
BE IT REMEMBEREDthat the Legislative Body Sessionfor Hanthlen County, Tennessee
met at its regular monthly meeting on November 19,1998 at 5:00 in the Hamblen County
courthouse with the Honorable Herbert ilarville presiding.

The Legislative Body Session was opened by Sheriff Otto Purkey.

Invocation was given by David Purkey.

Upon roll call the following members were present

Larry Baker Bud Jones
Eldridge Bryant Willie Osborne
Guy Collins Frank Parker
Lyle Doty Bobby Reinhardt
Doyle Fullington Tony Sizemore
Donald Gray Joe Spoone
Herbert Harville

Absent: Maudie Briggs

MNIJTES APPROVAL

Notion by Eldridge Bryant, seconded by Guy Collins that the minutes of
the previous meeting be approved.

Voting for: all Voting against: none

NOTARIES AND BONDSMEN

Notion by Larry Baker, secondedby Willie Osborne to approve the following

notaries and their bondsmen.

Voting for: all Voting against: none



CERTIFICATE OF ELECTION OF NOTARIES PUBLIC

As CLERK OF THE COUNTY OF Hamblen TENNESSEE,
I HERESY CIRTIFY TO THE SECRETARY OF STATE THAT THE FOLLOWING WERE ELECTED TO THE OFFICE OF

NOTARY Pusuc DURING THE NoVember is 98 MEETING OF THE GOVERNING BODY:

NAME
(PRINT OR TYPI)

Ricky Neil Dinkins
Bonding Company

Jenny S. Noe
SouthernStatesInsurance

Tama Y. Jones
William F. Young
Wtllii .. ?ayes
Michelle C. Masengill
Southern States Insurance

William PearceWilson
SouthernStatesInsurance

W.~DdügIasCdl].~iñs
C. Dwaine Evans
Douglas R. Beier
RébèdEaIt. Wampler
WesternSurety

JeanShaver
WesternSurety

Isaac Llojrd Seatàn
Bonding Company

Cynthia Marie Parker
Rick Swanson
Mark Cowan
Elizabeth M. Brooks
Bonding Company

SandraChambers
CharlesR. Corlew
Walter R. Hull
Lisa Ann Smith
Bonding Company

HOME ADDRESS AND PHONE
(INCLUDI ZIP AND ARIA COORS)

3080 Naomi Dr.
Morristown TN 37814
423—3l8~06b8
2545 Shields Ferry Rd.

F Morristown, TN 37514
423—587—3783
7724 East lAndrew JohnsonHwy.
Whitesburg, TN 37891
423—235—0316
1033 Walters Drive
Morristown, TN 37814
423—581—5555
892 St. Tide Hollow Rd.
Newport, TN 37821
423—471—2943
1042 E. Bñeritwood Dr.
Morristown, TN 37814
423—587—0888
520 Hale Ave.
Morristown, TN 37813
423—581—0698
1831 Oak St.
Morristown, TN 37813
423—586—7369
1996 Main Street
Mosheim, TN 37818
423—422—4200
5625 Buell St.
Talbott, TN 37877
423—586—57721405 JohnsonDr.

Morristown, TN 37814
423—586—3809
2466 Holder Drive
Morristown, TN 37814
423—585—0321
5346 Stuffel Ed.
Morristown, TN 37814
423—581—0495

BUSINESS ADDRESS AND PHONE
(INCLUDE ZIP AND ARIA CODES)

Clayton Homes 423—787—9700
600 W. Andrew JohnsonHwy.
Greenevflle, TN 37743
State of Tennessee 423—586—0808
‘2545 Shields Ferry Rd.
Morristown, TN 37814
Young’s Furniture 423—235—6548
1701 Needinore Road
Whitesburg, TN 37891
First TennesseeBank, NA 586—8021
1112 West First North Street
Morristown, TN 37814
Oakwood Homes 423—587—2122
6251 West Andrew Johnson Hwy.
Talbott, TN 37877
818 West First North St.
Morristown, TN 37814
423—587—2800
P. 0. Box 642
Morristown, TN 37815
423—586—2761
740 East Main St.
Morristown, TN 37813
423~586—2761
1619 E. Andrew JohnsonHwy.
Morristown, TN 37814
423—581—1930
8O714est First North St., Suite ~i

Morristown, TN 37814
423—586—9200
1025 Sulphur Springs Rd.
Morristown, TN 37813
423—581—1600
1135 West Third North Street
Morristown, TN 37814
423—586—6134
2562 Eddie Price Blvd.
Morristown, TN 37814
423—585—0044
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APPOINTEES TO E—911 BOARD OF DIRECTORS

Motion by Joe Spoone, seconded by Willie Osborne to confirm the county

executive’s appointees to serve on the E—911 Board of Directors until 8/31/2002.

Sheriff Otto Purkey
Stanci.l Ford
Bud Jones
Joe Seals
Terry Pierce
Richard Clark
Bill Honeycutt
Jim Caylor
Jack Kennerly

Voting for: all Voting against: none

APPOINTEE TO GROWTHMANAGEMENT COMMITTEE

Motion by Joe Spoone, seconded by Eldridge Bryant to confirm the County
Executive’s appointment of Herbert Harville to serve on the Gtowth Management
Committee.

Voting for: all Voting against: none

BILLS

Motion by Willie Osborne, seconded by Tony Sizemore that the following
bills be approved and paid.

Voting for: all Voting against: none



Bills Recommended for Payment - November 19, 1998

ABS Ext 2864 McQuiddy EC 66240
Accu Weather EMA 45.00 McQuiddy EC 38.82
Acme Printing Juv 24.00 Microvote EC 65.00
Adrian Hale CH 141.00 Microvote EC 130.00
Adrian Hale HO 19.00 Microvote EC 94.76
Adrian Hale OH 59.00 Office Depot EC -65.75
Adrian Hale JO 38.00 Office Depot HO 27.96
Adrian Hale Mall 25.00 Office Depot A 65.52
Advanced Mailing HO 74.45 Office Depot ORO 2.50
Aims HO 420.00 Office Depot EC 28.48
AIMS HO 5.00 Office Depot RD 5,26
Airport Tire EMA 280.00 Office Depot RD 10.76
Barge Waggoner HO 829.13 Office Depot RD 20.24
Bradley’s lnv 257.28 Office Depot CnO 18.96
Bradley’s Juv 4.15 Office Depot CE 3.98
Capps, Oanwell, Capps HO 3520.04 Office Depot CE 1.37
Capps, Canwell, Capps A 2,156.25 Office Depot OE 1.64
Citizen Tribune EC 404.82 Office Depot CE 14.73
Citizen Tribune EC 57.20 Office Depot CRC 2.14
Citizen Tribune PC 69.55 Office Depot CRC 2.43
City of Morristown HO 3,458.75 Office Depot T 0.81
Corner Electric mv 331.20 Office Depot CRC 12.27
Cornptroller of Treas. RD 49.00 Office Depot CE 4.09
Cornptroller of Treas. A 49.00 Office Depot CE 11.20
Cornptroller of Trees. PC 236.77 Office Depot CE ‘L66
Concepts in Cornm. HC 60.00 Office Depot RD 16.90
Concepts in Cornrn. CE 289.02 Office Depot CnC 3.51
County Records CRC 427.40 Office Depot lnv 123.20
County Records RD 917.80 Otis Elevator CH 286.43
County Records RD 485.34 Paper Supply trw 652.32
Custom Printing MC 177.50 Paper Supply nv 380.52
Evans CnC 26.78 Pet Dairy Juv 24.92
Evans RD 18.71 Pet Dairy Juv 3.86
Evans CnC 22.00 Price & Price Mech. CH 116.00
Evans CnC 17.00 Quality Salvage CnC 49.46
Even’s MD 149.11 Quill T 69.48
Evans CnC 28.24 Rental Uniforrns JO 43.68
Federal Express EC 7.50 Rental Uniforms CH 131.04
Food City #602 TI-IF 170.21 Rogersville Office WP 363.00
Graybar CnC 351.88 Schwaab EC 28.70
Hirarn Jones HC 4,050.00 Schwaab T 42.05
Homestyle Laundry HD 20.00 Schwaab RD 28.70
lkon Office Solutions Mail 399.00 Sherwin Williams JC 256.59
Lanier HC 197.34 Stokes nv 936.00
Leonard’s CnC 9.13 SunTrust GS 37.00
Letter Shop CE 112.50 SunTrust T 37.50
Lexis Juv 48.25 SunTrust T 49.44
Lexis GS 104.47 SunTrust CRC 18.50
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Bills Recommended for Payment - November 19, 1998

Teffeteller, Irma HD 502.50 Sheriffs Dept. ,cont.
Visible HC 105.08 Earthgrains 104.22
Wal-Mart Juv 69.62 East Main Texaco 546.36
Wal-Mart Juv 137.23 East Ridge 1358,45
Wallace Hardware nv 78.12 Emergency Coverage Corp. 425.00
Ward Printing ‘T 127.50 Evans 106.90
Ward Printing T 89.00 EyecareAssoc. 148.00
Ward Printing EC 29.50 Federal Express 11.50
Ward Printing CRC 580.00 Flowers Bakery 621.14
Ward Printing PC 59.50 Free Service Tire 464.64
West Group GS 63.75 Gall’s 763.87
Wholesale Electric nv 314.40 Graybar 512.50
Xpedx nv 6,948.00 Hale Brothers 7,129.80
TOTAL - GEN. BILLS 34,635.64 Hamblen Radiology 225.00

