[image: KClogo_v_b_m2]

Metropolitan King County Council
Committee of the Whole

STAFF REPORT

	Agenda Item:
	6
	Name:
	Sahar Fathi

	Proposed No.:
	2018-0546
	Date:
	December 5, 2018




SUBJECT

Proposed Ordinance 2018-0546 would adopt a Memorandum of Agreement (MOA) between King County and the union members of the Joint Labor Management Insurance Committee (JLMIC), modifying the plan provisions and funding of the County’s fully insured and self-insured medical, dental, vision, disability, accidental death and dismemberment, and life insurance programs (“insured benefits”).

SUMMARY

King County and the JLMIC are parties to an agreement ("the JLMIC Benefits Agreement") that provides medical, dental, vision, and life insurance benefits for the years 2019-2020 to:

1. All represented county employees, except those represented by the Amalgamated Transit Union (“ATU”), Local 587, the King County Police Officers Guild (KCPOG) (deputy sheriffs), the Puget Sound Police Managers Association (PSPMA) (representing captains and majors), and the Technical Employees’ Association (TEA) representing employees in the Transit Division; and 
2. All non-represented county employees who are eligible for benefits.

Proposed Ordinance 2018-0546 would approve and adopt an MOA that makes the following changes in the JLMIC Benefits Agreement:
1. Extends the 2019 plan design agreements (i.e. deductibles, annual maximum out-of-pocket cost, copays, and coinsurance) for the Health Maintenance Organization Plan (HMO), Preferred Provider Organization Plan (PPO) and Accountable Health Network Plan (AHN) through 2020. 
2. Monthly funding rate King County paid in 2018 on behalf of each eligible employee will remain the same for 2019-2020. 

3. Reinstates the early retiree subsidy that had been discontinued in 2017.

4. Enhances the hardware allowance under the vision plan from $130 to $200 every 24 months.

5. Reduces the waiting period to 90 days from 180 days for long-term disability plan.

6. Offers an optional, employee paid short-term disability plan.


BACKGROUND 

The Joint Labor Management Insurance Committee (JLMIC) consists of representatives of the county and many of the labor unions that represent county employees. The union representatives on the JLMIC are listed on the signature page of the MOA as Dustin Frederick from the Public Safety Employees Union and Denise Cobden from the Professional and Technical Employees, Local 17.

Table 1 provides a detailed account of how the Joint Labor Management Insurance Committee (JLMIC) Benefits Agreements have changed since 2014.





























Table 1: Joint Labor Management Insurance Committee (JLMIC) Benefits Agreements, Adopted 2014-2019, Proposed 2019-2020.

	
	Ordinance 18104 (2014-2016)
	Ordinance 18405 (2017-2018)
	Ordinance 18646
(2018-2019)[footnoteRef:1] [1:  Note that this ordinance was to approve two Joint Labor Management Insurance Committee (JLMC) Memorandum of Agreements (MOAs) that adopted the accountable health network plan for 2018 and 2019 and the health maintenance organization and preferred provider organization plans for 2019 and replaced the Healthy Incentives program.] 

	Proposed 2018-0546 (2019-2020)

	Benefit Access Fee[footnoteRef:2] [2:  The fee charged to employees for KingCare coverage of their spouses who have other coverage available, but who choose to use KingCare coverage instead.] 

	Raised from $75 per month to $100 per month.
	
	
	

	Preventative Services 
	Agreed to cover preventive services in accordance to the Affordable Care Act for “non-grandfathered plans,”[footnoteRef:3] at no cost to employees. [3:  Because King County’s benefit plan was in existence before the effective date of the ACA and has not been amended in a manner that increases the cost to individual employees by more than five percent, the King County plan is exempt from certain ACA requirements. Nevertheless, the proposed new MOA provides that the County plan will cover the same preventive services that are required of non-grandfathered plans.] 

	
	
	

	Protected Fund Reserve (PFR)
	Established a PFR of almost $26 million.
	
	
	

	Employer contribution (“funding rate”)
	Increased by 4% each year.
	No increase in 2017[footnoteRef:4], 4% increase in 2018. [4:  Absence of increase in 2017 represented a savings compared with prior years. To the extent that the County’s actual health care costs increased in 2017, the increase was expected to be covered by drawing from the JLMIC Protected Fund Reserve which was considered larger than it needed to be to guard against unexpected increases in health care costs. ] 

	
	No increase in 2019 and 2020 from 2018 rate.

	Emergency Room and Prescription Copay
	
	Emergency Room Co-Pay increased from $100 to $200 for Regence members, effective January 1, 2017.
	
	Agrees to cover the following services because the SmartCare plan (HMO) lost its “grandfather” status under the ACA: Emergency room and prescription co-pays to apply to annual out-of-pocket maximum and emergency room copay for out-of-network coverage to be the same rate as the in-network emergency room copay.

	Early Retiree Medical Health Coverage[footnoteRef:5] [5:  The County had provided a substantial subsidy to early retirees from county employment who chose to buy healthcare from the County until they became eligible for Medicare. ] 

	
	Subject to end effective January 1, 2017.
	
	Reinstated - JLMIC-Eligible employees who retire from County service and elect JLMIC benefits plan upon retirement are eligible for medical premium subsidy. 

	Domestic Partner Benefit
	
	Changed to match state law effective January 1, 2018.
	
