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Metropolitan King County Council
Committee of the Whole

STAFF REPORT

	Agenda Item:
	7
	Name:
	Hiedi Popochock

	Proposed No.:
	2017-0475
	Date:
	January 17, 2018




SUBJECT

An Ordinance to approve two Joint Labor Management Insurance Committee (JLMIC) Memorandum of Agreements (MOA) that would adopt the accountable health network plan for 2018 and 2019, the health maintenance organization and preferred provider organization benefit plans for 2019 and replace the Healthy Incentives program.

SUMMARY

Proposed Ordinance 2017-0475 would approve two JLMIC MOAs. The first MOA would adopt an accountable health network[footnoteRef:1] benefit plan design for 2018 and 2019. The second MOA would adopt the health maintenance organization[footnoteRef:2] and preferred provider organization[footnoteRef:3] plan designs for 2019 and replace the Healthy Incentives program with the Health and Well-Being program. [1:  According to the ACN/AHN report, the accountable care/health network is a form of value-based purchasing. It brings together physicians, hospitals and other partners into focused networks where the amount of money the network receives for treating a population of patients is based in part on the quality of care they deliver and the patient satisfaction with the care they experience. The ACN/AHN report also notes that over time, it is expected that these results-based plans will deliver better care at a lower cost than the current PPO model. ]  [2:  Health Maintenance Organization -- A type of health insurance plan that usually limits coverage to care from doctors who work for or contract with the HMO. It generally won't cover out-of-network care except in an emergency. An HMO may require you to live or work in its service area to be eligible for coverage. HMOs often provide integrated care and focus on prevention and wellness. https://www.healthcare.gov/]  [3:  Preferred Provider Organization -- A type of health plan that contracts with medical providers, such as hospitals and doctors, to create a network of participating providers. You pay less if you use providers that belong to the plan’s network. You can use doctors, hospitals, and providers outside of the network for an additional cost. https://www.healthcare.gov/] 


BACKGROUND 

Joint Labor Management Insurance Committee

The JLMIC consists of labor and County management representatives[footnoteRef:4] that collectively bargain insured benefits for County employees, except those that are part of the Amalgamated Transit Union (ATU), the King County Police Officers Guild (KCPOG), the Puget Sound Police Managers Association (PSPMA) representing Captains, and the Technical Employees Association (TEA) representing employees in the Transit Division. The insured benefits in most union contracts, and for non-represented employees are negotiated by the JLMIC.[footnoteRef:5] [4:  The current JLMIC representatives are Megan Pedersen and Bob Railton from the King County Office of Labor Relations, Denise Cobden from the Professional & Technical Employees Local 17 Union and Dustin Frederick from the Public Safety Employees Local 519 Union. The labor representatives for the JLMIC are selected by the King County Coalition of Unions.]  [5:  http://www.kingcounty.gov/audience/employees/healthy-incentives/news/jlmic-updates.aspx] 


JLMIC Memorandum of Agreement Regarding Insured Benefits. In November 2016, Council adopted Ordinance 18405, which approved the “Memorandum of Agreement Regarding Insured Benefits” (“the JLMIC Benefits Agreement”) between King County and the JLMIC Unions (collectively, “the JLMIC”) that prescribed medical, dental, vision, and life insurance benefits for JLMIC-eligible employees in 2017 and 2018. The conditions that relate to Proposed Ordinance 2017-0475 are described below. 

1. Health and Welfare Plan Provisions. The insured benefits plan provisions for JLMIC-eligible employees during the term of the JLMIC Benefits Agreement are described in Tables 1 and 2. The benefit plan provisions include, but not limited to, maintaining the 2016 JLMIC eligible employees’ out-of-pocket costs for the HMO plan and PPO plan, unless otherwise modified by the JLMIC or modified pursuant to the terms of the JLMIC Benefits Agreement. (Exhibit 4, §6) 

The plan provisions in Tables 1 and 2 are tied to the Healthy Incentives program, which requires County employees to complete a wellness assessment and an individual action plan (i.e., join Weight Watchers, workout for six weeks) prior to July 31 each year in order to achieve the “Gold” level of the benefit plan for the following year. The Gold level benefit plan has the lowest out-of-pocket costs. To achieve the “Silver” level benefit plan, employees are required to complete the wellness assessment or the individual action plan prior to July 31 each year. If an employee does not complete the wellness assessment and the individual action plan by the July 31 deadline, they would maintain the “Bronze” level benefit plan, which has the highest out-of-pocket costs. All County employees start at the Bronze level benefit plan. The employees’ spouse or domestic partner would also have to complete the same requirements in order to achieve the Gold, Silver or Bronze level benefit plan. 

