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HOUSE BI LL 2018

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on

By Representatives Dyer, Gant, Backlund, Quall, Zellinsky, Sheldon
Sherstad, Mrris, Parlette, Scott and Skinner

Read first tine 02/18/97. Referred to Commttee on Health Care.

AN ACT Rel ating to health i nsurance reform anmendi ng RCW48. 43. 005,
48. 43. 025, 48.43.035, 48.20.028, 48.44.022, 48.46.064, 48.41.030,
48.41. 060, 48.41.080, 48.41.110, 48.41.200, and 48.43.045; addi ng new
sections to chapter 43.70 RCW adding new sections to chapter 48.43
RCW addi ng a new section to chapter 48.44 RCW adding a new section to
chapter 48.46 RCW adding a new section to chapter 48.21 RCW adding
new sections to chapter 48.20 RCW creating new sections; repealing RCW
48. 43. 055 and 48.46.100; providing effective dates; and declaring an
ener gency.

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

PART | - - CONSUMER PROTECTI ONS

NEW SECTI ON.  Sec. 101. The legislature intends that the delivery
of quality health care services to individuals in the state of
Washi ngt on be consistent with a wi se use of resources. It is therefore
the purpose of this act to define standards for utilization review of
health care services and to pronote the delivery of health care in a
cost-effective manner. The legislature reaffirnms its commtnent to
inproving patient health through encouraging the availability of
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effective and consistent utilization reviewthroughout this state. The
| egi sl ature believes that standards for utilization review wll help
assure quality oversight of individual case evaluations in this state.

NEW SECTION. Sec. 102. A new section is added to chapter 43.70
RCWto read as foll ows:

Unl ess the context clearly requires otherwi se, the definitions in
this section apply throughout sections 103 and 104 of this act:

(1) "Certification" neans a determnation by a utilization 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
the applicable health benefit plan.

(2) "Review organi zation" nmeans an entity performng utilization
review that is affiliated with, under contract with, or acting on
behal f of a party that provides or admnisters health care benefits to
citizens of this state, including a disability insurer regul ated under
chapter 48.20 or 48.21 RCW health care service contractor as defined
in RCW48. 44. 010, or health mai ntenance organi zati on as defined i n RCW
48. 46. 020. "Revi ew organization" does not include an enployer-
sponsored sel f-funded heal th pl an.

(3) "Utilization review' means 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 a patient or group of
patients. "Utilization review' does not nean elective requests for
clarification of coverage, eligibility or benefits verification, or
medi cal cl ai ms adj udi cati on.

NEW SECTION. Sec. 103. A new section is added to chapter 43.70
RCWto read as foll ows:

Begi nning on January 1, 1998, every review organization that
perfornms utilization review of inpatient hospital and nedical benefits
and outpatient nedical and surgical benefits for residents of this
state with wutilization review of those benefits shall neet the
standards set forth in this section and section 104 of this act.

(1) Revieworgani zations shall comply wwth all applicable state and
federal laws to protect confidentiality of enrollee nedical records.
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(2) Any certification by a review organization as to the nedi cal
necessity, efficacy, or appropriateness of an adm ssion, |ength of
stay, extension of stay, or service or procedure nust be nmade in
accordance wth nmedical standards or guidelines approved by a
physi ci an.

(3) Any determination by a review organization to deny an
adm ssion, length of stay, extension of stay, or service or procedure
on t he basis of nedical necessity, efficacy, or appropriateness nust be
made by a |licensed physician who has reasonable access to board
certified specialty physicians in nmaking such determ nations.

(4) Review organi zations shall nake staff available to perform
utilization review activities by toll-free or collect tel ephone, at
| east forty hours per week during normal business hours.

(5) Review organizations shall have a phone system capable of
accepting or recording, or both, incom ng phone calls during other than
normal business hours and shall respond to these calls wthin two
busi ness days.

(6) Review organi zations shall mintain a docunented utilization
review program description and witten utilization review criteria
based on reasonable nedical evidence. The program must include a
met hod for reviewi ng and updating criteria. Revieworganizations shal
make pertinent criteria available upon request to the attending
physi cian involved in a specific case under review

(7) Revieworgani zations shall designate a physician to participate
in utilization review programinplenentation.

(8) Any review organi zation that has received accreditation by the
utilizationreviewaccreditation comm ssion, the national commttee for
qual ity assurance, or another nationally recognized accreditation
organi zation, or an organi zati on accredited by the departnment of health
for the purpose of this section and section 104 of this act that
eval uates utilization review, shall be exenpt from the requirenments
under this section and section 104 of this act.

NEW SECTION. Sec. 104. A new section is added to chapter 43.70
RCWto read as foll ows:

(1) Notification of an initial determnation by the review
organi zation to certify an adm ssion, l|length of stay, extension of
stay, or service or procedure nust be mailed or otherw se comruni cat ed
to the provider of record or the patient, or the patient’s authorized
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representative, or both, within two busi ness days of the determ nation
and follow ng the receipt of all information necessary to conplete the
revi ew

(2) Notification of an initial determnation by the review
organi zation to deny an adm ssion, |length of stay, extension of stay,
or service or procedure nust be mail ed or otherw se conmuni cated to t he
provider of record or the patient, or the patient’s authorized
representative, or both, within one business day of the determ nation
and follow ng the receipt of all information necessary to conplete the
revi ew

(3) Any notification of a determnation to deny an adm ssion,
length of stay, extension of stay, or service or procedure nust
i ncl ude:

(a) The review organization’s decision in clear ternms and the
rationale in sufficient detail for the patient to respond further to
t he revi ew organi zation’s position; and

(b) The procedures to initiate a review of the determ nation.

(4) Hospitals and physicians shall cooperate with the reasonable
efforts of review organi zations to ensure that all necessary patient
information is available in a tinmely fashion by phone during nornal
busi ness hours. Hospitals and physicians shall allowon-site revi ew of
medi cal records by review organi zati ons.

NEW_SECTI ON. Sec. 105. The legislature is comnmtted to the
efficient use of state resources in pronoting public health and
protecting the rights of individuals in the state of Washington. The
purpose of this act is to provide standards for the establishnent and
mai nt enance of procedures by health carriers to assure that covered
persons have the opportunity for the appropriate resolution of their
gri evances, as defined in this act.

NEW SECTION. Sec. 106. A new section is added to chapter 48.43
RCWto read as foll ows:

(1) Every health carrier shall use witten procedures for receiving
and resol ving grievances fromcovered persons. At each | evel of review

of a grievance, the health carrier shall include a person or persons
with sufficient background and authority to deliberate the nerits of
the grievance and establish appropriate terns of resolution. The

health carrier’s nedical director or designee shall be available to
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participate in the review of any grievance involving a clinical issue
or issues. A grievance that includes an issue of clinical quality of
care as determ ned by the health carrier’s nmedical director or designee
may be directed to the health carrier’s quality assurance commttee for
review, resolution, and docunentation.

(2)(a) Aconplaint that is not submtted in witing nay be resol ved
directly by the health carrier with the covered person, and is not
considered a grievance subject to the review, recording, and reporting
requi renents of this section.

(b) The health carrier is required to provide tel ephone access to
covered persons for purposes of presenting a conplaint for review
Each t el ephone nunber provided shall be toll free or collect within the
health carrier’s service area and provide reasonable access to the
health carrier w thout undue del ays during normal business hours.

(3)(a) A grievance may be submtted by a covered person, a covered
person’s enrolled dependent, or a representative acting on behalf of
the covered person through witten authority to assure protection of
the covered person’s private information. The health carrier shal
acknowl edge in witing the receipt of the grievance and the depart nent
name and address where additional information nmay be submtted by the
covered person or authorized representative of the covered person. The
health carrier shall process the grievance in a reasonable |ength of
time not to exceed thirty days fromreceipt of the witten grievance.
| f the grievance involves the collection of information from sources
external to the health carrier and its participating providers, the
health carrier has an additional thirty days to process the covered
person’s grievance.

