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SENATE BI LL 5712

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Sessi on
By Senator Parlette

Read first time 01/29/2007. Referred to Conmttee on Health & Long-
Term Car e.

AN ACT Relating to the Washington state health insurance pool
amendi ng RCW 48. 41. 110, 48.41. 160, 48.41.200, 48.41.037, 48.41.100, and
48.41.190; creating a new section; and nmaking an appropriation.

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

NEW SECTION. Sec. 1. The legislature finds that the Wshington
state health insurance pool is a critically inportant insurance option
for people in this state and nust reflect health care provisions based
on the best available evidence and be financially sustainable over
time. The laws governing the Washington state health insurance poo
have been read to preclude the program from nodifying contracts, and
yet coverage needs and options change with tine. Everyone in this
state benefits when the Washington state health insurance pool is nore
af fordabl e and hi gher perform ng. Changes are needed to the WAshi ngton
state health insurance pool to increase affordability, offer quality
and cost-effective benefits, and enhance the governance and operation
of the pool.

Sec. 2. RCW 48. 41. 110 and 2001 ¢ 196 s 4 are each anended to read
as foll ows:
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(1) The pool shall offer one or nore care managenent plans of
cover age. Such plans nmay, 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

: —)) The pool may incorporate nmanaged care features
and requirenents to participate in chronic care and di sease nanagenment

and evi dence-based protocols into ((sueh)) existing plans.

(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of ((the)) pool ((pebey)) policies in plain
| anguage. After approval by the board, such brochure shall be nade
reasonably available to participants or potential participants.

(3) The health insurance ((pelH+ey)) policies issued by the poo
shall pay only reasonable amounts for nedically necessary eligible
health care services rendered or furnished for the diagnosis or
treatnent of covered illnesses, injuries, and conditions ((whieh—are
not otherwise limted or excluded)). Eligible expenses are the
reasonabl e amounts for the health care services and itens for which
benefits are extended under ((the)) a pool policy. { { Sueh—benebtts

or related ttemns:))

(4) The pool shall offer at |least one policy which at a m ninum
includes, but is not limted to, the following services or related
itens:

(a) Hospital services, including charges for the nobst common

sem private room for the nost common 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
inpatient 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 |icensed practical nurses,
or other health care providers;
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(c) The first twenty outpatient professional visits for the
di agnosis or treatnent 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, psychol ogists, or community
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 a skilled nursing facility, excluding 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 honme 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 equipnent which has no personal use in the
absence of the condition for which prescribed;

(1) Diagnostic x-rays and | aboratory tests;

(m Oal surgery limted to the follow ng: Fractures of facia
bones; excisions of mandibular joints, |lesions of the nmouth, 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;

(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 equipnment, services, or supplies required by
physician's orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.
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((4))) (5) The pool shall offer at |east one policy which closely
adheres to benefits available in the private, individual narket.

(6) The board shall design and enpl oy cost contai nment nmeasures and
requi rements such as, but not limted to, care coordination, provider
network |imtations, preadm ssion certification, and concurrent

i npatient review which may nake the pool nore cost-effective.

((5»)) (7)) The pool benefit policy may contain benefit
limtations, excepti ons, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with managed care
products, except that differential cost shares may be adopted by the
board for nonnetwork providers under point of service plans. ((Fhe

£6y)) (8) The pool nmay not reject an individual for health plan
coverage based upon preexisting conditions of the individual or deny,
exclude, or otherwise Iimt coverage for an individual's preexisting
health conditions; except that it shall inpose a six-nmonth benefit
wai ting period for preexisting conditions for which medical advice was
given, for which a health care provider recommended or provided
treatnment, or for which a prudent |ayperson woul d have sought advice or
treatnent, within six nonths before the effective date of coverage.
The preexisting condition waiting period shall not apply to prenata
care services. The pool nmay not avoid the requirenents of this section
t hrough the creation of a newrate classification or the nodification
of an existing rate classification. Credit against the waiting period
shal |l be as provided in subsection ((A)) (9) of this section.

