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SUBJECT

A motion adopting a report on the Puget Sound Health Alliance’s database.
SUMMARY

Proposed Motion 2007-0291 would adopt a report on the Puget Sound Health Alliance’s database.  This report was transmitted by the county executive in response to a 2007 budget proviso.  Council approval of this proposed motion would release $397,000 in appropriation authority in the employee benefit fund for second year funding of the Alliance’s database.

Council’s intent for this proviso was to monitor the Alliance’s progress in obtaining grants and fees and reimbursing King County for the initial database costs.  Thus far, the Alliance has not received grants or fees to offset the county’s payment of the Alliance’s database costs.  
A striking amendment is attached to this report that would state the following county policy related to the Alliance database:

· The Alliance is encouraged to develop financially sustainable funding for its database.  To assist the Alliance, the county intends to dedicate transitional third year funding for the Alliance’s database which is estimated to be $194,033.  This amount of $194,033 represents an estimate of the proportional third year cost of the database license for King County residents in the database.  (Currently, the county pays for King, Kitsap, Pierce, Snohomish and Thurston County residents in the database;) and

· King County funds should not be provided for the Alliance database after 2008.

BACKGROUND

The Puget Sound Health Alliance is a non-profit coalition consisting of more than 125 employers, physicians, hospitals, patients, health plans, and others working together to improve health care quality and efficiency while reducing the rate of health care cost increases across King, Kitsap, Pierce, Snohomish and Thurston Counties.  With leadership and funding from King County, the Alliance was founded in December 2004.  The Alliance is led by an executive director who is overseen by a board of directors.  The current chair of the board of directors is the director of Public Health-Seattle and King County.  The King County Executive is a board member and former chair of the board of directors.

The vision of the Alliance is a state-of-the-art health care system in the Puget Sound area that offers high quality care at a more affordable cost resulting in healthier people.  This will be accomplished by:
· Producing more readily available transparent information about the quality performance and efficiency of care provided by physicians and hospitals.  For example, a quality comparison report of Puget Sound health care provider groups will be publicly reported by the Alliance by December 15, 2007; and

· Aligning incentives across the health care system to reward quality improvement among providers and greater engagement of consumers in managing their own health.  For example, a non-financial incentive will be public reporting of physicians, medical groups and hospitals who demonstrate quality performance.  Financial incentives are still in development by the Alliance. 
In order for the Alliance to produce these comparison reports, a database of medical, prescription and health benefits eligibility information is needed.  The database that the Alliance chose is the Milliman MedInsight Disease and Case Management Module which contains health plan administrative claims for more than 2.5 million King, Kitsap, Pierce, Snohomish and Thurston County residents
.  The first year cost for the database was $516,000 with annual database costs thereafter at $397,000.  
In a 2006 supplemental ordinance, the Council approved first year costs of $516,000 for the Alliance database with the expenditure restriction that the Executive shall certify to Council by letter specifically how grant funds will offset the county’s early investment in the Alliance’s database (Ordinance 15572).  In October 2006, the Executive sent a letter to Council stating that if the Alliance receives grant funds for its database, the Executive would transmit to Council a proposed supplemental ordinance authorizing King County to accept these funds from the Alliance.  
In the 2007 adopted budget, the Council appropriated second year costs of $397,000 for the Alliance’s database with the following proviso that these funds shall not be spent nor encumbered until the Council approves a report on the Alliance database.   The proviso states that: 

“Of this appropriation, $397,000 shall not be spent or encumbered until the executive transmits and council approves by motion a report that shall address specifically for the Puget Sound Health Alliance Database project: (1) how grant funds will offset the county's investments in the project; (2) the amount the county has been reimbursed by the Puget Sound Health Alliance as a result of grant funds and analysis fees received by the Alliance; (3) how the project will be overseen by the county; (4) how the county will use the database to identify peer county and city public employers to compare King County employee benefit costs; and (5) what the year two deliverables and payment schedule are.” 

As displayed in Table One, the county contributes both a membership fee and database costs for the Alliance. Total four-year (2005-2008) county costs for the Alliance would be $2.11 million.

