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SUBJECT

Proposed Motion 2017-0052 would acknowledge receipt of a report on Accountable Care Networks.  The report was required by a budget proviso in the 2017-2018 Biennial Budget Ordinance.[footnoteRef:1] [1:  Ordinance 18409] 


SUMMARY

As required by the Total Compensation Memorandum of Agreement, adopted by Council, King County is developing an Accountable Care Network (ACN) option as a third medical benefit plan for employees and their covered spouses, partners and dependents.[footnoteRef:2]  In adopting the 2017-2018 budget, the Council included a proviso on the Employee Benefits budget restricting $1,000,000 in appropriation authority and requiring a report on what ACNs are, advantages and disadvantages of ACNs, a description of ACN plan configuration options, and a cost-benefit analysis of offering ACNs to county employees as a health plan option.  Proposed Motion 2017-0052 and the attached report meet the requirements of the proviso. [2:  Ordinance 18405] 


According to the transmitted report, the ACN is “a form of value-based purchasing.” As compared to traditional models of care in which providers are paid based on the number and type of services provided, ACNs bring together physicians, hospitals and other partners into networks where the amount of money the network receives for treating a population of patients is based partly on the quality of care they deliver and patient satisfaction.  

BACKGROUND 

King County’s Total Compensation Memorandum of Agreement (MOA) with the King County Coalition of Unions requires the addition of “supplemental plan options beyond the PPO Plan [Preferred Provider Organization Plan, or Regence] and the HMO Plan [Health Maintenance Organization, or Kaiser Permanente[footnoteRef:3]] for the 2018 benefit year.”  In addition, the Executive’s 2017-2018 Proposed Biennial Budget included 3.0 term-limited temporary positions to explore options for offering an ACN health care benefit plan as a third option.  Note that the report transmitted with Proposed Motion 2017-0052 indicates that only one of these positions would be exclusively focused on development of the ACN plan. [3:  Formerly Group Health] 


According to Kaiser Family Foundation, Accountable Care Networks, or Accountable Care Organizations, are groups of doctors, hospitals, and other health care providers, who form networks that coordinate patient care and become eligible for bonuses when they deliver that care more efficiently.[footnoteRef:4]   [4:  http://khn.org/news/aco-accountable-care-organization-faq/] 


ANALYSIS

Proposed Motion 2017-0052 would acknowledge receipt of a report on Accountable Care Networks (ACNs) as required by a budget proviso.  The proviso requested:

A. An explanation of what ACNs are and how they work;
B. An explanation of the advantages and disadvantages of ACNs, both in general and for King County in particular;
C. A detailed description of the ACN plan configuration options, such as deductibles, copayments coinsurance, and annual out-of-pocket maximum payments, that the executive is considering and the advantages and disadvantages of each; and
D. A cost-benefit analysis of offering ACNs to county employees as a health plan option.

Proviso Requirements A and B: An Explanation of What ACNs Are, How They Work and Advantages and Disadvantages

According to the transmitted report, the ACN is “a form of value-based purchasing.”  As compared to traditional models of care in which providers are paid based on the number and type of services provided, ACNs bring together physicians, hospitals and other partners into networks where the amount of money the network receives for treating a population of patients is based partly on the quality of care they deliver and patient satisfaction.  Providers in ACNs are accountable for patient outcomes, rather than just billing for specific services – the intent is to better align incentives with health outcomes.  “Over time, it is expected that these results-based plans will deliver better care at a lower cost than the current Preferred Provider Organization (PPO) model.”  Research summarized in the report indicates that a mature ACN or “one that has been operating for four to ten years and achieving high sustained performance can realistically be expected to have a per member per month cost at 6% to 10% below market, and have an ongoing trend that is 3% to 6% below an annual cost trend.”[footnoteRef:5] [5:  The report includes this summary of research presented to the National Business Coalition on Health in March 2016 by Steve Raetzman, President of Health Value Directions.] 


According to the Executive’s report, unlike the Health Maintenance Organization (HMO) model, the ACN is a model “focused on integrating care rather than gating care” using advanced data analytics to identify at-risk patients earlier. 

The proviso (Subsection B) requested information on the advantages and disadvantages of ACNs.  According to Executive staff, ACNs in King County would face the same advantages and disadvantages as ACNs generally, which are described in the table below.

	ADVANTAGES
	DISADVANTAGES

	Designed to improve health outcomes
	Members need to use only providers in the ACN – so less choice of providers compared to PPO – for King County, ACN members will choose from a subset of Regence providers

	Designed to provide more personalized and integrated care
	Focused in geographic areas that might not be convenient, or that might not be accessible for dependents who live out of state

	Designed to cost less than PPO for employers and employees
	ACNs are in various stages of development – changes in practice culture, IT systems, clinic work flows, data collection and accounting

	Greater use of electronic messaging with providers and use of electronic medical records
	



King County will use Regence, its third-party administrator for the PPO plan, to provide the ACN plan (called KingCare Select).  Regence has ACN contracts with four major provider groups:  

· UW Medicine
· MultiCare Better Connective 
· Evergreen Health Partners/Virginia Mason, and 
· The Everett Clinic. 

