
WORKERS’ COMPENSATION 
TRUST AGREEMENT 

 
THIS WORKERS’ COMPENSATION TRUST AGREEMENT (the “Trust Agreement”) is 
made as of the _____ day of _________, 2017, by THE CITY OF SURPRISE, 
ARIZONA, as Trustor, and the Surprise Board of Trustees for the benefit of Eligible 
Participants. 

 
ARTICLE I. GENERAL PROVISIONS 

 
A.  The trust created by this Agreement shall be known as the CITY OF 

SURPRISE WORKERS’ COMPENSATION TRUST. 
B. The Boards shall conduct business and act on behalf of the Trust in such name. 

C. The Trust may sue or be sued in such name. 
 

ARTICLE II. PURPOSE 

 
The purpose of this Trust is to establish a distinct legal entity to self-fund   Workers’ 

Compensation Benefits in accordance with the provisions of Arizona law, and to 

authorize the management, funding, and administration of the fund for direct payment 

of benefits, losses, claims, or any combination of insurance direct payments for the 

benefit of Eligible Participants, in accordance with the Plan as authorized pursuant to 

Surprise Municipal Code Chapter 4, Claims Management. 

 
ARTICLE Ill. DEFINITIONS 

 
As used in this Agreement, the following terms shall have the indicated meanings: 

 
"Board" means the initial Board of Trustees, and any individual that becomes a 

successor trustee pursuant to the Surprise Municipal Code Section 4-5. 

 
"Workers’ Compensation Benefits" means the benefits provided to Eligible 

Participants through the terms of the Plan established by this Trust Agreement and in 

accordance with Arizona law.   

 
"Eligible Participant(s)" means any employee of the employer permitted by laws of 
the State of Arizona, or the City Code who has incurred a valid workers’ compensation 
claim under the law of the State of Arizona and for whom the employer is obligated to 
make contributions to the Trust under any Plan established pursuant to this Trust 
Agreement. 
 
"Plan" means the arrangement under which City provides self-insurance for obligations 
arising pursuant to the provisions of Title 11, Chapter 7, Article 5 and Title 23, 
Chapters 6 of the Arizona Revised Statutes and/or any other compensation due to a 
former or current City of Surprise employee which is in the nature of workers’ 
compensation. 

 



"Trust" means the legal entity hereby established as authorized pursuant to Surprise 

Municipal Code Chapter 4, Claims Management, and  the laws of the State of 

Arizona. 

 
ARTICLE IV. DUTIES OF TRUSTOR 

 
The Trustor shall: 
 
A. Open an account for the assets of the Trust. 

B. Adequately fund the Trust. 

C. Provide City staff as necessary to help the Board with the day-to-day operations 
of the Trust. 

D. Maintain bonding for Trust Board members through the City’s General Liability 
policy, as required by Arizona Revised Statute 11-981(B)(3) and Municipal Code 
Section 4-5(c)(3). 

E. Take any other necessary action as may be required by law.  
 

ARTICLE V. POWERS AND DUTIES OF THE BOARD. 

 
In furtherance of the purpose of the Trust , as set forth in this Trust Agreement, 
the Board shall: 

 
A. Observe the standard in dealing with the assets of the Trust that would be 

observed by a prudent man dealing with the property of another. 
 

B. Comply with all applicable requirements of local, state and federal law relating 
to municipal self-insurance programs for the management and administration of 
employee workplace injury benefits, including but not limited to acquiring stop-
loss insurance/excess policy. 

 
C. Cause the Trust funds to be maintained by a bank or other financial institution with 

a Uniform Financial Institutions Ratings System (UFIRS) composite rating of 1, as 
the Board may reasonably require, consistent with the requirements of this Trust. 

 
D. Cause the bank or other financial institution that maintains the Trust funds to 

make available to the Board a daily and a monthly statement, which identifies 
all Trust transactions made as of the date of the statement (in the case of a daily 
statement for the preceding business day, or in the case of a monthly 
statement for the preceding month) including such supporting documentation or 
detail as the Board or its authorized designee may reasonably request. 

 
E. Have an annual audit of the Trust administered by the Board pursuant to A.R.S. 

§11-981(B), and for such interim audits as the Board deems necessary and 
appropriate. The cost of any such audit shall be paid by the Trust. Results of 
any audits shall be provided to the City Council and copies of such audits shall 
be provided to the City Clerk and regulatory bodies as required by law. 