((6H)) (9)(a) Except as provided in (b) of this subsection, the
pool shall credit any preexisting condition waiting period in its plans
for a person who was enrolled at any time during the sixty-three day
period i medi ately preceding the date of application for the new pool
pl an. For the person previously enrolled in a group health benefit
pl an, the pool nust credit the aggregate of all periods of preceding
coverage not separated by nore than sixty-three days toward the waiting
period of the new health plan. For the person previously enrolled in
an individual health benefit plan other than a catastrophic health
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pl an, the pool nust credit the period of coverage the person was
continuously covered under the imedi ately preceding health plan toward
the waiting period of the new health plan. For the purposes of this
subsection, a preceding health plan includes an enpl oyer-provided self-
funded heal th pl an.

(b) The pool shall waive any preexisting condition waiting period
for a person who is an eligible individual as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. 300gg-41(b)).

((8))) (10) If an application is nmade for the pool policy as a
result of rejection by a carrier, then the date of application to the
carrier, rather than to the pool, should govern for purposes of
determ ning preexisting condition credit.

(11) The pool shall contract with organizations that provide care
managenent that has been denonstrated to be effective and shall require
that enrollees who are eligible for care nanagenent services
participate in such prograns on a continuous basis as a condition of
recei ving pool coverage.

Sec. 3. RCW48.41.160 and 1987 ¢ 431 s 16 are each anmended to read
as foll ows:

(1) {({(A—pool—poliey—otfered—under—ths—chapter—shal—contatn

. \_chald . I ‘ . I o 41 _
£2))) Any pool plan shall contain or incorporate by endorsenent a

guarantee of the continuity of coverage of the plan until the day on
which the individual in whose nane the policy is issued first becones
eligible for nedicare coverage. For the purposes of this section, a
plan is "renewed"” when it is continued beyond the earliest date upon
which, at the pool's sole option, the plan could have been terni nated
for other than nonpaynent of prem um The pool may consider the
individual's anniversary date as the renewal date for purposes of
conplying with the provisions of this section.
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(2) The quarantee of continuity of coverage required in health
pl ans shall not prevent the pool from canceling or nonrenewi ng a health

plan for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the pool;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enent
plan or nedicare cost, risk, or other plan offered by the pool pursuant

to federal |aws and reqgul ati ons;

(d) Covered persons who fail to pay any deductible or copaynent
anobunt owed to the pool and not the provider of health care services;
(e) Covered persons conmmitting fraudulent acts as to the pool;

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

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

(a) The pool has zero enrollnent on a product;

(b) The pool replaces a product and the replacenent product is
provided to all covered persons within that class or line 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 pool may also allow unrestricted
conversion to a fully conparabl e product;

(c) The pool discontinues offering a particular type of health
benefit plan and: (i) The pool provides notice to each individual of
the discontinuation at |least ninety days prior to the date of the
discontinuation; (ii) the pool offers to each individual provided
coverage of this type the option to enroll in any other individua
product for which the individual is otherwise eligible and which is
currently being offered by the pool:; and (iii) in exercising the option

to discontinue coverage of this type and in offering the option of
coverage under (c)(ii) of this subsection, the pool acts uniformy
without regard to any health status-related factor of enrolled
individuals or individuals who may becone eligible for this coverage.

(4) The pool may not change the rates for pool policies except on
a class basis, with a clear disclosure in the policy of the pool's
right to do so.
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((3))) (5) A pool policy offered under this chapter shall provide
that, upon the death of the individual in whose nane the policy is
i ssued, every other individual then covered under the policy may el ect,
within a period specified in the policy, to continue coverage under the
same or a different policy.

Sec. 4. RCW48.41.200 and 2000 ¢ 79 s 17 are each anended to read
as follows:

(1) The pool shall determ ne the standard risk rate by cal cul ating
t he average individual standard rate charged for coverage conparable to
pool coverage by the five |argest nenbers, neasured in terns of
i ndi vi dual market enrollnent, offering such coverages in the state. In
the event five nenbers do not offer conparable coverage, the standard
risk rate shall be established using reasonable actuarial techniqgues
and shall reflect anticipated experience and expenses for such coverage
in the individual narket.

