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HOUSE BI LL 2362

State of WAshi ngt on 56th Legislature 2000 Regul ar Sessi on

By Representatives Cody, Kastama, Edwards, Ednonds, Schual -Berke,
Conway, Kagi, Rockefeller, Kenney, Tokuda, Mirray, Wlfe, Fisher,
Qgden, Morris, Ruderman, Stensen, Lovick, Veloria, Wod, Kessler,
Regal a, Reardon, Cooper, Scott and Santos

Read first tine 01/11/2000. Referred to Commttee on Health Care.

AN ACT Relating to access to individual and small group health
i nsurance coverage; anmending RCW 48.41.020, 48.41.030, 48.41.040,
48.41. 060, 48.41.080, 48.41.090, 48.41.100, 48.41.110, 48.41.120,
48.41. 130, 48.41.140, 48.41.200, 48.43.015, 48.43.025, 48.43.035,
48.20. 028, 48.21.045, 48.44.022, 48.44.023, 48.46.064, 48.46.066
48. 44. 020, 48.46.060, 70.47.010, 70.47.020, 70.47.100, 41.05.140,
48. 44. 130, 48.46.300, 48.21.047, 48.44.024, and 48. 46. 068; reenacting
and anending RCW 48.43.005, 70.47.060, 43.79A 040, 43.84.092,
43.84. 092, and 43.84.092; adding new sections to chapter 48.41 RCW
addi ng new sections to chapter 48.43 RCW adding a new section to
chapter 48.44 RCW adding a new section to chapter 48.46 RCW creating
new sections; repealing RCW 48.41.180; providing effective dates;
provi ding an expiration date; and declaring an energency.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:
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WASHI NGTON STATE HEALTH | NSURANCE POCL

Sec. 101. RCW 48.41.020 and 1987 ¢ 431 s 2 are each anended to
read as foll ows:

It is the purpose and intent of the legislature to provide access
to health insurance coverage to all residents of Washington who are

deni ed ((adeguate)) health insurance ((fer—any—+easen)). ((H—+s—the
. .t he teais I I | | . health i

considered—unnsurable—or—who—-are—underinsured-)) It is the intent of
t he Washi ngton state health insurance coverage access act to.

(1) Provide a nechanismto ((+nasure)) ensure the availability of
conprehensive health insurance to persons unable to obtain such
i nsurance coverage on either an individual or group basis directly
under any health plan,_

(2) Establish a nechanism to equitably distribute the excessive

ri sk sonetinmes associated with the individual health i nsurance markets
anong all health purchasers;

(3) Enable health carriers to better protect against the cost of
covering high risk individuals; and

(4) Create incentives for carriers to develop quality health pl ans
in the individual markets, rather than focus on risk avoi dance.

Sec. 102. RCW 48. 41. 030 and 1997 ¢ 337 s 6 are each anended to
read as foll ows:
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( o hi I _ the_follow I I .
indieated;)) The definitions in this section apply throughout this

chapter unless the context clearly requires otherw se((+)).

(1) "Accounting year" neans a twel ve-nonth peri od determ ned by the
board for purposes of record-keeping and accounting. The first
accounting year may be nore or |ess than twelve nonths and, fromtine
to time in subsequent years, the board may order an accounting year of
ot her than twel ve nonths as nay be required for orderly managenent and
accounting of the pool.

(2) "Admnistrator”™ neans the entity chosen by the board to
adm ni ster the pool under RCW 48. 41. 080.

(3) "Board" neans the board of directors of the pool.

(4) "Conmm ssioner"” neans the insurance conm ssioner.

(5) "Covered person"” neans any individual resident of this state
who is eligible to receive benefits fromany nmenber, or other health
pl an.

(6) "Health care facility" has the sane neaning as in RCW
70. 38. 025.

(7) "Health care provider" neans any physician, facility, or health
care professional, who is |icensed in Washington state and entitled to
rei nbursenent for health care services.

(8) "Health care services" neans services for the purpose of
preventing, alleviating, curing, or healing human illness or injury.

(9) "Health carrier"” or "carrier" has the sane neaning as in RCW
48. 43. 005.

(10) "Health coverage" neans any group or individual disability
i nsurance policy, health care service contract, and health nai ntenance
agreenent, except those contracts entered into for the provision of

health care services pursuant to Title XVIIlI of the Social Security
Act, 42 U.S.C. Sec. 1395 et seq. The termdoes not include short-term
care, long-term care, dental, vision, accident, fixed indemity,

disability income contracts, civilian health and medi cal program for
the uniformservices (CHAMPUS), 10 U.S.C. 55, |imted benefit or credit
i nsurance, coverage issued as a supplenent to liability insurance,
i nsurance arising out of the worker’s conpensation or simlar |aw,
aut onobi | e nedi cal paynent i nsurance, or insurance under whi ch benefits
are payable with or without regard to fault and which is statutorily
required to be contained in any liability insurance policy or
equi val ent sel f-insurance.
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((£26)y)) (11) "Health plan" neans any arrangenent by whi ch persons,
i ncl udi ng dependents or spouses, covered or naking application to be
covered under this pool, have access to hospital and nedical benefits
or rei nbursenent including any group or individual disability insurance
policy; health care service contract; health maintenance agreenent;
uni nsured arrangenents of group or group-type contracts including
enpl oyer self-insured, cost-plus, or other benefit nethodol ogi es not
i nvol ving insurance or not governed by Title 48 RCW coverage under
group-type contracts which are not available to the general public and
can be obtained only because of connection with a particular
organi zati on or group; and coverage by nedi care or other governnental
benefits. This term includes coverage through "health coverage" as
defined under this section, and specifically excludes those types of
prograns excluded under the definition of "health coverage" in
subsection (({9))) (10) of this section.

((xH)) (12) "Medical assistance" neans coverage under Title X X
of the federal Social Security Act (42 U S.C., Sec. 1396 et seq.) and
chapter 74.09 RCW

((22)) (13) "Medicare" neans coverage under Title XVIII of the
Social Security Act, (42 U S. C. Sec. 1395 et seq., as anmended).

((+3y)) (14) "Menber" neans any commercial insurer ((whieh)) that
provides disability insurance or group stop |oss insurance as defined
in RCW 48. 21. 015, any health care service contractor, and any health

mai nt enance organi zation |licensed under Title 48 RCW "Menber" shal
al so nean, as soon as authorized by federal |aw, enployers and other
entities, including a self-funding entity and enpl oyee wel fare benefit
pl ans that provide health plan benefits in this state on or after My
18, 1987. "Menber" does not include any insurer, health care service
contractor, or health maintenance organization whose products are
exclusively dental products or those products excluded from the
definition of "health coverage"” set forth in subsection ((9)>)) (10) of
this section.

((24))) (15) "Network provider" nmeans a health care provider who
has contracted in witing with the pool admnistrator or a health
carrier contracting wth the pool admnistrator to offer pool coverage

to accept paynent fromand to | ook solely to the pool or health carrier
according to the terns of the pool health plans.
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((x5))) ((16) "Plan of operation”™ means the pool, including
articles, by-laws, and operating rules, adopted by the board pursuant
to RCW 48. 41. 050.

((£x6))) (17) "Point of service plan" neans a benefit plan offered
by the pool under which a covered person may el ect to receive covered
services fromnetwork providers, or nonnetwork providers at a reduced
rate of benefits.

((+H)) (18) "Pool"™ neans the Washington state health insurance
pool as created in RCW48. 41. 040.

(19) "Small enployer" or "small group” has the same neaning as in
RCW 48. 43. 005.

Sec. 103. RCW 48.41. 040 and 1989 c¢ 121 s 2 are each anended to
read as foll ows:

(1) There is ((hereby)) created a nonprofit entity to be known as
t he Washi ngton state health insurance pool.

(2) The pool has two functions:

(a) To offer health insurance coverage to eligible persons as
defined in RCW48.41.100. The continued need for this function shal
be reviewed by the legislature in 2003 as provided in section 116 of
this act; and

(b) To admnister a risk sharing program for subsidization and
equitable distribution of individual narket |osses experienced by
health carriers, as provided in this chapter.

(3) Al nmenbers in this state on or after May 18, 1987, shall be
menbers of the pool. Wen authorized by federal law, all self-insured
enpl oyers shall al so be nenbers of the pool

(4) A board of directors shall be established, which shall be
conprised of ((ntne)) eleven voting nenbers. The ((eoerm-sstoner))

governor shall select ((three)) six nenbers of the board ((whe)). One
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shal | represent (({a)—the—general—puble—{b))) health care providers,
((anrd—€))) one shall represent health insurance agents, two shall

represent consuners, one shall represent private snmall enployer health
care purchasers, and one shall represent private |arge enployer health
care purchasers. ((Fhe+enmaining)) Four nenbers of the board shall be
sel ected by el ection fromanong the nenbers of the pool ((—Fhe—-eleected
rerbers—shalt)), and, to the extent possible, shall include at |east

one representative of health care service contractors, one
representative of health mai ntenance organizati ons, and one
representative of comercial insurers which provides disability

i nsur ance. The governor shall select one additional nenber of the
board who shall serve as chair. The chair nust not be an enpl oyee or
director of a nenber of the pool. When sel f-insured organizations
becone eligible for participation in the pool, the nmenbership of the
board shall be increased to ((elevenr—and—at—teast—one—renber—of—the
beard—shal—represent—the—self—+nsurers)) thirteen. One of the new
nenbers shall be appointed by the governor, and one, who shal
represent the self-insurers, shall be selected by election from anong
the nmenbers of the pool. The insurance conmm ssioner shall serve as an
ex officio nonvoting nenber.

((£3))) (5) Except for the chair, the original voting nenbers of
the board of directors shall be appointed for intervals of one to three
years. Thereafter, except for the chair, all voting board nenbers
shall serve a term of three years. The chair shall serve at the
pl easure of the governor. Board nmenbers shall receive no conpensation,
but shall be reinbursed for all travel expenses as provided in RCW
43. 03. 050 and 43. 03. 060.

((4))) (6) The board shall submt to the comm ssioner a plan of
operation for the pool and any anendnents t hereto necessary or suitable
to assure the fair, reasonable, and equitable adm nistration of the
pool . The comm ssioner shall, after notice and hearing pursuant to
chapter 34.05 RCW approve the plan of operationif it is determned to
assure the fair, reasonable, and equitable adm nistration of the pool
and provides for the sharing of ((peet)) |osses on an equitable,
proportionate basis anong the nenbers of the pool. The plan of
operation shall becone effective upon approval in witing by the
conmi ssi oner consistent wwth the date on which the coverage under this
chapter nmust be made available. |f the board fails to submt a plan of
operation within one hundred eighty days after the appointnent of the

HB 2362 p. 6



D 01~ W DN PP

10
11
12

13

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

board or any tinme thereafter fails to submt acceptable anmendnents to
the plan, the comm ssioner shall, within ninety days after notice and
heari ng pursuant to chapters 34.05 and 48. 04 RCW adopt such rules as
are necessary or advisable to effectuate this chapter. The rules shal
continue in force until nodified by the comm ssioner or superseded by
a plan submtted by the board and approved by the conm ssi oner.

NEW SECTION. Sec. 104. Thirty days from the effective date of
this section, the existing board of directors of the Washington state
health insurance pool shall be dissolved, and the appointnent or
el ection of new nenbers of the board under RCW 48.41.040 shall be
effective. For purposes of setting terns, the new nenbers of the board
shal|l be treated as original nenbers.

A. I ND VI DUAL HEALTH | NSURANCE COVERACE OFFERED BY THE POCL

Sec. 105. RCW 48. 41. 060 and 1997 ¢ 337 s 5 are each anended to
read as fol |l ows:
(1) For purposes of offering health i nsurance coverage, the board

shal | have the general powers and authority granted under the | aws of
this state to i nsurance conpani es, health care service contractors, and
heal t h mai nt enance organi zations, licensed or registered to offer or
provide the kinds of health coverage defined under this title. I n
addition thereto, the board ((ray-

€3))) shall

(a) Establish appropriate rates, rate schedul es, rate adjustnents,
expense al | onances, agent referral fees, claimreserve fornul as and any
ot her actuarial functions appropriate to the operation of the pool
Rat es shall not be unreasonable in relation to the coverage provided,
the ri sk experience, and expenses of providing the coverage. Rates and
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rate schedul es may be adjusted for appropriate risk factors such as age
and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance wth established actuaria
underwiting practices consistent with Washington state small group
pl an rating requirenments under RCW 48. 44. 023 and 48. 46. 066;

(({4)—Asse rerbe 0 he—poa N accordance with the

£5))) (b) Issue policies of health coverage in accordance with the
requi renents of this chapter; and
((¢6))) (c) Establish procedures for the adnministration of the

prem um di scounts provided under RCW 48. 41. 200.

(2) For purposes of administering the risk sharing program the
board shal |

(a) Establish the standard health plans, as provided in section 117
of this act; and

(b) Determine carrier losses eligible for subsidization and
di sburse 1 oss recovery paynents, as provided in section 118 of this
act.

(3)(a) For purposes of both offering health insurance coverage and
adm nistering the risk sharing program the board shall assess nenbers
of the pool as provided in this chapter, and make advance assessnents
as _my be reasonable and necessary for organizational or interim

operating expenses. Any interim assessnents will be credited as
of fsets agai nst any requl ar assessnents due followi ng the cl ose of the
year.

(b) If the board determ nes that assessnents in any accounting year
will exceed the threshold | evel established in section 120 of this act,
the board shall petition the comm ssioner for approval of an assessnent
in excess of the threshold anount.

(4) In addition, the board may:

(a) Enter into contracts as are necessary or proper to carry out
the provisions and purposes of this chapter, including the authority,
with the approval of the comm ssioner, to enter into contracts wth
simlar pools of other states for the joint performance of common
adm nistrative functions, or with persons or other organizations for
the performance of adm nistrative functions;

HB 2362 p. 8
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(b) Sue or be sued, including taking any legal action as necessary
to avoid the paynent of inproper clains against the pool or the
coverage provided by or through the pool;

(c) Appoint appropriate legal, actuarial and other commttees as
necessary to provi de techni cal assistance in the operation of the pool,
policy, and other contract design, and any other function within the
authority of the pool; and

((H)) (d) Conduct periodic audits to assure the general accuracy
of the financial data submtted to the pool, and the board shall cause
the pool to have an annual audit of its operations by an independent
certified public accountant.

Sec. 106. RCW48.41.080 and 1997 c¢ 231 s 212 are each anended to
read as foll ows:

The board shall select an adm ni strator ((f+remthe—renrbership—of
the—poel)) whether domciled in this state or another state through a
conpetitive bidding process to adm nister the pool.

(1) The board shall evaluate bids based upon criteria established
by the board, which shall include:

(a) The adm nistrator’s proven ability to handl e health coverage;

(b) The efficiency of the adm nistrator’s cl ai mpayi ng procedures;

(c) An estimate of the total charges for adm nistering the plan;
and

(d) The admnistrator’s ability to adm nister the pool in a cost-
ef fecti ve manner.

(2) The adm nistrator shall serve for a period of three years

subject to renoval for -cause. At least six nonths prior to the
expiration of each three-year period of service by the adm nistrator,
the board shall invite all interested parties, including the current

admnistrator, to submt bids to serve as the admnistrator for the
succeedi ng three-year period. Selection of the admnnistrator for this
succeedi ng period shall be made at | east three nonths prior to the end
of the current three-year period.

