Cross Agency Resource Sharing (CARS)

First Quarterly Report of Employee and Retiree Benefits Subcommittee 

September 15, 2010


Proposed Project/Target Opportunity/Action: 
Consolidate the Employee Benefit Plan Offerings (medical, dental, vision) of County Agencies under fewer vendor arrangements.  Prescription coverage is already consolidated.
Description/Purpose: The combined annual health plan cost for the five County agencies exceeds $600 million.  90% of coverage is offered on a self-insured basis. 
The primary health care vendor are UnitedHealthcare for MCPS and MNCPPC, Carefirst BlueCross BlueShield, for the County , and CIGNA for the College.  Discussions with vendors and analysis of data provided in recent plan bids suggests that lower costs could be achieved by consolidating to fewer/common vendors.

Preliminary Implementation Steps or any Obstacles/Issues to be resolved: 
The County agencies have historically joined in competitive bid efforts, but past RFPs have always included a provision that decisions could be different from agency to agency.  As a result, some agencies offer a menu of vendors that may or may not offer the most competitive pricing.  To achieve maximum savings in a competitive bid process agencies should agree at the onset to fewer/common vendors.  
Several agencies just completed bids on their medical, dental, vision and life programs.  Timing of a new bid could lead vendors to conclude that the recently completed bids which asked for three year pricing agreements should be honored.  

Barriers that need to be addressed include an agency willingness to make changes, and labor’s role in decision making.

Level of Service Potential: Generally service delivery would be unchanged because this opportunity does not include making changes to plan designs.  There could be some short term pain associated with changing vendors because plan participant doctor/patient relationships could be impacted.  It is believed that disruption of current doctor patient relationships could be kept to a minimum if the county agency business is consolidated because chosen vendors would have additional  leverage to recruit providers to participate in their plan(s).

Cost Containment/ Estimate of Annual Savings:  

____ Less than $100,000 

 ____More than $100,000 but less than $500,000,

 ____More than $500,000 but less than $1M
_X_  More than $1M but less than $3M
____ More than $3M
Reasonable Timeframe for Successful Implementation:
Midyear FY 12 would coincide with January 1, 2012 plan year.  New RFPs would have to be issued in later FY 11.  Issuance of RFPs could be staged over a period of time (for instance, medical in year 1, dental in year 2, etc.).  

Level-of-Work Required to Implement:

____ Significant    __x__ Moderate   ____Minimal
Issues would include time to issue and evaluate competitive bids and the need to develop a detailed communication plan to participants in an agency where vendor changes are made. 
Up-front Implementation Cost (if any)
____No     __x_Yes 
There will be cost to preparing, releasing and evaluating an RFP as well as developing communication plans.  Generally, the agencies have resources in place to accomplish this.
Need for Coordination with any Other Working group or Outside Agency/Entity?

____No   __x__Yes   If yes, what group/s:
Procurement, depending on how many other recommendations will require competitive bids.  

This Proposed Project was recommended by the following Subcommittee members:
All
This Proposed Project was not endorsed by the following Subcommittee members:

None
Documentation (if any):  (Include relevant documents/research/information that support the recommendation and rationale)

Proposed Project/Target Opportunity/Action 
Combine COBRA and Flexible Spending Plan Administration for all county agencies.
Description/Purpose: All County agencies contract with outside vendors to provide COBRA and Flexible Spending Account (FSA) administration. Between the agencies six different vendors are used.   The per-employee/per month costs vary by agency and it is believed that a joint contract with a single vendor can produce savings.  This could occur as part of Option #1a and b, but should be considered if overall agency benefit program consolidation is not pursued..   

Preliminary Implementation Steps or any Obstacles/Issues to be resolved: 
The first step would include an RFP to identify a single vendor to provide COBRA administration and FSA plan administration.  The COBRA and FSA vendors do not have to be the same, but can be.

Level of Service Potential: We do not anticipate any service delivery issues with the exception of employees being asked to work with a new vendor.  

Cost Containment/ Estimate of Annual Savings:  

__x__ Less than $100,000 

 ____More than $100,000 but less than $500,000,

 ____More than $500,000 but less than $1M

____ More than $1M but less than $3M

____ More than $3M
Reasonable Timeframe for Successful Implementation:

Midyear FY 12 to coincide with the 2012 plan year (January 1, through December 31).

Level-of-Work Required to Implement:

____ Significant    ____ Moderate   __x__Minimal
The County agencies have a long history of jointly bidding programs and are well versed on steps associated with a joint procurement.  In the past agencies have not always agreed on where to place business.  Agreement to place the business with the same vendors would be needed because in the past when the agencies disagreed, they awarded contracts to different vendors.

Up-front Implementation Cost (if any)

__x_No     ____Yes       If yes, what are the estimated costs?  

Only the cost of preparing an RFP
Need for Coordination with any Other Working group or Outside Agency/Entity?

____No   __x__Yes   If yes, what group/s:


Procurement group may have some thoughts on a joint procurement effort especially if several CARS recommendations involve the procurement process.

This Proposed Project was recommended by the following Subcommittee members:

All

This Proposed Project was not endorsed by the following Subcommittee members:

None

Documentation (if any):  (Include relevant documents/research/information that support the recommendation and rationale)

MCPS uses SHPS for COBRA and FSA Administration

MCG uses COnexis for COBRA and Pay Flex for FSA Administration

MNCPPC uses SHPS for COBRA and Flex Administration

Montgomery College uses CBIZ for COBRA and Flex Administration

Proposed Project/Target Opportunity/Action:

Consolidate and bring payment of retiree benefits in house.