Table 1. 2017-2018 SmartCare Connect HMO Plan
Kaiser Permanente (formerly Group Health)

	SMARTCARE CONNECT

	
	Gold
	Silver
	Bronze

	Annual Deductible
	$0
	$0
	$0

	Office Visit Copay
	$20
	$35
	$50

	Network Emergency Room Copay
	$100
	$100
	$100

	Inpatient Hospital Copay
	$200 then 100%
	$400 then 100%
	$600 then 100%

	Annual Out-of-Pocket Maximum
	$1,000/person
$2,000/family
Rx Copay does not  count towards annual out-of-pocket max
	$2,000/person
$4,000/family
Rx Copay does not  count towards annual out-of-pocket max
	$3,000/person
$6,000/family
Rx Copay does not  count towards annual out-of-pocket max

	Retail Prescription Drug
	$10 generic drugs
$20 preferred brand
$30 non-preferred brand
	$10 generic drugs
$20 preferred brand
$30 non-preferred brand
	$10 generic drugs
$20 preferred brand
$30 non-preferred brand

	Lifetime Maximum
	No limit
	No limit
	No limit



Table 2. 2017-2018 KingCare PPO Plan
Regence BlueShield

	KINGCARE

	
	Gold
	Silver
	Bronze

	Annual Deductible
	$300/person
$900/family
	$600/person
$1,800/family
	$800/person
$2,400/family

	Coinsurance (Medical)
	85% network
65% out-of-network
	75% network
55% out-of-network
	75% network
55% out-of-network

	Emergency Room Copay
	$200
	$200
	$200

	Annual 
Out-of-Pocket Maximum Medical 
(includes deductibles and coinsurance)
	
Network:
$1,100/person
$2,500/family

Out-of-Network:
$1,900/person
$4,100/family

	Network:
$1,600/person
$3,800/family

Out-of-Network:
$2,400/person
$5,400/family
	Network:
$2,000/person
$4,800/family

Out-of-Network:
$2,800/person
$6,400/family

	Retail Prescription Drug
	$7 generic drugs
$30 preferred brand
$60 non-preferred brand
	$7 generic drugs
$30 preferred brand
$60 non-preferred brand
	$7 generic drugs
$30 preferred brand
$60 non-preferred brand

	Annual 
Out-of-Pocket Maximum (Rx)
	$1,500/person
$3,000/family
	$1,500/person
$3,000/family 
	$1,500/person
$3,000/family 

	Lifetime Maximum
	No limit
	No limit
	No limit

	Benefit Access Fee
	$100 per month
	$100 per month
	$100 per month



2. Modification to Plan Provisions and Administration of Protected Fund Reserve. The JLMIC is empowered to negotiate and implement modifications to insured benefits for JLMIC-eligible employees during the term of the JLMIC Benefits Agreement. The JLMIC will negotiate any changes to the plan provisions and/or supplemental premium funding methodology to be effective on January 1 of the following calendar year.

3. Supplemental Medical Plans and Healthy Incentives. During the term of the JLMIC Benefits Agreement, the JLMIC will add supplemental plan options beyond the HMO Plan and the PPO Plan for the 2018 benefit year. In addition, the JLMIC agrees to negotiate changes to the Healthy Incentives program to be effective for the 2018 benefit year; provided that, in the absence of agreement to the contrary, the County will absorb any additional cost above the status quo 2016 cost associated with those changes for the life of the JLMIC Benefits Agreement. 

2017-2018 Budget Proviso: Report on Accountable Care Networks

In the 2017-2018 Biennial Budget Ordinance, Ordinance 18409, Council approved a budget proviso that required the Executive to transmit a report on accountable care networks (ACN), which is currently known as accountable health networks (AHN), as an additional health plan option for the County.

Ordinance 18409, Section 121, Proviso P1 reads: 

“Of this appropriation, $1,000,000 shall not be expended or encumbered until the executive transmits a report to the council on the executive’s proposal to include one or more accountable care networks (“ACNs”) as an additional health plan option for county employees and a motion that should acknowledge receipt of the report and reference the subject matter, the proviso’s ordinance, ordinance section and proviso number in both the title and body of the motion and a motion acknowledging receipt of the report is passed by the council.