(3) The adm ni strator shall performsuch duties as nmay be assi gned
by the board including:

(a) ((AH)) Admnistering eligibility and admnistrative claim
paynment functions relating to the pool;

(b) Adm nistering procedures toidentify those eligible for prem um
di scounts under RCW 48. 41. 200;

p. 9 HB 2362



© 00 N O Ol WDN P

N NN NNRRRRRRRRPR R
A W NPEFEP O OOONO OO WDNPEFE O

25
26
27
28
29
30
31
32
33
34
35
36
37
38

(c) Establishing a premum billing procedure for collection of
prem uns from covered persons. Billings shall be nade on a periodic
basi s as determ ned by the board, which shall not be nore frequent than
a nonthly billing;

((€e))) (d) Performng all necessary functions to assure tinely
paynment of benefits to covered persons under the pool including:

(1) Making available information relating to the proper manner of
submtting a claim for benefits to the pool, and distributing forns
upon whi ch subm ssion shall be nade;

(1i1) Taking steps necessary to offer and adm ni ster managed care
benefit plans; and

(ti1) Evaluating the eligibility of each claimfor paynent by the
pool ;

((€))) (e) Subm ssion of regular reports to the board regarding
the operation of the pool. The frequency, content, and form of the
report shall be as determ ned by the board,;

(((e))) () Following the close of each accounting year,
determnation of net paid and earned premuns, the expense of
adm nistration, and the paid and incurred |osses for the year and
reporting this information to the board and the conmm ssioner on a form
as prescribed by the conm ssioner.

(4) The adm nistrator shall be paid as provided in the contract
bet ween the board and the adm nistrator for its expenses incurred in
the performance of its services.

Sec. 107. RCW 48.41. 090 and 1989 c¢ 121 s 6 are each anended to
read as foll ows:

(1) For health i nsurance coverage i ssued by the pool, follow ng the
cl ose of each accounting year, the pool adm nistrator shall determ ne
the net prem um (prem uns | ess adm nistrative expense al |l owances), the
pool expenses of admnistration, and incurred |osses for the year
taking into account investnent incone and ot her appropriate gains and
| osses.

(2)(a) Each nenber’s proportion of participation in the pool shal
be determ ned annually by the board based on annual statenents and
ot her reports deened necessary by the board and filed by the nenber
Wi th the comm ssioner; and shall be determ ned by mul tiplying the total
cost of pool operation by a fraction((5)).__The nunerator of ((whieh))
the fraction equals that nenber’s total: Nunber of resident insured

HB 2362 p. 10
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persons, including spouse and dependents under the nenber’s health
pl ans; plus the nunber of resident beneficiaries covered under group
stop loss insurance as defined in RCW48. 21. 015, m nus; the nunber of
i nsured persons covered under individual policies or contracts in the
state during the precedi ng cal endar year((;—and)). The denomni nator of
((whieh)) the fraction equals the total nunber of resident insured
persons including spouses and dependents insured under all health
plans, and resident beneficiaries covered under group stop |o0ss
insurance as defined in RCW 48.21.015, mnus the nunber of insured
persons covered under individual policies or contracts in the state by
pool nenbers.

(b) Any deficit incurred by the pool shall be recouped by
assessnent s anong nenbers apportioned under this subsection pursuant to
the formula set forth by the board anong nenbers.

(3) The board may abate or defer, in whole or in part, the
assessnment of a nmenber if, in the opinion of the board, paynent of the
assessnment woul d endanger the ability of the nmenber to fulfill its
contractual obligations. |f an assessnment against a nenber is abated

or deferred in whole or in part, the anount by which such assessnent is
abated or deferred may be assessed against the other nmenbers in a
manner consistent with the basis for assessnents set forth in
subsection (2) of this section. The nenber receiving such abatenent or
defernent shall remain liable to the pool for the deficiency.

(4) If assessnments exceed actual | osses and adm ni strative expenses
of the pool, the excess shall be held at interest and used by the board
to offset future losses or to reduce pool premuns. As used in this
subsection, "future |osses" includes reserves for incurred but not
reported cl ains.

Sec. 108. RCW48.41.100 and 1995 ¢ 34 s 5 are each amended to read
as foll ows:
(1) Any individual person who is a resident of this state is

eligible ((fer)) to purchase pool coverage ((upenprovidingevidence—-of

rejeettontor—rediecalreasoens,—areguirenrent—of+restrietiverders,—an
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if they reside in a county of the state where no nenber offers to the
public all of the standard health plans as provided in section 202 of
this act.

(2) The follow ng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nont hs have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage whi ch has been involuntarily term nated
for any reason other than nonpaynent of prem uns;

(b) Any person on whose behalf the pool has paid out five hundred
t housand dollars in benefits;

(c) Inmates of public institutions and persons whose benefits are
dupl i cated under public prograns.

(3) Any person whose health insurance coverage is involuntarily
termnated for any reason other than nonpaynent of prem um may apply
for coverage under the plan.

Sec. 109. RCW48.41.110 and 1997 c¢ 231 s 213 are each anended to
read as foll ows:

(1) The pool ((+s—auther+zed—to)) shall offer health plans,
i ncluding one or nore nmanaged care plans of coverage as provided in
this section and RCW 48.41.120, 48.41.130, 48.41.140, 48.41.200, and
sections 112 and 114 of this act. ((Suech—plans))

(2) The managed care plans of coverage may, but are not required
to, include point of service features that permt participants to
receive in-network benefits or out-of-network benefits subject to

differential cost shares. Covered persons enrolled in the pool on
January 1, ((499%)) 2000, may conti nue coverage under the pool plan in
which they are enrolled on that date. However, the pool may

i ncor porate managed care features into such existing plans.

((2)) (3) The admnistrator shall prepare a brochure outlining
the benefits and exclusions of the pool policy in plain |anguage.
After approval by the board ((ef—direetoers)), such brochure shall be
made reasonably available to participants or potential participants.

(4) The health insurance policy issued by the pool shall pay only
( (usual—eustoermary,—and)) reasonabl e ((eharges)) anounts for nedically
necessary eligible health care services rendered or furnished for the
di agnosi s or treatnment of illnesses, injuries, and conditions which are
not otherwise limted or excluded. Eligible expenses are the ((usual+

HB 2362 p. 12
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eustorarys—and)) reasonable ((eharges)) anpbunts for the health care

services and itenms for which benefits are extended under the pool
policy. Such benefits shall at m nimuminclude, but not be limted to,
the follow ng services or related itens:

(a) Hospital services, including charges for the npbst conmmobn
sem private room for the nost comon private roomif sem private roons
do not exist in the health care facility, or for the private roomif
medi cally necessary, but limted to a total of one hundred eighty
i npatient days in a calendar year, and limted to thirty days inpatient
care for nental and nervous conditions, or alcohol, drug, or chem cal
dependency or abuse per cal endar year;

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |licensed practical nurses,
or other health care providers;

(c) The first twenty outpatient professional visits for the
di agnosis or treatnment of one or nore nmental or nervous conditions or
al cohol, drug, or chem cal dependency or abuse rendered during a
cal endar year by one or nore physicians, psychologists, or comunity
mental health professionals, or, at the direction of a physician, by
other qualified licensed health care practitioners, in the case of
mental or nervous conditions, and rendered by a state certified
chem cal dependency program approved under chapter 70.96A RCW in the
case of al cohol, drug, or chem cal dependency or abuse;

(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of askilled nursing facility, excludi ng custodial and
conval escent care, for not nore than one hundred days in a cal endar
year as prescribed by a physician;

(f) Services of a hone health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

(h) Oxygen;

(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnment which has no personal use in the
absence of the condition for which prescribed;

(1) D agnostic x-rays and | aboratory tests;
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(m Oal surgery limted to the follow ng: Fractures of facia
bones; excisions of mandibular joints, lesions of the nouth, lip, or
tongue, tunors, or cysts excluding treatnment for tenporomandi bul ar
joints; incision of accessory sinuses, nouth salivary glands or ducts;
di sl ocations of the jaw, plastic reconstruction or repair of traumatic
injuries occurring while covered under the pool; and excision of
i npacted wi sdom t eet h;

(n) Maternity care services, as provided in the managed care pl an
to be designed by the pool board of directors, and for which no
preexi sting condition waiting periods may apply;

(o) Services of a physical therapist and services of a speech
t her api st ;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury; and

(r) Oher nedical equipnent, services, or supplies required by
physician’s orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

((3))) (5) The board shall design and enploy cost containnent
measures and requirenments such as, but not Ilimted to, care
coordi nation, provider network i mtations, preadm ssioncertification,
and concurrent inpatient review which my nmake the pool nore cost-
ef fective.

((4»)) (B) The pool benefit policy may contain benefit
limtations, exceptions, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with nmnanaged care
products, except that differential cost shares may be adopted by the
board for nonnetwork providers under point of service plans. The pool
benefit policy cost shares and |limtations nmust be consistent with
those that are generally included in health plans approved by the
I nsurance conmm ssi oner; however, nolimtation, exception, or reduction
may be used that woul d exclude coverage for any disease, illness, or
injury.

((5))) (7) The pool may not reject an individual for health plan
coverage based upon preexisting conditions of the individual or deny,
exclude, or otherwse limt coverage for an individual’ s preexisting
health conditions; except that it ((#a&y)) shall inpose a ((three—
monpt-h) ) six-nonth benefit waiting period for preexisting conditions for
whi ch nmedi cal advice was given, or for which a health care provider
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recommended or provided treatnent, within ((three)) six nonths before
the effective date of coverage. The pool nmay not avoid the
requirenents of this section through the creation of a new rate
classification or the nodification of an existing rate classification.

Credit against the waiting period shall be provided as required by RCW

48. 43. 015.

Sec. 110. RCW 48.41. 120 and 1989 c¢ 121 s 8 are each anended to
read as foll ows:

(1) Subject to the Iimtation provided in subsection (3) of this
section, a pool policy offered in accordance with ((t+his—chapter)) RCW
48.41.110(4) shall inpose a deductible. Deductibles of five hundred

dollars and one thousand dollars on a per person per calendar year
basis shall initially be offered. The board may aut horize deducti bl es
in other ampbunts. The deductible shall be applied to the first five
hundred doll ars, one thousand dollars, or other authorized anmount of
el i gi bl e expenses incurred by the covered person.

(2) Subject to the limtations provided in subsection (3) of this
section, a mandatory coi nsurance requi renent shall be inposed at the
rate of twenty percent of eligible expenses in excess of the mandatory
deduct i bl e.

(3) The maxi mnum aggregate out of pocket paynments for eligible
expenses by the insured in the form of deductibles and coinsurance
under a pool policy offered in accordance with RCW 48.41.110(4) shal

not exceed in a cal endar year:

(a) One thousand five hundred dollars per individual, or three
t housand dollars per famly, per calendar year for the five hundred
dol |l ar deducti bl e policy;

(b) Two thousand five hundred dollars per individual, or five
t housand dollars per famly per calendar year for the one thousand
dol | ar deducti bl e policy; or

(c) An armount authorized by the board for any other deductible
policy.

(4) Eligible expenses incurred by a covered person in the |ast
t hree nont hs of a cal endar year, and applied toward a deducti bl e, shal
al so be applied toward t he deducti bl e anount i n the next cal endar year.

Sec. 111. RCW 48. 41. 130 and 1997 ¢ 231 s 215 are each anended to
read as foll ows:
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Al policy fornms issued by the pool shall conformin substance to
prototype forns devel oped by the pool, and shall in all other respects
conformto the requirenents of this chapter, and shall be filed with
and approved by the comm ssioner before they are issued. ((Fhe—pool

NEW SECTION.  Sec. 112. A new section is added to chapter 48.41

RCWto read as foll ows:

The board shall design and offer, on or before June 1, 2000, an
addi tional plan of coverage. The plan shall be designed to offer a
nmore affordable plan option for pool enrollees, and shall have the
fol |l ow ng conponents:

(1) Services covered nore limted in scope than those contained in
RCW 48. 41. 110( 4) ;

(2) Enrollee cost-sharing that may include but not be limted to
poi nt - of - servi ce cost-sharing for covered services;

(3) Deductibles of three thousand dollars on a per person per
cal endar year basis, and four thousand dollars on a per famly per
cal endar year basis. The deductible shall be applied to the first
t hree thousand dollars, or four thousand dollars, of eligible expenses
i ncurred by the covered person or famly, respectively, except that the
deducti ble shall not be applied to clinical preventive services as
recommended by the United States public health service;

(4) Alternative paynent nethodol ogies for network providers that
may include but are not limted to resource-based relative value fee
schedul es, capitation paynents, diagnostic rel ated group fee schedul es,
and other simlar strategies including risk sharing arrangenents; and

(5) Other appropriate care managenent and cost cont ai nment nmeasures
determ ned appropriate by the board including but not limted to care
coordi nation, provider network i mtations, preadm ssioncertification,
and utilization review Care managenent or cost contai nnent neasures
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chosen by the board nust be consistent with any applicable rules
adopt ed by the conmm ssioner under this title.

Sec. 113. RCW 48.41.140 and 1987 c¢ 431 s 14 are each anended to
read as foll ows:

(1) Coverage shall provide that health insurance benefits are
applicable to children of the person in whose nane the policy is issued
i ncl udi ng adopt ed and new y born natural children. Coverage shall also
i ncl ude necessary care and treatnent of nedically di agnosed congenit al
defects and birth abnormalities. |[If paynent of a specific premumis
required to provide coverage for the child, the policy may require that
notification of the birth or adoption of a child and paynent of the
requi red prem um nust be furnished to the pool within thirty-one days
after the date of birth or adoption in order to have the coverage
continued beyond the thirty-one day period. For purposes of this
subsection, a child is deened to be adopted, and benefits are payabl e,
when the child is physically placed for purposes of adoption under the
laws of this state with the person in whose nane the policy is issued,
and, when the person in whose nanme the policy is issued assunes
financial responsibility for the nmedical expenses of the child. For
purposes of this subsection, "newy born" neans, and benefits are
payabl e, fromthe nonment of birth

(2) A pool policy shall provide that coverage of a dependent
unmarri ed person shall term nate when t he person becones ni neteen years
of age: PROVIDED, That coverage of such person shall not term nate at
age nineteen while he or she is and continues to be both (a) incapable
of sel f-sustaining enploynent by reason of devel opnental disability or
physi cal handicap and (b) chiefly dependent upon the person in whose
name the policy is issued for support and mai nt enance, provi ded proof
of such incapacity and dependency is furnished to the pool by the
policy holder within thirty-one days of the dependent’s attai nment of
age nineteen and subsequently as may be required by the pool but not
nore frequently than annually after the two-year period follow ng the
dependent’ s attai nment of age nineteen.

((
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NEW SECTION.  Sec. 114. A new section is added to chapter 48.41

RCWto read as foll ows:

On or after July 1, 2001, the pool nust offer to new applicants
only the standard health plans established under section 117 of this
act. Al of the standard health plans nust be offered.

Sec. 115. RCW48.41.200 and 1997 c¢ 231 s 214 are each anended to
read as foll ows:

(1) The pool shall determ ne the standard risk rate by cal cul ating
the average group standard rate for groups conprised of up to fifty
persons charged by the five | argest nenbers offering coverages in the
state conparable to the pool coverage. In the event five nenbers do
not offer conparable coverage, the standard risk rate shall be
establ i shed using reasonable actuarial techniques and shall reflect
antici pated experience and expenses for such coverage. Maxinmumrates
for pool coverage shall be one hundred fifty percent for the indemity
health plan and, for the managed care plan and the plan established
under section 112 of this act, one hundred twenty-five percent ((fefr
managed—eare—plans)) of the rates established as applicable for group
standard risks in groups conprised of up to fifty persons.

(2) Maximum rates for standard health plans issued by the pool

under section 114 of this act shall, for each plan, be one hundred
percent of the average rate charged for that plan by the five | argest
menbers offering the standard health plans in the state. |In the event

five nmenbers do not offer the standard health plans, the rates shall be
establi shed using reasonable actuarial techniques and shall reflect
antici pated experience and expenses for such coverage.

(3) For any person fifty-five years old or older purchasing pool
coverage other than a standard health plan:
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(a) The rate shall be reduced by thirty percent fromwhat it would

otherwise be if their current gross famly incone is |less than two

hundred fifty-one percent of the federal poverty |evel:

(b) The rate shall be reduced by fifteen percent fromwhat it would

otherwise be if their current gross famly incone is nore than two

hundred fifty percent but |l ess than three hundred one percent of the

f ederal poverty | evel.