(b) The health carrier shall provide the covered person, or
authorized representative of the covered person, with a witten
determnation of its reviewwthin the tinme frame specified in (a) of
this subsection. The witten determ nation shall contain at a m ni nrum

(i) The health carrier’s decision in clear terns and the rational e
in sufficient det ai | for the covered person or authorized
representative of the covered person to respond further to the health
carrier’s position; and

(1i) Wien the health carrier’s decision is not wholly favorable to
the covered person, a description of the process to obtain a second
| evel grievance review of the decision, including the tine frames
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required for submssion of a request by the covered person or
aut hori zed representative of the covered person.

(4)(a) A health carrier shall provide a second |evel grievance
review for those covered persons who are dissatisfied with the first
| evel grievance review decision and who submt a witten request for
review. The second |evel review process shall include an opportunity
for the covered person or authorized representative of the covered
person to appear in person before the representative or representatives
of the health carrier to present facts or docunents not considered at
the first level grievance review The covered person or authorized
representative of the covered person nust affirmatively exercise the
option to request an in-person review neeting in the witten request
for a second | evel review.

(b) The health carrier shall process the grievance in a reasonable
length of time, not to exceed thirty days fromrecei pt of the request

for a second level review If the request includes a request for an
i n-person review, the health carrier has an additional twenty-one days
to schedule and conduct the review neeting. In no event shall the

second |evel review process exceed fifty-one days from the health
carrier’s initial receipt of the request unless nmutually agreed upon by
the covered person or authorized representative of the covered person
and the health carrier.

(c) A health carrier’s procedures for conducting a second |eve
revi ew nust include the foll ow ng:

(1) The second Ilevel review panel shall be conprised of
representatives of the health carrier not otherwi se participating in
the first level review. |If the grievance involves a clinical issue or
i ssues, the health carrier shall appoint a health care professiona
wi th appropriate qualifications who was not previously involved wth
t he grievance under review,

(1i) The review panel shall schedule the review neeting to
reasonabl y accommbdat e t he covered person or authorized representative
of the covered person and not wunreasonably deny a request for
post ponenent of the review requested by the covered person or
aut hori zed representative of the covered person; and

(tit) The health carrier shall notify the covered person or
aut hori zed representative of the covered person in witing at |east
fifteen days in advance of the schedul ed review date unless a shorter
time frane is agreed to by the health carrier and the covered person.
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The review neeting shall be held at a location within the health
carrier’s service area that is reasonably accessible to the covered

person or authorized representative of the covered person. In cases
where a face-to-face neeting is not practical for geographic reasons,
a health carrier shall offer the covered person or authorized

representative of the covered person the opportunity to communicate
with the review panel, at the health carrier’s expense, by conference
call, video conferencing, or other appropriate technol ogy as det erm ned
by the health carrier.

(d) The health carrier shall issue a witten decision to the
covered person or authorized representative of the covered person
within five working days of conpleting the review neeting. The
deci sion shall include:

(1) Astatenent of the health carrier’s understandi ng of the nature
of the grievance and all pertinent facts;

(1i) The health carrier’s decisionin clear ternms and the rationale
for the review panel’s decision; and

(1i1) Notice of the covered person’s right to any further review by
the health carrier.

(e) Determnation of a grievance at the final level reviewthat is
unfavorable to the covered person may be submtted by the covered
person or authorized representative of the covered person to nonbi ndi ng
medi ati on. Medi ation shall be conducted under nediation rules simlar
to those of the American arbitration association, the center for public
resources, the judicial arbitration and nediation service, RCW
7.70.100, or any other rules of nediation agreed to by the parties.

(5) Each health carrier as defined in this chapter shall file with
the comm ssioner its procedures for review and adjudication of
grievances initiated by covered persons.

(6) The health carrier shall mintain accurate records of each
grievance to include the foll ow ng:

(a) A description of the grievance, the date received by the health
carrier, and the nane and identification nunber of the covered person;
and

(b) A statement as to which level of the grievance procedure the
grievance has been brought, the date at which it was brought to each
| evel , the decision reached at each | evel, and a summary descri ption of
the rationale for the decision.
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(7) Each health carrier shall make an annual report available to
t he comm ssi oner upon reasonabl e request. The report shall include for
each type of health benefit plan offered by the health carrier the
nunber of covered |lives, the total nunber of grievances received, the
nunmber of grievances resolved at each level, and the total nunber of
favorabl e and unfavorabl e deci si ons.

(8 A notice of the availability and the requirenents of the
grievance procedure, including the address where a witten grievance
may be filed, shall be included in or attached to the policy,
certificate, nmenbership booklet, outline of coverage, or other evidence
of coverage provided by the health carrier to its enroll ees.

(9) The notice shall include a toll-free tel ephone nunber for a
covered person to obtain verbal explanation of the grievance procedure.

(10) A health carrier shall establish witten procedures for the
expedited review of a grievance involving a situation where thetine to
resolve a grievance according to the procedures set forth in this
section would seriously jeopardize the life or health of a covered
person. A request for an expedited review may be submtted orally or
in witing by a covered person or authorized representative of the
covered person. A health carrier’s procedures for establishing an
expedited review process shall include the foll ow ng:

(a) Expedited reviews shall be evaluated by an appropriate health
care professional appointed by the health carrier.

(b) Ahealth carrier shall provide expedited reviewto all requests
concerning an adm ssion, availability of care, continued stay, or
review of a health care service for a covered person who has received
enmergency services but has not been discharged froma facility.

(c) Al necessary information, including the health carrier’s
decision, shall be transmtted between the health carrier and the
covered person or authorized representative of the covered person by
tel ephone, facsimle, or the nost expeditious nethod available as
determ ned by the health carrier.

(d) A health carrier shall make a decision and notify the covered
person or authorized representative of the covered person as
expeditiously as the nedical condition of the covered person requires,
but in no event nore than forty-eight hours after the request for
expedited review is received by the health carrier. |If the expedited
review is a concurrent review determ nation, the service shall be
continued without liability to the covered person until the covered

HB 2018 p. 8
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person or authorized representative of the covered person has been
notified of the decision by the health carrier.

(e) A health carrier shall provide witten confirmation of its
deci sion concerning an expedited review within two working days of
providing notification of that decision to the covered person, if the
initial notification was not in witing. The written notification
shal | contain the provisions required in subsection (3) of this section
pertaining to a first |evel grievance review

(f) I'n any case where the expedited review process does not resol ve
a difference of opinion between a health carrier and the covered
person, the covered person or authorized representative of the covered
person may request a second | evel grievance review. |In conducting the
second | evel grievance review, the health carrier shall adhere to tine
frames that are reasonabl e under the circunstances, but in no event to
exceed the time franmes specified in subsection (4) of this section
pertaining to second | evel grievance review.

(11) A health carrier that has received accreditation by the
national commttee for quality assurance, or any other nationally
recogni zed accreditation organization that evaluates grievance
procedures, is deened to have conplied with this section.

