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Metropolitan King County Council
Budget and Fiscal Management Committee



REVISED STAFF REPORT

	Agenda Item:
	6
	Name:
	Nick Wagner

	Proposed No.:
	2014-0428
	Date:
	2 December 2014



Proposed Ordinance 2014-0428 was amended and reported out of committee on December 2 by a vote of 3-0 with a Do Pass Consent recommendation.

SUBJECT:  

Proposed Ordinance 2014-0428 would bring the King County Code into compliance with a requirement of the federal Patient Protection and Affordable Care Act of 2010 that takes effect on 1 January 2015, by adding certain short-term temporary employees and interns to the list of county employees who are eligible to receive health benefits.

SUMMARY:

Proposed Ordinance 2014-0428 (Att. 3) would add the following to the list of county employees who are eligible to receive health benefits: "those employees who King County determines meet the definition of full time employee under the Patient Protection and Affordable Care Act of 2010, as amended, and including applicable regulations promulgated under the Patient Protection and Affordable Care Act of 2010, as amended." This principally includes short-term temporary employees and administrative interns who are expected, when hired, to work at least 30 hours per week, but who work less than 1,040 hours per year (because exceeding the 1,040-hour threshold would qualify the employee for benefits under the existing code). Based on data from 2012 and 2013, executive staff expects that this proposed change would result in health benefits being offered to about 100 more employees at an estimated cost of about $572,000 per year in 2015, $594,000 in 2016, and $618,000 in 2017.

BACKGROUND:

The ACA Employer Mandate

Effective 1 January 2015, the Patient Protection and Affordable Care Act of 2010 (the "ACA") will require large employers,[footnoteRef:1] including King County, to offer health benefits to full-time employees or risk having to pay a penalty. The ACA defines "full-time" as averaging at least 30 hours per week. [1:  Under the ACA a "large employer" is one that had an average of 50 or more full-time employees during the preceding calendar year; for 2015 only, the threshold is raised to 100.] 


Under the ACA there are two ways of measuring an employee's weekly hours to determine whether the standard of 30 hours per week is met. An employee is considered "full-time" under the ACA if: (1) the employer expects, when the employee is hired, that he or she will average at least 30 hours of work per week; or (2) looking-back over the preceding year,[footnoteRef:2] the employee has worked an average of at least 30 hours per week during that period. Use of the second method is limited to seasonal and variable-hour employees, the latter being employees for whom it cannot be determined in advance that the employee is reasonably expected to work on average at least 30 hours per week. [2:  The ACA permits an employer to choose a "look-back" period of three to 12 months; King County has chosen a "look-back" period of 12 months.] 


Current County Practice

Pursuant to Section 3.12.040 of the King County Code, the County currently offers health benefits to the following categories of county employees:

1. Full-time regular[footnoteRef:3] employees; [3:  "Regular position" means "a position established in the county budget and identified within a budgetary unit's authorized full time equivalent (FTE) level as set out in the budget detail report." KCC 3.12.010(BBB).] 

2. Part-time regular employees;
3. Term-limited temporary[footnoteRef:4] employees (TLTs) (more than six months); [4:  "Term-limited temporary position" means "a temporary position with work related to a specific grant, capital improvement project, information systems technology project or other nonroutine, substantial body of work, for a period greater than six months . . . ." KCC 3.12.010(III).] 

4. Provisional[footnoteRef:5] employees; and [5:  "Provisional employee" means "an employee serving by provisional appointment in a regular career service [position]." KCC 3.12.010(ZZ). "Provisional appointment" means "an appointment made in the absence of a list of candidates certified as qualified by the manager. Only the manager may authorize a provisional appointment. An appointment to this status is limited to six months." KCC 3.12.010(YY).] 

5. Probationary employees.

The County does not offer health benefits to the following categories of employees:

6. Short-term temporary employees (STTs) (six months or less, and less than 1,040 hours per year[footnoteRef:6]); or [6:  The 1,040-hour limit applies to employees in work units in which a 40-hour work week is standard; the limit is 910 hours in work units in which a 35-hour work week is standard. KCC 3.12.010(GGG).] 

