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HOUSE BI LL 2160

State of Washi ngton 56t h Legi sl ature 1999 Regul ar Sessi on
By Representatives Parlette, Cody and Canpbel |
Read first tinme 02/17/1999. Referred to Conmmittee on Health Care.

AN ACT Rel ating to access to individual health i nsurance cover age;
amendi ng RCW 48. 41. 020, 48.41.030, 48.41.040, 48.41.090, 48.41.100,
48.41. 110, 48.41.120, 48.43. 015, and 48. 43. 025; reenacti ng and anendi ng
RCW 70. 47. 060; addi ng new sections to chapter 48.41 RCW adding a new
section to chapter 48.43 RCW creating new sections; repealing RCW
48. 20. 028, 48.41. 050, 48.41.060, 48.41.080, 48.44.022, and 48. 46. 064;
and decl aring an energency.

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

NEW SECTI ON. Sec. 1. The legislature finds that the foll ow ng
princi pl es nust be adopted in order to establish affordabl e health care
for individuals:

(1) Preserve access to appropriate health insurance coverage for
i ndi vidual s regardl ess of their age, gender, or current health status;

(2) Retain the financial viability and sol vency of both public and
private prograns dedi cated to providing insurance coverage;

(3) Create appropriate incentives for consuners to obtain and keep
I nsur ance;

(4) Spread the cost of insuring those who need the nost care anong
t he broadest community; and
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(5) Increase the diversity of benefit packages avail able for those
purchasi ng i nsurance in the individual nmarket.

Sec. 2. 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 Washi ngton who have
extraordinary health care needs, or who are denied adequate health
i nsurance for any reason. It is the intent of the |egislature that
adequat e | evel s of health i nsurance coverage be nade avail able to t hese
resi dents ((ef—\Vashin A A i j
wheo—are—undertnsured) ) . It is the intent of the Wshington state
heal th i nsurance coverage access act to provide a mechanismto insure
the availability of conprehensive health i nsurance to persons unable to
obt ai n such i nsurance coverage on either an individual or group basis
directly under any health plan.

Sec. 3. RCWA48.41.030 and 1997 ¢ 337 s 6 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 twel ve nonths as nay be required for orderly managenent and
accounting of the pool.

(2) "Admnistrator" neans the ((ent+ty—choesenr—by—the—board—te
adm-n-ster—the—pool—under—RCOA—48-41-080)) admnistrator of the

Washi ngton state health care authority.

(3) "Board" neans the board of directors of the pool.

(4) "Conmm ssioner” neans the insurance conmm ssioner.

(5) "Covered person"” neans any individual resident of this state
who is eligible to receive benefits from any nmenber, or other health
pl an.

(6) "Health care facility" has the sane neaning as in RCW
((#6-38-025)) 48.43. 005.

(7) "Health care provider" ((means—any—physietan—ftaetty—or
healtd : . u I . L - hi I

HB 2160 p. 2



© 00 N O Ol WDN P

W W W W W W WwWwwWwWwMNDNDNDNDMDNDNMNMNDNMDDNMNMNDNMDNMNMNMNMMNEPRPPRPEPRPRPRPPRPERPRPERPPRPRE
0O N O W NPEFEP O OOWwuNOD O WNEPEOOOWOOLwWNO O~ owdNDeEe. o

ent+ted—to—+etwbursenrent—For—health—ecare—serviees)) has the sane
nmeani ng as in RCW 48. 43. 005.

(8) "Health care services" ((neans—services—for—the—purpoese—of
g alleviating na heali I i o ')

has the sanme neaning as in RCW48. 43. 005.
(9) "Health coverage" neans any group or individual disability
i nsurance policy, health care service contract, and heal t h mai nt enance
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.

(10) "Health plan" ((mreans—any—arrangerent—by—whi-ch—persoens+

subseet+on—(9)—of—this—seetion)) has the sane neaning as in RCW
48. 43. 005.

(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
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(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, stop loss insurance, 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 May 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 coverage" set
forth in subsection (9) of this section.

(14) "Network provider" neans a health care provider who has
contracted in witing wwth the pool admnistrator or a health carrier
contracting with the admnistrator to offer pool coverage to accept
paynment fromand to | ook solely to the pool or health carrier according
to the terns of the pool health plans.

(15) "Plan of operation" nmeans the pool, including articles, by-
| aws, and operating rules, adopted by the board ((pursuant—to—RCW
48-41-050)) under section 6 of this act.

(16) "Point of service plan" neans a benefit plan offered by the
pool under which a covered person may el ect to recei ve covered services
from network 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.