NEW SECTION. Sec. 107. The following acts or parts of acts are
each repeal ed:

(1) RCW48.43.055 and 1995 ¢ 265 s 20; and

(2) RCW48.46.100 and 1975 1st ex.s. ¢ 290 s 11

NEWSECTI ON. Sec. 108. The legislature declares that it is in the
public interest that health carriers utilizing provider networks use
reasonabl e neans of assessing that their provider networks are adequate
to provide covered services to their enrolled participants. The
|l egislature finds that enpirical assessnent of provider network
adequacy is in developnental stages, and that rigid, fornulaic
approaches are unworkable and inhibit innovation and approaches
tailored to neet the needs of varying conmunities and popul ati ons. The
| egislature therefore finds that, given these I|imtations, an
assessnment i s needed to determ ne whet her networ k adequacy requi renments
are needed and, if necessary, whether the type of neasures used by
current accreditation prograns, such as the national commttee on
qual ity assurance, neets these needs.

p. 9 HB 2018
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NEW SECTI ON. Sec. 109. (1) The departnent of health, in
consultation wth the office of the insurance conm ssioner, the
departnment of social and health services, the health care authority,
the health care policy board, consuners, providers, and health
carriers, shall reviewthe need for network adequacy requirenents. The
review nust include an evaluation of the approaches used by the
national commttee on quality assurance and any simlar, nationally
recogni zed accreditation prograns. The departnent shall submt its
report and recommendations to the health care commttees of the
| egi slature by January 1, 1998, and include recommendati ons on:

(a) Whether | egislatively determ ned network adequacy requirenents
are necessary and advi sable and the evidence to support this;

(b) If standards are needed, to what extent such standards can be
made consistent with the national commttee on quality assurance
standards, and whether national commttee on quality assurance
accredited carriers, or carriers accredited by other, nationally
recogni zed accreditation prograns, shoul d be exenpted fromstate revi ew
and requirenents;

(c) Whether and how the state could pronote uniformty of approach
across comercial purchaser requirenents and state and federal agency
requi renents so as to assure adequate consunmer access while pronoting
the nost efficient use of public and private health care financial
resour ces;

(d) Means to assure that health carriers and health systens
maintain the flexibility necessary to responsibly determ ne the best
ways to neet the needs of the popul ations they serve while controlling
the costs of the health care services provided;

(e) Which types of health systens and health carriers should be
subj ect to network adequacy requirenents, if any; and

(f) An objective estimate of the potential costs of such
requi renents and any recomended oversi ght functions.

(2) No agency may engage in rule making relating to network
adequacy until the legislature has reviewed the findings and
recommendat i ons of the study and has passed | egi sl ati on aut hori zi ng t he
departnment of health or other appropriate agency to engage in rule
making in this area in accordance with the policy direction set by the
| egi sl ature.
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NEW SECTI ON.  Sec. 110. A new section is added to chapter 43.70
RCWto read as foll ows:

(1) Beginning July 1, 1997, health carriers, as defined in RCW
48. 43. 005, shall devel op and update annually an access plan that neets
the requirenents of this section for each of the health care networks
that the carrier offers in this state. The health carrier shall nake
the access plans available on its business prem ses and shall provide
nonproprietary information to any interested party upon request. The
carrier shall prepare an access plan prior to offering a health plan
utilizing a substantially different health care network. Exanples of
items that may be included are:

(a) The health carrier’s network of providers and facilities by
license, certification and registration type, and by geographic
| ocati on;

(b) The health carrier’s process for nonitoring and assuring on an
ongoi ng basis the sufficiency of the provider network to neet the
covered health care needs of its enrolled populations; and

(c) The health carrier’s nethods for assessing the health care
needs of covered persons and their satisfaction with services.

(2) On or before August 1, 1997, each health carrier shall submt
its access plan or plans to the departnment of health for purposes of
assisting the departnment with its report and recomendati ons on network
adequacy standards required under section 109 of this act.

(3) Health carriers that have national commttee on quality
assurance accreditation, or simlar accreditation approved by the
departnent of health, are not required to devel op new access pl ans and
may submt their current access plans in lieu of the plan otherw se
required by this section.

PART || -- MARKETPLACE STABI LI TY

NEW SECTI ON. Sec. 201. The legislature intends that individuals
in the state of Washi ngt on have access to affordabl e i ndividual health
pl an coverage. The legislature reaffirns its comm tnent to guaranteed
issue and renewability, portability, and limtations on use of
preexi sting condition exclusions. The legislature also finds that the
| ack of incentives for individuals to purchase and nai ntain coverage
i ndependent of anticipated need for health care has contributed to
soaring health care clains experience in many individual health plans.

p. 11 HB 2018
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The legislature therefore intends that refinenents be nmade to the
state’ s individual market reformlaws to provi de needed i ncentives and
to help assure that nore affordable coverage is accessible to
Washi ngt on residents.

Sec. 202. RCW 48.43. 005 and 1995 c¢ 265 s 4 are each anended to
read as foll ows:

Unl ess otherwi se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted community rate" neans the rating nmethod 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) "Basic health plan nodel plan" neans a health plan providing
benefits identical to the schedule of covered benefits that are
required to be delivered to an individual enrolled in the basic health
pl an.

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

(5) "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.

((€£3))) (6) "Dependent" neans, at a mininmum the subscriber’s | egal
spouse and unnarried dependent children who qualify for enroll nent
under the subscriber’s health benefits plan.

(7) "Eligible enployee" nmeans an enpl oyee who works on a full-tine
basis with a normal work week of thirty or nore hours. The term
includes a self-enployed individual, including a sole proprietor, a
partner of a partnership, and may i ncl ude an i ndependent contractor, if
t he sel f-enpl oyed i ndividual, sole proprietor, partner, or independent
contractor is included as an enpl oyee under a health benefit plan of a
smal | enpl oyer, but does not work less than thirty hours per week and
derives at | east seventy-five percent of his or her inconme froma trade
or business through which he or she has attenpted to earn taxable
income and for which he or she has filed the appropriate interna
revenue service form Persons covered under a health benefit plan

HB 2018 p. 12
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pursuant to the consol i dated omi bus budget reconciliation act of 1986
shall not be considered eligible enployees for purposes of mninmm
participation requirenents of chapter 265, Laws of 1995.

((£4))) (8) "Energency nedical condition" nmeans an injury or sudden
and unexpected ill ness that requires i medi ate nedical attention, where
delay in provision of services would result in significant risk of
per manent damage to the covered person’s health

(9) "Energency services" neans otherwise covered health care
services furnished or required to evaluate and treat an energency
nedi cal condition.

(10) "Enroll ee point-of-service cost-sharing” neans amounts paidto
health carriers directly providing services, health care providers, or
health care facilities by enrollees and may include copaynents,
coi nsurance, or deducti bl es.

((65))) (11) "Gievance" nmeans a witten conplaint submtted by or
on behalf of a covered person regarding: (a) Denial of paynent for
nedi cal services or nonprovision of nedical services included in the
covered person’s health benefit plan, or (b) service delivery issues
other than denial of paynent for nedical services or nonprovision of
nedi cal services, including dissatisfaction wth nedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

(12) "Health care facility" or "facility" nmeans hospices |icensed
under chapter 70.127 RCW hospitals |icensed under chapter 70.41 RCW
rural health care facilities as defined in RCW70.175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing hones |icensed
under chapter 18.51 RCW conmmunity nental health centers |icensed under
chapter 71.05 or 71.24 RCW Kkidney disease treatnent centers |icensed
under chapter 70.41 RCW anbul atory di agnostic, treatnent, or surgical
facilities |icensed under chapter 70.41 RCW drug and al cohol treatnent
facilities |icensed under chapter 70.96A RCW and hone heal t h agenci es
i censed under chapter 70.127 RCW and includes such facilities if
owned and operated by a political subdivisionor instrunentality of the
state and such other facilities as required by federal I|aw and
i npl enmenting regul ati ons.

((€6))) (13) "Health care provider" or "provider" neans:

(a) A person regulated under Title 18 or chapter 70.127 RCW to

practice health or health-rel ated services ((er—etherwse—practiectng
healt] . . hi . o Faw)): or
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(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.

((6A)) (14) "Health care service" neans 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.

((68y)) (15) "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.

((69Y)) (16) "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-termcare insurance governed by chapter 48.84 RCW

(b) Medicare supplenmental 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;

(1) Enpl oyer-sponsored sel f-funded health plans; and

(j) Dental only and vision only coverage.

((£26))) (17) "Basic health plan services" neans that schedul e of
covered health services, including the description of how those
benefits are to be adm nistered, that are required to be delivered to
an enrol |l ee under the basic health plan, as revised fromtine to tine.

