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Metropolitan King County Council
Transportation, Economy, and Environment Committee

STAFF REPORT

	Agenda Item:
	8
	Date:
	August 30, 2016

	Proposed No.:
	2016-0405
	Name:
	Nick Wagner



SUBJECT

Approval of a memorandum of agreement with the Amalgamated Transit Union, Local 587 (ATU), regarding the ATU Benefits Plan for 2017 and related issues.

SUMMARY

Proposed Ordinance 2016-0405 (Att. 1) would approve a memorandum of agreement (MOA) (Att. 1-A), dated August 11, 2016, between King County and the Amalgamated Transit Union, Local 587 (ATU). The MOA would govern benefits for about 4,000 benefits-eligible employees represented by ATU in the Transit Division of the Department of Transportation (DOT) and would replace the parties’ 2014-2016 MOA on benefits, which had been modified by a 2015 MOA.[footnoteRef:1] [1:  The 2014-2016 MOA was imposed by an interest arbitration award in the County’s favor in August 2013. Since the MOA was imposed through interest arbitration (and therefore could not be rejected), it was not transmitted to the Council for adoption by ordinance, though the Council was informed about the MOA, and a copy was provided to the Council informally. The 2015 MOA was approved by the Council on October 26, 2015, by Ordinance 18134.] 

The proposed new MOA includes the following provisions, which are described in greater detail in the Analysis section of this staff report:
1. 6.2 percent increase in the County’s monthly contribution per bargaining unit employee for 2017 (from $1,465 in 2016 to $1,556 in 2017);
2. No change in benefit plan design (e.g., deductibles, coinsurance, copays) in 2017;
3. Agreement to review and possibly modify retroactively the current method of allocating retiree medical and COBRA costs to the ATU Protected Fund Reserve (PFR)[footnoteRef:2]; [2:  The nature and purpose of the ATU PFR is explained in the Background section of this staff report.] 

4. Agreement to negotiate modifications to the County’s benefits contribution rate, the insured benefit provisions, the benefit plan design, and any employee premium share if needed to keep the ATU Protected Fund Reserve balance above $4 million at the end of 2018, with dispute a resolution process to be used if the parties have negotiated and signed an agreement on the County’s contribution rate for 2018;
5. Agreement that a successor benefits agreement (for the period after 2017) will be determined by statutory interest arbitration if the parties are unable to reach agreement through bargaining.
BACKGROUND
The Original, 2014-2016 MOA
King County and ATU are party to a Memorandum of Agreement Regarding Insured Benefits covering the period from January 1, 2014, through December 31, 2016 (“the 2014-2016 ATU MOA”) (Att. 1-A). The MOA was imposed by an interest arbitration award in the County’s favor in August 2013.[footnoteRef:3] [3:  The agreement was eventually signed by the parties on March 4, 2015.] 

The 2014-2016 ATU MOA provided for the County to establish a Protected Fund Reserve (PFR) of $10.2 million “solely for the purpose of funding, providing and maintaining insured benefits, and providing a reserve fund to self-insure against unanticipated increases in the cost of those benefits, for [bargaining unit] Employees.”[footnoteRef:4] (Att. 4, § 2) The MOA further provided that the county's per-employee contribution toward benefit costs (also known as the "flex rate") would be increased by 4% each year and that if benefit costs increased at a rate greater than that, the difference would be made up by drawing down the PFR. If the PFR is projected to fall below $4 million during the term of the agreement, the 2014-2016 ATU MOA provides that “the parties must consider plan changes and may consider other funding options to be implemented by the following January 1.” (Att. 1-A, § 11) [4:  A similar agreement between the County and the Joint Labor Management Insurance Committee (JLMIC) created a separate Protected Fund Reserve for the employees covered by that agreement, who include almost all county employees except those represented by ATU or the King County Police Officers Guild.] 

The 2015 Amendments
In April 2015, at the annual “reconciliation meeting” at which the status of the PFR is assessed jointly by the County and ATU, the County determined that the PFR was projected to fall to about $1.8 million by the end of 2016. The County and ATU then entered into negotiations to make plan changes to address the projected shortfall in the PFR. They reached an agreement on June 5, 2015, and the agreement was signed by the parties.
Following a change of leadership in ATU, the new leadership felt that the interests of its members would be better served through a different set of changes to the benefit plan. The parties therefore agreed to nullify the June 5, 2015, agreement and entered into two MOAs that were approved by the Council on October 26, 2015, by Ordinances 18134 and 18135.
There have been no further changes to the 2014-2016 ATU MOA.
ANALYSIS

Proposed Ordinance 2016-0405 would approve a new MOA between the parties that is intended to replace the 2014-2016 ATU MOA and cover the 2017 calendar year. 
Continuing Provisions
Some elements of the 2014-2016 MOA would be carried over to the proposed new MOA for 2017. They include:
· PFR. The new MOA would maintain the PFR for its original purpose of “funding, providing and maintaining insured benefits, and providing a reserve fund to self-insure against unanticipated increases in the cost of those benefits, for [bargaining unit] Employees.” (Proposed New MOA (Att. 1-A), § 3)
· Response to Program Deficit or Surplus.  
· Deficit. To the extent that the County’s contributions, together with other revenues,[footnoteRef:5] toward the funding of health benefits prove “inadequate to fully fund the cost of providing insured benefits for Employees, the parties agree that the PFR will be used to fund the difference until such time as the PFR is exhausted.” (§ 5) (emphasis added) [5:  The other revenues include “interest earnings [on the PFR], participant benefit access fees, and other plan participant contributions such as COBRA payments.” (Proposed New MOA (Att. 1-A), § 5)] 