NEW SECTION.  Sec. 116. A new section is added to chapter 48.41
RCWto read as foll ows:

(1) On or before October 15, 2002, the joint |egislative audit and
review commttee shall submt recommendations to the health policy
commttees of the senate and the house of representatives regarding the
continued need for the pool to offer health insurance coverage to
i ndi vidual s residing in Washi ngton state.

(2) I'n developing its recommendati ons, the joint |egislative audit
and review commttee shall consider

(a) The extent to which conprehensive health plans are being
offered to the public in each county of the state;

(b) The stability of the individual insurance market in each county
of the state; and

(c) Any other information deened relevant by the commttee.

B. RI SK SHARI NG PROGRAM

NEW SECTION.  Sec. 117. A new section is added to chapter 48.41
RCWto read as foll ows:

(1) On or before Novenber 1, 2000, the board shall establish the
policy and contract fornms and benefits levels for five standard health
plans to be offered to individuals as provided in section 122 of this
act .

(2) Proposed policy and contract forns and benefits levels for the
five standard health plans shall be devel oped by a conmttee, chosen
fromand by the nenbers of the pool who are carriers, and submtted to
the board for review and approval. The board may nodify the
commttee’ s proposal prior to approval.

(3) The standard health plans shall represent a range of health
pl ans sufficiently diverse to neet the needs of individuals seeking
heal th insurance coverage in Washington state. One standard health
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plan shall be a basic health benefits plan, and four plans shal
i ncl ude enhanced benefits of proportionally increasing actuarial val ue.

(a) The basic health benefits plan shall be designed to neet the
needs of healthy persons wi thout chronic or serious illness.

(b) Appropriate options to obtain maternity care and prescription
drug benefits nust be available anong the standard health plans.
However, maternity care and prescription drug coverage need not be
offered in all of the plans.

(c) At least one of the standard health plans shall offer benefits
that are sufficiently conprehensive to neet the needs of persons with
chronic ill ness.

(d) To ensure adequate choice of coverage options for individuals,
each standard health plan shall offer varying | evel s of consuner cost-
sharing, which nmay include deductibles, coinsurance, or point-of-
servi ce cost-sharing.

(4) I'n designing the standard health plans, the board al so may:

(a) I nclude managed care and ot her cost contai nnment neasures. Care
managenent or cost contai nment neasures included in the plans nust be
consi stent with any applicable rul es adopted by the comm ssi oner under
this title; and

(b) Provide incentives for utilization of primary care and cli ni cal
preventive services recommended by the United States public health
servi ce.

NEW SECTION. Sec. 118. A new section is added to chapter 48.41
RCWto read as foll ows:

(1) Risk sharing shall be inplenented through an assessnent and
| oss subsi dizati on mechani sm Every menber shall be liable for an
assessnment to subsidize |osses of nenbers that result from issuing
standard health plans to individuals, unless the nenber has received an
exenpti on under subsection (2) of this section

(2) Acarrier may apply to the board, by a date established by the
board, for an exenption fromthe assessnent and subsi di zati on of | osses
provided for in this section. A carrier that applies for an exenption
shall agree to offer all of the standard health plans and to cover a
m ni mum nunber of individuals. The formula for determ ning the m ni num
nunber of individuals a carrier nmust cover under this subsection shal
be established by the board. |If a carrier’s average nonthly enroll nent
in any cal endar year is |l ess than the m ni mumdeterm ned by the board,
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then the carrier shall be liable for an assessnment for that year. |In
determ ni ng the anmount of the assessnent due fromthese carriers under
section 119 of this act, the board shall deduct the nunber of insured
i ndividuals under the carrier’s health plans fromits total nunber of
resident insured persons.

(3) The risk sharing program shall include paraneters that wll
[imt its costs. In determning the anount of a carrier’s | osses to be
subsi di zed, the board shall consider at |east the follow ng:

(a) The proportion of a <carrier’s |osses submtted for
subsidization that are attributable to admnistration and clains
managenent ;

(b) The extent to which a carrier seeking subsidization of |osses
has inplenmented care nmanagenent or care coordination practices for
people with chronic illness covered by standard health plans i ssued by
the carrier; and

(c) The relative health status of people covered by a carrier’s
standard health plans, in conparison to that of the general popul ation.

NEW SECTION.  Sec. 119. A new section is added to chapter 48.41
RCWto read as foll ows:

(1) For the risk sharing program following the close of each
accounting year, the board shall determ ne the anobunt of |oss to be
subsi di zed, on a per carrier and aggregate basis and the pool expenses
of adm nistration attributable to the risk sharing program

(2)(a) Each nmenber’s proportion of participation in the pool shal
be determ ned annually by the board based on annual statenents and
ot her reports deened necessary by the board and filed by the nenber
W th the comm ssioner. The nmenber’s proportion of participationinthe
pool shall be determned by nultiplying the total |oss to be recovered
by a fraction. The nunerator of the fraction equals that nenber’s
total nunber of resident insured persons, including spouse and
dependent s under the nenber’s health plans, plus the nunber of resident
i nsured persons covered under stop | oss policies issuedto self-insured
enpl oyer pl ans. The denom nator of the fraction equals the tota
nunber of resident insured persons, including spouses and dependents,
i nsured under all health plans, including enployer purchased stop | oss
poli ci es.
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(b) Any deficit incurred by the pool shall be recouped by
assessnent s anong nenbers apportioned under this subsection pursuant to
the formula set forth by the board anong nenbers.

(3) The board may abate or defer, in whole or in part, the
assessnment of a nmenber if, in the opinion of the board, paynent of the
assessnment woul d endanger the ability of the nmenber to fulfill its
contractual obligations. |f an assessnent against a nmenber is abated

or deferred in whole or in part, the anount by which the assessnent is
abated or deferred may be assessed against the other nmenbers in a
manner consistent with the basis for assessnents set forth in
subsection (2) of this section. The nenber receiving the abatenent or
defernment shall remain liable to the pool for the deficiency.

(4) If assessnments exceed actual | osses and adm ni strative expenses
of the pool, the excess shall be held at interest and used by the board
to offset future losses or to reduce pool premuns. As used in this
subsection, future losses includes reserves for incurred but not
reported cl ains.

NEW SECTION.  Sec. 120. A new section is added to chapter 48.41
RCWto read as foll ows:

I n any accounting year, total pool assessnents attributable to both
of fering health insurance coverage and the risk sharing program shal
not exceed fifty cents per covered |life per nonth. However, the board
may petition the conm ssioner for approval of a greater specified
anount. The conmm ssioner shall approve such anmount if he or she finds,
after consideration of the (1) board’s subsidy determ nation process;
(2) nunber of subsidy-eligiblelives; (3) size of the entire individual
mar ket; (4) norbidity experience of people who have purchased coverage
through the pool and subsidy-eligible lives; and (5 norbidity
experience of the entire individual market; that the amount petitioned

by the board is not greater than is necessary to fulfill the purposes
of this chapter. For the purpose of making this determ nation, the
conmi ssioner nmay, at the expense of the pool, seek independent

actuarial certification of the need for the increase.

1. I NSURANCE ACCESS RULES

Sec. 201. RCW48.43.005 and 1997 ¢ 231 s 202 and 1997 ¢ 55 s 1 are
each reenacted and anended to read as fol |l ows:
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( (Ynl-ess—otherwisespeectfteallyprovided;)) The definitionsinthis

section apply throughout this chapter unless the context clearly
requires otherw se.

(1) "Adjusted community rate" neans the rating nethod used to
establish the premumfor health plans adjusted to reflect actuarially
denonstrated differences in wutilization or <cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtine to tine.

(3) ((-Baste—health—plan—wdel—plan—nreans—a—health—plan—as
regui+red—+n—ROWF0-47060(2(d)—

4))) "Basic health plan services" neans that schedul e of covered
heal t h services, including the description of howthose benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

((65))) (4) "Certification" means a determination by a review
organi zation that an adm ssion, extension of stay, or other health care

service or procedure has been reviewed and, based on the information
provided, neets the clinical requirenments for nedical necessity,
appropri ateness, |evel of care, or effectiveness under the auspices of
t he applicable health benefit plan.

((€6))) (5) "Community rate" nmeans the average rate resulting from
the pooling of nedical experience of all enrollees in the group
pur chasi ng coverage in a specified nmarket.

(6) "Concurrent review' neans utilization review conducted during
a patient’s hospital stay or course of treatnent.

(7) "Covered person” or "enrollee" neans a person covered by a
health plan including an enrollee, subscri ber, pol i cyhol der,
beneficiary of a group plan, or individual covered by any other health
pl an.

(8) "Creditabl e coverage" neans coverage of an individual under any
of the foll ow ng:

(a) An enpl oyer-sponsored group health plan including self-funded
pl ans;

(b) A health plan issued by a carrier, without regard to whether
the coverage is offered in the group market, the individual nmarket, or
ot herw se;

(c) Medicare, Title XVIII of the federal social security act;

(d) Medicaid, Title XIX of the federal social security act;
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(e) Medical and dental care sponsored by the federal governnent for
nenbers and certain fornmer nenbers of the unifornmed services, and for
t heir dependents;

(f) A nmedical care program of the Indian health service or of a
tribal organization

(g) The Washington state health i nsurance pool under chapter 48.41
RCW_

(h) A health plan offered under the federal enployees health
benefits program Title 5 U. S.C._ chapter 89;

(i) The Washi ngton basic health plan, as provided in chapter 70.47
RCW and any state-funded nedical program admnistered by the
departnent of social and health services under chapter 74.09 RCW and

(J) A health benefit plan under section 5(e) of the federal peace
corps act (22 U.S.C. Sec. 2504(e)).

(9) "Dependent" neans, at a mninum the enrollee’ s |egal spouse
and unnarried dependent children who qualify for coverage under the
enrollee’s health benefit plan.

((99)) (10) "Eligible enpl oyee" nmeans an enpl oyee who works on a
full-time basis wwth a nornal work week of thirty or nore hours. The

termincludes a self-enployed individual, including a sole proprietor,
a partner of a partnership, and may include an i ndependent contractor,
if the self-enployed individual, sole proprietor, partner, or

i ndependent contractor is included as an enployee under a health
benefit plan of a small enployer, but does not work less than thirty
hours per week and derives at | east seventy-five percent of his or her
incone froma trade or business through which he or she has attenpted
to earn taxable incone and for which he or she has filed the
appropriate internal revenue service form Persons covered under a
health benefit plan pursuant to the consolidated ommibus budget
reconciliation act of 1986 shall not be considered eligible enployees
for purposes of m ninmumparticipation requirenents of chapter 265, Laws
of 1995.

((£26))) (11) "Eligible individual" nmeans an individual who neets
the foll ow ng conditions:

(a) The individual has at least eighteen nonths of creditable
coverage as of the date on which the individual seeks coverage;

(b) The individual’s nobst recent prior creditable coverage was
under a group health plan, governnental plan, church plan, or health
i nsurance coverage offered in connection with any of these pl ans;
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(c) The individual is not eligible for coverage under any of the

following: (i) An enpl oyer-sponsored group health plan; (ii) nedicare,

Title XVII1 of the federal social security act; (iii) nedicaid, Title

XIX of the federal social security act;
(d) The individual does not have other health insurance coverage;

(e) The individual’s npbst recent coverage was not termn nated

because of nonpaynent of prem uns or fraud; and
(f) If the individual has been offered the option of continuing

coverage under the federal consolidated omi bus budget reconciliation

act continuation provision, under 29 U.S.C. Sec. 1161, the i ndividual

has both el ected and exhausted the continuation coverage.

(12) "Energency nedical condition" neans the energent and acute
onset of a synptom or synptons, including severe pain, that would | ead
a prudent |ayperson acting reasonably to believe that a health
condition exists that requires imedi ate nedical attention, if failure
to provide nedical attention would result in serious inpairment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d pl ace the person’s health in serious jeopardy.

(((2H)) (13) "Energency services" nmeans otherw se covered health
care services nedically necessary to evaluate and treat an energency
medi cal condition, provided in a hospital energency departnent.

((2»)) (14) "Enrollee point-of-service cost-sharing” neans
anmounts paid to health carriers directly providing services, health
care providers, or health care facilities by enrollees and may incl ude
copaynents, coinsurance, or deducti bl es.

((+3y)) (15) "Gievance" neans a witten conplaint submtted by or
on behalf of a covered person regarding: (a) Denial of paynment for
medi cal services or nonprovision of nedical services included in the
covered person’s health benefit plan, or (b) service delivery issues
ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction wth nmedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

((24)y)) (16) "Health care facility" or "facility" means hospi ces
I icensed under chapter 70.127 RCW hospitals |icensed under chapter
70.41 RCW rural health care facilities as defined in RCW 70. 175. 020,
psychiatric hospitals |icensed under chapter 71.12 RCW nursing hones
licensed under chapter 18.51 RCW community nental health centers
I icensed under chapter 71.05 or 71.24 RCW Kkidney disease treatnent
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centers licensed under chapter 70.41 RCW anbulatory diagnostic,
treatment, or surgical facilities licensed under chapter 70.41 RCW
drug and al cohol treatnment facilities licensed under chapter 70.96A
RCW and home health agencies |licensed under chapter 70.127 RCW and
includes such facilities if owned and operated by a political
subdi vision or instrunentality of the state and such other facilities
as required by federal |aw and inplenenting regul ations.

((25))) (17) "Health care provider"” or "provider" neans:

(a) A person regqulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent with state |aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

((£26))) (18) "Health care service" nmeans that service offered or
provi ded by health care facilities and health care providers relating
to the prevention, cure, or treatnent of illness, injury, or disease.

((6+H)) (19) "Health carrier"™ or "carrier" nmeans a disability
insurer regulated under chapter 48.20 or 48.21 RCW a health care
service contractor as defined in RCW48. 44. 010, or a heal th mai nt enance
organi zation as defined in RCW 48. 46. 020.

((28y)) (20) "Health plan" or "health benefit plan" neans any
policy, contract, or agreenent offered by a health carrier to provide,
arrange, reinburse, or pay for health care services except the
fol | ow ng:

(a) Long-term care insurance governed by chapter 48.84 RCW

(b) Medicare supplenental health insurance governed by chapter
48. 66 RCW

(c) Limted health care services offered by |imted health care
service contractors in accordance with RCW 48. 44. 035;

(d) Disability inconeg;

(e) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal;

(f) Workers’ conpensation coverage;

(g) Accident only coverage;

(h) Specified disease and hospital confinenent indemity when
mar keted solely as a supplenent to a health plan;

(i) Enpl oyer-sponsored sel f-funded heal th pl ans;

(j) Dental only and vision only coverage; and
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(k) Plans deened by the i nsurance conm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
guar ant eed renewabl e whil e the covered person is enrolled as a regul ar
full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification
by the carrier and subsequent witten approval by the insurance
conm ssi oner.

((29Y)) (21) "Material nodification" nmeans a change in the
actuarial value of the health plan as nodified of nore than five
percent but |less than fifteen percent.

((26))) (22) "Open enrol Il ment” means, for purposes of portability
of individual health plan coverage, the ((anrval—sixty—twd)) sem annual
thirty-day periods during the nonths of January and July ((anrd-August))
during which every health carrier offering individual health plan
coverage nust ((aceept—onto—+tndivi-dual—coverage—any state—restdent

i I . . " . healtd ot I
subm ts an application in accordance with RCW48.43.035(1))) credit any
preexisting condition exclusion or limtation satisfied under
creditabl e coverage without a significant break in coverage toward the
new health pl an.

((£25)) (23) "Preexisting condition" neans any nedi cal condition,
illness, or injury that existed any tinme prior to the effective date of
cover age.

((2»)) (24) "Premum neans all suns charged, received, or
deposited by a health carrier as consideration for a health plan or the
conti nuance of a health plan. Any assessnment or any "nenbership,”

"policy," "contract," "service," or simlar fee or charge nade by a
health carrier in consideration for a health plan is deened part of the
premum "Prem um shall not include anounts paid as enrollee point-

of - servi ce cost-sharing.