Harville Hardware 528.24

GARBAGE DEPT. BILLS Home Lumber 7.50
Buffalo Trail Western Wear 90.00 Institutional Dist. 6,302,17
Ball, Elward 51.20 Jerry’s Wrecker Service 15.00
Hamblen Farmer’s COOP 2,505.64 Jimmy’s Auto °arts 411,56
Kenworth 137.15 Katom 9,75
M’town Occupational Therapy 32.00 Kavanagh, Eugene M.D. 60.00
Recycling & Co. 6,642.50 Kay Uniforms 758.53
Shoe Show 74.98 King’s Radiator 40.00
Tractor Supply 169.98 Leonard’s 6?.98
Tn-Blends 92.50 Log On Computers 144.93
Commercial Billing 393.66 Lowe’s 106.15
Wheels & Brakes 361.33 M-H Hospital 330.00
Welding Supply 19.40 Minnis Drugs 152.86
Wright Supply 1 27.00 Moore’s Tractor & Trailer 80.95
Wal-Mart 24.96 Morristown Chevy 74.94
TOTAL-GARBAGE DEPT. 10,722.30 Morristown Ford 76.53

Mountain View Psyc. Center 85.00
SHERIFF’S DEPT. M’town ElectricWholesale 66.21
Acme Printing 190.00 Muffler & Auto Center 70.00
Advance Auto 1,310.80 National Crime Prevention 1,095.18
Bradley’s 139.28 National Jail & Lock Repair 696.48
Camera Castle 64.30 Office Depot 445.00
Capps, Cantwell, & Capps 44.00 Parella, Stephen D. 225.00
Carroll Snyder Plumbing 208.90 Pet Dairy 559.27
Charlie Raines 173.00 Porters Tire 20.00

Commercial Emblem 199.70 Prompt Medical Center 325.00
Crescent Wash & Lube . 829.40 Roto Rooter 458.00
Doctors Hospital Pharmacy 602.58 Say-On Printing 195.10
Doka, Steve DADS. 490.00 Sherwin Williams 505.63
Douthat, Marsha FNP 2,916.66 Son Shine Produce 333.65
Doyle’s 65.00 Stone Cold Chemicals 254.66
E-Z Pawn Shop 100.00 Sun Electronics 152.81
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Bills Recommended for Payment - November 19, 1998

Sheriff’s Dept,. Cont.
TNTwoWay 150.00

Town & Country 118.02

Video Systems Security 509.35
Wal-Mart 515.41
Walkers Supply 42.44
Ward Printing 92.00
Wee-end, Jose L. M.D. 435.00

TOTAL -SHERIFF’S DEPT. 36,262.30
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LITIGATION TAX INCREASE

Motion by Joe Spoone, seconded by Larry Baker that the litigation tax
be increased as follows with all of the money generated from the increase to
go to the Garbage Fund.

From $11.45 to $15.00 for civil cases in General Sessions court
From 26.00 to 31.00 for criminal cases in General Sessions court
From 11.25 to 19.00 for civil cases in Court of Records
From 26.00 to 28.50 for criminal cases in Court of Records

Voting for: All except Bud Jones who voted NO.

SHERIFF DEPARTMENT—BIDS ON NEWCARS

Motion by Joe Spoone, seconded by Frank Parker to put out bids for 18 new
cars for the Sheriff Department and then send the bids to the purchasing committee.

Voting for: all Voting against: none

RESOLUTION—AMENDPRIVATE ACT CHAPTERNO. 161 RELATING TO HMIBLEN CO. ROADDEPT.

Motion by Larry Baker, seconded by Guy Collins to approve the following
resolution.

Voting for Voting a~~~Lnst
Larry Baker

Guy Collins
Lyle Doty Eldridge Bryant
Doyle Fullington Bud Jones
Donald Gray
Herbert Harville
Willie Osborne
Frank Parker
Bobby Reinhardt
Tony Sizemore
Joe Spoone



RESOLUTION BY HAMBLEN COUNTY, TENNESSEE TO REQUEST STATE
REPRESENTATIVES TO INTRObUCE AN AMENbMENT TO SECTION 3 TO PRIVATE

CHAPTER NO. 161 OF PRIVATE ACTS OF 1996 RELATING TO HAMBLEN COUNTY ROAb
DEPARTMENT

WHEREAS, the General Assembly of the State of Tennessee enacted Chapter 161,
Private Acts of 1996 amending and restating the Private Acts relative to the Road Commission and
Road Superintendent f or Hamblen County, Tennessee; and

WHEREAS, it is the desire of the Hamblen County Legislative Body to amend Section 3
of Chapter 161 of the Private Acts of 1996 to provide that the Hamblen County Road
Superintendent shall be elected by a majority vote of the Hamblen County Board of
Commissioners, effective September 1, 2000, for a four year term as required by Tennessee Code
Annotated 55 54-7-105; and

WHEREAS, the Hamblen County Legislative body desires to request that its state
representatives introduce legislation during the next session of the General Assembly of the
State of Tennessee to accomplish this end;

NOW THEREFORE. BE IT RESOLVEb, by the Hamblen County Board of Commissioners,
meeting in regular session on the ~ day of November, 1998 that State Senator Tommy Haun and
State Representative Stancil L. Ford be requested to introduce legislation before the General
Assembly of the State of Tennessee to amend Section 3 of Chapter 161 of the Private Acts of
1996 to provide as follows:

“SECTION 3. The Superintendent of Roads for

Hamblen County shall be appointed by a majority
vote of the County Commission at its regularly
scheduled August, 2000 meeting for a term of four
(4) years, as required by Tennessee Code Annotated,
SS 54-7-105, with the initial term of office to begin
September 1, 2000, the same process to be repeated
every four years thereafter. This act shall not remove
the currently elected Superintendent of Roads, who

shall continue to serve until his successor is appointed
by the County Commission as herein provided. The
qualifications and salary for Road Superintendent shall
be as prescribed by the County Uniform Highway Law
Tennessee Code Annotated, Title 54, Chapter 7.

Before entering upon the discharge of his duties, the
Road Superintendent shall take and subscribe to an oath
that he will perform the duties of his office faith-
fully and impartially and without prejudice against
or in favor of any section of the county or individual, that
he will faithfully and impartially execute and perform all the
duties imposed upon him without fear, favor or partiality,
that he will honestly and faithfully expend and account for
all moneys coming into his hands and honestly and faithfully
discharge all duties required of him by law. The Road Superin-
tendent shall execute to the State of Tennessee a good and
solvent bond in the amount required by general law.”

Signed - Chairman Date

Attest - County Clerk Date

Approved - County Executive bate



REZONING REQUESTS

Motion by Joe Spoone, secondedby Larry Baker to uphold the planning
commission recommendation to rezone the Joe Wayne Reynolds property
from Cl to Ii.

Voting for Voting against

Larry Baker Guy Collins
Eldridge Bryant Lyle Doty
Doyle Fullington
Donald Gray
Herbert Harville
Bud Jones
Willie Osborne
Frank Parker
Bobby Reinhardt
Tony Sizemore
Joe Spoone

Frank Parker leaves following the vote.



Di AD ENI) SIREE’r

Niotton by Joe Spoone, secondedby Eldridge Bryant to post Grove Street as a
dead end I reet.

Voting for: all Voting against: none

RESOLUTION

A RESOLUTIONTO AMEND THE ZONING MAP OF
HAMBLEN COUNTY, TENNESSEEBY REZONING PARCEL

160.02,MAP 024,OF TFIE HUBERT VICERS PROPERTY
WCA’ITED AT 2702 CALViN ROAD

W1IEREj\ fl, TheHamblenCountyPlanningCommissionheardthe
requestto amendIke zoningmapfrom R-1 to c-i on Parcel 160.02ownedby
Hubeit Vickers;

WI IEREA.3,The HamblenCounty PlanningCommissiondoeshereby
reco;nnie.ndlot tli~ rezoningrequest;

NOW, ‘JIJEREFORE,BE IT RESOLVEDthat the FlamblenCounty
Boardof Conmiissionersdoesherebyapprovethe rezoningandmap
amenchncntibm it-i to C-i accordingto theattachedmap.

Motion w~macicby Joe Spoone
secondedby Jih~.1~eBryant

VotingFor: ~ Voting Against: None

AT’I’ESi’:

AUli [EN IICATED:

DME:



PLANNING COMMISSION DENIAL FOR REZONING

Motion by Larry Baker, secondedby Lyle Doty to uphold the planning
commission’s denial to rezone the Steve Andersoh property, 6476 Nicholson Rd.
from R—l to C—l.

Voting for: all Voting against: none

SURPLUS PROPERTY-VOTINGMACHINES

Motion by Bud Jones, sedondedby Willie Osborne to declare fifty—five
Shupevoting machinesas surplusproperty.

Voting for: all Voting against: none

INSURANCE COOPERATIVE AGREEMENT

Motion by Bud Jones, seconded byEldridge Bryant to approve the following
local government insurancecooperativeagreement.

