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SUBJECT
Approval of changes in the 2016 health benefits plan for employees represented by the Amalgamated Transit Union, Local 587 (the ATU Benefits Plan).
SUMMARY
[bookmark: _GoBack]Proposed Ordinances 2015-0372 (Attachment 1) and 2015-0373 (Attachment 2) would approve two memoranda of agreement (MOAs) (Attachments 1-A and 2-A), dated August 24, 2015, between King County and the Amalgamated Transit Union, Local 587 (ATU). Together the MOAs would make changes in the health benefits plan for employees represented by ATU, shifting part of the cost burden to employees so as to increase the balance in the ATU Protected Fund Reserve (PFR). The changes, which are summarized in Attachment 3, are expected to result in a net savings of about $1,955,000 for 2016. The savings will go to the ATU PFR in the Benefits Fund.
BACKGROUND
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) (Attachment 4). The agreement was signed by the parties on March 4, 2015, in accordance with an interest arbitration award.
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:1] (Attachment 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 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.” (Attachment 4, § 11) [1:  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 would be approved by Proposed Ordinances 2015-0372 and 2015-0373, which are currently before the committee for consideration.
ANALYSIS
Proposed Ordinance 2015-0372
The MOA that would be approved by Proposed Ordinance 2015-0372 would make the following changes in the ATU Benefits Plan for the year 2016:
Benefit Access Fee
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 $50 per month to $125 per month for KingCare (Regence) coverage and from $0 to $50 per month for SmartCare (Group Health) coverage.[footnoteRef:2] This is expected to produce a savings for 2016 of about $770,000, which consists of $570,000 from the fees for KingCare coverage and $200,000 from the fees for SmartCare coverage. (This is the only change that the MOA would make in the fees for SmartCare coverage.) [2:  Under the JLMIC benefits plan, as modified earlier this year, the benefit access fee for KingCare is $100 per month, and there is no benefit access fee for SmartCare.] 

Annual Deductible for KingCare
The MOA would increase by $50 the annual deductible per person for KingCare. The annual deductible per family would increase by $150.[footnoteRef:3] See Attachment 3 for details. [3:  Currently, the deductibles under the ATU plan are the same as under the JLMIC plan.] 

Annual Out-of-Pocket Maximum for KingCare
The annual out-of-pocket maximums for medical services[footnoteRef:4] under KingCare are increased as shown in the table below (the amounts listed include the applicable deductibles): [4:  This is the maximum amount that an employee is required to pay in a calendar year for covered medical services. Services provided after this amount is reached are covered 100 percent. Currently, the out-of-pocket maximums under the ATU plan are the same as under the JLMIC plan.] 

	
	Gold
	Silver
	Bronze

	In-network
	
	
	

	    2016
	$1,350/person
$3,050/family
	$1,850/person
$4,350/family
	$2,350/person
$5,550/family

	    2015
	$1,100/person
$2,500/family
	$1,600/person
$3,950/family
	$2,000/person
$4,800/family

	Out-of-network
	
	
	

	    2016
	$2,350/person
$5,050/family
	$2,850/person
$6,350/family
	$3,350/person
$7,550/family

	    2015
	$1,900/person
$4,100/family
	$2,400/person
$5,400/family
	$2,800/person
$6,400/family


Together the changes in the deductibles and the out-of-pocket maximums are expected to save about $432,000 for 2016.
Changes due to loss of grandfathering
The ACA requires “non-grandfathered” benefit plans to cover certain preventive services at no cost to employees—i.e., without application of deductibles, copayments, or co-insurance. Plans are grandfathered if they existed before a certain date and have not been amended in a manner that increases the cost to individual employees beyond certain thresholds. The changes made by the proposed MOA will cause the ATU benefits plan to lose its grandfathered status.[footnoteRef:5] [5:  Although the JLMIC benefit plan continues to be grandfathered, an earlier MOA modifying the JLMIC plan nevertheless provides that the plan will cover “preventive services in accordance to the Affordable Care Act (ACA) for non-grandfathered plans, as amended, at no cost to employees, including but not limited to contraceptives.” The Council approved that MOA by Ordinance 18104 on September 8, 2015.
] 

