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SUBJECT

AN ORDINANCE authorizing the execution of an interlocal agreement between King County, the city of Seattle and the state of Washington regarding participation in a demonstration project of a financially and clinically integrated care model.

SUMMARY

This legislation would authorize King County to enter into an agreement with the Washington State Health Care Authority, Department of Social and Health Services (DSHS), and the City of Seattle for participation in a demonstration project for individuals eligible for both Medicare and Medicaid (“dual eligibles”). The demonstration includes an integrated finance and service delivery care model in which medical, mental health, substance abuse, and long term care services are purchased through a managed care organization. The goals of the demonstration project are to improve the care experience and health outcomes of the dual eligible beneficiaries and decrease overall costs. The agreement attached to the legislation (attachment A to 2014-0072) replaces a previous agreement authorized in February 2013 through Ordinance 17520.
BACKGROUND
Current System: Medicare is a federal program that provides health insurance to Americans ages 65 and older and younger people with disabilities. Medicaid is a program for certain people and families with low incomes and resources that is jointly funded by the state and federal governments, and is managed by the states. Some individuals, known as “dual eligibles” are served by both programs. The dually eligible population presents with the most complex issues with the greatest needs because they cross multiple service systems: medical, developmental disabilities, mental health, and substance abuse. The dual eligibles population is the most costly population for the federal and state systems to serve. 
There are an estimated 36,000 people who are eligible for both Medicare and Medicaid in King County. Currently, mental health, substance abuse, developmental disabilities, long term services and supports, and physical health services for the dually eligible population in Washington and King County are provided through different federal and state financial systems and mechanisms. These various financial mechanisms have differing eligibility requirements and other regulations. Under contract with state and federal governments, King County, through the departments of Public Health and Community and Human Services, provides mental health, substance abuse, developmental disabilities, and physical health services to the dually eligible population. The City of Seattle is responsible for coordinating and providing aging services through the Area Agency on Aging. 
Washington State’s Dual Eligibles Demonstration Project: Washington is one of 15 states that received an 18-month planning grant from the federal Centers for Medicare and Medicaid Services (CMS) to develop innovative, service delivery models that integrate care for dual eligibles. King County is one of only two counties in Washington that will be developing the duals demonstration project. (Snohomish County is the other.) 
Under this grant, Washington State will offer a managed care model to meet the needs of the dually eligible population. This model involves two managed care organizations (United Healthcare and Regence) that will receive a capitated rate for providing medical, mental health, substance abuse, and long term care services and supports, to dual beneficiaries in King County. Having one point of financial and service accountability is a change from the siloed, multi-system, fee-for-service approach currently in place. 
Participation will begin with a voluntary opt-in period starting October 1, 2014 followed by a phased-in passive enrollment of duals into the managed care plans, currently planned for a January 1, 2015 launch. Some dual clients may need to change providers should their particular doctor, therapist, etc., not be in the duals network. It is important to note that participation in the duals project is entirely optional for the clients. Enrollment in the duals demonstration project would be open to approximately 18,000 dually eligible individuals in King County, Executive staff estimate less than half of the duals population will opt in to the project. As noted, participation is voluntary and clients may leave the program and return to their previous fee-for-service model at any time. 
The demonstration project provides a vehicle to: 

· Improve quality and coordination of services and outcomes for clients

· Streamline systems

· Reduce overall costs
In addition, it aligns with the County’s Transformation Plan and positions the County to lead integration efforts statewide and nationally. 

Implications for King County: The Department of Community and Human Services (DCHS), in partnership with the City of Seattle Aging and Disability Services Area Agency on Aging (AAA), has been analyzing the risks and benefits of participating in the duals project in order to determine the greatest benefit for the approximately 36,000 dual eligible beneficiaries in King County. Executive staff have have worked closely with Seattle, the state, and Snohomish County to develop and negotiate terms and conditions for participation in the financially integrated model. 
Participation in the duals demonstration project has potential financial implications for the Mental Health, Chemical Abuse and Dependency Services Division (MHCADSD), which is responsible for managing Medicaid funded mental health and substance abuse services, and the Area Agency on Aging, which is responsible for Medicare and Medicaid funded home and community based services. In both instances, the impact will be dependent upon enrollment: financial impacts could be close to neutral should the managed care plans contract back with the County and City. There is the possibility that layoffs might occur within the City and the County depending on enrollment and contracting.
There are similar implications for community mental health centers and substance abuse treatment providers. Again, impacts could be neutralized if the plans contract back for services.  For nursing homes and hospitals there may be possible payment reductions.

Executive staff state that a financially integrated service delivery model has the potential to improve health outcomes through improved financial flexibility, a single point of accountability for all services, and financially aligned incentives that allow for the right care, at the right time. It is also stated that such a model could help to reduce overall costs by decreasing duplication of services and reducing unnecessary emergency department and inpatient hospital use. 

Staff from DCHS have been conducting outreach to key stakeholders over the past several months to inform them of the potential for County participation in the demonstration project and to receive feedback on any concerns as a result of participation.  

Previous Council Action: Due to requirements by the State, formal support by County legislative bodies has been required at key points throughout the development and negotiation of the demonstration project. Consequently, King County Council has “touched” the duals process twice in as many years:  
2012: Motion 13716 was passed on September 4, 2012, issuing its formal support of the Executive’s participation in the first leg of negotiations related to the duals demonstration project. 

2013: Ordinance 17520 was passed on February 5, 2013, authorizing a three way agreement between the County, City, and State. 

2013 Activities: The interagency agreement facilitated the following activities: 
· Established an Implementation Team
· Defined roles for County and City in project design, health plan selection, and quality and performance monitoring
· Established roles and responsibilities of County/City vs. health plan in crisis and involuntary treatment services
· Established a financial model that maintains stability of service systems during demonstration project

Since February 2013, the State convened the Implementation Team, which includes two representatives from King County and one representative from the City of Seattle. Over the spring and summer, the Implementation Team assisted in the development and review of a Request for Applications (RFA) to select health plans to operate the duals demonstration project. 

On November 27, 2013, Washington State and the CMS finalized a Memorandum of Understanding (MOU) that defines the terms and conditions under which the demonstration project will operate in Washington State. King County has had an opportunity to review these terms and conditions and is ready to move forward with the next phase of the project. 

ANALYSIS
Proposed Ordinance 2014-0075 authorizes the execution of a new interlocal agreement (IA) between the County, City of Seattle and Washington State. The new IA is updated to reflect the current status of the demonstration project. Specifically, the agreement: 
1. Revises the period of performance for the agreement based on a new estimated start date for enrollment

2. Modifies the financial model to reflect the opt in period of enrollment

3. Establishes a local governance team to provide oversight to the project within King County

4. Eliminates contingency requirements as MOU has been finalized

5. Removes the requirement that the Council and the Executive approve the three-way contracts among the Centers for Medicare and Medicaid Service, State and the health plans as the terms and conditions have been detailed in the MOU recently signed by CMS and the state and reviewed by the county
6. Establishes a local Project Governance Team that includes community and providers
The Prosecutor’s Office has reviewed the proposed legislation and agreement; no legal issues were identified. 
Attachment 3, the fiscal note, identifies potential projected financial impacts to King County with participation in the duals project. The financial estimates are based on a number of assumptions and will vary depending on the number of duals that opt into the demonstration project as well as the potential design of the project that could include King County continuing to serve in an administrative function for behavioral health services. It is expected that the Executive would update affected county budgets during the 2015-2016 budget process. 
ATTACHMENTS
1. Proposed Ordinance 2014-0075
2. Transmittal letter dated February 3, 2014 
3. Fiscal note
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