City of Leesburg
Proposed On-Site Employee Health Clinic

Executive Summary

The costs of providing health care benefits to the employees of the City of Leesburg continue to increase at an alarming rate.  While the City experienced only moderate growth in their group health insurance costs in fiscal years 2005 through 2007, there has been significant increases in the last few years.

Shifting these increases to the employees, while providing some immediate and short-term financial relief to the City of Leesburg, fails to achieve the desired results of lowering the total costs of providing health insurance, or changing employee’s consumer decisions regarding their healthcare. In order to achieve real success, the City and its employees must begin working together to manage health rather than just managing costs.

The City of Leesburg staff has been working hard with their counterparts from the cities of Mount Dora, Tavares and Eustis to explore the feasibility and cost-effectiveness of implementing a shared-service, multi-site employee health clinic model. On-site employee health clinics is a solution that more and more organizations are turning to in order to reduce the costs of providing health care benefits to their employees.  This multi-city task force completed the Request For Proposal (RFP) process and selected CareHere, LLC, as the finalist to provide management services for the multi-site employee health clinics.  Each of the participating cities will be presenting this proposal to their respective City Commissions in the latter part of June.

Using actual health insurance claims data, CareHere, LLC, has estimated that the City of Leesburg could save up to $1.3 million over the next three (3) years by shifting primary care away from community-based physicians in the Blue Cross Blue Shield provider network and into an on-site employee health clinic(s) model.

Background

[image: ]The City of Leesburg currently maintains a self-funded, open-access, three-tiered PPO group health plan for its eligible employees, dependents, and retirees. The City contracts with Blue Cross Blue Shield of Florida to provide claims administration and provider network access. 

The City’s medical claims and other group health plan expenses have increased almost 16% annually over the past three (3) years.

The estimated total expenses for the City’s group health plan for FY 2010 are $3.7 million which includes actual medical claims costs, claims administration fees paid to Blue Cross Blue Shield, premiums for the City’s excess health insurance policy, and other miscellaneous expenses. 

Revenues to pay these expenses come from two (2) principal sources: employee contributions in the form of payroll deducted premiums, and budgeted employer contributions. The estimated premiums received from employee contributions are $700,000 for FY 2010. The estimated annual contributions from the City will be $3,000,000 for FY 2010. 

[image: ]A breakdown of medical claims over the past few years into types of services indicates that doctor visits comprise the largest percentage of our group health plan claims costs. A description of each service category follows.

· The Facility Services category is comprised of inpatient and outpatient services such as hospital stays and outpatient surgeries.

· The Professional Services category is comprised primarily of charges for family and specialist office visits, but also includes charges for diagnostic testing, durable medical equipment, and home health care.

· Pharmacy charges include the employer cost for prescriptions.

Strategies

A few years ago, the principle strategy to manage group health plan costs was cost shifting.  Overall, increasing employee contributions, by increasing employee premiums and/or raising co-pays and deductibles, while providing some temporary budgetary relief, have been unsuccessful in reducing the total costs of health insurance or modifying employees’ decisions regarding their healthcare choices.
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Group health plan sponsors are now realizing that successful strategies must go beyond simply managing health care costs, and begin focusing on managing health risks as means of effectively controlling health care costs.  Employee behaviors and health risk factors are significant cost drivers for group health plans.

A cultural shift must take place where employees become more accountable for their health and wellness, and employers and other group health plan sponsors must recognize the importance of managing health risks not only to decrease the costs of providing health insurance but also to increase employee productivity.

Overview of On-Site Employee Health Clinics

An increasing number of employers, both in the private and public sectors, are turning to on-site employee health clinics as an effective way to manage not only health care costs, but also manage health risk behaviors.  Modern day employee health clinics have evolved significantly from the traditional “company doctor” model which typically only provided occupational health screenings and limited acute care treatment.  Today, on-site employee health clinics allow employers to offer their employees a more cost effective pathway to primary health care compared than the more expensive community-based physicians found in their group health plan provider network.

Services Offered

An on-site employee health clinic can replace the medical services described below that are typically performed by community-based physicians.  Contrary to the older employee health clinic model, today’s on-site employee health clinic focus on the primary health services which present the largest expense and potential savings to the employer.

· [image: ]Primary Care.  On-site clinics provide the basic medical care typically obtained through a primary care or family care physician such as routine checkups, immunizations and non-emergency acute care.  However, the real advantage to these clinics is that they include a generic prescription dispensary, basic lab work, and most importantly, health risk assessments aimed at early detection and intervention, health and wellness coaching, and chronic disease management. Optional services such as x-rays can be added if cost-effective.

· Occupational Health Services. These services include employment physicals and fitness for duty exams, drug testing, and medical screenings and surveillance required by regulatory agencies such as OSHA. 

· Treatment of Occupational Injuries.  On-site clinics can also provide triage and treatment of on-the-job injuries and illnesses.

Clinic Management

Employers generally have three (3) clinic management options when implementing an on-site employee health clinic:

· Self-Management.  Organizations run their own clinic and are responsible for hiring medical personnel and purchasing prescriptions, medical equipment and supplies. While this model allows for total control of clinic operations, it does create some medical liability and privacy of health records concerns.

