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HOUSE BI LL 2114

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

By Representatives Cody, Wod, Mirray, Anderson, Wlfe, Blalock and
Cost a

Read first tine 02/ 20/97. Referred to Commttee on Health Care.

AN ACT Relating to expansion of the Wshington state health
I nsurance coverage access act; and anmendi ng RCW 48. 41. 020, 48.41. 030,
48. 41. 040, 48.41.050, 48.41.060, 48.41.070, 48.41.080, 48.41.090,
48.41. 100, 48.41.120, and 48.41. 180.

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

Sec. 1. RCWA48.41.020 and 1987 ¢ 431 s 2 are each anended to read
as follows:

It is the purpose and intent of the legislature to provide access
to health insurance coverage to all residents of Washington who are
deni ed adequate health insurance for any reason. It is the intent of
the legislature that adequate |evels of health insurance coverage be
made avail abl e to residents of Washi ngton who are ot herwi se consi dered
uni nsurable or who are underinsured. It is the intent of the
Washi ngton state health insurance coverage access act to provide a
mechani smto insure the availability of conprehensive health insurance
to persons unable to obtain such insurance coverage on either an
i ndi vi dual or group basis directly under any health plan. 1n addition,
it is alsothe intent of the legislature to expand the WAshi ngton state
heal th i nsurance coverage access act to include a reinsurance program
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for individual health insurance to stabilize the rates for individual

heal th i nsurance.

Sec. 2. RCWA48.41.030 and 1989 ¢ 121 s 1 are each anended to read
as follows:

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 may be nore or |ess than twelve nonths and, fromtine
to time in subsequent years, the board may order an accounting year of
ot her than 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) "Conm ssioner"” neans the insurance conmm ssioner.

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

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

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

(8) "Health insurance" nmeans any group or individual disability
i nsurance policy, health care service contract, and heal th nai ntenance
agreenent, except those contracts entered into for the provision of

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

disability income contracts, civilian health and medi cal program for
the uniformservices (CHAMPUS), 10 U.S.C. 55, |imted benefit or credit
i nsurance, coverage issued as a supplenent to liability insurance,
i nsurance arising out of the worker’s conpensation or simlar |aw,
aut onobi | e nedi cal paynent i nsurance, or insurance under whi ch benefits
are payable with or without regard to fault and which is statutorily
required to be contained in any liability insurance policy or
equi val ent sel f-insurance.
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(9) "Health plan" neans any arrangenent by whi ch persons, including

dependents or spouses, ((eevered—or—making—applecationtobe——covered

vrder—this—poeols-)) have access to hospital and nedical benefits or
rei mbursenent including any group or individual disability insurance

policy; health care service contract; health maintenance agreenent;
uni nsured arrangenents of group or group-type contracts including
enpl oyer self-insured, cost-plus, or other benefit nethodol ogi es not
i nvol ving insurance or not governed by Title 48 RCW coverage under
group-type contracts which are not available to the general public and
can be obtained only because of connection with a particular
organi zati on or group; and coverage by nedi care or other governnental
benefits. This termincludes coverage through "health insurance" as
defined under this section, and specifically excludes those types of
prograns excluded under the definition of "health insurance" in
subsection (8) of this section.

(10) "Insured" nmeans any individual resident of this state who is
eligible to receive benefits fromany nenber, or other health plan.

(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" neans any commercial insurer which provides

disability insurance or stop-loss coverage, any health care service
contractor, and any health maintenance organization |icensed under
Title 48 RCW "Menber" shall also nean, as soon as authorized by
federal law, enployers and other entities, including a self-funding
entity and enployee welfare benefit plans that provide health plan
benefits in this state on or after My 18, 1987. "Menber" does not
include any insurer, health care service contractor, or health
mai nt enance or gani zati on whose products are excl usively dental products
or those products excluded fromthe definition of "health insurance"
set forth in subsection (8) of this section.

(14) "Plan of operation"” neans the pool, including articles, by-
| aws, and operating rules, adopted by the board pursuant to RCW
48. 41. 050.

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

p. 3 HB 2114



D 01~ W DN PP

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

(16) "Substantially equivalent health plan" neans a "health plan”
as defined in subsection (9) of this section which, in the judgnment of
the board or the adm nistrator, offers persons including dependents or
spouses covered or nmaking application to be covered by this pool an
overall level of benefits deenmed approximately equivalent to the
m ni mum benefits avail abl e under this pool.

Sec. 3. RCWA48.41.040 and 1989 ¢ 121 s 2 are each anended to read
as follows:

(1) There is hereby created a nonprofit entity to be known as the
Washi ngton state health insurance pool. Al nenbers in this state on
or after May 18, 1987, shall be nenbers of the pool. Wen authorized
by federal law, all self-insured enployers shall al so be nenbers of the
pool .

