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Purpose 
To establish the methodology of how the Pool would distribute net position (e.g. surplus or excess capital) to 
Members when such a distribution is not connected to dissolution. 

Authority 
1. Interlocal Agreement, Section 13 Funding (“Member contributions and assessments established by Board”) 
2. Interlocal Agreement, Section 14c Withdrawal of a Member (“Upon withdrawal, a Member shall have no 

further obligations to the Pool, nor shall it be entitled to any portion of the Pool’s assets or equity.”) 
3. Interlocal Agreement, Section 15a Termination of a Member (“Until the effective date of termination, the 

terminated Member shall have the benefits and burdens of participation in the Pool”) 
4. Interlocal Agreement, Section 16b Dissolution (Upon termination or wind-up, the assets of the Pool shall 

be liquidated. Following the payment of all claims and expenses, each Member shall be entitled to a 
percentage share of the liquidation fund in that percentage which the total contribution payments by each 
Member bears to the total contribution payments by all remaining Members made over the life of the 
Pool.”) 

5. Bylaws, Section 18 (“The Executive Committee shall make recommendations to the Board with respect to 
the annual budget, assessment of Member allocations and contributions, distributions of surplus to 
Members, the purchase, lease, sale, and disposal of real property, and all other matters that may come 
before the Board.”) 

6. Governance Policy: Assessment Allocation Policy 
7. Governance Policy: Capital Funding Philosophy Governance Policy 

Definitions 
Pool – The Washington State Transit Insurance Pool, a joint self-insurance program formed by Interlocal 
Agreement pursuant to RCW 48.62 and 39.34 and governed to conform with WAC 200-100. 

Associate Member – A local governmental public transit entity which had limited access to the Pool’s 
services and did not participate in the Pools joint self-insurance program. Associate Membership ended in 
2008, with Associate Members needing to decide if they wanted to join the Pool in 2009 (or thereafter) as 
evidenced by such entity’s execution of the Pool’s Interlocal Agreement. 

Member – A local governmental public transit entity which participates in the Pool’s joint self-insurance 
program as evidenced by such entity’s execution of the Pool’s Interlocal Agreement. 

Assessment – Board approved assessments which are administered in accordance with the Assessment 
Allocation Policy or as otherwise directed by the Board. 

Contribution – Member assessments recorded as revenue during WSTIP’s closed fiscal years. The 
contribution amount includes the Prior Period Assessment Audit (PPAA) amounts in the year WSTIP 
recognized the revenue as opposed to when payments related to the PPAA were made. Not included in the 
definition of contribution are payments made by a member of any other kind that are not for the express 
purpose of paying an assessment. Examples include bonds or stand-alone insurance products specific to the 
Member (that aren’t collected with the annual assessment), deductibles for claims, for training or loss 
prevention services or projects. 

Triggering Event 
As noted in the Capital Funding Philosophy Policy under Hold Capital: "The Board will not consider the return 
of capital to the membership until the net position is above the risk capital target range.” While that policy 
may change, this Distribution of Surplus Policy doesn’t define the circumstances which might result in the 
decision to have a distribution of surplus; rather, it provides the methodology for an approved distribution. 
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Eligibility for a Distribution of Surplus 
All Members are eligible for distribution of surplus if they have not withdrawn from the Pool or passed the 
effective date of termination, as defined in WSTIP’s governance policy documents, prior to the Board 
approved distribution date. The distribution date is decided by the Board in its sole and absolute discretion. 
Below are four examples which describe how a Member (or former Member) might not be eligible for a 
distribution of surplus. 

How Withdrawal of a Member affects a Distribution of Surplus (Note: These examples are for illustrative 
purposes only and may not always be applicable to facts of a particular situation.) 
Important background for the next two examples from 2014 Interlocal Agreement (ILA) Section 14a: “A 
Member may withdraw from the Pool only at the end of a fiscal year by providing at least six month’s 
written notice thereof.” 2014 ILA Section 14c: “Upon withdrawal, a Member shall have no further 
obligations to the Pool, nor shall it be entitled to any portion of the Pool’s assets or equity.” 

Example 1: By June 30, 20X6, Member A provides timely notice of their intent to withdraw from the Pool 
at the of the 20X6 fiscal year (see ILA Section 14a), which is December 31, 20X6 (the “effective 
withdrawal date”). At its 20X6 September meeting, the Board approves a distribution of surplus with a 
December 1, 20X6 distribution date. In this example, though intent to withdraw is given, Member A is a 
Member on December 1, 20X6 (the distribution date, not the Board approval date) and therefore eligible 
for the distribution of surplus.  

Example 2: Same facts and circumstances as Example 1, except the Board approved distribution date 
is January 2, 20X7. In this example, Member A is a member on the date the Board approved the 
distribution but with an effective withdrawal date of December 31, 20X6. As such, Member A will not be 
eligible for a distribution of surplus on the distribution date. Based on this example, the portion that 
would have otherwise been distributed to Member A will remain with the Pool, there will be no 
recalculation of the distribution of surplus. 

How Termination of a Member affects a Distribution of Surplus 
Important background for the next two examples comes from 2014 ILA Section 15a: “A Member may be 
terminated only by the affirmative vote of at least three-fourths of all representatives or alternates. The 
effective date of termination shall be six months following notice of the termination vote.  Until the effective 
date of termination, the terminated Member shall have the benefits and burdens of participation in the Pool. 