((H)) (18) "Preexisting condition"” nmeans any nedi cal condition,
illness, or injury that existed any tinme prior to the effective date of
cover age.

((+2)) (19 "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
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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-shari ng.

((x3y)) (20) "Smal |l enpl oyer” nmeans any person, firm corporation,
part nership, associ ati on, political subdi vi sion except school
districts, or self-enployed individual that is actively engaged in
busi ness that, on at least fifty percent of its working days during the
precedi ng calendar 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
meets 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.

((24)) (21) "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.

(({¥5)—Baste—health—plan—neans—theplan—deseribed—under—chapter

. . W . re) )
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Sec. 20s3. RCW 48.43. 025 and 1995 c¢ 265 s 6 are each anended to
read as foll ows:

(1) Except as authorized under RCW 48. 43. 035:

(a) No carrier may reject an individual for health plan coverage
based upon preexisting conditions of the individual ((and)).

(b) No carrier may deny, exclude, or otherwise limt coverage for
an ((+ndividual—s)) enrollee’s preexisting health conditions; except
that a carrier may inpose a three-nonth benefit waiting period for
preexi sting conditions for which nedi cal advi ce was gi ven, or for which
a health care provider reconmended or provided treatnment wthin three
nmont hs before the effective date of coverage.

(2) No carrier may avoid the requirenents 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 from individuals or groups who are higher
than average health risks. ((Fhese)) The provisions of this section
apply only to individuals who are Washi ngton residents.

Sec. 204. RCW 48.43.035 and 1995 ¢ 265 s 7 are each anended to
read as foll ows:

(1)(a) Except as otherw se specified in this section, all 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 regardl ess of age, sex, famly structure, ethnicity,
race, health <condition, geographic |[|ocation, enploynent status,
soci oeconom ¢ status, other condition or situation, or the provisions
of RCW49.60.174(2). The insurance comm ssioner may grant a tenporary
exenption from this subsection, if, wupon application by a health
carrier the commssioner finds that the clinical, financial, or
adm ni strative capacity to serve existing enrollees will beinpairedif
a health carrier is required to continue enrollnment of additiona
el igible individuals.

(b) Al health carriers offering any individual health plan to any
i ndi vidual nust allow open enrollnent to eligible applicants into al

i ndi vidual health plans offered by the carrier during the full nonth of

July of each vear. The individual health plans exenpt from guaranteed

continuity under subsection (4) of this section are exenpt fromthis
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requirenent. All applications for open enroll nent coverage nust be

conpl ete and postmarked to or received by the carrier in the nonth of

July in any vear following the effective date of this section.

Coverage for these applicants nust begin the first day of the next

nont h subject to receipt of tinely paynent consistent wwth the terns of

t he policies.

(c) Carriers may limt acceptance of applicants who apply outside
of the open enrollnent period specified in (b) of this subsection

provided all of the following conditions are net:

(i) The applicant has not nmintained continuous coverage as
required in (d) of this subsection;

(ii) The applicant is not applying as a newy eliqgible dependent or
newy ineligible dependent neeting the requirenents of (e) and (f) of

this subsection; and

(iii) The carrier uses uniform health evaluation criteria and
practices anong all individual health plans it offers.

(d) Carriers may not refuse enroll nent based upon health eval uati on
criteria to otherwise eliqgible applicants who have been covered either

conti nuously or for any part of the three-nonth period immediately

preceding the date of application for the new individual health plan

under a conparable group or individual health benefit plan wth

substantially simlar benefits. For purposes of this subsection,

coverage from the Washington state health insurance pool under the

provi sions of chapter 48.41 RCWis not considered a conparable health

benefit pl an.

(e) Carriers shall accept for enrollnent all newy eliqgible
dependents of a subscriber for enrollnment onto the subscriber’s

i ndi vidual health plan at any tinme of the yvear, provided applicationis

made within thirty-one days of eligibility, or such longer tine as
provided by |aw or contract.

(f) At notime are carriers required to accept for enrollnent any
individual residing outside the state of Washington, except for
qual i fyi ng dependents who reside outside the carrier service area.

(g) For purposes of this section, "open enrollnment" neans the
annual thirty-one day period during the nonth of July during which al
health carriers offering individual health plan coverage nust accept
onto individual coverage any state resident wthin the carrier’s
service area regardless of health condition who submts an application
in accordance with (b) of this subsection.
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(2) Except as provided in subsection (({5))) (7) of this section,
all health plans 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 date upon which, at the carrier’s sole option, the plan could
have been term nated for other than nonpaynment of premum In the case
of group plans, 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 nmedicare suppl enment
plan or nedicare cost, risk, or other plan offered by the carrier
pursuant to federal |aws and regul ati ons;

(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 fraudulent acts as to the carrier;

(f) Covered persons who materially breach the health plan; ((e+r))

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

(h) The health carrier is ceasing to offer a plan in accordance
with subsections (5) and (8) of this section.

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

(a) A carrier has zero enroll nment on a product; ((e+))

(b) ((A—e€arrier—+eplaces—a product—andthe+replacenent—preduet—+s
provi-dedto—all—coveredpersons—wthinthat—elass—oertHneof—bustness
nelud L oft . I I I | I I | I
I ani by b he Kkind—of . I
vhder—the—replaced—produet—Fhe—health—plan—may—al so—allow

. I . o N I ;

£€)y)) A carrier is wthdrawng from a service area or from a

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

(5 A health carrier may discontinue offering or nodify a
particular health plan, only if;

(a) The health carrier provides notice to each covered person
provi ded coverage of this type of such discontinuation or nodification

at least ninety days prior to the date of the discontinuation or

nodi fi cation of coverage;

(b The health carrier offers to each covered person provided
coverage of this type the option to purchase any other health plan

currently being offered by the health carrier to simlar covered

persons in the market category and geographic area; and

(c) In exercising the option to discontinue or nodify a particul ar
health plan and in offering the option of coverage under (b) of this

subsection, the health carrier acts uniformy without regard to any

health-status related factor of covered persons or persons who nay

becone eliqgible for coverage.

(6) At the tinme a planis renewed, a health carrier may nodify the
heal th i nsurance coverage of a health plan so | ong as such nodification

is in accordance with subsection (5) of this section.

(7) The provisions of this section do not apply to health plans
deened by the i nsurance conmm 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.

(8) A health carrier may discontinue all health i nsurance coverage
in one or nore of the followi ng lines of business:

(a) (i) Individual; or

(ii)(A) Small group (1-50 nenbers):; and

(B) Large group (51+ nmenbers);

(b) Only if:

(i) The health carrier provides notice to the office of the
i nsurance conm ssioner and to each person covered by a plan within the

line of business of such discontinuation at | east one hundred eighty

days prior to the expiration of coverage; and

(ii) Al plans issued or delivered in the state in such line of
busi ness are disconti nued, and coverage under such plans in such line

of business is not renewed; and
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(iii) The health carrier may not issue any health insurance
coverage in the line of business and state involved during the five-
year period beginning on the date of the discontinuation of the |ast
health insurance policy not so renewed.

Sec. 205. RCW 48.20.028 and 1995 c¢ 265 s 13 are each anended to
read as foll ows:

(1)(a) An insurer offering any health benefit plan to any
i ndi vi dual shall offer and actively market to all individuals a health
benefit plan providing benefits identical to the schedule of covered
health ((serviees)) benefits that are required to be delivered to an
i ndi vidual enrolled in the basic health plan subject to RCWA48. 43. 035.
Not hing in this subsection shall preclude an insurer fromoffering, or
an i ndividual frompurchasing, other health benefit plans that may have
nmore or |ess conprehensive benefits than the basic health plan,
provi ded such plans are in accordance with this chapter. An insurer
offering a health benefit plan that does not include benefits provided
in the basic health plan shall clearly disclose these differences to
the individual in a brochure approved by the conm ssi oner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 20. 390, 48.20.393, 48.20.395, 48.20.397, 48.20.410, 48.20.411,
48. 20. 412, 48.20.416, and 48.20.420 if the health benefit plan is the
mandatory offering under (a) of this subsection that provides benefits
identical to the basic health plan, to the extent these requirenents
differ fromthe basic health plan.