The report shall include, but need not be limited to:

A.  An explanation of what ACNs are and how they work;
B.  An explanation of the advantages and disadvantages of ACNs, both in general and for King County in particular;
C.  A detailed description of the ACN plan configuration options, such as deductibles, copayments, coinsurance, and annual out-of-pocket maximum payments, that the executive is considering and the advantages and disadvantages of each; and
D.  A cost-benefit analysis of offering ACNs to county employees as a health plan option.

The executive should file the report and a motion required by this proviso by January 31, 2017, in the form of a paper original and an electronic copy with the clerk of the council, who shall retain the original and provide an electronic copy to all councilmembers, the council chief of staff, the lead staff for the government accountability and oversight committee and the labor policy committee, or their successors.”

The Executive transmitted the report (“the ACN/AHN report”) (Attachment 2) to Council and its receipt was acknowledged by Council in Motion 14877.



Proposed Accountable Health Networks MOA

In accordance with the JLMIC Benefits Agreement, the JLMIC will add supplemental plan options in addition to the HMO plan and the PPO plan offerings for the 2018 benefit year. The proposed ordinance would adopt an AHN plan option that is beyond the SmartCare Connect or Kaiser Permanente (the HMO plan) and KingCare or Regence BlueShield (the PPO plan) plans. 

2018-2019 Proposed AHN Plan. Table 3 below illustrates the 2018 and 2019 KingCare Select AHN plan design in Attachment A of the proposed ordinance that was agreed to by the JLMIC. According to the ACN/AHN report, JLMIC-eligible employees would be able to select one of the four AHNs available in the Puget Sound region: Eastside Health Network (Evergreen Health Partners-Overlake), The Everett Clinic, MultiCare Connected Care, and University of Washington Medicine.

Table 3. 2018-2019 Proposed KingCare Select AHN Plan

	KINGCARE SELECT

	
	In-Network
	Out-of-Network

	Deductible
Single/Family
	$0/$400
	$500/$1,500

	Out-of-pocket
(Deductible + copay)
Single/family
	$1,100/$2,400
	$2,500/$5,500

	Office Visit
Copay/Coinsurance
	$20
(no deductible)
	40%

	Inpatient Hospital
Copay/Coinsurance
	10%
	40%

	Emergency Room
	$200 copay, 10% coinsurance

	Retail Prescription Drug
(Mail 2x Copay)
	Out-of-pocket limit on Rx drugs
$1,500/$3,000

	Generic
	$5 copay

	Brand Formulatory
	$25 copay

	Non-Formulatory
	$75 copay

	Benefit Access Fee
	$0

	Actuarial Value[footnoteRef:6] [6:  The percentage of the total average costs for covered benefits that the plan will cover. For example, the person would be responsible for 7 percent of the costs of the covered benefits if the plan selected has an actuarial value of 93 percent on average.] 

	93%



The proposed ordinance would also authorize the following provisions for the AHN plan:

1. As an incentive to select the AHN plan option, the annual deductible for 2018 and 2019 will be $0 per single only with a maximum of $400 per family. Beginning in 2020, the annual deductible rates will be $200 per singly only with a maximum of $600 per family; and

2. In the event that at least 15 percent of the JLMIC-eligible employees elect the AHN plan option during the fall 2018 open enrollment, the JLMIC will negotiate additional short-term and/or long-term disability plan options to be implemented no earlier than 2020 should the JLMIC reach agreement on one and/or both disability plan options.

Proposed Healthy Incentives and 2019 Benefit Plan Designs MOA

The JLMIC Benefits Agreement also required the JLMIC to negotiate changes to the County’s Healthy Incentives program to be effective for the 2018 benefit year. The proposed ordinance would replace the Healthy Incentives program with a Health and Well-Being program. The proposed ordinance would also adopt the 2019 benefit plan designs for the HMO and PPO plans to reflect the elimination of the Healthy Incentives program. As mentioned previously, the Healthy Incentives program was tied to the County’s benefit plan designs and requires County employees to take specific actions prior to July 31 each year in order to determine their color level (Gold, Silver or Bronze) for their benefit plan the following year. Table 4 (Attachment B to the proposed ordinance) below illustrates the 2019 proposed HMO and PPO plan designs for JLMIC-eligible employees. 

