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AWC Employee Benefit Trust 

Self-Funded Health Care Program 

Fact Sheet 

 

On August 26, 2013, the State Risk Manager approved the AWC Trust’s application to self-insure 

the medical plans through Group Health and Regence Blue Shield, the Vision Service Plan, and 

Washington Dental Service plan effective January 1, 2014.  The remaining insurance products 

will continue to be fully-insured.  This fact sheet is intended to provide background of the Trust 

and insight into the Board of Trustee conversation ultimately leading to the decision to self-

insure. 

 

Trust history 

The AWC Employee Benefit Trust is a Voluntary Employees’ Beneficiary Association (VEBA), as 

defined in IRC 501 (c) (9).  The Trust was formed in 1970 by the Association of Washington 

Cities to offer affordable coverage for its cities and towns with participants in Law Enforcement 

Officers and Fire Fighters Pension Plan 1 (LEOFF 1).  Since that time, the Trust has broadened its 

insured membership to include all walks of municipal government and their families.  Today, 

the Trust serves 275 participating entities and insures approximately 36,000 employees and 

family members.   

The Trust currently offers medical, dental, vision, employee assistance program, life insurance, 

long-term disability insurance, and long-term care insurance.  In 1984, the Board of Trustees 

proved to be true visionaries in the health care industry and adopted an innovative health 

promotion project (wellness) as a cost containment tool.  Today, the award-winning Total 

Health Management services of the Trust (available to Regence and Group Health medical 

subscribers) continues to reduce health care costs and improve quality of life for our insured 

members.   

The AWC Trust, one of the first of its kind as a municipal league pool, is nationally recognized 

for excellence and innovation.  Industry respect and long-term, stable relationships with 

insurance carriers, vendors, and consultants have benefited the pool members with quality 

health care programs, trust-worthy technical assistance and financial predictability.  Customer 

advocacy and member-driven decisions continue to be the cornerstone of the Trust mission, 

vision and goals. 
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Planning retreat priority – self-insurance 

As one of the highest priorities emerging from the 2011 

Long Range Strategic Planning Retreat, the Trustees 

dedicated its 2013 meetings to learning about the 

world of self-insurance; hearing in-depth analysis from 

benefit, legal and actuarial consultants; and weighing 

the pros and cons of self-insuring the health care plans. 

On July 25, Trustees instructed staff and consultants to 

proceed with a self-insurance application to the State Risk Manager. Approval was granted on 

August 26, and the Trust will transition its Regence/Asuris, Group Health, WDS and VSP plans 

to self-insurance effective January 1, 2014. 

Cost savings 

One of the overriding factors in the decision is the potential for cost savings to members. Self-

insurance allows the Trust to eliminate several taxes mandatory for fully insured plans including 

a 2% state tax and a 2% – 3% new 2014 federal insurer tax. While our retention and stop loss 

fees were extremely competitive as a fully insured plan, these fees were also lowered with the 

aid of a competitive self-insurance marketplace. Along with all these cost savings, we’ll be able 

to focus on our own trend line, which has been lower than carriers’ trends for many years.  This 

bodes well for not only this year’s rate projections, but future year’s as well. 

The transition to self-insurance will not change the manner in which plans are rated (i.e., the 

Trust will continue to pool all member claims rather than develop rates based upon individual 

employer loss experience).  However, the discussion of large city claims rating is slated to be 

discussed by the Board of Trustees in 2014, and being self-insured certainly enables a broader 

scope of analysis. 

With all these factors considered, the Trust’s 2014 rate projections are very favorable with 0% 

increase projected for most plans. 

Self-insurance plans  Fully-insured plans 

Regence/Asuris Medical 0%  LEOFF I Medicare Advantage Plan 8% 

Group Health Medical 0%  Willamette Dental 0% 

WDS Dental 0%  Life & LTD 0% 

VSP Vision 0%  EAP 0% 

Self-Insurance means a formal 

program of advance funding and 

management of entity financial 

exposure to a risk of loss that is 

not transferred through the 

purchase of an insurance policy or 

contract. 
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Final rates will be adopted by the Board of Trustees on September 26. Look to our website by 

end of day on Friday, September 27, for an updated posting. 

WellCity rate impact 

The WellCity discount is 2% less than the base rate. Ongoing WellCity Award recipients – your 

current rate will be 2% less than the base rate – which means your rate stays the same. For 

cities earning the 2013 WellCity Award for the first time, you’ll get a 2% discount on the 2014 

base rate, meaning your rate this year is actually a 2% savings from your 2013 rate. 

Employee impacts 

For now, know that the impact to employees and their family members is minimal to none: 

 Benefit plan designs remain the same, including the mandated benefit changes under 

the ACA for 2014 

 Employees have access to the same provider networks.  

 Claims will be processed by the same carriers.  

 It is possible that a new ID card will be generated. 

Member Employer impacts 

Impact to employers is equally minimal: 

 Members will still be part of the Trust’s large pool, which will now be self-insured.   

 The monthly bill will still be generated by NWA and due at the same time as current (by 

the 10th of the month).  

 The most notable change for employers will be the council-adoption by resolution of an 

Interlocal Agreement between the jurisdiction and the AWC Trust. 

Interlocal Agreement 

RCW 48.62 authorizes local government entities to self-insure for health care benefits, and 

delegates rule-making authority and oversight to the Washington State Risk Manager.  Chapter 

200-110 Washington Administrative Code sets forth that members of the health care program 

(pool) must be a signatory to the health care program’s Interlocal Agreement, and the Interlocal 

Agreement must be adopted by the local governing body by resolution. 

In order for the Trust to meet the state deadlines, member jurisdictions must provide the 

adopted resolution and Interlocal Agreement no later than November 15, 2013. 

AWC Employee Benefit Trust Health Care Program Reserve Funding 

Self-insured health care programs must establish reserves necessary to fund the termination 

costs of the program and to insulate the program against unusual severity or frequency of 

claims.  The Board of Trustees have pledged reserve funds pursuant to actuarially established 

amounts to satisfy this requirement.  
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Health Care Program 2014 Financials at a glance 

Beginning Program Deposits/Assets1 $15,420,000 

Projected Employer Contributions 
Projected Employee Contributions 
Other Projected Revenues 

$174,672,167 
$19,408,091 

$308,400 

Total Projected Revenues $194,388,586 

Projected Claims Payments 
Projected Operational Expenses2 
Projected Stop Loss Insurance Policy 
Projected Wellness Program Expenses 

$179,155,972 
$12,334,777 

$813,875 
$1,775,561 

Total Projected Annual Expenses $194,080,186 

Projected Year-End Program Assets/Reserves $15,728,400 
1 Projected reserves as of December 31, 2013 are $75,471,971 of which $15,420,000 are pledged as 

beginning health care program assets. 

2Includes claims adjudication, broker fee-for-service, actuary, legal, consultants, and operations. 

Questions 

As always, the Trust is committed to communicating with members. You can expect ongoing 

communications in upcoming For Your Health e-newsletters. If you have any questions 

regarding the Trust’s decision to self-insure, the new rate projections, or the Interlocal 

Agreement feel free to contact an AWC Trust staff member at 1-800-562-8981 or 

benefitinfo@awcnet.org. 
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