
ARTICLES OF ASSOCIATION AND BYI-AWS

OF THE

KENTUCKY LEAGUE OF CITIES INSURANCE SERVICES ASSOCIATION

ARTICLE I. NATURE AND PURPOSE

The Kentucky Leagoe of Cities Insutance Services ,\ssociation (the "Àssociation") is an
unincorporated, nonptofit association voluntarily established by the cities, urban-county governments, and
othet public agencies and political subdivisions of the Commonwealth of Kentucky (the "Commonwealth")
which have entered into the INTERLOC,{L COOPER \TION ÀGREEMENT TO ESTÅBLISH THE
KENTUCKY LEÄGUE OF CITIES INSURÅNCE SERVICES ÀSSOCL\TION (the "lnterlocal
,\gteement"), dated as of Åpril 1.5,1987, as atthoøzed by the Kentucky Intetlocal Cooperation Äct (the
"Àct"), Kentucky Revised Statutes ("KRS") Sections 65.21.0 to 65.300, inclusive, for the purpose of
undertaking joint and cooperative action to provide self-insutanc e zndf ot third-paty insurance coverage
against various public liability exposutes, including but not limited to: general, professional, and auto liability
and related claims; workersr compensation and unemployment compensation liability; life, health and health-
related covetages; and to invest pubJic funds. It is the pu{pose and objective of the members to create and
administer through the Àssociation various self-insutance, insurance, and investment trusts, to u ilize the
funds conttibuted by the membets to defend and indemni$r the members against stated liabilties and losses,
to invest the funds so as to tnaxillrize investment earnings, and to pay all debts incutred by and all expenses
of the joint and cooperative undertaking.

ARTICLE II. PLACE OF BUSINESS

The princþal place of business and the mailing addtess of the Åssociation shall be 100 East Vine
Street, Suite 800, Lexington, Kentucþ 40507-3700. The Ässociatioîr;";,ay have other offices within the
Commonwealth as the business of the Àssociation may tequire from time to time.

ARTICLE III. PO$íERS AND AUTHORITIES

The powets and authorities of the Àssociation to fulfill the purposes set forth in Àtticle I above shall
be the following:

(À) To create and administer any of the following tusts:

(1) GENERA.L INSUR \NCE TRUST. Ä joint and cooperative affangelnent whereby
the patticipating rnembers pool theit funds to ptovide self-insurance and/or thtd-
party insutance coverage against various liability exposures, including, but not
limited to: general, professional, auto liabilty, and ptoperty and telated claims.

Q) UNEMPLOYI\{E NT COMPE N S,\TION REIÀ{B URSEÀ,Í ENT TRUST. Å j oint
and coopetative affangement whereby the parricipating members operate as a pool
of self-insuted employers to provide self-insurance coverage against unemploymeût
comp ensation liability.
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(B)

(c)

a)

(E)

(F)

(G)

(lÐ

(r)

0)

(r9

(L)

(3) VøORKERS' COMPENSÂTION TRUST. Ä joint and cooperative 
^rta.ngerîentwhereby the participating members pooi their funds to provide self-insutance

covetâge against workersr compensation liabihty.

(4) LIFE,{ND HEÀLTH INSURÀNCE TRUST. -À joint and cooperative
arrangement whereby the panicipating members pool their funds to provide life,
health and health-related insurance coverages for their ofhcets and employees.

(s) INVESTI,IENT TRUST. ,\ joint and coopetative arrangement whereby the
participating members pool public funds rn otder to maxtnize iflvestment teturn.

To establish and enfotce fot each self-insurance, insutance and investment trust policies,
rules, tegulations, standards, and procedures to govern the relationship between the
pattìcipating members and each trust.

To employ agents, service companies, and petsons, ftrms, associations, and corpotations as

rìecessary and desfuable fot the sound and efficient opetation of the Àssociation and the self-
insufance, insurance and investmeflt tfl¡sts.

To rnake and enter into, acknowledge, deliver, and record any and all conttacts, leases,

agÍeements, deeds, indentures, and othet instrrrments flecessâry and desirable to fulfill the
pulposes of the ,\ssociation.

To purchase and hold in the name of the Àssociation, sell, lease, pledge, exchange, and
encumbet real and petsonal ptoperty âs necessary and desfuable to fulfill the purposes of the
,\ssociation.

To prepare and submit repotts and othet documents to governmental authorities as may be
required by law.

To conduct educational and othet progtams telated to the puqposes and operation of the
Association.

To putchase aggteg te and specific excess insutance and other types of insutance or letters
of ctedit, lines of ctedit, ot othet funding facilities as flecessary to supplement the self-
insutance tnrsts.

To bortow and taise money in the name of the Åssociation.

To receive the disbutsement of any money borowed or the ptoceeds from any sale of
revenue bonds issued pursuant to the Intetlocal Ågteement and to apply such money or
proceeds i¡ fu¡thetance of the pulposes of the Ässociation.

To pledge all. or any patt of the tevenues of a self-inswaflce trust as security for the paymeflt
of the ptincþal of, premium,if any, and interest on any revenue bond which may be issued
or other debt which may be incurred to fund the operations of the trust.

To purchase fideJity, petformance, and surety bonds as necessary.
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To putchase erots and omissions and other types of insurance coverages as necessary.