(2) 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;

(iii) Age; ((and))

(1v) Tenure discounts; and

(v) Wellness activities.
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(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 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.

(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 my 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

(ii1) 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) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

(3) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
heal th benefit plans offered to small enployers under RCW 48. 21. 045.
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(4) As used in this section, "health benefit plan,"” "basic health
pl an,"” "adjusted community rate," and "well ness activities" nean the
sane as defined in RCW48. 43. 005.

Sec. 206. RCW 48.44.022 and 1995 c¢ 265 s 15 are each anended to
read as foll ows:

(1)(a) Ahealth care service contractor offering any health benefit
plan to any individual shall offer and actively narket to al
i ndi vidual s a health benefit plan providing benefits identical to the
schedul e of covered health ((servieces)) benefits that are required to
be delivered to an individual enrolled in the basic health plan,_
subj ect to the provisions in RCW48.43.035. Nothing in this subsection

shall preclude a contractor from offering, or an individual from
purchasi ng, other health benefit plans that nmay have nore or |ess
conpr ehensi ve benefits than the basic health plan, provided such pl ans
are in accordance with this chapter. A contractor offering a health
benefit plan that does not include benefits provided in the basic
heal th plan shall clearly disclose these differences to the individual
in a brochure approved by the comm ssioner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 44. 225, 48.44.240, 48.44.245, 48.44.290, 48.44.300, 48.44. 310,
48. 44. 320, 48.44.325, 48.44.330, 48.44.335, 48.44.340, 48.44. 344,
48. 44. 360, 48.44.400, 48.44.440, 48.44.450, and 48.44.460 if the health
benefit plan is the mandatory offering under (a) of this subsection
that provides benefits identical to the basic health plan, to the
extent these requirements differ fromthe basic health plan.

(2) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health care service 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;

(iii) Age; ((and))

(1v) Tenure discounts; and

(v) Wellness activities.
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(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 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.

(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 my 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

(ii1) 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) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

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

(4) As used in this section and RCW 48.44.023 "health benefit
plan,” "small enployer,”™ "basic health plan," "adjusted comrunity
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rates," and "wellness activities" nean the sane as defined in RCW
48. 43. 005.

Sec. 207. RCW 48.46.064 and 1995 c¢ 265 s 17 are each anended to
read as foll ows:

(1)(a) A health nmintenance organization offering any health
benefit plan to any individual shall offer and actively market to al
i ndi vidual s a health benefit plan providing benefits identical to the
schedul e of covered health ((servieces)) benefits that are required to
be delivered to an individual enrolled in the basic health plan,_
subj ect to the provisions in RCW48.43.035. Nothing in this subsection
shal | preclude a health mai ntenance organi zation fromoffering, or an
i ndi vi dual from purchasing, other health benefit plans that may have
nore or |ess conprehensive benefits than the basic health plan,
provi ded such plans are in accordance with this chapter. A health
mai nt enance organi zation offering a health benefit plan that does not
include benefits provided in the basic health plan shall clearly
di scl ose these differences to the individual in a brochure approved by
t he conm ssi oner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 46. 275, ((48-26-280148-46-280})) 48.46.280, 48.46.285, 48.46. 290,
48. 46. 350, 48.46. 355, 48.46.375, 48.46.440, 48.46.480, 48.46.510,
48. 46. 520, and 48.46.530 if the health benefit plan is the mandatory
of fering under (a) of this subsection that provides benefits identical
to the basic health plan, to the extent these requirenments differ from
t he basic health plan.

(2) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health maintenance organi zation 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;

(iii) Age; ((and))

(1v) Tenure discounts; and

(v) Wellness activities.
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(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 my 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

(ii1) 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) A tenure discount for continuous enrollnent in the health plan
of two years or nore may be offered, not to exceed ten percent.

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

(4) As used in this section and RCW 48.46.066, "health benefit
plan," "basic health plan,”™ "adjusted conmmunity rate,"” "small
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enpl oyer,"” and "well ness activities" nean the sane as defined in RCW
48. 43. 005.

Sec. 208. RCW 48.41.030 and 1989 c¢ 121 s 1 are each anended to
read as foll ows:

As used in this chapter, the followng terns have the neaning
i ndi cated, unless the context 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 nmay 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 twelve nonths as nmay 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 from any nenber, or other health
pl an.

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

((66)y)) (7) "Health care provider" means any physician, facility,
or health care professional, who is |licensed in Washington state and
entitled to reinbursenent for health care services.

((6H)) (8) "Health care services" nmeans services for the purpose
of preventing, alleviating, curing, or healing human illness or injury.

((8))) (9 "Health ((+nsuranece)) coverage" neans any group or
i ndi vidual disability insurance policy, health care service contract,
and heal th mai nt enance agreenent, except those contracts entered into
for the provision of health care services pursuant to Title XVIII of
the Social Security Act, 42 U.S.C. Sec. 1395 et seq. The termdoes not
i nclude short-term care, long-term care, dental, vision, accident,
fixed indemity, disability income contracts, civilian health and
medi cal program for the uniform services (CHAWPUS), 10 U.S. C. 55,
limted benefit or credit i nsurance, coverage i ssued as a suppl enent to
liability i nsurance, insurance arising out of the worker’s conpensati on
or simlar |aw, autonobile nedical paynent insurance, or insurance
under which benefits are payable with or without regard to fault and
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which is statutorily required to be contained in any liability
i nsurance policy or equival ent self-insurance.

((69Y)) (10) "Health plan" nmeans 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 nmedical benefits
or rei nbursenent including any group or individual disability insurance
policy; health care service contract; health maintenance agreenent;
uni nsured arrangenments 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 termincludes coverage through "health ((insuranece))
coverage" as defined under this section, and specifically excludes
those types of prograns excluded under the definition of "health
((+nsuranee)) coverage" in subsection ((£8))) (9) of this section.

(((FO)y—tnsured—neans—anyndi-vi-dual—+esident—of—this—state-whois

(11) "Medical assistance” neans coverage under Title XI X of the
federal Social Security Act (42 U S.C., Sec. 1396 et seq.) and chapter
74. 09 RCW

(12) "Medicare" means coverage under Title XViIl of the Soci al
Security Act, (42 U . S.C. Sec. 1395 et seq., as anended).
(13) "Menber" nmeans any commercial insurer which provides

disability insurance, any health care service contractor, and any
heal t h mai nt enance organi zation |licensed under Title 48 RCW "Menber"
shal |l 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 plans that provide health plan benefits in this state on or
after May 18, 1987. "Menber" does not include any insurer, health care
service contractor, or health maintenance organi zati on whose products
are exclusively dental products or those products excluded fromthe
definition of "health ((+nhsuranee)) coverage" set forth in subsection
((68Y)) (9) of this section.

(14) "Network provider" neans a health care provider who has
contracted in witing with the pool admnistrator to accept paynent
fromand to |l ook solely to the pool according to the terns of the pool
heal t h pl ans.
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(15) "Plan of operation" nmeans the pool, including articles, by-
| aws, and operating rules, adopted by the board pursuant to RCW
48. 41. 050.

((£25))) (16) "Point of service plan" neans a benefit plan offered
by the pool under which a covered person may elect to receive covered
services fromnetwork providers, or nonnetwork providers at a reduced
rate of benefits.

(17) "Pool"™ nmeans the Washington state health insurance pool as
created in RCW48. 41. 040.

((£x6))) (18) "Substantially equivalent health plan"™ neans a
"health plan" as defined in subsection (({9))) (10) of this section
which, in the judgnent of the board or the admnistrator, offers
persons including dependents or spouses covered or meking application
to be covered by this pool an overall level of benefits deened
approximately equivalent to the m ni num benefits avail able under this
pool .