Example 3: At its Friday March 26, 20X8 meeting, the Board approves the termination of Member B’s 
membership (see ILA Section 15). Member B does not attend the meeting and therefore notice of the 
termination vote from the Board President is provided to Member B on Monday March 29, 20X8. The 
effective date of the termination will be 6 months from March 29, 20X8 which is September 29, 20X8. 

At its 20X6 June meeting, the Board approves of a distribution of surplus with an August 1, 20X8 
distribution date. In this example, Member B is a Member on August 1, 20X8 (the distribution date, not 
the Board approval date) and therefore eligible for the distribution of surplus.  

Example 4: Same facts and circumstances as Example 3, except the Board approved distribution date 
is October 1, 20X8. In this example, Member B is a member on the date the Board approved the 
distribution but with an effective date of termination of September 29, 20X8. As such, Member B will not 
be eligible for a distribution of surplus. Based on this example, the portion that would have otherwise 
been distributed to Member B will remain with the Pool, there will be no recalculation of the distribution 
of surplus. 
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Eligibility for a Distribution of Surplus (Continued) 
Should a withdrawn or terminated Member rejoin the Pool, only the total contribution payments in fiscal 
years after they rejoined the Pool will be considered for a distribution not connected to dissolution. 

Determination of Methodology for Distribution of Surplus 
Considering how long this policy might be in place before being utilized, it seems reasonable to incorporate 
options discussed for a return of capital. The review considered a Members loss history as a limiting factor in 
a distribution of surplus. Through discussion, it was noted a Member’s assessment, which is experience 
rated, already includes increased contributions due to a Member’s loss history. As a result, a Members total 
contribution payment over time would be reflective of a consequence of loss and a Members total 
contribution payment should be used as part of the calculation for a distribution.  

The review also considered whether to include contributions paid for shared risk coverages (risk rated 
coverage) like General Liability coverage and contributions for non-risk rated coverage like Director and 
Officers Errors and Omission or to have some limiting component. Through discussion, it was noted amounts 
paid for non-risk rated coverage would be difficult to exclude (particularly back to 1989) and that these 
amounts if included would be de minimus as a component of a Members total contribution payment. As a 
result, the proposed framework would be a Members total contribution payment. 

The 1988 and 2003 ILA both had a termination article with a Distribution of Assets paragraph which read: 

“Upon termination, assets of the Pool shall be distributed to terminating member Transit Systems 
proportionate to their equity account and premium payments made during the last thirty-six (36) 
months of the Pool. The Board shall distribute the assets to terminating member Transit Systems 
within six (6) months after the distribution of the last pending claim or loss covered by the pool” 

The 2004 and 2014 ILA modified the 1998 and 2003 approach with this section: 

Section 16. Dissolution. 

a. The Pool and this agreement may be terminated by the written consent of three-fourths 
of the governing boards of the Members. Upon termination and wind-up, the Pool and 
this agreement shall continue in effect for the purpose of the winding-up the business and 
affairs or the Pool, including disposing of all claims, the collection of additional 
assessments, and the distribution of assets. 

b. Upon termination or wind-up, the assets of the Pool shall be liquidated. Following the 
payment of all claims and expenses, each Member shall be entitled to a percentage 
share of the liquidation fund in that percentage which the total contribution payments by 
each Member bears to the total contribution payments by all remaining Members made 
over the life of the Pool. 

c. Any and all disputes concerning the entitlement to or amount of any refund of excess 
payments or the distribution of assets shall be resolved by arbitration pursuant to the 
rules for commercial arbitration of the American Arbitration Association. All Members 
may participate in the arbitration and shall be bound by the arbitrator’s decision. 

It is observed Pool forebearers didn’t expressly include a Member’s loss history in a liquidation scenario and, 
while we may not know why they didn’t, it seemed reasonable to not include a Member’s loss history in a 
distribution not connected to dissolution. 
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Methodology for Distribution of Surplus 
This policy utilizes the existing liquidation framework from the 2014 ILA Section 16 which notes a liquidation 
(or in this case a distribution) be “in that percentage which the total contribution payments by each Member 
bears to the total contribution payments by all remaining Members made over the life of the Pool.”  

As an existing practice, the Pool records Member contributions in relation to WSTIP’s fiscal year.  

The allocation percentage numerator includes Member contributions and excludes contributions an agency 
made when they were an Associate Member. 

The allocation percentage denominator includes all Member contributions and excludes contributions an 
agency made when they were an Associate Member. The denominator also excludes contributions of any 
Member who has withdrawn (is past their “effective withdrawal date”) and contributions any Member who has 
been terminated (is past their “effective date of termination”). This denominator is what ILA 16b refers to as 
“the total contribution payments by all remaining Members made over the life of the Pool.” 

The ratio is then multiplied by the amount of Board approved distribution of surplus.  

See Addendum 1, which is an example of ILA 16b in action.   

Minimum for Distribution of Surplus 
In the case of a distribution of surplus not connected to dissolution, the Board approved distribution of 
surplus shall result in a minimum distribution that is the greater of $1,000 or $100 for each year a Member 
made contributions to the Pool. 

Amendment 
The Board may amend this policy. 

Repealer and Policy History 
This policy repeals any prior policy or practice by the Pool on this topic. New Policy in 2025. 
 

 
 
 
 

Joseph Macdonald, President 

Attest: 
 
 
 

Miranda Nash, Secretary 

Approved as to form: 
 
 
 

Richard L. Hughes, General Counsel

 

Member Contributions
Total contribution payments by all remaining Members made over the life of the Pool

= Members Allocation %
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