· Contracting with Outside Health Providers.  Organizations contract with an outside health care provider such as a local hospital or the medi-clinics associated with pharmacy chains to provide location(s),and to manage medical staffing and the operations of the clinic. While this option does eliminate concerns with liability and privacy issues, it presents some distinct disadvantages in higher costs, lower savings, and generally, these types of clinics are shared with private patients. 

· Third-Party Vendors.  This is the most commonly used clinic management model.  Employers contract with a specialized third-party vendor to manage clinic operations, recruit medical staff, and purchase medical goods and supplies.  Typically, a per-employee-per-month (PEPM) administration fee is charged to the employer for these services. Third-party vendors use their bulk purchasing power to purchase prescriptions and supplies at a discounted price and then transparently invoice the employer without markup. In this model, the employer is responsible for providing the building, all build-out costs and building operating costs.

Benefits of On-Site Employee Health Clinics

Employer Benefits:

· Employers achieve immediate savings when their employees use the clinic. Hiring part-time medical staff and purchasing bulk pre-packaged generic prescriptions and supplies provide for a much more cost-effective model than when employees utilize a provider in the group health plan network. The average cost to the City of Leesburg for a family physician visit through the Blue Cross Blue Shield network is $150. The cost of a similar visit to an on-site employee health clinic can range from $40 to $70. 

· Employers can achieve significant and long term savings because the key element in the success of on-site clinics is the integration of wellness and disease management programs. 
[image: ]
· Through the use of annual health risk assessments (HRAs), potentially serious medical conditions can be identified much sooner. Through integrated early intervention, health coaching and chronic disease management, employers can reduce their exposure to large medical claims. 

Annual Health Risk Assessments (HRAs) are designed to identify high risk areas and behaviors, and assist and encourage patients to self-manage their own health.  HRAs include standard blood tests, physical assessments including blood pressure, height, weight and BMI, and a health behavior questionnaire.
· Industry analysts claim that a $1 to $4 return on investment can be achieved for every $1 invested in on-site employee health clinics depending on several variables including negotiated medical labor costs, building operating costs, and the wellness profile of our employee population.

· Employers can also realize soft cost savings through decreased absenteeism and increased productivity. Average time spent away from work for a physician visit to an on-site clinic is 20-30 minutes as compared to 3+ hours for a visit to a community-based physician.

Employee Benefits:

· By removing barriers to primary healthcare such as co-pays, employees benefit from on-site clinics through reduced out-of-pocket costs for medical treatment, prescriptions, and basic lab work, increased convenience and ease of use of an employee clinic when compared to a community-based provider, and improved health and morale.

Clinic Access

Eligibility.  Eligible employees, dependents, and retirees include those that are currently enrolled in the City’s group health plan. The minimum age limit for children would be determined by the qualifications of the clinic physician. Typically, if the managing company is able to recruit a family physician, then patients twelve (12) years old and up could be treated. Pediatric services will not be offered through the clinic.

Employees not covered by the City’s group health plan, including probationary employees, employees covered by a spouse’s plan or have military coverage could be eligible for clinic services, however, usage by this group would not present a savings to the City.

Hours of Operation.  Initially, the clinic would be open only 24-32 hours per week which would be broken down into eight (8) and/or four (4) hour blocks of time on different days of the week.  Additional hours of operation would be added as more employees, dependents and retirees use the clinic.

Appointments can be scheduled on-line, over the telephone or in person.  Walk-in patients can be accommodated.  By contract, physicians must spend no less than twenty (20) minutes with each patient in order to improve the quality of care.

Location.  The preferred location for the Leesburg clinic is the Cultural Arts Building.  The clinic would only use one half (½) of the facility leaving adequate meeting space for community organizations.

The clinic portion of the Cultural Arts building would be remodeled into a medical suite complete with exam rooms, a prescription dispensary, a testing area for employment physicals, and an optional x-ray room. 
In addition, a small parking lot would be added to the west side of the building for all users of the Cultural Arts facility.

Clinic Staffing.  For an employee population the size of the City of Leesburg, an on-site employee health clinic would be staffed with one (1) primary care physician, one (1) registered nurse, and one (1) medical assistant.  A less expensive medical staffing model would be to employ a nurse practitioner rather than a physician, and contract with a medical director to provide clinical oversight.  

Patient Charges.  In most on-site clinics, healthcare services including physician charges, generic prescriptions, and basic lab work are offered free to eligible employees, dependents and retirees.  The primary reason for offering free health care services is to eliminate cost barriers to the employees in order to increase utilization. 

Patient Records.  The clinic will use an electronic health records (EHR) system.  Recordkeeping and records access will be compliant with the HIPPA Privacy Rule.  

Implementation

Shared-Services Agreement.  The City of Leesburg has joined forces with the cities of Mount Dora, Tavares and Eustis to establish a shared services network of on-site employee health clinics. Initially, representatives from the Lake County Board of County Commissioners, Lake County School Board, and the City of Clermont were invited to take part in this joint effort, but unfortunately they were not able to move forward with this project at this time.
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The advantages of a shared services network with the other cities are two-fold: 

First, by combining employee populations, the cities were able to take advantage of increased buying power and obtain a lower cost proposal than we could have individually. 

