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SENATE BI LL 6092

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Senators West and Deccio
Read first time 03/31/97. Referred to Commttee on Ways & Means.

AN ACT Rel ating to abolishing the state health care policy board;
amendi ng RCW41. 05. 021, 43.70. 054, 43.70.066, 43.70.068, and 43. 72. 310;
repealing RCW 43.72.320, 43.73.010, 43.73.020, 43.73.030, and
43.73.040; providing an effective date; and declaring an energency.

BE | T ENACTED BY THE LEAQ SLATURE OF THE STATE OF WASHI NGTON:
Sec. 1. RCW41.05.021 and 1995 1st sp.s. ¢ 6 s 7 are each anended

to read as foll ows:
(1) The Washington state health care authority is created within

t he executive branch. The authority shall have an adm nistrator
appointed by the governor, wth the consent of the senate. The
adm nistrator shall serve at the pleasure of the governor. The

adm ni strator may enpl oy up to seven staff nenbers, who shall be exenpt
from chapter 41.06 RCW and any additional staff nenbers as are
necessary to admnister this chapter. The adm nistrator nmay del egate
any power or duty vested in him or her by this chapter, including
authority to make final decisions and enter final orders in hearings
conduct ed under chapter 34.05 RCW The primary duties of the authority
shall be to: Adm ni ster state enployees’ insurance benefits and
retired or disabled school enployees’ insurance benefits; adm nister
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the basic health plan pursuant to chapter 70.47 RCW study state-
pur chased health care prograns in order to maxi m ze cost contai nnent in
these progranms while ensuring access to quality health care; and
inplement state initiatives, joint purchasing strategies, and
techni ques for efficient adm ni stration that have potential application
to all state-purchased health services. The authority’ s duties
i nclude, but are not limted to, the foll ow ng:

(a) To adm nister health care benefit prograns for enployees and
retired or disabled school enpl oyees as specifically authorized i n RCW
41.05.065 and in accordance with the nethods described in RCW
41. 05. 075, 41.05.140, and other provisions of this chapter;

(b) To anal yze state-purchased health care progranms and to explore
options for cost containnment and delivery alternatives for those
prograns that are consistent with the purposes of those prograns,
i ncluding, but not limted to:

(1) Creation of economc incentives for the persons for whomthe
state purchases health care to appropriately utilize and purchase
health care services, including the devel opnent of flexible benefit
plans to offset increases in individual financial responsibility;

(i) Uilization of provider arrangenents that encourage cost
containnent, including but not limted to prepaid delivery systens,
utilization review, and prospective paynent nethods, and that ensure
access to quality care, including assuring reasonable access to | ocal
providers, especially for enployees residing in rural areas;

(ii1) Coordination of state agency efforts to purchase drugs
effectively as provided in RCW 70. 14. 050;

(1v) Devel opnment of recomrendations and nethods for purchasing
medi cal equi pnent and supporting services on a volune di scount basis;
and

(v) Devel opnent of data systens to obtain utilization data from
stat e- purchased health care prograns in order toidentify cost centers,
utilization patterns, provider and hospital practice patterns, and
procedure costs, utilizing the information obtained pursuant to RCW
41. 05. 031;

(c) To anal yze areas of public and private health care interaction;

(d) To provide information and technical and admnistrative
assi stance to the board;

(e) To review and approve or deny applications from counties,
muni ci palities, and other political subdivisions of the state to
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provi de state-sponsored insurance or self-insurance prograns to their

enpl oyees in accordance with the provisions of RCWA41.04. 205, setting

the premum contribution for approved groups as outlined in RCW
41. 05. 050;

(f) To appoint a health care policy technical advisory conmmttee as
requi red by RCW 41. 05. 150;

(g) To establish billing procedures and collect funds from school
districts and educational service districts under RCW28A. 400.400 in a
way that mnimzes the adm nistrative burden on districts; and

(h) To pronul gate and adopt rules consistent with this chapter as
described in RCWA41. 05. 160.

(2) On and after January 1, 1996, the public enployees’ benefits
board nmay inplenent strategies to pronote nmanaged conpetition anong
enpl oyee health benefit plans. Strategies may include but are not
limted to:

(a) Standardizing the benefit package;

(b) Soliciting conpetitive bids for the benefit package;

(c) Limting the state’s contribution to a percent of the |owest
priced qualified plan within a geographical area;

(d) Monitoring the inpact of the approach under this subsection
with regards to: Efficiencies in health service delivery, cost shifts
to subscribers, access to and choi ce of managed care pl ans state-w de,
and quality of health services. The health care authority shall also
advi se on the val ue of adm ni stering a benchmark enpl oyer - managed pl an
to pronote conpetition anmong nanaged care plans. The health care
authority shall report its findings and recomendations to the
| egi slature by January 1, 1997.