To act as agent ol ¡epresentative aad attomey-in-fact of each of the membets to the extent
necessary to ñ¡lfill the purposes of the Àssociation.

To pay all lawñ¡l expenses of the Àssociation and the self-inswance, insurance and
ifivestment trusts.

To establish the duties and tesponsibilities of the Àdminist¡ator of the ¡\ssociation.

(a To exercise ary powet and undetake any activity authorized by law which is necessary and
desirable in o¡der to carry out the pulposes of the Àssociation as exptessed in Ä.rticle I
above or the specific po\¡ers granted and duties imposed ìn this Àrticle III.

ARTICLE TV. MEMBERSHIP

NÍembetship in the Á.ssociation shall be limited to those cities and utban county governments withìn
the Commonwealth, v¡hich a¡e members in good standing of the Kentucþ League of Cities ('KLC") and
their govemmental boards, açncies, authodties, commissions, and ìnstitutions which qualiS as t'public

agencies" within the meaning of KRS 65.230, and.*rhich have executed the Interlocal ,\greement.
Mernbership shall be in accotdance with the terms of the Interlocal ,\gteement, these Àrticles of Àssociation
and Bylaws, and all rules, tegulations, and procedures established by the Boatd of T¡ustees. á, city, uban
county government ot other public açncy mey execute the IntetlocalÀgteement and become a member of
the Åssociation without paticipating in any of the self-ìnsurance, insutaoce or investment trusts. However, a

participant in a t¡ust must be a member of the:\ssociation. Membetship in the Àssociation shall be effective
upon the teceipt at the Åssociation's principal place of business of a copy of a duly enacted ordinance,
resolution, ot order of the goveming body of the dç uban cormty gpveÍrment or other public açncy
authotÞing the execution of the Intedocal Àgteement and membership in the "\ssociation and [ü] a properþ
executed Sþatue Paç to the Inte¡local ,\gteemeng aad after all fiIings requìred by law have been
accomplished.

ARTICLE V. BOAìD OF TRUSTEES

SECîION 1. COMPOSITION. TheBoa¡dofTrusteesshallconsistof aminimumof seven(f
and a maximum of nine (9) membes. The exact numbet of members shall be set by the Kentucþ League of
Cities Board of Di¡ectots by resolution and may be chaaçd et any time by subsequent resolution; provided
that a change v¡hich teduces the numbet of membe¡s shall take effect only upon the occurrence of a vacancy
or at the expiration of a membet tetm. One (1) membet shall be appoìnted by the KLC Boa¡d of Directots
from the ranks of non-elected ofÊciels of the cities, utban county ggvemments, aad other public agencies
particþating in one (1) or mote of the self-insulaûce, insu¡ance or invest¡rent üusts. One (1) member of the
Boa¡d of Trustees shall be the Fi¡st Vice Ptesident of KLC. One (1) membü shall be the P¡esident of KLC.
The rcmaining membets shall be appointed by the KLC Boa¡d of DLecton from the ranks of elected
officials of the cities, wbaa county gpverûmerts, and other public agencìes particþating in one (1) or more
of the self-insurence, insurance or invesünent trusts.

oÐ

0'J)

(o)

(")
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SECTION 2. TERN.'ÍS OF OFFICE. The terms of office for the appointed members of the Board
of Trustees shall be staggered so that four (4) members of the Board shall be appointed for one-year terms
and fout (4) members of the Boatd shall be appointed for two-year tetms. The First Vice Ptesident of KLC
shall serve during his ot her tertrì as First Vice Ptesident. In addition, the Ptesident of KLC shall serve
during his or her term as President and shall hold a non-voting position. -{ppointed mernbers rnay be re-
appointed and may seÍve any numbet of consecutive terms.

SECTION 3. RESIGN,\TIONS. Àny Trustee may resign at any time by g-.i"S written notice to
the Board of Trustees. Unless otherwise specified in the written notice, a tesþation shall be effective upon
teceipt of the wtitten notice by the Board of Trustees, and acceptance of the resþation shall not be
necessary to make it effective. !Øhenevet a Trustee ceases to serve âs an elected or appointed ofhcial ofthe
city, urban county government ot other public agency ftom which he was selected, or when the ciq', urban-
county government, or other public agency is no longer a pzracipant in any of the Àssociation's self-
insutance, insurance ot investment tfirsts, the Trustee shall ipso facto reünquish his offlce, and a successor
shall be appointed to serve the temainder of the unexpited tetm. ,{ny Trustee, upon leaving ofhce, shall
delivet to the Ässociation at its principal offitce any and all records, books, documents or other property in
his possession ot under his conttol which belong to the Âssociation.

SECTION 4. REI\ÍO\'ÅL. Àny Tmstee may be removed for misconduct, inabdrty or neglect in the
performance of the duties of his ofhce upon the allttmattve vote of a lli'ajorrty of the KLC Board of
Directors, exclusive of the vote of any membet of the KLC Boatd of Directots who may be the subject of
removal. The KLC Boatd of Directors shall temove from ofhce any Trustee who fails to attend three (3)
consecutive tegular meetings of the Boatd of Trrrstees.