According to executive staff, the County already covers these services, but in some instances charges copays for them, and the list of ACA-mandated preventive services was recently expanded. The estimated 2016 cost of providing the services at no cost to the ATU bargaining unit was included as an offset to the savings listed in sections 2 and 3.
Prescriptions
The proposed MOA would make the following changes in pharmacy copays:
	
	Generic
	Brand
	Brand 
Non-Formulary

	Retail
	
	
	

	    2016
	$8
	$33
	$67

	    2015
	$7
	$30
	$60

	Mail
	
	
	

	    2016
	$16
	$66
	$134

	    2015
	$14
	$60
	$120


The increased copays are expected to save about $70,000 for 2016.
The MOA would also move the ATU bargaining unit to Express Scripts’ National Preferred Formulary for prescription drugs (the same as under the JLMIC benefit plan), which is expected to save about $450,000 for 2016. The formulary is a schedule of generic and brand name drugs that are covered by the benefit plan, including the copays required for each. The schedule provides incentives for using comparable generic drugs instead of brand name drugs.
In addition, ATU has agreed (as did the JLMIC) to adopt Express Scripts’ Advanced Utilization Management, which includes step therapy and prior authorization requirements—e.g., some medications are covered only if a comparable, less expensive medication has been tried and has proven ineffective for a particular individual. This change is expected to save about $250,000 for 2016.
Insurance for Part-Time Transit Operators
The MOA extends eligibility for County-paid life, accidental death and dismemberment, and long term disability insurance to Part-Time Transit Operators, regardless of whether they enroll in King County’s health care plans (they previously had been covered only if they were enrolled). This change allows the County to administer these benefits in a consistent manner and was made in order to accommodate requirements of the Washington State Office of the Insurance Commissioner.
Stop loss insurance
The parties have agreed to continue exploring the possibility of purchasing stop loss insurance, which could protect the PFR from unanticipated high cost claims, though it is unclear at this point that the potential benefit of such insurance would justify the cost.
Proposed Ordinance 2015-0373
The MOA that would be approved by Proposed Ordinance 2015-0373 provides that palliative care will be added to the ATU benefits plan. A similar change was made in the JLMIC benefits plan by the MOA that the Council approved by Ordinance 18104 on September 8, 2015. This change is expected to increase costs by about $7,000 for 2016.
FISCAL IMPACT
The fiscal impact of the two proposed MOAs is summarized in the Fiscal Notes for the two ordinances (Attachments 7 and 8) and is projected to be a net savings to the County Benefits Fund of about $1,955,000. This consists of a savings of about $1,962,000 resulting from the MOA that Proposed Ordinance 2015-0372 would approve and an increased cost of about $7,000 resulting from the MOA that Proposed Ordinance 2015-0373 would approve.
The sources of the savings and costs are described above and are summarized below[footnoteRef:6]: [6:  The total of the amounts listed in the table is about $10,000 higher than the total reflected in the fiscal notes; the table reflects updated information.] 

	
	Savings to PFR

	Benefit Access Fee increase – KingCare
	$570,000

	Benefit Access Fee increase – SmartCare
	$200,000

	Increases in Annual Deductibles and Annual Out-of-Pocket Maximums
	$432,000

	Change in Prescription Drug Formulary
	$450,000

	Advanced Prescription Drug Utilization Management (Step Therapy and Prior Authorization)
	$250,000

	Prescription Drug Copay increases
	$70,000

	Palliative Care
	($7,000)


INVITED
1. Robert Railton, Labor Negotiator, King County Office of Labor Relations
2. Kenny McCormick, President/Business Representative, Amalgamated Transit Union, Local 587
ATTACHMENTS
1. Proposed Ordinance 2015-0372
Att. A: MOA
2. Proposed Ordinance 2015-0373
Att. A: MOA
3. Summary of 2016 Plan Design Changes (prepared by executive staff)
4. 2014-2016 ATU MOA, dated March 4, 2015
5. Transmittal letter for PO 2015-0372
6. Transmittal letter for PO 2015-0373
7. Fiscal note for PO 2015-0372
8. Fiscal note for PO 2015-0373
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