((£23))) (25) "Review organization" neans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW health care service
contractor as defined in RCW 48.44.010, or health maintenance
organi zati on as defined i n RCW48. 46. 020, and entities affiliated wth,
under contract with, or acting on behalf of a health carrier to perform
a utilization review

((£24)y)) (26) "Significant break in coverage" neans a period of
ninety consecutive days during all of which the individual does not
have creditable coverage.
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(27) "Small enployer” or "small group” nmeans any person, firm
corporation, partnership, association, political subdivision except
school districts, or self-enployed individual that is actively engaged
in business that, on at least fifty percent of its working days during
the precedi ng cal endar quarter, enployed no nore than fifty eligible
enpl oyees, with a normal work week of thirty or nore hours, the
majority of whom were enployed within this state, and is not forned
primarily for purposes of buying health insurance and in which a bona
fide enpl oyer-enpl oyee rel ati onship exists. |In determ ning the nunber
of eligible enpl oyees, conpanies that are affiliated conpanies, or that
are eligible to file a conbined tax return for purposes of taxation by
this state, shall be considered an enployer. Subsequent to the
i ssuance of a health plan to a small enployer and for the purpose of
determining eligibility, the size of a small enployer shall be
determ ned annually. Except as otherwi se specifically provided, a
smal | enpl oyer shall continue to be considered a small enpl oyer until
the plan anniversary following the date the small enployer no | onger
nmeets the requirenents of this definition. The term"small enployer”
includes a self-enployed individual or sole proprietor. The term
"smal| enployer” also includes a self-enployed individual or sole
proprietor who derives at |east seventy-five percent of his or her
incone froma trade or business through which the individual or sole
proprietor has attenpted to earn taxable i ncome and for which he or she
has filed the appropriate internal revenue service form 1040, schedul e
Cor F, for the previous taxable year.

((€£25))) (28) "Standard health plan" nmeans any of the health plans
est abl i shed under section 117 of this act.

(29) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
all ocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.

((26))) (30) "Wellness activity" neans an explicit program of an
activity consistent with departnment of health guidelines, such as,
snoki ng cessation, injury and acci dent prevention, reduction of al cohol
m suse, appropriate weight reduction, exercise, autonobile and
nmot orcycl e safety, bl ood chol esterol reduction, and nutrition education
for the purpose of inproving enrollee health status and reduci ng health
service costs.
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NEW SECTION.  Sec. 202. A new section is added to chapter 48.43
RCWto read as foll ows:

(1) On or after July 1, 2001, a carrier shall, as a condition of
issuing health plans in Washington state, offer all of the standard
i ndi vi dual plans established under section 117 of this act. A carrier
shall be deened to have satisfied its obligation to provide the
standard i ndi vi dual health pl ans by payi ng an assessnent as provided in
section 118 of this act.

(2) Individual health plans offered to new applicants on or after
July 1, 2001, shall belimted to the standard heal th pl ans established
under section 117 of this act.

Sec. 20S3. RCW 48.43. 015 and 1995 c¢ 265 s 5 are each anended to
read as foll ows:

(1) Every health carrier shall waive any preexisting condition
exclusionor limtation applicable to group health coverage, other than
small group health coverage, for persons who have creditable coverage
without a significant break in coverage as of their first day of
coverage, or if there is a waiting period under an enpl oyer-sponsored
group health plan, the first day of the waiting period. If the person
has creditable coverage without a significant break in coverage for at
| east three nonths, the carrier may not inpose preexisting condition
exclusions or limtations. If the person has creditable coverage
w thout a significant break in coverage for |l ess than three nonths, the
carrier must reduce the duration of the preexisting condition exclusion
or limtation by the nunber of days of creditable coverage the
i ndi vi dual has.

(2) Every health carrier shall waive any preexisting condition
exclusion or limtation applicable to small group health coverage for
persons who have creditable coverage without a significant break in
coverage as of their first day of coverage, or if there is a waiting
peri od under an enpl oyer-sponsored group health plan, the first day of
the waiting period. |If the person has creditable coverage without a
significant break in coverage for at least six nonths, the carrier my
not inpose preexisting condition exclusions or limtations.

If the person has creditable coverage without a significant break
in coverage for less than six nonths, the carrier nust reduce the
duration of the preexisting condition exclusion or limtation by the
nunber of days of creditable coverage the individual has.
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(3)(a) Every health carrier shall waive any preexisting condition

exclusion or limtation ((fer—persoens—or—groups—whohadstmtar—health
coverage—under—a—dt+ferent—health—plan—at—any—tire—durtnrgthethree—

Hwrediately—preceding—health—plan)) applicable to individual coverage
for eligible individuals, as defined in RCW 48.43. 005, seeking to

pur chase individual coverage.

(b) Every health carrier shall waive any preexisting condition
exclusion or limtation applicable to individual coverage for persons
who had creditable coverage wthout a significant break in coverage,
when the individual’s npst recent coverage is equivalent to the health
coverage the individual seeks to purchase; or provides significantly
greater benefits than the health coverage the individual seeks to
purchase. |If the person ((was—eent+nuousty—covered)) has creditable
coverage without a significant break in coverage for at | east ((three))
si x nont hs ( (unrder—the+mrediatelyprecedinghealthplan)), the carrier
may not inpose ((a—watting—period—For—coverage—eof)) preexisting

condition((s)) exclusions or limtations. If the person ((was

eont+nuousty—covered)) has creditable coverage without a significant
break in coverage for less than ((thrfee)) six nonths ((uhrder—the

irredi-ately—preceding—health—ptan)), the carrier nust ((eredi-t—any

condittons—or—healthhistoery—)) reduce the duration of the preexisting

condition exclusion or limtation by the nunber of days of creditable
coverage the individual has.

(c)(i) A health carrier my inpose a preexisting condition
exclusion or limtation of up to six nonths duration for individuals
who have creditable coverage without a significant break in coverage
when the benefits under the individual’s npbst recent coverage are
significantly less than the health coverage plan the individual seeks
to purchase, if the application for the newhealth planis submtted in
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a nont h ot her than desi gnat ed open enrol |l nent periods. The preexisting

exclusion or Ilimtation imosed shall relate only to the benefits under

t he new health coverage plan that were not included in the individual’s

nost recent prior creditabl e coverage.
(ii) Every health carrier shall waive any preexisting condition

exclusion or limtation for individuals who have creditabl e coverage

without a significant break in coverage when the benefits under the

individual’s nost recent coverage are significantly less than the

health coverage plan the individual seeks to purchase and the

application is submtted during an open enroll nent period. If the

person has creditabl e coverage without a significant break i n coverage

for at least six nonths, the carrier may not 1inpose preexisting

condition exclusions or linmtations. If the person has creditable

coverage without a significant break in coverage for less than siXx

months, the carrier nust reduce the duration of the preexisting

condition exclusion or limtation by the nunber of days of creditable

coverage the individual has. The preexisting exclusion or limtation

i nposed shall relate only to the benefits under the new health cover age

plan that were not included in the individual's nobst recent prior

credi tabl e coverage.
(iii) An individual whose application for a new health plan is

submtted in a nonth other than a designated open enroll nent period

shall be considered to have applied duri ng an open enroll ment period if

the individual is seeking individual coverage because he or she has

| ost coverage under a group health plan due to | oss of enploynment, his

or her employer has term nated his or her group health plan, or he or

she has relocated to a new servi ce area not served by their npst recent

heal th pl an.
(4) Subject to the provisions of subsections (1) through (3) of

this section, nothing contained in this section requires a health

carrier to anend a health plan to provide new benefits inits existing

health plans. 1 n addition, nothing in this section requires a carrier

to waive benefit limtations not related to an individual or group’s

preexi sting conditions or health history.

NEW SECTION. Sec. 204. A new section is added to chapter 48.43
RCWto read as foll ows:

(1) No carrier may reject an individual for individual health plan
coverage, or a group for small group health plan coverage, based upon
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preexi sting conditions of the individual or nenbers of the group and no
carrier my deny, exclude, or otherwse |imt coverage for an
i ndi vidual *s preexisting health conditions except as provided in this
section.

(2) Preexisting condition exclusions or limtations i nposed upon a
person enrolling in individual or small group coverage shall be no nore
restrictive than six nonths for a preexisting condition for which
medi cal advice was given or for which a health care provider
recommended or provided treatnent within six nonths prior to the
effective date of coverage.

(3) For individual coverage, preexisting condition exclusions or
l[imtations shall not apply to prenatal care services. For small group
coverage, preexisting condition exclusions or limtations shall not
apply to pregnancy.

(4) No carrier may avoid the requirenments of this section through
the creation of a new rate classification or the nodification of an
existing rate classification. A new or changed rate classification
will be deened an attenpt to avoid the provisions of this section if
the new or changed classification would substantially discourage
applications for coverage fromindividual s who are hi gher than average
heal th ri sks.

Sec. 205. RCW 48.43. 025 and 1995 c¢ 265 s 6 are each anended to
read as foll ows:

(1) For group health benefit plans other than small group health
benefit plans, no carrier may reject ((an—ndiwvidual)) a group for
health plan coverage based upon preexisting conditions of ((the
+nrdividual)) a person in a group and no carrier may deny, exclude, or
otherwwse limt coverage for ((anr+ndividual-—s)) a person’s preexisting

heal th conditions((i—exeept—that)).
(2) Except as provided in RCW 48.43.015, a carrier nay inpose a

three-nonth benefit ((watting—period)) exclusion or limtation for
preexi sting conditions for which nedi cal advi ce was given, or for which
a health care provider reconmended or provided treatnment wthin three
nmont hs before the effective date of coverage. Preexisting condition
exclusions or limtations shall not apply to pregnancy.

((2)) (3) No carrier may avoid the requirenents of this section
through the creation of a newrate classification or the nodification
of an existing rate «classification. A new or changed rate
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classification will be deenmed an attenpt to avoid the provisions of
this section if the new or changed classification would substantially
di scour age applications for coverage fromindi vidual s or groups who are
hi gher than average health risks. These provisions apply only to
i ndi vi dual s who are WAshi ngton resi dents.

Sec. 206. RCW 48.43.035 and 1995 ¢ 265 s 7 are each anended to
read as foll ows:

(1) Al health carriers shall accept for enrollnment any state
resident within the carrier’s service area and provide or assure the
provision of all covered services regardless of age, sex, famly
structure, ethnicity, race, health condition, genetic information,

geographic | ocation, enpl oynent st at us, soci oeconom ¢ st atus,
conditions arising out of acts of donestic violence, other condition or
situation, or the provisions of RCW 49.60.174(2). The insurance

comm ssioner may grant a tenporary exenption fromthis subsection, if,
upon application by a health carrier the comm ssioner finds that the
clinical, financial, or admnistrative capacity to serve existing
enrollees will be inpaired if a health carrier is required to continue
enrol Il mrent of additional eligible individuals.

(2) Except as provided in subsection (5) of this section, al
heal th pl ans shall contain or incorporate by endorsenent a guarantee of
the continuity of coverage of the plan. For the purposes of this
section, a plan is "renewed" when it is continued beyond the earliest
dat e upon which, at the carrier’s sole option, the plan coul d have been
term nated for other than nonpaynent of premium |In the case of group
pl ans, the carrier may consider the group’ s anniversary date as the
renewal date for purposes of conplying with the provisions of this
section.

(3) The guarantee of continuity of coverage required in health
pl ans shall not prevent a carrier from canceling or nonrenewing a
heal th plan for:

(a) Nonpaynent of prem un

(b) Violation of published policies of the carrier approved by the
I nsurance comm Ssi oner;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enment
plan or mnedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ati ons;
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(d) Covered persons who fail to pay any deductible or copaynent
anmount owed to the carrier and not the provider of health care
servi ces;

(e) Covered persons conmtting fraudul ent acts as to the carrier;

(f) Covered persons who materially breach the health plan; or

(g) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(4) The provisions of this section do not apply in the follow ng
cases:

(a) A carrier has zero enrollnment on a product; or

(b) A carrier replaces a product and the replacenent product is
provided to all covered persons wthin that class or |ine of business,
includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The health plan my also allow
unrestricted conversion to a fully conparable product. On _or after
July 1, 2001, a carrier may satisfy the requirenent of this section by
offering, as a replacenent product for an individual product other than
a standard health plan, the standard health plan that is nost
conparable, with respect to actuarial value and services covered, to
t he product being discontinued; or

(c) Acarrier is wwthdrawing froma service area or froma segnent
of its service area because the carrier has denonstrated to the
i nsurance conm ssioner that the carrier’s clinical, financial, or
adm ni strative capacity to serve enrollees woul d be exceeded.

(5) The provisions of this section do not apply to health plans
deened by the i nsurance conm ssioner to be unique or limted or have a
short-term purpose, after a witten request for such classification by
the carrier and subsequent witten approval by the insurance
conm ssi oner.

I11. ELIMNATION OF MODEL PLAN MANDATE | N
| NDI VI DUAL AND SMALL GROUP MARKET

Sec. 301. RCW 48. 20. 028 and 1997 ¢ 231 s 207 are each anended to
read as fol |l ows:

(D) (( (&a—Ar—tnsurer—offertng—any—health—benett—plan—to—any
o dividualshall_off I el I L individual healtd

HB 2362 p. 34



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDMDNDNMNMNDNMDDNMNMNDNMDNMNMNMNMDNPEPRPPRPERPERPPRPERPRRERPPRPRE
0O NO Ol A W NPEFP O OOWwuNOD O P WNPEOOooOOWwNOO O~ owdNDEe. o

2y)) Premuns for health benefit plans for individuals shall be
cal cul ated using the adjusted community rating nethod that spreads
financial risk across the carrier’s entire individual product
popul ation. All such rates shall conformto the foll ow ng:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnents which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primary
payer. Both rates shall be subject to the requirenents of this
subsecti on.

p. 35 HB 2362



© 00 N O Ol WDN P

W W W NDNDNDNDDNDDNDDNDNMNDNMNDNPEPRPPPPPEPERP PR PEPPE
N PO O© 00 NO Ol D WNPEFP O OO0Lm~NO O P~ WwWDNPEL O

33
34
35
36
37
38

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirenents affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
experience of health benefit plans offered to small enpl oyers under RCW
48. 21. 045.

((4))) (3) As wused in this section, "health benefit plan,"”
((“baste—health—pltan=)) "adjusted comunity rate,"” and "wellness

activities" nean the same as defined in RCW48. 43. 005.

Sec. 302. RCW 48. 21. 045 and 1995 ¢ 265 s 14 are each anended to
read as foll ows:
(D) (( (F&—Ar—tnsurer—offering—any—health—benret+t—plan—to—a——srwat-

a a¥a a aa aV¥aaa
C Ci C \/ V » »
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3))) Premumrates for health benefit plans for small enpl oyers as
defined in this ((seet+oen)) chapter shall be subject to the follow ng
provi si ons:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

p. 37 HB 2362



© 00 N O Ol WDN P

W W W W W W WwWwWWwWwWMNDNDNDDNMDMNDNMNDNDNMNDNMDNNMNMNNMNMNNPREPRPRPPRPPRPEPRPPERPPERPRPERPR
©O© 00 N O Ol WNPEFEP O O 0w NO UG P WONPEFEP O O WwWNO O M owDNPE- O

(c) The insurer shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection ((£3))) (1)

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(1) Changes to the enrollnent of the small enpl oyer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all small groups purchasing coverage.

((4))) (2) The health benefit plans authorized by this section
that are lower than the required offering shall not supplant or
supersede any existing policy for the benefit of enployees in this
state. Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

HB 2362 p. 38



© 00 N O Ol WDN P

N NNNMNNNMNNMNNNNRRRPRERERERERERPREPR PR
© 0N O UM WNIEFO®O©OONOOOMWNDNIERO

30
31
32
33
34
35
36
37
38

((65))) (3)(a) Except as provided in this subsection, requirenents
used by an insurer in determning whether to provide coverage to a
smal | enployer shall be applied uniformy anong all small enployers
appl ying for coverage or receiving coverage fromthe carrier.