· Surplus. To the extent that the County’s contributions and other revenues provide “greater funding than is necessary to fully fund the cost of insured benefits for Employees, the parties agree that the excess shall be added to the PFR.” (§ 6) (emphasis added)
· Plan Configuration.  “Insured benefit provisions (i.e., plan features) and plan designs (i.e., Employee costs such as deductibles and copays) for Employees commencing January 1, 2017, shall remain unchanged from 2016.” (§ 9)
· Annual Reconciliation Meeting.  The parties will continue to meet no later than April 15 of each calendar year to review program expenditures for the prior, current, and future years and other relevant information and assess the need for changes to keep the PFR from falling below $4 million. (§§ 10, 11)
The information available to the parties at this year’s reconciliation meeting projected the PFR to fall to about $2.4 million by the end of 2016 and about $600,000 by the end of 2017.
Changes from Amended 2014-2016 MOA
The most substantial changes in the proposed new MOA are described below.
1. County Contribution Toward Benefit Costs
[bookmark: _GoBack]The MOA would increase by 6.2 percent, from $1,465 to $1,556, the County’s monthly contribution per bargaining unit employee toward the cost of health benefits (the flex rate) (Proposed New MOA (Att. 1-A), § 4). The annual increase under the 2014-2106 ATU MOA had been 4.0 percent. The larger increase is intended to help keep the balance of the Protected Fund Reserve from falling below $4 million before the end of 2017. With the proposed change (together with an increase in enrollment, earlier plan design changes, and an improvement in claims experience), the PFR balance is currently projected to be at about $8.5 million at the end of 2017. About $1.4 of that amount is due to the increase in the flex rate.
2. No Changes in Plan Configuration
The proposed MOA for 2017 would make no changes in the plan configuration, with no changes in the plan features or the employee costs (e.g., deductibles, coinsurance, copays, or maximum annual cost). (§ 9) It should be noted, however, that this year, and continuing into 2017, the out-of-pocket health care costs of ATU members covered by the County’s Regence plan are higher than those of employees represented by the unions participating in the Joint Labor Management Insurance Committee (JLMIC) (see Att. 2). In addition, ATU members covered by the County’s Group Health plan are required to pay a $50 benefit access fee for spousal coverage, whereas there is no such fee for employees who have Group Health coverage through the JLMIC. These higher costs for ATU members are the result of an earlier effort by the parties to maintain the balance of the ATU PFR.
3. Allocation of Retiree Medical and Cobra Costs
The parties have agreed to review and possibly modify retroactively the current method of allocating retiree medical and COBRA costs to the ATU PFR. (§ 8) According to executive staff, both parties believe that the costs allocated to the ATU PFR may have been excessive, primarily due to mistaken assumptions about the proportion of those costs that are attributable to former members of the ATU bargaining unit (as opposed to other former county employees). The review process could result in an upward adjustment of the ATU PFR.
4. Dispute Resolution Process for 2018 Changes
The proposed new MOA provides that if, at the parties’ 2017 reconciliation meeting, the ATU PFR is projected to fall below $4 million by the end of 2018, and if the parties are able to agree on the County’s contribution rate for 2018, but not on other necessary changes, “then the parties may devise a dispute resolution process or may refer the sole unresolved issue(s) of insured benefits provisions, plan design changes, and any Employee premium(s) share to an interest arbitrator with an expectation of a ruling issued by August 15, 2017.” (§ 12)


5. Statutory Interest Arbitration If Needed to Reach Next Benefits Agreement
The proposed new MOA provides that “the County's funding rate, insured benefits provisions, plan designs for Employees, and any Employee premium(s) share in 2018 and 2019” will be determined as part of the parties’ bargaining for their next collective bargaining agreement.[footnoteRef:6] If the parties cannot reach agreement, the MOA provides that the parties will submit their unresolved benefits issues, along with any other unresolved collective bargaining issues, to the statutory interest arbitration process under RCW 41.56.492. (§ 13) [6:  The parties’ current collective bargaining agreement expires at the end of October 2016.] 

FISCAL IMPACT
The fiscal impact described in the Fiscal Note (Att. 4) is attributable to the proposed increase in the County’s monthly contribution per bargaining unit employee toward the cost of health benefits. The fiscal impact would be $3,741,833 for 2017.
INVITED

· David Levin, Labor Negotiator, King County Office of Labor Relations
· Robert Railton, Interim Labor Relations Manager, King County Office of Labor Relations
· Kenny McCormick, President/Business Representative, Amalgamated Transit Union, Local 587.

ATTACHMENTS

1. Proposed Ordinance 2016-0405
Att. A (Memorandum of Agreement)
2. Summary of Selected Current Benefits under King County Regence plan for 2016
3. Transmittal Letter
4. Fiscal Note

image1.png
u

King County