 
F. Delegate in writing the power and authority to staff made available by the Trustor 



to carry out the day-to-day administration of the Trust and to prepare the 
financial statement for the annual audit required by  State law and provide to such 
staff all information necessary to prepare such statement in accordance with 
generally accepted accounting principles, and to otherwise comply with the 
oversight provisions set forth in this Trust Agreement and the Surprise Municipal 
Code, or as otherwise required by law. 

 
G. Engage and oversee competent professionals and other staff to accomplish 

the purposes of the Trust as set forth in this Trust Agreement, in compliance with 
local, state or federal law, including professionals to provide accounting and 
auditing services, financial advisory services, and health care advisory services 
as the Board deems necessary and appropriate, and to delegate such 
administrative authority deemed necessary or convenient by the Board. 

 
H. Provide input and recommendations to the City Council, along with City staff 

and consultants, regarding Trust funding levels in order to establish and 

maintain, from contributions or other appropriations, reserves necessary to 

provide stability and security of the Trust, in accordance with sound actuarial 

and underwriting principles. 

 
I. Without further specific action of the Board, disburse or authorize 

disbursement of moneys from the Trust for any of the following purposes: 

 
1. Payment to Workers’ Compensation Benefits providers by wire or other 

transfer to the designated accounts of each such administrator, in 

accordance with the federal, state and local law and any agreement 

between the Trustor and such administrator. 

 
2. Payment of money due and owing by reason of contract, bond, benefit 

plan, policy of insurance (including stop loss/excess insurance), obtained 

pursuant to this Trust Agreement or as may be required by law. 

 
3. Payment of contributions or premiums due on fidelity, performance, errors 

and omissions, or other bonds and insurance which the Board is 

required to maintain. 

 
4. Reasonable and necessary expenses incurred by the Board for such 

items as travel, meals, lodging, telephone calls, and other out-of-pocket 

expenses incurred in performing their duties shall be compensated in 

accordance 

 
Except as specifically provided in this section, Trust funds administered by the 

Board shall not be disbursed, expended or obligated without express approval 

of the Board. 

 
J. Maintain accurate records and accounts of all transactions, consistent with 

generally accepted accounting practices, which shall be available at all 



reasonable times for inspection in accordance with State law. 

 
K. Have such other powers and authority necessary to implement all other 

obligations of the Board under this Trust Agreement, or as may be required 

by law.  

 
L. Return all assets in the Trust Fund to the Trustor for deposit in its general fund 

upon dissolution of the Trust Fund as set forth in this Trust Agreement. 

 
M. Cause all other appropriate actions to be taken in connection with the Trust 

and this Trust Agreement that is necessary to carry out its obligations 

hereunder or as may be required by law. 

 

 

VI. INDEMNIFICATION 

 

The Trustor agrees to and does, to the extent permitted by law, hereby indemnify and 

hold the Board harmless for, from and against any and all claims, expense, liens, 

judgments, liability or loss whatsoever, including reasonable legal fees and expenses 

relating to, or in any way arising in connection with this Trust Agreement and Trust. The 

right of the Board to indemnification from the Trustor shall not extend to claims, suits 

and actions successfully brought against the Board for, or losses, liabilities or expenses 

incurred as a result of, any of the Board's own bad faith, willful misconduct or breach of 

trust. The Trustor shall give notice to the Board of any event or condition that requires 

indemnification by the Trustor hereunder, or of any allegation of such event or condition, 

promptly upon obtaining knowledge thereof. To the extent that the Trustor makes or 

provides for payment to the satisfaction of the Board under the indemnity provisions 

hereof, the Trustor shall be subrogated to the rights of the Board with respect to such 

event or condition and shall have the right to determine the settlement of claims 

thereon, it being agreed that except to the foregoing extent, the Board shall have the 

right to determine such settlement. The Trustor shall pay all amounts due hereunder 

promptly upon notice thereof from the Board. In case any action, suit or proceeding is 

brought against the Board, by reason of any act or condition which requires 

indemnification by the Trustor hereunder, the Board shall notify the Trustor promptly of 

such action, suit or proceeding, and the Board may (and will upon the request of the 

Board), at the Trustor's expense, resist and defend such action, suit or proceeding, or 

cause the same to be resisted and defended by counsel designated by the Trustor and 

approved by the Board. If the Board desires to participate in the defense of such action, 

suit or proceeding through its own counsel, it may do so at its own expense. These 

indemnity provisions shall survive dissolution of the Trust  and termination of this Trust 

Agreement. 