Sec. 209. RCW 48.41.060 and 1989 c¢ 121 s 3 are each anended to
read as foll ows:

The board shall have the general powers and authority granted under
the laws of this state to insurance conpanies, health care service

contractors, and health maintenance organizations, I|icensed or
registered to transact the kinds of ((+nsuranee)) health coverage
defined under this title. 1In addition thereto, the board nay:

(1) Enter into contracts as are necessary or proper to carry out
t he provisions and purposes of this chapter including the authority,
with the approval of the conmm ssioner, to enter into contracts with
simlar pools of other states for the joint performance of conmmon
adm ni strative functions, or with persons or other organizations for
t he performance of adm nistrative functions;

(2) Sue or be sued, including taking any |egal action as necessary
to avoid the paynent of inproper clains against the pool or the
coverage provided by or through the pool;

(3) 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 experi ence, and expenses of providing the coverage. Rates and
rate schedul es may be adjusted for appropriate risk factors such as age
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and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance with established actuari al
underwiting practices consistent with Washi ngt on state individual plan
rating requirenments under RCW 48. 20. 028, 48.44.022, and 48. 46. 064;

(4) Assess nenbers of the pool in accordance with the provisions of
this chapter, and nmake advance i nteri massessnents as may be reasonabl e
and necessary for the organizational or interim operating expenses.
Any interi massessnents will be credited as of fsets agai nst any regul ar
assessnments due followi ng the close of the year

(5) Issue policies of ((+nsurance)) health coverage in accordance
with the requirenments of this chapter;

(6) 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

(7) 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. 210. RCW 48.41.080 and 1989 c¢ 121 s 5 are each anended to
read as foll ows:

The board shall select an adm nistrator fromthe nenbership of the
pool 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 ((aceident—and
health—+nsurance)) 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-
effective manner.

(2) The admnistrator 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

adm nistrator, to submt bids to serve as the adm nistrator for the
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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 i ncl uding:

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

(b) Establishing a premium billing procedure for collection of
premuns from ((+nsured)) covered persons. Billings shall be nade on
a periodic basis as determ ned by the board, which shall not be nore
frequent than a nonthly billing;

(c) Performng all necessary functions to assure tinely paynent 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; ((and))

(11) Taking steps necessary to offer and adm nister nanaged care
benefit plans; and

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

(d) Subm ssion of regular reports to the board regarding the
operation of the pool. The frequency, content, and formof the report
shal |l be as determ ned by the board;

(e) Follow ng the cl ose of each accounting year, determ nation of
net paid and earned prem uns, the expense of adm nistration, and the
paid and incurred | osses for the year and reporting this information to
the board and the comm ssioner on a form as prescribed by the
conm ssi oner.

(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. 211. RCW48.41.110 and 1987 c¢ 431 s 11 are each anended to
read as foll ows:

(1) The pool is authorized to offer one or nore managed care plans
of coverage. Such plans 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, 1997, nmay
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continue coverage under the pool plan in which they are enrolled on
t hat date. However, the pool nmay incorporate managed care features
into such existing plans.

(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of the pool policy in plain | anguage. After
approval by the board of directors, such brochure shall be mde
reasonably available to participants or potential participants. The
health insurance policy issued by the pool shall pay only usual
customary, and reasonable charges for nedically necessary eligible
health care services rendered or furnished for the diagnosis or
treatment of illnesses, injuries, and conditions which are not
otherwise limted or excluded. Eligible expenses are the usual,
customary, and reasonable charges for the health care services and
items for which benefits are extended under the pool policy. Such
benefits shall at m nimuminclude, but not be limted to, the foll ow 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 cal endar 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;

(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 honme health agency;
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(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;

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

(o) Hospice services;

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

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

((2)) (3) The board shall design and enploy cost containnment
measures and requirenents such as, but not Ilimted to, care
coordination, provider network limtations, preadm ssioncertification,
and concurrent inpatient review which my nmake the pool nore cost-
ef fective.

((3y)) (4) The pool Dbenefit policy my contain benefit
limtations, exceptions, and ((reduet+ons)) cost shares such as
copaynents, coinsurance, and deductibles that are consistent wth
managed care products, except that differential cost shares nay be
adopted by the board for nonnetwork providers under point of service
plans. The pool benefit policy cost shares and limtations nust be
consistent with those that are generally included in health
((+nsuranee)) care coverage plans ((and-are)) approved by the i nsurance

comm ssioner; however, no |imtation, exception, or ((reduetion))
enrollee cost share may be ((approeved)) used that would exclude
coverage for any disease, illness, or injury.
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Sec. 212. RCW 48.41.200 and 1987 c 431 s 20 are each anended to
read as foll ows:

The pool shall determ ne the standard risk rate by calculating the
average group standard rate for groups conprised of upto ((ten)) fifty
persons charged by the five | argest nenbers offering coverages in the
state conparable to the pool coverage. 1In 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
anti ci pated experience and expenses for such coverage. Maxinmumrates
for pool coverage shall be one hundred fifty percent of the rates
est abl i shed as applicable for group standard risks in groups conprised
of up to ((ten)) fifty persons((—AH—+rates—andrate—schedules—shal
be—submttedtothe—conmmssioner—for—approval)) for any nmanaged care
contract that does not permt routine use of nonnetwork providers, one
hundred sixty percent for any point of service plan that permts use of
participating and nonparticipating providers, and one hundred seventy-
five percent for indemity type coverage options, if any.

NEW SECTI ON.  Sec. 213. A new section is added to chapter 48.44
RCWto read as foll ows:

(1) For purposes of RCW 48.44.020(2)(d), benefits in a contract
shal | be deened reasonable in relation to the anount charged provided
that the anticipated loss ratio is at |east:

(a) Sixty-five percent for individual subscriber contract forns;

(b) Seventy percent for franchise plan contract forns;

(c) Eighty percent for group contract fornms other than small group
contract forns; and

(d) Seventy-five percent for small group contract forns.

(2) Wth the approval of the comm ssioner, contract, rider, and
endorsenent forms that provide substantially simlar coverage may be
conbi ned for the purpose of determning the anticipated |oss ratio.

(3) A health care service contractor may charge the rate for
prepaynent of health care services in any contract identified in RCW

48. 44.020(1) wupon filing of the rate with the conmm ssioner. If the
comm ssi oner di sapproves the rate, the conm ssioner shall explain in
witing the specific reasons for the disapproval. A health care

service contractor may continue to charge such rate pending a fina
order in any hearing held under chapters 48.04 and 34.05 RCW or if
applicable, pending a final order in any appeal. Any anount charged
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that is determned in a final order on appeal to be unreasonable in
relation to the benefits provided is subject to refund.

(4) For the purposes of this section:

(a) "Anticipated loss ratio" neans the ratio of all anticipated
clains or costs for the delivery of covered health care services
including incurred but not reported clainms and costs and nedical
managenent costs to prem um m nus any applicabl e taxes.

(b) "Small group contract form' neans a form offered to a snal
enpl oyer as defined in RCW48. 43. 005(13).

NEW SECTION. Sec. 214. A new section is added to chapter 48.46
RCWto read as foll ows:

(1) For purposes of RCW48.46.060(3)(d), benefits shall be deened
reasonable in relation to the anmount charged provided that the
anticipated loss ratio is at |east:

(a) Sixty-five percent for individual subscriber contract forns;

(b) Seventy percent for franchise plan contract forns;

(c) Eighty percent for group contract fornms other than small group
contract forns; and

(d) Seventy-five percent for small group contract forns.

(2) Wth the approval of the comm ssioner, contract, rider, and
endorsenent fornms that provide substantially simlar coverage may be
conbi ned for the purpose of determning the anticipated |oss ratio.