7. Administrative interns or voluntary interns.

In his transmittal letter, the Executive provides the following examples of SSTs:

a. An employee hired to work 40 hours a week for four months to fill in for someone out on leave;
b. A seasonal employee who works for six months or less and during specific times of the year[footnoteRef:7] (e.g., Parks Specialists hired in the summers and election workers hired during elections); [7:  This should be distinguished from an employee in a "seasonal position" as defined in the county code: "positions with work for more than six consecutive months, half-time or more . . . ," where "due to the nature of the work" there are "predictable periods of inactivity exceeding one month." Such an employee is considered a "term-limited temporary employee." See KCC 3.12.010(HHH) and (III)(5). ] 

c. A variable-hour employee who works for six months or less and whose hours of work change from week to week (e.g., Recreational Program Assistants and Aquatics Program Assistants in the Department of Natural Resources and Parks).

ANALYSIS:

The Executive's Plan for Compliance with the ACA Employer Mandate

1. Affected Employees: STTs and Administrative Interns

The only county employees to whom the County is not currently offering health benefits and to whom the ACA will require health benefits to be offered as of 1 January 2015 are STTs and administrative interns (categories 6 and 7 above) who work an average of at least 30 hours per week. 

The Executive proposes to offer full benefits to STTs and administrative interns who are expected, when hired, to work an average of at least 30 hours per week.

For other STTs and administrative interns, who are not expected to average at least 30 hours per week, but whose work is seasonal or variable-hour, the Executive plans to use the "look-back" method (described above) to identify employees who, contrary to expectations, have been working at least 30 hours per week; however, executive staff expects few additional employees to be identified as ACA "full-time" employees by the "look-back" method, because an employee who is averaging 30 hours per week would accumulate 1,560 hours by the end of the year, and generally the County does not permit STTs to work more than 1,040 hours in a year without benefits. Instead, a temporary employee whom the County requires to work more than 1,040 hours per year is hired as a TLT, and all TLTs are eligible for health benefits (on the same terms as regular county employees). If an STT works more than 1,040 hours in a year, the STT usually is converted to a TLT. The 1,040-hour limitation does not apply to administrative interns, but if an administrative intern works more than 800 hours in a year, according to executive staff, the work is reviewed to ensure that the intern's work is for an educational purpose and is not work that should be performed by a regular employee.

2. Fiscal Impact

As detailed in the Transmittal Letter (Att. 4) and the Fiscal Note (Att. 5), the Executive expects his plan for compliance with the ACA Employer Mandate to result in about 100 more employees qualifying for benefits, at an annual cost of about $572,000 in 2015, $594,000 in 2016, and $618,000 in 2017. According to executive staff, these amounts are projections based on an analysis of employment patterns from 2012 and 2013, and they assume that future use of temporary employees will follow those patterns. In particular, the projected amounts do not take into account that county managers might change their usage of temporary employees to reduce the cost of complying with the ACA. The actual cost of ACA compliance therefore could fall below the Executive's estimates.

The distribution of employees and projected costs by department and agency is summarized in the table below, which was prepared by executive staff.

	Estimated ACA Cost by Department 2015 - 2017

	Dept/Agency
	Average Number of Affected Employees
	2015 Cost
	2016 Cost
	2017 Cost

