AGRiP \*\-—_/ WE ENERGIZE THE POWER OF POOLING

ASsSOCIATION OF GOVERNMENTAL RisKk PooLs

Advisory Standards

| 1. GOVERNANCE (Last updated: 2018) |
The AGRiP Advisory Standards for Governance address foundational and structural
requirements for pool formation and maintenance. More importantly, the Governance
Standards address the need for - and value of - engaged, educated, thoughtful and
sufficiently independent leadership by the pool governing board to set the pool’s direction
in operational and financial matters. (Note: When used below, “Directors” mean members
of the pool’s governing body.)

For the purposes of this Standard, we define:
e Foundational as formation requirements for both the pool itself and member
participation in the pool.
e Fiduciary and financial solvency as governance best practices designed to influence
the financial security of the pool.
e Operational as necessary governing board best practices that are neither
foundational nor financial.

Standards addressed:

FOUNDATIONAL - STANDARD I-A

[-A.1 Formation Documents: the pool maintains signed formation documents, such as
articles of incorporation, a joint powers agreement, or interlocal agreement. There
is aregular, documented cycle of operational review for needed updates,
adjustments, and compliance with the pool formation document. Revisions to the
pool formation document are properly filed with appropriate governing or
regulating authorities.

[-A.2 Governance Documents: the pool has determined whether additional governing
documentation, such as bylaws or governance policies, is necessary or desirable.
The governing body has formally adopted any such documents or policies, and
has a schedule of regular, documented review and update.

[-A.3 Other Membership Documents: member agreements other than formation or
governance documents, if required, are signed by both parties and copies are
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[-A4

[-A.5

[-A.6

maintained by the pool. There is a regular, documented cycle of review and
adjustments, if needed, to member agreements, including legal and member
relationship updates. There is documented communication to pool members on a
regular basis about the status and key provisions of member agreements,
including member obligations.

Formation, Governance, and / or Other Membership Documents (whether in
single or multiple source documents), include at a minimum provisions regarding:

Membership eligibility;

Membership obligation;

Membership termination;

Membership voting rights;

Selection procedures and qualifications for the pool’s governing body;

Powers and duties of the pool’s governing body and any committees;

Indemnification for liability of members of the governing body, officers,

committee members and pool staff;

Requirements for annual actuarial reviews;

Requirements for annual financial audits;

How pool financial information will be shared with pool members;

Dissolution of the pool;

Distribution of pool assets and liabilities upon dissolution;

How dividends or other distribution of pool assets upon circumstances other

than dissolution are determined and allocated among members;

e Ifassessments are authorized, circumstances for determining the assessment
and allocating it among members are defined;

e Whether members are jointly and severally liable within the pool;

e Provisions under which a member can leave the pool, and associated notice
provisions the member must give the pool;

e Whether a member remains responsible for any portion of its losses, or is

eligible for any; and, distribution of pool assets, upon departure from the

pool.

The pool has determined its legal status, for example as a public, private, or non-
profit entity; and whether it is deemed a regulated insurer under state laws. The
pool maintains adequate records of such status and complies with all applicable
state and federal requirements as determined by its status.

The pool has determined its federal and state tax status, maintains adequate records
of such status, and, if applicable, timely files applicable tax returns.
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‘ FIDUCIARY AND FINANCIAL SOLVENCY - STANDARD I-B ‘

[-B.1

[-B.2

[-B.3

[-B.4

I-B.5

[-B.6

The governing body is regularly trained on fiduciary obligations.

The governing body reviews and discusses overall pool financial solvency and
financial performance at least annually based upon benchmarks and comparisons
established by the governing body, including at minimum projections and
allocations of funding for:

e Losses.

e Loss development, including incurred but not reported losses.

e Allocated and unallocated loss adjustment expenses.

e (Contingency margins.

The governing body obtains competent legal advice regarding its own governance
and operational issues.

e Coverage counsel, general legal counsel, and defense counsel are segregated
functions; or the governing body has documented its approval to place more
than one function with the same legal advisor.

e The pool requires counsel in any role not directly employed by the pool to
have professional liability insurance.

e Qutsourced legal advice roles are documented in written contracts that are
compliant with the contract provisions outlined in Standard II1-A of Service
Provider Contracts.