Voting for: all Voting against; none



INTERGOVERNMENTAL AGREEMENT

BE IT REMEMBEREDTHAT this Agreement amends and restates an
agreement made on the

23
Td day of May, 1995, by and between the Entities listed on

Exhibit A hereto, each of which may be referred to hereinafter as an “Entity” and
which, collectively, may be referred to herein as the “Entities.” This amendment
shall be effective on execution by each individual entity as executed by that entity
without regard to whether all entities execute this amendment. This amendment

shall be binding on all entities listed in the original agreementand any entities
hereafteradded.

WHEREAS, Chapter 9 of Title 12 of the TennesseeCode authorizes
interlocal cooperation between government entities and the cooperative exercise of
any power the entity could independently exercise; and

WHEREAS, TCA § 29-20-40 1 has provided a mechanism whereby
governmentalentities may contractwith one anotherto collectively provide non-
profit insurancecoverage;and

WHEREAS, governmentalentities, subdivisionsthere of and certainnon-
profit cooperativesof the Stateof Tennesseeare capableof associatingwith each
otherfor the promotionoftheir generalwelfare;and

WHEREAS,eachEntity herebyrepresentsthat it is a governmentalentity or
non-profit entity legally authorizedby law toenterinto suchagreements;and

WHEREAS, it is felt that a groupself-insurancepool will allow Tennessee
authorizedentitiesto self insureas a pool and to obtain insurancecoveragein the
mosteconomicalmannerpossible.

ESTABLISHMENTAND PURPOSEOF INTERGOVERNMENTAL COOPERATIVE 2
DEFINITIONS 3
COMMENCEMENTOFTHE COOPERATIVE
AUTHORITY AND DUTIES OFTIlE COOPERATIVE 4
BOARD OFDIRECTORS
MEETINGS OFBOARD 6
COOPERATIVEOFFICERS 8
PLAN OF COVERAGE 14
ExcEssINsuRANcE 14
SERVICECOMPANY 14
QUALIFICATIONS FORMEMBERSHIP 15
DUTIESOFMEMBERS 16
LIABILITY OF BOARD AND OFFICERS 16
LEGAL EFFECTOF THIS AGREEMENT 17
EXPULSIONOF AN ENTITY 18
WITHDRAWAL FROM THE COOPERATIVE 19
TERMINATION OF THE COOPERATIVE 19
MISCELLANEOUS 19
AMENDMENTS AND CHANGES 20
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NOW,THEREFORE,each Entity agrees with the others as follows:

ARTICLE I

ESTABLISHMENTANDPURPOSEOFINTERGOVERNMENTAL

COOPERATWE

1.1 The Entitiesherebycontinuean intergovernmentalcooperative,which
is knownastheLocal GovernmentInsuranceCooperative(hereinafterreferredto as
“LOGIC”). The “AgreementandDeclarationof Trust” is supercededand replaced
by this agreement. The agreement titled “Intergovernmental Cooperative”
originally executedby manymembersis alsoreplacedby this agreement.

1.2 The purposeof LOGIC is to jointly provideprotectionagainstclaims
arisingunderworkers’ compensationlaw andtort laws of the StateofTennessee,to
becomea group self-insurerandto administersomeor all workers’ compensation
insurancecoverage,healthandtort insurancecoverageandto pool andself insure
for all suchrisks.

LOGIC shalladminister,process,obtain,instruct,andcounseleachEntity in
the procurementof insuranceandpaymentof suchclaimsasshall comewithin the
coverageoffered in eachEntity. Nothing in this Agreementor participation in
LOGIC, shall constitute a waiver of immunities or defensesprovided under
TennesseeCode Annotated § 29-20-101 et seq. or to encumberthe ability of
LOGIC to form this sameor similar co-operativeagreementunderthe termsand
conditionsofTCA Section29-20-401.

LOGIC shall alsocarry out suchclaim, accident,or premiumreductionand
educationalprogramsasmaybeauthorizedby its board.

The creationof anaccountpursuantto this Agreementis not intendedby the
Entity to constitutethe transactionof an insurancebusinesswithin the State of
Tennessee.The purposeis to pool risks andprovidegroupcoverageandservices.
The intent of the Entities is to establishsimilar or uniform insurancecoverageand
to utilize LOGIC to achievereducedcostsof administrationby providing similar
servicesto all of theEntities.

The Entities also intend by the creationof LOGIC to allow an Entity to
equalizeannualfluctuationsin insurancecosts by establishinga programthrough
LOGIC whereby reservesmay be createdand temporarydeficits of individual
Entities coveredand to ultimately equalize the risks and stabilize the costs of
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providing protectionsagainstclaims arising underthe workers’ compensationlaw
or otherlaws or commonlaw throughthis cooperativeagreement.

ARTICLE II

DEFIMTIONS

In addition to the terms definedelsewherein this Agreement,eachof the
following termsshall havethemeaningsetforth below:

2.1 Administrator— Thechiefexecutiveofficer of LOGIC.

2.2 Account— An account of moniesestablishedby the Entitiesandheld
in a hind to pay the joint administrativeexpensesof and fund certaincoverage
providedto the Entities andto purchaseaggregateexcess,specific excess,or any
other insurance. The fundswithin the accountmay be usedto pay premiumsor
claims for thememberEntity. The accountmay consistof severalseparatehinds.
The fund balanceshall be adequateto cover any current incurred and contingent
liabilities.

2.3 Agreementfor Services— An agreementfor servicescontractwith an
appropriateservicecompany,providing administrativeclaimsadjustmentandother
necessaryservices.

2.4 Annual Payment — The amount of money determinedto be due
annuallyto fundtheaccount,payclaims,andto payexpenses.

2.5 Board— TheLOGIC board establishedpursuantto ARTICLE V of this
Agreement.

2.6 Chairman—TheChairmanofthe Board.

2.7 Coverage — Thoseprovisions and coverageas requiredby LOGIC.
EachEntity mayfrom time to time adoptoneor morenew or substitutedcoverage
with theapprovaloftheboard,administeredunderthis Agreement.

2.8 Effective Date — The latestof July 1, 1995, or the first day of the
calendar month next following the month in which each of the Entities duly
approvedandexecutedtheAgreement.

2.9 Entity or GovernmentalEntity meansthoseorganizationsconsidered
governmentalentitiesunderthe“TennesseeGovernmentalTort Liability Act”.
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2.10 Fiscal Year — The twelve-month period commencing on July 1
throughJune30.

2.11 Secretary— TheSecretaryoftheBoard.

ARTICLE III

COMMENCEMENTOF THE COOPERATIVE

LOGIC commencedits operationson the
23

td dayofMay 1995.

ARTICLE IV

AUTHORITYANt) DUTIES OFTHECOOPERATIVE

LOGIC shallhavethe authorityandduty to accomplishthepurposesetforth
in Article I aboveand, in furtheranceofsuchauthorityandduty, shall:

(a) Select agents, employees,independentcontractors, and insurance
consultant-claimsadministrator,service company, attorneys, auditors and such
otherpersonsas may be necessaryto administerand accomplishthe purposesof
LOGIC; provided,however,that LOGIC shall not havethe authorityto enterinto
anycollectivebargainingagreement;

(b) Carry out educationaland other programsfor the administrationof
LOGIC andtheprovisionofcoveragehereunder;

(c) Direct the collection and payment of hinds to be used for the
administrationofLOGIC andtheprovisionof coveragehereunder;

(d) Cause to be purchased aggregate excess, specific excess, and other
typesof insurancerecommendedby theboard;

(e) Prepareandsubmit to the Entities for approvalan annualbudgetfor
LOGIC. Thebudgetshallbeconsideredandamendedandadoptedby amajority of
the Entity representativeswho attendthe annual meeting. In the absenceof an
approvedbudget,theBoardofDirectorsmayadopta temporarybudget.

(f) LOGIC shallhavetheability to acquire,hold anddisposeof personal
property only. It shall acquireanddisposeof personalpropertyonly throughvalid
actionofLOGIC.
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(g) Carryout suchotheractivitiesasarenecessary,implied or requiredto
carry out the purposesof LOGIC specifiedin Article I or the specifiedactivities
enumeratedin thisArticle III.

ARTICLE V

BOARD OF DIRECTORS

5.1 LOGIC shallbe managedby a boardof directorsoperatingunderthe
terms of this Agreement. The board consists of five (5) persons,threeof whom
shallbe representativesof theEntities. Membersof the boardshall be nominated
andelectedby the Entities at an annualmeetingor by agreementin writing of a
majority of the members. One new membershall be electedeachyear for a five-
yearterm.

5.2 Any director,memberof committeeor otherofficer mayresignat any
time. Such resignation shall be made in writing, and shall take effect at the time
specified therein, and if no time be specified, at the time of its receipt by the
chairmanof the board. The acceptanceof a resignationshall not be necessaryto
make it effective.

If theoffice of anydirector,memberof acommitteeor otheroffice becomes
vacant,theboardmay appointanyqualifiedpersonto fill thevacancy.

5.3 The boardshall carry out thepurposesand duties of LOGIC, as set

forth thisAgreement,including,butnot limited to, thefollowing:

(a) Recommendingchangesin policy for LOGIC to the Entities;

(b) Selecting agents,employees,and independentcontractorsto act for
LOGIC;

(c) Recommend the compensation for all agents, employees, and
independentcontractors;

(d) Procuringfidelity bondsfor employeesor otherpersons,as requiredby
thisAgreement;

(e) Preparing and recommending to the Entities the annual budget of
LOGIC andanyamendmentsto thatbudget;

(f) Approvingeducationalandotherprogramsrelatingto claimreduction;

(g) Establishingand recommendingmonthly and supplementarypayments
to theaccount;

(h) Obtainingandsubmittingto the Entitiesthe financial reportsandreports

ofclaimsmadeagainstLOGIC;
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(i) Expelling Entities;

(j) Suchotheractivitiesasarerequiredto carry outthepurposesofLOGIC.