	DAJD
	0.5
	 $       3,170 
	 $       3,296 
	 $       3,427 

	DCHS
	9.5
	 $     50,020 
	 $     52,008 
	 $     54,067 

	DES
	18
	 $     97,573 
	 $   101,451 
	 $   105,468 

	DJA
	0.5
	 $       3,875 
	 $       4,029 
	 $       4,188 

	DNRP
	17.5
	 $   119,413 
	 $   124,159 
	 $   129,074 

	DOT
	25.5
	 $   165,205 
	 $   171,771 
	 $   178,572 

	DPD
	1
	 $       7,045 
	 $       7,325 
	 $       7,615 

	DPER
	0.5
	 $       3,170 
	 $       3,296 
	 $       3,427 

	DPH
	15
	 $     73,835 
	 $     76,719 
	 $     79,746 

	Executive
	2
	 $     10,215 
	 $     10,621 
	 $     11,042 

	KC Council
	4.5
	 $     23,249 
	 $     24,173 
	 $     25,130 

	KCIT
	1
	 $       4,227 
	 $       4,395 
	 $       4,569 

	KCSC
	4
	 $     10,568 
	 $     10,988 
	 $     11,423 

	Grand Total
	99.5
	 $   571,565 
	 $   594,230 
	 $   617,746 

	*Small rounding differences affect (<=$2.00) final Grand Total amount.



The distribution of costs by fund is summarized in the Fiscal Note (Att. 5). About 19 percent of the cost ($109,000 in 2015, $113,000 in 2016, and $118,000 in 2017) is projected to be paid from the General Fund.

3. Plan Features

In the interest of (a) equity between employees and (b) efficiency in benefit administration, the Executive plans to offer benefits to the affected employees on the same terms as to other county employees. This would exceed the ACA requirements in three respects:

a. Level of Benefits: The Executive plans to offer full county benefits to the affected employees, whereas the ACA requirements can be met by providing a lower level of benefits. According to executive staff, calculation of the cost differential between these alternatives would require the services of an actuary, and the savings that might be achieved by providing the lowest permissible level of benefits would be offset at least in part by the cost of designing and administering a separate plan for the estimated 100 affected employees.

b. Waiting Period: The Executive plans to make benefits available to the affected employees on the first day of the first full month after they are hired, just as the county does for regular employees and TLTs. The ACA allows an employer to delay coverage until 90 days after the employee's hire date. According to executive staff, taking full advantage of the longer waiting period allowed by the ACA would save the County about $200,000 per year, though this savings would be offset to some extent by the additional cost of administering different waiting periods for different employees. 

c. Coverage of Spouses: The Executive plans to offer coverage to employees' spouses as well as the employees' dependent children and step-children, unlike the ACA, which does not require coverage of spouses. According to executive staff, the cost of this difference in coverage is difficult to measure in advance in the absence of information about the number of affected employees who have spouses.

To the extent that county departments or agencies are concerned about the cost of compliance with the ACA Employer Mandate, they may be able to reduce those costs by modifying their usage of STTs and administrative interns to reduce the number who average at least 30 hours of work per week.

4. The Proposed Ordinance

Proposed Ordinance 2014-0428 would amend KCC 3.12.040(B) as follows:

Full-time regular, part-time regular, provisional, probationary, (( and)) term-limited temporary employees and those employees who King County determines meet the definition of full time employee under the Patient Protection and Affordable Care Act of 2010, as amended, and including applicable regulations promulgated under the Patient Protection and Affordable Care Act of 2010, as amended, and their spouse or domestic partner, each of their dependent children((,)) and each of the dependent children of their spouse or domestic partner, shall be eligible for medical, dental, life, disability((,)) and vision benefits, except in those instances where contrary provisions have been agreed to in the collective bargaining process and to the extent such benefits are available through insurers selected by the county.  The director shall establish specific provisions governing eligibility for these benefits as part of the personnel guidelines and consistent with budget requirements.  ((Such)) The provisions may include waiting periods for employees newly-hired to the county.

The reference to the ACA and the implementing regulations "as amended" allows the Executive to conform the County's practices to any future changes in the ACA requirements without a need for the Council to further amend the county code.

The ordinance also includes several technical corrections to the existing language in section 3.12.040.

AMENDMENTS:

Amendment 1 deleted the words "King County determines" from the new language that Proposed Ordinance 2014-0428 would add to KCC 3.12.040(B). This is based on advice from legal counsel that those words are unnecessary in that they add nothing to the meaning of the ordinance.

Title Amendment T1 amended the ordinance title to conform to the change made by Amendment 1.
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