The governing body requires an annual actuarial study to determine reserve
adequacy, signed by a Fellow of the Casualty Actuarial Society or a Member of the
American Academy of Actuaries who is independent of the pool. For pools
employing an in-house actuary a biennial peer review of reserve adequacy by an
actuary independent of the pool is acceptable. The governing body at minimum
yearly receives a summary of the annual actuarial study.

The governing body has written policies that it reviews annually regarding net
position. The policy includes, at a minimum:
e Methodology used for determining net position adequacy;
e A defined target net position amount and/or range;
e How net position levels will be communicated to pool members; and,
e The method of calculating return of net position to members, including
whether allocations are made based upon coverage year or all years of pool
operation.

The pool annually reviews its net position levels in relation to the target net position
and considers net position when making annual funding decisions.
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[-B.7 The governing body has written policies that it reviews at least every five years
regarding assessments. The policies and review practices exist, even if the pool
has not experienced and does not plan an assessment. The policy includes, at a
minimum:

The circumstances that may trigger an assessment;

Methodology used for determining the overall assessment needed by the
pool;

Methodology for allocating assessments among pool members, including
whether assessments are made based upon coverage year or all years of pool
operation;

Whether and how members that leave the pool are responsible for their
assessments;

How and when assessment parameters and the need for assessment will be
communicated to the governing body; and,

How and when the assessment will be communicated to pool members.

[-B.8 The governing body annually reviews the pool’s investment policies, practices, and
performance. The pool’s investment policy includes, at a minimum:

Goals and intended use of investment income;

Allowed allocation of invested assets, including regulatory constraints;
Portfolio diversification, liquidity, and duration expectations;

Explicit delegation of authority regarding investment decisions;
Provisions for controls regarding invested assets, including those that
address separation of duties, safekeeping and custodial procedures;
How and when the governing body will be made aware of investment
allocations, results, and related activities; and,

How and when the governing body will interact directly with investment
managers, advisors, and/or consultants.

[-B.9 The pool annually prepares financial statements in accordance with generally
accepted accounting principles as applied to pools or as required by state law. The
governing body receives and reviews annual financial statements.

[-B.10 An annual audit of the pool's financial records is conducted by a qualified
independent certified public accountant or state audit agency and includes a signed
opinion regarding the financial statements.

Page 4 of 18

The audit firm directly reports its findings to the governing body, whether
reporting to the entire body or a designated committee.

[f the audit firm reports directly to a designated committee, the entire
governing board still receives and reviews the audit report.

The audit includes a report on internal controls.

The audit includes a report on the status of the previous year’s
recommended audit actions, along with any activity by the pool in follow-up.
The pool responds to any reportable conditions in the audit report within a
reasonable period of time.
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[-B.11 The governing body has determined when and how annual financial reports are

distributed to pool members.

[-B.12 The pool has adopted a physical asset inventory and control policy that at minimum

includes periodic inventory of assets, recording of assets in the pool’s financial
records, and a process to report asset changes to the responsible party.

| OPERATIONAL - STANDARD I-C |

[-C.1

[-C.2

[-C.3

[-C.4

I-C.5

[-C.6

New Directors receive an orientation to the pool’s governance structure, operations,
legal and fiduciary responsibilities, budget, actuarial review, financial and
investment policies.

The governing body approves minutes of its meetings. The governing body has
made a determination about minutes being distributed or otherwise made
available to members.

The governing body develops and maintains a long-range or strategic plan,
including a strategy for maintaining adequate net position to respond to
unanticipated events causing significant financial impact to the pool.

The governing body has methods to review both the strategic plan and operational
work plans over time and to assess overall performance against the plans.

The governing body regularly considers whether and how the pool’s investment
strategy connects to its net position and/or assessment policies.

The governing body has adopted a records management and retention policy. The
policy outlines the treatment of all records, regardless of form, including at a
minimum:
e When records may be destroyed.
e Records that must be kept permanently.
e Records archiving practices.
e  Whether and how the pool complies with any state required records
retention and storage requirements.
e Documented process to prevent modification and deletion of permanent
electronic files.
e Separation of confidential records from public records.
e Documented process for responding to public records requests.