SECTION 5. V,{C,A,NCIES. :\ny vacancy on the Board of Trustees shall be filled by the KLC
Board of Directors fot the temainder of the unexpired term.

SECTION 6. OFFICERS. ,\t its annual meeting eachyear, the Board of Trustees shall elect from
among its appointed membets a Cbairman and a Vice-Chaitman. Each officer shall hold his office from the
date of the election until the annual meeting of the Board of Trustees next succeeding his election and until
his successot is elected. No officer shall be allowed to serve in the same office for more than two (2)
consecutive terms. Fot the purposes of the election of officets, the first tegulat meeting of the Board of
Trustees in each calendat year shall be consideted its annual meeting.

(Ð RESIGNÀTIONS. ,\,ny officer may resþ his office at any time by g"i.g wÍitten notice to
the Board of Trustees. Unless othetwise specified in the written notice, a resþation shall
be effective upon the receipt of the v¡ritten notice by the Boatd of Trustees and acceptance
of the resþation shall not be necessary to rnake it effective.

@) REÀrIOVÅL. Àny ofhcer may be rernoved ftom his office with or without cause at any time
and a successor elected upon the afftrmative vote of a majonq of the Boatd of Trustees,
exclusive of the vote of any member who is the subject of temoval.

\/,\Cr\NCIES. Ànr.vacaflcv in anv office shall be fi-lled fot the unexoired oortion of the
term by a rr'lonty vote of the remaining membets of the Board of Trustees.

OFFICERS'DUTIES. The officers of the Board of Trustees shall have the followinE
duties:

(c)

a)
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(1) CHÀIRI.ÍÀN. The Chairman shall pteside at all meetings of the Board of Trustees.
He shall have the authodty to sþ all deeds, mortgages, bonds, indentutes,
contfacts, leases, repotts, and all othet documents of instruments to be executed in
the course of the Âssociation's business and which shall be athonzed by the Board
of Tnrstees. He shall perfonn all duties incident to the office of Chainnan and ary
duties ptescribed fror¡ time to tirne by the Board of Ttustees.

Q) VICE-CH¡,IRM,\N. In the absence of the Chairman, or iî the event the Cha:nman
is unable or refuses to act, the Vice-Chai¡man shall perform the duties of the
Chdtrman, and when so acting shall have all the powets of and be subject to all the
limitations imposed upon the Cha:ttman. The Vice-Chaiman shall petform other
duties as may be assþed from time to time by the Chairman ot the Board of
Trustees.

In the absence of both the Chairman and the Yice-Chairman, the Boatd may confet the powets of
these offices to any other member of the Board.

SECTION 7. BOÀRD OF TRUSTEES' SECRET,{RY. The -Administrator of the Âssociation
shall serve as Sectetary to the Boatd of Trustees. The Executive Di¡ectot of the Âdministrâtor shall annually
appoint a reptesentative who shall be responsible fot catry'rtg out the duties of the Secretary. The duties and
tesponsibilties of the Sectetary shall be the foliowing: to teco¡:d and maìtntun miriutes of every meetìng,
proceeding or act of the Board of Trustees; to see that all notices ate duly given in accordance with these
,\ticles of Àssociation and Bylaws; to selve ¿s the custodian of the records of the Boatd of Trrrstees and the

-Àssociation; and to perforn all othet duties as may be assþed from time to time by the Board of Tn¡stees.

SECTION 8. POWERS ÅND DUTIES. The Boatd of Trustees shall govetn and manage the
business ar;.d affars of the Àssociation and each of its self-insutance, insurance, and investment trusts, and
shall have and exetcise all the powets delegated to the Àssociation, except those powets which may be
reseryed to the members. The Board of Trustees may, consistent with any applicable law or regulation,
delegate any of its administrative poweÍs, duties, and responsibilities to the Àdministtator, including the
Àdministratot's officets, employees, and agents, and to othet ptofessional and service companies as necessary

ot desitable; ptovided, however, that the Boatd of Trustees may not delegate its authodty and responsibilty
to:

(Ð Establish the basic poJicies, rules, regulations, standards, and ptocedutes governing the
operation of the Àssociatlon and its self-insurance, insurance, and investment tflrsts.

@) Establish the annual or supplementary conttibutions to be paid by the rnembers
patticipating in any of the trusts or to declare and distribute surplus assets of any trust.

(c) Make decisions tegarding patticrpation in any trust by any membet, including the decision to
terminate âny member's patticipation in any tfl.rst.

(D) Make decisions tegarding the termination and dissolution of any trust.

(E) To elect the Boatd's officets.

To adopt a budget for the Âssociation and its self-insurance, insurance and investment
trusts.
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(G) To amend these Àrticles of Âssociation and B1'12ç¡s.

(il) To authorize the issuance of revenue bonds or the incu¡tence of othet debt.

SECTION 9. MEETINGS. The Boatd of Trustees shall hold at least four (4) regr"rlar rneetings each
yeat oî such dates and at such times and locations withi¡ the Commonwealth as may be established by the
Boatd. Åt least t*" Q) of the Board's regulat meetings must be held during the hrst half of the fiscal yeat
and at least two (2) meetings must be held during the second half of the fiscal yeat. Special meetings of the
Board of Trustees may be called by the Chaitmân or by any three (3) memberc of the Board. The date, time,
and location of any special meeting shall be determined by the Chairman ot the convening authoñty. Å11

meetings shall be held at such locations within the Commonwealth and at such times and on such dates as

will reasonably encoutage the attendance of all members of the Board of Trustees.