5.4 During the 1998-1999fiscal yearLOGIC shall pay boardmembers
Two hundredfifty dollars ($250.00)per meetingfor attendingboardmeetings,not
to exceed six meetings per year, but shall pay no other salary to board members. In
subsequent fiscal years board members shall be paid the amount approved in the
annualbudget. The chairmanor any othermemberof theboardmay submitto the
board for approval,and be reimbursedfor, expensesincurred as a result of the
positionasamemberoftheboard.

5.5 Reimbursementfor suchexpensesshall includeamountsadvancedon
behalf of LOGIC either by the member himself or by an Entity and shall be in
accordancewith proceduresandpolicies establishedby the boardconsistentwith
the termsof this Agreement. Travel expenses andmileagereimbursementsshallbe
in the amountpermile setby the Internal RevenueServicefor deductions. Board
memberswho travel more than 150 miles to attenda meetingmay be reimbursed
for overnightaccommodationsattheplaceofthemeeting.

5.6 TheBoardshallserveasthefinal level for appealsofdisputedclaims.
Suchappealsshall be on a written recordof the factspresentedin lower levelsof
appeals. TheBoardshallnothearoral testimonyexceptuponits own motion.. The
only appealfrom a decisionof the boardshallbe to arbitrationin accordancewith
therulesandregulationsof theAmericanArbitrationAssociation.

ARTICLE VI

MEETINGSOFBOARD
6.1 The memberselected the first board of directors in 1995. The

organizationalmeetingof theboardofdirectorswasheld in 1995.

6.2 Regularmeetingsof theboardshall be held as often as necessaryto
carry out the purposeof LOGIC but no less thanone (I) time in eachfiscal year.
Any item of businessmay be consideredat a regularmeeting. Unlessotherwise
specifiedthedateoftheregularmeetingshallbe thefirst Friday in August.

6.3 Specialmeetingsof the boardmay be called by thechairman,or by
any two membersupon giving ten (10) dayswritten notice to all boardmembers.
An emergencymeetingmaybecalled with no lessthan three(3) dayswritten notice
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provided all board members have been notified of the meetingand the purposeof
themeeting.

6.4 Ten (10) days written notice of regular or specialmeetingsof the
boardshallbegivento eachboardmember,andan agendaspeci~’ingthesubjectof
any special meetingshall accompanysuchnotice. Businessconductedat special
meetingsshall be limited to thoseitems specifiedin theagenda.

6.5 The board shall determinethe time, date and location of regular
meetings of the board.

6.6 No absentee voting shall be permitted. Voting shall be conductedin
accordancewith the rulesestablishedby theboard.

6.7 A majority of the boardof directorsshall constitutea quorumfor the
transactionof business. If at a meetingof the board thereis less than a quorum
present,a majority of thosepresentmay adjourn the meeting until a quorum is
obtained, and no further notice need be given other than announcementat the
meetingof the time andplace at which the meeting will reconvene. Except as
provided in this Agreement,a simple majority of a quorum shall be sufficient to
passupon all matters.

(a) Regularmeetingsoftheboardof directors shall be held with notice, in
hill compliancewith the applicableprovisionsof the TennesseeOpen
MeetingsLaw, at suchplacesandtimes asshallbedeterminedfrom time
to time by resolutionofthedirectors.

(b) Thedirectorsmayhold theirmeetingsandhaveoneor moreoffices and
keepthe books of theEntity at the office of the Entity, or at any other
placeastheymaytime to time by resolutiondetermine.

6.9 Action taken by a majority of the directors without a meeting is
neverthelessvalid board action if either before or after such action is taken a
majority of themembersof theboardsign adocumentagreeingto theaction. They
shall file with the secretaryof the board, for inclusion in the minute book, a
memorandumshowing (a) the natureof the actiontaken,(b) that eachmemberof
theboardsigning thedocumentconsentedto the boardactinginformally in respect
to suchmatter,and(c) thereasonno meetingwas held. Within a reasonablelength
of time after such informal action, the boardshall convenein a specially called
meeting to discussthe action taken informally unlessall of the boardmembers
agreeto andratify the actiontakenby theboard.

6.10 Theboardofdirectorsmay,by resolution,establishcommittees. Each
committeeshall consistof three(3) or moreof the directors. The committeesshall
havethepowersspecifiedin theresolution,shallhaveandmay exercisethepowers
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of the boardof directorsin the managementofthebusinessandaffairs of LOGIC.
The committeesshall keepregularminutesof their proceedingsand report to the
board at each regular board meeting.

6.11 All meetings of the board shall be conducted in the manner required
by law. In the eventof any conflict betweenany provision of this Agreement and
any provisionof applicablelaw, this Agreementshall be deemedmodified to the
extent necessary to comply with such law. In addition to any notices of meetings
required to be served under this Agreement, the chairman shall cause to be
published any schedule or notice of meeting of the board required by law.

ARTICLE VII

COOPERATIVEOFFICERS

7.1 Officersof LOGIC shallconsistoftheadministratorandsecretaryand
suchotherofficers as establishedfrom time to time by theboard. The boardshall
electall officers.

7.2 The “administrator” shall be the principal operating officer of LOGIC
andshall superviseandcontroltheday-to-dayoperationsof LOGIC and carry out
the purpose of LOGIC as directed by the board. The boardmay provide for
compensatingthe administratorfor his services. The duties and authority of the
administratorshall includebut arenot limited to thefollowing:

(a) To sign on behalf of LOGIC any instrument which the board has
authorized to be executed and, in general,to perform all duties incident
to the office of administratorandsuchotherdutiesasmay beprescribed
by theboardconsistentwith this Agreementfrom timeto time.

(b) To prepareaproposedannualadministrativebudgetfor LOGIC, andto
submitsuchproposalto theboard.

(c) To make recommendationsregardingpolicy decision, the creation of
other LOGIC offices and the employment of agents, employees, and
independentcontractors.

(d) At each regular meeting of the board and at such other times as requested
to do so by theboard,to presenta hill report of his activities and the
fiscal conditionof LOGIC.

(e) To report quarterly to each Entity a summary of all claims filed and
paymentsmadefor thatEntity.

(f) Within the constraints of the budget recommended by the board and

approvedby theEntities,to directthe administratorto makedistributions
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from the accountfor paymentof claims andthe administrativeexpenses
of LOGIC.

(g) Disburse hinds.

(h) Approving new membersprovided the new membersare Tennessee

governmentalentities.

7.3 In the absenceof the administrator,or in the event of the inability or
refusal of the administratorto act, the chairmanof the boardor the chairman’s
designeemay perform the duties of the administrator. When so acting, the
chairmanor chairman’sdesigneeshallhave all of thepowersof andbe subjectto
all of therestrictionsuponthe administrator.

7.4 The administrator shall, before commencinghis duties, execute a
fidelity bond with a company authorizedto issue such bonds in the State of
Tennessee.The penaltyof the bond shall be in an amountequal to twenty-five
percent (25%) of the expectedtotal hinds deposit in the accountand shall be
increasedor decreasedfrom time to time asthe total fundsincreaseor decreaseis
deemednecessary.The form of bond shall be that commonlyusedfor chief fiscal
officersof Entitiesandshallbepaid for asanadministrativeexpenseof LOGIC and
asdeterminedandapprovedby theboard. Therequirementsof thisparagraphmay
besatisfiedby appropriateendorsementof anexistingbond.

7.5 The “secretary”shallberesponsiblefor the entry ofall official actsof
theboardinto the minutebooks. The secretaryshallbe designatedby theboardof
directorsandneednot beaboardmember.

9



Article VIII

ACCOUNT

8.1 Not later than sixty (60) days prior to the beginning of Pool’s subsequent
fiscal year, the Administratorshall preparethe budget for the upcoming
fiscal year. The budget shall identify the proposed items and amountsof
expenditure for its operations, the anticipated amounts and sources of
payments and other income to be received during the fiscal year and the
status of the self insurance or loss retention accounts. The budget shall
recognizeall anticipatedor forecastedlossesincluding an adequatereserve
for incurred but not reportedclaims (IBNR) and administrativeexpenses
associated with that fiscal year. A copy of the Pool’s proposed budget shall
be made available to each Entity at least two (2) weeks prior to the time
scheduled for its adoption.No budgetshall be . adopteduntil a hearinghas
been held giving all Entities the opportunity to present comments or
objections.

8.2 Not laterthan thirty (30) daysprior to the startof thefiscal year, theBoard
of Directorsshall adoptby majority votethe budgetfor thePool’s operation
for the coming fiscal year. An adoptedbudgetmay be amendedby majority
vote of Board of Directors. A copy of any amendmentshall be filed with
each Entity within 30 days of the adoption of any budget amendment which
either singly or cumulatively with other adopted budget amendments
changesthe total budget five (5) percentfrom the original budget or the
latest filed amended budget.