(2) Subject to subsection (3) of this section, maxinmum rates for
pool coverage shall be as follows:

(a) Maxinmum rates for a pool indemity health plan shall be one
hundred fifty percent of the rate cal cul ated under subsection (1) of
this section;

(b) Maximum rates for a pool care nmanagenent plan shall be one
hundred twenty-five percent of the rate cal cul ated under subsection (1)
of this section; and

(c) Maximumrates for a person eligible for pool coverage pursuant
to RCW 48.41.100(1)(a) who was enrolled at any tine during the sixty-
three day period i mediately prior to the date of application for pool
coverage in a group health benefit plan or an individual health benefit
pl an other than a catastrophic health plan as defined in RCW48. 43. 005,
where such coverage was continuous for at |east eighteen nonths, shal
be:

(1) For a pool indemity health plan, one hundred twenty-five
percent of the rate cal cul ated under subsection (1) of this section
and

(11) For a pool care managenent plan, one hundred ten percent of
the rate cal cul ated under subsection (1) of this section.

(3)(a) Subject to (b) and (c) of this subsection:
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(i) The rate for any person ((aged—Fifty—to——sixty-four)) whose

current gross famly incone is less than two hundred fifty-one percent
of the federal poverty level shall be reduced by thirty percent from
what it woul d ot herw se be;

(ii) The rate for any person ((aged—Fifty—to—sixty-—four)) whose
current gross famly inconme is nore than two hundred fifty but |ess
than three hundred one percent of the federal poverty level shall be
reduced by fifteen percent fromwhat it woul d ot herw se be;

(iii) The rate for any person who has been enrolled in the pool for
nmore than thirty-six nonths shall be reduced by five percent from what
it would otherw se be.

(b) I'n no event shall the rate for any person be |ess than one
hundred ten percent of the rate cal cul ated under subsection (1) of this
section.

(c) Rate reductions under (a)(i) and (ii) of this subsection shal
be available only to the extent that funds are specifically
appropriated for this purpose in the omi bus appropriations act.

Sec. 5. RCW48.41.037 and 2000 ¢ 79 s 36 are each anended to read
as follows:
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 mnust be deposited in the
account . Expenditures from this account shall be used to cover

deficits incurred by the Washi ngton 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 from the account to offset that portion of the deficit that
woul d otherwi se have to be recovered by inposing an assessnment on
menbers in excess of a threshold of seventy cents per insured person

per nonth. The comm 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
the all ot ment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

Whet her the assessnent has reached the threshold of seventy cents
per insured person per nonth shall be determ ned by dividing the total
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aggregate anmpunt of assessnent by the proportion of total assessed
nenbers. Thus, stop loss nenbers shall be counted as one-tenth of a
whole nenber in the denom nator given that is the anpunt they are
assessed proportionately relative to a fully insured nedical nenber.

Sec. 6. RCW48.41.100 and 2001 ¢ 196 s 3 are each anended to read
as follows:

(1) The following persons who are residents of this state are
eligible for pool coverage:

(a) Any person who provides evidence of a carrier's decision not to
accept himor her for enrollnment in an individual health benefit plan
as defined in RCW48. 43. 005 based upon, and within ninety days of the
receipt of, the results of the standard heal th questi onnaire designated
by the board and adm nistered by health carriers under RCW 48. 43. 018;

(b) Any person who continues to be eligible for pool coverage based
upon the results of the standard health questionnaire designated by the
board and adm ni stered by the pool adm nistrator pursuant to subsection
(3) of this section;

(c) Any person who resides in a county of the state where no
carrier or insurer eligible under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
t he pool, and who makes direct application to the pool; and

(d) Any nedicare eligible person wupon providing evidence of
rejection for nedical reasons, a requirenent of restrictive riders, an
up-rated premum or a preexisting conditions |[imtation on a nedicare
suppl enental insurance policy under chapter 48.66 RCW the effect of
which is to substantially reduce coverage from that received by a
person considered a standard risk by at |east one nenber within six
nmont hs of the date of application.

