any self insured or reinsured aggregate limit has been exhausted within the coverage term, any remaining
obligation will be the sole responsibility of the applicable member and shall not be the responsibility of the
Authority nor any other member.
Further coverage limits in the self insured and reinsured layers are limited to budgeted funds. Possible scenarios
resulting from frequency of losses or a severity of loss may result in the exhaustion of all Authority funds.
Replenishment of the self insured and reinsured layers may be made by special assessment as approved by the
Board.
Any occurrence not within the coverage definitions of the self insured or reinsured layer Coverage Document for
the coverage years shall be the sole responsibility of the applicable member or employee against whom the
claim is made and not the responsibility of the Authority nor any other member.
In the event that the Authority is unable for any reason to recover from reinsurers any portion of a liability claim
otherwise payable to a member under the terms of the Authority’s Coverage Document, the Authority’s obligation
to the member shall be reduced by the amount of such non-recovery. The Authority shall make a reasonable
effort to obtain reinsurance recovery, but nothing in this Agreement shall obligate it to instigate judicial or other
proceedings, nor to take any particular action to obtain indemnification from reinsurers.
In the event of a reinsurer’s financial failure, or the exhaustion of the self insured layer aggregate, the total
liability of the Authority for the policy years shall remain at $4 million per occurrence. Any remaining obligation
over the $4 million coverage limit is also the responsibility of the applicable member. The Board may authorize
the purchase of new reinsurance or self insure coverage layer.
Liability coverage is subject to the terms, conditions and exclusions stated in the WCIA Coverage Document CT2017 for the self-insured coverage layer and to any reinsurance agreements, as well as all conditions and
exclusions for liability coverage in the reinsured layer.
G

CLAIMS DEDUCTIBLES

This program assumes no liability deductibles apply to any coverage. Claims deductible levels of $25,000,
$50,000, $100,000, $250,000, $500,000 and $1,000,000 are potential coverage options for members that may,
at the sole discretion of WCIA, be extended to members with the following characteristics:
1.

The actuary must categorize the member in the highest total worker hour group for the projected period.

2.

The member must be in compliance with applicable state and/or federal governmental accounting
standards, including the establishment of a claims payment internal fund.

3.

The member must have staff with authority to implement and administer the risk management function
within the entity.
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The member must have a demonstrated ability, practice and willingness to comply with WCIA Claims
handling procedures and reporting requirements.

Members that are given the option to exercise this coverage option, and who do so, must report all claims and
incidents, including those within their deductible layer, to the Authority for investigation. The Authority will
periodically analyze and review the claims history of the member and distribute claims status reports. No
member in good standing with WCIA is required to take an optional deductible level, if offered by WCIA.
The Authority retains control of claims, assignment of defense counsel and settlement authority. The member
will be included in the claims decision-making process. For claims decisions that are referred to the Executive
Committee, the member involved will be invited to participate in claims settlement discussions in Executive
Session.
If the Authority deems that settlement is appropriate, the Authority will issue an authorization for payment to the
member. The member is required to promptly pay the claimant upon receipt of the authorization. Any resulting
action arising from the member's failure to pay is the sole responsibility of the member.
This claims deductible program is designed to provide the member who assumes significant individual risk with a
reduced annual assessment and cash flow benefits. There are no changes to the Interlocal Agreement, By-Laws
or Claims Manual concerning claim and litigation control or requirements for members that participate in a claims
deductible program.
II.

DESCRIPTION OF SERVICES AND COST ALLOCATION
A.

AUTHORITY ADMINISTRATION

Administration of the liability claims program is conducted in-house by Authority staff and is an administrative
expense. Some field losses are assigned by staff to an outside claims service company for resolution under
limited dollar authority. The claims service fees are an administrative expense. The Executive Director, Claims
Manager and Adjusters are delegated settlement authority by the Executive Committee.
Defense of litigation is a major coverage element and program expense. It is a loss cost and applies against a
member’s loss history and erodes the coverage limit. Selection and assignment of defense counsel is the
responsibility of the Executive Director.
B.