8.3 a. Prior to the annual budget hearing, the Administrator shall compute
each entity’s paymentsfor the upcoming Pool year, which shall
consist of an amount allocatedfor the administrativeaccountplus
specific payment to establish andlor replenish the claim or loss
retentiontrust hind accountfor each type of coverageprovidedby the
Poolandin whichsuchentityparticipates.

b. The annualpaymentof eachentity shall be its pro ratashareof the
Pool’s budget for the upcoming year for each line of coverage
providedto the entity. The calculationof eachentitiespaymentshall
be based on each entity’s manual premium by Pool year for that line
of coverage times the pool wide discount. To the extentpossible,the
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Pool shall use experiencemodification formulasin computingmanual
premiums. The Board of Directors may alsoadopta cappingformula
which limits the increase in any entity’s payment to the pool wide

average increase plus a percentage established by the Board of

Directors.

c. The total amount of each entity’s annual payment shall be certified by
majority vote of the Board of Directors to each entity at least one (1)
month prior to the beginning of the next fiscal year.

d. The annual payment shall be paid to the Pool in installments, to be
determined by the Board of Directors. Health insurance payments

shall be modified monthly to reflect changes in enrollment and plan
design.

8.4 The Board of Directors shall by majority vote levy upon the entity’s
additional payments wherever needed to supplement the Pool’s claim, loss
retention or administrative accounts to assure the payment of the Pool’s
current and future obligations,including adequate reserves for incurred but
not recorded (IBNR) claims.

a. All supplemental payments shall be charged to the entities by
applicable Pool year,. and shall be apportioned by that years’ payments
for that line of coverage.

b All entities shall be given at least thirty (30) days advance written notice
ofthePool’s intentionto chargeanadditionalpayment.

c. Entities shall have thirty (30) days to pay the Pool from the due date
established by the Board of Directors at the time any supplemental
payment is adopted. Whenever possible, the due date shall be no
soonerthan thebeginningofthePool’snext fiscal year.

d. The withdrawal of an entity shall not alleviate a former entity of the
obligation to pay supplemental payments due for Pool years during
which the former entity participated in the Pool.

8.5 a. Any monies for a Pool year in excess of the amount necessary to hind
all current and future obligationsfor that fiscal yearascertified by an
actuary maybe declared to be refundable by the Board of Directors no

earlier than 24 months after the end of a Pool year. The Board of
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Directors may also direct that someportion of the amountotherwise
refundable be transferred to a loss hind contingency, excess loss hind
contingency or a closed fund year account.

b. Refunds shall be computed by line of coverage and the refund for any
fiscal year shall be paid only in proportion to the entity’s participation
in the Pool for such year. Payment of a refund shall not be contingent
on the entity’s continuedmembershipin thePool. At theoptionof the
entity, the refund may be retained by the Pool and applied towards the
entity’s next annualpayment.

c. The Board of Directors may order that the payment of refunds to
former entities be delayed 24 months from the date the refund is
otherwisepayablein orderto establisha reserveto pay any additional
paymentsthat may becomedue for Pool years during which the
former entity participatedin thePool.

8.6 By resolution,the Boardof Directors shall designatea public depositoryor
depositoriesfor its monies.Theresolution shall alsodesignatea personto be
custodianof funds for the Pool and shall authorizethe custodianto invest
temporarily freebalancesof any claim or administrativeaccountsperiodically
asauthorizedby law.

a. The Board shall establish a Trust Fund Account from which monies
shall be disbursedsolely for thepaymentof claims, allocatedclaim
expensesand excessinsuranceor reinsurancepremiumsdesignated
as the Claims or Loss RetentionFund Account. The Board shall
establisha separateTrust Fundaccountfor Healthclaims.The Pool
shall maintain accounting records allocating all income,
disbursements,andassetsin the Claimsaccountby line of coverage
andby Poolyear.Accountingrecordsfor closedPool year(s)shallbe
allocatedby entity. Accountingrecordsfor loss hind contingencyor
excesslosscontingencyshallalsobe allocatedby entity.

b. The Boardof Directorsshall also establishan administrativeaccount
which shall be utilized for paymentof the Pool’s generaloperating
expenses,loss preventionactivities, data processingservices, and
generallegal expenses.

8.7 The balanceof any accountshall be investedto obtain the maximuminterest
returnpractical. All investmentsshall be in accordancewith the Pool’s cash
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management plan and consistent with the statutesandRegulationsofthe State
governingthe investmentof public fundsThe investmentand interestincome
earnedby the investmentof the assetsof eachclaim or loss retentionaccount
andtheadministrativeaccountshallbecreditedto eachaccount.

8.8 Prior to any commitmentor agreementrequiringthe expenditureof funds, the
custodianof the Pool’s assetsshall certify asto the availability of sufficient
unencumberedfundsto fully payall chargesor commitmentsto be accepted.

a. All disbursements,paymentsof claims or expenditureof fundsmust
beapprovedby amajority voteoftheBoardofDirectors.

b. Not withstanding“a” above,theBoardof Directorsmayprovidefor the
expedient resolution of certain claims by designating the Pool’s
Administratoror serviceorganizationas a “certifring and approving
officer”. The Poolmayauthorizethecertifying andapprovingofficer to
approve for paymentanyspecifiedclaimsin an amountnotto exceedan
amountestablishedby theBoardofDirectors.TheBoardshallestablish
suchotherproceduresandrestrictionson the exerciseof this authority
astheBoarddeemsappropriate.

c. Upon approval,the certifying and approvingofficer shall certify the
amountandparticularsof suchapprovedclaimsto the custodianof the
Pool’sassets.

d. Eachmonth, the certifying andapprovingofficer shall preparea report
of all claimsapprovedsincethe last report,detailingthenatureandthe
amountoftheclaim, thepayee,thereasonssupportingpaymentandany
otherpertinentinformation. This reportshallbereviewedandapproved
or rejectedby vote of the Board of Directors at their next regularly
scheduledmeeting. If anypaymentis not approved,appropriateaction
shallbetaken.

e. All requestsfor paymentsmust be accompaniedby a detailedbill of
itemsor demand,specifyingparticularlyhow thebill or demandis made
up, with thecertificationofthepartyclaimingpaymentthat it is correct,
andshallbecertifiedby anofficeror duly designatedagentoremployee
of the Pool having knowledgeof the facts that the goodshave been
receivedby, or the servicesrenderedto the Pool. In the caseof claims
or losses to be charged against any loss hind, the Pool’s claims
administratorshallcertify asto the claimscorrectnessandvalidity.
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f. All expensesshallbepaidby check. Thechecksshallbesignedby two
personsso designatedby the Board of Directors. Paymentof claims
maybemadeby wire transferto thePool’s ClaimsAdministrator.

g. All claims or otherdisbursementsapprovedfor paymentby the Pool
shallberecordedin thePool’s generalledger.

ARTICLE IX

PLAN OF COVERAGE

An Entity may select, from time to time, new or additional coverageas
provided by LOGIC. The administratorshall be notified of any such
changeornewor additionalcoverageat leastthirty (30) daysprior to the
effectivedateof suchchange. It is the intent of LOGIC to provide loss
protectionsubjectto anyaggregate,excess,or othercoverageassetforth
by theboardandby-law.

ARTICLE X

EXCESSINSURANCE

10.1 The boardof directorsof LOGIC may causeto be purchasedexcess
insurance from a company approved by the appropriate regulatory body in
compliance with all applicable purchasingor bidding laws. The board shall
determinetheamountof suchaggregateexcessinsurance.

10.2 Membershipin LOGIC shallnotprecludeany Entity from purchasing
any insurancecoverageabove thoseamountsdeterminedby the board. LOGIC
shall,whererequested,makeits facilities availableto adviseEntitiesofthe typesof
additional or different employeebenefits or insurancecoverageavailable to the
entities.

ARTICLE XI

SERVICECOMPANY

On or before the effective date, LOGIC will enterinto an agreementfor
serviceswith its designatedapprovedservicecompanyto providesuchservicesas
may be necessaryto operate a group self-insuredprogram. Pursuantto this
Agreementthe servicecompanywill providethe following claimsservices:
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(a) Complete handling of all loss adjustments, investigators and settlements
falling within LOGIC’s self-insuredretention.

(b) Maintain a claim file for each reportedclaim; submitmonthlyexperience
reportsin the form LOGIC requires;providecompleteaccountingfor the
programwhichat all times is subjectto review by LOGIC.

(c) Recommend claim reserves and provide a continuous review and
updatingof theseto reflectchanges.

(d) Assist the entities’ risk manager in the analysisof claims to prevent
future similar occurrenceswith periodic reports reflecting trends,
hazardousareasandrecommendationsfor accidentprevention.

(e) Coordinateinvestigationson litigated claimswith attorneysapprovedby
LOGIC andwith adjusters and attorneysof theexcessinsurancecarrier
as required. All legal costs and loss paymentsshall be chargedto
LOGIC’s loss fund.

(1) Set up and maintain a bank trust account for the purposeof keeping
segregated funds which will be furnished by LOGIC to the service
companyfor the paymentof claims, and reconcilethis fund monthly
with LOGIC. Theamountofthis fund is to bekept to aminimum.

(g) Obtain approvalfrom responsibleLOGIC personnelbeforepayingany
claim in excessof ten thousanddollars ($10,000.00) and furnish
precautionaryreportson all seriousclaims.

