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SUBJECT

Approval of a memorandum of agreement with the Amalgamated Transit Union, Local 587 (ATU), regarding the ATU Benefits Plan for 2018-2019.

SUMMARY

Proposed Ordinance 2017-0027 (Att. 1) would approve a memorandum of agreement (MOA) (Attachment 1-A), dated January 17, 2017, by and between King County and the Amalgamated Transit Union, Local 587 (ATU). The MOA would govern 2018-2019 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’ 2017 MOA on benefits.[footnoteRef:1] [1:  The 2017 MOA was approved by the Council on September 6, 2016, by Ordinance 18352.] 

The proposed new MOA includes the following changes, which are described in greater detail in the Analysis section of this staff report:
1. KingCare emergency room copay increases to $175;
2. Spousal benefit access fee will be $150 for KingCare and $75 for SmartCare (Group Health);
3. Retiree Medical Subsidy for early (pre-Medicare eligible) retirees will be ended for new retirees. This provision subject to reopening if Affordable Care Act changes result in retirees no longer being able to purchase medical plans in the marketplace;
4. Domestic Partner Definition for purposes of insurability will reflect Washington State law; 
5. Healthy Incentives wellness assessment and individual action plans will no longer apply, with all Employees receiving the Gold benefit level and the County and ATU working on voluntary wellness programs tailored to ATU members;
6. Commercial Driver’s License medical exam costs will be covered by the insurance plans and paid by the County;
7. An Accountable Care Network may be developed as an alternative to KingCare and Group Health.
The County funding rate (the County’s monthly contribution per bargaining unit employee) for 2018-2019 is established in the main collective bargaining agreement; Local 587 members are scheduled to vote on that agreement on February 23, 2017, and, if approved, the Executive would transmit that agreement to the Council later this year.

BACKGROUND
King County and ATU agreed to a Memorandum of Agreement Regarding Insured Benefits covering the period from January 1, 2014, through December 31, 2016 (the 2014-2016 ATU MOA). The agreement was signed by the parties on March 4, 2015, in accordance with an interest arbitration award.
Because the ATU health package is a defined contribution plan with the County contribution capped, 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: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 four percent 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 ATU MOA provides that “the parties must consider plan changes and may consider other funding options to be implemented by the following January 1.” [2:  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.] 

In the spring of 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 the two MOAs that were approved by Ordinances 18134 and 18135.
The MOA for 2017
Ordinance 18352, adopted by the Council on September 9, 2016, approved the Benefits MOA for 2017.  The 2017 MOA increased 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). The annual increase under the 2014-2016 ATU MOA had been 4.0 percent. The larger increase was intended to help keep the balance of the Protected Fund Reserve from falling below $4 million before the end of 2017.
2018-2019 MOA
Proposed Ordinance 2017-0027 would approve a new MOA between the parties for the 2019-2019 calendar years. 
Continuing Provisions Some elements of the 2017 MOA would be carried over to the proposed new MOA for 2018-2019. They include:
· Protected Fund Reserve. 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:3] 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.” (§ 5) (emphasis added) [3:  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)
· 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. (§§ 9, 10)
According to OLR staff, the PFR is not projected to fall below $4 million.



ANALYSIS
Proposed Ordinance 2017-0027
The MOA that would be approved by Proposed Ordinance 2017-0027 would make the following changes in the ATU Benefits Plan for the years 2018-2019, with all changes taking effect January 1, 2018:
Changes from Current MOA
1. KingCare emergency room copay increases to $175; this change is estimated to produce a savings of about $90,000 in 2018-2019. (Proposed New MOA (Att. 1-A), § 8 A)

2. Spousal benefit access fee will be $150 for KingCare and $75 for SmartCare (Group Health).  The Benefit Access Fee is the fee charged to employees who choose County health coverage for both themselves and their spouses, even though their spouses have coverage available through their employer. The MOA would raise the fee from $125 per month to $150 per month for KingCare (Regence) coverage and from $50 to $75 per month for SmartCare (Group Health) coverage.[footnoteRef:4] This is expected to produce a savings for 2018-2019 of about $125,000. (This is the only change that the MOA would make in the fees for SmartCare coverage.) (§ 8 B) [4:  Under the JLMIC benefits plan, the benefit access fee for KingCare is $100 per month, and there is no benefit access fee for SmartCare.] 