 

VII.  DISSOLUTION AND TERMINATION. 

 

In accordance with state and local law, if the Trustor determines that it will no longer 

provide the Workers’ Compensation Benefits, any other fully self-insured or direct pay 

workers’ compensation plan for the Eligible Participants, or a trust is no longer required 



by law for such plans, the Trustor may dissolve the Trust and terminate this Trust 

Agreement after payment of all valid outstanding liabilities or obligations, and upon 

notice of such dissolution and termination , the Board shall cause any remaining funds 

in the Trust to be transferred to the Trustor for deposit in its general fund. 

 

VIII. MISCELLANEOUS. 

 

A. Waiver. No waiver of any of the provisions of this Trust Agreement by the parties 

shall constitute a waiver of any other provision, whether or not similar, nor shall any 

waiver be a continuing waiver. No waiver by either party of any provision hereof shall 

be binding unless executed in writing by the Board or the Trustor, as appropriate. 

 

 

B. Further Assurance. The parties agree in good faith to execute such further or 

additional documents as may be necessary or appropriate to fully carry out the intent 

and purpose of this Trust Agreement. 

 

C. Amendments. This Trust Agreement may be amended at any time; provided, that, 

such amendment must be in writing and otherwise comply with applicable law. 

 

D. Governing Law. This Trust Agreement shall be governed by and construed in 

accordance with the laws of the State of Arizona. 

 

E. Conflicts. In the event of a conflict among the terms of this Trust Agreement, the 

Surprise Municipal Code or state law, state law shall control. In the event of a conflict 

between the Surprise Municipal Code and this Trust Agreement, the Surprise 

Municipal Code shall control. 

 

F, No Right, Title, or Interest. No individual, including but not limited to, Eligible 

Participants, trustees, or beneficiaries shall have any right, title, or interest in the 

Trust or any right to contributions to be made thereto, or any claim against the Trust 

on account thereof, except as expressly provided by this Trust Agreement or the 

Plan, and then only to the extent the benefits payable to such person under the Plan.  

 

G. Non-alienation of Benefits. The Trust shall not be subject in any manner to 

anticipation, alienation, sale, transfer, assignment, pledge, encumbrance, charge, 

garnishment, execution or levy of any kind, either voluntary or involuntary, including 

any such liability which is for alimony or other payments for the support of a spouse, 

former spouse or any relative, until such payment has been actually received by the 

Eligible Participant.  Any attempt to anticipate, alienate, settle, transfer, assign, 

pledge, encumber, charge or otherwise dispose of the same shall be void.  The Trust 

shall not in any manner be liable for, or subject to, the debts, contracts, liabilities, 

engagements or torts of any person entitled to benefits under the Plan. 

 

H. Service of Claims and Process. The Trust is declared to be a public entity for 

purposes of service of claims and process pursuant to Title 12 of the Arizona 

Revised Statutes.  All claims and legal process must be served on the City Clerk of 



the City of Surprise in person, together with any other requirements of Title 12 of the 

Arizona Revised Statues. 

 

IN WITNESS THEREOF, the parties have executed this Trust Agreement on the date 

set forth above. 

 

      TRUSTOR 

      CITY OF SURPRISE, a municipal corporation 

 

 

 

      By: _________________________________ 

       Sharon Wolcott, Mayor 

 

 

ATTEST: 

 

______________________________ 
Sherry Aguilar, City Clerk 
 
 

APPROVED AS TO FORM: 

 

_____________________________ 

Robert Wingo, City Attorney 

 

 

STATE OF ARIZONA  ) 

) ss. 

COUNTY OF MARICOPA  ) 

 

The foregoing instrument was acknowledged before me this __ day of 

________________ 2017, by_____________________ the 

_______________________________ of the CITY OF SURPRISE, ARIZONA, a 

municipal corporation, on its behalf. 

  

IN WITNESS WHEREOF, I hereunto set my hand and official seal. 

 

_________________________ 

Notary Public 

 

 

 

 

 

 



 

 

 