Table One

Four-Year Direct County Alliance Costs

	County Alliance Costs
	2005
	2006
	2007
	2008
	Total

	Membership
	
	$200,000
	$200,000
	$200,000
	$200,000
	$800,000

	Data Base


	
	$0
	$516,000
	$397,000
	$397,000
	$1,310,000

	Total
	
	$200,000
	$716,000
	$597,000
	$597,000
	$2,110,000


ANALYSIS
Issue Areas Identified in the 2007 Budget Process
During the budget review process, the Council’s deliberations over the Alliance database budget request raised two issues:

1. Financial sustainability of the Alliance’s database.  Council was concerned about the county paying for the full annual cost of the Alliance’s database.  The county provided start-up funds for Alliance database with the condition that the Alliance would seek grants and charge fees for its database and that the Alliance would reimburse the county.  While the Alliance has leveraged the database to secure other grants, no grants or fees have been generated for the database so far.
2. Oversight of the database project.  As part of this technology project, county employee medical and drug information has been transferred to the Alliance to be placed in its database.  Council was concerned about how this project would be overseen. This project is being overseen through the county’s Project Review Board and the Office of Information Resources Management staff who support the Project Review Board. 
3. Comparability of King County costs.  Similar to previous budget deliberations, Council was interested in comparing the county’s employee health care costs with similar employers.  Since the Alliance contains medical and drug information for many Puget Sound large employers, including the King County, Council expressed interest in using the Alliance database for cost comparisons.   The transmitted report states that cost data is not being collected by the Alliance initially, therefore, the county cannot compare its health care costs with other large employers.  As an alternative, the Executive is working with the state of Washington to compare medical costs.
4. Contract deliverables.  The technical services contract between the county and the Alliance describes the 2006 deliverables, but does not include 2007 deliverables since they were not known at the time of contract execution.  The transmitted report states that 2007 deliverables will be: (1) production for county review of a report comparing health care quality and efficiency for Puget Sound physician groups by October 2007; and (2) production of a public report comparing health care quality and efficiency for Puget Sound physician groups by December 2007.  The report states that the technical services contract between the county and the Alliance would be updated to reflect 2007 deliverables after Council adoption of Proposed Motion 2007-0291 which would release 2007 fund for the Alliance database. 
Possible Issue Identified After the 2007 Budget Process
There is a possible equity issue with King County paying the full cost of the Alliance database.  This is because the database benefits residents from King, Kitsap, Pierce, Snohomish and Thurston Counties, but only King County residents pay for the database.

AMENDMENT
There is a striking amendment (with corresponding title amendment) attached to this staff report that would make two policy statements related to the Alliance database:

· The Alliance is encouraged to develop financially sustainable funding for its database.  To assist the Alliance, the county intends to dedicate transitional third year funding for the Alliance’s database which is estimated to be $194,033.  This amount of $194,033 represents an estimate of the proportional third year cost of the database license for King County residents in the database;
  and

· The council should not provide further funding for the Puget Sound Health Alliance for its database beyond 2008. 
ATTACHMENTS

1. Proposed Motion 2007-0291 (with report attached)
2. Transmittal Letter

3. Striking Amendment

4. Title Amendment
INVITED

1. Rachel Quinn, Health Policy Liaison, Office of the Executive
2. Karleen Sakumoto, Director, Health Reform Program, Department of Executive Services 
3. Magaret Stanley, Executive Director, Puget Sound Health Alliance






















� Individual names are not included in the database to protect privacy.


� The Alliance database vendor (Milliman Inc.) was unable to calculate an accurate number of the proportion of King County residents in the database.  Therefore, an estimate of King County residents in the database was calculated using the most recent census county data (i.e., 2006) provided by the county demographer.  The proportional cost of the database is calculated as follows: it is estimated that there are 3,755,100 Puget Sound residents of which 1,835,300 are King County residents.  This means that 48.87% of Puget Sound residents reside in King County.  Applying 48.87% towards the third year cost of the database is $194,033. 
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