(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 nonths have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage which has been involuntarily term nated
for any reason other than nonpaynent of prem uns. However, these
excl usions do not apply to eligible individuals as defined in section
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2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U . S.C. Sec. 300gg-41(b));

(b) Any person on whose behalf the pool has paid out one million
dollars in benefits;

(c) Inmates of public institutions and persons ((whese—benefits—are
duptecated—under—publ+e)) enrolled in publicly funded nedica
assi stance prograns. However, these exclusions do not apply to
eligible individuals as defined in section 2741(b) of the federal
heal th insurance portability and accountability act of 1996 (42 U.S.C.
Sec. 300gg-41(b));

(d) Any person who resides in a county of the state where any
carrier or insurer regulated under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tine of application to
the pool and who does not qualify for pool coverage based upon the
results of the standard health questionnaire, or pursuant to subsection
(1)(d) of this section.

(3) When a carrier or insurer regulated under chapter 48.15 RCW
begins to offer an individual health benefit plan in a county where no
carrier had been offering an individual health benefit plan:

(a) If the health benefit plan offered is other than a catastrophic
health plan as defined in RCW48. 43. 005, any person enrolled in a pool
pl an pursuant to subsection (1)(c) of this section in that county shal
no longer be eligible for coverage under that plan pursuant to
subsection (1)(c) of this section, but may continue to be eligible for
pool coverage based upon the results of the standard health
gquestionnaire designated by the board and adm nistered by the pool
adm ni strator. The pool adm nistrator shall offer to adm nister the
guestionnaire to each person no longer eligible for coverage under
subsection (1)(c) of this section within thirty days of determ ning
that he or she is no |onger eligible;

(b) Losing eligibility for pool coverage under this subsection (3)
does not affect a person's eligibility for pool coverage under
subsection (1)(a), (b), or (d) of this section; and

(c) The pool admnistrator shall provide witten notice to any
person who is no |onger eligible for coverage under a pool plan under
this subsection (3) wthin thirty days of the admnistrator's
determ nation that the person is no longer eligible. The notice shall:
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(i) Indicate that coverage under the plan will cease ninety days from
the date that the notice is dated; (ii) describe any other coverage
options, either in or outside of the pool, available to the person;
(ti1) describe the procedures for the admnistration of the standard
health questionnaire to determne the person's continued eligibility
for coverage under subsection (1)(b) of this section; and (iv) describe
the enrol |l ment process for the avail abl e options outside of the pool.

(4) The board shall ensure an independent analysis of the
eligibility standards is conducted, with enphasis on those popul ati ons
identified in subsection (2) of this section and the inpacts on the
pool and the state budget. The board shall report the findings to the
| egislature by Decenber 1, 2007.

Sec. 7. RCW48.41.190 and 1989 ¢ 121 s 10 are each anmended to read
as follows:

Nei t her the participation by nenbers, the establishnent of rates,
forms, or procedures for coverages issued by the pool, nor any other
joint or collective action required by this chapter or the state of
Washi ngton shall be the basis of any legal action, civil or crimna
l[iability or penalty against the pool, any nenber of the board of
directors, or nenbers of the pool either jointly or separately. The
pool, nmenbers of the pool, board directors of the pool, officers of the
pool, enployees of the pool, the conmm ssioner, the comm ssioner's
representatives, and the conm ssioner's enployees shall not be civilly
or crimnally liable and shall not have any penalty or cause of action
of any nature arise against them for any action taken or not taken,
including any discretionary decision or failure to nake a discretionary
deci sion, when the action or inaction is done in good faith and in the
performance of the powers and duties under this chapter. Nothing in
this section prohibits legal actions against the pool to enforce the
pool's statutory or contractual duties or obligations.

NEW SECTION. Sec. 8. The sumof five mllion dollars, or as nuch
t hereof as nmay be necessary, is appropriated for the fiscal year ending
June 30, 2008, from the general fund to the Washington state health
i nsurance pool account to be used to cover deficits incurred by the
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