(2) Pursuant to chapter 34.05 RCW the conm ssioner shall, within
ninety days after May 18, 1987, give notice to all nenbers of the tine
and place for the initial organi zational neetings of the pool. A board
of directors shall be established, which shall be conprised of nine
menbers. The conm ssioner shall select three nenbers of the board who
shal |l represent (a) the general public, (b) health care providers, and
(c) health insurance agents. The remaining nenbers of the board shal
be selected by election from anong the nenbers of the pool. The
el ected nenbers shall, to the extent possible, include at |east one
representative of health care service contractors, one representative
of health maintenance organizations, and one representative of
commercial insurers which provides disability insurance. \Wen self-
i nsured organi zati ons becone eligible for participation in the pool,
t he nmenbership of the board shall be increased to el even and at | east
one nenber of the board shall represent the self-insurers.

(3) The original nenbers of the board of directors shall be
appointed for intervals of one to three years. Thereafter, all board
menbers shall serve a termof three years. Board nenbers shall receive
no conpensation, but shall be reinbursed for all travel expenses as
provided in RCW43.03. 050 and 43. 03. 060.

(4) The board shall submt to the comm ssioner a plan of operation
for the pool and any anendnents thereto necessary or suitable to assure
the fair, reasonable, and equitable adm nistration of the pool. By
January 1, 1998, the board shall anend the plan to i nclude operation of

the reinsurance program authorized by this chapter. The comm ssi oner
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shal |, after notice and hearing pursuant to chapter 34.05 RCW approve
the plan of operation if it is determned to assure the fair,
reasonabl e, and equitable adm nistration of the pool and provides for
the sharing of pool |osses on an equitable, proportionate basis anong

the menbers of the pool. The plan of operation shall becone effective
upon approval in witing by the conm ssioner consistent with the date
on which the coverage under this chapter nust be nade available. If

the board fails to submt a plan of operation wi thin one hundred ei ghty
days after the appointnent of the board or any tine thereafter fails to
submt acceptable anendnents to the plan, the conm ssioner shall,
within ninety days after notice and hearing pursuant to chapters 34.05
and 48.04 RCW adopt such rules as are necessary or advisable to
effectuate this chapter. The rules shall continue in force unti
nmodi fied by the comm ssioner or superseded by a plan submtted by the
board and approved by the comm ssioner.

Sec. 4. RCWA48.41.050 and 1987 ¢ 431 s 5 are each anended to read
as follows:

The plan of operation submtted by the board to the comm ssioner
shal | :

(1) Establish procedures for the handling and accounting of assets
and noneys of the pool;

(2) Establish regular tinmes and places for neetings of the board of
di rectors;

(3) Establish procedures for records to be kept of all financia
transactions and for an annual fiscal reporting to the comm ssioner;

(4) Contain additional provisions necessary and proper for the
execution of the powers and duties of the pool;

(5) Establish procedures for the collection of assessnents fromal
menbers to provide for clains paid wunder the plan and for
adm ni strative expenses incurred or estimated to be i ncurred during the
period for which the assessnent is made;

(6) Establish the anmbunt of assessnment pursuant to RCW 48. 41. 060
for both reinsurance and health insurance, which shall occur after
March 1st of each cal endar year, and which shall be due and payabl e
within thirty days of the receipt of the assessnent notice;

(7) Select an adm nistrator in accordance with RCW 48. 41. 080;
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(8) Develop and inplenment a programto publicize the existence of
the plan, the eligibility requirenents and procedures for enroll nent,
and to mai ntain public awareness of the plan; and

(9) Establish procedures under which applicants and participants
may have grievances reviewed by an inpartial body and reported to the
boar d.

Sec. 5. RCWA48.41.060 and 1989 ¢ 121 s 3 are each anended to read
as follows:

The board shall have the general powers and authority granted under
the laws of this state to i nsurance conpanies |licensed to transact the
ki nds of insurance defined under this title. In addition thereto, the
board may:

(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 comm 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 experience, and expenses of providing the coverage. Rates and
rate schedul es may be adjusted for appropriate risk factors such as age
and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance with established actuarial
underwiting practices;

(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 interimassessnents will be credited as of fsets agai nst any regul ar
assessnments due follow ng the close of the year

(5) Issue policies of insurance and reinsurance in accordance with
the requirenments of this chapter;
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(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. 6. RCWA48.41.070 and 1989 ¢ 121 s 4 are each anended to read
as follows:

The pool prograns shall be subject to examnation by the
conm ssioner as provided under chapter 48.03 RCW The board of
directors shall submt to the comm ssioner, not |ater than one hundred
twenty days after the end of each accounting year, a financial report
for the year in a form approved by the comm ssioner. The board of
directors shall further report to the appropriate standing conmttees
of each house of the |egislature by March 1st of each year.

Sec. 7. RCWA48.41.080 and 1989 ¢ 121 s 5 are each anended to read
as follows:

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 prograns.

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

(a) The admnistrator’s proven ability to handle reinsurance,
accident, and health insurance;

(b) The efficiency of the adm nistrator’s clai m payi 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 admnistrator for the
succeedi ng three-year period. Selection of the admnnistrator for this
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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 paynent functions
relating to the pool;

(b) Establishing a premium billing procedure for collection of
prem uns frominsured persons and reinsured conpanies. Billings shal
be nmade 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

(1i) Evaluating the eligibility of each claimfor paynment 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 i ncurred | osses for the year and reporting this information to
the board and the commssioner on a form as prescribed by the
conm ssi oner.