(18) "Standardi zed risk assessnent” neans a scientifically valid
tool defined by the board that is uniformy applied by all carriers to
determine health risk thresholds for enrollnent in the individua
mar ket _or the pool.

(19) "Substantially equivalent health plan" neans a "health pl an”
as defined in subsection (10) of this section which, in the judgnent of
the ((beoard—or—the—admnistrater)) conmm ssioner, offers persons
i ncl udi ng dependents or spouses covered or nmaking application to be
covered by this pool an overall |evel of benefits deenmed approxi mately
equi valent to the m nimum benefits avail abl e under this pool.

HB 2160 p. 4



© 00 N O Ol WDN P

W W W W W W WwWwWwWwWMNDNDNDNDDNMDNDNDNDNDNMNDNMDNNMNMNNMNMNNNREPEPRPRPPRPPRPEPRPPERPPRPRPRERPR
© 00 N O Ol WNPEFEP O O 0w NO OGP WONPEFEP O O WwNO O M owDNPE- O

Sec. 4. RCWA48.41.040 and 1989 ¢ 121 s 2 are each anended to read
as follows:

(1) There is ((hereby)) created ((anonprof+t—entity—to—-be—knownr
as)) the Washington state health insurance pool. All nenbers in this
state on or after May 18, 1987, shall be nenbers of the pool. Wen
aut hori zed by federal law, all self-insured enployers shall also be
menbers of the pool.

board of directors shall be establ|shed((——mh+eh—sha##—be—eeﬁp%+sed—e#

The admnistrator and the insurance conm ssioner as ex officio
nonvoting nenbers; three nenbers representing health carriers; one
nenber representing private health care purchasers; one nenber
representing health care providers; tw nenbers representing consuners;
and two nenbers at large. Al nonex officio nenbers shall have voting
privileges. The governor shall appoint all nonex officio nenbers and
designate a chair to serve at the governor’'s pl easure.

(3) The original nonex officio nmenbers of the board of directors
shal |l be appointed for intervals of one to three years. Thereafter,
all board nenbers shall serve a term of three years. Board nenbers
shal | receive no conpensation, but shall be reinbursed for all trave
expenses as provided in RCW43.03. 050 and 43. 03. 060.
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NEW SECTION. Sec. 5. A new section is added to chapter 48.41 RCW
to read as foll ows:

The board shall submt to the adm nistrator a plan of operation for
t he pool and any anendnents thereto necessary or suitable to assure the
fair, reasonable, and equitable admnistration of the pool. The
adm ni strator shall, 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 equitabl e adm ni stration of the pool and provides
for the sharing of pool |osses on an equitable, proportionate basis
anong the nenbers of the pool. The plan of operation shall becone
ef fective upon approval in witing by the adm ni strator consistent with
the date on which the coverage under this chapter nust be nade
available. If the board fails to submt acceptable anmendnents to the
plan, the adm nistrator shall, within ninety days after notice and
heari ng pursuant to chapters 34.05 and 48.04 RCW adopt such rules as
are necessary or advisable to effectuate this chapter. The rules shal
continue in force until nodified by the adm ni strator or superseded by
a plan submtted by the board and approved by the adm ni strator.

NEW SECTION. Sec. 6. A new section is added to chapter 48.41 RCW
to read as foll ows:

The board shall develop a plan of operation and submt it to the
adm nistrator as provided in section 5 of this act. The plan of
operation shall:
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(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
directors;

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

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

(5) Establish a process to determne the anobunt of assessnent
pursuant to RCW 48. 41. 060, which shall occur after March 1st of each
cal endar year, and which shall be due and payable within thirty days of
the receipt of the assessnent notice, and nake advance interim
assessnents as may be reasonable and necessary for interim operating
expenses. Any interimassessnents will be credited as of fsets agai nst
any regul ar assessnents due follow ng the close of the year;

(6) Develop a programto publicize the existence of the plan, the
eligibility requirenents and procedures for enrollnment, and to nmaintain
publ i c awareness of the plan;

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

(8) Establish a standardized risk assessnent nethod to determ ne
enrol I ment in pool or individual coverage;

(9) Modify pool benefits, as necessary, and as permtted in this
chapter;

(10) Establish I evels and nethod of provider paynent;

(11) Appoint appropriate |l egal, 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;

(12) 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;

(13) Establish appropriate rates, rate schedul es, rate adjustnents,
expense all owances, agent referral fees, claimreserve fornulas, and
any ot her actuarial functions appropriate to the operation of the pool.
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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
and area variation in claimcosts and shall take into consideration
appropriate risk factors in accordance with established actuari al
underwiting practices consistent with Washington state small group
plan rating requirenments under RCW 48. 44. 023 and 48. 46. 066; and

(14) Contain additional provisions necessary and proper for the
execution of the powers and duties of the pool.