[-C.7 The governing body has determined under what circumstances to make copies of
current and former binders, correspondence, policies, endorsements and
certificates of excess and/or reinsurance available to members for review.
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[-C.8

[-C.9

[-C.10

[-C.11

The governing body makes periodic evaluations of the quality, stability and financial
solvency of all past and present reinsurance, excess, and insurance providers.

The governing body adopts an annual operating (non-loss expense) budget and
receives at least an annual budget comparison that includes meaningful metrics to
monitor actual-to-budgeted performance.

The pool insures or self-insures its administrative and operational risks, including
errors and omissions, directors and officers, general and auto liability,
workers’ compensation, property, employee fidelity and fiduciary liability.

The pool has a Code of Conduct applicable to the pool governing body and staff
(whether directly employed by the pool or under contract) that is generally
consistent with the AGRiP Model Code of Conduct.

IL. STAFFING (Last updated: 2017) \

The AGRIP Advisory Standards covering Staffing recognize pooling practices to employ
staff directly, and/or to use contracted service relationships to staff core pooling
operations and activities. Contracted staffing resources may include staff from a
sponsoring entity or association. These Standards are applicable regardless of the pool’s
staffing or outsourced structure, in any combination.

Standards addressed:

[I-A

[I-B

If the pool employs any of its own staff:

e The pool's authority to directly employ staff is expressly granted and
documented accordingly.

e Authority to set terms of employment, compensation (including bonuses)
and employee benefits (including leave) is documented.

e The scope of authority delegated to staff is clearly defined.

e Written policies are in place addressing and/or defining:
o Staff performance and management reviews;
o FTE, expected work hours, and expense reimbursements;
o The acceptance of gifts, perks or other benefits from outside entities; and,
o Conflicts of interest for key staff members.
o Antidiscrimination.

e Employment and personnel policies are:
o Reviewed regularly based on a documented process;
o Communicated to staff at least annually; and,
o Communicated to the Board at least annually.

If the pool uses contracted staff:
e Outsourced staffing relationships are documented in written contracts that
are compliant with the contract provisions outlined in Standard III-A of
Service Provider Contracts.
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e The pool Board has assured itself that the employment requirements in
Standard II-A are met by the service provider.

111. SERVICE PROVIDER CONTRACTS (Last updated: 2018) |

The AGRIP Advisory Standards covering Service Provider Contracts recognize the wide

array of professional and service relationships used by pools to meet operational needs.
Service Contracts may include staffing resources, systems, professional advice, or other
operational relationships.

Standards addressed:

I1I-A

[1I-B

[1I-C

[1I-D

The pool has a written policy that all contracts for services between the pool and a
service provider (including reinsurance and excess brokers, contracted
administrators for pool management, claims TPAs and investment managers)
include the following contract provisions:

e Agreement term;
Scope of services provided;
Form and timing of periodic reporting by the service provider to the pool;
Performance measures and corresponding reporting methods;
Compensation details;
Ownership and confidentiality of pool information;
Business continuity obligations of the service provider;
Data security obligations of the service provider;
Records retention Standards and accountabilities;
Compliance with applicable state and federal regulations;
Indemnification of the parties and insurance requirements;
Assignability of the contracted relationship;
Cancellation and termination of the agreement;
e Breach definition and remedies;
e Legal venue to resolve disputes; and,
e Choice of law.

The pool has a written policy defining the dollar amount for service contracts above
which it utilizes a transparent, competitive selection process for the procurement of
services; or has documented reasons why a competitive selection process is not
being used for a service above the documented dollar amount.

The pool has a written policy defining the review protocols and authority levels for
entering into contracts on behalf of the pool. The pool Board has established a
dollar amount above which it reviews and approves service contracts. Authority to
enter into contracts on behalf of the pool is clearly defined.

The pool has a defined practice for legal review of all service contracts entered into
on behalf of the pool. Such process may include variable parameters for legal
review based upon type of service and/or dollar amount of contracts.
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[II-E  The pool Board receives annual documentation of service contracts the pool is
engaged in, including contract compensation parameters and especially noting any
contract terms with any service provider that involve the pool paying and/or
receiving commission-based fees, percentage of savings, or similar compensation
structures.