(h) Be availableto consultwith LOGIC on any insurancematter.

(i) In the eventof cancellationof this Agreement,the servicecompanywill
continue to handle all pendingclaims for a fee as negotiatedby the
board.

U) Assist in the collectionofclaims againstothersfor damageto LOGIC’s
propertyandmakerecommendationsregardingsalvagematters.

(k) Provide all necessarypersonnelto perform the servicesagreedupon

herein.

ARTICLE XII

QUALIFICATIONS FORMEMBERSHIP

20.1 Acceptanceof all conditions being a memberof group self-insurer
and executionof all documentsnecessaryto becomea memberof a group self-
insurer.
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20.2 Theprospectivemembers’losshistory shallnotbesuchasto causean
increasein the combinedcurrent ratio for the group. However, the board may
permitmembershipafter applying an appropriatemodification factor to bring the
prospectivemember’slossratio to a level comparableto thegroup.

20.3 Acceptanceofall othertermsofthis Agreement.

20.4 The Entity mustbe insurableby theexcessinsurer.

20.5 From time to time, the boardmay imposereasonablerequirements
concerningminimum standardsof an Entity, its history, and financial stability so
thatall Entities shallbe eligible to maintain membershipbasedupon (1) thesize of
Entity; (2) claimsexperience;(3) long term financialstability.

ARTICLE XIII

DUTIES OF MEMBERS

12.1 To paypromptlyall paymentsto theaccountatsuchtimes andin such
amountsasareestablishedwithin thescopeofthis Agreement;

12.2 To cooperate fully with the administrator, the insurance consultant-
claims administrator,LOGIC attorneysand auditors, and any agent, employee,
officer, or independentcontractorof LOGIC in any matterrelating to thepurpose
andpowersofLOGIC;

12.3 To furnish the administrator requestsfor revisions to its plan of
coverageat leastthirty (30) daysprior to theeffectivedateofsuchrevisions;

12.4 To actpromptly on all mattersrequiringapprovalby the Entities and
to not withhold suchapprovalunreasonablyorarbitrarily.

ARTICLE XIV

LIABILITY OF BOARD AND OFFICERS

The boardmembersandthe officers of LOGIC shall useordinary careand
reasonablediligence in the exerciseof their authority and in the performanceof
their duties. Boardmembersshall not be liable for any mistake of judgmentor
other actionmade,taken,or omitted by them in good faith. Boardmembersshall
not be liable for any action made,taken, or omittedby any agent,employee,or
independentcontractorselectedwith reasonablecare,nor for loss incurredthrough
investmentof LOGIC fundsor failure to invest. No boardmemberor officer shall
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be liable for anyactiontakenor omittedby any otherboardmemberor officer. No
representativeof LOGIC shall be required to give a bond or other security to
guaranteethe faithful performanceof his dutieshereunderexceptasrequiredby this
Agreementor by law. The accountshallbe usedto defendandhold harmlessany
boardmemberor officer ofLOGIC for actionstakenby the boardor performedby
theboardmemberor officer within his scopeof authority. Theboardof directorsof
LOGIC maypurchaseinsuranceprovidingsimilarcoveragefor boardmembersand
officers.

ARTICLE XV

LEGAL EFFECTOF THIS AGREEMENT

15.1 ContractualObligation. The Entities’ obligationsandresponsibilities
set forth in this Agreementare joint and several. Entities shall take no action
inconsistentwith this agreementasoriginally written or validly amendedandsuch
obligations and responsibilities shall remain a joint and several continuing
obligationand responsibilityof eachEntity. This Agreementmay be enforcedin
law either by LOGIC itself or by any Entity. The considerationfor the duties
imposed uponthe Entity by thisAgreementis baseduponthe mutual promisesand
agreementsof the entitiesset forth hereinandtheadvantagesgainedby the entities
through reducedadministrativecosts for the procurementof protectionagainst
claims arising. Each Entity has agreedand herebydoesagree to be jointly and
severallyresponsiblefor any claims of any kind againstany otherEntity arising
pursuantto the Agreement. The Entities intendthroughthe creationof LOGIC to
establishanorganizationfor joint administrationofclaimswithin thescopesetforth
of this Agreementand intend to create between the Entities a relationship of
partnership,surety,indemnification,andliability for the debtsof andclaimsagainst
another.

15.2 Exclusivity. By adoptionofthisAgreement,the memberdeclaresthat
its policy shallbe to affordtheprotectionsoftheworkers’ compensationprogramto
coveredemployeesasthe soleremedyfor work relatedinjuries. All coverageshall
be documentedby written agreementswith eachentity concerningthe types and
amountsof coverage.
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Article XVI

EXPULSIONOFAN ENTITY

16.1 By thevoteof two-thirdsof theboardtheboardmayexpel any Entity.
Such expulsion, which shall take effect in the manner set out below, may occur
whenever,an Entity fails to performanyobligationunderthisAgreement;anEntity
fails or refusesto makepaymentsor supplementalpaymentsdue to LOGIC; or an
Entity’s activitiesaredetrimentalto LOGIC;

16.2 No Entity may be expelledexceptafter notice of the allegedfailure
and after a reasonableopportunity of not less than fifteen (15) days to cure the
alleged failure. Within the fifteen-day (15) period, the Entity may request a
hearing,which shallnot be lessthan fifteen(15) daysafter expirationofthe time to
cure. The boardmay appointahearingofficer to conductsuchhearingandmakea
recommendationto theboardbasedupon findings of fact; providedhowever,that if
the hearingis conductedby a hearingofficer, the Entity may requesta further
hearingbefore the board. Such requestshall be in writing and addressedto the
chairman. If the boardconductsthehearingitself, it may make a decisionat the
closeofthe hearing. Expulsionof an Entity afternoticeandhearingasset forth in
this sectionshall be final when approvedby the Entities asspecifiedin Article XI
andshallbecomeeffectivethirty (30) daysfollowing suchapproval.

16.3 After expulsion,the formermemberEntity shall continueto be fully
liable for any paymentdue to theaccountand any obligations as if it was still a
memberofLOGIC.

16.4 LOGIC shallhaveno obligationwith respectto claimsincurredunder
thecoverageofanexpelledEntity afterthe effectivedateof suchexpulsion.

16.5 The obligation of LOGIC to administerclaims incurred under the
coverageofan expelledEntity prior to theeffectivedateofexpulsionshall continue
for such claims asmay have beenor may be validly filed. LOGIC shall, within
sixty (60) daysafter an expulsionor paymentof claims on behalfof the entity,
provide an accountingof funds owed by, or owing to the Entity. The expelled
Entity shallimmediatelypayto LOGIC anyamountowedby the expelledEntity.
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Article XVII

WITHDRAWAL FROM THE COOPERATIVE

Each Entity shall have the right to withdraw from LOGIC upon sixty (60)
days prior written notice to LOGIC. The rights and duties of LOGIC with respect
to a withdrawing Entity and the rights anddutiesof awithdrawingEntity to LOGIC
shallbe the sameasthosewith respectto anexpelledEntity.

ARTICLE XVIII

TERMINATION OFTHE COOPERATIVE

LOGIC shall terminate upon the occurrenceof any one of the following
events:

(a) A final determinationby a Court of competentjurisdiction, after all
appealshavebeenexhaustedor time for appealhasexpired,thatLOGIC
is invalid or contraryto law.

(b) The numberof Entities is not sufficient to maintainits statusasa group

self-insurer.
(c) The member Entities unanimously approve termination. Upon

terminationof LOGIC,. the rights andduties of LOGIC to each Entity
andthe rights and dutiesof eachEntity to LOGIC shall be thesameas
thosewith respectto anexpelledEntity.

(d) Dispositionofassetspursuantto adissolution.

ARTICLE XIX

MISCELLANEOUS

19.1 Any noticerequiredby thisAgreementshallbe in writing andshallbe
deemedto have beengiven when depositedin theUnited Statesmail, first class,
registeredor certified mail, postageprepaid,return receiptrequested(if registered
or certified) andaddressedasfollows:

If to LOGIC at theoffice of its administrator.

If to theEntities:To the addressset forth on theserviceagreementor to such
otheraddressasanypart to this Agreementmay from time to time specif3rin
writing to the otherpartiesandto LOGIC.
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19.2 Any newmembershallberequiredto maintainactivemembershipfor
aperiodof one(1) yearunlessLOGIC is terminatedprior to the expirationof such
one(1) yearperiod. The one(1) yearperiod is requiredregardlessof the term of
anyprotectionprovidedthroughLOGIC.

19.3 If any provision of this Agreementis declaredby a judgmentof a
Court to be invalid, the validity of the remainderof this Agreementshall not be
affected.

19.4 This Agreement,and any amendmentsthereto,may be executedin
any numberof separatecounterpartswhich takentogethershall constitutea single
instrument. Each entity signing this agreementshallbe boundby its terms upon the
dateofexecutionwithout regardto executionby othersentities. Exhibit A may be
changedfrom time to time to addor subtractmembers.

ARTICLE XX

AMENDMENTS AND CHANGES

Any changesin this agreementor the written regulationsrequiredby the
Tennessee Departmentof Commerce and Insurance shall conform with the
requirementsof Chapter 0780-1-54-.04(3)by filing such amendmentswith the
Commissionno laterthan thirty (30) daysaftersuchchange.