NEW SECTION. Sec. 7. A new section is added to chapter 48.41 RCW
to read as foll ows:

(1) The adm nistrator shall have the general powers and authority
granted to nmenbers to offer or provide the health coverage defined
under this title.

(2) The adm nistrator shall perform or enter into contracts as
necessary and proper to carry out the follow ng duties:

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

(b) Establishing a premium billing procedure for collection of
prem uns from covered persons. Billings shall be nmade on a periodic
basi s 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 claimfor benefits to the pool, distributing fornms upon
whi ch subm ssion shall be nmade, and evaluating the eligibility of each
claimfor paynent by the pool; and

(1i) Taking steps necessary to offer and adm ni ster managed care
benefit pl ans;

(d) Issuing on behalf of the pool policies of health coverage in
accordance wth the requirenents of RCW48.41.110 and this chapter;

(e) Assessing nenbers of the pool in accordance with the provisions
of this chapter and the plan of operation;

(f) Submt regular reports to the board regardi ng the operation of
the pool. The frequency, content, and formof the report shall be as
determ ned by the board; and
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(g0 Followwng the <close of each accounting year, nmake a
determnation of net paid and earned premuns, the expense of
adm nistration, and the paid and incurred |osses for the year and
report this information to the board.

(3) The admnistrator shall be reinbursed for costs incurred
t hrough assessnents charged to nmenbers and admi ni strative fees charged
to covered persons. The rei nbursenent nethodol ogy shall be determ ned
by a fornmul a established by the board.

(4) I'n addition thereto, the adm nistrator may:

(a) Enter into contracts as are necessary or proper to carry out
t he provisions and purposes of this chapter; and

(b) 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.

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 ((poel))
adm ni strator shall determne 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 nvestment incone and ot her appropriate gains and | osses.

(2)(a) Each nmenber’s proportion of participation in the pool shal
be determ ned annually by the board based on annual statenents and
ot her reports deened necessary by the board and filed by the nenber
with the comm ssioner; and shall be determ ned by mul tiplying the total
cost of pool operation by a fraction((5)).__The nunerator of ((whieh))
the fraction equals that nenber’s total nunber of resident insured
persons, including spouse and dependents under the nenber’s health plan
and the nunber of resident insured persons covered under stop |oss
policies issued to self-insured enployer plans mnus the nunber of
i nsured persons covered under individual policies or contracts in the
state during the precedi ng cal endar year((;—and)). The denomi nator of
((whi€eh)) the fraction equals the total nunber of resident insured
persons including spouses and dependents insured under all health
pl ans, includi ng enpl oyer purchased stop | 0oss policies, inthe state by
pool nenbers.

p. 9 HB 2160
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(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 nmenber 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 foll ows:
(1) Until January 1, 2000, any individual person who is a resident

of this state is eligible for coverage ((uper—previding—evidence—of
. . : i cal | . : o g |

board)). After that date, any individual who is a resident of the

state and who neets the criteria in the standardi zed ri sk assessnent is
eligible.

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

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage 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 ((#Hve-hundred
theusand)) one mllion dollars in benefits;

HB 2160 p. 10
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(c) Inmates of public institutions and persons whose benefits are
dupl i cated under nedical assistance or other 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.

Sec. 10. RCW48.41.110 and 1997 ¢ 231 s 213 are each anended to
read as foll ows:

(1) The pool ((+s—autherized—+to)) shall offer one or nore nmanaged
care plans of coverage except in counties where adequate provider

net wor ks cannot be established. 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. The board shall develop an alternative

benefit design for counties where no managed care netwrks are

est abl i shed. The design shall be simlar to the nmanaged care pl ans’

covered services and out-of - pocket expenses. Covered persons enrolled
in the pool on January 1, ((399%)) 2000, nmmy continue coverage under
the pool plan in which they are enrolled on that date. However, the
pool may incorporate nmanaged 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 ((ef—direetoers)), such brochure shall be made
reasonably available to participants or potential participants.