(3) A health maintenance organization may charge the rate for
prepaynent of health care services in any contract identified in RCW
48. 46. 060(1) upon filing of the rate with the conmm ssioner. If the
comm ssi oner di sapproves the rate, the conm ssioner shall explain in
witing the specific reasons for the di sapproval. A health maintenance
organi zati on may continue to charge such rate pending a final order in
any hearing held under chapters 48.04 and 34.05 RCW or if applicable,
pending a final order in any appeal. Any anount charged that is
determned in a final order on appeal to be unreasonable inrelationto
the benefits provided is subject to refund.

(4) For the purposes of this section:

(a) "Anticipated loss ratio" neans the ratio of all anticipated
clains or costs for the delivery of covered health care services
including incurred but not reported clainms and costs and nedical
managenent costs to prem um m nus any applicabl e taxes.
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(b) "Small group contract form' neans a form offered to a snal
enpl oyer as defined in RCW48. 43. 005(13).

NEW SECTION.  Sec. 215. A new section is added to chapter 48.21
RCWto read as foll ows:

The fol |l owi ng standards and requi renments apply to group and bl anket
disability insurance policy forns and manual rates:

(1) Specified disease group insurance shall generate at |east a
seventy-five percent |loss ratio regardless of the size of the group.

(2) Goup disability insurance, other than specified disease
i nsurance, as to which the insureds pay all or substantially all of the
prem umshal |l generate | oss ratios no | ower than those set forth in the
foll ow ng table.

Nunmber of Certificate Hol ders M ni mum Over al |
at |Issue, Renewal, or Rerating Loss Ratio

9 or less 60%

10 to 24 65%

25 to 49 70%

50 to 99 75%

100 or nore 80%

(3) Goupdisability policy forns, other than for specified di sease
i nsurance, for issue to single enployers insuring | ess than one hundred
lives shall generate loss ratios no |lower than those set forth in
subsection (2) of this section for groups of the sane size.

(4) The calculating period may vary with the benefit and prem um
provi si ons. The conmpany my be required to denonstrate the
reasonabl eness of the calculating period chosen by the actuary
responsi bl e for the prem um cal cul ati ons.

(5 A request for a rate increase submtted at the end of the
calculating period shall include a conparison of the actual to the
expected loss ratios and shall enploy any accunul ati on of reserves in
the determnation of rates for the selected calculating period and
account for the maintenance of such reserves for future needs. The
request for the rate increase shall be further docunmented by the
expected loss ratio for the new cal cul ati ng peri od.

(6) Arequest for arate increase submtted during the cal culating
period shall include a conparison of the actual to the expected |oss
rati os, a denonstration of any contributions to or support fromthe
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reserves, and shall account for the maintenance of such reserves for
future needs. |If the experience justifies a premumincrease it shal
be deened that the cal culating period has prematurely been brought to
an end. The rate increase shall further be docunented by the expected
loss ratio for the next cal cul ating peri od.

(7) The conm ssioner may approve a series of two or three smaller

rate increases in |lieu of one |arger increase. These should be
calculated to reduce the |apses and antiselection that often result
from large rate increases. A denonstration of such calcul ations,

whether for a single rate increase or a series of smaller rate
i ncreases, satisfactory to the comm ssioner, shall be attached to the
filing.

(8) Conpanies shall review their experience periodically and file
appropriate rate revisions in a tinely manner to reduce the necessity
of later filing of exceptionally |large rate increases.

(9) The definitions in section 218 of this act and the provisions
in section 217 of this act apply to this section.

NEW SECTI ON.  Sec. 216. A new section is added to chapter 48.20
RCWto read as foll ows:

The followng standards and requirenents apply to individual
disability insurance forns:

(1) The overall loss ratio shall be deened reasonable in relation
to the premuns if the overall loss ratio is at |east sixty percent
over a cal cul ating period chosen by the insurer and satisfactory to the
conm ssi oner.

(2) The calculating period may vary with the benefit and renewal
provi si ons. The <conpany may be required to denonstrate the
reasonabl eness of the calculating period chosen by the actuary
responsible for the premumcal culations. A brief explanation of the
sel ected cal cul ating period shall acconpany the filing.

(3) Policy forms, the benefits of which are particularly exposed to
the effects of inflation and whose prem uminconme may be particularly
vul nerable to an eroding persistency and other simlar forces, shal
use a relatively short calculating period reflecting the uncertainties
of estimating the risks involved. Policy forms based on nore
dependabl e statistics may enploy a |onger calculating period. The
calculating period may be the lifetinme of the contract for guaranteed
renewabl e and noncancellable policy fornms if such forns provide
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benefits that are supported by reliable statistics and that are
protected frominflationary or eroding forces by such factors as fixed
dol I ar coverages, inside benefit limts, or the inherent nature of the
benefits. The calculating period my be as short as one year for
coverages that are based on statistics of mnimal reliability or that
are highly exposed to inflation.

(4) Arequest for arate increase to be effective at the end of the
calculating period shall include a conparison of the actual to the
expected | oss ratios, shall enploy any accunul ati on of reserves in the
determnation of rates for the new calculating period, and shall
account for the maintenance of such reserves for future needs. The
request for the rate increase shall be further docunented by the
expected loss ratio for the new cal cul ati ng peri od.

(5 Arequest for arate increase submtted during the cal culating
period shall include a conparison of the actual to the expected |oss
rati os, a denonstration of any contributions to and support fromthe
reserves, and shall account for the maintenance of such reserves for
future needs. |If the experience justifies a premumincrease it shal
be deened that the cal culating period has prematurely been brought to
an end. The rate increase shall further be docunented by the expected
loss ratio for the next cal cul ating peri od.

(6) The conm ssioner may approve a series of two or three smaller
rate increases in lieu of one l|arge increase. These should be
cal cul ated to reduce | apses and anti-selection that often result from
|arge rate increases. A denonstration of such cal cul ations, whether
for a single rate increase or for a series of smaller rate increases,
satisfactory to the comm ssioner, shall be attached to the filing.

(7) Conpanies shall review their experience periodically and file
appropriate rate revisions in a tinely manner to reduce the necessity
of later filing of exceptionally large rate increases.

NEW SECTION.  Sec. 217. A new section is added to chapter 48.20
RCWto read as foll ows:

Sections 215 and 216 of this act apply to all insurers and to every
di sability insurance policy formfiled for approval inthis state after
the effective date of this section, except:

(1) Additional indemity and prem um wai ver forns for use only in
conjunction with life insurance policies;
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(2) Medicare supplenment policy forns that are regul ated by chapter
48. 66 RCW

(3) Credit insurance policy forns issued pursuant to chapter 48. 34
RCW

(4) Goup policy forns other than:

(a) Specified disease policy fornmns;

(b) Policy forms, other than |l oss of inconme forns, as to which all
or substantially all of the premumis paid by the individuals insured
t her eunder;

(c) Policy forns, other than loss of incone fornms, for issue to
singl e enployers insuring | ess than one hundred enpl oyees;

(5) Policy fornms filed by health care service contractors or health
mai nt enance organi zati ons;

(6) Policy fornms initially approved, including subsequent requests
for rate increases and nodifications of rate manuals.

NEW SECTI ON.  Sec. 218. A new section is added to chapter 48.20
RCWto read as foll ows:

(1) The "expected loss ratio" is a prospective calculation and
shal | be cal cul ated as the projected "benefits i ncurred" divided by the
projected "prem uns earned" and shall be based on the actuary’s best
projections of the future experience within the "cal culating period."

(2) The "actual loss ratio" is a retrospective calculation and
shal | be cal cul ated as the "benefits i ncurred” divided by the "prem uns
earned," both neasured fromthe beginning of the "cal culating period"
to the date of the loss ratio cal cul ati ons.

(3) The "overall loss ratio" shall be calculated as the "benefits
i ncurred" divided by the "prem uns earned"” over the entire "cal cul ating
period” and may involve both retrospective and prospective data.