(b) An insurer shall not require a mninmm participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenent for mninmm
enpl oyee participation or nodify any requirenent for m ninmum enpl oyer
contribution applicable to a small enployer at any tine after the small
enpl oyer has been accepted for coverage.

((6))) (4) An insurer mnust offer coverage to all eligible
enpl oyees of a small enployer and their dependents. An insurer may not
of fer coverage to only certain individuals or dependents in a small
enpl oyer group or to only part of the group. An insurer nmay not nodify
a health plan with respect to a small enpl oyer or any eligible enpl oyee
or dependent, through riders, endorsenents or otherw se, torestrict or
excl ude coverage or benefits for specific di seases, nedical conditions,
or services otherw se covered by the plan.

((6H)) (5) As used in this section, "health benefit plan,"” "snall
enpl oyer," ((*baste—health—plan—)) "adjusted conmunity rate," and

"well ness activities" nean the same as defined in RCW48. 43. 005.

Sec. 303. RCW 48. 44. 022 and 1997 ¢ 231 s 208 are each anended to
read as foll ows:
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2y)) Premumrates for health benefit plans for individuals shal
be subject to the foll ow ng provisions:

(a) The health care service contractor shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end wth age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health care service contractor shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.
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(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

(i1i) Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirements affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
experience of health benefit plans offered to small enpl oyers under RCW
48. 44. 023.

((4))) (3) As wused in this section and RCW 48.44.023 "health
benefit plan," "small enployer," ((“basic—health—plan)) "adjusted
comunity rates,"” and "well ness activities" nean the sane as defined in
RCW 48. 43. 005.

Sec. 304. RCW 48. 44. 023 and 1995 ¢ 265 s 16 are each anended to
read as fol |l ows:
(1) ((&a—A—health—care——services——contractor—offering—any—health

a N a a¥a a aa
y C Ci C \/ V »
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3))) Premumrates for health benefit plans for small enpl oyers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the prinmary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this

subsection ((£3))) (1).
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(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(1) Changes to the enrollnent of the small enpl oyer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(itv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage.

((4))) (2) The health benefit plans authorized by this section
that are lower than the required offering shall not supplant or
supersede any existing policy for the benefit of enployees in this
state. Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

((65))) (3)(a) Except as provided in this subsection, requirenents
used by a contractor in determ ning whether to provide coverage to a
smal | enployer shall be applied uniformy anong all small enployers
appl ying for coverage or receiving coverage fromthe carrier.
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(b) A contractor shall not require a mninmum participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for mninmm
enpl oyee participation or nodify any requirenment for m ninmum enpl oyer
contribution applicable to a small enployer at any tinme after the small
enpl oyer has been accepted for coverage.

((6))) (4) A contractor nust offer coverage to all eligible
enpl oyees of a small enployer and their dependents. A contractor may
not offer coverage to only certain individuals or dependents in a smal |
enpl oyer group or to only part of the group. A contractor may not
nodi fy a health plan with respect to a small enployer or any eligible
enpl oyee or dependent, through riders, endorsenents or otherwi se, to
restrict or exclude coverage or benefits for specific di seases, nedical
conditions, or services otherw se covered by the plan.

Sec. 305. RCW 48. 46. 064 and 1997 c¢c 231 s 209 are each anended to
read as foll ows:
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2y)) Premumrates for health benefit plans for individuals shal
be subject to the foll ow ng provisions:

(a) The health maintenance organization shall develop its rates
based on an adjusted comunity rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

p. 45 HB 2362



© 00 N O Ol WDN P

N NN R R R RRRRPR R
N P O © 00 NO O D WOWDNN L O

23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

(i1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirements affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

((3))) (2) Adjusted community rates established under this section
shall pool the nedical experience of all individuals purchasing
coverage, and shall not be required to be pooled with the nedica
experience of health benefit plans offered to small enpl oyers under RCW
48. 46. 066.

((4))) (3) As used in this section and RCW 48. 46. 066, "health
benefit plan," ((“basie—health—plan—)) "adjusted community rate,"
"smal | enployer,"” and "wel |l ness activities" nean the sane as defined in
RCW 48. 43. 005.

Sec. 306. RCW 48. 46. 066 and 1995 c¢c 265 s 18 are each anended to
read as fol |l ows:
(1) (( F&—A—heatth—mintenance—organtzaten—effertng—any—health
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3))) Premumrates for health benefit plans for small enpl oyers as
defined in ((this—seet+on)) RCW 48.43.005 shall be subject to the

fol |l ow ng provisions:

(a) The health maintenance organi zation shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection ((£3))) (1).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.
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(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) The rate charged for a health benefit plan offered under this
section may not be adjusted nore frequently than annually except that
the prem um may be changed to reflect:

(1) Changes to the enrollnent of the small enpl oyer;

(1i) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(tv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage.

((4))) (2) The health benefit plans authorized by this section
that are lower than the required offering shall not supplant or
supersede any existing policy for the benefit of enployees in this
state. Nothing in this section shall restrict the right of enployees
to collectively bargain for insurance providing benefits in excess of
t hose provi ded herein.

((65))) (3)(a) Except as provided in this subsection, requirenents
used by a health nmai ntenance organization in determ ning whether to
provi de coverage to a small enployer shall be applied uniformy anong
all small enployers applying for coverage or receiving coverage from
the carrier.

(b) A health mai ntenance organi zation shall not require a m ni num
participation |evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and
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(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A health nmaintenance organization may not increase any
requirenent for mninmum enployee participation or nodify any
requi renent for mninmum enpl oyer contribution applicable to a small
enpl oyer at any tine after the small enployer has been accepted for
cover age.

((6))) (4) A health mai ntenance organi zati on nust offer coverage
to all eligible enployees of a small enpl oyer and their dependents. A
heal t h mai nt enance organi zati on may not offer coverage to only certain
i ndi vi dual s or dependents in a small enployer group or to only part of
the group. A health maintenance organi zation may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwi se, to restrict or
excl ude coverage or benefits for specific di seases, nedical conditions,
or services otherw se covered by the plan.

V. I NDI VI DUAL AND GROUP MARKET RATE SETTI NG

Sec. 401. RCW 48.44.020 and 1990 ¢ 120 s 5 are each anended to
read as foll ows:

(1) Any health care service contractor nmay enter into contracts
with or for the benefit of persons or groups of persons which require
prepaynent for health care services by or for such persons in
consi deration of such health care service contractor providing one or
nore health care services to such persons and such activity shall not
be subject to the laws relating to insurance if the health care
services are rendered by the health care service contractor or by a
participating provider.

(2) The comm ssioner may on exam nation, subject to the right of
the health care service contractor to demand and receive a hearing
under chapters 48.04 and 34.05 RCW disapprove any contract form for
any of the follow ng grounds:

(a) If it contains or incorporates by reference any inconsistent,
anbi guous or m sl eading clauses, or exceptions and conditions which
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unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the contract; or

(b) If it has any title, heading, or other indication of its
provi sions which is m sl eading; or

(c) If purchase of health care services thereunder is being
solicited by deceptive advertising; or

(d) 1f((s+)) the benefits provided therein ((are—unreasenable—n
relattoen—totheampunt—chargedforthe—coentraect)) contain unreasonabl e
restrictions; or

(e) If it contains unreasonable restrictions on the treatnent of
patients; or

(f) If it violates any provision of this chapter; or

(g) If it fails to conform to m ninmum provisions or standards
required by regulation nade by the conm ssioner pursuant to chapter
34.05 RCW or

(h) If any contract for health care services with any state agency,
di vi sion, subdivision, board, or commssion or wth any political
subdi vi si on, nmunicipal corporation, or quasi-nmunicipal corporation
fails to conply wwth state | aw.

(3)(a) Every contract between a health care service contractor and
a participating provider of health care services shall be in witing
and shall state that in the event the health care service contractor
fails to pay for health care services as provided in the contract, the
enroll ed participant shall not be liable to the provider for suns owed

by the health care service contractor. Every such contract shal
provide that this requirenment shall survive termnation of the
contract.

(b) No participating provider, agent, trustee, or assignee my
mai ntain any action against an enrolled participant to collect suns
owed by the health care service contractor

NEW SECTI ON.  Sec. 402. A new section is added to chapter 48.44
RCWto read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cains" neans the cost to the health care service contractor
of health care services, as defined in RCW 48.43.005, provided to a
contract holder or paid to or on behalf of a contract holder in
accordance with the terns of a health benefit plan, as defined in RCW

HB 2362 p. 50



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNMDNDNMNDNMDDNMNMNDNMDNMNMNMNMDNEPRPPRPERPRPRPPRPERPRRERPPRPRE
0O NO Ol W NPEFP O OOWwuNO O P WNEPEOOOWOOWwNO O wDNDER. o

48. 43.005. This includes capitation paynents or other sim |l ar paynents
made to providers for the purpose of paying for health care services
for an enroll ee.

(b) "Cainms reserved" neans: (i) The liability for clains that
have been reported but not paid; (ii) the liability for clains that
have not been reported but which may reasonably be expected; and (iii)
additional clainms reserves for other accepted accounting purposes.

(c) "Earned prem uns" nmeans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |ess any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clains expense”" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(2)(a) A health <care service contractor shall file, for
i nformational purposes only, a notice of its schedule of rates for its
i ndi vi dual and group plans with the conm ssioner prior to use.

(b) These rates shall be calculated to include no nore than twenty
percent of premum attributable to all nonclains expenses, including
adm ni strative costs, calculated over the Il ength of the rating period.
Rates shall be calculated for a period of one year.

(3) A health care service contractor shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determning the rates charged. The comm ssioner may
request only the follow ng supporting docunentation:

(a) A description of the health care service contractor’s rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clainms which
i ncl udes the experience data, assunptions, and justifications of the
health care service contractor’s projection

(c) The aggregate percentage of premum attributable to (i)
adm ni strative expenses; and (ii) contributions to reserves or profit
that were used in determning the conmunity rate; and

(d) A certification by a nenber of the American acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
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an aggregate loss ratio that neets or exceeds the loss ratio standard
established in subsection (6) of this section.

(4) By the last day of May each year any health care service
contractor providing individual or small group health benefit plans in
this state shall file for review by the conmm ssioner supporting
docunentation of its actual loss ratio for its individual and snal
group health benefit plans offered in this state in aggregate for the
precedi ng cal endar year. The filing shall include a certification by
a nmenber of the Anerican acadeny of actuaries, or other person
acceptable to the conmm ssioner, that the actual |loss ratio has been
cal cul ated in accordance with accepted actuarial principles.

(a) If the conm ssioner has not contested the cal culation prior to
the expiration of sixty working days, commencing with the date the
filingis delivered to the conm ssioner, the loss ratio as filed by the
carrier shall be used in calculating refunds under subsection (5) of
this section.

(b) I'f the conm ssioner contests the cal cul ati on of the actual | oss
ratio, the comm ssioner shall state in witing the grounds for
contesting the calculation to the health care service contractor.

(c) Any dispute regarding the calculation of the actual loss ratio
shal | upon witten demand of either the conm ssioner or the health care
service contractor be submtted to hearing under chapters 48.04 and
34. 05 RCW

(5 If the actual loss ratio for the preceding cal endar year is
| ess than the |l oss rati o standard established in subsection (6) of this
section, refunds are due and the follow ng shall apply:

(a) The health care service contractor shall cal cul ate a percent age
of premumto be refunded to contract hol ders by subtracting the actual
loss ratio for the preceding year from the loss ratio standard
established in subsection (6) of this section.

(b) The refund due to each individual or small group contract
holder is the percentage calculated in (a) of this subsection,
multiplied by the prem um earned from each contract holder in the
previ ous cal endar year. Interest shall be added to the refund due at
a five percent annual rate calculated fromthe end of the cal endar year
for which refunds are due to the date the refunds are nade.

(c) Any refund due a contract hol der in excess of ten doll ars shal
be mailed to the contract holder at his or her last known mailing
address or credited agai nst any prem uns due.
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(d) Al refunds equal to or less than ten dollars shall be
aggregated and such anmounts shall be remtted to the Washington state
health insurance pool to be used as directed by the pool board of
directors.

(e) Any refund required to be issued under this section shall be
issued within thirty days after the actual loss ratio is determ ned
under subsection (4) of this section.

(f) Any refund issued by a health care service contractor to a
contract holder under this section that remains unclained by that
contract hol der one year fromthe date it was issued shall be remtted
to the Washi ngton state health i nsurance pool to be used as directed by
the pool board of directors. Health care service contractors that
conply with this subsection shall be relieved of liability for any
uncl ai med refunds.

(6) The loss ratio standard applicable to this section shall be
ei ghty percent.

Sec. 403. RCW 48.46.060 and 1989 c¢c 10 s 10 are each amended to
read as foll ows:

(1) Any health mai ntenance organi zation may enter into agreenents
with or for the benefit of persons or groups of persons, which require
prepaynent for health care services by or for such persons in
consideration of the health maintenance organi zation providing health
care services to such persons. Such activity is not subject to the
laws relating to insurance if the health care services are rendered
directly by the health maintenance organization or by any provider
whi ch has a contract or other arrangenent with the heal th mai ntenance
organi zation to render health services to enrolled participants.

(2) Al forms of health maintenance agreenents issued by the
organi zation to enrolled participants or other marketing docunents
purporting to describe the organization’s conprehensive health care
services shall conply wth such m ni nrum standards as the comm ssi oner
deens reasonabl e and necessary in order to carry out the purposes and
provisions of this <chapter, and which fully inform enrolled
participants of the health care services to which they are entitled,
including any limtations or exclusions thereof, and such other rights,
responsibilities and duties required of the contracting health
mai nt enance organi zati on.
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(3) Subject to the right of the health nai ntenance organi zation to
demand and receive a hearing under chapters 48.04 and 34.05 RCW the
comm ssi oner may di sapprove an agreenent formfor any of the follow ng
grounds:

(a) If it contains or incorporates by reference any inconsistent,
anbi guous, or m sleading clauses, or exceptions or conditions which
unreasonably or deceptively affect the risk purported to be assuned in
t he general coverage of the agreenent;

(b) If it has any title, heading, or other indication which is
m sl eadi ng;

(c) If purchase of health care services thereunder is being
solicited by deceptive adverti sing;

(d) I'f the benefits provided therein ((areunreaseonabletnrelation
to—the—ampunt—charged—for—the—agreenent)) contain unreasonable
restrictions;

(e) If it contains unreasonable restrictions on the treatnent of
patients;

(f) If it is in any respect in violation of this chapter or if it
fails to conform to m ninum provisions or standards required by the
comm ssioner by rule under chapter 34.05 RCW or

(g) If any agreenent for health care services with any state
agency, division, subdivision, board, or commssion or wth any
political subdivision, nunicipal corporation, or quasi-nunicipal
corporation fails to conply with state | aw

(4) No health nmaintenance organization authorized under this
chapter shall cancel or fail to renewthe enroll nment on any basis of an
enrolled participant or refuse to transfer an enroll ed participant from
a group to an individual basis for reasons relating solely to age, sex,
race, or health status((-—PROVWBEBD-HOAEVER—TFhat)). Not hi ng cont ai ned
herein shall prevent cancellation of an agreement with enrolled
participants (a) who viol ate any published policies of the organi zation
whi ch have been approved by the comm ssioner, or (b) who are entitled
to becone eligible for nedicare benefits and fail to enroll for a
medi car e suppl enent pl an of fered by the heal th mai nt enance organi zati on
and approved by the conmm ssioner, or (c) for failure of such enrolled
participant to pay the approved charge, including cost-sharing,
requi red under such contract, or (d) for a material breach of the
heal t h mai nt enance agreenent.
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(5) No agreenent form or anmendnent to an approved agreenent form
shall be used unless it is first filed with the comm ssi oner.