(a) 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 treatnment 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:

((())) (i) Hospital services, including charges for the nobst
common sem private room for the nobst comon private room if
sem private roons do not exist in the health care facility, or for the
private room if nedically necessary, but Ilimted to a total of one
hundred eighty inpatient days in a calendar year, and limted to thirty

p. 11 HB 2160
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days inpatient care for nental and nervous conditions, or alcohol
drug, or chem cal dependency or abuse per cal endar year;

(((b)y)) (i) Professional services including surgery for the
treatment of injuries, illnesses, or conditions, other than dental
whi ch 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;

((€e)y)) (iii) The first twenty outpatient professional visits for
t he di agnosis or treatnent of one or nore nental 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, in the case of
mental or nervous conditions, and rendered by a state certified
chem cal dependency program approved under chapter 70.96A RCW in the
case of al cohol, drug, or chem cal dependency or abuse;

(((6))) (v) Drugs and contraceptive devices requiring a
prescription;

((ey)) (v) Services of a skilled nursing facility, excluding
cust odi al and conval escent care, for not nore than one hundred days in
a cal endar year as prescribed by a physician;

((6H)) (vi) Services of a hone health agency;

(((¢))) (vii) Chenotherapy, radioisotope, radiation, and nuclear
medi ci ne t herapy;

((EhH)) (viii) Oxygen;

(()) (ix) Anesthesia services;

((6))) (x) Prostheses, other than dental;

(())) (xi) Durabl e nmedical equipnment which has no personal use in
t he absence of the condition for which prescribed,

(((H)) (xii) Diagnostic x-rays and | aboratory tests;

((6Mm)) (xiii) Oal surgery limtedto the follow ng: Fractures of
facial bones; excisions of mandibular joints, lesions of the nouth
lip, or t ongue, t unors, or cysts excluding treatnent for

t enpor omandi bul ar joi nts; incision of accessory sinuses, nouth salivary
gl ands or ducts; dislocations of the jaw, plastic reconstruction or
repair of traumatic injuries occurring while covered under the pool;
and exci sion of inpacted wi sdomteeth;

HB 2160 p. 12
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whi ch no preexisting condition waiting periods may apply;
((€e))) (xv) Services of a physical therapist and services of a
speech therapi st;

((6p))) (xvi) Hospice services;
((€e)y)) (xvii) Professional anbul ance service to the nearest health

care facility qualified to treat the illness or injury; and
((()) (xviii) Oher nedical equipnent, services, or supplies

requi red by physician’s orders and nedically necessary and consi st ent
with the diagnosis, treatnent, and condition.

(b) The board shall design a managed care plan of coverage that
provi des services sinmlar to those contained in (a) of this subsection.
The board is authorized to deviate from this benefit design if
nedi cal |y appropriate, cost-effective alternatives are or shoul d becone
avai lable. The board shall take benefit design into consideration when
establishing rates under RCW 48. 41. 200.

(3) The board shall design and enpl oy cost contai nnent neasures and
requi renents such as, but not limted to, care coordination, provider
network limtations, preadm ssion certification, and concurrent
inpatient review which may nmake the pool nore cost-effective.
Rei nbur senment for network providers under the nmanaged care plan of
coverage may include but is not limted to such nethodol ogies as
resource based relative value fee schedules; capitation paynents;
di agnostic related group fee schedules; and other simlar strategies
including risk sharing arrangenents.

(4) The pool benefit policy may contain benefit |imtations,
exceptions, and cost shares such as copaynents, coinsurance, and
deducti bl es that are consistent wi th nmanaged care products, except that
differential cost shares nay be adopted by the board for nonnetwork
provi ders under point of service plans. The pool benefit policy cost
shares and limtations nust be consistent wth those that are generally
included in health plans approved by the insurance comm ssioner;
however, no limtation, exception, or reduction may be used that woul d
excl ude coverage for any disease, illness, or injury.

(5) The pool may not reject an individual for health plan coverage
based upon preexisting conditions of the individual or deny, exclude,
or otherwse limt coverage for an individual’s preexisting health
conditions; except that it may inpose a three-nonth benefit waiting
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period for preexisting conditions for which nedical advice was given,
or for which a health care provider recommended or provided treatnent,
within three nonths before the effective date of coverage. The pool
may not avoid the requirenents of this section through the creation of
a new rate classification or the nodification of an existing rate
cl assification.

Sec. 11. 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 ((t+his—chapter)) RCW
48.41.110(2) (a) shall inpose a deductible. Deductibles of five hundred
dollars and one thousand dollars on a per person per calendar year
basis shall initially be offered. The board may aut horize deducti bl es
in other ampbunts. The deductible shall be applied to the first five
hundred doll ars, one thousand dollars, or other authorized anmount of
el i gi bl e 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 mandatory
deduct i bl e.