SECTTON 10. NOTICE OF MEETTNGS. Àt least fìve (5) days written notice of any regular or
special meeting shall be given to each membet of the Board of Trustees. Notice may be given by petsonal
delivery ot by hrst-class mail or telegram to the business addtess of the city, utban-county government or
public agency of the person entitled to notice. Notice shall be deemed delivered when deposited, postage
pte-paid, in the United States mail or when a telegram is delivered to the telegraph company. V/henevet any
notice is requited to be given, a waivet thereof in writing, sþed at any ltme, whether before or aftet the time
of the rneeting, by the person entitled to such notice, shall be deemed equivalent to the givrng of such notice.
The attendance at a meeting shall constitute a waivet of notice, except where the attendance at a meeting is
fot the express pulpose of objecting to the ttansaction of any business because the meeting was not lawfirlly
called or convened.

SE CTION 1 1 . QUORUM ,{ND VOTING. Ä. quorum shall consist of a majoirty- of the membets
of the Board of Ttustees. E ach member of the Board of Trustees shall be entitled to orie (1) vote except for
the KLC Ptesident who serves in an ex-ofhcio, non-voting capaciry on the Board. The vote may be cast only
by the member. No proxy votes or absentee votes shall be permitted. À simple majottty of a quorum shall
be suffrcient to pass upon all matters, except that a majorrty of the entire Boatd shall be necessarry to do the
following:

(Ð Declare a surplus and distribute sulplus assets of a trust.

(B) Terminate a membetrs paticþation ìn any trust.

(C) Terminate the opetation of any trust.

p) Ä.uthorize the issuance and sale of revenue bonds or the incurrence of any other debt by the
Àssociation.

(Ë,) Àmend these Àrticles of -dssociation and Bylaws.

SECTION 12. IvIINUTES. l\{inutes of all meetings, proceedings, and acts of the Boatd of Trustees
and its committees shall be recotded by the Secretary and maintained with the recotds of the ,\ssociation.
The minutes need not be verbatim.

SECTION 13. -A,T'TENDÀNCE BYTELEPHONE. .A,ny member of the Board of Trustees may
paracipate in any regrrlat or special meeting of the Board by means of a confetence telephone or similat
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communications device, if all persons patacipatngin the meeting can simultaneously heat each other
Patticipation b)' such means shall constitute presence in petson at the meeting.

SECTION 14. ,\CTION BY CONSENT. Åny action of the Board of Tmstees rnay be taken with
out a rneeting if consent thereto is sþed by all Board rnembets and hled with the records of the Board's
rneetings. ;\ction by consent is effective when the last Boatd rnember sþs the consent, unless a different
effective date has been stated in the consent, in which event, the action taken shall be effective as of the date
specihed thetein, ptowided the consent states the date of execution by each Boatd member.

SECTION i5. RULES OF PROCEDURE. The Board of Tmstees may establish rules governing
its own conduct and procedure not iriconsistent with the Intedocal Àgteement and these,\rticles of
,\ssociation and Bylaws.

SECTION 16. ÅDVISORY COMÀ,{ITTEES. The Board of Trustees m^y cte te one (1) or more
advisory committees and select the Boatd members to serve on them. Each committee shall have two (2) ot
mote membets. The Board of Trustees shall flx the duties and tesponsibilities of its advisory committees;
provided that no committee shall have the authority to make any ltnal decisions on behalf of the Board. In
additjon to advisory committees consisting of members of the Board, the Board may appoint advisory
committees consisting of elected and appointed officials of the cities, utban county govehments, and other
public agencies which ate membets of the Ässociation to study and make reports and recommendations to
the Boatd regarding any aspect of the,\ssociation's operations.

SECTION 17. COMPENSÄTION. The Boatd of Trustees rnay establish ftom time to tirne a

teasonable amount of compensation on a per diem or other basis to cover attendance at meetings, which
compensation shall include teimbursement for all expenses 

^cþr 
lLy and teasonably incurred by them in the

performance of thei-t duties as Trustees.

SECTION 18. LL\BILITY OF TRUSTEES. The members of the Board of Trustees shall use
otdtnaty care and reasonable diligence in the exetcise of thek pov/ers and the performance of thei¡ duties.
No member of the Board of Trustees shall be liable for any mistake ìn judgment or 

^fly ^ctioî 
taken or

omitted in good fatth and within the scope of the Trustee's duties; nor for any acfon taken ot omitted by the
Ådministtatot, ot aîy agent or service company selected with teasonable cate; nor for any loss incured
through the investment of ot failure to invest the funds of the ,\ssociation, unless such loss was the result of
gross neglþnce ot fraud. No Trustee shall be liable for any action taken or omitted b)'rny other Trustee.

SE,CTION 1 9. INDEMNIFIC,{TION.