[II-F  If the pool uses agents/brokers to place member business, the Board receives full
disclosure about compensation to such agents/brokers on a regular basis.

III-G  Under no circumstances, whether or not there is a written contract for services,
does the pool require or expect service providers to provide gifts, perks, or other
benefits to its governing board or staff as a condition of doing business with the
pool.

| IV. MEMBER RELATIONS (Last updated: 2020)
The AGRiP Advisory Standards covering Member Relations recognize the importance of
building and maintaining strong relationships between the pool and its members.

Standards addressed:

IV-A  The pool has documented strategies addressing:
e Member retention goals and methods;
e Prioritization of in-person visits to members;
e Growth goals and methods, including marketing initiatives to potential pool
members; and
e Orientation of new pool members.

IV-B.1 The pool has determined the appropriate frequency, format and content for
communicating important pool information to its members in order to facilitate its
members’ understanding about the pool’s values, operations and efficacy.

[V-B.2 The pool communicates the following information to its members:
e The pool’s overall strategic vision or plan;

The pool’s value proposition in the market;

Net position of the pool in the current year and over time;

Basic information about pool coverages, limits, member deductible options,

etc,;

e Loss trends such as major types of losses (measured by frequency and/or
severity) or new risk areas;

e Membership data on the whole, for example the total number of members,
total pool exposures, etc.;

e Services offered by the pool including training courses, onsite risk
management reviews or evaluations, wellness programs, grants, phone
consultation services, etc.; and the number of such services provided to
members; and
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e Decisions and important actions of the pool’s governing body that could
impact members.

[V-C  The pool has considered whether and how to measure member satisfaction with its:
Coverages;

Claims functions;

Enrollment meetings;

Underwriting practices;

Risk management services;

Communication methods with members; and

Any other pool-determined important measure of effective member services
and/or member relationships.

The pool’s governing body is regularly apprised of key findings from member
satisfaction evaluations.

IV-D The pool has considered how it will meet member relationship goals and objectives
relative to roles within its member agencies, for instance elected officials,
administrators, agents or brokers, and other key people.

The pool has a system, tool and/or workflow in place to measure the pool’s
performance toward building and maintaining member relationships.

IV-E  The pool communicates with representatives about their individual roles and
responsibilities to build or maintain a positive relationship with pool members

including:
e Board members;
e Staff;

e (Contracted employees; and
e Third party administrators working for the pool.

| V. COVERAGE (Last updated: 2019) |
This AGRiP Advisory Standards relates to the pool’s coverage documentation, adequacy,
change management, legal review, and disputes for all lines of coverage offered to
members.

Standards addressed:

V-A  The pool provides clear documentation of coverage to its members. Coverage
documentation is regularly reviewed for ease of understanding, flow of information,
and member comprehension.
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Coverage documentation (including member communication) is consistent with
state laws or regulations about whether coverage provided by the pool is
“insurance.”

The pool provides a certificate of coverage to all members, agents, business
partners, and/or to their contracted indemnitees as required by law, and/or as
requested.

V-B  The pool regularly examines and evaluates the coverage it provides members to
determine whether new coverage should be introduced, or existing coverage
modified. The process to review coverage includes:

e Considering input from members;

e Reviewing state or national coverage regulations and requirements, and
changes in legislation or regulation that might impact coverage;

e Gathering input from claims, underwriting, member services, risk
management, or other departments;

¢ Consulting with reinsurance, excess, or stop loss partners;

e Reviewing local and national insurance market trends, market competition,
market coverage and pricing.

V-B.1 The pool effectively manages, documents, and communicates coverage changes. In
doing so, the pool:
e Maintains historical records about what coverage changes have taken place,
with effective dates.
e Documents and follows approval processes, including whether coverage
changes need approval by the governing body, regulators, reinsurance and
excess partners, or others.

V-B.2 The pool has determined how frequently coverage counsel will be engaged to
review coverage documentation (existing and/or proposed), and engages such
review. Please include the date coverage documents were last reviewed by coverage
counsel.

V-C  The pool has a documented process for resolving member coverage disputes that
includes staff authorities, escalation to the governing body, when counsel will be
engaged to guide the pool, and any outside remedies or processes that members
may elect.

| VI. UNDERWRITING (Added: 2019) |
The AGRIP Advisory Standard for Underwriting recognizes the need for establishing sound
criteria, assuring adequate information collection and analysis, and communication needs.