(3) The maxi mum aggregate out of pocket paynments for eligible
expenses by the insured in the form of deductibles and coinsurance
under _a pool policy offered in accordance with RCW 48.41.110(2)(a)
shal |l 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;

(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 managed care plan of coverage issued in accordance with RCW
48.41.110(2) (b) shall enploy point-of-service cost-sharing copaynents
for covered services, the ampunt to be determ ned by the board. I n
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establishing the anount of cost sharing, the board shall consider the

cost-shari ng anbunts charged i n other managed care products offered to

enpl oyer sponsored groups in this state. The maxi nrum annual out - of -

pocket expenses shall not exceed three thousand five hundred doll ars.

These amounts nay be revised fromtine to tine by the board.

(6) The board may grant preni umand cost sharing discounts of upto

ten percent for persons enrolled in the pool for nore than twelve

mont hs.

Sec. 12. RCW48.43.015 and 1995 ¢ 265 s 5 are each anended to read
as follows:

(1) Every health carrier issuing group coverage shall waive any
preexi sting condition exclusion or limtation for persons or groups who
had simlar health coverage under a different group or individua

health plan at any time during the three-nonth period imediately
preceding the date of application for the new health plan if such
person was continuously covered under the i medi ately preceding health
plan. [|f the person was continuously covered for at | east three nonths
under the inmmediately preceding group or individual health plan, the
carrier may not inpose a waiting period for coverage of preexisting
conditions. |If the person was continuously covered for | ess than three
nont hs under the i nmedi atel y precedi ng group or individual health plan,
the carrier must credit any waiting period under the inmmediately
precedi ng health plan toward the new health plan. For the purposes of
this subsection, a preceding health plan includes an enpl oyer provided
sel f-funded heal th pl an.

(2) Every carrier issuing individual coverage shall waive any

preexisting condition exclusion or limtation for persons who had

simlar health coverage under a group health plan at any tinme during

the three-nonth period imrediately preceding the date of application

for the new individual health plan if the person was continuously

covered under the i Medi ately preceding health plan. |If the person was

conti nuously covered for less than three nonths under the imediately

precedi ng group health plan, the carrier nust credit any waiting period

under the i nmedi ately precedi ng health plan toward the new heal th pl an.

For the purposes of this subsection, health plan includes an enpl oyer

provi ded sel f-funded pl an.

(3) Every carrier issuing individual coverage shall waive any

preexi sting condition exclusion or linmtation as foll ows:
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(a) If the person has had individual health coverage for at |east
twelve nonths and is seeking coverage during the nonth in which the
person enrolled in their existing.individual health insurance coverage.
In such a case, the person may purchase any coverage w thout being
subject to coverage for existing conditions provisions;

(b) If the person is seeking coverage at a tinme other than the
nont h the person enrolled in their previous individual health i nsurance
coverage, the person may be subject to the coverage for existing
conditions provisions established in this section but only for the
benefits not covered in previous coverage; or

(c) If the person is leaving the previous coverage for good cause,
as determned by the conmm ssioner by rule, the person is eligible as
set forth in (a) of this subsection.

(4) Subject to the provisions of subsection (1) of this section,
not hing contained in this section requires a health carrier to anmend a
health plan to provide new benefits in its existing health plans. In
addition, nothing in this section requires a carrier to waive benefit
l[imtations not related to an individual or group’s preexisting
conditions or health history.

Sec. 13. RCW48.43.025 and 1995 ¢ 265 s 6 are each anended to read
as follows:

(1) No carrier may reject an individual for health plan coverage
based upon preexisting conditions of the individual and no carrier may
deny, exclude, or otherwse limt coverage for an individual’s
preexi sting health conditions((;—exeept—that—a—carrer—ray—+npose—a

aV¥a a¥a AN N
A

effeetive—date—of—coverage)) except as provided in subsection (2) of
this section.

(2) Except as provided in RCW48. 43.015(3), upon application of an
individual for individual coverage, other than nedicare suppl enental
coverage provided under chapter 48.66 RCWN a carrier

(a) Must screen the applicant through the standardized risk
assessnent process established under section 6 of this act, and if the
i ndividual exceeds the risk threshold, refer the applicant to the
Washi ngton state health insurance pool for pool coverage;
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(b) May, if the applicant does not exceed the risk threshold, but
has a condition for which nedical advice was given, for which a health
care provider recommended or provided treatnment, or for which a
reasonabl e | ayperson woul d have sought advice or treatnent within six

nmonths before the effective date of coverage, inpose additional
prem uns for no nore than twelve nonths in an anbunt not to exceed the
foll ow ng:

(i) A deductible of five hundred dollars;

(ii) Coinsurance of forty percent of eligible expenses; and

(iii) A maxi num annual aggregate out-of-pocket expense of three
t housand five hundred dollars.