The r\ssociation shall defend, indemni$r and hold hatmless any rnember ot fonner member
of the Board of Trustees from any loss, expense (including teasonable attorney's fees and
othet costs) or darnage actually and teasonably incuted by the Trustee in connection with
the following:

(1) any threatened, pending or completed action, suit ot proceeding, whether civil,
criminal, admi¡risttative ot investigative, (othet than an action by or on behalf of the
Åssociation) to which the Tnrstee is, ot is threatened to be made, 

^ 
p^tLy on

account of an actiton taken ot omitted by the Trustee in good futh and within the
scope of the Trustee's duties; and

(Ð
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Q) ãny settlement or judgment, dectee or otdet of a court or other legal tribunal arising
out of an action taken or omitted by the Trustee in good faith a¡d within the scope
of the Trustee's duties.

(B) The ,\ssociation shall defend, indemni$r and hold hannless any rnember of the Board of
Trustees as ptovided in subsection (-À) above notwithstandrngany allegation that the Trustee
was grossly negJigent, acted in bad faith, or outside the scope of his duties as Trustee.
Ptovided, however, the ¡\,ssociation may refuse to p^y 

^ny 
judgment, compromise, or

settlement, and any further costs of defense in any action, suit or procee dtng aga:nst a
Trustee, and if the Ässociation has paid any judgment, compromise, settlement or defense
costs, it may recovet ftom the Trustee the amount of such pa)'ment, if a court or other legal
ttibunal of competent jurisdiction has made a frndingthat:

(1) the Trustee acted or failed to act because of mal-ice, fraud or corruption;

Ø the Ttustee acted outside the scope of the Trustee's duties; ot

(3) the action taken or the failute to act by the Ttustee amounted to gross negligence

(C) -Ådvancement of expenses shall be made upon receþt of an undertaking, with such securiry,
if zny, as the Board of Trrrstees tray reasonably tequire, by or on behalf of the Tt'ustee
seeking indernnification to tepay amounts advanced if it shall ultirnately be detennined that
the Trrrstee is not entitled to be indemnihed by the Àssociation as authonzed in this section.

@) The r\ssociation shall be authonzed to putchase insurance on behalf of any person who is ot
was a Trustee to ptovide covetâge against any ltabtJtty which may be or is incutted by the
person as a result ol that person's status as Trustee.

ARTICLE \rI. ADMINISTRATOR

The Ässociation shall have no management personnel, othet thzn its Board of Trustees, and no
employees. KLC shall serve as the Àdministrator of the Á.ssociation. The Âdministratot shall carry out the
policies established by the Boatd of Trustees and ptovide day-to-day management of the business and affairs
of the ,\ssociation and its self-insutance, insurance, and investment tfl¡sts undet such terms and conditions as

may be agteed upon by the Âdministrator and the Board of Trustees, and as set forth in an agreement
enteted into by and between the r\,dministratot ar'd the Association. The services provided by the
-A.dministrator rnay include, but shall not be lirnited to: ptomotion of rnembetship in the Åssociation and
parttcþatton in its self-insurance, insutance, and investment trusts; conduct of educational and other

Ptogtalns related to the purpose and opetation of the ,\,ssociation; pteparation and maintenance of reports,
tecords, and accounts; performance of claims administration and risk management services; performance of
Itnancial and investrnent services; budget ptepanaon; ptovision oflegal services; and any and all othet
services allowed by law and deemed advisable by the Board of Trustees. The Åssociation shall pay the
Àdministtatot for a1l. services petfomed in such amounts as mây be mutually agteed upon by the Boatd of
Trustees and the Àdministator. The Àdministatot shall purchase and maintain ertors and omissions
insutance cover¿ge on its employees and funish a fideJity bond w'ith the Board of Trustees as obligee in such
âmounts as shall be determined by the Board of Trustees.
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The,A,dministtator shall serve as the Sectetary to the.Àssociation Board of Trrrstees, as set forth in
-Àticle \', Section J,hercof.

ARTICLE VII. MEMBER PARTICIPATION IN TRUSTS

SECTION 1. ELIGIBILITYÅND ÀPPROVÀL OF PÅRTICIPÄTION. Àny cig, urban counry
goverìment or other: public agency which is a member of the Åssociation shall be eligrble to participate in
zny one ot more of the r\ssociation's self-insurance, insutance or investment tfusts. -Àpproval of
participation shall be required and the Boatd of Trustees shall be the sole judge as to whether a member will
be allowed to patticipate in âny tnrst.

À member which desires to participate in one or more tnrsts shall authorize such patticipation by an
ordinance, resolution or order passed by its governing body and shall execute an application on a fotm
ptescribed by the Boatd of Trustees. Upon apptoval by the Boatd of Trustees, receþt by the Board of a

properly executed Trust Panicþation Àgteement, and receipt by the Board ot its desþee of the established
conttibution, the membet's parttcipanon shall become effective; ptovided, however, that the effective date of
a member's particþation in a self-insut^îce ot insutance trust shall be the same as the effective date for
insurance coverage as specified in the coverage certihcate issued to the member.

rü/hen trust patticipation has become effective, the member shall be a beneficial oumer of the trust
with all the dghts and benehts thetein, subject to the terms of the Intedocal ,\gteernent, these Àtticles of
Âssociation and Bylaws, the Trust Patticþation Âgteement, a¡d all.rrrles, regulations, and procedures
established by the Boatd of Ttustees.