(EndArticles)
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This agreementwas signedon behalfof the entity listedbelowasfollows:

Entity Name:

Nameof the GoverningBody:

DateofApproval by theGoverningBody:

Signaturechiefexecutiveofficer of Entity: _____________________________________

Signaturechieffinancial officer ofEntity: ______________________________________

Certificationby ChiefLegal Officer oftheEntity

I certi& that the entity listedabovehasvalidly executedandadoptedthis agreement
to participatein andbe a memberof the Local GovernmentInsuranceCooperative
(LOGIC) andthattheentity is legally boundto honortheagreementsmadetherein.

Name:

Signature:____________________________
Title:
Address:
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LEWIS, SMITH, SMILEY & ASSOCIATES,P.C.
CenifiedF~~b&Accountamb

St. Cloud Corner
500 ChurchStreet, Suite 400
Nashville,Tennessee37219

(615) 726-3190

INDEPENDENTAUDITORS’ REPORT

To the Board of Directors
Local GovernmentInsurance Cooperative
Nashville, Tennessee

We have audited the accompanying statement of financial position of Local Government Insurance
Cooperative asof June 30, 1997,and the related statementsof activities andcashflows for the year then
ended. These financial statementsare the responsibilityof the managementof Local Government
Insurance Cooperative. Our responsibility is to expressan opinion on thesefinancial statementsbasedon
our audit.

Weconductedour audit in accordancewith generally acceptedauditing standards.Thosestandardsrequire
that weplan and perform the audit to obtain reasonableassuranceabout whether the financialstatements
are free of material misstatement. An audit includes examining,on a test basis,evidencesupporting the
amounts and disclosuresin the financial statements. An audit also includes assessingthe accounting
principles usedand significant estimatesmadeby management,aswell as evaluating the overall financial
statementpresentation. We believe that our audit provides a reasonablebasis for our opinion.

In our opinion, the financial statementsreferred to above present fairly, in all material respects,the
financial position of Local Government InsuranceCooperative asof June30, 1997 andthe changesin its
net assetsand its cash flows for the year then ended in conformitywith generally acceptedaccounting
principles.

The information contained in Schedule 1 on page 10 is not a required part of the financial statementbut
is supplementary information required by the Governmental Accounting StandardsBoard. We have
applied certain limited procedures,which consistedprincipally of inquiries of managementregarding the
methodsofmeasurementand presentationof the supplementaryinformation. However,wedid not audit
the information and expressno opinion on it.

de4u4t1L, £j a~~~4&it.
August 18, 1998
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LOCAL GOVERNMENTINSURANCECOOPERATIVE

Statement of FinancialPosition
June 30, 1997

ASSETS

Current assets:
Cash and cashequivalents $1,528,180
Investments in U.S.Treasury Securities(note 2) 1,507,515
Contributions receivable less allowancesfor

uncoilectiblesof $70,000(note 1) 245,630
Interest receivable 13,738

Total current assets 3,295,063

Property and equipment:
Equipment (note 1) 3,737
Less accumulateddepreciation 1.176

Total property andequipment 2.561

Total assets $3,297,624

LIABILITIES AND NETASSETS

Current liabilities:
Accounts payable - trade $ 38,607
Unearned contribution income (note 3) 116,768
Unpaid claims cost (note 4) 2.544.000

Total current liabilities 2,699,375

Long-term liabilities:
Unearned contribution income (note 3) 69,533

Total long-term liabilities 69,533

Total liabilities 2.768,908

Commitments and contingencies(notes4 and 5)

Net assets:
Unrestricted 528.716

Total net assets 528,716

Total liabilities and net assets $3,297,624

Seeaccompanyingnotes to financial statements.
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LOCAL GOVERNMENTINSURANCECOOPERATIVE

Statement of Activities
Year Ended June30, 1997

Unrestricted net assets:
Revenues:

Member contributions, net of refunds of $10,582 $4,098,275
Investment income 149.843

Total unrestricted revenues 4,248,118

Expenses:
Worker’s compensationclaims (note 5) 3,118,426
Servicecompanyfees 171,724
Loss control fees 91,025
Insurance premiums (note 1) 657,070
Bad debts (note 1) 70,000
Professional fees 15,232
Actuarial analysis 3,500
Fidelity bond 1,896
Taxes and licenses 465
Administration fees 4,334
Depreciation 747
Meetings 923
Miscellaneous 337

Total operating expenses 4,135,679

Increase in unrestricted net assets 112,439

Unrestricted net assets,beginning of year 416.277

Unrestricted net assets,end of year $ 528,716

Seeaccompanyingnotesto financial statements.
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Statement of Cashflows
Year Ended June 30, 1997

Operating activities:
Increase in net assets $ 112,439
Adjustments to reconcile increasein net assets

to net cashprovided by operating activities:
Depreciation 747
Bad debts 70,000
Changesin operating assetsand liabilities:

Increase in contributions receivable (99,974)
Increase in interest receivable (13,738)
Decreasein servicefeespayable (93,006)
Decreasein insurance premiums payable (15,326)
Increase in unpaid claim costs 1,695,000
Increase in accountspayables 38,607
Increase in unearned contribution income 129,599

Net cashprovided by operating activities 1,824,348

Investing activities:
Additions to U.S. treasury investments (1.507515)

Net cashusedby investing activities (1,507,515)

Net increase in cashand cashequivalents 316,833

Cash and cashequivalents - beginning of year 1,211,347

Cash and cashequivalents - end of year $ 1,528,180

Supplementalinformation:
Cash paid for interest during year $ -

Seeaccompanyingnotes to financial statements.
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Notesto Financial Statements
June 30, 1997

(1) Summary of Significant Accounting Policies

(a) Description of the Trust and Operations

Local GovernmentInsuranceCooperative (the Trust) was organizedin May 1995 asa public
entity risk pool to provide a program of workers compensationcoverage for its member
organizations. As authorized by TennesseeCode Annotated Section 29-20-401,all county
governments,theft political subdivisions andagencies,in the Stateof Tennesseeare eligible
to participate in the Trust, by enteringinto an intergovernmental agreementexpresslyfor this
purpose as part of the Trust. The Trust’s sole objectives are to administer, process,obtain,
instruct and counseleach membergovernment in theprocurement of insurance andpayment
of claims that come within the coveragesoffered to each member, and to carry out claim,
accident, or contribution reductions and educational programs. County governmentsjoining
the Trust must remainmembersfor a minimum of oneyear. A member may withdraw from
the Trust after that time by giving 60 days written notice; however, any member who
terminates still remains liable for any and all contributions required to be paid by a
participating member in a particular program. Governmentsapplying for membershipin the
Trust may do soon approval of a majority vote of the Board of the Trust. At June 30, 1997
the Trust had93 membersconsistingof county governments,city governmentsandvarious city
and country government agencies. The Trust isgovernedby its Board and its operations are
supervisedby an Administrator engagedunder an independentcontract. The Trust has no
employees.

The Trust is a risk-sharing poolwhereby the membershavejoined together to share in the cost
ofworkers compensationclaimslosses.Eachmember is responsiblefor a proportionate share
of contribution premiums annually. All Trust members are subject to a supplemental
assessment,in the same proportion as original member contributions, in the event of
contribution deficiencies. lithe assetsof the Trust were to be exhausted,memberswould be
responsiblefor the Trust’s liabilities. Costof acquiring new membersare primarily included
in the costof total servicesprovided by theTrust’s servicecompany,and are recognizedasan
expensewhen incurred.

(b) Financial Statement Presentation

In July 1995,the Trust electedto adopt Statementof Financial AccountingStandards(SFAS)
No. 117, “Financial Statementsof Not-for-Profit organizations.” Under SPASNo. 117, the
Trust is required to report inforniation regarding its financial position and activities according
to three classesof net assets:unrestricted net assets,temporarily restricted net assets,and
permanently restricted net assets.In addition, the Trust is required to presenta statementof
cashflows.

Revenuesare recognizedwhenearnedrather than whencollectedand expensesare recognized
when incurred rather than when disbursed in accordancewith Statement of Financial
AccountingStandards(SFAS)No. 117,“Financial StatementsofNot-for-Profit Organization?.

Certain itemshavebeenreclassedfrom the prior yearspresentationto conform to the current
yearspresentation.
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Notesto Financial Statements,Continued

June 30, 1997
(1) Summary of Significant Accounting Policies,Continued

(c) RevenueRecognition.Allowance for Uncollectiblesand Concentration of Credit Risks

Required contributions are recognizedasrevenueover the risk protection period on a straight-
line basis. Risk protection periods provide coveragefor a maximum period of one year and
run concurrently with the Trust’s fIscal year end. Accordingly, all contributions, except for
overpayments,have been recognizedas revenue at June 30, 1997.

The Trust admits only credit worthy governmental agenciesin the State of Tennessee.
Management reviews eachentity’s account, resolvesdisputes and makes an allowance for
uncollectible accountsas deemednecessary,primarily for agenciesthat may drop coverage
after the end of a year but prior to the settlement of all premium amounts, including
additional audit adjustment premiums. At June 30, 1997, the allowancewas$70,000.

(d) Cash and Cash Equivalents

The Trust treats highly liquid investmentswith an original maturity of threemonths or lessas
cashequivalents. The Trust maintains its cashin bank depositaccountsat highcredit quality
financial institutions. The balances,at times, may exceedfederally insured limits. The Trust
has not experiencedany lossesin suchaccounts. The Trust believesit is not exposedto any
significant credit risk on cashand cashequivalents.

