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Council Meeting Date:   October 14, 2013 Agenda Item:   8(a) 
              

 
CITY COUNCIL AGENDA ITEM 

CITY OF SHORELINE, WASHINGTON 
 

 

AGENDA TITLE: Adoption of Resolution No. 351 Authorizing an Interlocal 
Agreement Creating the AWC Self-Insured Benefit Trust 

DEPARTMENT: Human Resources 
PRESENTED BY: Richard Moore, HR Analyst 
ACTION: ____ Ordinance     _X_ Resolution     ____ Motion                     

____ Discussion    ____ Public Hearing 
 

 
 
PROBLEM/ISSUE STATEMENT: 
The City’s provider of medical, dental, vision and Employee Assistance Program (EAP) 
benefits is the Association of Washington Cities (AWC) Employee Benefit Trust. The 
AWC Trust recently moved from a fully funded insured benefit program to a self-insured 
model.  The requirements of this change mean the Trust must comply with state 
statutes regarding local government insurance transactions as well as follow state law 
and rules administered by the Washington State Risk Manager.  One of those 
requirements is that each member must approve, by resolution, an Interlocal Agreement 
authorizing the City to participate in the self-insured program. 
 

FINANCIAL IMPACT 
 

This action will have no financial impact in 2014 as the 2014 budget was prepared using 
the self insurance rates provided by AWC. 
 

RECOMMENDATION 
 
Staff recommends that Council adopt Resolution No. 351, which authorizes the Interim 
City Manager to execute the AWC Employee Benefit Trust Health Care Program 
Interlocal Agreement.   
 
 
 
 
 
 
 
 
 
Approved By: City Manager DT City Attorney IS 
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BACKGROUND 
 
The City’s provider of medical, dental, vision and Employee Assistance Program (EAP) 
benefits is the AWC Employee Benefit Trust.  The AWC Trust is a Voluntary Employee’s 
Beneficiary Association (VEBA), as defined in the federal Internal Revenue Code 
(Section 501 (c)(9)).  The Trust was formed in 1970 by AWC to offer affordable benefits 
coverage for its member cities and towns with participants in the Law Enforcement 
Officers and Fire Fighters Pension Plan 1 (LEOFF 1).   Since that time, the Trust has 
broadened its insured membership to include all types of municipal government 
employees and their families.  Today, the Trust serves 275 participating entities and 
insures approximately 36,000 individuals.   
 
In September 1995, the City began contracting with AWC to participate in the Employee 
Benefit Trust. Staff subsequently reviewed the AWC benefit plan and plan providers in 
2003, 2011 and 2012, and on all occasions, the AWC Trust provided the best benefit 
options available to the City.  
 

DISCUSSION 
 
On August 26 the Trust was granted approval by the Washington State Risk Manager to 
transition its current fully funded insured benefit program to a self-insured model, 
effective January 1, 2014.  The requirements of this change mean the Trust must 
comply with state statutes regarding local government insurance transactions (RCW 
48.62 and WAC 200-110) as well as follow state law and rules administered by the 
Washington State Risk Manager.   
 
One of those requirements is that each member must approve, by resolution, an 
Interlocal Agreement authorizing the City to participate in the self-insured program.  The 
City received notice of this change from AWC on September 6, with a deadline of 
November 15 to complete this process.  Resolution No. 351 and the AWC Employee 
Benefit Trust Health Care Program Interlocal Agreement are attached to the staff report 
as Attachments A and B respectively.  
 
The move to self-insurance allows the Trust to eliminate several taxes that are 
mandatory for fully insured plans, including a two percent (2%) state tax and a two to 
three percent (2-3%) new 2014 federal insurer tax.  In addition retention and stop loss 
fees were lowered with the aid of a competitive self-insured marketplace.  As a self-
insured entity the Trust will be able to focus on their own trend data, which has been 
lower than carriers’ trend for many years.  From a benefitted-employee perspective, 
there should be no impacts to employees and their families, as benefit plan designs will 
remain the same, employees will have access to the same provider networks they 
currently use and claims will be processed by the same carriers. 
 
For 2014, the Trust projected that their fully insured plan would have rate increases to a 
couple of their plans, while moving forward with a self insurance model would equate to 
no increase.  The table on the following page provides this rate increase/decrease 
comparison by provider:  
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Provider 2014 projected fully insured 
increase/(decrease) 

2014 self insurance 
increase/(decrease) 

Regence Medical 11% 0% 
Group Health Medical 12.9% 0% 
WDS Dental (0.1%) 0% 
Willamette Dental 0% 0% 
VSP (Vision) (2.7%) 0% 
EAP 0% 0% 

 
By maintaining our relationship with the AWC Trust, the City will be able to offer 
continuity in health care options provided to employees and also experience a year of 
flat-lined benefit costs.  As well, as an AWC Well City award recipient, Shoreline will 
continue to receive a two percent (2%) reduction below the base rate for 
Regence/Asuris Medical premiums.  This Well City rate reduction has been factored into 
the 2014 Regence Medical rates. 
 