Table 4. 2019 Proposed HMO and PPO Plan Designs 

	
	SMARTCARE CONNECT
Kaiser Permanente
(HMO)
	KINGCARE
Regence BlueShield
(PPO)

	
	In-Network
	In-Network
	Out-of-Network

	Deductible
Single/Family
	$0
	$300/$900

	Out-of-pocket
(Deductible + copay)
Single/family
	$1,000/$2,000
	$1,100/$2,500
	$1,900/$4,100

	Office Visit
Copay/Coinsurance
	$20 Copay
	15%
	35%

	Inpatient Hospital
Copay/Coinsurance
	$200 Copay
	15%
	35%

	Emergency Room
	$100 Copay 
($150 for out-of-network)

	$200 Copay, 15% Coinsurance

	Retail Prescription Drug
(Mail 2x Copay)
	Copays apply to out-of-pocket maximum
	Out-of-pocket limit on Rx drugs:
$1,500/$3,000

	Generic
	$10 Copay
	$7 Copay

	Brand Formulatory
	$20 Copay
	$30 Copay

	Non-Formulatory
	$30 Copay
	$60 Copay

	Benefit Access Fee
	$0
	$100

	Actuarial Value[footnoteRef:7] [7:  The percentage of the total average costs for covered benefits that the plan will cover. For example, the person would be responsible for 7 percent of the costs of the covered benefits if the plan selected has an actuarial value of 93 percent on average.] 

	96%
	91%



ANALYSIS

Accountable Health Networks MOA

As mentioned previously, the JLMIC Benefits Agreement required the addition of supplemental benefit plan options beyond the traditional HMO and PPO plans for the 2018 benefit year. To effectuate this provision, Executive staff offered the AHN plan in the open enrollment period (November 1-15, 2017) for benefits in 2018. The proposed ordinance, which was transmitted to the Council on November 1, 2017, would approve the AHN plan designs for 2018 and 2019.  The County did not offer an AHN benefit plan option for its employees in the past. Attachment 3 to this staff report illustrates the 2018 benefit plan designs offered for JLMIC-eligible employees. 

According to Executive staff, over 500 JLMIC-eligible employees enrolled in the new AHN plan, KingCare Select for the 2018 benefit year. It was assumed by the County’s benefits consultant, Mercer, that the shift in enrollment from KingCare to KingCare Select would be approximately five percent. Executive staff state that the JLMIC achieved a six percent shift in enrollment for 2018. Executive staff also indicate that there were no SmartCare Connect enrollees that shifted to KingCare Select during the open enrollment period.

Fiscal Impact.  As mentioned above, the County’s benefits consultant assumed a five percent enrollment shift from KingCare to KingCare Select, which equates to approximately $110,000 in cost savings in 2017 and 2018 combined, according to the Executive’s fiscal note (Attachment 5). The fiscal note also explains that the amount of savings realized depends on the number of employees that elect the KingCare Select option. Cost savings could reach as high as $1.8 million, if 25 percent of employees move from KingCare to KingCare Select.  

Healthy Incentives and 2019 Benefit Plan Designs MOA

According to Executive staff, under the Health and Well-Being program starting in 2018, JLMIC-eligible employees and their spouse or domestic partner will no longer be required to complete the process steps of the Healthy Incentives program to determine their benefit plan color (Gold, Silver or Bronze) level for the 2019 benefit year. Attachment B of the proposed ordinance highlights that the plan designs for 2019 are the same as the “Gold” level plan designs for 2018, shown in Attachment 3 to this staff report.

Fiscal Impact. According to Executive staff, no significant cost savings are expected to be realized due to the discontinuation of the Healthy Incentives program. The Human Resources Management Division will propose to reallocate the Healthy Incentives program funding to support the new Health and Well-Being program in the 2019-2020 budget process.

[bookmark: _GoBack]Staff analysis is ongoing.





ATTACHMENTS

1. Proposed Ordinance 2017-0475, Attachment A: MOA ACN and Attachment B: Healthy Incentives
2. Accountable Care Networks Proviso Response Report
3. 2018 Benefit Plan Designs for Regular Employees
4. Transmittal Letter
5. Fiscal Note

INVITED

1. Megan Pedersen, Director, Office of Labor Relations (JLMIC representative)
2. Bob Railton, Manager, Office of Labor Relations (JLMIC representative)
3. Denise Cobden, Professional & Technical Employees Local 17 Union (JLMIC representative)
4. Dustin Frederick, Public Safety Employees Local 519 Union (JLMIC representative)
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