SECTION 2. TERÀ{INÀTION OF P,\RTICIP,{TION. Voluntary or involuntary termìnation of
any member's patticipation in any trust shall be in accordance with the terms set fotth in the applicable
insutance covetage document in fotce at the time of termination.

The trust and its temaining members shall not be liable as a tesult of any act or acts of a former
member occurring alter tbe effective date of the termination, except 

^s 
tn y be set forth in the Trust

Particþation -Àgteement between the member and the Àssociation. ,\ftet tetmination, the former member
may be held fully liable undet the terms of the Trust Patticipation Àgteement fot its propottionate share of
any clakn against the ffust which was created during the term of its membetship, including its proportionate
shate of any expenses incurred during the period of its membership, and for any costs incurred by the
Àssociation to collect such amounts ftom the former membet. Upon tetmination, the former member's
rights to teimbutsement of contributions paid, to shate in any surplus assets of a trrrst, to a retrún of
amouflts invested, and to a distribution of any investment earnings shall be governed by the terrns of the
Ttust Patticipation Ägteement between the rnember and the Åssociation.

SECTION 3. MEMBER WITHDRÅ!7ÅL. ,\ny membetrr,ay withdtaw ftom participatj.on'rn any
trust and the Åssociation after sixty (60) days written notice to the Board of Trustees; provided that tlle
withdrawing member has dischatged ali of its obligations to the Ässociation and any self-insurance, insurance
or investrnent trust in which it has panicipated in accotdance with these Ârticles of Åssociation and Bylaws,
the Trust Participation,\gteement, ar'd any other trust documents. The Boatd of Trustees shall send an
acknowledgment of the withdrawal in writing to the withdtawing member. Upon withdrawal, the former
member may be held fully liable undet the tetms of the Trust Panicipation Agteement for its proportio¡ate
shate of any clakn agztnst afly trust in which the formet member participated which was cteated dudng the
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term of its membetship, includtng its propottionate share of any expenses incutted during the term of its
membetship and for aty costs incurted by the ,Àssociation to collect such amounts ftom the former member.
Upon withdtawal, the fotmer membet's rights to teimbursement of conttibutìons paid, to share in any
surylus assets of any trust, to a ïefurn of atnounts invested, and to a distribution of any investrnent earnings
shall be governed by the tenns of the Trust Panicipation Ågreement between the member and the
Åssociation.

SECTION 4. TRUST PÀRTICIPÀTION ÀGREEMENT. Each member's participation i¡ a trust
shall be evidenced by a binding Trust Panicipation,\gteement entered rnto by and between the panicçatrng
member and the r\ssociation. The Trust Patticipation Âgteement shall set forth the authorities, rights, duties,
and liabilities of the participating member and the Àssociation with respect to, among othet things: the
establishment of all an¡ual and supplementary contributions to be paid by the member; the terms and
conditions of any insurance coverage to be provided; the basis and procedwe for teturning conributions
paid and distributtng surplus tnrst assets or investment eatnings to the member; the estâblishment and
maintenance of reserves; the purchase of excess insurance and other types of insw aÍrce or letters of credit,
lines of ctedit ot othet funding facilities; the investigation, settlement and litigation of claims; subrogation
tþhts upon settlement of claims; the obligations of the patttcipattng membets upon the issuance of any
revenue bonds or the incutrence of othet debt to fund the trust; a participating member's rights and
obligations upon withdrawal ot termination; and any znd all other mâtters deemed relevant to the operation
of the trust by the Boatd of Trustees. Each Trust Particþation Agteement shall incorponteby teference
tlrese Àtticles of Àssociation and Byl¿q¡5 and any rrrles, regulations, standatds or procedutes adopted by the
Board of Trustees.

ARTICLE VIII.
TRUST MANAGEMENT - GENERAL FINANCIAL REQUIREMENTS

SECTION 1. FISC,\L \G,\R. The fiscal yeat of the Åssociation and each of the self-insurânce,
insutance, and investment trusts cteated and administered by the Ässociation shall beJuly L of eachyear
thtough June 30 of the following year, unless a diffetent frscal year is established by resolution of the Board
of Trustees.

SECTION 2. SEPÅRÀTE TRUSTS. Each trust described in Àrtjcle III(,\) above which is created
by the Association shall be opetated and managed as a wholly separate trust. Thete shall be a separate
accounting and tepotting of the assets and liabilties of each trust, including the extent of each member's
participation in each trust. The funds of one trust shall not be commingled with the funds of anl' othet trrrst;
ptovided that the Boatd of Tnrstees shall establish a separate administtative account fot payment of the
general expenses of the Ässociation and shall be authodzed to detennine the genetal expenses to be shared
by each trust.

SECTION 3. MEMBER,\CCOUNTS. The Boatd of Trustees shall be atthonzed to establish
within each trust separate "funds" for accounting purposes as necessâry or tequited by law and to set aside
such pottions of the income and revenue of the trust into such funds as the Board deems necess 

^ty 
ot as

tequired by law. Thete shall be established within each trust fund for accounting pulposes a Member
,\ccount in the name of each membet which is patticþating in the trust. Each Membet Account shall
indicate the contributions, investment income, and the charges (including charges for claims and losses) and
expenses attributable to the individual member so that the cutrent fnanclal status of each member's
patttcipation in the trust can be ascertâined. The Nlember Äccounts shall not þs utilized to actually segregate
funds within the trust, but shall be used for accounting purposes only.
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SECTION 4. ,{NNU,{L BUDGET. The Boatd of Trustees shall adopt an annual budget for each
self-insurance, insurance, ând iflvestment trust, which shall include estimates of anticipated teceipts and
expenditures in such fonn and detail as the Boatd may tequire. The annual budget shail be made available to
the particþating members.