(3) The health care authority shall, no later than July 1, 1996,
submt to the appropriate commttees of the |egislature, proposed
nmet hods whereby, through the use of a voucher-type process, state
enpl oyees may enroll with any health carrier to receive enployee
benefits. Such nethods shall include the enployee option of
participating in a health care savings account, as set forth in Title
48 RCW
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Sec. 2. RCWA43.70.054 and 1995 ¢ 267 s 2 are each anended to read
as follows:

(1) To pronote the public interest consistent with chapter 267
Laws of 1995, the departnent of health, in cooperation with the
((health—ecare—poliey—board—and—the)) information services board
established under RCW 43.105.032, shall develop health care data
standards to be used by, and developed in collaboration wth,
consuners, purchasers, health carriers, providers, and state gover nnment
as consistent with the intent of chapter 492, Laws of 1993 as anended
by chapter 267, Laws of 1995, to pronote the delivery of quality health
services that inprove health outconmes for state residents. The data
standards shall include <content, <coding, confidentiality, and
transm ssion standards for all health care data el enents necessary to
support the intent of this section, and to inprove admnistrative
efficiency and reduce cost. Purchasers, as allowed by federal |aw,
health carriers, health facilities and providers as defined in chapter
48. 43 RCW and state governnment shall utilize the data standards. The
informati on and data el enents shall be reported as the departnent of
health directs by rule in accordance wth data standards devel oped
under this section.

(2) The health care data collected, maintained, and studi ed by the
department under this section((;—the-health-carepolieyboards:)) or any
other entity: (a) Shall include a nmethod of associating al
informati on on health care costs and services with discrete cases; (b)
shal | not contain any nmeans of determ ning the personal identity of any
enrollee, provider, or facility; (c) shall only be available for
retrieval in original or processed form to public and private
requesters; (d) shall be available within a reasonabl e period of tine
after the date of request; and (e) shall give strong consideration to
data standards that achieve national uniformty.

(3) The cost of retrieving data for state officials and agencies
shall be funded through state general appropriation. The cost of
retrieving data for individuals and organi zati ons engaged in research
or private use of data or studies shall be funded by a fee schedul e
devel oped by the departnent that reflects the direct cost of retrieving
the data or study in the requested form

(4) Al persons subject to this section shall conply wth
departnental requirenents established by rule in the acquisition of
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data, however, the departnent shall adopt no rule or effect no policy
i npl enenting the provisions of this section without an act of |aw

(5) The departnment shall submt developed health care data
standards to the appropriate commttees of the | egislature by Decenber
31, 1995.

Sec. 3. RCWA43.70.066 and 1995 ¢ 267 s 4 are each anended to read
as follows:

(1) The departnment of health ((+nA——eonsutation—wth—the—health
poHHey—beard)) shall study the feasibility of a uniform quality
assurance and inprovenent program for use by all public and private
heal th pl ans and health care providers and facilities. 1In this study,
t he departnent shall consult with

(a) Public and private purchasers of health care services;

(b) Health carriers;

(c) Health care providers and facilities; and

(d) Consuners of health services.

(2) I'n conducting the study, the departnent shall propose standards
that neet the needs of affected persons and organizations, whether
public or private, without creation of differing levels of quality
assurance. Al consuners of health services should be afforded the
sane | evel of quality assurance.

(3) At a mninmum the study shall include but not be limted to the
foll ow ng program conponents and indicators appropriate for consumner
di scl osure:

(a) Health care provider training, credentialing, and licensure
st andar ds;

(b) Health care facility credentialing and recredentialing;

(c) Staff ratios in health care facilities;

(d) Annual nortality and norbidity rates of cases based on a
defi ned set of procedures perfornmed or diagnoses treated in health care
facilities, adjusted to fairly consider variable factors such as
pati ent denographi cs and case severity;

(e) The average total cost and average | ength of hospital stay for
a defined set of procedures and di agnoses;

(f) The total nunber of the defined set of procedures, by
specialty, perfornmed by each physician at a health care facility within
t he previous twelve nonths;
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(g) Utilization performance profiles by provider, both primary care
and specialty care, that have been adjusted to fairly consider vari abl e
factors such as patient denographics and severity of case;

(h) Health plan fiscal performance standards;

(1) Health care provider and facility recordkeeping and reporting
st andar ds;

(j) Health care wutilization managenent that nonitors trends in
health service wunderutilization, as well as overutilization of
servi ces;

(k) Health nonitoring that is responsive to consumer, purchaser,
and public health assessnent needs; and

(1) Assessnent of consuner satisfaction and di scl osure of consuner
survey results.