	

	Supplemental Medical Plans
	
	MOA required the addition of “supplemental plan options beyond the PPO Plan (Regence) and the HMO Plan (Group Health) for the 2018 benefit year.”[footnoteRef:6] [6:  Signaling that the Executive was focusing on Accountable Care Networks (The Executive described these as results-based plans that brought together physicians, hospitals, and other partners into narrow networks where the amount of money the network received for treating a population of patients, with the expectation that these would deliver better care at a lower cost than the PPO model in place at the time). ] 

	Adopted the accountable health network benefit[footnoteRef:7] plan design for 2018-2019. [7:  In the 2017-18 Biennial Budget Ordinance, Ordinance 18409, the Council approved a budget proviso that required the Executive to transmit a report on accountable care networks (ACN), known as accountable health networks (AHN), as an additional health plan option for King County. The report was transmitted to Council and its receipt was acknowledged through Motion 14877 by the Council. Ordinance 18646 adopted the AHN plan that the JLMIC agreed to with the County. According to the report transmitted, JLMIC-eligible employees would be able to select one of the four AHN’s available in the Puget Sound region: Eastside Health Network (Evergreen Health Partners – Overlake), The Everett Clinic, MultiCare Connected Care and University of Washington Medicine. The ordinance also authorized an incentivized annual deductible rate if the AHN plan were selected. ] 

	Agreed to extend 2019 plan design agreements for HMO, PPO, and AHN through 2020. 

	Health Incentives
	
	Required negotiation of changes to the Healthy Incentives program to be effective for the 2018 benefit year with any additional cost to be borne by the County unless otherwise agreed. 
	Adopted the health maintenance organization[footnoteRef:8] (HMO) and preferred provider organization[footnoteRef:9] (PPO) plan designs for 2019 and replaced the Healthy Incentives program with the Health and Well-Being program.[footnoteRef:10] [8:  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/]  [9:  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/]  [10:  As of 2018, under the Health and Well-Being program, JLMIC-eligible employees and their spouse or domestic partner were no longer required to complete the process steps of the Healthy Incentives program to determine their benefit plan color (Gold, Silver or Bronze) level for the next year. ] 

	

	Vision Plan
	
	
	
	Enhances hardware allowance from $130-$200 every 24 months.

	Disability Plan
	
	
	
	Reduces the waiting period to 90 days from 180 days for long-term disability plan and offers an optional, employee paid short-term disability plan.






ANALYSIS

Current Memorandum of Agreement (2019-2020)

Below is a summary of the changes and updates in the 2019-2020 JLMIC MOA:

Employer Contribution Funding Rate[footnoteRef:11]: No increase in 2019 and 2020 from 2018 rate. There is 0% increase because there are sufficient resources in the Protected Fund Reserve to cover anticipated costs. The JLMIC Protected Fund Reserve was established in 2013 and is estimated to exceed $64 million by year-end 2018; the rate freeze draws this down to $53 million by year-end 2020. There is no impact on level of services for County employees. [11:  The “funding rate” is the County's per-employee contribution toward benefit costs.] 


Emergency Room Co-Pay: There is a loss of grandfather status[footnoteRef:12] under the Affordable Care Act (ACA) due to changes in Kaiser Permanente. As a result, emergency room and prescription co-pays are to apply to the annual out-of-pocket maximum and emergency room copay for out-of-network coverage to be the same rate as the in-network emergency room copay. [12:  An individual health insurance policy plan purchased on or before March 23, 2010 is considered a “grandfathered” health plan. Plans may lose “grandfathered” status if they make certain significant changes. www.Healthcare.gov. ] 


Early Retiree Medical Health Coverage: The MOA reinstates the early retiree medical health coverage subsidy that was eliminated in 2017. JLMIC-Eligible employees who retire from County service and elect JLMIC benefits plan upon retirement are eligible for a medical premium subsidy. 

Supplemental Medical Plans: Agreed to extend 2019 plan design agreements for HMO (Health Maintenance Organization), PPO (Preferred Provider Organization), and AHN (Accountable Health Networks) through 2020.

Vision Plan: Enhances hardware allowance from $130 to $200 every 24 months.

Long-Term and Short-Term Disability Plans - Reduces the waiting period to 90 days from 180 days for the long-term disability plan and offers an optional, employee paid short-term disability plan.

Fiscal Impacts

Proposed Ordinance 2018-0546 would adopt the MOA that would make the changes described below. According to the Executive’s Fiscal Note, 2020 costs are expect to be 5% higher than in 2019. 

The following increase in costs are to be expected:
· Long-Term and Short-Term Disability Plan: 
· Long-Term Disability Plan - This MOA reduces the waiting period to 90 days from 180 days. The Benefit amount cap will increase from $6,000 per month (maximum) to $7,200 per month (maximum). The Benefit percentage of 60% will remain the same. The Executive estimates the cost to be $862,000.
· Short-Term Disability Plan - An employee paid short-term disability plan will be offered. This is projected to be entirely backed by employee contributions. Projected gross cost in 2019-20 is $3.5 million.
· Vision Plan: An allowance for optical frames/contacts will be increased from $130 to $200 per 24 months. The Executive estimates the cost to be $160,000.
· Early Retiree Medical Health Coverage: this MOA reinstates the Early Retiree subsidy that had ended in 2017. Retirees will be allowed to purchase a benefit plan of their choice – the Executive estimates the cost to be $800,000.
· Emergency Room and Prescription Co-Pays: There is a loss of grandfather status under ACA due to changes in Kaiser Permanente. As a result, emergency room and prescription co-pays are to apply to the annual out-of-pocket maximum and emergency room copay for out-of-network coverage to be the same rate as the in-network emergency room copay. The Executive estimates the cost to be $150,000.

ATTACHMENTS

1. Proposed Ordinance 2018-0546 (and its attachments)
2. Transmittal Letter
3. Fiscal Note

INVITED

1. Megan Pedersen, Director, Office of Labor Relations
2. Bob Railton, Labor Relations Manager
3. Dustin Frederick, Co-Chair, Joint Labor Management Insurance Committee
4. Denise Cobden, Co-Chair, Joint Labor Management Insurance Committee
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