SECTION 5. ,{NNU,{L,\UDiTS ÀND,\CTU,\RIÄL EVÀLUÅTIONS. The Boatd of Trustees
shall cause each trust to be audited at the end of each fiscal year by an independent cettified public
accountant in accotdance with genetally accepted accounting and auditing princþles and al7 applicable state
laws and regulations. À copy of the audit report shall be provided to each participating member which
requests a copy ofthe audit repott and to âny governmental agency or ofltcet as tequired by state law ot
tegulation. In the case of a self-insutarìce trust, the audit repott shall include an actuanzl evaluation of
appropriate reserves, as required by Kentucky Àdministtative Regulatìons ("L\R"), Title 806, Chapter 1:010,
Section 9.

SECTION 6. DEPOSIT,\ND INYESTNÍENT OF TRUST FUNDS. Àll tunds of the
Åssociation and each of its self-insurarìce, insutance, and investment tfirsts not needed to pay current claims,
losses, and expenses shall be deposited to the ctedit of the ,{.ssociation in such banks or other depositoties as

the Board of Trustees shall desþate, ot irìvested as allowed undet state laws and regulations.

The Board of Tnrstees may establish ofle or mote revolving funds in which it may maintain such
cash balances as are necess ary for the purpose of paying current clairns, losses, and expenses. The Board rnay
autho;rze the ,A,drninistta;tor ot othet agents of the Boatd to pay cuftent claims, losses, and expenses ftorn the
fundþ) undet such terns and conditions as the Boatd may establish; provided, that any agent of the Boatd
which has access to such tevolving fund(s) shall furnish a hdelity bond with the Board as oblþee in such
amounts as shall be determined by the Boatd.

SECTION 7. CHECKS. NOTES. ETC. ,\ll checks, notes, dtafts, and other negotiable instruments
of the ,\ssociation ot any of its seif-insurance, insurance and investment trusts shall be sþed by the
Chairman of the Board of Trustees or by such othet officer or ageît of the r\ssociation as may be zuthonzeð,
by tesolution of the Boatd of Trustees. Such authority may be general or specific.

SECTION 8. INDEBTEDNESS. No loans shall be conttacted on behalf of the Âssociation and
no evidence of indebtedness shall be issued in its name, unless authotized by a resolution apptoved by a
majodty of the total membership of the Boatd of Trustees.

ARTICLE IX. TRUST FUNDS

SECTION 1. TRUST FINÀNCING. The opetation of the Åssociation and its self-insurance,
insutance, and investment tn¡sts shall be financed thtough the annual and supplementary contributions
established by the Boatd of Trustees and paid to the various ttusts by the particþating members, through
monies earned from the investment of these contributions, and through any othet monies which may be
lawfully teceived by the Àssociation. ,\ll annual and supplementary contributions to the self-insuance and
insurance trusts shali be established by the Boatd of Trustees based on acú,ar:tal evaluations and othet
analyses of the amounts necessâry for the paymeût of claims and losses, the paJ'ment of premiums for
insurance and excess or re-insutance policies, the establishment and maintenance of reasonable resewes, the
pâyment of the pdncipal o{ ptemium, if any, and interest on any debt incwted by the -Àssociation, including
the principal of, premium, rf any, and interest on any revenue bonds which may be issued and sold to fund
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the operations of any self-insurance trust, and the payment of any and all expenses of the Åssociation
reasonably and lawfully incurred in connection with its operations.

The amounts contributed to any investmerit tfl¡st shall be at the discretion of the patrcipating
tnembet, subject to any tules and regulations established by the Board of Tr-ustees; provided that each
parucipating mernber shall be tesponsible for its propottionate shate of expenses, as detertnined by the
Boatd.

SE,CTION 2. ,\UTHORIZÅTION TO ISSUE, RE,VE,NUE BONDS ÀND BORROì7 },IONEY.
If the Board of Trustees in its disctetion finds that the assets of any selF-insurance trust are inadequate to pay
claims, losses or expenses, or that additional funds are necessary to establish or maintain adequate reserves,
or that additional funds are required for the repa)'meflt of any letter of credit, line of credit or other funding
facitty which may have been u'ilized to p^y 

^fly 
claims, losses or expenses of the self-insurance tnrst, the

Boatd of Trustees is heteby authoÅzed to select 
^ny 

one or more of the cities, utban county governments ôr
other public agencies which are paracipattngin the self-insvr^nce tnrst to issue negotiable revenue bonds or
borrow money in order to fund the operations of the trust, includingarry and all claims, losses and expenses
of the trust.