(4) I'n conducting the study, the departnent shall devel op standards
that permt each health care facility, provider group, or health
carrier to assunme responsibility for and determ ne the physical nethod
of collection, storage, and assimlation of quality indicators for
consuner disclosure. The study may define the forns, frequency, and
posting requirenents for disclosure of information.

In devel oping proposed standards wunder this subsection, the
departnent shall identify options that would m nimze provider burden
and adm ni strative cost resulting fromduplicative private sector data
subm ssion requirenents.

(5) The departnment shall submt a prelimnary report to the
| egi sl ature by Decenber 31, 1995, including recommendations for initial
| egi sl ation pursuant to subsection (6) of this section, and shal
submt supplenentary reports and recommendations as conpleted,
consi stent wth appropriated funds and staffing.

(6) The department shall not adopt any rule inplenenting the
uniform quality assurance program or consuner disclosure provisions
unl ess expressly directed to do so by an act of |aw.

Sec. 4. RCWA43.70.068 and 1995 ¢ 267 s 5 are each anended to read
as follows:

( ( Netater—thanJduly—1—1995—thehealt hecarepoleyboard toegether
wHth)) The departnent of health, the health care authority, the
departnent of social and health services, the office of the insurance
comm ssi oner, and the departnent of |abor and industries shall forman
interagency group for coordination and consultation on quality
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assurance activities and col |l aboration on final recomendati ons for the

study required under RCW43.70.066. ((BybPeecenber—31—1996—the—group

Sec. 5. RCWA43.72.310 and 1995 ¢ 267 s 8 are each anended to read
as follows:

(1) ((Yatt—May—8—1995—andatter—June—30,—31996,)) A certified
health plan, health care facility, health care provider, or other
person involved in the devel opnent, delivery, or marketing of health
care or certified health plans may request, in witing, that the
((eoemm-ssion)) departnment of health obtain an i nformal opinion fromthe

attorney general as to whether particular conduct is authorized by
chapter 492, Laws of 1993. Trade secret or proprietary information
contained in a request for informal opinion shall be identified as such
and shal|l not be disclosed other than to an authorized enpl oyee of the
((eemm-ssion)) departnent of health or attorney general wthout the
consent of the party making the request, except that information in
summary or aggregate formand market share data may be contained in the
i nformal opinion issued by the attorney general. The attorney general
shall issue such opinion within thirty days of receipt of a witten
request for an opinion or within thirty days of receipt of any
addi tional information requested by the attorney general necessary for
rendering an opi nion unless extended by the attorney general for good
cause shown. |If the attorney general concludes that such conduct is
not aut horized by chapter 492, Laws of 1993, the person or organi zation
maki ng t he request may petition the ((eemmsston)) departnent of health
for review and approval of such conduct in accordance with subsection
(3) of this section.

(2) After obtaining the witten opinion of the attorney general and
consistent with such opinion, the ((health—services—ecommssion))
departnment of health:

(a) May authorize conduct by a certified health plan, health care
facility, health care provider, or any other person that could tend to
| essen conpetition in the relevant market upon a strong show ng that
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the conduct is likely to achieve the policy goals of chapter 492, Laws
of 1993 and a nore conpetitive alternative is inpractical;

(b) Shall adopt rules governing conduct anong providers, health
care facilities, and certified health plans including rules governing
provider and facility contracts wth certified health plans, rules
governing the use of "nost favored nation" clauses and exclusive
deal ing clauses in such contracts, and rules providing that certified
health plans in rural areas contract with a sufficient nunber and type
of health care providers and facilities to ensure consunmer access to
| ocal health care services;

(c) Shall adopt rules permtting health care providers within the
service area of a plan to collectively negotiate the terms and
conditions of contracts with a certified health plan including the
ability of providers to neet and comruni cate for the purposes of these
negoti ati ons; and

(d) Shall adopt rul es governi ng cooperative activities anong health
care facilities and providers.