Considering the short timeframe in which the City must authorize participation in the 
self-insurance program and considering that the national landscape surrounding health 
care is rapidly shifting with the implementation of the federal Affordable Care Act, staff 
does not recommend reviewing alternatives to the AWC Trust at this time.  Staff’s 
experience has been that changing benefit providers is a complex undertaking that 
requires adequate time to perform analysis and educate staff. Unfortunately, this is time 
that is not available this year. 
 

RESOURCE/FINANCIAL IMPACT 
 

This action will have no financial impact in 2014 as the 2014 budget was prepared using 
the self insurance rates provided by AWC. 
 

RECOMMENDATION 
 
Staff recommends that Council adopt Resolution No. 351, which authorizes the Interim 
City Manager to execute the AWC Employee Benefit Trust Health Care Program 
Interlocal Agreement. 
 
 
ATTACHMENTS: 
Attachment A - Resolution No. 351 
Attachment B - AWC Employee Benefit Trust Health Care Program Interlocal 
Agreement 
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RESOLUTION NO. 351 
 

A RESOLUTION OF THE CITY OF SHORELINE, 
WASHINGTON, AUTHORIZING EXECUTION OF  THE AWC 
BENEFIT TRUST INTERLOCAL AGREEMENT CREATING A 
JOINT SELF-INSURED HEALTH AND WELFARE BENEFIT 
PROGRAM  

 
 
 WHEREAS, the Association of Washington Cities Employee Benefit Trust (the “Trust”) 
is an entity to which contributions by cities and towns and non-city entities organized and 
existing under the Constitution or laws of the State of Washington and who are members of the 
Trust (“Participating Cities and Towns,” and “Participating Non-City Entities”) and their 
employees can be paid and through which the Board of Trustees of the Trust (“Trustees”) 
provides one or more insured health and welfare benefit plans or programs to Participating Cities 
and Towns’ and Non-City Entities’ employees, their dependents and other beneficiaries 
(“Beneficiaries”), on whose behalf the contributions were paid; and  
 
 WHEREAS, the Trust qualifies as a voluntary employee beneficiary association within 
the meaning of Section 501(c)(9) of the Internal Revenue Code, providing for the payment of 
life, sick, accident or other benefits to Beneficiaries; and   
 
 WHEREAS, the Trust and Participating Cities and Towns and Non-City Entities have 
determined that it is in the best interest of Participating Cities and Towns and Non-City Entities 
to jointly self-insure certain health benefit plans and programs for Beneficiaries through a 
designated account within the Trust, while at the same time having the Trust continue as the 
entity to which other insured health and welfare benefit program contributions are paid and 
through which insured health and welfare benefit plans and programs are provided to 
Beneficiaries; and  
 
 WHEREAS, it appears economically feasible and practical for the parties to do so; and 
 
 WHEREAS, Chapter 48.62 RCW provides that two or more local government entities 
may, by Interlocal agreement under chapter 39.34 RCW, jointly self-insure health benefit plans 
and programs, and/or jointly hire risk management services for such plans or programs by any 
one or more of certain specified methods; and 
 
 WHEREAS, the Association of Washington Cities Employee Benefit Trust Interlocal 
Agreement (the “Interlocal Agreement”) attached hereto creates a joint self-insured health and 
welfare benefit program (the “Health Care Program”) to be administered by the Trustees for the 
purposes of providing self-insured health benefits to Beneficiaries; and  

 
WHEREAS, WAC 200-110-030 requires every local government entity participating in a 

joint self-insurance health and welfare benefit program to adopt such program by resolution; and 
 

8a-4



 2 

WHEREAS, Chapter 48.62 requires Health Care Program assets to be managed 
consistent with existing authority over use of municipal funds in RCW 35.39.030; and  

 
WHEREAS, the Trust will manage Health Care Program reserves in compliance with 

Chapter 48.62 RCW, RCW 35.39.030, and the Health Care Program Investment Policy; and  
 
WHEREAS, all premium contributions for use in the Health Care Program are deposited 

into a designated account within the Trust, the Health Care Program Account (the “HCP 
Account”), and the HCP Account represents a pool of funds that is independent of all other Trust 
or AWC funds; and 

 
WHERAS, the Trust intends to manage the HCP Account assets in compliance with 

federal and state laws and the Interlocal Agreement; and  
 
WHEREAS, the Council believes it is in the best interest of the Health Care Program to 

allow the Trust to manage the HCP Account; now therefore 
 
 BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SHORELINE, 
WASHINGTON AS FOLLOWS: 
 
The Interim City Manager authorized to execute the s Interlocal Agreement creating the Health 
Care Program atttached hereto as Exhibit A. 
 

 ADOPTED BY THE CITY COUNCIL ON OCTOBER 14, 2013. 

 
 
 
 _________________________ 
 Keith A. McGlashan, Mayor 
 
ATTEST: 
 
 
_________________________ 
Scott Passey 
City Clerk 
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