(3) A person whose immediate prior coverage was through the
Washi ngton state health i nsurance pool nust be screened as set forth in
subsection (2) of this section before individual coverage eligibility.

(4) 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
t han average health risks. These provisions apply only to individuals
who are Washi ngton residents.

Sec. 14. RCW70.47.060 and 1998 ¢ 314 s 17 and 1998 c 148 s 1 are
each reenacted and anmended to read as foll ows:

The adm ni strator has the foll om ng powers and duties:

(1) To design and fromtinme to tine revise a schedule of covered
basi ¢ heal th care services, including physician services, inpatient and
out pati ent hospital services, prescription drugs and nedi cati ons, and
other services that may be necessary for basic health care. I n
addition, the admnistrator may, to the extent that funds are
avai l able, offer as basic health plan services chem cal dependency
services, nental health services and organ transplant services;
however, no one service or any conbination of these three services
shal | increase the actuarial val ue of the basic health plan benefits by
nore than five percent excluding inflation, as determ ned by the office
of financial managenent. All subsidi zed and nonsubsi di zed enrollees in
any partici pati ng managed heal th care systemunder the Washi ngton basic
health plan shall be entitled to receive covered basic health care
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services in return for prem um paynents to the plan. The schedul e of
servi ces shall enphasi ze proven preventive and primary health care and
shal | include all services necessary for prenatal, postnatal, and well -
child care. However, with respect to coverage for groups of subsidized
enroll ees who are eligible to receive prenatal and postnatal services
t hrough the nedical assistance program under chapter 74.09 RCW the
adm ni strator shall not contract for such services except to the extent
t hat such services are necessary over not nore than a one-nonth period
inorder to maintain continuity of care after di agnosis of pregnancy by
t he managed care provider. The schedul e of services shall al so include
a separate schedule of basic health care services for children,
ei ghteen years of age and younger, for those subsidized or
nonsubsi di zed enrol | ees who choose to secure basic coverage t hrough t he
plan only for their dependent children. |1n designing and revising the
schedul e of services, the adm nistrator shall consider the guidelines
for assessing health services under the mandat ed benefits act of 1984,
RCW 48.47.030, and such other factors as the adm nistrator deens
appropri ate.

However, with respect to coverage for subsidized enrollees who are
eligible toreceive prenatal and postnatal services through the nedical
assi stance programunder chapter 74.09 RCW the adm nistrator shall not
contract for such services except to the extent that the services are
necessary over not nore than a one-nonth period in order to maintain
continuity of care after diagnosis of pregnancy by the nanaged care
provi der.

(2)(a) To design and i npl enent a structure of periodic prem uns due
the adm ni strator from subsidized enrollees that is based upon gross
famly incone, giving appropriate consideration to famly size and the

ages of all famly nenbers. The enrollnment of children shall not
require the enrollnment of their parent or parents who are eligible for
the plan. The structure of periodic premuns shall be applied to

subsidized enrollees entering the plan as individuals pursuant to
subsection (9) of this section and to the share of the cost of the plan
due from subsi di zed enrol |l ees entering the plan as enpl oyees pursuant
to subsection (10) of this section.

(b) To determ ne the periodic prem uns due the adm nistrator from
nonsubsi di zed enrol | ees. Prem uns due from nonsubsidi zed enroll ees
shall be in an anobunt equal to the cost charged by the managed heal th
care systemprovider to the state for the plan plus the admnistrative
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cost of providing the plan to those enroll ees and the prem umtax under
RCW 48. 14. 0201.

(c) An enployer or other financial sponsor may, with the prior
approval of the admnistrator, pay the premum rate, or any other
anount on behalf of a subsidized or nonsubsidized enrollee, by
arrangenent with the enroll ee and t hrough a nmechani smacceptable to the
adm ni strator.

(d) To develop, as an offering by every health carrier subject to

RCW48. 44. 023, 48. 46. 066, or 48. 21. 045 provi di ng coverage identical to
t he basic health plan, as configured on January 1, 1996, a basic health
pl an nodel plan wwth uniformty in enrollee cost-sharing requirenents.

(3) To design and inplenent a structure of enrollee cost sharing
due a managed health care system from subsidized and nonsubsi di zed
enrol | ees. The structure shall discourage inappropriate enrollee
utilization of health care services, and may utilize copaynents,
deducti bl es, and other cost-sharing nmechanisns, but shall not be so
costly to enrollees as to constitute a barrier to appropriate
utilization of necessary health care services.