Employees who select the KingCare Select ACN plan will be able to choose one provider network from these four options.  Currently, employees and covered members can choose providers from multiple provider groups – for example, an individual may receive primary care from UW Medicine, but see a specialist at Swedish, at the same rate of coinsurance and with a single deductible.

The KingCare Select ACN plan would incentivize members to use only providers within one of the four provider groups by providing lower out-of-pocket costs within the selected ACN.  The four ACNs vary in size, number of locations, geographic focus, and other specific amenities.  Appendix C provides information on each ACN provider network.

Meanwhile, according to Executive staff, through Regence’s contracts with the ACNs, the ACNs would share in savings if the county’s covered members’ costs are lower than anticipated and they would bear some of the additional costs if expenses are higher – the shared savings and added costs would be based on a predetermined formula.

Proviso Requirement C. Description of ACN Plan Configuration

Appendix A compares the Proposed KingCare Select Plan Design for 2018 to the existing Kaiser Permanente and Regence PPO plans.  The table below highlights several of the plan design elements for the Joint Labor Management Insurance Committee (JLMIC) plan, which covers most county employees.  Note that since the report was transmitted, the Amalgamated Transit Union (ATU) has also agreed to a benefits agreement, which includes an ACN plan that differs slightly from the JLMIC plan.  The ATU plan is provided in Attachment 3 to the staff report.

	
	Kaiser Permanente
	KingCare Select ACN
In-network
	KingCare Select ACN
Out-of-network
	KingCare PPO
In-network
	KingCare PPO
Out-of-network

	Deductible
Employee Only / Family
	$0
	$200/$600
	$500/$1,500
	$300/$900

	Out-of-pocket Max 
Employee Only / Family
	$1,000/$2,000
	$1,100/$2,400
	$2,500/$5,500
	$1,100/$2,500
	$1,900/$4,100

	Office Visit
Copay or coinsurance %
	$20
	10%
	40%
	15%
	35%

	2018 Sign-up Bonus
	N/A
	$100 off of the deductible
	N/A



As shown in the table above, the KingCare Select ACN plan is likely to have lower in-network deductibles and out-of-pocket costs than the existing KingCare PPO plan, while out-of-network deductibles and out-of-pocket costs are higher.  The Executive also plans to offer $100 off of the deductible in 2018 for employees who sign up for the KingCare Select ACN plan – for example, the in-network deductibles for KingCare Select would be $100 and $500 instead of $200 and $600.  Together, this plan design is intended to create both an incentive for people to choose the new plan, which is anticipated to lead to lower costs over time, and to use the in-network providers for the ACN they choose.  The report indicates that this plan design is still under negotiation with the county’s unions.

Proviso Requirement D. Cost-Benefit Analysis

The 2017-2018 budget includes 3.0 term-limited temporary positions with an associated biennial cost of $1.3 million in the Employee Benefits fund.  These positions were described in the proposed budget as supporting development of and communications regarding the ACN plan.  The transmitted report indicates that two of the three positions will work more broadly on “conversion of the Healthy Incentives program to an expanded Employee Health and Well-Being program in addition to implementing the ACN option.”  The report indicates that one of the three positions (a term-limited Program Development Specialist at a cost of $252,000) will focus on communicating about the new KingCare Select ACN option and creating interactive tools to help employees determine if the plan is a good option for them.  

Savings will depend on the percentage of employees who shift from the KingCare PPO to the KingCare Select ACN plan.  The County’s actuary projects the following savings (assuming no one shifts from Kaiser Permanente to the ACN):  

· 5% shift from PPO to ACN: $250,000 in combined savings in 2018 and 2019
· 10% shift:  $665,000 in combined savings in 2018 and 2019
· 15% shift:  $1,494,000 in combined savings in 2018 and 2019
· 25% shift:  $3,224,000 in combined savings in 2018 and 2019

Executive staff indicate that it is difficult to estimate how many employees will choose the KingCare Select ACN option and that the savings from implementing the ACN will ramp up over time as the provider groups develop experience in the model.  

Benefits to employees choosing the KingCare Select ACN plan may include more positive experiences with providers, such as priority appointments and more options for communicating with providers, as well as potential cost savings.

Timing

The KingCare Select ACN plan is required by the County’s Total Compensation agreement to be implemented for 2018 and Executive staff is continuing negotiations with the County’s Joint Labor Management Insurance Committee over the final plan design.
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