NEW SECTION. Sec. 404. A new section is added to chapter 48.46
RCWto read as foll ows:

(1) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Cainms" nmeans the cost to the heal th mai nt enance organi zati on
of health care services, as defined in RCW 48.43. 005, provided to an
enrollee or paid to or on behalf of the enrollee in accordance with the
terms of a health benefit plan, as defined in RCW 48. 43. 005. Thi s
includes capitation paynents or other simlar paynents nade to
providers for the purpose of paying for health care services for an
enrol | ee.

(b) "Clainms reserved" neans: (i) The liability for clains that
have been reported but not paid; (ii) the liability for clains that
have not been reported but which may reasonably be expected; and (iii)
additional clainms reserves for other accepted accounting purposes.

(c) "Earned prem uns" nmeans prem uns, as defined in RCW48. 43. 005,
plus any rate credits or recoupnents |ess any refunds, for the
applicable period, whether received before, during, or after the
appl i cabl e peri od.

(d) "Incurred clains expense" neans clains paid during the
applicable period plus any increase, or |ess any decrease, in the
cl aims reserves.

(e) "Loss ratio" nmeans incurred clains expense as a percentage of
earned prem uns.

(2)(a) A health mintenance organization shall file, for
i nformational purposes only, a notice of its schedule of rates for its
i ndi vi dual and group plans with the conm ssioner prior to use.

(b) These rates shall be calculated to include no nore than twenty
percent of premum attributable to all nonclains expenses, including
adm ni strative costs, calculated over the Il ength of the rating period.
Rates shall be calculated for a period of one year.

(3) A health nmmintenance organization shall file with the notice
requi red under subsection (2) of this section supporting docunentation
of its nmethod of determning the rates charged. The conmm ssioner may
request only the follow ng supporting docunentati on:
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(a) A description of the health maintenance organi zation's rate-
maki ng net hodol ogy;

(b) An actuarially determned estimate of incurred clainms which
i ncl udes the experience data, assunptions, and justifications of the
heal t h mai nt enance organi zati on’s projection;

(c) The aggregate percentage of premum attributable to (i)
adm ni strative expenses; and (ii) contributions to reserves or profit
that were used in determning the conmunity rate; and

(d) A certification by a nenber of the Anmerican acadeny of
actuaries, or other person acceptable to the comm ssioner, that the
adj usted community rate charged can be reasonably expected to result in
an aggregate loss ratio that neets or exceeds the loss ratio standard
established in subsection (6) of this section.

(4) By the last day of My each year any health maintenance
organi zation providing individual or small group health benefit plans
in this state shall file for review by the comm ssioner supporting
docunentation of its actual loss ratio for its individual and snal
group health benefit plans offered in the state in aggregate for the
precedi ng cal endar year. The filing shall include a certification by
a nmenber of the Anerican acadeny of actuaries, or other person
acceptable to the conmm ssioner, that the actual |loss ratio has been
cal cul ated in accordance with accepted actuarial principles.

(a) If the conm ssioner has not contested the cal culation prior to
the expiration of sixty working days, commencing with the date the
filingis delivered to the conm ssioner, the loss ratio as filed by the
carrier shall be used in calculating refunds under subsection (5) of
this section.

(b) I'f the conm ssioner contests the cal cul ati on of the actual | oss
ratio, the comm ssioner shall state in witing the grounds for
contesting the calculation to the health maintenance organi zati on.

(c) Any dispute regarding the calculation of the actual loss ratio
shall, upon witten demand of either the comm ssioner or the health
mai nt enance organi zati on, be submtted to hearing under chapters 48.04
and 34. 05 RCW

(5) If the actual loss ratio for the preceding cal endar year is
| ess than the |l oss rati o standard established i n subsection (6) of this
section, refunds are due and the follow ng shall apply:

(a) The health nmintenance organization shall calculate a
percentage of premium to be refunded to enrollees and snmall group
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agreenent holders by subtracting the actual loss ratio for the
precedi ng year fromthe loss ratio standard established in subsection
(6) of this section.

(b) The refund due to each enrollee or small group agreenent hol der
is the percentage calculated in (a) of this subsection, nmultiplied by
the prem um earned from each enrollee or small group agreenent hol der
in the previous calendar year. Interest shall be added to the refund
due at a five percent annual rate calculated from the end of the
cal endar year for which refunds are due to the date the refunds are
made.

(c) Any refund due an enrollee or small group agreenent holder in
excess of ten dollars shall be mailed to the enrollee or small group
agreenent holder at his or her last known nailing address or credited
agai nst any prem uns due.

(d) Al refunds equal to or less than ten dollars shall be
aggregat ed and such anounts shall be remtted to the Washington state
health insurance pool to be used as directed by the pool board of
di rectors.

(e) Any refund required to be issued under this section shall be
issued within thirty days after the actual loss ratio is determ ned
under subsection (4) of this section.

(f) Any refund issued by a health maintenance organi zation to an
enrollee or small group agreenment holder under this section that
remai ns uncl aimed by that enrollee or small group agreenent hol der one
year fromthe date it was issued shall be remtted to the Washi ngton
state health i nsurance pool to be used as directed by the pool board of
di rectors. Heal t h mai nt enance organi zations that conply with this
subsection shall be relieved of liability for any uncl ai ned refunds.

(6) The loss ratio standard applicable to this section shall be
ei ghty percent.

V. WASHI NGTON BASI C HEALTH PLAN
Sec. 501. RCW 70. 47. 010 and 1993 c 492 s 208 are each anended to

read as foll ows:
(1)(a) _The legislature finds that limtations on access to health

care services for enrollees in the state, such as in rural and

underserved areas, are particularly challenging for the basic health

plan. Statutory restrictions have reduced the options available to the
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adm nistrator to address the access needs of basic health plan

enrol | ees. It is the intent of the leqgislature to authorize the

adnm nistrator to develop alternative purchasing strateqgies to ensure

access to basic health plan enrollees in all areas of the state

including: (i) The use of differential rating for nanaged health care

syst ens _based on geographic differences in costs; and (ii) limted use

of self-insurance in areas where adequate access cannot be assured

t hr ough ot her options.

(b) In developing alternative purchasing strategies to address

health care access needs, the admnistrator shall consult wth

interested persons including health carriers, health care providers,

and health facilities, and with other appropriate state agencies

including the office of the insurance comn ssioner and the office of

community and rural health. In pursuing such alternatives, the

adm ni strator shall continue to give priority to prepaid managed care

as the preferred nethod of assuring access to basic health plan

enrol | ees.

(2) The legislature further finds that:

(a) A significant percentage of the population of this state does
not have reasonably avail abl e i nsurance or other coverage of the costs
of necessary basic health care services;

(b) This lack of basic health care coverage is detrinental to the
health of the individuals |acking coverage and to the public welfare,
and results in substantial expenditures for energency and renedi al
heal th care, often at the expense of health care providers, health care
facilities, and all purchasers of health care, including the state; and

(c) The wuse of nmanaged health care systens has significant
potential to reduce the gromh of health care costs incurred by the
people of this state generally, and by | owincone pregnant wonen, and
at-risk children and adol escents who need greater access to nanaged
heal th care.

((2)) (3) The purpose of this chapter is to provide or nmake nore
readily available necessary basic health care services in an
appropriate setting to working persons and ot hers who | ack coverage, at
a cost to these persons that does not create barriers to the
utilization of necessary health care services. To that end, this
chapter establishes a programto be nade avail able to those residents
not eligible for nmedicare who share in a portion of the cost or who pay
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the full cost of receiving basic health care services froma nmanaged
health care system

((3))) (4) It is not the intent of this chapter to provide health
care services for those persons who are presently covered through
private enployer-based health plans, nor to replace enployer-based
heal th plans. However, the | egislature recognizes that cost-effective
and affordable health plans may not always be available to small
busi ness enployers. Further, it is the intent of the legislature to
expand, wherever possible, the availability of private health care
coverage and to discourage the decline of enployer-based coverage.

((4))) (5)(a) It is the purpose of this chapter to acknow edge the
initial success of this program that has (i) assisted thousands of
famlies in their search for affordable health care; (ii) denonstrated
that | owincome, uninsured famlies are willing to pay for their own
health care coverage to the extent of their ability to pay; and (iii)
proved that |ocal health care providers are wlling to enter into a
public-private partnership as a managed care system

(b) As a consequence, the legislature intends to extend an option
to enroll to certain citizens above two hundred percent of the federal
poverty guidelines within the state who reside in communities where the
plan is operational and who collectively or individually wish to
exercise the opportunity to purchase health care coverage through the
basic health plan if the purchase is done at no cost to the state. It
is also the intent of the legislature to allow enployers and other
financial sponsors to financially assist such individuals to purchase
health care through the program so |long as such purchase does not
result in a |lower standard of coverage for enpl oyees.

(c) The legislature intends that, to the extent of avail abl e funds,
t he program be avail abl e t hroughout Washi ngton state to subsidi zed and
nonsubsi di zed enrollees. It is also the intent of the legislature to
enrol|l subsidized enrollees first, to the maxi num extent feasible.

(d) The legislature directs that the basic health plan
adm nistrator identify enrollees who are likely to be eligible for
medi cal assistance and assist these individuals in applying for and
recei ving nedi cal assistance. The adm nistrator and the departnent of
social and health services shall inplenent a seanless system to
coordinate eligibility determnations and benefit coverage for
enrol l ees of the basic health plan and nedi cal assistance recipients.
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Sec. 502. RCW 70.47.020 and 1997 c¢ 335 s 1 are each anended to
read as foll ows:

As used in this chapter:

(1) "washington basic health plan" or "plan" means the system of
enrol l ment and paynent ((er—a—prepaid—ecapitated—basis)) for basic
health care services, admnistered by the plan adm nistrator through
participating managed health care systens, created by this chapter

(2) "Admnistrator” nmeans the Washington basic health plan
adm nistrator, who also holds the position of admnistrator of the
Washi ngton state health care authority.

(3) "Managed health care system neans: (a) Any health care
organi zation, including health care providers, insurers, health care
service contractors, health mai ntenance organizations, or any
conbi nation thereof, that provides directly or by contract basic health
care services, as defined by the admnistrator and rendered by duly
licensed providers, ((er—a—prepatd—capitated—basts)) to a defined
pati ent population enrolled in the plan and in the nmanaged health care
system__or (b) a self-funded or self-insured nmethod of providing
i nsurance coverage to subsi di zed enrol | ees provi ded under RCW41. 05. 140
and subject to the limtations under RCW 70.47.100(6).

(4) "Subsidized enrollee" nmeans an individual, or an individua
plus the individual’s spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who resides in an area of
the state served by a managed health care systemparticipating in the
pl an; (d) whose gross famly incone at the tine of enrol |l nent does not
exceed tw ce the federal poverty level as adjusted for famly size and
determ ned annually by the federal departnent of health and human
servi ces; and (e) who chooses to obtain basic health care coverage from
a particul ar managed health care systemin return for periodic paynents
to the plan.

(5) "Nonsubsi di zed enrol |l ee" neans an individual, or an individual
plus the individual’s spouse or dependent children: (a) Who is not
eligible for nedicare; (b) who is not confined or residing in a
government -operated institution, unless he or she neets eligibility
criteria adopted by the admnistrator; (c) who resides in an area of
the state served by a managed health care systemparticipating in the
pl an; (d) who chooses to obtain basic health care coverage from a
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particul ar managed health care system and (e) who pays or on whose
behalf is paid the full costs for participation in the plan, wthout
any subsidy fromthe plan.

(6) "Subsidy" neans the difference between the anount of periodic
paynment the adm nistrator makes to a managed health care system on
behal f of a subsidized enrollee plus the admnistrative cost to the
pl an of providing the plan to that subsidized enrollee, and t he anount
determined to be the subsidized enrollee’ s responsibility under RCW
70. 47.060(2) .

(7) "Premunt nmeans a periodic paynent, based upon gross famly
i ncome whi ch an individual, their enpl oyer or another financial sponsor
makes to the plan as consideration for enrollnment in the plan as a
subsi di zed enrol |l ee or a nonsubsi di zed enrol | ee.

(8 "Rate" neans the ((per—eaptta)) anount, negotiated by the
admnistrator with and paid to a participating nmanaged health care
system that 1is based upon the enrollnment of subsidized and
nonsubsi di zed enrollees in the plan and in that system

Sec. 503. RCW70.47.060 and 1998 ¢ 314 s 17 and 1998 c 148 s 1 are
each reenacted and anmended to read as foll ows:

The adm ni strator has the foll om ng powers and duti es:

(1) To design and fromtinme to tine revise a schedule of covered
basi c heal th care services, including physician services, inpatient and
out pati ent hospital services, prescription drugs and nedi cati ons, and
other services that may be necessary for basic health care. I n
addition, the admnistrator may, to the extent that funds are
avail able, offer as basic health plan services chem cal dependency
services, nental health services and organ transplant services;
however, no one service or any conbination of these three services
shal | increase the actuarial val ue of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. All subsidi zed and nonsubsi di zed enrollees in
any partici pati ng managed heal th care systemunder the WAashi ngton basic
health plan shall be entitled to receive covered basic health care
services in return for prem um paynents to the plan. The schedul e of
servi ces shall enphasi ze proven preventive and primary health care and
shal | include all services necessary for prenatal, postnatal, and well -
child care. However, with respect to coverage for groups of subsidi zed
enroll ees who are eligible to receive prenatal and postnatal services
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t hrough the nedical assistance program under chapter 74.09 RCW the
adm ni strator shall not contract for such services except to the extent
t hat such services are necessary over not nore than a one-nonth period
inorder to maintain continuity of care after di agnosis of pregnancy by
t he managed care provider. The schedul e of services shall al so include
a separate schedule of basic health care services for children,
ei ghteen years of age and vyounger, for those subsidized or
nonsubsi di zed enrol | ees who choose to secure basic coverage t hrough t he
plan only for their dependent children. |n designing and revising the
schedul e of services, the adm nistrator shall consider the guidelines
for assessing health services under the mandat ed benefits act of 1984,
RCW 48.47.030, and such other factors as the adm nistrator deens
appropri ate.

However, with respect to coverage for subsidized enrollees who are
eligible toreceive prenatal and postnatal services through the nedical
assi stance programunder chapter 74.09 RCW the adm nistrator shall not
contract for such services except to the extent that the services are
necessary over not nore than a one-nonth period in order to maintain
continuity of care after diagnosis of pregnancy by the nanaged care
provi der.

(2)(a) To design and i npl enent a structure of periodic prem uns due
the adm nistrator from subsidized enrollees that is based upon gross
famly incone, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnment of children shall not
require the enrollnment of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
subsection (9) of this section and to the share of the cost of the plan
due from subsi di zed enroll ees entering the plan as enpl oyees pursuant
to subsection (10) of this section.

(b) To determ ne the periodic prem uns due the adm nistrator from
nonsubsi di zed enrol | ees. Prem uns due from nonsubsidized enroll ees
shall be in an anobunt equal to the cost charged by the managed heal th
care systemprovider to the state for the plan plus the admnistrative
cost of providing the plan to those enroll ees and the prem umtax under
RCW 48. 14. 0201.

(c) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premum rate, or any other
anmount on behalf of a subsidized or nonsubsidized enrollee, by
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arrangenent with the enroll ee and t hrough a nmechani smacceptable to the
adm ni strator.

( (—TFo—developr—as—an-offering by everyhealthcarrier—providing

| | basic healthpl el ol o g i . "
eost-shartngrequi+renents—))

(3) To design and inplenment a structure of enrollee cost sharing
due a managed health care system from subsidized and nonsubsi di zed
enrol | ees. The structure shall discourage inappropriate enrollee
utilization of health care services, and may utilize copaynents,
deducti bl es, and other cost-sharing nmechanisns, but shall not be so
costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services.