(4) To limt enrollnment of persons who qualify for subsidies so as
to prevent an overexpenditure of appropriations for such purposes
Whenever the admnistrator finds that there is danger of such an
overexpenditure, the admnistrator shall close enrollnment until the
adm nistrator finds the danger no | onger exists.

(5 To limt the paynment of subsidies to subsidized enrollees, as
defined in RCW70.47.020. The | evel of subsidy provided to persons who
qualify may be based on the |owest cost plans, as defined by the
adm ni strator.

(6) To adopt a schedule for the orderly devel opnent of the delivery
of services and availability of the plan to residents of the state,
subject to the limtations contained in RCW 70.47.080 or any act
appropriating funds for the plan.

(7) To solicit and accept applications from nmanaged health care
systens, as defined in this chapter, for inclusion as eligible basic
heal th care providers under the plan. The adm ni strator shall endeavor
to assure that covered basic health care services are avail able to any
enrollee of the plan from anbng a selection of two or nore
partici pating managed health care systens. |In adopting any rules or
procedures applicable to managed health care systens and in its
dealings with such systens, the adm nistrator shall consider and make
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suitable allowance for the need for health care services and the
differences in local availability of health care resources, along with
other resources, within and anong the several areas of the state.
Contracts with participating nmanaged health care systens shall ensure
that basic health plan enrollees who becone eligible for nedical
assi stance nay, at their option, continue to receive services from
their existing providers within the managed health care systemif such
provi ders have entered into provider agreenments with the departnent of
soci al and health services.

(8) To receive periodic premuns fromor on behalf of subsidized
and nonsubsidi zed enrollees, deposit them in the basic health plan
operating account, keep records of enrollee status, and authorize
periodi c paynents to nmanaged health care systens on the basis of the
nunber of enrollees participating in the respective managed health care
syst ens.

(9) To accept applications from individuals residing in areas
served by the plan, on behalf of thenselves and their spouses and
dependent children, for enrollnment in the Washi ngton basic health plan
as subsidized or nonsubsidized enrollees, to establish appropriate
m ni mumenrol | mrent periods for enrollees as nay be necessary, and to
det erm ne, upon application and on a reasonabl e schedul e defi ned by the
authority, or at the request of any enrollee, eligibility due to
current gross famly inconme for sliding scale prem uns. Funds received
by a famly as part of participation in the adoption support program
aut hori zed under RCW 26. 33.320 and 74.13.100 through 74.13. 145 shal
not be counted toward a famly' s current gross famly inconme for the
purposes of this chapter. Wen an enrollee fails to report incone or
i ncone changes accurately, the adm nistrator shall have the authority
either to bill the enrollee for the anobunts overpaid by the state or to
i npose civil penalties of up to two hundred percent of the anmount of
subsi dy overpaid due to the enrollee incorrectly reporting i ncome. The
adm ni strator shall adopt rules to define the appropriate application
of these sanctions and the processes to inplenent the sanctions
provided in this subsection, within available resources. No subsidy
may be paid with respect to any enrollee whose current gross famly
i ncone exceeds twice the federal poverty level or, subject to RCW
70.47.110, who is a recipient of nedical assistance or nedical care
servi ces under chapter 74.09 RCW If a nunber of enrollees drop their
enrol I ment for no apparent good cause, the adm nistrator may establish
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appropriate rules or requirenents that are applicable to such
i ndi vidual s before they will be allowed to reenroll in the plan.

(10) To accept applications from business owners on behalf of
thensel ves and their enployees, spouses, and dependent children, as
subsi di zed or nonsubsi di zed enrol |l ees, who reside in an area served by
the pl an. The admnistrator may require all or the substanti al
majority of the eligible enpl oyees of such businesses to enroll in the
pl an and establi sh those procedures necessary to facilitate the orderly
enrol I ment of groups in the plan and i nto a managed heal th care system
The adm nistrator may require that a business owner pay at |east an
anount equal to what the enpl oyee pays after the state pays its portion
of the subsidized prem um cost of the plan on behalf of each enpl oyee
enrolled in the plan. Enrollnent islimted to those not eligible for
medi care who wish to enroll in the plan and choose to obtain the basic
health care coverage and services from a managed care system
participating in the plan. The adm nistrator shall adjust the anount
determ ned to be due on behalf of or fromall such enrollees whenever
the amount negotiated by the admnistrator with the participating
managed health care systemor systens is nodified or the adm nistrative
cost of providing the plan to such enroll ees changes.