Standards addressed:
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VI-A The pool has written and objective underwriting criteria to evaluate member risk

VI-B

VI-C

VI-D

and pricing. The pool has an application that prospective members complete in
order to request coverage, and a method for gathering data about any risk changes
upon member renewal.

The pool has determined its overall pricing philosophy for new and renewing
members and establishes annual goals relative to overall underwriting
performance, such as a target for overall underwriting income and/or a rate target
for the year.

The pool has determined how pool expenses including losses, loss adjustment
expenses, and administrative expenses will be allocated among members.

The pool has determined whether and to what extent a member’s exposure(s) and
experience will impact its required contributions.

The pool has determined the degree to which underwriting discretion can be
asserted in member pricing.

The pool has a system or set of systems that allow it to collect, maintain, report, and
analyze member underwriting information, with at least the following minimum
capabilities:
e (Generate reports by member entity, member contributions, coverage type,
and other appropriate variables determined by the pool;
e Report current and historical exposures and rates, by member entity; and
e Provide summary and detailed analysis of exposures to effectively interact
with reinsurance and/or excess insurance partners, actuaries, regulators,
and others as may be appropriate or required.

The pool communicates its overall underwriting goals and methods to its members,
including deadlines for submitting underwriting information and any consequences
that might apply.

The pool provides members with information about upcoming rate and/or
contribution changes in a manner that is timely and aligns with the pool’s notice
provisions for member withdrawal.

The pool has determined whether members may or must place coverage with the
pool through an insurance agent or broker.

If the pool allows or requires a member to use an agent or broker intermediary, it
clearly communicates with both the agent/broker and the member entity about:
e Therole of the agent or broker with the pool and any compensation paid by
the pool to the agent or broker (including fees or commissions embedded
within the member’s contribution);
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e Expectations of the member, regardless of the presence and role of the
agent/broker; and
e Communications the pool will make to its member directly.

The pool has determined whether and on what basis it will pay member agents or
brokers.

VIL. BUSINESS CONTINUITY (Last updated: 2018) \

The AGRIP Advisory Standards covering Business Continuity recognize the need for
adequate written policies and procedures to sustain ongoing operations of the pooling
organization amid a variety of threats or other business interruptions, whether the pool
conducts operations in-house or contracts for services.

Standards addressed:

VII-A

VII-B

VII-C

VII-D

VII-E

VII-F

The pool has assessed business continuity risks and has adopted a written, all
hazards business continuity plan that outlines procedures and resources needed to
maintain core pool business operations and assist in recovery of full operations
upon significant interruption of any sort, and which identifies alternate sources for
necessary business supplies, resources and locations during a business interruption.

The business continuity plan addresses recovery of and access to critical data during
a significant business interruption. Parameters are included for securing data that
may be private and/or confidential during significant interruption to normal
business operations.

The business continuity plan clearly defines when it will be invoked or
implemented, the team responsible for implementation, how notification will
be made to pool staff, service providers, and members, and who is responsible
for external communications.

The pool maintains and updates contact information for vendors, members, pool
board directors and staff that may need to be contacted during a major interruption
to business. This contact information is accessible in electronic and paper form,
maintained offsite, and accessible to multiple pool staff.

The pool has documented how its business continuity plan will be reviewed,
maintained, and tested over time, and communicates relevant aspects of its business
continuity plan to all staff at least annually.

The pool has adopted an emergency response plan defining procedures and actions
taken immediately following a crisis event to direct people and resources away from
danger, evacuate facilities, and work with first responders to ensure safety.
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VII-G The pool regularly holds emergency drills and/or training sessions to ensure staff
are aware of emergency response procedures.

VII-H The pool maintains all related current and former binders, correspondence, policies,
endorsements and certificates for excess and/or reinsurance. If the pool uses a
contracted administrator for pool management, the responsibility to maintain all
related current and former binders, correspondence, policies, endorsements and
certificates for excess and/or reinsurance is defined between the pool and the
contracted administrator in accordance with Standard III-A: Service Provider
Contracts.

| VIIL. DATA SECURITY (Last updated: 2017)

The AGRIP Advisory Standards covering Data Security recognize the need for adequate
written policies and procedures to protect data collected or maintained by the pool,
whether the pool conducts operations in-house or contracts for services.