(4) The "calculating period" is the time span over which the
actuary expects the premum rates, whether level or increasing, to
remai n adequate in accordance with his or her best estinmate of future
experience and during which the actuary does not expect to request a
rate increase.

(5) The "benefits incurred" is the "clains incurred" plus any
i ncrease, or |ess any decrease, in the "reserves."

(6) The "clains incurred" neans:

(a) Cainms paid during the accounting period; plus

HB 2018 p. 38



© 00 N O Ol WDN P

NNNNNNRRRRRRRRR R
ga » W NP O O 0o ~NO U A WDN PP O

26

27
28
29
30
31
32
33
34
35
36
37

(b) The change in the liability for clainms that have been reported
but not paid; plus

(c) The change in the liability for clains that have not been
reported but which may reasonably be expected.

The "clainms incurred" does not include expenses incurred in
processing the clains, hone office or field overhead, acquisition and
selling costs, taxes or other expenses, contributions to surplus, or
profit.

(7) The "reserves," as referred to in sections 215 and 216 of this
act include:

(a) Active life disability reserves;

(b) Additional reserves whether for a specific liability purpose or
not ;

(c) Contingency reserves;

(d) Reserves for select norbidity experience; and

(e) Increased reserves that may be required by the comm ssioner.

(8 The "premuns earned" neans the premuns, |ess experience
credits, refunds, or dividends, applicable to an accounting period
whet her received before, during, or after such period.

(9) Renewal provisions are defined as foll ows:

(a) "Guaranteed renewabl e" neans renewal cannot be declined by the
i nsurance conpany for any reason, but the insurance conpany can revise
rates on a class basis.

(b) "Noncancel | abl e" neans renewal cannot be declined nor can rates
be revised by the insurance conpany.

PART |11--BENEFI TS AND SERVI CE DELI VERY

NEW SECTION. Sec. 301. A new section is added to chapter 48.43
RCWto read as foll ows:

(1) Unless the context requires otherwse, the followng
definitions apply throughout this section.

(a) "Emergency nedical condition”™ neans the energent and acute
onset of a synptomor synptons, including severe pain, which 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.
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(b) "Emergency services" neans ot herw se covered health care itens
and services nedically necessary to evaluate and treat an energency
medi cal condition, provided in a hospital energency departnent.

(2) When conducting a review of the necessity and appropri at eness
of energency services or nmaking a benefit determ nation for energency
servi ces:

(a) A health carrier shall cover energency services necessary to
screen and stabilize a covered person if a prudent |ayperson acting
reasonably would have believed that an energency nedical condition
exi st ed. In addition, a health carrier shall not require prior
aut horization of such services provided prior to the point of
stabilization if a prudent |ayperson acting reasonably would have
bel i eved that an energency nedical condition existed. Wth respect to
care obtained froma nonparticipating hospital energency departnent, a
health carrier shall cover energency services necessary to screen and
stabilize a covered person if a prudent | ayperson woul d have reasonably
believed that use of a participating hospital energency departnent
would result in a delay that would worsen the energency, or if a
provision of federal, state, or local law requires the use of a
specific provider or facility. In addition, a health carrier shall not
require prior authorization of such services provided prior to the
point of stabilization if a prudent |ayperson acting reasonably woul d
have believed that an energency nedi cal condition existed and that use
of a participating hospital energency departnent would result in a
del ay that woul d worsen the energency.

(b) If an authorized representative of a health carrier authorizes
coverage of energency services, the health <carrier shall not
subsequently retract its authorization after the energency services
have been provi ded, or reduce paynent for an itemor service furnished
in reliance on approval, unless the approval was based on a materi al
m srepresentati on about the covered person’s health condition made by
t he provider of energency services.

(c) Coverage of energency services nmay be subject to applicable
copaynents, coinsurance, and deductibles, and a health carrier my
i npose reasonabl e differential cost-sharing arrangenents for enmergency
servi ces rendered by nonparticipating providers, if such differenti al
bet ween cost-sharing anounts applied to enmergency services rendered by
partici pating provider versus nonparticipating provi der does not exceed
fifty dollars. Differential cost sharing for energency services my
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not be applied when a covered person presents to a nonparticipating
hospital enmergency departnent rather than a participating hospita
ener gency departnment when the health carrier requires preauthorization
for postevaluation or poststabilization energency services if:

(i) Due to circunstances beyond the covered person’s control, the
covered person was unable to go to a participating hospital energency
departnment in a tinely fashion without serious inpairnment to the
covered person’s health; or

(i1) A prudent | ayperson possessing an average know edge of health
and nedi cine would have reasonably believed that he or she would be
unable to go to a participating hospital energency departnent in a
tinmely fashion wthout serious inpairment to the covered person’s
heal t h.

(d) | f a health carrier requires preauthorization for
post eval uati on or poststabilization services, the health carrier shal
provi de access to an aut hori zed representative twenty-four hours a day,
seven days a week, to facilitate review. |In order for posteval uation
or poststabilization services to be covered by the health carrier, the
provider or facility must nake a docunented good faith effort to
contact the covered person’s health carrier within thirty mnutes of
stabilization, if the covered person needs to be stabilized. The
health carrier’s authorized representative is required to respond to a
t el ephone request for preauthorization from a provider or facility
withinthirty mnutes. Failure of the health carrier to respond within
thirty mnutes constitutes authorization for the provision of
i mredi ately required medi cal |y necessary post eval uati on and
poststabilization services, unless the health carrier docunents that it
made a good faith effort but was unable to reach the provider or
facility wwthin thirty mnutes after receiving the request.

(e) A health carrier shall imediately arrange for an alternative
plan of treatnment for the covered person if a nonparticipating
energency provider and health plan cannot reach an agreenent on which
services are necessary beyond those i medi ately necessary to stabilize
the covered person consistent with state and federal | aws.

(3) Nothing in this section is to be construed as prohibiting the
health carrier from requiring notification within the tinme frane
specified in the contract for inpatient adm ssion or as soon thereafter
as nedically possible but no I ess than twenty-four hours. Nothing in
this section is to be construed as preventing the health carrier from
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reserving the right to require transfer of a hospitalized covered
person upon stabilization. Followup care that is a direct result of
the enmergency nmust be obtained in accordance with the health plan’s
usual terns and conditions of coverage. All other terns and conditions
of coverage may be applied to energency services.

Sec. 302. RCW 48.43.045 and 1995 ¢ 265 s 8 are each anended to
read as foll ows:

(1) Effective January 1, 1998, every health plan delivered, issued
for delivery, or renewed by a health carrier ((erandafterJandary—1;-
1996)) in conpliance with the nodel basic health plan benefits package,
as required by RCW 70.47.060(2)(d), shall:

((2)) (a) Permt every category of health care provider to
provi de health services or care for conditions included in the nodel
basic health plan ((serviees)) benefits package, as required by RCW
70.47.060(2)(d), to the extent that:

((a)y)) (i) The provision of such health services or careis within
the health care providers’ permtted scope of practice; and

((b)y)) (ii) The providers agree to abide by standards rel ated to:

((6)y)) (A Provision, utilization review, and cost contai nment of
heal t h servi ces;

((&+H)) (B) Managenent and adm nistrative procedures; and

((++Hy)) (© Provision of cost-effective and «clinically
ef ficaci ous health services.

(2) Effective January 1, 1998, every health carrier shall annually
report the nanes and addresses of all officers, directors, or trustees
of the health carrier during the preceding year, and the anount of
wages, expense reinbursenents, or other paynents to such individuals.

NEW SECTI ON. Sec. 303. This act shall be known as the consumer
assi stance and i nsurance narket stabilization act.

NEW SECTI ON. Sec. 304. 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 SECTION.  Sec. 305. (1) Sections 105 through 107 and 301 of
this act take effect January 1, 1998.
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(2) Section 110 of this act is necessary for the imediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
July 1, 1997.

~-- END ---
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