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

Sec. 8. RCWA48.41.090 and 1989 ¢ 121 s 6 are each anended to read
as follows:

(1) Following the close of each accounting year, the pool
adm ni strator shall determine the net premum (premuns |ess
adm ni strative expense al | owances), t he pool expenses of
adm nistration, and incurred |osses for the year, taking into account
i nvestnment incone and other appropriate gains and |osses for all
prograns adm ni stered by the board.

(2)(a) Each nmenber’s proportion of participation in the pool shal
be determ ned annually by the board based on annual statenents and

HB 2114 p. 8



© 00 N O Ol WDN P

W NNNNNNNMNNMNNNRRRRRRERERERPR PR
O © 0O ~N O U DM WNIEO®OOO-NOOOMWNDNERO

31
32
33
34
35
36
37
38

ot her reports deened necessary by the board and filed by the nenber
with the comm ssioner; and shall be determ ned by mul ti plying the total
cost of pool operation by a fraction, the nunerator of which equals
that nmenber’s total nunber of resident insured persons, including
spouse and dependents under the nenber’s health plan in the state
during the precedi ng cal endar year, and t he denom nator of which equal s
the total nunber of resident insured persons including spouses and
dependents i nsured under all health plans in the state by pool nenbers.
In cal cul ati ng assessnents for reinsurance, (i) the nunerator shall not
include the total nunber of resident insured persons, including spouses
and dependents, in health plans sold by pool nenbers that cover groups
of fifty persons or less, and (ii) the nunerator for reinsured nenbers
shal | not include any business reinsured with the pool.

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

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

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

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

Sec. 9. RCW48.41.100 and 1995 ¢ 34 s 5 are each anended to read
as follows:

(1) Any individual person who is a resident of this state is
eligible for coverage upon providi ng evidence of rejection for nedical
reasons, a requirenent of restrictive riders, an up-rated premum or
a preexisting conditions limtation on health insurance, the effect of
which is to substantially reduce coverage from that received by a
person considered a standard risk, by at |east one nenber within six
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nont hs of the date of application. Evidence of rejection may be waived
in accordance with rul es adopted by the board.

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

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

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

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

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

(4) Any nenber offering individual health insurance shall be

consi dered to have rei nsurance of such benefits in accordance with the

st andards established by the board.

Sec. 10. RCW48.41.120 and 1989 c¢ 121 s 8 are each anended to read
as follows:

(1) Subject to the Iimtation provided in subsection (3) of this
section, a pool policy offered in accordance with this chapter shal
i npose a deducti bl e. Deducti bles of five hundred dollars and one
t housand dollars on a per person per calendar year basis shal
initially be offered. The board may authorize deductibles in other
anounts. The deductible shall be applied to the first five hundred
dol | ars, one thousand dollars, or other authorized amount of eligible
expenses incurred by the covered person.

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

(3) The maxi mum aggregate out of pocket paynents for eligible
expenses by the insured in the form of deductibles and coinsurance
shall not exceed in a cal endar year:

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

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

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

(5) A pool reinsurance policy shall be devel oped by the pool in
accordance with this chapter using the system the pool finds nost

conducive to pronoting access to affordable health insurance,

containing health care costs, and stabilizing individual insurance

prem uns _at rates no hi gher than those of conparabl e insurance sold to

groups. The pool may apply deducti bl es, copaynents, and threshol ds for

such reinsurance at any levels or in any forns it believes will best

acconpli sh these purposes. The pool shall apply any nanaged care and

claine handling techniques it nmay deternine the need for, so long as

they are applied consistently with respect to all reinsured nenbers.

Sec. 11. RCW 48.41. 180 and 1987 c 431 s 18 are each anmended to
read as foll ows:

(1) Commencing with My 18, 1987, every nenber shall provide a
notice and an application for coverage by the pool to any person who
receives a rejection of coverage for health insurance or health care
services, or has any health condition limted or excl uded. The noti ce
shal|l state that the person is eligible to apply for health insurance
provi ded by the pool.

(2) Menbers of the pool shall provide the brochure outlining the
benefits and exclusions of the pool policy to any person who is
rejected by a nenber or who is offered a policy containing restrictive
riders, up-rated premuns, or a preexisting conditions [imtation on a
heal th i nsurance plan.

(3) Commencing with January 1, 1998, every nenber who offers or
provi des group health insurance shall actively market to small groups

and individuals the npdel basic health plan. Rates for individua
pl ans established by the nenber shall not exceed the rate charged for
small qgroup plans by the nenber. The health care authority shall

ensure that its nmpdel basic health plan is designed to permt both

managed care and indemity type benefit plans.
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NEW SECTI O\ Sec. 12. If any provision of this act or its

application to any person or circunstance
remai nder of the act or the application of
persons or circunstances is not affected.

~-- END ---
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