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To the Honorabl e Speaker and Menbers,
The House of Representatives of the State of Washi ngton

Ladi es and Gentl enen:

| amreturning herewith, w thout ny approval as to sections
101, 102, 103, 104, 105, 106, 107, 108, 109, 110, 111, 201, 2083,
204, 216, 217, 218, 219, 220, and 221, Engrossed Substitute House
Bill No. 2018 entitled:

"AN ACT Relating to health insurance reform™

For the follow ng reasons, | have vetoed sections 101, 102,
103, 104, 105, 106, 107, 108, 109, 110, 111, 201, 203, 204, 216,
217, 218, 219, 220 and 221 of Engrossed Substitute House Bill No.
2018:

ESHB 2018 is entitled the "Consunmer Assistance and | nsurance
Mar ket Stabilization Act". | believe strongly in both concepts
reflected in that title, but I do not think that this bill would
effectively achieve either of those goals. It is in everyone's

interests to have a strong, viable private health i nsurance market,
but it is equally inportant to maintain the conmtnments that were
previ ously made by the | egi sl ature to guarant ee access to i nsurance
for the people of this state.

| believe our goal nmust be to have a wi de range of options to
those in all health insurance markets. | commit to work with
consuners, insurance conpanies, health care providers and other
interested parties to develop neaningful solutions that wll
increase the availability of a wide range of choices in the
i ndi vi dual market, while pronoting stability.

The viability of the individual insurance market is critical,
but we nust consider other options that do not roll back the
progress we have nade in access to health care in this state. A
conprehensi ve solution nust include the Washington State Health
| nsurance Pool (WSHIP) (the state’s high-risk pool), the Basic
Health Plan, predictable rate review in a stable regulatory
environment, and the involvenent of consuners, health care

providers, health insurers and others. | commt to work with
interested parties to devel op equitable solutions to these conpl ex
pr obl ens.

| have vetoed sections 101 through 108 and section 111 which
create standards for grievance procedures, utilization review and



access plans for health carriers. Those sections "deent' conpliance
wi th the national organization standards of the National Conmm ssion
on Quality Assurance (NCQA) to be sufficient to neet the standards
contained inthe bill. This would be a direct violation of Whodson
v. State, 95 Wh.2d 257 (1980) which prohibits delegation of
| egi sl ati ve power to non-governnental entities. NCQAis a private
organi zation that can change standards at any tinme. | would hope
that by working together, we can develop or appropriately adopt
standards to protect consunmers and achieve stability for managed
care plans. | am not opposed to |ooking at the use of nationa
standards on these issues in a constitutional manner.

ESHB 2018 directs the Health Care Authority, along with state
agenci es, consuners, carriers and providers to review the need for
net wor k adequacy requirenents. Wile there may be a need for such
a study, no funding is provided for the Health Care Authority to
conduct the study. Therefore, | have vetoed sections 109 and 110.

Section 203 creates a tw-nonth (July and August) open
enrollment period and, during the rest of the year, allows
i nsurance carriers to deny applicants based on nedical conditions.
Those who enter during the two-nonth period would still be subject
to the three-nonth pre-existing condition waiting period. Such
i ndividuals could find thenselves waiting as |Iong as 13 nonths for
regul ar coverage. Those denied coverage the rest of the year woul d
have access to the state’'s high risk pool at higher rates than
i ndi vidual plans, an unaffordable option for nany. Section 203
represents a significant change fromcurrent policy, which provides
t hat no one may be deni ed heal th i nsurance coverage for any reason.

In section 204, health carriers are given the option to
di scontinue or nodify a particular plan wth ninety days’ notice to
enrol | ees. While carriers must nake available all other plans
currently offered, there is no requirenent that conparabl e benefits
be offered in those plans. This proposes significant change from
current |law which requires that carriers may not di scontinue a pl an
unl ess the carrier offers a conparable product as an alternative.

Section 201 expresses legislative intent to preserve
guaranteed i ssue and renewability, portability and [imtations on
the use of pre-existing condition exclusions. This bill represents
an attenpt to significantly limt those reforns. There is no
objective data to support the claimthat the "lack of incentives"”
to purchase health care in a tinmely manner is contributing
significantly to the costs of health insurance. W want to
encourage coverage by having a choice of affordable products
available to consuners, ranging from conprehensive to basic
benefits.

| have vetoed sections 216 through 221 because | believe rate
review standards are nore appropriately dealt wth in the
adm nistrative rule naking process. | believe there nust be
reasonabl e standards for rate regulation that protect consuners
from excessive charges while, and at the sane tine allow
predictability for insurance conpanies in the rate review process.

| encourage the devel opnent of standards that neet both of
t hese obj ectives and stand ready to work with interested parties to
achi eve such a conprom se. The |anguage in sections 218 through
221 is currently included i n Washi ngton Adm nistrative Code and is



therefore unnecessary in statute. Further, the |anguage of the
bill 1is anbiguous as to loss ratios for health maintenance
organi zations and health care service contractors.

There are many aspects of the bill that | support. For
exanpl e, the changes in sections 210 through 215 to the WEHI P are
positive. The bill allows the plan to develop a nmanaged care
programat a | ower premumthan the current fee-for-service plan.
It also expands coverage to include maternity benefits and
el i m nates gender rating for pool insurance products. This nmakes
WEHI P a better plan. However, with current lawin effect, very few
have access toit. W nust | ook at WSHI P as a part of the solution
to broadeni ng coverage options in the individual market.

Section 301 creates a standard for health plan coverage of
enmergency room care, when a reasonabl e person woul d have believed
that an enmergency nedical condition exists. This is a very
positive nmove for consumers who find thenselves in a perceived
medi cal crisis forcing themto seek services in an energency room
In a nmedical crisis, famlies should not be forced to worry about
whet her or not their health insurance plan wll pay for the needed
servi ces.

Wth the exception of sections 101, 102, 103, 104, 105, 106,
107, 108, 109, 110, 111, 201, 203, 204, 216, 217, 218, 219, 220 and
221, | am approving Engrossed Substitute House Bill No. 2018.

Respectful ly submtted,
Gary Locke
Gover nor