Standards addressed:

VIII-A The pool has a procedure to track inventory of all hardware, devices, and software
authorized to access its computer network.

VIII-B The pool actively manages the security configuration of hardware authorized to
access its network to prevent exploitation of vulnerable services and settings.

VIII-C If the pool allows access to its network for pool purposes by any personally-owned
devices from any source, such as staff-owned or service provider mobile phones,
laptops, or tablets, it has a written policy regarding acceptable use of devices,
allowed devices, support for devices, and security protocols for pool data.

VIII-D The pool has data security and protection procedures in place to prevent data
compromise and the unintentional release of sensitive information, including
hardware and infrastructure protection and protection from user-based risks.

VIII-E The pool actively protects and backs up electronic files, including provisions for
housing back-up data separately from the pool’s main storage site and testing back-
up storage on a periodic basis.

VIII-F The pool has defined the use, assignment, revocation, and configuration of
administrative privileges for computers, networks, and applications.

VIII-G The pool regularly informs all users with access to its system about smart cyber use
activities.

VIII-H The pool regularly conducts data vulnerability assessments and remediates issues
when necessary.
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VIII-I All hardware, software, data use and data storage systems are compliant where
necessary with relevant federal and state laws.

IX. CLAIMS MANAGEMENT (Last updated: 2019) |

The AGRIP Advisory Standards covering Claims Management recognize the need for claims
management, administration, litigation, and claims auditing in administering claims against

members.

Standards addressed:

IX-A Regardless of whether the pool administers claims using in-house staff or a
contracted relationship, the pool has written procedures addressing the entire life
cycle of claims management and administration activities and shares them with the
administration team regularly, including at a minimum, procedures that address:

Initial notice and intake procedures for new claims;

Adjuster assignments and supervisory oversight;

File notes and claim documentation;

Reserving practices, including reserve changes or updates;

Timeliness standards for claims adjusting activities;

Claim investigation methods, expectations and activities;

Methods to raise coverage questions or other reasons a claim might be
denied, and the process for doing so;

Member and/or claimant communication expectations throughout the life of
a claim;

Methods to identify and effectively manage claims with potential to be more
severe than originally expected;

Subrogation and salvage activities and expectations; and

Timely and complete reporting of claims to the pool’s reinsurers or excess
carriers, and tracking of recoverables.

IX-A.1 Regardless of whether the pool administers claims using in-house staff or a
contracted relationship, the pool assures qualified claims staff including:

The claims administration staff are provided regular training to assure their
understanding of and compliance with documented claims processes,
procedures, and expectations; and

The claims administration staff has regular opportunity to discuss
challenging claims, roundtable claim results and processes, and consider
opportunities for better managing member claims.

[X-A.2 Regardless of whether the pool administers claims using in-house staff or a
contracted relationship, the pool has specific written policies regarding:
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Claim settlement authority levels and hierarchy, including whether and when
a committee or governing body must approve settlements; and
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e An appeals process for members to dispute claim denials, including whether
and when escalation to the governing body is allowed.

[X-B  The pool has an electronic system or set of systems that allows the pool to maintain,
report, and analyze claim information and claim financial data with at least the
following minimum capabilities:

e Generate claim reports by member entity, claimant, subscriber, or other
appropriate variable that has been consciously determined by the pool;

e Report accurate financial data by claim including amount paid, claim or case
reserves, and recoverables;

e Report total incurred and paid claims by line of business, as of a given
valuation date; and

e Reconcile claims data to the pool’s financial accounting system.

[X-B.1 The pool has determined what member-specific claims data and information it will
provide to a member and on what basis and/or timing it will do so.

The pool provides to any requesting member the member’s own claims for
requested time period of data including, at a minimum, claim identifiers (claimant,
facility, etc.) dates of loss, and amounts paid by claim.

Any electronic claims system(s) in place at the pool (whether or not the systems are
owned and maintained by the pool directly) are appropriately secured and
accessible only by appropriate and authorized users.

The pool has taken adequate steps to assure its claims data are fully accessible,
portable, and able to be converted to a new system if necessary for any reason.