(e) Investments in U.S. Treasury Securities

Investments in U.S.Treasury Securitiesare carried at market value. Changesin market value
are recorded asa componentof investmentincome. TheTrust doestake estimatedinvestment
income into considerationwhen determining if premium deficienciesexist.

(f) Unpaid Clain~Liabilities

The Trust establishesclaims liabilities based on estimates of the ultimate cost of claims
(including future allocated and unallocated claim adjustment expenses)that have been
reported but not settled,and of claimsthat have been incurred but not reported. Estimated
amounts of excessinsurancerecoverieson unpaid claims are deductedfrom the liability for
unpaid claims. Claims liabilities are recomputed periodically through an actuarial valuation
(note 4) which producescurrent estimates that reflect recent settlements,claims frequency,
inflation and other economicand socialfactors. Adjustments to claims liabilities are charged
or credited to expensein the periods in which they are made.

(g) Property and Equipment

Property and equipment, generally with a cost of $500 or more, are recorded at cost.
Depreciation is provided usingthe straight-line method overthe estimated usefullives of the
respeëtive assets. Expenditures for maintenance and repairs are charged to expenseas
incurred.
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LOCAL GOVERNMENTINSURANCE COOPERATIVE

Notesto Financial Statements,Continued

June 30, 1997

(1) Sununarv of Significant Accounting Policies,Continued

(h) IncomeTaxes

Local Government Insurance Cooperative has requested tax-exempt status under Internal
RevenueCodeSection50l(c)(3). A determination letter hasnot yet beenreceived;however,
the Trust administrator and the Trust’s tax counselbelievethat the Trust is designedand is
currently being operated in compliance with the applicable requirements of the Internal
RevenueCode. Accordingly, no provision for income taxeshas beenmade in the financial
statements.

(i) ExcessInsurance Coveraae

The Trust usesan excessinsurance agreementto reduce its exposureto large losseson all
typesof insured events. Excessinsurancepermits the transfer of the liability for losseswhich
exceedcertain large amounts,both for specific claims and for the aggregateof all claims, for
the coverage period. The Trust doesnot report risks covered by the excessinsurance
agreementas liabilities unless it is probable that those risks will not be coveredby the excess
insurance provider. Premiumsfor excessinsurancecoverageduring the year endedJune30,
1997 amounted to $657,070. Claim liabilities at June 30, 1997 did not exceedthe limits for
excessinsurance coverage,either specifically or in the aggregate.

(j) Useof Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires managementto make estimatesand assumptionsthat affect the reported
amounts of assetsandliabilities and disclosureof contingent assetsand liabilities at the date
of the financial statementsand the reported amounts of revenuesand expensesduring the
reporting period. Accordingly, actual results could differ from those estimates.

(2) Investments in U.S.Treasury Securities

At June 30, 1997, the investment in U.S.Treasury Securitiesconsistedof the following:

Par Market
Type Rate Maturity Value Value

Money Market 4.847% 6130/97 $147,301 $147,301
Treasury Notes 7.000% 4/15/99 100,000 101,594
Treasury Notes 6.375% 7/15/99 100,000 100,563
Treasury Notes 5.125% 6/30/98 100,000 99,375
Treasury Notes 5.125% 11/30/98 100,000 98,875
Treasury Notes 5.125% 12/31/98 100,000 98,813
Treasury Notes 7300% 10/31/99 125,000 128,555
Treasury Notes 7.750% 12/31/99 100,000 103,563
Treasury Notes 7.125% 2/29/00 100,000 102,188
Treasury Notes 6.875% 3/31/00 100,000 101,625
Treasury Notes 6.750% 4/30/00 100,000 101,313
Treasury Notes 6.125% 9(30/00 100,000 99,531
Treasury Notes 5.625% 11/30/00 100,000 97,969
Treasury Notes 6.625% 6/30/01 125,000 126,250

$1,497,301 $1,507,515
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Notesto Financial Statements,Continued
June 30, 1997

(3) Unearned Contribution Income

Unearned contribution income at June 30, 1997representsthe prepaid policy premiums received
from members as follows:

Refundable premiums and amounts applied
to policy period ending June 30, 1998 $116,768

Prepaymentsapplied to policy period ending
June 30, 1999 69533

Total $186,301

(4) Actuarial Information

An actuarial valuation of the Trust was performed asof June 30, 1997 and reported in an analysis
datedAugust 27,1997.The actuarial valuation wasperformed by SIGMA ActuarialConsultants,Inc.
of Nashville,Tennessee.The Trust’s servicecompany,Gallagher BassettServices,Inc. (a subsidiary
of Arthur J. Gallagher& Company, Inc.), who hasbeenengagedunder an independentcontract, has
provided the actuary with all information which would materially effect the actuarial valuation.

The ultimate costof claims incurred for a specificperiodis usuallynot known until severalyearsafter
the closeof that period. Therefore the unpaid claims costs(asdefined in note 1) must be estimated
and recorded in the financialstatementsat the end of the period, or year endedJune 30, 1997.

Theactuarial presentvalueof unpaid claimscostsdeterminedby SIGMA ActuarialConsultants,Inc.
isthe amount that results from actuarial assumptions(lossdevelopmentfactors) applied to paid and
incurred lossesand casereserves. Oneof the factorsusedto developtheseassumptionsishistorical
data. Since this is the secondyear of the Trust and limited historical data is available, the actuaries
have used the loss development factors from a similar entity applied to LOGIC’s most recently
evaluatedincurred lossesto estimatethe ultimate valueof lossesfor the period. Payout percentages
alsofrom the lossexperienceof a similar entity applied to LOGIC’s most recently paid losseswere
usedto allocate the estimatedrequired reservesfor unpaid claim coststo the period in which they
are expectedto be paid. The reserveswere then discounted,usingthe assumptionthatall losseswill
be paid in the middleof the year, to reflect the timing of future losspaymentsat a varietyof annual
rates of investment interest. Based on historical investmentearnings, the reservesdiscountedat a
rate of four percent,were selectedfor use in the recordingof unpaidclaims costsin the financial
statements. The assumptionsrelated to the timing of future payouts and the future yield on
underlying assetsare susceptible to significant changes in economicconditions and could cause
materialdeviations from the actuarialprojections.

Actuarial values of estimated unpaid claim costs as of June 30, 1997 included in these financial
statementsis as follows:

Estimated required reservesfor unpaid claim
costs (future undiscounted payments)
at June 30, 1997 $2,703,803

Estimated required reservesfor unpaid claim
costsdiscounted at 4% at June 30, 1997 $2,544,000
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Notesto Financial Statements,Continued
June30, 1997

(5) Unpaid Claims Liabilities

As discussed in notes 1 and 4, the Trust establishesa liability for both reported andunreported
insuredevents, which includes estimates of both future payments of lossesand related claim
adjustment expenses.The following representschangesin thoseaggregateliabilities for the Trust
during the year endedJune 30, 1997:

Unpaid claims and claim adjustment expenses
at beginning of year $ 849,000

Incurred claims and claim adjustment expenses:
Provision for insured eventsof the current year 3,245,222
Decreasesin provision for insured eventsof prior years (126.796)

Total incurred claims andclaim adjustment expenses 3,118,426

Payments:
Claims and claim adjustment expensesattributable

to insured eventsof the current year 1,099,622
Claims and claim adjustment expensesattributable

to insured eventsof prior years 323.804
Total payments 1,423.426

Total unpaid claims and claim adjustment expensesat
end of year $2,544,000

At June30, 1997,unpaid claims andclaim adjustment expensesestimatedto be $2,703,803are shown
at their net present value of $2,544,000,discountedat an annual rate of four percent (4%).
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LOCAL GOVERNMENT INSURANCE COOPERATIVE

Schedule1
Ten Year ClaimsDevelopment Information

For Fiscal and Policy Year Ended
Prior Years (Not
Applicable- N/A) June30. 1996 June30, 1997

1. Required contribution and investment
Revenue:

Earned N/A $,2,186,065 4,248,118
Ceded N/A - -

Net earned N/A $2,186,065 4.248,118

2. Unallocated expenses N/A $ . * *

3. Estimated claims and expense,end of
policy year

Incurred N/A $1,311,771 3,118,426
Ceded N/A - -

Net incurred N/A $1,311,771 3.118,426

4. Net paid (cumulative) as of:
Endof policy year N/A $ 462,771 1,099,622

One year later $ 786,575 -

5. Re-estimatedcededclaims and expenses N/A $ -

6. Re-estimatednet incurred claims and
expenses:

End of policy year N/A $1,311,771 3,245,222

One year later $1,184,975 -

7. Increase (decrease)in estimatednet incurred
claims and expenses-fromend of policy
year N/A $ (126,796)

‘These costswere included in the information provided by the Trust’s service companyto the actuaryfor
usein the actuarial valuation of estimated ultimate incurred losses,but were not specifically identified in
the actuarial valuation.

See independentauditors’ report.
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DECEMBER COMMISSION MEETING

Notion by Tony Sizemore, secondedby Bud Jones to change the December
county connissionto December17,1998 at 5:00.

Voting for: all Voting against: none

THEREUPON, NEETINC ADJ0UR1~4ED.