Second, one of the most important components in the success of an on-site clinic is utilization. The more employees, dependents and retirees that shift their primary healthcare away from the more expensive group health plan provider network to the less expensive and more effective on-site clinics, the greater the savings that can be achieved. 

The key driver behind increasing employee utilization is convenience.  By offering multiple employee health clinic locations, employees and family members from all participating entities can take advantage of the added convenience and ease of use.
For example, a Leesburg employee lives in the Eustis area. While it would be convenient for the employee to use a clinic in the Leesburg area, it may not be as convenient or cost-effective for his family members to drive all the way to Leesburg in order to save the $15 co-pay charged for using a family physician in the Blue Cross Blue Shield provider network. The employee’s family members could use an employee clinic in the Eustis area and still provide the same savings to the City of Leesburg.

Selection Process.  Staff members from the four (4) cities formed a multi-city task force in August, 2009, for the purpose of exploring the feasibility of on-site clinics, both as stand-alone clinics and as a network, and for the purpose of developing, distributing and evaluating a request for proposal (RFP) for a shared-services on-site employee health clinic network. In order to address any concerns by local healthcare providers including Leesburg Regional Medical Center and local physician practices, the RFP was posted on DemandStar, a web-based clearinghouse for governmental RFPs, and copies were sent directly to the hospital, Medero Medical, now U.S. HealthWorks Medical Group, and Florida Heart and Vascular Center, all of which had expressed interest in providing employee health clinic services to the City of Leesburg. None of these local companies responded to the RFP. 

On-Site Clinic Locations.  Based upon the recommendations of the multi-city task force and CareHere, LLC., one (1) on-site clinic would be located in Leesburg, and another on-site clinic would be centrally located in the Mount Dora/Tavares/Eustis area.

Cost Sharing.  The cost sharing arrangement tentatively agreed upon by the task force is as follows:

· Each entity would be responsible for paying for its share of the program savings engine fee which is a per-employee-per-month fee based upon total number of eligible employees and retirees.

· Leesburg would be responsible for the build-out costs, start-up costs, and operating costs of an on-site clinic located in Leesburg.  Mount Dora, Tavares, and Eustis would be jointly responsible for the same costs for an on-site clinic located in the Golden Triangle area.

· Total medical labor costs would be jointly shared based upon actual utilization.  For example, if Leesburg employees utilized 40% of the total available appointment slots, regardless of which clinic was utilized, then Leesburg would pay 40% of the medical staff labor costs.  

· The cost of minor medical supplies would be absorbed as part of the operating costs for each clinic location.

· Prescription costs would be charged to the employee’s employer regardless of which clinic is used. For example, the City of Leesburg would pay for a prescription issued to a Leesburg employee or covered dependent of that employee, even if the clinic in the Eustis was used.

Expenses

Start-up Costs. 

· Build-out1:					$75,000 (see attached draft floor plan)
· Basic medical and office supplies:		$9,000
· IT hardware and software:			$8,000
· Pharmacy Inventory2:				$8,000

Total Start-up Costs:	$100,000

1 City staff is currently in the process of soliciting bids for the construction work for the proposed clinic.

2 The dispensary would maintain an inventory of approximately 100-200 different generic prescriptions.

Additional start-up costs for the purchase of optional medical equipment include:

· X-Ray Equipment:				$81,350
· ECG & treadmill for cardiac stress testing:	$12,022
· Audiometric (hearing testing) equipment:	$9,571
· Pulmonary Function Testing equipment:	$1,937

Lease options rather than purchase are available.		

On-Going Annual Expenses 

The following estimated on-going expenses are based upon operating the clinic 24 hours per week. As hours of operation increases based upon utilization, variable expenses including medical labor, prescriptions, supplies and building operating costs will increase proportionately

· [bookmark: OLE_LINK1][bookmark: OLE_LINK2]Program Savings Engine Fee			$161,450
· Medical Labor *				$210,000
· Prescriptions					$60,480
· Medical Supplies and Labs			$36,540
· Miscellaneous					$8,400	
· Building Utility Costs				$3,000					

Total Annual On-Going Costs:	$479,870

*   Medical Labor costs are based upon staffing levels of one (1) physician, one (1)   RN, and one (1) medical assistant. Substitution of an ARNP for a physician would result in additional savings.  


Savings

[image: ]CareHere, LLC has projected that the City of Leesburg would save an estimated $1.3 million over the first three (3) years of operation of an on-site employee health clinic. 

The projected savings are net of start-up costs and on-going expenses. 

Projections are based upon the City’s group health plan costs increasing 12% each year over the next three (3) years without an employee health clinic.

The savings projections do include a 3% annual increase in the expenses of operating a clinic primarily due to cost of living increases for medical staff.

Although not included in CareHere’s savings projections, additional “soft costs” savings will be achieved by the City in the form of reduced absenteeism, increased productivity, and improved employee morale.

It is important to note that these projected savings are subject to several variables including total employee utilization and the overall health profile of the City’s employee population.
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