3. Retiree Medical Subsidy for early (pre-Medicare eligible) retirees will be ended for new retirees.  Individuals taking early retirement beginning January 1, 2018, would be able to buy insurance from the County at a rate reflecting the costs of early retirees in the program.  Those early retirees who are on the program as of December 31, 2017, would continue to buy the County medical plan at a subsidized rate until they become eligible for Medicare.  This provision is subject to reopening if Affordable Care Act changes result in retirees no longer being able to purchase medical plans in the marketplace. (§ 8 C)

4. Domestic Partner Definition for purposes of insurability will reflect Washington State law.  Domestic partner benefits have been provided to County employees under a definition of domestic partner established in the King County Code 3.12.010 and subject to requirements listed in K.C.C. 3.12.044, including a requirement that both individuals be at least 18 years old.  State law pertaining to domestic partnerships requires that at least one partner be age 62 or older and the other be 18 or older.  The adoption of the state definition of domestic partner is expected to provide a savings of $900,000[footnoteRef:5].  All those affected by this change would be legally able to marry and establish health benefits for the non-County employee individual. (§ 8 D) [5:  The JLMIC also adopts the state definition of domestic partnership.] 


5. Healthy Incentives wellness assessment and individual action plans will no longer apply with all Employees receiving the Gold benefit level and the County and ATU working on voluntary wellness programs tailored to ATU members.  This is the primary source of projected additional expenditures, with $1,000,000 additional expenditure estimated.

The ATU has long voiced concerns that the Healthy Incentives Plan is burdensome for transit operators who spend most of their shifts driving buses, may not have access to computers, and face logistical difficulties in filling out and submitting paperwork. Another challenge for ATU is the number of employees and spouses of employees who do not speak English as a native language. The County has conducted outreach at the operating bases, but the percentage of ATU members achieving Gold benefit level has fallen below the County average, with a higher-than-average percentage of ATU members paying the higher deductibles and coinsurance of the Bronze level.  Some other unions representing blue-collar employees have similar participation patterns.  

With the County reviewing overall results of the Healthy Incentives Plan and potential changes, this MOA reflects that pending body of work by ending Healthy Incentives Program participation for the ATU and instead working with the ATU to develop voluntary wellness programs specific to the needs of ATU members. (§ 12)

6. Commercial Driver’s License (CDL) medical costs will be covered by the insurance plans and paid by the County.  A transit operator must obtain and maintain a Commercial Driver’s License as a condition of employment.  The MOA provides that the County will pay for medical examinations required to maintain a CDL[footnoteRef:6].  The cost is estimated at $200,000 for the 2018-2019 period. (§ 13) [6:  Employees are required to obtain a medical certification every two years unless: (1) the employee has a medical condition being evaluated, such as being tested for sleep apnea, in which case the card is only good for six months, or (2) the employee has a diagnosed chronic medical condition that could impact safe driving, such as hypertension, diabetes, heart disease, in which case the medical certification is only good for one year.
] 


7. Accountable Care Networks.  An Accountable Care Network is a group of healthcare professionals and organizations that join together to provide healthcare as a team.  The MOA provides that an Accountable Care Network may be offered in addition to KingCare and SmartCare.  The County will work with ATU on a plan design; if they cannot agree on a plan design, they will use alternative dispute resolution process to reconcile differences. (§ 14)

Fiscal Impact
The fiscal impact of the proposed MOA is summarized in the Fiscal Note for the ordinance (Attachment 3) and is projected to be approximately neutral in impact to the County Benefits Fund.  The sources of the savings and costs are described above and are summarized below:

	
	Savings/Cost to PFR

	Benefit Access Fee increase
	$125,000

	Co-pay increase
	$90,000

	Domestic Partner definition changed to reflect state practice
	$900,000

	All employees at Gold benefit level
	($1,000,000)

	Pay for CDL physical exams
	($200,000)



INVITED

· Bob Railton, Interim Labor Relations Manager, King County Office of Labor Relations
· Michael Shea, President/Business Representative, Amalgamated Transit Union, Local 587.

ATTACHMENTS

1. Proposed Ordinance 2017-0027
[bookmark: _GoBack]Att. A (Memorandum of Agreement)
2. Transmittal Letter
3. Fiscal Note
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