(4) To limt enrollnment of persons who qualify for subsidies so as
to prevent an overexpenditure of appropriations for such purposes
Whenever the admnistrator finds that there is danger of such an
overexpenditure, the adm nistrator shall close enrollnment until the
adm ni strator finds the danger no | onger exists.

(5 To limt the paynment of subsidies to subsidized enrollees, as
defined in RCW70.47.020. The | evel of subsidy provided to persons who
qualify may be based on the |owest cost plans, as defined by the
adm ni strator.

(6) To adopt a schedule for the orderly devel opnent of the delivery
of services and availability of the plan to residents of the state,
subject to the limtations contained in RCW 70.47.080 or any act
appropriating funds for the plan.

(7) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
heal t h care providers under the plan. The adm ni strator shall endeavor
to assure that covered basic health care services are available to any
enrollee of the plan from anbng a selection of two or nore
partici pating managed health care systens. |In adopting any rules or
procedures applicable to managed health care systens and in its
dealings with such systens, the adm nistrator shall consider and make
suitable allowance for the need for health care services and the
differences in local availability of health care resources, along with
other resources, within and anong the several areas of the state.
Contracts with participating nmanaged health care systens shall ensure
that basic health plan enrollees who becone eligible for nedical
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assi stance nmay, at their option, continue to receive services from
their existing providers within the managed health care systemif such
provi ders have entered into provider agreenents with the departnent of
soci al and health services.

(8) To receive periodic premuns fromor on behalf of subsidized
and nonsubsidi zed enrollees, deposit them in the basic health plan
operating account, keep records of enrollee status, and authorize
periodi c paynents to managed health care systens on the basis of the
nunber of enrollees participating in the respective managed health care
syst ens.

(9) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health plan
as subsidized or nonsubsidized enrollees, to establish appropriate
m ni mumenrol | mrent periods for enrollees as nay be necessary, and to
det erm ne, upon application and on a reasonabl e schedul e defi ned by the
authority, or at the request of any enrollee, eligibility due to
current gross famly inconme for sliding scale prem uns. Funds received
by a famly as part of participation in the adoption support program
aut hori zed under RCW 26. 33.320 and 74.13.100 through 74.13. 145 shal
not be counted toward a famly' s current gross famly inconme for the
purposes of this chapter. Wen an enrollee fails to report incone or
i ncone changes accurately, the adm nistrator shall have the authority
either to bill the enrollee for the anobunts overpaid by the state or to
i npose civil penalties of up to two hundred percent of the anmount of
subsi dy overpaid due to the enrollee incorrectly reporting i ncome. The
adm ni strator shall adopt rules to define the appropriate application
of these sanctions and the processes to inplenent the sanctions
provided in this subsection, within available resources. No subsidy
may be paid with respect to any enrollee whose current gross famly
i ncone exceeds twice the federal poverty level or, subject to RCW
70.47.110, who is a recipient of nedical assistance or nedical care
servi ces under chapter 74.09 RCW If a nunber of enrollees drop their
enrol I ment for no apparent good cause, the adm nistrator may establish
appropriate rules or requirenents that are applicable to such
i ndi vidual s before they will be allowed to reenroll in the plan.

(10) To accept applications from business owners on behalf of
thensel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol | ees, who reside in an area served by
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the pl an. The admnistrator may require all or the substanti al
majority of the eligible enployees of such businesses to enroll in the
pl an and establi sh those procedures necessary to facilitate the orderly
enrol l ment of groups in the plan and i nto a managed heal th care system
The adm nistrator may require that a business owner pay at |east an
anount equal to what the enpl oyee pays after the state pays its portion
of the subsidized prem um cost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnent islimted to those not eligible for
medi care who wish to enroll in the plan and choose to obtain the basic
health care coverage and services from a managed care system
participating in the plan. The adm nistrator shall adjust the anount
determ ned to be due on behalf of or fromall such enrollees whenever
the amount negotiated by the admnistrator with the participating
managed health care systemor systens is nodified or the adm nistrative
cost of providing the plan to such enroll ees changes.

(11) To determne the rate to be paid to each participati ng managed
health care systemin return for the provision of covered basic health
care services to enrollees in the system Although the schedul e of
covered basic health care services wll be the sane or actuarially
equivalent for simlar enrollees, the rates negotiated wth

participating managed health care systens nay vary anong the systens.
In negotiating rates with participating systens, the adm nistrator
shal | consider the characteristics of the popul ations served by the
respective systens, econom c circunstances of the | ocal area, the need
to conserve the resources of the basic health plan trust account, and
other factors the admnistrator finds rel evant.

(12) To nonitor the provision of covered services to enrollees by
partici pating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for eval uation, and
to inspect the books and records of participating nanaged health care
systens to assure conpliance with the purposes of this chapter. In
requiring reports from participating nmanaged health care systens,
i ncl udi ng data on services rendered enrol |l ees, the adm ni strator shal
endeavor to mnimze costs, both to the managed heal th care systens and
to the plan. The adm nistrator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
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conmmi ssioner and the departnent of health, to mnimze duplication of
effort.

(13) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropri ate neasures consi st ent
with state and federal statutes that will discourage the reduction of
such coverage in the state.

(14) To devel op a programof proven preventive health neasures and
to integrate it into the plan wherever possible and consistent with
this chapter.

(15) To provide, consistent with avail abl e fundi ng, assistance for
rural residents, underserved popul ati ons, and persons of col or.

(16) In consultation with appropriate state and | ocal governnent
agencies, to establish criteria defining eligibility for persons
confined or residing in governnent-operated institutions.

Sec. 504. RCW 70.47. 100 and 1987 1st ex.s. ¢ 5 s 12 are each
anmended to read as foll ows:

(1) A managed health care systens participating in the plan shal
do so by contract wwth the adm nistrator and shall provide, directly or
by contract with other health care providers, covered basic health care
services to each enrollee covered by its contract wth the
adm ni strator as long as paynents fromthe adm ni strator on behal f of
the enrollee are current. A participating managed health care system
may offer, without additional cost, health care benefits or services
not included in the schedule of covered services under the plan. A
participating managed health care system shall not give preference in
enrol Il ment to enroll ees who accept such additional health care benefits
or services. Managed health care systens participating in the plan
shal | not discrimnate against any potential or current enroll ee based
upon health status, sex, race, ethnicity, or religion. The
admnistrator nay receive and act upon conplaints from enrollees
regarding failure to provide covered services or efforts to obtain
paynment, other than authorized copaynents, for covered services
directly from enrollees, but nothing in this chapter enpowers the
adm ni strator to inpose any sanctions under Title 18 RCWor any ot her
professional or facility licensing statute.

(2) The plan shall allow, at |east annually, an opportunity for
enrollees to transfer their enrollnments anong participating nmanaged
health care systens serving their respective areas. The adm nistrator
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shal |l establish a period of at |east twenty days in a given year when
this opportunity is afforded enrollees, and in those areas served by
nore than one participating nmanaged health care system the
adm ni strator shall endeavor to establish a uniform period for such
opportunity. The plan shall allow enrollees to transfer their
enrol I ment to another participating nmanaged health care system at any
ti me upon a showi ng of good cause for the transfer.

( (Any ont+3a bet ween a hospita aRe—a—p3a
healtd I hi I . b I . :
ROW/0-39140{(1)—regardingnegotiated+ates—))

(3) Prior to negotiating with any managed health care system the
adm nistrator shall determne, on an actuarially sound basis, the
reasonable cost of providing the schedule of basic health care
services, expressed in terns of upper and lower limts, and recogni zing
variations in the cost of providing the services through the various
systens and in different areas of the state.

(4 In negotiating wth mnmanaged health care systens for
participation in the plan, the admnistrator shall adopt a uniform
procedure that includes at |east the foll ow ng:

((2)) (a) The adm ni strator shall issue a request for proposals,
i ncludi ng standards regarding the quality of services to be provided;
financial integrity of the responding systens; and responsiveness to
the unnet health care needs of the local conmunities or popul ations
that nay be served;

((2)) (b) The admnistrator shall then review responsive
proposal s and may negotiate with respondents to the extent necessary to
refine any proposals;

((63))) (c) The administrator may then select one or nore systens
to provide the covered services within a |ocal area; and

(((4)) (d) The admnistrator may adopt a policy that gives
preference to respondents, such as nonprofit community health clinics,
that have a history of providing quality health care services to | ow
I ncone persons.

(5) The admnistrator may establish procedures and policies to
further negotiate and contract wth managed health care systens
foll owi ng conpletion of the request for proposal process in subsection
(4) of this section, upon a determ nation by the admnistrator that it
IS necessary to provide access to covered basic health care services
for enrollees.
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(6) The admnistrator may utilize a self-funded or self-insured
met hod of providing insurance coverage to subsi di zed enrol | ees provi ded

under RCW 41.05.140 if: (a) It is necessary to provide access to

covered basic health care services for subsidized enrollees; (b)

funding for adequate reserves is available in the basic health plan

self-insurance reserve account:; and (c) other options for providing

access to covered basic health care services for subsidized enroll ees

are not feasible.

Sec. 505. RCW41.05.140 and 1994 c 153 s 10 are each anended to
read as foll ows:

(1) Except for property and casualty insurance, the authority may
self-fund, self-insure, or enter into other nethods of providing
i nsurance coverage for insurance prograns under its jurisdiction

( (except—property—and—easuvaltyinsuranee)), including the basic health

plan as provided in chapter 70.47 RCW The authority shall contract

for paynent of clainms or other admnistrative services for prograns
under its jurisdiction. |[If a program does not require the prepaynent
of reserves, the authority shall establish such reserves within a
reasonable period of time for the paynent of clainms as are normally
required for that type of insurance under an insured program

(2) Reserves established by the authority for enployee and retiree
benefit prograns shall be held in a separate trust fund by the state
treasurer and shall be known as the public enployees’ and retirees
i nsurance reserve fund. The state investnent board shall act as the
investor for the funds and, except as provided in RCW43.33A 160, one
hundred percent of all earnings from these investnents shall accrue
directly to the public enployees’ and retirees’ insurance reserve fund.

(3) Any savings realized as a result of a program created for
enpl oyees and retirees under this section shall not be used to i ncrease
benefits unless such use is authorized by statute.

(4) Reserves established by the authority to provide insurance
coverage for the basic health plan under chapter 70.47 RCW shall be

held in a separate trust account in the custody of the state treasurer

and shall be known as the basic health plan self-insurance reserve

account. The state investnent board shall act as the investor for the

funds and, except as provided in RCW43. 33A. 160, one hundred percent of

all earnings fromthese i nvestnents shall accrue directly to the basic

health plan self-insurance reserve account.
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(5) Any programcreated under this section shall be subject to the
exam nation requirenments of chapter 48.03 RCWas if the programwere a
donestic insurer. |n conducting an exam nation, the conm ssioner shall
determ ne the adequacy of the reserves established for the program

((65))) (6) The authority shall keep full and adequate accounts and
records of the assets, obligations, transactions, and affairs of any
program created under this section

((6))) (7) The authority shall file a quarterly statenent of the
financial condition, transactions, and affairs of any program created
under this section in a form and manner prescribed by the insurance
comm ssioner. The statenent shall contain information as required by
the comm ssioner for the type of insurance being offered under the
program A copy of the annual statenment shall be filed with the
speaker of the house of representatives and the president of the
senat e.

Sec. 506. RCW43. 79A.040 and 1999 c 384 s 8 and 1999 c 182 s 2 are
each reenacted and anmended to read as foll ows:

(1) Money inthe treasurer’s trust fund may be deposited, invested,
and reinvested by the state treasurer in accordance with RCW43. 84. 080
in the sanme manner and to the sane extent as if the noney were in the
state treasury.

(2) Al incone received frominvestnent of the treasurer’s trust
fund shall be set aside in an account in the treasury trust fund to be
known as the investnent inconme account.

(3) The investnent inconme account may be utilized for the paynent
of purchased banking services on behalf of treasurer’s trust funds
i ncl udi ng, but not Ilimted to, depository, saf ekeepi ng, and
di sbursenent functions for the state treasurer or affected state
agencies. The investnent income account is subject in all respects to
chapter 43.88 RCW but no appropriation is required for paynents to
financial institutions. Paynents shall occur prior to distribution of
earnings set forth in subsection (4) of this section.

(4)(a) Monthly, the state treasurer shall distribute the earnings
credited to the investnent income account to the state general fund
except under (b) and (c) of this subsection.

(b) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s or fund' s
average daily balance for the period: The Washi ngton advanced col | ege
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tuition paynent program account, the agricultural local fund, the
Aneri can | ndi an schol arshi p endowrent fund, the basic health plan self-
insurance reserve account, the Wshington international exchange
schol arshi p endowrent fund, the devel opnental disabilities endowrent
trust fund, the energy account, the fair fund, the ganme farm
alternative account, the grain inspection revolving fund, the juvenile
accountability incentive account, the rural rehabilitation account, the
stadium and exhibition center account, the youth athletic facility
grant account, the self-insurance revolving fund, the sulfur dioxide
abat enment account, and the children’s trust fund. However, the
earnings to be distributed shall first be reduced by the allocation to
the state treasurer’s service fund pursuant to RCW 43. 08. 190.

(c) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
fund’ s average daily balance for the period: The advanced right of way
revolving fund, the advanced environnental mtigation revolving
account, the federal narcotics asset forfeitures account, the high
occupancy vehicle account, the local rail service assistance account,
and the m scel | aneous transportation prograns account.

(5 In conformance with Article |1, section 37 of the state
Constitution, no trust accounts or funds shall be allocated earnings
W thout the specific affirmative directive of this section.

NEW SECTION.  Sec. 507. A new section is added to chapter 48.41
RCWto read as foll ows:
The Washington state health insurance pool account is created in

the custody of the state treasurer. Al receipts from noneys
specifically appropriated to the account nust be deposited in the
account . Expenditures from the account may be used only to cover

deficits incurred by the Washington state health insurance pool under
this chapter in excess of the threshold established in this section.
To the extent funds are available in the account, funds shall be
expended fromthe account only to offset that portion of the deficit
t hat woul d otherw se have to be recovered by inposing an assessnment on
menbers in excess of a threshold of seventy cents per insured person
per nont h. The conm ssioner shall authorize expenditures from the
account, to the extent that funds are available in the account, upon
certification by the pool board that assessnents wll exceed the
threshol d | evel established in this section. The account is subject to
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the all ot ment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

Sec. 508. RCW43.84.092 and 1999 ¢ 380 s 8, 1999 c 309 s 928, 1999
C 268 s 4, and 1999 c 94 s 2 are each reenacted and anended to read as
fol | ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury inconme account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent inprovenment act of 1990. The treasury income account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenment may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43. 84. 160, the treasury i ncone
account may be utilized for the paynent of purchased banki ng services
on behal f of treasury funds including, but not limted to, depository,
saf ekeepi ng, and di sbursenent functions for the state treasury and
af fected state agencies. The treasury i ncone account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shal
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s and fund' s
average daily balance for the period: The capitol building
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construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensation adm ni strative account, the deferred
conpensation principal account, the departnent of retirenment systens
expense account, the drinking water assistance account, the Eastern
Washi ngton University capital projects account, the education
construction fund, the energency reserve fund, the federal forest
revol ving account, the health services account, the public health
services account, the health system capacity account, the persona
health services account, the state higher education construction
account, the higher education construction account, the highway
infrastructure account, the industrial insurance prem um refund
account, the judges retirenment account, the judicial retirenment
adm ni strative account, the judicial retirenment principal account, the
| ocal | easehold excise tax account, the |local real estate excise tax
account, the local sales and use tax account, the nedical aid account,
the nobile hone park relocation fund, the nunicipal crimnal justice
assi stance account, the nunicipal sales and use tax equalization
account, the natural resources deposit account, the perpetual
surveill ance and mai nt enance account, the public enployees’ retirenent
system plan 1 account, the public enployees’ retirenment systemplan 2
account, the Puyallup tribal settlenent account, the resource
managenent cost account, the site cl osure account, the special wldlife
account, the state enpl oyees’ insurance account, the state enployees’
i nsurance reserve account, the state investnent board expense account,
the state investnent board commngled trust fund accounts, the
suppl enent al pension account, the teachers’ retirenent systemplan 1
account, the teachers’ retirenment system plan 2 account, the tobacco
prevention and control account, the tobacco settlenent account, the
transportationinfrastructure account, the tuition recovery trust fund,
the University of Washington bond retirenent fund, the University of
Washi ngton buil di ng account, the volunteer fire fighters’ ((+eHef—and
. neipal Ly I ‘i T , et I
| HH i )) and reserve officers’ relief and
pension principal fund, the volunteer fire fighters’ and reserve
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officers’ admnistrative fund, the Wshington judicial retirenent
system account, the Wshington |aw enforcenent officers’ and fire
fighters’ system plan 1 retirenent account, the Wshington |aw
enforcement officers’ and fire fighters’ system plan 2 retirenent
account, the Washington state health insurance pool account, the
Washi ngton state patrol retirenment account, the Wshington State
University building account, the Wshington State University bond
retirement fund, the water pollution control revolving fund, and the
Western Washington University capital projects account. Ear ni ngs
derived frominvesting bal ances of the agricultural permanent fund, the
normal school permanent fund, the permanent common school fund, the
scientific permanent fund, and the state university permanent fund
shall be allocated to their respective beneficiary accounts. Al
earnings to be distributed under this subsection (4)(a) shall first be
reduced by the allocation to the state treasurer’s service fund
pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
fund’s average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the <county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the marine operating fund, the notor vehicle fund, the notorcycle
safety education account, the pilotage account, the public
transportation systens account, the Puget Sound capital construction
account, the Puget Sound ferry operations account, the recreationa
vehicle account, the rural arterial trust account, the safety and
educati on account, the special category C account, the state patrol
hi ghway account, the transportati on equi pnent fund, the transportation
fund, the transportation inprovenent account, the transportation
i nprovenent board bond retirenent account, and the urban arterial trust
account .

