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MILWAUKEE COUNTY
Inter-Office Communication


DATE:		August 27, 2015


TO: 	Supervisor Theodore Lipscomb, Chairman, County Board of Supervisors

	
FROM:	Amy Pechacek, Director, Risk Management
		
						
SUBJECT: Contract Award Recommendation for Family Medical Leave Act (FMLA) Administration 	

BACKGROUND
The Family Medical Leave Act (FMLA) is a federal law enacted in 1993. The FMLA entitles eligible employees to take job-protected leave for specified family and medical reasons. Eligible employees are allowed up to twelve workweeks of leave in a twelve month period for such things as the birth or adoption of a child, to care for the employee’s spouse, child, or parent who has a serious health condition, an employee’s own serious health condition that makes them unable to perform the essential functions of their job, or any qualifying exigency arising out of a covered military member on active duty. The Wisconsin Family Medical Leave Act (WFMLA) predates the FMLA and provides similar leave provisions under slightly more lenient minimum qualifications. 

ADMINISTRATION
FMLA was historically administered in Milwaukee County at the Human Resources (HR) Generalist level within the departments. This process was changed in January of 2013 to centralized administration under Risk Management. Driving this change was a desire to move towards a consistent, organizational-wide approach that reduces the liability inherent in using multiple processes and departmentally based discretion for leave approvals, and also to protect the amount of employees’ personal health information available to local management. FMLA leave was returned back to HR for a portion of 2013 when the Risk Management Director position was vacant, and is now once again housed in the Department of Risk Management. The leaves are managed manually via mail, fax machines, and tracked by data entry on spreadsheets. 
 

COMPLIANCE AGREEMENT
The document provided as a supplement to this report is a Compliance Agreement drafted by the Department of Labor (DOL) that the federal government required Milwaukee County to enter into as a result of several founded complaints filed against the County for improper FMLA administration prior to 2014. The agreement went into effect May 9th, 2014. 

In the agreement, the DOL states “Milwaukee County has failed to comply with the provisions of the Family Medical Leave Act (29 USC §§ 2601 et seq.)... due to inherent systemic violations which the DOL believes have been caused by the current manner in which Milwaukee County administers leaves”. The specific case violations cited involved Milwaukee County’s inability to meet regulatory deadlines, improper leave denials, inability to track leave data, and a pattern of non-responsiveness from the leave administrators to the employees. 

WORKGROUP
Risk Management shares the DOL’s concern with our current leave process and in 2014 established a cross-functional and multi-departmental workgroup to explore the best long-term solutions to this issue. Representatives from Risk Management, Human Resources, the Comptroller’s Office, Information Management Systems Department, and Corporation Counsel met consistently throughout 2014 and developed three plausible solutions to the current administrative challenges; implementing an internal technology-based solution, transitioning from self-administration to third party administration (TPA), and decentralizing leave administration to the departmental level.  

Each of the three administrative alternatives were explored through a cost-benefit analysis in consideration of overall organizational impact, efficiencies, conflicts, and projected outcomes. Upon conclusion of the research efforts, the workgroup representatives unanimously recommended transitioning the model of administration from self-administration to a TPA, which is consistent with a best practices approach to handling the volume and complexity of leaves at our organization. Among the gains, the group identified that using a TPA protects the confidentiality of our employees’ personal medical information, provides efficiencies in technology such as electronic and automated tracking as well as analytic reporting tools, improves customer service for our employees and management, eliminates the internal conflict of interest of having employees administer leave for coworkers that are family members or friends, provides subject matter expertise and a breadth of resources to adhere to the state and federal statutes which reduces the liability of litigation and fines, and is more cost effective than the current model. This recommendation is further endorsed by representatives of the Personnel Review Board, who currently preside over personnel matters that routinely involve flaws of the current FMLA administrative process. 

RFP
A joint Request for Proposal (RFP) for Milwaukee County and Milwaukee County Transit System was authored and reviewed by all the relevant stakeholders. The RFP was released on April 13, 2015, with bid responses due on May 15, 2015. Five proposals were received. The review panel evaluated the proposals on technical ability and also separately on a cost metric. FMLA Source was the highest point earner on the technical ability section and the second highest point earner on cost. They were the highest point earner overall. The panel conducted on-site interviews and demonstrations with the top three highest point earners and FMLA Source remained the top selection upon conclusion of this process. 

