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October 1, 2014
The Honorable Larry Phillips
Chair, King County Council

Room 1200

C O U R T H O U S E

Dear Councilmember Phillips:

This letter transmits an ordinance that, if adopted, will enable King County to comply with the Employer Shared Responsibility provisions of the Patient Protection and Affordable Care Act of 2010 (the “ACA”). 
Beginning January 1, 2015, the ACA requires certain large employers, including King County, to offer legally adequate and affordable medical benefits to certain full time employees as that term is defined by the ACA (“ACA Full Time Employees”).  Failure to offer legally adequate and affordable medical benefits to ACA Full Time Employees within certain timelines may result in the assessment of penalties to King County.  Adding ACA Full Time Employees to the list of those County employees who may receive medical benefits will allow King County to comply with the ACA.
Generally, an ACA Full Time Employee is one who is expected to work 30 hours a week or more.  If an ACA Full Time Employee is hired, the employee must be offered legally adequate and affordable benefits within 90 days of hire.  For instance, if a department hired an employee to work 40 hours a week for four months to fill in for someone out on leave, the employee would likely qualify as an ACA Full Time Employee and would need to be offered benefits.

There is an important exception to this general rule.  The exception is for seasonal and variable hour employees as those terms are defined by the ACA.  Generally, a seasonal employee is one who customarily works for six months or less per year and during specific times of the year.  Examples of seasonal employees in King County are Parks Specialists hired in the summers and elections workers hired during elections.  In order to determine if a seasonal employee qualifies as an ACA Full Time Employee, the employer looks back over a year to see if the seasonal employee worked on average 30 hours or more a week.  If the employee did work on average 30 hours or more a week, the employee will be eligible to be offered benefits for the following year, regardless of the number of hours worked in the following year.  The same “look back” methodology is used for variable hour employees.  Variable hour employees are those employees whose hours of work change from week-to-week.  Examples of variable hour employees at King County are Recreational Program Assistants and Aquatics Program Assistants in Parks.  In order to average 30 hours or more in a year and qualify as an ACA Full Time Employee, an employee would need to work 1,560 hours in that year.  As King County generally does not work its unbenefited temporary workforce more than 1,040 hours in a rolling calendar year, it is unlikely that many employees will qualify under this “look back” methodology.

There are two main types of potential penalties for an employer who fails to meet the Employer Shared Responsibility provisions of the ACA.  The first type of penalty is for failing to offer benefits to enough ACA Full Time Employees.  Generally, failure to offer medical benefits to at least 95% of an employer’s ACA Full Time Employees may result in a penalty of approximately $2,000 per year for each and every of the employer’s ACA Full Time Employees.  The second type of penalty is for failing to offer legally adequate and affordable medical benefits to any particular ACA Full Time Employee.  If that employee receives a subsidy on a benefit exchange, the employer may be assessed a penalty of approximately $3,000 per year.  
Costing for this proposed ordinance was done under the assumption that usage of temporary employees in 2015 would be consistent with temporary usage in 2012 and 2013.  A review was conducted of King County employees who were not offered benefits in 2012 and 2013.  Of those employees, only approximately 100 employees per year were identified as potential ACA Full Time Employees.  In order to avoid administrative complexity, the Executive intends to offer the same medical benefits to ACA Full Time Employees as are currently offered to regular King County employees.  The Executive also intends to use the longest look back period, one year, for determining whether seasonal and variable hour employees qualify as ACA Full Time Employees.  Based on these cost assumptions, the cost of implementing the proposed ordinance in 2015 is approximately $550,000 spread across the entire government.
King County is proud of the role it played in enrolling members of the public in health care exchanges during the first phase of ACA implementation.  Now that the Employer Shared Responsibility provisions of the ACA are coming into effect, King County will implement those provisions which apply to King County as an employer with the same care.  Treating employees right leads to recruitment and retention of a quality workforce which is a fundamental component of the King County Strategic Plan.  The increase in the number of King County employees eligible for benefits, though moderate, also furthers the equity and social justice underpinnings of the ACA and the King County Strategic Plan.
Some of the employees implicated by this legislation are represented by King County labor unions.  The Executive’s proposed approach to handling ACA implementation has been discussed with the Joint Labor Management Insurance Committee whose members have approved of the approach.  The Office of Labor Relations is working to identify which labor agreements will need to be modified to allow King County compliance with the ACA.
This ordinance is consistent with the financial stewardship goal in King County’s Strategic Plan.  The costs for administration are minimized because all eligible ACA Full Time Employees will be offered legally adequate and affordable medical benefits within mandated timelines, eliminating potential assessment of penalties on King County.

I ask that Council act on this ordinance before the end of the year to ensure that King County continues to be ACA compliant.

Thank you for your consideration of this ordinance.  If you have any questions, please feel free to contact Richard Hayes, Senior Human Resources Policy Advisor, Human Resources Division, Department of Executive Services, at 206-477-3242.
Sincerely,

Dow Constantine

King County Executive

Enclosures

cc:
King County Councilmembers

ATTN:  Carolyn Busch, Interim Chief of Staff 

  Anne Noris, Clerk of the Council

Carrie S. Cihak, Chief of Policy Development, King County Executive Office (KCEO)
Patti Cole-Tindall, Director, Office of Labor Relations
Dwight Dively, Director, Office of Performance, Strategy and Budget, KCEO
Caroline Whalen, County Administrative Officer, Department of Executive Services (DES)

Nancy Buonanno Grennan, Director, Human Resources Division (HRD), DES

Richard Hayes, Senior Human Resources Policy Advisor, HRD, DES