(5 In conformance with Article 11, section 37 of the state
Constitution, no treasury accounts or funds shall be al |l ocated earnings
W thout the specific affirmative directive of this section.
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Sec. 509. RCW43.84.092 and 1999 ¢ 380 s 8, 1999 c 309 s 928, 1999
C 268 s 4, 1999 ¢ 94 s 3, and 1999 ¢ 94 s 2 are each reenacted and
anmended to read as foll ows:

(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury inconme account shall be utilized to pay or receive
funds associated with federal prograns as required by the federal cash
managenent inprovenment act of 1990. The treasury income account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenent may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43. 84. 160, the treasury i ncone
account may be utilized for the paynent of purchased banki ng services
on behal f of treasury funds including, but not limted to, depository,
saf ekeepi ng, and di sbursenent functions for the state treasury and
af fected state agencies. The treasury inconme account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shal
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s and fund' s
average daily balance for the period: The capitol building

construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
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institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
account, the deferred conpensati on adm ni strative account, the deferred
conpensati on principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the Eastern
Washi ngton University capital projects account, the education
construction fund, the energency reserve fund, the federal forest
revol ving account, the health services account, the public health
services account, the health system capacity account, the persona
health services account, the state higher education construction
account, the higher education construction account, the highway
infrastructure account, the industrial insurance prem um refund
account, the judges retirenment account, the judicial retirenent
adm ni strative account, the judicial retirenment principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the |l ocal sales and use tax account, the nedical aid account,
the nobile hone park relocation fund, the nunicipal crimnal justice
assi stance account, the nunicipal sales and use tax equalization
account, the natural resources deposit account, the perpetua
surveill ance and mai nt enance account, the public enployees’ retirenent
system plan 1 account, the public enployees’ retirenment systemplan 2
account, the Puyallup tribal settlenent account, the resource
managenent cost account, the site cl osure account, the special wildlife
account, the state enpl oyees’ insurance account, the state enployees’
i nsurance reserve account, the state investnent board expense account,
the state investnent board commngled trust fund accounts, the
suppl enent al pension account, the teachers’ retirenent systemplan 1
account, the teachers’ retirenment system plan 2 account, the tobacco
prevention and control account, the tobacco settlenent account, the
transportationinfrastructure account, the tuition recovery trust fund,
the University of Washington bond retirenent fund, the University of
Washi ngton buil di ng account, the volunteer fire fighters’ ((+eHef—and
. neipal Ly I ‘i T , et I
| HH i )) and reserve officers’ relief and
pension principal fund, the volunteer fire fighters’ and reserve
officers’ admnistrative fund, the Washington judicial retirenment
system account, the Wshington |aw enforcenent officers’ and fire
fighters’ system plan 1 retirenent account, the Wshington |aw

p. 75 HB 2362



© 00 N O Ol WDN P

W WWWNRNNNNNNNNNRERERREPRPRERPRE PR PR
W NP O®OOWNOOUDMWNEREOOONOOUNMWNIEREO

34
35
36

enforcement officers’ and fire fighters’ system plan 2 retirenent
account, the Washington state health insurance pool account, the
Washi ngton state patrol retirenment account, the Wshington State
University building account, the Washington State University bond
retirement fund, the water pollution control revolving fund, and the
Western Washington University capital projects account. Ear ni ngs
derived frominvesting bal ances of the agricultural permanent fund, the
normal school permanent fund, the permanent common school fund, the
scientific permanent fund, and the state university permanent fund
shall be allocated to their respective beneficiary accounts. Al
earnings to be distributed under this subsection (4)(a) shall first be
reduced by the allocation to the state treasurer’s service fund
pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
fund’s average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the <county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol hi ghway account, the transportation equi pnent
fund, the transportation fund, the transportation i nprovenent account,
the transportation i nprovenent board bond retirenent account, and the
urban arterial trust account.

(5 In conformance with Article |1, section 37 of the state
Constitution, no treasury accounts or funds shall be all ocated earnings
W thout the specific affirmative directive of this section.

Sec. 510. RCWA43.84.092 and 1999 ¢ 380 s 9, 1999 c 309 s 929, 1999
c 268 s 5, and 1999 c 94 s 4 are each reenacted and anended to read as
foll ows:
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(1) Al earnings of investnents of surplus balances in the state
treasury shall be deposited to the treasury inconme account, which
account is hereby established in the state treasury.

(2) The treasury inconme account shall be utilized to pay or receive
funds associated with federal progranms as required by the federal cash
managenent inprovenment act of 1990. The treasury income account is
subject in all respects to chapter 43.88 RCW but no appropriation is
required for refunds or allocations of interest earnings required by
the cash managenent | nprovenent act. Refunds of interest to the
federal treasury required under the cash managenent i nprovenent act
fall under RCW 43.88.180 and shall not require appropriation. The
of fice of financial managenent shall determ ne the anounts due to or
fromthe federal governnent pursuant to the cash managenent i nprovenent
act. The office of financial managenment may direct transfers of funds
bet ween accounts as deened necessary to i npl enent the provisions of the
cash managenent inprovenent act, and this subsection. Ref unds or
all ocations shall occur prior to the distributions of earnings set
forth in subsection (4) of this section.

(3) Except for the provisions of RCW43. 84. 160, the treasury i ncone
account may be utilized for the paynent of purchased banki ng services
on behal f of treasury funds including, but not limted to, depository,
saf ekeepi ng, and di sbursenent functions for the state treasury and
af fected state agencies. The treasury inconme account is subject in al
respects to chapter 43.88 RCW but no appropriation is required for
paynents to financial institutions. Paynments shall occur prior to
di stribution of earnings set forth in subsection (4) of this section.

(4) Monthly, the state treasurer shall distribute the earnings
credited to the treasury incone account. The state treasurer shal
credit the general fund with all the earnings credited to the treasury
i ncone account except:

(a) The following accounts and funds shall receive their
proportionate share of earnings based upon each account’s and fund' s
average daily balance for the period: The capitol building

construction account, the Cedar River channel construction and
operation account, the Central Washington University capital projects
account, the charitable, educat i onal , penal and reformatory
institutions account, the common school construction fund, the county
crimnal justice assistance account, the county sales and use tax
equal i zation account, the data processing building construction
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account, the deferred conpensati on adm ni strative account, the deferred
conpensati on principal account, the departnent of retirenent systens
expense account, the drinking water assistance account, the Eastern
Washi ngton University capital projects account, the education
construction fund, the energency reserve fund, the federal forest
revol ving account, the health services account, the public health
services account, the health system capacity account, the persona
health services account, the state higher education construction
account, the higher education construction account, the highway
infrastructure account, the industrial insurance prem um refund
account, the judges retirenment account, the judicial retirenent
adm ni strative account, the judicial retirenment principal account, the
| ocal | easehold excise tax account, the local real estate excise tax
account, the local sales and use tax account, the nmedical aid account,
the nobile hone park relocation fund, the nunicipal crimnal justice
assi stance account, the nunicipal sales and use tax equalization
account, the natural resources deposit account, the perpetual
surveill ance and mai nt enance account, the public enpl oyees’ retirenent
system plan 1 account, the public enployees’ retirenment systemplan 2
account, the Puyallup tribal settlenent account, the resource
managenent cost account, the site cl osure account, the special wldlife
account, the state enpl oyees’ insurance account, the state enployees’
i nsurance reserve account, the state investnent board expense account,
the state investnent board commngled trust fund accounts, the
suppl enent al pension account, the teachers’ retirenent systemplan 1
account, the teachers’ retirenment system conbined plan 2 and plan 3
account, the tobacco prevention and control account, the tobacco
settlenment account, the transportation infrastructure account, the
tuition recovery trust fund, the University of Wshington bond
retirement fund, the University of Wshington building account, the

volunteer fire fighters' ((reHef—and—penston—prineipal—acecount—the
‘i T , Lot I . i . ))

and reserve officers’ relief and pension principal fund, the vol unteer
fire fighters’ and reserve officers’ admnistrative fund, the
Washi ngton judicial retirenment system account, the Washington |aw
enforcenment officers’ and fire fighters’ system plan 1 retirenent
account, the Washington |aw enforcenent officers’ and fire fighters

system plan 2 retirenent account, the Washington school enployees’
retirement system conbined plan 2 and 3 account, the Washi ngton state
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heal th i nsurance pool account, the Washington state patrol retirenent
account, the Wishington State University building account, the
Washi ngton State University bond retirenent fund, the water pollution
control revolving fund, and the Western Washi ngton University capital
proj ects account. Earnings derived from investing balances of the
agricultural permanent fund, the normal school permanent fund, the
per mmnent common school fund, the scientific permanent fund, and the
state university permanent fund shall be allocated to their respective
beneficiary accounts. All earnings to be distributed under this
subsection (4)(a) shall first be reduced by the allocation to the state
treasurer’s service fund pursuant to RCW 43. 08. 190.

(b) The follow ng accounts and funds shall receive eighty percent
of their proportionate share of earnings based upon each account’s or
fund’s average daily bal ance for the period: The aeronautics account,
the aircraft search and rescue account, the ~county arterial
preservation account, the departnent of |icensing services account, the
essential rail assistance account, the ferry bond retirenent fund, the
grade crossing protective fund, the high capacity transportation
account, the highway bond retirenent fund, the highway safety account,
the notor vehicle fund, the notorcycle safety education account, the
pi | ot age account, the public transportation systens account, the Puget
Sound capital construction account, the Puget Sound ferry operations
account, the recreational vehicle account, the rural arterial trust
account, the safety and education account, the special category C
account, the state patrol hi ghway account, the transportation equi pnent
fund, the transportation fund, the transportation i nprovenent account,
the transportation i nprovenent board bond retirenent account, and the
urban arterial trust account.

(5 In conformance with Article 11, section 37 of the state
Constitution, no treasury accounts or funds shall be al |l ocated earnings
W thout the specific affirmative directive of this section.

Sec. 511. RCW48.44.130 and 1961 c¢ 197 s 10 are each anended to
read as foll ows:

No health care service contractor nor any individual acting on
behal f thereof shall guarantee or agree to the paynent of future
di vidends or future refunds of unused charges or savings in any
specific or approximate anounts or percentages in respect to any
contract being offered to the public, except in a group contract
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containing an experience refund provision or in conpliance with RCW
48. 44. 022.

Sec. 512. RCW 48.46.300 and 1983 ¢ 106 s 8 are each anended to
read as foll ows:

(1) No heal th mai nt enance organi zati on nor any individual acting in
behalf thereof may guarantee or agree to the paynent of future
di vidends or future refunds of unused charges or savings in any
specific or approximate anounts or percentages in respect to any
contract being offered to the public, except in a group contract
containing an experience refund provision or in conpliance with RCW
48. 46. 064.

(2) The issuance, sale, or offer for sale in this state of
securities of its own issue by any health maintenance organization
domciled in this state other than the nenberships and bonds of a
nonprofit corporation are subject to the provisions of chapter 48.06
RCWrelating to obtaining solicitation permts.

Sec. 513. RCW48.21.047 and 1995 c 265 s 22 are each anended to
read as foll ows:

(1) No insurer shall offer any health benefit plan to any snal
enpl oyer wi thout conplying with the provisions of RCW48. 21. 045(((5)))
(1).

(2) Enpl oyers purchasi ng heal t h pl ans provi ded t hrough associ ati ons
or through nmenber-governed groups formed specifically for the purpose
of purchasing health care shall not be considered small enployers and

such plans shall not be subject to the provisions of RCW
48.21.045((5))) (1).
(3) For purposes of this section, "health benefit plan," "health

plan,” and "smal | enployer” nean the sanme as defined i n RCW48. 43. 005.

Sec. 514. RCW 48.44.024 and 1995 c 265 s 23 are each anended to
read as foll ows:

(1) No health care service contractor shall offer any health
benefit plan to any small enployer wthout conplying with the
provi sions of RCW48.44.023((5))) (1).

(2) Enpl oyers purchasi ng heal t h pl ans provi ded t hrough associ ati ons
or through nmenber-governed groups formed specifically for the purpose
of purchasing health care shall not be considered small enployers and
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such plans shall not be subject to the provisions of RCW
48. 44. 023((5))) (1).

(3) For purposes of this section, "health benefit plan," "health
pl an,” and "smal | enpl oyer” nean the sane as defined i n RCW48. 43. 005.

Sec. 515. RCW 48.46.068 and 1995 c 265 s 24 are each anended to
read as foll ows:

(1) No health maintenance organization shall offer any health
benefit plan to any small enployer wthout conplying with the
provi sions of RCW48.46.066(((5))) (1).

(2) Enpl oyers purchasi ng heal t h pl ans provi ded t hrough associ ati ons
or through nmenber-governed groups formed specifically for the purpose
of purchasing health care shall not be considered small enployers and

such plans shall not be subject to the provisions of RCW
48. 46. 066( (5))) (1).
(3) For purposes of this section, "health benefit plan,"” "health

plan,” and "small enployer” nean the sane as defined in RCW48. 43. 005.

VI. M SCELLANEQUS

NEW SECTI ON\. Sec. 601. RCW 48.41.180 (O fer of coverage to
eligible persons) and 1987 c¢ 431 s 18 are each repeal ed.

NEW SECTI ON.  Sec. 602. Subheadi ngs and the table of contents used
in this act are not any part of the | aw

NEW SECTI ON. Sec. 603. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTI ON. Sec. 604. (1) Section 509 of this act takes effect
July 1, 2000.
(2) Section 510 of this act takes effect Septenmber 1, 2000.

NEW SECTI ON. Sec. 605. Sections 508 and 509 of this act expire
Septenber 1, 2000.
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NEW SECTI ON. Sec. 606. Wth the exception of sections 509 and 510
of this act, this act is necessary for the inmmedi ate preservation of
t he public peace, health, or safety, or support of the state governnent
and its existing public institutions, and takes effect imedi ately.

~-- END ---
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