(3) ((Yatit—vay—8,—1995—andafter—June—306—21996,)) A certified
health plan, health care facility, health care provider, or any other
person involved in the devel opnent, delivery, and marketing of health
services or certified health plans may file a witten petition with the
((eemm-ssion)) departnent of health requesting approval of conduct that
could tend to | essen conpetition in the relevant market. Such petition
shall be filed in a form and manner prescribed by rule of the
((eemmssion)) departnent of health.

The ((eermssion)) departnent of health shall issue a witten
deci sion approving or denying a petition filed under this section
wi thin ninety days of receipt of a properly conpleted witten petition
unl ess extended by the ((eemmssion)) departnent of health for good
cause shown. The decision shall set forth findings as to benefits and
di sadvant ages and concl usions as to whether the benefits outweigh the
di sadvant ages.

(4) I'n authorizing conduct and adopting rul es of conduct under this
section, the ((eemmssion)) departnent of health with the advice of the
attorney general, shall consider the benefits of such conduct in
furthering the goals of health care reformincluding but not limted
t o:

(a) Enhancenent of the quality of health services to consuners;

(b) Gains in cost efficiency of health services;
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(c) Inprovenents in utilization of health services and equi pnent;

(d) Avoi dance of duplication of health services resources; or

(e) And as to (b) and (c) of this subsection: (i) Facilitates the
exchange of information relating to performance expectations; (ii)
sinplifies the negotiation of delivery arrangenents and rel ati onshi ps;
and (iii) reduces the transactions costs on the part of certified
heal th pl ans and providers in negotiating nore cost-effective delivery
arrangenents.

These benefits nust outweigh disadvantages including and not
limted to:

(i) Reduced conpetition anong certified health plans, health care
providers, or health care facilities;

(i1) Adverse inpact on quality, availability, or price of health
care services to consuners; or

(tit) The availability of arrangenments less restrictive to
conpetition that achieve the sane benefits.

(5) Conduct authorized by the ((eemmssion)) departnent of health
shal | be deened taken pursuant to state statute and in the furtherance
of the public purposes of the state of WAashi ngton.

(6) Wth the assistance of the attorney general’s office, the
((eemmssion)) departnent of health shall actively supervise any
conduct aut horized under this section to determ ne whet her such conduct
or rules permtting certain conduct should be continued and whet her a
nore conpetitive alternative 1is practical. The ((eemmssion))
departnment of health shall periodically review petitioned conduct
t hrough, at | east, annual progress reports frompetitioners, annual or
nore frequent reviews by the ((eermmsston)) departnment of health that
eval uate whether the conduct is consistent wth the petition, and
whet her the benefits continue to outwei gh any di sadvant ages. If the
((eoemm-ssion)) departnent of health determnes that the |likely benefits
of any conduct approved through rule, petition, or otherw se by the
((eomm-ssion)) depart nent of health no | onger outweigh the
di sadvantages attributable to potential reduction in conpetition, the
((eemmssion)) departnent of health shall order a nodification or
di sconti nuance of such conduct. Conduct ordered discontinued by the
((eommssion)) departnment of health shall no | onger be deened to be
taken pursuant to state statute and in the furtherance of the public
pur poses of the state of Washi ngton.
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(7) Nothing contained in chapter 492, Laws of 1993 is intended to
inany way limt the ability of rural hospital districts to enter into
cooperative agreenents and contracts pursuant to RCW 70.44.450 and
chapter 39.34 RCW

(8) ((oay—+eguests—tor—informal—optnions—under—subseeteon—{1)—o6f

eonst+dered)) The cost of the departnment of health and attorney
general activities required by this section shall be fully borne by the
organi zations or persons requesting or granted approval to engage in
conduct that could tend to | essen conpetition. The secretary of health
shall fromtinme to tinme establish application and renewal fees at a
| evel sufficient to defray the costs of adm nistering the program The
fees shall be fixed by rule adopted in accordance with the provisions
of the admnistrative procedure act, chapter 34.05 RCW and shall be
deposited in the health professions account established in accordance
with RCW43. 70. 320.

NEWSECTION. Sec. 6. The following acts or parts of acts are each
r epeal ed:

(1) RCW43.72.320 and 1995 ¢ 267 s 10;
(2) RCW43.73.010 and 1995 ¢ 265 s 9;
(3) RCW43.73.020 and 1995 ¢ 265 s 10;
(4) RCW43.73.030 and 1995 ¢ 265 s 11; and
(5 RCWA43.73.040 and 1995 c 265 s 12.

NEW SECTI ON. Sec. 7. This act is necessary for the imedi ate
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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