IX-C  The pool maintains litigation management practices including at a minimum:

e Attorney qualifications required to defend claims on behalf of member
entities;

e Criteria and a process for accepting or approving attorneys to defend claims
on behalf of member entities;

e (riteria and a process for accepting a defense attorneys not otherwise
approved by the pool;

e Required reporting by the defense attorney to the pool about litigation
status, budget, and overall case management;

e Required communication by the defense attorney to the member entity,
including regular status reports or updates; and

e Performance standards or guidelines for defense attorneys.

[X-D Independent Claims Audit:

Regardless of whether the pool administers claims using in-house staff or a
contracted relationship, the pool conducts a claims audit by a qualified firm or
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individual, at least once every three years. The claims audit is conducted by a firm or
person independent of the pool and its claims administrators, reinsurers or excess
carriers.

The independent claims audit includes, at a minimum, review of the following key of
the pool’s claims management policies and procedures:
e Timely claims handling;
Claim file documentation and supervisory oversight;
Adherence to claim payment and settlement authorities;
Claim reserving practices;
Adequacy of claims investigation;
Adequacy of claim communication with the pool member and claimant;
Litigation management activities; and
Alignment of loss experience reports to case reserves and payments.

The pool governing body is provided a written report of findings from the audit,
including any areas of deficiencies or exceptions and how the pool will address such
deficiencies. Include the date of the last claims audit.

IX-E  The pool has a documented procedure to address how claims will be managed and
processed when they present an actual, potential, or perceived conflict to the claims
staff relative to the pool’s governance activities and/or governing body.

The intent of this standard is to address the handling and management of such
claims, not the governance conflict that may exist. Examples might include a
disputed valuation for a property claim from the member entity of a director sitting
on the governing body of the pool; a pool governing body director with a workers’
comp claim against the pool; or an auto liability claim involving a member of the
pool’s governing body. Another possible claims conflict would be if a pool employee
or member of the governing body has a claim against the pool for an action the pool
self-insures.

\ X. PROFESSIONAL DEVELOPMENT (Last updated: 2020) |
The AGRIP Advisory Standards for Professional Development recognize the importance of
having competent staff and governing body members to lead the pool and execute all pool
activities.

Standards addressed:

X-A  The pool has established professional development expectations for its governing
body about:
¢ Public entity pooling structure and regulation;
e The roles, responsibilities, and decision making authority of governing body
members;
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e Methods and degree of oversight the governing body provides for pool
financial status, including the pool’s net position policy;

e How the pool allocates costs and risks among members and the impact of its
overall pricing philosophies;

e The pool’s reinsurance, excess insurance, and/or stop loss model and
retention(s);

e The pool’s investment practices and investment management oversight; and

¢ Financial and operational industry norms and best practices.

X-B  Asrelated to all pool staff, whether employed or contracted and applicable
regardless of tenure or role at the pool:

e The pool has established expectations for professional development through
relevant training and ongoing education;

e The pool identifies appropriate professional development opportunities;

e The pool has determined whether certifications are required or
recommended and to what extent ongoing education costs are reimbursed;

e The pool provides onboarding and orientation pertinent to the job duties; and

e The pool provides professional networking opportunities with other public
entity pools, professional organizations or associations, and service provider
partners.

X-C  Staff directly employed by the pool are provided:
¢ Annual performance goals;
e Atleast annual performance feedback; and
¢ Job specific skills training.

‘ XI. RISK MANAGEMENT (Added: 2020)

The AGRiP Advisory Standards covering Risk Management address the commitment of a
pool to risk management initiatives, priorities, and communication practices.

Standards addressed:

X-A  The pool regularly examines member loss exposures and loss performance to
determine its risk management philosophy.

X-B  The pool has identified overall risk management goals and desired outcomes.

X-C  The pool has considered how, when and where to prioritize deployment of risk
management resources or programs to members.

X-D  The pool communicates its overall risk management philosophy, goals and priorities
to its members, staff and contracted service providers.

X-E  The pool provides, delivers or promotes risk management programs to members
with content specifically designed to avoid or reduce known risks.

Page 17 of 18
Last update: November 2020



X-F  The pool has established and documented risk management standards or
expectations members must meet.
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