Àny city, urbân county goverflmeflt or othet public agency selected by the Board of Trustees is
lrereby ar¡thotized to issue negotiable revenue bonds or bortow money, pursuant to KRS 65.270 and any
othet applicable law, on behalf of all the public agencies which are parties to the Interlocal -A.greement, and to
appt:ove, execute and deliver all i¡dentures, agreemerìts, certihcates, and other documents related to the
issuance of such revenue bonds ot rìecessary to bottow morìey, and to take any and all othet actions
necessary to effect the issuance and sale of such revenue bonds ot borow money, including pledgrng of alL or
arry Patt of the tevenues of the self-insurance trust fot which the revenue bonds ate issued or the other debt
incutted as secutity for such revenue bonds or other debt, subject to the following limitations:

The pdncipal amount of such revenue bonds and other debt shall not exceed Two Million
Dollars ($2,000,000).

(B) The maturities of such reverìue bonds or other debt shall not exceed thitry (30) years.

(c) The interest r^te oî such tevenue bonds or other debt shall not exceed twenty-two percent

Q2%).

The princtple âmount of such reverìue bonds ot other debt and the interest thereon shall be
payable solely from and secuted solely by the tevenues of the self-insuraûce tnrst for which
the tevenue bonds ate issued or the othet debt incurted, which is derived as set forth in
Section 1 of this Årticle iX, and shall never constitute a genetal obligation ot indebtedness,
within the rneaning of the constitution and laws of the Commonwealth, of any city,
nrbân-county government or other public agency which is 

^ 
p^tty to the Intedocal

Àgteement, ot of the Commonwealth or any political subdivision of the Commonwealth.

tr) ,\ny and all borrowed money and the proceeds teceived from the issuance of any tevenue
bonds shall be applied solely to fund the opetations of the self-insurânce trust for which the
revenue bonds are issued or the debt is incurted and to pay the expenses associated with the
financing ot the issuance and sale of the bonds ot to advance the payment of interest on the
bonds during the first three (3) yeats following the date of issuance of the bonds.

(Ð

(D)
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The issuance of such revenue bonds or the i¡currence of other debt shall be pursuant to a

duly enacted order, resolution ot otdinance ofthe govetning body ofthe city, urban county
government or other public agency selected by the Boatd of Trrrstees, which complies with
the terrns of KRS 65.210 ztd any other appl-icable law.

The issu¿nce and sale ofsuch revenue bonds ot the incutrence ofother debt and the
artangements for the repayment of such debt shall comply in all other respects to the
requirements of KRS 65.210 and any other applicable larv.

SECTION 3. USE, OF TRUST FUNDS. ,\11 contributions paid to the,\ssociation and all earnings
from the investment of those funds shall be the propetty of the participating members. No funds of the
Àssociation or any of its self-insurance, insurance, and invesünent trusts shall be appropriated lor any
putpose other than the payment of claims and losses, the establishment of reasonable reserves, the payment
of the principal of, premium , if any, and interest or't 

^tty 
tevenue bonds which may be issued or othet debt

which may be incured to fund the opetations of any self-insurance trust and the payment of any and all
teasonable and necessary expenses incutred by the Àssociation. The Âssociation shall be obligated to return
any surplus funds to the participating membets, but only at such times and upon such terms and conditions
as trtay be detertnined by the Board of Trustees.

ARTICLE X. TRUST DISSOLUTION

The Board of Trustees shall have the authority to tenninate any self-insurance, insurance or
iîvestment trust at any time by a written instrument executed by a majonq of the Trustees and delivered to
each of the membets pattrcipating in the Trust; ptovided, that no self-insurance trust fot which a certificate
of filing has been issued by the Commissionet of Insurance shall be terminated until aftet the Commissionet
of Insurance has gtanted a tetmination of the cetificate as tequired by 806 Kz\R 1:010 (Section 5); and
ptovided futher that, no self-insurance trust shall be terminated until after the final payment and tetfuement,
or the completion of satis factory affangements fot the final payment ot tetiremen¡ of any revenue bonds
which may have been issued ot other debt which may have been i¡curred in connection with the operations
of the trust. Prior to the tetminatjon of any trust, the Boatd of Trustees shall develop or cause to be
developed and apptove a pTan to dischatge all obligations of the ttust, including the final payment or
tetirement of any 6¡1sl2nding tevenue bond debt or other debt which may have been incutred in connection
wrth the opetations of the trust, and to Jiquidate and return propottionately to the patticþating members all
assets of the trust, if any, which temain after all. trust obligations have been satisfied. No termination of any
trust shall operate to diminish or eliminate any rights or obligations of the participating members with respect
to any claims or expenses arising priot to the effective date of such termination.

ARTICLE XI. AMENDMENTS
These ,l¡ticles of Àssociation and Bylaws tnay be amended ot repealed by the affrrnative vote ol a majonty
of the Board of Ttustees. ,\11 amendments shall take effect on July 1s following the date of adoption unless
otherwise specified by the Boad of Trustees; ptovided, however, that no amendment shall become effective
until notice has been sent to the membets.

Amended EffectireJULY 1, 1991

Ämended Effective APRIL 2ó, 1997

Amended Effectirre AUGUS"Ï 1,1999
Amended Effectire N,[AY 1, 2006
Âmendcd Effectirre AUGUS^I 23,2007
.Amended Effectirrc FEBRUÂRY 7, 2008

e)

(G)
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