(11) To determine the rate to be paid to each participati ng managed
health care systemin return for the provision of covered basic health
care services to enrollees in the system Although the schedul e of

covered basic health care services will be the sanme for simlar
enroll ees, the rates negotiated with participating managed health care
systens may vary anong the systens. In negotiating rates wth
participating systens, the adm nistrator shal | consi der t he

characteristics of the popul ations served by the respective systens,
econom ¢ circunstances of the local area, the need to conserve the
resources of the basic health plan trust account, and other factors the
adm ni strator finds rel evant.

(12) To nonitor the provision of covered services to enrollees by
partici pating managed health care systens in order to assure enrollee
access to good quality basic health care, to require periodic data
reports concerning the utilization of health care services rendered to
enrollees in order to provide adequate information for eval uation, and
to inspect the books and records of participating nanaged health care
systens to assure conpliance with the purposes of this chapter. In
requiring reports from participating mnmanaged health care systens,
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i ncl udi ng data on services rendered enroll ees, the adm ni strator shal
endeavor to mnimze costs, both to the managed health care systens and
to the plan. The adm ni strator shall coordinate any such reporting
requirenents wth other state agencies, such as the insurance
conmmi ssioner and the departnent of health, to mnimze duplication of
effort.

(13) To evaluate the effects this chapter has on private enpl oyer-
based health care coverage and to take appropri ate neasures consi st ent
with state and federal statutes that will discourage the reduction of
such coverage in the state.

(14) To devel op a programof proven preventive health neasures and
to integrate it into the plan wherever possible and consistent with
this chapter.

(15) To provide, consistent with avail abl e fundi ng, assistance for
rural residents, underserved popul ati ons, and persons of color.

(16) In consultation with appropriate state and | ocal governnent
agencies, to establish criteria defining eligibility for persons
confined or residing in governnment-operated institutions.

(17) To permt any participating nmanaged health care systemto bid
and contract for the subsidized basic health plan only.

NEWSECTION. Sec. 15. A newsection is added to chapter 48.43 RCW
to read as foll ows:

Every carrier that offers individual coverage shall offer and
actively market to all individuals a health plan with benefits not |ess
than those defined in RCW 70.47.060(2)(d). However, benefits nust
i ncl ude nedi cal rehabilitation and prescription drug benefits that are
no less than those provided to public enployees under chapter 41.05
RCW

NEWSECTION. Sec. 16. A newsection is added to chapter 48.41 RCW
to read as foll ows:

The Washi ngton state health pool coverage as presently constituted
is opened to all applicants until January 1, 2000.

NEWSECTION. Sec. 17. A newsection is added to chapter 48.41 RCW
to read as foll ows:
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Nothing in chapter . . ., Laws of 1999 (this act) affects,
nodi fies, or termnates existing individual or group health plan
cover age.

NEW SECTI ON. Sec. 18. The Washi ngton state health i nsurance board
shall develop a plan for feasibility and inplenentation of a
rei nsurance mechani smto be applied to the individual insurance narket.
The plan shall be submtted to the | egislature by Decenber 1, 2000.

NEW SECTION. Sec. 19. The followng acts or parts of acts are
each repeal ed:

(1) RCW 48.20.028 (Mandatory offering to individuals providing
basic health plan benefits--Exenption from statutory requirenents--
Premumrates--Definitions) and 1997 ¢ 231 s 207 & 1995 c¢ 265 s 13;

(2) RCW48.41.050 (Operation plan--Contents) and 1987 c¢ 431 s 5;

(3) RCW48.41.060 (Board powers) and 1997 c¢c 337 s 5, 1997 ¢ 231 s
211, 1989 ¢ 121 s 3, & 1987 c 431 s 6;

(4) RCW 48.41.080 (Pool adm nistrator--Selection, term duties
pay) and 1997 ¢ 231 s 212, 1989 c¢ 121 s 5, & 1987 c 431 s 8;

(5) RCW 48.44.022 (Mandatory offering to individuals providing
basic health plan benefits--Exenption from statutory requirenents--
Premumrates--Definitions) and 1997 ¢ 231 s 208 & 1995 ¢ 265 s 15; and

(6) RCW 48.46.064 (Mandatory offering to individuals providing
basic health plan benefits--Exenption from statutory requirenents--
Premumrates--Definitions) and 1997 ¢ 231 s 209 & 1995 ¢ 265 s 17.

NEW SECTI ON.  Sec. 20. Section 16 of this act is necessary for the
i mredi ate preservation of the public peace, health, or safety, or
support of the state governnment and its existing public institutions,
and takes effect imedi ately.

~-- END ---
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