FMLA Source
FMLA Source is an industry leader in leave administration, handling this function for 1,700 organizations nationwide and 1.9 million employees. Their book of business has a strong presence in the state of Wisconsin and in nearby Illinois. Current clients within our vicinity include Racine County, Eau Claire County, Walworth County, Sheboygan County, Sauk County, Lake County, Illinois, and the Illinois Tollway Authority. 

FMLA Source provides the essential technology needs identified by the workgroup such as automation with internal payroll systems, reporting, analytics, and real time electronic access to leave related data for managers and employees. Our service team includes trained medical professionals to review certifications and a legal division dedicated solely to monitor FMLA compliance issues. This resource will keep the County current with the latest case law and regulatory changes, measures which reduce the County’s liability. Reports about usage, patterns, and current workforce status are available on demand and at customized intervals. Currently the County has employees reading and interpreting medical information involving coworkers and their families, corresponding with physicians, and making decisions about leave approvals or denials that deal with legal compliance issues without the benefit of a medical or legal background. 

Contracting with FMLA Source also affords the County access to industry trends and benchmark data. Currently, the County has no readily available statistics from other organizations, making our trend reports and usage numbers difficult to analyze. FMLA Source will also guide the County in updating our leave policies and provide training for HR and managers on regulatory responsibilities and the new processes. 

Customer service for employees using FMLA was specifically cited by the DOL as an issue for Milwaukee County in the 2014 Compliance Agreement. Complaints to the DOL included the fact that employees were unable to communicate with the leave administrators, who had a pattern of not returning phone calls or responding to emails. FMLA Source allows for technology and resources to provide proper and legally compliant customer service for employees and management. Employees can open new leaves, track current leaves, report time, and obtain information online 24 hours a day, 7 days a week, 365 days a year. Live customer service is available at a dedicated toll free number from 7:30 am to 9:30 pm Monday through Friday, and any calls made after 9:30 pm are returned within 24 hours. Employees can also request a new leave via a phone call, determine eligibility, and have all questions answered immediately. FMLA Source proactively reaches out to employees near the end of their leave entitlement to inform employees about next steps for return to work, or what to do if they need additional time. 

FMLA Source is also dedicated to reducing the cost of absenteeism at Milwaukee County by using two distinct methods. First, their claims management systems trends and identifies pattern abusers and challenges suspected misuse. Second, FMLA Source identifies and leverages all resources to conduct outreach to at risk employees by connecting them with our existing Employee Assistance Programs (EAP) and disease management programs. With proper administration, FMLA Source clients outperform the industry averages by 97 days per every 100 employees. The median organizational usage in our industry is 329 lost workdays per 100 employees, and their book of business is currently averaging 232 lost workdays per 100 employees. These results add hours of work back to our organization to the equivalent of 4.8 additional full-time positions. 

As part of this initiative, contract management of FMLA Source would be housed in HR. This allows for better leverage of EAP programs, coordination with Short Term Disability benefits, proper handoff between FMLA and Civil Service leaves, as well as consideration for the overlap between the American with Disabilities Act (ADA) regulations relative to all of the above programs. 

FISCAL IMPACT 
There is no fiscal impact on the current budget year. The annual fee for leave administration with FMLA Source is a flat rate of $96,798, totaling $290,394 over the three year term. Our current direct annual costs associated with internal leave administration are $165,284, totaling $495,852 over three years. This includes the annual salary and benefit costs for the internal leave administrators of $158,784 and the annual postage expenditures associated with FMLA mailing of $6,500. In addition, between 2010 to the present, there have been 32 FMLA specific lawsuits which to date have an incurred cost of $344,380. At minimum, the County realizes a direct cost savings of $68,486 annually, with a total savings of $205,458 over the three year contract term. This estimate does not incorporate the expected reduction in litigation, leaves, absenteeism, and reduced overtime payments gained through proper administration.  

RECOMMENDATION
The Director of Risk Management recommends approval of the attached resolution authorizing the retention of FMLA Source for a three year term to provide FMLA leave administration services to Milwaukee County.


_____________________________________________
Amy Pechacek, Director, Risk Management 

 CC:   	Chris Abele, County Executive
	Raisa Koltun, Chief of Staff, County Executive’s Office 
	Teig Whaley-Smith, Director of Administrative Services
Paul Bargren, Corporation Counsel
Kerry Mitchell, Human Resources Director
Members of Judiciary, Safety, and General Services Committee 

Exhibits
A) Department of Labor Compliance Agreement for Milwaukee County 
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