GENERAL COUNSEL LEGAL SERVICES

The Authority General Counsel is appointed by the Board to provide legal assistance concerning Authority
operations to the Board, Executive Committee and Executive Director. The Authority Counsel cost is an
administrative, not loss-cost, expense.
C. CLAIMS COMMITTEE
The Executive Committee serves as the Claims Committee, approving loss settlements and litigation decisions.
It resolves a member’s coverage appeal.
D.

CLAIMS COSTS

Administration of the liability claims program is conducted in-house by Authority staff and is an administrative
expense. Some losses are assigned by staff to an outside claims service company for resolution. The service
company's fees are administrative costs.
Defense of lawsuits are also a part of the program, are considered loss costs, and apply against a member's loss
experience and also against coverage limits. Selection and assignment of defense counsel is the sole
responsibility of the Executive Director.
III. MEMBER ASSESSMENTS
Each member's assessment with the Authority is due within thirty (30) days of billing. Mid-year (new) membership will
be prorated against the remaining coverage year assessment, payable within thirty (30) days.
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IV. CLAIMS PROCESS
The Authority retains control of claims, assignment of defense counsel and settlement authority. The claims process
is supervised by the Authority and includes development and implementation of claims procedures. Claims reports
will be distributed annually to the membership.
Members shall cooperate by promptly reporting all incidents, occurrences, claims and lawsuits which may result in
potential liability, by participating fully in any investigation conducted by the Authority or its claims administrator, and
by adhering to the claims procedures as set forth in the Authority Claims Manual. The Executive Director may settle
any claim up to $100,000. Dollar authority above that level must be brought before the Executive Committee for
approval.
V.

DEFAULT PENALTY

A member which fails to file a timely Notice of Appearance which results in a Default in favor of Plaintiff shall be
subject to any financial penalty or judgment rendered by the courts on behalf of plaintiff, and shall not be payable with
Authority funds. Appeals on the enforcement of this Section may be made as outlined in Article VI, Section 2 of the
Authority Bylaws (Bylaws).
VI. COVERAGE DETERMINATION
The Executive Director shall be responsible for making coverage determinations within the self-insured layer and
reinsured layers regarding claims or litigation filed against the member in which a question of coverage and/or
defense obligations exists.
An appeal process has been adopted in the Bylaws, Article VII, Section 2, to allow members to bring before the
Executive Committee any coverage decisions which they may contest. Respective requirements of each participating
party are detailed in the By-Laws. Failure to follow the stated requirements may result in a waiver of coverage rights.
A Member’s financial participation in the cost of coverage determination is discussed in paragraph F above.
VII. OTHER-INSURANCE
If any member has other valid and collectible insurance or self-insurance, while is available to the member to cover a
loss also covered by this Joint Protection Program, the coverage provided by this Joint Protection Program shall be in
excess of and shall not contribute with such other insurance.
VIII. CANCELLATION OR TERMINATION OF MEMBER LIABILITY COVERAGE
Liability coverage provided under the Joint Protection Program may be canceled by an individual member by written
notification of its intent to withdraw from participation in the Interlocal Agreement pursuant to Article 20 thereto.
Coverage will cease either at the next coverage expiration date after notice, or upon the effective date of the
member's withdrawal from the Authority, whichever comes first.
Coverage under this program may be terminated by the Authority by a majority vote of the Board present at the
meeting whereby such termination is proposed. Notice of termination shall be provided to the member, in writing, not
less than sixty (60) days prior to the effective date of the termination, except that, if the member fails to pay any
assessment when due, this coverage may be terminated by providing, in writing, ten (10) days notice.
It is understood that cancellation or termination of coverage under this program shall constitute cancellation of
coverage in both the primary and excess layer. Limits, terms and conditions of coverage is restricted to those in force
at time of cancellation or termination. Should any premium credit of an individual member be returned to the
Authority as a result of the cancellation in any excess insurance policy, it may be retained by the Authority and
applied toward any outstanding or anticipated debts of the member to the Authority. Should all the financial
obligations of the member be met, 90% of any premium return from the excess insurance carrier for the individual
member shall be forwarded to the member.