Description/Purpose: All County agencies have defined benefit retirement plans and use third party vendors to benefits to retirees. Montgomery County, MCPS, and Montgomery College retirees receive benefit payments from Aetna.  MNCPPC uses Northern Trust to pay retiree benefits. 

The County plans to bring retiree benefit payments in house late FY 2011, and projects annual savings of approximately $300,000.  This opportunity considers the possibility of MCPS, the College and possibly other agencies using the County’s retiree payroll system to pay their retirees.  In addition to lowering the cost to pay retirees, significant improvements to reporting capabilities would occur.  
Preliminary Implementation Steps or any Obstacles/Issues to be resolved: 
Complete a cost/savings and logistical analysis to identify step needed to bring payments in house.  System requirements need to ensure that data is shared quickly so that the rolls are kept current. Liability issues need to be explored.
If the responsibility for paying MCPS (and possibly Montgomery College) is moved to the County, additional County resources would be needed.  The cost of those resources should be offset by the savings resulting from moving this task from Aetna.  Savings estimated below are net savings.
Level of Service Potential: 
Retirees are used to getting their checks from Aetna or in the case of MNCPPC Northern Trust, and may have a negative view of a change.  However a clear communication plan would help reduce any retiree fears.  The County will be limiting retiree state tax withholding to Maryland taxes only.  That may be a problem for retires of agencies whose retirees are used to having non-Maryland state taxes withheld.

The County is also requiring retirees to use direct deposit.  To the extent that agency retirees receive checks, a direct deposit requirement could be negatively perceived.

Cost Containment/ Estimate of Annual Savings:  

____ Less than $100,000 

 _x__More than $100,000 but less than $500,000,

 ____More than $500,000 but less than $1M

____ More than $1M but less than $3M

____ More than $3M
Reasonable Timeframe for Successful Implementation:

Midyear FY 12 to coincide with the calendar year changes for retirees. (January 1, through December 31).

Level-of-Work Required to Implement:

____ Significant    __x__ Moderate   ____Minimal
Most of the work would be to evaluate steps and business rules for transferring and housing data in the County system and establish protocols for calculating benefit adjustments (COLA, retroactive changes, cessation of benefits)  

Up-front Implementation Cost (if any)

_____No     __X_Yes       Cost to set up the payment module and set up data capture and tracking.  Unknown at this time.
Need for Coordination with any Other Working group or Outside Agency/Entity?

____No   __x__Yes   If yes, what group/s:
Possibly the administrative group if there will be a recommendation to consolidate payroll across agency lines.

This Proposed Project was recommended by the following Subcommittee members:

All
 Proposed Project was not endorsed by the following Subcommittee members:

None

Documentation (if any):  (Include relevant documents/research/information that support the recommendation and rationale)

List of Potential Post FY 12 Ideas/Target Opportunities:

1. Consolidate defined benefit retirement programs of county agencies under one program.  Current plan designs could be maintained, but consolidation could improve efficiency in a number of areas including:

a. Benefit calculations

b. Plan administration

c. Communications

d. Investment of plan assets

e. Actuarial support

f. Funding strategies

g. Pre-retirement seminars

2. Consolidate the Employee Benefit Plan Offerings (medical, dental, vision, prescription, life insurance, Flexible Spending Administration, COBRA administration, etc.) of County Agencies under one Administrative Unit that supports all county agencies.  This is step further than the first option recommended by the Committee and would be expected to take more time to implement.  
Possible efficiencies:
a. Streamlined administration - currently each agency has one or more director/division chief/manger level position overseeing the health plan function.
b. Streamlined staff - each agency has benefit staff responsible for vendor relations, enrollment and eligibility, paying carriers, tracking plan experience, rate setting, communicating to plan participants, and liaison with Medicare.  
c. Improved reporting – broad experience data could stabilize rate and plan experience.
d. Consolidated communication of benefits and benefit levels
3. Jointly develop Wellness and Disease Management strategies.  Montgomery County Schools recently hired a Wellness Coordinator to work with insurance carriers to educate and advise employees and retires of wellness and disease management programs and to conduct wellness and disease management seminars and educational programs throughout MCPS. Explore the option of other agencies taking part in this effort.

4. Jointly approach light duty and return to work strategies, and consider expanding the County Occupational Medical program as a resource for all County agencies.

5. Currently benefits among county agencies are “comparable” but not the same.  Consider a uniform plan design across agency lines whether or not the plans are consolidated. 

6. Consider separating benefit negotiations out of the existing labor/management model and negotiate uniform benefit with all county unions.

7. Consider combining drug and alcohol testing across agency lines, and explore the possibility of leveraging the contracts with health insurance vendors.

8. Consolidate the County and MCPS (and perhaps other agency) processes to evaluate applications for disability retirement.  The County Government is about to begin a detailed operational assessment of the County Government’s Retirement System Disability Program to identify and document current workflows, policies and procedures as well as weaknesses in the system.  MCPS is interested in being included in this operational assessment to determine if their disability applications could efficiently flow though the County’s Disability Review Panel (DRP).
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